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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2006

Commission file number _001-14905
BERKSHIRE HATHAWAY INC.
(Exact name of Registrant as specified in its charter)

Delaware 47-0813844
State or other jurisdiction of (I.R.S. Employer
incorporation or organization Identification Number)
1440 Kiewit Plaza, Omaha, Nebraska 68131
(Address of principal executive office) (Zip Code)

Registrant s telephone number, including area code (402) 346-1400
Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which
registered
Class A Common Stock. $5.00 Par Value New York Stock Exchange
Class B Common Stock. $0.1667 Par Value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: NONE

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yesp Noo

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the

Act. Yeso  Nop

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of

the Securities Exchange Act of 1934 during the preceding 12 months, and (2) has been subject to such filing

requirements for the past 90 days. Yesp  Noo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this

chapter) is not contained herein, and will not be contained, to the best of Registrant s knowledge, in definitive proxy or

information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, or a non-accelerated

filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filerp ~ Accelerated filer o Non-accelerated filer o

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yeso Nobp

State the aggregate market value of the voting stock held by non-affiliates of the Registrant as of June 30, 2006

$92,040,990,000*

Indicate number of shares outstanding of each of the Registrant s classes of common stock:
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February 21,2007 Class A Common Stock, $5 par 1,113,649 shares
value
February 21,2007 Class B Common Stock, $0.1667 par 12,875,477 shares

value
DOCUMENTS INCORPORATED BY REFERENCE

Document Incorporated In

Proxy Statement for Registrant s
Annual Meeting to be held May 5, 2007 Part 111
* This aggregate value is computed at the last sale price of the common stock on June 30, 2006. It does not include
the value of Class A Common Stock (414,371 shares) and Class B Common Stock (3,691,820 shares) held by
Directors and Executive Officers of the Registrant and members of their immediate families, some of whom may
not constitute affiliates for purpose of the Securities Exchange Act of 1934.
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Part 1

Item 1. Business

Berkshire Hathaway Inc. ( Berkshire, =~ Company or Registrant ) is a holding company owning subsidiaries engaged i1
a number of diverse business activities. The most important of these are insurance businesses conducted on both a
primary basis and a reinsurance basis. Berkshire also owns and operates a large number of other businesses engaged in
a variety of activities, as identified herein. Berkshire is domiciled in the state of Delaware, and its corporate
headquarters are located in Omaha, Nebraska.

Berkshire s operating businesses are managed on an unusually decentralized basis. There are essentially no
centralized or integrated business functions (such as sales, marketing, purchasing, legal or human resources) and there
is minimal involvement by Berkshire s corporate headquarters in the day-to-day business activities of the operating
businesses. Berkshire s corporate office management participates in and is ultimately responsible for significant capital
allocation decisions, investment activities and the selection of the Chief Executive to head each of the operating
businesses.

Insurance and Reinsurance Businesses

Berkshire s insurance and reinsurance business activities are conducted through over 60 domestic and foreign-based
insurance entities. Berkshire s insurance businesses provide insurance and reinsurance of property and casualty risks
world-wide and also reinsure life, accident and health risks world-wide.

In primary (or direct) insurance activities, the insurer assumes the risk of loss from persons or organizations that
are directly subject to the risks. Such risks may relate to property, casualty (or liability), life, accident, health, financial
or other perils that may arise from an insurable event. In reinsurance activities, the reinsurer assumes defined portions
of risks that other primary insurers or reinsurers have assumed in their own insuring activities.

Reinsurance contracts are normally classified as treaty or facultative contracts. Treaty reinsurance refers to
reinsurance coverage for all or a portion of a specified class of risks ceded by the primary insurer, while facultative
reinsurance involves coverage of specific individual risks. Coverage of risks assumed under reinsurance contracts may
be classified as quota-share or excess. Under quota-share (proportional or pro-rata) reinsurance, the reinsurer shares
proportionally in the original premiums, losses and expenses of the primary insurer or reinsurer. Excess (or
non-proportional) reinsurance provides for the indemnification of the primary insurer or reinsurer for all or a portion
of the loss in excess of an agreed upon amount or retention. Both quota-share and excess reinsurance may provide for
aggregate limits of indemnification.

Except for regulatory considerations, there are virtually no barriers to entry into the insurance and reinsurance
industry. Competitors may be domestic or foreign, as well as licensed or unlicensed. The number of competitors
within the industry is not known. Insurers and reinsurers compete on the basis of reliability, financial strength and
stability, ratings, underwriting consistency, service, business ethics, price, performance, capacity, policy terms and
coverage conditions.

Insurers and reinsurers based in the United States are subject to regulation by their states of domicile and by those
states in which they are licensed or write policies on a non-admitted basis. The primary focus of regulation is to assure
that insurers are financially solvent and that policyholder interests are otherwise protected. States establish minimum
capital levels for insurance companies and establish guidelines for permissible business and investment activities.
States have the authority to suspend or revoke a company s authority to do business, as conditions warrant. States
regulate the payment of dividends by insurance companies to their shareholders. Dividends and capital distributions of
extraordinary amounts are subject to prior regulatory approval.

Insurers may market, sell and service insurance policies in the states that they are licensed. These insurers are
referred to as admitted insurers. Admitted insurers are, among other things, generally required to obtain regulatory
approval of policy forms issued and premium rates charged. Non-admitted insurance markets have developed to
provide insurance that is otherwise unavailable from the admitted insurance markets for a state. Non-admitted
insurance, often referred to as excess and surplus lines, is procured by state-licensed surplus lines brokers who place
risks with insurers not licensed in that state. Non-admitted insurance is subject to considerably less regulation with
respect to policy rates and forms. Reinsurers are normally not required to obtain approval of premium rates and policy
forms.
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The insurance regulators of every state participate in the National Association of Insurance Commissioners
( NAIC ). The NAIC adopts forms, instructions and accounting procedures for use by U.S. insurers and reinsurers in
preparing and filing annual statutory financial statements. However, an insurer s state of domicile has ultimate
authority over these matters. In addition to its activities relating to the annual statement, the NAIC develops or adopts
statutory accounting principles, model laws, regulations and programs for use by its members. Such matters deal with
regulatory oversight of solvency, compliance with financial regulation standards and risk-based capital reporting
requirements.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)

Berkshire s insurance companies maintain capital strength at exceptionally high levels. This strength differentiates
Berkshire s insurance companies from their competitors. Collectively, the aggregate statutory surplus of Berkshire s
U.S. based insurers was approximately $59 billion at December 31, 2006. All of Berkshire s major insurance
subsidiaries are rated AAA by Standard & Poor s Corporation, the highest Financial Strength Rating assigned by
Standard & Poor s, and nearly all are rated A++ (superior) by A.M. Best with respect to their financial condition and
operating performance.

The insurance industry experienced severe losses from the September 11, 2001 terrorist attack. On November 26,
2002, President Bush signed into law the Terrorism Risk Insurance Act of 2002, which established within the
Department of the Treasury a Terrorism Insurance Program ( Program ) for commercial property and casualty insurers
by providing Federal reinsurance of insured terrorism losses. In December 2005, the Program was extended to
December 31, 2007 through the passage of the Terrorism Risk Insurance Extension Act of 2005. Hereinafter the 2002
and 2005 Acts are collectively referred to as TRIA. Under TRIA, the Department of the Treasury is charged with
certifying acts of terrorism as having been a terrorist act undertaken on behalf of a foreign person or interest which
resulted in an insured loss in excess of $5 million. After December 31, 2006, TRIA also establishes that the industry
insured loss for a certified event must exceed $100 million. To be eligible for Federal reinsurance, insurers must make
available insurance coverage for acts of terrorism, by providing policyholders with clear and conspicuous notice of the
amount of premium that will be charged for this coverage and of the Federal share of any insured losses resulting from
any act of terrorism. Assumed reinsurance is specifically excluded from TRIA participation. Beginning in 2006, TRIA
also excludes certain forms of direct insurance (commercial auto, burglary, theft, surety and certain professional
liability lines). Terrorism exclusions that were contained within reinsurance contracts remain in effect. Reinsurers are
not required to offer terrorism coverage and are not eligible for Federal reinsurance of terrorism losses.

In the event of a certified act of terrorism, the Federal government will reimburse insurers (conditioned on their
satisfaction of policyholder notification requirements) for 85% of their insured losses in excess of a company
deductible. The company s deductible is calculated based on the direct earned premium for relevant commercial lines
written by the insurer s entire insurance group for the immediately preceding calendar year. Berkshire s deductible is
20% in 2007 of the insurance group s 2006 primary (direct) subject earned premium and is approximately
$550 million. There is also an aggregate limit of $100 billion on the amount of the Federal government coverage for
each Program year.

For many years, the insurance industry has been subject to claims arising from the manufacture of asbestos and its
use in products. The magnitude of such losses has caused many manufacturers to file for protection under the U.S.
Bankruptcy Code. In recent years, increasing numbers of claims have been filed against users of such products,
including claims based upon exposure to asbestos, even though no related illness has been identified. Consequently,
the U.S. Congress has introduced legislation to assure that resources are available to indemnify claimants suffering
from asbestos-related illnesses and to manage the overall cost of those claims. To date, no legislation has passed. It is
highly uncertain as to whether or not any legislation will be enacted and, if enacted, how the provisions of such laws
will affect Berkshire.

In general, regulation of the insurance industry outside of the United States is subject to the differing laws and
regulations of each country in which the insurer has operations or writes premiums. Some jurisdictions impose
complex regulatory requirements on insurance businesses, while other jurisdictions impose fewer requirements. In
certain foreign countries, reinsurers are required to be licensed by governmental authorities. These licenses may be
subject to modification, suspension or revocation dependent on such factors as amount and types of reserves and
minimum capital and solvency tests. The violation of regulatory requirements may result in fines, censures and/or
criminal sanctions in various jurisdictions. Berkshire subsidiaries have historically provided insuring capacity to
several syndicates at Lloyd s of London. Such capacity entitles Berkshire to a share of the risks and rewards of the
activities of the syndicates in proportion to the amount of capacity provided. This business is subject to regulation by
the U.K. s Financial Services Authority which maintains comprehensive rules and regulations covering the legal,
financial and operating activities of managing agents and syndicates.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)

Berkshire s insurance underwriting operations are comprised of the following sub-groups: (1) GEICO and its
subsidiaries, (2) General Re and its subsidiaries, (3) Berkshire Hathaway Reinsurance Group and (4) Berkshire
Hathaway Primary Group. Except for certain reinsurance products that generate a significant amount of up-front
premiums along with estimated claims expected to be paid over very long periods of time, Berkshire expects to
achieve a net underwriting profit over time and to reject inadequately priced risks. Additional information related to
each of these four underwriting groups follows.

GEICO Berkshire acquired GEICO in January 1996. GEICO is headquartered in Chevy Chase, Maryland and its
principal insurance subsidiaries include: Government Employees Insurance Company, GEICO General Insurance
Company, GEICO Indemnity Company and GEICO Casualty Company. Over the past five years, these companies
have primarily offered private passenger automobile insurance to individuals in 49 states and the District of Columbia.
The subsidiaries market their policies primarily through direct response methods in which applications for insurance
are submitted directly to the companies via the Internet, by telephone or through the mail.

GEICO competes for private passenger auto insurance customers with other companies that sell directly to the
customer, as well as with companies that use a traditional agency sales force. Private passenger automobile insurance
business is highly competitive in the areas of price and service. Some insurance companies exacerbate price
competition by selling their products for a period of time at less than adequate rates. This arises as a result of
underestimating ultimate claim costs and/or overestimating the amount of investment income expected to be earned
from the cash flow generated as a result of premiums being received before claims are paid. GEICO will not
knowingly follow that strategy.

As aresult of an aggressive advertising campaign and competitive rates, new business sales and voluntary
policies-in-force increased each year from 2002 through 2006. Voluntary auto policies-in-force have increased about
65% over the past five years. GEICO is currently the fourth largest auto insurer, in terms of premium volume, in the
United States.

Seasonal variations in GEICO s insurance business are not significant. However, extraordinary weather conditions
or other factors may have a significant effect upon the frequency or severity of automobile claims.

Private passenger auto insurance is stringently regulated by state insurance departments. As a result, it is difficult
for insurance companies to differentiate their products. Competition for preferred-risk private passenger automobile
insurance, which is substantial, tends to focus on price and level of customer service provided, whereas price tends to
be the primary focus for other risks. GEICO places great emphasis on customer satisfaction. GEICO s cost-efficient
direct response marketing methods and emphasis on customer satisfaction enable it to offer competitive rates and
value to customers.

Management believes that the name and reputation of GEICO is a material asset and protects its name and other
service marks through appropriate registrations.

General Re Berkshire acquired General Re in December 1998. General Re was established in 1980 to serve as the
holding company of General Reinsurance Corporation and its affiliates. General Re affiliates include K&lnische
Riickversicherungs Gesellschaft AG ( Cologne Re ), a major international reinsurer based in Germany. General Re
currently holds a 95% ownership interest in Cologne Re and in 2006 initiated a plan to acquire the remaining
outstanding shares. General Re subsidiaries currently conduct global reinsurance business in 61 cities and provide
reinsurance coverage world-wide. General Re operates the following reinsurance businesses: North American
property/casualty, International property/casualty, which principally consists of Cologne Re and the Faraday
operations, and life/health reinsurance. General Re s reinsurance operations are primarily based in Stamford,
Connecticut and Cologne, Germany. General Re is one of the largest reinsurers in the world based on capital.
Property/Casualty Reinsurance

General Re s North American property/casualty business is marketed directly to clients located throughout the
United States and Canada without involving a broker or intermediary. The North American property/casualty business
underwrites predominantly excess coverages. The operations are headquartered in Stamford, Connecticut, and are also
conducted through 16 branch offices. The business is domiciled in Delaware and licensed in the District of Columbia
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and all states but Hawaii, where it is an accredited reinsurer.

Casualty reinsurance represented approximately 33% of North American property/casualty net premiums written in
2006 and property reinsurance represented approximately 43%. North American property/casualty business also
includes a few smaller specialty insurers. These insurers, domiciled in Connecticut, North Dakota and Ohio,
underwrite primarily liability and workers compensation coverages on an excess and surplus basis. Also, they
underwrite excess insurance for self-insured programs. These insurers together represented approximately 24% of

General Re s North American property/casualty net premiums written in 2006.
3
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Item 1. Business

Insurance and Reinsurance Businesses (Continued)
General Re (Continued)

Property/Casualty Reinsurance (continued)

General Re s International property/casualty reinsurance business operations are conducted on a direct basis and
through brokers. Cologne Re as well as several other General Re subsidiaries in 25 countries provide multiple lines of
property and casualty reinsurance coverage world-wide. Coverages are written on both a quota-share and excess basis.
In 2006, the International property/casualty operations principally wrote direct reinsurance in the form of treaties with
lesser amounts written on a facultative basis. International business through brokers is primarily written through
Faraday, which 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 participates in 100% of the results of
Syndicate 435. Faraday writes property, casualty and aviation business on risks world-wide.

Life/Health Reinsurance

In 2006, approximately 45% of life/health net premiums were written in the United States, 27% were written in
Western Europe and the remaining 28% were written throughout the rest of the world. These operations provide life,
health, long-term care and disability reinsurance on an individual and group basis. Most of this business is written on a
proportional treaty basis, with the exception of U.S. group health and disability business which is predominately
written on an excess treaty basis. Lesser amounts of life and disability business are also written on a facultative basis.
The life/health business is marketed on a direct basis.

Berkshire Hathaway Reinsurance Group The Berkshire Hathaway Reinsurance Group ( BHRG ) operates from
offices located in Stamford, Connecticut. Business activities are conducted through a group of subsidiary companies,
led by National Indemnity Company ( NICO ) and Columbia Insurance Company. BHRG provides principally excess
and quota-share reinsurance to other property and casualty insurers and reinsurers. The level of BHRG s underwriting
activities often fluctuates significantly from year to year depending on the perceived level of price adequacy in
specific insurance and reinsurance markets. Also, BHRG s mix of business tends to change rapidly as a result of
quickly entering or exiting markets in response to changes in management s perception of price adequacy or
inadequacy.

For many years BHRG has written catastrophe excess of loss treaty reinsurance contracts. In recent years, BHRG
has also written individual policies for primarily excess property risks on both a primary and facultative reinsurance
basis, referred to as individual risk, which are subject to losses from catastrophe events. Individual risk business
includes policies covering terrorism, natural catastrophe and aviation risks. A catastrophe excess policy provides
protection to the counterparty from the accumulation of primarily property losses arising from a single loss event or
series of events. Catastrophe and individual risk policies may provide significant amounts of indemnification per
contract and a single loss event may produce losses under a number of contracts.

BHRG cedes essentially none of the risks assumed under catastrophe excess reinsurance contracts or individual
risk contracts, due to perceived uncertainties in recovering amounts from other reinsurers that are financially weaker.
As a result, this business can produce extreme volatility in periodic underwriting results. Accounting consequences,
however, do not influence decisions of Berkshire s management with respect to this or any other business. This factor
and the extraordinary financial strength of BHRG are believed to be the primary reasons why BHRG has become a
major provider of such coverages.

The volume of quota-share business has declined in recent years reflecting changing market conditions. However,
in 2004 and 2005, BHRG increased its overall volume of aviation and workers compensation business. Much of
BHRG s workers compensation insurance business in recent years was generated by managing general agencies. The
volume of future business conducted in these markets, like all other markets, is dependent on changes in market
conditions, including changes in prevailing premium rates and coverage terms.

BHRG has entered into several retroactive reinsurance contracts over the past five years. Coverage under such
contracts is usually provided on an excess basis and amounts of indemnification are subject to a large aggregate limit
of indemnification. Retroactive reinsurance contracts afford protection to ceding companies against the adverse
development of claims arising under policies issued in prior years. Significant amounts of environmental and latent
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injury claims may arise under the contracts. In addition, NICO acquired the North American property and casualty
insurance subsidiaries of Converium Holdings AG in December 2006 which have been in run-off since 2004.

In November 2006, Berkshire and Equitas, a London based entity established to reinsure and manage the 1992 and
prior years non-life liabilities of the Names or Underwriters at Lloyd s of London, entered into an agreement for
BHRG to provide potentially up to $7 billion of new excess reinsurance to Equitas. Berkshire will also employ the
current staff of Equitas and manage the run-off of Equitas liabilities. The agreement is subject to the approval by
certain regulatory authorities in the United States and the United Kingdom as well as various other conditions, which
must be obtained by March 31, 2007. Consideration payable under the arrangement would initially consist of all of
Equitas assets less 100 million Pounds Sterling.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)
Berkshire Hathaway Reinsurance Group (Continued)

In BHRG s retroactive reinsurance business, the concept of time-value-of-money is an important element in
establishing prices and contract terms, since the payment of losses under the insurance contracts are often expected to
occur over lengthy periods of time. Losses payable under the contracts are normally expected to exceed premiums and
therefore, produce underwriting losses. This business is accepted, in part, because of the large amounts of
policyholder funds ( float ) generated for investment, the economic benefit of which will be reflected through
investment income in future periods.

Berkshire Hathaway Primary Group The Berkshire Hathaway Primary Group is a collection of primary
insurance operations that provide a wide variety of insurance coverages to insureds located principally in the United
States. National Indemnity Company and certain affiliates underwrite motor vehicle and general liability insurance to
commercial enterprises on both an admitted and excess and surplus basis. This business is written nationwide
primarily through insurance agents and brokers and is based in Omaha, Nebraska.

In 2000, Berkshire acquired U.S. Investment Corporation ( USIC ). USIC, through its three subsidiaries led by U.S.
Liability Insurance Company, is a specialty insurer that underwrites commercial, professional and personal lines of
insurance on an admitted and excess and surplus basis. Policies are marketed in all 50 states and the District of
Columbia through wholesale insurance agents. USIC companies underwrite and market approximately 90 distinct
specialty property and casualty insurance products.

In 2005, Berkshire acquired Medical Protective Corporation ( MedPro ) which is based in Ft. Wayne Indiana.
Through its subsidiary, the Medical Protective Company, MedPro is one of the nation s premier professional liability
insurers for physicians, dentists and other primary health care providers. MedPro is a national leader in primary
medical professional liability coverage and risk solutions to physicians, dentists, professional corporations and health
care facilities. As one of the nation s first providers of medical professional liability insurance, MedPro has provided
insurance coverage to healthcare providers for over 100 years. Its offerings include professional liability insurance on
both claims-made and occurrence forms, risk management consulting and education, premium finance solutions,
insurance support services, and through affiliates and partners additional financial products and services for its
insureds. MedPro s insurance policies are distributed through a nationwide network of employee market managers and
appointed agents.

Other insurance operations include several companies referred to as the Homestate Companies, based in California,
Colorado and Nebraska and with branch offices in several other states. These companies market various commercial
coverages for standard risks to insureds in their state of domicile and an increasing number of other states. Also
included is Central States Indemnity Company of Omaha located in Omaha, Nebraska, which provides credit and
income protection insurance marketed primarily to credit and debit card holders nationwide. The Kansas Bankers
Surety Company is an insurer of primarily crime, fidelity, errors and omissions, officers and directors liability and
related insurance coverages directed toward small and medium-sized banks throughout the Midwest United States.

Berkshire acquired Applied Underwriters, Inc. ( Applied ) in May 2006. Applied, based in Omaha, Nebraska, is a
leading provider of payroll and insurance services to small and medium sized employers. Applied, through its
subsidiaries, including two workers compensation insurance companies, principally markets SolutionOn&, a product
that bundles a variety of related insurance coverages and business services into a seamless package that is designed to
reduce the risks and remove the burden of administrative and regulatory requirements faced by small to medium sized
employers. The buyer of SolutionOne® receives an integrated product that is higher in quality and more cost effective
than traditional multi-provider solutions.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)
Property and casualty loss reserves

Berkshire s property and casualty insurance companies establish reserves for the estimated unpaid losses and loss
expenses with respect to claims occurring on or before the balance sheet date. Such estimates include provisions for
reported claims, or case estimates, provisions for incurred-but-not-reported ( IBNR ) claims and legal and
administrative costs to settle claims. The estimates of unpaid losses and amounts recoverable under reinsurance are
established and continually reviewed by using a variety of actuarial, statistical and analytical techniques. Reference is
made to Critical Accounting Policies, included in Item 7 of this Report.

The following table presents the development of Berkshire s consolidated net unpaid losses for property/casualty
contracts from 1996 through 2006. Data in the table related to businesses acquired is included from the acquisition
date forward. General Re is included beginning in 1998, USIC beginning in 2000, MedPro beginning in 2005 and
Converium beginning in 2006.

The first section of the table reconciles the estimated liability for unpaid losses and loss adjustment expenses
recorded at the balance sheet date for each of the indicated years. The net liability represents the estimated amount of
claims and claim expenses, including IBNR, outstanding as of the balance sheet date, reduced by estimates of amounts
recoverable under ceded reinsurance, deferred charges on retroactive reinsurance contracts, and reserve discounts.

Certain North American workers compensation loss reserves of General Re are discounted for both statutory and
GAAP reporting purposes at an interest rate of 4.5% per annum for claims occurring before 2003 and at 1% per
annum for claims occurring after 2002. Such discount rates were approved by the insurance department of General
Re s domiciliary state. The discount accretion is included as a component of insurance losses and loss adjustment
expenses.

In addition, incurred losses from property and casualty reinsurance include amortization of deferred charges
established on retroactive reinsurance contracts. At inception of these contracts, unpaid losses are recorded at the
estimated ultimate payment amount. However, a deferred charge asset is also recorded at the inception of the contract.
The deferred charges are subsequently amortized over the expected claim payment period, with such charges recorded
as a component of insurance losses and loss adjustment expenses.

The second section of the table shows the re-estimated amount of the previously recorded net liability based on
experience as of the end of each succeeding year. The estimate is increased or decreased as losses are paid and more
information becomes known about the frequency and severity of unpaid claims. The line labeled cumulative
deficiency (redundancy) represents the aggregate change in the initial estimates from the original balance sheet date
through December 31, 2006. These amounts have been reported in earnings over time as a component of losses and
loss adjustment expenses and include accumulated reserve discount accruals and deferred charge amortization.

The redundancies or deficiencies shown in each column should be viewed independently of the other columns,
because such adjustments made in earlier years may also be included as a component of the adjustments in the more
recent years. Liabilities assumed under retroactive reinsurance contracts are treated as occurrences in the year the
transaction was entered into, as opposed to when the underlying losses actually occurred, which is, by definition, prior
to the contract date. Due to the significance of the deferred charges and reserve discounts, the cumulative changes in
such balances, which are included in the cumulative deficiency/redundancy amounts, are also provided.

The third part of the table shows the cumulative amount of net losses and loss adjustment expenses paid with
respect to recorded net liabilities as of the end of each succeeding year. While the information in the table provides a
historical perspective on the adequacy of unpaid losses and loss adjustment expenses established in previous years,
readers are cautioned against extrapolating redundancies or deficiencies of the past on current unpaid loss balances.
Berkshire management believes that the reserves established as of the end of 2006 are reasonable and adequate.
However, due to the inherent uncertainties in the reserving process, it cannot be assured that such balances will
ultimately prove to be adequate. Dollar amounts are in millions.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)
Property and casualty loss reserves (Continued)

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Unpaid losses
per
Consolidated
Balance Sheet  $6,059 $ 6,637 $22,804 $26,600 $32,868 $40,562 $43,771 $45,393 $45219 $48,034 $47,612
Reserve
discounts 1,666 1,663 1,675 2,022 2,405 2,435 2,611 2,798 2,793

Unpaid losses
before discounts 6,059 6,637 24,470 28,263 34,543 42,584 46,176 47,828 47,830 50,832 50,405
Ceded reserves (248) (274)  (2,167) (2,331) (2,997) (2,957) (2,623) (2,597) (2,405) (2,812) (2,869)

Net unpaid

losses 5,811 6,363 22,303 25932 31,546 39,627 43,553 45,231 45,425 48,020 47,536
Reserve

discounts (1,666) (1,663) (1,675 (2,022) (2,405 (2,435 (2,611) (2,798) (2,793)
Deferred charges  (338) (480) (560) (1,518) (2,593) (3,232) (3,379 (3,087) (2,727) (2,388) (1,964)

Net unpaid

losses, net of

discounts/deferred

charges $5473 $ 5,883 $20,077 $22,751 $27,278 $34,373 $37,769 $39,709 $40,087 $42,834 $42,779

1
Liability  year
re-estimated:later 5,324 5,673 19,663 22,239 28,569 36,280 39,206 40,618 39,002 42,723

2

years

later 5,220 5,540 18,132 22,829 30,667 38,069 40,663 39,723 39,456
3

years

later 5,093 5,386 18,464 24,079 32,156 40,023 40,517 40,916
4

years

later 4,973 5,293 19,750 25,158 33,532 40,061 41,810
5

years

later 4,906 5,304 20,581 26,894 34,096 41,448
6

years

later 4,920 5,246 21,172 26,676 35,566
7

years

later 4,891 5311 21,244 27,925
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8
years
later 4,958 5,268
9
years

later 4,931 5,276

10
years
later 4,940

Cumulative
deficiency

(redundancy) (533) (607)

Cumulative
foreign exchange
effect™®

Net deficiency

22,170

2,093

(678)

(redundancy) $ (533) $ (607) $ 1,415

Cumulative 1 year
payments: later$ 1,385 $ 1,811
2
years
later 2,379 2,463
3
years
later 2,891 3,330
4
years
later 3,372 3,507
5
years
later 3,465 3,598
6
years
later 3,518 3,694
7
years
later 3,586 3,752
8
years
later 3,635 4,254
9
years
later 4,060 4,273
10
years
later 4,074

Table of Contents

$ 4,509

7,596

9,384

10,436

11,421

12,221

13,870

14,565

5,174

(983)

$ 4,191

$ 5,825

8,289

9,889

11,513

13,840

15,855

17,310

8,288

(2,137)

$ 6,151

$ 5,352

8,744

11,625

15,608

18,504

20,692

7,075 4,041 1,207 (631) (111)

(1,937) (1,410) (429) 89 (501)

$ 5138 $ 2,631 $ 778 $§ (542) § (612)

$ 6,653 $ 8,092 $ 8,828 $ 7,793 §$§ 9,345

11,396 14,262 13,462 12,666

16,378 18,111 17,429

19,658 21,446

22,438
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Net deficiency
(redundancy) abovk (533) $ (607) $ 1,415 $ 4,191 $ 6,151 $ 5,138 $ 2,631 $
Deferred charge

changes and

reserve discounts 307

(Redundancy)

deficiency

before deferred
charges and

reserve discounts $ (840) $(1,044) $

The cumulative
foreign
exchange effect
relates to the
International
property and
casualty
business of
General Re,
which was
acquired in
1998. The
amounts of
re-estimated
liabilities in the
table above
related to these
operations are
based on the
applicable
foreign currency
exchange rates
as of the end of
the
re-estimation
period. The
cumulative
foreign
exchange effect
represents the
cumulative
effect of
changes in
foreign
exchange rates
from the
original balance

Table of Contents
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437

619 1,013 1,298 1,252 1,493

796 $ 3,178 $ 4,853 $ 3,886 $ 1,138 $

778 $ (542) $ (612)

838 604 466

(60) $ (1,146) $ (1,078)
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sheet date to the
end of the
re-estimation
period.
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Item 1. Business
Insurance and Reinsurance Businesses (Continued)

Investments Investments associated with insurance activities derive from shareholder capital, including amounts
acquired in business acquisitions, as well as funds provided from policyholders through insurance and reinsurance
business ( float ). Float is an approximation of the amount of net policyholder funds available for investment. That term
denotes the sum of unpaid losses and loss adjustment expenses, unearned premiums and other policyholder liabilities,
less the aggregate amount of premium balances receivable, losses recoverable from reinsurance ceded, deferred policy
acquisition costs, deferred charges on reinsurance contracts and related deferred income taxes.

The amount of float has grown from approximately $7 billion at the end of 1996 to $51 billion at the end of 2006,
through internal growth as well as through business acquisitions, particularly of General Re in 1998. BHRG and
General Re accounted for approximately 78% of total float as of December 31, 2006. Equally important as the size of
the float balance is its cost, which is represented by the periodic net underwriting gain or loss of the overall Insurance
Group. The increases in the amount of float plus the substantial amounts of shareholder capital devoted to insurance
and reinsurance activities have generated meaningful increases in the levels of investments and investment income
over the past five years.

Investment portfolios of insurance subsidiaries include ownership of equity securities of other publicly traded
companies, which are concentrated in relatively few companies. Investment portfolios of Berkshire s insurance
businesses also include large amounts of fixed income securities, which consist of obligations of the U.S.
Government, U.S. states and municipalities, mortgage-backed securities issued primarily by the three major U.S.
Government and Government-sponsored agencies, as well as obligations of foreign governments and corporate
obligations. Investment portfolios are primarily managed by Berkshire s corporate office. Generally, there are no
targeted investment allocation rates established by management with respect to investment activities. Rather,
management may increase or decrease investments in response to perceived changes in opportunities for income or
capital growth relative to risks associated with the issuers of the securities.

Utilities and Energy Businesses

In 2000 and 2002, Berkshire acquired both voting common stock and non-voting convertible preferred stock in
MidAmerican Energy Holdings Company ( MidAmerican ), an international energy company headquartered in Des
Moines, Iowa, giving Berkshire a 9.7% voting interest and an 83.4% (80.5% diluted) economic interest at
December 31, 2005. The Energy Policy Act of 2005 included the repeal of the Public Utility Holding Company Act of
1935 ( PUHCA orthe Act ). The repeal of PUHCA enabled Berkshire to convert its non-voting convertible preferred
stock investment to common stock on February 9, 2006, without triggering holding company registration under the
Act. The transaction was approved by the appropriate federal and state regulatory authorities. Accordingly, including
the additional MidAmerican common stock acquired after February 9, 2006, Berkshire currently owns an 87.8%
(86.6% diluted) voting common stock interest in MidAmerican.

Each of MidAmerican s businesses are managed as separate operating units. MidAmerican s domestic, regulated
energy interests are comprised of two regulated utility companies serving approximately 3.1 million retail customers
and two natural gas pipeline companies with over 17,600 miles of pipeline in operation and design capacity of
6.7 billion cubic feet of natural gas per day. Its United Kingdom ( UK ) electricity distribution subsidiaries serve about
3.8 million electricity end users. In addition, MidAmerican s interests include a diversified portfolio of international
and domestic independent power projects and the second largest residential real estate brokerage firm in the United
States.

Regulated Energy Businesses

General Matters

PacifiCorp, acquired by MidAmerican in March 2006, is a public utility company headquartered in Portland,
Oregon, serving regulated retail electric customers in portions of Utah, Oregon, Wyoming, Washington, Idaho and
California. The combined service territory s diverse regional economy ranges from rural, agricultural and mining areas
to urbanized, manufacturing and government service centers. No single segment of the economy dominates the service
territory, which mitigates PacifiCorp s exposure to economic fluctuations. In addition to retail sales, PacifiCorp sells
electric energy to other utilities, marketers and municipalities on a wholesale basis.
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As a vertically integrated electric utility, PacifiCorp owns 8,588 net megawatts ( MW ) of generation capacity.
There are seasonal variations in PacifiCorp s business. Customer demand is typically highest in the eastern portion of
their service territory in the summer when air conditioning and irrigation systems are heavily used. Customer demand
also peaks in the winter months due to heating requirements.

8
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Item 1. Business
Utilities and Energy Businesses (Continued)

Regulated Energy Businesses (Continued)

General Matters (Continued)

MidAmerican Energy Company is a utility company headquartered in Des Moines, lowa, serving regulated retail
electric and natural gas customers primarily in lowa and also in portions of Illinois, South Dakota and Nebraska.
MidAmerican Energy Company has a diverse customer base consisting of residential, agricultural and a variety of
commercial and industrial customer groups. In addition to retail sales, MidAmerican Energy Company sells electric
energy and natural gas to other utilities, marketers and municipalities on a wholesale basis.

As a vertically integrated electric and gas utility business, MidAmerican Energy Company owns 5,079 net MW of
generation capacity. There are seasonal variations in MidAmerican Energy Company s business that are principally
related to the use of electricity for air conditioning and natural gas for heating. Historically, 35-40% of MidAmerican
Energy Company s regulated electric revenues are reported in the summer months while 45-55% of MidAmerican
Energy Company s regulated natural gas revenue is reported in the winter months.

Northern Natural Gas Company, acquired by MidAmerican in August 2002, is based in Omaha, Nebraska and
operates 15,900 miles of natural gas pipeline with a design capacity of 4.9 billion cubic feet of natural gas per day
making it one of the largest interstate natural gas pipeline systems in the United States reaching from Texas to
Michigan s Upper Peninsula. Northern Natural Gas Company has access to supplies from every major mid-continent
basin, as well as the Rocky Mountain and Western Canadian basins and provides transportation to utilities and
numerous other end-use customers. Northern Natural Gas Company also operates three natural gas storage facilities.
Northern Natural Gas Company s system experiences significant seasonal swings in demand, with the highest demand
occurring during the months of November through March.

Kern River Gas Transmission Company, acquired by MidAmerican in March 2002, is based in Salt Lake City,
Utah and operates approximately 1,700 miles of natural gas pipeline with a design capacity of 1.8 billion cubic feet of
natural gas per day. Kern River Gas Transmission Company transports natural gas from the supply areas in the Rocky
Mountains to consuming markets in Utah, Nevada and California.

MidAmerican, through Northern Electric Distribution Limited and Yorkshire Electricity Distribution plc, owns a
substantial United Kingdom electricity distribution network that delivers electricity to end users in the North and East
of England covering almost 10,000 square miles. The distribution companies primarily earn regulated tariffs from the
use of their electrical infrastructure charged to supply companies.

Regulatory Matters

PacifiCorp and MidAmerican Energy are subject to comprehensive regulation by federal agencies, state utility
commissions and other state and local regulatory agencies. The Federal Energy Regulatory Commission ( FERC ), an
independent agency with broad authority under the Federal Power Act and the Energy Policy Act, regulates rates for
interstate sales at wholesale, transmission of electric power, accounting and other matters, including construction and
operation of hydroelectric projects. MidAmerican Energy is also subject to regulation by the Nuclear Regulatory
Commission pursuant to the Atomic Energy Act of 1954, as amended, with respect to the operation of the Quad Cities
Station.

Both PacifiCorp and MidAmerican Energy have a right to serve retail customers within their service territories and,
in turn, the obligation to provide service to those customers. Histor