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PART I 

Item 1. Business, 

Berkshire Hathaway Inc. ("Berkshire", or "The Company", or ''The Registrant") 
was incorporated in Massachusetts in 1889 and reincorporated by merger in 
Delaware in 1973. There was no material ch11ng~ in the nature of the business 
done by The Registrant together with its subsidiaries during 1979. 

Business segments of The Company (including those operated by subsidiaries) 
include: 

a) underwriting of property and casualty insurance--conducted through 
wholly-owned or. substantially wholly-owned subsidiaries, referred 
to throughout this Report as the "Insurance Group'!. 

b) manufacturing and selling of woven textile products. 

c) retailing of popularly priced women's and children's apparel. 

d) through an approximately 60% ownership, at December 29, 1979, of 
Blue Chip Stamps, a California corporation: 

l 

' 
·',: 

(i) 
(ii) 

(iii) 

production and sale of candy and other confectionery products 
publishing a newspaper in Buffalo, N. Y. 
offering promotional services. 

The Illinois National Bank and Trust Co. of Rockford, a commercial bank, is 
an approximately 98% owrted subsidiary -of The Company. 

Wesco Financial Corporation is an approximately 80% owned,,,subsidiary of Blue 
Chip Stamps. (As stated above, The Company at December 29, 1979 owned 
approximately 60% of Blue Chip, so The Company's economic interest in Wesco.is 
approximately 48%). 

Insurance Business 

The Company entered the property and casualty insurance business in 1967 
when it purchased all or substantially all of the outstanding stock of National 
Fir2 & Marine Insurance Company and National Indemnity Company, companion 
car.riers shar.ing a home office in Omaha, Nebraska, and specializing in 
non-standard automobile and general liability insurance. The insurance business 
has been internally expanded by adding to National Indemnity an Omaha based 
reinsurance underwriting operation, and a Los Angeles based workers' 
compensation operation, and by formation of six ''Home-State" multiple line 
subsidiaries of National Indemnity which write standard and preferred classes of 
business in their domiciliary states of Colorado, Iowa, Kansas, Minnesota, 
Nebraska and Texas. The insurance business has been externally expanded by 
purchase in 1970 of Home and Automobile Insurance Company, a ChicagJ based 
company which specialized in non-standard private passenger automobile 
coverages, and by purchase in late 1977 of Cypress Insurance Company, a 
Pasadena, California based workers' compensation·insurance provider. 

Columbia Insurance Company has since 1971 participated with National 
Indemnity in its reinsurance operation; Southern Casualty Insurance Company, a 
subsidiary purchased by Columbia in 1974 1 writes a relatively low volume (less 
than $2 million annual premium volume) of workers' compensation insurance in 
Louisiana. These companies are includ<;d in the Insurance Group as a result of 
the merger into The Company on December 30, 1978 of Diversified Retailing 
Company, Inc. 

The insurance business generates significant amounts of investment income, 
both from capital funds coonnitted to the operation and policyholders' funds 
derived from unearned premiums and loss reserves. 

Approximate.ly 900 persons are employed by the, Insurance Group. 
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Item 1. Business (Continued) 

Textile Business 

The Company owns a weaving mill in New Bedford, Massachusetts, and maintains 
textile products sales offices in New York City and Los Angeles; additionally, a 
wholly-owned subsidiary of The Company operates a weaving mill and possesses 
textile finishing capabilities in Manchester, New Hampshire; a Canadian 
subsidiary maintains a textile products sales office and warehouse in Toronto, 
Canada. 

Products of the textile business include curtain and bedspread materials, 
apparel fabrics and industrial fabrics. Sales are.through employees to home 
fabric jobbers and converters, menswear converters, industrial fabrics and 
apparel fabrics converters, custom and ready-made curtain manufacturers, 
bedspread manufacturers, retail chain and department stores and mail order 
houses. 

In the conduct of its textile business, Berkshire employs approximately 
1,500 persons. Approximately 1,300 hourly paid employees.are represented by the 
Amalgamated Clothing and Textile Workers Union (Textile Division) and are 
employed under contracts expiring in 1980. Negotiations are in progress for 
renewal of these contracts. 

Retail Business 

This business is conducted through Associated Reteil Stores, Inc., a wholly~ 
owned subsidiary. Associated's headquarters .and central warehouse are in Long 
Island City, New York; it had 77 retail ~utlets at December 29, 1979, ranging in 
size from 2,000 square feet to 60,000.square feet of selling and non-selling 
floor area with the aggregate floor area for all stores approximating 970,000 
square feet. The stores are located in eight midwestern and northeastern states 
and are operated under a variety of locally known trade names including "York", 
"Amy", 11Goodwi'n' s"' 11Gaytime"' "Fashion Outlet11

' "Madison' 8 11
• "York.ster" I 

"Lanes", "Tops and Bottoms", and "Bonds". 

Associated regularly employs a total of approximately 1,450 full and 
part-time employees and employs approximately:, 200 additional employees on a 
seasonal basis. Approximately 230 of Associated's regular employees are engaged 
in warehousing and office activities and in management and administration. 
Sales, office and warehouse personnel are paid on an hourly rate basis. 
Approximately 85% of Associated 1 s employees bargain collectively th~,ough various 
unions representing retailing employees a'nd through an unaffiliated bargaining 
unit representing the central warehouse and office employees, and are covered by 
union contracts expiring at various times through June 30, 1982. 

Businesses of Blue Chip Stamps 

Candy Business: See Candy Shops, Incorporated (See's>. a 'lltolly-mmed 
subsidiary of Blue Chip, produces boxed chocolates and other cc:\:nfectionery 
products of high quality in t.wo fully equipped kitchens in Cal:i.'fornia. The 
ingredients for its products, which include cocoa and sugar. are generally 
available but are subject t:o wide price fluctuation. See's is believed to be 
one of the largest candy manufacturers distributing through its own chain of 
retail shops; it now has 188 in twelve western and midwestern states including 
Hawaii. See's high quality candy contains no significant artificial 
preservatives and, in order to control shelf life, See's does not sell through 
department stores, drug stores or other similar outlets. 

A substantial portion of each year's candy sales are generated during the 
Christmas and Easter seasons, when the high shop volume is augmented to an 
increasing '.\degree by quantity sales to organizations at reduced prices. At 
Christmas the number of employees peaks at about three times the full time base 
of approximately 1,200. 

. •' 
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Businesses of Blue Chip Stamps (c::ontinued) 

II 
ji 

I I 
" I: 
li 
ii 

Newspaper Bu!Siness: Buffalo Evening News, Inc. ("the News"), whos(J .assets, ,. 
subject to certain liabilities, were purchased by Blue Chip in April iil77 
through a newly organized, wholly-owned subsidiary, :is publisher of thJ~ most 
widely read daily newspaper in upstate New York. 

Late in 1977 "the News" began publishing a Sunday edition. The ~hricipal 
competing newsp!lp•!r responded by filing an antitrust suit. See Item ,;5 or this 
Report which discloses significant legal proceedings involving the Nf!ws, 

Most of i:he News I revrJnues are I?ased on advert:isingC\roiume, whi¢h peaks 
duril)g the fourth fiscal ·J~tiat'ter due to holiday advertising. Newsp;Hnt i$ 
generally purchased tln~ler lcl~g-term contracts from Canadian suppiie:rs. Supplies 
have l!een limited in r~cent Ye!JrS and prices have escalated. The riewspaper 
employs approximately ~, lOIJ full-time employees. :1 

], " 

The Promotiol)al Ser.vices Business: . Blue Chip Stamps offers t~/o priricipal 
11 l:ypes of promotional services: those .used by business organizatiilns to attract 

or retain. customers (milinly a conventional trading stamp program).; arid those 
used by businesses or irther entities for internal purposes (aiotiv'.lotion programs). 

Blue Chip's tradinlk stamp service continues to be the preemi.tient trading 
stamp operation in thej/Californie-Nevada area, and a variation has .been 
successfully introudce~~ utilizing punch cards and certificates instead of · 
atampa. " 

Blue Chip ffotivati,on; a separate division, tailors programs for businesses 
using awards of mercha:fidise and travel in ord.er to stimulate sales ot 
productivity, promote 1,attendance or safety, or per.form other employee 
motivati.o!l.al function~. The motivation business is competitive, and. the 
divisioi17,.ii:>w cortcent:riites its sales efforts in the West, whe're it can offer 
lower pri~'e~ due to t~1e presence of .the stamp operation and the resultant: 
economy of scale. 

Approximately 2oq employees are involved in promotional services activities 
on a full-time basis; 

The Banking Business 

The Illinois National Bank, approximately 98% owned.by The Company, is 
currently one of the three largest in terms of deposits and capital accounts of 
the banks which conduct .business in Rockford, Illinois. Located eighty-five 
miles northwest of Chicago, Rockford is the second largest city in Illinois, 
having· a population of approximately 150,000. Because the. Illinois banking 
statutes prohibit .branch banking, operations of the Illinois National Bank are 
conducted from its main banking building located in downtown Rockford. The bank 
operates~motor drive-in teller stations across the street from the main bank 
build.ing and a newly constructed drive-in facility located approximately. two 
miles from the main bank. 

The Illirtois'National Bank offers a broad range of banking services, 
including checking, savings and time deposit accounts, and real estate, 
commercial, personal and installment loans. The trust department: of the bank 
offers an extensive variety of trust services, among which are management, 
custodianship, guardianship and trusteeship (corporate and personal) and estate 
administration services, The, bank employees approximately 165 persons, 
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Item L Business lcontinued) 

The Banking Business (continued) 

Under the Federal Bank Holding Company Act, as amended in 1970, The Company 
must divest of control of this entity by January 1, 1981. Prior to 1979, 
management of The Company had expected to accoll!plish the required divestiture by 
means of a spin-off of the shares of the bank to shareholders of Tile Company. 
Present views of the Federal Reserve Board make this manner of dilr.estiture 
appear less attr~ctive and, alternatively, all or a major portion of this 
investment may be sold in 1980. Equity in the bank's earnings has been 
relatively significant to The Company for the past ten years; . foll replacement 
of this earning power from any proceeds The Company might realize from a sale is 
considered improbable. o 

Wesco Financial Corporation 

A copy of' Item 1 of the Annual Report Form 10-K for the year ended 
~cember 31, 1979 filed by Wesco Financial Corporation is attached to this 
report as Exhibit C and incorporated herein by reference •. 

In Tile Company's consolidated financial statements included in this Report, 
Wesco is treated as an unconsolidated subsidiary. 

Business Segment Data 

Data as to business segments, covering ·the last five years, is included as 
Note 15 to the consolidated financial statements of The Company included in Item 
12 of this Report. 

Item 2. Summary of Operations 

The information set forth on proof pages 32 to 36 of the Registrant's 
printed annual report to the stockholders for the year ended December 29, 1979, 
attached as Exhibit B, is incorporated herein by reference. c·, 

Item 3. Properties 

Berkshire owns its textile manufacturing facilities located in New Bedford, 
Massachusetts and Manchester, New Hampshire. Facilities include buildings 
providing approximately l million square feet of manufacturing floor space in 
New Bedford and 500,000 square feet in Manchester. In the textile operationc, 
it leases warehouse and sales office space in I.Os Angeles, California and 
Toronto, Ontario, and sales office space in New York City. 'nle longest of these 
leases expires February 29, 1984. 

National Indemnity owns its home office building in Omaha, Nebraska, a six 
story structure built for National Indemnity in 1967, affording about 35,000 
square feet of office space, which is also the headquarters for National Fire & 

Marine. National Indemnity also owns an adjoining single story building which 
provides 9,600 square feet of additional office space, and leases lesser amounts 
of space under various leases, the longest of which expires in 1990. 

Home and Auto has entered into a lease for approximately 23,000 
of office space at 111 West Jackson Boulevard, in the Chicago Loop, 
expires in 1989. Home and Auto also leases, on a short-term basis, 
which are occupied as branch offices. 

square feet 
which 
,~·esser area~ 

The Home State Companies occupy their office space under various leases, the 
longest of 'which expires within five years. 
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Cypress Insurance. Company owns the one s'tory office building it occupies iri 
South Pasadena, California. The structure, approximately 11 years old, provides 
5,300 square feet of office, space. Cypress occupies a smaller San Francisco 
office under a lease expirins in 1982. 

Associated owns properties occupied by 10 of its retail stores in chicago, 
Milwaµkee.;, Philadelphia, Chester, Pennsylvania, and Gary, Indiana. All other 
Associat'eci store premises. are held \!nder leases expiring at various dates .': 
through 1993. Associated' s executiv·~; purchasing and administrative office'.&, 
together· with its central B0,000 square foot warehouse unit, are located.irl New 
York City, leased for 'a term expiring December 31, 1981. Aggregate minimwll 
rental commitments under Associated' s leases are set out in Note 11 to' the 1,1 

consolidated financial statements of the Registrant included in Item 12. 

The Illinois National Bank owns its main banking buil~:i~hg in downtown 
Rockford, Illinois. . The bank also owns a building containing a motor-bar.k @<~ a 
275 car parking facility across the street from the main bank building plus 'two 
garage buildings used for,, record storage, employee parking, and storage aili:t\1 
reconditioning space 1ior repossessed automobiles. A remote teller facility is 
located about 2 miles. from th.e main downtown bank building on land owned by the 
Illinois National Bank. 

5 



Item 4. Parent and Subsidiaries 

REGISTRANT: Berkshire Hathaway Inc., a Delaware corporation 
llfaUl<.ANUE GROUP: \ i> J \ c j 

( l()·() a . ,J:>, 
1\ 

National Fire & Marine Insurance Company, a Nebraska. corporation; 100% 
Ovned by Registrant. 

Totally held subsidiaries of .,National Fire & Marine Insurance Company are: 
Central Fire and Casualty Company, a Nebraska corporation; 
Cypres,s Insurari:ce .Ce>mpany, a California corporation. 

National Indemnity Co111pany, a Nebraska corporation; 99.9% owned by Registrant. 
Totally held subsidiaries of National I;idemnity Company are: 

Cornhllsker Casualty Company, a Nebraska corporation; 
Lakeland Fire and Casualty Company, a Minnesota corporation; 
Texas United Im;llrance Company, a Texas corporation; 
The Insurance Company of Iowa; an Iowa corporation; 
Home and Automobile Insurance· Company, an Illinois corporation; 
Kansas F·ire & <;aiiualty Company, a Kansas corporation; 
Continental I>iv.ide Irisurance Company, a Colorado corporation. 

Columbia Insurance Company, a Nebra.ska.corporation; 
S.ollthern Casualty Insuraifce Cc;impany, a LOuisiana corporation; 9.9.6% 

' . \\ . . . . . . . . . 
e>wned b Columbia Insurance Compan • . 

Bourne Kills of Canada, Ltd. b ; organized under the laws of the Province of 
Ontario, (lanada; 100% owned b . Re. istrant • 

•• (l Waumbec Ki.Us Incorporated b. ·; a New Hampshire corporation; 100 owned by 
Re istra:nt. 

The Illinois 'National Bank.,& Trust Co •. of ROckford a ; A National Banking 
Aasociation or anized under the National Banking Act, 97.7% owned b Registrant. 

Brown Building·eorporation d ; an Illinois corporation; 100 0wned by 
The .Illinois Nat:i'Onal Bank & Trilst Co. of Rockford. · 

Associated Retail Stores, Inc. (b); an Illinois corporation; lOOf 'owned by 
Re istrant: ~ 

.Blue Chip Stamps b ; a California corporation; 59.6% owned. by Registrant 
and subsidiaries.,,&,,, 

See 1 II Candy Shopli\J,C:Inco'"'"r .. p_o_r_a_t .. e""d,....("'b"')'",-a.....,c""a""'1""i"'f""o"r-n""i"'a-c-o-r .. p-o-r""'a-t .... i"'o""n-;-l'"'O"'O"'%=-o-wn-.. _e_d,,__ 
b Blue Chi Stam s. 

b a California corporation; 100 owned by See.a 
rated. " 

b , a New York corporation; 100~%~.-o-wn-.-e-d.,....,b~y----

a • a Delaware corporation; so.1 owned by 

Mutual Savings and Loa~ Association e , a California corporation; 100 
owned b wesco Financial. Cor ration. 

Precision steel Warehouse, Inc. e ; a Illinois corporation; 100% owned 
b Wesco Financial Corporation. 

Precision Brand Products, Inc. e ; a De.lnare corporation; 100% 
owned b Precision Steel Warehouse; Inc. 

Precision Steel Warehouse, Inc. - Charlotte Service Center e ; 
a Delaware cor ration; 100% owned by Precision Steel Warehouse, Inc • 

. IJuPage KanufilC:turing Company e , an Illinois corporation; 100% 
owned b Precision Steel Warehouse, Inc. · 

.Insignificant subsidiaries not consolidated, carriEitt by Registrant at cost): 
Regi-~~ant has eight additional subsidiaries, th~ names of which are 

omitted since; considered in the aggregate as a single subsidiary, they 
wou1d not constitute a significant subs'idiary. 

(a) Separate fin-!'9cial statement11 are filed 
(b) Included in consolidated financial statements 
(c) Groµp financi~l statements are additio"'ally filed for insurance s11bsidiaries 
(d) Consolidated with The Illinois Nationai Bank & Trust Co. of Rockford 
(e) J::Ori11olidated with We!!co Financial Corporation " 

Warren E, Buffett, Chairman of the Board of the Registrant, may be regarded 
as the Parent of The Registrant. He owned directly 448,322 or approximately 43.6% 
of the Registrant's 1,027,145 shares of stoc;k outstanding at December 29, 1979. 
Susan T. Buffett, wife of Warren E. Buffett,. owned an additional 3.1% (32,049 shares) 
of the Registrant's outstanding shares. A trust of which Kr. Buffett is a Trustee 
but in wttich he has no beneficial economic· interest owned an additional 0.5% of 
i:he outstanding shares of the .Registrant; 
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(a) Buffalo Courier-Express, Inc. v. Buffalo Evening News, Inc., United 
States District Court, Western District of New York, Civil Action No. CIV-77-582 
filed October 28, 1977. 

This action was filed by the principal competitor of the Buffalo Evening 
News (published by the Company's subsidiary, Buffalo Evening News, Inc.) in the 
Buffalo metropolitan area under federal antitrust laws and sought to enjoin 
certain practices allegedly engaged in by the News in connection with its 
proposed initiation of publication of a Sunday edition in place of its Saturday 
weekend edition and publication of Saturday ~nd holid11y editions, thus providing 
competition for the existing Sunday edition of 'the Courier-Express. In addition 
to seeking an injunction, the complaint seeks treble damages in an unspecified 
amount, attorneys' fees and costs; . The District Court issued a preliminary 
injunction against the Buffalo Evening News, Inc., and later adjudged the 
Buffalo EvenJng News, Inc. in contempt of the preliminary injunction. On April 
16, 1979, the Cou~·t of Appeals for the Second Circuit reversed the preliminary 
injunction and the contempt holding. In the main action in the trial court the 
defendant, Buffalo Evening News, Inc., has filed an answer and counterclaim 
denying all liability and seeking affirmative relief of treble damages in an 
unspecified amount, injunction, attorneys' fees and costs against plaintiff on 
the ground, among others, that plaintiff seeks to monopolize the Sunday 
newspaper business in the Buffalo metropolitan area in violation of the federal 
antitrust laws. No trial date, pre-trial date, or discovery cut-off date has 
been set by the court. If the plaintiff is succ.essful in the kinds of permanent 
injunctions it is seeking, the Buffalo Evening News probably win be forced to 
cease operations and liquidate; however,' with discovery incomplete, the outcome 0 
of the action and defendant's potential exposure, if any, are uncertain. 

(b) Blue Chip Stamps, one of its subsidiaries, and certain of the directors 
of Blue Chip Stamps and the subsidiary have beert named as defendants in certain 
actions relating to a short-form merger of the subsidiary. 'lllese ll~tions 
include three appraisal actions, as well as two other actions, Pearl J. Deutsch, 
individually and on behalf of all others. similarly situated, v. Blue Chip 
Stamps, et al., Los Angeles Superior Court No. CA 000524 (a purported class 
action), and Pearl J. Deutsch, on behalf of See is Candy Shops,. Inc. v. Blue Chip 
Stamps, et aL, Los. Angeles Superior Court No. C 262140 (a purported derivative 
action). 

The Deutsch act.ions seek, among other things, rescission of the short-form 
merger of the subsidiary and payment to the minority sh·areholders of the 
subsidiary of all dividends paid. Blue Chip Stamps by the subsidiary. 

Blue Chip St~mps has indicated it would not expect that rescission of the 
merger, even if granted, would have a material effect upon it, since Blue Chip 
Stamps would still own 99.12% of See's Candy Shops, Incorporated. Counsel for 
Blue Chip Stamps in this matter base in<jicated that they believe it is unlikely 
that Blue Chip Stamps or See's Candy Shops, Incorporated will suffer a loss that 
is mat·erial to Blue Chip Stamps ,il~ a result of the claims to monetary relief 
asserted in these. ~ct ions. , 

(c) Legal proceedings involving Wesco: A copy of Item 5 of the Annual 
Report Form 10-K for the year ended December 31, 1979 filed by Wesco Financial 
Corporation is attached to this report as Exhibit D, and is incorporated herein 
by reference. 
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Increases and Decreases in .Outstanding Securities and Long-term Debt. 

None 

Item, 1c• Changes in Securities and Changes in Security 'for Registered Securities. 

None 

Item 8. Defaults Upon Senior Securities. 

None 

Item 9. A.i\1~roximat'e Number ofo Equity Securiti~s' Holders •. 

(1) 

Title of Class 

Co111111on Stock - $5 Par Value 

(2) 

Number of Record Holders 
as of December 29, 1979 

1,150 

Item .10. Submission of Matters to a Vote of Security Holders. 

None 

Item 11. Indemnification of Directors and Officers. 

Section 10 of the By-Laws of the Registrant provides for the indeumifi- ('.;;·\ 
cation of directors and officers of the Registrant under certain circUlll'"' 
stances. Subject to the terms contained therein, said Section generally 
provides that (a) the Registrant shall indemnify a directci~ti\ci)l< officer from 
liabilities incurred in such capacity- and expenses reasonalilyhncur'!'ed in 
defense of such liabilities (other than in actions by or in the right' of the 
Registrant) if such person acted in good faith and in a manne~ he reasonably 
believed to be in or not opposed to the best interests of the Regi,1'ltrant, and, 
with respe'ct to any criminal action, had no re&sonable cause tQ beiieve l\is 
conduct wi(s unlawful, (b) the Registrant shall indemnify a director or officer 
from expeHses reasonably incurred in, co.nnection with the defense or settlement ,, 
of an ac.fion by or in the right of the Re11;istrant if he acted in good faith , 
and in ·~ manner he reasonably believed to. be. in .or not opposed to· the best 
interests of the Registrant, provided that if the person is adjudged liable 
for negligence or mis:conduct in the performance of his duty to the Registrant, 
he shall be indemnified only to the extent the applicable cou?:t determines he' 
is fairly and reasonably entitled to indemnity for such expenses, and (c) to 
the extent a directo'r or officer has .been, successful in the defense. of any 
action referred to in (a) or (b), the Registrant shall indemnify him against 
expel\ses4,easonably incurred in connection therewith. " 

Section 145 of the Delaware General Corporation Law permits indemnifi
cation by the Registrant of its directors and officers in a manner similar 
to that provided in the Registrant's By-Laws, except that the Delaware 
Corporation Law is ~ermissive, whereas the Registrant's By-Laws make 
indemnification mandatory. 
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Item 12. Financial Statements, Exhibits Filed, an\! Reports on Form 8-K. , 

(a) 1. Financial Statements: see index to financial statements on page 11. 

~) 

2. Exhibits: 
< 

Exhibit A. Consolidated Financial Statements of the Registrant for 
the years ended December ~9, 1979 and December 30, 1978 
(Pages 12 to 26 of the Registrants 1979 Annual Report to 
Stockholders). 

Exhibit B. The Registrants Suminary of Operations and Management 
Disctiasilln of the Summary of ~t?perations (Pages 32 to 36 
of the Registrants 1979 Annual Report' to Stockholders). 

Exhibit C. Item 1 of the Annual Report Forin 1
0
0-K of Wesco Financial 

Corporation fo:t the year ended December 31, 1979. 

Exhibit D. Item 5 of the Annual Report Form 10-K of Wesco Financial 
Corporation for the year e~ded December 31, 1979. .. 

Exhibit E. Consolidated Financial Statements of Wesco Financial 
Corpora,tion for the years ended Decemb.er 3.1, 1979 and 
197.8. together with the Independent Accountants' Reports 
thereon. 

(b) Reports on Form 8-K: None 

Executive Officers of the Registrant 

Following is a list of the Company's executive officers: I} 

Name 

Warren E. Buffett 
' 

Kenneth V. Chace 

J. Verne McKenzie 

49 

64 

51 

Positions 

Chairman of the Board 

President 

Vice President, Treasurer, 
Secretary 

Held Office 
Since* 

1970 

1965 

1966 

*Includes period during which office was held with the Massachusetts 
corporation predecessor of the Registrant. 

Each executive officer serves, in accordance with the by-laws of the 
Registrant, until the first meeting of the Board of Directors following, 
tile next annual meeting of stockholders and until his respective succes'aor 
is chosen and qualified or until he sponer dies, resigns, is removed or 
becomes disqualified. 
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PART II 

Items 13 to 15 are omitted since the Registrant will file with the 
Commission a definitive proxy statement pursuant to Regulation 14A not 
later than 120 days after the close of the year covered by this Report. 

Pursuant to the 
Se.curities Exchange 
Report to be signed 
authorized. 

' ... ,J 

Date: 3/z"~ti --"------

SIGNATURE 

requirements of Section 13 or 15(d) of the 
·~\ Ac:t of 1934, the Registrant has duly caused 

on its behalf by the undersigned, thereunto 

1'' • 

this 
duly 

BERKSHIRE HATHAWAY INC. 

,, 

10 

J. Verne McKenzie 
Vice President and Treasurer 
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BERKSHIRE HATHAW.kY INC. AND CONSOLIDATED SUBSIDIARIES 

Index to Financial Statements 

JJ 

Berkshire Hathaway Inc. ·and Consol.idated Subsidiaries: 

Report of Independent Certified Public Accountants 
Consolidated Balance Sheets, December 29, 1979 and 

December 30, 1978 
Consolidated Statements of Earnings, 52 weeks ended December 29, 

1979 and December 30, 1978 
~ Consolidated Statements of Retained Earnings, 52 weeks ended 

Ilecember 29, 1979 a~d J2ecember 30, 1978 · 
Consolidated Statements"'iif Changes iri Financial Position, 52 weeks 

ended December 29, 1979 and December 30, 1978 
Notes to Consolidated/I Fina;cial Statements 
Supplemental Notes to Consolidated. Financial Statements 

F-1 

* 
* 

* 

* 
* 

F-2 to F-4 

*Contained in Pages 12 to 26 of,. 1979 Annual Report to the stockholders of the 
Company which pages are incorporated herein by reference and filed as Exhibit A. 

Berkshire Hathaway Inc. (Parent Company Only): 

Balance Sheets, December 29, 1979 and December 30, 1.978 
Statements of Earnings, 52 weeks ended December 29, 1979 and 

December 30, 1978 
Statements of Changes in Financial Position, 52 weeks ended 

December 29, 1979 arid December 30, 1978 

Berkshire Hathaway Inc.·'-'"'" Insurance Group: 

Report of Independent Certified Public Accountants 
Balance Sheet!l•J December 31, 1979 and 1978 
Statements of~Income and Unassigned Surplus~ Years ended 

December 31\ 1979 and 1978 
Statements .of Changes in Financial PpSition, Years ended 

December 31, 1979 and 1978 
Notes to Financial Statements 

The Illinois National Bank & Trust Co. of Rockford: 

Report of Independent Certified Pllblic Accountants 
Consolidated Balance ~fleets, December 31, 1979 and 1978 
Consolidated Statements of Earnings, Years ended December 31, 

1979 and 1978 
Consolidated Statements of Changes in Stockholders' Equity, 

Years ended December 31, 1979 and 1978 
Consolidated Statements of Changes ih Financial Position, 

Years ended December 31, 1979 and 1978 
Notes to Consolidated Financial Statements 
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F-2 

F-2 

F-3 

F-5 
F-6 

F-7 

F-8 
F-9 to F-14 

F,,.15 
F-16 

F-U 

F-18 

F-19 
F-20 to F-25 



Index to Financial Statements 
(Continued) 

Schedules Supporting Consolidated Financial Statements 
__ a_n_d, Financial Statements of Insurance Group: 

Schedule I -

' Schedule' III 

Summary of Investments - Other Than Affiliates, 
December 29, 1979: 

Berkshire Hathaway Inc. and Consolidated 
Subsidiaries 

Ins11rance Group 

- Investments in Affiliates, 52 weeks ended ,, 
Decembet 29, 1979 and December 30, 1978: 

S-1 
S-2 

Berkshire Hathaway Inc. and Consolidated 
Sub.sidiaries 

Insurance Group 
s-3 through s-6 

s-7 and s-8 
Schedule V - Property; Plant and Equipment, December 29, 1979 

and. December 30, 1978: 

Schedule VI -

Berkshir~ Hathaway Inc. and Consolidated 
Subsidiaries 

Accumulated Depreciation and Amortization of 
Property, Plant and Equipment, December 29, 
1979 and December 30, 1978: 
Be~kshire Hathaway Inc. and Consolidated 

Subsidiaries 

Schedule VII - Premiums; Losses and Claims, Years ended December 29, 
1979 and December 30; 1978: 

Insurance Group 

" 
Schedule Suoporting Financial Statements of Bank Subsidiary: 

Schedule I - Amounts Receivable from Certain Persons 

Wesco Financial Corporation: 

A copy of Item 12 of the Annual Report Form 10-K £or the year ended 
December 31, 1979 filed by Wesco Financial Corporation is incorporated 
herein .~y reference and filed as Exhibit E. 

S-9 

s-10 

s-11 

s-12 

Financial Statements bf Subsidiaries not Qonsolidated, other than The Illinois National 
Bank & l'rust Co. bf Rockford, are omitted. Investments in and advances to such subsidi
aries by the Registrant and the Registrant's other subsidiaries did not exceed 10 percent 
of the to'tal consolidated assets of the Registrant at December 29, 1979; the total sales 
and revenues of such subsidiaries in 1979 did not exceed 10 percent of 1979 consolidated 
sales and revenues of the .Registrant; the Registrant's equity in income before taxes and 
extraordinary items of such subsidiaries was less than 10 percent bf the average for the 
last five years of Stich income of the Registrant and its consolidated subsidiaries. 

All other Schedules are omitted because the information required therein is not .applicable 
or is given in the financial statements or the notes thereto. 

The 1979 Annuai Report and the Proxy material with respect to the 1980 Annual Meeting of 
Stockholders have not been sent to ~tockholders but will be furnished to them subsequent 
to the filing of the Annual Report on this form. 
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I~~ Lrw~k, Mitchell&Co 
Certified Public Accouniants ',:' 

ACCOUNTANTS' REPORT 

The Board of Directors and Stockholders 
Berkshire Hathaway Inc.: 

We have examined. the financial statements and related supporting schedules 
of B¢rkshire Hathaway Inc, and consolidated subs.:i.diaries and Boarkshire 
Hathaway Inc. as listed in the accompanying index. Our examinations 
were made in accordance with generally accepted auditing standards, and 

"accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. We 
·,did not· examine the f:i.nancial stat!!lllents of Blue Chip Stamps, 1979 and 
1978, and Wesco Financial Corporation, 1979 only, the assets' relating to 
such as reflected in the accompanying consolidated financial statements 
constitute 26 percent and 25 percent and total revenues constituting 35 
percent and 32 percent of the consolidated totals for 1979 and 1978, 
respectively. These statements were examined by other auditors Whose 
report thereon has been furnished to .us and our opinion expressed herein, 
insofar as it relates to the amounts included for Blue Chip Stamps and 
Wesco Financial Corporation (1979 only), is based solely upon the report 
of the other auditors. 

In our opinion, based upon our examinations and the repoi't of other auditors, 
the aforementioned financial statements present fairly the financial position 
of Berkshire Hathaway Inc. and consolidated subsidiaries at December 29, 
1979 and December 30, 1978 and the results of their operations and changes 
in their financial position for the years. then ended and the financial 
position of Berkshire Hathaway Inc. at December 29, 1979 and December 30, 
1978 and the results of its operations and changes :in its financial position 
for the years then ended, all in confonnity with generally accepted accounting 
principles applied on a consistent basis, after restatement for the change, 
with which we concur, as explained in note 1 to the consolidated financial 
statements; and the supporting schedules; in our opinion, present fairly the 
inf0rmation set forth therein. 

Omaha, Nebraska 
February 28, 1980 

PEAT, MARWICK, MITCHELL & CO. 

F-1 



BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Surrl~~c!?t".!! !-~::t2:3 tc ConaoliJ.at:ed :".i::~n.:.i.il 3ta::enle1.ts 
December 29, 1979 and December 30, 1978 

(dollars in thousands) 

A) Parent Company Financial Information 

Balance Shel!ts 
Assets: 

Investment:; in subsidiaries (inciudes unrealized 
appreciation of marketable equity s~curities 
held by insurance subsidiaries) 

Cash and U• S. Treasury bills 
Accounts receivable and inventories of parent 

company's textile business 
Other assets . 

.• ' • .,. u Liabilities and stockholders' equity: 
Accounts payable and accrued expenses 
Senior notes 
Other notes and debentures 
Current and deferred income taxes 

Stockholders' equity 
(See consolidated balance sheet) 

Statements of Earnings 

Income: 
Dividends and interest from subsidiaries 
Equity in undistributed earnings of sub~idiaries 
Gross profit from textile product sales 
Other income 

coats and expenses: 
Administrative and selling expense 
Interest expense 
Income taxes (credit) 

Net earnings 

F-2 

Dec. 29, 
1979 

$367,747 
1,113 

14,853 
3,083 

$3116,796 

$ 4,557 
25,857 
10,556 

863 

41,833 

344,963 

$386,796 

1979 

$ 8,395 
36,267 
4,838 

107 

49,607 

$ 3,591 
3,172 

27 

61790 

$ 42,817 

Dec. 30, 
1978 

279,501 
2,913 

13,672 
2,620 

298,706 

5,118 
27,000 
11,279 
l, 063 

44,460 

254,246 

298,706 

1978 

9,387 
31,804 
4,141 

31 

45,363 

3,628 
2,740 
(247) 

6,121 

39,242 



!i 

BERKSHIRE .HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

3upplewcnt.:al :;0_tea to ConsoliddteU F.L.nan..:l_ai 3tatements 
December 29, 197S and J)ecember 30, 1978 · 

(dollars in thiiusands) 

A) Parent Company Financial Information (continued) 

Statements of Changes in Financial Posifion 

Funds pr0vided: 
From operations: 

Net E,arnings 
Ctargea (credits) not requiring (providing) funds: 

Depreciation. and amortization of property 
and equipment '\, 
Increase in receivaD'}P.s and inventories 
Equity in tindisttibut~d earnings of subsidiaries 
Increase (decrease) in accounts payable 

' Increase (decrease) in income tax liabilities 
Decrease (increase) in other assets 

Proceeds from issuance of debt 
Decrease in ·cash 

Funds used: 
Investment in U. S~ Treasury bills 
Purcha~e of property ll.nd· equipment 
Retirement of debt · 
Investment in and advances to subsidiaries 
Purcha~.e of treasury stock 

" 
Increase in cash 

B) Compensating Balance Arrangements with Banks 

1979 

$ 42,817 

36Cl 
(1,181) 

(36,267) 
(561) 
(200) 

(2) 

4,966 

2,774 

$ 7,740 

$ 974 
821 

1,866 
4,079 

7,740 

$ 7,740 

1978 

39,242 

390 
(443) 

(31,804) 
2li() :{ 

21J6 
i'h 

8 ,oi12 
q~ 

8,075 

279 
2,426 
2,035 

574 
5,314 
2,761 

8,075 

The Company has a $10,CIOO line of credit with a bank for which it has agreed 
to maintain average balances with the bank of 5% of the liner plus 10% of 
outstanding borrowings under the .line. The approximate daily· average limourtt 
of borrowings under the line in 1979 was $234. The average' annual interest 
cost of the borrowings was 11. 75%. The maximum short-term !iorrowings under 
the line at any month end in 1979 was $1,500 1 with no outst~nding borrowings 
thereunder at December 29 1 1979. In 1978, the Company paid 8.21% interest 
with respect to $1,910 average borrowings, the maxim11111 borrowings at any 
month-end were $3,500, and there ware no outstanding borrowings at December 
30, 1978. 

Dlue Chip has a line of credit arrangement with another bank providing for 
borrowings of up to $5 1000 for which it has agreed to aaintain compensating 
balances of $250. Short-term borrowings from this bank by Blue Chip are 
required to be collateralize<i by securities with a market value. of at least 
150% of the amount of the borrowings. Biue Chip's maxi111UJ11 outstanding 
short-term borrowings were $6,500 in 1979 and $8,000 in 1978, including 
amounts in additton to the credit line arrangement. Blue Chip's daily 
average short-term borrowings were $135 in 1979 and $1,432 in 1978, at 
avei:age annual interest rates, respectively, of l.5.16% and 10.5%. Blue Chip 
had no short-term borrowings outstanding at the end of either 1979 or 1978. 

F-3 
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BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Supplemental Notes to Consolidated Financial Statements 
December 29, 1979 and December 30, 1978 

(dollars in thousands) 

C) Supplementary Information 

At December 29, 1979 187,138 shares of common stock of the Company's $5 par 
value common stock was held in treasury by the company, of which 136,637 
shares were held by the parent company and 50,501 shares were held by 
affiliates in the Insurance Group. In the accompanying Consolidated 
Financial Statements all these shares are reflected as treasury stock, at 
coat to the acquiring co~pany; in the Financial Statements of the Insurance 
Group the shares held by those affiliates are reflected in the balance sheet 
at cost. None of the shares are reserved for options, warrants, conversion 
or other rights. 

Inventories used in the computation of cost of manufactured products sold for 
1979 and 1978 are as follows: 

December 31, 1977 

December 30, 1978 

December 29, 1979 

$23,776 

23,029 

25,704 

Certain items of expense that exceeded 1% of revenues in the Consolidated 
Statements of earnings were as follows: 

Maintenance and repair 
Taxes other than income taxes: 

Payroll 
Other 

Advertising coats 

F-4 

1979 
. $4,780 

6,917 
4,724 
1,934 

1978 
5,213 

5,753 
1,752 
1,547 



l!,.4~k,Mitchell&Co 
Certified Public Accountants 

ACCOUNTANTS' REPORT 

The Board. of Directors and Stockholders 
Berkshire ifathaway Irtc.: 

We have• exam;i.ned the financial" statements and related supporting schedules 
of the Berkshire Hathaway Inc. - Insurance Group as listed in the accompa-. . . 
nying index •. Our examinations wete 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. We .. did not eltamine the financial statements of Blue Chip 
Stamps, an investee of the Insurance Group. The Insurance Group's invest
ment in Blue Chip Stamps at December 31, 1979 and 1978 was $35,355,000 and 
$31',442,000, respectively, and its equity in net earnings of Blue Chip Stamps 
was $3,960,000 and. $3,230,000 for the years 1979 and 1978, respectively. The 
financial statlll!lents of Blue Chip Stamps were examined by other auditors 
whose report thereon has beert furnished to us and our opinion expressed 
herein,.in!lofar as it relates to the amounts included for Blue Chip Stamps, 

·is based solely upon the report of the other auditors. 

Irt our opinion, based upon cmr examinations and the report of other auditors, 
t]1e aforementioned financial statements present fairly the financial position 
of the Berkshire Hathaway Inc. - Insurance Group at December 31; 1979 and 
1978 and the results of their operations and changes in their financial 
position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basj,s, after restatement for 
the change, with which we concur, as. explained in note l to the consolidated 
financial statements; and the supporting schedules, in our opinion, present 
fairly the information set forth therein. 

Omaha, Nebraska 
February 28, 1980 

PEAT, MARWICK, MITCHELL & CO. 
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BERKSHIRE HATHAWAY INC. 
Insurance Group 

lJsJ .gnc'i!: SheP.t ~ 
(dollars in thousands) 

Assets 

Investments - other than investment in affiliate: 
Bonds, at amortized cost (market, 

1979 - $171,466, 1978 - $155,540) 
Marketable equity securities, at market (note C) 
Invested cash, U. S, Treas~ry Bills and other 

short-term investments. ~t::ccQst which 
approximates market 

Total investments - other than 
~ investment in affiliated (note D) 

Investment in Blue Chip Stamps, an affiliate (note E) 

Cash 

Premiums and agents' balances receivable 

Reinsurance recoverable on paid losses 

Accrued investment income and due for security sales 

Property and equipment, at cost less accumulated 
depreciation of $1,956, 1979; $1,541, 1978 

Deferred premium acquisition costs 

Other assets, including $2,948(tnvestment, 'at 
in 50,501 shares of Berkshire Hathaway Inc. 

cost, 

Liabilities, Capital Stock and Surplus 
.'.-

Losses and loss adjustment expenses 

Unearned premiums 

Current income taxes 

Deferred income tax~s 

Other liabilities 

Capital stock and surplus: 
National Indemnity Company, $10 par value. 

Authorized 750,000 shares; issued 550,000 shares 
National Fire and Marine Insurance Company, 

$100 par value. Authorized 50,000 shares; 
issued 25,000 shares 

Columbia Insurance Company, $100 par value. 
Authorized and issued 20,000 shares 

Paid-in surplus 
Unrealized appreciation of marketable equity 

securities, net of provision for applicable 
income taxes (note C) 

Unassigned surplus (note F) 

Total capital stock and surplus 

Contingency (note E) 

*1978 restated - see note l(B) to consolidated 
financial statements of Berkshire Hathaway Inc. 

See accompanying notes to financial statements. 
F-6 
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December 31, 
1979 1978* 

" 

$185,564 157,651 
336,680 220,929 

9,054 43,068 

531,298 421,648 

35,355 31,442 

3,128 2,570 

20,546 18,896 

5,965 5,413 

7,009 4,424 

3,386 2,757 

13,652 13,846 

3,082 3,432 
' $623,421 504,428 

$197,698 180,870 

73,604 69,368 

5,006 4,591 

50,696 34,962 

13,570 10,472 
340,574 300,263 

5,50() 5,500 

2,500 2,500 

2,000 2,000 
24,457 24,457 

108,913 61,014 
139,477 108,694 

282,847 204,165 

$623,421 504,428 



BERKSHIRE HATHAWAY INC. 
Insurance Group 

Statements of Income and Unassigned Surplus 
(dollars in thousands) 

Underwriting income: 
Premiums written 
Increase in unearned premiums 

Premiums earned 

Losses,; and claims 
Loss adjustment 'expenses 
Underwriting exp'enses (note G) 

Underwriting gain 

Investment income: 
Interest on bonds 
Dividends on stockl!,of unaffiliated companies 
Interest on short-term investments and other 

interest 

Less investment expenses 
Net investment income 
Income before income taxes 

and items below 

Applicable income tax expense (note H) 

Income before items below 

Equity in earnings of Blue Chip Stamps, an affiliate 
(!lote E) 

Income before r!!alized gain 
on investments 

Realized gain on. investments 
Applicable income tax expense (note H) 

Net realized gain on 
investments (note I) 

Net unrealized appreciation in market values 
of preferred and coDDDon stocks of unaffiliated 
companies of $64,105 in 1979 arid $12,628 in 
1978 has been excluded from the determination 
of net income. 

Net income 

Unassigned surplus at beginning of year 

Dividends paid to stockholders 

Unassigned surplus at end of year 

See accompanying notes to financial statements. 
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Year ended 
December 31, 

1979 1978 

$186,185 
4,235 

181,950 

101,438 
18,899 
57,870 

178,207 

3,743 

13,536 
10,818 

52 
24,406 

182 
. 24,224 . 

27,967 

5,405 

22,562 

3,960 

26,522 

8,698 
2,457 

6,241 

32, 763. 

108,694 

(1, 980) 

139,477 

'-' 

198,313 
12,240 

186,073 

108,642 
23, 621 
50,809 

183,072 

3,001 

9,671 
8,214 

2,059 
19,944 

239 
19,705 

22,706 

. 4,681 

18,025 

3,230 

21,255 

12,873 
4,000 

8,873 

30,128 

84,041 

(5,475) 

108,694 
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BERKSHIRE HATHAWAY INC. 
Insurance Group 

Statements or Changes in Financial Position 
(dollars in thousands) 

Funds provided: ,, 
From ~perations: 

Net income 
Charges (credits) to income not requiring 

(providing) funds: 
Equity in undistributed earnings of 

Blue Chip Stamps . 
Accretion of discount on bonds 
Depreciation 
Increase in unpaid losses and loss expenses 
Increase in unearned premiums 
In.crease in premiums receivable and 

agent balances 
beci;ease (increase) l.n deferred 

acquisition costs 
Increase (decrease) in liability for 

income taxes applicable to earnings 
Increase in accrued investment income, etc. 
Other 

Funds provided from operations 

Decrease in cash 

Funds used: 
Purchases of property, furniture, fixtures 

and equipment 
Net purchase of investments* 
Dividends paid 
Increase in cash 

*Net purchase of investments: 
U. S. Treasury Billa 
Bonds 
Preferred stocks 
Coanuo0 stocks of unaffiliated companies 
Comllion stock of Blue Chip Stamps 

Net p~rchase of investments 

See accompanying niltes to. financial statanents. 
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Year ended 
December 31, 

1979 1978 

$32,763 

(3,913) 
(l, 178) 

459 
16,828 
4,236 

(l, 650) 

194 

(57) 
(2,585) 
2,896 

47,993 

30,128 

(3,175) 
(l,000) 

304 
41,409 
12,240 

(5,854) 

(2,994) 

5,710 
(1,533) 

851 

76,086 

''..! 

47,993 

2. 03_7 ;;"·•.c:•· .,; 

78,123 

$ 1,088 897 
44,367 71,751 

1,980 5,475 
558 

$47,993 78,123 

(34,014) 20,930 
26,735 23,772 

2,620 715 
49,026 24,929 

1,405 

$44,367 2!.· 751 
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BERKSHIRE HATHAWAY INC. 
Insurance Group 

!:vt~o t:o Financial SLciL.cah:ilh .. & 

(dollars in thous~~ds) 

(A) Significant Accounting Policies 

See note l to. the consolidated financial statements of Berkshire which 
includes a summary of signj/Hcant accounting policies and practices of the 
lnsurB.nce Group. __,X 

- '_/· ,, 
(B) Basis of Presentation \\ 

The financial statements of the Insurance Group are presented on a combined 
basis with significant intercompany transactions and \balances eliminated, 
and in accordance with generally accepted accounting ~rinciples (GAAP). 
Such principles differ in some respects from principles prescribed or 
permitted by insurance regulatory authorities (statutory method) ,·,i.n 
accordance with which the companies maintain their records. A J~ 
reconciliation of the aggregate capital stock and surplus ("Surplu,1 as 
regards Policyholders") as determined under the statutory method to."Uhat 
determined and reported herewith in accordance with GAAP is as follow\\: 

Statutory surplus as regards policyholders 
Provision for Federal Income taxes on excess of 

NAIC market valuations over cost valuations 
of investments in equity securities (excluding 
stock of Blue Chip Stamps) 

Excess of amortized cost of bonds over NAIC market 
valuations (NAIC values over amortized cost) 

Excess of carrying value of investment in Blue 
chip St.amps (determined under GAAP pursuant 
to the equity method) over NAIC market valuation 

Excess of NAIC market valuation at December 31, 
1978 over cost of investment in comma.~ stock 
of Berkshire Hathaway Inc. 

Investment in common stock of Berkshire Hathaway 
Inc. at cost, not admitted under statutory method 

Provision under GAAP for policyholder dividends 
and unbilled premiums 

Deferred insurance premium acquisition costs 
E:.<cess statutory liability· 1oss reserves 
Net recoverable from unauthorized reinsurers 
Sundry nonadmitted assets 
Income tax effects and adjustments 
Capital stock and surplus per accompanying 

financial statements 

\\ 
December 31 ~--

19 7°"9..::.;;..;;...;._;..;;,_._o""'"i 9 7 8 < •· 

296,208 

(42,355) 

238 

4,144 

2,948 

(1,041) 
13,652 

9,669 
2,003 
4,679 

(7,298) 

$282,847 

215 ,09 5 

(26,149) 

(1,350) 

6,615 

(4,728) 

(3) 
13,846 
4,399 
2,093 
4,386 

(l0,039) 

204,165 

Statutory net income is reconciled to GAAP net income as follows: 

Statutory net income 
Increase (decrease) in deferred acquisition costs 
Equity in undistributed earnings of Blue Chip 

Stamps, net of amortization of excess cost 
Increase in earned but unbilled premiums 
Increase in unpaid policyholders dividends 
Income tax effects and adjustments 

Net income - GAAP 

F-9 

December 31, 
1979 1978 

27,502 
(194) . 

3,913 
112 

(l, 178) 
2,608 

$32,763 

(Continued) 

27,537 
2,994 

3,175 
60 
0) 

C3,63S} 

30,128 
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BERKSHIRE HATHAWAY INC. 
Insurance Group 

·Notes to ~'inanc1al Stat.ements 
(dollars in thousands) 

(C) Investments - Other Than Investment in Affiliates 

A summary of the Insurance Group's aggregate cost and aggregate market value 
of investments in marketable equity securities follows: 

o.--. 

December 31, December 31, 
1979 1978 

Cost Market Cost Market 

Preferred stocks 6,343 5, 772 24,080 32,757 
ComlliOn stocks 179,070 330,908 109,686 188, 172 

Total marketable 
equity securities 185,413 336,680 133,766 220,929 

The excess of the aggregate market value over aggregate cost represented 
unrealized .gains less unrealized losses as folf:.'ws: 

c) December 31, 

I 

" 

Unrealized gains 
Unrealized losses 

Net exc.ess of market over cof.t 

1979 1978 

$1.52,293 
1,026 

$151,267 

87 ,691 
528 

87,163 

Marketable equity 6ecurLtLes are carried in the balance sheets at market value 
(see note I(b) to the consolidated financial statements of Berkshire 
Hathaway Inc.) A liability for deferred income taxes, computed at capital 
gains rates, is included in the ba'lance sheet with respect to the net excess 
of market value over cost of marketable equity securities. This provision 
amounted to $42,355 at December 31, 1979 and $26,149 at December 31, 1978. 

() 

(D) Certain Significant Investments 

Investments by the Insurance Group in persons, other than affiliates, with 
market value greater than 2% of the aggregate market value of total 
investments other than affiliate were as follows at December 29, 1979: 

Aluminum Company of America 
American Broadcasting Companies, Inc. 
Ford Motor Credit Company 
General Foods 
Government Employees Insurance Company 
Handy & Harman 
Interpublic Group of Companies, Inc. 
Kaiser Aluminum and Chemical Corporation 
Safeco Corporation 
Tenneco Offshore Company, Inc. 
Washington Post Company 
F W Woolworth Company 

L 

\' 

Approximate 
Market 
Value 

$21,302 
9,673 

19,634 
11, 746 
68,333 
38,537 
23,736 
28,320 
35,527 
12,582 
39,241 
19,394 

. (Continued) 



BERKSHIRE HATHAWAY INC. 
Insurance Group 

Notes to Financial Statements 
(dollars in thousands) 

(E) Investment in Blue Chip Stamps 

The investment in Blue Chip Stamps ("Blue Chip") by the companies compr1s1ng 
the Insurance Group represented approximately 27.4% of that company's 
outstanding shares at both December 29, 1979 and December 30, 1978. The 
investment is accounted for by the Insurance Group by the equity method. 
(This differs from the presentation in the consolidated financi.al statements 
of Berkshire Hathaway Inc. and subsidiaries wherein the accounts of Blue 
Chip are consolidated.) 

Equity of the Insurance Group in net earnings of Blue Chip reflects the 
following for the past two ·years: 

Dividends received 
Equity in undistributed earnings 
Provision for current income taxes 
Provision for deferred income taxes 
Amortization of excess of cost of investment 

over underlying net asset values 

December 31, 
1979 1978 

$ 340 
3,913 

(23) 
(270) 

$3,960 

331 
3,507 

(24) 
(252) 

(332) 

3,230 

The amortization charge in 1978 of the Insurance Group represents the amount 
required to ·adjust the carrying value of the shares to their underlying book 
value as reported by Blue Chip as of December 30, 1978. 

The balance sheets of Blue Chip as of December 29, 1979 and December 30, 1978 
are summarized as follows: 

- ··- ., ',. BLUE CHIP STAMPS 

Consolidated Balance Sheets 

Assets 

Cash and short-term investments 
Marketable equity securities, at cost 

(market: 1979 - $146,677; 1978 - $87,474) 
Inventories 
Property, fixture's and equipment, net 
Investment in Mutual Savings and Loan Association 
Excess of cost over equity in net assets of 

consolidated subsidiaries 
Other assets 

Liabilities and Stockholders' Equity 

Accounts payable and accrued expenses 
Income taxes payable 
Liabilities for unredeemed trading stamps 
Notes payable 
Minority stockholders interest 
Stockholders' equity 

F-11 

December 
1979 

$ 15,229 

122,802 
14,414 
49,220 
36,810 

15,146 
32,105 

$285,726 

$ 18,615 
3,423 

67 ,524 
48,902 
19,085 

128, 177 

$285. 726 

29, December 30, 
1978 

19,475 

86,002 
7,960 

44,374 
37,452 

15;615 
29,813 

240,691 

13,880 
4,435 

66,832 
23,675 
17 ,405 

114,464 

240,691 
(Continued 



BERKSHIRE HATHAWAY INC. 
Insurance Group 

i:;vtes to Flnancia.~ SLaLemt::nLs 
(dollars in thousands) 

(E) Investment in Blue Chip Stamps (continued) 

A footnote accompanying the 1979 financial statements of Blue Chip Stamps 
stated that Buffalo Evening News, Inc., ·a subsidiary of Blue Chip was 
engaged in certain legal proceedings, with counsel for Blue Chip unable at 
this time to express any opinion as to the likely outcome of the action. 
Blue Chip's investment in such subsidiary represented less than 25% of its 
total shareholders' equity at December 30, 1979. See note 13 of notes to 
consolidated financial statements of Berkshire Hathaway Inc. ·'"· 

Earnings of Blue Chip for the past two years are summarized below: 

BLUE CHIP STAMPS 

Consolidated Earnings Summaries 

Revenues: 
Candy 
Newspapers 
Steel products 
Promotional services 
Dividends and interest 
Other 

Total revenues 

Earnings before securities gains or losses 

Per share 

Net earnings 

Per share 

(F) Unassigned Surplus 

52 weeks ended 
Dec. 29, 

1979 

$ 87,314 
4"6,245 
37,510 
18,277 

8,009 
1,867 

$199,222 

$ 14,303 

2.76 

15,526 

$3.00 

Dec. 30, 
1978 

73,653 
44,674 

20,322 
5,474 
1,814 

145,937 

13,553 

2.62 

14,280 

2.76 --

Surplus is restricted for dividend purposes by the insurance departments of 
the states in which the companies do business. 

(G) Underwriting Expenses 

The following expenses comprise underwriting expenses: 

Connnissions and brokerage 
Salaries and other compensation 
Taxes, licenses and fees 
Other underwriting expenses 

Total statutory underwriting expense.s 

Decrease (increase) in deferred acquisition costs 

F-12 

1979 

$38,966 
7,321 
3,435 
7,954 

57,676 

194 

$57,870 

(Continued) 

1978 

38,977 
5,394 
3, 751 
5,681 

53,803 

(2,994) 

50,809 



BERKSHIRE HATHAWAY INC. 
Insurance Group 

Notes to i"inancial !>cai:ements 
(dollars in thousands) 

{H) Federal>: Income Taxes 

-·-· 

Federal income tax expense is made up of the following: 

Current income tax expense 
Deferred income tax expense 

The totals are applicable to: 
Operating earnings othei:' than 

earnings of Blue Chip 
equity 

Equity in earnings of Blue Chip 
Realized investment gain 

'l'he current expense is applicable to: 
Operating earnings other than equity 

earnings of Blue Chip 
Dividends received from. Blue Chip 
Realized investment gain 

Totals 

in 

in 

The deferred expense relates to the following: 
Change in deferred acquisition costs 
Equity in undistributed earnings of Blue Chip 
Accretion of discount on bonds, not currently 

taxable 
Accumulated accreted discount on bonds sold 
Accrued policyholder dividends payable 
Unbilled revenues 

1979 

$ 8,626 
(471) 

$ 8,155 

$ 

$ 

5,405 
293 

2,457 

8,155 

6,146 
23 

2,457 

8,626 

(366) 
270 

318 
(187) 
(530) 

24 

$ (471) 

1978 

7 ,133 
1,824 

8,957 

4,681 
276 

4,000 

8,957 

2,950 
'24 

4,159 

7,133 

1,438 
252 

266 
(159) 
(276) 
303 

1,824 

Income tax expense is reconciled to the Federal 46% statutory rate for 1979 
and 46% rate for l.978 as follows: 

Income tax expense at statutory rate 
Decreases resulting from: 

Tax-exempt interest 
85% dividends received credit relating to: 

Dividends from unaffiliated companies 
Equity in earnings of Blue Chip Stamps 

Long-term capital gain tax rate differential 
Discount accretion and other 
Benefit from affiliates 

F-13 

1979 

$18,804 

(2, 747) 

(4,230) 
(1,663) 
(1, 544) 

(183) 
(282) 

$ 8,155 

(Continued) 

1978 

18, 761 

(2,652) 

(3 j 352) 
Cl,407) 
(2,067) 

(167) 
059) 

8,957 



BERKSHIRE HATHAWAY INC. 
Insurance Group 

Notes to Financial Statements 
(dollars in thousands) 

(I) Investment Gain and Loss 

. /I . 
A summary of realizeli and unrealized investment gain or loss of the Insurance 

Group for 1979 and 1978 is as follows: 

)! 

Bonds 
Preferred stocks 
Common stocks 

Bonds 
Preferred stocks 
Common stocks 

$ 

$ 

Net 
realized 

gs in 

1,045 
31 

7,622 

8,698 

1,848 
16 

11,009 

$12,873 

Applicable 
income 
tSJtes 

293 
9 

2,155 

2,457 

574 
6 

3,420 

4,000 

Net 
realized 
gain less 

income 
tSJtes 

1979 

752 
22 

5,467 

6,241 

1978 

1,274 
10 

7,589 

8,873 

Net 
unrealized 

gain 
(loss) 

--· 
(9,248) 
73,353 

64,105 

(5,183) 
17,811 

12,628 

(Unaudited) The difference continuously changes between cost and market value of 
the securities portfolios; with respect to marketable equity securities held at 
December 29, 1979, the net unrealized gain, less net realiz.ed gain, computed as 
of a date (March 17, 1980) subsequent to year-end but prior to the date of issu
ance of these financial statements, decreased $4'3,686. 
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I ~Lrwick,Mitcheil&Co 
Certified Public Accountants 

ACCOUNTANTS 1 REPORT 

The Board of Directors 
The Illinois National Bank & Trust Co. of Rockford: 

We have examined the consolidated financial statements and related 
supporting schedules of The Illinois National Bank & Trust Co. of 

''Roc)fford and subsidiary (a 97. 7% subsidiary of Berkshii:e Hathaway 
Inc;) as listed in th~ accompanying index. Our examinations were 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records anci such 
ot;her audi.ting procedures as we considered necessary in the 
circumstances. 

In our opinion, the aforementioned consolidated financial ~tatements 
present fairly the financial position of The Illinois National Bank & 
Trust Co. of Rockford and subsidiary at December 31, 1979 and 1978 
and the reeiilts of their operations anci changes in their financial 
position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis; and the 
supporting schedules, in our opinion, present fairly the information 
set forth therein. 

Rockford, Illinois 
January 11 1 1980 

PEAT, MARWICK, MITCHELL & CO. 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

TtiD tl ! in~i!! ?-!:it ict...:l! Ban!i.: s '!'ti..;:t :v. uJ. ~vckforti 
and Subsidiary 

Consolidate,d Balance Sheets 

December 31, 1979 and 1978 

<S:. Assets 

Cash and non~interest bearing due from hanks 
Investment securities (market value: 

1979 ~ $97,475,000; 1978 - $111,458,000) 
(notes 2 and 8) 

Federal funds sold 

Loans (note 3) 
Less: 

Unearned discount 
Allowance for possible loan losses 

Bank premises and equipment (note 4) 
Other assets (note 10) 

Liahilit.ies and Stockholders' Equity 

Liabilities: 
Demand deposits 
Savings deposits 

.Time deposits (note 5) 
Total deposits 

Liabflity for borrowed funds 
Accrued taxes and other liabilities (notes 6 & 10) 

Total liabilities 

Stockholders' equity: 
Common stock of $20 par value. 

Authorized and issued 250,000 shares 
Surplus 
Undivided profits (note 8) 
Reserve for contingencies (note 9) 

Total stockholders' equity 

1979 

$ 27,601,928 

104,102,784 

89,650,798 

(4,548,464) 
(724,900) 

84,377 ,434 

1,820,163 
3,097,146 

$220,999,455 

$ 53,051,059 
44,013,145 
90,158,614 

187,222,818 

3,367,338 
2,821,507 

193,4ll ,663 

5,000,000 
5,000,000 

16,287,559 
1,300,233 

27,587,792 

$220,999,455 

See accompanying notes to consolidated financial statements. 
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1978 
(note 11) 

20,231,765 

112 ,209 ,45 7 
3,000,000 

80, 765,828 

(3,919,300) 
(724,900) 

76,121,628 

1,105, 719 
3,145,995 

215,814,564 
==-,---';::-

58,132, 746 
48,186,034 
78,815,613 

185,134,393 

2,356,584 
2,413,309 

189,904,286 

5,000,000 
5,000,000 

14,610,045 
1,300,233 

25,910,278 

215,814,564 



BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The Illinois National Bank & Trust Co. of Rockford 
and Subsidiary 

Consolidated Statements of Earnings 

Years ended December 31, 1979 and 1978 

Interest income: 
Interest and fees on loans 
Interest and dividends on investment securities: 

Taxable interest 
Interest exempt from Federal income taxes 
Dividends on Federal Reserve Bank stock 

Other interest income 
Total interest income 

Interest expense: 
Savings deposits 
Time deposits in denominations less than $100,000 
Time depo~its in denominations of $100,000 or more 
Short-term borrowings 

Total interest expense 

Net interest income 
Provision for loan losses (note 3) 

,,.v.-=:,., 
Other.~ income: 

T II. f rlust ees 
ol\her 

Other expenses: 

Net interest income after 
provision for loan losses 

Total other income 

Salaries and employee benefits 
Occupancy, net 
Furniture and equipment (note 4) 
Other 

Total other expenses 

Earnings before income taxes 
and securities losses 

Income taxes, net (note 6) 
Earnings before 
securities losses 

Securities losses, net of related tax benefit of 
$52,000 in 1979 and $19,867 in 1978 (note 6) 

Net earnings 

Earnings per share: 
Earnings before securities losses 
Securities losses 

Net earnings 

1979 

$ 9,344,297 

3,941,947 
4,405,336 

18,000 
486,248 

18,195,828 

2,453,643 
4,175 ,508 
2, 729,428 

246,405 
9,604,984 

8,590,844 
107,800 

8,483,044 

801,237 
407,408 

1,208,645 

2,360,452 
322,571 
246,247 

1,015,065 
3,944,335 

5,747,354 

601,000 

5,146,354 

68,840 

$ 5,077,514 

$20.59 
.28 

$20.31 

See accompanying notes to .consolidated financial statements. 
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1978 
(note 11) 

6,479,704 

3,754,076 
4,032'161 

18,000 
298,069 

14,582,010 

2,590,452. 
3,382,777 
1,413,469 

38,288 
7,424,986 

7,157,024 
60,000 

7,097,024 

709,603 
452,034 

1,161,637 

2,173,834 
311,427 
212,348 
738,850 

3,436,459 

4,822,202 

459,425 

4,362, 777 

19,805 

4,342,972 

17 .45 
.08 

17 .37 



BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

Th.; Illinois: t~ai:loual ildnk ~ Trut:iC Lo. or H.oc~ford 
and Subsidiary 

Consolidated Statements of Changes in Stockholders' Equity 

Years ended December 31, 1979 and 1978 

Undivided Reserve for 
Coalmon profits Contingencies 
stock Surplus (note 8) (note 9) 

Balance, January 1, 1978" $5,000,000 5,000,000 13,266,149 1,301,157 

Net earnings 4,342,972 
Cash dividends - $12 per share (3,000,000) 
Transfer from reserve for 

contingencies ~ loan. loss 
provision 924 (924) 

Balance, December 31, 1978 5,000,000 5,ooo,ooo 14,610,045 1,300,233 

,Net earnings 5,077 ,514 
Cash .dividends - $13.6(1 per share (3,400,000) 

Balance, December 31, 1979 $5,000,000 5,000,000 16,287,559 1,300,233 

See accompanying· notes to consolidated financial statements. 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The Illinois National Bank & Trust Co. of Rockford 
and Subsidiary 

Consolidated Statements of Changes in Financial Position 

Years ended December 31, 1979 and 1978 

Funds provided: 
From operations: 

Net earnings 
Items which did not require (provide) 

c 
funds from operations: 

Depreciation 
Provision for 101m losses 
Deferred income taxes 
Discount accretion 
Other 

Total funds provided from operations 

Incre~se in: 
Deposits 
Liability for borrowed funds 

Decrease in: 
Federal funds sold 
Cash and due from banks 
Investment securities 

Other, net 
Total funds provided 

Funds used: 
Increase in earning assets: 

Investment securities 
Loans 

Additions to bank premises and equipment, net 
Cash dividends 
Increase in cash and due from banks 
Other, net 

Total funds used 

1979 

$ 5,077,514 

135,315 
107,800 
(55,000) 

(168,021) 
71,014 

5,168,622 

2,088,425 
1,010,754 

3,000,000 

8,274,694 
463,198 

$20, 005',.693 

8,363,606 
849,759 

3,400,000 
7,370,163 

22,165 
$20,005,693 

See accompanying notes to consolidated financial statements • 
• 
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1978 

4,342,972 

85,491 
60,000 

(11, 786) 
(163,878) 

24,390 
4,337,189 

10,266.,034 
2,356,584 

4,ooo,ooo 
741,511 

708,"501 
22,409,819. 

1:;1 
4,876,153 

13,913,742 
329,729 

3,000,000 

290,195 
22,409,819 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The ·Illinois National Bank & Trust Co. of Rockford 
and Subsidiary 

Notes to Consolidated Financial Statements 

lkcember 31, 1979 and 1978 

(1) Significant Accounting Policies 

The accounting policies of The Illinois National Bank & Trust Co. of Rockford 
(a 97.7% owned subsidiary of Berkshire Hathaway Inc.) and its wholly-owned 
subsidiary, Brown Building Corporation, conform to generally accepted 
accounting principles and to general practice within the bankin~ industry. 
The following is a description of the more significant a(!counti.{g policies: 

Consolidation 
II 

The consolidated financial statements include those of the Bank and its 
wholly-owned subsidiary. All significant intercompa11y transactions are 
eliminated in consolidation. 

Investment Securities 

Investment securities are stated at cost, adjusted for straight-line 
amortization of premium and effective-yield accretion of discount. Gains 
or losses on sales of investment securities are recognized only upon 
realization and are shown. separately in the statements of earnings. 

Unearned Discount 
;_~ 

Consumer credit loans are generally made on a discount basis. Unearned 
discount is taken into earnings. over the terms of the respective loans 
using a method that approximates straight-line, which does not differ 
materially from accelerated income recognition methods required by 
generally accepted accounting principles. 

Bank Premises and Equipment 

Bank premises and equipment are stated at cost less accumulated 
depreciation. Depreciation is computed on the straight-line method for 
buildings (except the b.ranch facility) and automobiles, and on an 
accelerated method for the branch facility, improvements, and other 
equipment. Rates of depreciation are based on the following: 
buildings, 40 years; improvements and other equipment, 3-8 years. 

Costs of major additions and improvements are capitalized. Expenditures 
for maintenance and repairs are charged against operafions as incurred. 

Income Taxes 

The Bank utilizes the accrual method of accounting for financial reporting 
purposes, but files its income tax returns on a cash basis. Investment 
tax credits are treated as a reduction of the provision for Federal 
income taxes in the year realized. 

Provision for Possible Loan Losses 

The provision for possible loan losses is based on past loan loss 
experience, management's evaluation of the loan portfolio under current 
economic conditions, and such other factors as in management's best 
judgment, deserve current recognition in estimating loan losses. 

Trust' Fees 
;..~----

Trust fees are recognized as income when ''received. The effect of not 
recording fees on the accrual basis is not material to the financial 
statements. 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The Illinois National Bank & Trust Co. of Rockford 
and Subsidiary 

Notes to Consolidated Financial Statements 

(2) Investment Securities 

A summary of investments, by major classification, is as follows: 

December 31, 1979 
(in thousands) 

December 31, 1978 
(in thousands)~> 

Book Market Book Market 

U. S. Government obligations 
State and poli~'ical subdivisions 
Other \\,cc=. 

value 

$ 29,860 
68,783 
5,460 

$104,103 

value 

27,659 
65,247 
4,569 

97,475 

value value 

42,938 42,289 
6.,3,577 63,204 
5,694 5,965 

112,209 111,458 

Investment securities with a carrying value of $7,956,149 and. $7,977,564 at 
December 31, 1979 and 1978, respectively, were pledged to secure public 
deposits and for other purposes req'!i:red by law. 

No- provision _fo,r loss has been recognized rel,at.ed to the decline in market 
o values of inve~tment securities·, as manageillent intends to hr.'7-tl the 

securities to maturity or until any loss recognized would n6t materially 
affect the results of operations. 

(3) Loans 

A summary of the major classifications of gross loans at "December 31, 1979 
and 19.78, respectively, is as fo'llows: 

commercial• financial and agricu+tural 
Real estate - construct ion 
Real est ate "i, mortgage 
Installment 

1979 

$43,412,635 
2,593,620 

18, 782,914 
24,861,629 

$89' 650 '798 

1978 

41,477 ,817 
1,347,408 

16,887 ,489 
21, 053' 114 
80,765,828 

Loans to officers and directors and loans made to businesses and other 
interests of officers and directors amounted to approximately $4,890,916 
and. $6,413,000 at December 31, 1979 and 1978, respectively. Such loans 
were made at customarj' terms and rates afforded other borrowers. 

The followi11g is a summary of activity in the allowance for possible loan 
losses: 

Balance at beginning of year 
Recoveries on loans previously charged off 
Provision for loan losses 

Less loans charged off 

Balance at end of year 

F-Zl 

1979 

$724,900 
10,568 

107,800 
843,268 

118. 368 

'-~724. 900 

" 

1978 

700,082 
6,128 

60,000 
766,210 

41., 310 

724. 900 

(Continued) 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The Illinois National Bank & Trust Co. of Rockford 
and Subsidiary 

Notes to Consolidated Financial Statements 

(4) Bank Premises and Equipment 

Bank premises and equipment are recorded at cost less accumulated 
depreciation, as follows: 

Land {;ad buildings 
Furniture, fixtures and equipment 

Less accutiiulated depreciations 
'\ 

\\ 
(5) Time Deposits \\ 

1979 

$2,543,895 
1,510,432 
4,054,327 
2,234,164 

$1,.820, 163 

1978 

2,083,659 
1,126,726 
3,210,385 
2,104,666 
1,105,719 

A summary of time deposits, segregating the aggregate in denominations of 
$100,000 or more, is as follows: 

Time deposits in denominations less 
than $100,000 

Time deposits in denominations of 
$100,000 or more 

(6) Income Taxes, 

1979 

$57 ,209,556 

32,949,058 
$90,158,614 

1978 

52,306,856 

26,508,757 
78,815,613 

Accrued taxes and other liabilities in the accompanying balance sheets 
include deferred income taxes of $811,871 and $866,871 at December 31, 
1979 and 1978, respectively. Such deferred income taxes result 
principally from timing differences arising from reporting taxable income 
on the cash basis. The Bank and its subsidiary join in the filing of a 
,r,onsolidated Federal income tax return with the parent company, Berksh~re 
·Hathaway Inc. 

'.; 

Taxes applicable to net earnings were as follows: 

Tax provision applicable to earnings 
before securities losses 

Less tax benefit applicable to 
securities losses 

1979 

$601,000 

52,000 
$549,000 

1978 

459,425 

19,867 
439 ,5511 

The components of consolidat,~d income tax expense are as follows: 

1979 1978 
Current income taxes: 

Federal $508,000 386,485 
State 96,000 64,659 

Total current income taxes 604,000 451,344 

Deferred income taxes: 
FedJ:<ial (75,000) (8,603) 
State 20,000 (3,183) 

Total deferred income tax reduction (55,000) (11,786) 

Total i{J,come taxes $549,ooo 439,558 

l \ (Continued) 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

T.hc Iil;..uuis l~citional Dank & Trust Co. of Rockford 
and Subsidiary 

Notes to Consolidated Financial Statemients 

The sources of timing differences resulting in deferred income taxes '>ind 
the tax effec.t of each were as follows: 

Accrued earnings and expense not reported 
for income tax purposfl_-.]Jnt:iJ collected 
or paid, net "" '-: ·,. 

1979 

$(31,100) 

1978 

oo ,859 > 
Write-down of other real estate to estimated 

net realizable value (23,,900) 
Loan loss deductions for tax purposes less 

than that provided for financial 
reporting purposes 

$ C::>s, ooo > 
(927) 

(11,786) 

The reasons for the difference between the effective tax rates and the 
corporate Federal income tax rate oi 46% in 1979 an.a 48% in 1978 are as 
follows: 

Tax expense at statutory rate 
Increase {reduction) in taxes 

resulting from: 
' 

Tax-exempt interest, net of 
premium amortization 

State income taxes, net of 
Federal income tax benefits 

Tax benefit attribut,able to 
consolidation with paren,l: 

Investment tax credit 
\_) 

Other - net 

Actual l?ax expense 

Pension and Profit Sharing Plan 

1979 

Amount 

$2,588,196 

(1,976,259) 

62,640 

(83,423) 
(46,449) 

4,295 

$ 549,000 

% of 
pretax 

earni"'&S 

46.0% 

(35.1) 

1.1 

(1..5) 
(.8) 

.1 

9.8% 

1978 
% of 

pretax 
Amount earnings 

$2,295,614 48.0% 

(l,882,558) (39.4) 

32,072 .7 

(5,570) C.l) 

$ 439,558. 9.2% --

The Bank has a non-contributory pension plan and a profit-sharing plan for 
all officers and employees. Based upon the most recent actuarial report 
available (as of December 31, 1978), the pension fund assets exceeded the 
actuarially computed value of vested benefits and t~ere was no unfunded 
past service cost liability. The Bank's policy is to fund pension costs 
as accrued. The total pension and profit-sharing expense was $186,680 
for 1979 and $175;329 for 1978. 

(Continued) 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

Th~ T~l~':"'0i::: ?-Inti~nal }!ant. U Tcuot Co. ui i\.ockford 
and Subsidiary 

Notes to Consolidated Financial Statements 

(8) Investment Securities Wri~e-down 

The regulatory reporting requirements by the Office of the Comptroller of 
the Currency required the Bank to remove from the Bank investment 
account, the value of the stock conversion privilege on convertible 
debentures of the Bank's investment holdings. However, the necessary 
accounting revision of these amounts was determined not to be in 
accordance with gei1erally accepted accounting principles. The reports 
for calendar years 1979 and 1978 that were submitted to the Comptroller 
of the Currency comply with the Comptroller's ruling and exclude the 
conversion privilege value on debentures not sold or matured prior to 
,December 31, 1979. 

The reconciliation between the report to the Comptroller apd the 
accompanying financial statements at December 31, 1979 and 1978 and for 
the years then ended follows: 

Balance Sheet Accounts 

Inve~tments 

Undivided profits 

Statement of Earnings Accounts 

Operating inc.ome: 
Interest on investment 

securities - taxable 

Net earnings 

Balance Sheet Accounts 

Investments 

Undivided prof its 

1978 

Statement of Earnings Accounts 

operating income: 
Interest on investment 

securities - taxable 

Net earnings 

Per 
financial 
statements 

$104,102, 784 

$ 16,287,559 

$ 3,941,947 

$ 5,077,514 

$111,909,457 

$ 14,610,045 

$ 3,754,076 

$ 4,342,972 

F-24 

Per 
comptroller 

report 

103,498,531 

15,683,306 

3,956,757 

5,092,324 

111,290,394 

13,990,982 

3,767,186 

4,356,082 

Net effect of 
the security 
write-down 

604,253. 

604,253" 

(14,810) 

(14,810) 

619,063 

619,063 

(13,110) 

(13,110) 

(Continued) 
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BERKSHIRE HATHAWAY INC. 
Bank Subsidiary 

The lllinois National B'llnk & Trust Co. of Rockford 
and Subsidiary 

Notes to Consolidated Financial Statements 

(9) Reserve for Contingencies 
Included in the reserve for contingencies is the portion of the tax-basis 

reserve for bad debts which exceeds the valuation reserve for financial 
statement purposes and the applicable deferred income taxes. This 
amounted to $299,233 at December 31, 1979 and 1978. The remaining 
portion of the reserve for contingencies ($1,001,000 for both 1979 and. 
1978) is not attributable to any specific contingency of the Bank. 

(10) Standby Letters pf Credit 
Standby letters of credit at December 31, 1979 and 1978 totaled $741,962 

arid $431,99.9, respectively. 

(11) Reclassifications 
The 1978 financial statements 

presentation. 
been reclassified to conform with 1979 

F-25 
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BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

SllllllDary of Investments - Other lltan Affiliates 

December 29, 1979 
(dollars in thousands) 

SCHEDULE I 

Invested cash, u. s. Treasury 
bills and other short term 

investment& 

Bonds: 
U. S. Government and government 

agencies and authorities 
States, municipalities and 

political ~uljdivisiorts 

Corporate convertible bonds: 
Aluminum Co. of America 
Ford Matot Credit Company 
Other 
Other corporate bonds 

Marketable equity securities 
Preferred stocks 

Coumon stocks: 
Public utilities 
Banks, trusts and insurance companies: 

GEICO 
Safeco 
Other 

Industrial and miscellaneous 
General Foods 
Handy and Harman 
Interpublic Gi:oup of Companies 
Kaiser Aluminum and Chemical 
Washington Post 
F. W. Woolworth Company 
Other 

Investments of Wesco at December 29, 1979, 
not included in the above summaries, 
included common stocks of 
the above companies, 
as follows: 

General Foods 
Safeco 
F. W. Woolworth Co. 

Number of 
shares or 
face value 
of bonds 

21,737 
32,997 

5,730,114 
953, 750 

553,700 
1,007,500 

711, 180 
1,211,834 
1,868,600 

771,900 

199,100 
516,322 

56,300 

Cost* 

18,172 

407 

96, 187" 

21,212 
25,843 
39,885 
2,030 

185,564 

6,659 

3,884 

28,288 
23,867 
50,071 

19,295 
21,825 

4,531 
20,629 
10,628 
15,515 
54,898 

260,090 

6,669 
12',820 

1,238 

Balance 
Sheet 

Market Carrying 
Value Value 

18,172 

407 

88,581 

21,302 
19,634 
39,515 
2,027 

171,466 

6,036 

4,821 

68,045 
35 ,527 
59,640 

18,703 
38,537 
23,736 
23,328 
39,241 
19,394 
86,058 

423,066 

6,695 
19,491 

1,414 

18,172 

407 

96,187 

21,212 
25,843 
39,885 
2,030 

165,564 

6,088 

4,821 

68,045 
35 ,527 
50,924 

18,911 
38 ,537 ·,,., 
23,736 
23,328 
39,241 
19,394 
82,806 

411,358 

*Cost re~resents original cost' of stocks, and as to debt obligations, original 
cost adjusted for amortization of premiums or accretion of discount. 
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BERKSHIRE HATHAWAY INC. 
Insurance Group 

Summary of Investments - Other Than Affiliates 

December 29, 1979 
(dollars in thousands) 

SCHEDULE I -

Type of Investment 

Bonds and notes: 
u. s. Government and government 

agencies and authorities 
States, municipalities and 

political subdivisions 
Conv~rtible bonds 
All other corporate 

Total bonds and notes 

Preferred stocks 

Common stocks: 
Public utilities 
Banks, trusts and insurance 

companies 
Industrial, miscellaneous 

and all other 

Total common stocks 

Total bonds and notes 
and stocks 

Cost* 

$ 9,461 

96,187 
86,940 

2,030 

194,618 

6,'343 

3,884 

56,040 

119,145 

179,069 

$380,030 

Insurance Group 

Market 

9,461 

88,581 
80,451 

2,027 

180,520 

5,772 

4,821 

108,310 

217,777 

330,908 

517,200 

Balance Sheet 
Carrying Value 

9.461 

96,187 
86.940 

2,030 

194,618 

5,772 

4,821 

108,310 

217,777 

330,908 

531,298 

*Cost represents original cost of stocks, and as to debt obligations, 
original cost adjusted for amortization of premiums or accretion ·Of 
discount. 

!\~-, 
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52 weeks ended 
December 30, 1979 

Name of Issuer 
and Stock Description 

Berkshire Hathaway 
Jnc. - Consolidated 

Subsidiaries Consolidated 

Associated Retail Stores: 
common stock, $6 par value \) 

Advances 

Blue Chip Stamps common 
stock, $1 par value 

Bourne Mills of Canada Ltd.1 
common stock, $5 par value 
Advances 

Columbia Insurance Company 
., common stock, $100 par 

value 

National Fire & Marine 
Insurance Company common 
stock, $100 par value 

BERKSHIRE HATHAWAY INC, AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 

Investment in Affiliates 
(dollars in thousands) 

SCHEDULE III 

Additions 
Equ1ty Deductions 

of in Other Dl.VL-, Other 
shares Percent Amount earnings Amount DescrLptl.on dends Amount 

453,000 100.0% $15,692 3,160 

7,237 

973,326 18.8 21,571 3,106 

2,640 100.0 436 60 .. 247 

20,000 100.0 6,975* 475 

25,000 100 .o . $42,087* 9,748 

" 

) 
138) 

2,233) 
) 

286 

) 
969) 

) 

) 
11,501) 

) 

$2,150 

Adjust Purchase 
Price 
Purchase 
102,400 shares 

Advances 

Increase 
Appraisal 
Surplus 

Itfcrease 
Appraisal 
Surplus 

242 

140 

Descr1pt1on 

Repayment 

Balance at 
close of period 

Number 
of 

shares Percent 

453,000 100.0% 

453,000 100 .0% 

1,075,726 20.8% 

2,640 100.0% 

20,000 100.0% 

25,000 100.0% 

Amount 

$16,702 

7,097 

26,806 

496 
533 

8,419 

$63,336 

(Con~inued) 



52 weeks ended 
December 30, 1979 

Name of Issuer 
and St,ock Description 

Berkshire Hathaway 
Inc. - Consolidated 

Subsidiaries. Consolidated, 
Continued 

National Indemnity Company 
common stock, $10 par value 

':'Waumbec Mills Incorporated: 
~ Class A, B and C common 

stock, no par value 
Advances 

Elimination in consolidation 

Subsidiaries not Consolidated 

The Illinois National Bank & 
Trust Co. of Rockford common 
stock, $20 par value 

Wesco Financial Corporation 
common stock, $1 par value 

Other insignificant 
subsidiaries 

Advances 

BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 
of 

shares Percent Amount 

549,690 99.9% $151,495* 

-~ 

7,950 100.0 2,192 
2,946 

250,878 

244,205 97.7 27,146 

5,703,087 80.l 49,370 

1,267 .. 210 
$ 7'7,993 

Investment in Affiliates 
(dollars in thousands) 

SCHEDULE III 

Additions 
Equity 

in dther 
earnings Amount DescrLptLon 

) Increase 
22,528 35,429) Appraisal 

) Surplus 

) To Deferred 
(15) 651) Credit 

949) Advances 
39,062 52,156 

4,960 

9,547 

110 Investment 

14,507 110 --

Deductions 
DLvL- Other 
dends Amount DescrLption 

$1,979 

4,371 140 --

3,321 

2, 167 

210 Repayment 
$5,488 210 --

Balance at 
close of period 

Number 
of 

shares Percent Amount 

549,690 99.9% 

7,950 100.0% 

<· 

244,205 97. 7%, 
J 

5,703,087 80.1% 

$207 ,473 

$ 

2,828 
3,895 

337,585 

28,785 

56,750 

1,377 

86,912 

*Restated 

® 
to reflect net unrealized appreciation of Marketable equity securities held by insurance subsidiaries, otherwise referred to in this 

schedule as "Appraisal Surplus". 
(Continued) 



52 weeks ended 
December 30, 1978 

Name of Issuer 
. and S.tock Description 

Berkshire ~athaway 
Inc. - Consolidated 

Subsidiaries Consolida'ted 

Ass~ciated Retail Stores: 
cciinmon stock, $6 par value 

Advances 

j\lue Chip St amps common 
... stock, $1 par value 

Bourne Mills of Canada Ltd.: 
comIJ1on stock, $5 par value 
Advances 

Columbia Insurance Company 
common stock, $100 par 
value 

National Fire & Martne 
Insurance Company common 
stock, $100 par value 

i) 

BERKSHIRE HATHAWAY INC, AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 
of 

shares Percent Amount 

Investment in Affiliat.es 
(dollars in thousands) 

SCHEDULE III 

Additions 
Equ1ty 

in Other 
earnings Amount Descr1pt1on 

Additional 
453,000 100.0% $lj,599* 1,350 7,179 investment. 

') 

7,527 

1,763 ) Amortization 
797,226 15.4 14,076 2,452 ) Purchase 

3,486 )' 176,100 
) shares 

2,640 100.0 469 56 
133 114 Advances 

) Dividend 
) from 

1,080 5,908*) Associated 
) Retail 
) Stores 

'.') ) Increase 
25,000 101;1.o $36,820* 5,917 2,350 ). Appraisal 

_i:, ) Sur_plus :1 

11~} 

Deductions 
Di vi- Other 
dends Amount Descrl.ption 

528 ) Purchase of 
$ ) parent stock 

) Dividend of 
5,908*) Columbia 

) Insurance 
290 Repayment 

206 
,, ,, 

89 

) Deer.ease 
13 ) Appraisal 

) Surplus 

$3,000 

··~· 

Balance at 
close of period 

Number 
of 

shares 

453,000 

973,326 

Percent 

100.0% 

18.B 

2,640 100.b 

20,000 100.0 

25,000 100.0 

Amount 

$15,692 

7,237 

21.,571 

436 
247 

6,975 

$42,087 

(Continued) 



52 weeks ended 
.December 30, 1978 

Name of ISsuer 
and Stock Description 

Berkshire Hathaway 
Inc. - Consolidated 

Subs idiaties Consolidated. 
Continued 

National Indemnity Company 
common stock, $10 par value 

Waurnbec Mills Incorporated: 
Class A, B and C common 

stock, no par value 
Advances 

Elimination in consolit:'ttion 
Subsidiaries not Consolidat\;d 

The Illinois National Bank & 
Trust Co. of Rockford common 
stock, $20 par value 

BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 
of 

sh ii res Percent Amount 

Inve•tml!nt in Affiliates 
(dollars in thousands) 

SCHEDULE III 

Additions 
Equ1ty 

in Other 
earning• Amount Descr1pt1on 

549,690 99.9% $124,347* :ZJ,116 
) 

6,506) 
) 

Increase 
Appraisal 
Surplus 

7. 950 100.0 1,485 707 
3,897 

202,353 34,678 27,306 

-~ '-·-'---
""'"•> 

244,255 97.7 25,839 4,242 

Deductiona 
D1v1- Other 
dends Amount Descr1pt1on 

$2,474 

951 Repayment 
5,769 7,690 

2,931 4 
Sold .50 
shares 

.,• 

() 

Balance at 
close of period 

Number 
of 

shares 

549,690 

Percent 

,, 

99.9% 

71950 100.0 

244,205 97.7 

Amount 

$151,495 

2,192 
2,946 

250,878 

27,146 

Wesco Financiaf' Corporation 
common stock, $1 par value 5,703,087 80. l 43,892 7 ,417 1,939 5,703,087 80.1 49,370 

Other insignificant 
subsidiaries c 

Advances 
1,267 

360 
$ 71 ,358 

-
11, 659 

150 . Repayment 
$4,870 154 

*Restated 

® 
,.~i 

to reflect net unrealized appreciation of Marketable equity securities held by insurance subsidiades, ·otherwise 
schedule as "Appraisal Surplus". 

1,267 
210 

$ 77,993 

referred to in this · 



52 weeks ended 
December 30, 1979 

Name of Issuer 
and Stock Description 

Berkshire ijathaway 
Inc. - Insurance Group 

11 

Blue Chip Stamps common stock, 
$1 pai; value 

"' I ._, 

0 

. 
BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 
of 

shares Percent Amount 

Investment in Affiliates 
(dollars in thousands) 

SCHEDULE III 

Additions 
Equity 

in Other 
earnings Amount Description 

1,418,677 27 .4% $31,442 4,253 

Deductions 
Di vi- Other 
dends Amount Description 

ii 

Balance at 
close of period 

Number 
of 

shares Percent 

1,418,677 27 .4% 

" 

Amount 



"' I 
co 

Blue 
$1 

52 weeks .. ended 
December 30, 1978 

Name of Issuer 
and Stock Description 

Berk.shire Hathaway 
Inc. - Insurance Group 

Chip Stamps common stock, 
par value 

BERKSHIRE HAT:HAWAY INC, AND CONSOLIDATED SUBSIDIARIES 

Balance at 
beginning of period 

Number 
of 

shares Percent ___ ·--.-- Amount 

.-:,, 

1,342,677 25.9% $26,862 

Investment in Affiliates 
(dollars in thousands) 

SCHEDULE III 

Addhions 
Equity 

in Other 
earnings Amount Description, 

Purchased 
76,000 

3,838 1,405 shares 

Deductions 
Di vi- Other 
dends Amount Description 

Balance a.t 
close of period 

Number 
of 

eh ares Percent Amount 

332 Amortization 1,418,677 27.4% $31,442 



BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Property, Plant and Equipment 
(dollars.in thousands) 

SCHEDULE V 

Balance at Additions 
beginning of at 

Classification petiod cost 

Year ended December 29~ 1979.: 
Land $ 3, 778 28 
Buildings 16,933 1,685 
Machinery and equipment 53,721 3,262 
Furniture, fixture.a and 

leasehold improvements 89358 1,818 

.. $82,790 .6.793 

,, 

Year ended December 30, 1978: 
Land $ 3,795 14 
Buildings 16,071 907 
Machinery and equipment 52,348 3, 703 
Furniture, fixtures and 

leasehold improvements 6,150 1,085 

$78,364 5,709 

Retirements 

42 
898 

307 

1,247 

31 
71 

1,019 

162 

1,283 

Balance at 
end of 
period 

3,806 
18,576 
56,085 

9,869 

88,336 

3,778 
16,907 
55,032 

7,073 

82,790 

Beginning balances for 1979 reflect amounts reclassified between asset 
classifications. 

Q 

,, 

•) .. ,, 
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BERKSHIRE HATHAWAY INC. AND CONSOLIDATED SUBSIDIARIES 

Accumulated Depreciation and Amortization 
of rrupcrLy, ?lane and c~uipment 

(dollars in thousands) 

SCHEDULE VI 

Clas.sific ationc 

Balance at 
beginning pf 

period 

Year ended December 29, 1979: 
Buildings $ 6,648 
Machinery and equipment 23,921 
Furniture, fixtures and 

leasehold improvements 4,344 " 

$34,913 

Year ended Decemb~r 30, 1978: 
Buildings $ 6,086 
Machinery and equipment 21,624 
Furniture, fixtures and 

leaseiJold improvements 3,548 

$31,258 

Additions 
charged to 

expense 

768 
3,109 

774 

4,651 

613 
3,495 

493 

4,601 

Retirements 

22 
724 

275 

1, <121 

51 
744 

151 

946 --

Balance at 
end of 
period 

7,394 
26,306 

4,843 

38,543 

6,648 
24,375 

3,890' 

3!1,913 

Beginning balances for 1979 reflect amounts reclassified between asset 
cJassifications, 

s-10 
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Line of Business 

1979 

Workmen's compensation 
Liability other than auto 
Auto liability 
Auto physical damage 

"' Reinsur.ance not elsewhere 
I cla~sified .... 

!'."'" All other 

1978 

Workmen's compensation 
Liability other than auto 
Auto liability 
Aµto physical damage 
Reinsurance not elsewhere 

classified 
All other 

© 

~"gii;ming 
unearned 

$ 5,431 
7,168 

21,686 
9,599 

15,441 
10,043 

$69,368 

$ 4,445 
5,362 

20,395 
8,195 

11,551 
7, 180 . 

$57,128 

\\ 

_ _.."_ 

BERKSHIRE HATHAWAY INC. 
Insurance Group 

Premiµms, Losses and Claims 
(dollars in thousands) 

SCHEDULE VII 

Part I - Premiums 
Net 

premium 
written 

27,927 
17,167 
58,591 
28,230 

31,130 
23,141 

186,186 

36,863 
19,175 
66,651 
28 ,314 

30,306 
17,004 

198,313 

- - ~· IJ 

Endinii: 
unearned 

7,299 
6,587 

19,742 
10,442 

17,156 
12,378 

73,604 

5,431 
7,168 

21,686 
9,599 

15,441 
10,043 

69,368 

Earned 
premiums 

26,059 
17,582 
60,534 
27,387 

29 ,415 
20,973 

181, 950 

35,877 
17,369 
65,360 
26,910 

26,416 
14' 141 

186' 073 

Part II - Losses and Claims 
Losses 

and claims 
incurred 

13,852 
5,191 

30,992 
14,673 

23,587 
13' 143 

/'. 
·~7 

101,438 

26,125 
7 ,413 

32,136 
13,180 

19,675 
10' 113 

108,642 

(/ 
[\ 

Loss 
e1~pense 

ircurred 

18,899 

'·~ 

23,621 

: . 

o'.r 
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BERKSHIRE HATHAWAY INC. 

Bank Subsidiary 

Illinois National Bank & Trust Company of 
Rockford and Subsidiary 

December 31, 1979 

SCHEDULE I - AMOUNTS RECEIVABLE FROM CERTAIN PERSONS 

Col. A Col. B Col. c Col. D Col. E 

Deductions 
(1) (2) 

Amounts 
Amounts written 

Bal. at end of 
Period 

(1) (2) 

Name of Debtor 

Balance 
Jan. 1, 

1979 Additions collected off Current 
Non 

Current 

Clayton R. Gaylord, $ 306,944 $1,942,366 $1,561,776 $ -0- $ 562,534 $125,000 
Director (Note 1) 

Philip E. McDonald, $1,919,897 $2,652,986 $3,489,840 $ -0- $1,083,043 $ -0-
Director (Note 2) 

Note (l) $287,370 due 11/15/88, 9.25%, 
$ 12,103 due* 4/25/82, 9.0%, 
$ 13,061 due 5/21/81, 12.0%, 

$125,000 due* 12/24/79' 13.25%, 
$250,000 due* . 1/24/80, 15.0%, 

Note (2) $lf°'ry 000 due* 3/3/80, 15 .5%, '-.,_ [' 
$634,848 due* 12/10/83, 7.0%, 

$ 48,195 due 9/21/83, 8.0%, 

10 yrs., Secureil by Trust Deed 
5 yrs., Secured by Irrigation.'Equipment 

240 days, Assignri1ent of Beneficial 
Interes.t in Trust Account 

90 days, Unsecured 
90 days, Unsecured 

90 days, Unsecured 
10 yrs., Monthly Installments of $15,215, 

Secured by Trust Deed 
10 yrs., Monthly Installments of $641, 

Secured by Trust Deed 

*Loan to a .. corporation of which the director is the beneficial owner 
of more than 10%. 

S-12 
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Index to Exhibits Filed 

Exhibit A. Consolidated Financial Statements 
of the Registrant for the years 
ended December 29, 1979 and 
December 30, 1978 (Pages 12 to 
26 .of the Registrant's 1979 
Annual Report to Stockholders). 

Exhibit B. The Registrant's Su111Rary of Operations 
and Management Discussion of the 
S1l11111ary of Operations (Pages 32 
to 36 of the Registrant's 1979. 
Annual. Report to Stockholders). 

Exhibit C. Item 1 of the Annual Report Form 
lO•K of Wesco Financial Corporation 
for the year ended December 31, 
1979 (Pages ~. 5 and 6 of December 
31, 1979 combined Annual Report and 
Form 10-K to Stockholders of Wesco 
Financial Corporation). 

Exhibit D. Item 5 of the Annual Report Form 10-K 
of Wesco Financial Corporation for 
the year ended December 31, 1979 
(Part of pages 11 and 12 of December 
31, 1979 combined Annual Report and 
Form 10-K to Stockholders of Wesco 
Financial Corporation). 

Exhibit E. Item 12 excluding Exhibits of Annual 
Report Form 10-K for the year ended 
December 31, 1979 of Wesco Financial 
Corporation - plus consents of 
Independent Certified Public Account
ants (Part of page 12, and pages 13 
through 26 of December 31, 1979 ~om
bined Annual '.Report and Form 10-K to 
Stockholders of Wesco F;inancial 

,, 

, Corporation - plus Accountants' con
sents). 
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JlerkshirP. Hathaway Inc. 
AND CONSOLIDATED SUBSIDlARJES 

CONSOLIDATED.BALANCE SHEETS 
fdolloni In thousands) 

ASSETS 
Cash ...•....... ; •. ; ................................................... . 
lltvesiments. other than inveslmenls In affiliates: 

Bonds. al amortized cosl (market. 1979-$171.466; 1978 -$155,541) .. 
Marketable equily securities (nole 3) .•...••.••. • .••. , ..•.•.....•...... 
!!)vested cash, U.S. 'lteasury hills and other short-term Investments, ai cost 

which approximaies market. ..................................... . 
1btal investmJnts, i>iher than affiliates •...••..•.....••••• • ... . 

investments In affiliates: 
The Illinois National Bank & Tulst Co. of Rockford (note 4) •.••••.•..... 
WeSco Financial Corporation (note 5) •.•.•••••.••.••...•..••.•..•..... 
Oiher unconsolidated suil!;idiaries ....•••.••••.•••....•. • •••••• • ...•.. 

1btal liiveslmenis In affiliates •.. ' .•••.•..••.•••••••.....••.•• 
Accounts receivable from customers, agents and others (note 6) .•••••••••••• 

· Inventories (note 7) .......••.• , •.••. o. •••••••••••••••• • ................. . 
Real estate, equipment, furniture and leasehold improvements, at cost less 

allowance for depreciation and amilrtlzalion (note BJ ••••••••••••••••••• 
Deferred Insurance prentiurlt acquisition costs .•• , ...........•••.••...•••.. 
Oiher assets •.•.•.••...•..•.....•.•.••••..••..••.•••.••.••.•.••••••...•• 

. LIABILITIES AND STOCKHOLDERS' EQUITY 
tosses and loss adjustment expenses •.•.•.••.•••••• .':· . •••..••.•......••.• 
Unearned premiums .•. , ...•.•••••..••.•• , ••••.•.•••••.••.....••••...•..• 
Liability for unredeemed trading stamps .•..••••••••.•• ; ••••. : •.•• : ..•.••• 
Ai:counts payable, accruals and other liabilities ••••.•••.. : .•.••••••......• , 
Current income taxes ..•...•...•..•••..•.....•••••••.••.••••••.•••.••••.• 
Deferred income taxes ................................................... . 
Long term debt (note 9) ................................................. . 
l\{iiiority shareholders' interesl , •••••• ; •••••.•••••••••••• '. •••• -. ••••••...•• 

Stockholders' equity: 
'Common stock of $5 par value. Authorized 1,250.000 shares; issuec:I 

1,214.283 shares including~1B7,138 shares In treasury ••••••••.•..•. 
.Capital in excess of par ,value . ;· ;c;;_. •••••••••••• , ••••••••••••••••.••.• 
lJnrealized appreciation of marketable equity securities, net of provision 
'i for applicable Income taxes ••••...• ; .•• .:>. ••••••••••••••••••••••• 
Retained earnings (note 9) •...•.•.•.•.••••.•..•.• ., •••••••.••......•• 

...,;s common stock in treasury, ai cost •..•.••.• .o ••••••••• , ••••••••••• 

1btal stockholders' equity ..••••• , .•••.•••••••••••••..•.••..•• 

' Commitment and con~ingent liability (notes 4, 11 and 13) 

0 1978 restated- see note 1(h). 

EXHIBIT A 1--

TO 
ANNUAL REPORT FORM 10-K 

Dec. 29. 1979 Dec. 30. 1978 • 

$ 14,924 $ 13,001 

185,564 157.651 
411,358 283,185 

18.172 61.056 

615.094 501.89Z-' 

-

28.785 21,146 
.S6.750 49.370 

1.377 1.477 

86.912 77.993 

52,231 45,283 I' ' 
25,704 23.02!1 

49,793 41.877 
13,652 13,846 
33,955 34,691 

$892,265 $757;612 

$197,697 $180.870 
73,604 69,368 
67,524 66,832 
38,792 33.983 
10,411 10,768 

t-:· 52,079 36,034 
55,099 57,071 
52,097 48,520 

547,303 503.446 

6,071 6,071 
3,517 3,517 

108,9i3 60,934 
238,332 195,515 

356,833 266,037 
11,871 11,871 

344,962 254.166 

$892.265 $757,612 

See occomponying notes to consolidated financial statements . 
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I Berkshire Hathaway Inc. 

AND CONSOLIDATED SUBSIDIARIES· 

CONSOLIDATED STATEMENTS OF EARNINGS 

lncOme items: 
Insurance prerii.iums earned ............................................ . 

~ Net sales and operating revenues of manufacturing, merchandising 
arid service operations ...••..•.•.••••••••••••••••••••••••.•••..•••...• 

lnteresi and dividend income ....... _ ....... _ ........ ; .......... • ...... 
Equity .i~ o~eraling earnings of unconsolidated 

1ubs1d1ar1es •••••••••••••••••• .; ...................................... . 

Cost ,,.d exl"'nse iienis: 
ll!Surance losses and loss adjustment expenses ••••••••••••••• , •••••••••• 
Cost of products and services sold •• • ...... _ • : ......................... . 
Insurance underwriting exPenses ....... '~ ................................... . 
Selling. general and adminfsiralive exl"'nses ••.•••••••••••••••.•...•..•. 
-Interest and financing costs __ ................................... _ ...... -

Ellmings from consolidated operation~ including minority Interests, 
before applicable income taxes and reailzed investment gain .. _ ••.• - - . 

-Income taxes applicable to above (note 10) .......... _ ........ _ ••.•••.• _ .•. 

Ellmings from consolidated operations including minority interests, 
before realized investment gain ................................... . 

Minority interest in above .•.. __ .. _ ..................................... . 

Elim in gs before realized invesiment gain _ •••••• -_ .•••••••••••••••••••. 

Realized investment gain ...... ___ .............................. · •••••••..• 
Applicable income taxes . _ ........ ,,, __ ., .............................. . 
Applicable minority interest . _ • _ ••••.•••••••••••••••••••• ·, ••••••••••••. 

Rnll:r.ed investment gain, net of income taxes 
and minority interest •.•• , ..... _ ............ , ...................... . 

Net unrealized appreciation in market value of marketable 
equity securities amounting to $75,951 in 1979 and 
·$14.665 in 1978 has not be<!n included in the·detmnina
tion of net earnings. 

Net earnings __ ............. , ........ ··' ••• ······' .................. . 
I 

Avenge 1hares of common stock outstanding ............................. . 

Earnings ""' share: 
Ellmings before realized investment pin ••••••••••• ~~ .................. . 
Realized investment gain ....... _ ...................... • ••••••••••••• , • 
Net earnings ........................................................ . 

I 

Year ended . \)
1 

Dec. 29, Qec. 30/ 
1979 1978 /, ' --,i 

$181,949 $186.~_73 

247.952 2:15.576 
30,440 24.293 

13.744 11.659 

474,085 457.601 

120,337 132,263 
158.710 151.521 

57,870 50.810 
79.839 71.172 

5,729 5,058 

422.485 410.824 

51,600 46,777 
9,796 10.735 

41,804 36.042 
5,883 6,058 

35.921 29,984 

10,148 13.987 
(2,732) (4,416) 

(520) (313) 

6,896 9.2511 

s 42,817 s 39.242 

1,027/145 1,028,684 

s 34.97 $ 29.15 
1 6.11 9.ile 

$ 41.68 s 38-1& 

See accompanying notes to consolidated financial statements. 

:11 I 
'"' -CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

(dollan in lhouomidoJ 

Retained earnings at beginning of year ....... - ......................... ;.; . 
·Net Mm in gs for the year ••. , .. _ • _ ....................................... . 

Retained eamings at end of year • _ ..................................... .. 

lMrendoil 

Dec. 29, Dec. JO, 
. 1979 1978 

$195,515 
_42,817 

$238.332 

$156,27S 
39,24Z 

$195.515 

·See atc:omponying notes to consolidated financial statements. 
- I 

13_ 

4. 



I 
. -. -i . . 

i 

' 

\, 

I:t:r~shia-e I-Iat.1iaway l.o.r:. 
AND CONSOLIDATED SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSmON 
{dollan In thousands) 

Year ended 

Funds proyided: 
From operetions: 

. Net earnings .....•.•......•.....•....•.•••..•. , ••••..••.....•••..•••• 
Minority interest In earnings .. , ......... , ....................... , •. , .. • 

Earnings including minority interest ..••.••.• , . • •...••••• , • : ..... •. 

Cbuges (i:redfts) to earnings not requiring (providing) funds: 
Equity in undistributed earnings of unconsolidated silmldiliries, net 

of dividends rei:elved .. ; ............... , ............... • . , ..... . 
Increase Ill unpaid insurence losse5 and loss adjustment expen- •••. 
lncreue in unearned lnsurence premiums ............. ; ........... .. 
DejJl'8(:iation: and amortization of property, plant and equipment, 

Including leaseholds .. • ................................ • ....... . 
Detrease (increase) In deferred insilrance premium acquislticin1 costs • 
lllcrease ill accounts receivable •..•.•••••••• , ...................... . 
Decrease (Increase) i" iriventi>rles .... , , • •• ; • , ... ~ ...... .- .... , ... .. 
Increase (decrease) m liability for income taxes applicable to eamings. 

. Increase In liability for unredeemed tredln1(stamps • • ....•••••••.• • •. 
lllcrease (decrease) ill accounts payable ............... , ............ . 
Other ...................................... : .................... . 

Funds provided from operations .......... • .................... " . 
Proceeds from issuance of debt ...... , ; ............................ • ... .. 
Deause In cash ...... , .............. ,; .. • ........................... . 

Funds used: 
Additions to property,_plant and equipnumi, net of dlspi>sala •• ; •••• ; • : ••• 
Repayment of debt ............ : .••. , .................. : .............. . 
Dividends paid to minority stcidholdere ........................ : ..... .. 
"'1rchase of shares of Blue Chip Stamps from minority 

(1979 102. 400 shares; 1978 252,100 ibares) ......... : • .... " •• • ...... . 
Pun:hase of treuury stoclc (3532 shares)~ ................ .-....... ,, ..... . 
C::O.t of ilet purchases (sales) oflnvestments: 

U.S. 'Jteasury bilb an:d short-tel'Dl obliption5 ..... _. ................. . 
Bonds ................... · ........................................... _"'••· 
Marketable equity securities ............... • .................... • .... . 
Unconsolidated subsidiaries ........ • •.• ~., ....... S" ................ . 

Net purchaM of Investments .................... , ......... ; ..... . 
Increase in cash-. ............... , , ................. : •• , .... , .......... . 

Dec. 29, 
1979 

. $ 42,817 
8.403 

49.220 

(9,019) 
16,827 

4,236 

4,651 
194 

(6,948) 
(2,675) 

(518) 
692 

4,809. 
1574) 

11,675 

il0,895 

$ 60,895 

• $ 6,567 
1,972 

520 

2,233 

(42,884) 
26,735 
63,929 

(100) 

47,680 
1,923 

$ 611,895 

See acc:ompanyins notes to consolidated jinonciol stotementa . 

• 

Dec. 30, 
1978 

$ 39,242 
6.371 

45,613 

(6,712) 
41,409 
12,240 

4,602 
(2,994) 
(7.274) 

747 
il,368 

623 
(1,001) 
11.339) 

46,669 

92,282 
. 4,791 

995 

$ 911.068 

$ 5,450 
4,824 

564 

4,891 
574 

25;326 
23,722 
32,867 

1150) 

. 81,765 

$ 98.068 

'.;:;'-
'\\ 
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RP.J:"k~hirP. Hathaway.Inc. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL ST1'TEMENTS 
Dea!mbor 29, 1979 1111d December 30, 1978 

· (dollars in thousands) 

(1) Summary of Significant ACc:ountma Policies and Pnctk:ea 

• 

(a) Basis of Presentation . . 
The Consolidated Financial Statements include the accounts of Berkshire Hathaw11y Inc. (the company) 

and the accounts of all significant majority-owned subsidiaries. except the Rlinols National Benk II< 1\'ust 
Co. of Rockford ("Illinois National Bank") control of which Is to be divested by January 1, 1981. Sub-
1ldlaries which are consolidated include: 

(t) wholly-owned companies engaged In the businesses of property/camalty Insurance (the Insurance 
Group), textile products manufacturing, and retailing, 

(2) Blue Chip StampsJ"Blue Chip"), a California corporation engaged directly in the promotional 
services business, approximately 60% owned by the Company and its wholly-owned sub-
sidiaries, and · 

(3) Blue Chip's wholly owned subsidiaries, one of which Is engaged in the newspaper business and 
others of which are engaged in the candy business. 

The Company's investment in the Jllinols National Bank is aci:ounted for by the equity method of account
ing. Blue Chip owns approximately 80% of the outstanding capital stock of \Vesco Financial Corporation 
("Wesco"), a holding company with subsidiaries engaged in the savings and loan business and in the 
steel products service business. The Company's beneficial ownership of Wesco represents slightly less 
than 50% of that company; accordingly, the investment in Wesco is accounted for in the accompanying 
Consolidated Finan~ial Statements pursuant to the equity meth.od of accollldinJ!. 

Accounts of subsidiaries engaged in the property and casualty insurance business are maintained on the 
basis of a calendar year. Accounts of the Company and other principal subsidiaries are maintained on the 
basis of a 52-53 week fiscal year ending with respect to December 31. 

(b) Change in M~thod of Determining Carrying Value of Investments in Marketable Equity Securities 
Prior to 1979, investments in marketable equity securities were carried in the Consolidated Balance Sheet 

of the Compa~y at the lower of their aggregate cost or marbt. This practice was changed in 1979 to a 
dual method whereby such investments by members of the Insurance Group ,are carried at market value 
and such Investments by other members of the consolidated group are arrried at lhe lower of their 
aggregate cost or market. This dual method was adopted In 1979 to confmm to a revised AICPA Audit 
Guide applicable to property/casualty insurance companies; the accompanying December 30, 1978 
Conso:idated llalance Sheet has been restated to reflect this changed pcaotice. Changes in the 1978 
Consolidated Balanc~ Sheet were (1) increase the carrying value of marketahle equity securities $87,024. 
(2) Increase the liability for deferred income iaxes $26,149, (3) decrease minority ehareholders' interest 
$59, and (4) increase stockholders' equity $60,934. The change had no effect on net income. 

{c) Investment in Securities, Other Than Affiliates • 
Investments In bonds are slated at amortized cost. 

Investments In marketable equity securities held by members of the Insurance Group ere carried al market 
value. Investments in marketable equity securities held by subsidiaries of the Company which are not 
members of tiie Insurance Group are carried atthe lower ofaggregate cost or market. (See note 1 (b) above.) 
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AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

December 29, 1979 ar.d December 30, 1978 
(dollars In thousands) 

Blue Chip, at both December 29, 1979 and December 30, 1978, held an investment in non-voting stock or 
Pinkerton Holding Corporation (PHC) which Is reflected In othe: assets et its cost or $4.163. There Is 
no trading market for this stock. PHC's. prln~pal assets are equity securities or Pinkerton's, Inc. (Pl). 
Blue Chip also holds non-voting securities of Pl, the cost of which ($19,201) is included in marketable 
equity securities. Blue Chip's interest In Pl, both direct end indirect (through PHC), represents a beneficial 
ownership in ihe equity of Pl of approximately 34% at December 29, 1979, but bi.cause this Interest is 
represented. by non-voting stocl:, Blue Chip does not account for this interest pursuant to the equity 
method of accounting. The Company's economic interest In the equity of Pl is reduced to 20%. taking 
into account ihe minority interest cif Blue Chip which is outstanding. 

(d) Insurance Premiums . 
Insurenc.e premiums are recognized as revenues:·11ably over the terms of the policies. Unearned premiums 

are computed on a monthly or daily pro rate basis and are stated after deduction for reinsurance placed 
with reinsurers in the amount of $1;530 at December 31, 1979 and $1,311 al December 31, 1978. Premium 
acquisition costs stich as commissions. premium taxes and certain other underwriting expenses are. 
pursuant to statutory insurence accounting rules, charged against Income when incurred. However, for 
financial slatem~nt purposes, a portion of such c0stR are deferred and charged against income as the 
related premiums ere earned. 

Dividends to policyholders, primarily relating to workers' compensation coverages, are reflected in the 
accompanying statements of earnings as a deduction from written and earned premiums; this reduction 
amounted to $3,221 for 1~79 and $1,344 for 1978. 

(el Losses and Loss Adjustment Expenses 
The Insurance Group provides for losses and loss adjustment expenses based on (1) aggregate case basis 

estimates for losses reported, relating to direct premiums written. (2) estimates of incurred but not 
reported losses. and (3) estimates received from primary insurers with respect to assumed reinsurance. 
The resulting liability provision is reduced for amounts recoverable on account of reinsurance amounting 
to $5,632 at December 31. 1979 and $7,137 at December 31, 1978. Incurred losses and loss adjustment 
expenses are net of recoveries of salvage and subrogation collected or in process of collection in accord-
8iice with statutory requiremeniS;-additiiinir amciimts recoverable aS &afvagii or on acciiunf of subroga
tion, relating principally to automobile physical damage coverages, are not recognized as they are 
considered immaterial in the aggregate. 

(fl Stomp Service Accounting ., 
1.- Blue Chip recognizes stamp service reV..nues and related redemption costs upon issuance of its trading 

stamps. A liability account for unredeemed trading stamps is maintained consisting of management's 
estimates o.f the future cost of redemption merchandise and service; the estimates are periodically 
evaluated, and revised when considered warranted. The estimates are currently based on a presumption, 
among others, that 97% of the stamps· issued before March, 1974 and 93% of those issued !hereafter 
wlll ultimately be redeemed. 

(gJ fleol Estate, Equipment, Furniture and Leasehold Improvements 
These items of property (including significant betterments and renewals) are carried at cost depreciated 

over their useful lives estimated at the date of acquisition. The double-declinin& balance method is .used 
lo calculate depreciation of new items of textile properties acquired after 1965. and selected new items 
acquired by other businesses; the straight-line method is applied for other items. Maintenance, repairs 
and renewals of a minor nature ere generally charged lo operations as incurred. I . 
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AND CONSOLIDATED SUBSIDIARIES 

., 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

(hi Inventories 

December 29, 1979 and December ·10, 1978 
(dollars ln thousands) · 

Inventories are stated at cost, detennlned for the Company and for Blue Chip's newspaper subsidiary under 
the last-in, first-out {"LIFO") method. Inventories of other members consolidated are slated at the lower 
of cost or market, with cost detennined under the first-in, first-out or average cost methods. Replacement 
cost of Inventories determined by the LIFO method exceeded their carrying value by $1.871 at December 
29, 1979 end $1,884 at December 30, 1978. 

(j) Income Tuxes 
The Company and its eligible {over 80% owned domestic) slibsidiaries file a consolidated Federal income 

tax return. Blue Chip end its subsidiaries elso file e consolidated Federal income tax return. Amounts 
iilcluded in the consolidated balance sheets for current Federal income ta.'<es payable or recoverable 
include the direct or apportioned Fe.deral taxes of the companies ~hose accounts are consolidated. 

ProVision has been made for deferred taxes with respect to equity of th:> Company and its wholly-owned 
subsidiaries in undistributed earnings of Blue Chip, on the assumption that such earnings .-1ill eventually 
be distributed. taxable as dividend income. The cumulative amount so provided was $2.773 at December 
29, 1979 and $Z,19S'at December 30, 1978. 1! 

Deferred or prepaid income taxes are recognized in the accompanying consolidated financial statements 
with respect to certain items of income and deductions which are recognized in the financial statements 
in time periods that differ from those in which they are Included in the income tax returns filed for the 
companies. The principal such "timing difference". for which deferred income taxes of $6,280 at Decem
ber 29, 1979 and $6,646 al December 30, 1978 are recognized, is deferred insurance premilim acquisition 
costs (see note1(d}iiliove). c:iilier-assets-iiiCluifii ·prep8f1lincoine-taxes "of Blue Chip ammounting to 
$12,358 at December 29, 1979 and $11,834 at December 30, 1978 primarily in recognition of timing 
differences with respect to stamp redemption expenses. 

The liability for def~rred income taxes reDected In the consolidated balance sheet. also includes $42,355 at 
December 29, 1979 and $26,149 at December 30, 1978, representing amounts computed at cepilal gain 
ntes on the excess of market value over cost of .marketable equity securities held by members of the 
lnsunnce Group. 

(Z) Merger <of Diversified Retailing Company, Inc. 
At December :io, 1978 Diversified Retailing Company, Inc. {"Diversified") was merged into the Company in a 

tnnsaction accounted for ·as a combination of companies -under common control. The accompanying 
financial statements as of December 30, 1978 am\' for the year then ended give effect to the combination of 
the accounts oftliversified and the Company. 

• 
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Berkshire Hathaway lnc. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES To CONSOLIDATED FINANCIAL STATEMENTS (Coniinued) 
December 29, 1979 end December 30, 1978 

(dollars in thousands) 

(3)-'lnv.iistmenls ln Marketable Equity Securities 
p 

;/ ,·, 
!• summary of the aggregate cost and aggregate approxiq·fli!e market value of investments in marl<etable e~uity 

sec1itities is as follows: , '. '~:-
,/ 

/' December 29. 1979 
Carrying 

·~ ~w~ .· 
Jn:sllra.nce Group ••••.••••••.••••. ~ •••• ~ •••••••••.•. ;·~\ •••••• 
Blue Chip Stamps and its wholly-owned subsidiaries ..•...... 

Cost Market Value 

$185,413 $336,680 $336.680 
74,678 86,386 74,678 

$260,091 $423,066 $411.358 

!; 

December JO, 1978 

Carrying 
Cost Markel Value 

$133,766 $220,929 $220,929 
62,395 62.256 62.256 

F 
~- ' - . 

Insurance Group ............•... , .•.•...• , . , , . , , .••. , . , c ••• 
Blue//Chip Stamps and its •holly-owned subsidiaries .... -.•..• 

$196,161 $283,185 $283.185 

The total excess of aggregate market ·value over aggregate cost of marketable equity securities held by all 
consolidated subsidiaries represented unrealized gains less unrealized losses as follows: 

Unrealized gains .•••.....• , ••• , ••••••.•••••••.•••...••••••...••.••••• : •••.. 
Unrealized losses ••.•••.•.••...••.••.••••••••••.•.••••••.•.••••••••••.... •. 

Net unrealized gain·.\ ........................... • ........ • ..•••••• · · • · • • 

Net chaoge in year •• : ..• , .•..••••.•••..•••• , ••. , •••.••••• , ••.•••••••••. 

Dec. 29, 
1979 

$164,460 
1,485 

$162,975 

$ 75,951 

Dec. 30, 
1978 

$ 91,315 
4.291 

$ 87,024 

$ 14,665 

(Unaudited) The difference conllnuously chaogest;tween eosfilii1fm8rket value af the securities portfolios: 
with, respect to marketable equity securities held al Deceauber 29, 1979 the net ulirealized gain, 1;,.s net realized 
gain, computed as of a date (March 17, 1980) subsequent to year-end but prior lo the date of issuaoce of these 
financial statements, decreased $56,767. · • 

(] 

(t} Investment in The Illinois National Bank & 'Ilust Co •• of Rockford . 
The investment of the Compaoy in Illinois National Baok represents approximately 98% of that commercial 

bank's outstaµding stock. The e,!!ulty method Is used In accounting for this investment Carrying value of the 
Investment et December 2!1, 1979 exceeds underlying boolil-v11lue hy epptoximetely $1,1136. The difference is not 

·being amortized since it originated prior to 1970 and Is considered by managemept to have continuing value. 

As a result of its ownership of the Illinois National Bank, the Compaoy Is • bank holding company under 
Federal legislation enacted in 1970. The Company has filed with the Federal Resene Board an irrevocable election 
to divest of control of the Illinois National Bank prior to January 1, 1981. Management of the Company is consider
ing alternative meaos of accomplishing such divestiture. Prior to 1979, a spin-off of hank shares owned by the 
Company to the Compaoy's sluireholders was considered the most likely means: cnrreatly. however, a sale of ell or 
a major portion of the shares of the baok appears to be aoother likely alternative. 



.. 

. 
!J~!'kshire Ha•'1awHy !~c. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (C:ontinued) 
Decumber 29, 1979 and December 30, 1976 

(dollars In thousands) 

· (5) Investment in Wesco Financial Corporation 
Wesco is.a savings and loan holding company, approximately 80% owned by Blue Chip at December 2!l, 1979 

and December 30, 1978. The investment in Wesco ls stated et Blue Chip's.cost plu; Blue Chip's equity in Wesco's 
undistributed eam.!ngs since date of acquisition. The unamortized excess of Blue Chip's equity in net assets of 
Wesco over its carrying value at December 29, 1979 and December 30, 1978 was, respectively. $20,477 and $21.101. 
This excess is being amortized by Blue Chip over 40 years; annual amortization ($624) is reflected under the caption 
"equity in net earnings of unconsolidated subsidiaries" in the Statements of Earnings for 1979 and 1978. 

(6) Receivables 
Acco.unts receivable from customers, agents and others was made up of the following: 

Insurance Group: 
Agents' balances and premiums in course of collection ............. , .......•........ 
Investment income due and accrued ...... ~ ....................................... . 
Reinsurance recoverablE~ on loss payments ......................................... . 
Amounts due from sales of securities ............................................. . 

1l'ade accounts receivable of other businesses: 
Textile business ...........•......•... , .•.••...•.....•.•.•••....•.•.•••........... 
Retailing business ............................................................... . 
Candy business ..........•......•.........•.........•.....•..•.•...•......•..•.... 
Newspaper business ..................•.•.•..•.•.....•.•..•.••.•....•.•........•.. 
Promotional services business ................................................... .. 
Other .........•. '. ......••..•.•...••..•...•••..••••..•.••..•..... , .•.•...••••• : .. . 

Less allowance for doubtful accounts ............................................. . 

Tutal receivables ............. · ............................................... • . 

(7) Inventories 
A sun1mary of inventories follows: •• 

• 
Textile business· ................................................................. . 
Retailing business ..................................•............................. 
Candy business .................................................................. . 
Newspaper business ............................................................. . 
Promotional services business ................... · .................................. . 
Other ........................................................................... . 

19 -______ J ____ -
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Dec. 29. 
1979 

$ 20,546 
4.244 
5,965 
2,765 

$ 33,520 

10,291 
555 

1,064 
5,015 
2,059 

477 

19,471 
760 

18.711 

$ 52.231 

Dec. 29, 
1979 

$ 11.761 
5,177 
5,153 

695 
2,485 

433 

$ 25,704 

Dec. 30. 
1978 

$ 18.896 
4,425 
5.413 

$ 28,734 

10,109 
541 

1,119 
4,149 
:;:899 

379 

17.196 
647 

16,549 

$ 45,283 

Dec. 30, 
1978 

$ 9,773 
4,880 
4,098 

617 
3.245 

416 

$ 23.029 

·-· 

I I 
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Berkshire Hathaway i,nc. 
'_ •I 

AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STA+EMENTS [Gorilinuudj 

December 29, 1979 and Decen1ber 30. 1976 
{dollars in thousands} 

(8) Real Estate. Equipment. Furniture and Leasehold Improvements 
r~e compoSiti~n of properly, plant and e.quipmnnl is sho\Vll huio1,,v: 

'<l' Land •.....•.•.• -•••...•••••.•.•...•..•••••••••..•...•..•...•....•..•..••.•....... 
Buildings ...•............•... ; .... :., ......•........................... ·'· ... , .... . 
li.tachinery and equipment ................•.............•.... , ................... . 
Fumitµte. fixtures and leasehold improvements ......... ; ........................... '. 

Less accumulated depreciation and amortir.atioq .- ...... :.i • •....•••.•••.•• ~ •• , ....•... 

(9) Lcing-Turm Debt 

IJt•t'. 2!i. 
197H 

s :1.ttut; 
1 H.57h 

5fi.OH5 
H.flfiH 

RR.J:m 
JR.54:1 

,'I. s 4U.7H:I 

() 

IJl'I . ;111, 
1H7H 

s :l.7iH 
I h.(lfli 
:;·:i.o:i:? 

i .il1:1 

n:?.7!111 
:14.111:1 

s -1; .n'~;i' 

Al December 29. 1979 and December 30. 1978 the Company's consolidaled long·lerm debl'·Was as follows: pee. 29. v ..... :ro. 
-'' 1979 l!JiH 

Turm loan payable lo bank by Blue Chip. with inleresl payable monthly al rales basi:d 
c:an the prime i'ate .............................................................. . 

8% Senior Notes of .the Company, due 1993. wilh mandatory annual prepaymenls 
currently required .....•.....................................•..........•....... 

9'/"1'o Senior Notes of lhe Company. due 1993. with mandatory annual prcpay!llenls 
required commencing in_l 965 ....•••••....•.•••••••.•.• ' ..............•..•....... 

Other notes and debentur'£k. due in installments of varying amounts through 2111m. 
with interesl al tales varying from 6% to 9%% ........... ' ....................... . 

i·, 
I s:- 13.51111 

!i1R.R57 
\1\ 

' 1'5.742 ---
s 55.ll!J!l 

S I :1.51111 

211.11011 

i' .000 -

1fi.571 

$ 57.071 

~-

~lue Chip"s bank term loan is co!lateralized by all of!he shares of its candy and newspaper s'ribsidiaries_(;:-:) '°'"l ., 

The Senior Note Agreements include debt limitation provisions. as well as limiting lerms reiating lo sales of 
assets. mergers and consolidations. and allow the noteholders lo demand pr"'p.a;i1pcnt al par wilhin 611 days or 

·•·:notice that. during the lifetime of Warren E. Buffet!. his ownership of stock oft1{a.8ompany. logel!rnr with Iha! or 
certain family affliates. has decreased lo less than 15% of the Company"s out~landing capital stock. 

The Senior Note Agreements impose a limitation upon "restricted payments'; by 1Jl'a Cornpany. That turn1 

includes investments by the Company in subsidiaries not bound by the ter~1s of lhe Agr~emenls. dividends and 
other equity distributions. The Company's investment in Blue Chip Stamps is a .. restrid~d payrilenl" under lhe 
terms of the Agreements, Retained earnings of approximately $179.955 as of December 2!1. 1979 are restric:l!?d by 
this provision. 

Principal payments on debt oulslanding at December 29. 1979 are required as follows: 

1980 ..................................... . 
1981 .................................... . 
1982 •.•••.•.•..•.•..•.•••...••••.•.•.•••• 
1983 •••••••.••••••••••••••••••••••••••••• 
1984 •••.••.••••.•.•..••.••••••••••••••••• 
Thereafter ............................... . 

-:!? 

)i 

Turm loan Olhf!r 
payable? SunitJr. nor1:s and 
to bank {; Notes duhcntun!s 

$ ~ s 1.143 s 828 
3,500 1.143 519 
5.000 1.143 1.1132 
5.000 :m2 

J:lli 
12.635 

$13.5110 

1.143 
1.143 

20.142 

$25.R57 $15.742 

20 

lbtul ilf!hl 
nrururitiu~ 

s 1.!171 
5.lfi2 
7.175 
6.5:15 
1.479. 

:12.777 

$55.ll!l!J 

. 
// ., 
'·' 

I 
l ~! 

~, 
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Berkshire Hathaway· Inc. 
.. AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued} 

(10) Income run 

llecember29, 1979 and Decelllber 30, 1978 
(dollan In lhousond1J 

Income laxes applicable to operating earnings are reconciled hi the table which follows to hypothetical 
amounts computed at the Federal statutory rates of 46% for 1979 and U% for 1978. 

Earnings from consolidi1ted operations Including minorjty Interests. before applicable 
Income laxes and realized investment Rain ........... • .......................... . 

Hypothetical amounts applicable to above computed at Federal statutory rates ........ · 
Decreases~ resulting from: 

1lllc-exvmpt Interest income .................................. ; ................. . 
85% dividends received !'red it .......................... • ...................... , . 
100% exclusion relating to equity in net earnings of: 

Illinois National Bank •. , ................................ · .....•.......•..•.... 
Wesco ..................... , ................................. : .••..•......... 

lnereascs, resulting from: 
State income taxes, less Federal Income tax benefit, plus Canadian Income taxes .... 
Provision relating to consolidated operating income of Blue Chip Stamps not 

distributed ...... ;. ...•..•••..•.•.....•.......•••......•...•.•....••.•..••....• 
Net oilier differences ................................. , ........................... . 

Total income taxes applieabie to operating earnings ..••....••.•.••...••.•.••.... 

1979 1978 

$51.600 $46.777 

$23,736 $22.453 

(2,747) (2.652) 
(6,012) (4,829) 

(2,282) (2.036) 
(4,392) (3.560) 

951 911 

580 522 

l38J (74) 

s 9,796 s 10.735 

The iibov.e income t8'C expense represents amounts· assessed cunently,. adjusted for changes in amounts 
previously considered prepaid or .deferred as follows: 

Current ........ ,, .•..............................•..•......•.•.••.•.••.•• i ••••••••••• 
Change in prepaid ..... : . ........................................................ . 
Clwlge in defeneoi liability arising from operations .......................... • ..... . 

1979 

i 9,339 
431 
26 

s 9,796 

1978 

s 8,702 
(219) 

2,252 

s 10,735 

The change. In prepaid Income taxes relates to timing differenee1 primarily in reporting Blue Chip's stamp 
redemption expenses. The change in the deferred liability arising from operations relates .. to the following: · 

1979 1978 

s 580 s 522 
(366) 1.437 
318 266 

l506J 27 

Undistributed income of Blue Chip Stamps .................. • ..................... . 
Defened insurance premium acquisition coats: •••••••••.• • •••....•••.••..•.••..•.•• • 
Accretion of discount on bonds ................................................... . 
Policyholder dividends and unbilled revenues .... .'.' ••.•...•.••• : ...•.•••...•...•••. 

s 26 s 2,252 
,. 

Income taxes app1icable to realized Investment gains are essentially equal to ilmounts computed at tlie Federal 
1tatutory rate of 28% (1979) and 30% (197"8) applicable to long-term capital gains.;'. 

21 
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Perkshire Hat.Jia-.."!ay'T11r::. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED 1'"INANCIAL STATEMENTS (Continued) 
December 29, 1979 and December 30, 1978 

(dollars In lhau11and1) 
I 

It 

(ti) Lease Commlbnenls o 
The Company's retailing subsidiary (Associated Retail Stores, Inc.) and Blue Chip and its subsidiaries had 

1lgnlficant lease commitments oulstondiug at December 30, 1978, the minimum rentals under which were as 
follows at December 29. 1979: 

Year .Associated Blue Chi(! Toto I 

1980 ....................................................... · $ 1,406 2,762 4,168 
191'1 ...................................................... . 1,341 ~.193 3.534 
1982 ......•••.......••......••••••.•...•.••••.•.•......•... 1,034 l,902 2,936 
19113 ............................................. ; .•.••.•.. 851 1,638 2.489 
1984 ........................................... .' •..••••.... 588 1,378 1.966 
Thereafter .........•.••...•.....•.•••• , ..••..•..........•..•. 2,221 4,780 7,001 

Leases of the Company and its consolidated subsidiaries in effect al December 29, 1979 are classified as 
. operating leases; there were no capital lease commitments pertaining lo real property; any such commitments 

with respect lo equipment leases entered into are considered Immaterial. Thtal rental expense charged lo consoli· 
dated .net earnings was Sjl,026 for 1979 and $7,486 for 1978, Including contingent real estate rentals In excess of 
slated minimum amounting to $2,699 for 1979 and $2,157 for 1978. 

(tZ) Pension Plans 
Employees of the Coinpil~y and its consolidated subsidiaries who meet certain eligibility requirements are 

covered under either employer-sponsored or union-sponsored pension, profit·sharing or savings plans. Total 
pension expense charged lo consolidated earnings was $2,454 for 1979 and $2.587 for 1978, which includes, as to 
certain of the plans, amortization of prior service costs over a 31J..year period. The Company and its subsidiaries 
generally fund pension costs accrued. Based on the most recent actuarial valuations, the market value of the assets 
of certain employer-sponsored pension plans was $2,760 less than the actuarially computed value of ves.ted benefits 
iJnder those plans; however. the ~)!grega!e market value of the assets of all employe{lsponsored plans, plus amounts 
accrued for contributions thereto, exceeded the aggregate of vested .benefits at the valuation dates by approximately 
$4,610. Unamortized past service costs with respect to certain of the plans approximated $5,750. 

I 
(13) Litigation 

On October 28, 1977 the Buffalo Courie~~Express, Inc., a principal competitor of Blue Chip's subsidiary, 
Buffalo Evening News. Inc .. filed an action against such subsidiary in the United States District Court under Federal 
antitrust laws seeking to enjoin certain practices allegedly engaged In by the News in connection with the proposed 
initiation of a Sunday edition in place of its Saturday weekc;nd edition and publication of Saturday end holiday 
editions. thus providing competition for the existing S,.;;day edition of the.Courier-Express. In addition to seeking 
an injunction, the complaint seeks treble daniages in an unspecified ·amount, attorneys' fees and costs. The 
defendant has filed an answer and counterclaim denying all liability and seeking affirmative relief of treble damages 
in an unspecified amount. injunction, attorneys' fees end costs against plaintiff on the ground, among others. that 
plaintiff seeks to monopolize the Sunday newspaper business In the Buffalo metropolitan area hi violation of the 
Federal antitrust laws. If the plaintiff is successful in obtaining the kinds of permanent injunctions It is seeking, 
the News probably will be forced to cease operations and liquidate; however, with discovery incomplete, the 
outcome of the action and defendant's potential exposure, i£ any, are uncertain. 

It is the opinion of management of Berkshire Hathaway Inc. that the ultimate outcome of this liquidation will 
aot have a materially adverse effect on the consolidated liaancial position of the Company, notwithstanding its 
potentially severe Impact upon the News. 
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' Berkshire Hathaway· Inc. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
December 29, 1979 and December 30, 1978 

(dollars fri d1ousands except for per share amounts) 

(HJ Querterly Results (Unaudited) 
A summary of earnings by quarter for each of the past two years Is presented In the following table. This 

information Is unaudited. · 

1st 2nd 3rd 4th 
Quarter Quarter Quarter Quarter 

Income Items ............. ,· \ ........................ . $104,269 $117,623 $108,450 $143.743 

Costs and expenses, except Income taxes ...••...• , ••••• 
lriCome taxes .. -· .......•...••.••.••••..•. ~ .•.....•...• 

93,806 100,655 100,750 127.274 

1,559 4,275 763 3,199 

Minority interest ... <:'.'Oo'/'. , ..... : .................. .. 809 1,657 261 - 3.156 

96,174 106.587 101.774 133.629 

Earnings before realized investment gaiit .........• , , ••. 
Realized investment/gain ............•.•.••...•... : . .. . 

8,095 11,036 6,676 10,114 

1,306 841 1.1i7 3,632 

Net earnings ....................................... .. $ 9,401 $ 11,877 s 1,793 s 13,746 

Per share: 
Earnings before realized investmant gain ....••....••. 
Realized investment gain ..................... , .... .. 

s 7.88 $ 10.74 s 6.50 s 9.85 

1.27 .82 1.09 3.53 

Net earnings ................................ , s ·9,15 $ 11.56 $ 7.59 s 13.38 

Income Items ........................................ $111,255 $107,624 $105,101 $133,621 

Costs and expenses, except income laxes ...... • ....... . 
Income taxes ... , ............... ; .. , ................. . 
Minority Interest ............. , ...................... . 

100.789 . 98,461 98,017 113,557 

2,376 1,476 1,169 5,714 

1,350 1.173 342 3.193 

104,515 101,110 99,528 122,464 

Earnings before realized Investment gain .... · .. . 
Reelized Investment gain ............................. . 

6,740 6,514 5,573 11,157 

3.278 917 1.240 3,823 

Net earnings ................................ , . s 10,018 s 7.431 s 6.813 $ 14.980 

Per sha~;, 
Earnings before realized investment gain ...•.•••.•••• 
Realized investment gain .................. , ......... . 

$ 6.54 s 6.32 '$ 5.42 $ 10.86 

3.18 .09 1.21 3.72 

... -••P ·: .......................... l s 9.72 s 7.21 $ 6.63 $ 14.58 
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RP.rk~hire Hathaway Inc. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
December 29, 1979 and December 30, 1978 

!dollars in thousands) 

(15) Consolidated Segment Data 
The tables below reflect deta for the pest five years broken do"'.n as lo business segments. The accounts of 

Blue Chip Stamps are reflected on a consolidated basis commencing with 1977; prior to 1977. when the Company 
owned less than 50% of Blue Chip, lhe equily method of accounting was applied to the Company's investment in 
lhal company. Segments below captioned "Candy". "Promotional Services", and "Newspaper" are segments of 

. Blue Chip; that company purchased the newspaper business In 1977. 

I. Revenues of Consolidated Companies 

lnsurapce • ...•......... ,_ .,-::· ~ :-:~ ......... . 
Textiles ............. ,,.,:;: .............. .'. 
Retailing ............. ' ................. . 
Candy ..................... ._ ............ . 
Promotional services ................... . 
Newspaper ............................ . 
bther ................................. . 

Total revenues o( ·consolidated 
companies ..................... . 

1975 

s 70,028 
32,833 
"35,303 

426 

$138,590 

~ 
$ 95,846 

44,644 
39,113 

2,8Ui 

$182.410 

1977 1978 lli!!. 
$156,149 $206,017 $206,356 

45,<-l98 52,674 49.862 

42,106 40.762 42,709 

63,115 73,954 88,189 
22,225 24,841 23,628 

31,833 44.791 46.414 
2,709 2,903 3,183 

$363,635 $445,942 $460.341 

"Revenues of the Insurance segment includes investment income of the Insurance Group. See Table VI below. 

D. Open1ting Profit Before Tuxes Including Minority Interest (Parentheses Denotes Loss) 
Operating profit is total revenue less total expense identified with each segment. In computing operating profil 

identified with segments, none of the following items has been added or deducted: equily in income from uncon
solidated subsidiaries, realized investment gain or loss, general corporate expenses and interest expcrise. 

Identified with segments: 
Insurance* .......................... . 
Textiles ............................. . 
Retailing ............................ . 
Candy ........................ .' ...... . 
Promotional services ................. . 
Newspaper .......................... . 
Other ............................... . 

Not identified with segments: 
Equily in earnings of: 

Illinois National ijank .............•. 
Wesco ............................ .. 
Blu" Chip ........................ .. 

Realized Investment gain (loss) .•....... 
. General corporate· expenses ..•.......•. 

Interest expense ...............•.....•. 

Operating profit before taxes (includ
ing minority interest) ............•• 

*See Table VII below. 

1975 1976 

s (2,627) 
1,289 
2,007 

426 

3,450 

3,194 
(2,881) 

(422) 
(2,560) 

s 1.876 

• 

24 

$11,089 
1,148 
2.219 

796 

15,252 

3,750 

5,107 
10,061 

(439) 
(3.056) 

$30,675 

- ·----------~--· ----. 

!ill. 1978 !W!. 

$18,606 $22.706 $27,966 
(620) 2,916 1,723 

2,775 2.757 2,'775 

12.352 12,482 12,785 

1,147 .2,151 2,397 

751 (2,913) (4,617) 
528 1,150 1,203 

35,539 41.249 44,232 

3,550 4,242 4,960 
5,715 7,417 a.784 

13,309 13.987 10.148 

(534) (1,072) (647) 

(4,789) '(5.059) (5,729) 

$52.790 $60.764 $61.748 
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Berkshire Hathaway"ln(;. 
AND CONSOLIDATED SUBSIDIARIES 

NOTES"TQ~~ONSOLIDATED FINANCIAL STATEMENTS (Continued} 
""' December 29. 1979 and December 30, i978 

115}. Consolid•led Segment D•lm (continued) 

W. Identifiable Aasels •I Ye.r'.Ji:nd 

Identified with segments: 
Insurance .••.........•.•• ,· o ••....... · •• 
Tuxliles .•..•...... , ..•..•..••.•••.••.• 
Retailing , ....•.........••.••••. , ..... 
Candy .......... , ..••.•..•.•••..•.••.• 
Promotional Services ••••••••••••••.•••• 
Newspaper ..•.•......... ; •.•. • ....•.• 
Other ........•.... : .•.••.•••...•.•••. 

Not identified with segment~: 
Investment in Illinois Natfonal Bank .... 
Investment in Wesco ..•....•....•••••. 
Investment in Blue Chip .•. , ....••.•••. 

Co~'::'~.'.".'_ ~~ .. a.~~. ~~~.r'.:l·e·~· '.~~~.·~:1 
Investment in unconsolidated subsidi-

aries • • o • • • • • • • • o • • • • • • • • • • • • •••••••I 

Combined and consolidated assets 
al year end ........... , ....... .. 

(dolla'" In thousands) 

$~64,443• 
17.821 
10.195 

192,459 

23.424 

32,042 

6.266 

1:120 

$255,311 •. 

$261,752. 
20,621 
9,965 

. 1,973 

294.311 

24.732 

42,684 

1,518 

680 

. \ '. 

$364,1z5• 

1977 1978 

$377,954. $410.023• 
22.191 22.606 
14,272 . 14.235 
39,183 44.177 
77,233 84.783 
39,798 36.542 

4,198 2,147 

574,829 676,513 

25,839 27,146 
43,692 49,370 

491 3,106 

1,627 1,477 

$641j,678. $757,612• 

•Restated to re/feet marbtoble equity securities of insurance segment at market 

iy. Capital Expenditures 

Insurance ....•.....•...•.••••.•.••..••.. 
Tuxtiles .... , •.• , ..•.•. , •...• ,, •.•....•.•• 
Retailing .............................. . 

. Candy ................................. . 
Promoiion~I services ................... . 
Newspaper ............................ . 
Other ............................. ; .••. 

Total capital expenditures •.•.•.•.•. 

~ 
$ 98 

248 
'i25 

s 47J 

1976 

s 273 
1,006 

116 

669 

s 2,066 

1977 1976 

s 539 s 897 
533 450 
294 247 

2,114 2,777 
2 130 

32,437 1,131 
9 8 

$ 35,928 ,,s.,a.64o 

V. DeprecU.tion md Amortization of Property, Pim! md Equipment, Including Leullholch 

Insurance ...•.•.... • ...•.••...••.•.•.•.•• 
Tuxtiles .• , .......... , .................. . 
Retailing .........••. , ..•.•.••.•. , .•••.. 
c.ndy ................................. . 
Promotional.services ..• , ............... . 
Newspaper ......... ., ...•.•.•• , • , • , •••• 
Other ................................. . 

'lblal depreciaiion and 
amortization ...•.....••• ~ •.•.•..• 

.. 

~-
$ 152 

385 
121 

s 658 

25 

.. 

ill! 
$ 163 

402 
. 124 

53 

$' 742 -

1977 1978 

$ 213 s 305 
482 455 
126 135 
822 1,007 
109 96 

1,507 2,554 
49 50 

$ 3,308 "$ 4,602 

' 

1979 

$585.103 
25.139 
14,520 
47,923 
93,646 
35.663 

2,246 

804,240 

28.765 
56,750 

1.113 

·1,377 

$892.265 

l!!Zl!. 
$ 1,133 

1,116 
279 

3,250 
355 
642 

18 

s 6,793 

1979 

$ 459 
486 
151 

1,199 
146 

2.159 
51 

$ 4.651 
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AND CONSOLIDATED SUBSIDIARIBS 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

December z!l, 1979 and December 30. 1978 
(dollars- In thousands) 

(15) Consolidated Segment IJata (continued) ! 
VJ. Revenue of the lnsuranl:e Segment 

1975 1976 

Premiums earned: 
Specialized auto and general liability ... s 38,513 s 50,778 
Workers' Compen!lalion• .............. 3,632 5,Bi5 
Reinsurarice ......... .; ................. 12,407 17,220 
Home Stale multiple lines ...••.... , . , • 6,670 11.058 

Tutal premiums earned ............ 61,222 84,871 
lnvesbnent income ......... ~ ........... ~ . 8,806 10,975 

Insurance segment reVenties ....... s 70,028 s 95.846 

1977 1978 

s 80,690 s 96,i26 
18,916 29,893 
24,100 30,160 
19,382 29,894 

143,080 186,073 
13,061 19,944 

$156,149 $206,017 

1979 

s 90,646 
19,350 
30.864 
41.089 

181:949 
24.407 

$206.356 

•W>rfr:ers• CompensoUon Coverage. wriiten by the Horne State CompQnies, as port of iheir mliltiple line; business, is not 
disaggregated fro_m their totaJ earned premiums. Earned premiums set forth above for Workers' Compensation re[Ject those for 
Southen1 Casualty lnsurunce Compc:{i1y and for Notional lndemuity Companf's Workers' ComPen~tiOn deparii11enf~ for each 
year presented. premiums earned by Cypress lnsuronce Company aM'addJtionolJy included for i978 and 1979. 

VIL Insurance Segtileni Operating Profit 

Underwriting g'ain (loss): 
19~5 1976 1977 1978 ~ 

Spticialized auto and general liability •.• s (7,450) s 4,768 s 7,800 Sli.543 s 7.242 
Workers' Compensation ...••••.•..•.••• (342) (1,093) (1,644) (3,944) 5,733 
Reinsurance ............•....... 4 ••••• (2,651) (2,879) (1,251) (2.443) (4.338) 
Home Staie multiple lines ......•....•. 1907) 1548) 896 12.155) (4.895) 

Tutsi underwriting gain (loss]' ..•.•. (11,350) 248 5,801. 3,001 3,742 
Net investment income . , ..........••.•.. 8,723 10,841 12.805 19.705 24,224 

Insurance segment operating profit 
(loss) before tlll<es .••.•.•••..•..• s 12.627) $11,089. $18,606 $22,706 $27,966 

•• 
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RP.rksbire Hathawav Inc. 
SUMMARY OF OPERATIONS 

EXHIBIT B 
TO 

ANNUAL REPORT FORM 10-K 

The following Summary should be read in conjunction with the consolidated financial statements 
and the notes thereto for the most recent two years, appearing elsewhere in this report. Figures in this 
Summary reflect consolidation of the accounts of Blue Chip Stamps for the three years ended December 
29, 1979; figures for 1975 and 1976, when the Company owned less than 50% of Blue Chip. reflect the 
equity method of accounting for the Company's investment in Blue Chip. Net earnings are unaffected 
by this difference between methods of presentation; because of this difference, however, other individ
ual items in the Summary·for the firsi two years presented are not strictly comparable to those for the 
latest three years. 

1975 1976 1977 1978 1979 

... (dollars in thousands, except per share amounts I ... 
$ 138,590 $ 182,410 $ 363,635 s 445,942 $ 460,341 Revenues of consolidated companies• ..... 

Equity in earnings of companies not con-
solidated' ...•........................ 

Costs and expenses. except income taxes .. 
Income taxes (expense) credit •........... 
Minority interest in above items ......... . 

Earnings before realized investment 
gain or loss ....................... . 

Realized investmen'i gain (loss), net of 
applicable minority interest and income 
taxes .. -..... , ...................... , .• 

Net earnings ........•............... 

Average shares outstanding ....• : ..•.•... 

Per share: 
Earnings before realized investment gain 

or loss ............................ . 
Net earnings ....•..•......•.•.•..••... 

6,644 8,857 
(140,477) (170,653) 

3,381 (2,478) 

8,138 18,136 

(2.017) 6,830 

$ 6,121 $ 24.966 

1.150.521 1,069,699 

$ 7.07 $ 16.95 

s 5.32 $ 23.33 

9,265 11.659 
(333,420) (410.R24) 

(9,695) (10,735) 
(6,313) (6,058) 

23,472 29,984 

6.921 9,258 

$ 30,393 $ 39,242 

1,037,705 1,028.664 

$ 22.62 $ 29.15 
$ 29.29 $ 38.15 

1See Tuble I in note 15 lo consolidated financial statements. 
'Companies not consolidated, and the equity in earnings of each are as follows: 

lllinois National Bank .•....•••....•...•.....• :·. ~: l 
Wesco Financial Corporation ....••••.•..• '" •.•.. ,.; 
Blue Chip Stamps (See headnote) •.••.•.•...••••.. : · 

r 
! 
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1975 1976 1977 -- -- --
$3,450 $3,750 $3,550 

5,715 
3,194 5,107 

1978 

$4,242 
7,417 

1979 --· 
$4.960 

8,784 

13,744 
(422.485) 

(9.796) 
(5.883) 

35,921 

6,896 

$ 42.817 

1.027,145 

$ 34.97 
$ 41.68 
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MANAGEMENT DISCUSSION OF TIIE SUMMARY OF OPERATIONS 

Revenues of Consoljdated Companies 
These revenues as reflected in the Summery of Operations, further broken down by business 

segment In Thble I of note 15 to the consolidated financial statements (page 24), were es follows: · 

1979 ........................ : • ............. l •••••• : • •• $460,341,000 
1978 ....................................... " ••••••••• $445,942,000 
Increase 1979 over 1978 • , ••• ; ................ , •••••••••• , ••.•••..•••. $14,399,000 
1977 .................................................. $363,635,000 
Increase i 91'8 over 1977 ......... , ,_ ••• , • , .". , • , • , ••• , , •• , • , , , ••.••• , •• $82,307 ,ODO 

1979 lis. 1978 
Substantially all of the net increase in revenues of consolidated companies for 1979 can be 

attributed lo increased candy business segment revenues of $14,235,000. Approximately 00% of this 
increase reflects increased selling prices of candy required to cover higher costs incurred, about 40% 
of the increase reflects additional volume of business. . . 

1979 lnsurant:e premiums earned declined approximately $4.1 million from 1978; this decline was 
overcome for the Insurance Group by an Increase of about $4.5 million in earned investment income, 
resulting principally from a higher level of invested funds in 1979 than in 1978. 

1978 vs. 1977 
The significant increase of $82.3 million in revenues of consolidated companies in 1978.over 1977 

ls attributable to several factors in a number of the Company's business segments. Insurance Group 
insurance premiums earned in 1978 increased approximately $43 million over 1977. ThiS •increase 
includes about $13 million in workers' compensation premiums earned by Cypress Insurance Ccimpany, 
new to the Group in 1978. ffhe Company purchased Cypress in late December. 1977.) Specialized auto 
andgeneral liability premiums earned in 1978 increased ovet 1977 in excess of $15 million. This was 
in iine with the cyclical nature we have noted in this subsegment of the Insurance ·Group ~ this 
specialty business is conducted in our Group primarily by National Indemnity Company and National 
Fire and Marine Insurance Company. Premiums earned by the Home State multiple lines companies 
Increased in 1978 over 1977 approximately $10.5 million, es· their market penetration continued to 
increase in each of their domiciliary states. The increased premium volume of the Insurance Group 
resulted in a higher level of invested funds, which, together with a somewhat higher yield earned· on 
investments, caused investment income of the Group to incre;;se approximately $7 million in 1978 as 
compared to 1977. 

· Candy business revenues increased approximately $11 million in 1978 over 1977 as a combined 
result of increased vohlme and increased prices. 

Newspaper revenues of the Buffalo Evening Newll, owned by Blue Chip Stamps, reflect en .increase 
In 1978 over 1977 principally because such revenues for 1977 represent those for only that part of the 
year subsequent to the.April, 1977 purchase by Blue Chip. 
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Berkshire Hathaway Inc. 
MANAGEMENT DISCUSSION OF THE SUMMARY OF OPERATIONS (Continued) 

Equity in Earnings or Companies Not Consolidated 

1979 ..... .,',, ...... '' ........ . 
1978 ......................... . 
1977 ......................... . 

Illinois 
Notional 

Dank 

4,960 
,,, 4,242 

3,550 

Equity in earnings of: 

Wesco 
Financial 

Corporation 
fdi;illars in thousondsj 

8,784 
7,417 
5,715 

Combined 
Amount 

13.744 
11,659 

9.265 

Net earnings of the Illinois National Bank have increased in each of the past two years, reflecting 
higher rates earned on somewhat higher invested assets, ill addition to effective cost controls by man
agement of the bank. As stated elsewhere in this report, the Company Is required to divest of control of 
the Illinois National Bank by January 1, 1981. · 

A summary or earnings of Wesco Financial Corporation for the past three years is presented in 
the table below. Wesco is approximately lio"(o owned by Blue Chip Stamps. "Financial operations" in 
the table reflect operations of the parent company and of Mutual Savings and Loan Association. 
"Steel service" operatirns reflect those of Precision Steel Warehouse, Inc., acquired by Wesco in 1979. 

1977 1978 1979 

. :(f 

Financial operating revenues . , ............ , ................... .. 
(dollars in llmusondsl 

$ 44,423 $ 51,0l 9 $ 60,773 I 

Financial expenses. pri11clpally interest expense ...•........••.... (35,543) (39,352) (50.270) 
·Applicable income faxes ............. , ....•..•........ , ...... , .. (2,431) . (3.186) (2.023) 1 

Net operations income ..:. financial operations ......••.......... '' • 6,449, 8,481 8.480 
Net income - steel service operations .......................... . 1.707 

Tula! operating income .................................. .. $ 6,449 $ 8.481 $10,187 I 

Blue Chip's equity In above ............. , ...................... ; $ 5,166 $ 6,793 $ 8,160 
Amortization recorded by Blue Chip2 ................ , .......... . 549 624 624 

Blue Chip's equity In opl!rating earnings of Wesco• •.. , .. .. •. .. • .. $ 5.715 $ 7,417 $ 8,784 
, I . .· 

1 1979 excludes $1,384,000 investment gain (primarily from sale by Wesco of on investment in common siock"of 
Detroit l~ter11otionol Bridge Company) and $431,000 income loxes applicable lo such gain. (The Company's 
equity in the net gain is included in realized investment g<;1ln In the Summary of Operations.) 

•·Blue Chip's cost of its investment in Wesco is less than its equity in underlying book value of net assets; annual 
amortization of this excess book vaiue is included in tonsolidoted Income. 

'The Companys economic interest in W.sco\I eoml'ngs Is less than Blue Chip's equity in such earnings because 
of the outstanding minority interest in Blue c;hip; see theidiscussion below under the captions of "Earnings Before 
Realized lnveslmeril Goin" and "Realized Investment Goin". 

' . 
Tl~e substantial increase in Wesce's net earnings in 1978 over 1977 was due to an increase in the 

intereilt "spread" (yield on loans less cost or funds) on Mutual's loans, from 1.51% for 1977 to 1.66% in 
19711, and to an increased return in 1978 on other earning assets of Mutual and Wesco. 

Tllie 1979 increase over 1978 is reflective or a somewhat lower effective rate of income taxes, plus 
the cohtributfon to Wesco's e'arnings of the steel service center business acquired by Wesco in 
February, 1979. 
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UG:&"'!~shi.AG lI~L11i::~~-~;· !~~. 
MANAGEMENT DISCUSSION OF UIE SuMMARY OF OPERATIONS (Continued} 

Earnings Before Realized Investment Gain or Loss 
Operating profit before taxes by business segment for the five years ended December 29, 1979 is 

reflected in note 15 to the consolidated financial statements on page 24 of this report. Earnings before 
realized investment gain takes into account the ndditionel ljems of income ;axes and minority interest. 
Because the minority interest is significant but essentially relates only to segments' operated by Blue 
Chip Stamps, and because the impact of iiicome tBJCes upon the pre-tax income of the various segments 
is not proportional (o such pre-tBJC income, a breakdown of this more inclusive total is presented below 
for the past three years. 

Contribution lo the Company's 
Earnings Before Realized 

Investment Gain 

(Dollars in thousands) 
1977 1978 1979 

Business segment; 
Insurance Group ......................................... .- • .... . 
Candy business• ................................................ . 
Retailing ofapparel ............................................. . 
Tuxtlles ........................................................ . 
Promotional services .......• ; .......•................ , •....• , .. . 
Ne\vspap·er business• ........•..................•.........•....... 

Tutal of above segments ..................... •. • ...... • ...... . 
Not assigned to segments: 

Equity in earnings of companies not consolidated 
Illinois National Bank ......................................... . 
Wesco Financial Corporation ................................... . 

Inters! expense and net other items .............................. .. 
Total earnings before realized investment gain •....•...•••...•• 

$14,377 
2,974 
1,429 
{322) 
892 
535 

19,805 

3,550 
2,683 

{2,646) 

$23.412 

$17.960 
3,049 
1,176 
1,342 
1.382 
!738) 

24,171 

4,242 
3,775 

{2.204) 

$29,984 

$22.320 
3,448 
1.280 

848 
1,624 

11.333) 

28,187 

4,960 
4,793 

(2.019) 

$35,921 

*These are segments of Blue Chip Stamps. The Com pony's ownership of Blue Chip averaged approximately 51 % 
in 1977, 55.5% in 1978 and 59% i~._1979; accordingly. a decreased annual charge reftecling decreased minority 
interest for these segments for each '•uccessive year is reflected in the ollOve table. 

I 

Income taxes have been assigned in the above tabulation oil the basis of economic effects; amounts 
so assigned may differ from tBJC amounts assigned to the various lega1 entities in accordance with tax 
sharing agreements effective as between members of the consolidated groups. 

Insurance Group 
. Earnings of the Insurance Group as reflected above consists of underwriting gain plus net invest-

ment income, each after income tBJC effect, es follows: 

1979 ......................... . 
1978 ......................... . 
1977 ......................... . 

Underwriting 
Gain 

$2,020 
1,560 
3,017 

35 

After True Effect 
Net 

Investment 
Income 

'(dollars in thousands/ 
$20,300 

16.400 
11,360 

Tut al 

$22,320 
17,960 
14,377 

--j-
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Berkshire Hathaway Inc. 
MANAGEMEN,f DISCUSSION OF 1llE SUMMARY OF OPERATIOl.~S (Continued} 

'· ' 

Underwriting resuits for property/casualty insurance companies are most commonly measured by 
the "combined ratio", which is the sum of the ratio of losses and loss adjustment expenses lo premiums 
earned plus the ratio of statutory underwriting expenses lo premiums written. A combined ratio below 
100 indicates an underv.-riting profit; above 100 indicates an underwriting loss. The combined ratio. of 
our Insurance Group was 95.4 for 1977, 98.2 for 1978 and 97.1 for 1979. 

Candy Business 
Although sales of candy have Increased significantly ht each of the past two years. costs have 

cortespondingly increased. Net earnings remain at consistently high levels relative to capital employed 
in the business. 

Retailing Business · , 
'·' This business continues to reflect highly satisfactory profit, particularly relative to the capital 

employed in the operation. 

Tuxlile, Business 
Our textile operations in 1978 reliected significant improvement over those bf 1977, both in terms of 

volume and profitability; the profit return was, however, considered inadequate in relation to the capital 
employed hi the busine55' Efforts to further improve the operation in 1979 did not succeed; both sales 
and profit declined, A reduciion in the scope of the textile operations at Manchester is planned. 

\. 0 I 

Promotional Services 
Au increase in the i:omp6lliy's equity, after laxes, in this segment of Blue Chip's business in each of 

the past two years reflects, ill addition to a lesser minority interest, an increase in after lllx investment 
income yield each year. Also, some decrease in the relative costs of stamp issuance by Blue Chip in 
1978 was noted, as compared to 1977. 

Realized Investment Gain_{.! 
Realized securities gain, .reflects afteM8X net gain on disposition of securities by the"lnsurance Group, 

Blue Chip and Wesco (ea/Ji of the latter after deducting applicable minority interest) as follows: 
',· ,f':, . 

Insurance Group: 
Gain on sale of bonds.: ..... , ................................. . 
Gain, on sale ofslocks ........... , ............................ . 

Net realized investment gain -
Insurance Group ......................................... . 

Blue Chip .••...••.•..•.•...••••••••••••..••••• , ••••••.•..•••••• 
Wesco ......................................... ~ .•............•.. 

Nei realized investment gain .............................. . 

• 

1977 ~ ~ 

$1,124 
3.793 

4,917 
2,004 

$6,921 
~ 

fDollors in lhousondsJ 

$1.274 
7,599 

"' 11,873 
385 

$9.258 

$ 752 
5,489 

6,241 
246 
409 ---

$6.896 -
Realization of investment gains (or losses) is determined by prevailing investment strategy applied 

under changing economic conditions. Amounts are thus variable and unpredictable. 

I 
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"' l!XJJ!lll'l' C - TO /\NNU/\J:. RCl.'OR'l' FORM 10-J< 
OF JJERI<SllIRE ll/\'1'11/\W/\Y INC. FOR TllE YE/\R 
ENDED DECEMBER 29, 1979 

Item 1. DESCRIPTION OF IJUSINESS 

WESCO FINANCIAL CORPORATION. Wesco Fi
nancial Corporation (Wesco), a savings and loan 
holding company, was incorporated on March 18, 
1959. liistorically, Wesco has .conducted most of its 
operatitms through its wholly-owned subsidiary, 
Mutual Savings and Loan Association (Mutual Sav
ir1gs). As of December 31, 1979, Mutual Savings had 
total assets of 5627,260,000, operated 16 offices and 
ranked approximately 35th among all savings and 
loan associations having offices in California. 

On March 25, 1980, Mutual Savings executed a 
contract with Brentwood Savings and Loan Associa
tion, a subsidiary of Jim Walter Corp., providing for 
the sale of all of Mutual Savings' offices, except its 
headquarters office and a satellite office lo be 
opened in 1980 in a new shopping plaza across the 
street froni the headquarters office. Closing of the 
sale is conlingenl upon receipt of regulatory ap
provals, Under the terms of the contract, Mutual 
Savings will transfer net branch office deposits 
(approximate!)' $300,000,0001 and mortgage loans of 
an equal amount. It will also transfer the physical 
assets of the branch offices. Brentwood Savings will 
pay SB,08(>.000 and assume the savings account '' 
liabilities of the branches. Mulual Savings in lends to 
continue operating its headquarters office and the 
new satellite office. 

On February 28, 1979, for appro:<imately $15.1 
million, \.Vesco acquired all of the assets and as
sumed all of ihe liabilities of Precision Steel \<\'are
house, Inc. (Precision Steel) and its subsidiaries. 
Precision Slee! is engaged In the steel service center 
business and also manufactures and distributes lool 
room specialty products and distributes hose clamps. 
The l~rgest portion of Precision Steel's business is 
the processing of cold rolled metals, principall1• 
specialty steels. lo customer order spctific;itions. 

In addition to its operating subsidiaries, Wesco 
invests in rn;irketablc common and orefcrred stocks 
of unaffiliated companies ;ind owns'·~ business block 
in Pas;idena which includes the building in which 
its headquarters are located. 

lllJSINESS SEGMENTS. Wesco's business includes 
two business segments ·-financial and steel service. 
The,.financial business includes the s.wings and loan. 
business; ihe operation of a business block in Pasa
dena; investments in marketable common and pre
ferred stocks; and the insurance agency business of 
WSC Insurance Agency. The steel service business 
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includes the service center business and tool room 
specialty products and hose clamp business con
ducted by Precision Steel. The amounts of revenue, 
operating profit, and identifiable assets attributable 
to each of these two industry segments are se.! forth 
in Item 2, Summary of Operations, and in the re
lated financial statements and notes included under 
Item 12. " 

Financial 

MUTUAL SAViNCS AND LOAN ASSOCIATION. 
The income of Mutual Savings is derived prin
cipally from interest charges on real estate loans 
,and. to a lesser extent. from i'nteresl and diyidends 
on marketable securities. Loan fees and service 
charges are minor sources of income. Income from 
real estate operations and sales of property ate 
limited .lo real estate acquired through foreclosure. 
The principal exr1ense item of Mutu.al Savings is 
interest on savings accounts (including money 
market certificates). and, lo a lesser extent, interest 
on borrowings from the Federal Home 'Loan Bank 
(FHLB) and other sources. 

I.ENDING ACTIVITIES. Substantially all of Mutual 
Savings' loans are real estate loans, principally loans 
secured by first trust deeds on residential and com
mercial properties. Its loan portfolio also includes 
loan participations purchased from other savings 
11nd loan ;issoci11lions and parlicipalions in Govern· 
mc>nl National Mortgage Association IGNMA) mort
gage-backed certificates. All of the loan participa
tions !.erviced by other associations will be trans
ferred to Brentwood Savings; GNMA mor.!gag~·.'!"' 
backed certificates will be retained. Saving~ ai:'to1inl' · 
loans have increased irom less than 1 % of the total 
loan portfolio al December 31, 1976 lo 5% at 
December 31, 1979. Savi'iigs account loans arc gen
eral-purpose loans to depositors secured by their 
savings account balances al Mutual Savings. 

,, 
In recent periods, loans originated by Mutual 

Savings have been primarily loans lo purcha··•' exist
ing properties and refinancings to increase <·xisting 
loans. During ·1979, Mutual Savings substantially 
curtaik•d its real estate loan originations because of 
the high cost of savings accounts, the reduction in 
net savings inflow, and uncertainty as lo the future 
di1C'ction of loan interest rates. These factors in
creased the potential risks of lending on a long-term 
basis Creal estate loans) with short-term funds (sav
ings accounts). No assurance can be given that the 
factors which have caused the curtailment of lending 
activities will be alleviated in the foreseeable future, 
and the sale of the branch offices will' also reduce 
lending. 

' ,. 
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INVESTMENTS. Mutual Savings is permit!ed to 
invest up lo S% of total assets in the common stock 
of Federal National Mortgage Association (FNMA) 
and up to an additional 5% in certain marketable 
preferred stocks. As of December 31, 1979, the 
amount invested by Mutual Savings in marketable 
preferred stocks (all public utiiity issues rated A or 
better, most with sinking funds) was $30,624,000 
(market $27,112,0CJO). Prior lo December 1979, 
Mutual also owned l'NMA common stock in an 
amount approximately equal to the 5% of total assets 
limitation. During late 1979 and January 1980, Mutual 
Savings disposed of its investment in FNMA stock. 

SAVINGS ACTIVITIES. Savings accounts offered by 
Mutual Savings vary as to terms, with the principal 
differences being maturity date, interest rate and 
manner of payment of interest. The Federal Home 
loan Bank Board (FHLBB) establishes maximum 
permissible interest rates on all savings accounts 
other than those of $100,000 or more. Both money 
market certificates and $100,000 or more accounts 
have increased significantly in importance to Mutual 
Savings and, at December 31, 1979, represented 
30% and 3%, respectively, of all savings accounts. 
AUhe headquarters office (which will be retained) 
llley represent 21 % and 3% respectively. The high 
cost of such accounts can be expected to have an 
adverse impact on savings and loan earnings. 

YIELDS EARNED AND RATES PAID. Mutual 
Savings' earnings are largely determined by the yields 
e,amed on its loans and investments, the costs of its 
savings and borrowings, and the spread between 
such yields and costs. These factors, and develop
ments affecting them, are, discussed in Management's 
Discussion and Analysis of Summary of Operations 
in Item 2. 

If the sale of branch offices to Brentwood Savings 
is completed, the average yield on mortgage loans 
retained by Mutual Savings will be significantly re
duced since the contract of sale provides that Mutual 

., Savings will transfer mortgage loans having an aver
age yield of 10% which is well above the average 
yield of all mortgage loans held by Mutual Savings 
at December 31, 1979 (8.98%). 

COMPETITION. Mutual Savings competes with 
numerous other financial institutions for loans and 
savings accounts. Although savings and loan associ
ations have, in recent ;years, been insulated from 
some effects of direct competition by regulatory 
limits on maximum interest rates payable on savings 
by commercial banks, since 1973 Congress has had 
under consideration far-reaching proposals rcla ting 
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lo financial institutions including proposals to re
move interest rate ceilings. Such proposals would 
also expand account setvices for consumers, expand 

,.,investment and lending alternatives available to fi
nancial institutions and effect significant changes in 
the tax laws governing such institutions. 

REGULATION. Wesco, as a savings and loan hold
ing company, and Mutual Savings, as a savings and 
loan association, are subject to regulation by the 
Federal Savings and loan Insurance Corporation, the 
FHLBB, and the California Department of Savings and 
Loan. These regulations include reserve require
ments, net worth requirements, liquidity require
ments, reporting requirements, periodic regulatory 
examinations, iimitations on the types of loans and 
other investmefi!s that can be made, and regulations 
affecting the acquisition or disposition of certain 
types of businesses. 

OTHER FINANCIAL. Wesco owns, at the parent 
company level, a business block in downtown Pasa
dena, California in which the head office of Mutual 
Savings is located. The property is improved with a 
nine-story office building constructed in 1964 having 
a net rentable area of 123,732 square feet of which 
31,612 square feet are occupied by Wesco, Mutual 
Savings and WSC Insurance Agency; four commercial 
store buildings; and a multi-story garage having space 
for 425 automobiles. The properties are fully leased 
under/~tandard commercial leases expiring at various 
dates to 1988. The leases provide for annual adjust
ments in rent related either to the cost of operation, 
the cost of living, or both. 

Wesco also invests in marketable common and 
preferred stocks of unaffiliatEd companies, which 
are discussed in Management's Discussion and 
Analysis of Summary of Operations in Item 2. 

Wesco also has a wholly-owned subsidiary, WSC 
Insurance Agency, which is an insurance agency·for 
fire, extended coverage property, casualty and mort
gage life insurance. Its operatiolis have been insig
nificant to Wesco. 

\!Vesco employs approximately 170 persons in its 
savings and loan and other financial businesses. 
The headquarters office. employs approximately 75 
persons. 

Steel Service 
GENERAL. Wesco's acquisition of the business of 

Precision Steel Warehouse, Inc., and its wholly
owned subsidiaries (referred to collectively as Pre
cision Steel) was completed on February 28, 1979. 

I 
& 
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BUSINESS. Through service centers located in 
Franklin Park, Illinois and Charlotte, North Carolina, 
Precision Steel is engaged in the metal service center 
business, processing cold rolled metal products, 
principally specialty metals, to customer order speci
fications. The principal products of the service 
centers are low carbon sheet and strip steel, coated 
metals, spring steels, stainless steel, brass and phos
phorous bronze, and aluminum. Precision Steel's 
products are distributed and sold through direct 
salesmen and manufacturer's representatives. Pre
cision Steel buys its raw materials from major 
domestic steel mills. Currently, the availability of 
raw materials is good. 

DuPage Manufacturing Company, a subsidiary of 
Precision Steel Warehouse, Inc., which manufac
tured and distributed worm gear hose clamps and 
muffler clamps to the automotive, plt!mbing, marine 
and hardware markets, was dissolved'i'n January 1980, 
and its manufacturing assets have been sold. In the 
future, its hose clamp product line will be purchased 
from outside sources and marketed under the 
DuPage name through the Precision Brand Products, 
Inc. subsidiary. 

Precision Brand Products, Inc. (Precision Brand), 
a subsidiary of Precision Steel Warehouse, Inc., 
processes and distributes tool room specialty items 
for industrial customers, its principal product being 
shimstock. Precision Brand processes, packages and 
provides the customer with a complete tool room 
specialty product line. These products are sold and 
distributed nationwide through direct salesmen and 
manufacturer's representatives principally to indus
trial supply distribution companies, mill supply 
houses and manufacturing concerns. Materials are 
generally available and are purchased from major 
metal suppliers. 

INVENTORIES. Precision Steel's service centers 
maintain extensive inventories to balance the incom
ing flow from major mills with requirements to meet 
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customer demand for prompt deliveries. Typically, 
orders are filled and the processed metals delivered 
to the customer within one week. Precision Brand 
normally maintains inventories adequate to allow 
off-the-shelf service to customers. 

COMPETITION. Precision Steel's service· center 
business is highly competitive. Precision Steel not 
only competes with other service centers, but also 
With mills which supply metal to the service centers. 
Competition exists in the areas of price, quality, 
availability of products, and speed of delivery. Be
cause it specializes in light gauge, narrow width 
products and is willing to sell in relatively small 
quantities, Precision Steel's service centers have 
been able to compete in geographic areas distant 
from their facilities. 

DuPage products are in a very price-competitive 
field, in which it has approximately eight major 
direct competitors. 

With its variety of products, Precision Brand holds 
a major position in the market for its products, 
especiallv in the shimstock market. c .. ' 

BACKLOG ORDERS. At December 31, 1979, back
log orders were as follows: Service Centers -
$1,442,000; Precision Brand-$101,000; and DuPage 
- $194,000. It is expected all of these orders will be 
shipped during the first part of.~he year. 

OTHER MATTERS. At December 31, 1979, Pre
cision Steel employed 358 people, of whom approxi
mately 55% were members of unions. 

During 1979, Precision Steel's service center oper
ations (excluding operations of DuPage Manufactur
ing Co. and Precision Brand Products, Inc.) ac
counted for revenues of $29,834,000 (29.8% of con
solidated revenues). 

. 
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EXHIBI1 D - TO ANNUAL REPORT FORM 10-K 
OF BERKSHIRE HATHAWAY INC. FOR THE YEAR 
ENDED DECEMBER 29, 1979 

lien\ 5. PENDING LEGAL PROCEEDINGS 

Westo Financial Corporation and Blue Chip 
Stamps have been named as defendants in two law
suits brought by Jerry D. Luptak. Both of these cases, 
which relate lo a tender offer made by Wesco for 
shares of D.elroit International Bridge Company, are 
described below. 

" 

II 

(1) Jerry D. Luptak v. Wesco Financial Corpora
tion, Blue Chip Stamps, and Detroit International 
Bridge Compan)', United States District Court for the 
Eastern District of Michigan, No. 772460; (2) Jerry D. 
Luptak v. Central Cartage Co., Centra, Inc., Wesco 
Financial Corporation, Blue Chip Stamps, Joseph W. 
Bower, Robert A. Bower, Philip L. Carrel, Charles J. 
Clark, Q.C., ·Arthur H. Lamborn, Roy G .. Lanc·aster, 
Harold A. Ruemenapp, H. Peter Schaub, Jr. and 
Detroit International Bridge Company (DIBC). 
United States District Court for the Eastern District 
of Michigan, No. 870068. 

In the first case, plainti(f sought injunctive relief 
prohibiting Wesco from proceeding with its tender 
offer for DIB€, requiring it to divest the shares 
obtained through the tender offer, and prohibiting 
it from voting shares of DIBC held by it. The Com
plaint alleged violations of federal securities laws in 
connection with the disclosures and alleged failures 
lo disclose made in the offer to purchase and infor
mation statement that Was circulated to DIBC share
holders, particularly, but not exclusively in con
nection With the description of the operation and 
effect of the Canadian Foreign Investment Review 
Act. The United States District Court for the Eastern 
District of Michigan, on November 2, 1977, issued 
an "Order Denying Motion for Preliminary Injunc
tion and Order Dismissin1fComplaint". The plaintiff 
moved for a new trial and on December 28, 1977, · 
the Court issued an "Order Denying Motion for 
New Trial and Reconsideration". Plaintiff appealed 
these orders to the United States Court of Appeals 
for the Sixth Circuit. The Sixth Circuit affirmed the 
decision or the lower court. 

In the second case, filed on January 10, .1978, 
plaintiff purports to sue individually, and on behalf 
of all other shareholders of DIBC, and derivatively 
on behalf of DIBC. The Complaint alleges violations 
of federal securities laws in connection with the 
disclosures and alleged failures to disclose in the 
offer to purchase and information statement circu
lated lo DIBC shareholders in connection with 
Wesco's tender offer. The Complaint seeks to en
join defendants from acquiring any further shares of 
DIBC .and from voting any shares acquired by them 
since September 30, 1977. It also seeks.· to require 
the return or divestment of all shares acquired since 
September 30, 1977, and a judgment jn favor of 
plaintiff for "such damages as are attributable to 
the illegal actions of defendants". 

Wesco filed a motion to dismiss plaintiff's class 
and derivative action ·and a motion for surpmary 
judgment and dismissal of complµinl. The court 
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approved Wesco's molioi1 regarding plaintiff's class 
and derivaiive standing, refusing to certify a class 
and dismissing the derivative aspects of the suit. 
Subsequently, on July 25, 1979, the court directed 
that a final judgment be entered granting summary 
judgment to Wesco and Bltie Chip Stamps with 

. respect to all claims alleged against them in the 
second case, and dismissing such claims \vitf{'preju
dice. The Court's decision does not address the 
merits of the claims against Wesco Financial Corp
oration, but rather whether the claims had been 
previously disposed of in the first Luptak case. 
Plaintiff has apppaled the Courl's order to the 
United States Court of Appeals for the Sixth Circuit· 

Wesco Financial 'corporation and Blue Chip 
Stamps expect fo continue contesting this action 
vigorously. All the shares of Detroit International 
Bridge Company owned by Wesco were sold on 
March 12, 1979. 

( 

. 
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EXHIBIT E ~ TO ANNUAL REPORT FORM 10-K 
OF Jlt:Rl<SJIIRJ: Jl/\'111/\Wl\Y INC. FOR Tilt: YEl\R 
ENDEO DECEMBER 29, 197.9 

t2 

llem '12. FINANCIAL STATEMENTS, EXHIBITS 
FILED AND REPORTS ON FORM 8-K 

(a) Index to financial statements, schedules and 
exhibits filed with this report: ' 

Reports of Independent Accountants 

Financial Statements 



Consolidated Balance Sheet - December 31, 
1979 and 1978 

Consolidated Sialcmcnl of Income and Relaincd 
Earnings- Years ended December 31, 1979 
anrl 1978 

Consolidaled Statement of Changes in Financial 
Posiiion - Years ended December 31, 1979 
and 1978 

Notes lo Consolidaled Financial Slalements 

Schedules 

I - Marketable Securities - 0.lher Security 
Invest men ts 

Ill - Investments in, equity in earnings of, and 
dividends received from affiliales and other 
persons 

XVI - Supplementary income slalement 
information 

All olher schedules have been omitled as the 
required informalion is inapplicable or is presented 
in the consolidated financial slalemcnts or relaled 
no I es. 

Parent company financial information, including 
llalance Sheet, Stalement of Income and Retained 
Earnings and Statement of Changes in .Financial 
Position arc contained in Nole 2 of Notes to Con
solidated Financial S1a1cmenls. 

Exhibits'~ 

(b) Form 8-K - February 28, 1979 reported the 
acquisition of Precision Steel Warehouse, Inc., filed 
March 12, 1979. 

Form 8-K - March 12, 1979 reporting change in 
independent public accountants and the sale of 
Detroit lnlernational Bridge Company stock, filed 
March 2&, 1979. 

Form 8 - Amendment No. 1 to Item 4 of Form 
8-K filed March 26, 1979 to include letter from 
former accountants. 

* Exhibits to the Annual. Report Form 10-K for• the year ended December 31, 1979. 
of Wesco Financial Corporation are not reproduced as a part of this attach
ment as an Exhibit to the Form 10-K Annual Report for the year ended 
December 29, 1979 of Berkshire Hathaway Inc. 

( 
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RErORTS OF INDEPENDENT ACCOUNTANTS 

To The Board of Directors. 
Wesco Financial Corporation 

In our opinion, the accompanying balance sheets and the related statemenls of 
income and retained earnings and changes in financial position, present fairly 
the financial position or Wesco Financial Corporation and its subsidiaries and 
Wesco Financial Corporation at December 31, 1979, and the results of their 
operations and the changes in their financial position for' the year, in conformity 
with generally accepted accounting principles applied on a basis consisleht with 
that of the preceding year. Our examination of these statements was made in 
accordance with generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing procedures as we 
consid.ered necessary in the circumstances. 

Our examination was made primarily for the purpose of forming an opinion on 
the financial statemenls taken as a whole. We also examined the schedules listed 
in the accompanying index under lfem 12 by similar auditing procedures. In our 
opinion, these schedules are staied fairly in all material respects in relation to the 
financial statements taken as a whole. 

~ a!a.ikiawu.. 9<- L?o. 
lJl,iu,. Wa 1;:;-: / · · ,, ~,~, 
Lo•; Angeles, California 
March 25, 1980 

The Board of Directors 
Wesco Financial Corporation: 

We have examined the balance sheets of Wesco Financial Corporation and 
Wesco Financial Corporation and subsidiaries as of December 31, 1978 and the 
related statements of income and retained earnings and changes in financial 
position for the year then ended. We have also examined schedules Ill and XVI for 
the year ended December 31, 1978. Our examination was made in accordance With 
generally accepled auditiijg slandards, and accordingly included such tests of the 
accounting records andisUch other auditing procedures as we considered neces
sary in the circumsiances. 

In our opinion, the aforementioned financial staiements present fairly the 
financial position of Wesco Financial Corporation and Wesco Financial Corporation 
and subsidiaries at December 31, 1978 and the results of their operations and the 
changes in their financial position for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year; and the supporting schedules, in our opinion, present fairly 
the information set forth therein . 

..l). ..... -In - .. • A. 1J;tJ.JLt Sa.. r.JJO.L, ,,~, . 

P.uit..,~~ ~t<$.. 
Los Angeles, California 
February 2, 1979 
Except as to Note 17 to lhe consolidated financial statements which is as of 
March 25, 1980. 
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,, 
Consolidated Bait1[7/Ee)?heet 

December 31; 1979 and 1978 
.• ) 

ASSETS ~ 
l 

""~:~:,;;. ;;;; . ;•,;;;,;,;;;,· ;,· ~,;~;;;;;~ 
Mun1~:~~e~b1i~~li6~~.- ~i · ~~~t: ·1~~~;~ci • :n·~.i.~i ·si.ii99;iiiiii i~ 

1979 and $7,453,000 in 1978) •.•.•.•••.•.•.•••.•..•. 
Investment in common and preferred Stocks, at cost (Note 4) . 
Loans receivable, net (Notes 5, 10 and 17) •••.•••••.•.••.• 
Interest and dividends receivable and other assets .•. , ...•. 
Real estate held for sale, net (Note 15) ••.••••.•••...••••• 
Investments re'quired by law: 

Investment in stock of Federal Home Loan Bank~ at cost 
(Note 10) •. ., .•.•••..•..•••..•••••.•...••..•. 

Prepayments to FSLIC secondary reserve ••.•..•.•••. 
Investment in affiliated company (Note 6) •••.• _ ••••...•... 
Premises and equipment, net (Notes 71 10 and 17) •.••..••. 

STEEL SERVICE: 
Cash and United States government obligations .•••..•.••• 
Accounts receivable •••..•.••.•••••• : .•.•.••..••...••.• 
Inventories (Note 8) ••.••••.•••.••.•.••••••••••.••••••• 
Property, plf1'- and equipment, net (Note 7) •••••.•.•••• -. .• 
Other assets--:<l •.••....•••••.•••.••..•••.••.•.•....... 

LIABILITIES AND STOCKHOLDERS' EQUITY 

FINANCIAL: 
Savings accounts (Notes 9 and 17) •••.•.••••••..•••••••• 
Notes payable (Note 10) •.•.•••••••••••••••••••.••..•.. 
Accounts payable and accrued expenses ••.••••....•..••• 
Taxes on income {Note 11) .•••••..•••.•••••••••..•••• , . 

STEEL SERVICE: 
Notes payable (Note 10) •••••••.•••.•••••.••..••..•••.• 
Accounts payable and accrued expenses •••.••.•••.•••.•• 
Taxes on income (Note 11) •••••.•••••••••••.•••••.••••• 

Total liabilities ............................... . 

Commi!mcnls and contingent liabilities (Notes 12and14) 

Stockholders' equity (Nole 13): 
Capital slack of $1 par value per share. Authorized 7,5001000 

shares; issued 7,119,807 shares •••••••• , •••••••••••• 
Capital surplus arising from stock dividends •••••••••••••• 
Retained earnings - substanlially restricted ..••••••••••••• 

Total stockholders' equity ••••••••..••••••••..•• 

See accompanying notes to consolidated financial statements. 

IS 

$ 2,316 

51,246 

6,670 
82,869 

477,597 
5,069 
1,824 

4,489 
3,963 
5,076 
5,175 

646,294 

$646,294 

$488,328 
59,297 

• 2,930 
. 8,270 

558,825 

558,825 

7,120 
23,319' 
57,030 
87,469 

$646,294 



(' 

Consolidated Statement of lncon7e and Retained Earnings 
Years ended December 31, 1979and1978 

FINANCIAL: 
Revenues: 

Interest on loans •...••••.••.•.••.••••••••...•••.. 
Loan fees and Service charges ••••••.••••••.••• : .•• 
Interest on short-term bank and niunitlpal obligaiions •• 
Dividends on common and preferred stocks ••••.. · .•••• 
Interest and dividends on investme_nts required by raw •• 
Net losses on sales bf marketable securities •.•.•••••• 
Equily In earnings of afflliale (Note 6) ••..••••.. , ••••• 
Income from real estate held fo_r sale {Note 15) •.••.••• 
other income, net (Note .6) ••.•••.•..•••.••.•. : ..••• 

Expenses: 

Interest on savings accounts .•.•.•...•••••••••••••• 
Interest on notes payable ••.•••.•••••.•••••.•.••••. 
General and administrative •.•.••••••.•••••.•••.•.•• 

Income before provision for income taxes -
Financial ............................ . 

Pr.ovision ior income taxes (Note 11) ...................... . 
!L- Net ihcome - Financial .•••••..••••.•.•..•• 

!/ STEEL SERVICE (Note 3): 
/, _

1
/: 

1
· Revenues: 

!) ' ~r ', :' ,_, Sales ••••••••.••••••.....••••..••.••••••••.••••• 
· ;;·;·.· ~ - - _ . .,:' Other •.•••.••.•••..•••••...•• • • . • · · • · • • • • • • • · • · • 

Costs and expenses: 
Cost of sales ••••••••.•••••.•••..••.•• ; .••.•••.•••• 

.., -,, Selling, general and administrative .................. . 

Income before_ provision for income taxes -
Steel Service ••..•.•••••.•••.•..••••• 

Provision for income taxes (Note 11) •••••.•••••••...•.••• 
Net income - Steel Service • -..•.••••...• _ •. 

CONSOLIDATED NET INCOME •••.••••..•••.••.••••.•••••• 
Retained earnings - beginning of year ••••••.••.••••••••. 
Cash dividends declared and paid •••••..•.••..•••.••.••. 
Retained earnings - end of year •••••••••••• · •.•.•••••••. 

• 

Net income per share based on 7,119,807 shares •• 

Cash dividends per share based on 7,119,807 sha~es 

See accompanying notes to consolidated financial slalcn1cnts. 
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$ 34,446 
1,808 
6,913 
5,694 

533 
153) 
324 
848 
606 

51,019 

31,038 
2,722 

'5,592 
39,352 

11,667 

3,186 
8,481 

8,481 
50,970 
(2,421) 

$ 57,030 

$ 1.19 

$ .34 



Consolidated Statement of Changes in Financial Position 

Years ended December 31, 1979 and 1978 

Sources (uses) of cash Including short-term bank obligations, from 
operations. 

FINANCIAL: 
Net income· ••••••••••••.•••.••••••••••••••.•••••• 
Add (deduct): 

Depreciation and amortization .................. . 
Interest expense credited to savings accounts .••• 
Deferred Income taxes .•••••.•••••••••.••.•••• 
Recognition Of unrealized profit on real property ••• 
Other, net .•••••••••••••.••.•••••••••••••••••• 

Cash provided from financial operations ••••••.•.•••••• 

Other sources of cash: 
Principal payments on real estate loans .••••••••• 
Proceeds frotn borrowings ••••••••••••••.••.••• 
Increase in savirigs accounts •••.•••••••••••••••. 
Net sale of GNMA mortgage-backed certificates ••. 
Proceeds from sale o! affiliate, net of gain {Note 6) •• 

Other uses of cash: 
Real estate loan disbursements .•..••••••.••••.• 
Purchase Of participation loans ••••••.•••••••••• 
Increase Jn loans on savin'gs accounts •••••••..•• 
Increase in Stock of Federal Home· loan Bank ••••• 
Decrease in savings a"ccounts ••.••••••..•••.••• 
Increase In common and preferred stocks •••.•••• 
Repayment of borrowings •.••.••••• _ ••••••••••• 
Cash dividends declared and paid ••••••.•..•••••• 
Other, net •••••••••••.•.•..••••••••..••..•••• 

STEEL SERVICE: 
Net Income •••••••••.••••••••••••..••••.• ~ •.••••• 
Add: 

Depreciation and amortization ••.•••••••••.••.••• 
Deierred income taxes •••• -..................... . 

Cash provided from steel service operations .......... . 
Other sources of cash: 

Indebtedness assumed at acquisition .•••.•.•••••• 
lncre!ase in accounts payable. and accrued ex

penses, $1,938 at acquisition .••••..•••••••• 
Increase in income taxes, $1,066 at acquisition •.•• 

Other uses of cash: 
Increase in property, plant and equipment, net 

$4,071 at acquisition .••••••.•••••••••••••• 
Increase in accounts receivable, $5,650 at acquisi-

tion ••••.••••••••••.••••..••••.•••••.••. 
Increase in iilventcries, $51344 at acquisition ••.••• 
Increase in other assets, $349 al acquisition ••••••• 
Repayment of borrowings ........................ . 

Consolidated decrease in cash including short-term bank 
obligations .................................. . 

See accompanying notes to consolidated financial statements. 
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·~--·~·. 4,821 
!5 :.:<'t;- ~- '.,.' 

$ 8,481 

511 
24,054 

197 
( 890) 

196 
32,549 

64,980 
31,467 

4,366 

133,362 

142,524 

5,408 
1,152 

24,733 

2,421 
854 

177,092 

$ 43,730 



Notes to Consolidated Financial Statements 
December 31, 1979and1978 

(1) Basis of Pres~ntation and Summary of Significant 
Accounting Policies 

Basis of Presentation 
The consolidated financial statements of Wesco 

Financial Corporation (the Company) have been 
separately classified between, the Company's two 
business segments of financial and steel service. 
Blue Chip Stamps owns 80.1 "lo of the outstanding 
capital shares of the Company. All material inter
company transactions have been eliminated. 

Summary of Significant Accounting Policies 
The following accounting policies comprise the 

items unique to financial and to steel service and 
the policies common to both. 

FINANCIAL 
Principles of Consolidation and Description of 

Business 
The financial segment of the consolidated fi

nancial statements 'includes the accounts of 
Wesco Financial Corporation and its wholly
owned subsidiaries, WSC Insurance Agency, 
and Mutual Savings and Loan Association 
(Mutual Savjngs) together with its wholly 
owned subsidiary. Operations of Mutual Sav
ings consist primarily of accepting savings ac
counts from the general public and reinvesting 
such funds in loans secured by first liens on 
residential and other real estate and in market
able securities. 

'Jn addition, Wesco invests in marketable com
mon an.!;! preferred stocks of unaffiliated com
panies and,.owns a business block in Pasadena 
which incltides the building in which its head
quarters are located. 

Short-Term Bank Obligations and . 
Marketable Securities 
Short-term bank obligations, including certifi

cates of deposit, bankers' acceptances and 
other bank obligations are carried at identified 
cost as adjusted for amortization of premium 
and accretion of discount. 

Municipal obligations are also carried at identi
fied cost as adjusted for amortization of pre
mium and accretion of discounts. 

Common and preferred stocks are carried at 
identified cost. See Note 4 for discussion of 
marketable equity securities. 

Loan Fees 
Loan fees for originating loans are deferred for 

amounts in excess of 1 % of the loan amount 
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plus $200 for nonconstruction loans and 2% 
of the loan amount plus $200 for construction 
loans. Deferred fees are amortized into in
come by use of the. straight-line method over 
seven years. 

Loan and Real Property Valuation Allowances 
Valuation allowances for estimated losses on 

y="specific loans and real property are charged 
,f~to income when any significant and perm-

(

' an.en. t dec.l.ine redu. ces the net realizable value 
of the underlying security to less than the loan 
or the carrying value of real property owned. 
Such losses on loans are usually indicated 

~ during foreclosure proceedings. 
The Company considers future direct holding 

costs for maintenance, property laxes, insur
ance, direct selling expenses, costs of comple
tion or improvement and a discount factor to 
give effect to the cost of money in determin
ing the net amount of required valuation 
a II owa nces. · 

Premises and Equipment 
Premises and equipment are depreciated on the 

straight-line method over the estimated useful 
lives of the various classes of assets. The useful 
lives used for the principal classes of assets are: 

Buildings and improvements 10 to 45 years 
Furniture~ fixtures and equipment 4 to 10 years 
Leasehold improvements 3 to 25 years 

Restricted Retained Earnings 
Restricted retained (;'arnings represent accumu

lated income of Mutual Savings which have 
been appropriated on an accrual basis for pos
sible future losses in accordance with the more 
restrictive of Federal income tax requirements 
or savings and loan regulations. (See Note 13). 

Profit on the Sale of Real Property 
Profit on the sale of real property is recognized 

when the buyr ' 1s made a commitment to 
the sale and has met certain down payment 
and amortization requirements. In general, the 
down payment requirements range from 5% 
to 25% for improved property and from 15% 
to 30% for unimproved property based on the 
use of the property and cash flow projections. 
Amortization requirements include the pay
ment on an annual level payment basis (prin
cipal and interest) over a period not to exceed 
from 15 to 30 years, depending on the type 
and use of the property, with payments com
mencing not later than one year from date of 
sal& • 



Reclassifications 
Certain items iri the 1978 financial statements 

have been reclassified to conform to the 1979 
presentation. 

STEEL SERVICE 

Principles of Consolidation and Description of 
Business , 
The steel service segment of the consolidated 

financial statements includes, the ac~ounts of 
Precision St~e~ "'.'arehouse, Inc. and its wholly 
owned subs1d1anes, Precision Brand Products, 
Inc., DuPage Manufacturing.Co. and Precision 
Steel Warehouse, Inc. - Charlotte Service Cen
ter. All investments in common stock and the 
related dividend income have been classified 
in th_e financial segment. Steel service is pre
dominantly engaged in processing cold rolled 
metals, principally specially steels, to customer 
order specifications; it also manufactures and 
distributes packaged tool room specialty prod
ucts and hose clamps. 

Inventories 
Inventories are valued at ihe lower of cost (last

in, first-out method) or market. Market is con
sidered to be net realizable value. 

Properly,, Plant and Equipment 
Steel service properties and equipment are de

preciated on the straight-line method for 
mac_hinery and equipment other than building 
equipment and on the declining-balance 
method for other depreciable assets. The 
useful lives used for the principal classes of 
assets are as follows: 

land improvements 
Buildings and improvements 
Machinery and equipment 

FINANCIAL AND STEEL SERVICE 

Properties, Plant and Equipment 

10 to 20 years 
5 to 40 years 
5 to 10 years 

Mai~tenance and repairs are charged to appro
priate expense accounts in the year incurred; 
renewals and material betlerments are added 
to the property account balances. Cost and 
accumulated depreciation and amortization 
applicable lo assets retired or otherwise dis
posed of are eliminated from the related ac
counts and the profit or.loss on disposition is 
credited or charged to income. 

~~ 

Income Taxes 
Beginning in 1977, the Company and its subsidi

aries have been included in the consolidated 
Federal income tax return of Blue Chip Stamps. 

-,;=,The provision for Federal income tax has been 
~~- ''\computed on the separate results of operations 

'l?f the Company and its subsidiaries as if it 
fi\led a separate consolidated return. The 
~ompany a!so remits to Blue Chip Stamps the 
·~mount of income taxes which would be cur
\\u~tly payable if i_t were filing a separate ~on-
sol1dated Federal income tax return. , 

If certain conditions are met, savings and loan 
associations, in determining taxable income, 
are allowed special bad debt deductions based 
on specified experience formulas or on a 
percentage of taxable income before such 
deduction. The bad debt deducti~n must be 
within certain limitations based on outstand
ing loans and the ratio of reserves and un
divided profits to sa(ngs accounts. Mutual 
Savings reached such lfmitations in 1968, and 
a, bail debt deduction for financial statement 
purpihses has not been available since that 
time! 

Investment tax credits, which are not material 
are recognized as the tax benefits are realized'. 

~ 

(2) Parent Company Financial Information 
(Wesco Financial Corporation) 
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BALANCE SHEET 

December 31, 1979and1973 

ASSETS 

1979 1978 

rthousandsoJ dollars) 

Ca_sh (including savings accounts ·with 
Mutual Savings) •••••••••.••.••••••• $ 1,650 $ 1,801 

Investment in common stocks, at cost 
(quoted market, $49,561,QOO in 1979 
and $24,837,000 in 1978) • , . , •••••••• 

Investment in preferred slocks, at cost 
(quoted·market, $1,702,000in1979 and 
$381,000 in 1978) ................ .. 

Real cstalc l:>ans receivable ..•.•....•.. 

Interest and dividends receivable and 
other assets ...................... ; . 

lnC:onic taxes re(Undable ..•.. , •.... , ... 

Advances lo Steel Scr:v.ice ....••.••••.... 

Investments in subsidiaries and, in 1978, 
affiliated co_mpany, al cquily (Note 6} • 

Office properties and equipment, net 
(Noles 7 and 10) ••••••••• ,. •••••••• 

38,441 

2,011 

600 

824 

387 

4,200 

75,492 

3,576 

$127,181 

23,198 

409 

602 

544 

91 

63,284 

3,771 

s 93,700 



l 

UABIUTl~S AND STOCKHOLDERS' EQUITY 

1979 1978 

(Thousands of dollars) 
Noles poyable (Nole10) ••.•.••.•••• ., • $ 30,384 $ 5,428 
Accounts pa)«tble and accrued c)Spcnses . 893 784 
Taxes on income 

Current .•.••.•.•.....• -:-~ . ...••.... 

Deferred •..•..•••.....•....••..•. ---
5 

14 

Total liabilities . . . . . . . . . . . . . . . . 31,277 6,231 

Commitments and contingent liabilities 
{Notes.12 and 14) 

51ockholders' equity (Nole 13): 
Capital stock of $1 par value per share. 

Authorized 7,500,000 shares; issued 
7,119,807 shares . . .. . . . . . . . ... . . . . 7,120 

Capital .surplus arising from stock divi-
dends • . • • • • • • • • • • • • • • • • .. . • . • • • 23,319 

Reta~ned earni~_gs - substantial!}' re-
stricted .... · .. ~:-: . . . . . . . . . . . . . . . . . . 65,465 

Total stockh~~e~: equity ....... ~5,904 
-- - $127,181 

23,319 

57,030 

87,469 

$ 93,700 

STATEMENT OF INCOME AND RETAINED EARNINGS 

Years Ended December 31, 1979and1978 

1979 1978 

(Thousands of dollars) 

Revenues: 
Dividends from consolidated subsidi-

aries .••....•......••.••......•. $ 8,400 $ 7,000 

Dividends on common and prefe'fred 
stocks ......................... . 

Rent.~1 of pffice prcmisest net •. -.• -... . 

Dlvi<Jends from affiliate (Note 6) .•. , . 
ln,er,est on savings accounts in Mulual 

;Savings .......................... . 
Gain .. On sale of affiliate (Note 6) ..... . 
loss on safc,.of other marketable secur-

ities ........................... . 
Other, net ....•................... 

Expen$.es: 
lntcl\est on notes payable •...••.••••. 
Gcn'eral a,1d adn1ini'strative .•.•...•. .-

---

2,519 
471 

1,000 
491 
520 

297 

93 

9,401 

507 
434 

2,990 941 

Income before items sho\Vfl bclo\v • 
Provision (benl!fil} for lncome lti:xes .••. 
Equity in undistributed_ earnings o( sub· 

.Sidiaric.s and affiliate: 

9,547 
( 320) 

Subsidiaries ...•... ~..... . . . .. .. . .. . 1,202 
Affiliate .. . . • . • • • • • • • • • • • • • . .. .. 71 ---

Net ir\~ome . .•. . .. . . . . .. ... ... 11,140 

Retained earnlngs-beginnil"!S of year.. 57,030 
Cash dividends declared and paid • • • • • • (2,705) 

Retained earnings - end of year ....... S 65,465 

3,160 
139 

356 
196) 

8,481 

50,970 
(i,421) 

s 57,030 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
;---.'---

-· -,~\.... 
OcceCnbcr 31r 1979and1978 

1979 1978 

(Thousands of dollars) 

Sources (uses) of cash from operations: 

Net income ....................... $ 11,140 $ 8,481 

Add (deduct): 
234 291 Depreciation and amortization ... 

Undistributed earnings of subsid-
iary and affiliate ............ . 

Other, net ................... . 

Cash provided fro_m operations, .. 

(1,273) 160) 

( 11) -'---7) 

10,090 8,605 

Other sources of cash: 

Proceeds from borro\vings 25,000 

Prot:eeds fron1 sale of affiliate, net of 
gain (Nole 6) . •• • • • .. • • • • • • • • • . • • 5,147 

40,237 8,605 

Other uses of cash: 
Purchase of Preclsion Steel . . . . . . . . . . 15,082 

Advance to Precision Steel . . . . . . . . . . 4,200 

Capital contribution to Precision Steel . 1,000 

Increase in investments in marketable 
securities ....................... . 

Cash dividends declared_ afid paid .... 

Other, net .............•.......... 

16,845 

2,705 

556 

---

(3) Acquisition of Precision Steel Warehouse, Inc. 

15,094 

2,421 

869 

Effec!iv1~ February 28, 1979, Wesco purchased the 
business and assets of Precision Steel Warehouse, 
Inc. and subsidiaries for $15,082,000 in cash and 
the assurpption of the liabilities of Precision Steel. 
The transaction has been accounted for as a pur
ch.ase. Assets acquired totaled $18,439,000, includ
ing $14,368,000' of current assets and $4,071,000 
of propeti[y, plant and equipment. Liabilities as
sumed ti;:ifoled s:;.,357,000, including current liabili
ties of S~,000,00(). These amounts approximate the 
historic;i[ book values at F~~bruary 28, 1979 as 
recorded by Precision Steel. The accompanying 
consolidnted and parent company only statements 
of income for !he year ended December 31, 1979 
include the net income of Precision Slee! since the 
date of acquisition . 

The following data present unaudited pro forma 
combined income data of Wesco and Precision 
Slee! for 1979 and 1978 as if Wesco had owned 
Precision Steel throughout such periods. Pro 
forma adjustments include additional financing 
costs net of applicable tax benefits. 



1979 1978 
(Thousands of dollars, 

except per share 
amounts} 

Total revenues ....................... $107,826 S 91,483 

Total costs and .expenses ....•.....•... S 92,295 $ 77,552 

Net income ......................... $ 11,348 S 9,689 

Pro fonna net income per share ....... " S 1.59 S 1.36 

Actual net income per share ........... $ 1.56 $ 1.19 

The results of operations for Wesco for its fiscal year 
ended December 31, 1978 and for Precision Steel 
for its fiscal year ended June 30, 1978 have been 
combined for purposes of the pro forma presenta
tion for the fiscal year ended 1978. 

The above data is not necessarily indicative of what 
may be expected in the future. 

(4) Investment in Common and Preferred Stocks 
The investment in cc~mmon. a.nd preferred stocks is 

comprised of the rd lowing: 
I 1919 1978 I --{Thousands of dollar5f"'" 
Cost Market Cost Market 

Common stocks ..• S 61,317 S 75,830 S 54,060 s"""Sii;56J 
Preferred stocks • . • 32,636 , 28,814 28,609 28,380 

s 93,953 51,04,&44 s !12,869 s 86,943 

At December 31, 1979 and 1978 all common stocks 
and certain preferred slocks amounting lo $15,329,-
000 and $13,978,000, respectively, are considered 
"marketable equity securities". 

At December31, 1979 there was a net unrealized gain 
on "marketable equity securities" of $11,457,000 
including gross unrealized gains of $14,512,000 and 
gross unrealized losses of $3,055,000. 

In January 1980, the Company sold its .$15,206,000 
investment .in Federal National Mortgage Associa
tion common stock at a gain before income taxes 
of $1,439,000. At March 17, 1980 the Company had 
a net unrealized loss on its "marketable equity 
securities" of approximately $370,000. 

(5) loan,<" Receivable 
loan5 reteivable are summarized as follows: 

1979 1978 
(Th0li53nds of clollarsl 

Real Cstale .loans on rcsidenlial property 
of: 

One to four units (home loans) •... $396,918 
~Ao re than four units ••.. _ .• . . . . . . 69,646 
Other properties . . . . • . • . . . . . . . . . . 15.430 

less: 
Une.-irned loan fees ..•.• ' ... _.~ •.••.•. 
Unrealized prorit on sales of real prop-

erty .............................. . 
UodisbUrsed loan funds ............... . 

481,994 

465) 

115) 
845) 

480,569 
loans on savings accounts . . .. . . . . . . . . . . 25,655 

$506,224 

5376,151 
78,206 
17,661 

472.038 

( 513) 

( 457) 
{5,989) 

465,079 
12,518 

$477,597 

Included above are: 
loans to facilitate sales of real estate 

acquired in seltlcmenl of loans .... S === 
"Sia\~' loans" (esscnti'ally 90 days or 

mdrc delinquent) ..... -:,:_, .......•. ;S=~ 

1,341 

703 

1,105 loans al variable interest rales ....... S 
== 

FHA insured and VA partially guaran-
teed •..•.•.•••••••••..•.•.. • · · . ~$=~=' 

Averase interest rate at December 31 . === 
1,811 

8.98°/o 

$ 1,466 

s 338 

$ 

$ 2,201 
. 

8.49o/o 

(6) Investment in Affiliate 
Al December 31, 1978, the Company had a 2"1.6% 

investment in the common stock of Detroit Inter
national Bridge Company. The investment was 
accounled for under the equity method. On March 
12, 1979, all the common stock of Detroit Inter
national Bridge Company owned by the Company, 
was sold to an unaffiliated party. The Company 
realized a gain on sale of $1,424,000, which has 
been included in "other income, net" in the ac
companying consolidated statement of income for 
the year ended December 31, 1979. Taxes on the 
gain were approximalel)' $440,000. 

(7) Proper!)', Plant and Equipment, Net 

21 

Property, planl and equipment, at cost, l~ss accumu
lated depredation and amortization cl.insist of the 
following: 

1
' 

1979 1978 

(Thousands of dollars) 

Parent Company: 
land ..•••.•• , .. ·····-·········· .• S 1,386 S 1,386 
Office buildings and leasehold im-

provements . . . . . . . . . . . . . . . . . . . . . 5,350 5,344 
Furniture, fixtures and equipment . . . . 13 6 

6,749 6.736 
An:umulalcd depreciation and amorti-

zation ····-··-····-····-········ (3,173) (2,965) 

s 3,576 $ 3,i71 

Consolidated: •" 
FINANCIAL; 

land -·· ••••..•...•..•......•... $ "1,727 S 1,654 
Office buildings and leasehold im-

provt'ments ..... _.,. .. • . . . . . . . 7,813 6,568 
Furniture, fixtures and equipment . . 1,483 1,317 

11,023 9,539 
Accumufaled depreciation and amor-

tization .......•... _.. . • . . . . . . . . (4,768) (4,364) 

s 6,255 s 5,175 

STEEL SERVICE: 
land ...•........•..... , .•....... $ 372 s 

1,695 
2,739 
4,806 

Building and improvements ...... . 
.'l.~achinery and equipment ....... . 

Accumulated depreciation 11nd amor-
lizalion • . • . . . . . . . . . . . . . . . . • . . . ( 396) --- ---s 4,410 $ == 



' 

I 

. ' 

: 
i 

'' 

,, 

Financial depreciation and amortization expense and 
capital expenditures for 1979 amounted to $432,000 
and $1,507,000, respectively, and for 1978 amount
ed to $433,000 and $229,000, respectively. Steel 
Service depreciation and amortization expense and 
capital expenditures for1979 amounted ~o $398,000 
and $750,000, respectively. 

(8) Inventories 

Inventories (relating to Precision Steel) used in com
puting cost of sales were as follows: 

February 28, 1979 
December 31, 1979 

$5,344,000 
$6,082,000 

If the first-in, first-out method of determining in
ventory cost· had been used by, Precision Steel, 
inventories would have•'been higher by $4,182,000 
at December31, 1979. 

(9) Savings Accounts 

Savings account balances at December 31 are sum
marized as follows: 

Staled Rale 

Passbook 51/•·51ho/11 
Bonus S'/2 

51/4 
6 

Certificates 53/.-
6 
6¥2 
63/.4 
7 
7'h 
7l/4 
8 

,\\oncy i\\arkct 
Certificates 7Ys-10l/_. 
$100,000 ~\inimum 
Certificates 

MATURITY 
No maturity 
\Vlthin one year 
1-2 years 
2-3 years 
3-4 years 
4-5 years 
Over 5 years 

7'/2-121/4 

1979 % 1978 % 
(Thousands of dollars) 

$120,827 24 

4,821 1 
384 

5,205 1 

889 
5,295 1 

18,541 4 
8,516 2 

373 
90,081 18 
72,032 14 
15,472 3 

156,646 30 

15,035 3 

382,88(?5 
$508,912 100 

5126,911 25 
215,909 42 
50,117 10 
48,511 10 
38,104 7 
17,075 4 
12,285 2 

$508,912 100 

$142,256 29 

1,520 
B,390 2 

649 

10,559 2 

2,005 
7,491 2 

44,126 9 
12,403 3 

421 
116,170 24 

79,952 16 
12,955 3 

55,259 11 

4,731 1 

335,513 69 
5488,328 100 

5155,411 32 
136,772 28 

30,053 6 
52,978 11 
52,459 11 
32,047 6 
28,608 6 

$488,328 100 

The average interest rate was 8.12% at December 31, 
1979 and 6.88% at December31, 1976. This average 
interest rate is based upon stated interest rates 
without giving consideration to daily compounding 
of interest or forfeiture of interest because of pre
mature \vithdrawals. 
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The weighted average stated rate of interest for the 
year was 7.40% in 1979 and 6.57% in 1978. The 
average balance outstanding based upon beginning 
and month-end balances used in this calculation 
was $508,994,000 in 1979 and $477,230,000 in 1978. 

(10) Notes Payable 
The following is a summary of notes payable: 

1979 

Parent Consoli-
Company dated 

(Thousands of. dollars) 
FINANCIAL: 

Federal Home loan Bank advances ... $ 
Notes payable, secured by main office 

land, buildi_ngs and assignment of 

s 48,626 

5,384 leases, \vith interest al 9.25°/o . . . . . . $,384 
Notes payable, due 1991 \Vilh interest 

at 101/s 0/o payable June 15 and 
December 15 . . . . . . . . . . . . . . . . . . . . 25,000 25,000 

s 79,010 

STEEL SERVICE: 
Noles payable, secured by certain land 

and buildings, \.Vilh interest atS.So/o . 

FINANCIAL: -

s 30,384 

s 307 

1978 

Parent Consoli-
Compan~ dated 

{Thousands or dollars) 

Federal Home loan Bank advances ... $ 
Notes payable, secured by main office 

land, buildings and assignment of 

s 53,8&9 

5,428 
$ 59,297 

leases, \vith inlercsl at 9.25o/o . . . . . . 5,428 

Notes payable mature as follows: 

1980 
1981 
1982 
1983 

1·11984 
· Thercaflcr 

s 5,428 

Parent Conso1i-
Company dated 
(Thousands of dollars) 
$ 47 s 5,348 

51 5,357 
5& 15,849 
62 21,108 
68 1,522 

30,100 30,133 
$ 30,384 s 79,317 

FederalHome Loan Bank advances are secured by the 
investment in the stock of the Federal Home Loan 
Bank and by pledges of .certain real estate loans 
amounting to $65,771,000 in 1979 and $73,453,000 
in 1978. At December 31, 1979 interest rates on 
outstanding advances range from 7.5% to 9.5%. 
Average FHLB advances, based upon month-end 
balances were $51,540,000 and $26,304,000, and the 
approximate weighted average interest rates were 
6.9% and il.4% for the years ended December 31, 
1979 and 1976, respectively. Additionally, the max
imum advances outstanding at any month-end were 
$53,869,000 for both 1979 and 1978, respectively. 
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The 10'/e % Notes indenture agreement has certain 
covenants which restrict funded debt, dividends, 
liens, etc. The Company is in compliance with the 
covenants. 

(11) Taxes on Income 

• 

The consolidated statement of income contains pro
visions for income taxes as follows: 

1979 1978 
(Thousands of dollars} 

Financial ........................... S 2,454 $ 3,186 
Steel Service . . . . . . . . . . . . . . . . . . . . . . . . 1,547 

Total provision for i_ncotne taxes .. $ 4,001 S 3,186 

The prov1s1on for income taxes is summarized as 
follows: 

1979 1978 
(Thousands of dollars) 

Current tax expense: 
Federal ......•......• ., .•••....... $ 2,945 $ 1,739 
State . . .. . .. .. . . . . . .. . . . . . . . . . . . .. 1,533 1,250 

4,478 2,989 
Deferred tax expense: 

Federal .••.•...•.•..•••.•.••..••••. 
State ..•.........•....••.•.•.•. •. • 

( 318) 
( 159) 
( 477) 

141 
56 

197 
s 4,001 s 3,186 
=: 

Deferred tax expense results from timing °differences 
in the recognition of revenue and expense for tax 
and financial statement purposes. Sources of tirning 
differences resulting in (increase) or decrease to 
taxable income are as follows: 

1979 1978 
(fhousandsof dollars) 

Different method for recognition of loan 
fees and discounts on GNi\1A mort-
gage-backed certificates ............ S 

Cash method used for tax purposes _ .. - . 
Other timing differences ............. . 

299 
85) 
17) 

$ 477) $ 197 

Deferred income tax included in the accompanying 
.consolidated balance sheet arnounted to $7,070,000 
and $7,547,000 at December 31, 1979 and 1976, 
respectively. 

Following is a reconciliation between the Federal 
statutory income tax rate and the effective income 
tax rate: 

1979 
S1a1utory Federal income tax rate ......• 46.0°/c. 
Increase (decrease) in lax rate resulting 

from: 
Dividends received dcduC:lioii on 

common and preferred slack ..... (18.3) 
Ner gains on sales of forcclosecj real 

property •.••...•.•...••• : • . , .. ( 2.1) 
S1a1e- franchise taxt net of Federal in~ 

come tax benefit .. ~.. . . . . . . . . . . 4.9 
Effect of capital gain and loss rate ... ( 2.1) 
Other differences •..•.••.•...•••. ( 2.0) 

' --Effcclive incon1e tax rate ._ _ .........•.. 26.4°/o 

1978 
48.0°/o 

(21.0) 

( 3.6) 

5.8 
.2 

( 2.1) 

,. 
\\ 

The Company's federal income tax returns through 
1976 have been examined by and settled with the 
Internal Revenue Service. 

(12) Commitments and Conlingcnl Liabilities 

The Company and its subsidiaries are defendants in 
litigation arising in the normal course of business. 
In the opinion of management, such litigation will 
not have a material effect on the financial position 
or results of operations of the Company. 

The Company and its subsidiaries have future mini
mum rental payments under noncancellable oper
ating leases aggregating $2,610,000 as of December 
31, 1979. The rentals are payable as follows: 1960 -
$380,000; 1981 - $346,000; 1982 - $321,000; 1963 
-$317,000; 1984-'$317,000; and $929,000 there
after. Rental expense amounted to $398,000 and 
$203,000 for 1979 and 1976, respectively. 

(13) Retained Earnings 
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The Federal Savings and loan Insurance Corporation 
in connection with the insurance of savings ac
counts, requires savings and loan associations to 
maintain certain reserves which may be used only 
for the purpose of absorbing losses:, In addition, 
associations must maintain certain reserves under 
California Jaw. Such reserve requirements, which 
amounted to $34,496,000 at December 31, 1979, 
represent a restriction of retained earnings. These 
reserves are not related to amouhts of losses 
actually anticipated and have not been charged 
against income. A summary of retained earnings 
follows: 

s:atutory reserve ............................. S 34,498 

Retained earnings available for cash dividends: 
Subject to Federal income taxes .... _ ........ . 
Not subject to Federal income taxes . _ ........ . 

16,544 
14,423 

30,967 

Retained earnings December 31 1 1979 .........•. $ GS,465 

Provision for Federal income taxes has not been made 
on the retained earnings restricted by FSLIC regula
tions of $34,496,000 nor on an additional amount of 
retained earnings of $16,544,000. lf in the future 
such amounts are used for any purpose other than 
to absorb loan losses, including distributions in 
liquidation, the amounts used will be subject to 
Federal income tax at the then applicable rates. Due 
to differences in methods of reporting results of 
operations for tax return and financial statement 
purposes, the amount of dividends that the Com
pany can currently pay (tax basis) is significantly 
lower than the financial statement amount. 
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(1.J) Retirement Plan 

FINANCIAL: 

A noncontributory retirement plan is in effect for all 
eligible employees of the Company and its sub" 
sidiaries. Eligibility is based on age and certain 
minimum working hour requiremenls. Employer 
contributions are computed uiilizing the aggre
gale cost funding melhod. The Company's policy 
is to fund pension costs accrued. There are no 
unfunded prior service cosls. Pension costs for 
1979 and 1978 amounted lo $98,000 and 
$123,000,, respectively. Pension fund assets ex
ceeded the actuarially computed value of vested 
benefits. 

STEEL SERVICE: 

Precision Stec], and its subsidiaries contribute to pen
sion plaHs CQ~ering substantially all employees. 
Precision Steel''\flministers two plans, one cov"er
ing nonunion salaried employees, and the other 
covering C!CrtairVJhourly ur.;on employees. Con
tributions are,'1150 made to two multi-employer 
union-administered pension plans. 

Contributions for Precision Steel-administered pen
sion plans are deter'inined annually on the basis 
of independent actuarial calculations and include 
normal costs for both plans and amortization of 
prior service costs over 34 years for lhe salaried 
plan. Unfunded prior service costs were approxi
mately $290,000 at December 31, 1979. The 
hourly plan is fully funded. Contributions to the 
union-administered plans are based on negoti
ated hourly rates. Precision Steel's policy is to 
fund costs accrued. Funded assets of all Precision 
Steel-administered plans exceed the value of 
aduarially computed vested benefits. Pension 
costs for the ten months ended December 31, 
1979 amounted to 580,000. 

(15) Real Estate Held for Sale 

Real estate, held for sale represents properties acquired 
through foreclosure by Mutual Savings net of 
allowance for losses of $192,000 in 1979 and 1978. 

Income from real estate held for sale is: 

1979 1978 

<Thousands or dollars) 
Net gains from sales ..•........ ~ ..•... S 721 $ 896 
Income from rcnlals . . • . • • • . •• • . • . • . • • 51 19 

n2 915 
less maintenance and sales expense . . . . 61} { 67) 

$ 711 s 848 
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(16) Quarlcrly lnfo,malion (Unaudited) 
'• 

Unaudited 'quarterly information for the years ended 
December 31, 1979 and 1978 are as follows: 

Mar~31, Jun.30, Sept.30, Dec.31, 
1979 1979 1979 1979 

(Thouands of_doilars) 
Financial revenues • $15,819 $14,928 $14,938 S16,472 
Interest on savings 

accounts •.... ~ •. 8,698 9,112 9,153 10,065 
Steel Service rcve· 

nu es ........... 5,107 11,606 11,367 9,803 
Cost of sales ....... 4,103 9,262 9,224 7,750 
Net income .•••.•• 3,296 2,569 2,415 2,860 

Net income per 
share. based on _, 

7,119,807shares ... .46 .36 .34 .40 

Mar.31, Jun.30, Sept.30, Dec.31, 
1978 1978 1978 1978 

(Thouands or doltars) 

Financial revenues • $11,565 $12,923 $12,404 $14,127 

Interest on savings 
accounts ........ 7,537 7,619 7,850 8,032 

Net income ....... 1,520 2,613 1,746 2,602 
Net income per 

share based on 
7,119,807 shares .. .21 .37 .25 .36 

(17) Subsequent Event 

,, On March 25, 1980, Mutual Savings (Mutual) executed 
a contract with another savings and loan association 
(the Association) which provides for the sale of 

, Mutual's savings and loan business at all branches 
(15), Mutual will continue its savings and loan 
business al its headquarters' office and a satellite 
office to be opened in 1980 across the street from 
the headquarters' office. Under the terms of the 
contract, Mutual will sell all premises and equip
ment at the branches (approximate net book value 
of $2,500,000 at December 31, 1979), and transfer 
net savings accounts at the branches (approximately 
5300,000,000) and mortgage loans with a book 
value of an equal amount. The Association will 
pay Mutual $8,086,000 for the branch facilities, 
resulting in an approximate gain before income 
taxes and expenses of sale of $5,500,000. The trans
action will result in the payment of approximately 
$2,000,000 in income taxes on the gain. In addition, 
$4,800,000 of the recorded deferred income tax 
liability will become currently payable. The con
tract provides that the mortgage loans transferred 
will have an average yield of 10% and it is antici
pated that the loans retained by Mutual will have 
an average yield of approximately 7.4%. 

The sale is contingent upon receipt of regulatory 
approvals. 
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WESCO FINANCIAL CORPORATION 

INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES AND (>THER PERSONS 

COLUMN A COLUMN B 

BALANCE AT BEGINNING OF PERIOD 

NAME OF ISSUER AND Number of Shares Amount in Dollars 
OESCRf PTION OF INVESTMENT or Units. 

·princial Amount 
of Bon s and Noles 

Mutual Savings and Loan 
Association! 

Guarantee stock of $100 
par value·: 

1979 .............. ~(') s 58,146,000 

1978 ........... ': .. 600(') $ 57,433,000 

WSC Insurance Agenc)' 
Capllal stock of 

$1 par value: 
1979 ·············· 10,000(') $ 62,000 

" 1978 .............. 10,000(1) $ 419,000 

Detroit International Bridge 
Company 

$1 par value: 
1979 ............... 273,780(') $ 5,076,000 

1978 .............. 272,908(') $ 5,330,000' 

Precision Steel Wltrehouse, Inc. 
Capital slack of 

$1,000 parvalue: 
1979 .............. ---

Total 
1979 .............. $ 63,284,000 
1978 .............. 4 s 63,182,000 

( 1) 1 OOo/o of the outstanding shares. 
(') 21.6% of the outstanding shares In 1978. 
(3 ) See note 6 to the consolidated financial statements. 
c.i} Amortization of excess purchase price. 

Years ended December 31, 1979 and 1978 

COLUMN C COLUMN D COLUMN E 

ADDITIONS DEDUCTIONS BALANCE AT ENO OF PERIOD 

Equily Taken Up in Distribution of 
Earnings {losses) Other Earnings by Persons Other Number of Shares Amount in Dollars 
of Affiliates and In Which Earnings or Unils. 
Other Persons {losses) Were Princial Amount 
For lhe Period Taken Up of Bon sand Noles 

.::: 

s 7,703,000 s 8,400,000 ~{') s 57,449,000 

s 7,313,000 s 6,600,000 ~(') = 
$ 58,146,000 

$ 30,000 10,000(') $ 92,00Q 

$ 43,000 $ 400,000 10,000(') $ 62,000 

$ 71,000 $ 5,147,000(') $ 

$ 324,000 $ 20,000 $ 520,000 $ 78,000(') 273,780(') $ 5,016,000 

$ 1,869,000(') $ 16,082,000(') 1,000(1) $ 17,951,000 

$ 9,673,000 $ 16,082,000 $ 8,400,000 $ 5,147,000 $ 75,492,000 
$ 7,680,000 $ 20,000 $ 7,520,000 $ 78,000 $ 63,284,000 

( 5 ) Includes $1,000,000 contribution to capilal in addition to acquisition cost of S15,062,000 - see note 3 to consolidated financial statements. 
(") Includes $162,000 of dividend income Included in Financtal segment- see note 1 to consolidated financial statements. 

® 

Schedule Ill 

COLUMN F 

Dividends Received 
During the Period 
from lnveslments 
flol Accounted For 

By the Equity 
Method 



WESCO FINANCIAL CORPORATION 

MARKETABLE SECURITIES - OTHER SECURITY INVESTMENTS 

December 31, 1979 

COLUMN A COLUMN B COLUMN C and E 

Schedule I 

COLUMN D 

NAME OF ISSUER AND TITLE 
OF EACH ISSUE 

NUMBER OF SHARES 
OR PAR VALUE 

COST OF EACH ISSUE AND 
AMOUNT ON THE 
BALANCE SHEET 

VALUE BASED ON MARKET 
QUOTATIONS AT BALANCE 

SHEET DATE 

Securities Issued by Govt. Agencies: 
Securities Issued by U.S. Govern~ 

menl ....••.•••.••...•...•.. 
Securities Issued by States and 

MunicipaliHes .•••....••••••• 

CommonSlocks: ~=' 
FNMA •••••••••••••..••••••••. 
Safeco Corporation ••••••••••.••• 
Cleveland Cliffs Iron Co ••••.••••• 
Times t-.1irror Inc •••••••••.••••.• 
General Foods, Inc .•.••••••••.•• 
Issued by Others .•.•••• .,__. ••.••• 

Preferred Stocks: 
A.T.&T ••.••••••••.••.•••.•••• 
So. California Edison ....•......•• 
Pacific Gas &. Electric ••••••••••• 
Michigan-Wisconsin Pipeline Co •• ~ 
Issued by Others ••••.••••.••••• 

1,575,000 

6,670.000 

8,245,000 

1,069,100 
516,322 
388,200 
314,800 
199,100 
279.100 

2,766,622 

126,800 
61,100 

206,800 
161,491 
174.410 

730.601 

$ 1,564,000 

6,670,000 

s 8,234,000 

$ 15,206,000 
12,820,000 
10,545,000 

9,265,000 
6,669,000 
6,812.000 

s 61,317,000 

$ 5,899,000 
4,815,000 
41697,000 
3,973,000 

13,252.000 

s 32.636,000 

WESCO FINANCIAL CORPORATION 
SUPPLEMENTARY INCOME STATEMENT INFORMATION 

Years ended December 31,1979 and 1978 

The following amounts have been charged to expenses in the slalemel11 of income: 

~-Aaintenance arP repairs •••••••••. 
Deprecialion and amortization of 

office properties and equipment •• 
Taxes, other than taxes on income: 

Payroll laxes ••••••••••.•••••• _ 
Property laxes ............. , •••• 

Advertising ••••.••••••••••••••..• 

~ 

Parent 
Company 

560,000 

207,000 

12,000 
68,000 

1979 

SI eel 
Service 

$ 300,000 

398,000 

361,000 
129,000 
318.000 

26 

Year ended December 31 

Parent 
Consolidated Company 

s 964,000 s 540,000 

830,000 213,000 

522,000 11,000 
257,000 93,000 
954,000 

$ 1,564,000 

7,099,000 

$ 8,663,000 

$ 17,239,000 
19,491,000 
12,907,000 
11,490,000 

6,695,000 
0 

0.000,000 

$ 75,830,000 
·~ 

$ 5,048,DOO 
3,788,000 
3,722,000 
3.939,000 

12,317,000 

s 28.814,000 

Schedule XVI 

1978 

Slee! 
Service Consolidated 

s 617,000 

433,000 

144,000 
185,000 
489.000 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the use in the Berkshire Hathaway 
Inc. annual report on Form 10-K for the year ended December 29, 
1979 of our report dated March 25, 1980 relating to the financial 
statements of Wesco Financial Corporation and Wesco Financial 
Corporation and subsidiaries for the year ended December'31, 1979. 
Our report appears on page 14 of the December 31, 1979 combined 
annual report aµd Form 10-K to stockholders of Wesco Financial 

Corporation. 

Los Angeles, California 
March 25, 1980 

) 
!l 

" 

PRICE WATERHOUSE & CO. 
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PEAT. MARWICK, MITCHELL & Co. 
CERTIFIED PUBLIC ACCOUNTANTS 

CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the use in the Berkshire Hathaway ''inc .• 
Annual Report on Form 10-K for the year ended December 29, 
1979 of our report dated February 2, 1979 except for note 17 
to the consolidated financial statements which is as of March 
25, 1980 relating to the financial statements of Wesco 
Fin.ancial Corporation and Wesco Financial Corporation and 
Subsidiaries for the year ended December 31, 1978. Our report 
appears on page 14 of the December 31, 1979 combined Annual 
Report and Form 10-K to stockholders of Wesco Financial 
Corporation. ~ 

Los Angeles, California 
March 25, 1980 

0 

;? 


