Jesse,
There are three matters in respect to which the accompanying sets of attachments may be helpful.

The first is the question of dividend payments by Berkshire. In 1-1, the history of our unusual
shareholder constituency is described. More than 50 years ago, many of this group (or their
parents or grandparents) opted for long-term reinvestment. New owners have continued to do so:
Our owners like and expect a re-investment approach.

A unified constituency is formed in the manner I describe as Phil Fisher’s “restaurant” — self-
selected (1-2). Many large shareholders, including me, enjoy the long-term buildup in value,
knowing that it is destined for philanthropy, not consumption or dynastic aspirations.

Attachment 1-3 illustrates the incredible breadth and depth of shareholder enthusiasm for
Berkshire’s save-and-build philosophy. I can’t think of any large public company with
shareholders so united in their reinvestment beliefs: a 50 to 1 vote against dividends 1s simply
unheard of.

The U.S. government has benefitted from our reinvestment policy as well In the decade prior to
the change of control at Berkshire, the company paid no net federal income tax. (Over that period
the business lost a significant sum.) In both 2019 and 2020 Berkshire paid about 1%2% of the
total corporate income tax receipts enjoyed by the U.S. government (see 2-1).

The second question involves my personal tax situation. My returns have long been available. On
August 1, 2016, 1n a talk introducing Hillary Clinton (available on YouTube), I offered to meet
candidate Trump and make public our returns together. (We were both under audit, which

did not restrict displaying returns.)

Subsequently, in one of the Presidential debates, candidate Trump made an inaccurate reference
to my deductions. I announced the correct figures immediately (2-1). He did not challenge my
correction.

PBS subsequently invited me to discuss taxes with Judy Woodruff. I agreed and sent her my
most recent return. PBS had a tax expert examine the return before she interviewed me in June
2017, and I put no restrictions on questions she could ask me about any item.

In 2-2, I tallied the tax benefits received from contributions made pursuant to the philanthropic
pledges I made in 2006. Subsequent to that pledge, and counting the 2021 contribution I will
soon make, I have donated roughly half of my 474,998 “A” shares of Berkshire to the five
foundations. Berkshire shares, for long, have constituted about 99% of my net worth. The tax
benefit I have realized from the $40 billion of shares I will have contributed since 2006 (now
worth more than $100 billion) is as stated in 2-2 — less than 50¢ for every $1,000 I have donated.

Finally, the third matter 1s what do I ultimately hope to accomplish by finalization of my gifts
following my death. My philosophy remains the same as stated in 3-1, a Fortune cover story
from 1986.



After the run-off period following my death, about 99.5% of what I have will go to some
combination of taxes and disbursements to various philanthropies. The split depends on future
U.S. tax policy.

I believe the money will be of more use to society if disbursed philanthropically than if it 1s used
to slightly reduce an ever-increasing U.S. debt. But that will be for Congress to determine.
Lawyers recommend trusts for avoiding public scrutiny of wills. My will eschews this technique
and the public will be able to check what I did compared to what I have said.

I continue to believe that the tax code should be changed substantially. I hope that the earned-
income tax-credit is greatly expanded and additionally believe that huge dynastic wealth is not
desirable for our society. Perhaps annual payout requirements should be increased for
foundations. Some time ago, I testified before Senator Baucus in favor of increasing and
tightening estate taxes. (My persuasive powers proved to be limited.)

For any who may read this, the NYT article to which you refer is attached as 4-1. I remain OK
with what I said, though its effect in Washington was zero.

Warren Buffett






Charlie formed his partnership in 1962 and operated much as T did. Neither of us had amy institutional
investars, and very few of our partners were financially sophisticated. The people who joined our ventures simply
trusted us to treat their money as we treated our own. These individuals — either intuitively or by relying on the advice
of friends — correctly concluded that Charlie and I had an exfreme aversion to permanent loss of capital and that we
would not have accepted their money unless we expected to do reasonably well with it.

I stumbied into business management after BPL acquired control of Berkshire in 1965. Later still, in 1969,
we decided to dissolve BPL. After yearend, the partnership distributed, pro-rata, all of its cash along with three stocks,
the largest by value being BPL’s 70.5% interest in Berkshire.

Charlie, meanwhile, wound up his operation in 1977. Among the assets he distributed to partners was a major
interest in Blue Chip Starnps, a company his partnership, Berkshire and I jointly controlled. Blue Chip was also among
the three stocks my partnership had distributed upon its dissolution.

In 1983, Berkshire and Blue Chip merged, thereby expanding Berkshire’s base of registered shareholders
from 1,900 to 2,200, Charlie and [ wanted everyone — old, new and prospective shareholders —to be on the same page.

Therefore, the 1983 annual report - up front — laid out Berkshire’s “major business principles.” The first
principle began: “Although our form is corporate, our attitude is partnership.” That defined our relationship in 1983;
it defines it today. Charlie and [ — and our directors as well — believe this dictum will serve Berkshire well for many
decades to come.
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Ownership of Berkshire now resides in five large “buckets,” one occupied by me as a “founder” of sorts.
That bucket is certain to empty as the shares I own ate annually distributed to varicus philanthropies.

Two of the remaining four buckets are filled by institutional investors, each handling other people’s money.
That, however, is where the similarity between those buckets ends: Their investing procedures could not be more
different.

In one mstitutional bucket are index funds, a large and mushrooming segment of the investment world. These
funds simply mimic the index that they track. The favorite of index investors is the S&P 500, of which Berkshire is a
component. Index funds, it should be emphasized, own Berkshire shares simply because they are required to do so.
They are on automatic pilot, buying and selling only for “weighting” purposes.

In the other institutional bucket are professionals who manage their clients’ money, whether those funds
belong to wealthy individuals, universities, pensioners or whomever. These professional managers have a mandate to
move funds from one investment to another based on their judgment as to valvation and prospects. That is an
hencrable, though difficult, occupation.

‘We are happy to work for this “active” group, while they meanwhile search for a better place to deploy the
funds of their clientele. Some managers, to be sure, have a long-term focus and trade very infrequently. Others use
computers employing algorithms that may direct the purchase or sale of shares in a nano-second. Some professional
investors will come and go based upon their macro-economic judgments.

Our fourth bucket consists of individual shareholders who operate in a manner similar to the active
institutional managers I’ve just described. These owners, understandably, think of their Berkshire shares as a possible
source of funds when they see another investment that excites them. We have no quarrel with that attitude, which is
similar to the way we look at some of the equities we own at Berkshire.

11




All of that said, Charlie and T would be less than human if we did not feel a special kinship with our fifth
bucket: the million-plus individual investors who simply trust us to represent their interests, whatever the future may
bring. They have joined us with no intent to leave, adopting a mindset similar to that held by our original partners.
Indeed, many investors from our partnership years, and/or their descendants, remain substantial owners of Berkshire.

A prototype of those veterans is Stan Truhlsen, a cheerful and generous Omaha ophthalmologist as well as
personal friend, who turned 100 on November 13, 2020. In 1959, Stan, along with 10 other young Omaha doctors,
formed a partnership with me. The docs creatively labeled their venture Emdee, Ltd. Annually, they joined my wife
and me for a celebratory dinner at our home,

When our partnership distributed its Berkshire shares in 1969, all of the doctors kept the stock they received.
They may not have known the ins and outs of investing or accounting, but they did know that at Berkshire they would
be treated as partners.

Two of Stan’s comrades from Fmdee are now in their high-90s and continue to hold Berkshire shares. This
group’s startling durability — along with the fact that Charlie and I are 97 and 90, respectively — serves up an interesting
question: Could it be that Berkshire ownership fosters longevity?
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I'would be remiss if T didn’t salute another key constituency that makes Berkshire special: our sharcholders.
Berkshire truly has an owner base untike that of any other giant corporation. That fact was demonstrated in
spades at last year’s annual meeting, where the shareholders were offered a proxy resolution:

RESOLVED: Whereas the corporation has more money than it needs and since the owners unlike
Warren are not multi billionaires, the board shall consider paying a meaningful ammal dividend on
the shares. :

The sponscring shareholder of that resolution never showed wp at the meeting, so his motion was not
officially proposed. Nevertheless, the proxy votes had been tallied, and they were enlightening,

Not surprisingly, the A shares — owned by relatively few shareholders, each with a large economic interest
—voted “no” on the dividend question by a margin of 89 to 1.

The remarkable vote was that of our B shareholders. They nuinber in the hundreds of thousands — perhaps
even totaling one million — and they voted 660,759,855 “no” and 13,927,026 “yes,” a ratio of about 47 to |.

Our directors recommnended a “no” vote but the company did not otherwise attempt to influence
shareholders. Nevertheless, 98% of the shaves voting said, in effect, “Don’t send us a dividend but instead
reinvest all of the earnings.” To have our fellow owners — large and small — be so in sync with our
managerial philosophy is both remarkable and rewarding,

I am a lucky fellow to have you as partners,

Warren E. Buffett
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Back in the 1980s and 1990s, tax rates for the rich were far higher, and my percentage rate was in
the middle of the pack. According to a theory I sometimes hear, I should have thrown a fit and
refused to invest because of the elevated tax rates on capital gains and dividends.

I didn’t refuse, nor did others. I have worked with investors for 60 years and I have yet to see
anyone — not even when capital gains rates were 39.9 percent in 1976-77 — shy away from a
sensible investment because of the tax rate on the potential gain. People invest to make money, and
potential taxes have never scared them off. And to those who argue that higher rates hurt job
creation, I would note that a net of nearly 40 million jobs were added between 1980 and 2000. You
know what’s happened since then: lower tax rates and far lower job creation.

Since 1992, the I.R.S. has compiled data from the returns of the 400 Americans reporting the
largest income. In 1992, the top 400 had aggregate taxable income of $16.9 billion and paid federal
taxes of 20.2 percent on that sum. In 2008, the aggregate income of the highest 400 had soared to
$90.9 billion — a staggering $227.4 million on average — but the rate paid had fallen to 21.5
percent.

The taxes 1 refer to here include only federal income tax, but you can be sure that any payroll tax for
the 400 was inconsequential compared to income. In fact, 88 of the 400 in 2008 reported no wages
at all, though every one of them reported capital gains. Some of my brethren may shun work but
they all like to invest. (I can relate to that.)

I know well many of the mega-rich and, by and large, they are very decent people. They love
America and appreciate the opportunity this country has given them. Many have joined the Giving
Pledge, promising to give most of their wealth to philanthropy. Most wouldn’t mind being told to
pay more in taxes as well, particularly when so many of their fellow citizens are truly suffering.

Twelve members of Congress will soon take on the crucial job of rearranging our country’s finances.
They've been instructed to devise a plan that reduces the 10-year deficit by at least $1.5 trillion, It’s
vital, however, that they achieve far more than that. Americans are rapidly losing faith in the ability
of Congress to deal with our country’s fiscal problems. Only action that is immediate, real and very
substantial will prevent that doubt from morphing into hopelessness. That feeling can create its
own reality.

Job one for the 12 is to pare down some future promises that even a rich America can't fulfill. Big
money must be saved here. The 12 should then turn to the issue of revenues. I would leave rates for
99.7 percent of taxpayers unchanged and continue the current 2-percentage-point reduction in the
employee contribution to the payroll tax. This cut helps the poor and the middle class, who need
every break they can get.

But for those making more than $1 million — there were 236,883 such households in 2009 -1
would raise rates immediately on taxable income in excess of $1 million, including, of course,

http://www.nytimes.com/2011/08/15/opinion/stop-coddling-the-super-rich.html?_r=1&pagewante... 9/20/2011



Stop Coddling the Super-Rich - NY Times.com Page 3 of 3

dividends and capital gains. And for those who make $10 million or more — there were 8,274 in
2009 — I would suggest an additional increase in rate.

My friends and I have been coddled long enough by a billionaire-friendly Congress. It’s time for our
government to get serious about shared sacrifice.

Warren E. Buffett is the chairman and chief executive of Berkshire Hathaway.
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