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BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED BALANCE SHEETS
(dollars in millions except per share amounts)

ASSETS
Insurance and Other:
Cash and Cash @QUIVAIENES ..........cuccviiiiiiciec et
Investments:
FiXed Maturity SECUITIES ....cviiveiiie ettt re b srrenrees
EQUILY SECUTTIES 1..vviveiiicie ettt ettt ettt ere e ere e be e be e beebeebeereesrees
@ ] 1 SRS
RECEIVADIES ... e na e aenre s
LAY 7=] g1 (o =TSRSS
Property, plant and 8QUIPMENT ..........ccoiiiiiiiiece ettt sbe b
Goodwill Of aCQUITEd BUSINESSES .....veivviirieiiieiiee ettt ettt sre e sre e ebe b e
Deferred charges reinSurance asSUMEM ........cccccvviveiieirieireeire e seesree e sreesre e sreesreenreens
L 1 TS
Investments in MidAmerican Energy Holdings Company .........ccccoeveievinncieinnesseinnnnnenns
Finance and Financial Products:
Cash and Cash @QUIVAIENES ..........cceccviiiiiieiee et
Investments in fixed maturity securities:
AVaAIADIE-TOr-SAIE........i i
LI (o LT To RSSO U UTTSPROPRRURRRUO
Securities purchased under agreements to reSell..........cooovveviiiiciie e,
Trading ACCOUNT ASSEIS ...veiuviivieiieeite ettt ettt e ere et e st e sbe e sbeesbesresteesbeesbeenbeenbeensesreesns
Loans and finance reCeIVADIES .........ccccveeeiiiieierc e
L 1 TS

LIABILITIES AND SHAREHOLDERS’ EQUITY
Insurance and Other:

Losses and 10SS adjuStMENt EXPENSES.......cuecviiieieeiteecte et eieere st et ste e sreesresre e e sbeesreens
UNEAINEA PrEMIUMS ....eoviieieiiesiesie st eee ettt ettt st e sbesteste e e e s e e e ssesbesaesbesneeneeneenees
Life and health insurance benefits and other policyholder liabilities..............ccccvevrvnenn
Accounts payable, accruals and other liabilitiesS ..o,
Income taxes, principally deferred. ..o
Notes payable and other DOFTOWINGS. ........cvoviieieiire e

Finance and Financial Products:

Securities sold under agreements t0 repUrChase .........coccevevvrienieeierene e
Trading account abilities..........cooiiiiiiiie e
Securities sold but NOt Yet PUIChASE..........covviiieieeee e
Notes payable and other DOFTOWINGS. ......c.cvoviiii i
L@ 1211 SO S USRS

TOtaAl TaDIHTIES ... e
Minority Shareholders’ INTEMESTS .......cveiiii e e

Shareholders’ equity:

Common stock — Class A, $5 par value and Class B, $0.1667 par value .......................
Capital in eXCeSS OF PAr VAIUE ....ccueiviiiieieiise st
Accumulated other comprenensiVe INCOME .......ccovereieienieiieieeee e
REtAINEA AINMINGS ... ve ittt et sb et e s e e e be e snenees

Total SharehOlders” EQUILY .......ccviiiiiie e

June 30,
2004
(Unaudited)

$ 35,493

23,437
36,937
2,370
11,862
3,623
6,247
22,965
2,833
4,620
150,387
4,067

4,708

7,493
7,029
16,119
2,835
4,987
5,801
48,972
$203,426

$ 44,071
7,212
6,259
6,919

11,623
3,830
79,914

15,266
4,867
14,150
4,392
3,558
42,233
122,147
841

8

26,212
19,505
34,713
80,438
$203,426

See accompanying Notes to Interim Consolidated Financial Statements

December 31,
2003

$ 31,262

26,116
35,287
2,924
12,314
3,656
6,260
22,948
3,087
4,468
148,322
3,899

4,695

9,092
148

100
4,519
4,951
4,833
28,338
$180,559

$ 45,393
6,308
6,507
6,386

11,479
4,182
80,255

7,931
5,445

89

4,937

_ 3561
21,963
102,218
745

8

26,151
19,556

_ 31881
77,596
$180,559



BERKSHIRE HATHAWAY INC.
and Subsidiaries

CONSOLIDATED STATEMENTS OF EARNINGS

(dollars in millions except per share amounts)

Second Quarter First Half
2004 2003 2004 2003
(Unaudited) (Unaudited)
Revenues:
Insurance and Other:
Insurance premiums €arNEd..........ccovveveveiveiesevieieseseeese e $ 5,481 $ 5,521 $10,483 $10,697
Sales and SErVICE FEVENUES ......cccceveerierieie et 11,050 6,247 21,112 10,260
Interest, dividend and other investment inCOme............ccocevvirennnne. 673 794 1,324 1,613
INVESTMENE QAINS ..vovveieciececeeeeeee e 188 979 679 1,686
17,392 13541 33,598 24,256
Finance and Financial Products:
INEErESE INCOME ....eviiiieiie s 337 260 676 603
INVesStMeNt gains (I0SSES) ...vcveververierieirereeieeie e see e sre e (450) 412 (294) 528
OBNET .ttt et 717 183 1,200 385
604 855 1,582 1,516
17,996 14,396 35,180 25,772
Costs and expenses:
Insurance and Other:
Insurance losses and 10ss adjustment EXPENSES........covvvvveereenanns 3,701 3,968 7,166 7,698
Insurance underwriting EXPENSES ......vivvvreereeriererereseseeeereeseenees 1,129 1,154 2,370 2,307
Cost Of SaleS aNd SEIVICES.......civiiiiriiiririese s 9,186 4,777 17,616 7,666
Selling, general and administrative EXPenses.........cvvvviveververerernens 1,241 919 2,423 1,739
INEEIEST EXPENSE.. . i ieiereie e e e see e seeste e et ae e nraenreas 35 43 69 83
15,292 10,861 29,644 19,493
Finance and Financial Products:
INEEIEST EXPENSE....eveeieiecteeie e e ste e ste e ee e e steeee e sneesreeneeens 210 81 409 173
OBNET . 651 209 1,122 439
861 290 1,531 612
16,153 11,151 31,175 20,105
Earnings before income taxes and equity in earnings of
MidAmerican Energy Holdings Company ............ccoccoeenveienennn. 1,843 3,245 4,005 5,667
Equity in earnings of MidAmerican Energy Holdings Company ....... 71 90 209 218
Earnings before income taxes and minority interests.................... 1,914 3,335 4,214 5,885
INCOME TAXES ...veieeii ettt 617 1,078 1,350 1,883
Minority shareholders’ INterests........ccoovvveveverievvsnse e 15 28 32 43
NET BAIMINGS ...vevveviitiieieste ettt sa s see e enes $ 1,282 $ 2,229 $ 2,832 $ 3,959
Average common shares outstanding *..........cccocevevvevvvvieereresenees 1,537,629 1,535,095 ,537,353 1,534,950
Net earnings per COmmon SNare * ........c.ccocvvveiiieniene e $ 834 $ 1,452 $ 1842 $ 2,579

*  Average shares outstanding include average Class A common shares and average Class B common shares determined on
an equivalent Class A common stock basis. Net earnings per share shown above represents net earnings per equivalent

Class A common share. Net earnings per Class B common share is equal to one-thirtieth (1/30) of such amount.

See accompanying Notes to Interim Consolidated Financial Statements



BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in millions)

Net cash flows from Operating aCtiVItieS........ccccvciveriererire e ene s

Cash flows from investing activities:

PUIrChases OF INVESIMENTS ........coiiiiiiiiiie ettt ettt st be e sbe e be e sbeeebeesbeebessbesraens
Proceeds from sales and maturities of INVESIMENTS.........c.ccvviiiiie et
Loans and investments of fiNAnCe DUSINESSES ........c.eiviiiiiiecieiec ettt
Principal collection on loans and investments

OF FINANCE DUSINESSES.....eiveiie ettt et et e e br e be e be et e erbesbaesbeesbeeteennas
Acquisitions of businesses, net of Cash aCQUITEd .........cccccviveerieie i
(@] 13 =1 SRRSO PP

Net cash flows from inVesting aCtiVILIES .........cceveriiiriiiie i

Cash flows from financing activities:
Proceeds from borrowings of finance DUSINESSES .........coevvrieieiiriecicerese e
Proceeds from Other DOITOWINGS .......cviviieice s e
Repayments of borrowings of finance DUSINESSES.........covvvviviiiiiiecc e
Repayments of Other DOITOWINGS ......c.voveiiiiese s nes
Change in short term borrowings of finance bUSINESSES .........ccvcverereriiiinere e
Change in other Short term DOIrTOWINGS........viieieiee e nes
(01 1= SO PSSO PPROPRIN

Net cash flows from finanCing aCtIVILIES .........ccevereiiriiie e

Increase in cash and cash eQUIVAIENES ...........cocoviiiii e
Cash and cash equivalents at beginning of YEar * ...

Cash and cash equivalents at end of first half * ...

Supplemental cash flow information:
Cash paid during the period for:
INCOIME TBXES. ... vttt re et e st ne st r e s r e e b e e r e nrenenne e nneneas
Interest of finance and financial Products DUSINESSES .........cvcucvriririciririneee e
L@ 1T g 1 C=T 1S TP

Non-cash investing activity:
Liabilities assumed in connection with acquisitions of DUSINESSES.........ccocvvrvveeieririneeriress e

* Cash and cash equivalents are comprised of the following:
Beginning of year —
INSUFANCE NG OTNEE ... et b e bbbttt e e
Finance and FINANCIal PrOOUCTS...........cuiiiiiiiiieeie ettt sbe e

End of first half —

INSUFANCE QNG OLNEE ...ttt ettt e e e s bt e s be e st e e e beesabeebeeebaeesbeesabeenbeeeareesreenans
Finance and FINANCIal PrOGUCTS.......c..coiviiiiiiie ettt sttt be e rae s ebeesareebeesaaeeebeesraeesaeean

See accompanying Notes to Interim Consolidated Financial Statements

4

First Half
2004 2003
(Unaudited)
$ 2,562 $ 3,613
(3,425) (5,983)
6,029 19,259
(1,553) (1,040)
1,646 2,810
(349) (1,427)
198 (316)
2,546 13,303
525 454
170 573
(1,140) (1,412)
(244) (373)
45 (82)
(279) (618)
59 238
(864) (1,220)
4,244 15,696
35,957 12,748
$40,201  $28,444
$1221 $ 1,364
347 246
71 127
74 1,176
$31,262 $10,283
4,695 2,465
$35,957 $12,748
$35,493 $24,425
4,708 4,019
$40,201 $28,444




BERKSHIRE HATHAWAY INC.
and Subsidiaries
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2004

Note 1. General

The accompanying unaudited Consolidated Financial Statements include the accounts of Berkshire Hathaway Inc.
(“Berkshire” or “Company™) consolidated with the accounts of all its subsidiaries and affiliates in which Berkshire holds a
controlling financial interest as of the financial statement date. Beginning as of January 1, 2004, Berkshire’s Consolidated
Financial Statements also include the accounts of Value Capital, L.P. (“Value Capital”) as a result of the adoption of FASB’s
revised Interpretation No. 46 “Consolidation of Variable Interest Entities” (“FIN 46™). See Note 1(r) to the December 31, 2003
audited Consolidated Financial Statements for additional information concerning this new accounting pronouncement and
Note 11 below for additional information concerning Value Capital.

Reference is made to Berkshire’s most recently issued Annual Report that included information necessary or useful to
understanding Berkshire’s businesses and financial statement presentations. In particular, Berkshire’s significant accounting
policies and practices were presented as Note 1 to the audited Consolidated Financial Statements included in that Report.
Certain amounts in 2003 have been reclassified to conform with the current year presentation.

Financial information in this Report reflects any adjustments (consisting only of normal recurring adjustments) that are, in
the opinion of management, necessary to a fair statement of results for the interim periods in accordance with generally
accepted accounting principles (“GAAP”).

For a number of reasons, Berkshire’s results for interim periods are not normally indicative of results to be expected for the
year. The timing and magnitude of catastrophe losses incurred by insurance subsidiaries and the estimation error inherent to
the process of determining liabilities for unpaid losses of insurance subsidiaries can be relatively more significant to results of
interim periods than to results for a full year. Investment gains/losses are recorded when investments are sold, other-than-
temporarily impaired or in certain instances, as required by GAAP, when investments are marked-to-market. Variations in the
amounts and timing of investment gains/losses can cause significant variations in periodic net earnings.

Note 2. Significant business acquisitions

Berkshire’s long-held acquisition strategy is to purchase businesses with consistent earning power, good returns on
equity, able and honest management and at sensible prices. Businesses with these characteristics typically have market
values that exceed net asset value, thus producing goodwill for accounting purposes.

On May 23, 2003, Berkshire acquired McLane Company, Inc. (“McLane”), from Wal-Mart Stores, Inc. for cash
consideration of approximately $1.5 billion. McLane is one of the nation’s largest wholesale distributors of groceries and
nonfood items to convenience stores, wholesale clubs, mass merchandisers, quick service restaurants, theaters and others.

On August 7, 2003, Berkshire acquired all the outstanding common stock of Clayton Homes, Inc. (“Clayton”) for cash
consideration of approximately $1.7 billion in the aggregate. Clayton is a vertically integrated manufactured housing
company that manufactures homes, which are sold through a system of company owned stores and independent retailers.
Clayton also operates manufactured housing communities and provides mortgage loans and services and insurance
protection to customers.

The results of operations for each of the entities acquired are included in Berkshire’s consolidated results of operations
from the effective date of each acquisition. The following table sets forth certain unaudited consolidated earnings data for
the first half of 2003, as if each of the acquisitions discussed above were consummated on the same terms at the beginning
of the year. Dollars are in millions, except per share amount.

2003
TOUAI FEVEINUES .......vvvetiete ettt ettt bbbttt b s s s e s e e e e e e s e s s s s st $34,746
N L= =T g T o RS TSERRPRRSN 3,999
Earnings per equivalent Class A COMMON SNAIE ........cccvcivveieievieie s 2,605



Notes To Interim Consolidated Financial Statements (Continued)

Note 3. Investments in MidAmerican Energy Holdings Company

On March 14, 2000, Berkshire acquired 900,942 shares of common stock and 34,563,395 shares of convertible
preferred stock of MidAmerican Energy Holdings Company (“MidAmerican”) for $35.05 per share, or approximately
$1.24 billion in the aggregate. During March 2002, Berkshire acquired 6,700,000 additional shares of the convertible
preferred stock for $402 million. Such investments currently give Berkshire about a 9.9% voting interest and an 83.7%
economic interest in the equity of MidAmerican (80.5% on a diluted basis). Since March 2000, Berkshire and certain of its
subsidiaries also acquired approximately $1,728 million of 11% non-transferable trust preferred securities, of which $150
million were redeemed in August 2003. Mr. Walter Scott, Jr., a member of Berkshire’s Board of Directors, controls
approximately 88% of the voting interest in MidAmerican. The convertible preferred stock is, in substance, a substantially
identical subordinate interest to a share of common stock and economically equivalent to common stock. Therefore,
Berkshire accounts for its investments in MidAmerican pursuant to the equity method. Reference is made to the Notes to
the Consolidated Financial Statements included in Berkshire’s Annual Report on Form 10-K for the year ending December
31, 2003 for additional information concerning terms of the convertible preferred stock. Berkshire’s equity in earnings
from MidAmerican includes Berkshire’s proportionate share (83.7% in 2004) of MidAmerican’s undistributed net earnings
reduced by deferred taxes on such undistributed earnings in accordance with SFAS 109, reflecting Berkshire’s expectation
that such deferred taxes will be payable as a consequence of dividends from MidAmerican. However, no dividends from
MidAmerican are likely for some time. It is possible that when, and if, a dividend is paid MidAmerican will then be
eligible for inclusion in Berkshire’s consolidated tax return and a tax on the dividend would not be due. Berkshire’s share
of interest expense (after-tax) on its investments in MidAmerican’s trust preferred (debt) securities has been eliminated.

MidAmerican is a U.S. based global energy company. Through its subsidiaries it owns and operates a combined
electric and natural gas utility company in the United States, two natural gas pipeline companies in the United States, two
electricity distribution companies in the United Kingdom and a diversified portfolio of domestic and international electric
power projects. MidAmerican also operates the second largest residential real estate brokerage firm in the United States.

Condensed consolidated balance sheets of MidAmerican are as follows. Amounts are in millions.

June 30, December 31,
2004 2003
Assets:
Properties, plants, and eqUIPMENE, NEL ......c.cciiviviieiieic e $11,429 $11,181
(0010 1Y/ 1 | I 4,320 4,306
OLNBE ASSBES ...iveeiereiitee ettt e et e et e st e st e e et e e s ab e e sbt e e sbeeeebeeesbbeesbesesbeeebesesbaeebesesbaeereean 3,974 3,681
$19,723 $19,168
Liabilities and shareholders’ equity:
Debt, except debt owed t0 BEIKSNITE .........ccviviiveiiiicicccesce s $10,291 $10,296
Debt OWEd t0 BEIKSHITE .....vviiieeicciie ettt e e 1,578 1,578
Other liabilities and MINOFItY INTEIESES .......ccvciiiiieirier s 4,882 4,523
16,751 16,397
Shareholders” QUILY ........ccooiiiiiiieee s 2,972 2,771
$19,723 $19,168

Condensed consolidated statements of earnings of MidAmerican for the second quarter and first half of 2004 and 2003
are as follows. Amounts are in millions.

Second Quarter First Half
2004 2003 2004 2003

REVENUES ..o $ 1599 $ 1,410 $ 3,382 $ 3,028
Costs and expenses:
Cost of sales and operating eXpenses.........c.ccoveereenane. 1,120 897 2,257 1,940
Depreciation and amortization ............cccccvvveveereiencnnns 162 161 332 303
Interest expense — debt held by Berkshire ................... 43 47 87 95
Other interest eXPENSE.......coevrerieerieeeereese e 178 189 370 368

1,503 1,294 3,046 2,706
Earnings before taxes and minority interests ............... 96 116 336 322
Income taxes and minority interests...........cccccovvvevnnenn. 39 36 131 111
NEL BAIMINGS ...t $ 57 $ 80 $ 205 $ 211




Notes To Interim Consolidated Financial Statements (Continued)
Note 3. Investments in MidAmerican Energy Holdings Company (Continued)

MidAmerican, through its subsidiaries, owns the rights to proprietary processes for the extraction of zinc, manganese,
silica, and other elements in the geothermal brine and fluids utilized in energy production at certain geothermal energy
generation facilities. Mineral extraction facilities have been installed near the energy generation sites (“the Project”).
MidAmerican’s management has been assessing the long-term economic viability of the Project in light of current cash
flow and operating losses and continuing efforts to increase production. Based upon preliminary estimates of projected
cash flows, which includes increased future mineral production rates, MidAmerican’s management believes that the
capitalized cost of the Project (approximately $400 million, net of deferred income taxes) is recoverable. MidAmerican’s
management will continue to evaluate these estimates during the third quarter of 2004, including the expected impact of
planned improvements to the mineral extraction processes. MidAmerican’s management has also begun exploring other
operating alternatives, such as establishing strategic partnerships and consideration of taking the facilities out of operation
if it is concluded that the Project cannot be operated economically on a long-term basis. While no decisions have been
reached, MidAmerican’s management expects to decide on the future of the Project by the end of 2004. If it decides to
curtail or cease operations or sell the Project, a write-off of some or all of the capitalized costs of the Project may be
required.

Note 4. Investments in fixed maturity securities

Data with respect to investments in fixed maturity securities, which are classified as available-for-sale, are shown in the
tabulation below (in millions).

June 30, December 31,
2004 2003

Insurance and other:
AAMOTTIZEA COSL ...ttt ettt sttt sttt $21,322 $23,143
LC (0T U A= 12T I o =Vl LT 2,188 3,033
O 0T U A= 12Tl [0TSR (73) (60)
FAIT VAIUB ... bbbttt bbbkt b bbb b b e e b renas $23,437 $26,116
Finance and financial products:
AAMOTTIZEA COSL ...ttt bbbttt $ 7,005 $ 8,513
LC (0T U QT (=T 12T [ o = Ul LT 489 579
O 0T U A= 12Tl [0TSR (@) —
FIE VAIUB.....c.ceecec ettt st e et e s et e st eae s beae st et et e e ebesbeneebe e teneens $ 7,493 $ 9,092

Note 5. Investments in equity securities
Data with respect to investments in equity securities are shown in the tabulation below (in millions).
June 30, December 31,

2004 2003
TOTAI COSE vttt $ 9,191 $ 8,515
GroSS UNFEAHZEA QAINS......cvevieiiereieieie ettt ettt ettt e st be b e e st et et e s s e bete e enasenens 27,790 26,837
Gr0OSS UNFEAIIZEA TOSSES ....vcveveriieieieiiie ettt et s et a bt s e et ne e bt e e e bt enenn s tens (44) (65)
TOLAL FAIE VAIUE......cee ettt b et e bt e b se s be e be e besbereerens $36,937 $35,287
Fair value:
AMEFICaN EXPreSS COMPANY ......vevieerireereeresierereseseesesesessssssesessssssesessssssesessssssesessssssssesensssssesenssssses $ 7,790 $ 7,312
B O Tor= B O] - W @] 4] o - U0 | SR 10,096 10,150
The GIllette COMPANY ......cveiiecieiei et a e se e be s e e e ter e e snsenens 4,070 3,526
WellS Fargo & COMPANY ....ccooveieieiirisieieesesieeeeseses e esesssassesessssssesassssssesesessssssesassssssesensssssesenssssses 3,231 3,324
Other EQUILY SECUITIES ...v.vvevieriieteeeiesie ettt se st sese s e ssae s s e e se s enenessesens 11,750 10,975
TOAL oottt ettt $36,937 $35,287
Note 6. Loans and Receivables
Receivables of insurance and other businesses are comprised of the following (in millions).
June 30, December 31,
2004 2003

Insurance Premiums reCRIVADIE..........ccov e e e $ 4,469 $ 5,183
Reinsurance recoverables on UNPaid I0SSES ........ccurvvieiiirrieeirirs e es 2,508 2,781
Trade and Other rECEIVADIES. ... 5,323 4,791
Allowances for uUncollectible aCCOUNLS .........vcvcveiiiriiceir e (438) (441)

$11,862 $12,314



Notes To Interim Consolidated Financial Statements (Continued)
Note 6. Loans and Receivables (Continued)

Loans and finance receivables of finance and financial products businesses are comprised of the following (in millions).

June 30, December 31,
2004 2003
Consumer installment loans and fiNANCe reCEIVADIES ..........coeieeieeieeeeeeeceeeee e $ 3,704 $ 2,874
Commercial 1oans and fiNANCE FECEIVADIES.........ccv it 1,283 2,077
4,987 4,951

Loans and finance receivables are not held for sale and are stated at amortized cost less allowances for uncollectible
accounts. Berkshire has the ability and intent to hold such loans and receivables to maturity. Amortized cost represents
acquisition cost, plus or minus origination and commitment costs paid or fees received which together with acquisition
premiums or discounts are required to be deferred and amortized as yield adjustments over the life of the loan. Allowances for

uncollectible accounts were immaterial as of June 30, 2004 and December 31, 2003.

Note 7. Deferred income tax liabilities

The tax effects of temporary differences that give rise to significant portions of deferred tax assets and deferred tax

liabilities are shown below (in millions).

June 30, December 31,
2004 2003
Deferred income tax liabilities:
Unrealized appreciation of INVESIMENTS ..........coeviiiiiiiie e $10,677 $10,663
Deferred charges reinsurance assUMEd .........c.coveiviieiineseseeiee e e e e e e e e see e sreseas 992 1,080
Property, plant and BQUIPMENT.........cccviiiieieice e 1,109 1,124
INVESTMENES. ...t ettt e e bt e e e sre e sreeneenne e 279 337
L0 11 OSSOSO PSPPSR 1,497 1,350
14,554 14,554
Deferred income tax assets:
Unpaid losses and 10SS adjustment EXPENSES.........coeivirereeierierienie e siesieeeeeesee e e seeseas (1,200) (1,299)
UNEAINEA PIrEIMIUIMS ....iveitite ittt sieeieetee st et sttt e e e beseesbe st e st ese et e sbesbesbeebeeneeneeseeneas (423) (372)
L 11 TSP RRTPTSRPRTPRIN (1,510) (1,448)
(3,033) (3,119)
Net deferred taX lHability ..o e $11,521 $11,435

Note 8. Notes payable and other borrowings

Notes payable and other borrowings of Berkshire and its subsidiaries are summarized below. Amounts are in millions.

June 30, December 31,
2004 2003
Insurance and other:
Issued by Berkshire, notes and investment agreements due 2007-2033 ............cccce.ee.e. $1,021 $1,032
Issued by subsidiaries and guaranteed by Berkshire:
Commercial paper and other short-term borrowings ........c.cocvevvivvivsiveieeresesienennnns 1,242 1,527
Other debt due 2006-2035 .........cocivierieienie ettt 315 315
Issued by subsidiaries and not guaranteed by Berkshire due 2004-2041....................... 1,252 1,308
$3,830 $4,182
Finance and financial products:
Issued by subsidiaries and guaranteed by Berkshire:
3.375% NOLES AUE 2008 .......eiiviieieeie ettt sttt sttt s sreers $1,049 $ 744
4.20% NOLES AUE 2010 ....c.uiieieiieieie ettt et es 497 497
4.625% NOLES AUE 2013 ... .oeieiiiieeie ettt et sae e 948 744
OtNEr DOTTOWINGS ...ttt bbb et 340 809
Issued by subsidiaries and not guaranteed by Berkshire due 2004-2037 ..........c..c........ 1,558 2,143
$4,392 $4,937



Notes To Interim Consolidated Financial Statements (Continued)

Note 9. Common stock

The following table summarizes Berkshire’s common stock activity during the first half of 2004.

Class A common stock Class B common stock
(1,650,000 shares authorized) (55,000,000 shares authorized)
Issued and Outstanding Issued and Outstanding
Balance at December 31, 2003 ..........cccoeeeireveeieieieeesreeeere e 1,282,979 7,609,543
Conversions of Class A common stock
to Class B common stock and Other ..........ccccoveeevinvecicinnenienns (9,547) 321,897
Balance at June 30, 2004 .........ccovvveveereveeececeeeere s 1,273,432 7,931,440

Each share of Class A common stock is convertible, at the option of the holder, into thirty shares of Class B common stock.
Class B common stock is not convertible into Class A common stock. Class B common stock has economic rights equal to
one-thirtieth (1/30) of the economic rights of Class A common stock. Accordingly, on an equivalent Class A common stock
basis, there are 1,537,813 shares outstanding at June 30, 2004 and 1,536,630 shares outstanding at December 31, 2003. Each
Class A common share is entitled to one vote per share. Each Class B common share possesses the voting rights of one-two-
hundredth (1/200) of the voting rights of a Class A share. Class A and Class B common shares vote together as a single class.

Note 10. Comprehensive income

Berkshire’s comprehensive income for the second quarter and first half of 2004 and 2003 is shown in the table below (in
millions).

Second Quarter First Half
2004 2003 2004 2003
NEL BAIMINGS ...veveveeerereiriseeeere s eree e ereneseens $ 1,282 $ 2,229 $ 2832 $ 3,959
Other comprehensive income:
Increase (decrease) in unrealized appreciation of investments.... 777) 4,518 29 3,862
Applicable income taxes and minority interests..................... 279 (1,601) (15) (1,359)
L 10 TS (114) 111 (65) 96
Applicable income taxes and minority interests...........c........ 20 (32) — (28)
(592) 2,996 (51) 2,571
Comprehensive INCOME........cccovvveeriireereinsse e es $ 690 $ 5,225 $ 2,781 $ 6,530

Note 11. Value Capital

Value Capital L.P., (“Value Capital”), a limited partnership, commenced operations in 1998. A wholly owned
Berkshire subsidiary is a limited partner in Value Capital. The partnership’s objective is to achieve income and capital
growth from investments and arbitrage in fixed income investments. Profits and losses (after fees to the general partner)
are allocated to the partners based upon each partner’s investment. As of June 30, 2004, Berkshire’s share of such profit
and loss was approximately 90%, although as a limited partner Berkshire’s exposure to loss is limited to the carrying value
of its investment. Through December 31, 2003, Berkshire accounted for its limited partnership investment pursuant to the
equity method. Beginning in 2004, Berkshire consolidates Value Capital in connection with the adoption of revised FIN
46. FIN 46 encourages but does not require restatement of previously issued financial statements. Berkshire has elected to
not restate its prior year financial statements. Value Capital is being consolidated solely to comply with the requirements
of FIN 46. Berkshire does not guarantee any of Value Capital’s liabilities and has no control over decisions made by the
management of Value Capital or those of its general partner.



Notes To Interim Consolidated Financial Statements (Continued)
Note 12. Business segment data

A disaggregation of Berkshire’s consolidated data for the second quarter and first half of each of the two most recent years
is as follows. Amounts are in millions.

Revenues
Operating Businesses: Second Quarter First Half
Insurance group: 2004 2003 2004 2003
Premiums earned:
GEICO .o e e $ 2,180 $ 1,903 $ 4288 $ 3,723
GENETAl RE....coiciiiect e 2,058 1,963 3,873 4,012
Berkshire Hathaway Reinsurance Group .........ccocceeveeeeeieerveinenvennenns 936 1,411 1,738 2,486
Berkshire Hathaway Primary Group .........cccccoocevevenienesiesesesnennenes 307 244 584 476
INVESTMENT INCOME ...t 684 818 1,347 1,673
Total INSUFANCE GIOUP .uveveiveiresieeieeeeieie sttt s re e se et sr e ereens 6,165 6,339 11,830 12,370
APPATEL . e 574 537 1,091 1,008
BUIlING ProdUCES.......ceciiicicicce e 1,127 1,004 2,075 1,834
Finance and financial products ............ccocvevviieeieiiicie e 1,056 443 1,880 988
FHGhE SEIVICES ....viiviiieceicecce e 713 599 1,452 1,147
MCLANE COMPANY ..ottt s 5,894 1,670 11,235 1,670
RELAIL......eiie e 601 498 1,186 963
ShAW INAUSLIIES ....eveieiicie et 1,326 1,171 2,552 2,190
OtNEr DUSINESSES ....vvverieiiiieiete ettt sttt st st sbeseenens 819 773 1,528 1,457

Reconciliation of segments to consolidated amount: 18,275 13,034 34,829 23,627

INVEStMENt gaiNS (I0SSES) ...vevevrierereieeriereesesteste e se e ee e see e e aneas (262) 1,391 385 2,214
(O 1 ST Y= [V TR 6 9 14 14
Eliminations and Other ...........cccoeiiiiiice e (23) (38) (48) (83)

$17,996 $14,396 $35,180 $25,772
Earnings before income taxes and minority interests

Operating Businesses: Second Quarter First Half
Insurance group: 2004 2003 2004 2003
Underwriting gain:
GEICO .o e $ 229 $ 67 $ 452 $ 172
GENEIAl RE.....iciiie e 39 53 81 85
Berkshire Hathaway Reinsurance Group .........ccocevvevererernsenseennnnns 373 262 395 405
Berkshire Hathaway Primary Group ........c.ccoevevvevvereerieieninsesesnnnnans 10 17 19 30
Net INVESTMENT INCOME........coiiiiiiecre s 679 814 1,337 1,665
Total INSUFANCE GIOUP «.vvveeeeereeieiesiesiesieeseeeesee e sresre s e esaesaeseeseesresresneens 1,330 1,213 2,284 2,357
A o] 0= L] S 75 74 145 139
L T0TT o Tt o] (o [¥ Lo £ OSSR 192 139 311 238
Finance and financial Products ..........ccccoeveveeereiesiese e 182 140 324 350
FHGNE SEIVICES ..vviiiiecec e 36 33 66 25
o] =T e O] 4T o g | S 58 22 114 22
RELAI. ... 32 33 56 52
ShaW INAUSLIIES .....cveiviciicie e 135 109 238 178
OtNEr DUSINESSES ....vevirietirieiete ettt sttt sbeneeneas 110 131 182 213
Reconciliation of segments to consolidated amount: 2,150 1894 3,720 3,574
INVeStMENt gains (10SSES) ....c.vevrieruerierieriesiereeie e (264) 1,399 372 2,210
Equity in earnings of MidAmerican Energy Holdings Company ........ 71 90 209 218
INTEIESt EXPENSE * ...ttt bbb e (24) (24) 47) 47)
Corporate and Other..........ccoeiiiieie e e (19) (24) (40) (70)

$1,914 $3,335 $4,214 $5,885

* Amounts of interest expense represent interest on notes payable and other borrowings exclusive of that of finance
businesses and interest allocated to certain businesses.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
Results of Operations

Net earnings for the second quarter and first half of 2004 and 2003 are disaggregated in the table that follows. Amounts
are after deducting minority interests and income taxes. Dollar amounts are in millions.

Second Quarter First Half
2004 2003 2004 2003

INSUFaNCe — UNAEIWIITING ....v.vviiiiic s $ 422 $ 263 $ 614 $ 451
INSUrance — INVESTMENT INCOME........oueuirireieiee sttt 479 571 934 1,163
NON-INSUFANCE DUSINESSES ... .vcvereiieteierisietee ettt et et 508 422 886 761
Equity in earnings of MidAmerican Energy Holdings Company.................. 71 90 209 218
INTErEST EXPENSE ....eveeiietete ettt ettt st st (15) (15) (30) (30)
OBNBE s (11) (7 (24) (35)
INVESEMENE GAINS (IOSSES) ..vvvrerireieeririeiee ettt (172) 905 243 1,431

NEE BAIMINGS ©.vevvvvvieiiieeee et $1,282 $2,229 $2,832 $3,959

Insurance — Underwriting

A summary follows of underwriting results from Berkshire’s insurance businesses for the second quarter and first half of
2004 and 2003. Dollar amounts are in millions.

Second Quarter First Half
2004 2003 2004 2003

Underwriting gain attributable to:

GEICO ...ttt $ 229 $ 67 $ 452 $ 172

GENEIAI RE.....ie 39 53 81 85

Berkshire Hathaway Reinsurance Group ..........cocovvvrnnnnennsesssesesesesenen, 373 262 395 405

Berkshire Hathaway Primary Group ........cccoeeoerineiennneee s 10 17 19 30
Pre-tax uUnderwriting gain ........ccocoerrieiinnieeesrsee et 651 399 947 692
Income taxes and MINOFity INTEIESES ........ccovvvrreiie i, 229 136 333 241

NEt UNAEIWIITING JAIN ....vcviiiiccce e $ 422 $ 263 $ 614 $ 451

Berkshire engages in both primary insurance and reinsurance of property and casualty risks. Through General Re,
Berkshire also reinsures life and health risks. In primary insurance activities, Berkshire subsidiaries assume defined portions of
the risks of loss from persons or organizations that are directly subject to the risks. In reinsurance activities, Berkshire
subsidiaries assume defined portions of similar or dissimilar risks that other insurers or reinsurers have subjected themselves to
in their own insuring activities. Berkshire’s principal insurance businesses are: (1) GEICO, (2) General Re, (3) Berkshire
Hathaway Reinsurance Group (“BHRG”) and (4) Berkshire Hathaway Primary Group. Berkshire’s management views
insurance businesses as possessing two distinct operations—underwriting and investing. Accordingly, Berkshire evaluates the
performance of underwriting operations without allocation of investment income.

GEICO

GEICO Corporation through its affiliates (“GEICO”) provides private passenger auto insurance to customers in 48
states and the District of Columbia. GEICO policies are marketed mainly through direct response methods, in which
insureds apply directly to the company for insurance coverage over the telephone, through the mail or via the Internet. This
is a significant element in GEICQO’s strategy to be a low cost insurer. In addition, GEICO strives to provide excellent
service to customers with the goal of establishing long-term customer relationships.

GEICO’s pre-tax underwriting results for the second quarter and first half of 2004 and 2003 are summarized in the table
below. Dollar amounts are in millions.

Second Quarter First Half
2004 2003 2004 2003
Amount % Amount % Amount % Amount %
Premiums earned.........cocoovvevnnninininineneneene $2,180 100.0 $1903 100.0 $4,288 100.0 $3.,723  100.0
Losses and 10SS eXPENSES .......cccoveeererereeeenn 1,588 72.8 1,503 79.0 3,092 721 2,873 71.2
Underwriting eXPenses ..........cocoeeeerererererenas 363 16.7 333 17.5 744 17.4 678 18.2
Total 10sses and eXpenses .........ccoceereerereens 1951 895 1836 _96.5 3836 895 3551 954
Pre-tax underwriting gain...........cccoceeeenerennee $ 229 $ 67 $ 452 $ 172
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
GEICO (Continued)

Premiums earned in the second quarter of 2004 were $2,180 million, an increase of 14.6% over the second quarter of 2003.
For the six months ended June 30, 2004 earned premiums were $4,288 million, an increase of 15.2% over 2003. The growth
in premiums earned for voluntary auto was 15.0% and reflects a 10.4% increase in policies-in-force during the past year and
average premium rate increases of less than two percent.

Over the twelve months ending June 30, 2004, policies-in-force increased 7.3% in the preferred risk auto line and increased
21.3% in the standard and nonstandard auto lines. Voluntary auto new business sales in the first six months of 2004 increased
10.9% as compared to 2003. Voluntary auto policies-in-force at June 30, 2004 were 275 thousand higher than at December
31, 2003. Management attributes the growth of in-force policies to competitive rates and dedication to customer service.
Several competitors have recently initiated rate decreases, so the rate of growth of policies-in-force may slow over the
remainder of 2004,

Losses and loss expenses increased 5.7% to $1,588 million in the second quarter of 2004 and 7.6% to $3,092 million for
the first six months of 2004. The loss ratio was 72.1% in the first six months of 2004 compared to 77.2% in 2003. Overall the
number of claims to loss exposure units (“claim frequency”) declined in 2004 as compared to 2003. Claims frequencies for
physical damage coverages have decreased in the five to eight percent range from 2003, which included more weather related
losses, while frequencies for bodily injury coverages have decreased in the two to four percent range. Bodily injury severity
(or the estimated cost per claim) has increased in the six to eight percent range over 2003 while physical damage severity has
increased in the three to five percent range. Incurred losses from catastrophe events for the first six months of 2004 totaled
approximately $14 million compared to $31 million last year.

Policy acquisition expenses, which represent approximately 55% of total underwriting expenses, increased 14.5% in the
first six months of 2004 to $405 million, reflecting a 44% increase in advertising costs. Other underwriting expenses for the
first six months of 2004 of $339 million increased about 5% over 2003, primarily due to higher salary and other employee
benefit expenses, including profit sharing accruals.

General Re

General Re conducts a reinsurance business, which offers reinsurance coverage of essentially all types of property,
casualty, life and health risks in the United States and worldwide. General Re’s principal reinsurance operations are
internally comprised of: (1) North American property/casualty, (2) international property/casualty, which principally
consists of business written through 89%-owned Cologne Re, (3) London-market property/casualty through the Faraday
operations, and (4) global life/health.

General Re’s pre-tax underwriting results for the second quarter and first half of 2004 and 2003 are summarized below.
Dollars are in millions.

Premiums earned Pre-tax underwriting gain
Second Quarter First Half Second Quarter First Half

2004 2003 2004 2003 2004 2003 2004 2003
North American property/casualty... $ 990 $ 835 $1,754 $1774 $ 26 $ 18 $ 4 $ 29

International property/casualty ........ 403 452 803 859 (18) 11 (6) 15
Faraday (London-market) ................ 184 154 379 445 9 13 16 27
Global life/health..........cccooveirrvnnee. 481 472 937 934 22 11 27 14

$2,058  $1,963  $3,873 $4,012 $ 39 $ 53 $ 8 $ 8

General Re strives to generate long-term pre-tax underwriting gains in essentially all of its product lines. Underwriting
performance is not evaluated based upon market share and underwriters are instructed to reject inadequately priced risks.
Management expects written and earned premiums to decline over the remainder of 2004 when compared with 2003
premium volume, mostly due to maintaining underwriting discipline in an increasingly price-competitive property/casualty
market.

North American property/casualty

General Re’s North American property/casualty operations underwrite predominantly excess reinsurance across
essentially all lines of property and casualty business. Excess reinsurance provides indemnification of losses above a stated
retention on either an individual claim basis or in the aggregate across all claims in a portfolio. Reinsurance contracts are
written on both a treaty (group of risks) and facultative (individual risk) basis.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
General Re (Continued)
North American property/casualty (Continued)

Premiums written in the first half totaled $1,584 million in 2004 and $1,610 million in 2003. Premiums written and
earned in the second quarter and first six months of 2004 included $241 million from a retroactive reinsurance contract.
No retroactive contracts were written in the first half of 2003. Excluding retroactive reinsurance, premiums earned in the
second quarter and first half of 2004 declined $136 million (15.4%) and $261 million (14.7%), respectively, compared with
2003 periods. The decline in first half premiums earned reflects reductions from cancellations/non-renewals over new
contracts (estimated at $391 million), partially offset by renewal rate increases and changes in renewal terms and
conditions across all lines of business (estimated at $130 million).

The North American property/casualty business produced pre-tax underwriting gains of $26 million and $44 million in
the second quarter and first half of 2004, compared with gains of $18 million and $29 million in the comparable 2003
periods. Results for the first half of 2004 consisted of $114 million in current accident year gains, partially offset by $70
million in prior accident years’ losses. Results for the first half of 2003 included $69 million in current accident year gains,
partially offset by $40 million in prior accident years’ losses. Results for both 2004 and 2003 periods reflect the favorable
effects of re-pricing efforts and improved contract terms and conditions implemented over the past three years.
Additionally, underwriting results for both 2004 and 2003 benefited from the absence of major catastrophes and other large
individual property losses ($20 million or greater), a condition that is unusual and should not be expected to occur
consistently in the future.

First half underwriting results included losses related to prior years of $70 million in 2004 and $40 million in 2003.
Included in these amounts are $54 million in 2004 and $49 million in 2003 related to discount accretion on workers’
compensation reserves and deferred charge amortization on retroactive reinsurance contracts. Additionally, during the first
half of 2004 losses incurred reflected increases for prior years’ casualty losses of $51 million (primarily in the workers’
compensation, errors and omissions and directors and officers’ liability lines). Offsetting these losses were decreases of
$35 million in prior years’ property losses. The revised estimates in 2004 on prior years’ casualty loss reserves reflect
escalating medical utilization and inflation that adversely affect workers’ compensation losses, and an increased frequency
in corporate bankruptcies, scandals and accounting restatements which increased losses under errors and omissions and
directors and officers’ coverages.

General Re continuously estimates its liabilities and related reinsurance recoverables for environmental and asbestos
claims and claim expenses. Most liabilities for such claims arise from exposures in the United States. Environmental and
ashestos exposures do not lend themselves to traditional methods of loss development determination and therefore reserves
related to these exposures may be considered less reliable than reserves for standard lines of business (e.g., automaobile).
The estimate for environmental and asbestos losses is composed of four parts: known claims, development on known
claims, incurred but not reported (“IBNR”) losses and direct excess coverage litigation expenses. At June 30, 2004,
environmental and asbestos loss reserves for North America were approximately $1,192 million ($865 million net of
reinsurance). As of December 31, 2003 such amounts totaled $1,240 million ($890 million net of reinsurance). The
changing legal environment concerning asbestos and environmental claims has made quantification of potential exposures
very difficult. Future changes to the legal environment may precipitate significant changes in reserves.

Due to the long-tail nature of casualty losses, a higher level of uncertainty is involved in estimating loss reserves for
current accident year occurrences. Thus, the ultimate level of underwriting gain or loss with respect to the 2004 accident
year will not be fully known for many years. North American property/casualty loss reserves were $14.3 billion ($13.3
billion net of reinsurance) at June 30, 2004 and $15.5 billion ($14.3 billion net of reinsurance) at December 31, 2003. The
decline during 2004 was primarily attributable to a commutation (unwinding) of an unusually large reinsurance contract.
About 52% of the reserves at June 30, 2004 were estimates of IBNR losses.

Although total loss reserve levels are believed to be adequate, there can be no guarantees. A relatively small change in
the estimate of net reserves can produce large changes in periodic underwriting results. For instance, a one-percentage
point change in net loss reserves at June 30, 2004 would produce a pre-tax underwriting gain or loss of $133 million, or
roughly 3.8% of annualized first half 2004 premiums earned. In addition, the timing and magnitude of catastrophe and
large individual property losses are expected to continue to contribute to volatile periodic underwriting results in the future.

International property/casualty

The international property/casualty operation writes quota-share and excess reinsurance on risks around the world, with
its largest markets in Continental Europe and the United Kingdom. International property/casualty business is written on a
direct reinsurance basis primarily through Cologne Re.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
General Re (Continued)
International property/casualty (Continued)

Premiums written in the first half of 2004 were $901 million, a decline of $51 million (5.4%) from the first half of 2003.
Premiums earned in the second quarter and first half of 2004 decreased $49 million (10.8%) and $56 million (6.5%),
respectively, from the comparable 2003 periods. In local currencies, premiums earned declined 17% in the second quarter and
16% in the first half of 2004 compared with the second quarter and first half of 2003. The decrease in premiums earned was
primarily due to maintaining underwriting discipline by not accepting risks that were believed to be inadequately priced.

The international property/casualty operations produced pre-tax underwriting losses of $18 million in the second
quarter and $6 million in the first half of 2004, compared with underwriting gains of $11 million and $15 million in the
comparable 2003 periods. Underwriting results in 2004 included prior years’ losses of $23 million in the second quarter
and $13 million in the first six months. The prior years’ losses were primarily in Australian motor excess and workers’
compensation business and other European casualty lines. First half underwriting gains in 2003 reflected rate increases and
the lack of large individual property and catastrophe losses, partially offset by casualty losses.

At June 30, 2004, the international property/casualty operations had gross loss reserves of $5.7 billion, ($5.6 billion net of
reinsurance) compared to $6.4 billion in gross loss reserves at December 31, 2003 ($6.0 billion net of reinsurance).

Faraday (London-market)

London-market business is written through Faraday Holdings Limited (“Faraday”). Faraday owns the managing agent
of Syndicate 435 at Lloyd’s of London and provides capacity and participates in the results of Syndicate 435. Through
Faraday, General Re’s participation in Syndicate 435 was 100% in 2004 and 2003. Also included in the London-market
segment are Cologne Re’s UK and Continental Europe broker-market subsidiaries.

Premiums written in the first half of 2004 totaled $410 million, a decline of $145 million (26.1%) from the first half of
2003. Premiums earned in the London-market operations increased $30 million (19.5%) in the second quarter of 2004 and
decreased $66 million (14.8%) in the first half of 2004 compared with the same periods in 2003. In local currencies,
premiums earned increased 7% in the second quarter and decreased 25% in the first half of 2004 from 2003 amounts. The
decrease in first half 2004 premiums earned was primarily due to declines in premiums earned on property business as well
as from Cologne Re’s Continental Europe broker-market subsidiary, which was placed in run-off in June 2003.

London-market operations produced pre-tax underwriting gains in the second quarter and first half of 2004 of $9
million and $16 million, respectively, compared with gains of $13 million in the second quarter and $27 million in the first
half of 2003. Underwriting gains in the first half of 2004 occurred primarily in property and aviation lines, reflecting
selective underwriting and a lack of catastrophes and other large losses. These gains were partially offset by losses in
casualty coverages.

At June 30, 2004, the Faraday operations had gross loss reserves of $2.1 billion, ($1.8 billion net of reinsurance)
compared to $1.9 billion in gross reserves at December 31, 2003 ($1.7 billion net of reinsurance).

Global life/health

General Re’s global life/health affiliates reinsure such risks worldwide. Second quarter and first half 2004 premiums
earned were relatively unchanged when compared with the same periods in 2003. Adjusting for the effects of foreign
currency exchange, premiums earned declined 1.6% in the second quarter and 4.9% in the first half of 2004 from the
comparable 2003 periods.

Second quarter and first half 2004 underwriting results for the global life/health operations produced pre-tax
underwriting gains of $22 million and $27 million, respectively, compared with gains of $11 million and $14 million for
the same periods in 2003. Underwriting gains in 2004 and 2003 were generated primarily from international life business.
The improvement in 2004 underwriting results was principally attributable to favorable claim experience in Continental
Europe and in the United Kingdom.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)

Berkshire Hathaway Reinsurance Group

The Berkshire Hathaway Reinsurance Group (“BHRG”) underwrites excess-of-loss reinsurance and quota-share
coverages for insurers and reinsurers around the world. BHRG is believed to be one of the leaders in providing catastrophe
excess-of-loss reinsurance. Since July 2001, BHRG has also written a number of policies for large or otherwise unusual
discrete commercial property risks on a direct and facultative reinsurance basis. This business is referred to as individual
risk.

BHRG’s pre-tax underwriting results are summarized in the table below. Amounts are in millions.

Premiums earned Pre-tax underwriting gain
Second Quarter First Half Second Quarter First Half

2004 2003 2004 2003 2004 2003 2004 2003
Catastrophe and individual risk .~ $ 292  $ 377 $ 593 $ 676 $ 246 $ 284 $ 454 $ 557
Retroactive reinsurance.............. 20 431 20 431 (109) (66) (307) (210)
Traditional multi-line .................. 624 603 1,125 1,379 236 44 248 58

$ 936 $1,411 $1,738 $2,486 $ 373 $ 262 $ 395 $ 405

Premiums earned from catastrophe and individual risk contracts in the second quarter and first half of 2004 declined
$85 million (22.5%) and $83 million (12.3%) respectively from the corresponding 2003 periods. Total catastrophe and
individual risk premiums written during the first half of 2004 were $880 million and unearned premiums totaled about
$830 million as of June 30, 2004.

The underwriting gains from catastrophe and individual risk business in 2004 and 2003 reflect low levels of catastrophe
losses and other large individual property losses. Although underwriting results from this business over the past two years
have been very profitable, catastrophic losses (and thus large underwriting losses) are anticipated to occur over time. The
timing and magnitude of such losses may produce extraordinary volatility in periodic underwriting results of BHRG’s
catastrophe and individual risk business. A single event could potentially produce a pre-tax gross loss of approximately
$5 billion. Such volatility is accepted, however, provided that the long-term prospect of achieving an underwriting profit is
reasonable.

A single retroactive reinsurance contract generated $20 million of premiums in 2004, as compared to $431 million from
contracts written in 2003. Retroactive policies normally provide very large, but limited, indemnification of losses and loss
adjustment expenses with respect to past loss events, which are generally expected to be paid over long periods of time.
Loss payments have not commenced on several contracts, which are subject to specified loss retentions by the counterparty
to the contracts.

The underwriting losses from retroactive reinsurance are primarily attributed to the amortization of deferred charges
established on retroactive reinsurance contracts. The deferred charges, which represent the difference between the policy
premium and the estimated ultimate claim reserves, are amortized over the expected claim payment period using the
interest method. The amortization charges are recorded as losses incurred and, therefore, produce underwriting losses.
The level of amortization in a given period is based upon estimates of the timing and amount of future loss payments.
During the first quarter of 2004, the estimated timing of future loss payments with respect to one large contract was
accelerated. As of December 31, 2003, loss reserves established for this contract were recorded at policy limits. However,
the acceleration of the estimated timing of future loss payments produced an incremental pre-tax amortization charge of
approximately $100 million in the first quarter of 2004. For the first half of 2003, the net effect of changes in deferred
charge estimates were negligible.

Unamortized deferred charges at June 30, 2004 totaled approximately $2.5 billion. Management believes that these
charges are reasonable relative to the large amount of float generated from these policies, which totaled about $7.8 billion
at June 30, 2004. Income generated from the investment of float is reflected in net investment income.

Premiums earned in the first half of 2004 from traditional multi-line reinsurance, decreased $254 million (18.4%) from
the first half of 2003. The comparative decrease was primarily due to declines in quota-share participations (including
Lloyd’s) and the termination of a major quota-share contract in mid-2003. During 2004, management has taken actions to
reduce its future participation as a reinsurer of Lloyd’s. Net underwriting results in 2004 and 2003 continued to reflect low
amounts of property and aviation losses. In addition, underwriting results in the second quarter and first half of 2004
included a gain of approximately $150 million related to liabilities that were settled as a result of commutations of certain
reinsurance contracts.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Berkshire Hathaway Primary Group

Premiums earned by Berkshire’s various other primary insurers totaled $307 million and $584 million for the second
quarter and first half of 2004, respectively, an increase of $63 million (25.8%) and $108 million (22.7%) over the
corresponding 2003 periods. The increases in premiums earned were principally attributable to the NICO Primary group
and U.S. Liability Insurance Group. For the first six months, Berkshire’s primary insurers produced underwriting gains of
$19 million in 2004 and $30 million in 2003, primarily attributable to NICO and U.S. Liability.

Insurance - Investment Income

After-tax net investment income produced by Berkshire’s insurance and reinsurance businesses for the second quarter and
first half of 2004 and 2003 is summarized in the table below. Dollar amounts are in millions.

Second Quarter First Half

2004 2003 2004 2003
Net investment income before income taxes and minority interests................ $ 679 $ 814  $1,337  $1,665
Income taxes and MiNOrity INtEIEStS.......ccvverereririsise e 200 243 403 502
Net INVESTMENT INCOME ..o e $ 479 $571 $ 934  $1,163

Pre-tax investment income earned by Berkshire’s insurance businesses in the second quarter of 2004 declined $135
million (16.6%) and $328 million (19.7%) in the first half from the corresponding prior year amounts. The declines in
2004 periods reflect reductions of high yield corporate and longer term fixed maturity investments, and higher proportions
of low yielding cash and cash equivalents.

A summary of investments held in Berkshire’s insurance businesses follows. Dollar amounts are in millions.

June 30, December 31,  June 30,
2004 2003 2003
Cash and cash eqUIVAIENTS..........cccvveiiiiciccc s $34,174 $29,908 $23,330
Marketable eqUItY SECUIITIES ......cccevviiieceeieice e 36,658 35,017 31,559
FiXed Maturity SECUNITIES .....uviveieie e 23,417 26,087 28,832
L 13T TSP 2,097 2,656 2,755
$96,346 $93,668 $86,476
Fixed maturity investments as of June 30, 2004 were as follows. Dollar amounts are in millions.
Amortized Unrealized
cost gains Fair value
U.S. Treasury, government corporations and agenCies..........ccocevvevererveesvennan. $ 1,614 $ 8 $ 1,622
States, municipalities and political subdiviSions............ccccoevvvvriviveieicncicinns 3,971 138 4,109
FOreign gOVEIMIMENES........ccvieeieieriese ettt ne e s 5,308 12 5,320
Corporate bonds and redeemable preferred stocks, investment grade.............. 4,315 454 4,769
Corporate bonds and redeemable preferred stocks, non-investment grade...... 3,317 1,399 4,716
Mortgage backed SECUNILIES. .......civrvieie e 2,777 104 2,881
$21,302 $ 2,115 $23,417

All U.S. government obligations are rated AAA by the major rating agencies and over 90% of all state, municipal and
political subdivisions, foreign government obligations and mortgage-backed securities were rated AA or higher by the
major rating agencies. Non-investment grade securities represent securities that are rated below BBB- or Baa3. Fair value
reflects quoted market prices where available or, if not available, prices obtained from independent pricing services.

Absent an increase in short-term interest rates or new opportunities to reinvest in longer term instruments where yields
are perceived as adequate to compensate for interest rate and credit risk, the comparative amount of investment income
earned over the remainder of 2004 from assets of Berkshire’s insurance businesses will continue to decline in comparison
with 2003. While the exceptionally high level of cash and cash equivalents is expected to depress Berkshire’s investment
earnings over the short-term, Berkshire’s management believes it is currently the best alternative in preserving capital and
maintaining flexibility to make significant acquisitions in the future when opportunities arise.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Insurance - Investment Income (Continued)

Invested assets derive from shareholder capital and reinvested earnings as well as net liabilities assumed under
insurance contracts or “float.” The major components of float are unpaid losses, unearned premiums and other liabilities to
policyholders less premiums and reinsurance receivables, deferred charges assumed under retroactive reinsurance contracts
and deferred policy acquisition costs. Float totaled $43.6 billion at June 30, 2004, $45.0 billion at March 31, 2004, $44.2
billion at December 31, 2003 and $43.1 billion at June 30, 2003. The decline in float during the second quarter of 2004
was primarily due to commutations of reinsurance contracts. The terms of these commutations were believed to be
sufficiently attractive to justify the corresponding reduction in float. The cost of float, as represented by the ratio of pre-tax
underwriting gain or loss to average float, was negative in 2004 and for the full year of 2003, as Berkshire’s insurance
businesses generated pre-tax underwriting gains.

Non-Insurance Businesses

Results of operations of Berkshire’s diverse non-insurance businesses for the second quarter and first half of 2004 and
2003 are summarized in the following table. Dollar amounts are in millions.

Second Quarter First Half

2004 2003 2004 2003
PrE-taX BAIMINGS...cvvvevirererierereiesieteresesissee e et esessesesesessese e e ssese e e ssesese e sessesesesenes $ 820 $ 681 $1436  $1,217
Income taxes/MINOKItY INTEIESES ......ccvivvrieecirire e 312 259 550 456
[N L= =T T g1 $ 508 $ 422 ¢ 86 $ 761

A comparison of revenues and pre-tax earnings for the non-insurance business segments follows. Dollar amounts are in
millions.

Revenues Pre-tax Earnings

Second Quarter First Half Second Quarter First Half

2004 2003 2004 2003 2004 2003 2004 2003
Apparel.......ccooevvvvvce $ 574 $ 537 $1,091 $1008 $ 75 $ 74 $ 145 $ 139
Building products.........cccevvne... 1,127 1,004 2,075 1,834 192 139 311 238
Finance and financial products... 1,056 443 1,880 988 182 140 324 350
Flight SErvices ........ccocovvrvininn. 713 599 1,452 1,147 36 33 66 25
McLane Company.........c.cccoeueee. 5,894 1,670 11,235 1,670 58 22 114 22
Retail ....c.covvvevveiieiceceece 601 498 1,186 963 32 33 56 52
Shaw INdustries.......c.cccevveevevnneen. 1,326 1,171 2,552 2,190 135 109 238 178
Other businesses........c..cccveevvnene. 819 773 1,528 1,457 110 131 182 213

$12,110  $6,695 $22,999 $11257 $ 820 $ 681  $1436  $1,217

Apparel businesses generated sales of $574 million for the second quarter and $1,091 million for the first six months of
2004, increases of $37 million (6.9%) and $83 million (8.2%) over the second quarter and first half of 2003, respectively.
The sales increases in 2004 derived from increases at Fruit of the Loom of $54 million for the second quarter and $99
million for the first half. Fruit of the Loom’s unit volume increased 19.7% in the first half of 2004, reflecting new product
placement and strong sales by retailers in the U.S. Aggregate sales from Berkshire’s other clothing and footwear businesses
declined by approximately $16 million for the second quarter and first half. Pre-tax earnings from apparel for the second
quarter of 2004 were relatively unchanged from 2003 and for the first half of 2004 increased $6 million (4.3%) over 2003.
The aforementioned sales increase at Fruit of the Loom was partially offset by lower prices and increased costs for cotton,
which contributed to a reduction in gross margins.

Revenues for the second quarter and first six months of 2004 of Berkshire’s building products group increased 12.3%
and 13.1%, respectively, over revenues for the comparable 2003 periods. The comparative year-to-date increase reflected
increased sales of building insulation and roofing (9%), brick and masonry products (6%), and paint products (11%), as
well as a 44% increase in sales of connector plates and truss components. Favorable residential housing construction
continued in the second quarter of 2004. Pre-tax earnings in the second quarter and first half of 2004 exceeded 2003
periods by $53 million and $73 million, respectively, which reflects the aforementioned sales increases and a two
percentage point increase in pre-tax margins, attributable, in part, to relatively lower selling, general and administrative
expenses. Pre-tax earnings for the second quarter and first half of 2003 included a loss of $21 million with respect to a fire
at a pipe insulation plant in Ohio. During 2004, certain production costs (such as steel and energy) have risen significantly.
If such increases persist, profit margins may decline in future periods to the extent that such costs cannot be passed on to
customers.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Non-Insurance Businesses (Continued)

Revenues for the second quarter and first half of 2004 of Berkshire’s finance and financial products businesses include
Clayton Homes, acquired by Berkshire in August 2003 as well as Value Capital, which is consolidated in Berkshire’s
financial statements effective January 1, 2004 upon the adoption of revised FIN No. 46. See Note 2 for information
regarding the Clayton acquisition and Notes 1 and 11 for additional information regarding Berkshire’s reporting of its
investment in Value Capital. The consolidation of Value Capital in 2004 had no effect on net earnings of the finance group
because prior to 2004, Berkshire’s proportionate share of Value Capital’s earnings was included in earnings pursuant to the
equity method. Clayton and Value Capital generated total revenues of about $681 million for the second quarter and $1,145
million for the first six months of 2004.

Excluding Clayton and Value Capital, finance revenues in the second quarter of 2004 declined $63 million compared to
the second quarter of 2003. For the first six months of 2004, other finance revenues declined $217 million compared to
2003. The comparative declines in 2004 revenues were primarily due to lower interest income, resulting from lower
amounts of invested assets and higher proportions of low-yielding short-term investments to total assets associated with the
leveraged investing activities and the life/annuity insurance business. In addition, the financed loan to FINOVA through
Berkadia was repaid in full during the first quarter of 2004.

Pre-tax earnings from finance and financial products businesses, excluding investment gains/losses, for the second
quarter of 2004 were $182 million, an increase of $42 million over the second quarter of 2003. For the first half of 2004,
pre-tax earnings were $324 million, a decrease of $26 million compared to the first half of 2003. Pre-tax earnings from
leveraged investing activities declined approximately $30 million in the second quarter and $83 million for the first half as
a result of comparatively lower amounts of invested assets. In addition, pre-tax earnings for the second quarter and first
half of 2004 of the life/annuity insurance business declined approximately $40 million and $90 million, respectively, as a
result of higher allocations of investments in cash and cash equivalents and a significant reduction in the early redemption
of fixed-income securities purchased at a discount. Liabilities associated with this business are generally long-term and
therefore carry higher interest rates. Offsetting the aforementioned declines was the impact of the Clayton acquisition as
well as improved results by Berkshire’s leasing businesses (XTRA and CORT) and lower losses from the run-off of
General Re’s finance business.

Revenues from flight services in 2004 exceeded revenues in the corresponding 2003 periods by $114 million (19.0%)
for the second quarter and $305 million (26.6%) for the first six months. Training revenues for the second quarter and first
half of 2004 exceeded amounts from the corresponding 2003 periods by 12.4% and 9.4%, respectively, due to an 11%
increase in year to date simulator usage, primarily from corporate aviation and regional airline customers. Revenues from
aircraft sales and flight operations in 2004 increased $97 million (21.0%) for the second quarter and $279 million (32.0%)
for the first six months.

Pre-tax earnings of the flight services segment for the first half of 2004 totaled $66 million compared to pre-tax
earnings of $25 million for the first half of 2003. For the first half of 2004, pre-tax earnings from training activities as well
as aircraft sales and flight operations increased over the first half of 2003. Pre-tax earnings from training increased $23
million for the first half of 2004 over 2003 due to the aforementioned revenue increases and from relatively small increases
in certain fixed operating costs, including salaries and depreciation. The pre-tax results of the aircraft sales and flight
operations business improved by about $18 million during the first half of 2004. The improvement was primarily due to an
increase in aircraft sales and an increase in the volume and efficiency of flight operations.

On May 23, 2003, Berkshire acquired McLane Company, Inc., a distributor of grocery and food products to retailers,
convenience stores and restaurants, from Wal-Mart Stores, Inc. See Note 2 for additional information regarding the
McLane acquisition. Results of McLane’s business operations are included in Berkshire’s consolidated results beginning
on that date. McLane’s revenues in 2004 totaled $5,894 million for the second quarter and $11,235 million for the first
half. Pre-tax earnings totaled $58 million for the second quarter and $114 million for the first six months of 2004. On a
proforma basis, McLane’s sales and pre-tax earnings for the first six months of 2003 totaled approximately $10,121 million
and $85 million, respectively. The comparative year-to-date increases in sales (and pre-tax earnings) reflect the addition of
new customers since Berkshire’s acquisition and growth in the food service business. In 2003, approximately 35% of
McLane’s annual revenues derived from sales to Wal-Mart Stores, Inc. McLane’s business is marked by high sales volume
and very thin profit margins.
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Non-Insurance Businesses (Continued)

Revenues from Berkshire’s various home furnishing and jewelry retailers for the second quarter of 2004 increased $103
million (20.7%) over the second quarter of 2003. For the first half, retail revenues in 2004 increased $223 million (23.2%)
over 2003. Same-store sales increased 3.4% in the second quarter and 3.9% for the first half, reflecting an overall
improved retail environment. Pre-tax earnings of the retailing group for the second quarter of 2004 totaled $32 million,
relatively unchanged from 2003. For the first six months of 2004, pre-tax earnings increased $4 million (7.7%) over 2003.
Pre-tax earnings benefited from higher sales volume, but was partially offset by increased depreciation and salary and
benefit expenses.

Revenues of Shaw for the second quarter and first six months of 2004 increased $155 million (13.2%) and $362 million
(16.5%) over the corresponding 2003 periods, reflecting a 16% increase in year-to-date square yards of carpet sold and
unchanged average selling prices. Sales for 2004 include those of Georgia Tufters and the Dixie Group, which were
acquired in 2003, and which generated sales of $60 million for the second quarter and $130 million for the first half of
2004. Sales volume increases in 2004 benefited from continued solid residential housing markets and improvement in
demand for Shaw’s commercial carpet products. In addition, management believes that some customers have accelerated
purchases to delay the effects of anticipated price increases. Pre-tax earnings for the second quarter of 2004 increased $26
million (23.9%) over the second quarter of 2003. For the first six months of 2004, pre-tax earnings increased $60 million
(33.7%) over 2003. Manufacturing costs per square yard in 2004 increased approximately 2.5% for the second quarter and
1.4% for the first six months reflecting higher raw material and energy related costs. The comparative increases in pre-tax
earnings were attributed primarily to the aforementioned sales increases, acquisitions and lower selling expenses.

Equity in Earnings of MidAmerican Energy Holdings Company

Earnings from MidAmerican represent Berkshire’s share of MidAmerican’s net earnings, as determined under the
equity method. In 2004, earnings from MidAmerican totaled $71 million for the second quarter and $209 million for the
first half. See Note 3 for additional information regarding Berkshire’s investments in MidAmerican.

Investment Gains (Losses)

Investment gains and losses arise when (1) investments are sold and (2) foreign currency forward contracts are marked-to-
market with a corresponding gain or loss included earnings. Investment gains and losses also arise in connection with
investments by Berkshire in life settlement contracts. Investment losses can also arise when available-for-sale or held-to-
maturity securities are deemed to be other-than-temporarily impaired (“OTI”). A summary of investment gains and losses
follows. Dollar amounts are in millions.

Second Quarter First Half
2004 2003 2004 2003

Investment gains (losses) from -
Sales of investments -

INSUrANCe and OthET ..o $ 217 $1,136 $ 532  $1,875
Finance and financial products ..........c.cccevieiececiecie i 22 324 43 336

L@l - Tol 0 ) TS 9) (216) (12) (236)
Foreign currency forward CONIactS .........cccovveiveieiiieie s (445) 88 (205) 192
Life Settlement CONIaCES ........covvviieiiieiiciccce e (27) — (132) —
(131 RSP SSRR (22) 67 146 43
Investment gains (losses) before income taxes and minority interests ............ (264) 1,399 372 2,210
Income taxes and MIiNOrity INtErEStS ......ccccvveeveieeiieie e (92) 494 129 779

Net investment gains (I0SSES).......coviiiirieiiriiieeeesiee st $(172) $ 905 $ 243  $1.431

Prior to January 1, 2004, Berkshire accounted for investments in life settlement contracts on the cost basis. Therefore, the
cost of the investment included the initial purchase price plus periodic maintenance costs. Beginning in 2004, as a result of
obtaining information which suggested that the SEC believed that a different accounting method should be used, these
investments are being accounted for under FASB Technical Bulletin (“FTB”) 85-4 “Accounting for Purchases of Life
Insurance.” Under FTB 85-4, the carrying value of each contract at purchase and at the end of each reporting period is equal to
the cash surrender value of the contract. Cash paid to purchase these contracts that is in excess of the cash surrender value at
the date of purchase is recognized as a loss immediately and periodic maintenance costs, such as premiums necessary to keep
the underlying policy in force, are charged to earnings immediately. The loss for the first half includes $73 million related to
life settlement contracts held at December 31, 2003. Despite the accounting loss recorded for these contracts, which will
continue as Berkshire continues to purchase contracts, management views these contracts to have a current value no less than
the cost paid for the policies plus any subsequent maintenance costs and believes these contracts will produce satisfactory
earnings.
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Investment Gains (Losses) (Continued)

Gains and losses from foreign currency contracts arise as the value of the U.S. dollar changes against certain foreign
currencies. Small changes in certain foreign currency exchange rates can produce material changes in the fair value of these
contracts given the large notional value of Berkshire’s open contracts and consequently, may produce exceptional volatility
in reported earnings in a given period.

Financial Condition

Berkshire’s balance sheet continues to reflect significant liquidity and a strong capital base. Consolidated shareholders’
equity at June 30, 2004 totaled $80.4 billion. Consolidated cash and invested assets, excluding assets of finance and
financial products businesses, totaled approximately $98.2 billion at June 30, 2004 (including cash and cash equivalents of
$35.5 billion) and $95.6 billion at December 31, 2003 (including $31.3 billion in cash and cash equivalents).

Berkshire’s consolidated notes payable and other borrowings, excluding borrowings of finance businesses, totaled
$3.8 billion at June 30, 2004 and $4.2 billion at December 31, 2003. During the first six months of 2004, commercial
paper and short-term borrowings of subsidiaries declined $279 million, primarily from repayments arising from operating
cash flow of NetJets and Shaw.

Assets of the finance and financial products businesses totaled $49.0 billion at June 30, 2004 and $28.3 bhillion at
December 31, 2003. Liabilities totaled $42.2 billion at June 30, 2004 and $22.0 billion at December 31, 2003. Finance
assets and liabilities reflect the consolidation of VValue Capital beginning on January 1, 2004. As of June 30, 2004, Value
Capital’s assets and liabilities totaled $24.1 billion and $23.4 billion, respectively. Assets owned by Value Capital as of
June 30, 2004 primarily included investments in fixed maturity securities-trading ($6.9 billion) and securities purchased
under agreements to resell ($15.9 billion), while liabilities primarily included securities sold but not yet purchased ($13.9
billion) and securities sold under agreements to repurchase ($8.7 billion). As of December 31, 2003, the net investment in
Value Capital ($634 million) was included in other assets of the finance and financial products businesses.

While the consolidation of Value Capital produced significant increases in consolidated assets and liabilities in 2004,
Berkshire has not guaranteed any liabilities of the partnership. Berkshire’s obligation to provide financial support to the
partnership is limited to its net investment ($638 million as of June 30, 2004).

Cash and cash equivalents of finance and financial products businesses totaled $4.7 billion as of June 30, 2004 and
December 31, 2003. Increases from the consolidation of Value Capital, commercial loan collections and cash held as
collateral with respect to foreign exchange forward contracts, were essentially offset by cash used by GRS to reduce debt
and return funds held as collateral against its declining derivatives exposure.

During the first six months of 2004, manufactured housing loans of Clayton increased approximately $830 million to
about $3.5 billion as of June 30. Clayton is a leading builder of manufactured housing, provides financing to customers,
and acquires other installment loan portfolios. Prior to its acquisition by Berkshire in August 2003, Clayton securitized and
sold a significant portion of its installment loans through special purpose entities. In early 2003, Clayton discontinued loan
securitizations and sales. Loan portfolios are expected to continue to grow over time.

Notes payable and other borrowings of Berkshire’s finance and financial products businesses totaled $4.4 billion at June
30, 2004 and $4.9 billion at December 31, 2003. During the first quarter of 2004, Berkshire Hathaway Finance
Corporation issued a total of $500 million par amount of medium term notes due in 2008 and 2013. The proceeds of these
issues were used to finance new and existing loans of Clayton. In July, an additional $650 million of notes due in 2007 and
2014 were issued. These medium term notes are guaranteed by Berkshire. Additional borrowings are expected in the
future as retained loan portfolios continue to increase. In February 2004, the remaining balance of Berkadia’s bank
borrowing ($525 million) was repaid upon the collection of the final $525 million loan to FINOVA and in the second
quarter GRS repaid debt of approximately $550 million.

Berkshire believes that it currently maintains sufficient liquidity to cover its existing contractual obligations and provide
for contingent liquidity.

Contractual Obligations

Berkshire and its subsidiaries have contractual obligations associated with ongoing business and financing activities, which
will result in cash payments in future periods. Certain of those obligations, such as notes payable and other borrowings and
related interest payments, are reflected in the Consolidated Financial Statements. In addition, Berkshire and subsidiaries have
entered into long-term contracts to acquire goods or services in the future, which are not currently reflected in the financial
statements and will be reflected in future periods as the goods are delivered or services provided. As previously discussed in
the Financial Condition section of Management’s Discussion and Analysis, Berkshire Hathaway Finance Corporation issued
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Contractual Obligations (Continued)

$500 million of medium term notes in March 2004. An additional $650 million of notes were issued in July 2004. Interest
payable with respect to such notes will total approximately $46 million per annum. The principal on the notes is payable as
follows: 2007 - $400 million; 2008 - $300 million; 2013 - $200 million; and 2014 - $250 million.

Otherwise, as of June 30, 2004, there have been no material changes in Berkshire’s consolidated contractual obligations
from those reported in Berkshire’s Form 10-K for the year ended December 31, 2003.

Critical Accounting Policies

In applying certain accounting policies, Berkshire’s management is required to make estimates and judgments regarding
transactions that have occurred and ultimately will be settled several years in the future. Amounts recognized in the
financial statements from such estimates are necessarily based on assumptions about numerous factors involving varying,
and possibly significant, degrees of judgment and uncertainty. Accordingly, the amounts currently recorded in the
financial statements may prove, with the benefit of hindsight, to be inaccurate. The balance sheet items most significantly
affected by these estimates are property and casualty insurance and reinsurance related liabilities, deferred charges on
retroactive reinsurance, and goodwill of businesses acquired.

Reference is made to “Critical Accounting Policies” in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” contained in Berkshire’s Annual Report for the year ending December 31, 2003, for additional
information on Berkshire’s critical accounting estimates.

Berkshire’s Consolidated Balance Sheet includes estimated liabilities for unpaid losses from property and casualty
insurance and reinsurance contracts of $44.1 billion and reinsurance receivables of $2.5 billion at June 30, 2004. Due to
the inherent uncertainties in the process of establishing these amounts, the actual ultimate claim amounts will differ from
the currently recorded amounts. A small percentage change in estimates of this magnitude will result in a material effect on
reported earnings. For instance, a 5% increase in the June 30, 2004 net estimate would produce a $2.1 billion charge to
pre-tax earnings. Future effects from changes in these estimates will be recorded as a component of losses incurred in the
period of the change.

Unamortized deferred charges on retroactive reinsurance policies assumed totaled $2.8 billion at June 30, 2004.
Significant changes in either the timing or ultimate amount of loss payments may have a significant effect on unamortized
deferred charges and the amount of periodic amortization.

Berkshire’s Consolidated Balance Sheet as of June 30, 2004 includes goodwill of acquired businesses of approximately
$23.0 billion. These amounts were recorded as a result of Berkshire’s numerous business acquisitions accounted for under
the purchase method. Prior to 2002, goodwill from each acquisition was generally amortized as a charge to earnings over
periods not exceeding 40 years. Under SFAS No. 142, which was adopted by Berkshire as of January 1, 2002, periodic
amortization ceased, in favor of an impairment-only accounting model.

Accounting Pronouncements to be Adopted

In December 2003, the American Institute of Certified Public Accountants issued Statement of Position 03-3
(“Accounting for Certain Loans or Debt Securities Acquired in a Transfer”) (“SOP 03-3"), which specifies the accounting
and disclosure requirements for loans or debt securities purchased in a transfer where it is probable that the investor will be
unable to collect all contractually required amounts due as a result of deteriorated credit quality of the issuer. SOP 03-3
also addresses post-acquisition income recognition with respect to such loans and debt securities. SOP 03-3 is effective for
loans or debt securities acquired in years beginning after December 15, 2004. For loans acquired in years beginning before
December 15, 2004, the provisions of SOP 03-3 related to changes in expected cash flows are to be applied prospectively.

In March 2004 the Emerging Issues Task Force (“EITF”) ratified additional provisions of Issue No. 03-01, The
Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments. The provisions of EITF 03-01
ratified in March 2004: (a) define impairments of debt and equity securities accounted for under SFAS 115, (b) provide
criteria to be used by management in judging whether or not impairments are other-than-temporary, and (c) provide
guidance on determining the amount of an impairment loss. These additional provisions are to be applied prospectively
beginning July 1, 2004.

In May 2004 the Financial Accounting Standards Board (“FASB”) issued FASB Staff Position FSP FAS 106-2,
Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement, and Modernization
Act of 2003 (the “Act”). This pronouncement provides guidance on accounting for and reporting of the effect of subsidies
provided by the Act and is effective for periods beginning after June 15, 2004.

Berkshire does not expect any of these pronouncements will have a material effect on consolidated financial position or
results of operations.
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Investors are cautioned that certain statements contained in this document as well as some statements in periodic press
releases and some oral statements of Berkshire officials during presentations about Berkshire, are “forward-looking”
statements within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Act”). Forward-looking
statements include statements which are predictive in nature, which depend upon or refer to future events or conditions, which
include words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates,” or similar expressions. In addition,
any statements concerning future financial performance (including future revenues, earnings or growth rates), ongoing
business strategies or prospects, and possible future Berkshire actions, which may be provided by management are also
forward-looking statements as defined by the Act. Forward-looking statements are based on current expectations and
projections about future events and are subject to risks, uncertainties, and assumptions about Berkshire, economic and market
factors and the industries in which Berkshire does business, among other things. These statements are not guaranties of future
performance and Berkshire has no specific intention to update these statements.

Actual events and results may differ materially from those expressed or forecasted in forward-looking statements due to a
number of factors. The principal important risk factors that could cause Berkshire’s actual performance and future events and
actions to differ materially from such forward-looking statements, include, but are not limited to, changes in market prices of
Berkshire’s significant equity investees, the occurrence of one or more catastrophic events, such as an earthquake or hurricane
that causes losses insured by Berkshire’s insurance subsidiaries, changes in insurance laws or regulations, changes in Federal
income tax laws, and changes in general economic and market factors that affect the prices of securities or the industries in
which Berkshire and its affiliates do business, especially those affecting the property and casualty insurance industry.
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