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BERKSHIRE HATHAWAY INC.

o the Sharcholders of Berkshire Hathawoy Inc.:

This past vear our registered shareholders increased from about 1900 to about 2800. Most of this
arowth resulted from our merger with Blue Chip Stamps. but there also was an acceleration in the
pace of “natural”™ increase that has raised us from the 1000 level a few vears ago.

With so many new shareholders, it's appropriale to summarize the major business principles we
follow that pertain to the manager-owner relationship:

e Although our form is corporate, our atitude is partnership. Charlie Munger and 1 thins of our
shareholders as owner-partners. and of ourselves as managing partners. (Becouse of the size of our
shareholdings we also are, for better or worse, controlling partners.) We do not view the company
itseh as the ultimate owner of our business assets but, instead, view the company as a conduit through
which our shareholders own the assets.

e In line with this owner-orientation, our directors are all major shareholders of Berkshire Hathaway,
In the case of at least four of the five, over 56% of family net worth is repiesented Ly holdings of
Rerkshire. We eal our own cooking.

e Our long-term economic goal (subject o some qualifications mentioned later) is to maximize
the average annual rate of gain in inlrinsic business value on a per-share basis. We do not measure
the cconomic significance or performance of Berkshire by its size: we measure by per-share progress.
We are corlain that the rate of per-share progress will diminish in the future — a greatly enlarged

capital base will see te that, But we will be disappointed if ovr rate does not exceed that of the

average large American corporation,

o Our preference would be to reach this goal by directly owning a diversified group of businetses
that generate cash and consistently carn above-average returns on capital. Our second choice is to
own parts of similar businesses. attained primarily through purchases of marketable common stocks
by our insurance subsidiaries. The price and availability of businesses and the need for insurance
capital determine any given year's capital allocation.

o Because of this two-pronged approach to business ownership and because of the limitations of
conventionai acceunting, consolidated reported earnings may reveal relatively little about our true
ceoromic performance. Charlie and I both as owners and managers, virtually igriore such consolidated
numbers. However, we will also report to vou the earnings of each major business we control, numbers
we consider of great imporiance. These figures. along with other information we will supply about
the individual businesses, should generally aid vou in making judgments about them.

o Accounting consequences do not influence our operating or capital-allocation decisions. When
acquisition costs are similar, we nach prefer to wrchase $2 of earnings that is not reportable by us
under standard accounting principles than to purchase $1 of earnings that is reportable. This is
precisely the choice that often faces us since entire businesses (whose earnings will be fully reportable)
frequently sell for double the pro-rata price of small portions (whose earnings will be largely unreportitlel.
In aggregale and over time, we expect the unreported earnings to be fully reflected in cur inirinsic
business value through capital gains.

e We rarely use much debt and. when we do. we attempt to structure it on a long-term  fixed-
rate basis. We will reject interesting opportunities rather than over-leverage our baiance sheet. This
conservatism has penalized our results but it is the only behavior that leaves us comtortable. considering
our fiduciary obligations to policyholders, depositors, lenders and the many equity holders whao have
committed unusually lurge portions of their net worth to our care.




o A managerial “wish list™ wijll not be filled at shareholder expense. We will not diversifv by
purchasing entire businesses at contral prices that jgnore long-term economic consequences to our
sharekolders. We will only do with vour money what we would do with our own. weighing fully
the velues vou can obtain by diversifving vear own porifulios through direct purchases in the stock
market.

We feel noble intentions should be checked periodically against results. We test the wisdom
of retaining earpings by assessing whether retention, over fime, delivers sharcholders at least $1 of
markel value for cach $1 retained. To date, this test has been et We will continue to apply it on
a five-vear rotling basis. As our net worth grows, il is more difficult to use retained earnings wisely.

5 We will issue common stock only when we receive as much in business alue as we give.
This rule applies to all forms of issvance - not only mersers or public stock offerings. but stock-
for-debt swaps. stock options. and convertible sccurities as well, We will not sell small portions of
vour company -- and that is what the issuance of shares amounts lo — on a basis inconsistent with
the value of the entire enterprise.

e You should be fullv aware of one attitude Charlic and [ share that hurts our financial performance:
regardless of price. we have no interest at all i selline any good businesses that Berkshire owns,
and are very reluctant to sell sul-par businesses as long as we expect them to generate al least some
cash and as long as we feel good about their managers and labor relotions. We hope not to repeat
‘he capital-clocation mistakes that led us into such sub-par businesses. And we react with great
caution io suggestions that Qur poor Lusinesses can be restored to satisfactory profitability by major
capital expenditures. (The projections will be dazzling - the advocates will be sincere — but, in the
end, major additional investment in a terrible industry usually is about as rewarding as struggling in
quicksand.) Nevertheless, gin rummy managerial behavior (discard vour least promising business at
each turn) is not our stvle. We wounld rather have our overall results penalized a bit than engage
in it

o We will be candid in our reporting lo vou, emphasizing the pluses a nd minuses important '
appraising business value. Our guideline is to tell vou the business facts that we would want to know
it our positions were reversed. We owe vou no less. Moreover. as a company with a major communications
business. it would be inexcusable for us to apply lesser standards of accuracy. balance and incisiveness
when reporting on ocurselves than we would expect our news people to apply when reporting on
others. We also believe candor benefits us as managers: the CEO who misleads others in public may
eventually mislead himsell in private.

e Despite our policy ol candor. we wili discuss our activities in marketable securities onty to
the extent legally required. Good investment ideas are rare, ;aluable and subject to competitive
appropristion just as good product or business acquisition ideas are. Therefore, we normally will not
talk about our investment ideas. This ban extends even tu securities we have sold (because we may
purchase them again) and to stovks we are incorrectly rumored to be buving. If we deny those reports
but sav “no comment”™ on other occasions. the ro-comments become confirmation.

That completes the catechism, and we can now move on o the high point of 1983 — the acquisition
of @ majority interest in Nebraska Furniture Mart and our association with Rose Blumkin and fer

family.

Nebraska Furniture Maort

Last vear. in discussing how managers with bright. but adrenalin-soaked minds scramble avter
footish acquisitions, T quoted Pascal: "It has struck me that all the misfortunes of men spring from
the single canse that they are unable to stay quictly in vne roon.”

Even Pascal would have left the room for Mrs, Blumkin.

About 67 vears ago Mrs. Blumkin, then 23, talked her way past a border guard to leave Russia
for America. She had no formal education, not even at the grammar school level, and knew no English.
After some vears in this country, she learned the language when her older daughter taught her every
evening, the words she had learned in school during the day.
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In 1937, aiter many vears of selling used <lothing. Mrs. Blumkin had saved $500 with which to
American Furniture Mart i Chicago

realize Lor dream of opening s furniture store. Upon secing the
she decided to christen her dream

—then the center of the nation's wholesale furniture activity —
Nebraska Furnifure Mart,

Shie met every obstacle vou would expect {and a few you wouldn't) when a business endowed
with ooy $500 and no locational or product advantage goes up against rich. long-entrenched competition.
At one early point, when her tiny resources ron oul. “Mrs. B” (a personal trademark now as well

recopnized in Sreater Omaha as Coca-Cola or Sanka) coped in a way not taught at business schools:

Jhe simply sold the furniture and appliances from her home in order to pav creditors precisely as

promised.

(ymaha retailers began to recognize thay Mrso 1 would offer customers far better deals than they
hid been giving, and they pressured furniture and carpet manufacturers not to sell to her. But by
varions strategies she obtained merchancise and cut prices sharply. Mrs. B was then hauled into court
for violation of Fair Trade laws. She not only woen all the cases. but received invaluable publicity
At the ead of one case, after demonsirating to the court that she could profitably sell carpet at a huge
discount from the prevailing price, sne sold the judee $1a00 worth of carpel.

Today Nebraska Furniture Marl generates over $100 million of sales annually out of one 206060

squara-foot store. No other home furnishings store in the country comes close to that voiume. That

single ctore also sells more furniture. carpets. and apphances than do all Omaha competitors combined.

elf n appraising a husiness is how | would like, assvming 1 had
o compete with it. I'd rather wrestle grizzhes than compete with
wen

One question 1 alwavs ask mys
ample capital and skilled personnel
Mrs. B and her progeny. Jhey buy bridiantiv, they operate at expense ratios competitors don’
e about. and they then pass on o their customers much of the savings. IUs the ideal business
— one huilt upon exceptional value to the customer that m turn translates into exceptional cconomics
for ils owners.

Vrs. B is wise as well as smart and, for far-sighted family reasons. was willing to sell the business
last vear. [ had admired both the fami'y and the business for decades. and a deal was quickly made.
But Mrs. 13, now 90, is not one to go home and risk. as she puts it. “losing her marbles”™. She remains
Chairman and is on the sales floor seven days & week. Carpet sales are her specialty, She personally
sells quantities that wouid be a good departmental total for other carpet retailers.

We purchased 90% of the business -~ leaving 10% with members of the family who are involved

in managemaent — and have optioned 10% to certain key voung family managers.

And what managers they are. Gereticists should do handsprings over the Blumkin family. Louie
Blumkin. Mrs. B son. has been President of Nebraska Fumiture Mart for many vears and is widely
regarded as the shrawdest buyer of furniture and appliances in the country. Louie says he had the
best teacher. and Mrs. B says she had the best student. They're both right. Louie and his three sons
all have the Blumkin business abilitv, work ethic, and. most important, character. On top of thal,
they are really nice people. We are delighted to be in partnership with them.

Corporate Performance

During 1984 our book value increased from 573743 per share to $975.83 per share, or by J2%.
W never take the one-vear figure very serioushv, After all. why should the time required for a planet
1o circle the sun synchronize precisely with the time required for business actions to pay off? Instead.
we recommend not less than a five-vear test as a rough vardstick of economic performance. Red Lghis
should start flashing if the five-vear average annva' o™ falls much below the return on equity caraed
over the period by American industry in aggroes oo atch out for our explanation if that occnrs
45 Goethe observed, “When ideas fai’, words coise i very handy.”)

During the 14-vear tenure of present manegement. book value has grown from $19.46 per share
1 $675.83, or 22.6°, compounded annuaily. Considering our present size, nothing close to this rate
of return can be sustained. Those who believe otherwise should pursue a career it osales, but wvord

one in mathematics.




Vo reporl gur progress in terms of book value because in our case housh ot beoany means,

i all caselt it is a conservative but reasonabhv adequate proxy for growth 1nomirinsic business valoe

the measurement that realiv connts, Book value’s virtue as o score-keeping measure is that s

pasy o coleulate and doesn’t involve the subiective (but important] judgments cmploved in caleclation

of intrinsic business value, It is important to anderstand. however, that the twa terms - book value
and intrinsic business value — have very different meanings.

Book wvalue is an accounting coacept. recording the sccumulated financial input from both
contribiited capital and retained earnings. Intrinsic business value is an economic concept. estimating
future cash outpu discounted to present value. Book value tells vou what has been put ing intrinsic
business value estimaies what can be taken oul.

An analogy will sugzgest the difference. Assume voua spend identical amounts putting each of two
children through college. The book value (measured vy fnamcal input) of each child’s education
weuld be the same. But the present value of the future pavoil tthe intrinsic business value) might
vary enormously — from zero to many times the cost of the education. So.also. do businesses having
eaaal financial input end up with wide variations in value.

Al Berkshire, at the begmaing of fiscal 1965 when te present management tosk over, the $19.46
per share book value considerably overstated intrinsic business value. All of that book value consisted
af textife assets that could not earn. on averace, anvthing close to an appropriate rate of return. in
the terms of cur analogy, the investment in textile assets resembled investment in a largelv-wasted
cduc, fon.

Now., however, our introinsic business value considerablv exceeds book value, There are two major
[EMTRASI

(1] Standard accounting principles require that common stogks heid by our insurance subsidiaries

he stated on our books at market value. but that other stocks we own be carried at the lower
of agaregate cost or market. At the end of 1983, the mark o value of this latter group exceeded
carrving value by $70 million pre-tax. or about 550 million after tax. This excess belongs in
our intrinsic business value, but is not included in the calculation of book value:

More important, we own several businesses that possess economic Goodwill {which s properly
ficludable inointrimsic business valuel far larger than the accounting Goodwiil that is carried

on our halance sheet and reflecied in book value,

Goodwill, both economic and accounting, is an arcane subject and requires more explanation
than is appropriete Fere. The appendix that follows this letter — “Goodwill and its Amortization:
The Rules and The Realities™ — expiaing why economic and accounting Goodwill can, and usually
do differ enormously,

You can Hve a full and rewarding lite without ever thinking about Goodwill and its amortization.
But students of investment and management should understand the nuances of the subject. My own
thinking has changed drastically from 35 vears ago when 1 was taught to favor tangible assets and
to shun businesses whose value depended largely upon economic Goodwill. This bias caused me lo
make manv important business mistakes of omission, although relatively few of commission.

Kevnes identified rav problem: "The difficulty lies not in the new ideas but in escaping from the
old ones.” My escape was long delaved. in part because most of what I had been taught by the same
teaciher had been {and continues to be} so extraordinarily valuable. Ultimately, business experience,
direct and vicarious, produced mv present strong preference for businesses that possess large amounts
of enduring Goodwill and that utilize a minimum of tangible assets.

I recommend the Appendix o those who are comfortable with acceunting terminoiogy and who
Have an interest io understanding the business aspects of Goodwill. Whether or not vou wish to tackle
the Appendix, vou should be aware that Charlie and T believe that Berkshire possesses very significant
ceonomic Goodwill value above that reflected in our book value.




Sources of Heported Farnings

ThLe table below shows the sources of Berkshire's reported ecrnings. In 1982, Berkshire owned
about 60% of Blue Chip Stamps whereas, in 1983, our ownership was 60% throughout the first six
months and 100%, thereafter. In turn, Berksiire's net interest in Wesco was 8% during 1982 and the
first six montns of 1983, and ou% for the balunce of 1983, Because of these change:] owrership
percentages. the first two columns of the table provide the best measure of underlving busizess
performance.

All of ihe significant gains and losses atiributable to unusual sales of assets by any of the business
entities are aggregated with securities transactions on the line near the bottom of the tabie, and are
cot included in operating earnings. {We regard sov annual fieure for realized capital gains or losses
as meaningless, but we regard the aggregite realized and unrealized capital gains over a period of
vears as very important.) Furthermore amertization of Goodwil! is not charged against the specific
Dusinesses but, for reasons outlined in the Appendix, is sel forth as @ separate ilem.

Nel Farnings
Eurnings Before income Taxes B After Tax
Totul Berkshice Share  Berkshire Share
1983 H82 1953 1982 1983 PH42

(200s amitled]

Operating Farnings:
Insurance Group:
Uinderwriting S (138721 S(21.558] $(33.872) §(21.558] S1d.du0) S H1.345)
Net Investment Income 43,810 11020 43,810 41,620 39,114 45.270
Berkshire-Waumbeo Testiles foe {1.5:45) (100, [1.545) (553} 1862)
Associated Retail Stores 647 g14 a47 914 355 446
Nebraska Furniture Mart!'h oo 3.812 —_ 3,049 e 1.521 —
See's Candies 23.884 24.526 14.295 12,212 64914
Buffalo Evening News (1.215) 16,547 (724) 8832 (226)
Blue Chip Stamps'™ J 4,182 (1.876) 2.492 (353) 2,47
Weseco Financial — Parent ... LN .150 4.644 2,937 3448 2,
NMutual Savings and Loan ... ¢ {6) (4677 (2) 1917 .
Precision Steel 1.035 2,102 193 1,136 26
Interest on Debt {15.104] [14.996) [13.844) 12877 17.346) (6,495
Special GEICO Distribution ... 21,000 21,000 19.551 -
Shareholder-Designated
Contributions [3.066) (891} [3,066) (1.656) (481}
Amortization of Goodwill (5327 151 (563) ¢ {563) 490
Other . “__1(}.!2'1 3.371 9.623 2.6 8,490 2,171
Operating Earnings 82,043 41,102 72,410 . 58.1495 31,497
Sales of securities and
unusual sales of assets 67,260 36.651 65,089 21,875 45.298 14,877

Total Earnings $ 77.753  $137.499  § 49,517 £113.493 5 46,374

7
21
H
2

4
5
1)

¢ October through December
211952 and 1983 are not comparable; major assets were transferred in the mergen

For a discussion of the businesses owned by Wesco, please read Charlie Munger's report on pages
46-51. Charlie replaced Louie Vincenli as Chairman of Wesco late in 1983 when heaith forced Louies
retirement at age 77. In some instances. “health™ is a euphemio n, but in Louies case sothing but
Wealth would cause us to consider his retirzment. Louie is a marvelous man and has been a marvelous

mahdgen




The special CEICO distribution reported in the table arose when that company made a tender

affer for a portion of its stock, buving both from us and other sharehoiders. At GEICO's request, we
tendered o guanhity of shares that kept our ownership percentage the seme after the transaction as
before The proportional nature of our sale permitted us to treat the proceeds as a dividend. Unlike
individuals. corporations net conside ably mere when earnings are derived from dividends rathes than
from capital gains, since the effective Federal income lax rate on dividends is 6.9% versus 28% on
capiial gains,

Fven with this special item added in. our total dividends from CGEICO in 1983 were considerably
less than our share of GEICO's carnings. Thus it is perfectly appropriate. from both an accounting
and cconomic standpoint. to include the redemption proceeds in our reported earnings. It is because
the item s large amd unusual that we call vour attention to it

The table showing vou our sources of earnings includes dividends [rom those non-controlled
companies whose marketable equity securities we own. But the table does not include earnings those
companies have retained that are applicable to our owneiship. In aggregate and over lime we expect
those undistributed ecarnings to be reflected in market prices and to increase our intrinsic business
valie on o dolize-for-dollar basis. just as if those earnings had been under our contral and reported
aw part of our profits. That does nol me:n we expect all of our holdings to behave uniformly: some
will disappoint us. others will deliver pleasant surprises. To date our experience has been better than
wre originally anticipated. In aggregate, we have received far more than a dollar of market value gain
for every dollar of earnings retained.

The following table shows our 1983 vearend net holdings in marketable equitiess All numbers
represent 100% of Berkshire's holdings, and 80% of Wesco's heldings, The portion attributable to
minority shareholders of Wesco has been excladed.
os! Viorket

(000s omitled]
- HUDYTS Adfiticted Publications. Inc. .. . . S 35160 % 26600
A4 DA General Foods Corporation®™ e 163,786 228.6498
£,.850.000 (5100 Corporation . . 47,138 398.156
2.379.200 Handv & Harman . " . 27.318 42,231
66,510 interpublic Group of Compianies, . 4,056 33.088

97200 Media General Lo . . 3,191 11,1491

250,400 Ouailvy & Mather International ... . 2.580 12.833

iy |

5.614.561 R, ] Revoolds Industries, Tnet o 268.918 314,334
401788 Time, Inc. 27.732 56.86G0
1.868.600 _ 10.628 136.875
! S558.860  $1.287.869

All Other Commen Steckholdings ... . 7485 18,044
fotal Common Stocks ... ... %566.348 $1.305.913

No. of Shares

9 \Vesco owns shares in these companies.

Based upon present holdings and present dividend rates — excluding anv special items such as
the GEICO proportional redemption last vear — we would expect reported dividends from this group
to be approximately $39 millica in 1984, We can also make a verv rough guess about the carnings
st will be attributable to our ownership: these may total about $65 million
for the vear. These retained earnings could wall have ne immediate effect on market prices of the
wernrities. Over time. however, we feel they will have real meaning.

this group will retain tl

In addition to the figures already supplied, information regarding the businesses we control appears
in NManagement's Discussion on pages 40-44. The most significant of these are Buffalo Evening News,
Spe's. and the Insurance Group. to which we wili give some special attention here,




fubffalo Evening News

Firet, a clarification: our corporate name is Buffalo Evening News. Ipe. but the name of the
newspaper. since we began o morning edition a little over a vear ago. is Buifalo News.

19873 the News somewhat excesded its targeted profit margin of 10% after fax. Two factors

E I 3

were responsibles (1] a state income tax cost that was subnormal because of a large toss carrv-forward,
now fullv utilized. and {2)a large drop in the per-ton cost of newsprint {an unani icipated fluke that
will be reversed in 1984)

Althoueh our profit marging in 1983 were abovt overage for newspapers such as the News, the
£ (xd
paper’s performance. nevertheless, was a significant achievemeni considering the cconomic and retailing

environment in Buflalo.

Butfalo has a concentration of heavy industry. a segment of the economy *hat was hit partic ularly
hard by the recent recession and that has lagged the recover .. As Buff..l> consumers have suffered,
o also have the paper's retailing costomers. Their numbers have shrusk over the past few years and
many of those surviving have cut their linage.

Within this environment the News Dbas one exceptional strength: its acceptance by the public, a
metter measured by the papers “penetration ratie” — the percentage of households within the
community purchasing the paper cach day. Our ratio is superb: for the six months ended September
90 1984 the News stood namber one in weekday penetration among the 100 largest papers in the
Cipited States (the ranking is based on “cilv zone” numbers compiled by the Audit Bureau of
Circulations).

In interpreting the standings, it is important to note that many large cities have two papers, and
that in such cases the peaetration of either paper is necessarily lower than if there were a single
paper. as in Buffalo. Nevertheless. the list of the 100 largest papers includes many that have a city
to themselves. Among these. the News is at the top nationally. far ahead of many of the countrv’s
best-kne wn datlies.

Ameng Sundav editions of these same farge dailies, the News ranks number three in penetration
— ten to twent. percentage points shead of many well-known papers. It was nol alwavs this wayv in
Bufialo, Below we show Sunday cicculation in Buffalo in the vears prior to 1977 compared with the
present period. In that carlier period the Sunday paper was the Courier-Express (the News was not
then publishing a Sunday paper]. Now. of course, it is the News.

Averaze Sundoy Circulation

Year Circulation

1970 314,000
1971 306,060
1972 362,000
1973 290.900
14974 278,000
1475 269.000
1476 270,000

rasd (Current) 376.000

We helieve a paper's penetraticu ratio to be the best measure of the strength of its franchise.
Papers with unusuatly high penetration in the geographical arca that s of prime interest to major
local retailers, and awith relatively little circulation elsewhere, are exceptionally efficient buyvs for ciose

setailors Low-penetration papers have a far less compeiling message to present to advertisers.




in our opmion. three factess larzelv account for the unusual acceptance of the News in the
comoaunitv. Among these. points 2 and 3 also may explain the popularity of the Sundav News
commparcd o that of the Sunday Courter-Express swhen it was the scle Sunday paper:

{11 The first point has nothing to do with merits of the News. Botly emigration and immigration
are celatively low in Buffalo, A stable population s more interested and involved in the
activities of its community than is a shifting population — and. as a result. is more interested
in the content of the local daily paper. Increase the movement in and out of a city and
penetration ratios will fall

The News has a reputation for editorial quality and integnty thet was honed by our long-
Cme editor, the legendary Alfred Kirchhofer, and that hes been preserved and extended by
Nurrav Light. This reputation was cnormously important to our success in establishing a
Sunday paper against entrenched competition. And without a Sunday edition. the News would
ot have survived in the long run.

The News lives up to its name — it delivers a very unusual amount of news. During 1983,
our “news hole” {editorial material - not ads) amounted to 50% of the newspaper’s content
fexcluding preprinted inserts). Among papers that dominate their markets and that are of
comparable or larger size. we know of ounly one whose news nole percentage exceeds that of
the News. Comprehensive ligures are not avajlable. but s sampiing indicates an average
percentage in the high 30s. In other words, page for page. our mix gives readers over 25%
more mews than the tvpical paper. This news-rich mixture is by intent. Some publishers,
pushing for higher profit margins, have cut Hor news holes during the past decade. We have
maintained ours and will continue to do so. Properly written and edited, a full serving of
news makes our paper more valuable to the reader and contributes to our unusual penetration

ratio.

Despite the strength of the News? franchise, gains in ROP linage {advertising printed within the

newspaper pages as contrasted to preprinted inserts) are going to be very difficult to achieve. We had
an enarmous sain in preprints during 1983: lines rose fram 9.3 million to 16.4 million, revenues from
$3.6 million to §8.1 million. These gains are consistent with national trends, but exaggerated in our
case by business we picked up when the Courier-Express closed.

On batance the shift from ROP to preprints has negative economic implications for us. Profitability
an preprints is less and the business is more subject to competition from alternative means of delivery
Furthermore, o ceduction in ROP linege means less absolute space devoted to news (since the news
hole percentage remains constant], thereby reducing the utility of the paper to the reader.

Stan Lipsey became Publisher of the Buffalo News at midvear upon the retitement of Henry
Urban. Henry never flinched during the dark davs ot litigation and losses following our introduction
of the Sundayv paper — an introduction whose wisdom was questioned by many in the newspaper
business. inchuding some within our own building. Henry is admired by the Buffalo business community.
he's admired by all who worked for him. and he is admired by Charlie and me. Stan worked with
Henry for several vears, and has worked for Berkshire Hathawayv since 1669, He has been personally
imvolved i all nuts-and-bolts aspects of the newspaper business from editorial to circulation. We

couldn’t do better.

See’s Cundy Shops

The fnancial resulte at See's continue to be exceptional. The business possesses a valuable and
colid conswmer sanchise and a manager equally valuable and solid.

0 recent veers See's has encountered two fmportant problems, at least one of which is well on
its way toward solution. That problem concerns costs, excopt those for raw materials. We have enjoved
5 break on raw material costs in recent vears though so. of course, have our competiturs. One of these




davs we will get @ vasty surprise in the opposite direction. In effect. raw material costs are fargely
nevond our control since we will, as a matter of course. buy the finest ingredients that we ca

regardliess of changes in their price levels. We regard product quality as sacred.

Rt other kinds of costs are more controllable. and it is in this ares that we have had problems.
On a per-pound basis, our costs (not including those for raw materials) have increased in the last
few vears al a rate significantiy greater than the increase in the general price level. IUis vital to our

compeiitive position and profit notential that we reverse this trend.

i recent months much better control over costs has heen altained and we feel certain that our
rate of growth in these costs in 1984 will be below the rate of inflation. This confidence arses oud
Jf our long experience with the managerial talents of Chuck Huggins. We put Chuck in charge the
dav we took cver. and his record has been simply extraordinary, as shown by the following table:

52-53 Week Year Operating Number of Number of
Ended About Sales Profils Pounds of Stores Upen
December 31 __Revenues After Taxes Candy Sold at Year End

1983 (53 weehksi 51143.521.000 $14.6949.000 24.651.000 207
1982 123.662.000 11.875.000 24,216,000 202
aet A . 112,378,000 10.779.000 24,652,000 1499
1980 .. 47.715.000 7.547.060 24.065.000 191

87.314.000 5.330.000 23.985.C00 188
1978 . T3.653.000 £.178.000 22,407.000 182
mry - 62,886,000 H.154.000 20.921.000 179
1976 56.335.900 5,569,000 20.553.000 173
1975 ... e 50,492,000 5.142.000 14.134.000 172
1474 41,243,000 4.021.000 17.883.000 170
i IS BN 35.050.000 1.940.000 17.613.000 164
197" BN 41.337.000 2.083.000 16.954.000 67

The other problem we fuce. as the table suggests. is our recent inability to achieve meaningful
cains in pounds sold. The industry B the same probler  But for many vears we outperformed the
industry in this respect and now we are not

The poundage volume in our retail wtores has been virtually unchanged each vear for the past
four. despite small increases every year o tie number of shops (and in distribution expense as well].
O course. dollar volume has increased bocause we have raised p.ices significantly. But we regar..
the most important measure of retail trends to be units sold per store rather than doliar volume. On
4 same-store basis (countinge only shops open throughout both vears) with all figures adjusted to a
5oweek vear. poundage was down .8 of 1% during 1983, This small decline was our best same-store
performance since 19749 the cumulative decline since then has been about 8%. CGuantitv-order volume,
Sbout 25% of our total, has plateaved in recent vears folowing very large poundage geins throughout
the 1970s.

We are not sure to what extent this flat volume — Loth in the retail shop area and the quontity
ordor area —— is due to our pricing policies and to what extent it is due to static industry volume,
the recession. and the extraordinary share of market we already enjov in our primary marketing area.
Our price erease for 1984 is much more modest than has been the case in the past tew years, and
wie hope that pext vear we can report Letter volume figures to vou. B 1t we have no basis to forecast
these.

Despite the volume problem, See's strengths are many and important, in our primary markeling
arce. the West, our candy is preferred by an enormous margin (o that of any competitor. b fact, we
helieve most lovers of chocolate prefer it to candy costing two or three times as much. (In candy, as
in stocks, price and value can differ; price is what vou give. value is what vou get.) The quality of




Catomer sepvice inoour shops — operated throughout the countey by us and not by franchisees —
is every bit as good as the product. Cheerful, helpful personnel are as much a trademark of See’s as
is the logo on the box. That's no small achievement in o business that requires us to hire about 2000
sousonal workers. We know of ne comparabiv-sized organization that betters the quality of customer
service delivered by Chucl Hugging and his assuriates.

Because we have raised prices so modestlv in 1984, we expect See’s profits this vear to be about
the same as in 1483,

Insurance — Controllea Operations

We both operate 1 surance companies and have a large economic interest in an insurance business
we don’t operate. GEICO. The results for all can be summed up easily: in aggregate. the companies
ve operate and whose underwriting results reflect the consequences of decisions that were my
respansibility a few vears ago, had absolutely terribie resulis. Fortunately, GEICO, whose policies |
do rot influence, simply shot the lights out. The inference vou draw from this summary is the correct
o, §oanade some serfous mistakes a few vears ago that came home to roost.

The indnstry had its worst underwriting vear inoa long time, as indicated by the table below:

Yearly Change  Combined Ratio
in Premiums after Policy-
Writlen (%) holder Dividends

0.2 a96.2
3.0 a4.2
.2 1054

P 107.49

21.9 102.4

19.8 47.2

12.8 a7.5

0.3 100.6
6.0 103.1
3.9 106.0
4.4 1049.7
4.6 111.0

14748

19749

TORG

141

1982 (Kev

1 [bstimated)

source: Best's Ageresales and Averages.

Best's data reflect the experience of praciically the entire industry, including stock, mutual, and
ceciprocal companies. The combined ratio represents tolal insurance costs (losses incurred plus expenses)
compared to revenue from premiums: a ratio below 100 indicetes an underwriting profit and one
above 100 indicates @ loss.

For the reasons outlined in last vear's report, we expect the poor industry experience of 1983 to
be more or less tvpical for a good many vears to come. (As Yogi Berra put itz It will be déja vo all
over again.”j That doesn’t mean we think the rigures won't bounce around a bit: thev are certain to.
But we believe it highly unlikely that the combined ratio during the bajance of the decade will average
significantly below the 1981-1983 level. Based on - ur expectations regarding inflation — ond we are
as pessimistic as ever on that front — indu.c . premium velume must grow about 10% annually
merelv to stabilize loss ratios at present fevels,

Our own combined ratio in (983 was 121, Since Mike Goldberg recently took over most of the
responsibility for the insurance operation. it would be nice for me if our shortcomings could be placed
at his doorstep rather than mme. But unfortunately, as we have often pointed out, the insurance
business has a long lead-time. Though business policies may be changed and personnel improved. a
significant period must pass pefore the effects are seen. (This characteristic of the business enabled




us (o0 make a great deal of menev in GEICO: we could picture what was likely to lappen well before
it actualiv oceurred.) So the roots of the 1983 results are operating and personnel decisions made two
or more vears back when [ had direct managerial responsibility for the insurance group.

Despite our poor resaits overal, sovoral of our manage:s did truly outstandiag jobs. Raland Miller
ral nahility business of National Indemnity Company and National Fire and

guided the auto aud gene
mpetitors deteriorated. In addition,

NMarine (nsurasce Compan, to imoreved results. while those of o
tom Rowley at Continental Divide Insvrance — our floctaling Colorado homestate company — seems
certain to be a winner, Mike found him a little over a year ago. aad he ssas an fmportant acquisition.

Ve have become active recently —- and hope to become much more active — 0 reinsuranc?
transactions v here the buver's overriding soncern should be the seller’s long-erm creditworthiness.
In such transactions our prenier financial strength chould make us the number one choice of both
clatmants and insurers whe . ast wely on the reinsurer’s promises for a greal many vears to come.

A major source of such business is structured settlements — a procednre for settling losses under
which claimanis receive periodic pavments (almost ehvays monthlv, for life) rather than a single lump-
sum seftierment. This form of settlement has nwportant tax advantages for the claimant and alse
prevents his squandering a large jump-sum pavment. Frequentlv, some inflation protection is built
“are the setiemeny Usually the claimant Lus been serionsly injured. and thus the periodic pavments
aust be unquestionably secure for decades to come. We belicve we offer unparalleled security. No
silier insurer we know of — even those with much larger gross assets — has our finuncial strength.

W also think our financial strength should recommend uz to companies wishing to transfer loss
peserves, Inosuch transactions. other insurance companies pey s lump sums tooassume all for a
specitied portion of) future loss payments applizable to large blocks of expired business. Here also.
the company transferring such claiins needs to be certain of the transferee’s financial strength for
many vears to come. Again, imost of our competitors soliciting cuch business appear to us o have a

financiel condition that is materially inferior to ours.

Potentistiy. structured settlements and the assumption of loss reserves could become very significant
10 us. Because of their potential size and because these operations generate lurge amounts of investment
minm volume. we will show underwriting results from those businessies on
A separate dine inoour insurance segment data, We alsoe will exclude their effect in reporting our

combined ratio w vou. We “front end” no profit on siructured soitement or loss reserve transactions.
ndd all attributabie overhead is expensed currently. Both businesses are run bv Don Wurster at Naticnal

ipcome compared Lo pre

Lndemnity Compa®

tnsuranee - GEICO

TR 11(’.rlurm:u':s;n during 1983 was as good as onr own insurance {_mrfurm:mce wias poor.
Compared to the imdustry’s combined ratio of 111, GEICO wrote at 96 after a large voluntary accrual
for policvholder dividends. A few vears ago | wouid not have thought GEICO could so greatly
outperform the industry. its superiority reflects the combination of a trulv exceptional business idea
and an exceptional management.

Jack Berne and Bill Snvder have mainined extraordinary discipline in the underwriting area
finchuding, <racially. provision for fuil and proper loss reserves), and their efforts are now being
further rew seied by sipnificant gains in new husiness. Equally important. Lou Simpson is the class
of the Aeld smong insurance investment managers. The three of them are some lean

We has > approximately a one-third interest in GEICO. That gives us a $270 million share in the
company’s preminm volume, an amount some 302, larger than our own volume. Thus. the major
portion of our total insurance business comes from the best insurance book in the country. This Taci

does not moderate by an iota the need for us to improve our own operation.




Stock Splits and Stock Attty
We often are sked whe Derkshire does not split its stock. The assumption behind this question
esually appears w be that a split would be a pro-sharcholder action. We disagree. Let me tedl vou wh

O of cur goals is to have Berkshire Hathaway stock sell at o price rationally reiated 1o its
intrinsic, business value, (But note “ationaliv related™. not "identica’ i well-regarded companies are
seneraliv seiling in the market at large discounts from velvee, Berkshire might well be priced similarly,
The kev to a rational stock price is vational shareholders. both current and prospective.

i the holders of a company's stock and‘or the prospective buvers attracted to it are prong to make
irrational or emotion-based decisions, some pretty silly stock prices are going fo appear periodically.
Manic-depressive personalities produce manic-depressive valuations. Such aberrations my help us
in buving and selling the stocks of other companies. But we think it is in beth vour inferest and
ours toominimize their occurrence in the market for Berd shive,

To obtain only high quality shareholders is no cinch. Mrs. Astor could sclect her 400, but anvone
can buv any stuck. Entering members of a rharcholder “cinb”™ cannot be screened for intellectual
capacity, smotional stability, moral sensitivity or aceeptable fress. Shareholder eugenics, therelore,
might appear o be a hopeless undertahing,

In large part. however, we feel that high quality ownership car be attracted and maintained if
we consistenthy communicate our business and ownership philusophy - along with no other conflicting
messeees — and then let self selection follow its course. For example, self selection will draw o far
ditferent crowd to o musical event advertised as an opera than one advertised as @ rock concert
even thongh anvone can buy a ticket to either,

Theough our policies and communications - our “adverisements”™ —— we try Lo attract investors
who will understand our operations. attitudes and expectations. (And, fully as important, we trv to
dissuade those who won't] We want those who think of themselves as business owners and invest
in companies with the intention of staving a long time. And. we wart those who keep their eves

focused on business results, not market prices.

Investors possessing those charscteristics are oo small minority, but we have an exceptional
probably cver 959, — of our shares are held Ly those

collection of them. | believe well aver 904
who were sharcholders of Berkshie or Biue Chip five vears ago. And | would guess that over 95%
of our shares are held by investors for whom the holding is at least double the size of their next
larest. Among companies with at least several thovsand public shareholders and more than $1 billion
of market value, we are abhmos! certainly the leader in the degree to which our shareholders think
and act like owners, Upgrading a shareholder group that possesses these characteristics is not casy.

Were we fo split the stock or take other actions focusing on stock price rather than business
value, we would altrast an entering class of buvers inferior to the exiting class of sellers. At $1300.
there are very fmw investors who can't afford o Berkshire share. Would a potential one-share purchaser
be better off if we split 100 for 1 so he could buv 100 shares? Those who think so and who wouid
buy the stock because of the split or in anticipation of one would definitely downgrade the quality
of our present shareholder group. (Could we really improve our shareholder group by trading some
of sur present clear-thinking members for fmpressiceable new ones whao. preferring paper to value,
foel wealthner with nine $10 bills than with one $100 bili?] Peenle who buyv for non-value reasons
sell for non-value reasons, Their presence in the picture will accentuate erratic price

are aikelv o
swings anrelated to underiving business developments,

We will fry to aveid policies that attract buvers with a short-term focus on our stock price and
trv to foliow pobicies that attract informed long-term investors focusing on business vilues, Just as
vou purchased vour Berkshire shares in a market populated by ratioaal informed investors vou deseove
s chance to sell — should vou ever want to - in the same kind of market. We will work to keep

it In eastenoe.




Oner of the ronies of the stock market i the emphoses on activite, Broke sonsing termes soch os
“marketabilitv™ and “liguadite”, sing the praises of companies with high share taimover fthose who
cannat (il vour pocket will confidenthe B vour varl. Bub investors sionld understand that what is
wood for the croupier is not good for the custorer. A hvperaciive stock market is the pickpocket of
enterprise

For example, consider a tvpical company earning, sav, 120 on equily, Assume a very hich turnover
rate i its shares of 19495, per vear, If a purchase and sale of the stock each exiract conissions of

o, fthe Late may beomuch Sigher on ow-priced stocks) and of the stock trades a! book value. the
[}

awners ol onr hvpothetical company will pav. in eggregate, 2% of the company’s nat worth annually
for the privileae of transterring ownership, This activity does nothing for the earnings of the business.
and means that oo them are lost to the owners throngh the “frictional™ cost of transter. {(And this
calenlation does not count eption trading, which woald increase frictiona! cosis still furtherd

Al that mukes for a4 rather expensive game of musicel chairs. Can vou imagine the agonized oy
thut would arise o covernmental unit were to impose a new 107 8w tax on earnings of corporations
Gr investors? By noarket activily, investors can impose apon thew=elves the equivalent of such @ tax,

Davs when the market trades 100 million shares fand that kind of valume, when over-the-counter
tradhing s mcluded, soredav abnormally lowi are s cuese for owners, not o Blessing — for they mean
that owners aie paving vice as much to chaoge chairs as they are on a S0-million-share aav. I 100-
million-shiare davs persist for @ vear and the average cost on each purchase and sale is 15¢ a share,
the chatr-chanzing fax for investors in aggregate would total about $7.5 hillian - an amount roughiv
el e the combined 1982 prodits of Exxon. Generad Motors, Mobil and Pexaso, the fone largest
campanies it the Vortune 500

These companies had a combined net worth of $75 billion @l vearend 1982 and acconnted for
Gver 120 of both nel aworth and net income of the entire Fortune 500 st Under our assumption
investors, inoaseresale, every vear forfeit all carnings from this stagaering sum of capital merely to
satisty their penchant for “Hnancial Tip-flopping™. In addition, investment management {ees ob over
$2 hillion annually — sums paid for chairchanging advice — requive the forfeiture by investors of
Al varnines of the five Lirgest banking organiz.tions (Citicorp. Bank America. Chase Manhaltan,
Nanuiacturers Hanever and 1P Morgan), These expensive activities may decide who eats the pie,
but they don't enlarge it

(Ve are aware of the piesexpanding argumeat that savs that such activities improve the rationality
of the capital allocation process. We think that this argiment is specious and that. on bhalance.
hvperactive equity markets subvert rational capital allocation ansd act as pie shirinkers. Adamn Smith
et thit all noncolinsive scts in o free market were guided by an invisible hand that led an economy
o ms i proeress: ot view is that casino-tvpe markets and hair-trigeger mvestment managenent
act as an invisible foot that trips up and slows down o forward-moving economy.

Contrast the hvperactive stock with Berkshire, The bid-and-ask spread in oor stock curreatly is
sirout 30 points, or a dittle over 2% Depending on the size of the transaction, the difference bhetween
proceeds received by the seller of Berkshire and cost to the buver may range downward from 4% (in
frading inveiving onlv g few sharest to perbaps 1720 {in laree trades where negetiation can reduce
Doth thee macheb-nrabkers spread and the brokess commission ], Beeause most Berkshire shares are traded
i fairdv faroe traasactions, the spread on all tesding probably does not average more than 2%.
Seane e e turnover in Berkshire stock fexcluding inter-dealer fransations, aifts and beqguesis)
probablv rnnes 30 per vear Thus our owners, in aggregite, are paying poerhaps 6100 of 195 of Berkshire's
marhet vatue annuaily for transfer privileges. By this very rough estimate, that’s 900,000 - not a
v that cost, downgrade the
quality of vur sharcholder population. and encourage @ market price Tess consistently related to intrinsic
Business value. We see no offselting advantages.




Miscellancous
Last vear in this section Tran a smali ad to encourage acquisition candidates. Inour communications
businesses we tell our advertisers that repetition is a Key to results fwitich it is), so we will agein
repeal our acquisition criteria.
We prafer:
(1) large purchases (at least $5 million of after-tax carningst.
12} demonstrated consistent carning power ffuiure projections are of litthe inferest to us, nor
are “turn-around’ situations].
(3} businesses carning gooa refurns on equity while emploving Hitle or no debt.
(1) management in place (we can’l supply ith _
{51 simple Lusinesses (if there's lots of technology, we won't nnderstand it
(651 an offering price (we don't want (o waste our time or that of the seller by lalking. even
prefiminarilv, about a transaction when price is unknownkh

We will not engage in unfriendly takeovers. We can promise complete confidentiality and a very
fast answer - customarily within five minutes — as 1o whether we're interested. We prefer to buy
for cash. but will consider issuance of stock when we receive as much in intrinsic business valae as
we give. We invite potential seliers 1o check us out by contacting peopie with whom we have done
business in the past. For the right business — and the right people -— we can provide a aoad home.

+ . . - 3

About 96.4% of all eligible shares participated in our 1983 shareholder-designated contrib—tons
program. The total contributions made pursuant to this program — disbursed in the early davs of
19e1 but fully expeased in 1983 — were S3.066.501. and 1353 charities were recipients. Although
the response measured by the vercentage of shares participating was extraordinarily aood. the response
measured by the percenlage of holders participating vas not as good. The reason mav well be the
larze number of new sharcholders acquired through the merger and the'r lack of familiarity with the
program. We urge new shareholders to read the description of the program on pages 52-53.

I vou wish (o participate in future programs, we stronglyv urge that vou imimediately make sure

thai vour shares are registered in the octuel owner's name. not ip Uslrecd” or rominee name. Shares
not so registered on September 28, 14984 will not fee oligible for any 1184 pregram.

- - . . B

The Blue Chip/Berkshire merger went off without » hitch. Less than one-tenth of 1% of the shares
of each company voted against the merger. and no requests for apprasal were made, In 1983, we
pained some tax efficiency from the merger and we expect to gain more in the future.

One interesting sidelight to the merger: Berkshire now has 1,146,909 shares outstanding compared
l0 1.147.778 shares at the beginnine of fiscal 1965, the vear present maragencnt assumed responsibility,
For every 1% of the company vou swned ot that time. vou now would own 99%. Thus. all of todav’s
assels — the News, See's, Nebraska Furniture Mart, the Insurance Group. $1.3 billion 1 marketable
slocks. etc. — have been added to the original textiie assets with virtually no net dilution to tae
original owrers,

We are delighted to have the former Blue Chip sharcholders join vs. To aid in vour understanding
of Berkshire Hathawav, we wili be glad to send vou the Compendiam of Letters from the Annual
Reports of 1977-1981. and/or the 1982 Annual report. Direct vour rauest 1o the Company at 1440
Kiowit Plaza, Omaha, Nebraska o813,

Warren I, Buffelt
March 14, 1984 Chairman ol the Board




BERKSHIRE HATHAWAY INC.

Goodwill and its Amortization: The Rules and The Realities

This appendix deals only with cconomic und accounting Gooawill — not the goodwiit of evervday
nsage. For example. @ business may be well Tiked. even foved. by most of its customuers bur possess
no cconomic goodwitl, (AT&T, before the ' ceakup, was generaliv well thought of. but possessed not
4 dimoe of cconomic Goodwilll) And. regrettabiv. o business may be disiiked by its customers but
possess substential, ard qrowing, cconomic Goodwill, So. just for the moment, forget emotions and
focus nnlyv on economics end cccounting,

When a busines is purehased. accounting principles require that the purchase price lirst be assigned
to the fuir vatun of the identifiable assets that are acquired. Frequentiy the sum of the fair vaiues put
on the essets (after the decaction of Habilities) is less than the total purchase price of the business.
I that case the ditference is assigned to an assed account entitled “excess of cost over equily in net

assets acquired™. To avoid constant repetition of this mouthlul, we will substitute “Goodwill”™,

Accounting Goodwill arising from businesses purchased before November 1870 has o special
standing. Excepl ander rare circumstances, it can cemain an asset on the balance sheet as long as
the business hought is reteined. That means no amortization charees to gradually extinguish that asset
necd be made against carnings.

The case is different, however, with purchases made from November 1970 on. When these create
Coodwill, it must be amartized over not more than 40 vears through charges - - of equal amount in
every vear - to the varrings account. Since 40 vears is the maximum period allowed. 20 vears is
what manasements {including us) nsually clect. “This annual charge to carnings is not atlowed as a
1ax deduction and. thus. has an effect on after-tax income that is roughly double that of most other
CNPUNSES.

That's how accounting Goodwill works. To see how it differs from economic reality, let's look at
an example close at hand, We'll round some figures. and greatly oversimplify. to make the example
casior 1o follow. We'll alse mention some bnplications for investors and managers.

Blue Chip Stamps bought See’s early in 1972 for 525 miliien. at which time See's had about 6
mllion of net tangible assets. [Throughout this discussion. accounts receivable will be classified as
tangible assets, a definition proper {or business analvsis.} This level of tangible assets was adequate
1 condhuct the business without use of debt. except for short periods seasonaliv. See's was earning
about $2 million after tax at the time. and such carnings seemed conservatively representative of
feture earning power in constant 1972 dollars.

Thus our first lesson: businesses logically are worth far more thar net tangibie assets when they
can e expected to producs earings on such assets consigerably in excess of market rates of return.
The capitalized value of this excess return is cconomic Goodwill.

i 1972 tand now) relatively fow businesses could Le expected to consistently eamy the 257 after
tax on net tangible asseis that was earned by See’s — doing it. furthermore, with conservative accounting
and no financial leverage. It was not the fair market value of the inventeries. receivables or fixed
assets thai produced the sremium rates of return. Rather it was a combination of intangible assets,
particularly a pervasive favorable reputation with consumers hased upon countless pleazant experiences
thev have had with both product and personnel.

Such o reputation creates a consumer franchise that allows the value of the product to the
purchaser, rether than its produciion cost, to be the maior determinant of selling price. Consumer
franchises are a prime sowce of economic Goodwill. Other sources include gevernmental francnises
not subject 1o probt regulation. such as television stations, and an enduring position as the low cost

producer in an ndustry




et's return to the accounting in the See’s example. 8loe Chip’s purchase of See’s at 517 million
over nel tangible assets required that a Goodwill account of this amount be established as an assel
on Blue Chip's books and that $325.000 be charged o income annually for 10 vears to amertize that
assel. By 1983 after 11 vears of such charges. the $17 million had been reduced to about ST2.0
mitlion. Herkshire, meamwhile, owned 60% of Blue Chip and. therefore. also 60% of See’s. This
ownership meant that Berkshire's balance sheet reflocted 60% of See's Goodwill, or about $7.5 mitlion.

In 1984 Berkshire acquired the rest of Blue Chip in a merger that required purchase accounting
as contrasted to the “pooling™ treatment allowed for some mergers. Under purchase accounting, the
“fair value™ of the shares we gave to {or “paid”) Blue Chip holders had 1o be spread over the net
assets acquired from Blue Chip. This “fair value” was measured. as it almos' always is when public
companies use their shares to make acquisitions. by the market value of the shares given up.

The assets “purchased” consisted of 30% of evervihing ewned by Blue Chip (as noted. Berkshire
already owned the other 60%1 Whit Berkshire “paid™ was more than the net i-dentifiable assets we
received by $51.7 million, and was assignied Lo two pieces of Goodwill: $28.4 miltion to See’s and

s2a.4 million to Buffalo Evening News.

After the merger, therefore, Berkshire was left with a Goodwill asset for See’s that had two
camponents: the 37.5 million remaining from the 1971 purchase, and 528.4 million newly created by
the 07, Cpurchased™ o 10830 Our amorlization charze now will be about $1.0 mithion for the next
28 vears. and $.7 million for the following 12 vears, 2002 through 2013,

In other words. dilferent purchase dates wad prices have given us vastly different asset values
and amoriization charges for two pieces of the same asset. (Ve repeat our usual disclaimer: we have
0o hetter accounting svstem to suggest. The problems to be dealt with are mind boggling and require
arbitrary rules.)

But what are the cconomic realities? One reality is that the amortization charges that have been
deducted as costs in the earnings statement gach vear since acqusition of See’s were not frue economic
costs. We know that because See's last year carned $13 million afte- taxes on about $20 million of
net tangible assets - a performance indicating the existence of economic Goodwill far larger than
the total original cost of our accounting Goodwill In other words, whiie accounting Goodwill regularly
decreased from the moment of purchase. economic Goodwill incressed in irregular but very substantial

fashion.

Another reality is that annual amortization ¢aarges in the future will not correspond Lo cconomic
costs. It is possible. of course. that See's ceonomic Goodwill will disappear. But it won? shrink in
even decrements or anvthing semotely resembling them. What is more likely is that the Goodwill will
increase - incurrent, if not in constant, dollars — because of inflation.

That probability exists becavse true sconomic Goodwill tends te rise in nominal value propurtionally
with inflation. To illustrate how this works, Tet’s contrast a See's kind of business with a more mundane
business. When we purchased See's in 1972, 1t will be recatled, it was earning about $2 million on
sg million of net tangible assets. Let us assume that our hvpothetical mundane business then had $2
miilion of carnings also. but needed $18 million in net tangible assets for normal operations. Earning

€
tal
only 1% on required tangible assets, that mundane business wonld possess littie or no economic

1
i

Goodwill,

A business like that, therefore, might well bave sold for the value of its net tangible assets, or
for €18 million. In contrast, we paid $25 million for Sees, even though it had no more in carnings
and less than half as much in “honest-to-God™ assets. Could less really have been more. as our
purchase price implied? The answer is “ves” — even if both businesses were expected to hove flat
unit volume —- as long as vou anlicipated, as we did in 1972, a world of coniinnous inflation.

To understand whv, imagine the effect that a doubling of the price level would subsequentiy
have on the two businesses. Both would need to double their nominal earnings to 54 miltion to keep

themselves even with inflation. This would seem to be no great trick: just sell the same number of
units at double earlier prices and. assuming profit margins remain unchanged, profits also must double.




But. crucially, 1o bring that about, both businesses probably would heve to doubie their nominal
Jeible assets. since that is the kind of economic requirement that inflation usually
imposes on businesses. both pood and bad. A doubling of dollar sales means correspondingly more
dollars must be emploved immediately in rec sivables and inventories. Dollars emploved in fixed assels
will respond more slowly to inflation, but probably just as surely, And all of this inflation-required
investinent will produce no improvement in rate of return. The motivation for this investment is the
survival of the business, not the prosperity of the owner.

investmen! in net L

Remerber, however, that See's had net tangible assets of onlv $8 miilion. So it would anlv have
had to commit an additicnal $8 million to finance the capital needs imposed by inflation. The mundane
husiness, meanwhile, had a burden over twice as large — a need for $18 million of additional capital.

After the dust had settled, the mundane business. now earning $4 million annually. might still
be worth the value of its tangible assets. or 536 millien. That means its owners would have gained
aniv a doltar of nominal value for every new dollar invested. (This is the same dollar-for-dollar result
they would have achieved if they had added money to a savings account.)

Ser's. however, also earning $4 million. might be warth €50 million if valued fas it logically
would be) on the same basis as it was at the time of our purchase. So it would have vained $25
million in nominal value while the owners were putling ugp onlv $8 million in additional capital —
over §3 of neminal value gained for each $1 invested.

Remember, even so. that the owners of the See’s Lind of business were forced by inflation to anle
up S8 million in additional capitel just to stay even in reai profits. Any unleveraged business that

pequires same net ta nuible assets to operate {and almost all doj is hurt by inflation. Businesses needing

fittle in the way of tangible assets simply are hurt the least

And that fact. of course. has been hard for many people to grasp. For veass the traditional wisdom
e dong on tradition, short on wisdom — held that inflation protection was best provided by businesses
laden with naturat resources, plants and machinerv, or other tangible assets (“In Goods We Trust™}.
It doesn't work that wav, Asset-heavy businesses generally carn low rates of return - rates that often
harely provide enough capital to fund the inflationary needs of the existing business. with nothing
el over for real erowtin for distribution fo owners. or {or acquisition of new businesses.

In contrast. a disproportionate number of the g cat business fortunes built up during the inflationary
vears arose {from ownership of operations that o bined intangibles of lasting value with relatively
minor requirements for tangible assets. In such cas. s varnings have bounded upward in nominal
dollars. and these doflars have been largely available for the acquisition of additional businesses. This
phencmenon has been particularhy evident in the communications business. That business has required
little in the way of tangible investment - - vet ils franchises have eadured. During inflation, Goodwill
i the gift that keeps aiving.

But that statemens applies, naturally, only to true cconomic Goodwill, Spurious accounting Goodwill

and there is pleniv of it around — 1s another matter. When an overexcited management purchases
4 business at a sillv price, the same accounting niceties described carlier are observed. Because it
can't o anvwhere else, the silliness ends up in the Goodwill account. Considering the lack of
managerial discipline that created the account. under such circumstances it might better be lebeled
“NOWHT Whatever the term, the d0-vear ritual tepically is observed and the adrenalin so capitalized
cemains on the books as an “asset” just as if the acguisition had been a sensible one,

- - N

It vou cling to any belief that accounting treatment of Goodwill is the best measure of economic
reafity, T suggest one final iwem to ponder.

Assume a company with $20 per share ol net worth, all tangible assets, Further assume the
company has internaily developed some magnificent consumes franchise, or that i was lortunate
enough to obtain some important television stations by original FOC grant. Therefore, it varns & great

deal on tangible assets, sav §5 per share, or 25%.




With such economics. it might sell for $100 per share or more, and it might we talso bring that
price in a negotiated sale of the eatire business,

Asstume an investor buvs the stock al $100 per share, paving in effect 580 per share for Goodwill
fiust as would a corporate purchaser buving the whole companyi. Should the investor impute a 52
per share amortization charge annually (S80 divided by 40 vears) to calcslale “true” earnings per
share? And. if so. should the new “true™ carnings of $3 per share cause him to rethink his purchase
price?

- -

We believe managers and investors alike should view intangible assets from two perspectives:

(17 'n analysis of operating results — that is. in evaluating the underlving economics of a business
unit — amortization charges should be ignored. What & business can be expected to earn on
unleveraged net tangible assets. excluding any charges against parnings for amortization of
Goodwill, is the best guide to the econemic attractiveness ol the operation. it is also the best
cuide to the current value of the operation’s coonomic Goodwilll

In evaluating the wisdom of business acquisitions, amortization charees should be ignored
also. They should be deducted neither from ecrings nor from the cost of the business. This
means forever viewing purchased Geoduwill at it full cost. Lefore any amortization. Furihermore,
cost should be defined as including the foll intrinsic business value — not just the recorded
accounting value — of all consideration given, irrespective of market prices of the securities
involved at the time of merger and irrespective of whether pooling treatment was aliowed.
For example, what we truly paid in the Blue Chip merger for 40% of the Goodwill of See's
and the News was considerably more than the $51.7 million entered on our books. This
disparity exists because the market value ol the Berkshire shares given up in the merger was
less than their intrinsic business value, which is the value that defines the true cost to us.

Operstions that appear to Le awinners based upon perspective (1] may pale when viewed from
nerspective (210 A good business s not alwavs sood purchase — although it's a good place 1o look
for o,

We will trv 1o acquire businesses that have excellent operating economics weasured by (1) and
that provide reasonable returns measured by (2). Accounting consequences will be totally ignored.

At vearend 1983, net Goodwill on our accounting books totaled $62 million. consisting of the
$79 million vou see stated on the asset side of our balance sheet, and $17 million of negative Goodwill
that is offset against the carrving value of our interest in Mutual Savings and Loean.

We believe net economic Goodwill far exceeds the 862 million accounting number.




Peat, Marwick, Mitcheil & Co.
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Eiewit Plasa Building
MARW ECK 11:!::;'-5:\{}1 dnl:; i"inrn;nm Street

b, Nebraska 68131

The Board of Directors and Stockholders
Berkshire Hathaway Inc.:

We have examined the consolidated balance sheets of Berkshire Hathaway
Inc. and consolidated subsidiaries as of December 31, 1983 and Jaazuary 1,
1983 and the related consolidated statements of earnings and changes in
financial position for each of the years in the three-year perioed ended
December 31, 1983. OQur 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 consolidated
financial statements of Blue Chip Stamps and Wesco Financiazl Corporation
at January 1, 1983 and for each of the years in the two years then ended,
which statements reflect total assete constituting 25 percent at January i,
1983 and total revenues counstituting 49 percent and 47 percent in 1982 and
1981, respectively, of the related consolidated totals. These financial
statements were examined by other auditors whose reports thereon have been
furnished to us and our opimiom expressed hersin, insofar as it relates
to Blue Chip Stamps and Wesco Financial Corporation as of and prior to
January 1, 1983, is based solely upon the report of the other auditors.

In our opinion, based upon our examinations and the report of other
auditors, the aforementioned consclidated financial statements present
fairly the financZal positiocn of Berkshire Hathaway Inc. and comsolidated
subsidiazries at December 31, 1983 and January 1, 1983 and the results of
their operations and the changes in their financial positicn for each of
the yeare in the three-year period ended December 31, 1983, in conformity
with generally accepted accounting principles applied om a consistent
basis, as restated (note 1).

,,Q_M“Q WwM , W-/{éfﬁ’y“ ég

March 16, 1984




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
CONSOLIDATED BALANCE SHFETS
(dollars in thousands|
Dec. 31,
1983

Jun. g
1983

ASSETS
Cish
Investiments, other than investments in affilistes:
Fixed maturities. principally bonds {market value:
Dec, 37,1983 — £204.801: Jan. 1. 1983 — $182.153) ... ...
Marketable equity securities (Notes 4 and 5]
Invested cash, represented by various shorl-term investments
al cost which approximates market

[Restated)

5 7.762
184,330
Y79.024

38,765

Total investments. other than affiliates 515,738

2270114

Investment in Muiual Savings and Lean Association [Note 6) 27,004
Accounts receivable rom customers, agents and others {Note 7] ... 72.813
Inventories [Note §) 37.5106
Real estate, cauipment, furnitine and leasehold improvements, at

cost less allowance for depreciation and amortization (Note 4) 64,744
Goodwill of acquired businesses 79,327
Other assets 48,0841

23758
PLATT0
260039

B30
[ R

57 .44

533,284

LIABILITIES AND STOCKHOLDERS' EQUITY
Losses and loss adjustment expenses 212,706
Uncarned premiums 55,783
Liabitity for unredeemed trading stamps 60.66Y
Mccounts pavable, accruals and other Habilities 58.094
Current income taxes 8511
Deferred income taxes (Note 10) . 194,462
Term debt and other borrowings [Notes 11 and 12) 128,984
Minerity shareholders” interests 17.990

103,477
h8.a14
H0,240
50,552
22,007

149,987

164,947

101,177

737.199

$05.801

Stockholders” equity {(Notes 12,13, and 14):

Common stock of 85 par value, Aothorized al Dec. 310 1983,
LA00GO0 shares, at fJan. 1. 1983, 1,250,000 shares; issued
at Dec, 310 1983, 1,375,184 shares, at lun. 1. 1983, 1.214.283
shares, including shares held 1 treasury

Capitat in excess of par value

Unrealized appreciation of marketable equity securities. net of
provision for deemed applicable income laxes 481.953

358,121
400,432

Retained earnings 513.925
116C. 131

fess conmon stock in treasurve at cost (Dec. 31, 1983, 228,274
shares: Jan. 1, 1983, 227.774 shares) 10,938

768,141

Total stockholders™ equity 119,190

Commilments [Note 15}

51,856,392

See accorrpanying Noles to Consolidated Financial Stalements




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
CONSOLIDATED STATEMENTS OF EARNINGS
{dollars in thousands except per share amounts)
Fiscal Year Ended
___Suiuru'cn' nearest December 31,
1983 1982 1981

Income items: (Restated)  {Restated)
Insurance pramiums earned 152.480 $152.945 $159.013
Sales and service revenues 381.674 306,564 312,105
Interest and dividend income oo . 85.903 58.003 54.035
quity in earnings excluding realized invesiment

gain of Mutual Savings and Loan Association 3,669 3.960 3,081
623.726 521,472 529,234

Cost and expense items:
Insurance losses and loss adjustment expenses 134.109 121,996 103417
Cost of products and services sold 214,352 177.508 193.080
Insurance underwriting expenses oo 52.243 52.508 54114
Seliing, generel and adminisirative expenses 122,023 110.021 101.028
Interest and financing costs . 15,104 14.995 14,656
537.841 477.028 466,300

Farnings from operations including minority
interest in conselidated subsidiaries,

before applicable income taxes and before
realized investment gsin 5.881 b 444 62,934
[ncome taxes applicable to above (Note 16) : 2.524 13.154
41,4920 49,780
Minority interest applicable to above _ 10423 10,057
Carnings before realized investment gain 31,497 39.723
Realized investment gain, net (Note 17) 15,2498 14,877 22,881
Net carnings $ 113463 § 46,374 & 62.604

Average shares outstanding 1.066,709 986,509 986,322

Per share:
Farnings before realized investiment gain § 3183 § 40.27
Nel earnings 106.40 47.01 63.47

See accompanying Notes to Consolidated Financiol Statements




BERKSHIRE HATHAWAY INC.
And Conselidated Subsidiaries
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
{dollars in thousands)

Fiscal Year Ended
Saturdayv neagrest December 31,

1983 1982

14981

Funds provided:

. . estated

From operations: (Restated]
Net earnings
Minority interest in carnings .

$113.493  $406.374
8,801 20.609

(Restated)

S 62.604
13,108

Earnings including minority interest 122,204 66,983

75,712

Charges (credits] not requiring (providing] funds:

Fquity in undistributed earnings of
unconsolidated subsidiaries {3.046) (534

Depreciation and amorlization 7.953 7090

Decrease {increase) in accounts receivable 37.972 {58.756)

Decrease (increase] in invenlories {3.871} 3.063

Increase (decrease) in losses and loss
adjustment expenses

Decrease in unearned premiums

(ncrease (decrease) in liability for unredeemed
trading stamps

Increase {decrease] in liability for income taxes
applicable to earnings

Increase {decrease) o accounts pavable, accruals
and ather Habilities (994 (3.8492)

Other 11,441 (20,110}

19,229
(2,631)

129 (4.022)

(13.817) 7.620

[1.681)
65.5063
222

6018

5,228

£5.553

72,660 (70.887)

7.883

Funds provided from {used in) operations 194,954 {3.904}

Proceeds from issuance of debl, net of expense - 41,400
lssuance of common stock in Blue Chin merger 154.665 —_
Decrease in cash 1,913 -

£3.595

4.241

$351.532 $37.996

S B7.856

Funds used:
Purchase of minority shareholders’ inierest in nel
tangible assets of Blue Chip Stamps $108.987
Purchase of majority interest in net tangible assets of
Nebraska Furniture Mart, Inc.
Goodwill — excess of purchase cost over value of net

35.045

tangible assets acquired 66.6582
Net assets of acquired businesses 210,714 -

Additions to property, plant and equipment, net 6.210 9.229
Repavment of debt 40.963 2,245
Dividends paid to minority stockholders 890 1.210
Cost of net purchases (sales) of investments:
Bonds and other fined maturity securities 18,611 [16,748)
Marketable equity securities 70,424 49.663
118, Treasury bills and short-term obligalions 3,720 {7.865)
Unconsolidated subsidiaries e

5,363
6.677
1.154

18.276
39,237
16,084

45

Met purchase of investments 92.75¢ 25.050

73,642

Increase in cash e 262

$351,532 537,956

S 87.836

See accompanying Noles to Consolidated Financial Statements
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BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31. 1983
(dollars in thousands except per share amounts)

(1) Basis of Consolidation

The accompanying Consolidated Finanaial Statements include the accounts of Berkshire Hathaw v
Ine. fthe “Conipany™ or “Berkshire”) consolidated with accounts of all of its subsidiaries except Muti .
Savings and Loan Association [“Mutual”) and a wholly-owned subsidiary of Mutual. and exce:
certain other subsidiaries in which the Company’s aggregate investment is minor.

The Company at December 31, 198:  wned. beneficiallv, 80.1% of Mutual and Mutual's subsidi.
It accounts for this investment pursuant to the equity metnod of accounting. Accounts of cer:
subsidiaries (Wesco Financial Corporation — hereafter “Wesco™ — 805 % beneficiallv: owned
December 31,1982, and Wesco's subsidiaries other than Mutual and Mutual's subsidiarv) are curren: .
consolidated but were not included on a consolidated basis 1 the Company’s previoushy issuo
Consolidated Financial Statemeants. The accompanving Consolidated Financial Statements Tor Prio:
periods or dates have been restaied to sonform to current consolidation practices. No change in prio:
periods” Net Earnings or Stockholders Fquity results from the restatements. Income items for 1anz
and 1981 as previously raported are roconciled o those reported in the accompanving restistod
Consolidated Statements of Earnines as follows:

1982 981
$479.3491 S478.696

(6.408) (7.120)

4584 57.6558
8521472 $529.234

Consalidated financial position and results reflect those of companies engaged i oa number o
diverse businesses. See Note 20,

(2)  Corporate changes

During 1983, Blue Chip Stamps ("Blue Chip”} was merged with and into the Company. For sever
vears prior to the merger. Berkshire owned approximately 59.69% of Blue Chip’s outstanding share-
In the merger. Berkshire issued shares of its common stock and provided for pavment of cash in i
of issuance of fractional shares “or the 1049, of Blue Chip's outstanding shares not already owne:
by Berkshire. The Company acrounted for the transaction as a purchase of the minority interest
Blue Chip's net assets.

In the merger, subsidiaries of the merged Blue Chip became subsidiaries of Berkshire, directiv
benefictddiv, (o the same extent as previoushv owned by the merged Blue Chip. Thus, Sees Cano-
Shops. Incorporated and the Buffalo Fvening News became whollv-owned by Berkshire, and Weo .
Financial Corporztion and wholly-owned subsidiaries of Wesco became 80.1% beneficially owned 1
Berkshire. Just prior to the mergern. Blue Chip transferred its premotional service business fand 1~
8U.1% ownership of Wesco Financial Corporation) to a newlv formed whollyv-owned subsidiary. At
the merger, such subsidiary adopted the name of its former parent compiny and it continues to operat.-
directly the promotional services business as a whotly-owned subsidiary of Berkshire under the nan.
and stvle of Blue Chip Stamps.

On September 30. 1983, Berkshire purchased tor cash the majority of the outstanding capital stoc L
of Nebraska Furniture Mart, Inc., a corporation engaged in the business of retailing of home furnishino-
Results of operation of the business from the date of purchase are reflected in the accompanvio.
Consolidated Statement of Earnings {for 1983,

The pro forma figures shown in the following table assume that the merger of Blue Chip Stanip
and purchase of majorityv interest in Nebraska Furniture Mart, Inc. took place at the beginning of 1,
periods presented:

14983 1982

Pro forma income items .......... . . $691.962 $613.236

Pro forma net earnings ......... e $120.127 $ 63.692
Pro forima net earnings per share ... e S 104.74 S 55.80

R

%
i
|
i
!




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued]
December 31, 1983
[dollars in thousands)

Sienificant Accounting Policies and Practices

Accounting Period

Accounts of Berkshire and cortain of its subsidiaries are maintained on the basis of a 52-
54 week fiscal vear ending with respect to December 31, For 1983, the accounting period
for See’s candy business consisted of 53 weeks. The calendar vear is the annual accounting
period of the insurance subsidiaries, the newspaper subsidiary and certain other of the

{aj

consolidated companies.

Investments in Securities. Other Than Affiliotes

Investments in obligations with fixed dates of maturity == bonds and redeemable pref-red
stocks — are stated al cost adjusted where appropriate for accretion of discoret or
amortization of premium.

Investments in marketable equity securities held by members of the Inswance Group are
carried at market value. Investments inomarketable equity securities held by Berkshire

and by consolidated subsidiaries which are not members of the Insurance Group are
carried at the lower of aggregate cost or markel.

imventories
Inventories are stated at cost. determined prineipally under the first-in, frst-out ["FIFO™L
or average cost method, but in part under the last-in. first-out (“LIFO™) method.

Real Estate, Equipment, Furniture and Leasehold Improvements

These items of property (including significant betterments and renewals) are carried at cost,
depreciated principally on a straight fine basis over their useful lives estimated at the
date of acquisition. Maintenance. repairs and renewals of a minor nature are generally
charged 1o operations as incurred.

Goodiwill or Negative Goodwill of Acquired Businesses

The difference between purchase cost and the fair value of the
businesses is amortized on a straight line basis over forty vears.

nel assels of acquired

Premium Acquisition Cosls

Cor financial reporting purposes. premium acquisition costs such as conumissions, premium
taxes and a portion of certain other underwriting costs are deferred. subject to ultimate
recoverability: generally estimated on a company by company basis without regard to
anticipated T vestment incomes such deferred costs are charged against financial statement
income in subsequent periods when the related premiums are carned. For statutory
insurance accounting and income tax reporting purposes, premium acquisition cosls are
charged against income when incurred.

Losses and Toss Adjustment Expenses

The Insurance Group provides for losses and loss adjustment expenses for unsettled cases
hased on estimates of ultimate liability with respect to reported cases. plus eslimates of
aggregate Hability with respect to incurred but not reported losses. Estimates of lability
relating to assumed reinsurance are based on loss reports received from the primary
insurers. The liability provision is reduced for amounts recoverable on account of reinsurante
coded: these reductions amounted to $10.115 and $6.620 at December 31, 1983 and 1982,
respeetively,

An azgrecate Hability amounting o $8.182 and $3.566 at December 310 19483 and 1082,

respectively, was additionally established at present value on a contract-by-contract basis

with respect to periodic pavment settiement contract obligations ("Structured Settlements™

of members of the Insurance Group. The range of interest rates used to discount those




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued]
December 31, 1983
tedollars in thousonds!

(3} Significant Accounting Policies and Practices (Continued}
liabilities. for financial reporting purposes. ranged from 10% to 15%%. with a weighted
average of approximately 12%. The specific rate applicable to a given contract is dependent
upon market rates at the inception date of the contract. For statutory insurance accounting
and tax reporting purposes. these labilities were discounted at a rate of 7% as i-rescribed
by regulatory authoriiv,

Additionally at December 31, 1983, an ageregate Hability amounting to $8.055 wis established
with respect to portfolio reinsurance obligations assumed in December. 1982 by National
indemnity Company., a member of the Berkshire Insurance Group. Such amount is el
to the averegate cash consideration received by National Indemnity from unrelated ceding
instrers woaose obligations were assumed. Such consideration was based on estimates of
both the ultimate loss amount, which is limited 1o $13.575. and the timing of loss pavments
wilht respect to the assimed obligations. No income or loss in 1983 was recorded with

respect to these portfolio reinsuranca trensactions,

Incurred losses and loss adjustment expenses in the accompanying Consolidated Statements
of Farnings are net of recoveries of salvage and subrogation collected or in process of
collection in accordance with statutory accounting requirements for insurance companies.
Anv additional amounts that may be recoverable as salvage or on aceount of subrogation.
relating principally to automobile physical damage coverages, are not recognized as thev

are considered immaterial in the agaregate.

Insurance Premiums

insurance premiums are recognized as revenues ratably over the terms of the policies.
Unearned premiums are computed on a monthly or daily pro rata basis and are stated
after deduction for reinsurance placed with reinsurers in the amount of $1.647 and 31,717
at December 31, 1983 and 1982, respectively.

Dividends to policvholders, primarily relating to workers’ compensation coverages. are
seflected in the accompanving statements of earnings as a deduction from earned premiums.
This reduction amounted o $4.955 for 1683, §3.262 for 1982, and $3.534 for 1981.

Stamp Service Accounting

Trading stamp revenues and related redemption costs of Blue Chip Stamps. a consolidated
subsidiary engaged in the promotional services business. are recognized upon issuance
of the trading stamps. A lability for unredeemed trading stamps is maintained baved on
estimates of the future cost of redemption merchandise and service: the estimates are
periodicallv revised to ke into account the effect of changing facts and circumstances
including, among other factors. the probable effects of Blue Chip’s declining volume of
stamp issuance.

Income Taxes

Current income taxes pavable at December 31, 1983 were determined teking into account
that a consolidated Federal income tax retarn will be filed by Berkshire and its subsi Haries.
Blue Chip Stamps and its subsidiaries also filed a consolidated Federal income tax return
for periods up to the merger of Blue Chip into Berkshire.

Deferred or prepaid income taxes are recegnized 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.




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued]
December 31, 1983
{dollars in thousands except per share amounts)

Investments in Marketable Equity Securities
A summary of investment in marketable equity sccurities is as follows:
December 31, 1983

Unrealized Carrving
Cost Gain Market Value

Common stock of:
GEICO Corporation e . $ 47,138 § 351,018 398.156 398,156
General Foods Corporation ..., 168.273 67,215 235488 147,543
. Revnolds Indusiries, Inc. . 260,210 71.620 331.820 302,140
The Washington Post Company 10.628 126,247 136.675 136,875
All athers . . .. 75.877 124,973 200850 197,436
51562._@ , 741,073 $1.303.104 $1.232.150

January 1, 1983

Unrealized Carrving
Cost (Gain Muarked Value

Common stock of:
GEICO Corporation .. L4738 S 262462 S 309.606 S 309,600
General Foods Corporation ... B3.657 21.642 105.299 89,785
R J. Revnolds Indusiries. Inc. . 180,372 21.970 202,342 182,786
The Washinglon Post Company ... 10.628 92.612 103.240 103.240
159.837 135,420 295.257 287,613

$981.622 5 534106 $1.015738  $ 979,024

All others

The 5741073 net excess ol sggregate market value over ageregate cost of marketable equity
securities at December 31, 1983 represented unrealized gains of $741,781 less an unrealized loss
of $706.

(5) Investment in GEICO Corporation

At both December 31, 1983 and Janunary 1. 1983, an investment in common shares of GEICO
Corporation is included in marketable equity securities. The market and balance sheet carrving value
of this investment was $392 156 at December 31. 1983 and $309,600 at January 1, 1983: the cost to
the Company of this investment is 547,138, Although the shares possessed approximate 33%:% of the
voling rights of all GEICO shares outstanding, Berkshire is required by Order of the Superintendent
of Insurance of the District of Columbia, the corporate domicile of GEICO. to maintain an independent
proxy arrangement for voting of these shares. Berkshire is prohibited from secking or causing te change
the independent proxy. Also. under the Order. no officer o1 di~ector of Berkshire. or any affiliate or
subsidiary of Berkshire, is permitted to serve as a director of GEICO. As a result of the Order. which
divests Berkshire of its voting rights with respect to its GEICO holdings, Berkshire does not use the
equity method of accounting for its investment in GEICO.

In September, 1983, in an unusual and non-recurring transaction, Berkshire received and recorded
as dividend income $21 million from GEICO Corporation. This transaction was structured as a
redemption by GEICO of shares of its common stock but to Berkshire it was equivalent to a dividend.
since Berkshire's percentage ownership of GEICO was unchanged. The amount received in this
transaction plus regular quarterly dividends received from GEICO in 1983 represent approximately
524319 of Berkshire’s 1983 consolidated net earnings. cquivalent to $22.80 per average outstanding
Herkshire share. Dividend income from GEICO in 1982 amounted to approximately $3.754, ($3.81 per
Berkshire share), and in 1981 ap.roximateiy $3.218 ($3.26 per Berkshire share).




BERKSHIRE HATHAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued!
December 31. 1983
{dollars in thousands)

(6) Investment in Mutual Savings and Loan Association

Mutual is 80.1% beneficially cwned by Berkshire at December 31, 1983, Until the merger in 1983
of Blue Chip Stamps into the Company (See Note 2). Mutual was for several vears 80.1% beneficially
owned by Blue Chip. The investment in Mutaal of $27.004 and $23.758 at December 31. 1983 and
1982, respectively, represents this 80.1% equity in Mutual's net assets less the unamortized excess of
such equity over cost of the investment. The unamortized excess of equity over original cost was
$17 558 at the end of 1983 and $18.182 al the end of 1982

Summarized linancial information of Mutual is as follows:
December 31
1983 1982

Halanee Sheet Dalo

Cash and marketable securities . S143.461 $112.3049
106,831 123,324
15,944 12.6490

5266,236 5248.328

Loans receivable, net oo
Other assets oo

Liabilities and Sharehoider’s Fquity
Savings accounts®
Other liabilities

S203.284 $167.537

75 28,432
Total labilities 210,831 145,969
Shareholder’s equity, substantialiv restricted 55,05 52.359
$266.236 $248.328

“Included in Mutual's liability for savings accounts is 515.025 at December 31, 1983 and $15.008 at
December 31, 1982, representing an account maintained for Wesco Financial Corporation, Mutual™

parent compeny.

Earnings Stalement Dala 1983 1982 1981

522,741 $23.360 $24,945
5 3.047 $ 910 S 3.457

Total revenues

Net income

(7] Receivables
Accounts receivable from customers. agents and others were made up of the following:

Dec. 31, Jan. 1.,
1983 1983

Trade accounts receivable, net of allowances for

doubtful accounts . . . e - $42,390 22.082
Agents’ balances and premiums in ¢ . 20,856 20,569
Reinsurance recoverable on loss pavments oo 324 659
Investment income due and accrued . . . 9,014 5,926
Amounts due from sales of securities . L 229 64,534

Total receivables oL . . . $113.770




BERKSHIRE HATIIAWAY INC.
And Consolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
December 31, 1983
(dollars in thousands)

{8) Inventories
Inventories of the various cnnmlld'ﬂvd husinesses at the end of the current and prior vear were

as follows:
e, 31, Jan. 1.

1983 1983
S 5.724 S 5616

Candy business e ..
Re ailing of home |urm=;hlng.=; I 7.90644
Ritailing of apparel .. 5.850 3.802
Steel service business 6.893 5.3649
Textile business . 5,424 4,355
Other oo R . e 5,661 4,897
$37.516 526,039

The carrving amounts for inventories determined under the LIFO method were approximately
£7.078 and $7.348 less than their agaregite replacement cost al vear-end 1983 and 1982 respectivelv.
(3} Real Estate, Equipment, Furniture and Leasehold Improvements

The composition of propertv, plant and equipment. on a consolidated basis, at the end of the

past two vears is shown below:
Dec. 31. Jan.

14983 1883
7,486 S 6,309
lhnhlm;.,s e 37.758 20437
Machinery and (‘qmplm'nt e 61.236 59,375
Furniture. fixtures and leasehold improvements . 30.720 26.004
137,200 121,130
Less accumulated depreciation and amortization . . ___b7.451 58,110
69,749 S 63.020

Land .

(10) Beferred Income Taxes
The labilitv for deferred income taxes reflected in the Consolidated Balance Sheets includes

$188.071 at December 31, 1983, and $139.270 at January 1, 1983 relaling to unrealized appreciation
included in carrving value of marketable equity securities. The remainder of this liability relates to
items of income and deductions that are recognized for finuncial reporting purposes in time periods
that differ from: those in which they are recognized for income tax reporling purposes.

(11} Revolving Credit and Term Loan Agreements

In 1982, Berkshire and Blue Chip cach entered into a Revolving Credit and Term Loan Agreement
which provided for loans of up to $50 million to each during the revolving term period of the
Agreements. In May 1983, the Agreements were terminated without penalty: thereafter in 1923 neither
Berkshire nor its subsidiaries had outstanding bank borrowings.

In February, 1984, Berkshire entered into new Revolving Credit and Term Loan Agreements with
banks. The revolving credit period under the new Agreements extends to fanuary 31, 1887, During
this period, the banks will make loans lo Berkshire, at Berkshire's request, aggregating up to 3173
mithion outstanding. For borrowings during the revolving credit period, Berkshire will pay interest at
not moere than the respective bank's prime rate. For unused portions of the commitments, Berkshire
will quarterly pay fees at the per annum rate of ¥4 of 1%, Anyv borrowings outstanding under the
Agreements al January 31, 1987 will be repavable in sixteen equal quarterly installments commencing
April 30, 1287, Berkshire may borrow specified amounts within the aggregate limits of the Agreeinznts
for a specified term of up lo one vear at fixed interest rates. Subject to the expiration of the term




BERKSHIRE HATHAWAY INC.
And Consuolidated Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {Continued]
December 31, 1483
(doliars in thousonds)

(11) Revolving Credit and Term Loan Agreements {Continued)
periods with respect 1o any such borrowings. e kshire mav at any time, without penalty. terminate
the Agreements apon repayvment of borrowiras thereunder.

The Agreements provide for optional termination by either bank of its commitment and require
repavinent of borrowings thereunder in twelve equal quarterly installments if Warren E. Buffeti ceases
10 act os chairman and the chief executive officer of the Company or if total borrowings of the Company
and its consclidated subsidiaries exceeds a formula amount, generally 35% of Ca pitalization as defined.

(12) Term Debl Payable and Other Rorrowings

Consolidated term debt and other borrewings were as follows:
Dec. 31, fan 1.

1483 18983

Berkshire:

8% Senior Noles maturing through March 1, 1993
at §1.147% annualiv L. "

G40, Senior Notes maturing Maich
March 1, 1993 al $777 annuaily .

12050, debentures maturing from August 1. 1991 through
August 1. 2005 at $4.004 annually

aon debentures due 1985, with 1% additional participating
interest contingently pavable

Other notes and debentures maturing through 1992
in varving annual installments. with interest
at rates varving from 7% (o 9%

S 14.285 S 15,828
7.000 7.000
60000 650,000

6.600 6.600

1,560 1.829
89,443 90,857

Consolidated Subsidiaries:
10V notes maturing in june. 1891
9.0 note. secured by land, building and assignment of leases.
due in monthly installments through March, 20067 . . 5.166
Notes maturing through 2006 in varving installments. with interest
al rates varving from 6% lo 15% ... 9,373 49,862
Total conselidated term debt ... . . 128,984 130,947
Berkshire — revolving credit agreement borrowings — 39,000
$128.984  $169.947

25.000 25.000

5,228

Berkshire's Senior Note Agreemsents include Hmiting terms relating to sales of assets, mergers and
consolidations, and allow the notcholders to demand prepayment at par within 60 davs of notice
thatl. during the lifetime of Warren E. Buffett. his ownership of stock of the Company, together with
that of certain family affiliates. has decreased fo less than 15% of the Company’s outstanding capital
stock. Among the covenants of Berkshire’s varicus borrowing agreements, the Senior Note Agreements
include the most limiting of provisions restricting retained earnings. Thereunder, retained earnings of
approximately $146 million as of December 31, 1983 were free of restriction. the balance is res'ricted.

Principal pavments on term debt outstanding at December 31. 1983 are required during the
succeeding five vears as follows:

.51.916
9.287
2,816
2,740
2,808

14985
1986
1987
1988
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(13} Stockholders’ Equily Accounts
Changes in Stockholders’ Equity accounts during the most recent three years were as follows:
Net Unreadized Fertatined Trasury
Appieciation Eornings Stock
Balance at January 3, 1981 . S$145.010 S291.4454 540,808
Increase during 1987 in unrealized appreciation included
i carrving value of marketable equity securities ... 85,368
Income taxes deemed applicable to above e (23.903)
Net carnings 1981 ...
Vialue of 450 treasury shares reissued in 1981

652,604

196,175 354.058

Balance at Januarvy 2, 1982 ... o
Cncrease during 1982 in unrealized appreciation includer

in carrving vithue of marketable equity securities 224,504
Income taxes deemed applicable to above . (6H2.863)
Net sarnings 1982 ... . o
Batance at Januery 1 1983 358,121 H00,432 0,658

46,374

fnercase during 1983 in unrealized appreciation inciuded

in carrving vaiue of marketable equity securitios 172,633
Income taxes deemed applicable to above {48.801)
Net carnings 1983 .
Value of 500 treasury shares acquired in |
Balance al December 31, 1983 e . S481,953 8513925 $40.938

113,493
280

Al December 31, 1983, 225.988 shares of the Company's issued common stock were held by the
Company. and 2.286 shares were held by two insurance subsidiaries ol the Company,

On July 28, 1983, Berkshire increased by $805 its issued common stock when it exchanged 160560
shares of its %5 par value shares for the 30.4% in Blue Chip’s net assets that it did not already own.
Additionaliv in recording this transaction $153.860 was credited to capital in excess of par value.

{14) Dividend Restrictions — Insurance Subsidiaries

Paviments of dividends by Insurance Group members are restricted by insurance statutes and
regulations. (o the extent that not more than approximately $104 million could be paid to the Company
in 1984 by insurance subsidiaries of the Company. without prior regulatory approvals.

(15} Lease Commitments

Berkshire's retailing subsidiary, Associated Retail Stores, Inc. occupies rea' property which is
subject to @ 15 vear lease commitment to the New York State Industirial Development Agency: the
commitment bas been capitafized in the accompanying consolidated financial statements. Additionally,
Berkshire and subsidiaries of Berkshire have significant commitments outstanding with respect to real
estate occupied under agreements classified as operating leases, minimum rentals under which were
as Tollows at December 31, 1983:

Year
1484
1485
1086

S 7753
6.710
5.626
4,761
1,001

12.074

1488
Thereafter ... . . . .

Towa! rental expense. including cquipment rentals, charged to consclidated carnings was $12.477

for 1983, $12.809 for 1982, and $10.219 for 1981: such figures include contingent real estate rentals
i excess of stated minimums amounting to $3.412 for 1983, $3,265 for 1982, .~d $3.071 for 1981.

30
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{16) Income Taxes

The consolidated statements of carnings reliects charges for income taxes applicable to eperating

earnings and to realized investment suin as shown below.

Applicable income texes

1583 1982

1981

Applicable to

Operating earinings
Realized investment gain of consolidated companies 20,198
Realized invest aent loss — Mutuai Savings — {80

S 30.851 516,178

$ 10.333 3 2524
13,734

S 13054
11,450

S 24.604

These faxes are comprised of:

Federal $ 26.826 $11.854

3.920 4,203
165 31
S 30.851 516,178

136
S 24.604

Charges for income taxes are reconciled in the table which foliows to hvpothetical amounts
5 Vi

computed at the Federal statutory rate.
1983 1982

1681

Net carnings including minority interest,

before applicable income taxes 5831617

$100.3:8

HQyvpothetical 2 nounts applicable to above
computed at the Federal statutory rate {369 $38.254
Decreases, resulting from:
Tax-exempl interest income
5% dividends received credit
Rate differential relating to realized
investment gains
State ircome taxes, less Federal income
tax benefit o
Net ather differences

(3.722)
(13.873)

[5.384)

2,117 2,619
260 (1.716)

5 46,145

{3.190)
{12.828)

(5.736)

1.591
[1.378)

S 30,851 Si6.178

$ 24.604

"Pre-tax net cernings for 1982 includes a realized investment loss of $2.426 of Mutual.

For each of the past three years, the net change in prepaidi/deferred taxes applicable to earnings
was insubstantial so that total income laxes as shown above essentiallv represent current income tax

eXpense.
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(17} Realized investment Gain
A summary of net realized investment gam or pach of the past three vears is presented in the

following table:
19473 1982 1981

Pre-tax net gain tealized by consolidated companies $67.260  S41.143 0 $37.382
Applicanle inco pe taxes {20,498} (13,7341 [11.-50)
Applicable minorily interest 454 13.051)
15.4955 22.881

Equity in net realized loss of Mutua! Savings and Loen
Association. an unconsolidated subsidiary [1.0787  —

Realized iovestment gain, net . . 5. S14.877

of GNMA backed real estate mortgage certificates. The Company’s equity m such loss (net of applicable
minority interests and income taxesj wis approximately 51.078.

In February 1982, Mutual Savings and Loan Association sustained a loss of $2.426 on the sale

The cost of securities sold is usually determined on a fisst-in, first-out basis: occasionally, when
specific identification of securities sold results in lower applicable income tax. identitied cost is used.

{18) Pension Plans

Emplovees of Berkshire and its consolidated subsidiaries who meet certain eligibility requirements
are covered under either emplover-sponsored or union-sponsored pension plans. Total pension expense
charged o consoldiated carnings was $2.362 for 196873, 2646 {or 1982 and $2.547 for 1981, which
inciudes. as to certain of the plans. amaertization of prior service costs over a d0-vear period. Berkshire
and its subsidiaries generally fund pension costs as accrued,

The latest actuarial evaluations of emplover-sponsored defined benefit plans of the Company and
its consolideied subsidiaries were last performed as of various dates from January 1. 1981 to june 1,
1983, The actuarizl present values dotermined for accunlated benefits, using interest assumptions
ranging from 6% to 10%. segregated as between overfunded and underfunded plans, together with
assets available for benefits as of that date, are presented in the following tab.e.
Overfunded Underfuaded
plans - ;:I.ms
Actuarial present value of accumulated benefits:
Vested ... . . 516,403 $13.597
Not vested e 1.059 683

Tatal .. e $17.462 514280

Assets available for benefits . e $25,980 §12.109
e e ———
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(19) Quarterly Data
A summary of earnings by quarter for the past two vears is presented in the following table. This

information is unaudited.

ist 2nd drd 4th
13 Quarter Quarter  Quarter™  Quarter™
Income items §130.875 $138.0349 "§:[__4-1.32_li_ 5210486

Farnings before realized investment gain . 9.254 27.885 22.502
Realized investment gain 10,120 11.326 2,914
Net earnings S 19.5374 S 24492 $ 39.211 L 25416

Per averaze outstanding share:
Farnings before realized investment aiin S 9.38 S 8.67 S 241 19.62

Nel earnings ... 29.90 3419 22.16

Income items 443 126,337 $110,005 $166.787
Earnings before realized investment gain =: . 3508 12.562
Realized investment gain (loss] o e Y 1477 11426
Net earnings § 1521 5 9. § 7.085 S 23.888

Per average oulstanding sirare:
Farnings before realized investment gain - $ 356 S
Net carnings 4.54 - .04

tal Revenues of $21.000 and eurnings of §19.551 in the third quarter of 1983 reflect dividend income
recorded by Berkshire ina GEICO Corporation share redemption transacticn [See Note 3. Per share
ligures for the 1983 3rd quarter include 517.05 representing such dividend income.

1 Cgndy business revenues and ecarnings are significontly higher in the fourth quarter of the vear
compared o ecrlier quarters. More than nalt of See's Candies annual sales are normally recorded
in the fourth quarter. Newspaper revenues and earnings also peak in e fourth quarter of the veer.
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{20} Business Segmeni Data
The tables below reflect data for each of the three maest recent fiscal vears. broken down as to

business segments.

Revenues
1983 14982 1981

Insurance $217.729 5194.736 $198.032
Candy 133.616 122.770 112,794
Newspaper 90,161 63.630 31,669
Steel service center 16,266 37483 16,521
Retailing of apparel 41,997 426509 44,239
Rewiling of home furnishings 28.910 -
Textiles . 26,611 21,755 30.389
Revenues not identified with segments 38,436 37,489 42590

5623.726 $521.472 $5249.234

Operating Profit Before Taxes
183 1982 1981
530,938 S 20.062 5 40,201
26.6497 25410 20517
182,039 [1.244) [1.246)
3.241 N3 3.222
HAY 914 1.763

Insurance
Candy
Newspapuer
Steel service cenler
Retailing ot apparel
Retailing of home furnishings 3.642 - -
Textiles {(100) (1.545) (2.669)
Pre-tax operating profits not identified

with segments 1.
Corporate expenses (1.

173 19,227 18,615
2) {1.227) [1.129)
Shareholder designated contributions (3.066) (891) (1.784)

INLerest EXPENSE .o 115,104} [14,995) [14.656]
S B5.885 S 4444 S 62,934

Amounts are stated before deduction of anv applicable minority interest. Charges or credits for
depreciation and amortization of tangible and intangibre assets have been taken into account. See
blow Ruealized investment gains are not reflected.

Capital Expeaditures
1982 1981
nsurance g4z 615
Candv 3 2,711 3,528
2,931 335
315 577
2.588 J98
720 859
358 647
§ 9,965 S 6.989

Newspaper

Steel service canter
Retailing of apparel
Textiles

Other

Excludes expenditures which were part of business acquisitions.
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{20) Business Segment Data (Coni.: cedi
Depreciation and Amortization of Tangible Assets
1983 o 1482
651
2,087
2,354
Hh1d
248

Insurance

Candv

Newspaper

Steel service center

Retaiting of apparel

Retailing of home furmshings
Textiles

610
528

7,082

Amortization of Intang sle Assels

1983 1982 1961

5 714 5 144 $ KRA!

Newspaper 314 24 24

Retailing of home furpishings
Mulual

(624) 1624)
(151) g (151]

1dentifiable Assels at Year-End
14983 1982 1981

fdentified with segments:
Insuratice $1.322.160 $1.059.670 825.635

Candv — tangible assets 27.027 28757 27.365
poondwill 35472 12.802 13,246
32,8495
— goodwill 21,506 930 957
Steel service center 17.672 15.337 16.285
Retailing of apparel 13,435 16.002 12.830
Retailing of nome furnishings
—— tangible assets
— woodwill
Textiles

Newspaper - langible assels 37.620 37,703

12.878
90.261
1,274,340

Not identified with seaments:
Investment in unconsolidated subsidiaries 27, 24,085
Corporate cash and marketable securities

of parent and non-msurance subsidiaries

19.068

234,879 204,748
§1.513.284 $1.199.837
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{20} Business Segmen! Data [(Continued)

Revenues of the Insarance Segment

1983 1982

1981

Premiums written

$149.849 $149.091

5148.000

Premiums earned:
Specialized auto and general liability
Worker's Compensation*®
Reinsurance
Home State multiple 'ines
Structured settlements and
portfolio reinsuaranc

69.026
15,951
27,4048
47.552

68,14
18,8448
26,689
35,328

3.266 3.008

73177
18,193
29,4406
48,1497

Total premiums earned
Fl'l\.'l!.‘i[ll‘.l:!ilf income

$217.729

152.945
41.791

152,480
65 249

159,013
J9.014

51947306

S198.0432

“Worker's Compensation coverage written by the Home State Compenies. as part of therr multiple
fine business. is net disageregated from their total carned premiums.

Insurance Segment Operating Profit Before Taxes

83 1942

14l

Underwriting gain {lossh:
Specialized auto and general Hability
Worker's Compensation
Reinsurance
Fome State multiple lines
Structured settlements and

SM12.647)
2658

(7.524)

(3.949)

${1-4.880)
(1.091)
(8.387)
(8.834)

(680} (96}

S 3.020
2,822
{3.720)
(641}

portfolio reimsurance
Total undeiwriting gain {loss)
Net investment income

(33.872)
654,810

- 1.558)
41.620

1478
38.823

$ 30.93¢ 5 20.062

$40.301

Portfolio reinsurance obligations were first assumed near the end of 1983 and no gain or loss
from the transactions was recorded in anv of U e past three vears.




BERKSHIRE HATHAWAY INC.
PARENT COMPANY ONLY — SUMMARIZED FINANCIAL STATEMENTS
(dollars in thousands)

These summarized financial statements should be read in corjunction with the Consolidated
Financial Statements of Berkshire Hathaway Inc. and consolidated subsidiaries and the notes thereto,
presented elsewhere herein.

Balance Sheets
Dec. 31. Jan. 1.
1983 19483

4442 S 280

Assels

Cash and invested cash
investment in marketable equity sccurities at cost
(market: Dec. 31, 1983 — $188.056: Jan. 1, 1983 — S68.893) 1394976 59,570
Investment in subsidiaries {including unrealized appreciation of
marketable equily securities owned by insurance sudsidiaries.
net of taxes, amounting to $481.953 at Dec. 31, 1983 and
$358.121 &l Jan. 1, 1983) 1.062.645 793612
Accounts recaivable and inventories of parent
companv’s fexiile business
Other assels

10,639 Bl
1.821 .46
$51.221.023 S868.274

Liabilities and Stockholders' Equity
Accounts pavable and acerued expenses . S 10291 5
Term debt and other borrowings H9.445 1249.857
Current and deferred income taxes 2,094 4,352
101.830 10,7491
Stockholders” equity [See Consolidated Balance Sheets) 1,119,193 727485
$1,221.023  5B68.274

0,582

Stalements of Earnings
1983 1982 1981

Income items:
From subsidiarnes:
Interest S 347 5 440
Dividends ... I SRR 105,414 12.139
Uindisiributed earnings 4.000 449235
109.761
Interest and dividends — other investmenis 7.736
Gross profit from textile products sales 1,992
Other income . 5.205
Income tax credit 6,352
131.046  _ 61.683

Cost and expense items:
Administrative and selling expenses
of textile business . 2,147 2,486
Corporate adininistration” 4,358 2.005 2.57¢
Interest expense 11068 10818 10,741
17,553 15.304 16013
wet earnings S$113.4493 546,374 S52.604

*Corperate administralion costs include contributions pursuant to shareholder designated contributions

program.




BERKSHIRE HATHAWAY INC.
BUSINESS ACTIVITIES OF THE COMPANY AND ITS SUBSIDIARIES
December 31, 1984

(a} Underwriting of Property and Casuaslty Insurance. The insurance business is conducted through
ceveral whollv-owned subsidiaries referred to throughout this report as the “Insurance Group'™. National
Indemnity Company and National Fire and Marine Insurance Company, companion carriers sharng
a home office in Omaha, Nebraska and specializing in non-standard sutomobile and general Hability
insurance, are principal insurance subsidiaries of the Company. A reinsurance operation is conducted
through National Indemnity and through Columbia Insurance Company, a Nebraska domiciled insurer.
“Home state”™ multiple line property and casualiv insurance operations are conducted through subsidiaries
formed for that purpose in Colorade. Kansas and Nebraska. Underwriting operations of o similar
vompany in Texas were discontinued in 1983, following discontinuance in 1982 of underwriting
aetivities of @ Minnesota home state subsidiary. Three subsidiaries of Berkshire specialize in underwriting
of worker's compensation insurance: Cyvoress Insurance Conpany. Pasadena. California, Redwood Fire
and Casualty Insurance Company. Los Angeles. California and Southern Casualty Insurance Company.,
Alexandria. Louisiana. Home and Automobile Insurance Company. another subsidiary member of the
Insurance Group. for several vears underwrote non-standard autom oile and general Hability insurance
principaliv in the Chicago arca. Because of highly unfavorable results from such business. its underwriting
activities swere substantially curtailed Ty 1983,

The insurance business generates significant amounts of investment income. both from capital
funds comnutted fo the vperations and from policyholders” funds derived from unearned premiums
and foss reserves,

(b} The Candy Business. Sce's Candy Shops. Incorporated became whollv-owned by Berkshire in
1983 through the merger of Blue Chip Stamps. See's produces boxed chocolates and other confectionary
products of high quality in two large Kitchen facilities in California. See's is believed te be one of
the loreest candy manutacturers distributing at retatl through its own chain ot stores. [ now has 207
petail shops in thirteen western an midwestern stites including Hawaii: additionallv, it operates lour
guantite order centers,

A sienmificant degree of seasonality edists in this business. About 50% of each vear's candyv sales

is generated during the Thanksgiving-Christmas season, when high shop volume is augmented by
quantity sales at reduced prices 1o businesses and other organizations.

(¢) The Newspaper Business. This business is operated by the Buffalo Evening News, Inc. The
assats of the entity were purchased by Blue Chip Stamps in April 1977, It then published in Buffalu.
New York, 2o eveaing and Saturdav edition of its newspaper. In October, 1977 it introduced a Sundav
edition. whereupon it became a defendant in quite costly and prolonged lit"gation brought by its
principal competitor. The competitor ceased publication in September, 1982, whercupon the News
began publishing o morning edition Later in September. 1982, the fitigation was dismissed with
orejudice pursuant to a stipulation of the parties. The newspaper is now the only dailv newspaper
serving the entire Buffalo metropolitan area. In February, 1984, it ranked 22nd among the nations
daily newspapers in aaiiv circulation.

The News was 59.6% beneficially owned by the Company through July 28, 1983. As a result of
the Companv’s merger with Blue Chip Stamps. it 15 now 100% owned by the Compeny.

. - - L] *

Berkshire's executive offices are in Omaha, Nebraska. Berkshite owns and operates directly a
tes e weaving mill together with varn prepation equipment in New Bedford. Massachusetts. Operation
of the textile business by the Company or its predecessors dates back to 1888, Berkshire is also directly
engageid, to a lmited extent, in the manufacture and sale of branded K&WT) chemical products used
in the automotive after-market. This business operates from Los Angeles. California and Bloomington,
indiana.




BERKSHIRE HATHAWAY INC.
BUSINESS ACTIVITIES OF THE COMPANY AND I'TS SUBSIDIARIES (Coniinued]

RBerkshire owns o numl or of other subsidiarios engaged in various business activities as described
Biloaw,

(i) Associated Retail Stores, Inc. 100% owned, aperates o chain of retadl stores through which
it sells populirly priced women's and. in a number of stores, children’s apparel. Associated’s executive.
purchasing and administrative offices, tozether with its central distribution unit sre located in Long
Island Citv. New York. It operated 90 retailing outlets at March 1. 19840 in eleven midwest and
northeastern states.

(it} Nehraska Furniture Mart, Inc., 969 ownership of which was acquired by Berkshire on
September 300 1983, sells at retail furnizare. carpeting, applionces, televisions and hedding, its store
in Cmaha, Nebraska is belicved by Berkshire management to be the largest single furniture retail store
in the United States, It has sizeoble warchousing facilities near its retail outlet permitting it to serve
a trade area within a radivs o0 ahoul 306 miles from Omaha, Local consumer preference studies
indicate Nebraska Furniture Mart to be the Teading retailer of its products in its markeling area.

{iii) Blue Chip Stamps. Los Angeles, California, 1009 owned at December 31, 19830 was tormed
i L9sd to continue the promotionst services business which had for manv vears been operated by
the 59.6% awned company of the same name that was merged into Berkshive in i9a,

(iv) Wesco Financial Corporation. 80.1% beneficially owned at Decembor 31,0 1983, owns
business block in downtown Pasadena. California swehich is improved with a nine-story office building
having approximaleiv 124000 square feet of net rentable area, four commercial store buildings and
d multi-story garage. Approximately 22,000 square feet of space in the office building are used by
Wesco as its headquariors or feased to Mutual Savings and Loon Association. whollv-owned by Wesco.
The rest of the property is leased to outside parties. Wesco owns, in addition to Mutual, 100%, o
Precision Steel Warehouse, Inc,

The merged Blue Chip Stamps owned a controlling interest in Wesco from 1973, Its 80,17
ownership interest extended from Januar., 1977, Thus, for several vears prior to the merger, Berkshire's
beneficial ownership of Wesco amounted to about 47.79%, since Berkshire in those vears owned 59.6%
of the mereed Blue Chip. The Companyvs merger of Blue Chip resulted in the increase to 80.1% of
its heneficial ownership of Wesco.

(v] Precision Stee! Warehouse, Inc., as indicated above, is directlv owned by Wesco Financial
Corporation. [ engaves i metal service center business, operating a service center in Franklin Park.
iinois and another in Charlotte, North Carolina It purchases cold rolled products which are processed
to industrial customers” specifications. Through o subsidiary, iU also processes and distributes ool
room specialty items to idustrial markets,

(vi) Mbrtual Savings and Loan Association, wholiv-owned by Wesco and thus 80017 beneficially
owned by the Company at December 31, 1983, is a California chartered savings and loan company.
Berkshire accounts for s ownership of Mutual on an equity basis in the accompanving financial
statements, Mutual operates from its Pasadena headquoaters office and a satellite office in a shopping

mal across the street,

The company and ils subsidiaries emploved approximately 4,500 persons on a Tall time basis at
December 31, 19683




BERKSHIRE HATHAWAY INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations
Berkshire's operations wre divemse For purposes of ikis dizcussion. results are disaggregated to
permit separate discussion of the  ore significant sources.
Consolidated after-tax earnings for the past three veers are suminarized by principal source as
follows: .
Net After-Tax Earnings [Loss)
000s Omilted
1943 1982 19481
S (18.400) 5(11.345) S Tus
11.498 6,470 5,466
8.518 (255) (359)
72.892 43,784 40345
[7.346) {6.951) [6.671}
1.033 (211} 143
68,1495 & 31497 539,723
45,298 14,877 22,861

Noip oearnings .. .. .. . 5113.493 046,374 S62.604

Insurance underwriting

Candy business

Newspaper business .

Interest and dividend income ...,
Interest and Anancing cosls

Other operating Hems, net

Fomnings before realized investment gains
Realized ir.ostment gain, nel o

Insurance underwriting
A summary of the combined underwriting resulis of the several propertvicasualty insurance
company members of the Insurance Group is presented below. on the basis of generally accepted
accounting principles ("CAAPT). for the past three vears, with dollars in thousands:
1983 - 1982 19481
Amouni Yo Amouni %o Amount

Promivms writien s 5149849 XX RN $148.000

Premiums varned ... 152,480 ) 152,945 100.0 159.013
Losses and loss expenses ... . 134109 121,996 79.8 103,417
Underwriling expenses ... 52.243 e 52,507 34.3

16352 P 174503 11401

Underwriting gain {loss) - pre-tax (33.872 (1 558)
Applicable income taxes 15,472 10,213

ot

After-tax earings (loss)

The percentage figure shown in the above table representing the ratio of total losses and expenses
to premiums carned (hereafter, the "loss and expense ratic”™) is an indicator of underwriting profitabitity.
The figure is comparable but not identical to the “combined ratio” that is computed for companies
in the industry based on data assembled for statutery reporting purposes. Of course. underwriiing
results are profitable to the extent that the ratio s less than 100% and unprofitable to the extent that

the ralio exceeds 100%.

In 1963, Berkshire discentinued the underwriting activities of a Texas home-swate insurance
subsidiary and sigrificantly curtailed such activities o Hoeme and Automobile Insurance Company.
i 1882, the underwriting wotivities of a Minnesola home state cperation were discontinued although
some of its policies remained jn force ma run off conditior in 1982, These three subsidiaries generated
aggregate pre-tax underwriting losses approximating $13.7 million in 1863 $8.5 miilion in 1982 and
$1.7 million in 1981. The loss and expense ratios in the aggregate for the three operations were 162.5%
for 1983, 131.4% ‘or 1882 and 107.3% for Of course. these figures had significant impact on
e total figures for the Group presented abo...

Berkshire reinsurance operations were hurl in both 1983 and 1982 bv weather related losses. The
loss and expense ratios were 131.2% for 1983, 127.5% for 1982 and 112.6% for 1981, on earned
premiuwms of $27-28 mil.ron per year.




BERKSHIRE HATHAWAY INC.
MANAGEMENT'S DISCUSSION (Continuid]

Farned prenuams by Berkshire's continuing insurisnee operations. of her than reinsuranee operations,

were approvimanely $101 millior in 1983, substantialiv unchanged from the preceding two vears, The
corresponding luss and expense ratio from this business was T11.5% for 1983, up from 105.8%, for

TO82 and 9300, tor 1981,

For several vears, price competition has heen intense in the property casually insurance industry.
its nesative effect on industry profits is more pervasive and thus increases as its duration extends.
Berkshire's insurance subsidiaries gonerathy do not command market position or possess marketing
technigues that ailow them to obtain prices higher than thase obtained by compelitors. Price cutting
i the industry does not appear to be abating to any significant degree, so there is little reason to
anticipate improved underwriting results during the near term for Berkshire's continuing insurance

aperations.

Loss Heserve Development

The liabilitv of the Insurance Group for unpaid losses and loss adjustment expenses refiects
pstimates of the vaive of unpaid claims {for loss occurrences preceding the valuation date. Such uinaid
Clains include those for Josses which have been reparted to the insurer as well as those for Tosses
which the tnsurer has not vet heard about {incuried but not reported  or TIINRTL Ustination crror
is inherent in the process of e-tablishing the Hability amount. A technique for measuring ihe dearee
of estimation error in the stated Tability is termed “development™ of the reserves. The following table
wels forth a une-vear development . which comparison is made of (1) the Hability for losses and
foss adjustment expenses as estabbished for Berkshires lsurarce Group at the end of the vears indicated
to (21 such labilinv as developed one vear later, with dollars in thousands:

Liabilitv for losses and
foss adjustment expenses One vear deveiopment

[cost] or savings

As eatablished at As developed
~ December 31 one vear later S “
S193.477 197,485 {1.008) [2.1%)
190,970 193,566 [2.506) {14
199,128 1904974 8.149 410

Flares in the column headed A developed one veer later” represent the Habilities that would
e been established at the end of the indicated vears if management had known then all of the
information with respect to such labilities that came to light in the succesding vear. I the financial
statements, the development of reserves affects the statements of carnings in that development savings
are deducted from losses incurred, or developments costs are added o losses incurred. in the period
in which the developments are recognized. Thus, Josses and loss expenses incurred of S144.109.000
for 1983 axs reflected in the table of earnings of the Insurance Group herelofore presented include
$4.006.000 adverse development of pre-1987 fosses. For 1982, stated losses and loss expenses incurred
smonnting to $121.896.000 included $2.596.000 adverse development of pre-1982 losses. and 1981
Tosses and loss expenses incurred as stated in the table amounting to $163.417.000 is net of $8.149.000
favorable development of pre-1981 losses,

While 4 one vear development does reveal the charge or credit to earnings of the developmend
vear the elates to loss occurrences preceding such vear, it does not complete the measurement of
cstimation error i the originally established Habilitv, Three. fee or even en vear developments are
e to obtain o more accurele measurement of the degree of error that existed in the oricinal estimates
of Tiability, Significant variances that were not reveaied by a one vear development are frequently
reveaied by such songer peried developments.

Hecause estimaton error is inherent in the process of establishing the lability amount. it is a
cortainty that some development cost or developnment savings will be recounized in subsequent periods
with respect (o Berkshire's December 31, 1983 balance sheet lability for Tosses and loss adjustment
expenses. Such cost or savings could weil be substantial.




BERKSHIRE HATHAWAY INC.
MAMAGEMENT'S DISCUSSION (Continued]

Candy Dusiness
A summary of results o Berkshire from the candy busimess for the past three vears is as follows:

000s omitied

Applicable Applicable
Profit income minority Net
before laxes [uixes inferes! carnings
1983 S26.697 3i3.712 S1.487 511,498
[ RS 12,178 1,742 65,470
20517 10.748 1,303 5.466

“Tais business becime wholliv-owned by Berkshire in 1983 as a result of the merger between
Nerkshire and it previously 59.6% owned subsidiary that owned See's prior to the merger. See's
cornings have increased in each of the past fwo vears on substantially similar phvsical quantity of
candy sold, as o result of price incresses that were greater than cost increases in both vears. The
elimination. cifective for th ast half of 1683, of the minority interest in See’s business had &
proncunced effect on Berkshive's earnings for 1983 versus carlior vears, as indicated above,

Newspaper Business
Berkshires resulls from operation of the Buffalo News for the past three vears is as follows:

000s omitied

Apniicable Applicable Nt
Profit floss) income minoritv earnings
before taxes fuxes inleres! [loss)

IR R 519,049 SH.000 $1.521 58,518
9Bz 11.244) (763) {224) {255)
1981 11.246) _ (66 (2231 (359)

A dramatic turnaround to profitahility of the Buffale News resulted in 1983 after the 1982 cessation
of publication of the competing Buffalo Courier-Express. Both advertising and circulation yevenues of
the News increased significantly in 1983, as unit volume and prices both increased. Costs rosc
somewhat tess than anticipated because of o decline in newsprint prices.

The News was 59,6 Feneficiallv owned by Berksiire in earlier vears and during the first half
of 1983, 1t is now 100%, owned by Berkshire, as a result of the Berkshire-Blue Chip merger in 1983,




BERKSHIRE HATHAWAY INC.
MANAGEMENT'S DISCUSSION (Continued)

Interest and Dividend income
This income 1s earned principally by the Insurance Group. Berkshire, Wesco and certain other

consolidated subsidiaries also retain investments in income producing securities issued by non-affiliates.

A summary of this category of income for the past three vears follows:
000s omitted

Applicable Applicable
Profit income minority Net
bhefore taxes laxes interest earnings
1983 ... 585,903 S9.467 53,5444 S72.892
1982 58,003 H.206 5.308 443,789
1981 ... . 54,035 3.960 4.723 40,346

of this income is received with respect o tax-exempt obligations, and a significant
500, is taxable at the full Federal corporate rate.
amount of investments has increased. More
received and recorded as dividend income
single unusual and non-

A portion
portion represents dividend income of which anly 1
Total interest and dividend income has increased as the
significantiy in 1983, however, Berkshire’s Insurance Group
$21 million ($149.55 million after tax-effecty from GEICO Corporalion in a

recurring transaction. That transaction accountea for about 279% of Berkshires after-tax interest and

dividend income for 1983 and is more fully described in Note 5 to the accompanving Consolidated

Financial Statements.
33000, of GEICOS outstanding stock,

The Insurance Group s investment in GEICO represents about <
t 1o this investment

and total dividend income, on an after-tax basis, recorded by the Group with respec
amounted o $24.319.000 in 1983, $3.754.000 in 1982 and $3.218.000 in 1981,

Realized Investment Gain

A significant component of Berkshire's et earnings in cach of the past three vears has been
recorded from realized gains recorded when appreciated securities are sold. Management's decision
"« investments is based on a number of factors, but the impact of the decision

to sell any of Berkshire's
on reporfed earnings is nob a consideration. Thus the amount of carnings Berkshire may derive from

realived investment gains, if anv, for any given period tends o fluctuate significartly.




BERKSHIRE HATHAWAY INC.
MANAGEMENT'S DISCUSSION (Conlinued]

Liguidity and Capital Resources

Perkshires consolidated balance sheet af December 31, 1983 reflects continuing significant Hguidity,
In management’s opinion. the fiduciary nature of obiizations to policvholders of Berkshire’s insurance
subsidiaries. to savers of Blue Chips trading stamps and its other obligations requires maintenance
of high liquiditv: management expects to continue to meet this requirement with a significant margin
of safety. Maintenance of liquidity considerablv above industry norms is intended 1o permit Berkshire's
inenrance subsidiaries to perform their underwriting function without o view towards cash flow. It
alsa permits quick response to business acquisition opportunities, such as occurred in 1983 when

cantrol of the Nebraska Furniture Mart became available.

Berkshires businesses are not capital-intensive: e they do not require siznificant investment or
reinvestment in property. plant and equipment. Generallv, management teads 1o avoid deplovment
Of assets in businesses of such o nature:; on the contiary, Berkshire desires to own companies engaged
in businesses that produce positive cash flows it retainy funds and obtains credit with o view towards

acauiring more such operations or expanding existing operations into arcas where above-average capital

strength creates competitive advantage to them,

Berkshine's folal equity capital has almost tripled over the past three vears. fron approximately
a5 million af the end of 1980 1o over $1.10 hillion at the end of 1984, ihe pel increase amounting
to S72a million. About $155 million of the increase resulted from Berkshires issuance of shares of
its common stoch to acquire the oulstanding minerity interest of Blue Chip Stamps. Realized and
unreatized secnritios caing during the three vears represent approximately $430 mitlion of the increase
and reinvested operating earnings i (5o three vears were about 2139 million. Debt is used by Berkshire
i rclatively modest amonnts. and managemen: does not expect Berkshire to rely upon a high aegree
of leverace in s financing al anv time in the foreseeable future. Management is averse to reliance
on any sicnificant amount of short-term debt. Berkshire has outstanding $60 million 129:% debentures
fvsued inoa public offering in 19806, repavable in the vears 1991 through 2005, Berkshire put into
place on February 220 1984, $175 mitlion Revolving Credit and Term Loan Agreements with banks.
it s thus in position to acquire significant businesses should an opportunity arise to do so.

Inflation
Bethshire's management does not believe that, to date. inflation has seriously affected Berkshire’s

Dusinesses. Generaltv, Berkshire receives current revenues in any vear which have substantially the
wime purchasing power as the dollass which represent its current costs. Verv few of Berkshire's costs
are stated o dotlars which are other than current dollars,

Verv targe changes in the rate of inflation that were not anti-ipated could seriously impact
Berhshires insurance business, particulorly since premium rates are established well in advance of
incurrence of the related costs. Management believes that to date. however, underwriting results fave
not been impacted materially by inflation or changes in inflation rates.




BERKSHIRE HATHAWAY INC.
SUPPLEMENTAL INFORMATION ON THE
EFFECTS OF CHANGING PRICES
(deflars in thousands except per share araounts)

This information is unaudited. Historical figures shown herein have been determined on the basis
of current consolidation practices. The Financial Accounting Standards Board ["FASBT) requires
disclosure by certain companies of supplementary data intended to reflect the effects of inflation on
portions of the financial statements. The method of measuring the impact from inilation is in the
development stage and conceivably subject to future changes. Therefore, evaluation of the data presented
sheuld be made with caution and only with reference to other financial data.

Selected Financial Daia As Reporled And As Adjusted For General Information
This table presents certain prescribed data as reported™ and then as adiusted to average 1983
constant doltars The latter is determined by the Consumer Price Index.
Fiseal Year Ended Soturdav nearest December i
19483 Tauz 1981 19H0 1974

thi

Total revenues:
As reported” § 623726 $521.472  8529.234 8536414 5509.659

As adjusted L . I I 038,247 H79.961 648,565 64949.550

Earnings from continuing operations belore
realized investument gain:
Total as |‘t!pnrl|!{|' G o195 S 31497 00S 30723 0 S a8.484 S 30961
Total as adjusted 65195 42510 13.530 46,530 42,4497

S 3193 0§ 4027 0S 37475 304

Por share as reported” : 63,93
32.96 J113 45.30 41.37

Per share as adiusted RGN
Steckholders™ equityve

As reported” CST1u0ut S§727.483 0 SA19463 0 $3Y5.214 0 5344962

As adinsted o R R AR 750,885 569,254 477844 73490

Narkel price per share at vear end:
Historical amount ... . & 141000 S 775.00 % 56000 S 425.00 5 320.00
As adjusted 1.3 10.00 794993 6i3.68 513.86 439,23
Avercne consumer price
qdex (1967 = 100} L 2898.4 284.1 272.3 246.8 217.4

“Or as wotdd have been repoerted following current consolidation practices.

Gain In Purchasing Power From Holding Net Monetary ftems
I+ coperal, assets or liabilities which are fixed in terms of the amount of cash held. receivable

or pavable aze “monetary items™. At the end of each of the last six vears, Berkshire held, on a
cotenticoted basis, net monctary liabilities. Le.. consolidated monetary items which were labilities
exeneded smnsetidated monetary iteras which were assets. Inan inflationary period. a gain in purchasing
power results from holding net monetary Habilities. since this calculation presumes that the net
Habilities can be redeemed with dollars of declining value. The calculated purchasing power gain
resalting from this calculation, as to Berkshire and its conselidated subsidiaries for each of the past
five vears — stated in average 1983 dollars — is as follows:

(RIS s B BAT0 1480 . ... 517.805
1987 6,475 1979 ..o 12.611
1981 13.835

Additional FASB Reguirements

Another FASH requioeaient is for restating at “current cost” inventories, assets used in production
and depreciation thereon, and reporting the net effect on reported net income of these restatements.
Since these items are not relatively material to Berkshire's operating income or financial position. this

inforra’ o s been omitted.




The 1983 Annual Report of Wesco Financial Corperation incuded the following letier to Wesco
stockholders from the Charman of the Cornpany.

To Our Shareholders:

Consolidated ordinary operating income f.e., before all net gains from sales of
cocuritios, mortgages and important fixed assets) tor the calendar vear 1983 increased to
$8,507.000 ($1.20 per share) from $7,221,000 (51.02 per share) in the previous vear.

Consolidated net income (e, after net gains from sales of securities, mortgages and
important fixed assets) decreased to $10,553,000 (51.48 per share) from $11,502,000 (51.62
per sharel in the previous vear

Wese o has two mejor subsidiaries, Mutual Savings, in Pasadena, and Precision Steci.
headquartered in Chicago and engaged in the steel warehousing and specialty metal
producis businesses. Consolidated netincome for the two vears just ended breaks down as

tollowws (0 000s except for per-share amounts):
Ordinary Net Net Gains
Operating Income of on Sales of
eralllg TSR Al Other Securities,
Precision Ordinary Net tAorlgages and Wesco
Mutual Steel Operaling linportant Fixed  Consolidated
Year Ended Savings Businesses Income'? Assets'?!

Decomber 31,1983 .. $3.046 0 $1.622 53,839 52,0406
Por Woesco share L. A3 e 54 28

December 31, 1982 . 3,482 327 3412 4,281 11,002
Por WWesco share L 05 A48 60 1.62

<reradige e e Mute o Savnas headguariens
St inn omee o et egqunsdents and marketable

PETERTETYS R IFRTTH BT
ve s rites arked B s
re it et e unites s teabied throughout the cnsediedated

vttt ottt b Joss e urredd o sabe ot i vt et D 52 225 D0t ar 4 per Waesca share The 1984

Cothge e ppgte < oo durke S TR ERMT 0 3 0D et Y

traatees feefobe pntarely To s 2 el s gatebe s i [T TTE PR I EYTIN

The foregoing breakdown (ot the same aggregate earnings) differs somewhat from that
ueed in our audited financial statements and press releases, which follow standard
accountag convention. The supplementary breakdown of earnings is furnished because it
i« considered nsetul to shareholders,

Mutual Savings

Mutual Savings” ordinary net operating income of $3,046,000 in 1983, represented a
docroase of 12.5% from the $3,482,000 figure the previous vear. In both vears such
Drchnany net operaing incor e, while economically real and probably of at least average
iy as reported savings and loan industry incomes go, was below the top quality
sossible because such earnings came fronyincore tax savingzs obtained through inclusion
of Mutual Savings in the consolidated imcome tas return of a parent corporation. Earnings
<o derived from income tax savings are noi of the top quality possible because thev have
loas cushion in reserve against future adversity: than earnings from ordinary operating
ncome on which income taxes have been paid in full in cash at the highest corporate rate

and are recoverable from the LR.S. in the event of future operating losses.
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Separate balance <heets of Mutual Savings at vearend 1982 and 1983 are set {forth at
the end of this annual report. They show (1) Lotal savings accounts rising to $203 million
from $168 million the vear boefore, (2) a very high ratio of shareholders” equity to savings
account liabilities (probably the highest for any mature U.S. savings and loan association),
(31 a substantial portion of savings account liabilities offset by cash equivalents and
marketable securitios, and (4 a mortgage loan portiolio of about $106 million at the end of
1983, down 129% from the $121 million at the end of 1982, The morigage loan portiolio at
the end of 1983 bore a fixed average interest rate of only 7.48%, probably the lowest for any
LLS. savings and loan association and far below the average interest rate which now must
be paid to hold savings accounts.

The capital-rich, morigage-loan-interest-rate-poor position of Mutual Savings came
from 1 SUCCOSS MANY vears ago as a constiruction fender at above-average interest rates,
plus (2} sale in 1980 by Mutual Savings of ali branch offices (except for one satellite office in
4 nejor shoppimg center across the street from the Pasadena headquarters) under terms
where only the fowest-vielding mortgage loans front its large portiolio were retained, plus
31 drastic curtailment by Mutual Savings of mortgage lending following the sale of its
hranch offices,

Mutual Savings has remained profitable because the adverse effects from its low-
violding, fixed-rate mortgage loan portfolio are more than ofiset by favorable effects from
s Large <hareholders” equity and a tax-cquivalent vield on its marketable securities (utility

preterred stocks, tax-exempt bonds and common stocksj considerably higher than that
prevailing on the mortgage loan portiolio of a tvpical savings and fcan association. The fow-
vieldmg, tined-rate mortgage foan portiolio has shruok from pav-backs at 8.5% per year

over the last three vears, and the shrinkage i< expected to continue at about the same rate.

Mutual Savings has adapted in its own way to the dramatic changes which have
occurred in recent vears ininterest rates and the regulatory structure of the banking and
cavings and loan industries. At Mutual Savings, as well as the rest of the savings and loan
mdustry, the standard practice uced to be to borrow short from savers while lending long on
fined-rate mortgages, to have high financial leverage tor shareholders” equity and to grant
mortgagors casy prepavment terms. The practice was profitable for decades but always
mvolved something like a “hurricane risk,” and the equivalent of a hurricane came in
9B1-02 as interest rates rose to unprecedented levels and caused widespread losses.
Rosults were goord for shareholders beiore 1981-82 only because interest rates were stable
or rose slowly as mortgaze-loan portiolios steadily and rapidly expanded under a regula-
tony structure which both tostered growth and protected operating margins by requiring
that on all insured savings accounts fixed rates be paid thatwere slightly higher than the low
rates spocitied for banks. Thus a small deposit-attracting rate advantage over banks was
aiven to savings and loan associations, while competitive pressure was dampened for both
fvpes of mstitution.

Although interest rates hove subsided from the 1981-82 peak, the fow and slowly
¢hanging nterest rates ot former vears are plainhe gone with the wind, as are the former
covernment-decreed limits oninterest rate competition for savings accounts and the
fvoritism for savings and loan associations over banks. But an ageacy of the ULS. govern-
ment (ES L LOC ) continues o insure savings accounts in the savings and loan industry, justas
1 did betore. The result may woll be bolder and boider conduct by many savings and loan
assocCtations. A sort of Gresham's law (“bad loan practice drives out good”) may take effect
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for tullv competitive but deposit-insured institutions, through increased copying by cau-
Gous mastitutions of whatever apparent-high-vicld loan and investment strategies seem to
allow competitors 1o bid away their savings accounts and vet report substantial earnings. If
. i1 “hold conduct drives out conservative conduct.” there eventually could be wide-
spread insolvencies caused by bold creait extensions come . grief.

And if serious credit-quality troubles come to the savings and loan industry, they will
mieroly add to troubles from the horrowed-short, lent-long-at-fixea-rates problem, which is
far trom complotely removed, and which destrovs shareholder wealth at startling speed
whonever interest rates are rising rapidhy, even when the credit quality of mortgagors or
other horrowers is excelient.

Developing a short-term operating plan for Mutual Savings which would <harply
increase its reported carnings next vear would be a near-absolute cinch. For instance,
avings accounts could be expanded greatly by paving a high rate of interest on “junibo”
deposits in $106,000 multiples, and proceeds plus cash equivalents on hand could be
placed iy Jong-term mortgages at a substantial curreni interest spread while in addition,
come origination fees could be “front-ended” into income. However, taking long-term risks
inlo account, it is much harder to find a sound operating plan. Money is the ultimate
rungible commodity. i the new order of things, an association is not only in a tough,
competitve, commodity-type business on the lending side but also finds that, with
decontrol of government-insured rates paid savers, every competitive association has
Cituadly unlimited credit to fund increased lending, by paving premiums over interest rates
sonerally prevailing on savings accounts. Under such conditions, when all risks are consid-
cred . mdluding those created by that portion of competitors motivated primarily by short-
erm ceffects, 1t is quite naturally difficult to earn over a fong period an attractive return on
Jdarcholders” equity. How could it be otherwise?

Atew years ago, about the time Mutual Savings reacted to new conditions by curtailing
lending, most other assodiations decided instead to keep lending aggressively but under
new adjustable-rate mortgages under which some portion (but far from all) of the interest-
Catedlue tuation risk is shifted to the homeowner. Despite widespread use of these new
adiustable-rate mortgages, savings and loan industry carnings remain dependent to a
material oxtent, as they always werd, onan interest rate spread aitributable to: (1) borrowing
chort while lending long, and/or £2) making loans which can be priced high enough to
provide a profitonly because thev involve a very material credit risk, compared to the risk of
owning covernment-backed securitios of comparable maturity,

Under present conditions of strong comipetition from bold competitors ac ompanied
by hieh mterest-rate-fluctuation risk, the result tends to be that each vear of reported
allractive carnings occurs onhy in the absence of two now much more fikely events: (1)
Gharply rising interest rates, and (20 widespread credit fosses. Thus, cach good year
reported is a ot fike the vear when a Texas hurncane insurer reports satisfactory earnings
Hecause there have been no hurricanes. Mutual Savings has a considerable share ot this
uncomtortable position and will continue to have i ithas notyet developed a long-term
aperating strategy with which it is satistied, and it continues to seek one. Just as Mutual
Savings has been idiosvncratic in the past as it sold oranch ottices in 1980 (a pPraciice now
bemy adopted to some extent by other savings and loan associations and major banks), it
will probably be idiosyncratic in the future. ftwill seek some non-standard way of rendering
cocially constructive service while operating with acceptable profits accompanied by an
ac ceptable level of risk for sharcholders” capital, likely gains considered.
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Fventually, by maintaining unustal capiwl strength and liquidity, and by having «
parent corporation which does fikewise, Mutual Savings hopes to stand in particuiar iavor
with federal and state regulatory authorities and be ina positon scundly to expand again,
perhaps dramatically, and perhaps imvolving additional shareholder investment in Mutun!
Savings by the parent corporation.

As part of 1 program for (he anticipated eventual soend expansion of the savings ant
ioan business, Mutual Savings in 1983, without heavy promotion or advertising, consis-
tontly paid about V2% per annum moie than most competitors on so-called “money
market rate accounts” of moderate size. This tvpe of savings account is repavable on
demand without penalty and allows up to three withdrawals by check cach month. Most o1
NMutudl Savings “money markel rate accounts” are m the range ot $10,000 to $100,000.
Mutual Savings” practice of bidding up slightly tor this one type of account penalized 196
parnings 1o a small extent and caused the bulk of the reported $36 million growt hinsavings.

Precision Steel

Wosco's Procision Steel subsidiary, located in the outskirts of Chicago at Franklin Park,
Hivois, was acquired for approximately $15 million on February 28, 1979. The price was
roughly book value for a company which cariied its inventories on a conservative LIFO
accounting basis and which contained significant cash balances. More important, it had
reached its position from a madest beginning through maintenance of sound, ctstormner-
oriented business values inculcated over along time by a gifted founder and his successors.
Procision Steel owns a well-established steel service center business and a subsidhary
engaged in the manufacture and distribution of tool room supplies and other specialiv
melal products.

Procision Steels businesses contributed $1,622,000 to ordinary net operating income
in 1983, up 396% compared with $327000 in 1982. Most of the increase was caused by (1)
penerally improved conditions in the cold-rolled strip steel market, and (2) absence in 1983
ol an unusual ioss which occurred in 1982 from correction of a business mistake (in which
the present chairman of Wesco personally sarticipated), namely a venture in the measuring
1001 distribution business which with better judgment would not have been authorized.

Under the leadership of David Hillstrom, Precision Steel’s businesses are now satisfac-
tory, taking into account the financial leverage put into Wesco’s consolidated picture
incident to their acquisition. The improvement from disappointing performance in 1982 1s
welcome. No dramatic change is expected in 1984 in either direction.

Shortly after Wesco's purchase of Precision Steel, a substantial physical expansion i
<teel warchousing facilities was authorized, involving a new building in Charlotte, North
Caroling. The new building and the whole North Carolina operation are now successiul,
contributing $7.605,000 to sales in 1983 ata profit percentage higher than has prevailed in
the jong-established Chicago headquarters’ facility.

Precision Steels businesses, despite their mundane nomenclature, are steps
advanced on the quality scale from mere commodity-type businesses. Many customers of
Precision steel, needing dependable supply on short notice of spec jalized grades of high
quality, cold-rolled strip steel, reasonable prices, tochnical excellence in cutting to order,
and remembrance when supplies are short, rightly believe that they have no tullv compara-
ble alternative in Precision Steel's market area. Indeed, many customers at locations remote
from Chicago and Charlotte (for instance, LOs Angeles) seek out Precision Steel’s service.
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VWiesco remains interosted i logical expansion of Precision Steels busimesses, usig
liquidh assets available.

All Other Ordinary Net Operating Income

Al other ordinary net operating inceme, net of interest paid and general corporate
expenses, tose to $3,839.000 in 1983 from $3,412,000 in 1982, Sources were rents
152,606,000 ross, including rent from Mutual Savings) from Wesces Pasadena otfice
huilding block (predominantiy leased to outsiders although Mutual Savings is the ground
floor tenantt and interest and dividends from cash equivalents and marketable securities
hold by Precision Steel and its subsidiaries and at the parent company fevel,

Net Gains on Sales of Securities, Mortgages and important Fixed Assets

Wescos aggregate special net gains, combined, after income taxes, declined to
S0 046000 11 19873 from $1,281,000 in 1982, The 1982 net gain consisted of 6,706,010
from sales of securtios, offset by a loss of $2,425,000 from Mutua! Savings' sales of
mortgane-backed securitios. There were o losses from sales of mortgages or mortgage-
hacked securities in 1983,

Consolidated Balance Sheet and Related Discussion

Wescos consolidated balance sheet retains a strength betiting @ company whose
consolidated networth supports large outstanding promises to others. As indicated in Note
2 o the accompanyving linancial statements, the aggregate market value of Wescos
markctable equity securities was higher than their aggregate cost at December 31,1983 by
about 529 million. In addition, Wesco's Pasadena office building block fcontaining about
165,000 net rentable square feet induding Mutual Savings” space) has a market value
cubetantiallv in excess of carrving value. The mortgage debt ($5,166,000 at 9.25% fixed)
azainst this real property now exceeds its depreciated carrying value ($3,077000) in
Wes o' balance sheet at December 31, 1983, Wesco remains in a prudent position when
total debtis compared to total shareholders” equity and total liquid assets. Wesco's practice
has been to do a certain amount of loag-term borrowing in advance of specific need, in
order to have maximum financial fexibility to face both hazards and opportunities.

s expected that the balance sheet strength of the consolidated enterprise willin due
course be used i one or more business extensions. The extension activity, however,
requires some patience, as suitable opportunitics are not alwavs present.

As indicated in Schedule | accompanying Wesco's financial statements, common
Jdock mvestments, both those in the savings and ioan subsidiary and those held temporarily
elsewhere pending sale to fund business extension, tend to be concentrated in e very few
companies. Through this concentration practice better understanding is scught with
respect to the few dedisions madc.

The ratio of Wesco's annual consolidated net income to consolidated shareholders’
cquity, about 990 in 1982-63, is not vet attractive from the Wesco sharcholders” point of
view Wosc o, started as a savings and loan holding company in what became avery tough
busmess, has been proceeding sowly under shortened sail instead of trving 1o make tast
time by getting all canvas aloit. However, progress ultimateiv helptul to sharebolders is not
restricted to what shows up in the income account. Recent increases in Bafance sheet
strength are expected to be useful in the future.
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On January 26, 1984, Wesco increased its regular quarterly dividend from 1342 cents
per share 1o 1472 cents per share, pavable March 71984 to shareholders of record as of the
close of business on February 14, 1964,

This annual report contains Form 10-K, a report filod with the Securitios and Exchange
Commission, and includes detailed information about Wesco and its subsidiaries aswell as
audited financial statements bearing extensive footnotes. We invite vous caretful attention
to these items.

Retirement of Louis Vincent

{ate in 1983 Louis Vincenti retired from Wesco on account of health. He had served 28
vears, the last 10 vears as Chief Exccutive Officer. Before jomning Wesco, as partner in
FHahn and Hahn, he was one of Southern Calitornia’s great attornevs. Before practicing law
he had starred spectacularly as both student and athlete at Stanford.

Wosco had a net worth of about $5 millionwhen he joined it in 1955, As he reties the
net worth of Wesco is about $124 million, and, m addition, cash dividends of about 526
million have been paid out to shareholders over the vears. The consolidated enterprise first
made extraordineny profits as a construction fender, then went through the 1981-82 ¢risis
period i the savings and loan ndustry reporting steaddy profits, paying dividends which
increaserd cach vear, and piling up more capital outside the troubled savings and loan
Husiness s a start was made at diversifying sources of operating income.

The entire record was accompanied by much philanthropic and public service and
cervice to the savings and loan industry by Mr. Vincenti. Al who know him admire him, in
whom generosity, acuity, diligence and a totally forthright manner are so happily joined. In
a4 career of extraordinary length as well as distinction, he came to work before 7:30 each
moring until very shortly before he retired at age 77

There are not many men in the world like Louis Vincenti. Wesco has been a very
fortunate corporation to be guided so long by such a man.

Mr Vineentis colleagues who replaced him are Charles 1. Munger as Chairman and
Chief Executive Officer of Wesco and Mutual Savings and Harold R Dettmann as President
of Mutual Savings. Mr. Munger also is Vice Chairman of Berkshire Hathaway Inc., 80%-
ownes of Wesco, Mr. Dettmann for many vears served as operating manager nextin line to
M Vincentrn

Lbordle 7

Charles T. Munger
Chairman ot the Board

Februane 3, 1984




BERKSHIRE HATHAWAY INC.

SHAREHOLDER-DESIGNATED CONTRIBUTIONS

On October 14, 1981 a letter was sent to shareholders gciving the reasons for initiation of a program
of sharcholder-desivnated contributions. Portions of that letter follow:

“On September 30, 1981 Berkshire received a tax ruling from the U.S. Treasury Departiment that,
in mast vears. should produce a significant benefit for charities of vour choice.

“Each Berkshire shareholder — on o basis proportional to the number of shares of Berkshire that
he owns — will be able to designate recipients of charitable contributions by our company. You'll
namae the charity: Berkshire will write the check. The ruling states that there will be no personal tax
consequences lo our shareholders from making such designations.

“Thus, our approximalely 1500 owners now can exercise a perquisite that, although routinely
exercised by the owners in closelv-beld businesses, is almost exclusively exercised by the managers

in more widelv-held businesses.
“In a widelv-held corporation the exccutives ordinarily arrange all charitabl  Adonations, with no
input at all frony shareholders, in two main categories:

(1) Donations considered to benefit the corporatinn directly in an amount roughly commensurate
with the cost of the donation: and

(2} Donations considered to benefit the corporation indirectiv through hard-to-measure, long-
delaved feedback effects of various kinds,

“Iand other Berkshire executives have arranged in the past. as we will arrange in the future. all
charitable donations in the first categoryv. However, the aggregate level of giving in such category has
been quite low, and very likely will remain quite li-w. because not many gifts can be shown to produce
roughly commensurate direct beneiits to Berkshire.

“In the second category, Berkshire's charitable gitts have been virtuallv nil, because T am not
comfortable with ordinary corporate practice and had no better practice to substitute. What bothers
me about ordinary corporate practice is the way gifts tend 1o be made based more on who does the
asking and how corporate peers are responding than on an objective evaluation of the donee’s activities.
Conventionality often overpowers rationality.

“A common result is the use of the stockholder’'s monev to implement the charitable inclinations
of the corporate manager, who usually is heavilv influenced by specific social pressures on him.
Frequently there is an added incongruity: many corporate managers deplore governmental allocation
of the taxpaver's dollar but embrace enthusiasticallv their own allocation of the shareholder’s dollar.

“For Berkshire. a different model seems appropriate. Just as I wouldn't want vou to implement
vour personal judgments by writing checks on myv bank account for charities of vour choice. T feel
it inappropriate to write checks on vour corporate “bank account™ for charities of my choice. Your
charitable preferences are as good as mine and. for both vou and me, funds available to foster charitable
interests in a tax-deductible manner reside largely at the corporate level rather than in our own hands.




“Under such circumstances. | betieve Berkshire should imitate more closely-held companies. not
larger public companies. If vou and I each ewned 50% of a corporation. our charitabie decision making
would be simple. Charities very directly related to the operations of the business would have first
claim on our available charitable funds. Anv balance available after the “operations-related™ contributions
would be divided among various charitable interests of the two of us. on e hasis roughlyv proportional
(6 our cwnership interest. I the manager of our company had some suggestions. we would listen
carefully — but the final decision would be ours. Despite our corporate form. in this aspect of the
husiness we probably would behave as if we were a partnership.

“Whoerever Teasible, T believe in maintaining such a partnersnip frame of mind. even though we
operate through a large, fairly widely-held corporation. Our Treasury ruling will allow such partnership-

like behavior in this area ..

“Iam pleased that Berkshire donations can become vwner-directed. tis ironic. but understandable,
that o large and growing number of major corporations have charitable policies pursuant to which
thev will match gifis made by their employees {fand — brace vourself for this cne — many even
match gifts made by ditectors) but none. to my knowledge. has a plan matching charitable gifts by
swners 1 sav understandable” because much of the stock of many large corporations is owned on
a “revolving door” basis by institutions that have short-term investment horizoas. and that lack a
long-term owner's perspective ...

“Our own shareholders are a different breed. As I mentioned in the 1979 annual report, at the
end of cach vear more than 88% of our shares are owned by people who were shareholders at the
beginning of the vear. This long-term commitiment to the business refleats an owner mentality which,
as vour manager. | intend to acknowledge in all feasible wavs. The designated contributions policy
is an example of that intent.”

Contributions were $2 per share in 1981, $1 per share in 1882, and 53 per share in 1983 In the
latter vear, 96.4%, of eligible shares participated and contribited a total of $3.066.501 to 1353 charities.
In addition. Berkshire and subsidiaries continue to make certain coatributions pursuant to local ievel
decisions made by our operaling managers.

There mav be an occasional vear when contributions by Berkshire will produce substandard tax
deductions — or none at all. In those vears we will not effect our sharcholder-designated charitable
program. In all other vears we expect to inform vou about October 10th of the amount per share that
vou mav designate. A reply form will accompany the notice. and vou wili be given about three weeks
to respond with vour designation. To qualify. vour shares must be registered in your own name or
the name of an owning trust, corporation. partnership or estate. if applicable. on our stockholder list
of September 30th. or the Friday preceding if such date fails on o Saturdoy or Sunday,




BERKSHIRE HATHAWAY INC.
Selected Financial Data
(dollurs in thousands except per share amounts)
Fiscal Year
1964 1969 1874

Revenues of consolidated companies:
Insurance premiums cerned 5 — 5 60,574
Sales and service revenues 49.983 42 32.592
Interest and dividend income — 2,05 8,030

==

Farnings (loss):
Earnings (loss) from continuing operations
before realized investment gain or loss” S (2.824) 2.6894 54,290
Realized investment gain (loss). net - 1,080 {1.340)
Farnings from discontinued operations®”* — 1,165 4093

Net earnings (loss) 7.953 57,043

Average shares of common siock

oulstanding — in thuusands 980

Earnings (loss) per share:
Earnings (loss) from continuing operitions
before realized investment gain or loss
Net carnings {loss)

Balance Sheet items

tat end of Fiscal Year):
Total assels . : . § 45,746 $216,214
Term debt and other borrowings 2,7 74148 21,830
Minority shareholders’ interest — -_— —
Shareholders” equity — tetal oo . 22,13 43.918 88,199
Shares of common stock

outstanding — in thousands 1.138 980 980
Sharcholders’ equity —

per outstanding share . 19.46 44.83 90.04

The 1964 fiscal vear ended Oclober 3. 1964. All other vears presented ended on the Saturday nearest
December 31. Data have been restated if required to confurm to current consolidation practices. Data have not
been restated, with respect to vears prior to the merger of Diversified Retailing Company, Inc., to give retroactive
effect 1o the merger. An increase of 56,470 Berkshire shares resulted from that transaction in 1978.

“The loss for 1964 includes a write-down of $3,000 recognized in that vear with respect o textile properties
subsequenily sold or abandoned.

*=The Comnany divested of its interest in The lllinois Nationul Benk & Trust Co. of Rockford as of
December 31, 1980, The Company’s equity in earnings of that former subsidiary for vears prior to 1981 is
reflected above vs earnings from discontinued operations.




Fiscal Year

1474

149460

1941

1882

109673

181.949
286443
32,890

S 185,187
300,837
12,414

5 159.013
312,105
54.025

S 15945
306,564
58.003

152,480
381.674
85,903

$

30561
6,896
4,960

35,484
4.907
4701

39.723
22881

S 31497
14677

68.195
45.248

42,817

53,122

1,027

§  62.604

46,374

113,443

it

1067

a0.14
41,68

50,93
0G0

933,288
85.7490
549.891

344,962

1.027

$1.054.111
136,864
70111
395.214

986

400.80

51.199.837
130,192
81.762
514,463

u87

326.57

51.533.284
169,947
w177
727,483

987

73740

$1.856.392
128.984
17.4990
1,118,193

1.147

4975.83

Revenues of consolidated companies:
Insurance premiums earned
Sates and service revenues
[nterest and dividend income

Earnings:
Earnings from continuing operations
before realized investment gain
Realized investment gain, nel
Farnings from discontinued operations™*

Net earnings

Average shares of common stock
outstanding — in thousands

Earnings per share:
Earnings {from continuing operations
before realized investment gain
Net carnings

Balance Sheet items
{at end of Fiscal Year):
Total assets
Term debt and other borrowings
Minority shareholders” interest
Shareholders’ equity — total
Shares of common stock
outstanding — in thousands
Shareholders’ equity —
ner outstanding share







BERKSHIRE HATHAWAY INC.

DIRECTORS AND EXECUTIVE OFFICERS

WARREN . BurretE Director and Chairman of the Board
Chief Exceative Gificer of the Compuny

RENNETH V. Ciacsk. Director
President of the Company and Chief Operating Officer of the
Textile Operations ef the Company

Matcomn G Grack, R, Director
Retired, Fornmer Choirman of the Board of Dircctors of the Tompuny

MICHARL AL GOLDRERG, Vien President

[ Virse MCKEN7ZDE DHrector
Viee President. Secretary and Treasurer of the Company

CHanrks T Moo, Directar
Vice Charman of the Boerd of the Conpany
Chairman of the Board of Blue Chip Stamps
Chairman of the Board of Wesco Financial Corporation

COMMON STOCK DATA

Sharcholders
The Company had approximately 2,900 record holders of its common stock at February 29, 1984

Muarket Prices

The common stock of Berkshire Hathawav Inc is traded in the over the counter market and is
regularly quoted o the NASDAQ Svystem under the symbol BKUT. The high and low bid prices for
stock in each quarter of 1983 and 1982 is set forth in the following fable. The quotations represent
prices between dealers and do not include cetail markup, markdown or commission. They do not

represent actual transactions.

1943 High Low 1942 [igh

First Quarier I 5 77h First Quarter .. 560
Secand Quarter ... 49485 12490 Second Quarter ... 520
Third Quarter .. 1,245 G905 Third Querter .......... 555
Fourth Quarter ....... 1385 1,240 Fourlh Quarter . 775

Dividends
Berkshire has not declared a cash dividend since 1967 No change is contemplated in Berkshire's
policy of investing its carnings in expansion of its businuesses rather than paying cash dividends.

swock Transfes Agent

The First National Bank of Boston. P.O. Box 6444, Boston, MA 02102 serves as Traasler Agent for
the Company's common stock. Certificates to be transferred shoutd be maited divectly to the Transfer
Agent, preferably by registered mail, Certificates to be transterred should not be mailed to the Company.
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