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SUJET / SUBJECT :

Berkshire Hathaway Inc. is an American multinational conglomerate holding company
headquartered in Omaha, Nebraska, United States. The company wholly owns GEICO,
Duracell, Dairy Queen, BNSF, Lubrizol, Fruit of the Loom, Helzberg Diamonds, Long & Foster,
FlightSafety International, Pampered Chef, and NetJets, and also owns 38.6% of Pilot Flying
J: 26.7% of the Kraft Heinz Company, and significant minority holdings in American Express
(17.6%), Wells Fargo (9.9%), The Coca-Cola Company (9.4%), Bank of America (6.8%), and
Apple (5.22%). Since 2016, the company has acquired large holdings in the major US airline
carriers, and is currently the largest shareholder in United Airlines and Delta Air Lines, and a
top three shareholder in Southwest Airlines and American Airlines. Berkshire Hathaway has
averaged an annual growth in book value of 19.0% to its shareholders since 1965 (compared
to 9.7% from the S&P 500 with dividends included for the same period), while employing large
amounts of capital, and minimal debt.

The company is known for its control and leadership by Warren Buffett, who serves as
chairman and chief executive, and Charlie Munger, the company's vice-chairman. In the early
part of his career at Berkshire, Buffett focused on long-term investments in publicly traded
companies, but more recently he has more frequently bought whole companies. Berkshire now
owns a diverse range of businesses including confectionery, retail, railroads, home furnishings,
encyclopedias, manufacturers of vacuum cleaners, jewelry sales, newspaper publishing,
manufacture and distribution of uniforms, and several regional electric, gas utilities additive
refineries.

According to the Forbes Global 2000 list and formula, Berkshire Hathaway is the third largest
public company in the world, the tenth largest conglomerate by revenue and the largest
financial services company by revenue in the world.

As of February 2019, Berkshire is the fifth-largest company in the S&P 500 Index by market
capitalization and is famous for having the most expensive share price in history with Class A
shares costing around $300,000 each. This is because there has never been a stock split in
its Class A shares and Buffett stated in a 1984 letter to shareholders that he does not intend
to split the stock

For further information please log on Berkshire Hathaway Annual Report 2017-2018
on
hito://www.berkshirehathaway.com/2018ar/2018ar.pdf

You have just been hired by Warren Buffet Chairman of Berkshire Hathaway. You are
required to present a Financial Communication Analysis of Berkshire Hathaway to
Patrick J.Goodman CFO of Berkshire Hathaway in 4 hours. Please analyse carefully
the following data provided to you, hereafter.

Advice: Owing to the fact that you only have 4 hours, it is strongly recommended to focus on the major
aspects and matrices presented during the course.




BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED BALANCE SHEETS
(dollars in millions)

December 31,
2018 2017
ASSETS

Insurance and Other:
=~ Wb and cash equivalents® ................ouiiiniini e $ 27,749 § 28,673
Shért-term investments in U.S. TreasiyBillS b S maliimi i s e et o 81,506 84,371
Investments in fixed Lt o L R S 19,898 21,353
Investments in equity securities ........................... 172,757 170,540
EAUIty IEthOd INVESHNENIS uris w3 St 04 B atins vn s s st i s £ s et s 17,325 21,024
~<Eoans and finance receivables . ... 16,280 13,748
s e O O 3 U G S SN 31,564 29,392
s PTONION. Ch oo 10 1 s v i et s ssteistie e st s e f e 19,069 17,366
~ Property, plant and equipment . . ............... ... 20,628 19,868
BAIBIICnteld fOrlease . o.. siupmumyns simsbiiiont et SORBE B S5m0 14,298 10,167
Glo:oshp Tl AR R Ao I S e IR i N D 56,323 56,478
T e T . 1 S 31,499 32,518
Deferred charges under retroactive reinsurance contracts ........................ ... .. 14,104 15,278
g e e R e D G e 9,307 9,391

532,307 530,167

Railioafl, Utilities and Energy:

3h and cash equivalents® ..............ocoiiii 2,612 2,910
BRI Vablos . o it S e A e e e e 3,666 3,531
Property, plant and equipment . . . ..............ooiiiii 131,780 128,184
e i 24,702 24,780
JRSSUIALORYIARSCIS . o oanolsls sl S0 s st mte s mtbvosesi s el et i 3,067 2,950
Ol S R e SR RN SR 9,660 9,573

175,487 171,928
$§ 707,794 § 702,095

1

l

‘ * Cash and cash equivalents includes U.S. Ti reasury Bills with maturities of three months or less when purchased of $3.9 billion at
December 31, 2018 and $5.7 billion at December 31, 2017.

See accompanying Notes to Consolidated Financial Statements
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BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED BALANCE SHEETS
(dollars in millions)

December 31,
2018 2017
LIABILITIES AND SHAREHOLDERS’ EQUITY
Insurance and Other:
{Unpaid losses and loss adjustMEnt EXPEMSES . . . ..« v v v vv e an et $ 68458 $ 61,122
‘Unpaid losses and loss adjustment expenses under retroactive reinsurance contracts ............ 41,834 42,937
AUREAMEd PIEMIUMS .+« .« v+ e ceeeeem e eaes e e bee e e as s st s s s s e 18,093 16,040
Teife; annuity and health insurance benefits . ... ...cvvvi i iiirreen e ieaaes 18,632 17,608
Other policyholder Habilitles . . . ... .vovvvue i 7,675 7,654
?@gmnts payable, accruals and other Habilities . ........ ..o 25,776 24,569
PTIVALTVE CORTACE HADIHES o v oia's »ois sioinmoim oie §1576 §87 Fra s arwratags it 3700 oo siumiass aieid miwiats 2,452 2,172
Aircraft repurchase liabilities and unearned 1ease TEVENUES . .. v v vev e rrnerennevanoannsenes 4,593 —
Notes payable and other BOMTOWINGS . . . ..o ovvrnern it 34,975 40,409

222,488 212,511

Railroad, Utilities and Energy:

{&886unts payable, accruals and other liabilities . ... 11,410 11,334
REFUIAOTYIHADIIEICS, v .o vivimio s s vinie e B S 777 4 VR SISTaiore S st o basinlee 7,506 7.511
Notes payable and other BOITOWINES . . ..o vvvneetenn it 62,515 62,178
81,431 81,023
WHEEme taxes, principally deferred . . ... ... ooruuteeaniei e 51,375 56,607
Total HABIlItEs .« s s co sesimsmsaetes ot siom e siessisie e swnie b Sees 28 355,294 350,141
Shareholders’ equity:
COMIMON SEOCK « .+« « v v v e e veeeeeeaiseeee oo asneasssasensonsasasssasasssenssnreencss 8 8
Capital in eXcess OF PAr VAIUE . ... .oevuunnrmrrinieeiine i 35,707 35,694
Accumulated other comprehensive iNCOME ... ....voveurineirae e (5,015) 58,571
Retained CALBINGS: wsivs sron ssnenntiermncs som sesimmmemivns znys wne ybe SHOE g S 321,112 255,786
Treasury:stock, BLCOS x s wiociomsmia s waieimsien e wiste winie yie mecviasmn 445 138 R GmREL L (3,109) (1,763)
Berkshire Hathaway shareholders” equify .. ... .....oooveiieiinnrmnreieeees 348,703 348,296
Noncontrolling INEETESES . . oo vver s euneremnitira sttt 3,797 3,658
Total shareholders’ eqUItY .. .......ovoeneeeeninrmrenenai e eenes 352,500 351,954

§ 707,794 $ 702,095

See accompanying Notes to Consolidated Financial Statements
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BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED STATEMENTS OF EARNINGS
(dollars in millions except per share amounts)

Year Ended December 31,
2018 2017 2016
Revenues:
Insurance and Other:
Insurance premiums earned ... $ 57418 § 60,597 § 45,881
Sales and service revenues 133,336 130,343 123,053
EeasETeVEnUesE e son suni il 0 8 5 s At i s e st 5,732 2,452 2,553
Interest, dividend and other investment income 7,678 6,536 6,180
204,164 199,928 177,667
Railroad, Utilities and Energy:
Freight rail transportation revenues ....................................... 23,703 21,080 19,683
Energy operating revenues .......... o S e 15,555 15,155 14,621
Service revenues and other income 4,415 3,770 3,143
43,673 40,005 37,447
Total revenges it aifm o | asle e e 45 B2 e b et 2 247,837 239,933 215,114
Investment and derivative contract gains (losses):
Investment gains (108S5) ... - vicea s vaivavansvis i csas s st s s e s s (22,155) 1,410 7:953
Derivative contract gains (108SeS) . . . ...\ (300) 718 751
(22,455) 2,128 8,304
Costs and expenses:
Insurance and Other:
Insurance losses and loss adjustment CXPCISES: it il s 54k 55505 mrmria e ssace apns et 39,906 48,891 30,906
Life, annuity and health insurance benefits 5,699 5,618 5,131
Insurance underwriting expenses e ROy 9,793 9,321 7,713
Cost of sales and services ............. 106,083 104,343 97,867
Cost:of 1€8SING: . vivovaieinsivives e v 4,061 1,455 1,335
Selling, general and administrative expenses . Serl »18,238 19,189 17,973
litliy S5O0 RERSCEEN DL LSS I — 1,035 1,132 1,099
184,815 189,949 162,024
Railroad, Utilities and Energy:
Freight rail transportation expenses ......................oooooooonn. .. » 16,045 14,031 13,134
Utilities and energy cost of sales and other expenses 11,641 10,772 10,471
Other expenses ~3,895 3,231 2,589
Interest expense 2,818 3,254 2,642
34,399 31,288 28,836
Total cOSS AN EXPENES. «iu.vria i asi s s 59 s 5755 460 A lbimrosn semr s s oot oot 219,214 221,237 190,860
Earnings before income taxes and equity method earnings (losses) .................. 6,168 20,824 32,558
Equity method earnings (10SS€S) . .. ... ..oovuuree e (2,167) 3,014 1,109
4,001 23,838 33,667
(321) (21,515) 9,240
4322 45,353 24,427
301 413 353
$ 4,021 § 44940 § 24,074
Net earnings per average equivalent Class A share ......................... ... .. $ 2,446 $ 27326 $ 14,645
Net earnings per average equivalent Class Bshare® ....................... .. ... .. $ 1.63%" % 18:22% . 9.76
Average equivalent Class A shares outstanding 1,643,795 1,644,615 1,643,826

Average equivalent Class B shares outstanding 2,465,692,368 2,466,923,163 2,465,739,654

* Class B shares are economically equivalent to one-fifieen-hundredth of a Class A share. Accordingly, net earnings per average
equivalent Class B share outstanding is equal to one-fifieen-hundredth of the equivalent Class A amount. See Note 21.

See accompanying Notes to Consolidated Financial Statements
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BERKSHIRE HATHAWAY INC.
and Subsidiaries

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(dollars in millions)

Year Ended December 31,

2018 2017 2016
Web @ALAINES. + oo cimis i e ssiatomarosmiansla i Samisinysine s s gensloE o S $ 4322 $ 45,353 S 24,427
Other comprehensive income:
Net change in unrealized appreciation of investments ....................oe (185) 30,450 13,858
Applicable iNCOME tAXES . .+t v vvvvvvenir ettt 31 (10,566) (4,846)
Reclassification of investment appreciation in net €arnings .................. (253) (1,399) (6,820)
Applicable iNCOME tAXES . . ... vvnvvrerntner e 53 490 2,387
Foreign currency translation . .............ooooeiiiiiiiiiiiiie (1,531) 2,364 (1,541)
Applicable INCOME tAXES ..« . v vvvevaenir et 62 (95) 66
Prior service cost and actuarial gains/losses of defined benefit pension plans .. .. (571) 225 354
Applicable iNCOME TAXES -+ .. v vveevnaen et st 143 (45) (187)
OIhersmet .. -u7 ssalirans st s aabaleliiatiriinds S0t miaiicisssie wivr sine sehe v wa s (12) 9) (17)
Other comprehensive INCOME, NEE . . .+« vvvvenenen et (2,263) 21,415 3,254
Comprehensive INCOME . . . . ..t vrner et et 2,059 66,768 27,681
Comprehensive income attributable to noncontrolling interests .................... 249 555 291
Comprehensive income attributable to Berkshire Hathaway shareholders. oiwi vos v s $ 1,810 $ 66,213 $ 27,390
BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(dollars in millions)
Berkshire Hathaway shareholders’ equity
Common stock Accumulated
and capital in other Non-
excess of par comprehensive Retained Treasury controlling
value income earnings stock interests Total
Balance December 31,2015 . .c..vvcnevianaes $ 35628 S 33,982 $ 186,772 §(1,763) § 3,077 $ 257,696
Net €arnings . ....oovvvenveevneeiiineanoes —_ = 24,074 = 353 24,427
Other comprehensive income, net ............ — 3,316 — — (62) 3,254
Issuance of common stock .. ... 119 - — — — 119
Transactions with noncontrolling interests .. ... (58) - —_— -~ (10) (68)
Balance December 31,2016 .................. 35,689 37,298 210,846 (1,763) 3,358 285,428
Net earnings .. ....coovvvrovecesaeeianssens — — 44,940 — 413 45,353
Other comprehensive income, net ............ — 21,273 — — 142 21,415
Issuance of common stock . ......coiiiinnnns 76 — — — 76
Transactions with noncontrolling interests ... .. (63) — — — (255) (318)
Balance December 31,2017 ..........coovont. 35,702 58,571 255,786 (1,763) 3,658 351,954
Adoption of new accounting pronouncements . . — (61,375) 61,305 — — (70)
Net €arnings ... .vvovvenvnneveronearaeens - — 4,021 — 301 4,322
Other comprehensive income, net ............ — (2,211) — — (52) (2,263)
Issuance (acquisition) of common stock ....... 59 — — (1,346) — (1,287)
Transactions with noncontrolling interests ..... (46) — — — (110) (156)
Balance December 31,2018 .................n $ 35715 $ (5015 §$ 321,112 $(3,109) $ 3,797 $ 352,500

See accompanying Notes to Consolidated Fi inancial Statements
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BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in millions)

Year Ended December 31,
2018 2017 2016
Cash flows from operating activities:
(NCEETR T b e AR At et MU SUCMIN (Peor S I SR O LT (S s $ 4322 § 45353 $24427
Adjustments to reconcile net earnings to operating cash flows:
Inyvestment SainsOSSES s s v siuwmns vy is ik SEE ST a5 st ~omaransiee 22,155 (1,410)  (7,553)
Depreciation and amortization ... ................0iiiii 9,779 9,188 8,901
OENET, roriss v B S0 R ST st syt apsih sbmsossitsenes bt sebe s 2,957 458 (161)
Changes in operating assets and liabilities:
Losses and 1oss adjustment eXpenses ... ..............o.oreoronrnnnnnins 3,449 25,027 4,372
Deferred charges reinsurance assumed . . ..............oouurieeninnnonn.. 1,174 (7,231) (360)
nearned PSS I S8y, yrrosm i e seton X st Ve s s 2 o 1,794 1,761 968
Receivables'and originated 1605+ Sonivmmnne i cumrmnmemne v, 50 1 (3,443) (1,990)  (3,302)
L T T (1,832) (1,665) (373)
OthErHAbIIHES i e vt s 55 E90E 73 » s mhense oo e e e E v 2,002 1,194 1,684
TNCOMEIAKES s it S0 I0000 wonbe sommsmhctiioe xente otorinsoceontsimrescoracs am ers (4,957) (24,957) 4,044
Net cash flows from operating activities .....................o.ooiieieee . 37,400 45,728 32,647
Cash flows from investing activities:
Purchases of U.S. Treasury Bills and fixed maturity securities .................... (141,844)  (158,492) (96,568)
Purchases OF cqUItYRECTIHER . sl finmaich Hastoiins s P03 a4 (43,210)  (20,326) (16,508)
Sales of U.S. Treasury Bills and fixed maturity securities ........................ 39,693 49,327 18,757
Redemptions and maturities of U.S. Treasury Bills and fixed maturity securities . ... .. 113,045 86,727 26,177
Sales and redemptions of equity Securities . ..................ooouirininnoi . 18,783 19,512 28,464
Purchases of loans and finance receivables . ... ...................... .. .. ..., (1,771) (1,435) (307)
Collections of loans and finance receivables . ......................c.oovoo. ... 342 1,702 490
Acquisitions of businesses, net of cash acquired ................ ... .. .. ..., (3.279) (2,708)  (31.399)
Purchases of property, plant and equipment and equipment held for lease ........... (14,537)  (11,708) (12,954)
(51437 c SUEEMU M RN o I I NN & SN S S v (71) (3,608) (377)
Net cash flows from investing aCHVIEES ... ... ..ouuinvnrireenineitrneereeensnnnns (32,849)  (41,009) (84,225)
Cash flows from financing activities:
Proceeds from borrowings of insurance and other businesses ..................... 2,409 2,645 14,172
Proceeds from borrowings of railroad, utilities and energy businesses .............. 7,019 3,013 3,077
Repayments of borrowings of insurance and other businesses ..................... (7,395) (5,465)  (2,577)
Repayments of borrowings of railroad, utilities and energy businesses .............. (4,213) (3,549) (2,123)
Changes in short term bOTTOWIDES, DEt . oo vvivivn vi cess wvreisieon Sats sas wins 4 alai s (1,943) 2,079 130
AcquisttioniaPAEaSIEY SIGER:: s sefum prisnfubrn st sbrt s s0re b T et m e (1,346) —-- —
1T L R e (343) (121) 112
Net cash flows from financing activities ..................uirreme s, (5,812) (1,398) 12,791
Effects of foreign currency exchange rate changes ....................ovuniureo... (140) 248 (172)
Increase (decrease) in cash and cash equivalents and restricted cash ..................... (1,401) 3,569  (38,959)
Cash and cash equivalents and restricted cash at beginning of year ...................... 32,212 28,643 67,602
Cash and cash equivalents and restricted cash atend of year * ...................... $ 30,811 § 32212 § 28,643
* Cash and cash equivalents and restricted cash at end of year are comprised of the
Jfollowing:
Insurance and Oer: . b v siliiin Sedorm i St oims i aarans $ 27,749 8 28,673 324,109
Railroad, Utilifies’and BRergy: i :xpomeys Suvoionh fre 5o s ol wemis s 2,612 2,910 3,939
Restricted cash, included in other assets ... ..........c...c.ovuuiuiinnnennnnn 450 629 595
8 30,811 $ 32212 328643

See accompanying Notes to Consolidated Financial Statements

K-68




