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Item I. Business 

Berkshire Hathaway Inc. is a holding company owning subsidiaries engaged in a number of diverse 
business acti\iities. The most important of these is the property and casualty insurance business conducted 
nationwide on a primary or direct basis and worldwide on a reinsurance basis through a number of subsidiaries 
collectively referred to in this report as the Berkshire Hathaway Insurance Group. 

Additionally, Berkshire Hathaway Inc. publishes the Buffalo News, a daily and Sunday m:wspaper in · 
upstate New York. Other business activities conducted by non-insurance subsidiaries include publication and 
distribution of encyclopedias and related educational and instructional material (World Book and Childcraft 
products), manufacture and marketing of home cleaning systems and related accessories (sold principal!Y under 
the Kirby name), manufacture and sale of boxed chocolates and other confectionery products (See's Candies), 
retailing of home furnishings (Nebraska Fumiture Man), manufacture and distribution of uniforms (Fechheimer 
Bros. Co.) and manufacture, import and distnbution of footwear (H. H. Brown Shoe Co.). Berkshire also owns 
a number of other businesses engaged in a variety of activities, as identified herein. 

Operating decisions for the various Berkshire businesses are made by managers of the business units. 
Investment decisions and all other capital allocation decisions are made for Berkshire and its subsidiaries by 
Warren E. Buffett, in consultation wiih Charles T. Munger. Mr. Buffett is Chairman and Mr. Munger is Vice 
Chairman of Berkshire's Board of Directors. 

Property and Casualty Insun11r.:e 111111 Reinsurance Buslna:il . 

Berkshire's insurance and reinsurance business is conducted by 13 separate subsidiaries, the largest of 
which is National Indemnity Company ("National Indemnity") headquartered in Omaha, Nebraska. 

On a primary or direct basis (policies issued in the name: of, and to the insured party) several of the 
subsidiary members underwrite multiple lines of principal!Y casualty coverages tor primarily commercial 
accounts. The Commercial Casualty Division and the Professional Liability and Special Risk Division, each 
with offices in Stamford, Connecticut, solicit and underwrite especiallY large er unusual risks. Member 
co~panies domiciled in the states of Colorado, Kansas and Nebraska provide standard multiple-line 
1 ropeny/casualty insurance principally to 'homestate" residenlll. A California domiciled member provides 
principal!Y workers' compensation insurance to employers in that state. 

On December 29, 1992, Berkshire acquired 82% of Central States Indemnity Co. of oDu.ha ('CSI"). CS! 
offers credit cant insurance from its ollices located in Omaha, Nebraska. CS! insures the credit card debt of 
policyholders if the policyholders become diaabled or unemployed. The. credit insurance is marketed to 
individuals through credit card issuers nationwide. CS! was formed in 1977 and priofto Berkshire's acquisit'.Jn 
was majori1y owned by Central States Health & Llfe Company of Omaha, a mutual life and health insm'iince 
company. ~)' management of CSI retained ownership of the shares of CS! not acquired by Berkshire. 

The Reinsurance Division of National Indemnity in Stamford, Connecticut provides treaty reinsurance 
to other propeny/casnalty .insurers and reinsurers. National Indemnity is currently one of the leading providers 
in the world of finite-risk reinsurance and property catastrophe retrocessional protection (i.e., reinsurance for 
reinsurers). ~ organimtional resources, but huge financial resources, are currently devoted to um 
business. 

The Berkshire Hathaway Insurance Group maintains capital strength at unparalleled mill levels, 
significantly higher than normal in the industry. This strength differentiates Group members from their 
competitors. For example, the Group's net premiums written in 1992 were appromnately 8% of the Group's 
year~nd statutory surplus. That compares to an industry average premiums-to-surplus ratio of about 141 % (for 
1991 ). The obvious margins of safety thus provided to insureds of the Group are particularly pe~uasive in 
marketing of individually negotiated insurance and reinsurance contracts. 

The traditional business of National Indemnity, acquired by Berkshire Hathaway in 1967, has been largely 
in providing liability coverages for commercial truck and bus operafors - and related commercial 
transportation activities that require speci•lin:d underwriting knowledge and Wchniques. Premium rateS for 
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Item 1. Business (continued) 

Property ar::l Casualty Insurance and Rei11Surance Business (continued) 

the business peaked in 1986 and decreased annually thereafter. Because of the lower rates, Group members 
have wrillen successively less of this business each year after 1986. Similarly, writings by the Group's 

. "homestate" members have decreased in recent years because of lower premium rates and the disciplined 
'.<underwriting practices of the members that causes their rejection of underpriced risks. The Special Risks 
operation in Stamford has from year to year after 1986 also viewed fewer and fewer underwriting opportunities 
that met its acr..eptance standards, and virtually no new business in this area was wrillen in 1992. 

No improvement in prices is foreseen for 1993, and mtcept for the increase expected as a result of the 
CSI acquisition, the Insurance Group's premium yolume for the primary or direct business is likely to be little 
changed from 1992. 

While the primary or direct insurance underwriting activity by Group members decreas::d in recent years, 
the amount of business derived from reinsurance activity increased significailtly. The increase i.-i reinsurance 
assumed premiums began in 1985, when National Illdemnity entered into a contract providing reinsurance 
coverage to Fireman's Fund Insurance Companies ('FFIC'), for a period of four years, for 7% of FFIC's entire 
book of business. The Group recorde.d premiums of about $915 million for the full four-year term of the 
contract. Although the contract has e1'jlired, National Indemnity remains liable for run-off of its share of 
liabilities for loss occurrences during the contract period. Such liabilities totalled about Sl56 million at 
Dece;.:ber 31, 1992. 

In recent years, non-traditional reinsurance products - finite-risk contra els - have become increasingly 
significaut in tlle property/casualty insurance marketplace. Those terms refer to reinsurance agreements, whose 
terms prnilide essentially traditional coverages but also may contractually establish minimum and maximum 
payouts ~JI the reinsurer. Minimum payout requirements may originate in commutation clauses that call for 
repaymeri·JS to the reinsureds, on specil'ied dates, of sums not otherwise paid out by the reinsurer as losses. The 
ammmt of risk transferred may be more limited than in the more traditional contracts. The concept of time
value-of,money is a more important element in the pricing and setting of terms for these contracts than for 
more traditional contracts. Transactio11 amounts are likely to be larger than for traditional transactions; for 
example, a single contract may relate to loss occumnces in a number of lines of business that span a number 
of years. Significant financial strength is a need of any l'rospective provider of the non-traditional products and 
Berkshire meets that need. ~rat of the reinsurance arrangements Wider which the Berbbire Hathaway 
Insurance Group provided crm . ~ges since 1989 were through finite-risk type contracts. En:mplary of such 
business, significant reinsuranl~!assumed premiums were earned in those years from contracts, sizeable in 
amounts of coverage provided, but few in number, that indemnify other insurers and re insurers against adverse 
loss development of their own loM portfolios. 

Duril'lg 1990, Berkshire's Insurance Oroup management perceMcl declines to be oa:urring in inclur,try 
capacity and competition for catastrophe excess-cf-loss type reinsurance coverages and consequently National 
Indemnity wrote coverages for a number of such mb. Managemeilt believes that in 1992 the Berkshire 
Hathaway Insurance Oroup was among the largest providers in the world of this ~ of coverage. The 
contracts may provide sizeable amounts (i.e., often in excess of SlO million) of indemnification per contract and 
a single event may result in payments under several contracts. This business caD. prodm:e extreme volatility 
in reported perioclic resulls. For example, in August 1992, losses ofal>out $125 million from Hurricane Andrew 
resulted in a third quarter underwriting llJSS of about $77 million related to this business. No new covered 
catastrophe losses IX" .. 'llJied for the remainder of1992 and as a result, an undenvritinggain ofabout $69 million 
was recorded in 1!1)12's fourth quarter. Alll:ounting consequences, however, do1iiot intluence decisions of 
Berkshire's manago:i11ent will.:' respect to this or any other business, ancl. ttiis· fact plus th11 Insurance Group's 
above-normal-for-ilie-industryfinancial strength are believed to be the primary reasons why the Oroup has 
become a major provider of these coverages. 
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Item 1. Bmlness (continued) 

Property and Casualty Insurance and Reinsurance Bminess (continued) 

The following table shows insurance premiums earned·.by the BerL.hire Hathaway insurance Group in 
successive five year periods commencing with 1978 and exi.ending through 1992, disaggregated between (i) 
premiums earned for reinsurance assumed and· (ii) those. <lilrned in \he Group's primary or direct operations. 

Fiye Year Period 

1978 - 1982 ..............•.....•............... 
1983 - i987 ........... ' ...................... . 
1988 - 1992 ..............•.....•.............. 

Dollars in n1illions 
Reinsurance Prima1y 

assumed or direct Total 
premiums 

earned 

s 155 
928 

2,082 

premiums . . premiums 
earned earned 

s 710 
1,331 

"29 

s 865 
2,259 
3,011 

T'ne preponderance ofreinsurance premiums in the !itost recent five year period, and more particularly 
L'I the past three years (74% of total premiums earned In 1990, 82% in 1991 and 77% in 1992) represents a 
change in Berkshire's insurance business that has resulted in an exceptional increase in the amount of 'float", 
or net policyholder funds, held by the lnsurarice Group. The term denotes the sum of unp&id losses, unpaid 
loss adjustment expenses and unearned premiums, less Ille aggregate of premium balances receivable, amounts 
recoverable as reinsurance on paid losses, defened policy acquisition costs and deferrec!! ch!llges re reinsurance. 
Given the length of the claims payment period - or tail - that attaches to the reinsurance business, the 
increased float plus the earnings it generates will result in somewhat meaningful increases for several years in 
the level of the Insurance Group's investments and investment income, with some part of such increases already 
evident. 

Investment portfolios of insurance subsidiaries include equity securities valued at approximately $11.5 
billion at December 31, 1992. Included are meaningful ownership percentages of other publicly traded 
companies (such as approximately 48% of the outstanding capital stock of GEICO Corporation, approximately 
18% of the capital stock of Capital Cities/ABC, Inc., approximately 11 % of the common stock of The Gillette 
Company, approximately 7% oftlle capital stock of The Coca-Cola Company, approximately 15% of the capital 
stock of The Washington Post Company, approximately 11 % of the common stock of Wells Fargo & Company, 
approximately 14% of the capital stock of General Dynamics Corporation and convertt'ble preferred stock of 
Salomon Inc having approximately 14% of the total voting power of that company). Much informatii>ll about 
these publicly-owned companies is available, including that released from time to time by the com.'llnies 
themselves. 

Non-Immmce Bm;lnmses of Blriiiilllre 

Registrant's seven non-imura&ce 'reportable business segm.:nts' are descn'bed below. 

Encydopedl-. Other Rmaw:e Materlm - World Book publishes educational products for homes, 
schools, and libraries. Its dlicf products include: The World Boole Encyclopedia, the largest-selling encyclopedia 
in the United Sl*tes; Eatly World of Leaming, a readiness program for preschoolers, and Information Finder, 
a CD-ROM (compact disc read - only fOrmat) version of the encyclopedia ten. These and other educational 
materials are marlmted in the United States and Canada by a large direct-selling farce. A newly copyrighted 
edition of The World Book Encyclopedia is published each year. Annual products such as The World Book Year 
Book, Science Year and The World Book Health &: Medical Annual are updating publications for owners of 
earlier encyclopedia editions and are sold bY direct mail An international group markets these and other 
specially created educational products in Australia, the United Kingdom and Ireland with a commissioned sales 
force, and in 38 other countries through 31 distributors. 
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Item l. Bmlness (continued) 

Non-Insurance Businesses or Berkshire (continued) 

There is significant competition in the business of publishing and marketing encyclopedias in North 
America, World Book's principal geographic market. World Book's selling prices are generally lower than 
those of its prindpal competitor; World Book quality is thought to be superior to any other. 

A large portion of encyclopedia sales is made on an installment basis. Wholly-owned Berkshire 
subsidiaries offer financing of domestic and certain foreign consumer receivables. 

Home Cleaning Systems- This segment of Berkshire's business is principally represented by Kirby home 
cleaning system• and products, sold to approximately 700 independent authorized factory distributors in the 
United States an<i foreign countries. These factory distnbutors sell to the consumer or to independent 
authori7,~d area distnbutors who sell 10 the consumer. Sales are made through in-the-home demonstrations 
by independent salespeople. Substantially all of Kirby's sales to distributors are for cash. A wholly-owned 
Berkshire subsidiary offers consllmer financing to about 400 authorized distnbutors. L'I the United States. The 
distnbutors independently establish' the prices at which they offer Kirby products. Kirby and its distnbutors 
believe they offer a premium product, and it is believed that the prices are generally higher than those of most 
of its four major comretitors. In 1992, Kirby completed th:: worldwide introduction of an improve;d model 
which incorporates a power-assisted drive. 

This segment. also includes the Douglas Products business that manufactures specialty vacuum cleaners 
such as electric hand held and cordless vacuum cleaners. Channels of distnbution for these products include 
retail discount stores, catalogue showrooms, hardware stores and department stores. Additionally, Cleveland 
Wood Products, a manufacturer of vacuum cleaner brushes, is included in this segment 

Candy - See's produces boxed chocolates and other confectionery products with an emphasis on quality 
in two large kitchens in California. See's distributes its candies through its own retail stores • over 200 in 
number - located in 12 western and midwestem states, including Hawaii. A meanb~ volume of candy 
business is also recorded for direct shipments made nationwide from a seasonally-valjmg number of quantity 
order distnbution centers. 

Seasonality in this business is extreme. About 50% of each year's unit sales volume is generated durfuil 
the last two months of the year, when quantity sales at reduced prices to businesses and other organizations 
augment the extremely high December shop volume. 

Newspaper - The Buffalo News, a divnion of Berkshire, publishes a Sunday edition and seven editions 
each weekday. It is the only metropolitan newspaper published daily within a ten county upstat>: New York 
distnbution area that comprises one of the 50 largest primary market areas in the United States. 

Among newspapers published in those primary markets, The BulJa)a News claims the highCf,t percentage 
or its area household !=QVCrage, 71 % on weekdays and 80% on Sundays. Berkshire management believes the 
'newshole' percentage (portion of the paper devoted to news) of The Buffalo News to be greater than any 
other dominant newspzper of its size or larger. During 1992 tJm percentage was 54%. 

Rmllilll of H-e Famllblnp- The Nebraska Furniture Man ("NFM") operates a home furnishing 
retail business frol'J a very large ·over 200,000 square feet. retail outlet.and sizable warehouse facilities in 
Omaha, Nebraskr .. The business serves a trade area with a radius around Omaha of approximately 300 miles. 
An important feature of th~ business n its ability :u control its costs and to produce a high business volume 
from offerings of signtfiaant value to its customers, while realizing highly satisfactory eaminp. On December 
31, 1992, NFM acquired a 360,000 square foot building and ten acres of land•kx:ated adjace!lt to its existing 
retail store and warehouse. A'longwith providing ac.Mitional warehousing facilities, a portion of the building will 
be used to operate a factory oullllt store for manufacturers' closeouts and discontinued product lines. 

Unll'orm Muallictarl111 8Dd Dlatrillulton - The Fechheimer Brothers Company manufactures its 
products at plants in Kl:ntucky, Ohio, Tennessee and Tens, for marketing through about fifty company
operated retail dntnbution oeaters and by independentdntnbutors and dealers who together serve more than 
200 major metropolitan areas. 

4 



., 

Item 1. Bmlness (continued) 

Non-Insurance Businesses of Berkshire (continued) 

Shoes - H. H. Brown Shoe Co. ("Brown") manufactures, imports llnd markets work, safety, outdoor. 
western and casualfootwear. Approximately 80% of Brown's revenues are derived from sales of a wide variety 
of work 2!ld safety shoes and boots. They are manufactured under the H. H. Brown, Carolina, Richland, 
Double Hffand other brand names as well as under private label. Brown is the leading domestic prod•Jcer of 
steei toe safety work shoes and maintains a significant;share of other markets in which it competes, namely the 
western boot and causal shoe market 

In addition to manufacturing its products at three facilities located in the Unil';d States and a facility in 
Canada, the company sources shoes and shoe components offshore from several countries including Chini . 
Romania, India and Mexico. The Company purchases the majority of its leather (which accounts fa.
approximately 30% of the manufacturing cost) on the world-wide hide market and sends it to contract tanners, 
rather than buying directly from tanners. 

11te Company markets its products entirely within the United States and Canada through a direct sales 
force of just over 100. Its customer base is primarily composed of small independentretailers and wholesalers 
who seli to workers in a variety of industries including steel, construction, agriculture and heavy manufacturing. 
A significant quantity of Brown's work and military boots are sold to the United States and Canadian military, 
as well as to military PX's. Additionally, much of its imponed footwear is sold to mass merchandisers such as 
K Mart, Wal Man and Payless Shoe Co. 

The Company competes in the mid-priced segment of the work boot and shoe market The consumer 
is typically a middle income industrial laborer who is required by OSHA to wear a specific type of footwear. 
The Company's competito!S in this market are typically small, domestic work boot manufacturers. 
Management belieV!'.s that its products are competitive in terms of quality and pricing. 

On December 30, 1992, Berkshire acquired for cash all of the capital stock of Lowell Shoe Inc. ("Lowell") 
and assets of cenain entities formerly affiliated with Lowell (including a manufacturing facility located in Pueno 
Rico). Lowell manufactures and markets women's casual, service and nUJSes footwear. They market these 
products under the brand names Soft Spots, Day Ligllrs and Nune Mates. 

Other non-lm-llCllTltles not identified with Berkshire business segments include the more than one 
dozen diverse manufacturingb1111inesses acquired with the 1986 purchase of The Scott & Fetzer Company. The 
largest revenue producer of these businesses n C3mpbell Hausfeld/Seott Fetter Company, which manufactures 
and markets a variety of products related to !Jllllsmnsion of air and other fhiids, such as air compressors and 
painting systems. In 2ddition, Berkshire has an 80% interest in a long estab!Whed, higl; volume retailer of fine 
jewelry, Borsheim's, in Omaha, Nebraska. The size of this operation, like several of the Scott Fetzer 
operations, currently precludes its classification as a •reponable business segment" of Berkshire. However, it 
contnbutes meaningful added diversity to Berkshire's activities. 

Berkshire Hathaway Inc. and subsidiaries employed approximately 22,000 persons on a full-time basis at 
December 31, 1992. In addition to that number of full-time employees, up to 20,000 persons may act as World 
Book sales representatives from time to time. 

Addltloml lnr-•tlaa with rwpect to Berbblre's bmlnesses 

The amounts of revenue, operating profit and identifiable assets attributable to each of the eight 
aforementioned business segments are included in Note 13 to Registrant's consolidated financial statements 
contained in Item 8, Financial Statements and Supplementary Data. Additional information regarding 
Registrant's investments in filed maturity and marketable equity securities n included in Notes 2 and 3 to 
Registrant's consolidated financial statements. 

5 



[ " ' 

' 
\\ • 

0 

Item 2. Proeertles 

The physical properties used by Registrant's significant business segments are summarized below: 

Owned Approx. 
or Square 

Business Location Tvoe of Property Leased Footag11 

Company 
Headquaners Omaha, NE Offices Leased 4,000 
Insurance Omaha, NE Offices Owned 73,000 

Omaha, NE & other locations 
in California, Colorado, 
Kansas & Connecticut Offices Leased 117,000 

Candy Los Angeles, CA & South Plants/Warehouses/ 
San Francisco, CA Offices Owned 273,000 

California Warehouses/Offices Leased 252,000 
California & other Retail outlets and Leased 317,000 

locations principally quantity order centers 
in western states (214 locations) 

Newspaper Buffalo, NY Offices Owned 195,000 
Buffalo, NY Printing Plant Owned 150,000 
New York& 

Washington, D.C. Offices/Warehouses Leased 57,000 
Home On!aha, NE Retail Store Owned 274,000 .. Furnishings Omaha, NE & Lincoln, NE Warehouses/Offices Owned 752,000 
Encyclopedias, Elk Grove Village, IL & 
Other Reference Addison, IL Offices/Warehouse Owned 100,000 
Material Chicago, IL & Evanston, IL Offices Leased 86.000 

Australia Offices/Warehouses Leased 7,000 
United Kingdom Offices Leased 18,000 

Home Cleaning Cleveland, OH, 
Systems Andrews, TX & Plants/Warehouses/ Owned 397,000 

Walnut Ridge, AR Offices 
Cleveland, OH Warehouse/Offices Leased 21,000 
Canada & England Warehouses/Offices Leased 31,000 

Uniforms Cincinnati, OH & 
various other U.S. Plants/Warehouses/ 
locations Offices O\uned 223,000 

Hodgenville, KY & Plants/Warehouses/ 
various other U.S. locations Offices leased 2?5,000 

9 U.S. locations Retail Stores Owned 75,000 
44 U.S. locations Retail Stores Leased 291,000 

Shoes Morganton, NC, Womelsdorf, 
PA, Martinsburg, PA, Plants/Warehouses/ 
Huc.!Jon, NH, & Canada Offices 

Greenwic:b, er, Commen:e, CA, 
Owned 733,000 

Morganton, NC, Canada, 
Puerto Rico & Plants/Warehouses/ 
Dominican Republic Offices 367,000 
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Item 3, I.gal Proceedi!ll!S 

The Company is a defendant In litigation relating to the transactions in. which Salomon Inc ("Salomon") 
repurchased a significant l!lock of its common stock from a holder thereof and sold a new issue of preferred 
stock to the 'Cimpany. Twenty-one derivative action lawsuits have been filed against Salomon's directors 
challenging these uansactions and seeking damages; two of these lawsuits (Ruby Resnik v. Dwavne O. Andreas. 
eviiL, Delaware Chancery No. 9300, filed September 30, 1987 and Rodney Shields v. fohn H. Gu!freund. et 
j}., United States Distric:t Court for the Southern District of New York, No. 88 Civ. 1058, filed February 12, 
1988) named the Company as an additional defendant The lawsuits allege that the Salomnn directors 
breached their fiduciary duties to Salomon and its shareholders In connection with these uansactions, and the 
two lawsuits naming the Company claim, in essence, ll1at the Company participated in such alleged b~eaches 
of duty. The comp:ilnts in these lawsuits seek damages in unspecified amounts, a declaration that the sale of 
preferred stock to the company is illegal, null and void, an order requiring that the pteferred stock purchased 
by the Company be voted in the same manner as the majority of Salomon's shares, and rescission of tbe 
transaction between Salomon and the Company. Management does not expect the outcome of these Iz.wsuits 
to be materially adverse to the Company. Other litigation pending against the Company and its subsidiaries 
is not considered material or is ordinary routine litigation incidental to the business. 

Item 4. Submission of Matten to a Vote of Security Holden 

None 

Eacotive omcen or the R••tnnt 

Following is a list of the Regisuant'~. cii:ecutive officers: 

Name AG Posjtion wjth Registrant 

Warren E. Buffen 62 Chairman of the Board 

Michael A Goldberg• 46 Vice President 

Marc D. Hamburg 43 Vice President 

Charles T. Munger 69 Vice Chairman of the Board 

-.filDS!L.. 
1970 

1981 

1992 

1978 

• Prior to Feb1Uaty 1, 1993, Mr. Goldbergwasruponsible for managing BdalJin's Insurance Group. On Ftb1Uaty 
1, 1993, Mr. Goldberg relinquished his ruponsibililiu for the ovmi!l inanagmimt of the Insurance Group and, 
accmrlingly, is no lon[p an eucuttve offit:er (as defined by Rule 3b·7 of the £.rchange Attj. He does, however, 
continue to be a Vice Pruident of .Balahire. 

Each eRCUtive oflicer serves, in ac:amlance with the by-laws of the Registrant, until the first meeting of 
the Board of Dil-ecton followiq the next annual meeting of shareholders and until Im respective Sllccessor is 
chosen and qualilled o~ until he sooner dies, resigns, is removed or becomes disqualified. Mr. BUffett and Mr. 
Munger Do serie as directors of the Registrant 
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.Item 5. Market ror Registrant's Common Stock and Related Security Holder Matters 

Mark~ Information 

The Company's Common Stock is listed for trading on the New York Stock Exchange, trading symbol: BRIC. 
The following table sets forth the high and low sales prices per share, as reported on the New York Stock 
Exchange Composite List during the periods indicated: 

1992 
First Quaner ..... : .... . 
Second Quaner ........ . 
Third Quaner ......... . 
Fourth Quaner ........ . 

Shareholders 

IDill 
$9,000 

9,300 
9,950 

11,750 

~ 
$8,575 

8,!!50 
9,050 
9,150 

1991 
First Quaner ........... . 
Second Quaner ......... . 
Third Quaner ........... . 
Fourth Quaner .......... . 

Hi&h 
$8,275 
8,750 
9,000 
9,125 

~ 
S6,550 

7,760 
8,325 
8,150 

The Company had appromnately 7,100 record holders or its common stock at March 9, 1993. Record. owners 
included nominees holding at least 175,000 shares on behalf or beneficial-but-not-0f-recordowners. Management 
believes that the Company has more than 16,000 beneficial owners. 

otndmts 

Berkshire ilas not declared a cash dividend since 1967. 

Itaa 6. Select!d Fliiancl81 Data 

Select!d Flaanct81 Data ror tbe Put Fl-.e Yan 
(dollan in thousands, u.upt per shale data) 

1222 1991 122!:! 
Rennueo: 

Sales and scmce revenues .........•... s 1,774,436 s 1,651,134 s 1,580,074 
Insurance premiums earned ............ 664,293 776,413 591,540 
Interest and·<lMdcnd income· .•..•...... 495,409 4!11,793 450,295 
Realized investment gain .............. 89,937 192,478 33,989 
Sundey ................ - · · - · ·, .• · · · • ~~ 411.a ~~7~ 

Total revenues ...................... I :ul29:J.W 1~.1mm I 2.659.472 

Eu1liDp: 
Before realized investment gain •.•..•..• s 347,726 s 315,753 s 370,745 
Realized investment gain .............. ~~2 l~U~ a.1.348 
Net earnings ....................... I 407.am I 4~9.908 I 394.0ln 

Eandap per --
Before realized lll'ieltment gain ......... s 303.29 s 275.42 s 32339 
Realized imiatmeDI gain .............. 51-95 J08JO 21136 
Neteaminp ....................... I ~~.ld I Bl~ I ;ii~i7~ 

YIU'.....Sdai.: 
Total ._ts ........................ $16,944,778 $14,461,902 $10,670,423 
Term debt and other borrowings ........ 1,299,!llO 1,255,068 1,239,358 
Sbareboldcrs' equity •..••••••••••....• 8,896,331 7,379,918 5,7.117,454 
Common llbarea outstanding, 

in thoulancla . ·- ................... 1,149 1,146 1,146 
Sbareboldcrs' equity per 

outstanding share ................... I 7J45 I 6.W I 4,612 

8 

1989 1988 

Sl,S26,4S9 $1,407,642 
394,279 584,235 
331,452 314,251 
223,810 131,671 

1.m 27.094 

$2,483,821 W6:fJ!9'3 

s 299,902 s 313,441 
H7.S75 85.829 

S ff7Ap s m,po 

s 262.46 s 7:1331 
JZ'.Z~~ 7~.1§ 

s 390,01 s SP 

$9,459,594 $6,816,848 
1,007,516 480,009 
4,925,126 3,410,108 

1,146 1,146 

I 4.2.96 I 2.'¥75 
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• Item 7. Management's Olscmsion and Analysis of Financial Condition and Results of Operations 

·. 

Results of Operations 

Net earnings for each of the past three years are disaggregated in the table that follows. Amounts are after 
deducting minority interests and iaxes. 

(dollars in million•) 
1992 1991 1990 

Insurance Segment: 
Underwriting ........................................... . S(71.1) $(77.2) $(14.9) 
Investment income ....................................... . 305.8 285.1 282.6 
Realized investment gain ................................... . ..JU 73.8 ....lil 

Total • Insurance Segment ............................... . 270.8 281.7 279.5 
Non·Il>llurance business segments ............................... . 123.4 104.2 100.1 
Other businesses ............................................ . 30.7 27.6 31.9 
Realized investment gain not included above ........................ . 23.4 503 11.5 
All other excep! interest expense ............................... . 21.9 333 W.8 
Interest expense ............................................ . ~ .ilUl (49.7) 

Net earnings ......................................... . HIU W2.2 ~ 
In tM above tabk, inl-:n aptns• incumd by Consumu FiMnc. companies and by MUIUlll SavingJ and Loan 
Association is not ,..jlecr.d as "/n1-st aptns•" but inst•ad is ,..jlecr.d in amounu shown for"Othubusi&ss.s•. 

ni:~ business segment data (Note 13 to tl:e Consolidated Fmancial Statements contained in Item 8, Fmancial 
Statenil:it!S and Supplementary Data) should be read in conjunction with this discussion. 

1nsrmma Undtrwrilillg 

The after-tu figures shown abOVt: for Insurance underwriting derive from the following: 

(dollars in millions) 
1992 19?1 199() 

Underwriting gain (loss): 
Primary or Direct Insurance ................................ . s 8.0 s (2.5) s 0.5 
Reinsurance Assumed .................................... .. ..illLQ) ..illlJ.) ~ 

Underwriting loss - pre-tax ............................. .. (109.0) (119.6) (26.7) 
Applicable income taJ: credit ................................ . 37.7 42.2 11.6 
Applicable mil!Ority interest ................................ . ~ ~ ..J!.2 

After-tax underwriting lam ..........•................••........ 1JZlJ.) ~ JW.2l 

The Berbbile Hathaway Insurance Group engages in both insurance and reinsurance of property/casualty 
risks. In its insurance acttvities, as diltinguDhed from its reinsurance activities, its members assume risks of loss from 
penons primarily and dilec:lly subject to the risks. In its reinsurance activities, the members assume defined portions 
of similar or dissimilar rfllls to wbirh other insurers and reinsurers have subjected themselYes in their own insuring 
activities. 

A signitirant marketing strategy followed by all Insurance Group members is the maintenance of above 
average capital strength. Statutory surplus as regards polic:yholders of the Berkshire Hathaway Insurance Group 
increased to appTOlimarely $10.4 billion at year-end 1992. This unique capital stwngth crealeS opportunities for 
Berkshire Group members to negotiate and enter into contracts of insurance specially designed to meet unique needs 
of sophisticated insurance and reinsurance buyers. 
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• Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations (Continued) 

.. 

Insurance UnMrwriling (continued) 

Reinsurance Arsumed 

Underwriting results, stated on the basis of generally accepted accounting principles ("GAAP"), with respect 
to the reinsurance assumed business for the past three years are summarized in the following table. 

(dollars in millions) 

Premiums writ~en .............................. . 

Pr~~miums eame:ct .............................. . 
l..iJ:sses and loss e,;penses ......................... . 
Underwriting expenses .......................... . 
Total losses and expenses •........................ 
Underwriting loss - pre-tax ...................... . 

1992 
Amount _L 
5 607.2 

l.iill !Q!1Q 
589.7 115.3 

--1.M __],§_ 
_.§m w.2 
SC117.0) 

Disaggregated data follows for these activities. 

1991 
&nougt 
l 667.0 

s 635.4 
731.9 

~ 
~ 
1UW.J 

i990 
~ Amount ....!!... 

5435.2 

100.0 5437.5 !JlQ& 
115.2 432.2 98.8 

~ ....llJ. ...1! 
118.4 ~ 106.2 

~ 

__________ ,(dollars in millions), _________ _ 

Premiwm F.amed UndefWriting ' T Year-Eru! Reseryes• 
..Im.. ...!221.. 1990 ~ .1221- 1990 ~ .122L 1990 

Retroactive reimUrance and 
structured settlements . . . . . . . . . . . $145.5 $363.2 $42:.1:7 

Other reinsurance . . . . . . . . . . . . . . . ~ ~ ...Ill 
WJ J§'.>5.4 $437.5 

Premiums Earned 

s (66.0) s (49.0) S(2t.7) Sl,498.0 Sl,573.9 s1,002.2 
.J.ill!) ~ -il.i) ...filll -1l!Y ~ 

mll!!iSC117.ll mJ S2,415.2 S2,282,2 S!.463.7 

•Unpaid ro. .. s and kw adjwtmelll apenses 

As shown above, premiums earned in 1992 from retroactive reinsurance and struct11red settlements 
activities were much less than either of the previous two years. Premiums earned from retroactive reinsurance -
coverages of past loss events - amounted to $144 million in 1992, $362 million in 1991 and $370 million in 1990. 
These contracts were few in number but produced sizable premiums. Increasing competition in the retroactive 
reinsurance markets, together with the anticipation by ceding companies of new accounting standards to be effective 
in 1993, resulted in fewer opponunities to write such busin:ss during 1992. Further premium decline may occur in 
1993. 

Premium amounts shown above as "other reinsurance• include amounts earned from •finite mk" type 
policies - principally eEeSS of loss cowrages of silable but limited amounts - and cawtrophe eEeSS of loss policies. 
j'remiums earned from finite risk cowrages totalled about $183 million in 1992 and $197 million in 1991. Premiums 
earned from catastrophe e11Z1S of loss contracts totalled about $130 million ln 1992 and $48 million in 1991. Other 
reinsurance premiums earned also inc:hde amounts earned. from quota s&. r reinsurance contracts. 

Underwriting Loss 

The underwriting loss from retroactive reinsurance coverages amounted to $44 .. million for 1992, $26 million 
for 1991 and none for 1990 reflecting amortization of deferred charges re reinsurance assumed. See Note l(h) to the 
Consolidated Fmancial Statements for information with re.,pect to these charges. Underwriting losses from structured 
settlement activitics were about !;22 million for each of the past three years. These losses reflect accounting procedures 
which employ time·value-0f-moneyconcep11- amortization of deferred charges re reinsurance assumed and accretion 
of cmcounted structured settlement liabilities. The amortization and accretion are accounted for as losses incurred, and 
d!us, because there n no related premium income, as underwriting losses, over the ezpected claim settlement periods. 
Amortization and accretion charges are ezpected to total nearly $70 million in 1993. 

10 
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Item 7. Manaeement's Discussion and Analvsis or Financial Condition and Results' or Operatiom (Continued) 

!.'l:;;ii':Qllce Vnderwriling (continued) 

Reinsurance Assumed (continued J 

, Underwriting losses in 1992 and 1991 in other reinsurance included $55 million and $98 million, respectively 
from rinite risk type coverage. in pricing most reinsurance products, the concept of the time-value-of-money is an 
important consideration due to the anticipated extended claim payment period - or 'tail'. This is especially true with 
respect to pricing of fmite risk coverages, the premiums for which are based in significant part on time discounting of 
expected losses. Losses ~nd loss expenses are established for these contracts on an undiscounted basis. However, 
because these coverages, when written, related to future loss events, no deferred charges were established. This 
business1is accepted, nonetheless, because of the large amounts of investable policyholder funds (or 'float') that it 

\, 
produces; 

The catastrophe t:xcess of loss reinsurance business produced a net underwriting loss for 1992 of about $2 
million. This compares to an underwriting gain of about $8 millionfor 1991. Aggregate exposures to loss from a single 
event now approach $300 million and a given year may have losses from several events. In each of the past two years, 
the vast majority of losses incurred under catastrophe reinsurance treaties resulted from a single loss event. Losses 
ir..::urred in 1992 r::lated to Hurricane Andrew totalled about $125 million and losses incurred in 1991 due to Typhoon 
Mireille were about $38 million. 

Favorable developmentofabout $30 million was recorded in 1991 with respect to liabilities under pre-1990 
major quota share reinsurance contracts. No development with respect to those contracts was recorded in either 1992 
or 1990. 

,The estimated liability for unpaid losses and loss expenses from reinsurance assumed businesses, as shown 
in the preceding table, totalled about $2.4 billion at the end of 1992, an increase of about $1.6 billion since the end 
of 1989. Subsequent loss development with respect to a liability of this magnitude may cause substantial volatility in 

•• future periodic earnings. In addition, the potential for such earnings volatility is greatly enhanced by the Group's 
increasing presence in the catastrophe reinsurance business. Berkshire's management, however, is willing to accept such 
short tertn volatility provided tllat the prospects fo.r long tertn profitability are favorable. 

PrimtJN or Direct Insurance Underwriting 

A s·lillllllllcy follows of the combined underwriting results, stated on a GAAP basis, of the Berkshire 
Hathaway Insurance Group's primacy or direct insurance operations. 

Premiums written ...•..••...••......••. 
Premiums earned .....•••.....•••....•• 
Lo&ses and IOM expell.ICI .....••.....•••.. 
Underwriting expenaea ••••••••••••••.••• 
Total IOMeS and expenaea ••...•••........ 
Underwriting gain {IOll) - pre-tax ••••...•• 

______ _..(dolla!ll are in millions) _____ _ 
199'2 

100.0 
64.1 
~ 

1991 1990 
&nount -L Amount -L 
~ W2.1 
EiLl! 100.0 jJ 54.0 

95.2 67.5 102.0 
~ M.J. ..11.i 
..lfil 101.8 ~ 

1.W> 1..J!.1 

100.0 
66.2 
.ru 
99.6 

Favorable loss development, <liscussed on the following page.,, of beginning-of-the-year loss rieserves 
represented respectively, 23.8%, 16.9%, and 11.9% of premiums earned in 1992, 1991 and 1990. Withoutsuch credits, 
total losses and expenses as a percentage of premiums earned were: 1992 - 118.6%, 1991 - 118.7%, and 1990 -
111.5%. 

The comparative improvement in the 1992 unllerwritingexpense ratici'over 1991and1990 for the primacy 
or direct insurance business was due to a higher percentage of premiums earned in 1992 from specialty risk operations. 
Such business incurs considerably lower underwriting expenses than either the traditional motor vehicle/general liability 
or Homestate companies/Cypress Insurance Company units. 
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Item 7. Management's Discussion and Analysis of Financial Condition and ResiJits of Operations (Continued) 

lnsurana1 Underwriling (C6ntinwd) 

Primary or Direct Insurance Underwriting (continued I 

The premiums earned for the past five years by each of the underwriting units that produce the Group's 
direct business are reflected in the following table: 

(dollars in millions) 
Underwriting Unit 1992 !991 .1990 !2M I~ 
Traditional motor vehicle/general liab!lity operations .................... . s 85 s 89 s 94 $113 '"~}68, 
Commercial casualty/profes.sional liability/specialty risk operations .......... . 27 14 18 20 54 
Homestate companies/Cypres.s Insurance Co ........................... . 41 -l.!! ~ ~ ..1Q 

Total premiums earned ........................................ . Wl Wl $154 W2 ~ 

The "traditional" business, written through general agents located nationwide directed from National 
Indemnity Company's Omaha offices, represents principally casualty coverages for commercial accounts. The operations 
are termed internally as those of the "National Indemnity Primary Group.• The commercial casllalty/professional 
liability/specialty risk operations located in Stamford, Connecticut, enter into "tailored" Insurance contracts for insureds 
presenting risks unusual in nature and/or especially large in amount. Th;~ Homestate companies underwrite miJitiple 
lines of principally casualty coverages for standard risks located predo\11inantly in their "homestates• - Nebraska, 
Kansas and Colorado. In 1992, the Homestate units began to expand u'.eir operations by underwriting similar risks 
located o~tside their homestates. Cypress Insurance Company underwrl~es primarily workers' compensation risks in 
a .highly competitive market environment in California. 

As reflected in the table above, premiums earned by each of these units has, almost without exception, 
declined steadily over the past several years. Each of the units employ disciplined underwriting approaches. Members 
are encouraged to reject underpriced risks without regard to volume considerations. As a resiJit of this suategy, during 
periods of adequate or excessive industry insuring capacity, as have prevailed since 1986, competitors write increasing 
amounts of primary or direct insurance by charging lower prices than those of the Group. lmtorically, these lower 
prices have led competitors to exit the markets as a resiJit of incurring unacceptable losses. Management believes this 
pan of the cycle will occur again, at an unpredictable fUture time, leading to increases of primary or direct insurance 
offerings to. the Group. Management dQC!; t:ot believe tltat the increase in 1992 premiums earned over 1991 for two 
of the three direci :operations of the gr~up to be significant evidence tltat the upside of this cycle has already begun. 

Summarized below is loss and loss expense data from primary or direct insurance underwriting: 

(dollars in millions) 
I~ 1991 122!! 

Unpaid losses and Joa expenses at beginning of year ......... . ~ ~ W2.Z 
Incurred losses ("Ccorded: 

Current year occurrences ........................... . 134.4 119.0 1203 
All prior years' occurrences .......................... . ~) 1m) ..£W) 

_2!!J! ~ ~ 
'Payments with respect to: 

Current year occurrences ........................... . 421 233 21.7 
All prior years' occurrences .......................... . ..MJ. ~ ..IJ2,2 

.llU ...lli2 ...tiil 
Unpaid I~ .and Joa expenses at end of year ............. . DZ" ~ ~ 

• Excbules unpaid lo.r•.s lllld lo.r• apetut• of Ctniral Statt9 lndtmnily Co. of Omaha - acquirrd by Btrlahitr! at 1114 tnd of 1992. 
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Item 7. Management's Discussion and Amlysi• of Financial Condition and Results of Operations (Continued) 

lnsuranl-r ,Underwriting (continlll!d) 

~'Y or Direct Insurance Underwriting Cconti11ued I 

<;:redits against incurred losses were recorded in each of the last three years for "all prior year occurrences." 
They are corrections of estimation error that are credited or charged to earnings in the year made. Relating these 
credits for each year to the related estimated unpaid amounts at the beginning of the respective year, the "savings" 
were: 1992'- 6.4%, 1991 - 4.1%, and 1990- 2.9%. 1992 was the sixth consecr_ _.<;year of favorable development, 
which might be viewed as somewhat comforting. But additional cases of an unknown number and magnitude for pre-
1992 losses are certain to be reported. A provision for late reponed cases is, of course, included in the S536.7 million 
1992 ~ear-end accrual for unpaids. But, that total amount is subject to the favorable or unfavorable devi:lopment that 
will be recorded in future years. The favorable development recorded in each of the most recent three years related 
principally to the traditional commercial automobile business of the National Indemnity Primary Group. 

At the end of 1992, Berkshire acquired for cash, 82% of Central States Indemnity Co. of Omaha ("CSI"). 
Accordingly, none of CS l's underwriting results of 1992 were included in the accompanying financial statements. During 
1992 CSI produced premiums earned of about $82 million and an underwriting gain of about S8 million. CSI primarily 
underwrites credit insurance for individuals distributed through credit card issuers nationwide. 

1992 
1991 
1990 

/nsuram:e SegtMnt Investment ltll'4ml! 

Following is a summary of Insurance Group net investment income for the past three yezrs. 
______ (dollars in millions). ______ _ 

Investment Investment 
Income Applicable Applicable Income After 
Before Income Minority Tues and 
Taxes Tam Interest Mjgqrity Int. 
$355.t $ 46.S $ 2.8 $305.8 
331.8 43.8 2.9 285.1 
327.0 41.2 3.2 282.6 

Invested assets increased in each of the past three years. In the three year period, Berkshire contnl>uted 
approximately $200 million additional capital to the Group, and reinvested earnings of the Group for that period 
amounted to approximately S540 million. Contributing to a further increase in invested assets was about Sl billion 
increase during the past three year period in the amount of 'floot' from policyholder funds. 1bat term denotes the sum 
of unpaid losses, unpaid loss adjustment ~nses and unearned premiums, less the aggregate of agents' balances 
receivable, amounts recoverable as reinsurance on paid losses, deferred policy acquisition costs and deferred charges 
re reinsurance assumed. The net amount of Ooat was approximately Sl.54 billion at the end of 1989, Sl.63 billion at 
the end of 1990, S2.07 billion at the end of 1991, and S2.51 billion at the end of 1992. 

An ofl'Setting factor which influences the comparative amounts of investment income shown above derives 
from the reduced amounts of dividends earned from the Group's investment in The Gillette Company. From July 1989 
until April 1991, the Gillette investment was in the form of a>nvertible preferred stock. On April 1, 1991, the preferred 
stock was converted into Gillette Company common stock, which canied a .much lower dMdend yield. Dividends 
earned from the Gillette investment totalled S16.7 million, S24.3 million, and $52.S million in 1992, 1991 and 1990, 
respectively. 

13 



' 

Item 7. Management's Discussion and Analysis or Finencial Condition and Results or Operations (Continued) 

Non·lrisurance Business Segments 

A summary follows of results to Berkshire from these identified business segments for the past three years. 

(dollars in millions) 
1992 199! 1990 

Amount ~ Amount _..2i_ Amount "' -··-
Revenues ................................. s1, lB4.S 100.0 Sl,204.8 100:-11 Sl,12(.).8 100.0 
Cost and expenses ........................... l.074.6 .fil.1 ..!.!m!1 ~ _.?50.2 84.8 
Operating profit ............................. 209.9 16.3 176.! 14.6 170.6 15.2 
Income taxes .............................. 83.2 6.S 69.0 5.7 67.3 6.0 
Minority Interest ........................... __ll 0.2 ___1,2 0.2 -~-2 0.3 

Contribution to net earnings ................... $ 123.4 9.6 s 104.2 8.7 $ -i00.1 8.9 -
The business segments that produced the above results numbered seven in 1992 and 1991 versus six in 

1990. The results of these businesses during this period are dealt with in the following sections. 

1992 compared ro 1991 

A comparison of revenues and operating profits between 1992 and 1991 for each of t:'le identifiable non 
insurance business segments follows. ____ ,(dollars in millions),___ Operating Profit 

Revenues Operating Pmtiy as a % of Revenues 
Sesment - Primary Business 1992 1991 1992 1991 1992 1991 

candy - See's candies ............................ $ 197.2 $ 196.0 $ 41.4 $ 41.4 
Encyclopedias, Other Reference Materials - World Book . . 246.1 311.S 2f.2 22.2 
Home Cleaning Systems - Kirby . • • • • . • • • . . . • . . • • . • • . 190.1 1920 37. 7 37.3 
Home Furnishings - Nebraska Furniture Man . . . . . . . . . . . 186.1 171.0 16.7 13.9 
Newspaper - Buffalo News . . . . . . . . . . . . . . . . . . . . . . . . . 139.7 130.3 47.3 36.6 
Shoes - H. H. Brown . . . . . . . . . . . . . .. . . . . . . . . . . . . . . 215.0 104.0 25.6 12.5 
Uniforms - Fecbbeimer's ...........•.............. ~ __1l!!!Jl ..ll!! ~ 

St ?MJ ll,204.8 Ul!2.2 ™ 

21.0 
11.S 
19.8 
9.0 

33.8 
11.9 
11.8 

21.1 
7.1 

19.4 
8.2 

28.0 
12.0 
12.2 

Revenues from the seven identifiable non-insurance business segments of $1,284.5 million increased $79.7 
million (7%) from the prior year. The overall operating profit from these business segments of $209.9 million increased 
$33.8 million (19%) over the comparable prior year results. 

The most significant revenue increase oc:cuned within the shoe segment and arose from the fact that 
Berkshire acquired H. H. Brown ("Brown") on July 1, 1991 and thus full year results for 1992 are being compared to 
six month results for 1991. About $13 million of the operating profit increase is a result of the Brown acquisition. 
Brown's operating profils as a percentage of sales were relatively unchanged when comparing the full year& 1992 results 
with the last six months of 19'J1. On December 30, 1992, a significant addition was made to this business segment as 
a result of Berkshire's acquisition of Lowell Shoe Company ('Lowell'). Lowell manufactures and markets women's 
casual, service and nurses footwear. It is expected that revenues from this segment will be increased by about $90 
million during 1993 as a result of this acquisition. Senior management of Brown has overall responsibility for managing 
this business. 

Revenues from the home furnishings segment increased in 1992 by $15.1 million (9%) over the prior year. 
Increases were achieved among all major product lines ranging from 5% in furniture to 30% in carpeting. The 
carpeting comparison was favorably affected by an acquisition during the third quaner of 19'Jl of a business that sells 
commercial carpeting. On DCcember 31, 1992, the Nebraska Furniture Man acquired a 360,000 square foot building 
and ten acres of land located adjacent to its eJ:isting retail store and warehouse. Along with 11roviding additional 
warehousing facilities, a portion of the building will be used to operate a factory outlet store for manufacturers' 
closeou!S and discontinued product lines. A modest increase in 1993 revenues and operating profits is anticipated as 
a result of this new business scheduled to begin in Spring of 1993. 
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Item 7. Management's Discussion and Analysis or Financial Condition am! Results or Operations (Continued) 

Non-lnsurana1 Business Se~nts ( continu£d) 

1992 compared to 1991 (continued) 

The uniform segment's revenues increased Sl0.3 million (10%) in 1992. During 1992, an additional to retail 
locations were added and this segment now includes 53 retail locations. In addition, a manufacturer or ~pecialty 
uniforms was acquired during the second hair or 1992. These additions accounted for substantially all or ihe 1992 
revenue increases as wholesale distribution sales and retail same store sales were relatively unchanged between years. 

The newspaper segment's 1992 revenues or $139. 7 million increase,:S9.4 million (7%) over ihe prior year. 
After experiencing declines during ihe first ihree quarters or 1991, advertising revenues stabilized during 1991 's fourth 
quarter and increased throughout 1992. In addition to the impact or increased advertising revenues, operating profits 
were enhanced by a continued slide in the cost of newsprinL The average cost of newsprint declined 20% in 1992 as 
compared to 1991. This decline has reversed and since the beginning of 1993 newsprint costs have increased 21 %. 
Further increases are likely later in 1993. Somewhat offsetting the favorable factors was a special charge during 1992 
of S2.9 million to buy out employees with lifetime job guarantees. A similar, but lesser, charge of Sl.4 million was 
incurred during 1991. While these buy outs have had a negative impact on operating results for the past two years, the 
News should derive long term benefits from the reduced size of the work force. 

Sales of the candy segment were relatively unchanged between years. See's experienced a decline in volume 
as pounds of candy sold. decreased 4% from the prior year. However, a 5% price increase effective Januacy 1, 1992 
offSet the impact of reduced volume. On December 1, 1992, the state of California abolished the 8.5% sales tax it had 
Imposed, effective July 15, 1991, on 'candy and snack foods'. Because of See's heavy presence in California, this tax 
had applied to 80% of its sales. Sales volume from equivalent shops increased during December 1992 as compared 
to the comparable 1991 period. · 

Revenues from the home cleaning system segment declined 1 % from the prior year. The decrease was 
primarify the result of reduced Kirby cleaner unit sales in foreign markets. Foreign market unit sales, which account 
for about 20% of this segment's business, declined 27% versus 1991 levels. The introduction into foreign markets of 
the Generation 3 model, with its additional features and higher price, helped to negate the impact on revenues of 
reduced foreign unit sales. The same model was successfully introduced domestically during 1990. 

During 1992, revenues from the •encyclopedia, other reference material" segment declined $65.4 million 
(21 % ). About one half of the decline resulted from the discontinuance during December 1991 of the syndication 
business. This business consisted of direct mail marketing of primarily non-educational products. The remainder of the 
decline in revenues resulted from a further reduction, which began during 1991, in World Book and Childcraft unit sales. 
During 1991 a major restrUcturing of the encyclopedia sales force be gall. Th1' restrUcturing continued during 1992 and 
necessitated major. management changes including some terminations. A replacement hiring program has begun but 
it has not yet aclueYed its objectives of increasing the size of the sales force. 

In spite of the redm:ed encyclopedia sales at World Book, 1992 operating profits as compaiild to 1991 
increased rather significantly. Overall operating profits of $28.2 million represent an increase of $6.0 million over 1991. 
The discontinuance of the syndication business which incurred an operating loss of $3.4 million' d1uing 1~1 accounts 
for slightly over 50% of the improvement in 1992 operating profits. Also accounting for the improvement in 1992 was 
a reduction of reserves which had been previously established again~t salespersons advances and draws. Both of these 
factors are of a one time nature and in order to further enhance profits during 1993 and beyond, it will be necessary 
for this segment's management to stre:;gthen its sales force by successfully implementing the sales force restructuring 
program. 
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Item 7. Manaument'fi Discussion and Analnis or Financial Condition and Results or Operations (Continued) 

Nf!.n·lnsuruJ1a Business SegtMnts (continued) 

1991 compared to 1990 

Revenues from the non-insurance business segments increased $84 million (7.5%) in 1991 as compared 
to 1990. The Brown acquisition on July 1, 1991 more than accounted for the increase as revenues from this business 
were $104 million during the second half of 1991. Offsetting this increase was a reduction in World Book revenues of 
$32 million (9o/o). World Book's reduced revenues resulted from a significant decline in unit sales of encyclopedias. 
This decline resulted from recessionary pressures as well as the aforementioned sales force restructuring which began 
during 1991. Revenues from Berkshire's other five segments were $789.3 million during 1991 compared to $777.9 
million during 1990. None of the five segments had increases in excess of 6% and only the Buffalo News with a decline 
of 4% had lower revenues during 1991 as compared to 1990. Operating profits of S176.1 million during 1991 were S5.S 
million (3%) greater than in 1990. The inclusion of Brown's results during the last six months of 1991 more than 
accounted for the increase. 

Business Other Than Identified SegtMnts 
(dollars in millions) 

I~ 199] ]990 

Rfo:.v~nur.s ...............•••...................•..•.......•. $567.7 ~ B2 
Operating profit ........................................ : ... . $ 543 $ 493 $ 56.4 

Inc1Jme taxes ................................... · · • · ..... · • 21.8 193 21.6 
Minority interest .......................................... . _u _li _2,2 

Contribution to net earnings ................................... . U!.Z ~ 1J1.2 
The above represent aggregate data for businesses that numbered 24 in 1992. Berkshire management 

believes that narrative discussion of the results of the constituent businesses would not yield significant benefit to 
investors or others, particularly in view of the relative consistency of the year-to-year aggregate data. 

/tlkteSI &pe-
Jnterest expense in both 1992 and 1991 includes premiums paid to redeem certain term debt (redemptions 

were $204 million in 1992 and $72 million in 1991) prior to scheduled maturity. Premiums charged to interest expense 
related to such redemptions were $16.2 million during 1992 and $5.7 million during 1991. Interest expense for 1992 
also includes a charge of $6.3 million representing the writeotJ of deferred financing costs related to Berkshire's z.ero 
Coupon Convernllle Subordinated Notes which M:re due to mature in 2004. On December 16, 1992 Berkshire 
announced that it would call this issue for redemption on January 4, 1993. On that date all outstanding notes which 
had not previously been converted into shares of Berkshire common stock M:re redeemed for cash (See Note 5 to the 
Consolidated Financial Statements). 

klllia4 Iii""""'"' Gcill 
Realized ilmaanent pin has been a recurring element in Berkshire's net earnings for many years. The 

amount - recorded when appreciated securities are sold - tends to ftuctuate significantly from period to period, with 
a meaningful effect apon Berkshire's consolidated net earnings. But, the amount of realized invesanent pin for any 
given period bas no predictive value, and variations in amount from period to period have no practical analytical value, 
particularly in view of the unrealized price appreciation now existing in Berkshire's consolidated investment portfolio. 

Uqoldlty and Capital Resouras 

Berkshire's Consolidat.i:d Balance Sheet as of December 31, 1992, reflects continuing capital strength. In 
the past three years, Berkshire sb'£reholders'equitybas increased from appromnately $4.9 billion at December 31, 1989 
to approximately $8.9 billion at December 31, 1992. In that three-year period, realized and unrealized securities gains 
increased equity capital by approximately $3 billion, and reinvested earnings, other than realized securities gains, were 
about St billion. 
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·-

11\fOEPENDENT AUDITORS' REPORT 

To the Board of Directors and Shareholdl;lrs 
Berkshire Hathaway Inc. 

We have audited the accompanying consolidated balance sheets of Berkshire Hathaway Inc. and subsidiaries 
as of December 31, 1992 and 1991, and the refar~d statements of earnings and cash flows for each of the three years 
in the period ended December 31, 1992. These fmancial statements are the responsibility of the Company's 
management Our re~ponsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
of material misstatement An audit includes examining, on a test basis, evi<lence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statement~ present fairly, in all material respects, the financial 
position of Berkshire Hathaway Inc. and subsidiaries as of December 31, 1992 and 1991, and the results of their 
operations an!l their cash flows for each of the three years in the period ended December 31, 1992, in conformity with 
generally accepted accounting principles. 

Omaha, Nebraska 
March 8, 1993 

~r~ 
DELOITIE & TOUCHE 
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• Item 8. Finandal Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

CONSOLIDATED BALANCE SHEETS 
(dollars in 1housands excepl per share amounis) 

ASSETS 
Cash and cash equivalents ..................................... . 
Investments: 

Obligations with fixed maturitfos ............................. . 
Marketable equity securities ................................ . 

Loans and accounts receivable ............ : ..................... . 
Inventories ......................•........................... 
Properties and equipment. ........ , ............................ . 
Other assets ............•...........•........................ 

LIABILI11ES AND SHAREHOLDERS' EQUllY 
Losses and loss adjustment expenses .............................. . 
Unearned premiums .......................................... . 
Accounts payable, aa:rua~ and other liabilities ...................... . 
Income taxes ....••...•........•....•........................ 
Tenn debtand other borrowings ................................. . 

Minority sharehoklers' interests ................................. . 

Sharehoklers' equity: 
Common stock of SS par value. Authorized 1,500,000 shares; 

Issued 1,377,364 shares, iii 1992; 1,375,202 shares, in 1991 ...•....... 
Capital in exi:ess of par value ................................. . 
Unrealized appreciation of marketable equity securities, net .......... . 
Retained earnings ......................................... . 

Less common stock in treasury, at cost (228,761 shares) ............... . 
Total shareholders' equity ••...••..•.........••............. 

December 31. 
1!192 1!191 

s l,192,363 

2,102,614 
11,652,654 

690,628 
282,141 
224,510 
799,868 

$16,944, 778 

$ 2,978,481 
227,808 
895,639 

2,517,186 
1.299.810 

1.918.924 

129.523 

6,881 
1112;264 

5,047,219 
3JW7'!4 
8,938,624 

42.293 
8.89§.331 

$16,944,778 

s 762,000 

2,337,954 
9,182,524 

904,471 
256,473 
222,139 
796.341 

$J4,461.9Q2 

$ 2,849,089 
152,490 
779,081 

1,929,074 
_J.255.068 

6.964,802 

ll7.J82 

6,876 
157,377 

3,962,989 
3.294.969 
7,422,211 

4tm 
7.379.918 

S14,4§1,9()2 

See accompanying Notes to Consoli.dated Financial Statements 
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Item 8. Financial Statements and Suppl-entarv Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

CONSOLIDATED STATEMENTS OF EARNINGS 
(dollars in thousands except per share amounts) 

Year Ended December 311 

1992 1991 IMO 

Revenues: 
Sales and service revenues ...•.................... 
Insurance premiums earned . , . . . . . . . . . ........... . 
Interest and dividend income . . . . . . . . . . ........... . 
Realized investment gain ........................ . 
Sundry income . . . . . . . . . . . . . . . . . . . . . ........... . 

Sl,774,436 Sl,651,134 Sl,SS0,074 
664,293 776,413 591,540 
495,409 481,793 450,295 
89,937 192,478 33,989 
5,~ 4,178 lJ74 

Cost and expenses: 
3,029340 3,105.996 2,659,472 

Cost of products and services sold ................. . 
. Insurance losses and loss adjustment expenses ........ . 
Insurance unde!Wdting expenses ................... . 
Selling, general rind administrative expenses .......... . 
Interest expense ................... , .....•...... 

1,049,721 939,011 871,073 
687,625 827,169 534,261 
85,628 68,837 &3,926 

531,253 556,146 541,054 
l~.496 121.~7 Jl2.692 

W8.723 2,513,010 2,143,~ 

Earnings before income taxes ....... " .............. . 550,617 592,986 516,466 

Income taxes ...............................•.... l~.lm )42.058 112.047 
412,528 ·. 450,928 404,419 

Minority interest ...........•..................... 5,243 JJ,02Q 10J26 

Net earnings ................ , ................. . s 4W2§S s 439,908 s 394.993 
Average shares outstanding ...................... . 1.116,492 1.146441 J,146,ffl 

Net earninp per sbare .......................... . ~ DH w 
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ltan 8. Financial Statements and Supplementary Data (Conrinued) 

BERKSHIRE HATIIAWAYINC. 
and Subsidiaries 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(dollars in chousands) 

Year Ended Decemher 31. 

Cash fl~ws fr~m operating activities:. 
Net mcomi; .................................. . 
Adjustmeats to reconcile net income to cash flows 
fro1,11 operating activities: 

Depreciation and amortization ................. . 
Realized investment gain ...................... . 
Investment purchase price discount 

accretion less.premium amortization ........... . 
Accretion of issue discount on zero coupon notes .... . 
Minorily interests ............................ . 
Changes in assets and liabilities before effects from 

business acquisitions: . 
Losses and loss adjustment expenses ........... . 
Deferred charges re reinsurance assumed ........ . 
Unearned premiums ....................... . 
Accounts receivable ........................ . 
Accounts payable, accruab and other liabilities .... . 
Income taxes ............................. . 
Other ...............................•... 

Net cash flows from operating activities ........ . 
Cash flows from investing activities: 

Purchases of filed maturily investments ............. . 
Purchases of marketable equily securities .....•....... 
Proceeds from sales of filed maturily invatments ...... . 
Proceeds from redemptions and maturities of filed 

maturily investmenu ......................... . 
Proceeds from sales of marketable equily securities .... . 
Acqeition of businesses ........................ . 
Loans originated in finance businesses .............. . 
Principal a>llection on loans ...................... . 
Other ..................................... . 

Net cull flows from investing activities ........ . 

Cash· flows from ""'acing activities: 
Proceeds from borrowinp ....................... . 
Repayments of bonowinp ....................... . 
Other ................................... .. 

Net cash flows fro111 financing activities ........ . 

Increase in cash and cash equivalenu .......... . 
Cash and cash equivalents at beginning of ,ar .......... . 

Cash and cash equivalents at end of ,ar .............. . 

1992 1991 l.990 

s 407,285 s 439,908 s 394,093 

41,074 37,175 34,083 
(89,937) (192,478) (33,989) 

(3,629) (26,931) (58,648) 
25,329 23,881 22,618 
5,243 11,020 10,326 

102,789 798,784 613,994 
46,931 (178,328) (350,787) 
75,274 26,109 (17,250) 

239,428 (177,043) (133,809) 
150,615 (6,067) 32,271 
29,004 (41,039) (1,813) 

CJ2.221) (~.§1§) ll,:t79 

997,185 70!U73 522,568 

(258,617) (377,332) (287,700) 
(913,037) (S0:.;,633) (729,352) 
284,301 292,010 61,035 

371,514 399,120 21,457 
100,270 522,701 261,923 

(119,948) (161,043) 
(160,261) (163,803) (132,313) 
127,913 124,760 110,415 
(~.29') £11~ IJ,762 

(573,159) 084A!!Ci) (682.m) 

1,000,427 455,972 785,818 
(955,464) (464,913) (576,634) 
(38.626) (770) (ZIWl2) 

!i :u:z (2.ZJI) 20LJQ2 
430,363 514,97fi 41,897 
762.000 2f7.024 B.127 

IJ.J92.36.1 I 7§aMl I ~Z~! 

See accompanying Notes co Consolidated Financial Sramnmu 
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Jtem 8. Financial Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

NOTES TO CONSOLIDATED .-JNANCIAL STATEMENTS 
December 31, 1992 

(1) Signiftcmnt accounting policies and practices 

(a) Basis of consoUdalion 
The accompall}ing Consolidated Financial Statements include the accounts of Berkshire Hathaway Inc. (the 

"Company' or "Berkshire') consolidated with accounts of all its subsidiaries. lntercompany accounts and 
transactions have been eliminated. 

(b) Cash equivaknlS 
cash equivalents consist of funds invested in money market accounts and in investments with a 

maturity of three montiis or less when purchased. 

(c) Imie.1tmen1S 

Investments in obligations with fixed maturities are carried at cost. Marketable 
equity securities held by members of the Berkshire Hathaway Insurance Group are carried at market yalue, 
marketable equity securities held by the Company and by non·insurance subsidiaries are carried at the Jower 
of aggrepte cost or market. · 

(d) Cost ofillvtnnunlS sold 
Cost of investments sold is usually determined on a first-in, first-out basis. Occasionally, when specific 

identification results in lower applicable income talles, identified cost is used. 

(e) Goodwill and 11111JG1ive goodwill of acquirrd bwiMss•• 
1be difference between purchase COil and the fair value of the net assets of acquired businesses 

is amorti2ed on a straight line basis a.er forty years. The net unamonized balance is carried in other assets. 

lf) /nsutaMt premium acqWnlion costs 
For financial reporlillg purpoees, certain costs of acquiring insurance premiums are defero>d, subject 

to ultimate recoverability, and charged to income as the premiums are earned. With respect to 1?remiums 
received Wider major quota-abare reinsurance contracts, the computation of ultimate recoverability of the 
directly related acquilitioa COil tata into account investment income anticipated to be earned on funds held 
subject to the COlllraCll. Otherwise, ultimate recoverability of !'~~um acquisition costs is determined without 
reprd to imatment incame. 

(g) Deferred c""1pju JY 1riluulanct -" 
1be m:aa Of ,..im1tM liabilitia far ctaiml and claim costs ultimately payable by the Insurance Group 

aw:r COlllideralion received with iapec:t to retroactive property/casualty reinsurance contracts that provide for 
indclllllillcatioll of imunnce rilt, Cllber tbaJI structured sctUements, is established as a deferred charge at 
incepliaa of u:ll -. Tbe deferred charges are sublequently amortized using the interest method a.er 
the periodl that the liabilitiea far the ctaiml and claim COllS are expected to be outstanding. Al December 31, 
l!WZ mt 1991, deferred cbarges re reinsurance a.urned in the amounts of $482,1(14,000 and SS29,11S,OOO 
~ are included in Cllber a.ets. 

<h! LoauM4m~~ 
Liabiliiy far ~ and km adjullment espenscs represents the agg.iepte of such obligatiom of 

members ofthe llllunoce Group with respect to: (a) prospective property/c8:11181ty i1~ and reinsurance 
contracts, (b) rellOKtive property/casualty reinsurance contracts that provide li.ir indlimnilication of iDaurance 
rist, Cllber tbaJI IUUctured sctUements, and (c) contracts providing for periodic 1"'-yments with respect to aetUed 
claima ("IUUctured aetUements"). Emopt far structured sctUement liabilities which are stated at clilcounted 
present wlua, the liabiliiy. for lcmea and Im adjullment espe- ii at the agrepte of eati!Dlted uld!Dlte 
payment amounts 1- amounts recoverable on account of reinluranc:e. 

UIU!Dlte payment amounts with respect to pnllpeCtive contracts are determined from (i) individual cue 
eslimatea, (ii) Clti!Dltea of incurred but not reported 108&1, bued on past esperience, and (iii) reports of IOMeS 
from ceding illlurers. 
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: Item 8. Financial Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Finantial Statements (Continued) 

(1) Sipiftcant acciiunting policies and practices (Cominued) 

(h) . Losses and loss adjustmenl expenses:(cominued) 
Ultimate payment amounts with respect to retroactive reinsurance contracts that provide for 

indemnification of insurance risk, other than muctured setUements, are established for financial reporting 
purposes at maximum limits of indemnification under the contracts. This liability at December 31, 1992 was 
Sl,232,162,000 and at December 31, 1991 was Sl,296,875,000 of which, respectively $482,184,000 and 
$529,115,000 were established for financial reponing purposes as deferred charges re reinsurance assumed. See 
also l(g) above. For statutory reporting purposes, liabilities under these contracts are established, not at worst
case maximum los.5 li!!:;ts, but at best estimates of claims and claim costs ultimately payable thereunder. These 
"best estimates" yielded respectively as of December 31, 1992 and December 31, 1991 liabilities ofS939,568.000 
and $911,829,000. Underwriting IOSM:S reponed with respect to these contracts in the accompanying financial 
statements were $44 million for 1992, $26 million for 1991 and zero for 1990, whereas for statutory reponing 
purpos:s the corresponding figures were $89 million, $184 million and S68 million. 

Liabilities under structured setUement contracts are established on a contract-by-contract basis when the 
contracts are entered into, at the then present value of the actuarially determined ultimate payment amount 
discounted at the market interest rate. Thereafter, annual accretions to the liabilities are charged to losses 
incurred. The aggregate of these liabilities fur financial reponing purpost:a at December 31, 1992 was 
$265,887,000. For statutory reporting purposes, where the liabilities are determined using diM:ount rates 
mandated by Insurance Regulatory authorities (5% for contracts incepting after 1986 and 7% with respect to 
contracts dated prior to 1987), the aggregate of structured :;etUement liabilities was $345,517,000. 

(j) l11SU1011Ce [mmiums 

(k) 

Insurance premiums for prospective insuranc.e a11d non-property causbpphe reinsurance policies are recognized 
as revenues ratably over their terms with llneamed premiums comP, ~led on a monthly or daily pro rata basis. 
Premiums for catastrophe excess of IOl!S reinsurance contracts are deferred until the earlier of a IOl!S occurrence 
or policy expiration. Consideration received for indemnification of risk under retroactive reinsurance contracts, 
including structured setUements, is accounted for as premiums earned at the inception of the contracts. Both 
eal'll~-and unearned premiums an; 'stated net of amounta ceded to reinsurero. 

Income tau1 
Cenain items of ·income and deductions are recognized in the financial statements in time periods 

that differ from thoee in which Ibey are recognized in the Company's consolidated Federal income tax returns, 
giving rise to recogrution in the financial st:otements to deferred and prepaid income taxes. 

The liability for income taxes in the Consolidated Balance Sheets includes deferred taxes deemed 
applicable to unrealized appreciation includ;:d in carrying value of marketable equity securities. Such taxes were 
accrued at a rate of 34% relative to increases in unrealized appreciation that aroee subl!i:quent to 1986 and at 
the rate of 28% relative to appreciation that aroee in years prior to 1987. 

(m) lm[Hll't of MW accounting 1Vle1 effective in 1993 
In Decembe!, 1990, the Financial Accounting Staodanls Board ("FASB") isa•'ed Statement No. 106 "Employers' 

Acmnnting for POltretirement BenePts Other Than Pensions". This st.atement alters generally accepted 
al'ftWJDling principlea with respect to employers' COits of providing retiree healthcare and other postretirement 
benelita other lball penaions. The provisions of this statement will not have a material effect ori Berkshire's 
financial polition. 

In February, 1992 the FASB issued Starement No. 109 "Accounting for Income Tues". The statement requires 
the "liability method" of accounting for income taxes. The Company bas not yet implemented the statement's 
provisions. See Note 4. 

In December, 1992 the FASB issued Statement No. 113 •Accounting and Reporting for Reinsurance of Sbon
Duration and Long-Duration Contracts". This statement establiahea conditions for a contract with a reinsurer 
to be accounted for u reinsurance and prescribes new accounting and reporting standards for lhoee coo.tracts. 
The Company believes that the provisions of this statement will not have a material effect on its financial 
position. 
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Item 8. Financial Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(2) Investments in obligations with fixed maturities 
The amortized cost and estimated market values as of December 31, 1992 and 1991 of investments in obligations with 

fixed maturities are as follows: 

December 31, 1992 

Bonds: 
U.S. Tre3'ury securities 

and obligations of 
U.S. government corporations 
and agencies .................... . 

Obligations of states, municipalities · 
and political subdivisions ........... . 

Corporate bonds .................. . 
Redeemable preferred stocks ..........• 
Mortgage-backed securities ........... . 

December 31, 1991 

Bonds: 
U.S. Treasury securities 

and obligations of 
U.S. government corporations 
and agencies .................... . 

Obligations of states, municipalities 
and political subdivisions ........... . 

Corporate bonds .................. . 
Redeemable preferred stocks ....... : .. . 
Mortgag~'·backed securities ........... . 

~~:~;,.ortized 
Cost 

$ 39,084,000 

453,277,000 
133,566,000 

I ;368,648,000 
108.039.000 

$2.102.614.000 

$ 2,429,000 

531,418,000 
316,070,000 

1,358,527,000 
129510.000 

$2,337,954,000 

Gross 
Unrealized 

Gains 

$ 887,000 

56,432,000 
30,317,000 
65,357,000 
2,8~0,000 

-~\55,813,000 

$ 66,000 

90,664,000 
88,301,000 
14,273,000 
2.!i!i9,000 

~l 9~.223.000 

$ 

Gross 
Un,.,alized 

Losses 

(30,000) 

(350,000) 

(89,701,000) 
(80,000) 

i,90,16J 1000) 

$ 

(412,000) 

(125,300,000) 

l£Jj,217li000) 

Estimated 
Market 

---l:g_;~ 

s 39,941,000 

509,359,000 
1,iS3,883,000 

l,344,304,000 
110,779,000 

1211681~1000 

$ 2,495,000 

621,670,000 
404,371,000 

1,247,500,000 

l ~2.179 .!!!!!! 
1•408-~~-000 

Shown below are the amortized C<'.st ,and estimated market values of the above obligations at December 31, 1992, by 
contractual maturity dates. Actual oaluriti.S will differ from contraclUal rnzturities because issuers of certain of the obligations 
retain early call or prei:ayment righta. 

Due in one year or leai ....................................... . 
Due after one year through five years ............................ . 
Due after five years through ten y~r.s ............................ . 
Due after ten years .......................................... . 

Mortgage-backed securities .................................... . 

AmlJrljud 
Cost 

s 26,235,000 
850,048,000 

1,064,718,000 
53,574,0QO 

1,994,575,000 

108,039,000 

Estimaled 
Matlr41 
Value 

$ 26,597,000 
952,188,000 

1,Q\9,892,000 
S8,810JIQQ 

2,057,487,000 

U0.779JJOO 

;2,1()2,614,00Q Sft168 ?!r§,90() 

Gra..s gains and grou losses realized on sales and redemptions of obligations wi.th fixed maturities were as follows: 

GrOla realized gains ................................. . 

GrOla realized louea ................................. 
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1992 
$80,076,000 

(563,000) 

1991 
$139,700,000 

1990 
$3,098,000 

(1,468,000) 



Item 8. Financial Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and .Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(3) Investments in marketable equity securities 
Aggregate data with respect to the consolidated investment in marketable equity securities are shown below. See Note 

l (t) .as to methods applied to determine carrying value of these securities. 

December 3), 1992 

Common stock of: 
Capital Cities/ABC, Inc. fa) ••••••••... 

The Coca-Cola Company ........... . 
GEICO Corporation (bi .......•..... 

The Gillette Company ............. . 
All other marketable equity securities 

December 31, 1991 

Common stock of: 

Cost 

s 517,500,000 
l,OZ3,919,000 

45,713,000 
600,000,003 

J.893.! 63.000 

$4,080,295,000 

capital Cities/ABC, Inc. (aJ • • • • • • • • • • • S 517,500,000 
The Coca-Cola ComP!!ny . . . . . . . . . . . . 1,023,919,000 
GEICO Corporation (bJ • • • • • • • • • • • • • 45,713,000 
The Gillette Company . . . . . . . . . . . . . . 600,000,000 

All other marketable equity securities . . . . . 1.067.842.000 

$3,254,974.000 

Unrealized 
Gain 

Sl,005,750,000 
2,887,206,oOO 
2,180,537,000 

765,000,000 
J ,040,409,000 (C} 

p,878,902.000 

s 783,000,000 
2,723,756,000 
1,317,437,000 

747,000,000 
634,311,000<4! 

56,20S,SJO,OOO 

Market 

$ 1,523,250,000 
3,911,125,000 
2,226,250,000 
1,365,000,000 
2,933,572,000 

nJ.?59,197,000 

$1,300,500,000 
3,747,675,000 
1,363,150,000 
1,347,000,000 
!. 702.! 59.Q!!!! 

59,46(),484,000 

Carrying 
Value 

s 1,506,487,000 
3,903,918,000 
2,226,250,000 
1,365,000,000 
2,650,999,000 

~!! 16Sj,fr541000 

Sl,2B7,450,000 
3,740,888,000 
1,363,150,000 
1,347,000,000 
1,444.036,()()() 

$91§2,524,000 

(a) Common•""-... • of Capital Cim.•/ABC, Inc. ("Capital CitU•") owned by Iktfahirt mbndiam1 pru•mtd apprr;rximatt/y 
18% of th4 voting righu of all Ca,>ilal CitU• •him• outnonding at Dectmbtr .u, 1992. 77re •hate• /ft 114/d mbjtct to an 
A~t,,..nt, th4 tt1f!U of which giant to Capital CitU1 a right of fint reftual to purcluut IM •hate• and othtnWt gov<m 
until Janwuy 3, 1997 lllt manntrby which lllt ,,,,,,., may bt .,old orlrrlllrfmed.Auo, Iktfahirt and it.r mbndiam• hav• 

· dtlivtred 10 Capital CitU1 imvocabk J1'0l'U• with Ye!ptCt 10 lllt•• •hate• in favor of Thomas S. Murphy or Danitl il. 
Bwfct, 10 long as tithtr •hall bt lllt chief eucutivt of/i&tr of Capital CitU11, 10 volt IM •hate• at any and all mttlingi 
of •hareholdtn of Capital CitUI. 77re prrzm• apin onlanwuy .z 1997 or at lht tarlitr dalt whtn ntithtr of mch pmom 
is chitf eucutivt of/i&tr of Capital CitU1. 

(b) Subndiam1 of Iktfahin owned •hate• of common !lock of GEICO Corporalion that po11tutd apprr;rximattly 48% of 
th4 volinf ri{/111 of all GEICO •hate• outnonding at Dectmbtr 31, 1992. Iktfahirt mainlainJ on indtptndtnt prm:y 
ammgrmnllforvolinf oflht lhan• o.r requirtd by Orrltrof GEIC0'8 domici/iQ1y iluunu!ct mpervi.rory audwrily. 77re 
Ordt7; dating from Iktfahirt mbndiam•' mDjOI' purcluut of tM shift• in 1976, prohibit.r Btrbhirt from •••/Ong or 
caJUing 10 dtalljff lllt indtptndtnt prm:y. Ai.a, untltr lllt Ordt7; no of!ictr or dinctor of Iktfahirt or of any af/ilil4• or 
mblidil11yof Btrbhirt u pmnintd 10 mw as a dinctorof GEICO. &ctJ1Ut lht Orrltrdiwm Btrbhirt ofit.r volinfrighu 
with Ye!ptCI 10 IM •han1, Iktfahin dot• not wt lllt tquiJy mtlhod of accoUnting for it.r inw_,,, in GEICO. 

(c) Rtpre1tnn grou unrealiad gaiN Sl,101,038,000, ku grou unrealiad lout• $6q629,000. 

(d) Rtpre••nn grou unrealiad gaiN $673,177,000, ku grou unrealiad lout1 SJB,B(J(),000. 
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Item 8. Flnautcial Statements and Suoplementan Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 
! 

14> , Income taxes 

The liability for income truces as reflected in the accompanying Consolidated Balance Sheets represent estimates of 
liabilities as follows: 

Dec. 31. 
1992 

Dec. 31, 
1991 

Payable currently ... , .......... , ..... , ... , .. , ..... , . s 92,534,000 s 18,499,000 
Deferred, relating to unrealized appreciation 

of marketable equity securities ................. , .... . 2,503,547,000 1,944,311,000 
Net prepaid arising from 

timing differences ............................. , , . 178.895 000) (33.736.000) 

gst7J86,()()() Sl!J29074,000 

The Consolidated Statements of Earnings reflect charges for income truces as shown below: 

Federal ....................... - .. · · · · · · · .. · · · · · · · · 
State ................ , ............. , ..... , ...... .-. 
Foreign ... , ............•......... · • · · · · · · · · · · · · · · · 

Current provision .............................. , ... . 
Increase in prepaid taxes ............................. . 

1992 
$110,276,000 

24,430,000 
3.383.QOO 

513§,989 900 
$183,248,000 

C45.!59.()()()) 

1991 
St2'1;12i;i.kkr--

20,28t,ooo 
1.656.()()() 

$142,058,000 

SI 52,563,000 
CtQ.505.00Q) 

5138,089,00(! St4&QS8,()()() 

The increase in prepaid taxes represents the tax effects of timing differences as follows: 

Applicable to: 1992 
Deferred insurance premium acquisition costs . . . • . . . . . . • • . . $ 7,371,000 
Losses and loss adjustment expenses, net . . . . . . . . . . . . . . . . . . (61,522,000) 
Unearned premiums . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,309,000) 
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.301.090 

1991 
s 3,392,000, 

( 4,940,000) 
(5,414,000) 
(3543.QOO) 

,',• J99o ='--
$ 94,713,000 , 

!6.;779,000 
SSSQQO 

5112,047000 

St 26,626,000 
Cl 4579.QOO) 

w;041090 

1990 
s (549,000) 

(5,719,000) 
(3,679,000) 
'4.632.()()()) 

SC4S.JS9,90C!l SCI0.50SJ)()()> $(l:t,S7\000) 

Charges for income taxes are reconciled, in the table which follows, to hypothetical amounts computed at tii= Federal 
statutory rate: 1992 1991 1990 

Net earnings before income taxes ...................... . S550.6!7 000 SS92,9!6J!OO $516,1(,§00Q 

Hypothetical amounts applicable to above 
computed at the Federal statutory rate .••.............. S187,2t0,000 S201,6t5,000 St 75,598,000 

Decreases, resulting from: 
Tax-exempt interest income ........................ . (14,727,000) (18,637,000) (19,7«,000) 
Dividends receMd deduction ....................... . (62,085,000) (54,923,000) (53,90t ,000) 

State income taxes, leas Federal income tax benefit ......... . 16,128,000 t3,38S,OOO 11,073,000 
Net other ditferencea ................................ . llJ~!!Qg §J§.000 (979.000) 

Total income taxes • .. .. .. . . . .. . . . . . . . .. . . . . . . . . . . . . . SJ38.989 000 SJ42J!58,000 Sil? 91.1090 
In 1993, the COlnpany will adopt the provisions of F ASB Statement No. t 09 "Accounting for Income Tua". Statement 

No. I 09 requires a change from the "deferred method" with an earnings statement focus to the "liability metbod" with a balance 
sheet focus. Under the liability method of Statement No. 109, deferred income taxes are recognized for the future tax 
consequences attributable to differences between the financial statement carrying amounts of exiating -ts and liabilities and 
their respective tax basis. Under Statement No. 109, the effect on deferred taxes of a change in tax ratea is recognized in 
income in the period that includes the enactment date. 

The provisions of Statement No. t09 may be applied without restating priory ears' financial statemenl6 or may be applied 
retroactively by restating any number of conaecutive prior years' financial statements. The Company plans to apply the 
provisions of Statement No. t09 without restating prior years' financial statements. It is estimated that adoption of Stalement 
No. 109 will result in an increaae of the net deferred tax liability by approximately ~70 million and that tbia amount will be 
charged to first quarter t 993 earnings and reported as the cumulative effect of a change in the melllod of accounting. 
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Item 8. Financial Statements and Sunplementarv Data (Contir.ued) 

BERKSHIRE HATl'JAWAY INC. 
a;;d Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(S) Term debt and other borrowings 

Liabilities re.fleeted for this balaiiCe -..:rh~et caption are as follows: 

Term debt ................................................. . 
Borrowings under investment agreements .......................... . 

$ 

Dec. 31, Dec. 31, 
1992 1991 

650,465,000 $ 861,153,000 
649,345,000 393,915,000 

Sl,299,810,000 Sl,2.55 068,000 

Payments of amounts outstanding at December 31, 1992 are expected to be required no earlier than as follows: 

1993 ....................................• 
1994 .................................... . 
1995 ••.......................•........... 
1996 ...............•..................... 

19'17 ......... ······················'····· 
After 1997 ............................... . 

Bonowillgs ll1llkr in•tsl- °"""""'" 

Term debt 

$459,856,000 
17,985,000 

822,000 
120,107,000 

7'17,000 
50,898,000 

Borrowings under 
investment 
agreements 

s 91,352,000 
15,408,000 
23,620,000 
16,672,000 
19,244,000 

483,049,000 

Total 

$551,208,000 
33,393,000 
24,442,000 

136,779,000 
20,041,000 

533,947,000 

These borrowings, made pursuant to contracts with terms ranging from three months to forty years and calling for interest 
payable, normally semiannually, at fixed rates ranging from 2 1/2% to 9% per annum, are senior unsecured debt obligations 
of the Company. 

T.,,,.dt/JI 
Dtc. 31, 

Company 1992 
Z.Crn Coupon Convenible Subordinated Notes ........................ S 451,945,000 
10% Debentures, issued in 1988. The issue W"8 redeemed at the ' 

company's option in 1992. ....•••.......•.....•••....••....•.•. 
9 3/4% Debentures, ofwbicb 5100,000,000 was issued in 1988. $22,000,000 

of the issue was repurchased in 1991 and in 1992, an additional 
$68,000,000 was aptionally redeemed. . .......................... . 

Other notes ................................................. . 

SubJidUuies 
8.125% Notes, payable in 1996 .....•.••......•.....••......••.... 
10% Notes, redeemed in 1992 .••......................•......••.. 
9 1/2% Notes, redeemed in 1992 ...•........•......••..... : •...... 
8 718% Notes, payable in 1999 ................................... . 
Federal Home Loan Bank advance, due August 1994, 

bearing interest at 8.73% ••.......•.....•.•......••.....••.... 
Other notel maturing tbrnugb 2014 ......••............•••.....••.. 

10,000,000 
778.000 

462, 723,000 

120,000,000 

30,000,000 

16,900,000 
20.842000 

Dtc. 31, 
1991 

$ 452,182,000 

100,000,000 

78,000,000 
5.SS4,()()() 

635, 736,000 

120,000,000 
18,500,000 
17,500,000 
30,000,000 

16,900,000 
22.,Sl 7.000 

Tola! term debt S 650$SJJOO f 86JJ53JJOO 

The Z.Crn Coupon Comertible Subordinated Notes, originally issued on September 28, 1989, were redeemed on January 
4, 1993 at 52.9126% of their face value. Er.ch Sl0,000 face amount note was conwrtible at any time prior to redemption into 
0.4515 shares of common stock. Prior to Uk redemption, certain note holders exercised tbeir right to conven their notes into 
shares of Berkshire common stock. The COmpany illued 2,162 sbares to holders electing to c:onwn during 1992 and an 
additional 3,944 sbares to holders electing conwrsion suhllequent to December 31, 1992. On January 4, 1993 holders not 
electing to conwn receivW $404,750,000 in redemption proceeds for all remaining outstanding notes. 

No materially restrictive covenants are included in any of the various debt agreements. 
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Item 8. Financial Statements and Sunplementarv Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financi•I Statements (Continued) 

(6) Shareholders' equity accounts 
ChanGes in Shareholders' Equity accounts during the most recent three years were as follows: 

Common Stack Capital in excess Net Unrealized 
of $5 Par Value of par value Aopreciation 

Balance Dece,mber 31, 1989 ............... s 
Decrease during I~ in unrealized appreciation 

included in carryin3 value of marketable 

6,876,000 s 157 ,377 ,000 $2,342,198,000 

equity securities ...................... ( 45,636,000) 
Change during 1990 in deemed applicable 

income taxes ......................... 
Increase in minority shareholders' interest 

15,441,000 

in unrealized appreciation ....... , ....... (1,570,000) 
Net earnings 1990 .••.................... 

Balance December 31, 1990 ............... 6,876,000 157,377,000 2,310,433,000 
Increase during 1991 in unrealized appreciation 

included in carrying value of marketable 
equity securities ...................... 2,526,248,000 

Change during 1991 in deemed applicable 
income taxes ......................... (858,969,000) 

Increase in minority shareholders' interest 
in unrealized appreciation ............... (14,723,000) 

Net earnings 1991 ....................... 
Balance December 31, 1991 ............... 6,876,000 157,377,000 3,962,989,000 
Increase during 1992 in unrealized appreciation 

included in carrying value of marketable 
equity securities ...................... 

Change during 1992 in deemed applicable 
1,M4,8Hl,OOO 

income tax.:s .•..•• ., .........••••..... (559,235,000) 
Increase in minority sharebolders' interest 

in unrealized appreciation ........•...... (1,345,000) 
Common stock (2,162 shares) islued upon 

convenion of Zero Coupon Convertible 
Subonlinated Notes .................... 11,000 24,887,000 

Net earnings 1992 ......••••...........•. ------
Balance December 31, 1992 ............... ! ~887.000 s 182264,000 U.2!1~2.000 

(7) In-ud dhHo•d illcame 
Interest and dividend iDCOmC for each of tbe past tbree years were comprised of the fOUowing: 

1992 1991 
Interest earned with respect to: 

Investment securities ............................ . 
loans and financed receivables .................... . 

Dividends with respect to: 

$136,529,000 $164,894,000 
56,464,000 56,398,000 

FIXed maturity preferred stocts ................... .. 
Marketable equity securities ...................... . 

135,106,000 138,900,000 
167,310,000 121 .601.000 

$495112:!1!1!! l!IJ.7~.m!! 
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Retained 
Earnings 

$2,460,968,000 

394,093,000 

2,855,061,000 

439,908,000 

3,294,969,000 

407,m,ooo 
!3,702.254.000 

1990 

$132,694,000 
53,985,000 

176,742,000 
86,874.ooo 

14~0.~.000 
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Item 8. Financial Statements and Supplementarv Data (Continued) 

BERKsHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(8) Interest expense 
Interest expense for 1992 and 1991 includes premiums paid and related costs to permit redemption prior to maturity 

date of certain term debt (See Note 5). Premiums paid and related costs for such redemptions were 522,525,000 for 1992 and 
$5,661,000 for 1991. Interest expense is comprised of interest on savings accounts of Mutual Savings and Loan Association 
"Mutual" plus interest on debt, including the aforementioned early redemption premiums and related costs, as follows: 

1992 1991 1990 

Savings accounts of Mutual ......................... . s 11,986,000 s 18,311,000 $ 21,975,000 
Debt of Mutual .................................. . 1,475,000 1,475,000 1,475,000 
Debt of Scott Fetzer Financial Group ................. . 12,39'~000 12,811,000 12,868,000 
Other debt and borrowings ......................... . 98,643,000 89,~0,000 76,374,000 

i1~.~961000 il~l.8471000 i1 l ~.6~.ooo 

(9) Dividend restrictions • Insunnce subsidiaries 
Payments of dividends by Insurance Group members are restricted by insurance statutes and regulations. Without prior 

regulatory approval in 1993, Berkshire can receive up to approximately $109 million as dividends from insurance subsidiaries. 

Combined shareholders' equity of insurance subsidiaries determined pursuant to statutory accounting rules (Statutory 
Surplus as Regards Policyholders) was approximately $10.4 billion at December 31, 1992. This amount exceeded by 
approximately $1.9 billion the corresponding amount determined on the basis of generally accepted accounting principles; the 
difference is principally represented by deferred income taxes recognized for financial reporting purposes but not for statutory 
reponing purposes. 

(10) Fair values or nnancial instruments 

FASB Statement No. 107, "Disclosures about Fair Value of Financial Instruments," requires fair value disclosures as of 
December 31, 1992. Fair value disclosures are required for most investment securitio:s as well as other contractual assets and 
liabilities. Certain financial instruments, including insurance contracts, were excluded from Statement No. 107 disclosure 
requirements due to perceived difficulties in measuring fair value. Accordingly, an estimation of fair value was not made with 
respect to the Company's liabilities for unpaid losses and loss expenses. 

In determining fair value, the Company used quoted market prices when available. For instruments where quoted market 
prices were not available, the Company used independent pricing services or appraisals by the Company's management Those 
services and appraisals reOectci.I the estimated present values utilizing current risk adjusted market rates of similar instruments. 

Considerable judgement is n!OCCSSllrily required in interpreting market data to develop the estimates of fair value. 
Accordingly, the estimates presented herein are not necessarily indicative of the amounts the Company could realize in a 
current market exchange. The use of different market assumptions and/or estimation metf!odologies may have a material ell'ect 
on the estimated fair value. 

The carryiq values of caab and caab equivalents, accounts receivable and accounts payable, accruals and other liabilities 
are deemed to be reaaonable estimates of their fair values. The estimated fair values of the Company's other financial 
instruments as of December 31, 1992 are as follows: 

Investments in obligations with fixed maturities ................ . 
Investments in marketable equity securities ................... . 
Loans receivable ...................................... . 
Term debt and other borrowings ........................... . 
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Clrrying Value 

$ 2,102,614,000 
11,652,654,000 

286,479,000 
1,299,810,000 

&timated Fajr Value 

$ 2,168,266,000 
11,959,197,000 

306,652,000 
1,330,317,000 
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Item 8. Financial Statements and Supolementarv Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated •·;nancial Statements (Continued) 

(ti) Supplemental cash ftow inrormation 
A summary of supplemental cash now information is presented in the following table: 

Non.cash investing and financing activities: 
Liabilities assumed in connection with acquisition of busineMes 
Common shares iS11ued upon conversions of Zero Coupon 

Convertible Subordinated Notes .....................•. 
Cash paid during the year for: 

Income taxes ..........•............................ 
Interest ......................................... . 

(12) Quarterly data 

1992 

s 45,735,000 

24,898,000 

121,027,000 
95,730,000 

1991 

s 11,390,000 

183,097,000 
93,951,000 

1990 

s 

113,860,000 
79,857,000 

A summary of revenues and earnings by quarter for each of the last two years is presented in the following table. This 
information is unaudited. Dollars are in thousands, except per share amounts. 

!ST QUARTER 2NDQUARTER 3RDQUARTER 4n!QUARTER 
1m 1991 Im 1991 1m 1991 1m 1991 

Revenues $640.778 5694419 $655.876 $673.781 5827,734 $662.006 $904.952 St.075790 

Earnings excluding 
realized 

investment gain (IOSll) s 66,682 $ 85,668 s 98,619 s 71,609 s 26,247 $ 75,182 $156,178 s 83,294 

·per share _illi 74.72 86.!!2 ~ --12.21! ~ )36.~ 7~6~ 

Realized 
investment gain (IOSll) $ 747 $ 59,336 $ (575) $ 46,015 $ 12,086 s 18,062 s 47,301 $ 742 

·per share _QM _ill§ (Q.~O) _jj!.li ......1J!.li ~ ~ 0.65 

Net earnings s 67,4'29 S!45,D04 s 98,044 $117,624 s 38,333 $ 93,244 $203,479 s 84,036 
• per share -2llB )~.~ ~~i 122.!i!! ~ .....JLll )77.4~ 73J!! 

See's Candy sales peat at Eaater and more notably so in lbe fourth quarter wben more lban one-half of annual revenues 
for that business are normally recorded. A non.aeuooal factor that lll8Y inlluence Bertabire's interim consolidated financial 
statements is !bat estimation error, inherent to tbe process of determining liabilities for unpaid IOllCS ofitllllrllllce subeidiaries, 
can be relatively more significant to results of interim periods !ban to results for a full year. Variations in amount and timing 
ofrealize<l sccuritiea gains or IOllCS cause significant variations in periodic net earnings. 
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Item 8. Financial Statements and Supplementarv Data (Continued) 

BERKSHIRJ~ HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(IJ) Businoss Segment Data 

Berkshire identified eight business segments for purposes of 1992 reporting pursuant to Financial Accounting Standards 
Board Statement No.14. These include the property and casualty insurance and reinsurance business (The Insurance Segment) 
plus seven separately conducted non-insurance businesses as follows: 

Business 
identilY and headquanen 
See's Candies 
South San Francisco, CA 

Buffalo News 
Buffalo, NY 

Nebraska Furniture Man 
Omaha, NE 

World Book 
Chicago, IL 

Kirby, Douglas and 
Oeveland Wood Divisions 

Product 
C..ndy 

Newspaper 

Home furnishings 

Encyclopedias and 
other reference materials 

Activity 

Manufacture and distribution at recail 
and by catalog solicilation 

Publication of a daily and Sunday newspaper. 

Rclailing 

Publication and marketing. 
· principally by the direct sales method. 

of The Scott Fetzer Company Home cleaning systems Manufacture and sale principally to distributors 
Oeveland, OH 

Fccbhcimer Broe. Co. Uniforms Manufacture and diatribution at wholesale and retail 
Cincinnati, OH 

H. H. Brown Shoe Co. Shoes Manufacture, imponing and wholesale 
diatributioJL Greenwich, CT 

The business segments idel'.tilied aboYe were responsible in 1992 for 78% of Berkshire's consolidated revenues. Other 
businesses activities that contributed for 1992, in the aggregate, 20% of Berkshire's consolidated revenues, were as follows: 

Bnpqesa identity 
Ada/et 
BHR 
Blue Clrip Stantp.r 
Banheim:S 
Campbell Hausfeld 
Canfrte 
France 
Hakr 
K&w-.. 
M<ri4m 
MullUJI Savinar 
NewAmaica E/cCll'ic 
NonlrJand 
POW<1'Mlindi 
1"'cision 
Qki/a<t 
ScottCare 
Scott Fmn Fmandal Group 
Scot Lab.r 
S:ahl 
W")'M 

Wuco Fmandal 
We.sum Entnpri.ru 
We.sum P/4SficJ 

ProcfuctJSs:Pice/AFtjyity 
Conduit llttinp, <OCplOlion proof junction baces, couplings and tenninaton 
Real atate manaaement 
Martelin& motivational services 
Retailing fine jewehy 
Air compRm011, air tooll and painlin& systems 
Sun and ob.Ide control products and ac:cesaories for RVs 
Appliance controt., ipition and sign transformen 
Zinc IJld aluminum die cut electrical littinp 
Automotive compowuls 
Pranre and now measurement devices 
Savinp It loan uoociation 
Electrical equipment 
Fnctional bonepower motors 
Boat winches, windlaues 
Steel 1ervice center 
CUdety 
C..nliopulmonaty rebabilitatio•.and monitoring equipment 
Comumer fbance companies 
Ceanina and maintenance chemicala 
CU.tom ateel oervice bodies and tool baces for trucks 
Furnace bumen; sump, utility and sew11e pumpa 
Real estate manaaement 
Compmsed ps fi•tinp and regullton 
Molded plastic componenll 
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Item 8. Financial Statements and Sueplementarv Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Cominued) 

(13) Business Segment Data (Cominued) 

A disaggregation of Berkshire's consolidated data for each of the three most recent years is presented in the tables which 
follow on this and the following page. Amounts are 1n thousands. 

Revenues Operating proftt before taxes 
1992 1991 1990 1992 1991 1990 

;'~· : Identified Segments: 
' Insurance , . , , .. , .. , ... , . , .. , .. , S1 ,078,419 $1,230,608 $ 943,277 $298,715 $323,006 $316,207 

Non-insurance businesses ... , , .... , , 1.284.523 1.204.755 ...lJZ.0.755 209,871 JZ6,134 170,640 
2,362,942 2,435,363 2,064,032 508,586 499,140 486,847 

Other than identified segments , , , .. , .. , 666,398 670,633 595,440 140,674 183,096 I.05,993 
Interest expense • ................. . 198,643) 189,250) 176,374) 

Aggregate consolidated total 53.029,340 $3,105,996 $2659,472 ~550,6!7 i~~986 l~J61466 

• Amoums of inltrest expense represelll those for tmn debt and other bormwinp acbmve of that of Scott Fetur Financial 
Group and of Mutual Savings, See Nott 8 to Conso/idaltd Financial Statements. 

Insurance Segment 

Premiums earned: 
Primary or direct . , .. , . TT , TT ••• , •• 

Reinsurance assumed , . , , .. , , , , , . , 
Underwriting (loss) , , . , , TT •• , •• , •• , , 

Investment income, .. ,.,,,.,,.,,.,,, 
Realized investment gain , , . , , . , , , , , , . 

Non-Insunmce Buslnea !!!'m .. 111 

Candy TTZZZTTTT,,.,,,TT,,TTZ,,,TT 

Newspaper TT ,, TT TT ,, ,, ,, ,, ,, TT ,, , 

Home furnishings , , ,, , ,, , , TT , , ,, , , , , 

Encyclopedias, otber re~rence material , , 
Home cleaning syau:ma .•......•..... 
Uniforms •....•..•......••.•...•.. 
Shoes •.....•••••...•••••. · · • • • · · 

Other busineases ................... 
Not identified with specific busineaaes: 

Interest and dMdend income ...•...• 
Realized investment gain ..........• 
All other except interest expenae ..... 

Revenues 
1992 1991 1990 

$152,772 $ 141,014 $154,015 
511,521 635,399 ~-37,525 

361,517 343,442 335,930 
~2,609 110,7~ J~a&m 

$1,078,419 $1339@ 12!~.m ...... _ 
1992 11)1)1 

$197,186 s 195,978 $ 

1990 

196,119 
135,211 
163,709 
342,870 
188,292 
94,554 

139,764 130,259 
186,096 171,002 
246,107 311,509 
190,072 192,001 
110,292 99,961 
215.006 104045 --=-

SJ ?ff521st51ss s1.120,155 ...... _ 
1992 1991 1990 

$567,719 $524,395 $535,941 

61,011 63,686 40,907 
37,328 81,725 18,182 

~ m 4Jg 
1666.]21 l!j70,633 ~~,440 
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Operating proftt before tues 
1992 1991 1990 

$(108,961) $(119,593) 
355,067 331,846 

52,609 110.753 

$(26,647) 
3'1:1,047 

15.807 

S29§.71S 5}2,1,006 !316,207 

Operating proftt before tues 
1992 1991 1990 

$ 41,382 $ 41,416 $ 38,605 
47,291 36,5'1:1 43,382 
16,665 13,939 16,802 
28,228 22,232 31,645 
37,744 37,332 28,479 
12,975 12,224 11,727 
25586 12.464 

5202,§71 $176,134 .111oso 
Operating prollt before tues 

1992 1991 1990 

s 54,321 s 49,355 s 56,404 

61,011 63,686 40,907 
37,328 81,725 18,182 

(JJ.986) (lJ.§70) (2J!!!!) 

1111.~14 11m• 110~.m 
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Item 8. Financial Statements and Supplementary Data (Continued) 

BERKSHIRE HATHAWAY INC. 
and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

(13) Business Segment Data (Continued) 

Depree. & amort. 
Capital expenditures • or tangible assets 

1992 1991 ..J22Q_ 1992 

Insurance ........................ . $ 1,071 $ 1,437 s 601 s 840 
Candy .......................... . 4,167 4,687 6,970 4,061 
Newspaper ...................... . 3,370 817 2,229 2,373 
Home furnishings .................. . 8,528 2,552 1,397 2,210 
Encyclopedias, other reference material .. 184 3,107 7,705 1,379 
Home cleaning systems ............. . 769 1,104 3,859 4,942 
Uniforms ........................ . 2,660 1,482 1,330 1,833 
Shoes ...........•..........•.... 2,171 1,050 3,027 
Other ...................... · · · · · 8.881 13.648 -2.!m ~ 

S3L801 U9.884 $33.923 $35.357 

• Expenditures which were pan of business acquisilions are excluded. 

1992 

Identifiable .... ts 
atyear•nd 

1991 

Insurance ..................................•... 
Candy .............................•.......... 
Newspaper ................................... . 
Home furnishings .....................•.......... 
Encyclopedias, other reference material ....•.......... 
Home cleaning systems ................•.......... 
Uniforms ...........................•.......... 
Shoes ............•.•.......•..•...•.•........ 
Other .............................•.......... 

$14,601,017 
65,880 
43,751 
88,331 
83,778 
50,692 
85,392 

208,218 
J.7!7.719 

SJ6,944, 778 

$12,406,654 
68,300 
44,061 
76,396 
94,927 
51,929 
74,190 

151,902 
1,487543 

St 4,4§1 ,9()2 

1991 

s 992 
3,882 
2,949 
1,613 
1,449 
5,092 
1,411 
1,580 

14.094 

~ 

1990 

$ 8,884,393 
69,833 
48,286 
75,714 

107,913 
66,388 
71,572 

1.346.3?.4 

SJM70,423 

Item 9. Chr In ud Dis!!ll'!!l!!atls with Accountants on Accountlm and Financial Dlllclosure 

None 

Pan III 

1990 

s 708 
3,752 
2,9()9 
1,792 
1,124 
5,285 
1,736 

~ 
$30542 

Except for the information set fonh under the caption "Executive Officers of the Reptrant• in Pan I hereof, 
information required by tJm Pan (Items 10, 11, 12, and 13) w incorporated by reference from the Reptrant's 
definitive proxy statement, filed pursuant to Regulation 14A, for the Annual Meeting of Shareholders of the 
Reptrant to be held on April 26, 1993, which meeting will involve the election of directors. 
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Part IV 

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8·K 

(a) 1. Financial Statements 

The following consolidated financial statements, as well as the Independent Auditors' Report. are included 
in Part II Item 8 of this report L<1c.0--l 10 ., •• ..., 

Independent Auditors' Report 

Consolidated Balance Sheets at December 31, 1992 and 1991 

Consolidated Statements of Earnings for the years ended 
1992, 1991 and 1990 

Consolidated Statements of Cash Flows for the years ended 
1992, 1991 and 1990 

Notes to Consolidated Financial Statements 

(a) 2. Financial Statement Schedules 

Independent Auditors' Report on Schedules 

Schedule I - Summary of Investments 
• Other than Affiliates, at December 31, 1992 

Schedule III - Parent Company 
Condensed Balance Sheets as of December 31, 1992 
and 1991 and Condensed Statements of Earnings and 
Cash Flows for the years ended 1992, 1991, and 1990, 

Schedule X - Supplementary Income Statement Information, 
for the years ended 1992, 1991, and 1990 

PAGE S<><t~c~-f,,.\ 1 0 'J 

17 '© 
18 ~ 

19 ~ 

20 ~ 
21 e 

PAGE 

35 @ 
36 ~ 
37 @ 

39 

Other schedules are omitted because they are not required, information required· t.'lerein is not 
applicable, or is reOected in the Financial Statements or notes thereto. 

(a) 3. fibihiU Q) 
See the "E:dlibit Index" at page 40. 

(b) Rcporg op fom !HC 

None 

33 



SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

BERKSHIRE HATHAWAY INC. 

Date: March 29, 1993 

Vice President a 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the Registrant and in the capacities and on the dates indicated. 

~ 7 ,-)ttUr pa., 
Charles T. Munger V 

Chairman of the Board 
of Directors - Chief 
Executive Officer 

Vice Chairman of the 
Board of Directors 

Director 

Vice President -
Principal Financial 
Officer 

Controller 
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INDEPENDENT AUDITORS' REPORT ON SCHEDULES 

To the Board of Directors and Shareholders 
Berkshire Hathaway Inc. 

: 
·we have audited the,cm1solidated financial statements of Berkshire Hathaway Inc. and subsidiaries as of 

December 31, 1992 and 199i, and for each of the three years in the period ended December 31, 1992, and 
have issued our repon thereon dated March 8, 1993; such consolidated fln~ncial statements and repon is 
included elsewhere in this Form 10-K. Our audits also included the consolidated ftnancial statement schedules 
of Berkshire H'ithaway Inc. and subsidiaries, listed in Item 14. These fmancial statement schedules are the 
rccponsibility of the Company's management. Our 1esponsibility is to express ~.n opinion based on our audits. 
In our opinion, such consolidated financial statement schedules, when considered in relation to the basic 
consolidate<I financial s~tements taken as a whole, present fairly in all material respects the information set 
forth therein. 

Omaha, Nebraska 
March 8, 1993 
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Berkshire Hathaway Inc. and Subsidiaries 
Summary of Investments 

Decembe~~l. 1992 

Schedule I 

Number of 
shares or 
par value 
of bonds 

OOO's Omitted 
Cost 

Obligations with Fixed Maturities: 
Bonds: 

U.S. Government and U.S. Government 
agencies ........................... . 184,706 

States, municipalities and political 
sul>divisions ........................ . 478,572 

Corporate 
Various issuers ...................... . 165,091 

Redeemable preferred stocks -
Salomon Inc• ......................... . 700 
USAir Group, Inc• ..................... . 358 
Various issuers ....................... . ••• 

Total Obligations with Fixed Maturities .... . 

Marketable Equity Securities: 
Common Stocks: 

Banks and insurance companies: 
GEICO Corporation• ................. . 34,250 
Wells Fargo & Company• ........... , .. . 6,358 
Others ............................ . ••• 

Industrial and miscellaneous 
Capital CitiesfABC, Inc.• .............. . 3,000 
The Coca-Cola Company* ............. . 93,400 
Federal Home Loan Mongage Assn.• ..... . 16,197 
General DynamK:s Corporation• ......... . 4,350 
The Gillette Company* ................ . 24,000 
The Wasbillgton Post Company• ......... . 1,728 
Others ............................ . ••• 

Nonredeemable preferred stocks -
Various issuers ....................... . • •• 

Total Marketable Equity Securities ....... . 

s 

or 
Adjusted 

Cost 

147,123 

453,277 

133,566 

700,000 
358,000 
3}0,648 

~'·'~·614 

s 45,713 
380,(183 

27,812 

517,500 
1,023,919 

414,257 
312,438 
600,000 

9,731 
372,727 

37~.21~ 

~~080.t,2,1 

s 

Market 
Value 

150,720 

509,359 

163,ll83 

756,ooo•• 
268,500*• 
319.~ 

~,,J68,,66 

s 2,226,250 
485,624 
75,477 

1,523,250 
3,911,125 

783,515 
450,769 

1,365,000 
396,954 
312,097 

~9.l~ 

~U.259,t97 

s 

Balance 
Sheet 

Carrying 
Value 

147,123 

453,277 

133,566 

700,0'JO 
3<:'oiJo --· 3JQ,~ 

~,,J~,6J4 

$ 2,226,250 
480,163 
75,477 

1,506,487 
3,903,918 

506,943 
450,769 

1,365,000 
396,954 
312,097 

~~~2§ 

in.~,.~~ 

• These issues are stated separately in accordance with note 2(ii)(l) to Rule 12-02 of Regulation S-X. 

•• There is LO regular trading market for these securities. The market value for these is based upon fair 
value as determined by the valuation committee of Registrant's Board of Directors. 

•• • Not meanin&ful 

36 



' 

.· 

BERKSHIRE HATHAWAY INC. 
(Parent Company) 

Condensed Financial Information 
(Dollars in thousands) 

Schedule III 

This Schedule includes the accounts of the Buffalo News Division, an autonomous division of Registrant. 
It's business is the publishing of a daily and Sunday newspaper in Buffalo, New York. 

- !!alance Sheets 

December 31, 
1991 1991 

Assets: 
Cash and cash equivalents ................................. . s 595,255 

9,310,343 
127,087 

Investments in consolidated subsidiaries ....................... . 
Investments - other than consolidated subsidiaries ................ . 
Other assets (includes identifiable assets of the 

Buffalo News Division of S43, 751 and $44,061 at 
December 31, 1992 and 1991 respectively) ................... . 54.938 

SJ0,087.623 
Liabilities and Shareholders' Equity: 

Accounts payable and accrued expenses •....................... s 26,286 
1,103,205 

61.8()1 
1,191,292 
8.896331 

$10,087.623 

Term debt and other borrowings ............................ . 
Income taxes ........................................... . 

Shareholders' ~quity ...............•....................... 

Statements or Eamiop 
Income items: 1992 1991 

From consolidated subsidiaries: 
Interest ........................................ . $ 499 $ 163 
Dividends ....................•.................. 313,398 168,109 
Undistnbuted earnings ....•....••.................. 72.926 2JJ.300 

Interest and dividends - other investments ................ . 
393,823 399,572 
48,907 50,877 

Realized investment gains ............................ . 
Revenues of BUffalo News DiWion ..................... . 

37,328 67,816 
139,764. 130,259 

· Other income ••.................................... ~4 ~ 

Cost and expense items: 
620.Q76 649.IJ68 

Costs and ezpenses of Bufliilo News Division .............. . 92,473 9J;732 
General and adminilltratiYe ........................... . S,784 6,783 
Interest and finance charges .........•.................. 90,613 81,310 
Income tax expense .....•............................ '3.221 273~~ 

Net earnings ..................•.......... · · · .. · · · 
~J2.79J 222.161! 

S407jW $439,2!!!1 

See Note to Condensed Financial Information on following pa~ 

37 

s 203,774 
7,948,615 

211,198 

79.088 
$8,442.675 

s 29,200 
1,029,652 

3,9QS 
1,062,757 
7379.918 

58.442.675 

199() 

$ 1,696 
109,300 
27:i326 
385,322 
32,884 
15,453 

135,238 
82 

568.979 

. 91,829 
4,94!1 

67,779 
J0338 

lli llllfi 
~~.~ 



BERKSHIRE HATHAWAY INC. 
(Parent Company) 

Condensed Financial Information 
(Dollars in thousands) 

Sched~fo III (continued) 

See headnote on preceding page. 

Statements of Cash Flows 

Cash flows from operating activities: 
Net income ................................... . 
AdjustmenlS to reconcile net income to 
cash flows from operating activities: 

Undistnbuted current earnings of subsidiaries ...... . 
Realized investment gain . . . . . . . . . . . .......... . 
Increase (decrease) in income taxes payable ....... . 
Other .................................... . 

Net cash flows from operating activities ............. . 

Cash flows from investing activities: 
InvestmenlS in and advances to consolidated 

subsidiaries ................................ . 
Purchases of investmenlS .. , ..................... . 
Proceeds on sales of investmenlS . . . . . . . . ..... ~ .... . 
Net cash flows from investing activities .............. . 

Cash flows from financing activities: 
Proceeds from borrowings ....................... . 
Repayment of borrowings ....................... . 
Net cash flows from financing activities ............. . 

Increase (decrease) in cash and cash equivalenlS ......... . 
Cash and cash equivalenlS at beginning of year .......... . 
Cash and cash equivalenlS at end of year .............. . 
Other cash flow information: 

Income taxes paid ............................. . 
Interest paid ................................. . 

1992 

$407,285 

(79,926) 
(37,328) 
57,896 
45,856 

393,783 

(197,212) 
(39,146) 
160,,64 

J1.6,094) 

952,901 
(879,109) 

73,792 

391,481 
~03,774 

$595,255 

105,592 
63,659 

Note to Condemed Financial Information 

1991 1990 

$439,908 $394,093 

(231,300) (274,326) 
(67,816) (15,453) 
(28,772) 13,233 

3,016 ,,,092) 
ll5,036 115,455 

(128,496) (189,759) 
(139,865) (406,972) 
3JO,Q24 ,03,407 

61,663 £393,324) 

434,688 760,160 
£439,495) (546,406) 

£4,807) .2:13.lli 

171,892 (64,115) 
31.~~ 9~,997 

$203,774 s 31·882 
$168,438 $101,034 

55,573 36,319 

Giving effect to it.. ..... "PtiOnal redemptions of term debt in 1993, principal repaymenlS of the Registrant's 
term debt and other borrc ings oulStanding at December 31, 1992 are expected to be required no earlier than 
as follows: 

1993 .................................. $544,075 
1994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,408 
1995 . • . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . 16,625 
1996 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,672 
1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • • . . 19,244 
After 1997 .......................••..... 491,18I 

For additional information regarding Registrant's oulStanding term debt and other borrowings,~e Note 
5 to the Consolidated Financial StatemenlS on page 26. 
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Berkshire Hathaway Inc. and Subsidiaries 
Supplementary Income Statement Information 

(Dollars in thousands) 

Schedule X 

CertJlirt items of expense that exceeded 1 % of revenues in the Consolidated 
Statement of Earnings were as follows: 

1992 
Advertising . . . . . . . . . . . . . . . . . . . . . . . . . .................. . • 

• Item did not exceed 1 % of revenu~s 
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1991 
$31,686 

1990 
• 
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EXHIBIT INDEX 

Exhibit No. 

~f> ,.,_,'C-~ I 11. \ 

Q 
I '~" s 

3 

3.1 

4 

4.1 

Articles of Incorporation 

By-Laws 
Incorporated by reference to Exhibit 3.1 to the Registrant's 1991 Annual Report on 
Form 10-K 

Form of Indenture dated as of September 15, 1989 between Berkshire Hathaway Inc. and 
The First National Bank of Chicago, as Trustee, with respect to the Zero Coupon 
Convertible Subordinated Debentures Due 2004 

Incorporated by reference to Exhibit 4 to Registration Statement No. 33-31109 filed on 
Form S-3 

Form of Indenture dated as of December 1, 1987 between Berkshire Hathaway Inc. and 
The First National Bank of Boston, as trustee, with respect to 9 3/4% Debentures due 
January 15, 2018 

Incorporated by referen.ce to Exhibit 4 to Registration Statement No. 33-19000 fil~d on 
Form S-3 

Other lmtruments defining the rights or holders or long-term debt or Registrant and 115 
subsldl•rles are not being ft led since the total amount or securities authorized by all other 
such lmtruments does not exceed 10% or the total assets or the Registrant and 115 
subsidiaries on a comolldated basis as or December 31, 1992. The Registrant hereby 
agrees to furnish to the Commission upon request a copy or any such debt lnstruml!!lt to 
which It Is a party. 

10.1 Agreement with Capital Cities Communications, Inc. dated January 2, 1986 
Incorporated by reference to Exlul>it 10.1 to the Registrant's 1990 Annual Repon on 
Form 10-K. 

10.2 Written Description of Agreement with Michael A. Goldberg re Annual Bonus 
Compensation dated March 25, 1991 

Incorporated by reference to Exlul>it 10.2 to the Registrant's 1990 Annual Repon on 
Form 10..K. 

~ 

10.3 Letter Agreements between Berkshire Hathaway Inc. and Salomon Inc dated September @@ 
27, 1987 and September 28, 1987 relating to the purchase by Registrant of an Issue of 
Series A Cumulative Convenible Preferred Stock of Salomon Inc and Certificate of 
Designation of said Preferred Stock 

10.4 Letter Agreement dated September 1, 1986 between Berkshire Hathaway Inc. and Trustee 
under indenture covering debt securities issued by Scott Fetzer Financial Group, Inc., 
formerly World Book Finance, Inc. 

Incorporated by reference to Exlul>it 10.4 to the Registrant's 1991 Annual Repon on 
Form 10..K. 

10.S Investment Agreement dated July 1, 1986, between Berkshire Hathaway Inc. and Scott 
Fetzer Fmancial Group, Inc., formerly World Book Finance, Inc. and Amendment thereto 
dated August 31, 1986 

12 

22 

Incorporated by reference to Exlul>it 10.S to the Registrant's 1991 Annual Repon on 
Form 10..K. 

Statell.lent of computation of ratio of earnings to fixed charges. 

Subsidiaries of the Registrant 
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COMPOSITE AND.'. CONFOIL\lED COPY 

(FOR AMENDMENTS THROUGH JUNE 8, 1987) 

CERTIFICATE OF INCORPORATION 
OF 

BERKSHIRE HATHAWAY INC. 

FIRST: The name of the Corporation is Berkshire 
Hathaway Inc. 

Reo 5-K 
Item 60! 
Exhibit 3 
Paoe I of a 

SECOND: The registered office of the Corporation 
in the State of Delaware is located at No. 100 West 10th 
Street in the City of Wilmington, County of New Castle. 
The name and address of its registered agent is The Corporation 
Trust Company, No. 100 West 10th Street, Wilmington, Delaware. 

THIRD: The purpose of the corporation is to engage 
in any lawful act or activity for which corporations may 
be organized under the General Corporation Law of the 
State of Delaware. 

FOURTH: The total number of shares of all classes 
of stock which the Corporation shall have authorized is 
one million five hundred thousand (l,500,000) shares of 
Common sfpck, each of which shall have a par value of 
Five Dollars ($5.00). 

The shares of Common Stock may be issued by the Corpo
ration from time to ti.me for such consideration, having 
a value not less than par value, as may be fixed from 
time to time by the Board ·,of Directors of the Corporation. 
Any and all shares so issued for which the consideration 
so fixed has been paid or delivered to the Corporation 
shall be deemed fully paid stock and shall not be liable 
to any further call or assessment thereon, and the holders 
of said shares shall not be liable for any further payments 
in respect of such shares. 

Each holder of Common Stock shall be entitled to 
one vote for each share of Common Stock standing in his 
name on the books of the Corporation. 

FIFTH: The names and the mailing addresses of the 
incorporators are: 

S.E. Widdoes 
100 West Tenth Street 
Wilmington, Delaware 19801 

(Bi 



.· 
W.J. Reif 
100 West Tenth Street 
Wilmington, Delaware 19801 

J.L. Rivera 

-e.r:e _ o~ ' 

100 West Tenth Street 
Wilmington, Delaware 19801 

SIXTH: The fol1owing additional provisions are in 
furtherance and not limitation of any power, privilege 
or purpose conferred or permitted by law, this certificate 
or the by-laws: 

1. Except as may be otherwise expr~~sly required 
by law, to the provisions of this Certificate or the 
by-laws, the Board of Directors of the Corporation 
shall have and may exercise, transact, manage, promote 
and carry on all of the powers, authorities, businesses, 
objectives and purposes of the Corporation. 

2. The election of directors need not be by 
ballot unless the by-laws so require. 

3. The Board of Directors of the Corporation 
is authorized and empowered to make, alter, amend 
and repeal the By-laws of the Corporation in any manner 
not inconsistent with the laws of the State of Delaware. 

4. The Board of Directors may fix from time 
to time the compensation of its members. 

5. The corporation may indemnify or insure, 
or both indemnify and insure, any person who is or 
was a director, officer, employee or agent of the 
Corporation or, at its request, of another corporation, 
partnership, joint venture, trust or other enterprise, 
to the full extent provided or permitted by its by-laws, 
as from time to time amended, and to the full extent 
to which those indemnified may now or hereafter be 
entitled under any law, agreement, vote of stockholders 
or disinterested directors or otherwise. 

SEVENTH: No contract or other transaction between 
the Corporation and any other corporation, and no act of 
the Corporation shall in any way be affected or invalidated 
by the fact that any of the directors of the Corporation· 
are pecuniarily or otherwise interested in, or are directors 
or officers of such other corporation. Any director indi
vidually, or any firm of which such director may be a member, 
may be a party to, or may be pecuniarily or otherwise interested 
in any contract or transaction of the Corporation, provided 
that the fact that he or such firm is so interested shall 
be disclosed or shall have been known to the Board of Directors, 



-· 

Pa('le _.} c~ l 

or a majority thereof; any director of the corporation, 
who is also a director or officer of such other corooration, 
or is so interested, may be counted in determining the 
existence of a quorum at any meeting of the Board of Directors 
of the Corporation which shall authorize such contract 
or transaction, and may vote thereat to authorize any such 
contract or transaction, with like force and effect, ai 
if he were not such director or officer of such other corpora
tion or not so interested. 

EIGHTH: Any action which would otherwise be required 
or permitted to be taken by the vote of stockholders at 
a meeting thereof may instead be taken by the written consent 
of stockholders who would be entitled to vote upon such 
action if such a meeting were held having not less than 
the percentage of the total number of votes which would 
have been required to take such action at such a meeting. 

NINTH: So long as there shall remain outstanding, 
any of the 8~ Debentures due November 1, 1985 (the "Debentures'') 
of Diversified Retailing Company, Inc. ("Diversified") 
issued pursuant to an Indenture (said Indenture as from 
time to time amended, modified and supplemented being herein
after referred to as the "Indenture") between Diversified 
and Mercantile-Safe Deposit and Trust Company, as Trustee 
(the ''Trustee") (such Debentures having been assumed by 
the Corporation pursuant to an Agreement and Articles of 
Merger with Diversified and an indenture between the Corpora
tion and the Trustee supplementing the Indenture) and either 
or both of the following conditions shall occur and continue 
in effect: 

1. The Trustee shall declare the existence of 
an "Event of Default" as defined in the Indenture; 
or 

2. The Corporation's "Adjusted Consolidated 
Net Worth" as defined in the Indenture shall be less 
than Eight Million Dollars ($8,000,000), and shall 
continue to be less than Eight Million Dollars ($8,000,000) 
for a period of thirty (30) days; 

then the holders of the Debentures, to the exclusion of 
all holders of the Corporation's stock, shall be entitled 
to vote (i) to elect all directors, and (ii) to approve 
the sale, lease or other disposition of all or substantially 
all of the assets of the Corporation and the payment of 
proceeds thereof to the Corporation's creditors and the 
holders of the Debentures to the extent necessary to discharge 
the corporation's obligations as debtor to such creditors 
and holders. In exercising voting rights of the Debentures 
the registered holders shall have one vote per $1,000 of 
principal amount of the Debentures. The holders of the 
Corporation's stock shall retain all voting rights not 
specifically herein transferred to holders of the Debentures 



, 

-· 
by this Article Ninth, except that no amendment of this 
Certificate of Incorporation may be adopted which impairs 
the voting rights herein granted to holders of the Debentures 
unless such Amendment is approved by vote of the registered 
holders of two-thirds of the principal amount of the Debentures 
then outstanding. 

No exercise of the voting rights granted to the holders 
of the Debentures pursuant to this Article Ninth, and 
no legal question regarding the validity of the incumbency 
of the directors elected by the stockholders of the Corporation, 
shall impair the obligation of the Corporation or the 
security given by the Corporation to any bank or other 
party which extends credit to the corporation for value 
in reliance upon the action of such directors. 

TENTH: No director of this Corporation shall have 
personal liability to the Corporation or any of its stock
holders for monetary damages for breach of fiduciary duty 
as a director. The foregoing provision shall not eliminate 
or limit the liability of a director (i) for any breach 
of the director's duty of loyalty to the Corporation or 
its stockholders, (ii) for acts or omissions not in good 
faith or which involve intentional misconduct or a knowing 
violation of law, (iii) under Section 174 of the General 
Corporation Law of the State of Delaware or (iv) for any 
transaction from which the director derived an improper 
personal benefit. In the event that the General Corporation 
Law of the State of Delaware is amended after approval 
of this Article by the stockholders so as to authorize 
corporate action further eliminating or limiting the liability 
of directors, the liability of a director of this Corporation 
shall thereupon be eliminated or limited to the fullest 
extent permitted by the General Corporation Law of the 
State of Delaware, as so amended from time to time. The 
provisions of this Article shall not be deemed to limit 
or preclude indemnification of a director by the Corporation 
for any liability of a director which has not been eliminated 
by the provisions of this Article. 

.' >· 



BERKSHIRE HATHAWAY INC. 
1440 Kiewit Plaza 

Omaha, Nebraska 68131 

September 27, 1987 

Salomon Inc 
1221 Avenue of the Americas 
New York, New York 10020 

Gentlemen: 

fiea s-v. 
r tern ~rn 

Exhibit lfl.3 
Pane 1 of za 

We propose the following contract between Salomon 
Inc (the •company") and Berkshire Hathaway Inc. ("Pur
chaser"), for the purchase of shares of Series A Cumulative 
Convertible Preferred Stock, without par value, of the Com
pany by Purchaser. The closing shall take place on October 
30, 1987. The terms of the contract are as follows: 

(l) At the closing, Purchaser (and/or Purchaser 
af!iliates designated by Purchaser) will buy from the Com
pany 700,000 sha~e~ cf the Company's Series A°Cumulative 
Convertible Preferred Stock, at a cash price of Sl,000 ~e= 
share (making the total price $700,000,000). The Series A 
Preferred ~:ock shall have the terms set forth in t~e 
Certificate of O~signation attached hereto as txhibit A. 
Purchaser's obligation to purchase the Series A Pref~rred 
Stock shall be subject to its having received a favorablP.. 
opinion from Wachtell, Lipton, Rosen ' Katz as to the valid 
issuance of the Series A Preferred Stock. ~ffective as of 
the date hereof, but conditioned on the purchase taking 
place, P1,;rchaser and the. Company agree as follows: 

(a) Purchaser is acquiring the Series A Preferred 
Stock for investment and not with a view to distribution; 

(b) Purchaser agrees: 

(i) that Purchaser (which, for purposes of 
this Section (l)!b) is defined to include any company or 
entity controlling or controlled by or under common contiol 
with Purch11ser) will not, within seven years after closing 
of the share purchase transaction described above, acquire 
shares of Company common stock or other Company securities 
having general voting power in the election of director• 
giving Purchaser directly or indirectly an aggregate of over 
20\ of the Company voting stock outstanding, unless the 
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Board of Directors of the Company has approved Purchaser's 
acquisition of shares taking Purchaser beyond the agreed 20\ 
ownership level; 

(ii) that so long as John H. Gutfreund er 
another person acceptable to Purchaser is chief executive 
officer of the Company, Purchaser will vote all Company 
securities owned by it in accordance with the recommendation 
of the Company's Board of Directors and will not be a member 
of a ll(d) group (other than a ll(d) 9roup composed solely 
of itael'f and its affiliates) or a participant in a proxy 
solicitation with respect to any securities of the Company; 

(iii) that Purchaser will not aell any of the 
Company securities owned by Purchaser without first giving 
the Company or its de·signee!i a reasonable opportunity to 
purchase such securities at the same price and on the same 
terms and condicions ~ropased with respect to an anticipated 
sale by Purchaser to ~ third party, provided ~hat the Com
pany may meet a third party offer that is not all cash by 
cash paymenc equal to the fair value of the third party 
offer, ic being understood that· a sale from or to Berkshire 
Hathaway Inc. or its controlled companies by or to any com
pany er enticy car.trolling or controlled by or under common 
control wich B~rkshire 1tathaway Inc. shall be excluded from 
th~s cla~se {iii); and 

(iv) that, if the Company does not exercise 
its :ig~~ o! fi~st refusal and buy Company securities w~ich 
Purchaser proposes to sell, Purchaser will not knowingly 
sell to any one entity or group acting in concert Compa~y 
sec~ricies giving such entity or group se~urities whicn 
a~ounc in the aggregate to over S\ of the Company vo:ing 
stock outstanding at the time of the sale. 

( c) The cireccors of the Company will t.a~.e a:l 
steps necessary ar.d use their best efforts to secure the 
election by the Compar.y shareholders of Warren E. Buffett 
and Charles T. Munger or such other individuals, reasonably 
acceptable to the Company, whom Purchaser shall nominate in 
their place, to the Board of Directors of the Company and, 
pendin9 such election by the shareholders, will exercise any 
Authority they may have under applicable law to appoint 
Warren E. Buffett and Charles T. Mun9er or such other in~i
viduals to th.e said Board. '!'he Company's di rectors shall 
not be required to take the actions required by this Section 
l(c) until after the closin9 and until satisfaction of the 
requirements of the Hart-Scott-Rodino Act, and their obliga
tions under this Section l(c) shall cease if Purchaser 
ceases to own ac least 5\ of the Company's outstanding vot
ing securities. 

(2) The parties will expeditiously seek to satisfy 
the re~uirements of the Hart-Scott-Rodino Act, so as to 
per~it the Series A Preferred Stock to be purchased and sold 
he~eunder to have voting rights. 

-2-
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-(3) At the Company's expense, the Company will 
register and take such other ~etion as Purchaser may reason
ably request to facilitate any public distributions of Com
pany securities (including creating depositary receipts in 
customary form). 

(4) The Company will call a special meeting of its 
Board of Directors to ccnsider this contrfict, and management 
will recommend its approval. If this contract is not ap
proved by the Company's Board of Directors on or prior to 
October 6, 1987, it shall be null and void, and neither 
party shall hav~ any further obligation to the other. 

If the foregoing is acceptable to you, please con
firm by signing one or more copies of this letter in the 
space provided below, which will render it a contract 
between us. 

SA:.OMOt-; :i-;c 

' By /s/ Jo~r. H. Gut~reur.d 
Cha: :rr.ar. 

Very truly yours, 

EERKSH!RE HATHAWAY INC. 

By /s/ Charles T. Munger 
Vice Chairman 

-3-
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BrRKSHIRt HATHAWAY INC. 
1440 Kiewit Plaza 

Omaha, Nebraska 68131 

September 28, 1987 

Sal crnon Inc 
1221 Avenue of the 
New Yo1:k, New York 

Americas 
10020 

Gentlemen: 

This will confirm our agreement that Seci:ion 

(1) (b) (ii) of our contract dated Septembe_r 27, 1987 is 

amended to read in its entirety as follows: 

(ii) that Purchaser for a period of seven 
years after ·closing of the share purchase 
transaction described above will not be a 
member of a l3(d) group (other than a 13(d) 
group composed solely of itself and its affili
ates) or a participant in a proxy solicitation 
with respect to any securities of the Company: 

If the foregoing correctly sets forth our under-

scanding, please confirm by signing one or more copies 9f 

this letter. 

SALOMON IUC 

By Isl John H. Gutfreund 
Chairman 

Very truly yours, 

BERKSHIRE HATHAWAY INC. 

ay Isl Warren E. Buffett 
Chairman 

.. 
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SER:Es A C~M~:A::vE CONVER7!3LE PREFERREJ s:OCK 

OF 

SALOMON :NC 

?ursuan: to Sec~:o~ 151 of :~e General Cor~ora:io~ LaN 
of the State of Delaware • 

Salomon Inc, a Delaware corooration (the ''Corooca
:ion''J, certifies :hac pursuant to t~e authori:y con:alned 
in i:s Certificate of !ncorooration, as amended, and in 
accordance with the provisi;ns of Section 151 of the Genera! 
Corooraticn Law of tne Stace of Delaware, its 3oard of 
Directors has adopted :he following resolution creating a 
series of ics Preferred Stock, without par value, designa:ed 
as Series A Cumulac~ve Convertible ?referred Stock: 

RESOLVED, thac a seri~s of the class of authorized 
?referred Stock, without ~ar value, of the Corooration be 
hereby created, and chat ~he designation and a~ount thereof 
and the voting powers, preEerences and relative, parcicipat
ing, optional and other special rights of the shares of such 
series, and the qualifications, limitations or restrictions 
thereof are as fo:lows: 

Section 1. Designation and Amount. The shares of 
such series shall be designated as the "Series A Cumulative 
Convertible ?referred Stock'' (the "Series A Preferred 
Stock") and the number of shares constituting such series 
shall be 700,000, which number may be decreased (but not 
increased) by the Board of Directors without a vote of 
stockholders; provided, however, that such number may not be 
decreased below the number of then currently outstanding 
shares of Series A ?referred,Stock. 

Section 2. Dividends and Distributions. 

(a) The holders of shares of Series A Preferred 
Stock, in preference to the holders of shares of the 
Common Stock, par value S.l per share (the "Common 
Stock"), of the Corporation and of any other capital 
stock of the Corporation ranking junior to the Series A 
?referred Stock as to payment of dividends, shall be 
entitled to receive, when and as declared by the Board 
of Directors out of net profits or net assets of the 
Corporation legally available for the payment of divi
dends, cumulative cash dividends at the annual rate of 
$90 per share, and no more, in equal quarterly payments 



~n ~arc~ 3:, =~~e 30, September 30 and Jece~be: J: i~ 
each year (eacn such dace being referred co here~n as a 
11 Qi..:ar:erly Di·;iCend ?ay:nen: Date 11

} I c=rrunenci.~g en the 
~i:st Quar:erl'l Jivide~d ?av~en~ ~a:e which is at leas: . . 
10 days after the date oE orici~al issue of the Series A 
?referred StccK; orcvided, ho~ever, that with resoec: :o 
such :irsc Quar:erly Dividend ?aymen: Date, the holders 
of shares o: Series A ?referred Stock shall be enci:led 
to receive, when and as declared by the aoard of Direc
tors out of nee orof i:s or net assets of :he Corooration 
, . , . , . , • • t"' - d. . d . . .ega.l..y ava~.ao_e tor .. e paymenc or 1v1 enas, a cu:nu-
lative cash dividend in the amount of (i) $22.50 
multiplied by (ii) a :raction equal to the number of 
days frcm such dace of original issue to such Quarterly 
Dividend ?aymen: Date divided bf 90, and no :nore. 

(b) Dividends oavable oursuan: :o paragraph (a) c: 
chis Section 2 shall·b~gin co accrue and be cumulative 
~rem the cia:e df origi~al issue of the Series A ?re
ferred Stock. The amount.o: dividends so payable shall 
be determined on the basis of twelve 30-day months and a 
360-day year. Accrued but unpaid dividends shall not 
bear inte~est. Dividends paid on the shares of Series A 
Preferred Stock in an amount less than the total amount 
of such dividends at :he time accrued and payable on 
such shares shall be allocated oro rata on a share-bv
share basis among all such shar~s at the time outsta~d
ing. The aoard of Directors may fix a record date for 
the determination of holders of shares of Series A Pre
ferred Stock entitled to receive payment of a dividend 
declared thereon, which record date shall be no more 
than 60 days prior to the date fixed for the payment 
thereof. 

Section 3. Voti.n9 Riahts. In addition to any 
voti~; rights provided elsewhere herein and in the Corpora
tion's Certificate of Incorporation, as it may be amended or 
restated from time to time (the "Certificate of Incorpora
tion"), and any voting rights provided by law, the holders 
of shares of Series A Preferred Stock shall have the follow
ing voting rights: 

(a) Each share of Series A Preferred Stock shall 
be entitled to 26.31579 votes, subject to adjustment in 
the manner set forth in paragraph (b) of Section 8; 
provided, however, that the right to exercise any vote 
pursuant to tl:'-i.$, clause ta) shall be subject to satis
faction of an~- _,_¢plicable waiting period with respect to 
any acquisition of shares of Series A Preferred Stock 
under the Hart-Scott-Rodino Antitrust Improvements Act 

-2-
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of :375, as a~e~cec, ~~clud~~g any ex:ens~c~s :he:ea~. 
Except as ot~e:~ise ~:ovided herei~, or by the Ce:ti~i
ca:e c~ !~cor~ora:ion, o: bv law, :he shares of Series A 
?referred St·~CK and :::-.e shares cf C·:rtt-ncn Stoc:< (and ar.1 
other shares of cacital stock oE the Corcoration at the 
•'-e pn•'• 1 e~ ·~e·e-•o) sn· all vote •-ge·~·e· as one c 1 -s-'--·" -··-.;..- ............. - ' - ..... ...J .... .. • ... : :J 

o~ all ~atters s~brnit:ed :o a vo:e of stockholders of 
the Corporation. 

(b) So long as any shares of Secies A ?ce:ecced 
Stock shall be outstanding and unless the consent oc 
approval of a greater number of shares shall then be 
required by law, wichouc first obtaining the consent cc 
acccoval o: the holders of at lease two-thirds of the 
number of then-outstanding shares of Series A ?refereed 
Stock, and all other series of the Company's ?cefecced 
Steck, without par value (collectively with the Series A 
?refereed Stock, the ''Preferred Stock"), voting as a 
single class, g:ven in person or by proxy at a meeting 
at which the holders of s~ch shares shall be entitled to 
vote separately as a class, the Corpcracion shall nee: 
(i) authorize !lhares of any class or series of stock 
having any preference or priority as to dividends or 
upon liquidation ("Senior Stock") over the Preferred 
Stock; (ii) reclassify any shares of stock of the Corpo
ration into shares of Senior Stock; (iii) authorize any 
security exchangeable for, convertible into, or evidenc
ing the right to purchase any shares of Senior Stock; 
(iv) amend, alter or repeal the Certificate of Incorpo
ration to alter or change the preferences, rights or 
powers of the Preferred Stock so as to affect th• Pre
ferred Stock adversely; provided, however, that if any 
such amendment, alteration or receal would alter or 
change the preferences, rights or powers of one or more, 
but not all, of the series of the Prefe~red Stock at the 
time outstanding, the consent or approval. of ~he holders 
of at least two-thirds of the number of the outstanding 
shares of each such series so affected, similarly given, 
shall be requ'l red in lieu of (or if such consent is 
required by law, in addition to) the consent or approval 
of the holders of at least two-thirds of the number of 
outstanding shares oJ.: Preferred Stock as a class; ·or ( v) 
effect the voluntary liquidation, dissolution or winding 
up of, the Corporation, or the sale, lease, exchange of 
all or substantially all of the assets, property or 
business of the Corporation, or the merger or consolida
tion of the Corporation with or into any other corpora
tion (except a wholly-owned subsidiary of the Corpora
tion), provided, however, that no separate vote of the 
holders of the Preferred Stock as a class shall be 

-3-
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required i~ t~e case of a merge: or co~solida:i~n or a 
sa!e, excha~ge er c~nveyance c~ al: o: s~bs:a~~ia:ly al: 
of :he assets, p::pe::y o: busi~ess of t~e Co:po:ation 
(such t:ansac~icns being herei~af:er in this proviso 
reEe?:":ed to as a "reorg:aniza:ion 11

) if {A) the resulting, 
surviving er acquiring ccrporacicn will have afcer such 
reorganizacion no scock either auchorized or cucscanding 
(except such stcck ~f the Corporation as may ~ave been 
authorized or ou:standing immediacely preceding such 
reorcanization, or such stock of the resulcinc, surviv
ing or acquiring corporation as may be issued.in 
exchange cherefor) ranking prior to, or on a pari:y 
with, the Preferred Stock or the scock of :he resul:ing, 
surviving or acquiring corporation issued in exchange 
therefor and (9) each holder cf shares of Preferred 
Stock i:::mediately preceding such reorganization will 
receive in exchange therefor the same number of shares 
cf stock, with subscancially che same preferences, 
rights a~d powers, oE t~e resulti~g, surviving, o: 
acqui:ing corporation. 

So long a~ any shares of ?referred Stock shall be 
outstanding and unless the consent or approval of a 
greater number of shares shall then be required by law, 
without firsc obtaining the consent or approval of the 
holders of a majority of the number of such shares at 
the time outstanding, given in person or by proxy at a 
meeting at which the holders of such shares shall be 
entitled to vote separately as a class, the Corporation 
shall n9t amend the provisions of its Certificate of 
Incorporation so as to increase the amount of the autho
rized Preferred Stock or so as to authorize ~ny other 
stock ranking on a parity with the Preferred Stock 
either as to payment of dividends or upon liquidation. 

(c) If on any date a total of six quarterly divi
dends on th~ Series A Preferred Stock have fully accrued 
but have not been paid in full, the holders of shares of 
Series A Preferred Stock, together with the holders of 
all other then-outstanding shares of any series of the 
Preferred Stock (or any other series or class of the 
Company's preferred stock) as to which series or c"lass a 
total o~ six quarterly dividends have fully accrued but 
have not been paid in full and which such series or 
class shall be entitled to the rights described in this 
paragraph (c) (collectively, "Defaulted Preferred 
Stock"), shall have the right, voting together as a 
single class, to elect two directors. Such right of the 
holders of Defaulted Preferred Steck to vote for the 
election of such two directors may be exercised at ~ny 

-4-
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ann~al ~eecing o: a: any special ~eeti~g cal:ed ~~: s~c~ 
pur~ose as herei~af~er provided or at any adjcu:~~en: 
thereof, or bv the written consent, delivered to the 
Secretary of the Corporation, of the holders of a major
ity of all outstanding shares of Defaulted Preferred 
StocK, until dividends in default on the outstanding 
shares of Jefaulted Preferred Stock shall have bee~ oaid 
in :ull (or such dividends shall have been declared and 
funds sufficient therefor sec apart for payment), ac 
which time the term of office of the two directors so 
elected shall terminate aucomacically. So long as such 
righc to vote continues (and unless such right has been 
exercised by written consent of the holders of a major
ity of the outstanding shares of Defaulted Preferred 
Stock as hereinaoove authorized), the Secretary of the 
Corporacicn may call, and upon the written request of 
the holders of record of a majori:y of the outstanding 
shares of Defaulted Preferred Stock addressed to him ac 
the principal of:ice of the Corporation shall call, a 
special meeting of the holders of such shares for the 
election of such two directors as provided herein. Such 
meeting shall be held within 30 days after delivery cf 
such request to the Secretary, at the place and upon the 
notice provided by law and in the By-laws for the hold
ing of meetings of stockholders. No such special meet
ing or adjournment thereof shall be held on a date less 
then 30 days before an annual meeting of stockholders er 
any special meeting in lieu thereof. If at any such 
annual or special meeting or any adjournment thereof the 
holders of a majority of the then outstanding nhares of 
Defaulted Preferred Stock entitled to vote in such elec
tion shall be present or represented by proxy, or if the 
holders of a majority of the outstanding shares of De
faulted Preferred Stock shall have acted by written 
consent in lieu of a meeting with respect thereto, then 
the authorized number of directors shall be increased by 
two, and the holders of the Defaulted Preferred Stock 
shall be entitled to elect the two additional direc
tors. Directors so elected shall serve until the next 
annual meeting or until their successors shall be 
elected and shall qualify, unless the term of office of 
the persons so elected as directors shall have termi
nated under the circumstances set forth in the second 
sentence of this paragraph (c). In case of any vacancy 
occurring among the directors elected by the holders of 
the Defaulted Preferred Stock as a class, the remaining 
directors who shall have been so elected may appoint a 
successor to hold off ice for the unexpired term of the 
directors whose places shall be vacant. If both direc
tors so elected by the holders of Defaulted Preferred 
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Steck as a c~ass shall cease t~ se:ve a di:ec:=:s 
before their :erns s~al: expire, t~e ~o ders oE :~e 
De:aul:ed ?refer:ed Stock t~en outs:a~d ~g and enci:!ed 
to vcce for sue~ direc:o:s may, by ~r~:ten consent as 
hereinabove provided, or ac a special ~eeting of such 
ho!~er~_call~d as provide~ a~ove, ele~: suc~~ssors to 
hole o::lce :or :~e ~nexp1rea :er~s o: the c1rec:=rs 
whose places shall be vacant. 

(d) Except as p:ovided herein (including wi:hou: 
li:nitation the ricl'~t :o vote -;..;ith t=:e Co~"Tlcn StocK on 
all mat:ers submi~ced to a vote of'stockholders o~ :he 
Co:poration as se: forth in paragraph (a) of this Sec
tion 3) or in :~e Cer:i:icate oE Incorporation, or as 
rea~i~ed b'l law, :~e holders o~ shares of Series A ?re
fei:ed Sto~k shall have ~o voti~g :~ghts a~d :hei: co~
sen: shall not be requi:ed for t~e taking cf any corpo
rate action. 

(a) Wheneve: quar:e:ly dividends payable on shares 
of Series A Preferred Stock as orovided in Sec:ion 2 
hereof are in arrears, thereafter and until all accrued 
and unoaid dividends, whether or not declared, on the 
outstanding shares of Series A Preferred Stock shall 
have been paid in full or declared and set apart :or 
payment, or whenever the Corporation shall not have 
redeemed shares of Series A Preferred Stock at a time 
required by paragraph (a) of Section 5 hereof, there
after and until all mandatory redemption obligations 
which have come due shall have been satisfied or all 
necessary funds have been set apart for payment, the 
Corporation shall not: (i) declare or pay dividends, or 
make any other distributions, on any shares of Common 
Stock or other capital stock ranking junior (either as 
to dividends or upon liquidation, dissolution or winding 
up) to the Series A Preferred Stock ("Junior Stock''), 
other than dividends or distributions payable in Junior 
Stock: or (ii) declare or pay dividends, or make any 
other distributions, on any shares of capital stock 
ranking on a parity (either as to dividends or upon 
liquidation, dissolutign or winding up) with the Series 
A Preferred Stock ("P,rity Stock"), other than dividends 
or distributions paya'ole in Junior Stock, except divi
dends paid ratably on the Series A Preferred Stock and 
all Parity stock on ~;!}ich dividends are payable or in 
arrears, in proportion to the total amounts to which the 
holders of all such shares are then entitled. 
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(b) ~heneve: q\.:ar:erlv c:v:cends payable en sha:es 
of Series A ?:efer:ed Stec~ as orcvided in Sec:icn 2 
"'e""Ot:- : .., r·=> •s •'-e•ca-=- .. ~ .., · ,..., .. • 1 a· 1 ..... o:i,.... .. _.,._ are-·• a .. _a .. , ._ .... _ .1..-e .. a .. c _41._.,_ l.- acc .. __ _ 
and ~~9aid dividends, ~het~er or ~ot declared, en t~e 
outstanding shares of Series A ?referred Stock shall 
have been paid in full or declared and sec apart for 
~ay~ent, or ~henever the Corporation shal: not ~ave 
redeemed shares a: Series A Prefer:ed Stock a: a ti~e 
required by paragraph ~a) of Section 5 hereof, there
after and until all mandatory redemption obligations 
~hich have come due shall have been satisfied or all 
necessary f\.:nds have been set apar: for paymer.c, :he 
Corpora:ion shal: not: (i) redeem or purcnase or oche:
~ise acq\.:ire for consideration any shares of Junior 
Stock or ?aricy StocK; or (ii) purchase er ocher~ise 
acq\.:ire for consideration any shares of Series A ?re
fer:ed Stock; orovided, that the Corporation may redeem 
shares of Series A ?:eferred Stock pur1uanc co paragraph 
(a) of Sec::cn 5 ~ereof. 

(c) :he Corooracion shall not cermit anv Subsid
iary of the Corporation to purchase or Other~lse acquire 
for consider•cion any shares of capital stock of :he 
Corporation unless the Corporation could, pursuant co 
paragraph (b) of this Section 4, purchase such shares a: 
such time and in such manner. 

Section 5. Redemction. 

(a) On each October 31 commencing on October 31, 
1995 (so long as any shares of Series A Preferred Stock 
remain outstanding), the Corporation shall redeem 
140,000 shares of Series A Preferred Stock (or, if fewer 
than 140,000 shares of Series A Preferred Stock are then 
outstanding, the number of shares then outstanding), by 
paying therefor in cash $1,000 per share plus an amount 
per share equal to all accrued but unpaid dividends 
thereon, whether or not declared, to the date of redemp
tion. The Corporation may apply to its mandatory 
redemption obligations, on a pro rata basis with respec: 
to mandatory redemption payments to be made, any shares 
of Series A Preferred Stock purchased, redeemed or 
otherwise acquired (other than upon conversion) by it 
which have not been previously credited against its 
mandatory redemption obligations. 

(b) If less than all shares of Series A Preferred 
Stock at the time outstanding are to be redeemed, the 
shares to be redeemed shall be selected pro rata or by 
lot, in such manner as may be prescribed by the Board of 
Directors. 

-7-



I 
f 

(c) ~!ct:ce c: a~y :eCe::-.p:!a-::r. -:: s::a:es o Se:ies ;... 
?re~er:ed S::cK s~a:·: be gi'len by ~~biica:icn n a ~e~s
paper o~ gene~al c::=~:aci:n in :he ao:o~g~ of Ma~hac:a~ 
not :ess :~a~ :~i::~ ~or ~ore :~an sixty davs ~:io: =~ 
•""e a· ate ;: ; ··ea· ;.: ....... :eo"emo•: O'"' ; --= ~-...e Se•: es· A. :>•e"e ..... ~,..; -·· --·' "-...... .. ··· ......... , -- -·· ..... .. .. - .... --
Stec~ ~s listed c~ any ~a:i~~al sec~ri:ies exc~a~ge o: 
• ·a...oe,..; ; :\ -~g over--;...=--c-. 1 •.., ... i:i,.. ':'na•'Ke• · and : " a"'I Case I,. .. '- ... - •, ...... - .. - •• - ......... - - .. ••• .. • - , , .;. .. •• • , 

a _;~~~~~ ~a·'c• s~a 11 'oe ~a:iga· ~~ ... ,~s- -~a"~~~ ....... , :;,_,., ___ .., •• ..__ - I.• ..:...o. o\. .;.__ ··~- -- ;:i -·• 01. '-••-.,'- .. I 

but not mere t~ar. six:y, days ~r:or to sue~ date to each 
holder of shares of Series A ?:efe::ed Stock to be re
deemed, at such ho:der's add:ess as it accears en :~e 
transfer books of :~e C~roo:ation. In o~~er :o facili
tate the redemption of shares of Series A ?refer:ed 
Stock, :he Board of Di:ecco:s may fix a reco:d date Eo: 
:he de:er~i~atic~ of shares of Series A ?:efer:ed StocK 
:a be :edeemed, r.oc mo:e :han sixty days c: less than 
.... ; •• y c·av- -·;c· ·- •""e c·a·e •;lCed •a• s··c~ ··c·emc•'--... 1.... .. ... .. :> :-' ... • ~ ._ '-' 1o. •. ._ a. ... • i.. ... ""'" • • .. ... .;n .. '- - .... • •• 

(di ~otice having been given pursuan: :o parag:a?n 
(c) oE :his Sec:io~ S, f:c~ and after the date soeci:ied 
therein as :he date :: redemption, unless default snall 
be made by :he Corpc:acion in providing moneys for the 
Cayme~~ ~~ ~~a ~gc·emc·;~n c·'c• cursuan~ ·o su·c"" "Ot'ce 
"' ,I, •• - ..,; - ._ •• - "' - .. ;~ ._ - - "' "' - - '" ._. '- i.• i.• ... I 

all dividends on the ?:efer:ed Stock thereby called Ear 
redempcion shall cease to acc:~e. and from and after :he 
date of redemccicn so scecified, unless default shall be 
made by the Corporation.as aforesaid, or f:om and af:er 
the dace (prior co the date of redemption so specified) 
on which the Corporation shall provide the moneys for 
che payment of the redemption price by depositing the 
amount thereof with a bank or trust company doing busi
ness in the Borough of Manhattan, The City of New York, 
and having a capital and surplus of at least 
$10,000,000, crovided that the notice of redemction 
shall state the intention of the Corporation to deposit 
such amount on a date in such notice soecified, all 
rights of the holders thereof as stockholders of the 
Corporation, except the right to receive the redemption 
price (but without interesc) and except the right to 
exercise any privileges of conversion, shall cease and 
determine. Any interest allowed on moneys so deposited 
shall be paid to the Corporation. Any moneys so depos
ited which ~hall remain unclaimed by the holders of such 
Preferred Stock at the end of six years after the 
redemption date shall become the property of, and be 
paid by such bank or trust company to, the Corporation. 

Section 6. Reacquired Shares. Any shares of Se
ries A Preferred Stock converted, redeemed, purchased or 
otherwise acquired by the Corporation in any manner whatso-
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e 11e: s~a:l be :e:::ed a~d cance::ed p:cmp::y a:te: :~e 
ac~~isi~icn c~ereoE. All such shares shall upon :hei: ca~
cellation become aut~o:ized but ~niss~ed s~ares a: ?:efe::e~ 
S:~ck, ~ithcu: pa: va~~e, cf the Corporation a~d may be 
:eissued as part o: another series of ?referred Steck, ~i~~
o~: ?ar 'lalue, of :~e Cor~ora:ion subjecc :o t~e co~ditio~s 
~= :es::~c:i.ons or. iss~ance set forth herei~ . 

Sec:ion 7. :.i.aui.dati.on, :Jisso:.u-:.!.cr. c:- ili~d:.~c L:i. 

(aJ Upon any liquidation, dissolu:icn o: wi~di~g 
up of :he Corporation, no dist:ibution shall be maCe (i) 
:o the holders of shares oE Junior Stock, unless, prior 
:hereco, the holders of sha:es of Series A ?refer:ed 
Stock shall have received Sl,000 oer share, olus an 
amount oer share ecual t~ all acc~ued but un;aid di~i
dends :~ereon, wheiher or ~at declared, to t~e dace cf 
such payment or (ii) :o the holders of shares of ?aricy 
Stock, except dis:ri~~:ions made ratably on =~e Series A 
?referred ScocK and all such Parity Stock in propor:ion 
:o the total amounts co which the holders of all such 
shares are entic~ed upon such liquidation, dissol~ticn 
or ·..iinding up. 

(b) Neither the consolidation, merger or ocher 
business combinatior1 of the Corporation with or into any 
other Person or Persons nor the sale, lease, exchange or 
conveyance of all or any part of the proper.Cy, assets or 
business of the Corporation shall be deemed to be a 
liquidation, dissolution or winding up of the Corpora
tion Cor purposes of this Section 7. 

Section 8. Conversion. Each share of Series A 
?referred Stock may, at the option of the holder thereof, be 
converted at any time on or after October 31, 1990 (or, if 
e~rlier, (x) during the period provided in paragraph (c) of 
chis Section 8, or (y) for a period of ten days priot to the 
date of consummation of any transaction described in clause 
(iv) of paragraph (b) of this Section 8, or (z) upon the 
commencement, and until the expiration, termination or with
drawal, of a tender or exchange offer by any person for 10\ 
or more of the outstanding Common Stock) into shares-of 
Common Stock, on the terms and conditions. set forth in this 
Section 8. 

(a) Subject to the provisions for adjustment here
inafter set forth, each share of Series A Preferred · 
Stock shall be convertible in the manner hereinafter sec 
forth into 26.31579 fully paid and nonassessable shares 
of Common Stock. 
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(b) 7~e n~~ber c: s~a=es o C:~~on Stock i~:o 
which each share c: Series A Pre erred Steck is cor.ver:
ible, a::.d :~e number of votes :o ·...:n:.c:i :::e hol_d.e.:_ cE a 
share cf Series A Preferred Steck is enti:J,,ed pursuan:. 
:o paragraph (a) cf Sec:ion 3, shall-be>sdbject to 
aC.j:.;s::tent ==~m :::;~ to ti.:ne as f:>ll.Q.ws: 

(i) :n case the Corpora:icn shall a:: an~ 
time or from time :o time declare a dividend, or 
make a distribution, en:;;:;:;;~ ou:standi:i.g shares o: 
Cor.1.mon StocK in shares of Co~mon Stock er subdivide 
or reclassify the cutsianding $.hares of Cc~-~cn 
Stock ineo ,a greater number _of· shares or combine er 
reclassify '::h.e outstand·inc; shares of Com.':ton S:cc~ 
in:o a smaller :i.unber oE shares cf Cc~mor. StccK, 
then, and i:i. each such case, 

(A) :he :'!umber of share!:O cf Ccmmor. S:cc< 
into which each share of Series A ?referred 
Steck is conver:ib~e snall be ··~'ldjus::ed so :ha: 
the holder of each share thereof shall be 
entitled to receive, uoon the conversion 
thereof, ::he' number of-shares of Comcion Stock 
which the holder 4f a share of Series A ?re
ferred Stock would have been entitled :o 
receive after the happening of any of the 
events described above had such share been 
converted immediately prior to the happening 
of such event or the record date therefor, 
whichever is earlier; 

(BJ the number of votes to which a hold
er of a share of Series A Preferred S~ock is 
entitled pursuant to paragraph (a) of \ss.i::tion 
3 shall be adjusted so that, after the happen
ing of any of the events d.escribed above, such 
holder shall be entitled to a number of votes 
equal to (Il the number of votes to which such 
holder was entitled pursuant to paragraph (a) 
of Section 3 immedi4tely prior to such happen
ing multiplied by (II) a fraction, the numera
tor of which is the numb~r of shares of Common 
Stock into which one share of Series A Pre
ferred Stock was convertible inunediately after 
such happening and the.denominator _of.which is 

. the number of shares of Conunon Stock·. into 
which one share of Series A Preferred Stock 
was convertible immediately prior to such 
happening~ a!ld ·· 

.. 

. ' 
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(C} .an adj~s:~en: ~ade pu=s~an: :o c~:s 
clause (i) shall become efEec:ive (x) in che 
case of any such dividend or dis::ibucion, 1:i 
i~~.edia:ely af:er :!:e cl·:::1se of business en :::.e 
:ecord date for the determination of holders 
of shares of Common Stock entitled to recei·;e 
such dividend or discribucion, for purposes cf 
subclause (A), and ( 2) i:nmediately after the 
close of business on the date of payment of 
such dividend or distribution, or the date of 
effectiveness qf such .,_subdivision or r,~:tcl.assi
ficacion, for hurcoses of subclause (81, or 
( y) in :he ca~e oE any such subdivision, re
classification or combination, at the close cf 
business en the day upon #hich such co:pora:e 
action becomes e.·e:ectiwe, for purposes of bcc:-. 
subclause (A) and subclause (B). 

(ii) :n case the Corcoration shal: issue 
r:.gr.:.s-~or _war:-an:s to all hoider'S of the Com."T:O~ 
Steck entitling such holders to subscribe for or 
pu:chase Corru'llon Stock at a price per share less 
than ::he Current Market ?rice cer shar·"! of ti:'.e .. ., ' 

Common Stock on the record date for the determina
tion of stockholders entitled to receive such 
rights or warrants, then, and in.each such case, 

(A) the number of shares of Commorr Stock 
into which each share of Series A Preferred 
Sto~k is convertible -shall be adjusted so that 
the holder of each share thereof (;lhall be 
entitled to receive, upon the conversion 
thereof, the number of shares of Common Stock 
determined by multiplying the numb~r of shares 
of Common Stock into which such share was 
convertible on the day imme•:li<itely prior to 
such record date by a fraction, (I) the numer
ator of which is the sum of (l) the number of 
shares of Common Stock outstanding on such 
record date and (2) the number of adqitional 
shares of Common Stock which such rfghts .9r 
warrant entitle holders .of Common Stock to 
subscribe for or purcha,~e ("Offered Shares"), 
and {II) the denominatot,,of which is the sum 
of { l) the number of shar.es of Common Stock 
outstanding .on the record date and ( 2) a frac
tion, (x) the numerator of which is the prod
uct of.the number of Offered Shares multiplied 
by the subscription or purchase price of the 
Offered Shares and (y) the denominator .of 

-11-
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~n:c~ :s :~e c~::e~: ~a:ke: ?:ice pe: s~are -~ 
C=:r. ... T.o~ s-~o-CK C:1 .. sue:: record da':e: 

{ ~) ,..:::e number of votes t:o ~hie~ a ho.:.c
er of • share of Series A ?:eferred StocK is 
enci:!ed pursuan: c~paragraph (a) of Seccicn 
3 sha:1 be adjus:ed so that, after the happen
ing o: any of the events des er ibed a);>ove, such 
hplder shall be entitled to a number oE vo::es 
equal to (I) the number of votes to 'Nhich s:.;ch 
holder was entitled p4rsuant to ,P,aragraph (a) 
of Section 3 i:nrnediatt;\\lY prior co such happen
ing :nul:iplied by (IIt a fraction, che numera
cor of :.1hich is the nU:l:nber of shares of Co:nmon 
StocK in:c "'.i.:lich one share o.f Series A ?r,e
ferred Stock 'Has convertible i:r~'l\ediai::ely af:er 
such happening and the denominator of which rs 
the number.of shares oE Common Stock into 
~hlcn one share of Series A Pr~Eerred StccK 
'Has convertible' i:nmediately prior to such 
happening: and 

(CJ such adjust:ne.nt shal_l become effec
tive immediately after such re.cord date, for 
purposes oE subclause (A), a.nd immediately 
after the date of such issuance, for purposes 
of subclause (3). 

(iii) In -,case t.he Corporation shall .at any 
time or f:om time to time declare, order, pay or 
make a dividend or ot·her distribution (including, 
without limitation, any dist;zibution of stock or 
other securities or property or rights or warrants 
to subsc.ribe for securit;ies of the Corporation or 
any of its Subsidiarie,s by way of dividend) on its 
Common Steck, other than (x) regular quarterly 
dividends payable in cash or G?xtraordinar.y cash 
dividends in an aggregate amount not to exceed $.25 
per share of Common Stock, (y) shares of Common 
Stock which ar.e referred to in clause ( i) .q_f this 
paragraph (bJ .. or (z) rights or 'warrants which_are 
referred to irt\clause (.ii) of this paragraph (b), 
then, 

(A) in eac!li such case, the number of 
-Slhares of Common Stock into which each share 
bf Series A •ref~rred Stock is convertible 
'shall be .adjusted so that the holder ·Of each 
shar"" thereof shall be entitled to receive, 
upon-the conversion thereof, the number of 
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s:ia:-es o (; __ :lr. .. ~o:"'. StocK deter:n!.;:ed by 
m:.il ': i;ily ~g { .!. } t~e r!u:nber of sh~::-es c: C::r."-.-::·::: 
St-~ck :.r.t-o whic~ ._such shaC'e was c;or1ve:-:ibl.-e c:: 
:h_e ,day i:n.-nedia:ely p:ior :o ;_!'le :-.. ecqrd dac·e 
fixed for r.he determination of st.oci<holders 
ent'·'·c· ·~ ••cei••e -u-c~ d'••'d•nc· o• dls•·•·ou-• • - ....... - ._ 'J ... - - ., .. ;:i ... - .., ~- '~ • . . .. .... h, .. -... -

'tier. by ( 2) a fraction, "the numerator of which 
sha.1.l ·be t·he Current Markee ?rice oer share cf 
Common s::.oci< as of such record date, and the 
dencrnir.a:or of which shall be such Currenc 
·Market ?rice. oer share of Common StocK less 
the ·::.air Mar!<~t Value per share .of Common 
Stock (as ·dee.ermined in good fai.th by the 
Soard cf Direccors of the Ca~~oracion, a 
q,-er':!.!i.ed :esol:.ieion wit;.h :eSPec: :o '!Jhich 
sha:l be zailed to each holder of shares cf 
Series A ?referred Stock) of such dividend or 
distribu:ion; orovided, however, that in the 
event cf a distribu:ion of shares of caoi:al 
stocK of a Sub,sidiary of the Corporation (a 
"Spin-Off") made co holders of shares of Com•· 
mon StocK, the numerator of such frac:ion 
shall be the sum of the Current Market ?rice 
per share of Common Stock as of the 3Sth 
Trading Day after the effective date of such 
Spin-Off and the Current Market Price of the 
number of shares (or the fraction of '1 share) 
of capi cal st.eek of the Subsidiary which is 
distributed i~ ~uch Spin-Off in respecti~f one 
share of Common Stock as of such 3Sth Tr'a.dinc; 
Day and the denominator of which shall be the 
Current Market Price per share of Common Stock 
as of such 35th Trading Day; 

(8) in the case of a dividend or distri
bution of securities of the Corooration having 
general voting rights in the election of 
directors ("Voting Securities") (but not in 
the case of any other dividend or distribution 
described in this clause (iii)), the number of 
votes to which a holder of a share of Series A 
Pr.eferred Stock is entitled pursuant ~o para
gr,~ph (a) of Section 3 shall be adjusted so 
that, after the payment of such dividend or 
making of such distribution, such holder shall 
be entitled to (I) the number of votes to 
which .suc:h holder was entitled pursuant to 
paragraph (a) of Section 3 immediat~ly prior 
to suc.h payment or making multiplied by (II l 
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:~e ~~~oe: of vo:es e~ticled ~~ be Gas: ;~~e:
al~y i~ :~e elec:ion of direc:ors by :he ~o:d
er of a share of Common Stock :.n resoec: of 
both S'.lch share of Common StocK and :he '/cc:.::c 
Securi:ies received by such holder as a resu:~ 
cf such dividend or dist:ibucion in respec: cf 
such share of Common Stock; and 

(CJ an adjustment made pursuan: :o this 
clause (ii:.) shall be made upon the openi::g of 
busin~ss on the next Business Day followi::g 
the ~ace on which any such dividend or discr:.
bucioh is paid and shall be effec:ive recrc
ac:ively immediately after the close of busi
ness on :he record date fixed for the decerm:
r.a::ion of stockholde.rs entitled to recei•1e 
such dividend or distribution; provided, how
~· :.f the proviso to subclause (A) of ti'::s 
cla:.ise (iii) applies, then sy~h adjustment 
shall be made and be effecti~e as af such 3Sth 
Trading Day after the effective dace af such 
Spin-Off, 

(iv) In case at any time the Corporation shal: 
be a party to any transaction (including, without 
limitation, a merger, consolidation, sale of all or 
substantially all of the Corporation's ~ssecs, 
liquidation or recapitalization of the O,ommon Stock 
and excluding any transaction to which ~lause (i), 
(ii) or (iii) of this p•ragraph (b) applies) in 
which the previously outstanding Common Stock shall 
be changed into or exchanged for different securi
ties of the Corporation or common stock or other 
securities of another corporation or interests in a 
tJ,oncorporate entity or other property {including 
cash) or any,combination of any of the fo~egoing, 
then, as a condition of the consummation of such 
transaction, lawful and. adequate prov~sion shall be ) 

:-made so that. each holder of shares of Series A 
Preferred Stock shall be entitled, upon conversion, 
to 0an amount per share equal to (A) the aggregate 
am()unt of stock, securities, cash and/or any other 
property (payable in kind), as the case may be, 
into which or for which each .share of Common Stock 
is char.ged or ~;~chan9ed times (BJ the number of 
shares of Common Stock into which a share of Pre-
f er red St.eek. is conv.ertible immediately prior to 
t;he cQnSullll!l.ition of such transaction; 

(c) In case the Corporation shall at any time or 
from time to time declare, or.der, pay or make a dividend 
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or o:he~ dist:ib~~ion (incl~d!~g, wit~out limitation, 
any distribution ~f scock or ocher secu:i:ies or prcp
ercy or righcs or warrants to subsc~ibe for securities 
of the Corporation or any of i:s .Subsidiaries by w~:,y of 
dividend) on its Common Stock, othe: than (A) l."eguiar 
quarterly dividends payable in cash, (8) shares of Com
mon Stock which are referred to in clause (i) of para
graph (b) of this Seccion 8, or (CJ rights or war:ants 
which are referred to in clause (ii) of par~graph (b) of 
this Section 8, then, from and after the date of decla
ration of such dividend or other disc:ibution until the 
date of payment :hereof, each share of Series A Pre
ferred S.tock may be converted, at the option of the 
holde.r thereof, into the number of shares of Common 
Stock let forth in paragraph (a) of this Section~. as 
adjus~ed by paragraph (b) af this Section 8, on the 
terms and conditions set forth in this Section 8, and if 
so converted during such period, such holder.shall be 
entitled to receive such dividend or distribution as if 
such holder had been the holder of such shares of Common 
Stock as of the record d.ate for such dividend or distri
bution. Promptly after the declaration of any dividend 
or distribution (other than any divid.end or distribution 
described in clauses (AJ, (8) and (C) of this paragraph. 
(c) J, the Corporation .shall mail to the holders of 
record of the outstanding shares of Series A Preferred 
Stock at thei.r respective a;:idresses a•s the same shall 
appear in the Corporation's stock records a notice 
describing such dividend or distribution in reasonable 
d~cail and setting forth the expected date of payment 
thereof. 

(dJ If any adjustment in the number of shares of 
Common Stock into which each share of Series A Preferred 
Stock may be converted required pursuant to this Section 
8 would result in an increase or decrease of less than 
one half of l\ in the number of shares·of Cpmmon Stock 
into which each share of Series A Preferred Stock is 
then convertible, the .amount of any such adjustment 
shall be carried forward and adjustment with respect 
thereto shall be made at the time of and together with 
any subsequent adjustment, which, together with such 
amount and any other amount or amounts so carried for
w.ard, shall aggregate at least one half of.l\ of the 
number of .shares of Common Stock il\to which each share 
of Series A Preferred Stock is then convertible. 

(e) The Board of Directors may increase the number 
of shares of Co1D111on Stock into which each share of Se
ries A Preferred Stock may be converted,· in~.addition to 
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the ~CJUS~::en~s ::equ1i.r-ed by this Section 0:-, as ·s·hal!. be 
decermined by i: (as evidenced by a resolution of the 
3oa:d DE Direc:ors) to ~e advisable in order ·to avoid or 
diminish any income deemed co b.e rec.eive.d by any hclder 
for federal income ·tax purposes of shares of Common 
Stoc~ or Series A ?referred Stock resulcing from any 
even:s or occurrences giving rise co adjustments pursu
·anc to this Section 8 or from any oc·.ter similar event. 

(f) The holder of any shares of Series A Preferred 
Stock may exercise his ri.ght to convert such shares i·nco 
i>hares of Common Stock by surrendering Eor such purpose 
to the Corporation, at its principal o.fEice or at such 
other office ·or agency maintained by the Corporation Eor 
that purpose, a cer:iEicace or cer:ificates representing 
the shares of Series A Preferred Stock to be converted 
accompanied by a written notice stating that such holder 
elec:s co convert: all or a specified whole number of 
such shar.es in accordance with t!i.e ·.provisions of this 
Sec:i.on 8 and speciEying the name or .names in which su.ch 
holder wishes the cercif icate or certificates Eor shares 
of Common Stock to be issued. In case such notice shall 
specify a name or names other than that of such holder, 
such notice sh'1-l.l be accompanied by payment of al.l 
transfer taxes payable upon the issuance of "shares ·.~if 
Common Stock in such name or names. Other t!i.an suct1 
taxes, the Corporation will pay any and all issue and 
other taxes (other than taxes based on income) that may 
be payable in respect of any issue or delivery of shares 
of Common Stock on conversion of Series A Preferred 
Stock pursuant hereto. As promptly as practicable, and 
in any ~vent within five business days afte~ the surren
der of such ce.rtificate or certificates and the receipt 
of such notice relating thereto and, if ·aeplicable, 
payment of all transfer taxes (or the demonstration to 
the satisfaction of the Corporatio~ that Sl.\Ch taxl:!s have 
been paid), the Corporation shall ·deliver or cause to be 
delivered (i) certificates represent·in9 the number of 
validly issued, fully paid and nonass.essable full shares 
of Common Stock to wh.ich the holder of shares of Ser.ies 
A Preferred Stock so converted shall be ent.itled and 
(ii) if less than the full number of shares of Series A 
Preferred Stock evidenced by the surrendered certificate 
or certificates ar<! being conver.ted, a ne~ certificate 
or certificates, of like tenor, for the number of shares 
evidenced by such surrendered certificate or certifi
cates less the number of shares converted. Such conver
sion shall be deemed to have been m&de at the close of 
business on the date of 9ivin9 of .auch notice and of 
such .surrender of ·che certificate :or certificates repre
senting the shares of Series A Preferred Stock to be 
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cc~ver:ed so ~ac the righ:s of ·the holder t~ereof as :: 
the shares be ng converted shall cease except for the 
riaht to rece ve sha.=es of Common Stock in acco.itdance 
herewith, and the oerson entitled to receive tr·hE.\ snares 
.of Common Stock shall be tre.ated f.or all purposes as 
having become the record ·holder of snch .shares of Com.-::on 
Stock at such time. The Corporation shall not be 
required to conver::, and no surrender of sha.res of Se
ries A l?.re.ferred Sta.ck shall be e.ffecc:.ve for that pur
pose, while th.e transfer books .of the Corporation for 
the Common Stock are closed for any purpose (.but not for 
any period in .excess of 15 daysJ·; bu·t the surrender of 
shares of Se.r ies A ?refer red sr.:ock for conversion during 
any period :.ih~le such ,books a.r.e so closed shall become 
effe.ctive fo.r,/conversion immediately upon the reopening 
of such bcol<;s, as if the conv.ersion had be.en made .on th.e 
date such s·hares of Ser:ies A !?referred ·stock •..iere sur
rendered, dhd a: the conversion rate in effec: .at the 
date of such surrender. 

(g} Subjecc to the limitations on conversion set 
fo.~th in. the first sentence .of .Section .8 hereof, shares 
of Series A ?referred Stock may be conver·::·ed a.t any time 
up to the close of busine.ss on the second .Business Day 
preceding the ·date fixed for r;edemption of such shares 
pursuant to S.ection 5 hereof.:. · 

(h} Upon conver.sion of any shares of S.eries A 
Preferred S.tock, the holder thereof shall not .be ent.i
tled to receive an~' acc.umulated, accrued o.r unpaid divi·
dends in respect of the sharl!ls .. so converted; provided, 
that such holder shall be entitled to re.ceive any divi
dends on such sha.res of Series A Preferred Stock 
declared prior to suct1 conversion if such holder held 
·such shares on the record date fixed for the determina
tion of holders of shares of .Series A Preferred Stock 
entitled to receive payment of such dividend. 

(i} In ~onnection with the conversion of any 
.shares of Series A Preferred Stock, no fractions .. of 
shares of Common Stock shall .be issued, .but in lieu 
thereof the Corporation shall pay a cash adjustment in 
respect c·l! such fractional interest in an amount equal 
to such fractional inte.rest multiplied by the Current 
Market Pi:\\ce per share of Common S.tock on the day on 
which such shares .of Se.ries A Preferred Stock are deemed 
to have been conve.rted. 
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(j) !~e Co:;o:at on shall a: a:: =~~es rese:?e a~d 
'.<.ee.;> a 1;ai:a·b:·e o~: cf :s au:~o:ized .a .. :-td .t.:.n.issued C:::7".:.:::: 
StccK, solely fo: the purpose of effec:!ng the conver-
s .. icn a: :he Se.::es A ?:e·fe:·::ed S::;c:<, su.ch T~~:nber of 
shares o.f Commer: Stock as shall f:om t!me co t!me be 
sufficient co effec: the conversion of all then out
scar:ding shares of Series A ?referred Stock. :he Coroc
ration shal: f:om time t:l ti~e, subject to· .an·d in accO:-
dance with the laws of Delaware, inc:ease the authorized 
.amount oE Common Steck if at any time the number of 
autho:ized shares of Com.-:ton Stock remaining unissued 
shall not,,be sufficient to permi: the .conversion at sue:-. 
t!me of all then out.standing shares of S.eries A 'Pre
ferred Stock. 

S.ec:icn 9. :leoorts as co Adiustmen::s. 'iihenever 
the number of shares o.f Common ScocK into wnicn eacn share 
of Series A Preferred Stock is convertible (or the number cf 
vo;es to which each snare of Series A Preferred S~ock is 
en:i::!ed) is adjusced as pro~ided in Section 8 heb~of, che 
Corporation shall promptly mail co the holders of ;Fecord of 
the outstandir:g shares o! Se:ies A Preferred StockSat their 
respecci ve addresses as the same shall appear in ttj'e co:;:,:;io
racion 's stock records a notice stat.ing that the n1,lmber of 
shares of Common Stock int.o which the shares of Se1i: ies A 
Preferred Stock are convertible has been adjusted and set
ting forth the new number of shares of Common Stock (or 
describing the new stock, securities, cash or other prop
erty) into which each share of Se.r ies A Pr.eferred Stock is 
convertible 'i;and the new number of votes to which each share 
of Series A Preferred Stock is e~titled), as a result of 
such .adjustment, .a brief statement of the facts requiring 
such adjustment and ,the computation thereof, and when such 
adjustment became etfective. 

Sect: ion 10. Defini ti.ens. For the purposes of the 
Certificate of Designation cf Se.ries A Cumulative Convert
ible Preferred Stock which embodies this resolution: 

"Business Day" means any day .other than a Saturday, 
Sunday, o.r a day on which banking institutions in the State 
of New York are authori:ed or .obligated by law or executive 
order to close. · 

"Closing Price" per share of Common Stock on any 
date shall be the last sale price, regular way, or, in case 
no such sale takes place on such day, the average of the 
closing bid and asked prices, regular way, in either case.as 
,i:eported in the pr.incipal canso~lidated transaction reportir:g 
system with r.espect to securi"ties listed .or admitted to 
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t:ading on :he ~ew Yo:k Stoc~ Exchange or, i: t~e Cc~!!lcn 
Stock is noc lisc,e.d o:- .ad:ni::ed ·.:o ::ac.:.::c on :he Ne·..1 ·lo:~ 
Stock ExchanQe, as :eco:ced in the crinci~al consolidated 
::ansac:ion ~epo·::!~g-sys·:em ~.:.:h r~spec:-:o secu:i:ies 
lisced on the principal national securities exchange on 
·.ihich th.e Cor.1:non Stock i.s listed or admit.t.ed to trading .or, 
i: the Common Stock is not listed or ad::tit:ed to trading on 
any na ciomil securities ·exchange, the lase quoted sale pr ice 
or, if not so quoted, che average of the high bid and low 
a.sked pr ices in the over-the-counter ma.rket, .as report'ed by 
::he National Association o.f Securities Dealers, !:le. ,f.uto
mated Quotations System ("NASDAQ" J or such other system t!-.en 
in use, or, if on any such date the Common Stock is not 
quoted by any sue!:\ organization, the average of t!'le closir:g 
bid and asked pr ices as furr.ished by a p:ofess i.onal market 
make: making a market in the Common StocK selected by the 
3oa.rd of Di :ectors. : : the Common Stock is not publicly 
held or so listed or publicly ~raded, "Closing Price" shal: 
me.an :he Fa·i: -~aric·e·: f/alue per- shar.e as .dete~:ni~ed in gooci 
faith by the Board of Direccors of che Corporation. 

"Current ~arket Price" oer share of Corrur.on Stock en 
any date shall be deemed co be the Closing Price per share 
of Common Stock on the Trading Day immediately prior to such 
date. 

":'air ~arket Value" :neans the a111.ount which a will
ing buyer would pay a willing seller in an arm's-length 
tr.ansaction. 

"Person" shall mean any individual, firm, corpora
t.ion or other entity, and shall include any successor (by 
merger or otherwise) of such entity. 

"Subsidiary" of any Person means any corporation or 
other entity of which a majority of the voting power of the 
voting equity securities or equity interest is owned, 
directly or indirectly, by such Person. 

"Trading cay" means a day on which the principal 
national securities exchange on which the Common Stock is 
listed or admitted to trading is open for the transa!=tion of 
bu~;iness or, if the Common Stock is not listed or admitted 
to trading on any national securities exchange, any day 
other than a Saturday, Sunday, or a day on which banking 
institutions in the State of New York are authoriz11d or 
obligated by law or executive order to close. 

"Voting Stock" means the outstandin9 shares of 
capital stock of the Corporation entitled to vote generally 
in the election of directors. 
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Section ll. Rank. The Series A ?referred Stock 
shall rank, with respec: to the payment of dividends and :he 
distribution of assets, equally with all shares of any cthe; 
series of Preferred Stock, withou; ~ar value, of the Corpe- · 
ration. 

IN WITNESS WHEREOF, the Company has caused this 
Certificate o.f Designation of .·series A Cumulative Convert
ible Preferred Stock to be duly executed by its Chairman and 
attested to by its Secretary and has caused its corporate 
seal co be affixed hereto, this 30th day of September, 1987. 

SALOMON INC 

Chairman 

AT"'EST: 

Clu~ J) (f}M,t_ L----
Secretary 
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BERKSHIRE.HATHAWAY INC. 11 
\\ Calculation of Ratio of Consolidated Earnings to Consolidated Fixed Charges 

(Dollars in Thousands) 

Net earnings ......................... . 
Income tax expense ................. . 
Minority interest in earnings ........... . 
Equity in the undistributed earnings of a 

less than 50% oWned investee ....... . 
FJXed cha;ges ...................... . 

Earnings available for fixed charges ........ . 

Realized investment gain, pretax, inch1ded in 
earnings available for fixed charges ...... . 

FJXed ch_arges 
Interest on indebtcdi1ess (including aroortF 

zation of debt discount and expense) .' , . 
Interest on savings deposits ........... . 
Rentals representing interest .......... . 

Ratio of.earnings to fixed charges ......... . 
/ ~\ 

·. ' 
Ratio ofo<>mings, excluding realized invest-

ment gain, to fixed charges ............ . 

1992 

$407,285 
138,089 

5,243 

111,660 

$662,277 

~ 89,9l7 

$89,985• 
11,986 
~ 

Sttl,660 

S.9Jx 

5.1;1.x 

Years l:inded December 31, 
1991 1990 1989 

$439,908 $394,093 $447,477 
142,058 112,047 159,287 
11,020 10,326 10,460 

.1,195 (319) 
t25,8;p 1~4J] 86,831 

$718.813 $640,092 $703.736 

~12*,478 I ~~.289 1~.s10 

~97,875• $ 90,717 $ 56,313 
18,311 21,975 21,261 

--2.§& ~ .--2.m 
s1251821 Slll,431 s 86,831 

5.71x 5.23x 8.lOx 

4.j§x ....£i2,lx 5.~~x 

" 

Reg S-K 
Item 601 
Exhibit 12 

1988 

$399,270 
140,791 

10,060 

(4,164) 
78,559 

li:1:!516 

ll~l.67! 

$ 49,701 
20,579 

.....U'.12 
s 78559 

7.95x 

6.'lr,7x 

• Excludes optional prepayment premiums of $22,525 and $5,661 in 1992 and 1991 respectively, related to redemptions prior 
to maturity of certain term debt obligatiom. · 
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BERKSHIRE HATHAWAY INC. 

Company Name 

BHSF Inc. 
BH Shoe Holdings, Inr. 
Blue Chip Stamps 
Borsheim Jewelry Company, Inc. 
campbell Hausfeld/Scott Fetzer Company 
Central States lnde.mnity Co. of Omaha 
central States of Omaha Companies, Inc. 
Columbia lilSurance Company 
Continental Divide Insurance Company 
Cornhuskcr casualty Company 
Cypress Insurance Company 
The Fecbheimcr Brothers Company (2) 
H. H. Brown Shoe Company, Inc. 
Isabela Shoe Corporation 
Kansas Fire &. Casualty Company 
Lowell Shoe, Inc. 
Mutual Savings and. Ulan Associati<!r. . 
National F;ire &. Marine Insuranc.e-Company . r - ,, ) 

Subsidiaries of Registrant (1) 
December 31, 1992 

National I11demnity Company • · 
National .!ndemility Company of be South 
National .Indemnity Company or Mid-America 
National Liability and Fire Insurance Company 
Nebraska Furniture Mart, Inc. 
Redwood Fire and Casually Insurance Company 
The ~tt Fetzer Company 
Scott Fetzer Financial Group, Inc. 
See's Candies, Inc. 
See's candy Sbops, Incorporated 
wcsco Financjal Co•poration 
Wesco-Financial Insurance Qimpany 
Wesco Holdings Midwest .Inc. 
World Book/Seott Fetzer Gompany 

State of 
lncomoration 

Delaware 
Delaware 
califomia 
Nebraska 
Delaware 
Nebraska 
Nebraska 
Nebraska 
Colorado 
Nebraska 
california 
Delaware 
Delaware 
Delaware 
Ka11S83 

· l'!!ew Hampshire 
d1lifomia 
?i~brasta 

··Ncbrasta 
Florida 
Minnesota 
Illinois 
Nebraska 
Nebra3ka 
Delaware 
Delaware 
California 
ca1iforiiia 
Delaware 
Nebraska 
Nebraska 
Nebraska 

Reg. S-K 
Item 601 

Exhibit 22 

· · (1) Each of the named sulleidiarics is not necessarily a "significant sulleidiary" as defined in Ruic t--02(v) of Regulation 
S-X, and Bcrkabire bas several additional aulleidiarics not named above. The unnamed sulllidiarica, considered in the 
aggregate as a single sulllidiary, would not constitute a "significant sulleidiary" at the end of the year cooered by this repon. 

(2) The namca have beenomilted of30wbolly-OWl1ed U.S. sulleidiarics of1bc Fecbbcimcr Brothers Company, each 
of w!lom opera~~-iD,t1'cqlusillCSI of uniform manufacturing and/or distribution. 


