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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 
 

FORM 10-K 
 

 
[X] Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 

 
For the fiscal year ended December 31, 2008 

 
or 
 

[  ] Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
 

For the transition period from                  to                   
 

Commission  Exact name of registrant as specified in its charter;  IRS Employer 
File Number  State or other jurisdiction of incorporation or organization  Identification No. 

     
333-90553  MIDAMERICAN FUNDING, LLC  47-0819200 

  (An Iowa Limited Liability Company)   
  666 Grand Ave. Suite 500   
  Des Moines, Iowa 50309-2580   
  515-242-4300   

     
333-15387  MIDAMERICAN ENERGY COMPANY  42-1425214 

  (An Iowa Corporation)   
  666 Grand Ave., Suite 500   
  Des Moines, Iowa 50309-2580   
  515-242-4300   
     

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

 
Preferred Stock, $3.30 Series, no par value 
Preferred Stock, $3.75 Series, no par value 
Preferred Stock, $3.90 Series, no par value 
Preferred Stock, $4.20 Series, no par value 
Preferred Stock, $4.35 Series, no par value 
Preferred Stock, $4.40 Series, no par value 
Preferred Stock, $4.80 Series, no par value 

 
(Title of each Class) 

 
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  
 
MidAmerican Funding, LLC Yes   No  MidAmerican Energy Company  Yes   No  
 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. 
 
MidAmerican Funding, LLC Yes   No  MidAmerican Energy Company  Yes   No  
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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 (or for such shorter period that the registrant was required 
to file such reports), and (2) has been subject to such filing requirements for the past 90 days. 
 
MidAmerican Funding, LLC Yes   No  MidAmerican Energy Company Yes   No  
 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and 
will not be contained, to the best of registrants’ 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.  
 
Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers or smaller 
reporting companies. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in 
Rule 12b-2 of the Exchange Act.  
 

Large accelerated filers  Accelerated filers  Non-accelerated filers  Smaller reporting company   
 
Indicate by check mark whether either registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  
Yes   No   
 
All of the member’s equity of MidAmerican Funding, LLC is held by its parent company, MidAmerican Energy Holdings 
Company, as of January 31, 2009. 
 
All common stock of MidAmerican Energy Company is held by its parent company, MHC Inc., which is a direct, wholly 
owned subsidiary of MidAmerican Funding, LLC. As of January 31, 2009, 70,980,203 shares of MidAmerican Energy 
Company common stock, without par value, were outstanding. 
 
MidAmerican Funding, LLC and MidAmerican Energy Company meet the conditions set forth in General Instruction I(1)(a) 
and (b) of Form 10-K and are therefore filing this Form 10-K with the reduced disclosure format specified in General 
Instruction I(2) of Form 10-K. 
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MidAmerican Funding, LLC (“MidAmerican Funding”), and MidAmerican Energy Company (“MidAmerican Energy”), 
separately file this combined Form 10-K. Information relating to each individual registrant is filed by such registrant on its 
own behalf. Except for its subsidiaries, MidAmerican Energy makes no representation as to information relating to any other 
subsidiary of MidAmerican Funding. 
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Forward-Looking Statements 
 
This report contains statements that do not directly or exclusively relate to historical facts. These statements are ‘‘forward-
looking statements’’ within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements 
can typically be identified by the use of forward-looking words, such as ‘‘may,’’ ‘‘could,’’ ‘‘project,’’ ‘‘believe,’’ 
‘‘anticipate,’’ ‘‘expect,’’ ‘‘estimate,’’ ‘‘continue,’’ “intend,” ‘‘potential,’’ ‘‘plan,’’ ‘‘forecast,’’ and similar terms. These 
statements are based upon MidAmerican Funding’s and/or MidAmerican Energy’s current intentions, assumptions, 
expectations and beliefs and are subject to risks, uncertainties and other important factors. Many of these factors are outside 
the control of MidAmerican Funding or MidAmerican Energy and could cause actual results to differ materially from those 
expressed or implied by such forward-looking statements. These factors include, among others:  
 

• general economic, political and business conditions in the jurisdictions in which MidAmerican Energy’s 
facilities are located; 

• changes in governmental, legislative, or regulatory requirements affecting MidAmerican Energy or the electric 
or gas utility industries; 

• changes in, and compliance with, environmental laws, regulations, decisions and policies that could increase 
operating and capital improvement costs, reduce plant output or delay plant construction;  

• the outcome of general rate cases and other proceedings conducted by regulatory commissions or other 
governmental and legal bodies;  

• changes in economic, industry or weather conditions, as well as demographic trends, that could affect customer 
growth and usage or supply of electricity and gas; 

• a high degree of variance between actual and forecasted load and prices that could impact the hedging strategy 
and cost to balance electricity and load supply; 

• changes in prices and availability for both purchases and sales of wholesale electricity, coal, natural gas, other 
fuel sources and fuel transportation that could have a significant impact on generation capacity and energy 
costs; 

• the financial condition and creditworthiness of MidAmerican Energy’s significant customers and suppliers; 

• changes in business strategy or development plans; 

• availability, terms and deployment of capital, including severe reductions in demand for investment grade 
commercial paper, debt securities and other sources of debt financing and volatility in the London Interbank 
Offered Rate, the base interest rate for MidAmerican Energy’s credit facilities; 

• changes in MidAmerican Energy’s credit ratings; 

• increased collateral requirements in support of hedging activities and purchased power and fuel; 

• performance of MidAmerican Energy’s generating facilities, including unscheduled outages or repairs;  

• risks relating to nuclear generation; 

• the impact of derivative instruments used to mitigate or manage volume, price and interest rate risks and 
changes in the commodity prices, interest rates and other conditions that affect the value of the derivatives; 

• the impact of increases in healthcare costs and changes in interest rates, mortality, morbidity, investment 
performance and legislation on pension and other postretirement benefits expense and funding requirements; 

• unanticipated construction delays, changes in costs, receipt of required permits and authorizations, ability to 
fund capital projects and other factors that could affect future generating facilities and infrastructure additions; 

• the impact of new accounting pronouncements or changes in current accounting estimates and assumptions on 
financial results; 

• other risks or unforeseen events, including litigation and wars, the effects of terrorism, embargoes and other 
catastrophic events; and  
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• other business or investment considerations that may be disclosed from time to time in MidAmerican Funding’s 
or MidAmerican Energy’s filings with the United States (“U.S.”) Securities and Exchange Commission 
(“SEC”) or in other publicly disseminated written documents. 

Further details of the potential risks and uncertainties affecting MidAmerican Funding or MidAmerican Energy are described 
in their filings with the SEC, including Item 1A and other discussions contained in this Form 10-K. MidAmerican Funding 
and MidAmerican Energy undertake no obligation to publicly update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. The foregoing review of factors should not be construed as exclusive. 
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PART I 
 
Item 1. Business 
 
MidAmerican Funding is an Iowa limited liability company whose sole member is MidAmerican Energy Holdings Company 
(“MEHC”). MEHC, a holding company owning subsidiaries that are principally engaged in energy businesses, is a 
consolidated subsidiary of Berkshire Hathaway Inc. (“Berkshire Hathaway”). MidAmerican Funding, a holding company, 
owns all of the outstanding common stock of MHC Inc. (“MHC”), which is a holding company owning all of the common 
stock of MidAmerican Energy; InterCoast Capital Company (“InterCoast Capital”); Midwest Capital Group, Inc. (“Midwest 
Capital”); MEC Construction Services Co. (“MEC Construction”); and MidAmerican Services Company (“MidAmerican 
Services”). MidAmerican Energy is a public utility company headquartered in Des Moines, Iowa, and incorporated in the 
state of Iowa. MHC, MidAmerican Funding and MEHC are also headquartered in Des Moines, Iowa. 
 
On March 1, 2006, MEHC and Berkshire Hathaway entered into an Equity Commitment Agreement (“Berkshire Equity 
Commitment”) pursuant to which Berkshire Hathaway has agreed to purchase up to $3.5 billion of MEHC’s common equity 
upon any requests authorized from time to time by MEHC’s Board of Directors. The proceeds of any such equity contribution 
shall be used for the purpose of (i) paying when due MEHC’s debt obligations and (ii) funding the general corporate purposes 
and capital requirements of MEHC’s regulated subsidiaries, including MidAmerican Energy. Berkshire Hathaway will have up 
to 180 days to fund any such request in increments of at least $250 million pursuant to one or more drawings authorized by 
MEHC’s Board of Directors. The funding of each drawing will be made by means of a cash equity contribution to MEHC in 
exchange for additional shares of MEHC’s common stock. MidAmerican Energy has no right to make or to cause MEHC to 
make any equity contribution requests. The Berkshire Equity Commitment expires on February 28, 2011. 
 

MIDAMERICAN FUNDING AND MHC 
 
MidAmerican Funding conducts no business other than activities related to its debt securities and the ownership of MHC. 
MHC conducts no business other than the ownership of its subsidiaries. MHC’s interests include 100% of the common stock 
of MidAmerican Energy, InterCoast Capital, Midwest Capital, MidAmerican Services and MEC Construction. MidAmerican 
Energy accounts for the predominant part of MidAmerican Funding’s and MHC’s assets, revenues and earnings. Financial 
information on MidAmerican Funding’s segments of business is in Note 15 of Notes to Consolidated Financial Statements in 
Item 8 of this Form 10-K. 
 
As of December 31, 2008, MidAmerican Funding and its subsidiaries had 3,649 employees. 
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MIDAMERICAN ENERGY 

 
MidAmerican Energy is a public utility company headquartered in Iowa with $8.5 billion of assets as of December 31, 2008, 
and operating revenues for 2008 totaling $4.7 billion. MidAmerican Energy is principally engaged in the business of 
generating, transmitting, distributing and selling electricity and in distributing, selling and transporting natural gas. 
MidAmerican Energy distributes electricity at retail in Council Bluffs, Des Moines, Fort Dodge, Iowa City, Sioux City and 
Waterloo, Iowa; the Quad Cities (Davenport and Bettendorf, Iowa and Rock Island, Moline and East Moline, Illinois); and a 
number of adjacent communities and areas. It also distributes natural gas at retail in Cedar Rapids, Des Moines, Fort Dodge, 
Iowa City, Sioux City and Waterloo, Iowa; the Quad Cities; Sioux Falls, South Dakota; and a number of adjacent 
communities and areas. Additionally, MidAmerican Energy transports natural gas through its distribution system for a 
number of end-use customers who have independently secured their supply of natural gas. As of December 31, 2008, 
MidAmerican Energy had approximately 723,000 regulated retail electric customers and 704,000 regulated retail and 
transportation natural gas customers. 
 
In addition to retail sales and natural gas transportation, MidAmerican Energy sells electric energy to markets operated by 
regional transmission organizations and electric energy and natural gas to other utilities, municipalities and marketers. These 
sales are referred to as wholesale sales.  
 
MidAmerican Energy’s regulated electric and natural gas operations are conducted under numerous franchise agreements, 
certificates, permits and licenses obtained from federal, state and local authorities. The franchise agreements, with various 
expiration dates, are typically for 25-year terms. 
 
MidAmerican Energy has a diverse customer base consisting of residential, agricultural, and a variety of commercial and 
industrial customer groups. Some of the larger industrial groups served by MidAmerican Energy include the processing and 
sales of food products; the manufacturing, processing and fabrication of primary metals; farm and other non-electrical 
machinery; real estate; and cement and gypsum products. 
 
MidAmerican Energy also conducts a number of nonregulated business activities. Refer to the “Nonregulated Energy 
Operations” section later in this Item 1 for further discussion. 
 
Financial information on MidAmerican Energy’s segments of business is in Note 15 of Notes to Consolidated Financial 
Statements in Item 8 of this Form 10-K. 
 
MidAmerican Energy’s operating revenues were derived from the following business activities for the years ended 
December 31.  
 
 2008  2007  2006 
      
Regulated electric  43%   45%   52% 
Regulated gas  29   28   32 
Nonregulated  28   27   16 
  100%   100%   100% 
 
As of December 31, 2008, MidAmerican Energy had 3,649 employees, of which 1,673 were covered by union contracts. 
MidAmerican Energy has three separate contracts with locals of the International Brotherhood of Electrical Workers 
(“IBEW”), the United Association of Plumbers and Pipefitters, and the United Steel, Paper and Forestry, Rubber, 
Manufacturing, Energy, Allied International and Service Workers International Union. One contract with IBEW locals 109 
and 499 expires April 30, 2009, and covers 1,611 employee members.  
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 8

Regulated Electric Operations 
 
Customers 
 
The percentages of electricity sold to retail and wholesale customers by class of customer, total gigawatt hours (“GWh”) sold, 
and the average number of retail customers for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Residential  17%   18%   18% 
Small general service (1)  12   12   13 
Large general service (2)  25   27   28 
Other  4   5   5 

Retail  58   62   64 
Wholesale (3)  42   38   36 

Total retail and wholesale  100%   100%   100% 
      

Total GWh sold 36,061  33,614  30,999 
Total average number of retail customers (in millions)  0.7   0.7   0.7 
 
(1) Generally includes commercial and industrial customers with a demand of 200 kilowatts or less. 
  
(2) Generally includes commercial and industrial customers with a demand of more than 200 kilowatts. 
  
(3) Wholesale generally includes sales of energy at wholesale to markets operated by regional transmission organizations, and to other utilities, 

municipalities and marketers for resale to ultimate customers. 
 
The percentages of electricity sold to retail customers by jurisdiction for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Iowa  90%   90%   90% 
Illinois  9   9   9 
South Dakota  1   1   1 
  100%   100%   100% 
 
There are seasonal variations in MidAmerican Energy’s electric business that are principally related to the use of electricity 
for air conditioning. Typically, 35-40% of MidAmerican Energy’s regulated electric revenues are reported in the months of 
June, July, August and September. 
 
The annual hourly peak demand on MidAmerican Energy’s electric system usually occurs as a result of air conditioning use 
during the cooling season. On August 13, 2007, retail customer usage of electricity caused a record hourly peak demand of 
4,240 megawatts (“MW”) on MidAmerican Energy’s electric system. For 2008, MidAmerican Energy recorded an hourly 
peak demand of 4,210 MW on July 31. 
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Power and Fuel Supply 
 
The following table shows the percentages of MidAmerican Energy’s total energy supplied by energy source for the years 
ended December 31: 
 
 2008  2007  2006 
      
Coal  59%   56%   55% 
Nuclear  10   10   11 
Natural gas  3   3   3 
Other   6   5   3 

Total MidAmerican Energy-owned generation  78   74   72 
Energy purchased – long-term contracts  8   7   7 
Energy purchased – short-term contracts and spot market  14   19   21 
  100%   100%   100% 
 
The percentage of MidAmerican Energy’s energy requirements generated by its facilities will vary from year to year and is 
affected by factors such as planned and unplanned outages, the availability and price of fuels, weather, environmental 
considerations and the market price of electricity. 
 
MidAmerican Energy is exposed to fluctuations in energy costs relating to retail sales in Iowa and Illinois as it does not have 
an energy adjustment mechanism in those jurisdictions. In Illinois, base rates were adjusted to include recoveries at average 
2004-2005 energy cost levels beginning January 1, 2007, and regulatory approval is required for any base rate changes. 
MidAmerican Energy may not petition for reinstatement of the Illinois fuel adjustment clause until November 2011. Under 
its current South Dakota electric tariffs, MidAmerican Energy is allowed to recover fluctuations in the cost of purchased 
energy and all fuels used for retail electric generation through a fuel cost adjustment clause. 
 
All of the coal-fired generating stations operated by MidAmerican Energy are fueled by low-sulfur, western coal from the 
Powder River Basin in northeast Wyoming and southeast Montana. MidAmerican Energy’s coal supply portfolio includes 
multiple suppliers and mines under short-term and multi-year agreements of varying terms and quantities. MidAmerican 
Energy’s coal supply portfolio has a substantial majority of its expected 2009 requirements under fixed-price contracts. 
MidAmerican Energy regularly monitors the western coal market for opportunities to enhance its coal supply portfolio. 
Additional information regarding MidAmerican Energy’s coal supply contracts is in Note 14 of Notes to Consolidated 
Financial Statements in Item 8 of this Form 10-K. 
 
MidAmerican Energy has a long-term coal transportation agreement with Union Pacific Railroad Company (“Union 
Pacific”). Under this agreement, Union Pacific delivers coal directly to MidAmerican Energy’s George Neal and Walter 
Scott, Jr. Energy Centers and to an interchange point with the Iowa, Chicago & Eastern Railroad Corporation for short-haul 
delivery to the Louisa and Riverside Energy Centers. MidAmerican Energy has the ability to use BNSF Railway Company 
for delivery of a small amount of coal to the Walter Scott, Jr., Louisa and Riverside Energy Centers should the need arise.  
 
MidAmerican Energy is a 25% joint owner of Quad Cities Generating Station Units 1 and 2 (“Quad Cities Station”), a 
nuclear power plant. Exelon Generation Company, LLC (“Exelon Generation”), the 75% joint owner and the operator of 
Quad Cities Station, is a subsidiary of Exelon Corporation. Approximately one-third of the nuclear fuel assemblies in each 
reactor core at Quad Cities Station is replaced every 24 months. MidAmerican Energy has been advised by Exelon 
Generation that the following requirements for Quad Cities Station can be met under existing supplies or commitments: 
uranium requirements through 2010 and partial requirements through 2016; uranium conversion requirements through 2010 
and partial requirements through 2011; enrichment requirements through 2010 and partial requirements through 2028; and 
fuel fabrication requirements through 2019. MidAmerican Energy has been advised by Exelon Generation that it does not 
anticipate it will have difficulty in contracting for uranium, uranium conversion, enrichment or fabrication of nuclear fuel 
needed to operate Quad Cities Station during these time periods.  
 
MidAmerican Energy uses natural gas and oil as fuel for intermediate and peak demand electric generation, igniter fuel, 
transmission support and standby purposes. These sources are presently in adequate supply and available to meet 
MidAmerican Energy’s needs. 
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MidAmerican Energy continues to pursue renewable resources as a viable, economical and environmentally prudent means 
of generating electricity and reaching emission reduction targets. The benefits of energy from renewable resources include 
low to no emissions and typically little or no fossil fuel requirements. The intermittent nature of some renewable resources, 
such as wind, is complemented by MidAmerican Energy’s other generating resources and wholesale transactions, which are 
important to integrating intermittent wind resources into the electric system. MidAmerican Energy has qualifying wind-
powered facilities that are eligible for federal renewable electricity production tax credits (“PTC’s”) for ten years from the 
date the facilities were placed in service. In February 2009, legislation was passed extending the date by which such facilities 
must be placed in service to be eligible for PTCs to December 31, 2012. 
 
In addition to its portfolio of generating facilities, MidAmerican Energy purchases electricity in the wholesale markets to 
meet its retail load and long-term wholesale sales obligations for system balancing requirements and to enhance the efficient 
use of its generating capacity over the long-term. Generation can vary with the levels of outages, wind generation conditions, 
operational factors and transmission constraints. Retail load can vary with the weather, distribution system outages, consumer 
trends and the level of economic activity. In addition, MidAmerican Energy purchases electricity in the wholesale markets 
when it is more economical than generating it at its own facilities. MidAmerican Energy may also sell into the wholesale 
market excess electricity arising from imbalances between generation and retail load obligations, subject to pricing and 
transmission constraints. Many of MidAmerican Energy’s purchased electricity contracts have fixed-price components, 
which provide some protection against price volatility. 
 
MidAmerican Energy’s total accredited net generating capability in the summer of 2008 was 5,361 MW, including 120 MW 
of net capacity purchases. Capacity purchases include 250 MW of capacity from Cooper Nuclear Station through a power 
purchase agreement with the Nebraska Public Power District expiring January 1, 2010. Accredited net generating capability 
represents the amount of generation available to meet the requirements on MidAmerican Energy’s system and consists of 
MidAmerican Energy-owned generation and the net amount of capacity purchases and sales. Accredited capacity may vary 
from the nameplate, or design, capacity ratings, particularly for wind turbines whose output is dependent upon wind levels at 
any given time. Additionally, the actual amount of generating capacity available at any time may be less than the accredited 
capacity due to regulatory restrictions, transmission constraints, fuel restrictions and generating units being temporarily out of 
service for inspection, maintenance, refueling, modifications or other reasons.  
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The following table presents certain information concerning MidAmerican Energy’s owned power generating facilities as of 
December 31, 2008. 
 
    Energy  Year  Facility Net  Net MW 

Generating Facility  Location  Source  Installed  Capacity (MW)(1)  Owned(1) 

COAL:           
George Neal Unit No. 1  Sergeant Bluff, IA  Coal  1964    135   135 
George Neal Unit No. 2  Sergeant Bluff, IA  Coal  1972    289   289 
George Neal Unit No. 3  Sergeant Bluff, IA  Coal  1975    515   371 
George Neal Unit No. 4  Salix, IA  Coal  1979    644   261 
Louisa   Muscatine, IA  Coal  1983    745   656 
Ottumwa  Ottumwa, IA  Coal  1981    710   369 
Riverside Unit No. 3  Bettendorf, IA  Coal  1925    5   5 
Riverside Unit No. 5  Bettendorf, IA  Coal  1961    130   130 
Walter Scott, Jr. Unit No. 1  Council Bluffs, IA  Coal  1954    45   45 
Walter Scott, Jr. Unit No. 2  Council Bluffs, IA  Coal  1958    88   88 
Walter Scott, Jr. Unit No. 3  Council Bluffs, IA  Coal  1978    690   546 
Walter Scott, Jr. Unit No. 4  Council Bluffs, IA  Coal  2007    800   477 

          4,796   3,372 
NATURAL GAS AND OTHER:           

Greater Des Moines  Pleasant Hill, IA  Gas  2003-04    494   494 
Coralville   Coralville, IA  Gas  1970    64   64 
Electrifarm   Waterloo, IA  Gas or Oil  1975-78    198   198 
Moline   Moline, IL  Gas  1970    64   64 
Parr   Charles City, IA  Gas  1969    32   32 
Pleasant Hill  Pleasant Hill, IA  Gas or Oil  1990-94    160   160 
River Hills  Des Moines, IA  Gas  1966-67    117   117 
Sycamore  Johnston, IA  Gas or Oil  1974   149   149 
28 portable power modules  Various  Oil  2000    56   56 

          1,334   1,334 
NUCLEAR:           

Quad Cities Unit No. 1  Cordova, IL  Uranium  1972   872   218 
Quad Cities Unit No. 2  Cordova, IL  Uranium  1972    868   217 

          1,740   435 
WIND:           

Adair  Adair, IA  Wind  2008   175   175 
Carroll  Carroll, IA  Wind  2008   150   150 
Century  Blairsburg, IA  Wind  2005-08   200   200 
Charles City  Charles City, IA  Wind  2008   75   75 
Intrepid  Schaller, IA  Wind  2004-05   176   176 
Pomeroy  Pomeroy, IA  Wind  2007-08   256   256 
Victory  Westside, IA  Wind  2006   99   99 
Walnut  Walnut, IA  Wind  2008    153   153 

          1,284   1,284 
HYDROELECTRIC:           

Moline Unit Nos. 1-4  Moline, IL Mississippi River 1941    3   3 
TOTAL AVAILABLE GENERATING CAPACITY        9,157   6,428 
         
ACCREDITED GENERATING CAPACITY        7,970   5,241 
         
(1) Facility Net Capacity (MW) represents (except for wind-powered generation facilities, which are nameplate ratings) total plant accredited net 

generating capacity from the summer of 2008 based on MidAmerican Energy’s accreditation approved by the Mid-Continent Area Power Pool. 
The difference between total available generating capacity and accredited generating capacity is that the accreditation of the wind-powered 
generation facilities is considerably less than the nameplate rating due to the varying nature of wind and that the Adair, Carroll and Walnut 
wind-powered generation facilities and 58 MW of the Pomeroy wind-powered generation facilities were placed in service subsequent to the 
2008 summer accreditation. Net MW Owned indicates MidAmerican Energy’s ownership of Facility Net Capacity. 
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Transmission and Distribution 
 
MidAmerican Energy operates a balancing authority area in its service territory, a geographic area with electric systems that 
control generation to maintain schedules with other balancing authority areas and ensure reliable operations. In operating the 
balancing authority area, MidAmerican Energy is responsible for continuously balancing electric supply and demand by 
dispatching generating resources and interchange transactions so that generation internal to the balancing authority area, plus 
net imported power, matches customer loads. MidAmerican Energy also schedules deliveries of energy over its transmission 
system in accordance with FERC requirements. 
 
MidAmerican Energy is interconnected with utilities in Iowa and neighboring states and is part of the Eastern 
Interconnection. MidAmerican Energy is also a party to an electric generation reserve sharing pool and regional transmission 
group administered by the Mid-Continent Area Power Pool (“MAPP”). MAPP is a voluntary association of electric utilities 
doing business in Minnesota, Nebraska, North Dakota and the Canadian provinces of Saskatchewan and Manitoba and 
portions of Iowa, Montana, South Dakota and Wisconsin. Its membership also includes power marketers, regulatory agencies 
and independent power producers. MAPP performs functions including administration of its short-term regional Open Access 
Transmission Tariff (“OATT”), coordination of regional planning and operations and operation of the generation reserve 
sharing pool. As a MAPP member, MidAmerican Energy conducts transmission and wholesale power transactions using 
MAPP member interconnected transmission facilities in accordance with the MAPP OATT and participates in the generation 
reserve sharing pool to support its operations. 
 
Each MAPP generation reserve participant is required to maintain for emergency purposes a net generating capability reserve 
of 15% above its system peak demand, including net capacity purchases and sales, for each month. MidAmerican Energy’s 
reserve margin at peak demand for 2008 was approximately 27%. MidAmerican Energy believes it has adequate electric 
capacity reserve through 2013. However, significantly higher-than-normal temperatures during the cooling season could 
cause MidAmerican Energy’s reserve to fall below the 15% MAPP requirement.  
 
MidAmerican Energy can transact with a substantial number of parties through its participation in MAPP and through its 
direct interconnections to the Midwest Independent Transmission System Operator, Inc. (“MISO”), Southwest Power Pool, 
Inc., and PJM Interconnection, L.L.C. regional transmission organizations (“RTO”s) and several other major transmission-
owning utilities in the region. Under normal operating conditions, MidAmerican Energy’s transmission system has adequate 
capacity to deliver energy to MidAmerican Energy’s distribution system and to export and import energy with other 
interconnected systems.  
 
Regulated Natural Gas Operations 
 
Customers 
 
MidAmerican Energy is engaged in the procurement, transportation, storage and distribution of natural gas for customers in 
the Midwest. MidAmerican Energy purchases natural gas from various suppliers, transports it from the production areas to 
MidAmerican Energy’s service territory under contracts with interstate pipelines, stores it in various storage facilities to 
manage fluctuations in system demand and seasonal pricing, and delivers it to customers through MidAmerican Energy’s 
distribution system. MidAmerican Energy sells natural gas and transportation services to end-use customers and natural gas 
to other utilities, municipalities and marketers. MidAmerican Energy also transports natural gas through its distribution 
system for a number of end-use customers who have independently secured their supply of natural gas. During 2008, 44% of 
the total natural gas delivered through MidAmerican Energy’s system for end-use customers was under natural gas 
transportation service. 
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The percentages of natural gas sold to retail and wholesale customers by class of customer for the years ended December 31 
were as follows: 
 
 2008  2007  2006 
      
Residential  42%   40%   37% 
Small general service (1)  21   19   18 
Large general service (1)  4   4   4 
 Retail  67   63   59 
Wholesale (2)  33   37   41 
  100%   100%   100% 
 
(1) Small and large general service customers are classified primarily based on the nature of their business and natural gas usage. Small general 

service customers are business customers whose natural gas usage is principally for heating. Large general service customers are business 
customers whose principal natural gas usage is for their manufacturing processes. 

  
(2) Wholesale generally includes other utilities, municipalities and marketers to whom natural gas is sold at wholesale for eventual resale to end-use 

customers. 
 
The percentages of natural gas sold to retail customers by jurisdiction for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Iowa  77%   77%   77% 
South Dakota  12   12   12 
Illinois  10   10   10 
Nebraska  1   1   1 
  100%   100%   100% 
 
There are seasonal variations in MidAmerican Energy’s gas business that are principally due to the use of natural gas for 
heating. Typically, 45-55% of MidAmerican Energy’s regulated gas revenues are reported in the months of January, 
February, March and December. 
 
On January 15, 2009, MidAmerican Energy recorded its all-time highest peak-day delivery of 1,147,599 decatherms (“Dth”). 
This peak-day delivery consisted of approximately 75% traditional sales service and 25% transportation service of customer-
owned gas. The supply sources utilized by MidAmerican Energy to meet the peak-day deliveries to its traditional sales 
service customers were:  
 
 Thousands  Percent 
 of  of 
 Dths  Total 
    
Leased storage and peak shaving plants  293   34% 
Firm supply  562   66 
  855   100% 
 
Fuel Supply and Capacity 
 
MidAmerican Energy is allowed to recover its cost of gas from all of its regulated gas customers through purchased gas 
adjustment clauses. Accordingly, as long as MidAmerican Energy is prudent in its procurement practices, MidAmerican 
Energy’s regulated gas customers retain the risk associated with the market price of natural gas. MidAmerican Energy uses 
several strategies designed to reduce the market price risk for its gas customers while maintaining system reliability, 
including a geographically diverse supply portfolio purchased from a number of producers and third party marketers, the use 
of storage gas and peak shaving facilities, sharing arrangements to share savings and costs with customers, and short- and 
long-term financial and physical gas purchase agreements.  
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MidAmerican Energy attempts to optimize the value of its regulated assets by engaging in wholesale transactions. Iowa 
Utilities Board (“IUB”) and South Dakota Public Utilities Commission (“SDPUC”) rulings have allowed MidAmerican 
Energy to retain 50% of the respective jurisdictional margins earned on wholesales sales of natural gas, with the remaining 
50% being returned to customers through the purchased gas adjustment clauses discussed above. 
 
MidAmerican Energy has rights to firm pipeline capacity to transport natural gas to its service territory through direct 
interconnects to the pipeline systems of several interstate natural gas pipeline systems, including Northern Natural Gas 
Company, an affiliate company. At times, the capacity available through MidAmerican Energy’s firm capacity portfolio may 
exceed the demand on MidAmerican Energy’s distribution system. Firm capacity in excess of MidAmerican Energy’s system 
needs can be resold to other companies to achieve optimum use of the available capacity. Past IUB and SDPUC rulings have 
allowed MidAmerican Energy to retain 30% of the respective jurisdictional margins earned on the resold capacity, with the 
remaining 70% being returned to customers through the purchased gas adjustment clauses.  
 
MidAmerican Energy utilizes leased gas storage to meet peak day requirements and to manage the daily changes in demand 
due to changes in weather. The storage gas is typically replaced during off-peak months when the demand for natural gas is 
historically lower than during the heating season. In addition, MidAmerican Energy also utilizes three liquefied natural gas 
plants and two propane-air plants to meet peak day demands in the winter. The storage and peak shaving facilities reduce 
MidAmerican Energy’s dependence on natural gas purchases during the volatile winter heating season. MidAmerican Energy 
can deliver approximately 50% of its design day sales requirements from its storage and peak shaving supply sources. 
 
In 1995, the IUB gave initial approval of MidAmerican Energy’s Incentive Gas Supply Procurement Program. In December 
2006, the IUB extended the program through October 31, 2010. Under the program, as amended, MidAmerican Energy is 
required to file with the IUB every six months a comparison of its gas procurement costs to a reference price. If 
MidAmerican Energy’s cost of gas for the period is less or greater than an established tolerance band around the reference 
price, then MidAmerican Energy shares a portion of the savings or costs with customers. A similar program is currently in 
effect in South Dakota through October 31, 2010. Since the implementation of the program, MidAmerican Energy has 
successfully achieved and shared savings with its gas customers. Refer to the “Nonregulated Energy Operations” section for 
additional information. 
 
MidAmerican Energy has multiple pipeline interconnections into several of its larger communities. Multiple pipeline 
interconnects create competition among pipeline suppliers for transportation capacity to serve those communities, thus 
reducing costs. In addition, multiple pipeline interconnections give MidAmerican Energy the ability to optimize delivery of 
the lowest cost supply from the various supply basins into these communities and increase delivery reliability. Benefits to 
MidAmerican Energy’s system customers are shared with all jurisdictions through a consolidated purchased gas adjustment 
clause. 
 
MidAmerican Energy does not anticipate difficulties in meeting its future demands through the use of its supply portfolio and 
pipeline interconnections for the foreseeable future. 
 
Demand-Side Management 
 
MidAmerican Energy has provided a comprehensive set of demand-side management programs to its Iowa electric and gas 
customers since 1990 and, beginning in 2008, its Illinois electric and gas customers. The programs are designed to reduce 
energy consumption and more effectively manage when energy is used, including management of seasonal peak loads. 
Current programs offer services to customers such as energy engineering audits and information on how to improve the 
efficiency of their homes and businesses. To assist customers in investing in energy efficiency, MidAmerican Energy offers 
rebates or incentives encouraging the purchase and installation of  high-efficiency equipment such as lighting, heating and 
cooling equipment, weatherization, motors, process equipment and systems, as well as incentives for efficient construction. 
Incentives are also paid to solicit participation in load management programs by residential and business customers through 
programs such as MidAmerican Energy’s residential and large commercial and industrial air conditioner load control 
programs. Subject to random prudence reviews, state regulation allows for contemporaneous recovery of costs incurred for 
the demand-side management programs through state-specific energy efficiency service charges paid by all retail electric and 
gas customers. In 2008, $48 million was expended on the demand-side management programs resulting in an estimated 
318  MW of electric and 5,598 Dth/day of gas peak load management. 
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Nonregulated Energy Operations 
 
MidAmerican Energy’s nonregulated energy operations include a variety of activities outside of the traditional regulated 
electric and natural gas services, including nonregulated electric and natural gas sales and gas income-sharing arrangements. 
Nonregulated electric activities include nonregulated retail and wholesale operations. MidAmerican Energy’s nonregulated 
retail electric marketing services provide electric supply services to retail customers predominantly in Illinois, but also in 
Michigan, Maryland, Delaware, Texas and the District of Columbia. MidAmerican Energy’s nonregulated retail electric 
marketing services have expanded significantly in Illinois as a result of that market becoming fully open to competition on 
January 1, 2007, when the major electric distribution companies in Illinois began increasing their purchases of energy on the 
open market as their existing contracts expired. MidAmerican Energy’s nonregulated gas marketing services operate in Iowa, 
Illinois, Michigan, South Dakota and Nebraska. MidAmerican Energy purchases gas from producers and third party 
marketers and sells it directly to commercial and industrial end-users, as well as wholesalers. In addition, MidAmerican 
Energy manages gas supplies for a number of smaller commercial end-users, which includes the sale of gas to these 
customers to meet their supply requirements. 
 
Nonregulated energy operations also include earnings from sharing arrangements under applicable state regulations and 
tariffs filed with the IUB and the SDPUC for MidAmerican Energy’s regulated natural gas operations. Refer to the preceding 
“Regulated Natural Gas Operations” section of this Item 1 for further discussion of the sharing arrangements and the gas 
procurement program. 
 
General Regulation 
 
State Regulation 
 
MidAmerican Energy is regulated by the IUB as to retail rates, services, construction of utility property and in other respects 
as provided by the laws of Iowa. MidAmerican Energy is regulated by the Illinois Commerce Commission (“ICC”) as to 
bundled retail rates, unbundled delivery services, services that have not been declared to be competitive, aspects of 
competitive gas sales in Illinois, issuance of securities, affiliate transactions, construction, acquisition and sale of utility 
property, acquisition and sale of securities and in other respects as provided by the laws of Illinois. MidAmerican Energy is 
also subject to regulation by the SDPUC as to electric and gas retail rates and service as provided by the laws of South 
Dakota. 
 
The IUB has approved over the past several years a series of electric settlement agreements between MidAmerican Energy, 
the Iowa Office of Consumer Advocate (“OCA”) and other intervenors, under which MidAmerican Energy has agreed not to 
seek a general increase in electric base rates to become effective prior to January 1, 2014, unless its Iowa jurisdictional 
electric return on equity for any year covered by the applicable agreement falls below 10%, computed as prescribed in each 
respective agreement. Prior to filing for a general increase in electric rates, MidAmerican Energy is required to conduct 30 
days of good faith negotiations with the signatories to the settlement agreements to attempt to avoid a general increase in 
rates. As a party to the settlement agreements, the OCA has agreed not to request or support any decrease in MidAmerican 
Energy’s Iowa electric base rates to become effective prior to January 1, 2014. The settlement agreements specifically allow 
the IUB to approve or order electric rate design or cost of service rate changes that could result in changes to rates for specific 
customers as long as such changes do not result in an overall increase in revenues for MidAmerican Energy. Additionally, the 
settlement agreements also each provide that revenues associated with Iowa retail electric returns on equity within specified 
ranges will be shared with customers. See Note 4 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K 
for additional discussion of these settlements.  
 
Under Iowa law, there are two options for temporary collection of higher rates following the filing of a request for a rate 
increase. Collection can begin, subject to refund, either (1) within 10 days of filing, without IUB review, or (2) 90 days after 
filing, with approval by the IUB, depending upon the ratemaking principles and precedents utilized. In either case, if the IUB 
has not issued a final order within ten months after the filing date, the temporary rates become final and any difference 
between the requested rate increase and the temporary rates may then be collected subject to refund until receipt of a final 
order. Exceptions to the ten-month limitation provide for extensions due to a utility’s lack of due diligence in the rate 
proceeding, judicial appeals and situations involving new generating units being placed in service.  
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Under Illinois law, new rates may become effective 45 days after filing with the ICC, or on such earlier date as the ICC may 
approve, subject to its authority to suspend the proposed new rates, subject to hearing, for a period not to exceed 
approximately eleven months after filing.  
 
South Dakota law authorizes the SDPUC to suspend new rates for up to six months during the pendency of rate proceedings; 
however, the rates are permitted to be implemented six months after the filing of a request for a rate increase subject to refund 
pending a final order in the proceeding. 
 
MidAmerican Energy’s cost of gas is collected for each jurisdiction in its gas rates through a uniform purchased gas 
adjustment clause (“PGA”), which is updated monthly to reflect changes in actual costs. Subject to prudence reviews, the 
PGA accomplishes a pass-through of MidAmerican Energy’s cost of gas to its customers and, accordingly, has no direct 
affect on net income. MidAmerican Energy’s Iowa and Illinois energy efficiency program costs are collected through 
separately established rates that are adjusted annually based on actual and expected costs, as approved by the IUB and ICC, 
respectively. As such, recovery of energy efficiency program costs have an insignificant impact on net income. 
 
Federal Regulation 
 
The Federal Energy Regulatory Commission (“FERC”) is an independent agency with broad authority to implement 
provisions of the Federal Power Act, the Natural Gas Act, the Energy Policy Act and other federal statutes. The FERC 
regulates rates for interstate sales of electricity at wholesale, transmission of electric power, including pricing and expansion 
of the transmission system, electric system reliability, utility holding companies, accounting, securities issuances and other 
matters, and has the enforcement authority to assess civil penalties of up to $1 million per day for violations of rules, 
regulations and orders issued under the Federal Power Act. MidAmerican Energy has implemented programs to be fully 
compliant with the FERC regulations described below, including having instituted compliance monitoring procedures. 
MidAmerican Energy is also subject to regulation by the Nuclear Regulatory Commission (“NRC”) pursuant to the Atomic 
Energy Act of 1954, as amended (“Atomic Energy Act”), with respect to the operation of the Quad Cities Station.  
 
Wholesale Electricity and Capacity 
 
The FERC regulates MidAmerican Energy’s rates charged to wholesale customers for electricity, capacity and transmission 
services. Most of MidAmerican Energy’s electric wholesale sales and purchases take place under market-based rate authority 
granted by the FERC and are therefore subject to market volatility. The FERC conducts a triennial review of MidAmerican 
Energy’s market-based pricing authority. MidAmerican Energy must demonstrate the lack of generation market power in 
order to charge market-based rates for sales of wholesale electricity and electric generation capacity in its balancing authority 
area. Under the FERC’s market-based rules, MidAmerican Energy must file a notice of change in status when 100 MW of 
incremental generation becomes operational. In June 2008, MidAmerican Energy made its scheduled triennial filing which 
the FERC accepted in October 2008 and confirmed that MidAmerican Energy is authorized to sell at market-based rates 
outside of its balancing authority area. MidAmerican Energy made another required triennial filing combined with a change 
in status notice relating to new generation in December 2008 which is pending before the FERC. MidAmerican Energy’s 
next triennial filings will be due in June and December 2011. 
 
The FERC continues to address and modify its rules and their application with respect to market-based wholesale 
transactions. Rules impacting transmission cost and availability significantly impact MidAmerican Energy’s wholesale 
transactions. 
 
Transmission System 
 
The FERC regulates MidAmerican Energy’s wholesale transmission services. The regulations require MidAmerican Energy 
to provide open access transmission service at cost-based rates. The FERC also regulates unbundled transmission service to 
retail customers. These services are offered on a non-discriminatory basis, meaning that all potential customers are provided 
an equal opportunity to access the transmission system. MidAmerican Energy’s transmission services are managed and 
operated independently from its wholesale marketing activities in accordance with the FERC Standards of Conduct. 
MidAmerican Energy is not part of an RTO, but it has hired an independent transmission service coordinator (“TSC”) to 
administer through August 2009 various MidAmerican Energy OATT functions. The FERC approved MidAmerican 
Energy’s selection of the TSC and the related agreement. MidAmerican Energy is evaluating the merits of participating in an 
RTO market.  
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In FERC Order No. 890, 890-A and 890-B, the FERC adopted rules designed to strengthen its pro forma OATT by providing 
greater specificity and increasing transparency. The most significant revisions to the pro forma OATT relate to the 
development of more consistent methodologies for calculating available transfer capability, changes to the transmission 
planning process, changes to the pricing of certain generator and energy imbalances to encourage efficient scheduling 
behavior and to exempt intermittent generators, and changes regarding long-term point-to-point transmission service, 
including the addition of conditional firm long-term point-to-point transmission service, and generation redispatch. As a 
transmission provider with an OATT on file with the FERC, MidAmerican Energy is required to comply with the 
requirements of the new rule and has made a series of compliance filings as required by the orders, some of which are still 
pending approval from the FERC, amending its OATT to implement the provisions of the new rule. The new rule is not 
anticipated to have a significant impact on MidAmerican Energy’s financial results or its transmission operations, planning 
and wholesale marketing functions. 
 
The FERC has approved 88 reliability standards developed by the North American Electric Reliability Corporation 
(“NERC”). Responsibility for compliance and enforcement of these standards has been given to the Midwest Reliability 
Organization (“MRO”) for MidAmerican Energy. The 88 standards comprise over 600 requirements and sub-requirements 
with which MidAmerican Energy must comply. MidAmerican Energy expects that the existing standards will change as a 
result of modifications, guidance and clarification following industry implementation and ongoing audits and enforcement. In 
January 2008, the FERC approved eight additional cyber security and critical infrastructure protection standards proposed by 
the NERC. The additional standards became mandatory and enforceable in April 2008. MidAmerican Energy cannot predict 
the effect that these standards will have on its financial results; however, they will likely require increased expenditures for 
cyber security and other systems for its critical assets and may have a significant impact on transmission operations and 
resource planning functions. In September 2008, the MRO issued a public report to the NERC stating MidAmerican Energy 
was found to be 100% compliant with the 47 audited NERC and MRO standards based on a MRO on-site audit conducted in 
August 2008. 
 
Refer to Note 4 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional discussion of 
matters affecting utility regulation. 
 
Nuclear Regulation 
 

General 
 
MidAmerican Energy is subject to the jurisdiction of the NRC with respect to its license and 25% ownership interest in Quad 
Cities Station. Exelon Generation, the operator and 75% owner of Quad Cities Station, is under contract with MidAmerican 
Energy to secure and keep in effect all necessary NRC licenses and authorizations. 
 
The NRC regulates the granting of permits and licenses for the construction and operation of nuclear generating stations and 
regularly inspects such stations for compliance with applicable laws, regulations and license terms. Current licenses for the 
Quad Cities Station provide for operation until December 14, 2032. The NRC review and regulatory process covers, among 
other things, operations, maintenance, and environmental and radiological aspects of such stations. The NRC may modify, 
suspend or revoke licenses and impose civil penalties for failure to comply with the Atomic Energy Act, the regulations 
under such Act or the terms of such licenses.  
 
Federal regulations provide that any nuclear operating facility may be required to cease operation if the NRC determines 
there are deficiencies in state, local or utility emergency preparedness plans relating to such facility, and the deficiencies are 
not corrected. Exelon Generation has advised MidAmerican Energy that an emergency preparedness plan for Quad Cities 
Station has been approved by the NRC. Exelon Generation has also advised MidAmerican Energy that state and local plans 
relating to Quad Cities Station have been approved by the Federal Emergency Management Agency. 
 
The NRC also regulates the decommissioning of nuclear power plants including the planning and funding for the eventual 
decommissioning of the plants. In accordance with these regulations, MidAmerican Energy submits a report to the NRC 
every two years providing reasonable assurance that funds will be available to pay the costs of decommissioning its share of 
Quad Cities Station.  
 
Under the Nuclear Waste Policy Act of 1982 (“NWPA”), the U.S. Department of Energy (“DOE”) is responsible for the 
selection and development of repositories for, and the permanent disposal of, spent nuclear fuel and high-level radioactive 
wastes. Exelon Generation, as required by the NWPA, signed a contract with the DOE under which the DOE was to receive 
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spent nuclear fuel and high-level radioactive waste for disposal beginning not later than January 1998. The DOE did not 
begin receiving spent nuclear fuel on the scheduled date and remains unable to receive such fuel and waste. The costs to be 
incurred by the DOE for disposal activities are being financed by fees charged to owners and generators of the waste. In 
2004, Exelon Generation reached a settlement with the DOE concerning the DOE’s failure to begin accepting spent nuclear 
fuel in 1998. As a result, Quad Cities Station has been billing the DOE, and the DOE is obligated to reimburse the station for 
all station costs incurred due to the DOE’s delay. Exelon Generation has completed construction of an interim spent fuel 
storage installation (“ISFSI”) at Quad Cities Station to store spent nuclear fuel in dry casks in order to free space in the 
storage pool. The first pad at the ISFSI is expected to facilitate storage of casks to support operations at Quad Cities Station 
until at least 2017. The first storage in a dry cask commenced in November 2005. In the 2017 to 2022 timeframe, Exelon 
Generation plans to add a second pad to the ISFSI to accommodate storage of spent nuclear fuel through the end of 
operations at Quad Cities Station. 
 
MidAmerican Energy has established trusts for the investment of funds collected for nuclear decommissioning associated 
with Quad Cities Station. Electric tariffs currently in effect in Iowa include provisions for annualized collection of estimated 
decommissioning costs at Quad Cities Station.  
 

Nuclear Insurance 
 
MidAmerican Energy maintains financial protection against catastrophic loss associated with its interest in Quad Cities 
Station through a combination of insurance purchased by Exelon Generation, insurance purchased directly by MidAmerican 
Energy, and the mandatory industry-wide loss funding mechanism afforded under the Price-Anderson Amendments Act of 
1988 (“Price Anderson”), which was amended and extended by the Energy Policy Act of 2005. The general types of coverage 
are: nuclear liability, property coverage and nuclear worker liability. 
 
Exelon Generation purchases private market nuclear liability insurance for Quad Cities Station in the maximum available 
amount of $300 million, which includes coverage for MidAmerican Energy’s ownership. In accordance with Price-Anderson, 
excess liability protection above that amount is provided by a mandatory industry-wide Secondary Financial Protection 
program under which the licensees of nuclear generating facilities could be assessed for liability incurred due to a serious 
nuclear incident at any commercial nuclear reactor in the United States. Currently, MidAmerican Energy’s aggregate 
maximum potential share of an assessment for Quad Cities Station is approximately $59 million per incident, payable in 
installments not to exceed $9 million annually. 
 
The property insurance covers property damage, stabilization and decontamination of the facility, disposal of the 
decontaminated material and premature decommissioning arising out of a covered loss. For Quad Cities Station, Exelon 
Generation purchases primary and excess property insurance protection for the combined interests in Quad Cities Station, 
with coverage limits totaling $2.1 billion. MidAmerican Energy also directly purchases extra expense coverage for its share 
of replacement power and other extra expenses in the event of a covered accidental outage at Quad Cities Station. The 
property and related coverages purchased directly by MidAmerican Energy and by Exelon Generation, which includes the 
interests of MidAmerican Energy, are underwritten by an industry mutual insurance company and contain provisions for 
retrospective premium assessments should two or more full policy-limit losses occur in one policy year. Currently, the 
maximum retrospective amounts that could be assessed against MidAmerican Energy from industry mutual policies for its 
obligations associated with Quad Cities Station total $11 million. 
 
The master nuclear worker liability coverage, which is purchased by Exelon Generation for Quad Cities Station, is an 
industry-wide guaranteed-cost policy with an aggregate limit of $300 million for the nuclear industry as a whole, which is in 
effect to cover tort claims of workers in nuclear-related industries.  
 
Environmental Regulations 
 
MidAmerican Energy, like other energy companies, is subject to federal, state and local laws and regulations with regard to 
air and water quality, climate change, hazardous and solid waste disposal and other environmental matters and is subject to 
zoning and other regulation by local authorities. These laws and regulations are subject to a range of interpretations, which 
may ultimately be resolved by the courts. In addition to imposing continuing compliance obligations, these laws and 
regulations authorize the imposition of substantial penalties for noncompliance including fines, injunctive relief and other 
sanctions. MidAmerican Energy believes it is in material compliance with all laws and regulations.  
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Refer to the Liquidity and Capital Resources section of Item 7 of this Form 10-K for additional information regarding 
planned capital expenditures related to environmental regulation. 
 
Clean Air Standards  
 
MidAmerican Energy has six jointly owned and six wholly owned coal-fired generating units, which represented 63% of 
MidAmerican Energy’s accredited net generating capability for summer 2008 and were the source of 76% of MidAmerican 
Energy’s electric energy generated in 2008. MidAmerican Energy’s generating facilities are subject to applicable provisions 
of the Clean Air Act and related air quality standards promulgated by the U. S. Environmental Protection Agency (“EPA”). 
The Clean Air Act provides a framework for protecting and improving the nation’s air quality, and controlling mobile and 
stationary sources of air emissions. The major Clean Air Act programs, which most directly affect MidAmerican Energy’s 
electric generating facilities, are briefly described below. Many of these programs are implemented and administered by the 
states, which can impose additional, more stringent requirements. 
 
MidAmerican Energy has implemented a planning process that forecasts the site-specific controls and actions that may be 
required to meet emissions reductions as promulgated by the EPA. In accordance with an Iowa law passed in 2001, 
MidAmerican Energy has on file with the IUB its current multi-year plan and budget for managing sulfur dioxide (“SO2”), 
nitrogen oxides (“NOx”) and mercury from its generating facilities in a cost-effective manner. The plan, which is required to 
be updated every two years, provides specific actions to be taken at each coal-fired generating facility and the related costs 
and timing for each action. 
 
 National Ambient Air Quality Standards 
 
The EPA implements national ambient air quality standards for ozone and fine particulate matter, as well as for other criteria 
pollutants that set the minimum level of air quality for the United States. Areas that achieve the standards, as determined by 
ambient air quality monitoring, are characterized as being in attainment, while those that fail to meet the standards are 
designated as being nonattainment areas. Generally, sources of emissions in a nonattainment area are required to make 
emissions reductions. A new, more stringent standard for fine particulate matter became effective in December 2006. This 
standard was appealed to the United States Court of Appeals for the District of Columbia Circuit (“D.C. Circuit”). On 
February 24, 2009, the D.C. Circuit ruled that the EPA had failed to adequately explain why the annual fine particulate matter 
standard set at 15 micrograms per cubic meter was sufficiently protective of public health and remanded the rule for further 
review of the standard. The existing rule will remain in place until the EPA takes further action. In December 2008, the EPA 
notified the state of Iowa that portions of Scott County, where MidAmerican Energy’s Riverside coal-fired generating facility 
is located and Muscatine County, adjacent to Louisa County, where MidAmerican Energy’s Louisa coal-fired generating 
facility is located, did not meet the December 2006 fine particulate matter standard based on monitoring data from 2005 to 
2007; however, based on monitoring data from 2006 to 2008, the fine particulate matter standard was met. The Iowa 
Department of Natural Resources will be required to develop and implement a plan to reduce the emissions that form fine 
particulates. Until such time as the Iowa Department of Natural Resources develops the plan, it cannot be determined what 
impact the nonattainment designation may have on the operation of MidAmerican Energy’s facilities. 
 
In March 2008, the EPA issued final rules to strengthen the national ambient air quality standard for ground level ozone, 
lowering the standard to 0.075 parts per million from 0.08 parts per million. States have until March 2009 to characterize 
their attainment status, and the EPA’s determinations regarding non-attainment will be made by March 2010 with state 
implementation plans (“SIPs”) due in 2013. Until the EPA makes its final attainment designations, the impact of any new 
standards on MidAmerican Energy will not be known. 
 
 Regulated Air Pollutants 
 
In 2005, the EPA promulgated the Clean Air Mercury Rule (“CAMR”), which would have regulated mercury emissions from 
coal-fired power plants through the use of a cap-and-trade system beginning in 2010, with reductions of approximately 70% 
when fully implemented in 2018. The CAMR was overturned by the D.C. Circuit in February 2008. The EPA petitioned the 
United States Supreme Court for review of the lower court’s decision in October 2008. On February 6, 2009, the EPA 
withdrew its petition for review before the United States Supreme Court, and on February 23, 2009, the United States 
Supreme Court dismissed the petition. The EPA has indicated it plans to propose a new mercury rule that will require coal-
fired power plants to utilize Maximum Achievable Control Technology, rather than a cap-and-trade mechanism, to reduce 
mercury emissions. As a result, MidAmerican Energy’s coal-fired facilities may be required to install controls to reduce 
mercury emissions at their facilities rather than making cost-effective mercury emission reductions through a combination of 
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controls and allowances. Depending on the scope and timing of these reduction requirements, as well as the availability and 
effectiveness of controls, the new rules could impose additional costs on MidAmerican Energy for control of mercury 
emissions above the costs anticipated under the CAMR. 
 
In March 2005, the EPA released the final Clean Air Interstate Rule (“CAIR”), calling for reductions of SO2 and NOx 
emissions in the Eastern United States through, at each state’s option, a market-based cap-and-trade system, emission 
reductions, or both because of contributions to downwind nonattainment of the fine particulate matter and ozone standards. 
The SO2 and NOx emissions reductions were planned to be accomplished in two phases, in 2009-2010 and 2015. However, in 
July 2008, the D.C. Circuit held that the CAIR was fatally flawed and vacated the rule, remanding it to the EPA to consider 
which states are included in the CAIR based on their contribution to nonattainment and neighboring states’ emission 
reductions to contributions to nonattainment in addition to distributing allowances appropriately. In September 2008, the 
EPA and others filed a petition for rehearing to the full court of the CAIR. In December 2008, the court granted the EPA’s 
petition to remand the matter without vacating the rule to the EPA to conduct further proceedings consistent with its prior 
opinion that the CAIR is fatally flawed and must be revised. The court concluded that, notwithstanding the flaws of the 
CAIR, it should remain in effect until it is replaced by a new rule. As a result of the court’s ruling, MidAmerican Energy and 
other utilities in the Eastern United States have an obligation to comply with the NOx provisions of the CAIR effective on 
January 1, 2009, and with the SO2 provisions of the CAIR effective January 1, 2010, until such time as the EPA promulgates 
a new rule. Under the CAIR, a market for trading SO2 and NOx emission credits had developed. As a result of the 
uncertainties created by the court’s ruling and the indefinite nature of the existing CAIR, the cost and availability of NOx 
allowances is subject to market conditions.   
 
Emissions reductions could be made more stringent by current or future regulatory and legislative proposals at the federal or 
state levels that would result in significant reductions of SO2, NOx and mercury, as well as carbon dioxide and other gases 
that may affect global climate change.  
 
 Regional Haze 
 
The EPA has initiated a regional haze program intended to improve visibility at specific federally protected areas. Some of 
MidAmerican Energy’s generating facilities meet the threshold applicability criteria under the Clean Air Visibility Rules. In 
accordance with the federal requirements, states were required to submit SIPs by December 2007 to demonstrate reasonable 
progress toward achieving natural visibility conditions in certain Class I areas by requiring emission controls, known as best 
available retrofit technology, on sources with emissions that are anticipated to cause or contribute to impairment of visibility. 
Iowa submitted its SIP to the EPA and suggested that the emission reductions already made by MidAmerican Energy and 
additional reductions that will be made under the CAIR place the state in the position that no further reductions should be 
required.  
 
 New Source Review 
 
Under existing New Source Review (“NSR”) provisions of the Clean Air Act, any facility that emits regulated pollutants is 
required to obtain a permit from the EPA or a state regulatory agency prior to (1) beginning construction of a new major 
stationary source of an NSR-regulated pollutant or (2) making a physical or operational change to an existing stationary 
source of such pollutants that increases certain levels of emissions, unless the changes are exempt under the regulations 
(including routine maintenance, repair and replacement of equipment). In general, projects subject to NSR regulations are 
subject to pre-construction review and permitting under the Prevention of Significant Deterioration (“PSD”) provisions of the 
Clean Air Act. Under the PSD program, a project that emits threshold levels of regulated pollutants must undergo a “best 
available control technology” analysis and evaluate the most effective emissions controls. These controls must be installed in 
order to receive a permit. Violations of NSR regulations, which may be alleged by the EPA, states, and environmental 
groups, among others, potentially subject a utility to material fines and other sanctions and remedies including requiring 
installation of enhanced pollution controls and funding supplemental environmental projects.  
 
As part of an industry-wide investigation to assess compliance with the NSR and PSD provisions, the EPA has requested 
from numerous utilities information and supporting documentation regarding their capital projects for various generating 
plants. In 2002 and 2003, MidAmerican Energy responded to requests for information relating to their capital projects at its 
generating facilities. There are currently no outstanding data requests pending from the EPA. An NSR enforcement case 
against another utility has been decided by the United States Supreme Court, holding that an increase in the annual emissions 
of a facility, when combined with a modification (i.e., a physical or operational change), may trigger NSR permitting. 
MidAmerican Energy cannot predict the outcome of the EPA’s review of the data they have submitted at this time. 
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Numerous changes have been proposed to the NSR rules and regulations over the last several years.  These changes, 
withdrawals of proposed changes, differing interpretations by the EPA and the courts, and the recent change in 
administration, create risk and uncertainty for regulated entities in complying with NSR requirements when permitting new 
projects and installing emission controls at existing facilities.  MidAmerican Energy monitors these changes and 
interpretations to ensure permitting activities are conducted in accordance with the applicable requirements.  
 
 Climate Change 
 
As a result of increased attention to global climate change in the United States, there are significant future environmental 
regulations under consideration to increase the deployment of clean energy technologies and regulate emissions of 
greenhouse gas at the state, regional and federal levels. Congress and federal policy makers are considering climate change 
legislation and a variety of national climate change policies. President Obama has expressed support for an economy-wide 
greenhouse gas cap-and-trade program that would reduce emissions 80% below 1990 levels by 2050. Alternatively, or in 
conjunction with a cap, policy makers have discussed the possibility of imposing a tax on greenhouse gas emissions. Given 
the strong interest and support in reducing greenhouse gas emissions, MidAmerican Energy’s electric generating facilities are 
likely to be subject to regulation of greenhouse gas emissions within the next several years. 
 
In addition, nongovernmental organizations have become more active in initiating citizen suits under existing environmental 
and other laws, and the EPA issued an advanced notice of proposed rulemaking in 2008 to consider issues associated with 
regulating greenhouse gas emissions under the Clean Air Act. The United States Supreme Court has ruled that the EPA has 
the authority under the Clean Air Act to regulate emissions of greenhouse gases from motor vehicles and that the EPA must 
make a determination relating to the danger posed by greenhouse gas emissions. Furthermore, pending cases that address the 
potential public nuisance from greenhouse gas emissions from electricity generators and the EPA’s failure to regulate 
greenhouse gas emissions from new and existing coal-fired generating facilities are expected to become active. While debate 
continues at the national level over the direction of domestic climate policy, several states have developed state-specific laws 
or regional legislative initiatives to reduce greenhouse gas emissions that are expected to impact MidAmerican Energy 
including:  
 

• In Iowa, legislation enacted in 2007 requires the Iowa Climate Change Advisory Council (“ICCAC”), a 23-member 
group appointed by the Iowa governor, to develop scenarios designed to reduce statewide greenhouse gas emissions, 
including one scenario that would reduce emissions by 50% by 2050, and submit its recommendations to the 
legislature. The ICCAC also developed a second scenario to reduce greenhouse gas emissions by 90% with 
reductions in both scenarios from 2005 emission levels. In January 2009, the ICCAC presented to the Iowa governor 
and legislature 56 policy options to consider to achieve greenhouse gas reductions, including enhanced energy 
efficiency programs and increased renewable generation. 

 
• In November 2007, the Iowa governor signed the Midwest Greenhouse Gas Accord and the Energy Security and 

Climate Stewardship Platform for the Midwest. The signatories to the platform were other Midwestern states that 
agreed to implement a regional cap-and-trade system for greenhouse gas emissions by May 2010. Current advisory 
group recommendations include the assessment of 2020 emission reduction targets of 15%, 20%, and 25% below 
2005 levels and a 2050 target of 60% to 80% below 2005 levels. In addition, the accord calls for the participating 
states to collectively meet at least 2% of regional annual retail sales of natural gas and electricity through energy 
efficiency improvements by 2015 and continue to achieve an additional 2% in efficiency improvements every year 
thereafter. 

 
In addition to pending legislative proposals to regulate greenhouse gas emissions, in July 2008, the EPA issued an advance 
notice of proposed rulemaking presenting information relevant to, and soliciting public comment on, how to respond to the 
United States Supreme Court’s decision in Massachusetts v. EPA in which the United States Supreme Court ruled that the 
Clean Air Act authorizes regulation of greenhouses gases because they meet the definition of an air pollutant under the Clean 
Air Act, given the potential ramifications of a decision to regulate such emissions under the existing Clean Air Act 
framework. 
 
MidAmerican Energy believes in implementing public policy to address climate change in a manner that informs all 
constituents of cost ramifications and attempts to minimize such costs. MidAmerican Energy believes that research and 
development must be undertaken on a large scale and in a coordinated manner to obtain technologies that reduce carbon 
emissions while still providing reasonably priced energy and that the development and deployment of low-carbon electricity 
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technologies must precede the imposition of significant emission reduction requirements or taxes or fees on emissions. 
MidAmerican Energy continues to add renewable and low-carbon electric capacity to its generation portfolios in an effort to 
reduce the carbon intensity of its generating capacity. From 2000 to 2008, through the addition of lower-carbon and 
renewable generation resources, MidAmerican Energy reduced the carbon dioxide intensity of its electricity generation 
portfolio by 14% while increasing the number of MWhs generated by 43%. In addition, MidAmerican Energy has engaged in 
several voluntary programs designed to reduce or avoid greenhouse gas emissions, including the EPA’s sulfur hexafluoride 
reduction program, refrigerator recycling programs, and the EPA landfill methane outreach program. MidAmerican Energy is 
a founding member of The Climate Registry under which it will voluntarily report its greenhouse gas emissions. 
 
Climate change may cause physical and financial risk through, among other things, sea level rise, changes in precipitation 
and extreme weather events. Energy needs may increase or decrease, based on overall changes in weather. Availability of 
resources to generate electricity, such as water for cooling purposes, may also be impacted by climate change and could 
influence MidAmerican Energy’s existing and future electricity generation portfolio. These issues may have a direct impact 
on the costs of electricity production and increase the price paid by customers for electricity. 
 
Legislative and regulatory responses to climate change have the potential to create financial risk. Adoption of early and 
stringent limits on greenhouse gas emissions could significantly adversely impact MidAmerican Energy’s current and future 
fossil-fueled facilities, and therefore, its financial results. To the extent that MidAmerican Energy is not allowed by its 
regulators or cannot otherwise recover the costs incurred to comply with climate change requirements, it could have a 
material adverse impact on its financial results. Costs of compliance with environmental and other regulatory requirements 
are historically recovered in rates but risk regulatory lag. Although MidAmerican Energy does not make policy and does not 
take a position on the scientific aspects of climate change, it supports an informed dialogue on climate change and intends to 
implement actions to comply with any new legislation or regulation. The impact of any pending judicial proceedings and any 
pending or enacted federal and state climate change legislation and regulation cannot be determined at this time; however, 
adoption of stringent limits on greenhouse gas emissions could have a significant adverse impact on MidAmerican Energy’s 
current and future fossil-fueled generating facilities, and, therefore, its financial results. 
 
 Other 
 
The EPA’s regulation of certain pollutants under the Clean Air Act, and its failure to regulate other pollutants, is being 
challenged by various lawsuits brought by both individual state attorney generals and environmental groups. To the extent 
that these actions may be successful in imposing additional or more stringent regulation of emissions on fossil-fueled 
facilities in general and MidAmerican Energy’s facilities in particular, such actions will likely impact MidAmerican Energy’s 
fossil-fueled facilities and, therefore, its financial results. 
 
Water Quality Standards 
 
The Clean Water Act establishes the framework for maintaining and improving water quality in the United States through a 
program that regulates, among other things, discharges to and withdrawals from waterways. The Clean Water Act requires 
that cooling water intake structures reflect the “best technology available for minimizing adverse environmental impact” to 
aquatic organisms. In July 2004, the EPA established significant new national technology-based performance standards for 
existing electric generating facilities that take in more than 50 million gallons of water per day. These rules are aimed at 
minimizing the adverse environmental impacts of cooling water intake structures by reducing the number of aquatic 
organisms lost as a result of water withdrawals. In response to a legal challenge to the rule, in January 2007, the United States 
Court of Appeals for the Second Circuit (“Second Circuit”) remanded almost all aspects of the rule to the EPA, leaving 
companies with cooling water intake structures uncertain regarding compliance with these requirements. Petitions for review 
of the lower court’s decision are pending before the U.S. Supreme Court. The United States Supreme Court will consider 
whether §316(b) of the Clean Water Act authorizes the EPA to compare costs with benefits in determining “best technology 
available for minimizing adverse environmental impact” at cooling water intake structures. Compliance and the potential 
costs of compliance, therefore, cannot be ascertained until such time as the United States Supreme Court’s decision is 
rendered or further action is taken by the EPA. Currently, all of MidAmerican Energy’s coal-fired generating facilities except 
Louisa, Ottumwa and Walter Scott, Jr. Unit No. 4, which have water cooling towers, exceed the 50 million gallons of water 
per day in-take threshold. In the event that MidAmerican Energy’s existing intake structures require modification or 
alternative technology is required by new rules, expenditures to comply with these requirements could be significant.  
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Ash Disposal 
 
In December 2008, an ash impoundment dike at the Tennessee Valley Authority’s Kingston power plant collapsed after 
heavy rain, releasing a significant amount of fly ash and bottom ash, coal combustion by-products, and water to the 
surrounding area. In light of this incident, federal and state officials have called for greater regulation of coal combustion 
storage and disposal. MidAmerican Energy operates coal ash impoundments and, in January 2008, made voluntary 
commitments under an industry action plan to disposal restrictions, monitoring and reporting of coal combustion products 
that exceed requirements under current law. These ash impoundments could be impacted by additional regulation and could 
pose additional costs associated with ash management and disposal activities at MidAmerican Energy’s coal-fired generating 
facilities. The impact of any new regulations on coal combustion products cannot be determined at this time. 
 

INTERCOAST CAPITAL 
 
InterCoast Capital is a wholly owned nonregulated subsidiary of MHC primarily engaged in investment activities, which it 
manages through its nonregulated investment subsidiaries. As of December 31, 2008, InterCoast Capital had total assets of 
$6 million, of which approximately $4 million was an equity investment in an equipment lease related to a 7% undivided 
interest in an electric generating station leased to a utility located in Arizona. Refer to Note 6 of MidAmerican Funding’s 
Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional discussion of equipment leases. 
Additionally, InterCoast Capital and its subsidiaries had direct investments in energy projects and indirect investments, 
through venture capital funds, in a variety of nonregulated energy production technologies.  
 

MIDWEST CAPITAL 
 
Midwest Capital is a wholly owned nonregulated subsidiary of MHC with total assets of $6 million as of December 31, 2008. 
Midwest Capital’s primary activity is the management of utility service area investments to support economic development. 
Midwest Capital’s principal interest is Dakota Dunes, a 1,920-acre planned residential and commercial development in 
southeastern South Dakota. The major construction phase of the planned community is complete, and the marketing phase to 
sell developed residential and commercial lots is in progress. As of December 31, 2008, 64% of the development available 
for sale had been sold. 
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Item 1A. Risk Factors  
 
MidAmerican Energy and MidAmerican Funding are subject to certain risks in their business operations, which are described 
below. Careful consideration of these risks, together with all of the other information included in this annual report and the 
other public information filed by us, should be made before making an investment decision relating to MidAmerican Energy 
or MidAmerican Funding. The risks and uncertainties described below are not the only ones we face. Additional risks and 
uncertainties not presently known or that are currently deemed immaterial may also impair the business operations of 
MidAmerican Energy or MidAmerican Funding. 
 
MidAmerican Energy is subject to extensive regulations and legislation that affect its operations and costs. These 
regulations and laws are complex, dynamic and subject to change. 
 
MidAmerican Energy is subject to numerous regulations and laws enforced by regulatory agencies. These regulatory 
agencies include, among others, the FERC, the EPA, the NRC, the IUB, the ICC and other federal, state and local agencies.  
 
Regulations affect almost every aspect of MidAmerican Energy’s business and limits its ability to independently make and 
implement management decisions regarding, among other items, business combinations, constructing, acquiring or disposing 
of operating assets, setting rates charged to customers, establishing capital structures and issuing debt or equity securities, 
engaging in transactions between MidAmerican Energy and its affiliates and paying dividends. Regulations are subject to 
ongoing policy initiatives, and MidAmerican Energy cannot predict the future course of changes in laws, regulations and 
orders, or the ultimate effect that regulatory changes may have on MidAmerican Energy. However, such changes could 
materially impact MidAmerican Energy’s financial results. For example, such changes could result in, but are not limited to, 
increased retail competition within its service territories, new environmental requirements, including the implementation of 
greenhouse gas emission reduction goals, implementation of energy efficiency mandates and the acquisition by a 
municipality or other quasi-governmental body of its distribution facilities (by negotiation, legislation or condemnation).  
 
Federal and state energy regulation changes are one of the more challenging aspects of managing utility operations. New and 
expanded regulations imposed by policy makers, court systems, and industry restructuring have imposed changes on the 
industry. The following are examples of recent changes to the regulatory environment that has impacted MidAmerican 
Energy: 
 

• Energy Policy Act of 2005 - In the United States, the Energy Policy Act impacts many segments of the energy 
industry. The U.S. Congress granted the FERC additional authority in the Energy Policy Act which expanded 
its role from a regulatory body to an enforcement agency. To implement the law, the FERC adopted new 
regulations and issued regulatory decisions addressing electric system reliability, electric transmission planning, 
operation, expansion and pricing, regulation of utility holding companies, and enforcement authority, including 
the ability to assess civil penalties of up to $1 million per day per violation for non-compliance. The FERC has 
essentially completed its implementation of the Energy Policy Act and the emphasis of its recent decisions is on 
reporting and compliance. In that regard, the FERC has vigorously exercised its enforcement authority by 
imposing significant civil penalties for violations of its rules and regulations. For example, as a result of past 
events affecting electric reliability, the Energy Policy Act requires federal agencies, working together with non-
governmental organizations charged with electric reliability responsibilities, to adopt and implement measures 
designed to ensure the reliability of electric transmission and distribution systems. Since the adoption of the 
Energy Policy Act, the FERC has approved numerous electric reliability, cyber security and critical 
infrastructure protection standards developed by the NERC. A transmission owner’s reliability compliance 
issues with these and future standards could result in financial penalties. In FERCOrder No. 693, the FERC 
implemented its authority to impose penalties of up to $1 million per day per violation for failure to comply 
with electric reliability standards. The adoption of these and future electric reliability standards has imposed 
more comprehensive and stringent requirements on MidAmerican Energy, which has increased compliance 
costs. It is possible that the cost of complying with these and any additional standards adopted in the future 
could adversely affect MidAmerican Energy’s financial results. 

• FERC Orders – The FERC has issued a series of orders to foster greater competition in wholesale power 
markets by reducing barriers to entry in the provision of electric transmission service. In FERC Order Nos. 888, 
889, 890, 890-A and 890-B, the FERC required electric utilities to adopt a pro forma OATT by which 
transmission service would be provided on a just, reasonable and not unduly discriminatory or preferential 
basis. The rules adopted by these orders promote transparency and consistency in the administration of the 
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OATT, increase the ability of customers to access new generating resources and promote efficient utilization of 
transmission by requiring an open, transparent and coordinated transmission planning process. Together with 
the increased reliability standards required of transmission providers, the costs of operating the transmission 
system and providing transmission service have increased and, to the extent such increased costs are not 
recovered in rates charged to customers, they could adversely affect MidAmerican Energy’s financial results. 

In addition to the foregoing examples, the new Obama administration has stated that many aspects of energy and the 
environment, including renewable resources and climate change, will be a key component of its policy agenda. MidAmerican 
Energy cannot predict what actions the administration may take, the laws or regulations that may be adopted or the ultimate 
effect that any of these may have on MidAmerican Energy, however, such effect could materially impact its financial results. 

MidAmerican Energy is subject to numerous environmental, health, safety, and other laws, regulations and other 
requirements that could adversely affect its financial results. 
 
Operational Standards 
 
MidAmerican Energy is subject to numerous environmental, health, safety, and other laws, regulations and other 
requirements affecting many aspects of MidAmerican Energy’s present and future operations, including, among others: 
 

• the EPA’s CAIR, which established cap and trade programs to reduce SO2 and NOx emissions starting in 2009 
to address alleged contributions to downwind non-attainment with the revised National Ambient Air Quality 
Standards;  

 
• the implementation of federal and state renewable portfolio standards, and 

 
• other laws or regulations that establish or could establish standards for greenhouse gas emissions, water quality, 

wastewater discharges, solid waste and hazardous waste. 
 
These and related laws, regulations and orders generally require MidAmerican Energy to obtain and comply with a wide 
variety of environmental licenses, permits, inspections and other approvals.  
 
Compliance with environmental, health, safety, and other laws, regulations and other requirements can require significant 
capital and operating expenditures, including expenditures for new equipment, inspection, clean-up costs, damages arising 
out of contaminated properties, and fines, penalties and injunctive measures affecting operating assets for failure to comply 
with environmental regulations. Compliance activities pursuant to regulations could be prohibitively expensive. As a result, 
some facilities may be required to shut down or alter their operations. Further, MidAmerican Energy may not be able to 
obtain or maintain all required environmental regulatory approvals for its operating assets or development projects. Delays in 
or active opposition by third parties to obtaining any required environmental or regulatory permits, failure to comply with the 
terms and conditions of the permits or increased regulatory or environmental requirements may increase its costs or prevent 
or delay MidAmerican Energy from operating its facilities, developing new facilities, expanding existing facilities or 
favorably locating new facilities. If MidAmerican Energy fails to comply with all applicable environmental requirements, it 
may be subject to penalties and fines or other sanctions. The costs of complying with current or new environmental, health, 
safety and other laws, regulations and other requirements could adversely affect MidAmerican Energy’s financial results. Not 
being able to operate existing facilities or develop new electric generating facilities to meet customer energy needs could 
require MidAmerican Energy to increase its purchases of power from the wholesale markets, which could increase market 
and price risks and adversely affect its financial results. Proposals for voluntary initiatives and mandatory controls are being 
discussed both in the United States and worldwide to reduce so-called ‘‘greenhouse gases’’ such as carbon dioxide, a by-
product of burning fossil fuels and methane (the primary component of natural gas). These actions could result in increased 
costs for MidAmerican Energy to (i) operate and maintain its facilities, (ii) install new emission controls on its facilities and 
(iii) administer and manage any greenhouse gas emissions program. These actions could also increase the demand for natural 
gas, causing increased natural gas prices, thereby adversely affecting MidAmerican Energy’s operations. 
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Site Clean-up and Contamination 
 
Environmental, health, safety, and other laws, regulations and other requirements also impose obligations to remediate 
contaminated properties or to pay for the cost of such remediation, often by parties that did not actually cause the 
contamination. MidAmerican Energy is generally responsible for on-site liabilities, and in some cases off-site liabilities, 
associated with the environmental condition of MidAmerican Energy’s assets, including power generating facilities, and 
electric transmission and electric and natural gas distribution assets that it has acquired or developed, regardless of when the 
liabilities arose and whether they are known or unknown. In connection with acquisitions, MidAmerican Energy may obtain 
or require indemnification against some environmental liabilities. If MidAmerican Energy incurs a material liability, or the 
other party to a transaction fails to meet its indemnification obligations, it could suffer material losses. MidAmerican Energy 
has established reserves to recognize its estimated obligations for known remediation liabilities, but such estimates may 
change materially over time. MidAmerican Energy is also required to fund its portion of the costs for decommissioning the 
Quad Cities Station when it is retired from service, which may include site remediation or decontamination. In addition, 
future events, such as changes in existing laws or policies or their enforcement, or the discovery of currently unknown 
contamination, may give rise to additional remediation liabilities that may be material.  
 
Recovery of MidAmerican Energy’s costs is subject to regulatory review and approval, and the inability to recover costs 
may adversely affect MidAmerican Energy’s financial results. 
 
State Rate Proceedings 
 
MidAmerican Energy establishes rates for its regulated retail service through state regulatory proceedings. These proceedings 
typically involve multiple parties, including government bodies and officials, consumer advocacy groups and various 
consumers of energy, who have differing concerns, but who generally have the common objective of limiting rate increases. 
Decisions are subject to appeal, potentially leading to additional uncertainty associated with the approval proceedings.  
 
Each state sets retail rates based in part upon the state utility commission’s acceptance of an allocated share of total utility 
costs. When states adopt different methods to calculate interjurisdictional cost allocations, some costs may not be 
incorporated into rates of any state. Ratemaking is also generally done on the basis of estimates of normalized costs, so if a 
given year’s realized costs are higher than normalized costs, rates will not be sufficient to cover those costs. Each state utility 
commission generally sets rates based on a test year established in accordance with that commission’s policies. Certain states 
use a future test year or allow for escalation of historical costs, while other states use a historical test year. Use of a historical 
test year may cause regulatory lag which results in MidAmerican Energy incurring costs, including significant new 
investments, for which recovery through rates is delayed. State regulatory commissions also decide the allowed rate of return 
MidAmerican Energy will be given an opportunity to earn on MidAmerican Energy’s equity investment. In addition, they  
decide the allowed levels of expense and investment that they deem is just and reasonable in providing service. The state 
regulatory commissions may disallow recovery in rates for any costs that do not meet such standard.  
 
In Iowa, MidAmerican Energy has agreed not to seek a general increase in electric base rates to become effective prior to 
January 1, 2014, unless its Iowa jurisdictional electric return on equity for any year falls below 10%. MidAmerican Energy 
expects to continue to make significant capital expenditures to maintain and improve the reliability of its generation, 
transmission and distribution facilities to reduce emissions and to support new business and customer growth. As a result, 
MidAmerican Energy’s financial results may be adversely affected if it is not able to deliver electricity in a cost-efficient 
manner and is unable to offset inflation and the cost of infrastructure investments with cost savings or additional sales.  
 
In Iowa and Illinois, MidAmerican Energy is not permitted to pass through energy cost increases in its electric rates without a 
general rate case. In Iowa, MidAmerican Energy is prohibited from seeking reinstatement of a fuel adjustment clause for 
electric rates to become effective until January 1, 2014, unless its Iowa jurisdictional electric return on equity for any year 
falls below 10%. In Illinois, MidAmerican Energy is prohibited by law from seeking reinstatement of a fuel adjustment 
clause for electric rates until November 2011. Any significant increase in fuel costs for electricity generation or purchased 
power costs could have a negative impact on MidAmerican Energy, despite efforts to minimize this impact through future 
general rate cases or the use of hedging instruments. Any of these consequences could adversely affect MidAmerican 
Energy’s financial results. 
 
While rate regulation is premised on providing MidAmerican Energy a fair opportunity to obtain a reasonable rate of return 
on invested capital, the state regulatory commissions do not guarantee that MidAmerican Energy will be able to realize a 
reasonable rate of return. 
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FERC Jurisdiction 
 
The FERC establishes cost-based tariffs under which MidAmerican Energy provides transmission services to wholesale 
markets and retail markets in states that allow retail competition. The FERC also has responsibility for approving both cost- 
and market-based rates under which MidAmerican Energy sells electricity at wholesale. The FERC may impose price 
limitations, bidding rules and other mechanisms to address some of the volatility of these markets or may (pursuant to 
pending or future proceedings) revoke or restrict MidAmerican Energy’s ability to sell electricity at market-based rates, 
which could adversely affect MidAmerican Energy’s financial results. The FERC may also impose substantial civil penalties 
for any non-compliance with the Federal Power Act and the FERC’s rules and orders. 
 
MidAmerican Energy is actively pursuing, developing and constructing new or expanded facilities, the completion and 
expected cost of which is subject to significant risk, and it has significant funding needs related to its planned capital 
expenditures. 
 
MidAmerican Energy is continuing to develop and construct new or expanded facilities. MidAmerican Energy expects to 
incur substantial annual capital expenditures over the next several years. Expenditures could include, among others, amounts 
for new coal-fired, natural gas, nuclear and wind powered electric generating facilities, electric transmission or distribution 
projects and environmental control and compliance systems, as well as the continued maintenance of the installed asset base.  
 
Development and construction of major facilities are subject to substantial risks, including fluctuations in the price and 
availability of commodities, manufactured goods, equipment, labor and other items over a multi-year construction period, as 
well as the economic viability of MidAmerican Energy’s suppliers. These risks may result in higher-than-expected costs to 
complete an asset and place it into service. Such costs may not be recoverable in the regulated rates or market prices 
MidAmerican Energy is able to charge its customers. It is also possible that additional generation needs may be obtained 
through power purchase agreements, which could increase long-term purchase obligations on MidAmerican Energy and force 
reliance on the operating performance of a third party. The inability to successfully and timely complete a project, avoid 
unexpected costs or to recover any such costs could adversely affect MidAmerican Energy’s financial results.  
 
Furthermore, MidAmerican Energy depends upon both internal and external sources of liquidity to provide working capital 
and to fund capital requirements. If MidAmerican Energy is unable to obtain funding from external sources, it may need to 
postpone or cancel planned capital expenditures. Failure to construct these planned projects could limit opportunities for 
revenue growth, increase operating costs and adversely affect the reliability of electric service to MidAmerican Energy’s 
customers.  
 
The current disruptions in the financial markets could affect MidAmerican Energy’s ability to obtain debt financing, 
draw upon or renew existing credit facilities and have other adverse effects on us and our subsidiaries. 
 
The U.S. and global credit markets have recently experienced historic dislocations and liquidity disruptions that have caused 
financing to be unavailable in many cases. These circumstances have materially impacted liquidity in the debt markets, 
making financing terms less attractive for borrowers who are able to find financing, and in many cases have resulted in the 
unavailability of certain types of debt financing. In addition, many large financial institutions have experienced financial 
difficulties with some unable to survive as independent institutions and others filing for bankruptcy protection. These 
conditions may continue to impact the number of financial institutions able to provide credit. It is also possible that these 
financial institutions may not be able to provide previously arranged funding under revolving credit facilities or other 
arrangements like those that MidAmerican Energy has established as potential sources of liquidity for working capital and to 
fund capital requirements. For example, one of our revolving credit facility agreements was reduced due to the Lehman 
Brothers Holdings Inc. bankruptcy filing in September 2008. Continued uncertainty in the credit markets may negatively 
impact MidAmerican Energy’s ability to access funds on favorable terms or at all. If MidAmerican Energy was to need to 
access funds but was unable to do so, that failure could have a material adverse effect on its financial condition and results of 
operations. 
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A significant decrease in demand for natural gas or electricity in the markets served by MidAmerican Energy would 
significantly decrease MidAmerican Energy’s operating revenues and thereby adversely affect MidAmerican Energy’s 
business and financial results. 
 
A sustained decrease in demand for natural gas or electricity in the markets served by MidAmerican Energy would 
significantly reduce its operating revenue and adversely affect its financial results. Factors that could lead to a decrease in 
market demand include, among others: 
 

• a recession or other adverse economic condition, including the significant adverse changes in the economy and 
credit markets in 2008 which may continue into future periods, that results in a lower level of economic activity 
or reduced spending by consumers on natural gas or electricity; 

 
• an increase in the market price of natural gas or electricity or a decrease in the price of other competing forms 

of energy; 
 

• efforts by customers, legislatures and regulators to reduce their consumption of energy through various 
conservation and energy efficiency measures and programs; 

 
• higher fuel taxes or other governmental or regulatory actions that increase, directly or indirectly, the cost of 

natural gas or the fuel source for electricity generation or that limit the use of natural gas or the generation of 
electricity from fossil fuels; and 

 
• a shift to more energy-efficient or alternative fuel machinery or an improvement in fuel economy, whether as a 

result of technological advances by manufacturers, legislation mandating higher fuel economy or lower 
emissions, price differentials, incentives or otherwise. 

 
MidAmerican Energy is subject to market risk, counterparty performance risk and other risks associated with wholesale 
energy markets.  
 
In general, wholesale market risk is the risk of adverse fluctuations in the market price of wholesale electricity and fuel, 
including natural gas and coal, which is compounded by volumetric changes affecting the availability of or demand for 
electricity and fuel. MidAmerican Energy purchases electricity and fuel in the open market or pursuant to short-term or 
variable-priced contracts as part of its normal operating business. If market prices rise, especially in a time when larger than 
expected volumes must be purchased at market or short-term prices, MidAmerican Energy may incur significantly greater 
expense than anticipated. Likewise, if electricity market prices decline in a period when MidAmerican Energy is a net seller 
of electricity in the wholesale market, MidAmerican Energy will earn less revenue.  
 
MidAmerican Energy’s total accredited net generating capability exceeds its historical peak load. The actual amount of 
generation capacity available at any time, however, may be less than the accredited capacity due to regulatory restrictions, 
transmission constraints, contractual commitments to third parties, fuel restrictions and generating units being temporarily out 
of service for inspection, maintenance, refueling, modifications or other reasons. In such circumstances, MidAmerican 
Energy may need to purchase energy in the wholesale markets and MidAmerican Energy may not recover in rates all of the 
additional costs that may be associated with such purchases. Most of MidAmerican Energy’s electric wholesale sales and 
purchases take place under market-based pricing allowed by the FERC and are therefore subject to market volatility, 
including price fluctuations.  
 
MidAmerican Energy is also exposed to risks related to performance of contractual obligations by wholesale suppliers and 
customers. These risks have increased as a result of the current recessionary environment and many companies’ weakened 
financial condition. MidAmerican Energy relies on suppliers to deliver commodities, primarily natural gas, coal and 
electricity, in accordance with short- and long-term contracts. Failure or delay by suppliers to provide these commodities 
pursuant to existing contracts could disrupt the delivery of electricity and require MidAmerican Energy to incur additional 
expenses to meet customer needs. In addition, when these contracts terminate, MidAmerican Energy may be unable to 
purchase the commodities on terms equivalent to the terms of current contracts. MidAmerican Energy also relies on 
wholesale customers to take delivery of the energy they have committed to purchase and to pay for the energy on a timely 
basis. Failure of customers to take delivery may require MidAmerican Energy to find other customers to take the energy at 
lower prices than the original customers committed to pay. At certain times of the year, prices paid by MidAmerican Energy 
for energy needed to satisfy its customers’ energy needs may exceed the amounts received through retail rates from these 
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customers. If MidAmerican Energy’s wholesale customers are unable to pay it for energy or hedging transactions, it may 
have a significant adverse impact on MidAmerican Energy’s cash flows. If the strategy used to minimize these risk exposures 
is ineffective or if MidAmerican Energy’s wholesale customers’ financial condition deteriorates as a result of recent 
economic conditions causing them to be unable to pay MidAmerican Energy, significant losses could result.  
 
The deterioration in the credit quality of certain wholesale suppliers and customers of MidAmerican Energy as a result of the 
adverse economic changes experienced in 2008 could have an adverse impact on their ability to perform their contractual 
obligations and which in turn could have an adverse impact on MidAmerican Energy’s financial results. 
 
Inflation and changes in commodity prices and fuel transportation costs may adversely affect MidAmerican Energy’s 
financial results. 
 
Inflation may affect MidAmerican Energy by increasing both operating and capital costs. As a result of existing rate 
agreements and competitive price pressures, MidAmerican Energy may not be able to pass the costs of inflation on to its 
electric retail customers in Iowa and Illinois. If MidAmerican Energy is unable to manage cost increases or pass them on to 
its customers, its financial results could be adversely affected. 
 
MidAmerican Energy has a multitude of long-term agreements of varying duration that are material to the operation of its 
business, such as power purchase, coal and gas supply and transportation contracts, and the failure to maintain, renew or 
replace these agreements on similar terms and conditions could increase its exposure to changes in prices, thereby increasing 
the volatility of its financial results. For example, MidAmerican Energy currently has contracts of varying durations for the 
supply and transportation of coal for its existing generation capacity. When these contracts expire or if they are not honored, 
MidAmerican Energy may not be able to purchase or transport coal on terms as favorable as the current contracts. 
MidAmerican Energy has similar exposures regarding the market price of natural gas. Changes in the cost of coal or natural 
gas supply and transportation and changes in the relationship between such costs and the market price of power will affect its 
financial results. Since the sales price MidAmerican Energy receives for power may not change at the same rate as 
MidAmerican Energy’s coal or natural gas supply and transportation costs, it may be unable to pass on the changes in costs to 
many of its electric customers. In addition, the overall prices MidAmerican Energy charges its retail customers in Iowa are 
fixed, as described above, and MidAmerican Energy does not have fuel recovery mechanisms in Iowa and Illinois. 
 
MidAmerican Energy’s financial results may be adversely affected if it is unable to obtain adequate, reliable and 
affordable access to transmission service. 
 
MidAmerican Energy depends on transmission facilities owned and operated by other utilities to transport electricity and 
natural gas to both wholesale and retail markets, as well as natural gas purchased to supply some of MidAmerican Energy’s 
electric generating facilities. If adequate transmission is unavailable, MidAmerican Energy may be unable to purchase and 
sell and deliver products. Such unavailability could also hinder MidAmerican Energy from providing adequate or economical 
electricity or natural gas to its wholesale and retail electric and gas customers and could adversely impact MidAmerican 
Energy’s financial results. 
 
The different regional power markets have varying and dynamic regulatory structures, which could affect MidAmerican 
Energy’s growth and performance. In addition, the independent system operators who oversee the transmission systems in 
regional power markets have imposed in the past, and may impose in the future, price limitations and other mechanisms to 
counter volatility in the power markets. These types of price limitations and other mechanisms may adversely impact 
MidAmerican Energy’s financial results. 
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MidAmerican Energy’s operating results may fluctuate on a seasonal and quarterly basis and may be adversely affected 
by weather. 
 
The sale of electric power and natural gas are generally seasonal businesses. In the markets in which MidAmerican Energy 
operates, demand for electricity peaks during the hot summer months when cooling needs are higher. Market prices for 
electric supply also generally peak at that time. In addition, demand for gas and other fuels generally peaks during the winter 
when heating needs are higher. Further, extreme weather conditions such as heat waves or winter storms could cause these 
seasonal fluctuations to be more pronounced.  
 
As a result, MidAmerican Energy’s overall financial results may fluctuate substantially on a seasonal and quarterly basis. 
MidAmerican Energy has historically sold less power, and consequently earned less income, when weather conditions are 
mild. Unusually mild weather in the future may adversely affect MidAmerican Energy’s financial results through lower 
revenues or margins. Conversely, unusually extreme weather conditions could increase MidAmerican Energy’s costs to 
provide power and could adversely affect its financial results. Additionally, MidAmerican Energy has added substantial 
wind-powered generation capacity which is a climate-dependent resource resulting in a variable production output that may 
at times affect the amount of energy available for sale or purchase. The extent of fluctuation in financial results may change 
depending on a number of factors related to MidAmerican Energy’s regulatory environment and contractual agreements, 
including MidAmerican Energy’s ability to recover power costs, the existence of revenue sharing provisions and terms of the 
power sale contracts. 
 
MidAmerican Energy is subject to operating uncertainties that could adversely affect its financial results. 
 
The operation of a complex electric and gas utility (including generation, transmission and distribution) systems involves 
many operating uncertainties and events beyond MidAmerican Energy’s control. These potential events include the 
breakdown or failure of power generation equipment, compressors, pipelines, transmission and distribution lines or other 
equipment or processes, unscheduled generating facility outages, strikes, lockouts or other labor-related actions, a shortage of 
qualified labor, transmission and distribution system constraints or outages, fuel shortages or interruption, unavailability of 
critical equipment, materials and supplies, performance below expected levels of output, capacity or efficiency, operator error 
and catastrophic events such as severe storms, fires, earthquakes or explosions. A casualty occurrence might result in injury 
or loss of life, extensive property damage or environmental damage. Any of these risks or other operational risks could 
significantly reduce or eliminate MidAmerican Energy’s revenues or significantly increase its expenses. For example, if 
MidAmerican Energy cannot operate its electric or natural gas facilities at full capacity due to damage caused by a 
catastrophic event, its revenues could decrease due to decreased sales and its expenses could increase due to the need to 
obtain energy from more expensive sources. Further, MidAmerican Energy self-insures many risks and current and future 
insurance coverage may not be sufficient to replace lost revenue or cover repair and replacement costs. Any reduction of 
revenues for such reason, or any other reduction of MidAmerican Energy’s revenues or increase in its expenses resulting 
from the risks described above could adversely affect MidAmerican Energy’s financial results. 
 
Potential terrorist activities or military or other actions could adversely affect MidAmerican Energy’s financial results. 
 
The continued threat of terrorism since September 11, 2001, and the impact of military and other actions by the United States 
and its allies has led to increased political, economic and financial market instability and has subjected MidAmerican 
Energy’s gas or electric operations to increased risks. The United States government has issued warnings that energy assets, 
specifically nuclear generation and other electric utility infrastructure, are potential targets for terrorist organizations. 
Political, economic or financial market instability or damage to MidAmerican Energy’s operating assets or the assets of its 
customers or suppliers may result in business interruptions, lost revenues, higher commodity prices, disruption in fuel 
supplies, lower energy consumption and unstable markets, particularly with respect to natural gas and electric energy, 
increased security, repair or other costs that may materially adversely affect MidAmerican Energy in ways that cannot be 
predicted at this time. Any of these risks could materially affect MidAmerican Energy’s financial results. Furthermore, 
instability in the financial markets as a result of terrorism or war could also materially adversely affect MidAmerican 
Energy’s ability to raise capital. 
 
The insurance industry may change to reflect increased instability in the political, economic and financial markets. As a 
result, insurance covering risks MidAmerican Energy typically insures against may decrease in scope and availability, and it 
may elect to self-insure against many such risks. In addition, the available insurance may have higher deductibles, higher 
premiums and more restrictive policy terms. 
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MidAmerican Energy is subject to the unique risks associated with nuclear generation. 
 
The ownership and operation of nuclear power plants, such as MidAmerican Energy’s 25% ownership interest in the Quad 
Cities Station, involves certain risks. These risks include, among other items, mechanical or structural problems, inadequacy 
or lapses in maintenance protocols, the impairment of reactor operation and safety systems due to human error, the costs of 
storage, handling and disposal of nuclear materials, limitations on the amounts and types of insurance coverage commercially 
available, and uncertainties with respect to the technological and financial aspects of decommissioning nuclear facilities at 
the end of their useful lives. The prolonged unavailability of the Quad Cities Station could materially adversely affect 
MidAmerican Energy’s financial results, particularly when the cost to produce power at the plant is significantly less than 
market wholesale power prices. The following are among the more significant of these risks:  

• Operational Risk – Operations at any nuclear power plant could degrade to the point where the plant would 
have to be shut down. If such degradations were to occur, the process of identifying and correcting the causes of 
the operational downgrade to return the plant to operation could require significant time and expense, resulting 
in both lost revenue and increased fuel and purchased power expense to meet supply commitments. Rather than 
incurring substantial costs to restart the plant, the plant could be shut down. Furthermore, a shut-down or failure 
at any other nuclear plant could cause regulators to require a shut-down or reduced availability at the Quad 
Cities Station. 

• Regulatory Risk – The NRC may modify, suspend or revoke licenses and impose civil penalties for failure to 
comply with the Atomic Energy Act of 1954, as amended, applicable regulations or the terms of the licenses of 
nuclear facilities. Unless extended, the NRC operating licenses for the Quad Cities Station will expire in 2032. 
Changes in regulations by the NRC could require a substantial increase in capital expenditures or result in 
increased operating or decommissioning costs. 

• Nuclear Accident Risk – Accidents and other unforeseen problems have occurred at nuclear facilities other than 
the Quad Cities Station, both in the United States and elsewhere. The consequences of an accident can be severe 
and include loss of life and property damage. Any resulting liability from a nuclear accident could exceed 
MidAmerican Energy’s resources, including insurance coverage. 

Poor performance of plan and fund investments and other factors impacting pension plans, postretirement benefits plan 
and nuclear decommissioning costs could unfavorably impact our cash flows and liquidity. 
 
Costs of providing MidAmerican Energy’s non-contributory defined benefit pension and postretirement benefits plans 
depend upon a number of factors, including the rates of return on plan assets, the level and nature of benefits provided, 
discount rates, the interest rates used to measure required minimum funding levels, changes in benefit design, changes in 
laws and government regulation and MidAmerican Energy’s required or voluntary contributions made to the plans. 
MidAmerican Energy’s pension and postretirement benefits plans are in underfunded positions due to the recent declines in 
the global equity markets. Even with sustained growth in the investments over future periods to increase the value of these 
plans’ assets, MidAmerican Energy will likely be required to make significant cash contributions to fund these plans. 
Furthermore, the recently enacted Pension Protection Act of 2006, as amended, may result in more volatility in the amount 
and timing of future contributions. Similarly, funds dedicated to nuclear decommissioning are also invested in equity and 
fixed income securities and poor performance of these investments will reduce the amount of funds available for their 
intended purpose which would require MidAmerican Energy to make additional cash contributions. Such cash funding 
obligations, which are also impacted by the other factors described above, could have a material impact on MidAmerican 
Energy’s liquidity by reducing its cash flows. 
 
MidAmerican Energy is involved in numerous legal proceedings, the outcomes of which are uncertain and could 
adversely affect its financial results. 
 
MidAmerican Energy is party to numerous legal proceedings. Litigation is subject to many uncertainties, and MidAmerican 
Energy cannot predict the outcome of individual matters. It is possible that the final resolution of some of the matters in 
which MidAmerican Energy is involved could result in additional payments in excess of established reserves over an 
extended period of time and in amounts that could have a material adverse effect on MidAmerican Energy’s financial results. 
Similarly, it is also possible that the terms of resolution could require that MidAmerican Energy change business practices 
and procedures, which could also have a material adverse effect on its financial results. Further, litigation could result in the 
imposition of financial penalties or injunctions which could limit MidAmerican Energy’s ability to take certain desired 
actions or the denial of needed permits, licenses or regulatory authority to conduct its business, including the siting or 
permitting of facilities. Any of these outcomes could adversely affect its financial results. 
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MidAmerican Energy’s indirect parent, MEHC or Berkshire Hathaway, could exercise control over MidAmerican Energy 
in a manner that would benefit MEHC or Berkshire Hathaway to the detriment of MidAmerican Energy’s creditors and 
preferred stockholders. 
 
Berkshire Hathaway is MEHC’s majority owner and has control over all decisions requiring shareholder approval. Likewise, 
MEHC is the indirect parent of MidAmerican Energy and the direct parent of MidAmerican Funding and, accordingly, has 
control over all decisions requiring shareholder approval, including the election of directors. In circumstances involving a 
conflict of interest between Berkshire Hathaway, MEHC and MidAmerican Energy’s creditors and preferred stockholders or 
MidAmerican Funding’s creditors, Berkshire Hathaway or  MEHC could exercise its control in a manner that would benefit 
Berkshire Hathaway or MEHC to the detriment of MidAmerican Energy’s creditors and preferred stockholders or 
MidAmerican Funding’s creditors.  
 
Potential changes in accounting standards might cause MidAmerican Energy to revise its financial results and disclosure 
in the future, which may change the way analysts measure its business or financial performance. 
 
Accounting irregularities discovered in the past few years in various industries have caused regulators and legislators to take 
a renewed look at accounting practices, financial disclosures, and companies’ relationships with their independent auditors. 
Because it is still unclear what laws or regulations will ultimately develop, MidAmerican Energy cannot predict the ultimate 
impact of any future changes in accounting regulations or practices in general with respect to public companies or the energy 
industry or in its operations specifically. In addition, the Financial Accounting Standards Board (“FASB”), the FERC or the 
SEC could enact new or revised accounting standards or FERC orders that might impact how MidAmerican Energy is 
required to record revenues, expenses, assets and liabilities. 
 
Item 1B.  Unresolved Staff Comments 
 
Not applicable. 
 
Item 2. Properties 
 
MidAmerican Energy’s regulated utility properties consist of the physical assets necessary to generate, transmit, store, 
distribute and supply energy and consist mainly of electric generation, transmission and distribution facilities, gas distribution 
facilities, along with related rights of way. It is the opinion of management that the principal depreciable properties owned by 
MidAmerican Energy are in good operating condition and well maintained. MidAmerican Energy’s most individually 
significant properties are its electric generation facilities. For information regarding these facilities, please refer to the 
“Regulated Electric Operations” discussion in Item 1 of this Form 10-K.  
 
The electric transmission system of MidAmerican Energy at December 31, 2008, included approximately 1,000 miles of 
345 kilovolt (“kV”) lines and approximately 1,200 miles of 161 kV lines. MidAmerican Energy’s electric distribution system 
included approximately 400 substations at December 31, 2008. 
 
Gas property consists primarily of natural gas mains and services lines, meters and related distribution equipment, including 
feeder lines to communities served from natural gas pipelines owned by others. The gas distribution facilities of 
MidAmerican Energy at December 31, 2008, included approximately 22,000 miles of gas mains and service lines. In 
addition, gas property includes three liquefied natural gas plants and two propane-air plants. Refer to the “Regulated Natural 
Gas Operations” discussion in Item 1 of this Form 10-K for information regarding these facilities.  
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Utility plant, including construction work in progress and net of accumulated depreciation, by functional classification is as 
follows as of December 31 (in millions): 
 
 2008  2007 
Electric    

Generation $ 4,105  $ 3,084 
Transmission  439   405 
Distribution  1,624   1,524 

Gas distribution  746   695 
 $ 6,914  $ 5,708 
 
Refer to Note 15 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for a 
discussion of operating segments.  
 
Item 3. Legal Proceedings 
 
None. 
 
Item 4. Submission of Matters to a Vote of Security Holders 
 
None. 
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PART II 
 
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 

Securities 
 
All common stock of MidAmerican Energy is held by its parent company, MHC, which is a direct, wholly owned subsidiary 
of MidAmerican Funding. MidAmerican Funding is an Iowa limited liability company whose membership interest is held 
solely by MEHC. 
 
Item 6. Selected Financial Data 
 
The following tables set forth selected consolidated historical financial data of MidAmerican Energy and MidAmerican 
Funding, which should be read in conjunction with the information in Item 7 of this Form 10-K and with their respective 
historical Consolidated Financial Statements and notes thereto in Item 8 of this Form 10-K. The selected consolidated 
historical financial data has been derived from each company’s audited historical Consolidated Financial Statements and 
notes thereto.  
 
 

MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
SELECTED FINANCIAL DATA 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006  2005  2004 
          
Consolidated Statement of 

Operations Data:  
         

Operating revenues $ 4,700  $ 4,258  $ 3,448  $ 3,160  $ 2,696 
Operating income  587   513   421   381   356 
Net income  343   326   266   221   210 
Earnings on common stock  342   325   265   220   209 
 
 As of December 31, 
 2008  2007  2006  2005  2004 
Consolidated Balance Sheet Data:          
Total assets $ 8,520  $ 7,251  $ 6,510  $ 5,864  $ 5,112 
Long-term debt (a)  2,865   2,471   1,821   1,632   1,423 
Short-term debt  457   86   -   -   - 
Preferred securities   30   30   30   30   30 
Common shareholder’s equity   2,569   2,288   1,951   1,745   1,527 
 
(a) Includes current portion. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
SELECTED FINANCIAL DATA 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006  2005  2004 
          
Consolidated Statement of 

Operations Data: 
         

Operating revenues $ 4,715  $ 4,267  $ 3,453  $ 3,166  $ 2,702 
Operating income   590   514   421   381   356 
Net income (a)  317   300   288   195   179 
          
 As of December 31, 
 2008  2007  2006  2005  2004 
          
Consolidated Balance Sheet Data:          
Total assets  $ 9,810  $ 8,544  $ 7,794  $ 7,157  $ 6,427 
Long-term debt (b)  3,565   3,171   2,521   2,332   2,123 
Short-term debt  457   86   -   -   - 
Note payable to affiliate  59   33   3   54   31 
MidAmerican Energy preferred 

securities   30   30   30   30   30 
Member’s equity  3,081   2,825   2,514   2,235   2,042 
 
(a) Net income for 2006 reflects a $19 million reduction of income taxes due to the resolution of a potential tax matter and after-tax gains totaling 

$30 million on the sales and restructurings of a number of MidAmerican Funding’s nonstrategic, passive investments.  
  
(b) Includes current portion. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 
General 
 
MidAmerican Funding, LLC (“MidAmerican Funding”) is an Iowa limited liability company whose sole member is 
MidAmerican Energy Holdings Company (“MEHC”). MidAmerican Funding owns all of the outstanding common stock of 
MHC Inc. (“MHC”), which owns all of the common stock of MidAmerican Energy Company (“MidAmerican Energy”), 
InterCoast Capital Company, Midwest Capital Group, Inc., MEC Construction Services Co.. MidAmerican Services 
Company and MHC, MidAmerican Funding and MEHC are headquartered in Des Moines, Iowa. 
 
Management’s Discussion and Analysis (“MD&A”) addresses the financial statements of MidAmerican Energy and 
MidAmerican Funding as presented in this joint filing. Information related to MidAmerican Energy, whether or not 
segregated, also relates to MidAmerican Funding. Information related to other subsidiaries of MidAmerican Funding pertains 
only to the discussion of the financial condition and results of operations of MidAmerican Funding. Where necessary, 
discussions have been segregated and labeled to allow the reader to identify information applicable only to MidAmerican 
Funding. 
 
Results of Operations  
 
Earnings Overview 
 
MidAmerican Energy – 
 
MidAmerican Energy’s earnings on common stock improved $17 million to $342 million for 2008 compared to $325 million 
for 2007. Operating income increased $74 million compared to 2007 due to improved margins on regulated electric sales. A 
reduction in income taxes also contributed to the improvement in earnings on common stock. These increases in earnings on 
common stock were partially offset by increased interest costs resulting from the issuance of long-term debt principally to 
fund MidAmerican Energy’s construction of additional wind-powered generation capacity in Iowa and by a decrease in 
allowances for equity and borrowed funds used during construction as a result of Walter Scott, Jr. Energy Center Unit No. 4 
(“WSEC Unit 4”) being placed in service in June 2007. MidAmerican Energy’s earnings on common stock improved 
$60 million to $325 million for 2007 compared to $265 million for 2006. Operating income increased $92 million due 
primarily to improved regulated electric margins.  
 
MidAmerican Funding - 
 
MidAmerican Funding’s net income for 2008 increased $17 million to $317 million compared to $300 million for 2007 due 
to the improvement in MidAmerican Energy’s earnings. MidAmerican Funding’s net income for 2007 increased $12 million 
to $300 million compared to $288 million for 2006. The $60 million increase in MidAmerican Energy’s earnings on common 
stock in 2007 was partially offset by $30 million of after-tax income in 2006 from gains on the sales and restructuring of a 
number of MidAmerican Funding’s nonstrategic, passive investments, and a $19 million reduction in 2006 income tax 
expense due to the resolution of a potential tax matter. 
 
Regulated Electric Gross Margin 
 
 2008  2007  2006 
Gross margin (in millions):      

Operating revenues $ 2,030  $ 1,934  $ 1,779 
Less cost of fuel, energy and capacity  743   741   672 

Electric gross margin $ 1,287  $ 1,193  $ 1,107 
      
Sales (Gigawatt hours (“GWh”)):      

Retail  20,928   20,976   19,831 
Wholesale  15,133   12,638   11,168 

Total  36,061   33,614   30,999 
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Electric gross margin for 2008 increased $94 million compared to 2007. Gross margin on electric wholesale sales, which 
include sales of energy to markets operated by regional transmission organizations, other utilities, municipalities and 
marketers inside and outside of MidAmerican Energy’s balancing authority area, increased $89 million in 2008, while gross 
margin on electric retail sales increased $5 million. Of the total improvement in electric wholesale gross margin, $67 million 
was driven by a 20% increase in wholesale sales volumes compared to 2007 enabled by the addition of Walter Scott, Jr. 
Energy Center Unit No. 4 (“WSEC Unit 4”) in June 2007 and 288 MW (nameplate ratings) of wind-powered generation 
placed in service in 2007 and 2008. Additionally, electric wholesale gross margin improved $20 million as the average 
electric wholesale margin per megawatt hour sold increased in 2008 due to a lower average cost of electricity.  
 
The increase in gross margin on electric retail sales was primarily due to a $9 million contribution from sales of renewable 
energy credits partially offset by a $4 million decrease due to lower average unit margins as increased sales to high-use 
industrials were offset by low residential sales that were affected by milder temperature conditions during the summer of 
2008.  
 
Electric gross margin for 2007 increased $86 million compared to 2006 principally due to a $60 million increase in gross 
margin on wholesale sales. Electric wholesale gross margin increased $41 million compared to 2006 as a result of an 
improved average electric wholesale margin per megawatt hour sold, which was due to increased availability of low-cost 
energy enabled by the addition of WSEC Unit 4 generation. The remaining $19 million increase in electric wholesale gross 
margin was attributable to a 13% increase in wholesale sales volumes compared to 2006 due to the addition of WSEC Unit 4 
in June 2007, newly added wind-powered generation, and greater regional wholesale market opportunities. 
 
Gross margin on electric retail sales increased $26 million in 2007, with electric retail sales volumes increasing 6% compared 
to 2006. The effect of more extreme temperature conditions during 2007 compared to 2006, an increase in the average 
number of retail customers, and other retail usage factors, such as home size, technology changes and multiple appliances, 
contributed $39 million to the improvement in electric retail gross margin. An increase in fuel costs related to retail electric 
sales reduced electric retail gross margin by $16 million compared to 2006 due in part to an increase in the portion of energy 
requirements met with higher cost generation resources, particularly prior to the addition of WSEC Unit 4.  
 
Regulated Gas Gross Margin 
 
 2008  2007  2006 
      
Gross margin (in millions):      

Operating revenues $ 1,377  $ 1,174  $ 1,112 
Less cost of gas sold  1,128   937   888 

Gas gross margin $ 249  $ 237  $ 224 
      
Sales (000’s Decatherms (“Dths”)):      

Retail  88,264   78,500   70,587 
Wholesale  43,908   45,891   49,209 

Total  132,172   124,391   119,796 
 
The following table summarizes the variance in gas operating revenues based on the change in gas cost recoveries and margin 
components (in millions). 
 
 2008 vs. 2007  2007 vs. 2006 
Impact of purchased gas adjustment clause:    

Sales volumes  $ 58  $ 35 
Average cost per unit  133   14 

Total change in cost of gas sold  191   49 
Margin on increased sales volumes  12   11 
Energy efficiency program cost recovery  (4)   (1) 
Transportation margin  4   1 
Other  -   2 

Total revenue variance $ 203  $ 62 
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Regulated gas revenues include purchased gas adjustment clauses through which MidAmerican Energy is allowed to recover 
the cost of gas sold from its retail gas utility customers. Consequently, fluctuations in the cost of gas sold do not directly 
affect gross margin or net income because revenues reflect comparable fluctuations through the purchased gas adjustment 
clauses. MidAmerican Energy’s average per-unit cost of gas for 2008 increased 12% compared to 2007 resulting in a 
$133 million increase in gas revenues and cost of gas sold. In addition, a 6% increase in sales volumes for 2008 increased gas 
revenues and cost of gas sold by $58 million compared to 2007. For 2007, gas revenues and cost of gas sold increased 
$35 million due to improved sales volumes compared to 2006. Additionally, MidAmerican Energy’s average per-unit cost of 
gas sold increased 2% in 2007, resulting in a $14 million increase in gas revenues and cost of gas sold compared to 2006.  
 
Usage factors includes the effect of colder temperature conditions during the heating seasons for 2008 and 2007 compared to 
their respective preceding year, an approximate 1% increase in the average number of gas retail customers, and influences 
other than weather on customer usage, such as technology, energy efficiency and economics.  
 
Changes in the recovery of energy efficiency program costs are substantially matched by changes in other operating 
expenses. Total natural gas retail sales volumes increased 12% for 2008 compared to 2007 and 11% for 2007 compared to 
2006. 
 
Regulated Operating Expenses 
 
Other operating expenses of $422 million for 2008 increased $3 million compared to 2007. Electric distribution costs 
increased $4 million compared to 2007, and fossil-fueled generation operation costs increased $4 million due in part to 
WSEC Unit 4 beginning commercial operation in June 2007. Additionally, a number of other operating costs, including 
nuclear generation, electric transmission, wind-powered generation, and health care, each had less significant increases. 
These increases were substantially offset by a $7 million decrease in pension and other postretirement costs and a $4 million 
decrease in energy efficiency program costs, which was matched by a decrease in related gas revenues.  
 
Other operating expenses of $419 million for 2007 increased $17 million compared to 2006 due largely to an $11 million 
increase in generation operation costs principally attributable to WSEC Unit 4, which began commercial operation in 
June 2007, and greater nuclear generation costs. Gas distribution costs increased $3 million due in part to a sizable change-
out of certain metering devices in a portion of MidAmerican Energy’s distribution system. Electric transmission costs 
increased $2 million compared to 2006, while electric distribution and information technology costs each increased 
$1 million. Additionally, other operating expenses for 2007 include $1 million of costs to address Illinois generation issues. 
These increases were partially offset by a $6 million decrease in employee benefit costs and a $3 million decrease in 
manufactured gas clean up costs compared to 2006. 
 
Maintenance expense of $204 million for 2008 increased $3 million compared to 2007 primarily due to a $7 million increase 
in costs for emergency response and restoration as a result of storms and flooding in 2008, offset partially by a $2 million 
decrease in fossil-fueled generation plant maintenance costs as a result of outages in 2007. Maintenance expense of 
$201 million for 2007 increased $45 million compared to 2006 due principally to a $22 million increase in electric 
distribution maintenance as a result of $17 million incurred for restoration of facilities damaged by storms. Other power 
generation maintenance costs increased $12 million for 2007 compared to 2006 primarily due to the maintenance of a 
compressor and hot gas path at Greater Des Moines Energy Center. Fossil-fueled generation maintenance increased 
$6 million in 2007 due to a transformer failure at Louisa Generating Station and the addition of WSEC Unit 4. 
 
Depreciation and amortization expense of $281 million for 2008 increased $13 million compared to 2007. For 2007, 
depreciation and amortization expense of $268 million decreased $6 million compared to 2006. Utility plant depreciation 
expense increased $30 million for 2008 compared to 2007 and $19 million for 2007 compared to 2006 due to additional plant 
in service, including WSEC Unit 4 placed in service in June 2007, and wind-powered generating facilities placed in service 
particularly in the fourth quarters of 2006 and 2007 and the first quarter of 2008. These increases were partially offset by 
decreases of $17 million and $25 million for 2008 and 2007, respectively, in regulatory expense related to a revenue sharing 
arrangement in Iowa as a result of lower Iowa electric equity returns. Refer to Note 4 of Notes to Consolidated Financial 
Statements for an explanation of the revenue sharing arrangement. 
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Nonregulated Gross Margin 
 
 2008  2007  2006 
      
MidAmerican Energy (in millions) −      

Nonregulated operating revenues $ 1,293  $ 1,150  $ 557 
Less nonregulated cost of sales  1,212   1,061   522 

Nonregulated gross margin $ 81  $ 89  $ 35 
      
MidAmerican Funding Consolidated (in millions) −      

Nonregulated operating revenues $ 1,308  $ 1,159  $ 562 
Less nonregulated cost of sales  1,214   1,063   523 

Nonregulated gross margin $ 94  $ 96  $ 39 
      
Nonregulated electric retail sales (GWh)  9,374   10,042   3,558 
 
MidAmerican Energy’s nonregulated gross margin for 2008 decreased $8 million compared to 2007, while nonregulated 
gross margin for 2007 increased $54 million compared to 2006. The following table presents the margins related to various 
nonregulated activities (in millions): 
 
 2008  2007  2006 
      
Nonregulated electric $ 58  $ 70  $ 13 
Nonregulated gas  9   8   11 
Income sharing arrangements under regulated gas tariffs  9   5   6 
Incentive gas supply procurement program award  1   2   1 
Other  4   4   4 
 $ 81  $ 89  $ 35 
 
Nonregulated revenues and cost of sales for 2008 increased compared to 2007 principally due to higher average prices and 
costs related to both nonregulated gas sales and nonregulated electric retail sales. Additionally, nonregulated gas sales 
volumes increased 9%, while nonregulated electric retail sales volumes decreased 7%. Increased competition in Illinois 
throughout 2008 resulted in lower nonregulated electric volumes and margin compared to 2007.  
 
Nonregulated revenues, cost of sales and gross margin for 2007 increased compared to 2006 due primarily to a 182% 
increase in nonregulated electric retail sales volumes, which was driven by a greater number of commercial and industrial 
customers being served by MidAmerican Energy in the Illinois market. Beginning January 1, 2007, the Illinois electricity 
market became fully competitive, and the major electric distribution companies in Illinois increased their purchases of energy 
on the open market due to the expiration of legacy contracts associated with industry restructuring in Illinois. That change has 
provided greater opportunities for MidAmerican Energy’s nonregulated electric retail business. Higher average prices and 
costs related to nonregulated electric sales also contributed to the increases. These increases were partially offset by a 15% 
decrease in nonregulated gas sales volumes and lower average prices and costs.  
 
Nonregulated operations also include earnings from sharing arrangements under applicable state regulations and tariffs filed 
with the IUB and the South Dakota Public Utilities Commission (“SDPUC”) for MidAmerican Energy’s regulated natural 
gas operations. Under these arrangements, MidAmerican Energy is allowed to keep a portion of the benefits of gas sales for 
resale and capacity release transactions. MidAmerican Energy also has an Incentive Gas Supply Procurement Program 
(“IGSPP”) in Iowa and a similar program in South Dakota, under which it can receive awards for successful performance of 
gas supply procurement. Under the IGSPP, if MidAmerican Energy’s cost of gas varies from an established reference price 
range, then the savings or cost is shared between customers and shareholders. The IGSPP and the South Dakota program 
extend through October 31, 2010. 
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Non-Operating Income 
 
MidAmerican Energy - 
 
MidAmerican Energy’s non-operating income for 2008 decreased $32 million compared to 2007 primarily due to a 
$16 million decrease in allowance for equity funds as a result of the decrease in construction work in progress from WSEC 
Unit 4 being placed in service in June 2007 and the impact of a greater portion of construction being financed by debt in 
2008. As a regulated public utility, MidAmerican Energy is allowed to capitalize, and record as income, a cost of 
construction for equity funds used, based on guidelines set forth by the Federal Energy Regulatory Commission (“FERC”). 
 
Other income includes income from corporate-owned life insurance policies, which decreased $7 million for 2008 compared 
to 2007 due to the decline in the capital markets. Other expense for 2008 includes a $5 million loss due to an other-than-
temporary write-down in the fair value of a portion of a MidAmerican Energy investment.  
 
MidAmerican Energy’s non-operating income for 2007 increased $4 million compared to 2006 due to an increase in 
allowance for equity funds as a result of the increase in construction work in progress.  
 
MidAmerican Funding - 
 
MidAmerican Funding’s non-operating income for 2008 decreased $33 million compared to 2007 due to the MidAmerican 
Energy items discussed above. MidAmerican Funding’s non-operating income for 2007 decreased $43 million compared to 
2006 due primarily to $52 million of pretax gains in 2006 related to nonstrategic investments including:  
 

• $32 million of pre-tax gains from the disposals of shares of common stock of an electronic energy and metals 
trading exchange;  

 
• an $8 million pre-tax gain on the sale of MidAmerican Funding’s non-controlling interest in a non-utility gas-

fired cogeneration plant; 
 
• a $7 million pre-tax gain on the sale of a commercial passenger aircraft; and 
 
• $5 million of pre-tax income resulting from changes in a financing arrangement related to a nonstrategic 

investment in a hydroelectric generating plant.  
 

Fixed Charges 
 
The $32 million increase in MidAmerican Energy’s interest on long-term debt for 2008 compared to 2007 was primarily due 
to the issuances of $400 million of 5.65% Senior Notes and $250 million of 5.95% Senior Notes in June 2007 and 
$350 million of 5.3% Senior Notes in March 2008. MidAmerican Energy’s other interest expense decreased $5 million due to 
a lower balance of the Iowa revenue sharing liability. MidAmerican Energy is allowed to capitalize, and record as a reduction 
to fixed charges, a cost of construction for debt funds used, based on guidelines set forth by the FERC. The $2 million 
decrease in allowance for borrowed funds for 2008 was primarily due to a decrease in construction work in progress from 
WSEC Unit 4 being placed in service in June 2007. 
 
The $29 million increase in MidAmerican Energy’s interest on long-term debt for 2007 compared to 2006 was due to long-
term debt issuances of $350 million of 5.8% Senior Notes in October 2006 and $400 million of 5.65% Senior Notes and 
$250 million of 5.95% Senior Notes in June 2007. MidAmerican Energy’s other interest expense decreased $3 million due to 
the reduction in the Iowa revenue sharing liability as a result of WSEC Unit 4 being placed in service in June 2007. The 
$2 million increase in allowance for borrowed funds for 2007 was due to the increase in construction work in progress 
compared to 2006.  
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Income Taxes 
 
MidAmerican Energy - 
 
MidAmerican Energy’s income tax expense decreased $4 million to $126 million for 2008 compared to 2007 and increased 
$12 million to $130 million for 2007 compared to 2006, with effective tax rates of 27%, 28% and 31% for 2008, 2007 and 
2006, respectively. 
 
Federal law currently provides for federal production tax credits for energy produced by renewable electricity generation 
facilities, including wind-powered generation for ten years after the in-service date. Due to MidAmerican Energy’s 
significant additions of wind-powered generation during 2007 and 2008, its income taxes include additional production tax 
credits of $17 million for 2008 and $9 million for 2007 compared to the preceding year. 
 
MidAmerican Funding - 
 
MidAmerican Funding’s income tax expense decreased $4 million to $107 million for 2008 compared to 2007 and increased 
$16 million to $111 million for 2007 compared to 2006, with effective tax rates of 25%, 27% and 25% for 2008, 2007 and 
2006, respectively. In 2006, MidAmerican Funding reduced its income tax expense by $19 million due to the resolution of a 
potential tax matter. 
 
Liquidity and Capital Resources 
 
As of December 31, 2008, MidAmerican Energy’s total net liquidity available was $257 million consisting of $9 million of 
cash and cash equivalents and $900 million of revolving credit facilities reduced by $457 million of short-term borrowings 
and $195 million of the revolving credit facilities reserved to support MidAmerican Energy’s variable-rate tax-exempt bond 
obligations. As of December 31, 2008, MidAmerican Funding’s total net liquidity available was $262 milion, including 
MHC’s $4 million revolving credit facility. 
 
Cash Flows From Operating Activities 
 
MidAmerican Energy’s net cash flows from operating activities were $715 million, $599 million and $560 million for 2008, 
2007 and 2006, respectively. MidAmerican Funding’s net cash flows from operating activities were $689 million, 
$570 million and $516 million for 2008, 2007 and 2006, respectively. The increase in operating cash flows for 2008 was 
primarily due to a reduction in income taxes paid resulting from greater tax depreciation on increased capital additions and 
greater production tax credits in 2008, as well as higher regulated electric margins. These increases were partially offset by 
greater disbursements for interest and maintenance expense and by greater cash collateral posted for derivative positions. 
 
Cash Flows From Investing Activities 
 
MidAmerican Energy’s net cash flows used in investing activities were $1.477 billion, $1.326 billion and $751 million for 
2008, 2007 and 2006, respectively. MidAmerican Funding’s net cash flows used in investing activities were $1.477 billion, 
$1.327 billion and $707 million for 2008, 2007 and 2006, respectively. Net cash flows from investing activities consist 
almost entirely of utility construction expenditures. During 2008 and 2007, MidAmerican Energy placed into service 
623 MW and 202 MW (nameplate ratings), respectively, of wind-powered generation capacity in Iowa. Generally speaking, 
accredited capacity ratings for wind-powered generation facilities are considerably less than the nameplate ratings due to the 
varying nature of wind. MidAmerican Energy continues to pursue additional cost effective wind-powered generation 
capacity. Utility construction expenditures for 2007 also included amounts for the construction of WSEC Unit 4, which was 
placed into service in June 2007. 
 
Cash Flows From Financing Activities 
 
MidAmerican Energy’s net cash flows from financing activities were $760 million, $729 million and $129 million for 2008, 
2007 and 2006, respectively. MidAmerican Funding’s net cash flows from financing activities were $786 million, 
$760 million and $129 million for 2008, 2007 and 2006, respectively. Sources of cash consisted primarily of proceeds from 
the issuances of MidAmerican Energy long-term debt totaling $451 million, $649 million and $349 million for 2008, 2007 
and 2006, respectively. Additionally, 2008 and 2007 include $371 million and $86 million, respectively, of cash received 
from short-term debt borrowings.  
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Long-Term Debt Issuances 
 
On July 1, 2008, the Iowa Finance Authority issued $45 million of variable-rate tax-exempt bonds due July 1, 2038, the 
proceeds of which were loaned to MidAmerican Energy and are restricted for the payment of qualified environmental 
construction costs. As of December 31, 2008, $15 million of restricted proceeds remained. Also on July 1, 2008, the Iowa 
Finance Authority issued $57 million of variable-rate tax-exempt bonds due May 1, 2023, to refinance $57 million of 
pollution control revenue refunding bonds issued on behalf of MidAmerican Energy in 1993. MidAmerican Energy is 
contractually responsible for the timely payment of principal and interest on these variable-rate tax-exempt bonds. 
 
On March 25, 2008, MidAmerican Energy issued $350 million of 5.3% Senior Notes due March 15, 2018. The proceeds 
were used by MidAmerican Energy to pay construction costs, including costs for its wind-powered generation projects in 
Iowa, to repay short-term indebtedness and for general corporate purposes. 
 
Debt Authorizations and Related Matters 
 
MidAmerican Energy has authority from the FERC to issue commercial paper and bank notes aggregating $1.2 billion 
through October 30, 2010. MidAmerican Energy currently has two unsecured revolving credit facilities that support its 
commercial paper program and its variable-rate tax-exempt bond obligations. The $645 million multi-bank credit facility 
reduces in July 2012 to $530 million, which expires in July 2013, and the $250 million bilateral credit facility expires in 
October 2009. Additionally, MidAmerican Energy has a $5 million unsecured revolving credit facility for general corporate 
purposes. 
 
MidAmerican Energy currently has an effective registration statement with the SEC to issue any amount of long-term 
securities through October 1, 2011. It also has authorization from the FERC to issue long-term securities totaling up to 
$1.118 billion through May 14, 2009, and $870 million through October 30, 2010. Regarding annual and multiple year 
capital projects, MidAmerican Energy has authorizations from the Illinois Commerce Commission (“ICC”), expiring from 
May 2, 2009, to October 8, 2012, to issue up to an aggregate of $1.106 billion of long-term debt securities.  
 
In conjunction with the March 1999 merger, MidAmerican Energy committed to the IUB to use commercially reasonable 
efforts to maintain an investment grade rating on its long-term debt and to maintain its common equity level above 42% of 
total capitalization unless circumstances beyond its control result in the common equity level decreasing to below 39% of 
total capitalization. MidAmerican Energy must seek the approval of the IUB of a reasonable utility capital structure if 
MidAmerican Energy’s common equity level decreases below 42% of total capitalization, unless the decrease is beyond the 
control of MidAmerican Energy. MidAmerican Energy is also required to seek the approval of the IUB if MidAmerican 
Energy’s equity level decreases to below 39%, even if the decrease is due to circumstances beyond the control of 
MidAmerican Energy. If MidAmerican Energy’s common equity level were to drop below the required thresholds, 
MidAmerican Energy’s ability to issue debt could be restricted. As of December 31, 2008, MidAmerican Energy’s common 
equity ratio was 47% computed on a basis consistent with its commitment.  
 
MidAmerican Funding or one of its subsidiaries, including MidAmerican Energy, may from time to time seek to retire its 
outstanding debt through cash purchases in the open market, privately negotiated transactions or otherwise. Any debt 
securities repurchased by MidAmerican Funding or one of its subsidiaries may be reissued or resold by MidAmerican 
Funding or one of its subsidiaries from time to time and will depend on prevailing market conditions, the issuing company’s 
liquidity requirements, contractual restrictions and other factors. The amounts involved may be material. 
 
Future Uses of Cash 
 
MidAmerican Energy and MidAmerican Funding have available a variety of sources of liquidity and capital resources, both 
internal and external, including cash flows from operations, public and private debt offerings, the issuance of commercial 
paper, the use of unsecured revolving credit facilities, and other sources. These sources are expected to provide funds 
required for current operations, capital expenditures, debt retirements and other capital requirements. The availability and 
terms under which MidAmerican Energy and MidAmerican Funding have access to external financing depends on a variety 
of factors, including their credit ratings, investors’ judgment of risk and conditions in the overall capital market at the time of 
marketing, including the condition of the utility industry in general.  
 
As a result of recent economic and market conditions in the United States and most other economies around the world, the 
cost and availability of credit has been and may continue to be adversely affected by illiquid credit markets and significantly 
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wider credit spreads. Continued turbulence in the United States and international markets and economies may adversely 
affect MidAmerican Energy’s, and its customers, liquidity and financial condition. If these poor market conditions continue, 
it may limit MidAmerican Energy’s ability to access the bank and debt capital markets to meet liquidity and capital 
expenditure needs, resulting in adverse effects on the timing and amount of its capital expenditures, financial condition and 
results of operations. 
 
Utility Construction Expenditures 
 
MidAmerican Energy’s primary need for capital is utility construction expenditures. MidAmerican Energy’s utility 
construction expenditures for 2009, excluding the non-cash allowance for equity funds used during construction, are 
estimated to be approximately $410 million, which includes $37 million for emissions control equipment to address current 
and anticipated air quality regulations, and $373 million for ongoing operational projects, including connections for new 
customers and facilities to accommodate load growth. Capital expenditure needs are reviewed regularly by management and 
may change significantly as a result of such reviews. Estimates may change significantly at any time as a result of, among 
other factors, changes in rules and regulations, including environmental and nuclear, changes in income tax laws, general 
business conditions, load projections, the cost and efficiency of construction labor, equipment, and materials, and the cost of 
capital. In addition, there can be no assurance that costs related to capital expenditures will be fully recovered. MidAmerican 
Energy expects to meet these capital expenditure requirements with short-term borrowings, cash flows from operations and 
the issuance of long-term debt, however, to the extent this capital is more costly or not available, capital projects may be 
delayed or cancelled. 
 
MidAmerican Energy is subject to federal, state and local laws and regulations with regard to air and water quality, hazardous 
and solid waste disposal and other environmental matters. The future costs (beyond existing planned capital expenditures) of 
complying with applicable environmental laws, regulations and rules cannot be reasonably estimated but are expected to be 
material to MidAmerican Energy. In particular, future mandates, including those associated with addressing the issue of 
global climate change, may impact the operation of MidAmerican Energy, generating facilities and may require 
MidAmerican Energy to reduce emissions at its facilities through the installation of additional emission control equipment or 
to purchase additional emission allowances or offsets in the future. MidAmerican Energy is not aware of any proven, 
commercially available technology that eliminates or captures and stores carbon dioxide emissions from coal-fired and gas-
fired generation facilities, and MidAmerican Energy is uncertain when, or if, such technology will be commercially available. 
 
MidAmerican Energy has implemented a planning process that forecasts the site-specific controls and actions that may be 
required to meet emissions reductions as promulgated by the U.S. Environmental Protection Agency (“EPA”). The plan is 
designed to effectively manage its expenditures required to comply with emissions standards. On April 1, 2008, 
MidAmerican Energy submitted to the IUB an updated plan, as required every two years by Iowa law, which increased its 
estimate of required expenditures. That plan estimated that the cost of capital expenditures for emission control equipment 
included in its plan for compliance with current air quality requirements would total approximately $260 million for 
January 1, 2009, through December 31, 2015. Additionally, MidAmerican Energy expects to incur significant incremental 
operating costs in conjunction with the utilization of the emissions control equipment. Estimates of the environmental capital 
and operating requirements may change significantly at any time as a result of, among other factors, changes in related 
regulations, prices of products used to meet the requirements and management’s strategies for achieving compliance with the 
regulations.  
 
Refer to the “Environmental Regulations” section of Item 1 of this Form 10-K for a detailed discussion of environmental 
standards affecting MidAmerican Energy. 
 
Investment Trust Valuation 
 
MidAmerican Energy sponsors defined benefit pension plans and postretirement benefit plans (the “Plans”) that cover the 
majority of the employees of MEHC and its domestic subsidiaries other than PacifiCorp. During the year ended 
December 31, 2008, the funded status of the Plans declined by $218 million. The actual loss on plan assets for the year ended 
December 31, 2008 was $273 million, or 30% of the $900 million fair value of plan assets held as of December 31, 2007. 
Changes in the fair value of plan assets did not have an impact on MidAmerican Energy’s earnings for 2008; however, the 
poor performance contributed to an increase of $193 million in net regulatory assets related to amounts not yet recognized as 
components of net periodic benefit costs. The net regulatory asset represents amounts recoverable from customers in the 
future. Reduced benefit plan assets will result in increased benefit costs in future years and will increase the amount and 
accelerate the timing of required future funding contributions. 
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Contractual Obligations 
 
MidAmerican Energy and MidAmerican Funding have various contractual that may affect their financial condition. The 
following table summarizes as of December 31, 2008, the material cash obligations of MidAmerican Energy and 
MidAmerican Funding (in millions). 
 
   Period Payments are Due 
          
     2010-  2012-  After 
Type of Obligation Total  2009  2011  2013  2013 
MidAmerican Energy:          
Long-term debt, excluding unamortized debt 

premium and discount, net  $ 2,872 
 

$ - 
 

$ - 
 

$ 675 
 

$ 2,197 
Operating leases, easements and maintenance 

contracts (1)  233   19   35   18   161 
Coal, electricity and pipeline transportation 

commitments (1)  1,067 
 

 266 
 

 438 
 

 172 
 

 191 
Interest payments on long-term debt   2,258   153   306   277   1,522 
  6,430   438   779   1,142   4,071 
          
MidAmerican Funding parent:          
Long-term debt  700   175   200   -   325 
Interest payments on long-term debt   501   42   65   45   349 
  1,201   217   265   45   674 

Total $ 7,631  $ 655  $ 1,044  $ 1,187  $ 4,745 
 
(1) The operating leases, easements and maintenance contracts, and coal, electricity and pipeline transportation commitments are not reflected on the 

Consolidated Balance Sheets. Refer to Note 14 in Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for a discussion of the 
nature of these commitments. 

 
MidAmerican Energy has other types of commitments that relate primarily to construction expenditures (in “Utility 
Construction Expenditures” section above), asset retirement obligations (Note 11), pension and postretirement plans 
(Note 12) and residual guarantees on operating leases (Note 14). Refer, where applicable, to the respective referenced note in 
Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional information. 
 
Credit Ratings Risks 
 
As of January 31, 2009, MidAmerican Energy’s senior unsecured debt credit ratings were as follows: Fitch Ratings, 
“A/stable;” Moody’s Investor Service, “A2/stable;” and Standard & Poor’s, “A-/watch negative.” Debt and preferred 
securities of MidAmerican Energy are rated by nationally recognized credit rating agencies. Assigned credit ratings are based 
on each rating agency’s assessment of MidAmerican Energy’s ability to, in general, meet the obligations of the debt or 
preferred securities issued by MidAmerican Energy. The credit ratings are not a recommendation to buy, sell or hold 
securities, and there is no assurance that a particular credit rating will continue for any given period of time.  
 
MidAmerican Funding and MidAmerican Energy have no credit rating downgrade triggers that would accelerate the maturity 
dates of its outstanding debt, and a change in credit rating is not an event of default under the applicable debt instruments. 
MidAmerican Energy’s unsecured revolving credit facilities do not require the maintenance of a minimum credit rating level 
in order to draw upon its availability, but under certain instances must maintain sufficient covenant tests if ratings drop below 
a certain level. However, commitment fees and interest rates under the credit facilities are tied to credit ratings and increase 
or decrease when the ratings change. A ratings downgrade could also increase the future cost of commercial paper, short- and 
long-term debt issuances or new credit facilities. 
 
A change in MidAmerican Energy’s credit ratings could result in the requirement to post cash collateral, letters of credit or 
other similar credit support under certain agreements related to its procurement or sale of electricity, natural gas, coal, 
transportation and other supplies. In accordance with industry practice, MidAmerican Energy’s energy supply and marketing 
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activities may either specifically provide bilateral rights to demand cash or other security if credit exposures on a net basis 
exceed certain ratings-dependent threshold levels or provide the right for counterparties to demand “adequate assurances” in 
the event of a material adverse change in MidAmerican Energy’s creditworthiness. As of December 31, 2008, MidAmerican 
Energy’s credit ratings from the three recognized credit rating agencies were investment grade; however, if the ratings fell 
one rating below investment grade, its collateral requirements would increase by approximately $350 million. MidAmerican 
Energy’s collateral requirements could fluctuate considerably due to seasonality, market price volatility, a loss of key 
MidAmerican Energy generating facilities or other related factors.  
 
Generating Capability 
 
On August 13, 2007, retail customer usage of electricity caused a record hourly peak demand of 4,240 MW on MidAmerican 
Energy’s electric system. The hourly peak demand for 2008 of 4,210 MW was set on July 31. MidAmerican Energy is 
interconnected with Iowa utilities and utilities in neighboring states. MidAmerican Energy is also a member of the Mid-
Continent Area Power Pool (“MAPP”), a regional transmission group and generation reserve sharing pool. Each MAPP 
generation reserve participant is required to maintain for emergency purposes a net generating capability reserve of 15% 
above its system peak demand, including net capacity purchases and sales, for each month. MidAmerican Energy’s reserve 
margin at peak demand for 2008 was approximately 27%. 
 
MidAmerican Energy believes it has adequate electric capacity reserve through 2013. However, significantly higher-than-
normal temperatures during the cooling season could cause MidAmerican Energy’s reserve to fall below the 15% MAPP 
requirement. 
 
MidAmerican Energy is financially exposed to movements in energy prices since it does not recover its energy costs through 
an energy adjustment clause in Iowa and Illinois. Although MidAmerican Energy believes it has sufficient generation under 
typical operating conditions for its retail electric needs, a loss of adequate generation by MidAmerican Energy requiring the 
purchase of replacement power at a time of high market prices could subject MidAmerican Energy to losses on its energy 
sales.  
 
All of the coal-fired generating stations operated by MidAmerican Energy are fueled by low-sulfur, western coal from the 
Powder River Basin. MidAmerican Energy’s coal supply portfolio includes multiple suppliers and mines under short-term 
and multi-year agreements of varying quantities. MidAmerican Energy’s coal supply portfolio has a substantial majority of 
its expected 2009 requirements under fixed-price contracts. MidAmerican Energy regularly monitors the western coal 
market, looking for opportunities to enhance its coal supply portfolio. Additional information regarding MidAmerican 
Energy’s coal supply contracts is in Note 14 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
New Accounting Pronouncements 
 
For a discussion of new accounting pronouncements affecting MidAmerican Energy and MidAmerican Funding, refer to 
Note 2 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
Critical Accounting Policies 
 
Certain accounting policies require management to make estimates and judgments concerning transactions that will be settled 
several years in the future. Amounts recognized in the Consolidated Financial Statements from such estimates are necessarily 
based on numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. 
Accordingly, the amounts currently reflected in the Consolidated Financial Statements will likely increase or decrease in the 
future as additional information becomes available. The following critical accounting policies are impacted significantly by 
judgments, assumptions and estimates used in the preparation of the Consolidated Financial Statements. 
 
Accounting for the Effects of Certain Types of Regulation 
 
MidAmerican Funding and MidAmerican Energy prepare their financial statements in accordance with the provisions of 
Statement of Financial Accounting Standards (“SFAS”) No. 71, “Accounting for the Effects of Certain Types of Regulation” 
(“SFAS No. 71”), which differs in certain respects from the application of accounting principles generally accepted in the 
United States of America (“GAAP”) by nonregulated businesses. In general, SFAS No. 71 recognizes that accounting for 
rate-regulated enterprises should reflect the economic effects of regulation. As a result, a regulated entity is required to defer 
the recognition of costs or income if it is probable that, through the ratemaking process, there will be a corresponding 
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increase or decrease in future rates. Accordingly, MidAmerican Funding and MidAmerican Energy have deferred certain 
costs and income that will be recognized in earnings over various future periods.  
 
Management continually evaluates the applicability of SFAS No. 71 and assesses whether its regulatory assets are probable 
of future recovery by considering factors such as a change in the regulator’s approach to setting rates from cost-based 
ratemaking to another form of regulation, other regulatory actions or the impact of competition, which could limit 
MidAmerican Energy’s ability to recover its costs. Based upon this continual assessment, management believes the 
application of SFAS No. 71 continues to be appropriate and its existing regulatory assets are probable of recovery. The 
assessment reflects the current political and regulatory climate at both the state and federal levels and is subject to change in 
the future. If it becomes no longer probable that these costs will be recovered, the regulatory assets and regulatory liabilities 
would be written off and recognized in operating income. Total regulatory assets were $368 million and total regulatory 
liabilities were $659 million as of December 31, 2008. Refer to Note 4 of Notes to Consolidated Financial Statements in 
Item 8 of this Form 10-K for additional information regarding regulatory assets and liabilities. 
 
Goodwill 
 
MidAmerican Funding’s Consolidated Balance Sheet as of December 31, 2008, includes goodwill from the acquisition of 
MHC totaling $1.3 billion. Goodwill is allocated to each reporting unit and is tested at least annually for impairments using a 
variety of methods, principally discounted projected future net cash flows, with any impairments charged to earnings. 
MidAmerican Funding completed its annual review as of October 31 and no indicators of impairment were identified as of 
December 31, 2008. A significant amount of judgment is required in performing goodwill impairment tests. Key assumptions 
used in the testing include, but are not limited to, the use of estimated future cash flows, earnings before interest, taxes, 
depreciation and amortization (“EBITDA”) multiples and an appropriate discount rate. Estimated future cash flows are 
impacted by, among other factors, growth rates, changes in regulations and rates, ability to renew contracts and estimates of 
future commodity prices. In estimating cash flows, MidAmerican Funding incorporates current market information as well as 
historical factors.  
 
Accrued Pension and Postretirement Expense 
 
MidAmerican Energy sponsors defined benefit pension and other postretirement benefit plans that cover the majority of the 
employees of MEHC and its domestic energy subsidiaries other than PacifiCorp. MidAmerican Energy recognizes the funded 
status of its defined benefit pension and other postretirement benefit plans in the Consolidated Balance Sheets. Funded status 
is the fair value of plan assets minus the benefit obligation as of the measurement date. As of December 31, 2008, 
MidAmerican Energy recognized a liability totaling $276 million for the under-funded status for its defined benefit pension 
and other postretirement benefit plans. As of December 31, 2008, amounts not yet recognized as a component of net periodic 
benefit costs and that were included in regulatory assets totaled $77 million. 
 
The expense and benefit obligations relating to these pension and other postretirement benefit plans are based on actuarial 
valuations. Inherent in these valuations are key assumptions, including discount rates, expected long-term rate of return on 
plan assets, and health care cost trend rates. These actuarial assumptions are reviewed annually and modified as appropriate. 
MidAmerican Energy believes that the assumptions utilized in recording obligations under the plans are reasonable based on 
prior experience and market conditions. Refer to Note 12 of Notes to Consolidated Financial Statements in Item 8 of this 
Form 10-K for disclosures about MidAmerican Energy’s pension and other postretirement benefit plans, including the key 
assumptions used to calculate the funded status and net periodic benefit cost for these plans as of and for the year ended 
December 31, 2008. 
 
In establishing its assumption as to the expected long-term rate of return on plan assets, MidAmerican Energy reviews the 
expected asset allocation and develops return assumptions for each asset class based on historical performance and forward-
looking views of the financial markets. Pension and other postretirement benefit expenses increase as the expected long-term 
rate of return on plan assets decreases. MidAmerican Energy regularly reviews its actual asset allocations and periodically 
rebalances its investments to its targeted allocations when considered appropriate. 
 
MidAmerican Energy chooses a discount rate based upon high quality fixed-income investment yields in effect as of the 
measurement date that corresponds to the expected benefit period. The pension and other postretirement benefit liabilities, as 
well as expenses, increase as the discount rate is reduced. 
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MidAmerican Energy chooses a health care cost trend rate that reflects the near and long-term expectations of increases in 
medical costs and corresponds to the expected benefit payment periods. The health care cost trend rate gradually declines to 
5% by 2016 at which point the rate is assumed to remain constant. Refer to Note 12 of Notes to Consolidated Financial 
Statements in Item 8 of this Form 10-K for health care cost trend rate sensitivity disclosures. 
 
The actuarial assumptions used may differ materially from period to period due to changing market and economic conditions. 
These differences may result in a significant impact to the amount of pension and other postretirement benefit expense 
recorded and the funded status. If changes were to occur for the following assumptions, the approximate effect on the 
financial statements of the total plan before allocations to affiliates would be as follows (in millions):  
 
     Other Postretirement 
 Pension Plans  Benefit Plans 
 +0.5%  -0.5%  +0.5%  -0.5% 
        
Effect on December 31, 2008, benefit obligations:        

Discount rate $ (36)  $ 39  $ (11)  $ 12 
        

Effect on 2008 periodic benefit cost:        
Discount rate  (3)   4   (1)   - 
Expected return on plan assets  (3)   3   (1)   1 

 
A variety of factors affect the funded status of the plans, including asset returns, discount rates, plan changes and the plan 
funding practices of MidAmerican Energy. Specifically, the Pension Protection Act of 2006, as amended, imposed generally 
more stringent funding requirements for defined benefit pension plans, particularly for those significantly under-funded, and 
allowed for greater tax deductible contributions to such plans than previous rules permitted under the Employee Retirement 
Income Security Act of 1974. As a result, the MidAmerican Energy may be required to increase future contributions to its 
pension plans and there may be more volatility in annual contributions than historically experienced, which could have a 
material impact on financial results. Refer to “Future Uses of Cash” for additional discussion regarding investment trust 
valuations. 
 
Income Taxes 
 
In determining MidAmerican Funding’s and MidAmerican Energy’s income taxes, management is required to interpret 
complex tax laws and regulations. In preparing tax returns, MidAmerican Funding and MidAmerican Energy are subject to 
continuous examinations by federal, state and local tax authorities that may give rise to different interpretations of these 
complex laws and regulations. Due to the nature of the examination process, it generally takes years before these 
examinations are completed and these matters are resolved. The U.S. Internal Revenue Service has closed examination of the 
MEHC consolidated income tax returns through 2003, including components related to MidAmerican Funding and 
MidAmerican Energy. In addition, state jurisdictions have closed examinations of MidAmerican Funding’s and 
MidAmerican Energy’s income tax returns through at least 2002. Although the ultimate resolution of their federal and state 
tax examinations is uncertain, each company believes it has made adequate provisions for its tax positions and that the 
aggregate amount of additional tax liabilities that may result from these examinations, if any, will not have a material adverse 
impact on its financial results. Assets and liabilities are established for uncertain tax positions taken or positions expected to 
be taken in income tax returns when such positions are judged to not meet the “more-likely-than-not” threshold based on the 
technical merits of the position. 
 
MidAmerican Energy is required to pass income tax benefits related to certain property-related basis differences on to its 
customers in Iowa. These amounts were recognized as a net regulatory asset totaling $198 million as of December 31, 2008, 
and will be included in rates when the temporary differences reverse. Management believes the existing regulatory assets are 
probable of recovery. If it becomes no longer probable that these costs will be recovered, the assets would be written-off and 
recognized in earnings. 
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Revenue Recognition - Unbilled Revenue 
 
Unbilled revenue was $160 million as of December 31, 2008. Revenue from electric and natural gas customers is recognized 
as electricity or natural gas is delivered or services are provided. For MidAmerican Energy, the determination of sales to 
individual customers is based on a systematic reading of meters and fixed reservation charges based on contractual quantities 
and rates. At the end of each month, amounts of energy provided to customers since the date of the last meter reading are 
estimated, and the corresponding unbilled revenue is recorded. Factors that can impact the estimate of unbilled energy 
include, but are not limited to, seasonal weather patterns, historical trends, volumes, line losses, economic impacts and 
composition of customer class. Estimates are generally reversed in the following month and actual revenue is recorded based 
on subsequent meter readings. Historically, any differences between the actual and estimated amounts have been immaterial. 
 
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 
 
MidAmerican Energy’s Consolidated Balance Sheets include assets and liabilities with fair values that are subject to market 
risks. MidAmerican Energy’s significant market risks are primarily associated with commodity prices and interest rates. The 
following sections address the significant market risks associated with MidAmerican Energy’s business activities. 
MidAmerican Energy has established guidelines for credit risk management. The recent unprecedented volatility in the 
capital and credit markets has developed rapidly and may create additional risks in the future. Refer to Notes 2 and 7 of Notes 
to Consolidated Financial Statements in Item 8 of this Form 10-K for additional information regarding MidAmerican 
Energy’s accounting for derivative contracts.  
 
Commodity Price Risk 
 
MidAmerican Energy is subject to significant commodity price risk. Exposures include variations in the price of wholesale 
electricity that is purchased and sold, fuel costs to generate electricity, and natural gas supply for regulated retail gas 
customers. Electricity and natural gas prices are subject to wide price swings as demand responds to, among many other 
unpredictable items, changing weather, energy supply and demand, generating facility performance, limited storage, 
transmission and transportation constraints, and lack of alternative supplies from other areas. To mitigate a portion of the 
risk, MidAmerican Energy uses derivative instruments, including forward contracts, futures, options, swaps and other 
agreements, to effectively secure future supply or sell future production at fixed prices. The settled cost of these contracts is 
generally recovered from customers in regulated rates. Accordingly, the net unrealized gains and losses associated with 
interim price movements on contracts that are accounted for as derivatives, and amounts that are probable of recovery in 
retail rates, are recorded as net regulatory assets or regulatory liabilities. Financial results may be negatively impacted if the 
costs of wholesale electricity, fuel or natural gas are higher than what is permitted to be recovered in regulated retail rates.  
 
MidAmerican Energy also uses futures, options and swap agreements to economically hedge gas and electric commodity 
prices for physical delivery to nonregulated customers. MidAmerican Energy does not engage in a material amount of 
proprietary trading activities. 
 
The table that follows summarizes MidAmerican Energy’s commodity risk on energy derivative contracts, excluding 
collateral netting of $47 million, as of December 31, 2008, and shows the effects of a hypothetical 10% increase and a 10% 
decrease in forward market prices by the expected volumes for these contracts as of that date. The selected hypothetical 
change does not reflect what could be considered the best or worst case scenarios (dollars in millions): 
 

 

 
Fair Value – 

Asset (Liability) 

 

Hypothetical Price Change 

 Estimated Fair Value after 
Hypothetical Change in 

Price 
As of December 31, 2008  $  (78)  10% increase  $ (60) 
    10% decrease    (96) 
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Interest Rate Risk  
 
The following table summarizes MidAmerican Energy’s and MidAmerican Funding’s fixed-rate long-term debt and the 
estimated effects of hypothetical increases and decreases in interest rates based on rates in effect as of December 31, 2008. 
Because of their fixed interest rates, these instruments do not expose MidAmerican Energy or MidAmerican Funding to the 
risk of earnings loss due to changes in market interest rates. In general, such increases and decreases in fair value would 
impact earnings and cash flows only if MidAmerican Energy or MidAmerican Funding were to reacquire all or a portion of 
these instruments prior to their maturity. It is assumed that the changes occur immediately and uniformly to each debt 
instrument. The hypothetical changes in market interest rates do not reflect what could be deemed best or worst case 
scenarios. Variations in market interest rates could produce significant changes in the timing of repayments due to 
prepayment options available. For these reasons, actual results might differ from those reflected in the table (dollars in 
millions). 
 
    Estimated Fair Value after 
     Hypothetical Change  
     in Interest Rates 
 Carrying  Fair  100 bp  100 bp 
(bp = basis points) Value  Value  decrease  increase 
        
MidAmerican Energy:        

December 31, 2008 $ 2,675  $ 2,690  $ 2,925  $ 2,487
        

December 31, 2007 $ 2,354  $ 2,402  $ 2,631  $ 2,206
        
MidAmerican Funding:        

December 31, 2008 $ 700  $ 724  $ 769  $ 685
        

December 31, 2007 $ 700  $ 756  $ 809  $ 708
 
As of December 31, 2008 and 2007, MidAmerican Energy had floating rate obligations totaling $652 million and 
$206 million, respectively, that expose MidAmerican Energy to the risk of increased interest expense in the event of 
increases in short-term interest rates. This market risk is not hedged; however, if floating interest rates were to increase by 
10% from December 31 levels, it would not have a material effect on MidAmerican Energy’s interest expense for either year. 
The carrying value of the floating rate obligations approximated fair value as of December 31, 2008 and 2007. 
 
Credit Risk 
 
MidAmerican Energy extends unsecured credit to other utilities, energy marketers, financial institutions and other market 
participants in conjunction with wholesale energy supply and marketing activities. Credit risk relates to the risk of loss that 
might occur as a result of non-performance by counterparties of their contractual obligations to make or take delivery of 
electricity, natural gas or other commodities and to make financial settlements of these obligations. Credit risk may be 
concentrated to the extent that one or more groups of counterparties have similar economic, industry or other characteristics 
that would cause their ability to meet contractual obligations to be similarly affected by changes in market or other 
conditions. In addition, credit risk includes not only the risk that a counterparty may default due to circumstances relating 
directly to it, but also the risk that a counterparty may default due to circumstances involving other market participants that 
have a direct or indirect relationship with such counterparty. 
 
MidAmerican Energy analyzes the financial condition of each significant wholesale counterparty before entering into any 
transactions, establishes limits on the amount of unsecured credit to be extended to each counterparty, and evaluates the 
appropriateness of unsecured credit limits on a daily basis. To mitigate exposure to the financial risks of wholesale 
counterparties, MidAmerican Energy enters into netting and collateral arrangements that may include margining and cross-
product netting agreements and obtaining third-party guarantees, letters of credit and cash deposits. Counterparties may be 
assessed interest fees for delayed payments. If required, MidAmerican Energy exercises rights under these arrangements, 
including calling on the counterparty’s credit support arrangement.   
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As of December 31, 2008, 77% of MidAmerican Energy’s credit exposure, net of collateral, from wholesale energy supply 
and marketing activities was with counterparties having “investment grade” credit ratings from Moody’s or Standard & 
Poor’s, while an additional 23% of MidAmerican Energy’s credit exposure, net of collateral, from wholesale energy supply 
and marketing activities was with counterparties having financial characteristics deemed equivalent to “investment grade” by 
MidAmerican Energy based on internal review. A single counterparty comprises 18% of MidAmerican Energy’s aggregate 
credit exposure from wholesale activities, net of collateral, of December 31, 2008, and is rated investment grade by Moody’s 
and Standard & Poor’s. MidAmerican Energy is not aware of any factors that would likely result in a downgrade of the 
counterparty’s credit ratings to below investment grade over the remaining term of transactions outstanding as of 
December 31, 2008. 
 
MidAmerican Energy’s credit exposure with respect to wholesale natural gas, electricity, and derivatives transactions is 
summarized below as of December 31, 2008 (dollars in millions).  
 
        % of 

Credit Rating Equivalent  Credit  Collateral  Credit Exposure,  Credit Exposure, 
(Standard & Poor’s/Moody’s)  Exposure  Held  Net of Collateral  Net of Collateral 

         
AA-/Aa3 and above  $ 8  $ -  $ 8   15% 
A-/A3 to A+/A1  20  -   20   39 
BBB-/Baa3 to BBB+/Baa1  12  -   12   23 
BB-/Ba3 to BB+/Ba1  -  -   -   - 
B+/B1 or lower  -  1   -   - 
Unrated   15   3   12   23 

Total credit exposure  $ 55  $ 4  $ 52   100% 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
 
 
To the Board of Directors and Shareholder 
MidAmerican Energy Company 
Des Moines, Iowa 
 
We have audited the accompanying consolidated balance sheets and consolidated statements of capitalization of 
MidAmerican Energy Company and subsidiary (the “Company”) as of December 31, 2008 and 2007, and the related 
consolidated statements of operations, comprehensive income, cash flows and retained earnings for each of the three years in 
the period ended December 31, 2008. Our audits also included the financial statement schedule listed in the Index at 
Item 15(a)(2). These financial statements and financial statement schedule are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on the financial statements and financial statement schedule based 
on our audits.  
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over financial reporting as 
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such 
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of 
MidAmerican Energy Company and subsidiary as of December 31, 2008 and 2007, and the results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2008, in conformity with accounting principles 
generally accepted in the United States of America. Also, in our opinion, such financial statement schedule, when considered 
in relation to the basic consolidated financial statements taken as a whole, presents fairly in all material respects the 
information set forth therein. 
 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS 

(In millions) 
 
 As of December 31, 
 2008  2007 

ASSETS 
Utility Plant, Net    
Electric $ 8,952  $ 7,473 
Gas  1,155   1,086 
  10,107   8,559 
Accumulated depreciation and amortization  (3,426)   (3,237) 
  6,681   5,322 
Construction work in progress  233   386 
  6,914   5,708 
Current Assets    
Cash and cash equivalents  9   11 
Restricted cash and short-term investments  15   - 
Receivables, less allowances of $8 and $9, respectively  464   455 
Inventories  158   133 
Other  114   69 
  760   668 
Other Assets    
Investments and nonregulated property, net  400   478 
Regulatory assets  368   268 
Other  78   129 
  846   875 
Total Assets $ 8,520  $ 7,251 
    

CAPITALIZATION AND LIABILITIES 
Capitalization    
Common shareholder’s equity $ 2,569  $ 2,288 
Preferred securities  30   30 
Long-term debt, excluding current portion  2,865   2,470 
  5,464   4,788 
Current Liabilities    
Short-term debt  457   86 
Current portion of long-term debt  -   1 
Accounts payable  353   403 
Taxes accrued  103   90 
Interest accrued  44   41 
Other  100   76 
  1,057   697 
Other Liabilities    
Deferred income taxes  713   517 
Investment tax credits  36   38 
Asset retirement obligations  200   182 
Regulatory liabilities  659   793 
Other  391   236 
  1,999   1,766 
Total Capitalization and Liabilities $ 8,520  $ 7,251 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
Operating Revenues      
Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated  1,293   1,150   557 

  4,700   4,258   3,448 
Operating Expenses      
Regulated:      

Cost of fuel, energy and capacity  743   741   672 
Cost of gas sold   1,128   937   888 
Other operating expenses  422   419   402 
Maintenance  204   201   156 
Depreciation and amortization  281   268   274 
Property and other taxes  103   98   97 

  2,881   2,664   2,489 
Nonregulated:      

Cost of sales  1,212   1,061   522 
Other  20   20   16 

  1,232   1,081   538 
Total operating expenses  4,113   3,745   3,027 

      
Operating Income  587   513   421 
      
Non-Operating Income      
Interest and dividend income  5   9   9 
Allowance for equity funds  25   41   37 
Other income  3   9   9 
Other expense  (9)   (3)   (3) 

  24   56   52 
Fixed Charges      
Interest on long-term debt  154   122   93 
Other interest expense  4   9   12 
Allowance for borrowed funds  (16)   (18)   (16) 

  142   113   89 
      
Income Before Income Taxes  469   456   384 
Income Taxes  126   130   118 
      
Net Income  343   326   266 
Preferred Dividends  1   1   1 
      

Earnings on Common Stock $ 342  $ 325  $ 265 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Earnings on Common Stock $ 342  $ 325  $ 265 
      
Other Comprehensive Income (Loss)      
Unrealized gains (losses) on available-for-sale securities:      

Unrealized losses during period-      
Before income taxes  (21)   -   - 
Income tax benefit  9   -   - 

  (12)   -   - 
Less realized losses reflected in net income during period-      

Before income taxes  (2)   -   - 
Income tax benefit  1   -   - 

  (1)   -   - 
Net unrealized losses  (11)   -   - 

      
Unrealized gains (losses) on cash flow hedges:      

Unrealized gains (losses) during period-      
Before income taxes  (88)   20   (22) 
Income tax (expense) benefit  35   (8)   9 

  (53)   12   (13) 
Less realized losses reflected in net income during period-      

Before income taxes  (6)   (1)   (2) 
Income tax benefit  3   -   1 

  (3)   (1)   (1) 
Net unrealized gains (losses)  (50)   13   (12) 

      
Other comprehensive income (loss)  (61)   13   (12) 
      
Comprehensive Income $ 281  $ 338  $ 253 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Net Cash Flows From Operating Activities      
Net income $ 343  $ 326  $ 266 
Adjustments to reconcile net income to net cash flows from  
 operating activities: 

     

Depreciation and amortization  282   269   275 
Deferred income taxes and investment tax credit, net  206   23   (2) 
Amortization of other assets and liabilities  29   28   26 
Loss from impairment of available-for-sale securities  5   -   - 
Impact of changes in working capital-      

Receivables, net  (12)   (101)   98 
Inventories  (24)   (20)   (28) 
Derivative collateral, net  (38)   10   (38) 
Accounts payable  (46)   95   (76) 
Taxes accrued  (11)   (1)   16 
Other current assets and liabilities  11   1   34 

Other, net  (30)   (31)   (11) 
Net cash flows from operating activities  715   599   560 

      
Net Cash Flows From Investing Activities      
Utility construction expenditures  (1,471)   (1,298)   (757) 
Purchases of available-for-sale securities  (140)   (432)   (853) 
Proceeds from sales of available-for-sale securities  139   395   851 
Change in restricted cash and investments  (15)   -   - 
Other, net  10   9   8 

Net cash flows from investing activities  (1,477)   (1,326)   (751) 
      
Net Cash Flows From Financing Activities      
Dividends paid  (1)   (1)   (51) 
Proceeds from long-term debt  451   649   349 
Retirement of long-term debt  (58)   (2)   (161) 
Net change in short-term debt  371   86   - 
Other, net  (3)   (3)   (8) 

Net cash flows from financing activities  760   729   129 
      
Net Change in Cash and Cash Equivalents  (2)   2   (62) 
Cash and Cash Equivalents at Beginning of Year  11   9   71 
Cash and Cash Equivalents at End of Year $ 9  $ 11  $ 9 
      
Supplemental Disclosure:      
Interest paid, net of amounts capitalized $ 137  $ 97  $ 58 
Income taxes paid (received) $ (65)  $ 111  $ 107 
Current year utility construction expenditures payable at year end $ 95  $ 85  $ 69 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In millions, except share amounts) 
 
 As of December 31, 
 2008  2007 
        
Common Shareholder’s Equity        
Common shares, no par; 350,000,000 shares authorized; 

70,980,203 shares outstanding $ 561    $ 561   
Retained earnings  2,068     1,726   
Accumulated other comprehensive income (loss), net:        

Unrealized loss on available-for-sale securities  (11)     -   
Unrealized gain (loss) on cash flow hedges  (49)     1   

  2,569    47.0%   2,288    47.8% 
Preferred Securities (100,000,000 shares authorized)        
Cumulative shares outstanding; not subject to 

mandatory redemption:  
       

$3.30 Series, 49,451 shares  5     5   
$3.75 Series, 38,305 shares  4     4   
$3.90 Series, 32,630 shares  3     3   
$4.20 Series, 47,362 shares  5     5   
$4.35 Series, 49,945 shares  5     5   
$4.40 Series, 35,697 shares  3     3   
$4.80 Series, 49,898 shares  5     5   

  30   0.6%   30  0.6% 
Long-Term Debt, Excluding Current Portion        
Tax-exempt obligations:        

5.95% Series, due 2023 (general mortgage bond-
secured)  -     29   

Variable-rate series (2008- 1.14%, 2007- 3.51%) -        
Due 2016   34     34   
Due 2017  4     4   
Due 2023 (general mortgage bond-secured)  -     28   
Due 2023, issued in 1993  7     7   
Due 2023, issued in 2008  57     -   
Due 2024  35     35   
Due 2025  13     13   
Due 2038  45     -   

Notes:        
5.65% Series, due 2012  400     400   
5.125% Series, due 2013  275     275   
4.65% Series, due 2014  350     350   
5.95% Series, due 2017  250     250   
5.3% Series, due 2018  350     -   
6.75% Series, due 2031  400     400   
5.75% Series, due 2035  300     300   
5.8% Series, due 2036  350     350   

Obligations under capital leases  2     2   
Unamortized debt premium and discount, net  (7)     (7)   
  2,865   52.4%   2,470   51.6% 
Total Capitalization $ 5,464  100.0%  $ 4,788  100.0% 

 
The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Beginning of Year $ 1,726  $ 1,402  $ 1,187 
      
Adoption of FASB Interpretation No. 48  -   (1)   - 
      
Net Income  343   326   266 
      
Deduct:      
Dividends declared on preferred shares  1   1   1 
Dividends declared on common shares  -   -   50 
  1   1   51 
      
End of Year $ 2,068  $ 1,726  $ 1,402 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
(1) Company Organization 
 
MidAmerican Energy Company (“MidAmerican Energy”) is a public utility with electric and natural gas operations and is 
the principal subsidiary of MHC Inc. (“MHC”). MHC is a holding company that conducts no business other than the 
ownership of its subsidiaries, which include the following nonregulated subsidiaries: InterCoast Capital Company, Midwest 
Capital Group, Inc., MEC Construction Services Co. and MidAmerican Services Company. MHC is the direct wholly owned 
subsidiary of MidAmerican Funding, LLC, (“MidAmerican Funding”), which is an Iowa limited liability company with 
MidAmerican Energy Holdings Company (“MEHC”) as its sole member. MEHC is a consolidated subsidiary of Berkshire 
Hathaway Inc. (“Berkshire Hathaway”). 
 
(2) Summary of Significant Accounting Policies 
 
Basis of Consolidation 
 
The Consolidated Financial Statements include the accounts of MidAmerican Energy and the subsidiary in which it held a 
controlling financial interest as of the financial statement date. Intercompany accounts and transactions have been eliminated, 
other than those between rate-regulated operations. Certain amounts in the prior year Consolidated Financial Statements have 
been reclassified to conform to the current year presentation. Such reclassifications did not impact previously reported 
operating income, net income or retained earnings. 
 
Use of Estimates in Preparation of Financial Statements 
 
The preparation of the Consolidated Financial Statements in conformity with accounting principles generally accepted in the 
United States of America (“GAAP”) requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the period. These estimates include, but are not limited to, unbilled revenue, asset retirement obligations, valuation of 
certain financial assets and liabilities, effects of regulation, accounting for contingencies, including environmental, regulatory 
and income tax matters, and certain assumptions made in accounting for pension and other postretirement benefits. Actual 
results may differ from the estimates used in preparing the Consolidated Financial Statements.  
 
Cash Equivalents and Restricted Cash and Short-term Investments 
 
Cash equivalents consist of funds invested in commercial paper, money market accounts and in other investments with a 
maturity of three months or less when purchased. Cash and cash equivalents exclude amounts where availability is restricted 
by legal requirements, loan agreements or other contractual provisions. 
 
Investments 
 
MidAmerican Energy’s investments in debt and equity securities are classified as available-for-sale. MidAmerican Energy’s 
management determines the appropriate classification of investments in debt and equity securities at the acquisition date and 
re-evaluates the classifications at each balance sheet date.  
 
Available-for-sale securities are carried at fair value with realized gains and losses on auction rate securities, as determined 
on a specific identification basis, recognized in earnings and unrealized gains and losses recognized in accumulated other 
comprehensive income (“AOCI”), net of tax. Realized and unrealized gains and losses on trust funds related to the nuclear 
decommissioning of the Quad Cities Station are recorded as regulatory liabilities because MidAmerican Energy expects to 
recover costs for these activities through rates. If in management’s judgment a decline in the value of an investment below 
cost is other than temporary, the cost is written down to fair value. For the decommissioning trusts, any other-than-temporary 
decline of an investment below cost would not impact MidAmerican Energy’s financial results due to the regulatory 
treatment of gains and losses. Factors considered in judging whether an impairment is other than temporary include: the 
financial condition, business prospects and creditworthiness of the issuer; the length of time that fair value has been less than 
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cost; the relative amount of the decline and MidAmerican Energy’s ability and intent to hold the investment until the fair 
value recovers. Refer to Note 6 for additional discussion of MidAmerican Energy’s investments. 
 
Accounting for the Effects of Certain Types of Regulation 
 
MidAmerican Energy’s utility operations are subject to the regulation of the Iowa Utilities Board (“IUB”); the Illinois 
Commerce Commission (“ICC”); the South Dakota Public Utilities Commission, and the Federal Energy Regulatory 
Commission (“FERC”). MidAmerican Energy’s accounting policies and the accompanying consolidated financial statements 
conform to GAAP applicable to rate-regulated enterprises and reflect the effects of the ratemaking process.  
 
MidAmerican Energy prepares its financial statements in accordance with the provisions of Statement of Financial 
Accounting Standards (“SFAS”) No. 71, “Accounting for the Effects of Certain Types of Regulation” (“SFAS No. 71”), 
which differs in certain respects from the application of GAAP by nonregulated businesses. In general, SFAS No. 71 
recognizes that accounting for rate-regulated enterprises should reflect the economic effects of regulation. As a result, a 
regulated entity is required to defer the recognition of costs or income if it is probable that, through the ratemaking process, 
there will be a corresponding increase or decrease in future rates. Accordingly, MidAmerican Energy has deferred certain 
costs and income that will be recognized in earnings over various future periods.  
 
Management continually evaluates the applicability of SFAS No. 71 and assesses whether its regulatory assets are probable 
of future recovery by considering factors such as a change in the regulator’s approach to setting rates from cost-based 
ratemaking to another form of regulation, other regulatory actions or the impact of competition, which could limit 
MidAmerican Energy’s ability to recover its costs. Based upon this continual assessment, management believes the 
application of SFAS No. 71 continues to be appropriate and its existing regulatory assets are probable of recovery. The 
assessment reflects the current political and regulatory climate at both the state and federal levels and is subject to change in 
the future.  If it becomes no longer probable that these costs will be recovered, the regulatory assets and regulatory liabilities 
would be written off and recognized in operating income. 
 
Allowance for Doubtful Accounts 
 
The allowance for doubtful accounts is based on MidAmerican Energy’s assessment of the collectability of payments from its 
customers. This assessment requires judgment regarding the ability of customers to pay the amounts owed to MidAmerican 
Energy and the outcome of any pending disputes.  
 
Derivatives 
 
MidAmerican Energy employs a number of different commodity derivative instruments, including forward contracts, futures, 
options, swaps and other agreements, to manage commodity price, for example natural gas and electricity volatility and 
interest rate risks. Derivative instruments are recorded in the Consolidated Balance Sheets as either assets or liabilities and 
are stated at fair value unless they are designated as normal purchases or normal sales and qualify for the exemption afforded 
by GAAP. Derivative balances reflect reductions permitted under master netting arrangements with counterparties and cash 
collateral paid or received under such agreements. Cash collateral received from or paid to counterparties to secure derivative 
contract assets or liabilities in excess of amounts offset is included in current assets - other in the Consolidated Balance 
Sheets.  
 
Derivative contracts for commodities used in MidAmerican Energy’s normal business operations that are settled by physical 
delivery, among other criteria, are eligible for and may be designated as normal purchases and normal sales pursuant to the 
exemptions. Contracts that qualify and are designated as normal purchases or normal sales are not marked to market. 
Recognition of these contracts in operating revenue or cost of sales in the Consolidated Statements of Operations occurs 
when the contracts settle. 
 
For contracts designated in hedge relationships (“hedge contracts”), MidAmerican Energy formally assesses, at inception and 
thereafter, whether the hedge contracts are highly effective in offsetting changes in cash flows of the hedged items. 
MidAmerican Energy formally documents hedging activity by transaction type and risk management strategy. 
 
Changes in the fair value of a derivative designated and qualified as a cash flow hedge, to the extent effective, are included in 
the Consolidated Balance Sheets and the Consolidated Statements of Capitalization as AOCI, net of tax, until the hedged item 
is recognized in earnings. MidAmerican Energy discontinues hedge accounting prospectively when it has determined that a 
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derivative no longer qualifies as an effective hedge, or when it is no longer probable that the hedged forecasted transaction 
will occur. When hedge accounting is discontinued because the derivative no longer qualifies as an effective hedge, future 
changes in the value of the derivative are charged to earnings. Gains and losses related to discontinued hedges that were 
previously recorded in AOCI will remain in AOCI until the hedged item is realized, unless it is probable that the hedged 
forecasted transaction will not occur, at which time associated deferred amounts in AOCI are immediately recognized in 
earnings. 
 
Certain derivative electric and natural gas contracts utilized by the regulated operations of MidAmerican Energy are 
recoverable through rates. Accordingly, unrealized changes in fair value of these contracts are deferred as net regulatory 
assets or liabilities pursuant to SFAS No. 71. 
 
Inventories 
 
Inventories consist mainly of materials and supplies, totaling $68 million and $62 million as of December 31, 2008 and 2007, 
respectively, coal stocks, totaling $60 million and $41 million as of December 31, 2008 and 2007, respectively, and natural 
gas in storage, totaling $22 million and $25 million as of December 31, 2008 and 2007, respectively. Inventories are valued 
at the lower of average cost, except for natural gas in storage, which is valued at the lower of last-in-first-out (“LIFO”) or 
market. With respect to inventories carried at LIFO cost, the replacement cost would be $51 million and $73 million higher 
as of December 31, 2008 and 2007, respectively. 
 
Utility Plant, Net 
 

General 
 
Utility plant is recorded at historical cost. MidAmerican Energy capitalizes all construction costs related to material, direct 
labor and contract services, as well as indirect construction costs, which include an allowance for funds used during 
construction (“AFUDC”), as discussed below. The cost of major additions and betterments are capitalized, while costs for 
replacements, maintenance, and repairs that do not improve or extend the lives of the respective assets are charged to 
maintenance expense. Additionally, MidAmerican Energy has regulatory arrangements in Iowa in which the carrying cost of 
certain utility plant is reduced for amounts associated with electric returns on equity exceeding threshold levels. Refer to 
Note 4 for discussion of MidAmerican Energy’s revenue sharing arrangements. 
 
Generally, when MidAmerican Energy retires or sells utility plant, it charges the original cost to accumulated depreciation. 
Any net cost of removal is charged against the cost of removal regulatory liability that was established through depreciation 
rates. Net salvage is recorded in the related accumulated depreciation and amortization accounts and is considered in 
determining future depreciation rates. Any gain or loss on disposals of nonregulated assets is recorded in income or expense. 
 
MidAmerican Energy records AFUDC, which represents the estimated cost of debt and equity funds necessary to finance the 
construction of regulated facilities. AFUDC is computed based on guidelines set forth by the FERC and capitalized as a 
component of utility plant cost, with offsetting credits to earnings. After construction is completed, MidAmerican Energy is 
permitted to earn a return on these costs by their inclusion in rate base, as well as recover these costs through depreciation 
expense over the useful life of the related assets.  
 
Depreciation and amortization for MidAmerican Energy’s utility operations are based on straight-line composite rates. 
Periodic depreciation studies are performed to determine the appropriate group lives, net salvage and group depreciation 
rates. The average depreciation and amortization rates applied to depreciable utility plant for the years ended December 31 
were as follows: 
 
 2008  2007  2006 
      
Electric 3.3%  3.4%  3.7% 
Gas 3.1%  3.2%  3.3% 
 
Depreciation and amortization expense for 2007 and 2006 also includes $17 million and $42 million, respectively, for a 
regulatory charge pursuant to the terms of a series of electric rate settlement agreements in Iowa. Refer to Note 4 for further 
discussion. Additionally, depreciation expense for each year presented includes an $8 million charge, which for 2006 was 
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equal to the level of MidAmerican Energy’s annual funding into external trusts for the estimated decommissioning costs of 
the Quad Cities Station. Beginning in 2007, MidAmerican Energy reduced its funding into the trusts to $2 million annually. 
Refer to Note 4 for a discussion of the rate treatment for the decrease in funding. 
 

Asset Retirement Obligations 
 
MidAmerican Energy recognizes legal asset retirement obligations (“ARO”), mainly related to the decommissioning of 
nuclear generation assets. The fair value of an ARO liability is recognized in the period in which it is incurred, if a reasonable 
estimate of fair value can be made and is added to the carrying amount of the associated asset, which is then depreciated over 
the remaining useful life of the asset. Subsequent to the initial recognition, the ARO liability is adjusted for any material 
revisions to the expected value of the retirement obligation (with corresponding adjustments to utility plant) and for accretion 
of the liability due to the passage of time. The difference between the ARO liability, the corresponding ARO asset included 
in utility plant and amounts recovered in rates to satisfy such liabilities is recorded as a regulatory asset or liability. Estimated 
removal costs that MidAmerican Energy recovers through approved depreciation rates, but that do not meet the requirements 
of a legal ARO, are accumulated in a cost of removal regulatory liability in the Consolidated Balance Sheets. 
 

Impairment 
 
MidAmerican Energy evaluates long-lived assets for impairment, including utility plant, when events or changes in 
circumstances indicate that the carrying value of such assets may not be recoverable or the assets meet the criteria of held for 
sale. Upon the occurrence of a triggering event, the asset is reviewed to assess whether the estimated undiscounted cash flows 
expected from the use of the asset plus its residual value from the ultimate disposal exceeds the carrying value of the asset. If 
the carrying value exceeds the estimated recoverable amounts, the asset is written down to the estimated discounted present 
value of the expected future cash flows from using the asset. For regulated assets, any impairment charge is offset by the 
establishment of a regulatory asset to the extent recovery in rates is probable. For all other assets, any resulting impairment 
loss is reflected in the Consolidated Statements of Operations. The impacts of regulation are considered when evaluating the 
carrying value of regulated assets. 
 
Revenue Recognition 
 
Revenue from electric and natural gas customers is recognized as electricity or natural gas is delivered or services are 
provided. Revenue recognized includes unbilled, as well as billed, amounts. 
 
Unbilled revenues are an estimate of the amount customers will be billed for services rendered between the meter reading 
dates in a particular month and the end of that month. Accrued unbilled revenues were $160 million and $142 million as of 
December 31, 2008 and 2007, respectively, and are included in receivables on the Consolidated Balance Sheets. 
 
All of MidAmerican Energy’s regulated retail gas sales are subject to energy adjustment clauses. MidAmerican Energy also 
has costs that are recovered, at least in part, through bill riders, including energy efficiency costs. The clauses and riders 
allow MidAmerican Energy to adjust the amounts charged for electric and gas service as the related costs change. The costs 
recovered in revenues through use of the adjustment clauses and bill riders are charged to expense in the same period the 
related revenues are recognized. At any given time, these costs may be over or under collected from customers. The total 
under collection included in receivables at December 31, 2008 and 2007, was $30 million and $48 million, respectively. 
 
Sales and Excise Tax 
 
MidAmerican Energy collects from its customers sales and excise taxes assessed by governmental authorities on transactions 
with customers and later remits the collected taxes to the appropriate authority. If the obligation to pay a particular tax resides 
with the customer, MidAmerican Energy reports such taxes collected on a net basis and, accordingly, they do not affect the 
Consolidated Statement of Operations. Taxes for which the obligation resides with MidAmerican Energy are reported on a 
gross basis in operating revenues and operating expenses. The amounts reported on a gross basis are not material. 
 
Unamortized Debt Premiums, Discounts and Financing Costs 
 
Premiums, discounts and financing costs incurred for the issuance of long-term debt are amortized over the term of the 
related financing using the effective interest method. 
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Income Taxes 
 
Berkshire Hathaway commenced including MEHC and subsidiaries in its U.S. federal income tax return in 2006 as a result of 
converting its convertible preferred stock of MEHC into shares of MEHC common stock on February 9, 2006. MidAmerican 
Funding’s and MidAmerican Energy’s provision for income taxes has been computed on a stand-alone basis, and 
substantially all of their respective currently payable income taxes are remitted to MEHC. Prior to the conversion, MEHC 
filed a consolidated U.S. federal income tax return. 
 
Deferred tax assets and liabilities are based on differences between the financial statements and tax bases of assets and 
liabilities using the estimated tax rates in effect for the year in which the differences are expected to reverse. Changes in 
deferred income tax assets and liabilities that are associated with components of other comprehensive income are charged or 
credited directly to other comprehensive income. Changes in deferred income tax assets and liabilities that are associated 
with income tax benefits related to certain property-related basis differences and other various differences that MidAmerican 
Energy is required to pass on to its customers in Iowa are charged or credited directly to a regulatory asset or regulatory 
liability. These amounts were recognized as a net regulatory asset totaling $198 million and $183 million as of December 31, 
2008 and 2007, respectively, and will be included in rates when the temporary differences reverse. Other changes in deferred 
income tax assets and liabilities are included as a component of income tax expense.  
 
Investment tax credits are generally deferred and amortized over the estimated useful lives of the related properties or as 
prescribed by various regulatory jurisdictions.  
 
In determining MidAmerican Funding’s and MidAmerican Energy’s income taxes, management is required to interpret 
complex tax laws and regulations. In preparing tax returns, MidAmerican Funding and MidAmerican Energy are subject to 
continuous examinations by federal, state and local tax authorities that may give rise to different interpretations of these 
complex laws and regulations. Due to the nature of the examination process, it generally takes years before these 
examinations are completed and these matters are resolved. The U.S. Internal Revenue Service has closed examination of the 
MEHC consolidated income tax returns through 2003, including components related to MidAmerican Funding and 
MidAmerican Energy. In addition, state jurisdictions have closed examinations of MidAmerican Funding’s and 
MidAmerican Energy’s income tax returns through at least 2002. Although the ultimate resolution of their federal and state 
tax examinations is uncertain, each company believes it has made adequate provisions for its tax positions and the aggregate 
amount of any additional tax liabilities that may result from these examinations, if any, will not have a material adverse affect 
on its financial results. Assets and liabilities are established for uncertain tax positions taken or positions expected to be taken 
in income tax returns when such positions are judged to not meet the “more-likely-than-not” threshold based on the technical 
merits of the position. MidAmerican Funding’s and MidAmerican Energy’s unrecognized tax benefits are included in taxes 
accrued and other long-term liabilities, as appropriate, in their respective Consolidated Balance Sheets. Each company 
recognizes interest and penalties, if any, related to income taxes in income tax expense in the Consolidated Statements of 
Operations.  
 
New Accounting Pronouncements 
 
In December 2008, the Financial Accounting Standards Board (the “FASB”) issued Staff Position (“FSP”) No. 132(R)-1, 
“Employers’ Disclosures about Postretirement Benefit Plan Assets” (“FSP FAS 132(R)-1”). FSP FAS 132(R)-1 is intended to 
improve financial reporting about plan assets of defined benefit pension and other postretirement plans by requiring enhanced 
disclosures to enable investors to better understand how investment allocation decisions are made and the major categories of 
plan assets. FSP FAS 132(R)-1 also requires disclosure of the inputs and valuation techniques used to measure fair value and 
the effect of fair value measurements using significant unobservable inputs on changes in plan assets. In addition, FSP FAS 
132(R)-1 establishes disclosure requirements for significant concentrations of risk within plan assets. FSP FAS 132(R)-1 is 
effective for financial statements issued for fiscal years ending after December 15, 2009, with early application permitted. 
MidAmerican Energy is currently evaluating the impact of adopting FSP FAS 132(R)-1 on its disclosures included within the 
Notes to Consolidated Financial Statements. 
 
In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities - an 
amendment of FASB Statement No. 133” (“SFAS No. 161”). SFAS No. 161 is intended to improve financial reporting about 
derivative instruments and hedging activities by requiring enhanced disclosures to enable investors to better understand how 
and why an entity uses derivative instruments and their effects on an entity’s financial position, financial performance and 
cash flows. SFAS No. 161 is effective for financial statements issued for fiscal years and interim periods beginning after 
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November 15, 2008, with early application encouraged. MidAmerican Energy is currently evaluating the impact of adopting 
SFAS No. 161 on its disclosures included within the Notes to Consolidated Financial Statements. 
 
In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (“SFAS No. 141(R)”). SFAS No. 141(R) 
applies to all transactions or other events in which an entity obtains control of one or more businesses. SFAS No. 141(R) 
establishes how the acquirer of a business should recognize, measure and disclose in its financial statements the identifiable 
assets and goodwill acquired, the liabilities assumed and any noncontrolling interest in the acquired business. SFAS 
No. 141(R) is applied prospectively for all business combinations with an acquisition date on or after the beginning of the 
first annual reporting period beginning on or after December 15, 2008, with early application prohibited. SFAS No. 141(R) 
will not have an impact on MidAmerican Energy’s historical Consolidated Financial Statements and will be applied to 
business combinations completed, if any, on or after January 1, 2009. 
 
In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements – an 
amendment of ARB No. 51” (“SFAS No. 160”). SFAS No. 160 establishes accounting and reporting standards for the 
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS No. 160 requires entities to report 
noncontrolling interests as a separate component of shareholders’ equity in the consolidated financial statements. The amount 
of earnings attributable to the parent and to the noncontrolling interests should be clearly identified and presented on the face 
of the consolidated statements of operations. Additionally, SFAS No. 160 requires any changes in a parent’s ownership 
interest of its subsidiary, while retaining its control, to be accounted for as equity transactions. SFAS No. 160 is effective for 
fiscal years beginning on or after December 15, 2008 and interim periods within those fiscal years. MidAmerican Energy is 
currently evaluating the impact of adopting SFAS No. 160 on its consolidated financial position and results of operations. 
 
In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). SFAS No. 157 defines 
fair value, establishes a framework for measuring fair value and expands disclosures about fair value measurements. SFAS 
No. 157 does not impose fair value measurements on items not already accounted for at fair value; rather it applies, with 
certain exceptions, to other accounting pronouncements that either require or permit fair value measurements. Under SFAS 
No. 157, fair value refers to the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants in the principal or most advantageous market. The standard clarifies that fair value 
should be based on the assumptions market participants would use when pricing the asset or liability. In February 2008, the 
FASB issued FSP No. 157-2, “Effective Date of FASB Statement No. 157” (“FSP FAS 157-2”), which delays the effective 
date of SFAS No. 157 for all non-financial assets and liabilities, except those that are recognized or disclosed at fair value in 
the consolidated financial statements on a recurring basis until fiscal years beginning after November 15, 2008. These non-
financial items include assets and liabilities such as non-financial assets and liabilities assumed in a business combination, 
reporting units measured at fair value in a goodwill impairment test and AROs initially measured at fair value. In 
October 2008, the FASB issued FSP No. 157-3, “Determining the Fair Value of a Financial Asset When the Market for That 
Asset Is Not Active” (“FSP FAS 157-3”), which clarifies the application of SFAS No. 157 in a market that is not active and 
provides an example to illustrate key considerations in determining the fair value of a financial asset when the market for that 
financial asset is not active. FSP FAS 157-3 was effective upon issuance, including prior periods for which financial 
statements had not been issued. MidAmerican Energy applied the guidance of FSP FAS 157-3 when determining the fair 
value of its auction rate securities. MidAmerican Funding and MidAmerican Energy adopted the provisions of SFAS No. 157 
for assets and liabilities recognized at fair value on a recurring basis effective January 1, 2008. The partial adoption of SFAS 
No. 157 did not have a material impact on MidAmerican Funding’s or MidAmerican Energy’s Consolidated Financial 
Statements. Refer to Note 5 for additional discussion. 
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(3) Jointly Owned Utility Facilities 
 
Under joint facility ownership agreements with other utilities, MidAmerican Energy, as a tenant in common, has undivided 
interests in jointly owned generation and transmission facilities. MidAmerican Energy accounts for its proportional share of 
each facility, and each joint owner has provided financing for its share of each generating facility or transmission line. 
Operating costs of each facility are assigned to joint owners based on ownership percentage or energy purchased, depending 
on the nature of the cost. Operating costs and expenses on the Consolidated Statements of Operations include MidAmerican 
Energy’s share of the expenses of these facilities. 
 
The amounts shown in the table below represent MidAmerican Energy’s share in each jointly owned facility as of 
December 31, 2008 (dollars in millions). 
 

 
(1) Plant in Service amounts are net of credits applied under the Iowa revenue sharing arrangements. Refer to Note 4 for a discussion of 

MidAmerican Energy’s revenue sharing arrangements. 
  
(2) Transmission facilities include 345 and 161 kilovolt transmission lines. 
 
(4) Regulatory Matters 
 
Regulatory Assets and Liabilities 
 
Regulatory assets represent costs that are expected to be recovered in future regulated rates. MidAmerican Energy’s 
regulatory assets reflected on the Consolidated Balance Sheets consist of the following as of December 31 (in millions): 
 
 Average     
 Remaining Life  2008  2007 

      
Deferred income taxes, net(1)  26 years  $ 198  $ 183 
Employee benefit plans(2)  16 years   77   32 
Unrealized loss on regulated derivatives(3)  1 year   56   20 
Other  Various   37   33 

Total   $ 368  $ 268 
 
(1) Amounts represent income tax benefits related to state accelerated tax depreciation and certain property-related basis differences that were 

previously flowed through to customers and will be included in rates when the differences reverse. 
  
(2) Represents amounts not yet recognized as components of net periodic benefit cost that will be recovered in rates when recognized. 
  
(3) Amounts represent net unrealized losses related to derivative contracts included in rates. 
 
MidAmerican Energy had regulatory assets not earning a return or earning less than the stipulated return as of December 31, 
2008 and 2007, of $362 million and $262 million, respectively. 
 

  Company  Plant in  Accumulated  Construction 
  Share  Service (1)  Depreciation  Work in Progress 
         
Walter Scott, Jr. Unit No. 4   59.7%  $ 656  $ 28  $ - 
Louisa Unit No. 1  88.0   758   355   - 
Walter Scott, Jr. Unit No. 3  79.1   349   239   156 
Quad Cities Unit Nos. 1 & 2  25.0   335   153   22 
Ottumwa Unit No. 1  52.0   265   154   4 
George Neal Unit No. 4  40.6   170   129   - 
George Neal Unit No. 3  72.0   146   112   2 
Transmission facilities (2)  Various   170   48   - 
 Total    $ 2,849  $ 1,218  $ 184 
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Regulatory liabilities represent income to be recognized or amounts to be returned to customers in future periods. 
MidAmerican Energy’s regulatory liabilities reflected in the Consolidated Balance Sheets consist of the following as of 
December 31 (in millions): 
 

 Average     
 Remaining Life  2008  2007 
      

Cost of removal accrual(1)(2)  26 years  $ 522  $ 491 
Employee benefit plans(3)  -   -   148 
Asset retirement obligations(1)(4)  29 years   73   126 
Unrealized gain on regulated derivatives  1   52   - 
Other  Various   12   28 

Total   $ 659  $ 793 
 
(1) Amounts are deducted from rate base or otherwise accrue a carrying cost. 
  
(2) Amounts represent the remaining estimated costs, as accrued through depreciation rates and exclusive of ARO liabilities, of removing assets in 

accordance with accepted regulatory practices. 
  
(3) Represents amounts not yet recognized as components of net periodic benefit costs that are to be returned to customers in future periods when 

recognized in net periodic benefit cost. 
  
(4) Amount predominately represents the excess of nuclear decommission trusts assets over the related asset retirement obligation. Refer to Note 11 

for a discussion of asset retirement obligations. 
  
 
Rate Matters 
 
The IUB has approved a series of settlement agreements between MidAmerican Energy, the Iowa Office of Consumer 
Advocate (“OCA”) and other intervenors, under which MidAmerican Energy has agreed not to seek a general increase in 
electric base rates to become effective prior to January 1, 2014, unless its Iowa jurisdictional electric return on equity for any 
year covered by the applicable agreement falls below 10%, computed as prescribed in each respective agreement. Prior to 
filing for a general increase in electric rates, MidAmerican Energy is required to conduct 30 days of good faith negotiations 
with the signatories to the settlement agreements to attempt to avoid a general increase in such rates. As a party to the 
settlement agreements, the OCA has agreed not to request or support any decrease in MidAmerican Energy’s Iowa electric 
base rates to become effective prior to January 1, 2014. The settlement agreements specifically allow the IUB to approve or 
order electric rate design or cost of service rate changes that could result in changes to rates for specific customers as long as 
such changes do not result in an overall increase in revenues for MidAmerican Energy.  
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The settlement agreements also each provide that revenues associated with Iowa retail electric returns on equity within 
specified ranges will be shared with customers and that the portion assigned to customers will be recorded as a regulatory 
liability. The following table summarizes the ranges of Iowa electric returns on equity subject to revenue sharing under each 
of the remaining settlement agreements, the percent of revenues within those ranges to be assigned to customers, and the 
method by which the liability to customers will be settled. 
 

    Range of     
    Iowa Electric  Customers’   
    Return on  Share of   

Date Approved  Years  Equity Subject  Revenues  Method to be Used to  
by the IUB  Covered  to Sharing  Within Range  Settle Liability to Customers 

         
October 17, 2003  2006 - 2010  11.75% - 13%  40%  
    13% - 14%  50%  
    Above 14%  83.3%  

Credits against the cost of new 
generation plant in Iowa 

 
January 31, 2005  2011  Same  Same  Credits to customer bills in 

2012 

April 18, 2006  2012  Same  Same  Credits to customer bills in 
2013 

July 27, 2007(1)  2013  Same  Same  Credits against the cost of 
wind-powered generation 
projects covered by this 
agreement 

 
(1) If a rate case is filed pursuant to the 10% threshold, as discussed above, the revenue sharing arrangement for 2013 is changed such that the 

amount to be shared with customers will be 83.3% of revenues associated with Iowa electric operating income in excess of returns on equity 
allowed by the IUB as a result of the rate case. 

 
Under the 2007 settlement agreement, MidAmerican Energy reduced its funding into the Quad Cities Station’s 
decommissioning trusts from the 2006 level of $8 million annually to a new level of $2 million annually beginning in 2007. 
The difference is being used to reduce electric base rates in 2008 and 2009 for MidAmerican Energy’s residential customers 
in its eastern and southern Iowa service territories previously served by two of MidAmerican Energy’s predecessor 
companies. To the extent the reduction in funding exceeds the annual amount needed to implement these rate reductions, as 
approved by the IUB, the excess will be used during the period 2007 through 2013 (or through 2012 in the event there is a 
rate increase in 2013), to reduce MidAmerican Energy’s investment in WSEC Unit 4. 
 
Two additional settlement agreements between MidAmerican Energy, the OCA and other intervenors were approved by the 
IUB on June 16, 2008 and August 27, 2008, and related to MidAmerican Energy’s wind-powered generation projects. The 
agreements did not materially affect the revenue sharing arrangements established by the previous settlement agreements.  
 
The regulatory liabilities created by the settlement agreements, including a 2001 settlement agreement, have been and are 
currently recorded as a regulatory charge in depreciation and amortization expense when the liability is accrued. As a result 
of the credits applied to generating plant balances when the related plant is placed in service, depreciation expense is reduced 
over the life of the plant. On June 1, 2007, WSEC Unit 4 was placed in service. Accordingly, the January 1, 2007 balance of 
the revenue sharing liability, plus the related interest accrued in 2007, was applied against the cost of WSEC Unit 4 in utility 
plant in service.  
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The change in the balance of the regulatory liability is summarized as follows for the years ended December 31 (in millions): 
 
 2008  2007 
    
Balance January 1 $ 17  $ 259 
Current year revenue sharing  -   17 
Interest costs  -  5 
Amounts applied to utility plant in service  (17)   (264) 
Balance December 31 $ -  $ 17 
 
(5) Fair Value Measurements 
 
The carrying amounts of MidAmerican Energy’s cash and cash equivalents, restricted cash and short-term investments, 
receivables, payables, accrued liabilities and short-term debt approximate fair value because of the short-term maturity of 
these instruments. MidAmerican Energy has various financial instruments that are measured at fair value in the Consolidated 
Financial Statements, including marketable debt and equity securities and commodity derivatives. MidAmerican Energy’s 
financial assets and liabilities are measured using inputs from the three levels of the fair value hierarchy. A financial asset or 
liability classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement. The three levels are as follows: 
 

• Level 1 – Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that 
MidAmerican Energy has the ability to access at the measurement date. 

• Level 2 – Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for 
identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are 
observable for the asset or liability and inputs that are derived principally from or corroborated by observable 
market data by correlation or other means (market corroborated inputs). 

• Level 3 – Unobservable inputs reflect MidAmerican Energy’s judgments about the assumptions market 
participants would use in pricing the asset or liability since limited market data exists. MidAmerican Energy 
develops these inputs based on the best information available, including MidAmerican Energy’s own data. 

The following table presents MidAmerican Energy’s assets and liabilities recognized in the Consolidated Balance Sheet and 
measured at fair value on a recurring basis as of December 31, 2008 (in millions): 
 
 Input Levels for Fair Value Measurements     

Description Level 1  Level 2  Level 3  Other(1)  Total 
          
Assets(2)          
Investments in available-for-sale securities $ 148  $ 75  $ 16  $ -  $ 239 
Commodity derivatives  2   55   48   (48)   57 
 $ 150  $ 130  $ 64  $ (48)  $ 296 
          
Liabilities          
Commodity derivatives $ (55)  $ (120)  $ (8)  $ 95  $ (88) 
 
(1) Primarily represents netting under master netting arrangements and cash collateral requirements. 
  
(2) Does not include investments in either pension or other postretirement plan assets.  
 
MidAmerican Energy’s investments in debt and equity securities are classified as available-for-sale and stated at fair value. 
When available, the quoted market price or net asset value of an identical security in the principal market is used to record the 
fair value. In the absence of a quoted market price in a readily observable market, the fair value is determined using pricing 
models based on observable market inputs and quoted market prices of securities with similar characteristics. The fair value 
of MidAmerican Energy’s investments in auction rate securities, where there is no current liquid market, is determined using 
pricing models based on available observable market data and MidAmerican Energy’s judgment about the assumptions, 
including liquidity and nonperformance risks, which market participants would use when pricing the asset. All of 
MidAmerican Energy’s available-for-sale securities in Levels 1 and 2 above are held in nuclear decommissioning trusts for 
the Quad Cities Station. Refer to Note 6 for additional disclosures related to these investments.  
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MidAmerican Energy uses various commodity derivative instruments, including forward contracts, futures, options, swaps 
and other agreements. The fair value of commodity derivatives is determined using unadjusted quoted prices for identical 
instruments on the applicable exchange in which MidAmerican Energy transacts. When quoted prices for identical 
instruments are not available, MidAmerican Energy uses forward price curves derived from market price quotations, when 
available, or internally developed and commercial models, with internal and external fundamental data inputs. Market price 
quotations are obtained from independent energy brokers, exchanges, direct communication with market participants and 
actual transactions executed by MidAmerican Energy. Market price quotations for certain major electricity and natural gas 
trading hubs are generally readily obtainable for the applicable term of MidAmerican Energy’s outstanding commodity 
derivative instruments, and therefore, MidAmerican Energy’s forward price curves for those locations and periods reflect 
observable market quotes. Market price quotations for other electricity and natural gas trading hubs are not as readily 
obtainable or the instrument is not actively traded. Given that limited market data exists for these instruments, MidAmerican 
Energy uses forward price curves derived from internal models based on perceived pricing relationships to major trading 
hubs that are based on significant unobservable inputs. Refer to Note 7 for additional discussion regarding MidAmerican 
Energy’s commodity derivatives and related risks. 
 
The following table reconciles the beginning and ending balances of MidAmerican Energy’s assets and liabilities measured at 
fair value on a recurring basis using significant Level 3 inputs (in millions): 
 
  Investments   
  In Available-   
  For-Sale  Commodity 
  Securities  Derivatives 
     
Balance, January 1, 2008  $ 40  $ - 
Changes included in earnings(1)   (5)   38 
Unrealized gains (losses) included in other comprehensive income    (19)   1 
Unrealized gains included in regulatory assets and liabilities   -   3 
Settlements   -   (2) 
Balance, December 31, 2008  $ 16  $ 40 
 
(1) Changes included in earnings are reported in the Consolidated Statement of Operations as other expenses for investments in available-for-sale 

securities or nonregulated revenues for commodity derivatives. Included in earnings for the year ended December 31, 2008, was a realized loss 
of $5 million related to investments in available-for-sale securities and unrealized gains of $8 million related to commodity derivatives held at 
December 31, 2008. 

 
MidAmerican Energy’s long-term debt and current maturities of long-term debt are carried at cost in the Consolidated 
Financial Statements. The fair value of MidAmerican Energy’s long-term debt has been estimated based on the quoted 
market prices, where available, or at the present value of future cash flows discounted at rates consistent with comparable 
maturities with similar credit risks. The carrying amount of MidAmerican Energy’s variable-rate long-term debt 
approximates fair value because of the frequent repricing of these instruments at market rates. The following table presents 
the carrying amount and estimated fair value of MidAmerican Energy’s long-term debt, including the current portion, as of 
December 31 (in millions): 
 
 2008  2007 
    
Carrying amount $ 2,865  $ 2,471 
Estimated fair value  2,887   2,519 
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(6) Investments and Nonregulated Property, Net 
 
Investments and nonregulated property, net includes the following amounts as of December 31 (in millions): 
 
 2008  2007 
    
Nuclear decommissioning trusts $ 230  $ 276 
Rabbi trusts  128   136 
Auction rate securities  16   40 
Non-utility property, net of accumulated depreciation of 

$6 and $6, respectively  16   16 
Coal transportation property, net of accumulated depreciation 

of $3 and $3, respectively  9   9 
Other  1   1 

Total $ 400  $ 478 
 
General 
 
Funds held by the nuclear decommissioning trusts for the Quad Cities Station units are invested in accordance with 
applicable federal investment guidelines and are restricted for use as reimbursement for costs of decommissioning Quad 
Cities Station Units 1 and 2, which are currently licensed for operation until December 2032.  
 
The investment in rabbi trusts represents the cash surrender value of corporate-owned life insurance policies on certain key 
executives and directors and the fair value of other related investments. The rabbi trusts were established to hold investments 
used to fund the obligations of various nonqualified executive and director compensation plans and to pay the costs of the 
trusts. Changes in the cash surrender value of the policies are reflected in non-operating income - other income on the 
Consolidated Statements of Operation. 
 
MidAmerican Energy has interest bearing auction rate securities with a par value of $40 million and remaining maturities of 
8 to 27 years. These securities have historically provided liquidity through an auction process that reset the applicable interest 
rate at predetermined calendar intervals, usually every 28 days or less. The securities held have experienced multiple failed 
auctions and the failures have resulted in the interest rate on these investments resetting at higher levels. Interest has been 
paid on the scheduled auction dates. MidAmerican Energy considers the securities to be temporarily impaired, except for an 
other-than-temporary decline in the fair value of $5 million recorded in the fourth quarter of 2008, and has recorded 
unrealized losses on the securities of $19 million, before tax, in AOCI. MidAmerican Energy has the intent and ability to 
hold the securities until the remaining principal investment is collected.  
 
Non-utility property includes computer software, land and other assets not recoverable for regulated utility purposes. 
MidAmerican Energy has $9 million of currently non-recoverable utility transmission assets, which are being depreciated 
over 55 years. Other depreciable property consists primarily of computer software, which is amortized on a straight-line basis 
over five years. 
 
The coal transportation property is owned and operated by CBEC Railway Inc., a subsidiary of MidAmerican Energy. The 
property is depreciated on a straight-line basis over 37 years. 
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Investments in Debt and Equity Securities 
 
MidAmerican Energy’s investments in debt and equity securities as of December 31, 2008 and 2007, consisted of the 
investments in the Quad Cities Station nuclear decommissioning trusts and auction rate securities. All such investments are 
classified as available-for-sale, other than $7 million of cash equivalents in the Quad Cities Station trusts as of December 31, 
2008. The amortized cost, gross unrealized gains and losses and estimated fair value of the available-for-sale securities as of 
December 31 were as follows (in millions):  
 
 2008 
 Amortized  Unrealized  Unrealized  Fair 
 Cost  Gains  Losses  Value 
        

Equity securities $ 99  $ 24  $ (20)  $ 103 
Municipal bonds  27   1   -   28 
U. S. Government securities  56   9   -   65 
Corporate debt securities  26   1   -   27 
Auction rate securities  35   -   (19)   16 

 $ 243  $ 35  $ (39)  $ 239 
 
 2007 
 Amortized  Unrealized  Unrealized  Fair 
 Cost  Gains  Losses  Value 
        

Equity securities $ 91  $ 63  $ (4)  $ 150 
Municipal bonds  27   1   -   28 
U. S. Government securities  59   3   -   62 
Corporate debt securities  35   1   -   36 
Auction rate securities  40   -   -   40 

 $ 252  $ 68  $ (4)  $ 316 
 
As of December 31, 2008, MidAmerican Energy’s investments in available-for-sale debt securities had the following 
maturities (in millions):  
 
 Amortized  Fair 
 Cost  Value 
    
Within 1 year $ 5  $ 5 
1 through 5 years  37   39 
5 through 10 years  56   41 
Over 10 years  46   51 
 
The proceeds and gross realized gains and losses on the disposition of MidAmerican Energy’s available-for-sale securities 
are shown in the following table for the years ended December 31 (in millions). Realized and unrealized gains and losses in 
the Quad Cities Station nuclear decommissioning trusts are recorded in the regulatory liability related to the Quad Cities 
Station asset retirement obligation and do not impact earnings. Realized gains and losses are determined by specific 
identification.  
 
 2008  2007  2006 
      
Proceeds from sales $ 139  $ 395  $ 851 
Gross realized gains  6   4   4 
Gross realized losses  (11)   (2)   (2) 
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(7) Risk Management 
 
MidAmerican Energy is exposed to the impact of market fluctuations in commodity prices, principally natural gas and 
electricity. Interest rate risk exists on variable rate debt, commercial paper and future debt issuances. MidAmerican Energy 
employs established policies and procedures to manage its risks associated with these market fluctuations using various 
commodity and financial derivative instruments, including forward contracts, futures, options, swaps and other agreements. 
The risk management process is designed to identify, assess, monitor, report, manage, and mitigate each of the various types 
of risk in its business. MidAmerican Energy does not engage in a material amount of proprietary trading activities. 
 
The following table summarizes the various derivative mark-to-market positions included in the Consolidated Balance Sheet 
as of December 31, 2008 (in millions): 
 
         Accumulated 
       Regulatory  Other 
 Derivative Net Assets (Liabilities)  Net Assets  Comprehensive 
 Assets  Liabilities  Net  (Liabilities)  (Income) Loss (1) 
          
Regulated electric $ 52  $ -  $ 52  $ (52)  $ - 
Regulated gas  10   (62)  (52)   56   - 
Nonregulated  42   (120)   (78)   -   80 
Counterparty netting (2)  (47)   94   47   -   - 

Total $ 57  $ (88)  $ (31)  $ 4  $ 80 
         
Current $ 47  $ (51)  $ (4)     
Non-current  10   (37)   (27)     
Total $ 57  $ (88)  $ (31)     
 
(1) Before income taxes. 
  
(2) Includes netting of cross-commodity positions with the same counterparty and netting of $47 million of collateral paid by MidAmerican Energy 

against derivative balances of the same counterparties. 
 
The following table summarizes the various derivative mark-to-market positions included in the Consolidated Balance Sheet 
as of December 31, 2007 (in millions): 
 
         Accumulated 
       Regulatory  Other 
 Derivative Net Assets (Liabilities)  Net Assets  Comprehensive 
 Assets  Liabilities  Net  (Liabilities)  (Income) Loss (1) 
          
Regulated electric $ 6  $ (9)  $ (3)  $ 3  $ - 
Regulated gas  5   (19)  (14)   17   - 
Nonregulated  13   (12)   1   -   (1) 

Total $ 24  $ (40)  $ (16)  $ 20  $ (1) 
         
Current $ 22  $ (38)  $ (16)     
Non-current  2   (2)   -     
Total $ 24  $ (40)  $ (16)     
 
(1) Before income taxes. 
 
Commodity Price Risk 
 
MidAmerican Energy is subject to significant commodity price risk. Exposures include variations in the price of wholesale 
electricity that is purchased and sold, fuel costs to generate electricity, and natural gas supply for regulated retail gas 
customers. Electricity and natural gas prices are subject to wide price swings as demand responds to, among many other 
items, changing weather, limited storage, transmission and transportation constraints, and lack of alternative supplies from 
other areas. To mitigate a portion of the risk, MidAmerican Energy uses derivative instruments, including forward contracts, 
futures, options, swaps and other agreements, to effectively secure future supply or sell future production at fixed prices. The 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 73

settled cost of these contracts is generally recovered from customers in regulated rates. Accordingly, the net unrealized gains 
and losses associated with interim price movements on contracts that are accounted for as derivatives, that are probable of 
recovery in rates, are recorded as net regulatory assets or regulatory liabilities. 
 
MidAmerican Energy uses futures, options and swap agreements to economically hedge natural gas commodity prices for 
physical delivery to nonregulated customers. MidAmerican Energy also enters into forward physical supply contracts and 
swap agreements to economically hedge electricity commodity prices for physical delivery to nonregulated customers. 
Nonregulated retail physical electricity contracts are considered normal purchases or normal sales, and gains and losses on 
such contracts are recognized when settled. All other nonregulated natural gas and electric contracts are recorded at fair value 
and designated as hedges, with changes in fair value recorded in AOCI. 
 
Realized gains and losses on all hedges and hedge ineffectiveness are recognized in income as operating revenue, cost of 
sales or operating expenses depending upon the nature of the item being hedged. Net unrealized gains and losses on hedges 
utilized for regulated purposes are generally recorded as regulatory assets and regulatory liabilities. As of December 31, 
2008, MidAmerican Energy had cash flow hedges with expiration dates through December 2012. For the years ended 
December 31, 2008, 2007 and 2006, hedge ineffectiveness was insignificant. As of December 31, 2008, $47 million of pre-
tax net unrealized losses are forecasted to be reclassified from AOCI into earnings over the next twelve months as contracts 
settle.  
 
(8) Preferred Securities 
 
The total outstanding cumulative preferred securities of MidAmerican Energy are not subject to mandatory redemption 
requirements and may be redeemed at the option of MidAmerican Energy at prices which, in the aggregate, total $31 million. 
The aggregate total the holders of all preferred securities outstanding at December 31, 2008, are entitled to upon involuntary 
bankruptcy is $30 million plus accrued dividends. Annual dividend requirements for all preferred securities outstanding at 
December 31, 2008, total $1 million. 
 
(9) Long-Term Debt 
 
MidAmerican Energy’s annual sinking fund requirements and maturities of long-term debt for the next five years are $- for 
2009 through 2011, $400 million for 2012 and $275 million for 2013. Refer to MidAmerican Energy’s Consolidated 
Statements of Capitalization for detail of long-term debt. 
 
MidAmerican Energy’s Variable Rate Tax-Exempt Obligations, including the tax-exempt bonds discussed below, bear 
interest at rates that are periodically established through remarketing of the bonds in the short-term tax-exempt market. 
MidAmerican Energy, at its option, may change the mode of interest calculation for these bonds by selecting from among 
several floating or fixed rate alternatives. The interest rates shown in the Consolidated Statements of Capitalization are the 
weighted average interest rates as of December 31, 2008 and 2007. MidAmerican Energy maintains revolving credit facility 
agreements to provide liquidity for holders of these issues. 
 
The indenture pertaining to MidAmerican Energy’s unsecured senior notes provides that if MidAmerican Energy were to 
issue secured debt in the future, then such unsecured senior notes, as may then be existing, would equally and ratably be 
secured thereby. As of December 31, 2008, MidAmerican Energy was in compliance with all of its applicable long-term debt 
covenants. 
 
On July 1, 2008, the Iowa Finance Authority issued $45 million of variable-rate tax-exempt bonds due July 1, 2038, the 
proceeds of which were loaned to MidAmerican Energy and are restricted for the payment of qualified environmental 
construction costs. As of December 31, 2008, $15 million of restricted cash and short-term investments remained. Also on 
July 1, 2008, the Iowa Finance Authority issued $57 million of variable-rate tax-exempt bonds due May 1, 2023, to refinance 
$57 million of pollution control revenue refunding bonds issued on behalf of MidAmerican Energy in 1993. MidAmerican 
Energy is contractually responsible for the timely payment of principal and interest on these variable-rate tax-exempt bonds. 
 
On March 25, 2008, MidAmerican Energy issued $350 million of 5.3% Senior Notes due March 15, 2018. The proceeds 
were used by MidAmerican Energy to pay construction costs, including costs for its wind-powered generation projects in 
Iowa, to repay short-term indebtedness and for general corporate purposes. 
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In March 1999, MidAmerican Energy committed to the IUB to use commercially reasonable efforts to maintain an 
investment grade rating on its long-term debt and to maintain its common equity level above 42% of total capitalization 
unless circumstances beyond its control result in the common equity level decreasing to below 39% of total capitalization. 
MidAmerican Energy must seek the approval from the IUB of a reasonable utility capital structure if MidAmerican Energy’s 
common equity level decreases below 42% of total capitalization, unless the decrease is beyond the control of MidAmerican 
Energy. MidAmerican Energy is also required to seek the approval of the IUB if MidAmerican Energy’s equity level 
decreases to below 39%, even if the decrease is due to circumstances beyond the control of MidAmerican Energy. As of 
December 31, 2008, MidAmerican Energy’s common equity ratio was 47% computed on a basis consistent with its 
commitment. As a result of its regulatory commitment to maintain its common equity level above 42% of total capitalization, 
MidAmerican Energy had $472 million available to dividend as of December 31, 2008. 
 
(10) Short-Term Debt and Revolving Credit Facilities 
 
Interim financing of working capital needs and the construction program is obtained from unaffiliated parties through the sale 
of commercial paper or short-term borrowing from banks.  
 
MidAmerican Energy has an unsecured credit facility with $645 million available through July 2012 and then reducing to 
$530 million through July 2013 and a $250 million unsecured credit facility expiring in October 2009. The $645 million 
credit facility has a variable interest rate based on the London Interbank Offered Rate (“LIBOR”) plus a spread, which varies 
based on MidAmerican Energy’s credit ratings for its senior unsecured long-term debt securities, or a base rate, at 
MidAmerican Energy’s option. The $250 million credit facility has a variable interest rate of LIBOR plus 50% of a credit 
derivative index, with a minimum of LIBOR plus 0.50% and a maximum of LIBOR plus 1.0%. These facilities support 
MidAmerican Energy’s commercial paper program and its variable-rate tax-exempt bond obligations. In addition, 
MidAmerican Energy has a $5 million unsecured credit facility, which expires in June 2009 and has a variable interest rate 
based on LIBOR plus a spread. As of December 31, 2008, MidAmerican Energy had no borrowings outstanding under its 
credit facilities. As of December 31, 2008, MidAmerican Energy had $457 million of commercial paper outstanding at a 
weighted average interest rate of 1.13% and $195 million of the revolving credit facilities reserved to support the variable-
rate tax-exempt bond obligations. Accordingly, $248 million of the three revolving credit facilities was available. As of 
December 31, 2007, MidAmerican Energy had no borrowings outstanding under its credit facilities and had $86 million of 
commercial paper outstanding at a weighted average interest rate of 4.46% and $120 million of the credit facilities reserved 
to support the variable-rate tax-exempt bond obligations. The related credit agreements require that MidAmerican Energy’s 
ratio of consolidated debt to total capitalization, including current maturities, not exceed 0.65 to 1.0 as of the last day of any 
quarter. MidAmerican Energy has authority from the FERC to issue commercial paper and bank notes aggregating 
$1.2 billion through October 30, 2010.  
 
(11) Asset Retirement Obligations 
 
MidAmerican Energy estimates its ARO liabilities based upon detailed engineering calculations of the amount and timing of 
the future cash spending for a third party to perform the required work. Spending estimates are escalated for inflation and 
discounted at a credit-adjusted, risk-free rate. Changes in estimates could occur for a number of reasons including plan 
revisions, inflation and changes in the amount and timing of expected work.  
 
MidAmerican Energy does not recognize liabilities for AROs for which the fair value cannot be reasonably estimated. Due to 
the indeterminate removal date, the fair value of the associated liabilities on certain transmission, distribution and other assets 
cannot currently be estimated and no amounts are recognized in the Consolidated Financial Statements other than those 
included in the regulatory removal cost liability established via approved depreciation rates. 
 
The change in the balance of the total ARO liability is summarized as follows (in millions): 
 
 2008  2007 
    
Balance as of January 1 $ 182  $ 173 
Additions  6   2 
Other revisions, net  1   (3) 
Accretion  11   10 
Balance as of December 31 $ 200  $ 182 
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MidAmerican Energy’s most significant ARO liabilities related to the decommissioning of Quad Cities Station. As of 
December 31, 2008 and 2007, $159 million and $150 million, respectively, of the total ARO liability pertained to the 
decommissioning of Quad Cities Station, and $230 million and $276 million, respectively, of assets reflected in investments 
and nonregulated property, net, were restricted for satisfying the Quad Cities Station ARO liability.  
 
In addition to the ARO liabilities, MidAmerican Energy has accrued for the cost of removing other electric and gas assets 
through its depreciation rates, in accordance with accepted regulatory practices. These accruals are reflected as regulatory 
liabilities and totaled $522 million and $491 million at December 31, 2008 and 2007, respectively. 
 
(12) Employee Benefit Plans 
 
MidAmerican Energy sponsors a noncontributory defined benefit pension plan covering substantially all employees of 
MEHC and its domestic energy subsidiaries other than PacifiCorp. Benefit obligations under the plan are based on a cash 
balance arrangement for salaried employees and certain union employees and final average pay formulas for most union 
employees. Non-union employees hired on or after January 1, 2008 are not eligible to participate in the pension plan. These 
salaried employees are eligible to receive enhanced benefits under MidAmerican Energy’s defined contribution plan. 
MidAmerican Energy also maintains noncontributory, nonqualified defined benefit supplemental executive retirement plans 
(“SERP”) for certain active and retired participants. 
 
MidAmerican Energy also sponsors certain postretirement health care and life insurance benefits covering substantially all 
retired employees of MEHC and its domestic energy subsidiaries other than PacifiCorp. Under the plans, substantially all 
employees of the participating companies may become eligible for these benefits if they reach retirement age while working 
at their respective companies. The other postretirement benefit plan was amended for non-union employees on July 1, 2004, 
and substantially all union participants on July 1, 2006. As a result, non-union employees hired after June 30, 2004, and 
union employees hired after June 30, 2006, are not eligible for postretirement benefits other than pensions. The plan, as 
amended, provides retiree medical accounts for participants to which MidAmerican Energy makes fixed contributions until 
the employee’s retirement. Participants will use such accounts to pay a portion of their medical premiums during retirement. 
MidAmerican Energy retains the right to change these benefits anytime, subject to the provisions in its collective bargaining 
agreements. MidAmerican Energy has been allowed to recover accrued pension and other postretirement benefit costs in its 
electric and gas service rates.  
 
In August 2008, non-union employee participants of MidAmerican Energy’s pension plan were offered the option to continue 
to receive pay credits in their current cash balance pension plan or receive equivalent fixed contributions to the MidAmerican 
Energy-sponsored 401(k) plan. The election was effective January 1, 2009, and resulted in the recognition of a $5 million 
curtailment gain. MidAmerican Energy’s portion of the curtailment gain was deferred as a reduction to regulatory assets as of 
December 31, 2008.  
 
Net Periodic Benefit Cost 
 
For purposes of calculating the expected return on pension plan assets, a market-related value is used. The market-related of 
plan assets is calculated by spreading the difference between expected and actual investment returns on equity investments 
over a five-year period beginning after the first year in which they occur. In addition, as differences between expected and 
actual investment returns are admitted into the market-related value of plan assets, the corresponding gains or losses are then 
amortized and included in the net amortization component of net periodic benefit cost. 
 
MidAmerican Energy bills to and is reimbursed currently for affiliates’ share of the net periodic benefit costs from all plans 
in which such affiliates participate. In 2008, 2007 and 2006, MidAmerican Energy’s share of pension cost was $12 million, 
$16 million and $18 million, respectively. MidAmerican Energy’s share of other postretirement cost in 2008, 2007 and 2006 
totaled $4 million, $8 million and $14 million, respectively.  
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Net periodic benefit cost for the pension and other postretirement benefits plans of MidAmerican Energy and the 
aforementioned affiliates included the following components for the years ended December 31 (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2006  2008  2007  2006 
            
Service cost $ 26  $ 27  $ 25  $ 6  $ 6  $ 7 
Interest cost  41   39   38   14   14   15 
Expected return on plan assets  (46)   (43)   (38)   (15)   (14)   (10) 
Net amortization  1   4   4   -   2   4 
Net periodic benefit cost $ 22  $ 27  $ 29  $ 5  $ 8  $ 16 
 
Funded Status 
 
The following table is a reconciliation of the fair value of plan assets as of December 31 (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 
        
Plan assets at fair value, beginning of year $ 675  $ 664  $ 225  $ 214 
Employer contributions  6   6   9   12 
Participant contributions  -   -   10   9 
Actual return on plan assets  (171)   57   (51)   10 
Benefits paid   (55)   (52)   (21)   (20) 
Plan assets at fair value, end of year $ 455  $ 675  $ 172  $ 225 
 
The following table is a reconciliation of the benefit obligations as of December 31 (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 
        
Benefit obligation, beginning of year $ 701  $ 704  $ 257  $ 258 
Service cost  26   27   6   6 
Interest cost  41   39   14   14 
Participant contributions  -   -   10   9 
Actuarial (gain) loss  (33)   (17)   (38)   (10) 
Curtailments  (5)   -   -   - 
Benefits paid, net of Medicare subsidy   (55)   (52)   (21)   (20) 
Benefit obligation, end of year $ 675  $ 701  $ 228  $ 257 
Accumulated benefit obligation, end of year $ 627  $ 641     
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The funded status of the plans and the amounts recognized in the Consolidated Balance Sheets as of December 31 are as 
follows (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 
        
Plan assets at fair value, end of year $ 455  $ 675  $ 172  $ 225 
Less - Benefit obligation, end of year  675   701   228   257 
Funded status $ (220)  $ (26)  $ (56)  $ (32) 
        
Amounts recognized in the Consolidated Balance Sheets:        

Other current assets $ -  $ -  $ 1  $ - 
Other current liabilities  (8)   (7)   -   - 
Other assets  -   77   -   - 
Other liabilities  (212)   (96)   (57)   (32) 

Amounts recognized $ (220)  $ (26)  $ (56)  $ (32) 
 
MidAmerican Energy sponsors pension and other postretirement plans on behalf of certain of its affiliates in addition to 
itself, and therefore, the portion of the funded status of the respective plans that has not yet been recognized in net periodic 
benefit cost is attributable to multiple entities. Additionally, substantially all of MidAmerican Energy’s portion of such 
amounts is either refundable to or recoverable from its customers and is reflected as regulatory liabilities and regulatory 
assets.  
 
The SERP has no plan assets; however, MidAmerican Energy and MEHC have Rabbi trusts that hold corporate-owned life 
insurance and other investments to provide funding for the future cash requirements of the SERP. The cash surrender value of 
all of the policies included in the Rabbi trusts, net of amounts borrowed against the cash surrender value, plus the fair market 
value of other Rabbi trust investments, was $102 million and $119 million as of December 31, 2008 and 2007, respectively, 
of which $75 million and $80 million was held by MidAmerican Energy as of December 31, 2008 and 2007, respectively, 
with the remainder held by MEHC. These assets are not included in the plan assets in the above table, but are reflected in the 
Consolidated Balance Sheets. The portion of the pension plans’ projected benefit obligation, related to the SERP was 
$98 million and $103 million as of December 31, 2008 and 2007, respectively. 
 
Unrecognized Amounts 
 
The portion of the funded status of the plans not yet recognized in net periodic benefit cost as of December 31 is as follows 
(in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 
Amounts not yet recognized as components 

of net periodic benefit cost: 
       

Net loss (gain) $ 52  $ (133)  $ 56  $ 27 
Prior service cost (credit)  4   8   (3)   (4) 
Net transition obligation  -   -   2   3 
Curtailment gain  (4)   -   -   - 

 Total $ 52  $ (125)  $ 55  $ 26 
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A reconciliation of amounts not yet recognized as components of net periodic benefit cost for the years ended December 31, 
2008 and 2007 is as follows (in millions): 
 

 
Regulatory 

Assets 

 

Regulatory 
Liabilities 

 Receivables 
(Payables) 

with 
Affiliates 

 

Total 
Pension        
Balance, January 1, 2007 $ 18  $ (122)  $ 14  $ (90) 
Net gain arising during the year  (2)   (26)   (3)   (31) 
Net amortization   (2)   -   (2)   (4) 

Total  (4)   (26)   (5)   (35) 
Balance, December 31, 2007  14   (148)   9   (125) 
Net loss arising during the year  23   148   10   181 
Curtailment gain  (3)   -   (1)   (4) 
Net amortization   1   -   (1)   - 

Total  21   148   8   177 
Balance, December 31, 2008 $ 35  $ -  $ 17  $ 52 
        
 
 

Regulatory 
Assets 

 Receivables
(Payables) 

with 
Affiliates 

 
Deferred 
Income 
Taxes 

 

Total 
Other Postretirement        
Balance, January 1, 2007 $ 27  $ (17)  $ 24  $ 34 
Net loss (gain) arising during the year  (7)   2   (1)   (6) 
Net amortization  (2)   -   -   (2) 

Total  (9)   2   (1)   (8) 
Balance, December 31, 2007  18   (15)   23   26 
Net loss (gain) arising during the year  24   14   (9)   29 
Balance, December 31, 2008 $ 42  $ (1)  $ 14  $ 55 
 
The net (gain) loss, prior service cost, net transition obligation and curtailment gain that will be amortized in 2009 into net 
periodic benefit cost are estimated to be as follows (in millions): 
 
 

Net 
(Gain) Loss 

 Prior 
Service 

Cost  

 Net 
Transition 
Obligation 

  
Curtailment 

Gain 

 

Total 
          
Pension $ (3)  $ 3  $ -  $ (1)  $ (1) 
Other postretirement  2   -   1   -   3 
 
Plan Assumptions 
 
Assumptions used to determine benefit obligations as of December 31 and net benefit cost for the years ended December 31 
were as follows: 
 
 Pension  Other Postretirement 
 2008 2007 2006  2008 2007 2006 
        
Benefit obligations as of December 31:        

Discount rate  6.50%  6.00%  5.75%   6.50%  6.00%  5.75% 
Rate of compensation increase  4.00%  4.50%  4.50%   N/A  N/A  N/A 
        

 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 79

 Pension  Other Postretirement 
 2008 2007 2006  2008 2007 2006 
Net benefit cost for the years ended 

December 31: 
       

Discount rate  6.00%  5.75%  5.75%   6.00%  5.75%  5.75% 
Expected return on plan assets (1)  7.50%  7.50%  7.00%   7.50%  7.50%  7.00% 
Rate of compensation increase  4.50%  4.50%  5.00%   N/A  N/A  N/A 

 
(1) Amounts reflected are pre-tax values. Assumed after-tax returns for a taxable, non-union other postretirement plan were 6.19% for 2008, 6.19% 

for 2007 and 4.27% for 2006. 
 
 2008  2007 
    
Assumed health care cost trend rates as of December 31:    

Health care cost trend rate assumed for next year   8.50%   9.00% 
Rate that the cost trend rate gradually declines to   5.00%   5.00% 
Year that the rate reaches the rate it is assumed to remain at  2016   2016 

 
A one-percentage-point change in assumed health care cost trend rates would have the following effects (in millions): 
 
 Increase (Decrease) 
 One Percentage-Point  One Percentage-Point 
 Increase  Decrease 
Effect on total service and interest cost $ 1  $ (1) 
Effect on other postretirement benefit obligation   12    (11) 
 
Contributions and Benefit Payments 
 
Employer contributions to the pension and other postretirement plans are expected to be $8 million and $14 million, 
respectively, for 2009. MidAmerican Energy’s policy is to contribute the minimum required amount to its pension plan and 
an amount equal to the sum of the net periodic cost and the expected Medicare subsidy to its other postretirement plans. 
Funding to the established pension trust is based upon the actuarially determined costs of the plan and the requirements of the 
Internal Revenue Code, the Employee Retirement Income Security Act of 1974 and the Pension Protection Act of 2006, as 
amended.  
 
Net periodic benefit costs assigned to MidAmerican Energy affiliates are reimbursed currently in accordance with its 
intercompany administrative services agreements. The expected benefit payments to participants in MidAmerican Energy’s 
pension and other postretirement plans for 2009 through 2013 and for the five years thereafter are summarized below (in 
millions): 
 

 Projected Benefit Payments 
   Other Postretirement 
 

Pension 
 

Gross 
 Medicare 

Subsidy 
 Net of 

Subsidy 
        
2009 $ 53  $ 16  $ (2)  $ 14 
2010  41   19   (3)   16 
2011  44   19   (3)   16 
2012  47   20   (3)   17 
2013  49   21   (3)   18 
2014-18  299   126   (20)   106 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 80

Investment Policy and Asset Allocation 
 
MidAmerican Energy’s investment policy for its pension and other postretirement plans is to balance risk and return through 
a diversified portfolio of equity securities, fixed income securities and other alternative investments. Asset allocation for the 
pension and other postretirement plans are as indicated in the tables below. Maturities for fixed income securities are 
managed to targets consistent with prudent risk tolerances. Sufficient liquidity is maintained to meet near-term benefit 
payment obligations. The plans retain outside investment advisors to manage plan investments within the parameters outlined 
by the MidAmerican Energy Pension and Employee Benefits Plans Administrative Committee (“Administrative 
Committee”). The weighted average return on assets assumption is based on historical performance for the types of assets in 
which the plans invest.  
 
MidAmerican Energy’s pension plan asset allocation as of December 31, was as follows: 
 
 Percentage of Plan Assets 
   Target 
 2008  2007  Range 
      
Equity securities  65%   69%   65-75% 
Debt securities  27   24  20-30 
Real estate  6   5  0-10 
Other  2   2  0-5 

Total  100%   100%   
 
MidAmerican Energy’s other postretirement benefit plan asset allocation as of December 31, was as follows: 
 
 Percentage of Plan Assets 
   Target 
 2008  2007  Range 
      
Equity securities  64%   52%   60-80% 
Debt securities  33   46  25-35 
Other  3   2  0-5 

Total  100%   100%   
 
MidAmerican Energy sponsors defined contribution pension plans (401(k) plans) covering substantially all employees. 
MidAmerican Energy’s contributions vary depending on the plan but are based primarily on each participant’s level of 
contribution and cannot exceed the maximum allowable for tax purposes. Total MidAmerican Energy contributions were 
$10 million for each of 2008, 2007 and 2006, respectively. 
 
(13) Income Taxes 
 
MidAmerican Energy’s income tax expense consists of the following for the years ended December 31 (in millions): 
 
 2008  2007  2006 
Current:      

Federal $ (97)  $ 86  $ 91 
State  17   21   29 

  (80)   107   120 
Deferred:      

Federal  211   33   12 
State  (3)   (7)   (11) 

  208   26   1 
      
Investment tax credit  (2)   (3)   (3) 

Total $ 126  $ 130  $ 118 
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A reconciliation of the federal statutory income tax rate to the effective income tax rate applicable to income before income 
taxes for the years ended December 31 follows: 
 
 2008  2007  2006 
      
Federal statutory income tax rate  35 %   35 %   35 % 
Amortization of investment tax credit  (1)   (1)   (1) 
State income tax, net of federal income tax benefit  6   4   5 
Renewable electricity production tax credits  (10)   (7)   (6) 
Effects of ratemaking  (2)   (2)   (2) 
Other  (1)   (1)   - 
Effective federal and state income tax rate  27 %   28 %   31 % 
 
MidAmerican Energy’s net deferred income tax liability consists of the following as of December 31 (in millions):  
 
 2008  2007 
Deferred tax assets:    

Regulatory liabilities $ 294  $ 345 
Employee benefits  128   48 
Nuclear reserves and decommissioning  25   24 
Unrealized losses, net  18   8 
Fuel cost recoveries  13   8 
Uncertain tax benefits  10   11 
Asset retirement obligations  83   76 
Other  43   35 

  614   555 
    
Deferred tax liabilities:    

Depreciable property  (919)   (719) 
Regulatory assets  (385)   (330) 
Other  (8)   (12) 

  (1,312)   (1,061) 
    
Net deferred income tax liability $ (698)  $ (506) 
 
The net deferred income tax liability is reflected as follows on the Consolidated Balance Sheets as of December 31 (in 
millions). 
 
 2008  2007 
    
Current assets - other $ 15  $ 11 
Deferred income taxes  (713)   (517) 
Net deferred income tax liability $ (698)  $ (506) 
 
MidAmerican Energy adopted FIN 48 effective January 1, 2007, and had $25 million of net unrecognized tax benefits. Of 
this amount, MidAmerican Energy recognized a net increase in the liability for unrecognized tax benefits of $11 million as a 
cumulative effect of adopting FIN 48, which was offset by reductions in beginning retained earnings of $1 million and 
deferred income tax liabilities of $9 million and an increase in regulatory assets of $1 million in the Consolidated Balance 
Sheet. The remaining $14 million had been previously accrued under SFAS No. 5, “Accounting for Contingencies,” or SFAS 
No. 109, “Accounting for Income Taxes.”  
 
As of December 31, 2008 and 2007, net unrecognized tax benefits totaled $34 million and $37 million, respectively, which 
included $18 million and $19 million, respectively, of tax positions, if recognized, would have an impact on the effective tax 
rate. The remaining unrecognized tax benefits relate to tax positions for which ultimate deductibility is highly certain but for 
which there is uncertainty as to the timing of such deductibility. Recognition of these tax benefits, other than applicable 
interest and penalties, would not affect MidAmerican Energy’s effective tax rate.  
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(14) Commitments and Contingencies 
 
Unconditional Purchase Obligations 
 
MidAmerican Energy had the following unconditional purchase obligations as of December 31, 2008 (in millions): 
 
 Minimum payments required for 
           After   
Contract type 2009  2010  2011  2012  2013  2013  Total 
Coal and natural gas for 

generation $ 162  $ 175  $ 95  $ 91  $ -  $ -  $ 523 
Electric capacity  28   10   8   9   10   138   203 
Pipeline transportation for gas 

operations  76   77   73   46   16   53   341 
Operating leases, easements 

and maintenance contracts  19   18   17   11   7   161 
 

 233 
 $ 285  $ 280  $ 193  $ 157  $ 33  $ 352  $ 1,300 
 

Coal and Natural Gas, Electric Capacity and Pipeline Transportation Commitments 
 
MidAmerican Energy has coal supply and related transportation contracts for its coal-fired generating facilities. The contracts 
have expiration dates ranging from 2009 to 2012. MidAmerican Energy expects to supplement these coal contracts with 
additional contracts and spot market purchases to fulfill its future coal supply needs. Additionally, MidAmerican Energy has 
a natural gas transportation contract, which expires in 2012, for a natural gas-fired generating plant.  
 
MidAmerican Energy has contracts to purchase electric capacity to meet its electric system energy requirements. The 
contracts have expiration dates ranging from 2009 to 2028. 
 
MidAmerican Energy also has various natural gas supply and transportation contracts for its gas operations that have 
expiration dates ranging from 2009 to 2024.  
 

Operating Leases, Easements and Maintenance Contracts 
 
MidAmerican Energy has non-cancelable operating leases with expiration dates from 2009 to 2014 primarily for computer 
equipment, office space and rail cars. MidAmerican Energy also has non-cancelable easements for land in Iowa on which its 
wind-farm turbines are located, as well as non-cancelable maintenance contracts for the turbines. The easements have 
expiration dates from 2034 to 2058, and the maintenance contracts have expiration dates from 2010 to 2012. Payments on 
non-cancelable operating leases, easements and maintenance contracts totaled $21 million for 2008, $15 million for 2007 and 
$12 million for 2006.  
 

Guarantees 
 
MidAmerican Energy is the lessee on operating leases for coal railcars that contain guarantees of the residual value of such 
equipment throughout the term of the leases. Events triggering the residual guarantees include termination of the lease, loss 
of the equipment or purchase of the equipment. Lease terms are for five years with provisions for extensions. As of 
December 31, 2008, the maximum amount of such guarantees specified in these leases totaled $27 million. These guarantees 
are not reflected on the Consolidated Balance Sheets. 
 

Other Commitments and Contingencies 
 
MidAmerican Energy is a party in a variety of legal actions or claims arising out of the normal course of business. Plaintiffs 
occasionally seek punitive or exemplary damages. MidAmerican Energy does not believe that such normal and routine 
matters will have a material effect on its financial results. 
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(15) Segment Information 
 
MidAmerican Energy has identified three reportable operating segments: regulated electric, regulated gas and nonregulated 
energy. The regulated electric segment derives most of its revenue from regulated retail sales of electricity to residential, 
commercial, and industrial customers and from wholesale sales. The regulated gas segment derives most of its revenue from 
regulated retail sales of natural gas to residential, commercial, and industrial customers and also obtains significant revenues 
by transporting gas owned by others through its distribution system. Pricing for regulated electric and regulated gas sales are 
established separately by regulatory agencies; therefore, management also reviews each segment separately to make decisions 
regarding allocation of resources and in evaluating performance. Due to growth in revenue from nonregulated retail electric 
sales in 2007, a nonregulated energy business segment has been established. No change to previously reported amounts for 
the regulated electric and regulated gas segments resulted from the addition of the nonregulated energy segment. The 
nonregulated energy segment derives most of its revenue from nonregulated retail electric and gas activities. Common 
operating costs, interest income, interest expense and income tax expense are allocated to each segment based on certain 
factors, which primarily relate to the nature of the cost. 
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The following tables provide information on an operating segment basis (in millions): 
 
 Years Ended December 31, 
 2008  2007  2006 
Segment Profit Information      
Operating revenues:      

Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated energy  1,293   1,150   557 

Total $ 4,700  $ 4,258  $ 3,448 
      
Depreciation and amortization expense:      

Regulated electric $ 248  $ 236  $ 243 
Regulated gas  33   32   31 
Nonregulated energy(1)  1   1   1 

Total $ 282  $ 269  $ 275 
      

Operating income:      
Regulated electric $ 470  $ 398  $ 372 
Regulated gas  66   53   36 
Nonregulated energy  51   62   13 

Total $ 587  $ 513  $ 421 
      

Interest and dividend income:      
Regulated electric $ 4  $ 8  $ 7 
Regulated gas  1   1   2 

Total  $ 5  $ 9  $ 9 
      

Fixed charges and preferred dividends:      
Regulated electric $ 124  $ 98  $ 77 
Regulated gas  19   16   13 

Total  $ 143  $ 114  $ 90 
      
Income taxes:      

Regulated electric $ 90  $ 91  $ 105 
Regulated gas  21   16   10 
Nonregulated energy  15   23   3 

Total $ 126  $ 130  $ 118 
      

Earnings on common stock:      
Regulated electric $ 285  $ 263  $ 238 
Regulated gas  27   25   18 
Nonregulated energy  30   37   9 

Total $ 342  $ 325  $ 265 
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 As of December 31, 
 2008  2007  2006 
Segment Asset Information      
Capital expenditures:      

Regulated electric $ 1,411  $ 1,159  $ 770 
Regulated gas  82   61   49 
Nonregulated energy  1   1   - 

Total $ 1,494  $ 1,221  $ 819 
      
Total assets:      

Regulated electric $ 7,297  $ 6,110  $ 5,485 
Regulated gas  972   938   923 
Nonregulated energy  251   203   102 

Total $ 8,520  $ 7,251  $ 6,510 
 
(1) Depreciation and amortization expense related to nonregulated energy operations is included in nonregulated operating expense – other on the 

Consolidated Statements of Operations. 
 
(16) Related Party Transactions 
 
The companies identified as affiliates of MidAmerican Energy are Berkshire Hathaway and its subsidiaries, including MEHC 
and its subsidiaries. The basis for the following transactions is provided for in service agreements between MidAmerican 
Energy and the affiliates.  
 
MidAmerican Energy is reimbursed for charges incurred on behalf of its affiliates. The majority of these reimbursed 
expenses are for employee wages and benefits, insurance, building rent, computer costs, administrative services, travel 
expense, and general and administrative expense, such as treasury, legal and accounting functions. The amount of such 
reimbursements was $64 million, $63 million and $71 million for 2008, 2007 and 2006, respectively. 
 
MidAmerican Energy reimbursed MEHC in the amount of $17 million, $12 million and $9 million in 2008, 2007 and 2006, 
respectively, for its share of corporate expenses.  
 
Northern Natural Gas Company (“NNG”), a wholly owned subsidiary of MEHC, is one of MidAmerican Energy’s suppliers 
of natural gas transportation and storage capacity. MidAmerican Energy’s net purchases of natural gas transportation and 
storage capacity from NNG totaled $52 million, $51 million and $52 million in 2008, 2007 and 2006, respectively. 
 
MidAmerican Energy had accounts receivable from affiliates of $7 million and $6 million as of December 31, 2008 and 
2007, respectively, that are included in receivables on the Consolidated Balance Sheets. MidAmerican Energy also had 
accounts payable to affiliates of $10 million and $8 million as of December 31, 2008 and 2007, respectively, that are 
included in accounts payable on the Consolidated Balance Sheets. 
 
MidAmerican Energy paid common dividends totaling $50 million to MHC in 2006. 
 
MidAmerican Energy recognizes the full amount of the funded status for its pension and postretirement plans, and amounts 
attributable to MidAmerican Energy’s affiliates that have not previously been recognized through income are recognized as 
an intercompany balance with such affiliates. MidAmerican Energy adjusts these balances when changes to the funded status 
of the respective plans are recognized and does not intend to settle the balances currently. Amounts receivable from affiliates 
attributable to the funded status of employee benefit plans totaled $20 million and $12 million as of December 31, 2008 and 
2007, respectively, and similar amounts payable to affiliates totaled $5 million and $19 million as of December 31, 2008 and 
2007, respectively. See Note 12 for further information pertaining to pension and postretirement accounting. 
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(17) Unaudited Quarterly Operating Results 
 
 2008 
 1st Quarter  2nd Quarter  3rd Quarter  4th Quarter 
 (In millions) 
Operating revenues $ 1,372  $ 1,079  $ 1,104  $ 1,145 
Operating income  175   103   158   151 
Net income  107   60   98   78 
Earnings on common stock  107   59   98   78 
        
 2007 
 1st Quarter  2nd Quarter  3rd Quarter  4th Quarter 
 (In millions) 
Operating revenues $ 1,236  $ 969  $ 982  $ 1,071 
Operating income  145   113   171   84 
Net income  92   74   110   50 
Earnings on common stock  92   73   110   50 
        
        
 
Quarterly data reflect seasonal variations common to a Midwest utility.  
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
 
To the Board of Managers and Member 
MidAmerican Funding, LLC 
Des Moines, Iowa 
 
We have audited the accompanying consolidated balance sheets and consolidated statements of capitalization of 
MidAmerican Funding, LLC and subsidiaries (the “Company”) as of December 31, 2008 and 2007, and the related 
consolidated statements of operations, comprehensive income, cash flows and retained earnings for each of the three years in 
the period ended December 31, 2008. Our audits also included the financial statement schedules listed in the Index at 
Item 15(a)(2). These financial statements and financial statement schedules are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on the financial statements and financial statement schedule based 
on our audits.  
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over financial reporting as 
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such 
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of 
MidAmerican Funding, LLC and subsidiaries as of December 31, 2008 and 2007, and the results of their operations and their 
cash flows for each of the three years in the period ended December 31, 2008, in conformity with accounting principles 
generally accepted in the United States of America. Also, in our opinion, such financial statement schedules, when 
considered in relation to the basic consolidated financial statements taken as a whole, presents fairly in all material respects 
the information set forth therein. 
 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

(In millions) 
 

 As of December 31, 
 2008  2007 

ASSETS 
Utility Plant, Net    
Electric $ 8,952  $ 7,473 
Gas  1,155   1,086 
  10,107   8,559 
Accumulated depreciation and amortization  (3,426)   (3,237) 
  6,681   5,322 
Construction work in progress  233   386 
  6,914   5,708 
Current Assets    
Cash and cash equivalents  10   12 
Restricted cash and short-term investments  15   - 
Receivables, less allowances of $8 and $9, respectively  468   461 
Inventories  158   133 
Other  114   69 
  765   675 
Other Assets    
Investments and nonregulated property, net  415   494 
Goodwill  1,270   1,270 
Regulatory assets  368   268 
Other  78   129 
  2,131   2,161 
Total Assets $ 9,810  $ 8,544 
    

CAPITALIZATION AND LIABILITIES 
Capitalization    
Member’s equity $ 3,081  $ 2,825 
MidAmerican Energy preferred securities  30   30 
Long-term debt, excluding current portion  3,390   3,170 
  6,501   6,025 
Current Liabilities    
Short-term debt  457   86 
Note payable to affiliate  59   33 
Current portion of long-term debt  175   1 
Accounts payable  352   404 
Taxes accrued  104   90 
Interest accrued  60   57 
Other  100   76 
  1,307   747 
Other Liabilities    
Deferred income taxes  700   509 
Investment tax credits  36   38 
Asset retirement obligations  200   182 
Regulatory liabilities  659   793 
Other  407   250 
  2,002   1,772 
Total Capitalization and Liabilities $ 9,810  $ 8,544 

 
The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
Operating Revenues      
Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated  1,308   1,159   562 
  4,715   4,267   3,453 
Operating Expenses      
Regulated:      

Cost of fuel, energy and capacity  743   741   672 
Cost of gas sold   1,128   937   888 
Other operating expenses  422   419   402 
Maintenance  204   201   156 
Depreciation and amortization  281   268   274 
Property and other taxes  103   98   97 

  2,881   2,664   2,489 
Nonregulated:      

Cost of sales  1,214   1,063   523 
Other  30   26   20 

  1,244   1,089   543 
Total operating expenses  4,125   3,753   3,032 

      
Operating Income  590   514   421 
      
Non-Operating Income      
Interest and dividend income  5   10   10 
Allowance for equity funds  25   41   37 
Other income  5   11   63 
Other expense  (9)   (3)   (8) 
  26   59   102 
      
Fixed Charges      
Interest on long-term debt  201   169   141 
Other interest expense  6   10   14 
Preferred dividends of subsidiaries  1   1   1 
Allowance for borrowed funds  (16)   (18)   (16) 
  192   162   140 
      
Income Before Income Taxes  424   411   383 
Income Taxes  107   111   95 
      
Net Income $ 317  $ 300  $ 288 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(In millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Net Income $ 317  $ 300  $ 288 
      
Other Comprehensive Income (Loss)      
Unrealized gains (losses) on available-for-sale securities:      

Unrealized gains (losses) during period-      
Before income taxes  (21)   -   32 
Income tax (expense) benefit  9   -   (11) 

  (12)   -   21 
Less realized gains (losses) reflected in net income 

during period- 
     

Before income taxes  (2)   -   32 
Income tax (expense) benefit  1   -   (11) 

  (1)   -   21 
      

Net unrealized losses  (11)   -   - 
      
Unrealized gains (losses) on cash flow hedges:      

Unrealized gains (losses) during period-      
Before income taxes  (88)   20   (22) 
Income tax (expense) benefit  35   (8)   9 

  (53)   12   (13) 
Less realized gains (losses) reflected in net income  

during period- 
     

Before income taxes  (6)   (1)   (2) 
Income tax benefit  3   -   1 

  (3)   (1)   (1) 
      

Net unrealized gains (losses)  (50)   13   (12) 
      
Other comprehensive income (loss)  (61)   13   (12) 
      
Comprehensive Income $ 256  $ 313  $ 276 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
Net Cash Flows From Operating Activities      
Net income $ 317  $ 300  $ 288 
Adjustments to reconcile net income to net cash flows from 

operating activities: 
     

Depreciation and amortization  282   269   275 
Deferred income taxes and investment tax credit, net  201   23   (3) 
Amortization of other assets and liabilities  29   28   21 
Gain on sale of securities, assets and other investments  -   -   (43) 
Loss from impairment of available-for-sale securities  5   -   - 
Impact of changes in working capital-      

Receivables, net  (11)   (109)   106 
Inventories  (24)   (20)   (28) 
Derivative collateral, net  (38)   10   (38) 
Accounts payable  (46)   99   (81) 
Taxes accrued  (8)   -   (7) 
Other current assets and liabilities  11   1   34 

Other, net  (29)   (31)   (8) 
Net cash flows from operating activities  689   570   516 

      
Net Cash Flows From Investing Activities      
Utility construction expenditures  (1,471)   (1,298)   (758) 
Proceeds from sale of assets and other investments  -   -   17 
Purchases of available-for-sale securities  (140)   (432)   (853) 
Proceeds from sales of available-for-sale securities  140   395   878 
Change in restricted cash and investments  (15)   -   - 
Other, net  9   8   9 

Net cash flows from investing activities  (1,477)   (1,327)   (707) 
      
Net Cash Flows From Financing Activities      
Proceeds from long-term debt  451   649   349 
Retirement of long-term debt  (58)   (2)   (161) 
Net change in note payable to affiliate  26   30   (51) 
Net change in short-term debt  371   86   - 
Other, net  (4)   (3)   (8) 

Net cash flows from financing activities  786   760   129 
      
Net Change in Cash and Cash Equivalents  (2)   3   (62) 
Cash and Cash Equivalents at Beginning of Year  12   9   71 
Cash and Cash Equivalents at End of Year $ 10  $ 12  $ 9 
      
Supplemental Disclosure:      
Interest paid, net of amounts capitalized $ 185  $ 145  $ 107 
Income taxes paid (received) $ (81)  $ 92  $ 107 
Current year utility construction expenditures payable at year end $ 95  $ 85  $ 69 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In millions, except share amounts) 
 As of December 31, 
 2008  2007 
Member’s Equity     
Paid-in capital $ 1,670   $ 1,670  
Retained earnings  1,471    1,154  
Accumulated other comprehensive income (loss), net:       

Unrealized loss on available-for-sale securities  (11)    -  
Unrealized gain (loss) on cash flow hedges  (49)    1  

  3,081  47.4%   2,825  46.9% 
MidAmerican Energy Preferred Securities (100,000,000 shares 

authorized) 
     

Cumulative shares outstanding; not subject to mandatory redemption:       
$3.30 Series, 49,451 shares  5    5  
$3.75 Series, 38,305 shares  4    4  
$3.90 Series, 32,630 shares  3    3  
$4.20 Series, 47,362 shares  5    5  
$4.35 Series, 49,945 shares  5    5  
$4.40 Series, 35,697 shares  3    3  
$4.80 Series, 49,898 shares  5    5  

  30  0.5%   30  0.5% 
Long-Term Debt, Excluding Current Portion      
MidAmerican Energy:      

Tax-exempt obligations -      
5.95% Series, due 2023 (general mortgage bond-secured)  -    29  
Variable-rate series (2008- 1.14%, 2006- 3.51%) -      

Due 2016  34    34  
Due 2017  4    4  
Due 2023 (general mortgage bond-secured)  -    28  
Due 2023, issued in 1993  7    7  
Due 2023, issued in 2008  57    -  
Due 2024  35    35  
Due 2025  13    13  
Due 2038  45    -  

Notes -      
5.65% Series, due 2012  400    400  
5.125% Series, due 2013  275    275  
4.65% Series, due 2014  350    350  
5.95% Series, due 2017  250    250  
5.3% Series, due 2018  350    -  
6.75% Series, due 2031  400    400  
5.75% Series, due 2035  300    300  
5.8% Series, due 2036  350    350  

Obligations under capital leases  2    2  
Unamortized debt premium and discount, net  (7)    (7)  

Total MidAmerican Energy  2,865  44.0%   2,470  41.0% 
MidAmerican Funding parent:      

6.339% Senior secured notes due 2009  -    175  
6.75% Senior secured notes due 2011  200    200  
6.927% Senior secured notes due 2029  325    325  

Total MidAmerican Funding parent  525  8.1%   700  11.6% 
  3,390  52.1%   3,170  52.6% 
Total Capitalization $ 6,501  100.0%  $ 6,025  100.0% 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
      
Beginning of Year $ 1,154  $ 856  $ 568 
Adoption of FASB Interpretation No. 48  -   (2)   - 
Net Income  317   300   288 
      
End of Year $ 1,471  $ 1,154  $ 856 
 

The accompanying notes are an integral part of these financial statements.  
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MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
(1) Company Organization 
 
MidAmerican Funding, LLC (“MidAmerican Funding”) is an Iowa limited liability company with MidAmerican Energy 
Holdings Company (“MEHC”) as its sole member. MEHC is a consolidated subsidiary of Berkshire Hathaway Inc. 
(“Berkshire Hathaway”). MidAmerican Funding’s direct wholly owned subsidiary is MHC Inc. (“MHC”), which constitutes 
substantially all of MidAmerican Funding’s assets, liabilities and business activities except those related to MidAmerican 
Funding’s long-term debt securities. MHC conducts no business other than the ownership of its subsidiaries. MHC’s 
principal subsidiary is MidAmerican Energy Company (“MidAmerican Energy”), a public utility with electric and natural gas 
operations. Direct, wholly owned nonregulated subsidiaries of MHC are InterCoast Capital Company (“InterCoast Capital”), 
Midwest Capital Group, Inc., MEC Construction Services Co. and MidAmerican Services Company. 
 
(2) Summary of Significant Accounting Policies 
 
In addition to the following significant accounting policies, refer to Note 2 of MidAmerican Energy’s Notes to Consolidated 
Financial Statements for significant accounting policies of MidAmerican Funding. 
 
Principles of Consolidation 
 
The Consolidated Financial Statements include the accounts of MidAmerican Funding and the subsidiaries in which it held a 
controlling financial interest as of the financial statement date. Intercompany accounts and transactions have been eliminated, 
other than those between rate-regulated operations. Certain amounts in the prior year Consolidated Financial Statements have 
been reclassified to conform to the current year presentation. Such reclassifications did not impact previously reported 
operating income, net income or retained earnings. 
 
Goodwill 
 
Goodwill represents the difference between the purchase cost and the fair value of the net assets acquired when MidAmerican 
Funding purchased MHC. Goodwill is allocated to each reporting unit and is tested at least annually for impairments using a 
variety of methods, principally discounted projected future net cash flows, with any impairments charged to earnings. 
MidAmerican Funding completed its annual review as of October 31, 2008. Key assumptions used in the testing include, but 
are not limited to, the use of estimated future cash flows, earnings before interest, taxes, depreciation and amortization 
multiples and an appropriate discount rate. In estimating cash flows, MidAmerican Funding incorporates current market 
information as well as historical factors. During 2008, 2007 and 2006, MidAmerican Funding did not record any goodwill 
impairments. 
 
(3) Jointly Owned Utility Facilities 
 
Refer to Note 3 of MidAmerican Energy’s Notes to Consolidated Financial Statements. 
 
(4) Regulatory Matters 
 
Refer to Note 4 of MidAmerican Energy’s Notes to Consolidated Financial Statements. 
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(5) Fair Value Measurements 
 
Refer to Note 5 of MidAmerican Energy’s Notes to Consolidated Financial Statements.  
 
MidAmerican Funding’s long-term debt and current maturities of long-term debt are carried at cost in the Consolidated 
Financial Statements. The fair value of MidAmerican Funding’s long-term debt has been estimated based on the quoted 
market prices, where available, or at the present value of future cash flows discounted at rates consistent with the comparable 
maturities with similar credit risks. The carrying amount of MidAmerican Energy’s variable-rate long-term debt 
approximates fair value because of the frequent repricing of these instruments at market rates. The following table presents 
the carrying amount and estimated fair value of MidAmerican Funding’s long-term debt, including current portion, as of 
December 31 (in millions):  
 
 2008  2007 
    
Carrying amount $ 3,565  $ 3,171 
Estimated fair value  3,610   3,274 
 
(6) Investments and Nonregulated Property, Net 
 
Investments and nonregulated property, net includes the following amounts as of December 31 (in millions):  
 
 2008  2007 
    
Nuclear decommissioning trusts $ 230  $ 276 
Rabbi trusts  133   141 
Auction rate securities  16   40 
MidAmerican Energy non-utility property, net of accumulated depreciation of  

$6 and $6, respectively  16 
 

 16 
Coal transportation property, net of accumulated depreciation of $3 and $3, respectively  9   9 
Equipment leases  4   5 
Real estate, net of accumulated depreciation of $1 and $1, respectively  4   4 
Other  3   3 

Total $ 415  $ 494 
 
General 
 
In addition to the following discussion, refer to Note 6 of MidAmerican Energy’s Notes to Consolidated Financial Statements 
for additional information regarding the investments included in the table above. 
 
Equipment leases as of December 31, 2008, which are accounted for as leveraged leases and held by InterCoast Capital, 
consist primarily of a 7% undivided interest in an electric generating station leased to a utility located in Arizona. That lease 
terminates in 2015 and had a pre-tax carrying value of $4 million as of December 31, 2008 and 2007. The investment is 
exposed to the credit risk of the lessee.  
 
The investment in real estate includes primarily Dakota Dunes, a 1,920 acre planned residential and commercial development 
community located in the southeast corner of South Dakota. As of December 31, 2008, 64% of the development available for 
sale had been sold. 
 
Investments in Debt and Equity Securities 
 
MidAmerican Funding’s investments in debt and equity securities as of December 31, 2008 and 2007, consisted of the 
investments in the Quad Cities Station nuclear decommissioning trusts and auction rate securities. Refer to Note 6 of 
MidAmerican Energy’s Notes to Consolidated Financial Statements for additional information related to these investments. 
In addition to the proceeds and gross realized gains and losses on the disposal of MidAmerican Energy’s available-for-sale 
securities, MidAmerican Funding had proceeds of $1 million in 2008, and proceeds and a gross realized gain of $28 million 
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in 2006 related to the sale of the common shares MidAmerican Funding held of an electronic energy and metal trading 
exchange. 
 
(7) Risk Management 
 
Refer to Note 7 of MidAmerican Energy’s Notes to Consolidated Financial Statements.  
 
(8) Preferred Securities 
 
Refer to Note 8 of MidAmerican Energy’s Notes to Consolidated Financial Statements. 
 
(9) Long-Term Debt 
 
MidAmerican Funding’s annual sinking fund requirements and maturities of long-term debt for the next five years are 
$175 million for 2009, $- for 2010, $200 million for 2011, $400 million for 2012 and $275 million for 2013. Refer to 
MidAmerican Funding’s Consolidated Statements of Capitalization for detail of long-term debt.  
 
MidAmerican Energy’s Variable Rate Tax-Exempt Obligations, including the tax-exempt bonds discussed below, bear 
interest at rates that are periodically established through remarketing of the bonds in the short-term tax-exempt market. 
MidAmerican Energy, at its option, may change the mode of interest calculation for these bonds by selecting from among 
several floating or fixed rate alternatives. The interest rates shown in the Consolidated Statements of Capitalization are the 
weighted average interest rates as of December 31, 2008 and 2007. MidAmerican Energy maintains revolving credit facility 
agreements to provide liquidity for holders of these issues. 
 
The indenture pertaining to MidAmerican Energy’s unsecured senior notes provides that if MidAmerican Energy were to 
issue secured debt in the future, then such unsecured senior notes, as may then be existing, would equally and ratably be 
secured thereby. As of December 31, 2008, MidAmerican Energy was in compliance with all of its applicable long-term debt 
covenants. 
 
On July 1, 2008, the Iowa Finance Authority issued $45 million of variable-rate tax-exempt bonds due July 1, 2038, the 
proceeds of which were loaned to MidAmerican Energy and are restricted for the payment of qualified environmental 
construction costs. As of December 31, 2008, $15 million of restricted cash and short-term investments remained. Also on 
July 1, 2008, the Iowa Finance Authority issued $57 million of variable-rate tax-exempt bonds due May 1, 2023, to refinance 
$57 million of pollution control revenue refunding bonds issued on behalf of MidAmerican Energy in 1993. MidAmerican 
Energy is contractually responsible for the timely payment of principal and interest on these variable-rate tax-exempt bonds. 
 
On March 25, 2008, MidAmerican Energy issued $350 million of 5.3% Senior Notes due March 15, 2018. The proceeds 
were used by MidAmerican Energy to pay construction costs, including costs for its wind-powered generation projects in 
Iowa, to repay short-term indebtedness and for general corporate purposes. 
 
MidAmerican Funding parent company long-term debt is secured by a pledge of the common stock of MHC. See Item 15(c) 
for the Consolidated Financial Statements of MHC Inc. and subsidiaries. The notes and bonds: 
 

• are the direct senior secured obligations of MidAmerican Funding; 

• rank on an equal basis with all of MidAmerican Funding’s other existing and future senior obligations; 

• rank senior to all of MidAmerican Funding’s existing and future subordinated indebtedness; and  

• effectively rank junior to all indebtedness and other liabilities, including preferred stock, of the direct and 
indirect subsidiaries of MidAmerican Funding, to the extent of the assets of these subsidiaries. 

MidAmerican Funding may redeem any series of the notes and bonds in whole or in part at any time at a redemption price 
equal to the sum of: 
 

• the greater of the following: 
 

(1) 100% of the principal amount of the series being redeemed; and 
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(2) the sum of the present values of the remaining scheduled payments of principal and interest on the series 
being redeemed, discounted to the date of redemption on a semiannual basis at the treasury yield plus (x) 
15 basis points in the case of the 2009 notes (y) 20 basis points in the case of the 2011 notes , or (z) 25 
basis points in the case of the 2029 Bonds; plus 

• accrued and unpaid interest on the securities being redeemed to the date of redemption. 
 
Subsidiaries of MidAmerican Funding must make payments on their own indebtedness before making distributions to 
MidAmerican Funding. The distributions are also subject to utility regulatory restrictions agreed to by MidAmerican Energy 
in March 1999. At that time, MidAmerican Energy committed to the IUB to use commercially reasonable efforts to maintain 
an investment grade rating on its long-term debt and to maintain its common equity level above 42% of total capitalization 
unless circumstances beyond its control result in the common equity level decreasing to below 39% of total capitalization. 
MidAmerican Energy must seek the approval from the IUB of a reasonable utility capital structure if MidAmerican Energy’s 
common equity level decreases below 42% of total capitalization, unless the decrease is beyond the control of MidAmerican 
Energy. MidAmerican Energy is also required to seek the approval of the IUB if MidAmerican Energy’s equity level 
decreases to below 39%, even if the decrease is due to circumstances beyond the control of MidAmerican Energy. As of 
December 31, 2008, MidAmerican Energy’s common equity ratio was 47% computed on a basis consistent with its 
commitment. As a result of MidAmerican Energy’s regulatory commitment to maintain its common equity level above 42% 
of total capitalization, MidAmerican Funding had restricted net assets of $2.1 billion as of December 31, 2008. 
 
As of December 31, 2008, MidAmerican Funding was in compliance with all of its applicable long-term debt covenants. 
 
Each of MidAmerican Funding’s direct or indirect subsidiaries is organized as a legal entity separate and apart from 
MidAmerican Funding and its other subsidiaries. It should not be assumed that any asset of any subsidiary of MidAmerican 
Funding will be available to satisfy the obligations of MidAmerican Funding or any of its other subsidiaries; provided, 
however, that unrestricted cash or other assets which are available for distribution may, subject to applicable law and the 
terms of financing arrangements of such parties, be advanced, loaned, paid as dividends or otherwise distributed or 
contributed to MidAmerican Funding, one of its subsidiaries or affiliates thereof.  
 
(10) Short-Term Debt and Revolving Credit Facilities 
 
Refer to Note 10 of MidAmerican Energy’s Notes to Consolidated Financial Statements. In addition to MidAmerican 
Energy’s credit facilities, MHC has a $4 million revolving credit facility, expiring in June 2009, under which zero was 
outstanding as of December 31, 2008 and 2007. 
 
(11) Asset Retirement Obligations 
 
Refer to Note 11 of MidAmerican Energy’s Notes to Consolidated Financial Statements. 
 
(12) Employee Benefit Plans 
 
Refer to Note 12 of MidAmerican Energy’s Notes to Consolidated Financial Statements for additional information regarding 
MidAmerican Funding’s pension, supplemental retirement and postretirement benefit plans. 
 
Pension and postretirement costs allocated by MidAmerican Funding to its parent and other affiliates in each of the years 
ended December 31, were as follows (in millions): 
 
 2008  2007  2006 
      
Pension costs $ 10  $ 11  $ 11 
Other postretirement costs  1   -   2 
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(13) Income Taxes 
 
MidAmerican Funding’s income tax expense consists of the following for the years ended December 31 (in millions):  
 
 2008  2007  2006 
Current:      

Federal $ (106)  $ 73  $ 91 
State  13   15   7 

  (93)   88   98 
Deferred:      

Federal  209   33   10 
State  (7)   (7)   (10) 

  202   26   - 
      

Investment tax credit  (2)   (3)   (3) 
Total $ 107  $ 111  $ 95 

 
A reconciliation of the federal statutory income tax rate to the effective income tax rate applicable to income before income 
taxes for the years ended December 31 follows:  
 
 2008  2007  2006 
      
Federal statutory income tax rate  35 %   35 %   35 % 
Amortization of investment tax credit  (1)   (1)   (1) 
State income tax, net of federal income tax benefit  5   5   5 
Renewable electricity production tax credits  (11)   (7)   (6) 
Effects of ratemaking  (2)   (3)   (2) 
Resolution of potential tax matter  (1)   -   (5) 
Other  -   (2)   (1) 
Effective federal and state income tax rate  25 %   27 %   25 % 
 
MidAmerican Funding’s net deferred income tax liability consists of the following as of December 31 (in millions):  
 
 2008  2007 
    
Deferred tax assets:    

Regulatory liabilities $ 294  $ 345 
Employee benefits  128   48 
Nuclear reserves and decommissioning  25   24 
Unrealized losses, net  28   17 
Fuel cost recoveries  13   8 
Uncertain tax benefits  13   14 
Asset retirement obligations  83   76 
Other  50   42 

  634   574 
    
Deferred tax liabilities:    

Depreciable property  (924)   (730) 
Regulatory assets  (385)   (330) 
Other  (9)   (12) 

  (1,318)   (1,072) 
    
Net deferred income tax liability $ (684)  $ (498) 
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The net deferred income tax liability is reflected as follows on the Consolidated Balance Sheets as of December 31, (in 
millions). 
 
 2008  2007 
    
Current assets – other $ 16  $ 11 
Deferred income taxes  (700)   (509) 
Net deferred income tax liability $ (684)  $ (498) 
 
MidAmerican Funding adopted FIN 48 effective January 1, 2007, and had $33 million of net unrecognized tax benefits. Of 
this amount, MidAmerican Funding recognized a net increase in the liability for unrecognized tax benefits of $16 million as a 
cumulative effect of adopting FIN 48, which was offset by reductions in beginning retained earnings of $2 million and 
deferred income tax liabilities of $13 million and an increase in regulatory assets of $1 million in the Consolidated Balance 
Sheet. The remaining $17 million had been previously accrued under Statement of Financial Accounting Standards (“SFAS”) 
No. 5, “Accounting for Contingencies,” or SFAS No. 109, “Accounting for Income Taxes.” 
 
As of December 31, 2008 and 2007, net unrecognized tax benefits totaled $41 million and $44 million, respectively, which 
included $22 million and $24 million, respectively, of tax positions, if recognized, would have an impact on the effective tax 
rate. The remaining unrecognized tax benefits relate to tax positions for which ultimate deductibility is highly certain but for 
which there is uncertainty as to the timing of such deductibility. Recognition of these tax benefits, other than applicable 
interest and penalties, would not affect MidAmerican Funding’s effective tax rate.  
 
 (14) Commitments and Contingencies 
 
Refer to Note 14 of MidAmerican Energy’s Notes to Consolidated Financial Statements. 
 
Other Commitments and Contingencies 
 
MidAmerican Funding is a party in a variety of legal actions or claims arising out of the normal course of business. Plaintiffs 
occasionally seek punitive or exemplary damages. MidAmerican Funding does not believe that such normal and routine 
matters will have a material effect on its financial results. 
 
(15) Segment Information 
 
MidAmerican Funding has identified three reportable operating segments: regulated electric, regulated gas and nonregulated 
energy. The regulated electric segment derives most of its revenue from regulated retail sales of electricity to residential, 
commercial, and industrial customers and from wholesale sales. The regulated gas segment derives most of its revenue from 
regulated retail sales of natural gas to residential, commercial, and industrial customers and also obtains significant revenues 
by transporting gas owned by others through its distribution system. Pricing for regulated electric and regulated gas sales are 
established separately by regulatory agencies; therefore, management also reviews each segment separately to make decisions 
regarding allocation of resources and in evaluating performance. Due to growth in revenue from nonregulated retail electric 
sales in 2007, a nonregulated energy business segment has been established. No change to previously reported amounts for 
the regulated electric and regulated gas segments resulted from the addition of the nonregulated energy segment. The 
nonregulated energy segment derives most of its revenue from nonregulated retail electric and gas activities. Common 
operating costs, interest income, interest expense and income tax expense are allocated to each segment based on certain 
factors, which primarily relate to the nature of the cost. “Other” in the tables below consists of the nonregulated subsidiaries 
of MidAmerican Funding not engaged in the energy business and parent company interest expense. 
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The following tables provide information on an operating segment basis (in millions): 
 
 Years Ended December 31, 
 2008  2007  2006 
Segment Profit Information      
Operating revenues:      

Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated energy  1,293   1,150   557 
Other  15   9   5 

Total $ 4,715  $ 4,267  $ 3,453 
      
Depreciation and amortization expense:      

Regulated electric $ 248  $ 236  $ 243 
Regulated gas  33   32   31 
Nonregulated energy(1)  1   1   1 

Total $ 282  $ 269  $ 275 
      

Operating income:      
Regulated electric $ 470  $ 398  $ 372 
Regulated gas  66   53   36 
Nonregulated energy  51   62   13 
Other  3   1   - 

Total $ 590  $ 514  $ 421 
      
Interest and dividend income:      

Regulated electric $ 4  $ 8  $ 7 
Regulated gas  1   1   2 
Other   1   3   3 

Total   6   12   12 
Eliminations  (1)   (2)   (2) 

Consolidated $ 5  $ 10  $ 10 
 
Fixed charges:      

Regulated electric $ 124  $ 98  $ 77 
Regulated gas  19   16   13 
Other   50   51   52 

Total   193   165   142 
Eliminations  (1)   (3)   (2) 

Consolidated $ 192  $ 162  $ 140 
      

Income taxes:      
Regulated electric $ 90  $ 91  $ 105 
Regulated gas  21   16   10 
Nonregulated energy  15   23   3 
Other  (19)   (19)   (23) 

Total $ 107  $ 111  $ 95 
      

Net income:      
Regulated electric $ 285  $ 263  $ 238 
Regulated gas  27   25   18 
Nonregulated energy  30   37   9 
Other  (25)   (25)   23 

Total $ 317  $ 300  $ 288 
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 As of December 31, 
 2008  2007  2006 
Segment Asset Information      
Capital expenditures:      

Regulated electric $ 1,411  $ 1,159  $ 770 
Regulated gas  82   61   49 
Nonregulated energy  1   1   - 
Other  1   1   1 

Total $ 1,495  $ 1,222  $ 820 
      
Total assets:      

Regulated electric $ 8,488  $ 7,301  $ 6,676 
Regulated gas  1,051   1,017   1,002 
Nonregulated energy  251   203   102 
Other  20   23   14 

Total $ 9,810  $ 8,544  $ 7,794 
 
(1) Depreciation and amortization expense related to nonregulated energy operations is included in nonregulated operating expense – other on the 

Consolidated Statements of Operations. 
 
Goodwill resulting from past business combinations is not amortized. Periodically, such balances are evaluated for possible 
impairment. Based on MidAmerican Funding’s annual goodwill impairment tests completed as of October 31, 2008, no 
impairment was indicated for goodwill.  
 
Goodwill by reportable segment as of December 31, 2008 and 2007, was as follows (in millions): 
 
Regulated electric $ 1,191 
Regulated gas  79 
Total $ 1,270 
 
(16) Related Party Transactions 
 
The companies identified as affiliates of MidAmerican Funding are Berkshire Hathaway and its subsidiaries, including 
MEHC and its subsidiaries. The basis for the following transactions is provided for in service agreements between 
MidAmerican Funding and the affiliates.  
 
MidAmerican Funding is reimbursed for charges incurred on behalf of its affiliates. The majority of these reimbursed 
expenses are for allocated employee wages and benefits, insurance, building rent, computer costs, administrative services, 
travel expenses, and general and administrative expenses, such as treasury, legal and accounting functions. The amount of 
such reimbursements was $53 million, $56 million and $62 million for 2008, 2007 and 2006, respectively. 
 
MidAmerican Funding reimbursed MEHC in the amount of $17 million, $12 million and $9 million in 2008, 2007 and 2006, 
respectively, for its share of corporate expenses. 
 
Northern Natural Gas Company (“NNG”), a wholly owned subsidiary of MEHC, is one of MidAmerican Energy’s suppliers 
of natural gas transportation and storage capacity. MidAmerican Energy’s net purchases of natural gas transportation and 
storage capacity from NNG totaled $52 million, $51 million and $52 million in 2008, 2007 and 2006, respectively. 
 
MHC has a $200 million revolving credit arrangement carrying interest at the 30-day LIBOR rate plus a spread to borrow 
from MEHC. Outstanding balances are unsecured and due on demand. The outstanding balance was $59 million at an interest 
rate of 2.161% as of December 31, 2008, and $33 million at an interest rate of 5.496% as of December 31, 2007, and is 
reflected as note payable to affiliate on the Consolidated Balance Sheet. 
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MEHC has a $100 million revolving credit arrangement, carrying interest at the 30-day LIBOR rate plus a spread to borrow 
from MHC. Outstanding balances are unsecured and due on demand. There were no borrowings outstanding throughout 2008 
and 2007.  
 
MidAmerican Funding had accounts receivable from affiliates of $10 million as of both December 31, 2008 and 2007, that 
are included in receivables on the Consolidated Balance Sheets. MidAmerican Funding also had accounts payable to 
affiliates of $9 million and $7 million as of December 31, 2008 and 2007, respectively, that are included in accounts payable 
on the Consolidated Balance Sheets. 
 
In 2006, MHC received dividends totaling $50 million from MidAmerican Energy.  
 
MidAmerican Funding recognizes the full amount of the funded status for its pension and postretirement plans, and amounts 
attributable to MidAmerican Funding’s affiliates that have not previously been recognized through income are recognized as 
an intercompany balance with such affiliates. MidAmerican Funding adjusts these balances when changes to the funded 
status of the respective plans are recognized and does not intend to settle the balances currently. Amounts receivable from 
affiliates attributable to the funded status of employee benefit plans totaled $20 million and $12 million as of December 31, 
2008 and 2007, respectively, and similar amounts payable to affiliates totaled $5 million and $19 million as of December 31, 
2008 and 2007, respectively. See Note 12 for further information pertaining to pension and postretirement accounting. 
 
The indenture pertaining to MidAmerican Funding’s long-term debt restricts MidAmerican Funding from paying a 
distribution on its equity securities, unless after making such distribution either its debt to total capital ratio does not exceed 
0.67:1 and its interest coverage ratio is not less than 2.2:1 or its senior secured long-term debt rating is at least BBB or its 
equivalent. MidAmerican Funding may seek a release from this restriction upon delivery to the indenture trustee of written 
confirmation from the ratings agencies that without this restriction MidAmerican Funding’s senior secured long-term debt 
would be rated at least BBB+. 
 
(17) Non-Operating Other Income and Expense 
 
Non-operating income - other income, as shown on the Consolidated Statements of Operations, includes the following for the 
years ended December 31 (in millions):  
 
 2008  2007  2006 
      

Marketable securities gains $ -  $ -  $ 32 
Gains on sales of assets and other investments  -   -   15 
Corporate-owned life insurance income  -   7   7 
Income from energy projects and venture capital investments  1   -   5 
Other  4   4   4 

Total $ 5  $ 11  $ 63 
 
Marketable securities gains includes gains of $28 million in 2006 from the sale of the common shares MidAmerican Funding 
held of an electronic energy and metals trading exchange. Additionally, 2006 includes $4 million for a gain recognized when 
MidAmerican Funding donated its remaining shares in that company to a charitable foundation. An offsetting other expense 
was also recognized for the donation. 
 
Gains on the sales of assets and other investments, net in 2006 includes an $8 million gain on the sale of MidAmerican 
Funding’s non-controlling interest in a nonregulated gas-fired cogeneration plant and a $7 million gain on the sale of a 
commercial passenger aircraft.  
 
Income from energy projects and venture capital investments for 2006 is due to changes in a financing arrangement related to 
a nonstrategic investment in a hydroelectric generating plant. 
 
Non-operating income - other expense, as shown on the Consolidated Statements of Operations, consists primarily of costs 
not recoverable from MidAmerican Energy’s regulated utility customers. Additionally, in 2008, MidAmerican Energy 
recorded a $5 million loss related to its investment in auction rate securities. Refer to Note 6 for further discussion of 
MidAmerican Energy’s investment in auction rate securities.   
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(18) Unaudited Quarterly Operating Results 
 
 2008 
 1st Quarter  2nd Quarter  3rd Quarter  4th Quarter 
 (In millions) 
Operating revenues $ 1,373  $ 1,081  $ 1,107  $ 1,154 
Operating income  175   104   159   152 
Net income  100   53   91   73 
        
 
 
 2007 
 1st Quarter  2nd Quarter  3rd Quarter  4th Quarter 
 (In millions) 
Operating revenues $ 1,237  $ 971  $ 985  $ 1,074 
Operating income  145   113   171   85 
Net income  85   66   104   45 
        
 
Quarterly data reflect seasonal variations common to a Midwest utility. 
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 
 
None. 
 
Item 9A(T). Controls and Procedures 
 
Disclosure Controls and Procedures 
 
At the end of the period covered by this Annual Report on Form 10-K, the Company (MidAmerican Energy or MidAmerican 
Funding, as applicable) carried out an evaluation, under the supervision and with the participation of the Company’s 
respective management, including the Chief Executive Officer (principal executive officer) and the Chief Financial Officer 
(principal financial officer), of the effectiveness of the design and operation of the Company’s disclosure controls and 
procedures (as defined in Rule 13a-15(e) promulgated under the Securities and Exchange Act of 1934, as amended). Based 
upon that evaluation, the Company’s management, including the Chief Executive Officer (principal executive officer) and the 
Chief Financial Officer (principal financial officer), concluded that the Company’s disclosure controls and procedures were 
effective to ensure that information required to be disclosed by the Company in the reports that it files or submits under the 
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the Commission’s rules and 
forms, and is accumulated and communicated to management, including the Chief Executive Officer (principal executive 
officer) and Chief Financial Officer (principal financial officer), or persons performing similar functions, as appropriate to allow 
timely decisions regarding required disclosure. There has been no change in the Company’s internal control over financial 
reporting during the quarter ended December 31, 2008, that has materially affected, or is reasonably likely to materially 
affect, the Company’s internal control over financial reporting. 
 
Management’s Report on Internal Control over Financial Reporting 
 
Management of the Company (MidAmerican Energy or MidAmerican Funding, as applicable) is responsible for establishing 
and maintaining adequate internal control over financial reporting, as such term is defined in the Securities Exchange Act of 
1934 Rule 13a-15(f). Under the supervision and with the participation of the Company’s management, including the Chief 
Executive Officer (principal executive officer) and the Chief Financial Officer (principal financial officer), the Company’s 
management conducted an evaluation of the effectiveness of the Company’s internal control over financial reporting as of 
December 31, 2008 as required by the Securities Exchange Act of 1934 Rule 13a-15(c). In making this assessment, the 
Company’s management used the criteria set forth in the framework in “Internal Control – Integrated Framework” issued by 
the Committee of Sponsoring Organizations of the Treadway Commission. Based on the evaluation conducted under the 
framework in “Internal Control – Integrated Framework,” the Company’s management concluded that the Company’s 
internal control over financial reporting was effective as of December 31, 2008. 
 
This report does not include an attestation report of the Company’s registered public accounting firm regarding internal 
control over financial reporting. Management’s report was not subject to attestation by the Company’s registered public 
accounting firm pursuant to temporary rules of the SEC that permit the Company to provide only management’s report in this 
Annual Report on Form 10-K. 
 
MidAmerican Energy Company MidAmerican Funding, LLC 
February 20, 2009 February 20, 2009 
 
Item 9B. Other Information 
 
None. 
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PART III 

 
Item 10. Directors, Executive Officers and Corporate Governance 
 
Information required by Item 10 is omitted pursuant to General Instruction I(2)(c) to Form 10-K. 
 
Item 11. Executive Compensation 
 
Information required by Item 11 is omitted pursuant to General Instruction I(2)(c) to Form 10-K. 
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 
 
Information required by Item 12 is omitted pursuant to General Instruction I(2)(c) to Form 10-K. 
 
Item 13. Certain Relationships and Related Transactions, and Director Independence 
 
Information required by Item 13 is omitted pursuant to General Instruction I(2)(c) to Form 10-K. 
 
Item 14. Principal Accountant Fees and Services 
 
The following table shows MidAmerican Funding’s (consolidated) and MidAmerican Energy’s fees paid or accrued for audit 
and audit-related services and fees paid for tax and all other services rendered by Deloitte & Touche LLP, the member firms 
of Deloitte Touche Tohmatsu, and their respective affiliates (collectively, the “Deloitte Entities”) for each of the last two 
years (in millions): 
 
 MidAmerican Funding  MidAmerican Energy 
 2008  2007  2008  2007 
  
Audit fees (1) $ 1.1  $ 0.9  $ 1.0  $ 0.8 
Audit-related fees (2)  0.2   0.1   0.2   0.1 
Tax fees (3)  0.1   0.3   0.1   0.3 
All other fees  -   -   -   - 
 Total aggregate fees billed $ 1.4  $ 1.3  $ 1.3  $ 1.2 
        
 
(1) Audit fees include fees for the audit of MidAmerican Funding’s and MidAmerican Energy’s consolidated financial statements and interim 

reviews of their quarterly financial statements, audit services provided in connection with required statutory audits, and comfort letters, consents 
and other services related to SEC matters. 

  
(2) Audit-related fees primarily include fees for assurance and related services for any other statutory or regulatory requirements, audits of certain 

employee benefit plans and consultations on various accounting and reporting matters. 
  
(3) Tax fees include fees for services relating to tax compliance, tax planning and tax advice. These services include assistance regarding federal 

and state tax compliance, tax return preparation and tax audits. 
 
The audit committee of MEHC reviewed and approved the services rendered by the Deloitte Entities in and for fiscal 2008 as 
set forth in the above table and concluded that the non-audit services were compatible with maintaining the principal 
accountant’s independence. Under the Sarbanes-Oxley Act of 2002, all audit and non-audit services performed by the 
principal accountant require approval in advance by the audit committee in order to assure that such services do not impair 
the principal accountant’s independence from MidAmerican Funding and MidAmerican Energy. Accordingly, the audit 
committee has an Audit and Non-Audit Services Pre-Approval Policy (the “Policy”) that sets forth the procedures and the 
conditions pursuant to which services to be performed by the principal accountant are to be pre-approved. Pursuant to the 
Policy, certain services described in detail in the Policy may be pre-approved on an annual basis together with pre-approved 
maximum fee levels for such services. The services eligible for annual pre-approval consist of services that would be 
included under the categories of Audit Fees, Audit-Related Fees and Tax Fees. If not pre-approved on an annual basis, 
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proposed services must otherwise be separately approved prior to being performed by the principal accountant. In addition, 
any services that receive annual pre-approval but exceed the pre-approved maximum fee level also will require separate 
approval by the audit committee prior to being performed. The Policy does not delegate to management the audit 
committee’s responsibilities to pre-approve services performed by the principal accountant. 
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PART IV 

 
Item 15. Exhibits and Financial Statement Schedules 
 

INDEX 
 
 Page 
(a)(1) Financial Statements (included herein) 
 
Consolidated financial statements of MidAmerican Energy and MidAmerican Funding, as well as the Reports of 
Independent Registered Public Accounting Firm, are in Item 8 of this Form 10-K. 51 
 
(a)(2) Financial Statement Schedules 
 
The following schedules should be read in conjunction with the aforementioned consolidated financial statements. 
Other schedules are omitted because they are not required or the information therein is not applicable, or is reflected 
in the consolidated financial statements or notes thereto. 

 

  
MidAmerican Funding, LLC parent company only condensed financial statements (Schedule I) 124 
  
MidAmerican Energy Company Consolidated Valuation and Qualifying Accounts (Schedule II) 127 
  
MidAmerican Funding, LLC Consolidated Valuation and Qualifying Accounts (Schedule II) 128 
 
 
(b) Exhibits 
  
Exhibits Index 131 
 
(c) Financial Statements of Affiliate Pledged as Collateral 
  
MHC Inc. Consolidated Financial Statements 108 
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Item 15(c) MHC Inc. Consolidated Financial Statements  
 
The accompanying consolidated financial statements of MHC Inc., the direct wholly owned subsidiary of MidAmerican 
Funding, are being provided pursuant to Rule 3-16 of the U. S. Securities and Exchange Commission’s Regulation S-X. The 
purpose of these financial statements is to provide information about the assets and equity interests that collateralize 
MidAmerican Funding’s long-term debt and that, upon the occurrence of any triggering event under the collateral agreement, 
would be available to satisfy the applicable debt obligations.  
 

MHC Inc. and Subsidiaries 
 

Report of Independent Registered Public Accounting Firm 109 

Consolidated Balance Sheets 110 

Consolidated Statements of Operations 111 

Consolidated Statements of Comprehensive Income 112 

Consolidated Statements of Cash Flows 113 

Consolidated Statements of Capitalization 114 

Consolidated Statements of Retained Earnings 115 

Notes to Consolidated Financial Statements 116 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
 
To the Board of Directors and Shareholder 
MHC Inc. 
Des Moines, Iowa 
 
We have audited the accompanying consolidated balance sheets and consolidated statements of capitalization of MHC Inc. 
and subsidiaries (the “Company”) as of December 31, 2008 and 2007, and the related consolidated statements of operations, 
comprehensive income, cash flows and retained earnings for each of the three years in the period ended December 31, 2008. 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion 
on the financial statements based on our audits.  
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over financial reporting as 
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such 
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of MHC 
Inc. and subsidiaries as of December 31, 2008 and 2007, and the results of their operations and their cash flows for each of 
the three years in the period ended December 31, 2008, in conformity with accounting principles generally accepted in the 
United States of America.  
 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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MHC INC. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(In millions) 

 As of December 31, 
 2008  2007 

ASSETS 
Utility Plant, Net    
Electric $ 8,952  $ 7,473 
Gas  1,155   1,086 
  10,107   8,559 
Accumulated depreciation and amortization  (3,426)   (3,237) 
  6,681   5,322 
Construction work in progress  233   386 
  6,914   5,708 
Current Assets    
Cash and cash equivalents  10   12 
Restricted cash and short-term investments  15   - 
Receivables, less allowances of $8 and $9, respectively  464   456 
Inventories  158   133 
Other  114   69 
  761   670 
Other Assets    
Receivable from affiliate  267   248 
Investments and nonregulated property, net  415   494 
Goodwill  1,270   1,270 
Regulatory assets  368   268 
Other   78   129 
  2,398   2,409 
Total Assets $ 10,073  $ 8,787 
    

CAPITALIZATION AND LIABILITIES 
Capitalization    
Shareholder’s equity $ 4,060  $ 3,777 
MidAmerican Energy preferred securities  30   30 
Long-term debt, excluding current portion  2,865   2,470 
  6,955   6,277 
Current Liabilities    
Short-term debt  457   86 
Note payable to affiliate  59   33 
Current portion of long-term debt  -   1 
Accounts payable  352   412 
Taxes accrued  104   90 
Interest accrued  44   41 
Other  100   76 
  1,116   739 
Other Liabilities    
Deferred income taxes  700   509 
Investment tax credits  36   38 
Asset retirement obligations  200   182 
Regulatory liabilities  659   793 
Other  407   249 
  2,002   1,771 
Total Capitalization and Liabilities $ 10,073  $ 8,787 
 

The accompanying notes are an integral part of these financial statements. 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 111

MHC INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
Operating Revenues      
Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated  1,308   1,159   562 
  4,715   4,267   3,453 
Operating Expenses      
Regulated:      

Cost of fuel, energy and capacity  743   741   672 
Cost of gas sold   1,128   937   888 
Other operating expenses  422   419   402 
Maintenance  204   201   156 
Depreciation and amortization  281   268   274 
Property and other taxes  103   98   97 

  2,881   2,664   2,489 
Nonregulated:      

Cost of sales  1,214   1,063   523 
Other  30   26   20 

  1,244   1,089   543 
Total operating expenses  4,125   3,753   3,032 

      
Operating Income  590   514   421 
      
Non-Operating Income      
Interest and dividend income  5   10   10 
Allowance for equity funds  25   41   37 
Other income  5   11   63 
Other expense  (9)   (3)   (8) 
  26   59   102 
      
Fixed Charges      
Interest on long-term debt  154   122   93 
Other interest expense  6   10   15 
Preferred dividends of subsidiaries  1   1   1 
Allowance for borrowed funds  (16)   (18)   (16) 
  145   115   93 
      
Income Before Income Taxes  471   458   430 
Income Taxes  127   130   114 
      
Net Income $ 344  $ 328  $ 316 
 

The accompanying notes are an integral part of these financial statements. 
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MHC INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
      
Net Income $ 344  $ 328  $ 316 
      
Other Comprehensive Income (Loss)      
Unrealized gains (losses) on available-for-sale securities:      

Unrealized gains (losses) during period-      
Before income taxes  (21)   -   32 
Income tax (expense) benefit  9   -   (11) 

  (12)   -   21 
Less realized gains (losses) reflected in net income  

during period- 
     

Before income taxes  (2)   -   32 
Income tax (expense) benefit  1   -   (11) 

  (1)   -   21 
      

Net unrealized losses  (11)   -   - 
      
Unrealized gains (losses) on cash flow hedges:      

Unrealized gains (losses) during period-      
Before income taxes  (88)   20   (22) 
Income tax (expense) benefit  35   (8)   9 

  (53)   12   (13) 
Less realized losses reflected in net income  

during period- 
     

Before income taxes  (6)   (1)   (2) 
Income tax benefit  3   -   1 

  (3)   (1)   (1) 
      

Net unrealized gains (losses)  (50)   13   (12) 
      
Other comprehensive income (loss)  (61)   13   (12) 
      
Comprehensive Income $ 283  $ 341  $ 304 
 

The accompanying notes are an integral part of these financial statements. 
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MHC INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
Net Cash Flows From Operating Activities      
Net income $ 344  $ 328  $ 316 
Adjustments to reconcile net income to net cash flows from  
 operating activities: 

     

Depreciation and amortization  282   269   275 
Deferred income taxes and investment tax credit, net  201   23   (3) 
Amortization of other assets and liabilities  29   28   21 
Gain on sale of securities, assets and other investments  -   -   (43) 
Loss from impairment of available-for-sale securities  5   -   - 
Impact of changes in working capital-      

Receivables, net  (11)   (109)   105 
Inventories  (24)   (20)   (28) 
Derivative collateral, net  (38)   10   (38) 
Accounts payable  (46)   99   (81) 
Taxes accrued  (8)   (2)   (5) 
Other current assets and liabilities  11   1   34 

Other, net  (28)   (31)   (9) 
Net cash flows from operating activities  717   596   544 

      
Net Cash Flows From Investing Activities      
Utility construction expenditures  (1,471)   (1,298)   (758) 
Proceeds from sale of assets and other investments  -   -   17 
Purchases of available-for-sale securities  (140)   (432)   (853) 
Proceeds from sales of available-for-sale securities  140   395   878 
Change in restricted cash and investments  (15)   -   - 
Other, net  9   8   9 

Net cash flows from investing activities  (1,477)   (1,327)   (707) 
      
Net Cash Flows From Financing Activities      
Proceeds from long-term debt  451   649   349 
Retirement of long-term debt  (58)   (2)   (161) 
Net change in amounts receivable from/payable to affiliates  (2)   4   (79) 
Net change in short-term debt  371   86   - 
Other, net  (4)   (3)   (8) 

Net cash flows from financing activities  758   734   101 
      
Net Change in Cash and Cash Equivalents  (2)   3   (62) 
Cash and Cash Equivalents at Beginning of Year  12   9   71 
Cash and Cash Equivalents at End of Year $ 10  $ 12  $ 9 
      
Supplemental Disclosure:      
Interest paid, net of amounts capitalized $ 138  $ 98  $ 60 
Income taxes paid (received) $ (62)  $ 113  $ 125 
Current year utility construction expenditures payable at end of year $ 95  $ 85  $ 69 
 

The accompanying notes are an integral part of these financial statements. 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 114

MHC INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In millions, except share amounts) 
 

 As of December 31, 
 2008  2007 
Shareholder’s Equity       
Common shares, no par; 1,000 shares authorized, 1,000 

shares outstanding $ 2,421 
   

$ 2,421 
  

Retained earnings  1,699     1,355   
Accumulated other comprehensive income (loss), net:         

Unrealized loss on available-for-sale securities  (11)     -   
Unrealized gain (loss) on cash flow hedges  (49)     1   

  4,060   58.4%   3,777   60.2% 
MidAmerican Energy Preferred Securities        

(100,000,000 shares authorized)        
Cumulative shares outstanding; not subject to mandatory 

redemption:  
       

$3.30 Series, 49,451 shares  5     5   
$3.75 Series, 38,305 shares  4     4   
$3.90 Series, 32,630 shares  3     3   
$4.20 Series, 47,362 shares  5     5   
$4.35 Series, 49,945 shares  5     5   
$4.40 Series, 35,697 shares  3     3   
$4.80 Series, 49,898 shares  5     5   

  30   0.4%   30  0.5% 
Long-Term Debt, Excluding Current Portion        
MidAmerican Energy:        

Tax-exempt obligations -        
5.95% Series, due 2023 (general mortgage bond-

secured)  -     29   
Variable-rate series (2008- 1.14%, 2005- 3.51%) -        

Due 2016  34     34   
Due 2017  4     4   
Due 2023 (general mortgage bond-secured)  -     28   
Due 2023, issued in 1993  7     7   
Due 2023, issued in 2008  57     -   
Due 2024  35     35   
Due 2025  13     13   
Due 2038  45     -   

Notes -        
5.65% Series, due 2012  400     400   
5.125% Series, due 2013  275     275   
4.65% Series, due 2014  350     350   
5.95% Series, due 2017  250     250   
5.3% Series, due 2018  350     -   
6.75% Series, due 2031  400     400   
5.75% Series, due 2035  300     300   
5.8% Series, due 2036  350     350   

Obligations under capital leases  2     2   
Unamortized debt premium and discount, net  (7)     (7)   

Total   2,865   41.2%   2,470   39.3% 
Total Capitalization $ 6,955   100.0%  $ 6,277   100.0% 
 

The accompanying notes are an integral part of these financial statements. 
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MHC INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

(In millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
      
Beginning of Year $ 1,355  $ 1,029  $ 713 
Adoption of FASB Interpretation No. 48  -   (2)   - 
Net Income  344   328   316 
      
End of Year $ 1,699  $ 1,355  $ 1,029 
 

The accompanying notes are an integral part of these financial statements.  
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MHC INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
(1) Company Organization 
 
MHC Inc. (“MHC”) is an Iowa corporation with MidAmerican Funding, LLC (“MidAmerican Funding”) as its sole 
shareholder. MidAmerican Funding is an Iowa limited liability company with MidAmerican Energy Holdings Company 
(“MEHC”) as its sole member. MEHC is a consolidated subsidiary of Berkshire Hathaway Inc. (“Berkshire Hathaway”). 
MHC constitutes substantially all of MidAmerican Funding’s assets, liabilities and business activities except those related to 
MidAmerican Funding’s long-term debt securities. MHC’s principal subsidiary is MidAmerican Energy Company 
(“MidAmerican Energy”), a public utility with electric and natural gas operations. Direct wholly owned nonregulated 
subsidiaries of MHC are InterCoast Capital Company (“InterCoast Capital”), Midwest Capital Group, Inc., MEC 
Construction Services Co. and MidAmerican Services Company. 
 
(2) Summary of Significant Accounting Policies 
 
In addition to the following significant accounting policies, refer to Note 2 of MidAmerican Energy’s Notes to Consolidated 
Financial Statements in Item 8 of this Form 10-K for significant accounting policies of MHC. 
 
Principles of Consolidation 
 
The Consolidated Financial Statements include the accounts of MHC and the subsidiaries in which it held a controlling 
financial interest as of the date of the financial statement. Intercompany accounts and transactions have been eliminated, 
other than those between rate-regulated operations. Certain amounts in the prior year Consolidated Financial Statements have 
been reclassified to conform to the current year presentation. Such reclassifications did not impact previously reported 
operating income, net income or retained earnings. 
 
Goodwill 
 
Goodwill represents the difference between the purchase cost and the fair value of the net assets acquired when MidAmerican 
Funding purchased MHC. Goodwill is allocated to each reporting unit and is tested at least annually for impairments using a 
variety of methods, principally discounted projected future net cash flows, with any impairments charged to earnings. MHC 
completed its annual review as of October 31, 2008. Key assumptions used in the testing include, but are not limited to, the 
use of estimated future cash flows, earnings before interest, taxes, depreciation and amortization multiples and an appropriate 
discount rate. In estimating cash flows, MHC incorporates current market information as well as historical factors. During 
2008, 2007 and 2006, MHC did not record any goodwill impairments. 
 
(3) Jointly Owned Utility Facilities 
 
Refer to Note 3 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
(4) Regulatory Matters 
 
Refer to Note 4 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
(5) Fair Value Measurements 
 
Refer to Note 5 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K.  
 
MidAmerican Energy’s long-term debt and current maturities of long-term debt are carried at cost in the Consolidated 
Financial Statements.  The fair value of MidAmerican Energy’s long-term debt has been estimated based on the quoted 
market prices, where available, or at the present value of future cash flows discounted at rates consistent with the comparable 
maturities with similar credit risks. The carrying amount of MidAmerican Energy’s variable-rate long-term debt 
approximates fair value because of the frequent repricing of these instruments at market rates. The following table presents 
the carrying amount and estimated fair value of MHC’s long-term debt, including the current portion, as of December 31 (in 
millions):  
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 2008  2007 
    
Carrying amount $ 2,865  $ 2,471 
Estimated fair value  2,887   2,519 
 
(6) Investments and Nonregulated Property, Net 
 
Investments and nonregulated property, net includes the following amounts as of December 31 (in millions):  
 
 2008  2007 
    
Nuclear decommissioning trusts $ 230  $ 276 
Rabbi trusts  133   141 
Auction rate securities  16   40 
MidAmerican Energy non-utility property, net of accumulated depreciation 

of $6 and $6, respectively  16 
 

 16 
Coal transportation property, net of accumulated depreciation of 

$3 and $3, respectively  9 
 

 9 
Equipment leases  4   5 
Real estate, net of accumulated depreciation of $1 and $1, respectively  4   4 
Other  3   3 

Total $ 415  $ 494 
 
General 
 
In addition to the following discussion, refer to Note 6 of MidAmerican Energy’s Notes to Consolidated Financial Statements 
in Item 8 of this Form 10-K for additional information regarding the investments included in the table above. 
 
Equipment leases as of December 31, 2008, which are accounted for as leveraged leases and held by InterCoast Capital, 
consist primarily of a 7% undivided interest in an electric generating station leased to a utility located in Arizona. That lease 
terminates in 2015 and had a pre-tax carrying value of $4 million as of December 31, 2008 and 2007. The investment is 
exposed to the credit risk of the lessee.  
 
The investment in real estate includes primarily Dakota Dunes, a 1,920 acre planned residential and commercial development 
community located in the southeast corner of South Dakota. As of December 31, 2008, 64% of the development available for 
sale had been sold. 
 
Investments in Debt and Equity Securities 
 
MHC’s investments in debt and equity securities as of December 31, 2008 and 2007, consisted of the investments in the 
Quad Cities Station nuclear decommissioning trusts and auction rate securities. Refer to Note 6 of MidAmerican Energy’s 
Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional information related to these 
investments. In addition to the proceeds and gross realized gains and losses on the disposal of MidAmerican Energy’s 
available-for-sale securities, MHC had proceeds of $1 million in 2008, and proceeds and a gross realized gain of $28 million 
in 2006 related to the sale of the common shares MHC held of an electronic energy and metal trading exchange. 
 
(7) Risk Management 
 
Refer to Note 7 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
 (8) Preferred Securities 
 
Refer to Note 8 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 118

(9) Long-Term Debt 
 
Refer to Note 9 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
(10) Short-Term Debt and Revolving Credit Facilities 
 
Refer to Note 10 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. In 
addition to MidAmerican Energy’s credit facilities, MHC has a $4 million revolving credit facility, expiring in June 2009, 
under which zero was outstanding as of December 31, 2008 and 2007. 
 
(11) Asset Retirement Obligations 
 
Refer to Note 11 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
(12) Employee Benefit Plans 
 
Refer to Note 12 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for 
additional information regarding MHC’s pension, supplemental retirement and postretirement benefit plans. 
 
Pension and postretirement costs allocated by MHC to its parent and other affiliates in each of the years ended December 31, 
were as follows (in millions): 
 
 2008  2007  2006 
      
Pension costs $ 10  $ 11  $ 11 
Other postretirement costs  1   -   2 
 
(13) Income Taxes 
 
MHC’s income tax expense consists of the following for the years ended December 31 (in millions):  
 
 2008  2007  2006 
Current:      

Federal $ (91)  $ 87  $ 106 
State  18   20   11 

  (73)   107   117 
Deferred:      

Federal  209   33   10 
State  (7)   (7)   (10) 

  202   26   - 
      

Investment tax credit  (2)   (3)   (3) 
Total $ 127  $ 130  $ 114 
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A reconciliation of the federal statutory income tax rate to the effective income tax rate applicable to income before income 
taxes for the years ended December 31:  
 

 2008  2007  2006 
      

Federal statutory income tax rate  35 %   35 %   35 % 
Amortization of investment tax credit  (1)   (1)   (1) 
State income tax, net of federal income tax benefit  6   5   5 
Renewable electricity production tax credits  (10)   (7)   (5) 
Effects of ratemaking  (2)   (2)   (2) 
Resolution of potential tax matter  (1)   -   (4) 
Other  -   (2)   (2) 
Effective federal and state income tax rate  27 %   28 %   26 % 
 
MHC’s net deferred income tax liability consists of the following as of December 31 (in millions):  
 
 2008  2007 
    
Deferred tax assets:    

Regulatory liabilities $ 294  $ 345 
Employee benefits  128   48 
Nuclear reserves and decommissioning  25   24 
Unrealized losses, net  28   17 
Fuel cost recoveries  13   8 
Uncertain tax benefits  13   14 
Asset retirement obligations  83   76 
Other  50   42 

  634   574 
    
Deferred tax liabilities:    

Depreciable property  (924)   (730) 
Regulatory assets  (385)   (330) 
Other  (9)   (12) 

  (1,318)   (1,072) 
    
Net deferred income tax liability $ (684)  $ (498) 
 
The net deferred income tax liability was reflected as follows on the Consolidated Balance Sheets as of December 31, (in 
millions). 
 
 2008  2007 
    
Current assets – other $ 16  $ 11 
Deferred income taxes  (700)   (509) 
Net deferred income tax liability $ (684)  $ (498) 
 
MHC adopted FIN 48 effective January 1, 2007, and had $33 million of net unrecognized tax benefits. Of this amount, MHC 
recognized a net increase in the liability for unrecognized tax benefits of $16 million as a cumulative effect of adopting 
FIN 48, which was offset by reductions in beginning retained earnings of $2 million and deferred income tax liabilities of 
$13 million and an increase in regulatory assets of $1 million in the Consolidated Balance Sheet. The remaining $17 million 
had been previously accrued under Statement of Financial Accounting Standards (“SFAS”) No. 5, “Accounting for 
Contingencies,” or SFAS No. 109, “Accounting for Income Taxes.” 
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As of December 31, 2008 and 2007, net unrecognized tax benefits totaled $41 million and $44 million, respectively, which 
included $22 million and $24 million, respectively, of unrecognized tax positions, if recognized, would have an impact on the 
effective tax rate. The remaining unrecognized tax benefits relate to tax positions for which ultimate deductibility is highly 
certain but for which there is uncertainty as to the timing of such deductibility. Recognition of these tax benefits, other than 
applicable interest and penalties, would not affect MHC’s effective tax rate.  
 
(14) Commitments and Contingencies 
 
Refer to Note 14 of MidAmerican Energy’s Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 

Other Commitments and Contingencies 
 
MHC is a party in a variety of legal actions or claims arising out of the normal course of business. Plaintiffs occasionally 
seek punitive or exemplary damages. MHC does not believe that such normal and routine matters will have a material effect 
on its financial results. 
 
(15) Segment Information 
 
MHC has identified three reportable operating segments: regulated electric, regulated gas and nonregulated energy. The 
regulated electric segment derives most of its revenue from regulated retail sales of electricity to residential, commercial, and 
industrial customers and from wholesale sales. The regulated gas segment derives most of its revenue from regulated retail 
sales of natural gas to residential, commercial, and industrial customers and also obtains significant revenues by transporting 
gas owned by others through its distribution system. Pricing for regulated electric and regulated gas sales are established 
separately by regulatory agencies; therefore, management also reviews each segment separately to make decisions regarding 
allocation of resources and in evaluating performance. Due to growth in revenue from nonregulated retail electric sales in 
2007, a nonregulated energy business segment has been established. No change to previously reported amounts for the 
regulated electric and regulated gas segments resulted from the addition of the nonregulated energy segment. The 
nonregulated energy segment derives most of its revenue from nonregulated retail electric and gas activities. Common 
operating costs, interest income, interest expense and income tax expense are allocated to each segment based on certain 
factors, which primarily relate to the nature of the cost. “Other” in the tables below consists principally of the nonregulated 
subsidiaries of MHC not engaged in the energy business. 
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The following tables provide information on an operating segment basis (in millions): 
 
 Years Ended December 31, 
 2008  2007  2006 
Segment Profit Information      
Operating revenues:      

Regulated electric $ 2,030  $ 1,934  $ 1,779 
Regulated gas  1,377   1,174   1,112 
Nonregulated energy  1,293   1,150   557 
Other  15   9   5 

Total $ 4,715  $ 4,267  $ 3,453 
      
Depreciation and amortization expense:      

Regulated electric $ 248  $ 236  $ 243 
Regulated gas  33   32   31 
Nonregulated energy(1)  1   1   1 

Total $ 282  $ 269  $ 275 
      

Operating income:      
Regulated electric $ 470  $ 398  $ 372 
Regulated gas  66   53   36 
Nonregulated energy  51   62   13 
Other  3   1   - 

Total $ 590  $ 514  $ 421 
      
Interest and dividend income:      

Regulated electric $ 4  $ 8  $ 7 
Regulated gas  1   1   2 
Other  1   3   3 

Total   6   12   12 
Eliminations  (1)   (2)   (2) 

Consolidated $ 5  $ 10  $ 10 
      
Fixed charges:      

Regulated electric $ 124  $ 98  $ 77 
Regulated gas  19   16   13 
Other  3   4   5 

Total   146   118   95 
Eliminations  (1)   (3)   (2) 

Consolidated $ 145  $ 115  $ 93 
      

Income taxes:      
Regulated electric $ 90  $ 91  $ 105 
Regulated gas  21   16   10 
Nonregulated energy  15   23   3 
Other  1   -   (4) 

Total $ 127  $ 130  $ 114 
      

Net Income:      
Regulated electric $ 285  $ 263  $ 238 
Regulated gas  27   25   18 
Nonregulated energy  30   37   9 
Other  2   3   51 

Total $ 344  $ 328  $ 316 
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 As of December 31, 
 2008  2007  2006 
Segment Asset Information      
Capital expenditures:      

Regulated electric $ 1,411  $ 1,159  $ 770 
Regulated gas  82   61   49 
Nonregulated energy  1   1   - 
Other  1   1   1 

Total $ 1,495  $ 1,222  $ 820 
      
Total assets:      

Regulated electric $ 8,488  $ 7,301  $ 6,676 
Regulated gas  1,051   1,017   1,002 
Nonregulated energy  251   203   102 
Other  283   266   229 

Total $ 10,073  $ 8,787  $ 8,009 
 
(1) Depreciation and amortization expense related to nonregulated energy operations is included in nonregulated operating expense – other on the 

Consolidated Statements of Operations. 
 
Goodwill resulting from past business combinations is not amortized. Periodically, such balances are evaluated for possible 
impairment. Based on MHC’s annual goodwill impairment tests completed as of October 31, 2008, no impairment was 
indicated for goodwill.  
 
Goodwill by reportable segment as of December 31, 2008 and 2007 was as follows (in millions): 
 
Regulated electric $ 1,191 
Regulated gas  79 
Total $ 1,270 
 
 
(16) Related Party Transactions 
 
The companies identified as affiliates of MHC are Berkshire Hathaway and its subsidiaries, including MEHC and its 
subsidiaries. The basis for the following transactions is provided for in service agreements between MHC and the affiliates.  
 
MHC is reimbursed for charges incurred on behalf of its affiliates. The majority of these reimbursed expenses are for 
allocated employee wages and benefits, insurance, building rent, computer costs, administrative services, travel expenses, and 
general and administrative expenses: including treasury, legal and accounting functions. The amount of such reimbursements 
was $53 million, $56 million and $62 million for 2008, 2007 and 2006, respectively. 
 
MHC reimbursed MEHC in the amount of $17 million, $12 million and $9 million in 2008, 2007 and 2006, respectively, for 
its share of corporate expenses. 
 
Northern Natural Gas Company (“NNG”), a wholly owned subsidiary of MEHC, is one of MidAmerican Energy’s suppliers 
of natural gas transportation and storage capacity. MidAmerican Energy’s net purchases of natural gas transportation and 
storage capacity from NNG totaled $52 million, $51 million and $52 million in 2008, 2007 and 2006, respectively. 
 
MHC has a $200 million revolving credit arrangement carrying interest at the 30-day LIBOR rate plus a spread to borrow 
from MEHC. Outstanding balances are unsecured and due on demand. The outstanding balance was $59 million at an interest 
rate of 2.161% as of December 31, 2008, and $33 million at an interest rate of 5.496% as of December 31, 2007, and is 
reflected as note payable to affiliate on the Consolidated Balance Sheet. 
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MEHC has a $100 million revolving credit arrangement carrying interest at the 30-day LIBOR rate plus a spread to borrow 
from MHC. Outstanding balances are unsecured and due on demand. There were no borrowings outstanding throughout 2008 
and 2007. 
 
MHC settles all obligations of MidAmerican Funding including primarily interest costs on MidAmerican Funding’s long-
term debt. Net amounts paid by MHC on behalf of MidAmerican Funding totaled $27 million, $26 million and $29 million 
for 2008, 2007 and 2006, respectively. 
 
MHC had accounts receivable from affiliates of $273 million and $253 million as of December 31, 2008 and 2007, 
respectively, that are reflected in receivables and receivable from affiliate on the Consolidated Balance Sheets. MHC also had 
accounts payable to affiliates of $9 million and $15 million as of December 31, 2008 and 2007, respectively, that are 
included in accounts payable on the Consolidated Balance Sheets. 
 
In 2006, MHC received dividends totaling $50 million from MidAmerican Energy.  
 
MHC recognizes the full amount of the funded status for its pension and postretirement plans, and amounts attributable to 
MHC’s affiliates that have not previously been recognized through income are recognized as an intercompany balance with 
such affiliates. MHC adjusts these balances when changes to the funded status of the respective plans are recognized and 
does not intend to settle the balances currently. Amounts receivable from affiliates attributable to the funded status of 
employee benefit plans totaled $20 million and $12 million as of December 31, 2008 and 2007, respectively, and similar 
amounts payable to affiliates totaled $5 million and $19 million, as of December 31, 2008 and 2007, respectively. See 
Note 12 for further information pertaining to pension and postretirement accounting. 
 
(17) Non-Operating Other Income and Expense 
 
Non-operating income - other income, as shown on the Consolidated Statements of Operations, includes the following for the 
years ended December 31 (in millions):  
 
 2008  2007  2006 
      

Marketable securities gains $ -  $ -  $ 32 
Gains on sales of assets and other investments  -   -   15 
Corporate-owned life insurance income  -   7   7 
Income from energy projects and venture capital investments  1   -   5 
Other  4   4   4 

Total $ 5  $ 11  $ 63 
 
Marketable securities gains includes gains of $28 million in 2006 from the sale of the common shares MHC held of an 
electronic energy and metals trading exchange. Additionally, 2006 includes $4 million for a gain recognized when MHC 
donated its remaining shares in that company to a charitable foundation. An offsetting other expense was also recognized for 
the donation. 
 
Gains on the sales of assets and other investments, net in 2006 includes an $8 million gain on the sale of MHC’s non-
controlling interest in a nonregulated gas-fired cogeneration plant and a $7 million gain on the sale of a commercial 
passenger aircraft.  
 
Income from energy projects and venture capital investments for 2006 is due to changes in a financing arrangement related to 
a nonstrategic investment in a hydroelectric generating plant. 
 
Non-operating income - other expense, as shown on the Consolidated Statements of Operations, consists primarily of costs 
not recoverable from MidAmerican Energy’s regulated utility customers. Additionally, in 2008, MidAmerican Energy 
recorded a $5 million loss related to its investment in auction rate securities. Refer to Note 6 for further discussion of 
MidAmerican Energy’s investment in auction rate securities.   
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Item 15(a)(2) Financial Statement Schedules 
 

SCHEDULE I 
Page 1 of 3 

 
MIDAMERICAN FUNDING, LLC 

PARENT COMPANY ONLY 
CONDENSED BALANCE SHEETS 

(In millions) 
 
 As of December 31, 
 2008  2007 

ASSETS 
Current Assets    

Receivables from affiliates $ 6  $ 13 
    
    
Investments in and Advances to Subsidiaries  4,060   3,777 
    
Total Assets $ 4,066  $ 3,790 
    

LIABILITIES AND MEMBER’S EQUITY 
Current Liabilities    

Interest accrued and other current liabilities $ 17  $ 16 
Current portion of long-term debt  175   - 

    
Payable to Affiliate  267   248 
Long-Term Debt  525   700 
Other  1   1 
    

Total liabilities  985   965 
    
Member’s Equity    

Paid-in capital  1,670   1,670 
Retained earnings  1,471   1,154 
Accumulated other comprehensive income (loss), net  (60)   1 

Total member’s equity  3,081   2,825 
    
Total Liabilities and Member’s Equity $ 4,066  $ 3,790 
    
 
The notes to MidAmerican Funding, LLC’s consolidated financial statements are an integral part of this financial statement 
schedule. 
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SCHEDULE I 
Page 2 of 3 

 
MIDAMERICAN FUNDING, LLC 

PARENT COMPANY ONLY 
CONDENSED STATEMENTS OF OPERATIONS 

(In millions) 
 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Equity in Undistributed Earnings of Subsidiaries $ 344  $ 328  $ 316 
Interest on Long-Term Debt  47   47   47 
Income Before Income Taxes  297   281   269 
Income Tax Benefit  (20)   (19)   (19) 
Net Income $ 317  $ 300  $ 288 
      
 
The notes to MidAmerican Funding, LLC’s consolidated financial statements are an integral part of this financial statement 
schedule. 
 
 

MIDAMERICAN FUNDING, LLC 
PARENT COMPANY ONLY 

CONDENSED STATEMENTS OF CASH FLOWS 
(In millions) 

 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Cash Flows From Operating Activities $ (27)  $ (26)  $ (29) 
      
Cash Flows From Investing Activities  -   -   - 
      
Cash Flows From Financing Activities  27   26   29 
      
Net Change in Cash and Cash Equivalents  -   -   - 
Cash and Cash Equivalents at Beginning of Year  -   -   - 
Cash and Cash Equivalents at End of Year $ -  $ -  $ - 
      
 
The notes to MidAmerican Funding, LLC’s consolidated financial statements are an integral part of this financial statement 
schedule. 
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SCHEDULE I 
Page 3 of 3 

 
MIDAMERICAN FUNDING, LLC 

PARENT COMPANY ONLY 
NOTES TO CONDENSED FINANCIAL STATEMENTS 

 
Incorporated by reference are MidAmerican Funding, LLC and Subsidiaries Consolidated Statements of Capitalization as of 
December 31, 2008 and 2007, and the related Consolidated Statements of Retained Earnings for the three years ended 
December 31, 2008, in Part II, Item 8. 
 
Basis of Presentation - The condensed financial information of MidAmerican Funding, LLC (“MidAmerican Funding”) 
investments in subsidiaries are presented under the equity method of accounting. Under this method, the assets and liabilities 
of subsidiaries are not consolidated. The investments in and advances to subsidiaries are recorded in the Condensed Balance 
Sheets. The income from operations of the subsidiaries is reported on a net basis as equity in undistributed earnings of 
subsidiary companies in the Condensed Statements of Operations. 
 
Payable to Affiliate - MHC, Inc. settles all obligations of MidAmerican Funding including primarily interest costs on 
MidAmerican Funding’s long-term debt. Net amounts paid by MHC on behalf of MidAmerican Funding totaled $27 million, 
$26 million and $29 million for 2008, 2007 and 2006, respectively. 
 
See the notes to the consolidated MidAmerican Funding financial statements in Part II, Item 8 for other disclosures. 
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SCHEDULE II 
 
 

MIDAMERICAN ENERGY COMPANY AND SUBSIDIARY 
CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS 

FOR THE THREE YEARS ENDED DECEMBER 31, 2008 
(In millions) 

 
 Column B Column C  Column E 
 Balance at Additions  Balance 

Column A Beginning Charged Column D at End 
Description of Year to Income Deductions of Year 

     
Reserves Deducted From Assets To Which They Apply:     
     
 Reserve for uncollectible accounts receivable:     
     
 Year ended 2008 $ 9 $ 12 $ (13) $ 8 
     
 Year ended 2007 $ 10 $ 10 $ (11) $ 9 
     
 Year ended 2006 $ 11 $ 9 $ (10) $ 10 
     
     
     
 Reserves Not Deducted From Assets (1):     
     
 Year ended 2008 $ 12 $ 2 $ (5) $ 9 
     
 Year ended 2007 $ 11 $ 4 $ (3) $ 12 
     
 Year ended 2006 $ 11 $ 3 $ (3) $ 11 
     
 
(1) Reserves not deducted from assets include estimated liabilities for losses retained by MidAmerican Energy for workers compensation, public 

liability and property damage claims. 
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SCHEDULE II 
 
 

MIDAMERICAN FUNDING, LLC AND SUBSIDIARIES 
CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS 

FOR THE THREE YEARS ENDED DECEMBER 31, 2008 
(In millions) 

 
 Column B Column C  Column E 
 Balance at Additions  Balance 

Column A Beginning Charged Column D at End 
Description of Year to Income Deductions of Year 

     
Reserves Deducted From Assets To Which They Apply:     
     

Reserve for uncollectible accounts receivable:     
     

Year ended 2008 $ 9 $ 12 $ (13) $ 8 
     
Year ended 2007 $ 10 $ 10 $ (11) $ 9 

     
Year ended 2006 $ 11 $ 9 $ (10) $ 10 

     
Reserves Not Deducted From Assets (1):     
     

Year ended 2008 $ 12 $ 2 $ (5) $ 9 
     
Year ended 2007 $ 12 $ 3 $ (3) $ 12 
     
Year ended 2006 $ 12 $ 3 $ (3) $ 12 

     
     
     
 
(1) Reserves not deducted from assets include primarily estimated liabilities for losses retained by MidAmerican Fudning for workers compensation, 

public liability and property damage claims. 
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SIGNATURES 
 

MIDAMERICAN ENERGY 
 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 
 
 MIDAMERICAN ENERGY COMPANY 
 Registrant 
  
Date:  February 27, 2009 /s/ William J. Fehrman 
 William J. Fehrman 
 President 
 (principal executive officer) 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicated: 
 

Signatures  Title  Date 
     

/s/ William J. Fehrman  President and Director  February 27, 2009 
 William J. Fehrman  (principal executive officer)   
     
     
/s/ Thomas B. Specketer  Vice President and Controller  February 27, 2009 
 Thomas B. Specketer  (principal financial and accounting officer)   
     
     
/s/ Brian K. Hankel  Vice President and Director  February 27, 2009 
 Brian K. Hankel     
     
     
/s/ Steven R. Weiss  Senior Vice President and Director  February 27, 2009 
 Steven R. Weiss     
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MIDAMERICAN FUNDING, LLC 

 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 
 
 MIDAMERICAN FUNDING, LLC 
 Registrant 
  
Date:  February 27, 2009 /s/ Gregory E. Abel 
 Gregory E. Abel 
 President 
 (principal executive officer) 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicated: 
 

Signatures  Title  Date 
     

     
/s/ Gregory E. Abel  President  February 27, 2009 
 Gregory E. Abel  (principal executive officer)   
     
     
/s/ Thomas B. Specketer  Vice President and Controller  February 27, 2009 
 Thomas B. Specketer  (principal financial and accounting officer)   
     
     
/s/ Patrick J. Goodman  Manager  February 27, 2009 
 Patrick J. Goodman     
     
     
/s/ Ronald W. Roskens  Manager  February 27, 2009 
 Ronald W. Roskens     
     
     
/s/ Douglas L. Anderson  Manager  February 27, 2009 
 Douglas L. Anderson     
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EXHIBIT INDEX 
 
Exhibits Filed Herewith 
 
MidAmerican Energy 
 
23 Consent of Deloitte & Touche LLP 
  
31.1 Principal Executive Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
  
31.2 Principal Financial Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
  
32.1 Principal Executive Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
  
32.2 Principal Financial Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
  
 
MidAmerican Funding 
 
31.3 Principal Executive Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
  
31.4 Principal Financial Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
  
32.3 Principal Executive Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
  
32.4 Principal Financial Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
 
Exhibits Incorporated by Reference 
 
MidAmerican Energy 
 
3.1 Restated Articles of Incorporation of MidAmerican Energy Company, as amended October 27, 1998. (Filed as 

Exhibit 3.3 to MidAmerican Energy’s Quarterly Report on Form 10-Q for the period ended September 30, 1998, 
Commission File No. 1-11505.) 

  
3.2 Restated Bylaws of MidAmerican Energy Company, as amended July 24, 1996. (Filed as Exhibit 3.1 to 

MidAmerican Energy’s Quarterly Report on Form 10-Q for the period ended June 30, 1996, Commission File 
No. 1-11505.) 

  
14 Code of Ethics for Chief Executive Officer, Chief Financial Officer and Chief Accounting Officer. (Filed as 

Exhibit 14.1 to MidAmerican Energy’s Annual Report on Form 10-K for the year ended December 31, 2003, 
Commission File No. 1-11505.) 

 
MidAmerican Funding 
 
3.1 Articles of Organization of MidAmerican Funding, LLC (Filed as Exhibit 3.1 to MidAmerican Funding’s 

Registration Statement on Form S-4, Registration No. 333-90553.) 
  
3.2 Operating Agreement of MidAmerican Funding, LLC (Filed as Exhibit 3.2 to MidAmerican Funding’s 

Registration Statement on Form S-4, Registration No. 333-90553.) 
  
4.1 Indenture, dated as of March 11, 1999, by and between MidAmerican Funding, LLC and IBJ Whitehall Bank & 

Trust Company, as Trustee (Filed as Exhibit 4.1 to MidAmerican Funding’s Registration Statement on Form S-4, 
Registration No. 333-90553.) 

  
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 132

4.2 First Supplemental Indenture, dated as of March 11, 1999, by and between MidAmerican Funding, LLC and IBJ 
Whitehall Bank & Trust Company, as Trustee (Filed as Exhibit 4.2 to MidAmerican Funding’s Registration 
Statement on Form S-4, Registration No. 333-90553.) 

  
4.3 Second Supplemental Indenture, dated as of March 1, 2001, by and between MidAmerican Funding, LLC and 

The Bank of New York, as Trustee (Filed as Exhibit 4.4 to MidAmerican Funding’s Registration Statement on 
Form S-3, Registration No. 333-56624.) 

  
4.4 Registration Rights Agreement, dated March 9, 1999, by and among MidAmerican Funding, LLC, Credit Suisse 

First Boston Corporation, Lehman Brothers, Inc., Goldman Sachs & Co. and Merrill Lynch & Co. (Filed as 
Exhibit 4.2 to MidAmerican Funding’s Registration Statement on Form S-4, Registration No. 333-90553.) 

  
14 Code of Ethics for Chief Executive Officer, Chief Financial Officer and Chief Accounting Officer. (Filed as 

Exhibit 14.2 to MidAmerican Funding’s Annual Report on Form 10-K for the year ended December 31, 2003, 
Commission File No. 333-90553.) 

  
 
MidAmerican Energy and MidAmerican Funding 
 
4.1 Indenture dated as of December 1, 1996, between MidAmerican Energy and The First National Bank of Chicago, 

as Trustee. (Filed as Exhibit 4(l) to MidAmerican Energy’s Registration Statement on Form S-3, Registration 
No. 333-15387.) 

  
4.2 First Supplemental Indenture, dated as of February 8, 2002, by and between MidAmerican Energy Company and 

The Bank of New York, as Trustee. (Filed as Exhibit 4.3 to MidAmerican Energy’s Annual Report on Form 10-
K for the year ended December 31, 2004, Commission File No. 333-15387.) 

 
4.3 Second Supplemental Indenture, dated as of January 14, 2003, by and between MidAmerican Energy Company 

and The Bank of New York, as Trustee. (Filed as Exhibit 4.2 to MidAmerican Energy’s Annual Report on 
Form 10-K for the year ended December 31, 2004, Commission File No. 333-15387.) 

  
4.4 Third Supplemental Indenture, dated as of October 1, 2004, by and between MidAmerican Energy Company and 

The Bank of New York, as Trustee. (Filed as Exhibit 4.1 to MidAmerican Energy’s Annual Report on Form 10-
K for the year ended December 31, 2004, Commission File No. 333-15387.) 

  
4.5 Fourth Supplemental Indenture, dated November 1, 2005, by and between MidAmerican Energy Company and 

the Bank of New York Trust Company, NA, as Trustee. (Filed as Exhibit 4.1 to MidAmerican Energy’s Annual 
Report on Form 10-K for the year ended December 31, 2005, Commission File No. 333-15387.) 

  
4.6 Indenture, dated as of October 1, 2006 - Senior Debt Securities between MidAmerican Energy Company and The 

Bank of New York Trust Company, N.A., as Trustee (Filed as Exhibit 4.1 to MidAmerican Energy’s Quarterly 
Report on Form 10-Q dated September 30, 2006, Commission File No. 333-15387.) 

  
4.7 First Supplemental Indenture, dated as of October 6, 2006 - 5.800% Notes due 2036 between MidAmerican 

Energy Company and The Bank of New York Trust Company, N.A., as Trustee (Filed as Exhibit 4.2 to 
MidAmerican Energy’s Quarterly Report on Form 10-Q dated September 30, 2006, Commission File No. 333-
15387.) 

  
4.8 Second Supplemental Indenture, dated as of June 29, 2007 - 5.65% Notes due 2012 and 5.95% Notes due 2017, 

between MidAmerican Energy Company and The Bank of New York Trust Company, N.A., as Trustee (Filed as 
Exhibit 4.1 to MidAmerican Energy’s Current Report on Form 8-K dated June 29, 2007, Commission File No. 1-
11505.) 

  
4.9 Third Supplemental Indenture, dated as of March 25, 2008 - 5.30% Notes due 2018, between MidAmerican 

Energy Company and The Bank of New York Trust Company, N.A., as Trustee (Filed as Exhibit 4.1 to 
MidAmerican Energy’s Current Report on Form 8-K dated March 25, 2008, Commission File No. 1-11505.) 
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10.1 Iowa Utilities Board Order Approving Settlement With Modifications, issued December 21, 2001, in regards to 
MidAmerican Energy Company (Filed as Exhibit 10.7 to MidAmerican Energy’s Annual Report on Form 10-K 
dated December 31, 2001, Commission File No. 1-11505.) 

  
10.2 Stipulation and Agreement in Regard to MidAmerican Energy Company Ratemaking Principles for Wind 

Energy Investment, approved by the Iowa Utilities Board on October 17, 2003 (Filed as Exhibit 10 to 
MidAmerican Funding’s and MidAmerican Energy’s joint Form 10-Q for the quarter ended September 30, 2003; 
Commission File Nos. 333-90553 and 1-11505, respectively.) 

  
10.3 Amended and Restated Credit Agreement among MidAmerican Energy Company, the lending institutions party 

hereto, as banks, JPMorgan Chase Bank, N.A., as Administrative Agent, Union Bank of California, N.A., as 
Syndication Agent, and The Royal Bank of Scotland plc, ABN Amro Bank N.V. and BNP Paribas, as Co-
Documentation Agents, dated as of July 6, 2006. (Filed as Exhibit 10.1 to MidAmerican Energy’s Quarterly 
Report on Form 10-Q dated June 30, 2006, Commission File No. 333-15387.) 

  
10.4 Stipulation and Agreement Dated December 20, 2004, in Regard to MidAmerican Energy Company Ratemaking 

Principles for the 2005 Wind Expansion Project, approved by the Iowa Utilities Board on January 31, 2005. 
(Filed as Exhibit 10.2 to MidAmerican Energy’s Quarterly Report on Form 10-Q dated June 30, 2006, 
Commission File No. 333-15387.) 

  
10.5 Stipulation and Agreement Dated December 14, 2005, in Regard to MidAmerican Energy Company Ratemaking 

Principles for the 2006-2007 Wind Expansion Project, approved by the Iowa Utilities Board on April 18, 2006. 
(Filed as Exhibit 10.3 to MidAmerican Energy’s Quarterly Report on Form 10-Q dated June 30, 2006, 
Commission File No. 333-15387.) 

  
10.6 Stipulation and Agreement Dated March 23, 2007, in Regard to MidAmerican Energy Company Ratemaking 

Principles for “Wind IV Iowa Projects”, approved by the Iowa Utilities Board on July 27, 2007. (Filed as Exhibit 
10.1 to MidAmerican Funding’s and MidAmerican Energy’s joint Quarterly Report on Form 10-Q dated 
June 30, 2007, Commission File Nos. 333-90553 and 333-15387, respectively.) 

  
Note: Pursuant to (b) (4) (iii) (A) of Item 601 of Regulation S-K, MidAmerican Energy has not filed as an exhibit to 

this Form 10-K certain instruments with respect to long-term debt not registered in which the total amount of 
securities authorized there under does not exceed 10% of total assets of MidAmerican Energy, but hereby agrees 
to furnish to the Commission on request any such instruments. 
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EXHIBIT 23 
 
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
We consent to the incorporation by reference in Registration Statement No. 333-153777 on Form S-3 of our report dated 
February 27, 2009, relating to the financial statements and the financial statement schedule of MidAmerican Energy 
Company, appearing in this Annual Report on Form 10-K of MidAmerican Energy Company for the year ended 
December 31, 2008. 
 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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EXHIBIT 31.1 
CERTIFICATION PURSUANT TO 

SECTION 302 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, William J. Fehrman, certify that: 
 
1. I have reviewed this annual report on Form 10-K of MidAmerican Energy Company; 
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and  have: 

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

   
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 

   
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and  

   
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

   
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

   
 b) Any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant’s internal control over financial reporting. 
 
Date:  February 27, 2009 /s/ William J. Fehrman  
 William J. Fehrman  
 President  
 (principal executive officer)  
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 

EXHIBIT 31.2 
CERTIFICATION PURSUANT TO 

SECTION 302 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Thomas B. Specketer, certify that: 
 
1. I have reviewed this annual report on Form 10-K of MidAmerican Energy Company; 
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and  have: 

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

   
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 

   
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and  

   
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

   
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

   
 b) Any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant’s internal control over financial reporting. 
 
Date:  February 27, 2009 /s/ Thomas B. Specketer  
 Thomas B. Specketer  
 Vice President and Controller  
 (principal financial officer)  
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EXHIBIT 31.3 
CERTIFICATION PURSUANT TO 

SECTION 302 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Gregory E. Abel, certify that: 
 
1. I have reviewed this annual report on Form 10-K of MidAmerican Funding, LLC; 
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and  have: 

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

   
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 

   
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and  

   
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

   
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

   
 b) Any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant’s internal control over financial reporting. 
 
Date:  February 27, 2009 /s/ Gregory E. Abel  
 Gregory E. Abel  
 President  
 (principal executive officer)  
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EXHIBIT 31.4 
CERTIFICATION PURSUANT TO 

SECTION 302 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Thomas B. Specketer, certify that: 
 
1. I have reviewed this annual report on Form 10-K of MidAmerican Funding, LLC; 
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and  have: 

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

   
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 

   
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and  

   
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

   
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

   
 b) Any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant’s internal control over financial reporting. 
 
Date:  February 27, 2009 /s/ Thomas B. Specketer  
 Thomas B. Specketer  
 Vice President and Controller  
 (principal financial officer)  
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EXHIBIT 32.1 

 
CERTIFICATION PURSUANT TO 

SECTION 906 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, William J. Fehrman, President of MidAmerican Energy Company (the “Company”), certify, pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result 

of operations of the Company. 
  
 
Dated:  February 27, 2009 /s/ William J. Fehrman  
 William J. Fehrman  
 President  
 (principal executive officer)  
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EXHIBIT 32.2 
 

CERTIFICATION PURSUANT TO 
SECTION 906 OF THE 

SARBANES-OXLEY ACT OF 2002 
 
I, Thomas B. Specketer, Vice President and Controller of MidAmerican Energy Company (the “Company”), certify, pursuant 
to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of 

operations of the Company. 
  
 
Dated:  February 27, 2009 /s/ Thomas B. Specketer  
 Thomas B. Specketer  
 Vice President and Controller  
 (principal financial officer)  
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Funding, LLC and MEC 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 1



 

 

 
EXHIBIT 32.3 

 
CERTIFICATION PURSUANT TO 

SECTION 906 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Gregory E. Abel, President of MidAmerican Funding, LLC (the “Company”), certify, pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of 

operations of the Company. 
  
 
Dated:  February 27, 2009 /s/ Gregory E. Abel  
 Gregory E. Abel  
 President  
 (principal executive officer)  
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EXHIBIT 32.4 

 
CERTIFICATION PURSUANT TO 

SECTION 906 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Thomas B. Specketer, Vice President and Controller of MidAmerican Funding, LLC (the “Company”), certify, pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result 

of operations of the Company. 
  
 
Dated:  February 27, 2009 /s/ Thomas B. Specketer  
 Thomas B. Specketer  
 Vice President and Controller  
 (principal financial officer)  
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 
 

FORM 10-K 
 

[X] Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
 

For the fiscal year ended December 31, 2008 
 

or 
 

[  ] Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
 

For the transition period from ______ to _______ 
 

Commission  Exact name of registrant as specified in its charter;  IRS Employer 
File Number  State or other jurisdiction of incorporation or organization  Identification No. 

     
001-14881  MIDAMERICAN ENERGY HOLDINGS COMPANY  94-2213782 

  (An Iowa Corporation)   
  666 Grand Avenue, Suite 500   
  Des Moines, Iowa 50309-2580   
  515-242-4300   
     
 

Securities registered pursuant to Section 12(b) of the Act:  None 
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.  
Yes  No  
 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  
Yes  No   
 
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 (or for such shorter period that the registrant was required 
to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes  No  
 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and 
will not be contained, to the best of the 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.  
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a 
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting 
company” in Rule 12b-2 of the Exchange Act. 
 

Large accelerated filer   Accelerated filer   Non-accelerated filer   Smaller reporting company   
 
Indicate by check mark whether the registrant is a shell company (as defined in rule 12b-2 of the Exchange Act).Yes  No  
 
All of the shares of common equity of MidAmerican Energy Holdings Company are privately held by a limited group of 
investors. As of January 31, 2009, 74,859,001 shares of common stock were outstanding. 
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Forward-Looking Statements 
 
This report contains statements that do not directly or exclusively relate to historical facts. These statements are “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements 
can typically be identified by the use of forward-looking words, such as “may,” “could,” “project,” “believe,” “anticipate,” 
“expect,” “estimate,” “continue,” “intend,” “potential,” “plan,” “forecast” and similar terms. These statements are based upon 
the Company’s current intentions, assumptions, expectations and beliefs and are subject to risks, uncertainties and other 
important factors. Many of these factors are outside the Company’s control and could cause actual results to differ materially 
from those expressed or implied by the Company’s forward-looking statements. These factors include, among others: 
 

• general economic, political and business conditions in the jurisdictions in which the Company’s facilities 
operate; 

• changes in governmental, legislative or regulatory requirements affecting the Company or the electric or gas 
utility, pipeline or power generation industries; 

• changes in, and compliance with, environmental laws, regulations, decisions and policies that could increase 
operating and capital improvement costs, reduce plant output or delay plant construction; 

• the outcome of general rate cases and other proceedings conducted by regulatory commissions or other 
governmental and legal bodies; 

• changes in economic, industry or weather conditions, as well as demographic trends, that could affect customer 
growth and usage or supply of electricity and gas or the Company’s ability to obtain long-term contracts with 
customers; 

• a high degree of variance between actual and forecasted load and prices that could impact the hedging strategy 
and costs to balance electricity and load supply; 

• changes in prices and availability for both purchases and sales of wholesale electricity, coal, natural gas, other 
fuel sources and fuel transportation that could have a significant impact on generation capacity and energy 
costs; 

• the financial condition and creditworthiness of the Company’s significant customers and suppliers; 

• changes in business strategy or development plans; 

• availability, terms and deployment of capital, including severe reductions in demand for investment-grade 
commercial paper, debt securities and other sources of debt financing and volatility in the London Interbank 
Offered Rate, the base interest rate for MEHC’s and its subsidiaries’ credit facilities; 

• changes in MEHC’s and its subsidiaries’ credit ratings; 

• performance of the Company’s generating facilities, including unscheduled outages or repairs; 

• risks relating to nuclear generation; 

• the impact of derivative instruments used to mitigate or manage volume, price and interest rate risk, including 
increased collateral requirements, and changes in the commodity prices, interest rates and other conditions that 
affect the value of the derivatives; 

• the impact of increases in healthcare costs and changes in interest rates, mortality, morbidity, investment 
performance and legislation on pension and other postretirement benefits expense and funding requirements; 

• changes in the residential real estate brokerage and mortgage industries that could affect brokerage transaction 
levels; 

• unanticipated construction delays, changes in costs, receipt of required permits and authorizations, ability to 
fund capital projects and other factors that could affect future generating facilities and infrastructure additions; 

• the impact of new accounting pronouncements or changes in current accounting estimates and assumptions on 
financial results; 

• the Company’s ability to successfully integrate future acquired operations into its business; 
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• other risks or unforeseen events, including litigation and wars, the effects of terrorism, embargoes and other 
catastrophic events; and 

• other business or investment considerations that may be disclosed from time to time in MEHC’s filings with the 
United States (“U.S.”) Securities and Exchange Commission (the “SEC”) or in other publicly disseminated 
written documents. 

Further details of the potential risks and uncertainties affecting the Company are described in MEHC’s filings with the SEC, 
including Item 1A and other discussions contained in this Form 10-K. The Company undertakes no obligation to publicly 
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise. The 
foregoing review of factors should not be construed as exclusive. 
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PART I 
 
Item 1. Business 
 
General 
 
MidAmerican Energy Holdings Company (“MEHC”) is a holding company which owns subsidiaries that are principally 
engaged in energy businesses (collectively with its subsidiaries, the “Company”). MEHC is a consolidated subsidiary of 
Berkshire Hathaway Inc. (“Berkshire Hathaway”). The balance of MEHC’s common stock is owned by a private investor 
group comprised of Mr. Walter Scott, Jr. (along with family members and related entities), who is a member of MEHC’s 
Board of Directors, Mr. David L. Sokol, MEHC’s Chairman, and Mr. Gregory E. Abel, MEHC’s President and Chief 
Executive Officer. As of January 31, 2009, Berkshire Hathaway, Mr. Scott (along with family members and related entities), 
Mr. Sokol and Mr. Abel owned 88.2%, 11.0%, -% and 0.8%, respectively, of MEHC’s voting common stock and held diluted 
ownership interests of 87.4%, 10.9%, 0.7% and 1.0%, respectively.  
 
On March 1, 2006, MEHC and Berkshire Hathaway entered into an Equity Commitment Agreement (the “Berkshire Equity 
Commitment”) pursuant to which Berkshire Hathaway has agreed to purchase up to $3.5 billion of MEHC’s common equity 
upon any requests authorized from time to time by MEHC’s Board of Directors. The proceeds of any such equity 
contribution shall only be used for the purpose of (i) paying when due MEHC’s debt obligations and (ii) funding the general 
corporate purposes and capital requirements of MEHC’s regulated subsidiaries. Berkshire Hathaway will have up to 180 days 
to fund any such request in increments of at least $250 million pursuant to one or more drawings authorized by MEHC’s 
Board of Directors. The funding of each drawing will be made by means of a cash equity contribution to us in exchange for 
additional shares of MEHC’s common stock. The Berkshire Equity Commitment expires on February 28, 2011. 
 
The Company’s operations are organized and managed as eight distinct platforms: PacifiCorp, MidAmerican Funding, LLC 
(“MidAmerican Funding”) (which primarily includes MidAmerican Energy Company (“MidAmerican Energy”)), Northern 
Natural Gas Company (“Northern Natural Gas”), Kern River Gas Transmission Company (“Kern River”), CE Electric UK 
Funding Company (“CE Electric UK”) (which primarily includes Northern Electric Distribution Limited (“Northern 
Electric”) and Yorkshire Electricity Distribution plc (“Yorkshire Electricity”)), CalEnergy Generation-Foreign (which owns a 
majority interest in the Casecnan project in the Philippines), CalEnergy Generation-Domestic (which owns interests in 
independent power projects in the United States), and HomeServices of America, Inc. (collectively with its subsidiaries, 
“HomeServices”). Refer to Note 23 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional 
segment information regarding MEHC’s platforms. Through these platforms, MEHC owns and operates an electric utility 
company in the Western United States, a combined electric and natural gas utility company in the Midwestern United States, 
two interstate natural gas pipeline companies in the United States, two electricity distribution companies in Great Britain, a 
diversified portfolio of independent power projects and the second-largest residential real estate brokerage firm in the United 
States.  
 
MEHC’s energy subsidiaries generate, transmit, store, distribute and supply energy. Approximately 95% of the Company’s 
operating income in 2008 was generated from rate-regulated businesses. As of December 31, 2008, MEHC’s electric and 
natural gas utility subsidiaries served 6.2 million electricity customers and end users and 0.7 million natural gas customers. 
MEHC’s natural gas pipeline subsidiaries operate interstate natural gas transmission systems that transported approximately 
9% of the total natural gas consumed in the United States in 2008. These pipeline subsidiaries have approximately 17,000 
miles of pipeline in operation and a design capacity of 7.0 billion cubic feet (“bcf”) of natural gas per day. As of 
December 31, 2008, the Company had interests in approximately 18,000 net owned megawatts (“MW”) of power generation 
facilities in operation and under construction, including approximately 17,000 net owned MW in facilities that are part of the 
regulated asset base of its electric utility businesses and approximately 1,000 net owned MW in non-utility power generation 
facilities. The majority of the Company’s non-utility power generation facilities have long-term contracts for the sale of 
energy or capacity from the facilities. 
 
MEHC’s principal executive offices are located at 666 Grand Avenue, Suite 500, Des Moines, Iowa 50309-2580 and its 
telephone number is (515) 242-4300. MEHC was initially incorporated in 1971 under the laws of the state of Delaware and 
reincorporated in 1999 in Iowa, which resulted in a change of its name from CalEnergy Company, Inc. to MidAmerican 
Energy Holdings Company. 
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PacifiCorp 
 
On March 21, 2006, a wholly owned subsidiary of MEHC acquired 100% of the common stock of PacifiCorp, a public utility 
company, from a wholly owned subsidiary of Scottish Power plc (“ScottishPower”) for a cash purchase price of 
$5.12 billion, including direct transaction costs. The results of PacifiCorp’s operations are included in the Company’s results 
beginning March 21, 2006. In connection with the 2006 acquisition of PacifiCorp, PacifiCorp and MEHC agreed to certain 
regulatory commitments as discussed in Note 18 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
General 
 
PacifiCorp is a United States regulated electric company serving 1.7 million retail 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 urban, manufacturing and government service centers. No single segment of the economy 
dominates the service territory, which helps mitigate PacifiCorp’s exposure to economic fluctuations. 
 
In the eastern portion of the service territory, mainly consisting of Utah, Wyoming and southeast Idaho, the principal 
industries are manufacturing, health services, recreation, agriculture and mining or extraction of natural resources. In the 
western portion of the service territory, mainly consisting of Oregon, southeastern Washington and northern California, the 
principal industries are agriculture and manufacturing, with forest products, food processing, technology and primary metals 
being the largest industrial sectors. In addition to retail sales, PacifiCorp sells electric energy to other utilities, municipalities 
and marketers. These sales are referred to as wholesale sales. 
 
PacifiCorp’s regulated electric operations are conducted under franchise agreements, certificates, permits and licenses 
obtained from federal, state and local authorities. The average term of these franchise agreements is approximately 30 years, 
although their terms range from five years to indefinite. PacifiCorp generally has an exclusive right to serve electric 
customers within its service territories and, in turn, has an obligation to provide electric service to those customers. In return 
the state utility commissions have established rates on a cost-of-service basis, which are designed to allow PacifiCorp an 
opportunity to recover its costs of providing services and to earn a reasonable return on its investment. 
 
On May 10, 2006, the PacifiCorp Board of Directors elected to change PacifiCorp’s fiscal year-end from March 31 to 
December 31. Therefore, in the following pages, the nine-month period ended December 31, 2006 information covers the 
transition period beginning April 1, 2006 and ending December 31, 2006. 
 
Regulated Electric Operations 
 
Customers 
 
The percentages of electricity sold to retail and wholesale customers, by class of customer, total gigawatt hours (“GWh”) sold 
and the average number of retail customers were as follows: 
 
     Nine-Month  
 Year Ended  Year Ended  Period Ended 
 December 31,  December 31,  December 31, 
 2008  2007  2006 
      
Residential  24%   24%   22% 
Commercial  24   24   24 
Industrial  32   31   32 
Other  1   1   1 

Total retail  81   80   79 
Wholesale  19   20   21 

Total retail and wholesale  100%   100%   100% 
      
Total GWh sold   66,707   67,114   49,313 
Total average retail customers (in millions)  1.7   1.7   1.7 
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PacifiCorp has historically experienced growth in loads; however, beginning in the fourth quarter of 2008, certain customer 
usage levels began to decline due to the effects of current economic conditions in the United States and around the world. 
The declining usage trend may continue in 2009. 
 
The percentages of electricity sold to retail customers by jurisdiction were as follows: 
 
     Nine-Month  
 Year Ended  Year Ended  Period Ended 
 December 31,  December 31,  December 31, 
 2008  2007  2006 
      
Utah  42%   42%   41% 
Oregon  26   26   26 
Wyoming  17   16   16 
Washington  7   8   8 
Idaho  6   6   7 
California  2   2   2 
  100%   100%   100% 
 
Peak customer demand is typically highest in the summer across PacifiCorp’s service territory when air-conditioning and 
irrigation systems are heavily used. The service territory also has a winter peak, which is typically lower than the summer 
peak and is primarily due to heating requirements. 
 
Customer growth, weather conditions and increased installation and use of central air conditioning systems have contributed 
to increased summer peak load growth over the past few years. During the year ended December 31, 2008, PacifiCorp’s peak 
load was 9,501 MW in the summer and 9,176 MW in the winter. Peak load represents the highest load on a given day and at 
a given hour. 
 
Power and Fuel Supply 
 
The following table shows the percentage of PacifiCorp’s total energy supplied by energy source: 
 
     Nine-Month  
 Year Ended  Year Ended  Period Ended 
 December 31,  December 31,  December 31, 
 2008  2007  2006 
      
Coal  65%   64%   62% 
Natural gas  12   11   7 
Hydroelectric  5   5   6 
Other  2   1   1 

Total energy generated  84   81   76 
Energy purchased-long-term contracts  5   5   7 
Energy purchased-short-term contracts and other  11   14   17 
  100%   100%   100% 
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The percentage of PacifiCorp’s energy requirements generated by energy source varies from year to year and is subject to 
numerous operational and economic factors such as planned and unplanned outages, fuel availability, price and transportation 
costs, weather-related impacts, environmental considerations and the market price of electricity. When factors for one source 
of generation are unfavorable, PacifiCorp may place more reliance on the other sources of generation. For example, the 
amount of electricity PacifiCorp is able to generate from its hydroelectric facilities depends on a number of factors, including 
snow-pack in the mountains upstream of its hydroelectric facilities, reservoir storage, precipitation in its watersheds, 
generating unit availability and restrictions imposed by oversight bodies due to competing water management objectives. 
When these factors are favorable, PacifiCorp can generate more electricity using its low cost hydroelectric facilities. When 
these factors are unfavorable, PacifiCorp must increase its reliance on more expensive coal and natural gas-fired facilities and 
purchased electricity. PacifiCorp manages certain risks relating to its natural gas supply requirements and its wholesale 
transactions by entering into various financial derivative instruments, including forward purchases and sales, swaps and 
options. Refer to Item 7A included in this Form 10-K for a discussion of commodity price risk and derivative instruments. 
 
Recoverable coal reserves as of December 31, 2008, based on PacifiCorp’s most recent engineering studies, were as follows 
(in millions): 
 

Location  Plant Served  Mining Method  Recoverable Tons  
       
Craig, CO  Craig  Surface   47 (1) 

Huntington & Castle Dale, UT  Huntington and Hunter  Underground   35 (2) 

Rock Springs, WY  Jim Bridger  Surface   84 (3) 

Rock Springs, WY  Jim Bridger  Underground   53 (3) 

       219  

 
(1) These coal reserves are leased and mined by Trapper Mining, Inc., a Delaware non-stock corporation operated on a cooperative basis, in which 

PacifiCorp has an ownership interest of 21%. 
  
(2) These coal reserves are leased by PacifiCorp and mined by a wholly owned subsidiary of PacifiCorp.  
  
(3) These coal reserves are leased and mined by Bridger Coal Company, a joint venture between Pacific Minerals, Inc. (“PMI”) and a subsidiary of 

Idaho Power Company. PMI, a wholly owned subsidiary of PacifiCorp, has a two-thirds interest in the joint venture. The amounts included 
above represents only PacifiCorp’s two-thirds interest in the coal reserves. 

 
Mines owned or leased by PacifiCorp supplied 31% of PacifiCorp’s total coal requirements during each of the years ended 
December 31, 2008 and 2007 and the nine-month period ended December 31, 2006. The remaining coal requirements are 
acquired through long- and short-term third party contracts. PacifiCorp’s mines are located adjacent to many of its coal-fired 
generating facilities, which significantly reduces overall transportation costs included in fuel expense.  
 
Coal reserve estimates are subject to adjustment as a result of the development of additional engineering and geological data, 
new mining technology and changes in regulation and economic factors affecting the utilization of such reserves. PacifiCorp 
believes that the coal reserves available to the Craig, Huntington, Hunter and Jim Bridger coal-fired generating facilities, 
together with coal available under both long- and short-term contracts with external suppliers to supply its remaining 
generating facilities, will be substantially sufficient to provide these facilities with fuel for their currently expected useful 
lives. To meet applicable standards, PacifiCorp blends coal mined from its owned mines with contracted coal and utilizes 
electricity plant technologies for controlling sulfur dioxide and other emissions. 
 
Recoverability by surface mining methods typically ranges from 90% to 95%. Recoverability by underground mining 
techniques ranges from 50% to 70%. Most of PacifiCorp’s coal reserves are held pursuant to leases from the federal 
government through the Bureau of Land Management and from certain states and private parties. The leases generally have 
multi-year terms that may be renewed or extended only with the consent of the lessor and require payment of rents and 
royalties.  
 
PacifiCorp uses natural gas as fuel for its combined- and simple-cycle natural gas-fired generating facilities. Oil and natural 
gas are also used for igniter fuel and to fuel generation for transmission support and standby purposes. These sources are 
presently in adequate supply and available to meet PacifiCorp’s needs. 
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PacifiCorp operates the majority of its hydroelectric generating portfolio under long-term licenses from the Federal Energy 
Regulatory Commission (“FERC”) with terms of 30 to 50 years. For a further discussion of PacifiCorp’s hydroelectric 
relicensing and decommissioning activities, including updated information regarding the Klamath River System, refer to 
Note 18 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
PacifiCorp is pursuing renewable resources as a viable, economical and environmentally prudent means of generating 
electricity, achieving emission reduction targets and for compliance with renewable portfolio standards. The benefits of 
energy from renewable resources include low to no emissions and typically little or no fossil fuel requirements. The 
intermittent nature of some renewable resources, such as wind, is complemented by PacifiCorp’s other generating resources, 
wholesale transactions and wind-powered generating resource curtailment capabilities, which are important to integrating 
intermittent wind resources into the electric system. PacifiCorp has qualifying wind-powered facilities that are eligible for 
federal renewable electricity production tax credits (“PTCs”) for ten years from the date that the facilities were placed in-
service. In February 2009, legislation was passed extending the date by which such facilities must be placed in service to be 
eligible for PTCs to December 31, 2012. 
 
In addition to its portfolio of generating facilities, PacifiCorp purchases electricity in the wholesale markets to meet its retail 
load and long-term wholesale sales obligations for system balancing requirements and to enhance the efficient use of its 
generating capacity over the long-term. Generation can vary with the levels of outages, hydroelectric and wind-powered 
generating conditions, operational factors and transmission constraints. Retail load can vary with the weather, distribution 
system outages, consumer trends and the level of economic activity. In addition, PacifiCorp purchases electricity in the 
wholesale markets when it is more economical than generating it at its own facilities. PacifiCorp may also sell into the 
wholesale market excess electricity arising from imbalances between generation and retail load obligations, subject to pricing 
and transmission constraints. Many of PacifiCorp’s purchased electricity contracts have fixed-price components, which 
provide some protection against price volatility. 
 
Historically, PacifiCorp has been able to purchase electricity from utilities in the Western United States for its own 
requirements. Delivery of these purchases is conducted through PacifiCorp and third-party transmission systems, which 
connect with market hubs in the Pacific Northwest to provide access to normally low-cost hydroelectric and wind-powered 
generation, and in the Southwestern United States to provide access to normally higher-cost fossil-fuel generation. The 
transmission system is available for common use consistent with open-access regulatory requirements.  
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The following table presents certain information concerning PacifiCorp’s owned power generating facilities as of 
December 31, 2008:  
 
    Facility  
    Net Capacity Net MW 
 Location Energy Source Installed (MW) (1) Owned (1) 
COAL:      

Jim Bridger Rock Springs, WY Coal 1974-1979  2,120  1,414 
Hunter Nos. 1, 2 and 3 Castle Dale, UT Coal 1978-1983  1,320  1,122 
Huntington Huntington, UT Coal 1974-1977  895  895 
Dave Johnston Glenrock, WY Coal 1959-1972  762  762 
Naughton Kemmerer, WY Coal 1963-1971  700  700 
Cholla No. 4 Joseph City, AZ Coal 1981  380  380 
Wyodak Gillette, WY Coal 1978  335  268 
Carbon Castle Gate, UT Coal 1954-1957  172  172 
Craig Nos. 1 and 2 Craig, CO Coal 1979-1980  856  165 
Colstrip Nos. 3 and 4 Colstrip, MT Coal 1984-1986  1,480  148 
Hayden Nos. 1 and 2 Hayden, CO Coal 1965-1976  446  78 

     9,466  6,104 
NATURAL GAS:       

Lake Side Vineyard, UT Natural gas/Steam 2007  548  548 
Currant Creek Mona, UT Natural gas/Steam 2005-2006  540  540 
Chehalis Chehalis, WA Natural gas/Steam 2003  520  520 
Hermiston Hermiston, OR Natural gas/Steam 1996  474  237 
Gadsby Steam Salt Lake City, UT Natural gas 1951-1952  235  235 
Gadsby Peakers Salt Lake City, UT Natural gas 2002  120  120 
Little Mountain Ogden, UT Natural gas 1972  14  14 

     2,451  2,214 
HYDROELECTRIC:      

Lewis River System WA Hydroelectric 1931-1958  578  578 
North Umpqua River System OR Hydroelectric 1950-1956  200  200 
Klamath River System CA, OR Hydroelectric 1903-1962  170  170 
Bear River System ID, UT Hydroelectric 1908-1984  105  105 
Rogue River System OR Hydroelectric 1912-1957  52  52 
Minor hydroelectric facilities Various Hydroelectric 1895-1986  53  53 

     1,158  1,158 
WIND:      

Marengo Dayton, WA Wind 2007  140  140 
Leaning Juniper I Arlington, OR Wind 2006  101  101 
Glenrock Glenrock, WY Wind 2008  99  99 
Seven Mile Hill I Medicine Bow, WY Wind 2008  99  99 
Goodnoe Hills Goldendale, WA Wind 2008  94  94 
Marengo II Dayton, WA Wind 2008  70  70 
Foote Creek Arlington, WY Wind 1997  41  33 
Seven Mile Hill II Medicine Bow, WY Wind 2008  20  20 

     664  656 
OTHER:       

Blundell Milford, UT Geothermal 1984, 2007  34  34 
Camas Co-Gen Camas, WA  Black liquor 1996  22  22 

     56  56 
     
Total Available Generating Capacity     13,795  10,188 
     
PROJECTS UNDER CONSTRUCTION/DEVELOPMENT(2):     

High Plains McFadden, WY Wind 2009  99  99 
Rolling Hills Glenrock, WY Wind 2009  99  99 
Glenrock III Glenrock, WY Wind 2009  39  39 

     14,032  10,425 
 
(1) Facility Net Capacity (MW) represents (except for wind-powered generation facilities, which are nameplate ratings) the total capability of a 

generating unit as demonstrated by actual operating or test experience, less power generated and used for auxiliaries and other station uses, 
and is determined using average annual temperatures. Net MW Owned indicates current legal ownership.  

 
(2) Facility Net Capacity (MW) and Net MW Owned for projects under construction/development each represent the estimated nameplate 

ratings (MW). A generator’s nameplate rating is its full-load capacity under normal operating conditions as defined by the manufacturer. In 
January 2009, the 99-MW Rolling Hills and 39-MW Glenrock III wind-powered generating plants were placed in service.  
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Future Generation 
 
PacifiCorp prepares and files with the state regulatory commissions a biennial Integrated Resource Plan (“IRP”), a long-term 
view of expected future resource needs, the associated risk-adjusted optimal resource mix and a description of the prudent 
future actions to help ensure that PacifiCorp continues to provide reliable and cost-effective electric service to its customers. 
In the 2007 IRP, PacifiCorp identified a need for approximately 3,171 MW of additional resources by summer 2016 to satisfy 
the difference between projected retail load obligations and owned or contracted resources. PacifiCorp plans to meet this 
need through demand-side management programs, the construction or purchase of additional renewable energy, combined 
heat and power, and thermal generation capacity, and wholesale electricity transactions. In 2008, PacifiCorp submitted to the 
state regulatory commissions a 2007 IRP update report reflecting an adjusted need of 3,202 MW of additional resources by 
2016 with heavier reliance on energy efficiency measures. This need was reduced by 509 MW due to the September 2008 
acquisition of the Chehalis plant. PacifiCorp’s 2008 IRP is scheduled to be filed in Spring 2009, which will take into account 
recent declines in load and growth expectations. 
 
In addition to new generation resources, substantial transmission investments will be required to deliver energy to 
PacifiCorp’s growing customer base and to enhance system reliability. Refer to “Transmission and Distribution” below. 
 
Demand-side Management 
 
PacifiCorp has provided a comprehensive set of demand-side management programs to its customers since the 1970s. The 
programs are designed to reduce energy consumption and more effectively manage when energy is used, including 
management of seasonal peak loads. Current programs offer services to customers such as energy engineering audits and 
information on how to improve the efficiency of their homes and businesses. To assist customers in investing in energy 
efficiency, PacifiCorp offers rebates or incentives encouraging the purchase and installation of high-efficiency equipment 
such as lighting, heating and cooling equipment, weatherization, motors, process equipment and systems, as well as 
incentives for efficient construction. Incentives are also paid to solicit participation in load management programs by 
residential, business and agricultural customers through programs such as PacifiCorp’s residential and small commercial air 
conditioner load control program and irrigation equipment load control programs. Subject to random prudence reviews, state 
regulations allow for contemporaneous recovery of costs incurred for retail customer demand-side management programs and 
services through state-specific energy efficiency service charges paid by all retail electric customers. In addition to these 
retail customer demand-side management programs, PacifiCorp has load curtailment contracts with a number of large 
industrial customers that deliver up to 342 MW of load reduction when needed. Recovery for the costs associated with the 
large industrial load management program is determined through PacifiCorp’s general rate case process. In 2008, $77 million 
was expended on the demand-side management programs in PacifiCorp’s six-state service area, resulting in an estimated 
395,000 megawatt hours (“MWh”) of first-year energy savings and 338 MW of peak load management. Total demand-side 
load available for control in 2008, including both load management from the large industrial curtailment contracts and retail 
customer demand-side management programs, was approximately 680 MW. 
 
Transmission and Distribution 
 
PacifiCorp operates two balancing authority areas in its service territory, a geographic area with electric systems that control 
generation to maintain schedules with other balancing authority areas and ensure reliable operations. In operating the 
balancing authority areas, PacifiCorp is responsible for continuously balancing electric supply and demand by dispatching 
generating resources and interchange transactions so that generation internal to the balancing authority area, plus net 
imported power, matches customer loads. PacifiCorp also schedules deliveries of energy over its transmission system in 
accordance with FERC requirements. 
 
PacifiCorp’s transmission system is part of the Western Interconnection, the regional grid principally located along and west 
of the Rocky Mountains that includes the interconnected transmission systems of 14 western states, two Canadian provinces 
and parts of Mexico that make up the Western Electric Coordinating Council (“WECC”). PacifiCorp’s transmission system, 
together with contractual rights on other transmission systems, enables PacifiCorp to integrate and access generation 
resources to meet its customer load requirements. The electric transmission system of PacifiCorp included approximately 
16,000 miles of transmission lines and approximately 900 substations as of December 31, 2008. 
 
PacifiCorp has an investment plan, the Energy Gateway Transmission Expansion Project, to build approximately 2,000 miles 
of new high-voltage transmission lines primarily in Wyoming, Utah, Idaho, Oregon and the desert Southwest. The plan, with 
an estimated cost exceeding $6.1 billion, includes projects that will address customer load growth, improve system reliability 
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and deliver energy from new wind-powered and other renewable generating resources throughout PacifiCorp’s six-state 
service area and the Western United States. Certain transmission segments associated with this plan are expected to be placed 
in service beginning 2010, with other segments placed in service through 2018, depending on siting, permitting and 
construction schedules.  
 
MidAmerican Energy 
 
General 
 
MidAmerican Energy, an indirect wholly owned subsidiary of MEHC, is a public utility company headquartered in Iowa, 
which serves 0.7 million regulated retail electric customers in portions of Iowa, Illinois and South Dakota and 0.7 million 
regulated retail and transportation natural gas customers in portions of Iowa, Illinois, Nebraska and South Dakota. 
MidAmerican Energy is principally engaged in the business of generating, transmitting, distributing and selling electricity 
and in distributing, selling and transporting natural gas. MidAmerican Energy has a diverse customer base consisting of 
residential, agricultural and a variety of commercial and industrial customer groups. Some of the larger industrial groups 
served by MidAmerican Energy include the processing and sales of food products; the manufacturing, processing and 
fabrication of primary metals; farm and other non-electrical machinery; real estate; and cement and gypsum products. In 
addition to retail sales and natural gas transportation, MidAmerican Energy sells electric energy to markets operated by 
regional transmission organizations (“RTOs”) and electric energy and natural gas to other utilities, municipalities and 
marketers. These sales are referred to as wholesale sales. 
 
MidAmerican Energy’s regulated electric and gas operations are conducted under numerous franchise agreements, 
certificates, permits and licenses obtained from federal, state and local authorities. The franchise agreements, with various 
expiration dates, are typically for 25-year terms. MidAmerican Energy generally has an exclusive right to serve electric 
customers within its service territories and, in turn, has an obligation to provide electric service to those customers. In return 
the state utility commissions have established rates on a cost-of-service basis, which are designed to allow MidAmerican 
Energy an opportunity to recover its costs of providing services and to earn a reasonable return on its investment. 
 
MidAmerican Energy also conducts a number of nonregulated business activities outside the traditional regulated electric and 
natural gas services, including nonregulated electric and natural gas sales and gas income-sharing arrangements. 
MidAmerican Energy’s nonregulated retail electric marketing services provide electric supply services to retail customers 
predominantly in Illinois. During 2007, MidAmerican Energy’s nonregulated retail electric marketing services expanded 
significantly in Illinois as a result of that market becoming fully open to competition. Effective January 1, 2007, the major 
electric distribution companies in Illinois began increasing their purchases of energy on the open market as their existing 
contracts expired. MidAmerican Energy’s nonregulated gas marketing services operate in Iowa, Illinois, Michigan, South 
Dakota and Nebraska. MidAmerican Energy purchases gas from producers and third party marketers and sells it directly to 
commercial and industrial end-users, as well as wholesalers. In addition, MidAmerican Energy manages gas supplies for a 
number of smaller commercial end-users, which includes the sale of gas to these customers to meet their supply 
requirements. 
 
MidAmerican Energy’s operating revenues were derived from the following business activities during the years ended 
December 31: 
 
 2008  2007  2006 
      
Regulated electric  43%   45%   52% 
Regulated gas  29   28   32 
Nonregulated  28   27   16 
  100%   100%   100% 
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Regulated Electric Operations 
 
Customers 
 
The percentages of electricity sold to retail and wholesale customers, by class of customer, total GWh sold and the average 
number of retail customers as of and for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Residential  17%   18%   18% 
Commercial  12   12   13 
Industrial  25   27   28 
Other  4   5   5 

Total retail  58   62   64 
Wholesale  42   38   36 

Total retail and wholesale  100%   100%   100% 
      
Total GWh sold   36,061   33,614   30,999 
Total average retail customers (in millions)  0.7   0.7   0.7 
 
The percentages of electricity sold to retail customers by jurisdiction for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Iowa  90%   90%   90% 
Illinois  9   9   9 
South Dakota  1   1   1 
  100%   100%   100% 
 
There are seasonal variations in MidAmerican Energy’s electric business that are principally related to the use of electricity 
for air conditioning. Typically, 35-40% of MidAmerican Energy’s regulated electric revenues are reported in the months of 
June, July, August and September. 
 
The annual hourly peak demand on MidAmerican Energy’s electric system usually occurs as a result of air conditioning use 
during the cooling season. On August 13, 2007, retail customer usage of electricity caused a record hourly peak demand of 
4,240 MW on MidAmerican Energy’s electric system. For 2008, MidAmerican Energy recorded an hourly peak demand of 
4,210 MW on July 31. 
 
Power and Fuel Supply 
 
The following table shows the percentage of MidAmerican Energy’s total energy supplied by energy source for the years 
ended December 31: 
 
 2008  2007  2006 
      
Coal  59%   56%   55% 
Nuclear  10   10   11 
Natural gas  3   3   3 
Other  6   5   3 

Total energy generated  78   74   72 
Energy purchased-long-term contracts  8   7   7 
Energy purchased-short-term contracts and spot market  14   19   21 
  100%   100%   100% 
 
The percentage of MidAmerican Energy’s energy requirements generated by its facilities will vary from year to year and is 
determined by factors such as planned and unplanned outages, the availability and price of fuels, weather, environmental 
considerations and the market price of electricity. 
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MidAmerican Energy is exposed to fluctuations in energy costs relating to retail sales in Iowa and Illinois as it does not have 
an energy adjustment mechanism in those jurisdictions. In Illinois, base rates were adjusted to include recoveries at average 
2004/2005 energy cost levels beginning January 1, 2007, and rate case approval is required for any base rate changes. 
MidAmerican Energy may not petition for reinstatement of the Illinois fuel adjustment clause until November 2011. 
 
All of the coal-fired generating stations operated by MidAmerican Energy are fueled by low-sulfur, western coal from the 
Powder River Basin in northeast Wyoming and southeast Montana. MidAmerican Energy’s coal supply portfolio includes 
multiple suppliers and mines under short-term and multi-year agreements of varying terms and quantities. MidAmerican 
Energy’s coal supply portfolio has a substantial majority of its expected 2009 requirements under fixed-price contracts. 
MidAmerican Energy regularly monitors the western coal market for opportunities to enhance its coal supply portfolio. 
 
MidAmerican Energy has a long-term coal transportation agreement with Union Pacific Railroad Company (“Union 
Pacific”). Under this agreement, Union Pacific delivers coal directly to MidAmerican Energy’s George Neal and Walter 
Scott, Jr. Energy Centers and to an interchange point with the Iowa, Chicago & Eastern Railroad Corporation for short-haul 
delivery to the Louisa and Riverside Energy Centers. MidAmerican Energy has the ability to use BNSF Railway Company 
for delivery of a small amount of coal to the Walter Scott, Jr., Louisa and Riverside Energy Centers should the need arise. 
 
MidAmerican Energy is a 25% joint owner of Quad Cities Generating Station Units 1 and 2 (“Quad Cities Station”), a 
nuclear power plant. Exelon Generation Company, LLC (“Exelon Generation”), the 75% joint owner and the operator of 
Quad Cities Station, is a subsidiary of Exelon Corporation. Approximately one-third of the nuclear fuel assemblies in each 
reactor core at the Quad Cities Station is replaced every 24 months. MidAmerican Energy has been advised by Exelon 
Generation that the following requirements for the Quad Cities Station can be met under existing supplies or 
commitments: uranium requirements through 2010 and partial requirements through 2016; uranium conversion requirements 
through 2010 and partial requirements through 2011; enrichment requirements through 2010 and partial requirements through 
2028; and fuel fabrication requirements through 2019. MidAmerican Energy has been advised by Exelon Generation that it 
does not anticipate it will have difficulty in contracting for uranium, uranium conversion, enrichment or fabrication of nuclear 
fuel needed to operate Quad Cities Station during these time periods. 
 
MidAmerican Energy uses natural gas and oil as fuel for intermediate and peak demand electric generation, igniter fuel, 
transmission support and standby purposes. These sources are presently in adequate supply and available to meet 
MidAmerican Energy’s needs.  
 
MidAmerican Energy continues to pursue renewable resources as a viable, economical and environmentally prudent means 
of generating electricity and reaching emission reduction targets. The benefits of energy from renewable resources include 
low to no emissions and typically little or no fossil fuel requirements. The intermittent nature of some renewable resources, 
such as wind, is complemented by MidAmerican Energy’s other generating resources and wholesale transactions, which are 
important to integrating intermittent wind resources into the electric system. MidAmerican Energy has qualifying wind-
powered facilities that are eligible for federal renewable electricity PTCs for ten years from the date the facilities were placed 
in-service. In February 2009, legislation was passed extending the date by which such facilities must be placed in service to 
be eligible for PTCs to December 31, 2012. 
 
In addition to its portfolio of generating facilities, MidAmerican Energy purchases electricity in the wholesale markets to 
meet its retail load and long-term wholesale sales obligations, for system balancing requirements and to enhance the efficient 
use of its generating capacity over the long-term. Generation can vary with the levels of outages, generation conditions, 
operational factors and transmission constraints. Retail load can vary with the weather, distribution system outages, consumer 
trends and the level of economic activity. In addition, MidAmerican Energy purchases electricity in the wholesale markets 
when it is more economical than generating it at its own facilities. MidAmerican Energy may also sell into the wholesale 
market excess electricity arising from imbalances between generation and retail load obligations, subject to pricing and 
transmission constraints. Many of MidAmerican Energy’s purchased electricity contracts have fixed-price components, 
which provide some protection against price volatility. 
 
MidAmerican Energy manages certain risks relating to its supply of electricity and fuel requirements by entering into various 
financial derivative instruments, including forward purchases and sales, futures, swaps and options. Refer to Item 7A 
included in this Form 10-K for a discussion of commodity price risk and derivative instruments. 
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The following table presents certain information concerning MidAmerican Energy’s owned power generating facilities as of 
December 31, 2008:  
 
    Facility Net  
    Capacity Net MW 
 Location Energy Source Installed (MW)(1) Owned(1) 

COAL:      
George Neal Unit No. 1 Sergeant Bluff, IA Coal 1964  135  135 
George Neal Unit No. 2 Sergeant Bluff, IA Coal 1972  289  289 
George Neal Unit No. 3 Sergeant Bluff, IA Coal 1975  515  371 
George Neal Unit No. 4 Salix, IA Coal 1979  644  261 
Louisa Muscatine, IA Coal 1983  745  656 
Ottumwa Ottumwa, IA Coal 1981  710  369 
Riverside Unit No. 3 Bettendorf, IA Coal 1925  5  5 
Riverside Unit No. 5 Bettendorf, IA Coal 1961  130  130 
Walter Scott, Jr. Unit No. 1 Council Bluffs, IA Coal 1954  45  45 
Walter Scott, Jr. Unit No. 2 Council Bluffs, IA Coal 1958  88  88 
Walter Scott, Jr. Unit No. 3 Council Bluffs, IA Coal 1978  690  546 
Walter Scott, Jr. Unit No. 4 Council Bluffs, IA Coal 2007  800  477 

     4,796  3,372 
NATURAL GAS:       

Greater Des Moines Pleasant Hill, IA Natural gas 2003-2004  494  494 
Coralville Coralville, IA Natural gas 1970  64  64 
Electrifarm Waterloo, IA Natural gas/Oil 1975-1978  198  198 
Moline Moline, IL Natural gas 1970  64  64 
Parr Charles City, IA Natural gas 1969  32  32 
Pleasant Hill Pleasant Hill, IA Natural gas/Oil 1990-1994  160  160 
River Hills Des Moines, IA Natural gas 1966-1967  117  117 
Sycamore Johnston, IA Natural gas/Oil 1974  149  149 
28 portable power modules Various Oil 2000  56  56 

     1,334  1,334 
NUCLEAR:       

Quad Cities Unit No. 1 Cordova, IL Uranium 1972  872  218 
Quad Cities Unit No. 2 Cordova, IL Uranium 1972  868  217 

     1,740  435 
WIND:      

Adair Adair, IA Wind 2008  175  175 
Carroll Carroll, IA Wind 2008  150  150 
Century Blairsburg, IA Wind 2005-2008  200  200 
Charles City Charles City, IA Wind 2008  75  75 
Intrepid Schaller, IA Wind 2004-2005  176  176 
Pomeroy Pomeroy, IA Wind 2007-2008  256  256 
Victory Westside, IA Wind 2006  99  99 
Walnut Walnut, IA Wind 2008  153  153 

     1,284  1,284 
OTHER:      

Moline Unit Nos. 1-4 Moline, IL Mississippi River 1941  3  3 
       
Total Available Generating Capacity    9,157  6,428 
 
(1) Facility Net Capacity (MW) represents (except for wind-powered generation facilities, which are nameplate ratings) total plant 

accredited net generating capacity from the summer of 2008 based on MidAmerican Energy’s accreditation approved by the Mid-
Continent Area Power Pool (“MAPP”). The 2008 summer accreditation of the wind-powered generation facilities in service at that time 
totaled 97 MW and is considerably less than the nameplate ratings due to the varying nature of wind. Additionally, the Adair, Carroll and 
Walnut wind-powered generation facilities and 58 MW of the Pomeroy wind-powered generation facility were placed in service 
subsequent to the 2008 summer accreditation. Net MW Owned indicates MidAmerican Energy’s ownership of Facility Net Capacity. 
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Transmission and Distribution 
 
MidAmerican Energy operates a balancing authority area in its service territory, a geographic area with electric systems that 
control generation to maintain schedules with other balancing authority areas and ensure reliable operations. In operating the 
balancing authority area, MidAmerican Energy is responsible for continuously balancing electric supply and demand by 
dispatching generating resources and interchange transactions so that generation internal to the balancing authority area, plus 
net imported power, matches customer loads. MidAmerican Energy also schedules deliveries of energy over its transmission 
system in accordance with FERC requirements. 
 
MidAmerican Energy is interconnected with utilities in Iowa and neighboring states and is part of the Eastern 
Interconnection. MidAmerican Energy is also a party to an electric generation reserve sharing pool and regional transmission 
group administered by MAPP. MAPP is a voluntary association of electric utilities doing business in Minnesota, Nebraska, 
North Dakota and the Canadian provinces of Saskatchewan and Manitoba and portions of Iowa, Montana, South Dakota and 
Wisconsin. Its membership also includes power marketers, regulatory agencies and independent power producers. MAPP 
performs functions including administration of its short-term regional Open Access Transmission Tariff (“OATT”), 
coordination of regional planning and operations, and operation of the generation reserve sharing pool. As a MAPP member, 
MidAmerican Energy conducts transmission and wholesale power transactions using MAPP member interconnected facilities 
with the MAPP OATT and participates in the generation reserve sharing pool to support its operations. 
 
MidAmerican Energy can transact with a substantial number of parties through its participation in MAPP and through its 
direct interconnections to the Midwest Independent Transmission System Operator, Inc., Southwest Power Pool, Inc. and 
PJM Interconnection, L.L.C. RTOs and several other major transmission-owning utilities in the region. Under normal 
operating conditions, MidAmerican Energy’s transmission system has adequate capacity to deliver energy to MidAmerican 
Energy’s distribution system and to export and import energy with other interconnected systems. The electric transmission 
system of MidAmerican Energy included approximately 2,200 miles of transmission lines and 400 substations as of 
December 31, 2008. 
 
Regulated Natural Gas Operations 
 
MidAmerican Energy is engaged in the procurement, transportation, storage and distribution of natural gas for customers in 
the Midwest. MidAmerican Energy purchases natural gas from various suppliers, transports it from the production areas to 
MidAmerican Energy’s service territory under contracts with interstate pipelines, stores it in various storage facilities to 
manage fluctuations in system demand and seasonal pricing, and delivers it to customers through MidAmerican Energy’s 
distribution system. MidAmerican Energy sells natural gas and transportation services to end-use customers and natural gas 
to other utilities, municipalities and marketers. MidAmerican Energy also transports natural gas through its distribution 
system for a number of end-use customers who have independently secured their supply of natural gas. During 2008, 44% of 
the total natural gas delivered through MidAmerican Energy’s system for end use customers was under natural gas 
transportation service. 
 
The percentages of natural gas sold to retail and wholesale customers by class of customer for the years ended December 31 
were as follows: 
 
 2008  2007  2006 
      
Residential  42%   40%   37% 
Commercial(1)  21   19   18 
Industrial(1)  4   4   4 

Total retail  67   63   59 
Wholesale(2)  33   37   41 
  100%   100%   100% 
 

(1) Small and large general service customers are classified primarily based on the nature of their business and natural gas usage. Commercial customers 
are business customers whose natural gas usage is principally for heating. Industrial customers are business customers whose principal natural gas 
usage is for their manufacturing processes. 

    
(2) Wholesale generally includes other utilities, municipalities and marketers to whom natural gas is sold at wholesale for eventual resale to ultimate 

end-use customers. 
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The percentages of natural gas sold to retail customers by jurisdiction for the years ended December 31 were as follows: 
 
 2008  2007  2006 
      
Iowa  77%   77%   77% 
South Dakota  12   12   12 
Illinois  10   10   10 
Nebraska  1   1   1 
  100%   100%   100% 
 
There are seasonal variations in MidAmerican Energy’s natural gas business that are principally due to the use of natural gas 
for heating. Typically, 45-55% of MidAmerican Energy’s regulated natural gas revenues are reported in the months of 
January, February, March and December. 
 
On January 15, 2009, MidAmerican Energy recorded its all-time highest peak-day delivery of 1,147,599 decatherms (“Dth”). 
This peak-day delivery consisted of approximately 75% traditional sales service and 25% transportation service of customer-
owned gas.  
 
Fuel Supply and Capacity 
 
MidAmerican Energy is allowed to recover its cost of natural gas from all of its regulated natural gas customers through 
purchased gas adjustment clauses (“PGA”). Accordingly, as long as MidAmerican Energy is prudent in its procurement 
practices, MidAmerican Energy’s regulated natural gas customers retain the risk associated with the market price of natural 
gas. MidAmerican Energy uses several strategies designed to reduce the market price risk for its natural gas customers while 
maintaining system reliability, including a geographically diverse supply portfolio of producers and third party marketers, the 
use of storage gas and peak-shaving facilities, sharing arrangements to share savings and costs with customers and short-and 
long-term financial and physical gas purchase agreements. 
 
MidAmerican Energy has rights to firm pipeline capacity to transport natural gas to its service territory through direct 
interconnects to the pipeline systems of several interstate natural gas pipeline systems, including Northern Natural Gas, an 
affiliate company. 
 
MidAmerican Energy utilizes leased gas storage to meet peak day requirements and to manage the daily changes in demand 
due to changes in weather. The storage gas is typically replaced during off-peak months when the demand for natural gas is 
historically lower than during the heating season. In addition, MidAmerican Energy also utilizes three liquefied natural gas 
(“LNG”) plants and two propane-air plants to meet peak day demands in the winter. The storage and peak shaving facilities 
reduce MidAmerican Energy’s dependence on natural gas purchases during the volatile winter heating season. MidAmerican 
Energy can deliver approximately 50% of its design day sales requirements from its storage and peak shaving supply sources. 
 
Natural gas property consists primarily of natural gas mains and services pipelines, meters, and related distribution 
equipment, including feeder lines to communities served from natural gas pipelines owned by others. The gas distribution 
facilities of MidAmerican Energy as of December 31, 2008 included approximately 22,000 miles of gas mains and service 
pipelines. In addition, natural gas property includes three liquefied natural gas plants and two propane-air plants. 
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Demand-side Management 
 
MidAmerican Energy has provided a comprehensive set of demand-side management programs to its Iowa electric and gas 
customers since 1990 and, beginning in 2008, its Illinois electric and gas customers. The programs are designed to reduce 
energy consumption and more effectively manage when energy is used, including management of seasonal peak loads. 
Current programs offer services to customers such as energy engineering audits and information on how to improve the 
efficiency of their homes and businesses. To assist customers investing energy efficiency, MidAmerican Energy offers 
rebates or incentives encouraging the purchase and installation of high-efficiency equipment such as lighting, heating and 
cooling equipment, weatherization, motors, process equipment and systems, as well as incentives for efficient construction. 
Incentives are also paid to solicit participation in load management programs by residential and business customers through 
programs such as MidAmerican Energy’s residential and large commercial and industrial air conditioner load control 
programs. Subject to random prudence reviews, state regulation allows for contemporaneous recovery of costs incurred for 
the demand-side management programs through state-specific energy efficiency service charges paid by all retail electric and 
gas customers. In 2008, $48 million was expended on the demand-side management programs resulting in an estimated 
318 MW of electric and 5,598 Dth/day of gas peak load management. 
 
Interstate Pipeline Companies 
 
Northern Natural Gas 
 
Northern Natural Gas, an indirect wholly owned subsidiary of MEHC, owns one of the largest interstate natural gas pipeline 
systems in the United States, which reaches from southern Texas to Michigan’s Upper Peninsula. Northern Natural Gas 
primarily transports and stores natural gas for utilities, municipalities, other pipeline companies, gas marketers, industrial and 
commercial users and other end users. Northern Natural Gas’ system consists of approximately 15,200 miles of natural gas 
pipelines, including approximately 6,400 miles of mainline transmission pipelines and approximately 8,800 miles of branch 
and lateral pipelines, with a Market Area design capacity of 5.3 Bcf per day and a Field Area delivery capacity of 2.0 Bcf per 
day to the Market Area. Based on a review of relevant industry data, the Northern Natural Gas system is believed to be the 
largest single pipeline in the United States as measured by pipeline miles and the seventh-largest as measured by throughput. 
In 2008, Northern Natural Gas’ transportation and storage revenue accounted for 93% of its total operating revenue, of which 
84% was generated from reservation charges under firm transportation and storage contracts. About 50% of the charges 
under the firm and transportation and storage contracts were from utilities. Except for quantities of natural gas owned and 
managed for operational and system balancing purposes, Northern Natural Gas does not own the natural gas that is 
transported through its system. The sale of natural gas for operational and system balancing purposes accounts for the 
majority of the remaining 7% of its 2008 revenue. Northern Natural Gas’ transportation and storage operations are subject to 
a regulated tariff that is on file with the FERC. The tariff rates are designed to allow Northern Natural Gas to recover its costs 
and generate a regulated return on equity. 
 
Northern Natural Gas’ pipeline system, which is interconnected with many interstate and intrastate pipelines in the national 
grid system, consists of two distinct but operationally integrated markets. Its traditional end-use and distribution market area 
is at the northern part of the system, including points in Michigan, Illinois, Iowa, Minnesota, Nebraska, Wisconsin and South 
Dakota, which Northern Natural Gas refers to as the Market Area. Its natural gas supply and delivery service area is at the 
southern part of the system, including Kansas, Oklahoma, Texas and New Mexico, which Northern Natural Gas refers to as 
the Field Area.  
 
Northern Natural Gas’ pipeline system provides its customers access to natural gas from key production areas, including the 
Hugoton, Permian, Anadarko and Rocky Mountain basins in its Field Area and, through interconnections with other 
pipelines, the Rocky Mountain and Canadian basins in its Market Area. In each of these areas, Northern Natural Gas has 
numerous interconnecting receipt and delivery points. 
 
Northern Natural Gas transports natural gas primarily to end-user and local distribution markets in the Market Area. In 2008, 
64% of Northern Natural Gas’ transportation and storage revenue was generated from Market Area customer transportation 
contracts. Its Market Area customers consist primarily of utilities and end-use customers. Northern Natural Gas directly 
serves 77 utilities, including MidAmerican Energy, and no one utility accounted for greater than 10% of its transportation and 
storage revenue in 2008. In turn, these utilities serve numerous residential, commercial and industrial customers. A majority 
of Northern Natural Gas’ capacity in the Market Area is committed to customers under firm transportation contracts. As of 
December 31, 2008, 90% of Northern Natural Gas’ customers’ entitlement in the Market Area is contracted beyond 2009, 
and 49% is contracted beyond 2015. The weighted average remaining contract term for Northern Natural Gas’ Market Area 
transportation contracts is approximately seven years as of December 31, 2008. 
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Northern Natural Gas’ Northern Lights expansion project is concentrated primarily in the Twin Cities area of Minnesota and 
is expected to serve incremental load due to residential and commercial growth in natural gas demand, gas-fired power plants 
and ethanol facilities. Northern Natural Gas has commitments to two of its largest customers to meet minimum levels of 
incremental capacity requests through 2026. The project is designed to deliver volumes needed to meet those commitments. 
The project is expected to add approximately 650,000 Dth per day of capacity to its Market Area by November 1, 2011, of 
which approximately 500,000 Dth per day has been added as of December 31, 2008. In total, the Northern Lights expansion 
project is expected to require over $350 million in capital expenditures through 2011 of which $228 million has been 
incurred through December 31, 2008. 
 
In the Field Area, customers holding contracted firm transportation capacity, or entitlement, consist primarily of marketers, 
power generators and producers. The majority of this entitlement is contracted on a seasonal and annual basis, principally by 
marketers and producers. Northern Natural Gas expects short-term contracting to continue in the foreseeable future, since 
Market Area customers presently need to purchase gas that is delivered from the production basins connected to its Field 
Area in order to meet their growing demand requirements. Market Area demand cannot presently be met without the 
purchase of supplies from the Field Area. Supplies from the Field Area have historically been less expensive than the supply 
alternatives available from other sources that bring Canadian supply to Northern Natural Gas’ system in the Market Area. In 
2008, 23% of Northern Natural Gas’ transportation and storage revenue was generated from Field Area customer 
transportation contracts. 
 
Northern Natural Gas’ storage services are provided through the operation of one underground natural gas storage field in 
Iowa, two underground natural gas storage facilities in Kansas and two LNG storage peaking units, one in Garner, Iowa and 
one in Wrenshall, Minnesota. The three underground natural gas storage facilities and two LNG storage peaking units have a 
total firm service cycle capacity of approximately 73 Bcf and over 2.0 Bcf of peak day delivery capability. These storage 
facilities provide Northern Natural Gas with operational flexibility for the daily balancing of its system and provide services 
to customers to meet their winter peaking and year-round load swing requirements. In 2008, 13% of Northern Natural Gas’ 
transportation and storage revenue was generated from storage services. 
 
Since June 2006, Northern Natural Gas has added 14 Bcf of firm storage cycle capacity through investments and 
modifications made at its Cunningham, Kansas and Redfield, Iowa storage facilities. This capacity was sold to local 
distribution companies (“LDC”) for terms of 20-21 years. 
 
Northern Natural Gas’ system experiences significant seasonal swings in demand, with the highest demand typically 
occurring during the months of November through March. This seasonality provides Northern Natural Gas with opportunities 
to deliver additional value-added services, such as firm and interruptible storage services. Because of its location and 
multiple interconnections with interstate and intrastate pipelines, Northern Natural Gas is able to access natural gas from both 
traditional production areas, such as the Hugoton, Permian and Anadarko Basins, and growing supply areas, such as the 
Rocky Mountains, through Trailblazer Pipeline Company, Kinder Morgan Interstate Gas Transmission, Cheyenne Plains 
Pipeline, Colorado Interstate Gas Pipeline Company (“Colorado Interstate”) and Rockies Express Pipeline, as well as from 
Canadian production areas through Northern Border Pipeline Company, (“Northern Border”), Great Lakes Gas Transmission 
Limited Partnership (“Great Lakes”) and Viking Gas Transmission Company (“Viking”). This supply diversity provides 
significant flexibility to Northern Natural Gas’ system and customers. As a result of Northern Natural Gas’ geographic 
location in the middle of the United States and its many interconnections with other pipelines, Northern Natural Gas 
augments its steady end-user and LDC revenue by capitalizing on opportunities for shippers to reach additional markets, such 
as Chicago, Illinois, other parts of the Midwest, and Texas, through interconnects. 
 
Kern River 
 
Kern River, an indirect wholly owned subsidiary of MEHC, owns an interstate natural gas transportation pipeline system 
consisting of approximately 1,700 miles of pipeline, with a design capacity of 1,755,575 Dth per day, extending from supply 
areas in the Rocky Mountains to consuming markets in Utah, Nevada and California. Except for quantities of natural gas 
owned for system operations, Kern River does not own the natural gas that is transported through its system. Kern River’s 
transportation operations are subject to a regulated tariff that is on file with the FERC. The tariff rates are designed to allow it 
an opportunity to recover its costs and generate a regulated return on equity. 
 
In June 2008, Kern River filed an application with the FERC for a certificate of public convenience and necessity to construct 
its 2010 Expansion Project that will add an additional 145,000 Dth per day of capacity in November 2010. Kern River also 
plans to file an application for another expansion project that will add an incremental 266,000 Dth per day of capacity in 
November 2011. Both expansion projects require approval from the FERC.  
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Kern River’s pipeline consists of two sections: the 1,400 mile mainline section and 300 miles of common facilities. Kern 
River owns the entire mainline section, which extends from the pipeline’s point of origination near Opal, Wyoming, through 
the Central Rocky Mountains area into Daggett, California. The mainline section consists of approximately 1,300 miles of 
36-inch diameter pipeline and approximately 100 miles of various laterals that connect to the mainline. 
 
The common facilities are jointly owned by Kern River (77% as of December 31, 2008) and Mojave Pipeline Company 
(“Mojave”), a wholly owned subsidiary of El Paso Corporation, as tenants-in-common. Kern River’s ownership percentage in 
the common facilities will increase or decrease pursuant to the capital contributions made by the respective joint owners. 
Kern River has exclusive rights to approximately 1,570,600 Dth per day of the common facilities’ capacity, and Mojave has 
exclusive rights to 400,000 Dth per day of capacity. Operation and maintenance of the common facilities are the 
responsibility of Mojave Pipeline Operating Company, an affiliate of Mojave. 
 
Kern River has year-round long-term firm natural gas transportation service agreements for 1,755,575 Dth per day of 
capacity. Pursuant to these agreements, the pipeline receives natural gas on behalf of shippers at designated receipt points, 
transports the natural gas on a firm basis up to each shipper’s maximum daily quantity and delivers thermally equivalent 
quantities of natural gas at designated delivery points. Each shipper pays Kern River the aggregate amount specified in its 
long-term firm natural gas transportation service agreement and Kern River’s tariff, with such amount consisting primarily of 
a fixed monthly reservation fee based on each shipper’s maximum daily quantity and a commodity charge based on the actual 
amount of natural gas transported. 
 
These year-round, long-term firm natural gas transportation service agreements expire between September 30, 2011 and 
April 30, 2018, and have a weighted-average remaining contract term of almost eight years. Shippers on the pipeline include 
major oil and gas companies or affiliates of such companies, electric generating companies, energy marketing and trading 
companies, financial institutions and natural gas distribution utilities which provide services in Utah, Nevada and California. 
As of December 31, 2008, over 92% of the firm capacity has primary delivery points in California, with the flexibility to 
access secondary delivery points in Nevada and Utah. 
 
Northern Natural Gas and Kern River Competition 
 
Pipelines compete on the basis of cost (including both transportation costs and the relative costs of the natural gas they 
transport), flexibility, reliability of service and overall customer service. Industrial end-users often have the ability to choose 
from alternative fuel sources, such as fuel oil and coal, in addition to natural gas. Natural gas competes with other forms of 
energy, including electricity, coal and fuel oil, primarily on the basis of price. Legislation and governmental regulations, the 
weather, the futures market, production costs and other factors beyond the control of Northern Natural Gas and Kern River 
influence the price of natural gas. 
 
Historically, Northern Natural Gas has been able to provide competitively priced services because of its access to a variety of 
relatively low cost supply basins, its cost control measures and its relatively high load factor throughput, which lowers the 
per unit cost of transportation. To date, Northern Natural Gas has avoided any significant pipeline system bypasses or turn-
back of firm entitlement. In recent years, Northern Natural Gas has retained and signed long-term contracts with customers 
such as CenterPoint Energy Minnesota Gas (“CenterPoint”), Xcel Energy Inc. (“Xcel Energy”) and Metropolitan Utilities 
District, which in some cases, because of competition, resulted in lower reservation charges relative to the contracts being 
replaced. 
 
Northern Natural Gas’ major competitors in the Market Area include ANR Pipeline Company, Northern Border and Natural 
Gas Pipeline Company of America LLC. Other competitors of Northern Natural Gas include Great Lakes and Viking. In the 
Field Area, Northern Natural Gas competes with a large number of interstate and intrastate pipeline companies where the vast 
majority of Northern Natural Gas’ capacity is used for transportation services provided on a short-term firm basis. Northern 
Natural Gas’ tariff rates are competitive with the market alternative and provide value to the shippers holding the firm 
capacity. 
 
Although it needs to compete aggressively to retain and build load, Northern Natural Gas believes that current and 
anticipated changes in its competitive environment have created opportunities to serve its existing customers more efficiently 
and to meet certain growing supply needs. Northern Natural Gas has been successful in competing for a significant amount of 
the increased demand related to residential and commercial needs and the construction of new power plants through its 
Northern Lights expansion project. The growth related to utilities is driven by population growth and increased commercial 
and industrial needs. The new power plant growth originates from re-powering coal-fired generation as well as new 
combustion and combined-cycle gas-fired generation. The growth also supports the continued sale of Northern Natural Gas’ 
storage services and Field Area transportation services.  
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Kern River competes with various interstate pipelines and its shippers in order to market any unutilized or unsubscribed 
capacity serving the southern California, Las Vegas, Nevada and Salt Lake City, Utah market areas. Kern River provides its 
customers with supply diversity through pipeline interconnections with Northwest Pipeline Corporation, Colorado Interstate, 
Overland Trails Pipeline, Questar Pipeline Company and Questar Overthrust Pipeline Company. These interconnections, in 
addition to the direct interconnections to natural gas processing facilities, allow Kern River to access natural gas reserves in 
Colorado, northwestern New Mexico, Wyoming, Utah and the Western Canadian Sedimentary Basin. 
 
Kern River is the only interstate pipeline that presently delivers natural gas directly from a gas supply basin to end users in 
the California market. This enables direct connect customers to avoid paying a “rate stack” (i.e., additional transportation 
costs attributable to the movement from one or more interstate pipeline systems to an intrastate system within California). 
Kern River believes that its historic levelized rate structure and access to upstream pipelines/storage facilities and to 
economic Rocky Mountain gas reserves increases its competitiveness and attractiveness to end-users. Kern River believes it 
has an advantage relative to other competing interstate pipelines because its relatively new pipeline can be economically 
expanded and will require significantly less capital expenditures to comply with the Pipeline Safety Improvement Act of 
2002 (“PSIA”) than other systems. Kern River’s favorable market position is tied to the availability and relatively favorable 
price of gas reserves in the Rocky Mountain area, an area that in recent years has attracted considerable expansion of pipeline 
capacity serving markets other than California and Nevada. 
 
In 2008, Northern Natural Gas had no customers that accounted for greater than 10% of its revenue and its ten largest 
customers accounted for 51% of its system-wide transportation and storage revenue. Northern Natural Gas has agreements to 
retain the vast majority of its two largest customers’ volumes through at least 2017. Kern River had two customers who each 
accounted for greater than 10% of its revenue. The loss of any of these significant customers, if not replaced, could have a 
material adverse effect on Northern Natural Gas’ and Kern River’s respective businesses. 
 
CE Electric UK 
 
General 
 
CE Electric UK, an indirect wholly owned subsidiary of MEHC, is a holding company which owns, primarily, two 
companies that distribute electricity in Great Britain, Northern Electric and Yorkshire Electricity. Northern Electric and 
Yorkshire Electricity operate in the north-east of England from North Northumberland through Tyne and Wear, County 
Durham, Tees Valley and Yorkshire to North Lincolnshire, an area covering approximately 10,000 square miles, and serve 
3.8 million end users. The principal function of Northern Electric and Yorkshire Electricity is to build, maintain and operate 
the electricity distribution network through which the end user receives a supply of electricity. In addition to building and 
maintaining the electricity distribution network, CE Electric UK also owns an engineering contracting business that provides 
electrical infrastructure contracting services to third parties and a hydrocarbon exploration and development business that is 
focused on developing integrated upstream gas projects in Australia, the United Kingdom and Poland. 
 
Electricity Distribution 
 
Northern Electric and Yorkshire Electricity receive electricity from the national grid transmission system and distribute it to 
end users’ premises using their networks of transformers, switchgear and distribution lines and cables. Substantially all of the 
end users in Northern Electric’s and Yorkshire Electricity’s distribution service areas are connected to the Northern Electric 
and Yorkshire Electricity networks and electricity can only be delivered to these end users through their distribution systems, 
thus providing Northern Electric and Yorkshire Electricity with distribution volume that is relatively stable from year to year. 
Northern Electric and Yorkshire Electricity each charge fees for the use of their distribution systems to the suppliers of 
electricity. The suppliers, which purchase electricity from generators and sell the electricity to end user customers, use 
Northern Electric’s and Yorkshire Electricity’s distribution networks pursuant to an industry standard “Distribution 
Connection and Use of System Agreement,” which Northern Electric and Yorkshire Electricity separately entered into with 
the various suppliers of electricity in their respective distribution service areas. One such supplier, RWE Npower PLC and 
certain of its affiliates, represented approximately 37% of the total combined distribution revenues of Northern Electric and 
Yorkshire Electricity in 2008.  
 
The service territory geographically features a diverse economy with no dominant sector. The mix of rural, agricultural, 
urban and industrial areas covers a broad customer base ranging from domestic usage through farming and retail to major 
industry including automotives, chemicals, mining, steelmaking and offshore marine construction. The industry within the 
area is concentrated around the principal centers of Newcastle, Middlesbrough and Leeds. 
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The price controlled revenues of the regulated distribution companies are set out in the special conditions of the licenses of 
the companies. The licenses are enforced by the regulator, the Office of Gas and Electricity Markets (“Ofgem”) and limit 
increases (or may require decreases) based upon the rate of inflation, other specified factors and other regulatory action. 
Changes to the price controls can be made only by agreement between a distribution company and the regulator or, if there is 
no agreement, following a report on a reference by the regulator to the Competition Commission. It has been the convention 
in the United Kingdom for regulators to conduct periodic regulatory reviews before making proposals for any changes to the 
price controls. The price controls have conventionally been based upon a 5-year price control period, with the current price 
control period commencing April 1, 2005. 
 
Electricity distributed to end users and the total number of end users as of and for the years ended December 31 were as 
follows: 
 
 2008  2007  2006 
Electricity distributed (in GWh):      

Northern Electric  16,563   16,977   17,203 
Yorkshire Electricity  24,047   24,281   25,025 

  40,610   41,258   42,228 
Number of end users (in millions):      

Northern Electric  1.6   1.6   1.6 
Yorkshire Electricity  2.2   2.2   2.2 

  3.8   3.8   3.8 
 
As of December 31, 2008, Northern Electric’s and Yorkshire Electricity’s electricity distribution network on a combined 
basis included approximately 18,000 miles of overhead lines, approximately 39,000 miles of underground cables and 
approximately 700 major substations. 
 
CalEnergy Generation-Foreign 
 
The CalEnergy Generation-Foreign platform consists of MEHC’s indirect ownership of the Casecnan project, which is a 
150 MW combined irrigation and hydroelectric power generation project located on the Casecnan and Taan Rivers on the 
Philippine island of Luzon. The Company’s net owned capacity for the Casecnan project is 135 MW and is subject to a 
dispute with respect to repurchase rights of up to 15% ownership of the project by an initial minority shareholder and a 
separate dispute with the other initial minority shareholder regarding an additional 5% ownership of the project. Refer to 
Item 3 of this Form 10-K for additional information. 
 
The Casecnan project’s sole customer is the Republic of the Philippines (“ROP”). The ROP has provided a performance 
undertaking under which the Philippine National Irrigation Administration’s (“NIA”) obligations under the Casecnan Project 
Agreement, as modified (the “Project Agreement”), are guaranteed by the full faith and credit of the ROP. NIA also pays CE 
Casecnan Water and Energy Company, Inc. (“CE Casecnan”) for delivery of water and electricity by CE Casecnan. The 
Casecnan project carries political risk insurance. 
 
Under the terms of the Project Agreement, CE Casecnan will own and operate the project for a 20-year cooperation period 
which commenced on December 11, 2001, the start of the Casecnan project’s commercial operations, after which ownership 
and operation of the project will be transferred to NIA at no cost on an “as-is” basis. The Casecnan project is dependent upon 
sufficient rainfall to generate electricity and deliver water. Rainfall varies within the year and from year to year, which is 
outside the control of CE Casecnan, and impacts the amount of electricity generated and water delivered by the Casecnan 
project. Rainfall has historically been highest from June through December and lowest from January through May. The 
contractual terms for water delivery fees and variable energy fees can produce variability in revenue between reporting 
periods. NIA’s payment obligation under the project agreement is substantially denominated in U.S. dollars and is the 
Casecnan project’s sole source of operating revenue. 
 
On June 25, 2006, the Upper Mahiao project’s and on July 25, 2007, the Malitbog and Mahanagdong projects’ separate 10-
year cooperation periods ended and the projects, representing a total of 485 MW of net owned contract capacity, were 
transferred to PNOC-Energy Development Corporation by the Company at no cost on an “as-is” basis. 
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CalEnergy Generation-Domestic 
 
The subsidiaries comprising the Company’s CalEnergy Generation-Domestic platform own interests in 15 non-utility power 
projects in the United States. The following table sets out certain information concerning CalEnergy Generation-Domestic’s 
non-utility power projects in operation as of December 31, 2008: 
 
  Facility           
  Net or        Power   
  Contract  Net      Purchase   

Operating  Capacity  MW  Energy    Agreement  Power 

Project  (MW)(1)  Owned(1)  Source  Location  Expiration  Purchaser(2) 

CE Generation(3):             
Natural-Gas Fired -             

Saranac   240   90  Natural Gas  New York  2009  NYSE&G 
Power Resources   212   106  Natural Gas  Texas  2009  CECG 
Yuma   50   25  Natural Gas  Arizona  2024  SDG&E 

Total Natural-Gas Fired   502   221         
Imperial Valley Projects   327   164  Geothermal  California  (4)  (4) 

Total CE Generation   829   385         
Cordova   537   537  Natural Gas  Illinois  2019  CECG 
Wailuku   10   5  Wailuku River  Hawaii  2023  HELCO 
Total CalEnergy-Domestic   1,376   927         
 
(1) Facility Net or Contract Capacity (MW) represents total plant accredited net generating capacity from the summer of 2008 as approved by 

MAPP for Cordova and contract capacity for most other projects. Net MW Owned indicates legal ownership of the Facility Net Capacity or 
Contract Capacity. 

  
(2) Constellation Energy Commodities Group, Inc. (“CECG”); Hawaii Electric Company (“HELCO”); New York State Electric & Gas Corporation 

(“NYSE&G”); and San Diego Gas & Electric Company (“SDG&E”). 
  
(3) MEHC has a 50% ownership interest in CE Generation, LLC (“CE Generation”) whose subsidiaries currently operate ten geothermal plants in 

the Imperial Valley of California (the “Imperial Valley Projects”) and three natural gas-fired power generation facilities. 
  
(4) Approximately 82% of the Company’s interests in the Imperial Valley Projects’ Contract Capacity (MW) are sold to Southern California Edison 

Company under long-term power purchase agreements expiring in 2016 through 2026. 
 
HomeServices 
 
HomeServices, a majority-owned subsidiary of MEHC, is the second largest full-service residential real estate brokerage firm 
in the United States. In addition to providing traditional residential real estate brokerage services, HomeServices offers other 
integrated real estate services, including mortgage originations, primarily through joint ventures, title and closing services, 
property and casualty insurance, home warranties and other home-related services. HomeServices’ real estate brokerage 
business is subject to seasonal fluctuations because more home sale transactions tend to close during the second and third 
quarters of the year. As a result, HomeServices’ operating results and profitability are typically higher in the second and third 
quarters relative to the remainder of the year. HomeServices currently operates approximately 300 broker offices in 19 states 
with 16,000 agents under 21 brand names. The U.S. residential real estate brokerage business is highly competitive and 
consists of numerous local brokers and agents in each market seeking to represent sellers and buyers in residential real estate 
transactions. 
 
Other Investments 
 

BYD Company Limited  
 
In September 2008, MEHC reached a definitive agreement with BYD Company Limited (“BYD”) to purchase 225 million 
shares, representing approximately a 10% interest in the company, at a price of Hong Kong (“HK”) $8 per share or 
HK$1.8 billion (approximately $230 million). Established in 1995, BYD is a Hong Kong listed company with two main 
businesses: technology, including rechargeable batteries, chargers and cell phone design and assembly, and automobiles. 
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BYD has seven production bases in Guangdong, Beijing, Shanghai, and Xi’an and has offices in the United States, Europe, 
Japan, South Korea, India, Taiwan, Hong Kong and other regions. BYD has over 130,000 employees. The purchase was 
approved by an affirmative vote of the holders of two thirds of the outstanding shares of BYD at an extraordinary general 
meeting held on December 3, 2008. The closing remains subject to approval by the China Securities Regulatory Commission 
and the filing of amendments to BYD’s articles of association. In the event that the conditions precedent are not fulfilled by 
March 26, 2009 the parties are not bound to proceed with the transaction. MEHC expects the transaction to close in 2009. 
 

Electric Transmission Joint Ventures  
 
In December 2007, approval was received from the Public Utility Commission of Texas (“PUCT”) to establish Electric 
Transmission Texas, LLC’s (“ETT”) as a 50:50 joint venture company, owned by American Electric Power Company, Inc. 
(“AEP”) and MEHC, to own and operate electric transmission assets in the Electric Reliability Council of Texas (“ERCOT”) 
footprint. The PUCT order also approved initial rates based on a 9.96% after tax rate of return on equity and a debt to equity 
capital structure of 60:40. Following an appeal by intervenors, in October 2008, the Travis County District Court ruled that 
the PUCT exceeded its authority by approving ETT’s application for a certificate of convenience and necessity to operate as a 
stand alone transmission utility (i) without an indentified service area and (ii) under the wrong section of the relevant statute. 
This decision does not automatically invalidate the CCN. Until such time as there is an adverse ruling by the Texas Court of 
Appeals that is not subsequently appealed, or a decision by the Texas Supreme Court, the PUCT order granting ETT a CCN 
and initial rates remains legally valid. ETT believes the issue will ultimately be resolved in its favor, but cannot predict the 
outcome of this proceeding or its future effect on ETT’s financial results. As of December 31, 2008, the Company’s net 
investment in ETT was $16 million. 
 
In July 2008, the PUCT voted to approve a $4.9 billion transmission plan to integrate significant wind resources located in 
Competitive Renewable Energy Zones (“CREZ”) throughout Texas, into the ERCOT grid. Along with this announcement, 
they initiated a proceeding to select transmission providers to the construct the lines. In January 2009, the PUCT voted to 
assign approximately $800 million of transmission investment in support of CREZ to ETT. The final order on this vote is 
expected in first quarter of 2009. 
 
In September 2007, subsidiaries of AEP and MEHC formed Electric Transmission America, LLC (“ETA”), a 50:50 joint 
venture to pursue transmission opportunities outside of ERCOT. During the second quarter of 2008, ETA formed joint 
ventures with Westar Energy, Inc. and a subsidiary of OGE Energy Corp. to build and own new electric transmission assets 
within the Southwest Power Pool (“SPP”). The Westar Energy, Inc. project includes approximately 230 miles of extra-high 
voltage 765-kilovolt transmission in Kansas, while the OGE Energy Corp. project includes approximately 170 miles of extra-
high voltage 765-kilovolt transmission in Oklahoma. The combined projects encompass two phases of the extra-high voltage 
overlay study plan released March 3, 2007, by SPP. Both projects received necessary approvals from the FERC in 
December 2008 including a return on equity, inclusive of incentives, of 12.3%. The completion of these projects is subject to 
receipt of regional rate treatment by SPP and obtaining necessary state regulatory approvals. 
 
Neither ETT nor ETA is consolidated with MEHC for financial reporting purposes. 
 
Employees 
 
As of December 31, 2008, the Company had approximately 16,800 employees, of which approximately 7,600 are covered by 
union contracts. The majority of the union employees are employed by PacifiCorp and MidAmerican Energy and are 
represented by the International Brotherhood of Electrical Workers, the Utility Workers Union of America, the International 
Brotherhood of Boilermakers and the United Mine Workers of America. These collective bargaining agreements have 
expiration dates ranging through January 2013. HomeServices’ residential real estate agents are independent contractors and 
not employees. 
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General Regulation  
 
MEHC’s subsidiaries are subject to comprehensive governmental regulation which significantly influences their operating 
environment, prices charged to customers, capital structure, costs and their ability to recover costs. In addition to the 
following discussion, refer to “Liquidity and Capital Resources” in Item 7 and Note 6 of Notes to Consolidated Financial 
Statements in Item 8 of this Form 10-K. 
 
Domestic Regulated Public Utility Subsidiaries 
 
MEHC’s domestic regulated public utility subsidiaries, PacifiCorp and MidAmerican Energy, are subject to comprehensive 
regulation by state utility commissions, federal agencies, and other state and local regulatory agencies. The more significant 
aspects of this regulatory framework are described below. 
 
State Regulation 
 
Historically, state utility commissions have established rates on a cost-of-service basis, which is designed to allow a utility an 
opportunity to recover its costs of providing services and to earn a reasonable return on its investment. A utility’s cost-of-
service generally reflects its allowed operating expenses, including operation and maintenance expense, depreciation expense 
and taxes. Some portion of margins earned on wholesale activities for electricity and capacity and gas transportation service 
have historically been included to reduce the retail cost of service upon which retail rates are based. State utility commissions 
may adjust rates pursuant to a review of (i) a utility’s revenues and expenses during a defined test period and (ii) such 
utility’s level of investment. State utility commissions typically have the authority to review and change rates on their own 
initiative. States may also initiate reviews at the request of a utility customer, a governmental agency or a representative of a 
group of customers. The utility and such parties, however, may agree with one another not to request a review of or changes 
to rates for a specified period of time. 
 
The electric rates of PacifiCorp and MidAmerican Energy are generally based on the cost of providing traditional bundled 
services, including generation, transmission and distribution services. Historically, the state regulatory framework in the 
service areas of PacifiCorp’s and MidAmerican Energy’s systems reflected specified power and fuel costs as part of bundled 
rates or incorporated power or fuel adjustment clauses in the utility’s rates and tariffs. In states where power and fuel 
adjustment clauses exist, permitted periodic adjustments to cost recovery from customers provide protection to utilities 
against exposure to power and fuel cost changes. 
 
Except for Oregon, Washington and Illinois, PacifiCorp and MidAmerican Energy have an exclusive right to serve electricity 
customers within their service territories and, in turn, have the obligation to provide electric service to those customers. 
Under Oregon law, PacifiCorp has the exclusive right and obligation to provide electric distribution services to all customers 
within its allocated service territory; however, nonresidential customers have the right to choose alternative electricity service 
suppliers. The impact of these programs on the Company’s financial results has not been material. In Washington, state law 
does not provide for exclusive service territory allocation. PacifiCorp’s service territory in Washington is surrounded by 
other public utilities with whom PacifiCorp has from time to time entered into service area agreements under the jurisdiction 
of the Washington Utilities and Transportation Commission (“WUTC”). In Illinois, a law changed how and what electric 
services are regulated by the Illinois Commerce Commission (“ICC”) and transitioned portions of the traditional electric 
services to a competitive environment. Electric base rates in Illinois were generally frozen until January 1, 2007, and are now 
subject to cost-based ratemaking. All Illinois customers are free to choose their electricity service supplier and MidAmerican 
Energy has an obligation to serve customers at regulated rates that leave MidAmerican Energy’s system, but later choose to 
return. To date, there has been no significant loss of customers in Illinois.  
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PacifiCorp 
 
The following table illustrates the current rate case status in each state jurisdiction in which PacifiCorp operates: 
 

State Regulator  Base Rate Test Period   Adjustment Mechanism(1) 

Utah Public Service 
Commission (“UPSC”) 

 Forecasted or historical with 
known and measurable 
changes(2) 

 No separate recovery mechanisms. 

Oregon Public Utility 
Commission (“OPUC”) 

 Forecasted   Annual transition adjustment mechanism, a mechanism for annual rate adjustments 
for forecasted net variable power costs; no true-up to actual net variable power 
costs.  
 

    Renewable adjustment clause to recover the revenue requirement of new renewable 
resources and associated transmission that are not reflected in general rates. 
 

    Annual Oregon Senate Bill 408 (“SB 408”) true-up of taxes authorized to be 
collected in rates compared to taxes paid by PacifiCorp, as defined by Oregon 
statute and administrative rules. 
 

Wyoming Public Service 
Commission (“WPSC”) 

 Forecasted or historical with 
known and measurable 
changes(2) 

 Power cost adjustment mechanism based on forecasted net power costs, later trued-
up to actual net power costs. Subject to dead bands and customer sharing. 
 

Washington Utilities and 
Transportation Commission 
(“WUTC”) 

 Historical with known and 
measurable changes 

 Deferral mechanism of costs for up to 24 months of new base load generation 
resources that qualify under the state’s emissions performance standard and are not 
reflected in general rates. 
 

Idaho Public Utilities 
Commission (“IPUC”) 

 Historical  PacifiCorp has requested approval of an energy cost adjustment mechanism to 
recover the difference between base power costs set during a general rate case and 
actual power costs. The application is currently pending before the Commission. 
 

California Public Utilities 
Commission (“CPUC”) 

 Forecasted   Post test-year adjustment mechanism for major capital additions, a mechanism that 
allows for rate adjustments outside of the context of a traditional rate case for the 
revenue requirement associated with capital additions exceeding $50 million on a 
total-company basis. Filed as eligible capital additions are placed into service.  
 

    Post test-year adjustment mechanism for attrition, a mechanism that allows for an 
annual adjustment to costs other than net variable power costs tied to the Consumer 
Price Index minus a 0.5% productivity offset. 
 

    Energy cost adjustment clause that allows for an annual update to actual and 
forecasted net variable power costs. 

 
(1) Margins earned on wholesale sales for energy and capacity have historically been included as a component of retail cost of service upon which 

retail rates are based. 
  
(2) The Company has relied on both historical test periods with known and measurable adjustments and forecasted test periods. The WPSC has never 

issued a final ruling on its preference between a historical or forecasted test period. 
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MidAmerican Energy 
 
The Iowa Utilities Board (“IUB”) has approved over the past several years a series of electric settlement agreements between 
MidAmerican Energy, the Office of Consumer Advocate (“OCA”) and other intervenors under which MidAmerican Energy 
has agreed not to seek a general increase in electric base rates to become effective prior to January 1, 2014, unless its Iowa 
jurisdictional electric return on equity for any year covered by the applicable agreement falls below 10%, computed as 
prescribed in each respective agreement. Prior to filing for a general increase in electric rates, MidAmerican Energy is 
required to conduct 30 days of good faith negotiations with the signatories to the settlement agreements to attempt to avoid a 
general increase in rates. As a party to the settlement agreements, the OCA has agreed not to request or support any decrease 
in MidAmerican Energy’s Iowa electric base rates to become effective prior to January 1, 2014. The settlement agreements 
specifically allow the IUB to approve or order electric rate design or cost of service rate changes that could result in changes 
to rates for specific customers as long as such changes do not result in an overall increase in revenues for MidAmerican 
Energy. Additionally, the settlement agreements also each provide that revenues associated with Iowa retail electric returns 
on equity within specified ranges will be shared with customers. The following table summarizes the ranges of Iowa electric 
returns on equity subject to revenue sharing under each of the remaining settlement agreements, the percent of revenues 
within those ranges to be assigned to customers, and the method by which the liability to customers will be settled. 
 

    Range of     
    Iowa Electric  Customers’   
    Return on  Share of   

Date Approved  Years  Equity Subject  Revenues  Method to be Used to  
by the IUB  Covered  to Sharing  Within Range  Settle Liability to Customers 

         
October 17, 2003  2006 - 2010  11.75% - 13%  40%  
    13% - 14%  50%  
    Above 14%  83.3%  

Credits against the cost of new 
generation plant in Iowa 

January 31, 2005  2011  Same  Same  Credits to customer bills in 
2012 

April 18, 2006  2012  Same  Same  Credits to customer bills in 
2013 

July 27, 2007  2013  Same  Same  Credits against the cost of 
wind-powered generation 
projects covered by this 
agreement 

 
(1) If a rate case is filed pursuant to the 10% threshold, as discussed above, the revenue sharing arrangement for 2013 is changed such that the 

amount to be shared with customers will be 83.3% of revenues associated with Iowa electric operating income in excess of returns on equity 
allowed by the IUB as a result of the rate case. 

 
MidAmerican Energy does not have an electric fuel and purchased power adjustment clause in Iowa. A monthly purchased 
gas cost adjustment clause combined with an Incentive Gas Supply Procurement Plan provides protection from market 
changes in gas costs while offering financial incentives for MidAmerican Energy to minimize the cost of its gas supply 
portfolio.  
 
Effective January 2007, MidAmerican Energy and the ICC have eliminated the monthly adjustment clause for recovery of 
fuel for electric generation and purchased power costs in Illinois. Base rates have been adjusted effective January 1, 2007 to 
include recoveries at average 2004/2005 cost levels. The elimination of the fuel adjustment clause exposes MidAmerican 
Energy to monthly market price changes for fuel and purchased power costs in Illinois, with rate case approval required for 
any base rate changes. With the elimination of the fuel adjustment clause, MidAmerican Energy may not petition for its 
reinstatement until November 2011. A monthly adjustment clause remains in effect for MidAmerican Energy’s purchased gas 
costs. 
 
MidAmerican Energy’s cost of gas is collected in its gas rates through a uniform PGA for each jurisdiction, which is updated 
monthly to reflect changes in actual costs. Subject to prudence reviews, the PGA accomplishes a pass-through of 
MidAmerican Energy’s cost of gas to its customers and, accordingly, has no direct effect on net income. MidAmerican 
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Energy’s Iowa and Illinois energy efficiency program costs are collected through separately established rates that are adjusted 
annually based on actual and expected costs, as approved by the IUB and ICC, respectively. As such, recovery of energy 
efficiency program costs have an insignificant impact on net income. 
 
Federal Regulation 
 
The FERC is an independent agency with broad authority to implement provisions of the Federal Power Act, the Energy 
Policy Act and other federal statutes. The FERC regulates rates for interstate sales of electricity at wholesale, transmission of 
electric power, including pricing and expansion of the transmission system, electric system reliability, utility holding 
companies, accounting, securities issuances and other matters, including construction and operation of hydroelectric projects, 
and has the enforcement authority to assess civil penalties of up to $1 million per day for violations of rules, regulations and 
orders issued under the Federal Power Act. PacifiCorp and MidAmerican Energy have implemented programs to be fully 
compliant with the FERC regulations described below, including having instituted compliance monitoring procedures. 
MidAmerican Energy is also subject to regulation by the Nuclear Regulatory Commission (“NRC”) pursuant to the Atomic 
Energy Act of 1954, as amended (“Atomic Energy Act”), with respect to the operation of the Quad Cities Station. 
 

Wholesale Electricity and Capacity 
 
The FERC regulates PacifiCorp’s and MidAmerican Energy’s rates charged to wholesale customers for electricity, electric 
generation capacity and transmission services. Most of PacifiCorp’s and MidAmerican Energy’s electric wholesale sales and 
purchases take place under market-based rate pricing allowed by the FERC and are therefore subject to market volatility. 
 
The FERC conducts a triennial review of PacifiCorp’s and MidAmerican Energy’s market-based rate pricing authority in 
accordance with the schedule established in FERC Order No. 697. Each utility must demonstrate the lack of generation 
market power in order to charge market-based rates for sales of wholesale electricity and electric generation capacity in their 
respective balancing authority areas. PacifiCorp’s next triennial filing is due in June 2010 and MidAmerican Energy’s are 
due in June and December 2011. Under the FERC’s market-based rules, PacifiCorp and MidAmerican Energy must also file 
a notice of change in status upon the ownership or control of 100 MW of incremental generation. Following the filing by 
PacifiCorp of a change in status notice relating to new generation, the FERC in November 2007 confirmed that PacifiCorp 
does not have market power and may continue to charge market-based rates. PacifiCorp filed a change in status notice related 
to its acquisition of the 520-MW Chehalis natural gas-fired generating facility and the expected commercial operation of 
several new wind-powered generating facilities in October 2008, which is pending. In June 2008, MidAmerican Energy made 
its scheduled triennial filing which the FERC accepted in October 2008 and confirmed that MidAmerican Energy is 
authorized to sell at market-based rates outside of its balancing authority area. MidAmerican Energy made another required 
triennial filing combined with a change in status notice relating to new generation in December 2008, which is pending. 
 

Transmission 
 
The FERC regulates PacifiCorp’s and MidAmerican Energy’s wholesale transmission services. PacifiCorp and MidAmerican 
Energy are required each to provide open access transmission service at cost-based rates. The FERC also regulates unbundled 
transmission service to retail customers. These services are offered on a non-discriminatory basis, meaning that all potential 
customers are provided an equal opportunity to access the transmission system. The Company’s transmission businesses are 
managed and operated independently from its wholesale marketing businesses in accordance with the FERC Standards of 
Conduct. 
 
In FERC Order Nos. 890, 890-A and 890-B, the FERC adopted rules designed to strengthen the pro-forma OATT by 
providing greater specificity and increasing transparency. The most significant revisions to the pro forma OATT relate to the 
development of more consistent methodologies for calculating available transfer capability, changes to the transmission 
planning process, changes to the pricing of certain generator and energy imbalances to encourage efficient scheduling 
behavior and changes regarding long-term point-to-point transmission service, including the addition of conditional firm 
long-term point-to-point transmission service, and generation redispatch. As transmission providers with an OATT on file 
with the FERC, PacifiCorp and MidAmerican Energy are required to comply with the requirements of the new rule and each 
have made a series of compliance filings as required by the orders, some of which are still pending approval from the FERC, 
amending their respective OATT to implement the provisions of the new rule. The new rule is not anticipated to have a 
significant impact on PacifiCorp’s or MidAmerican Energy’s financial results or their transmission operations, planning and 
wholesale marketing functions. 
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The FERC has approved 88 reliability standards developed by the North American Electric Reliability Corporation (the 
“NERC”) and 8 regional variations developed by the WECC. Responsibility for compliance and enforcement of these 
standards has been given to the WECC for PacifiCorp and the Midwest Reliability Organization (the “MRO”) for 
MidAmerican Energy. The 88 standards comprise over 600 requirements and sub-requirements with which PacifiCorp and 
MidAmerican Energy must comply. PacifiCorp and MidAmerican Energy expect that these standards will change as a result 
of modifications, guidance and clarification following industry implementation and ongoing audits and enforcement. In 
January 2008, the FERC approved eight additional cyber security and critical infrastructure protection standards proposed by 
the NERC. The additional standards became mandatory and enforceable in April 2008. The Company cannot predict the 
effect that these standards will have on its consolidated financial results; however, they will likely require increased 
expenditures for cyber security and other systems for PacifiCorp’s and MidAmerican Energy’s critical assets and may have a 
significant impact on transmission operations and resource planning functions. During 2007, the WECC audited PacifiCorp’s 
compliance with several of the approved reliability standards. In April 2008, PacifiCorp received a notice of a preliminary 
non-public investigation from the FERC and the NERC to determine whether an outage that occurred in PacifiCorp’s 
transmission system in February 2008 involved any violations of reliability standards. In November 2008, PacifiCorp 
received preliminary findings from the FERC staff regarding its non-public investigation into the February 2008 outage. In 
November 2008, the FERC took over processing certain aspects of the WECC’s 2007 audit. PacifiCorp is analyzing the 
preliminary results of the audit and the preliminary results of the non-public investigation and, at this time, cannot predict the 
impact of the audit or the non-public investigation, if any, on its consolidated financial results. In September 2008, the MRO 
issued a public report to the NERC stating MidAmerican Energy was found to be 100% compliant with the 47 audited NERC 
and MRO standards based on a MRO on-site audit conducted in August 2008. 
 
Neither PacifiCorp nor MidAmerican Energy is part of a RTO. PacifiCorp, along with other private utilities and public power 
organizations throughout the Pacific Northwest and Western United States, is a member of the Northern Tier Transmission 
Group, which initially will conduct reliability and economic planning coordination for its members. MidAmerican Energy 
has hired an independent transmission system coordinator to administer various MidAmerican Energy OATT functions for 
transmission service and is evaluating participating in a RTO market. 
 

Hydroelectric Relicensing 
 
PacifiCorp’s Klamath hydroelectric system is the remaining hydroelectric generating facility actively engaged in the 
relicensing process with the FERC. PacifiCorp also has requested the FERC to allow decommissioning of certain 
hydroelectric systems. Most of PacifiCorp’s hydroelectric generating facilities are licensed by the FERC as major systems 
under the Federal Power Act, and certain of these systems are licensed under the Oregon Hydroelectric Act. Refer to Note 18 
of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for additional information regarding hydroelectric 
relicensing, and specifically related to the Klamath hydroelectric system. 
 

Northwest Power Act 
 
The Northwest Power Act, through the Residential Exchange Program, provides access to the benefits of low-cost federal 
hydroelectricity to the residential and small-farm customers of the region’s investor-owned utilities. The program is 
administered by the Bonneville Power Administration (the “BPA”) in accordance with federal law. Pursuant to agreements 
between the BPA and PacifiCorp, benefits from the BPA are passed through to PacifiCorp’s Oregon, Washington and Idaho 
residential and small-farm customers in the form of electricity bill credits. The Residential Exchange Program has been the 
subject of recent litigation and, as a result, has been modified by the BPA. PacifiCorp currently has authority from the OPUC 
to participate in the Residential Exchange Program through September 2011. Because these credits are passed through to 
PacifiCorp's customers, they do not significantly affect the Company's consolidated financial results. 
 

Nuclear Regulatory Commission 
 
MidAmerican Energy is subject to the jurisdiction of the NRC with respect to its license and 25% ownership interest in the 
Quad Cities Station. Exelon Generation, the operator and 75% owner of Quad Cities Station, is under contract with 
MidAmerican Energy to secure and keep in effect all necessary NRC licenses and authorizations. 
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The NRC regulates the granting of permits and licenses for the construction and operation of nuclear generating stations and 
regularly inspects such stations for compliance with applicable laws, regulations and license terms. Current licenses for the 
Quad Cities Station provide for operation until December 14, 2032. The NRC review and regulatory process covers, among 
other things, operations, maintenance, and environmental and radiological aspects of such stations. The NRC may modify, 
suspend or revoke licenses and impose civil penalties for failure to comply with the Atomic Energy Act, the regulations 
under such Act or the terms of such licenses. 
 
Federal regulations provide that any nuclear operating facility may be required to cease operation if the NRC determines 
there are deficiencies in state, local or utility emergency preparedness plans relating to such facility, and the deficiencies are 
not corrected. Exelon Generation has advised MidAmerican Energy that an emergency preparedness plan for Quad Cities 
Station has been approved by the NRC. Exelon Generation has also advised MidAmerican Energy that state and local plans 
relating to Quad Cities Station have been approved by the Federal Emergency Management Agency. 
 
MidAmerican Energy maintains financial protection against catastrophic loss associated with its interest in the Quad Cities 
Station through a combination of insurance purchased by Exelon Generation (the operator and joint owner of the Quad Cities 
Station), insurance purchased directly by MidAmerican Energy, and the mandatory industry-wide loss funding mechanism 
afforded under the Price-Anderson Amendments Act of 1988, which was amended and extended by the Energy Policy Act of 
2005. The general types of coverage are: nuclear liability, property coverage and nuclear worker liability. 
 

U.S. Mine Safety 
 
PacifiCorp’s mining operations are regulated by the federal Mine Safety and Health Administration (“MSHA”), which 
administers federal mine safety and health laws, regulations and state regulatory agencies. The Mine Improvement and New 
Emergency Response Act of 2006 (“MINER Act”), enacted in June 2006, amended previous mine safety and health laws to 
improve mine safety and health and accident preparedness. PacifiCorp is required to develop a written emergency response 
plan specific to each underground mine they operate. These plans must be updated and re-certified by MSHA every six 
months. It also requires every mine to have at least two rescue teams located within one hour, and it limits the legal liability 
of rescue team members and the companies that employ them. The MINER Act also increases civil and criminal penalties for 
violations of federal mine safety standards and gives MSHA the ability to institute a civil action for relief, including a 
temporary or permanent injunction, restraining order or other appropriate order against a mine operator who fails to pay the 
penalties or fines. 
 
U.S. Interstate Pipeline Subsidiaries 
 
The natural gas pipeline and storage operations of the Company’s U.S. interstate pipeline subsidiaries are regulated by the 
FERC, which administers, most significantly, the Natural Gas Act and the Natural Gas Policy Act of 1978. Under this 
authority, the FERC regulates, among other items, (i) rates, charges, terms and conditions of service, and (ii) the construction 
and operation of U.S. pipelines, storage and related facilities, including the extension, expansion or abandonment of such 
facilities. 
 
Northern Natural Gas continues to use a modified straight fixed variable rate design methodology, whereby substantially all 
fixed costs, including a return on invested capital and income taxes, are collected through reservation charges, which are paid 
by firm transportation and storage customers regardless of volumes shipped. Commodity charges, which are paid only with 
respect to volumes actually shipped, are designed to recover the remaining, primarily variable, cost. Kern River’s rates have 
historically been set using a “levelized cost-of-service” methodology so that the rate is constant over the contract period; 
however, rate design is the subject of Kern River’s current rate case before the FERC and may be subject to change as a 
result of the rate case outcome. This levelized cost of service has been achieved by using a FERC-approved depreciation 
schedule in which depreciation increases as interest expense decreases. 
 
FERC regulations also restrict each pipeline’s marketing affiliates’ access to U.S. interstate pipeline natural gas transmission 
customer data and place certain conditions on services provided by the U.S interstate pipelines to their marketing affiliates. 
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U.S. interstate natural gas pipelines are also subject to regulations by a federal agency within the United States Department of 
Transportation (“DOT”), pursuant to the Natural Gas Pipeline Safety Act of 1968, as amended (the “NGPSA”), which 
establishes safety requirements in the design, construction, operation and maintenance of interstate natural gas transportation 
facilities, and the PSIA, which implemented additional safety and pipeline integrity regulations for high consequence areas. 
The regulation also requires Northern Natural Gas and Kern River to complete certain inspections of their pipeline systems 
by December 17, 2012. Each pipeline is scheduled to have this work completed by December 2011. 
 
In addition to FERC and DOT regulation, certain operations are subject to oversight by state regulatory commissions. 
 
U.K. Electricity Distribution Companies 
 
Northern Electric and Yorkshire Electricity, as holders of electricity distribution licenses, are subject to regulation by the Gas 
and Electricity Markets Authority (“GEMA”). GEMA discharges certain of its powers through its staff within Ofgem. Each 
of fourteen licensed distribution network operators (“DNO”) distributes electricity from the national grid system to end use 
customers within their respective distribution service areas. 
 
DNOs are subject to price controls, enforced by Ofgem, that limit the revenues that may be recovered and retained from their 
electricity distribution activities. The regulatory regime that has been applied to electricity distributors in the UK encourages 
companies to look for efficiency gains in order to improve profits. The distribution price control formula also adjusts the 
revenue received by DNOs to reflect the rate of inflation (as measured by the retail price index), an increase or decrease in 
the number of units distributed and the number of end users, the quality of service delivered by the licensee’s distribution 
system and system losses (i.e., the difference between the number of units entering and leaving the licensee’s system). 
Currently, price controls are established every five years, although the formula has been, and may be, reviewed at the 
regulator’s discretion. The procedure and methodology adopted at a price control review are at the reasonable discretion of 
Ofgem. Historically, Ofgem’s judgment of the future allowed revenue of licensees has been based upon, among other things: 
 

• actual operating costs of each of the licensees; 

• pension deficiency payments of each of the licensees; 

• operating costs which each of the licensees would incur if it were as efficient as, in Ofgem’s judgment, the more 
efficient licensees; 

• taxes that each licensee is expected to pay; 

• regulatory value ascribed to and the allowance for depreciation related to the distribution network assets; 

• rate of return to be allowed on investment in the distribution network assets by all licensees; and 

• financial ratios of each of the licensees and the license requirement for each licensee to maintain an investment 
grade status. 

The current electricity distribution price control was agreed in December 2004, became effective April 2005 and is expected 
to continue through March 2010. Ofgem’s review of the formula to be applied from April 1, 2010 is currently underway. 
 
A number of incentive schemes also operate within the current price control period to encourage DNOs to provide an 
appropriate quality of service to end users with specified payments to be made for failures to meet prescribed standards of 
service. The aggregate of these payments is uncapped, but may be excused in certain prescribed circumstances that are 
generally beyond the control of the DNO. 
 
Ofgem also monitors DNO compliance with license conditions and enforces the remedies resulting from any breach of 
condition. License conditions include the prices and terms of service, financial strength of the DNO, the provision of 
information to Ofgem and the public, as well as maintaining transparency, non-discrimination and avoidance of cross-subsidy 
in the provision of such services. Ofgem also monitors and enforces certain duties of a DNO set out in the Electricity Act of 
1989 including the duty to develop and maintain an efficient, coordinated and economical system of electricity distribution. 
Under the Utilities Act 2000, the regulators are able to impose financial penalties on DNOs who contravene any of their 
license duties or certain of their duties under the Electricity Act 1989, as amended, or who are failing to achieve a satisfactory 
performance in relation to the individual standards prescribed by GEMA. Any penalty imposed must be reasonable and may 
not exceed 10% of the licensee’s revenue. 
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Independent Power Projects 
 
Foreign 
 
The Philippine Congress has passed the Electric Power Industry Reform Act of 2001 (“EPIRA”), which is aimed at 
restructuring the Philippine power industry, privatizing the National Power Corporation and introducing a competitive 
electricity market, among other initiatives. The implementation of EPIRA may impact the Company’s future operations in the 
Philippines and the Philippine power industry as a whole, the effect of which is not yet known as changes resulting from 
EPIRA are ongoing. 
 
Domestic 
 
Both the Cordova and Power Resources Projects are Exempt Wholesale Generators (“EWG”) under the Energy Policy Act 
while the remaining domestic projects are currently certified as Qualifying Facilities (“QF”) under the Public Utility 
Regulatory Policies Act of 1978 (“PURPA”). Both EWGs and QFs are generally exempt from compliance with extensive 
federal and state regulations that control the financial structure of an electric generating plant and the prices and terms at 
which electricity may be sold by the facilities. In addition, both Cordova and Yuma Cogeneration Associates have obtained 
authority from the FERC to sell their power using market-based rates. 
 
EWGs are permitted to sell capacity and electricity only in the wholesale markets, not to end users. Additionally, utilities are 
required to purchase electricity produced by QFs at a price that does not exceed the purchasing utility’s “avoided cost” and to 
sell back-up power to the QFs on a non-discriminatory basis. Avoided cost is defined generally as the price at which the 
utility could purchase or produce the same amount of power from sources other than the QF on a long-term basis. The Energy 
Policy Act eliminated the purchase requirement for utilities with respect to new contracts under certain conditions. New QF 
contracts are also subject to FERC rate filing requirements, unlike QF contracts entered into prior to the Energy Policy Act. 
FERC regulations also permit QFs and utilities to negotiate agreements for utility purchases of power at rates other than the 
utilities’ avoided cost. 
 
Residential Real Estate Brokerage Company 
 
HomeServices is regulated by the U.S. Department of Housing and Urban Development (“HUD”), most significantly under 
the Real Estate Settlement Procedures Act (“RESPA”), and by state agencies where it operates. RESPA primarily governs the 
real estate settlement process by mandating all parties fully inform borrowers about all closing costs, lender servicing and 
escrow account practices, and business relationships between closing service providers and other parties to the transaction. In 
November 2008, as a result of a rulemaking proceeding initiated earlier in the year the HUD adopted a new RESPA rule that 
updated procedures and forms, enhanced notice and communication requirements and further clarified the scope of business 
relationships among closing service providers. The Company does not believe the new rule will materially affect 
HomeServices’ ability to do business. 
 
Environmental Regulation 
 
MEHC and its energy subsidiaries, like other energy companies, are subject to federal, state, local, and foreign laws and 
regulations with regard to air and water quality, renewable portfolio standards, climate change, hazardous and solid waste 
disposal and other environmental matters and are subject to zoning and other regulation by local authorities. These laws and 
regulations are subject to a range of interpretation which may ultimately be resolved by the courts. In addition to imposing 
continuing compliance obligations, these laws and regulations authorize the imposition of substantial penalties for 
noncompliance including fines, injunctive relief and other sanctions. The Company believes it is in material compliance with 
all laws and regulations. The most significant environmental laws and regulations affecting the Company include: 
 

• The federal Clean Air Act, as well as state laws and regulations impacting air emissions, including State 
Implementation Plans (“SIPs”) related to existing and new national ambient air quality standards. Rules issued by 
the United States Environmental Protection Agency (“EPA”) and certain states require substantial reductions in 
sulfur dioxide (“SO2”) and nitrogen oxide (“NOx”) emissions beginning in 2009 and extending through 2018. The 
Company has already installed certain emission control technology and is taking other measures to comply with 
required reductions. Refer to the Clean Air Standards section below for additional discussion regarding this topic. 
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• The federal Water Pollution Control Act (“Clean Water Act”) and individual state clean water laws regulate cooling 
water intake structures and discharges of wastewater, including storm water runoff. The Company believes that it 
currently has, or has initiated the process to receive, all required water quality permits. Refer to the Water Quality 
Standards section below for additional discussion regarding this topic. 

• The federal Comprehensive Environmental Response, Compensation and Liability Act and similar state laws, which 
may require any current or former owners or operators of a disposal site, as well as transporters or generators of 
hazardous substances sent to such disposal site, to share in environmental remediation costs. Refer to Note 18 of 
Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K for additional information 
regarding environmental contingencies. 

• The Nuclear Waste Policy Act of 1982, under which the U.S. Department of Energy is responsible for the selection 
and development of repositories for, and the permanent disposal of, spent nuclear fuel and high-level radioactive 
wastes. The federal Surface Mining Control and Reclamation Act of 1977 and similar state statutes establish 
operational, reclamation and closure standards that must be met during and upon completion of mining activities. 
Refer to Note 14 of Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K for additional 
information regarding nuclear decommissioning and mine reclamation obligations. 

• The FERC oversees the relicensing of existing hydroelectric systems and is also responsible for the oversight and 
issuance of licenses for new construction of hydroelectric systems, dam safety inspections and environmental 
monitoring. Refer to Note 18 of Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K 
for additional information regarding the relicensing of certain of PacifiCorp’s existing hydroelectric facilities. 

Refer to the Liquidity and Capital Resources section of Item 7 of this Form 10-K for additional information regarding 
planned capital expenditures related to environmental regulation.  
 
Clean Air Standards 
 
The Clean Air Act provides a framework for protecting and improving the nation’s air quality and controlling mobile and 
stationary sources of air emissions. The major Clean Air Act programs, which most directly affect the Company’s electric 
generating facilities, are briefly described below. Many of these programs are implemented and administered by the states, 
which can impose additional, more stringent requirements. 
 
National Ambient Air Quality Standards 
 
The EPA implements national ambient air quality standards for ozone and fine particulate matter, as well as for other criteria 
pollutants that set the minimum level of air quality for the United States. Areas that achieve the standards, as determined by 
ambient air quality monitoring, are characterized as being in attainment, while those that fail to meet the standards are 
designated as being nonattainment areas. Generally, sources of emissions in a nonattainment area are required to make 
emissions reductions. A new, more stringent standard for fine particulate matter became effective in December 2006. This 
standard was appealed to the United States Court of Appeals for the District of Columbia Circuit (“D.C. Circuit”). On 
February 24, 2009, the D.C. Circuit ruled that the EPA had failed to adequately explain why the annual fine particulate matter 
standard set at 15 micrograms per cubic meter was sufficiently protective of public health and remanded the rule for further 
review of the standard. The existing rule will remain in place until the EPA takes further action. Air quality modeling and 
preliminary air quality monitoring data indicate the counties in Washington, Oregon, Montana, Wyoming, Colorado, Utah 
and Arizona, where PacifiCorp’s major emission sources are located, are in attainment of the current ambient air quality 
standards. In December 2008, the EPA notified the state of Iowa that portions of Scott County, where MidAmerican Energy’s 
Riverside coal-fired generating facility is located, and Muscatine County, adjacent to Louisa County, where MidAmerican 
Energy’s Louisa coal-fired generating facility is located, did not meet the December 2006 24-hour fine particulate matter 
standard based on monitoring data from 2005 to 2007; however, based on monitoring data from 2006 to 2008, the 24-hour 
fine particulate matter standard was met. The Iowa Department of Natural Resources will be required to develop and 
implement a plan to reduce the emissions that form fine particulates. Until such time as the Iowa Department of Natural 
Resources develops the plan, it cannot be determined what impact the non-attainment designation may have on the operation 
of MidAmerican Energy’s facilities. 
 
In March 2008, the EPA issued final rules to strengthen the national ambient air quality standard for ground level ozone, 
lowering the standard to 0.075 parts per million from 0.08 parts per million. States have until March 2009 to characterize 
their attainment status, and the EPA’s determinations regarding non-attainment will be made by March 2010 with SIPs due in 
2013. Until the EPA makes its final attainment designations, the impact of any new standards on PacifiCorp and 
MidAmerican Energy will not be known. 
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Regulated Air Pollutants 
 
In 2005, the EPA promulgated the Clean Air Mercury Rule (“CAMR”) which would have regulated mercury emissions from 
coal-fired power plants through the use of a cap-and-trade system beginning in 2010, with reductions of approximately 70% 
when fully implemented in 2018. The CAMR was overturned by the United States Court of Appeals for the District of 
Columbia Circuit in February 2008. The EPA petitioned the United States Supreme Court for review of the lower court’s 
decision in October 2008. On February 6, 2009, the EPA withdrew its petition for review before the United States Supreme 
Court and on February 23, 2009, the Supreme Court dismissed the petition. The EPA has indicated it plans to propose a new 
mercury rule that will require coal-fired power plants to utilize Maximum Achievable Control Technology, rather than a cap-
and-trade mechanism, to reduce mercury emissions. As a result, PacifiCorp’s and MidAmerican Energy’s coal-fired facilities 
may be required to install controls to reduce mercury emissions at each of their facilities rather than making cost-effective 
mercury emission reductions through a combination of controls and allowances. Depending on the scope and timing of these 
reduction requirements, as well as the availability and effectiveness of controls, the new rules could impose additional costs 
on PacifiCorp and MidAmerican Energy for control of mercury emissions above the costs anticipated under the CAMR. 
 
In March 2005, the EPA released the final Clean Air Interstate Rule (“CAIR”), calling for reductions of SO2 and NOx 
emissions in the Eastern United States through, at each state’s option, a market-based cap-and-trade system, emission 
reductions, or both because of contributions to downwind nonattainment of the fine particulate matter and ozone standards. 
The SO2 and NOx emissions reductions were planned to be accomplished in two phases, in 2009-2010 and 2015. However, in 
July 2008, the D.C. Circuit held that the CAIR was fatally flawed and vacated the rule, remanding it to the EPA to consider 
which states are included in CAIR based on their contribution to nonattainment and neighboring states’ emission reductions 
to contributions to nonattainment in addition to distributing allowances appropriately. In September 2008, the EPA and others 
filed a petition for rehearing to the full court of the CAIR. In December 2008, the court granted the EPA’s petition to remand 
the matter without vacating the rule to the EPA to conduct further proceedings consistent with its prior opinion that the CAIR 
is fatally flawed and must be revised. The court concluded that, notwithstanding the flaws of the CAIR, it should remain in 
effect until it is replaced by a new rule. As a result of the court’s ruling, MidAmerican Energy and other utilities in the 
Eastern United States have an obligation to comply with the NOx provisions of the CAIR effective on January 1, 2009, and 
with the SO2 provisions of the CAIR effective January 1, 2010, until such time as the EPA promulgates a new rule. 
PacifiCorp’s generation facilities are not subject to the CAIR. Under the CAIR, a market for trading SO2 and NOx emission 
credits had developed. As a result of the uncertainties created by the court’s ruling and the indefinite nature of the existing 
CAIR, the cost and availability of NOx allowances is subject to market conditions.  
 
Emissions reductions could be made more stringent by current or future regulatory and legislative proposals at the federal or 
state levels that would result in significant reductions of SO2, NOX and mercury, as well as carbon dioxide and other gases 
that may affect global climate change. 
 
Regional Haze 
 
The EPA has initiated a regional haze program intended to improve visibility at specific federally protected areas. Some of 
PacifiCorp’s and MidAmerican Energy’s generating facilities meet the threshold applicability criteria under the Clean Air 
Visibility Rules. In accordance with the federal requirements, states were required to submit SIPs by December 2007 to 
demonstrate reasonable progress toward achieving natural visibility conditions in certain Class I areas by requiring emission 
controls, known as best available retrofit technology, on sources with emissions that are anticipated to cause or contribute to 
impairment of visibility. Iowa submitted its SIP to the EPA and suggested that the emission reductions already made by 
MidAmerican Energy and additional reductions that will be made under the CAIR place the state in the position that no 
further reductions should be required. Wyoming has not yet submitted its SIP and is continuing to review the planned 
emission reductions at PacifiCorp’s Wyoming generating facilities. Utah submitted its SIP and suggested that the emission 
reduction projects planned by PacifiCorp are sufficient to meet its initial emission reduction requirements. In January 2009, 
the EPA made a finding that 37 states, including Wyoming, had failed to file a SIP that met some or all of the basic program 
requirements under the regional haze program. As a result, Wyoming has two years from January 2009 to file and obtain 
EPA approval of a SIP that meets all of the regional haze program requirements or the state will be subject to a federal 
implementation plan, with the EPA administering the regional haze program. PacifiCorp believes that its planned emission 
reduction projects will satisfy the regional haze requirements in Utah and Wyoming; however, it is possible that some 
additional controls may be required once the respective SIPs have been submitted or that the timing of the installation of 
planned controls could be changed.  
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New Source Review 
 
Under existing New Source Review (“NSR”) provisions of the Clean Air Act, any facility that emits regulated pollutants is 
required to obtain a permit from the EPA or a state regulatory agency prior to (1) beginning construction of a new major 
stationary source of an NSR-regulated pollutant, or (2) making a physical or operational change to an existing stationary 
source of such pollutants that increases certain levels of emissions, unless the changes are exempt under the regulations 
(including routine maintenance, repair and replacement of equipment). In general, projects subject to NSR regulations are 
subject to pre-construction review and permitting under the Prevention of Significant Deterioration (“PSD”) provisions of the 
Clean Air Act. Under the PSD program, a project that emits threshold levels of regulated pollutants must undergo a “best 
available control technology” analysis and evaluate the most effective emissions controls. These controls must be installed in 
order to receive a permit. Violations of NSR regulations, which may be alleged by the EPA, states and environmental groups, 
among others, potentially subject a utility to material fines and other sanctions and remedies including requiring installation 
of enhanced pollution controls and funding supplemental environmental projects. 
 
As part of an industry-wide investigation to assess compliance with the NSR and PSD provisions, the EPA has requested 
from numerous utilities information and supporting documentation regarding their capital projects for various generating 
facilities. Between 2001 and 2003, PacifiCorp and MidAmerican Energy responded to requests for information relating to 
their capital projects at their generating facilities. PacifiCorp has been engaged in periodic discussions with the EPA over 
several years regarding PacifiCorp’s historical projects and their compliance with NSR and PSD provisions. There are 
currently no outstanding data requests at MidAmerican Energy pending from the EPA. An NSR enforcement case against 
another utility has been decided by the United States Supreme Court, holding that an increase in the annual emissions of a 
generating facility, when combined with a modification (i.e., a physical or operational change), may trigger NSR permitting. 
PacifiCorp cannot predict the outcome of its discussions with the EPA at this time; however, PacifiCorp could be required to 
install additional emissions controls, and incur additional costs and penalties, in the event it is determined that PacifiCorp’s 
historic projects did not meet all regulatory requirements. 
 
Numerous changes have been proposed to the NSR rules and regulations over the last several years. These changes, 
withdrawals of proposed changes, differing interpretations by the EPA and the courts, and the recent change in 
administration, create risk and uncertainty for regulated entities in complying with NSR requirements when permitting new 
projects and installing emission controls at existing facilities. MEHC's subsidiaries monitor these changes and interpretations 
to ensure permitting activities are conducted in accordance with the applicable requirements.  
 
Renewable Portfolio Standards 
 
The renewable portfolio standards (“RPS”) described below could significantly impact the Company’s financial results. 
Resources that meet the qualifying electricity requirements under the RPS vary from state-to-state. Each state’s RPS requires 
some form of compliance reporting and the Company can be subject to penalties in the event of non-compliance. 
 
In November 2006, Washington voters approved a ballot initiative establishing a RPS requirement for qualifying electric 
utilities, including PacifiCorp. The requirements are 3% of retail sales by January 1, 2012 through 2015, 9% of retail sales by 
January 1, 2016 through 2019 and 15% of retail sales by January 1, 2020. The WUTC has adopted final rules to implement 
the initiative. The Company expects to be able to recover its costs of complying with the RPS, either through rate cases or an 
adjustment mechanism. 
 
In June 2007, the Oregon Renewable Energy Act (the “OREA”) was adopted, providing a comprehensive renewable energy 
policy for Oregon. Subject to certain exemptions and cost limitations established in the OREA, PacifiCorp and other 
qualifying electric utilities must meet minimum qualifying electricity requirements for electricity sold to retail customers of 
at least 5% in 2011 through 2014, 15% in 2015 through 2019, 20% in 2020 through 2024, and 25% in 2025 and subsequent 
years. As required by the OREA, the OPUC has approved an automatic adjustment clause to allow an electric utility, 
including PacifiCorp, to recover prudently incurred costs of its investments in renewable energy generating facilities and 
associated transmission costs. The OPUC and the Oregon Department of Energy have undertaken additional rulemaking 
proceedings to further implement the initiative. The Company expects to be able to recover its costs of complying with the 
RPS through the automatic adjustment mechanism. 
 
California law requires electric utilities to increase their procurement of renewable resources by at least 1% of their annual 
retail electricity sales per year so that 20% of their annual electricity sales are procured from renewable resources by no later 
than December 31, 2010. In May 2008, PacifiCorp and other small multi-jurisdictional utilities (“SMJU”) received further 
guidance from the CPUC on the treatment of SMJUs in the California RPS program. In August 2008, concurrent with its 
annual RPS compliance filing, PacifiCorp, joined by another SMJU, filed a Joint Motion for Review of the decision, 
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including banking of RPS procurement made while it awaited further guidance from the CPUC on the treatment of SMJUs 
during the 2004-2006 period. PacifiCorp noted, among other things, on this filing that its interpretation is consistent with the 
CPUC guidance and best serves the interests of its customers by recognizing past, good faith efforts to comply with 
California’s RPS program beginning January 1, 2004. PacifiCorp is currently awaiting the CPUC’s response to the Joint 
Motion for Review. Absent further direction from the CPUC on treatment of SMJUs, the Company cannot predict the impact 
of the California RPS on its financial results. 
 
In March 2008, Utah’s governor signed Utah Senate Bill 202, “Energy Resource and Carbon Emission Reduction Initiative.” 
Among other things, this law provides that, beginning in the year 2025, 20% of adjusted retail electric sales of all Utah 
utilities be supplied by renewable energy, if it is cost effective. Retail electric sales will be adjusted by deducting the amount 
of generation from sources that produce zero or reduced carbon emissions, and for sales avoided as a result of energy 
efficiency and demand-side management programs. Qualifying renewable energy sources can be located anywhere in the 
WECC areas, and renewable energy credits can be used. PacifiCorp expects to be able to recover its costs of complying with 
the law, either through rate cases or adjustment mechanisms. 
 
Climate Change 
 
As a result of increased attention to global climate change in the United States, there are significant future environmental 
regulations under consideration to increase the deployment of clean energy technologies and regulate emissions of 
greenhouse gas at the state, regional and federal levels. Congress and federal policy makers are considering climate change 
legislation and a variety of national climate change policies. President Obama has expressed support for an economy-wide 
greenhouse gas cap-and-trade program that would reduce emissions 80% below 1990 levels by 2050. Alternatively, or in 
conjunction with a cap, policy makers have discussed the possibility of imposing a tax on greenhouse gas emissions. Given 
the strong interest and support in reducing greenhouse gas emissions, the Company’s electric generating facilities are likely 
to be subject to regulation of greenhouse gas emissions within the next several years. 
 
In addition, nongovernmental organizations have become more active in initiating citizen suits under existing environmental 
and other laws and the EPA issued an advanced notice of proposed rulemaking in 2008 to consider issues associated with 
regulating greenhouse gas emissions under the Clean Air Act. The United States Supreme Court has ruled that the EPA has 
the authority under the Clean Air Act to regulate emissions of greenhouse gases from motor vehicles and that the EPA must 
make a determination relating to the danger posed by greenhouse gas emissions. Furthermore, pending cases that address the 
potential public nuisance from greenhouse gas emissions from electricity generators and the EPA’s failure to regulate 
greenhouse gas emissions from new and existing coal-fired generating facilities are expected to become active. While debate 
continues at the national level over the direction of domestic climate policy, several states have developed state-specific laws 
or regional legislative initiatives to reduce greenhouse gas emissions that are expected to impact PacifiCorp, MidAmerican 
Energy, and other MEHC energy subsidiaries, including:  
 

• The Western Regional Climate Action Initiative (“Western Climate Initiative”), a comprehensive regional effort to 
reduce greenhouse gas emissions by 15% below 2005 levels by 2020 through a cap-and-trade program that includes 
the electricity sector. The Western Climate Initiative includes the states of Arizona, California, Montana, New 
Mexico, Oregon, Utah and Washington and the provinces of British Columbia, Manitoba, Ontario and Quebec. The 
state and provincial partners have agreed to begin reporting greenhouse gas emissions in 2011 for emissions that 
occur in 2010. The first phase of the cap-and-trade program will begin on January 1, 2012.  

 
• An executive order signed by California’s governor in June 2005 would reduce greenhouse gas emissions in that 

state to 2000 levels by 2010, to 1990 levels by 2020 and 80% below 1990 levels by 2050. In addition, California has 
adopted legislation that imposes a greenhouse gas emission performance standard to all electricity generated within 
the state or delivered from outside the state that is no higher than the greenhouse gas emission levels of a state-of-
the-art combined-cycle natural gas-fired generating facility, as well as legislation that adopts an economy-wide cap 
on greenhouse gas emissions to 1990 levels by 2020. 
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• The Washington and Oregon governors enacted legislation in May 2007 and August 2007, respectively, establishing 
economy-wide goals for the reduction of greenhouse gas emissions in their respective states. Washington’s goals 
seek to, (i) by 2020, reduce emissions to 1990 levels; (ii) by 2035, reduce emissions to 25% below 1990 levels; and 
(iii) by 2050, reduce emissions to 50% below 1990 levels, or 70% below Washington’s forecasted emissions in 
2050. Oregon’s goals seek to, (i) by 2010, cease the growth of Oregon greenhouse gas emissions; (ii) by 2020, 
reduce greenhouse gas levels to 10% below 1990 levels; and (iii) by 2050, reduce greenhouse gas levels to at least 
75% below 1990 levels. Each state’s legislation also calls for state government developed policy recommendations 
in the future to assist in the monitoring and achievement of these goals. The impact of the enacted legislation on the 
Company cannot be determined at this time. 

 
• In Iowa, legislation enacted in 2007 requires the Iowa Climate Change Advisory Council (“ICCAC”), a 23-member 

group appointed by the Iowa governor, to develop scenarios designed to reduce statewide greenhouse gas emissions, 
including one scenario that would reduce emissions by 50% by 2050, and submit its recommendations to the 
legislature. The ICCAC also developed a second scenario to reduce greenhouse gas emissions by 90% with 
reductions in both scenarios from 2005 emission levels. In January 2009, the ICCAC presented to the Iowa governor 
and legislature 56 policy options to consider to achieve greenhouse gas reductions, including enhanced energy 
efficiency programs and increased renewable generation.  

 
• In November 2007, the Iowa governor signed the Midwest Greenhouse Gas Accord and the Energy Security and 

Climate Stewardship Platform for the Midwest. The signatories to the platform were other Midwestern states that 
agreed to implement a regional cap-and-trade system for greenhouse gas emissions by May 2010. Current advisory 
group recommendations include the assessment of 2020 emission reduction targets of 15%, 20% and 25% below 
2005 levels and a 2050 target of 60% to 80% below 2005 levels. In addition, the accord calls for the participating 
states to collectively meet at least 2% of regional annual retail sales of natural gas and electricity through energy 
efficiency improvements by 2015 and continue to achieve an additional 2% in efficiency improvements every year 
thereafter. 

 
• The Regional Greenhouse Gas Initiative, a mandatory, market-based effort to reduce greenhouse gas emissions in 

ten Northeastern and Mid-Atlantic states and requires, beginning in 2009, the reduction of CO2 emissions from the 
power sector by 10% by 2018.  

 
In addition to pending legislative proposals to regulate greenhouse gas emissions, in July 2008, the EPA issued an advance 
notice of proposed rulemaking presenting information relevant to, and soliciting public comment on, how to respond to the 
United States Supreme Court’s decision in Massachusetts v. EPA in which the United States Supreme Court ruled that the 
Clean Air Act authorizes regulation of greenhouses gases because they meet the definition of an air pollutant under the Clean 
Air Act, given the potential ramifications of a decision to regulate such emissions under the existing Clean Air Act 
framework. 
 
MEHC’s energy subsidiaries are currently subject to specific greenhouse gas-related requirements, including the requirement 
for CalEnergy’s natural gas-fueled Saranac facility to hold and submit allowances for its greenhouse gas emissions in 
accordance with the Regional Greenhouse Gas Initiative. Certain company facilities are subject to mandatory greenhouse gas 
reporting requirements in California, Washington and Oregon. California, Washington and Oregon also require the 
consideration of greenhouse gas emissions in new resource decisions through the establishment of greenhouse gas emissions 
performance standards and the requirement for mitigation of greenhouse gas emissions in conjunction with the addition of 
new emitting resources. 
 
MEHC’s subsidiaries believe in implementing public policy to address climate change in a manner that informs all 
constituents of cost ramifications and attempts to minimize such costs. The Company believes that research and development 
must be undertaken on a large scale and in a coordinated manner to obtain technologies that reduce carbon emissions while 
still providing reasonably priced energy and that the development and deployment of low-carbon electricity technologies 
must precede the imposition of significant emission reduction requirements or taxes or fees on emissions. MEHC subsidiaries 
continue to add renewable and low-carbon electric capacity to their generation portfolios in an effort to reduce the carbon 
intensity of their generating capacity. From 2005 to 2008, through the addition of lower-carbon and renewable generation 
resources, PacifiCorp reduced the CO2 intensity of its combined electricity generation portfolio by 11% while increasing the 
number of MWh generated by 17%. From 2000 to 2008, through the addition of lower-carbon and renewable generation 
resources, MidAmerican Energy, reduced the CO2 intensity of its combined electricity generation portfolio by 14% while 
increasing the number of MWh generated by 43%. In addition, PacifiCorp and MidAmerican Energy have engaged in several 
voluntary programs designed to reduce or avoid greenhouse gas emissions, including the EPA’s sulfur hexafluoride reduction 
program, refrigerator recycling programs, and the EPA landfill methane outreach program. PacifiCorp is a member of the 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 38

California Climate Action Registry and The Climate Registry, under which it reports and certifies its greenhouse gas 
emissions. MidAmerican Energy and Northern Natural Gas are also founding members of The Climate Registry under which 
they will voluntarily report their greenhouse gas emissions. 
 
Climate change may cause physical and financial risk through, among other things, sea level rise, changes in precipitation 
and extreme weather events. Energy needs may increase or decrease, based on overall changes in weather. Availability of 
resources to generate electricity, such as water for hydroelectric production and cooling purposes, may also be impacted by 
climate change and could influence the Company’s existing and future electricity generation portfolio. These issues may have 
a direct impact on the costs of electricity production and increase the price paid by customers for electricity. 
 
Legislative and regulatory responses to climate change have the potential to create financial risk. Adoption of early and 
stringent limits on greenhouse gas emissions could significantly adversely impact the Company’s current and future fossil-
fueled facilities, and therefore, its financial results. To the extent that PacifiCorp and MidAmerican Energy are not allowed 
by their regulators or cannot otherwise recover the costs incurred to comply with climate change requirements, these 
requirements could have a material adverse impact on the Company’s financial results. Costs of compliance with 
environmental and other regulatory requirements are historically recovered in rates but risk regulatory lag. Although the 
Company does not make policy and does not take a position on the scientific aspects of climate change, it supports an 
informed dialogue on climate change and intends to implement actions to comply with any new legislation or regulation. The 
impact of any pending judicial proceedings and any pending or enacted federal and state climate change legislation and 
regulation cannot be determined at this time; however, adoption of stringent limits on greenhouse gas emissions could 
significantly adversely impact the Company’s current and future fossil-fueled generating facilities, and, therefore, its 
financial results. 
 
Water Quality Standards 
 
The Clean Water Act establishes the framework for maintaining and improving water quality in the United States through a 
program that regulates, among other things, discharges to and withdrawals from waterways. The Clean Water Act requires 
that cooling water intake structures reflect the “best technology available for minimizing adverse environmental impact” to 
aquatic organisms. In July 2004, the EPA established significant new national technology-based performance standards for 
existing electric generating facilities that take in more than 50 million gallons of water per day. These rules are aimed at 
minimizing the adverse environmental impacts of cooling water intake structures by reducing the number of aquatic 
organisms lost as a result of water withdrawals. In response to a legal challenge to the rule, in January 2007, the United States 
Court of Appeals for the Second Circuit (“Second Circuit”) remanded almost all aspects of the rule to the EPA, leaving 
companies with cooling water intake structures uncertain regarding compliance with these requirements. Petitions for 
certiorari are pending before the United States Supreme Court regarding the Second Circuit’s decision to remand the rule to 
the EPA. The United States Supreme Court will consider whether §316(b) of the Clean Water Act authorizes the EPA to 
compare costs with benefits in determining “best technology available for minimizing adverse environmental impact” at 
cooling water intake structures. Compliance and the potential costs of compliance, therefore, cannot be ascertained until such 
time as the United States Supreme Court’s decision is rendered or further action is taken by the EPA. Currently, PacifiCorp’s 
Dave Johnston Plant and all of MidAmerican Energy’s coal-fired generating facilities, except Louisa, Ottumwa and Walter 
Scott, Jr. Unit 4, which have water cooling towers, exceed the 50 million gallons of water per day intake threshold. In the 
event that PacifiCorp’s or MidAmerican Energy’s existing intake structures require modification or alternative technology 
required by new rules, expenditures to comply with these requirements could be significant. 
 
Ash Disposal 
 
In December 2008, an ash impoundment dike at the Tennessee Valley Authority’s Kingston power plant collapsed after 
heavy rain, releasing a significant amount of fly ash and bottom ash, coal combustion byproducts, and water to the 
surrounding area. In light of this incident, federal and state officials have called for greater regulation of coal combustion 
storage and disposal. PacifiCorp and MidAmerican Energy operate coal ash impoundments and, in January 2008, made 
voluntary commitments under an industry action plan to disposal restrictions, monitoring and reporting of coal combustion 
products that exceed requirements under current law. These ash impoundments could be impacted by additional regulation 
and could pose additional costs associated with ash management and disposal activities at the Company’s coal-fired 
generating facilities. The impact of any new regulations on coal combustion products cannot be determined at this time. 
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Item 1A. Risk Factors 
 
We are subject to certain risks in our business operations which are described below. Careful consideration of these risks, 
together with all of the other information included in this annual report and the other public information filed by us, should be 
made before making an investment decision. The risks and uncertainties described below are not the only ones we face. 
Additional risks and uncertainties not presently known or that are currently deemed immaterial may also impair our business 
operations. 
 
Our Corporate and Financial Structure Risks 

 
We are a holding company and depend on distributions from subsidiaries, including joint ventures, to meet our 
obligations. 

 
We are a holding company with no material assets other than the stock of our subsidiaries and joint ventures, collectively 
referred to as our subsidiaries. Accordingly, cash flows and the ability to meet our obligations are largely dependent upon the 
earnings of our subsidiaries and the payment of such earnings to us in the form of dividends, loans, advances or other 
distributions. Our subsidiaries are separate and distinct legal entities and have no obligation, contingent or otherwise, to pay 
amounts due pursuant to our senior and subordinated debt securities or to make funds available to us, whether by dividends, 
loans or other payments, for payment of our other obligations, and they do not guarantee the payment of any of our 
obligations. Distributions from subsidiaries may also be limited by: 

• their respective earnings, capital requirements, and required debt and preferred stock payments; 

• the satisfaction of certain terms contained in financing, ring-fencing or organizational documents; and 

• regulatory restrictions which limit the ability of our regulated utility subsidiaries to distribute profits. 

 
We are substantially leveraged, the terms of our senior and subordinated debt do not restrict the incurrence of additional 
indebtedness by us or our subsidiaries, and our senior and subordinated debt is structurally subordinated to the 
indebtedness of our subsidiaries, each of which could have an adverse impact on our financial results. 

 
A significant portion of our capital structure is debt and we expect to incur additional indebtedness in the future to fund 
acquisitions, capital investments or the development and construction of new or expanded facilities. As of December 31, 
2008, we had the following outstanding obligations: 

• senior indebtedness of $5.12 billion; 

• subordinated indebtedness of $1.32 billion, consisting of $234 million of trust preferred securities held by third 
parties and $1.09 billion held by Berkshire Hathaway and its affiliates; and 

• guarantees and letters of credit in respect of subsidiary and equity investment indebtedness aggregating 
$91 million. 

Our consolidated subsidiaries also have significant amounts of outstanding indebtedness, which totaled $12.95 billion as of 
December 31, 2008. These amounts exclude (i) trade debt or preferred stock obligations, (ii) letters of credit in respect of 
subsidiary indebtedness, and (iii) our share of the outstanding indebtedness of our own or our subsidiaries’ equity 
investments. 
 
Given our substantial leverage, we may not generate sufficient cash to service our debt. Our leverage could also limit our 
ability to finance future acquisitions, develop and construct additional projects, or operate successfully under adverse 
conditions, including those brought on by declining national and global economies and unfavorable financial markets, such as 
those experienced in the United States in 2008. Our leverage could also impair our credit quality or the credit quality of our 
subsidiaries, making it more difficult to finance operations or issue future indebtedness on favorable terms, and could result 
in a downgrade in debt ratings by credit rating agencies. 
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The terms of our senior and subordinated debt do not limit our ability or the ability of our subsidiaries to incur additional debt 
or issue preferred stock. Accordingly, we or our subsidiaries could enter into acquisitions, new financings, refinancings, 
recapitalizations or other highly leveraged transactions that could significantly increase our or our subsidiaries’ total amount 
of outstanding debt. The interest payments needed to service this increased level of indebtedness could adversely affect our 
financial results. Further, if an event of default accelerates a repayment obligation and such acceleration results in an event of 
default under some or all of our other indebtedness, we may not have sufficient funds to repay all of the accelerated 
indebtedness, and the other risks described under “Our Corporate and Financial Structure Risks” may be magnified as well. 
 
Because we are a holding company, the claims of our senior and subordinated debt holders are structurally subordinated with 
respect to the assets and earnings of our subsidiaries. Therefore, the rights of our creditors to participate in the assets of any 
subsidiary in the event of a liquidation or reorganization are subject to the prior claims of the subsidiary’s creditors and 
preferred shareholders. In addition, a significant amount of the stock or assets of our operating subsidiaries is directly or 
indirectly pledged to secure their financings and, therefore, may be unavailable as potential sources of repayment of our 
senior and subordinated debt. 
 
A downgrade in our credit ratings or the credit ratings of our subsidiaries could negatively affect our or our subsidiaries’ 
access to capital, increase the cost of borrowing or raise energy transaction credit support requirements. 

 
Our senior unsecured long-term debt is rated investment grade by various rating agencies. We cannot assure that our senior 
unsecured long-term debt will continue to be rated investment grade in the future. Although none of our outstanding debt has 
rating-downgrade triggers that would accelerate a repayment obligation, a credit rating downgrade would increase our 
borrowing costs and commitment fees on the revolving credit agreements, perhaps significantly. In addition, we would likely 
be required to pay a higher interest rate in future financings, and the potential pool of investors and funding sources would 
likely decrease. Further, access to the commercial paper market, the principal source of short-term borrowings, could be 
significantly limited resulting in higher interest costs. 
 
Similarly, any downgrade or other event negatively affecting the credit ratings of our subsidiaries could make their costs of 
borrowing higher or access to funding sources more limited, which in turn could cause us to provide liquidity in the form of 
capital contributions or loans to such subsidiaries, thus reducing our and our subsidiaries’ liquidity and borrowing capacity. 
 
Most of our large customers, suppliers and counterparties require sufficient creditworthiness in order to enter into 
transactions, particularly in the wholesale energy markets. If our credit ratings or the credit ratings of our subsidiaries were to 
decline, especially below investment grade, operating costs would likely increase because counterparties may require a letter 
of credit, collateral in the form of cash-related instruments or some other security as a condition to further transactions with 
us or our subsidiaries. 
 
Our majority shareholder, Berkshire Hathaway, could exercise control over us in a manner that would benefit Berkshire 
Hathaway to the detriment of our creditors. 

 
Berkshire Hathaway is our majority owner and has control over all decisions requiring shareholder approval, including the 
election of our directors. In circumstances involving a conflict of interest between Berkshire Hathaway and our creditors, 
Berkshire Hathaway could exercise its control in a manner that would benefit Berkshire Hathaway to the detriment of our 
creditors. 
 
Our Business Risks 

 
Much of our growth has been achieved through acquisitions, and additional acquisitions may not be successful. 

 
Much of our growth has been achieved through acquisitions. Future acquisitions may range from buying individual assets to 
the purchase of entire businesses. We will continue to investigate and pursue opportunities for future acquisitions that we 
believe may increase shareholder value and expand or complement existing businesses. We may participate in bidding or 
other negotiations at any time for such acquisition opportunities which may or may not be successful. Any transaction that 
does take place may involve consideration in the form of cash, debt or equity securities. 
 
Completion of any acquisition entails numerous risks, including, among others, the: 

• failure to complete the transaction for various reasons, such as the inability to obtain the required regulatory 
approvals, materially adverse developments in the potential acquiree’s business or financial condition or 
successful intervening offers by third parties; 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 41

• failure of the combined business to realize the expected benefits or to meet regulatory commitments; and  

• need for substantial additional capital and financial investments. 

An acquisition could cause an interruption of, or loss of momentum in, the activities of one or more of our businesses. The 
diversion of management’s attention and any delays or difficulties encountered in connection with the approval and 
integration of the acquired operations could adversely affect our combined businesses and financial results and could impair 
our ability to realize the anticipated benefits of the acquisition.  
 
We cannot assure that future acquisitions, if any, or any related integration efforts will be successful, or that our ability to 
repay our obligations will not be adversely affected by any future acquisitions. 
 
We and our regulated businesses are subject to extensive regulations and legislation that affect their operations and costs. 
These regulations and laws are complex, dynamic and subject to change. 

 
We and our businesses are subject to numerous regulations and laws enforced by regulatory agencies. In the United States, 
these regulatory agencies include, among others, the FERC, the EPA, the NRC, and the DOT. In addition, our domestic 
utility subsidiaries are subject to state utility regulation in each state in which they operate. In the United Kingdom, these 
regulatory agencies include, among others, GEMA, which discharges certain of its powers through its staff within Ofgem. 
 
Regulations affect almost every aspect of our business and limit our ability to independently make and implement 
management decisions regarding, among other items, business combinations, constructing, acquiring or disposing of 
operating assets, setting rates charged to customers, establishing capital structures and issuing debt or equity securities, 
engaging in transactions between our domestic utilities and other subsidiaries and affiliates, and paying dividends. 
Regulations are subject to ongoing policy initiatives and we cannot predict the future course of changes in laws, regulations 
and orders, or the ultimate effect that regulatory changes may have on us. However, such changes could materially impact 
our financial results. For example, such changes could result in, but are not limited to, increased retail competition within our 
subsidiaries’ service territories; new environmental requirements, including the implementation of RPS and greenhouse gas 
emission reduction goals; implementation of energy efficiency mandates; the acquisition by a municipality of our 
subsidiaries’ distribution facilities (by negotiation, legislation or condemnation or by a vote in favor of a public utility district 
under Oregon law); or a negative impact on our subsidiaries’ current transportation and cost recovery arrangements, 
including income tax recovery. 
 
Federal and state energy regulation changes are one of the more challenging aspects of managing utility operations. New and 
expanded regulations imposed by policy makers, court systems, and industry restructuring have imposed changes on the 
industry. The following are examples of changes to our regulatory environment that have impacted us: 

• Energy Policy Act of 2005 - In the United States, the Energy Policy Act impacts many segments of the energy 
industry. The U.S. Congress granted the FERC additional authority in the Energy Policy Act which expanded 
its role from a regulatory body to an enforcement agency. To implement the law, the FERC adopted new 
regulations and issued regulatory decisions addressing electric system reliability, electric transmission planning, 
operation, expansion and pricing, regulation of utility holding companies, and enforcement authority, including 
the ability to assess civil penalties of up to $1 million per day per violation for non-compliance. The FERC has 
essentially completed its implementation of the Energy Policy Act and the emphasis of its recent decisions is on 
reporting and compliance. In that regard, the FERC has vigorously exercised its enforcement authority by 
imposing significant civil penalties for violations of its rules and regulations. For example, as a result of past 
events affecting electric reliability, the Energy Policy Act requires federal agencies, working together with non-
governmental organizations charged with electric reliability responsibilities, to adopt and implement measures 
designed to ensure the reliability of electric transmission and distribution systems. Since the adoption of the 
Energy Policy Act, the FERC has approved numerous electric reliability, cyber security and critical 
infrastructure protection standards developed by the NERC. A transmission owner’s reliability compliance 
issues with these and future standards could result in financial penalties. In FERC Order No. 693, the FERC 
implemented its authority to impose penalties of up to $1 million per day per violation for failure to comply 
with electric reliability standards. The adoption of these and future electric reliability standards has imposed 
more comprehensive and stringent requirements on us and our public utility subsidiaries, which has increased 
compliance costs. It is possible that the cost of complying with these and any additional standards adopted in 
the future could adversely affect our financial results.  
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• FERC Orders – The FERC has issued a series of orders to encourage competition in natural gas markets, the 
expansion of existing pipelines and the construction of new pipelines and to foster greater competition in 
wholesale power markets by reducing barriers to entry in the provision of transmission service. As a result of 
FERC Order Nos. 636 and 637, in the natural gas markets, LDCs and end-use customers have additional 
choices in this more competitive environment and may be able to obtain service from more than one pipeline to 
fulfill their natural gas delivery requirements. Any new pipelines that are constructed could compete with our 
pipeline subsidiaries to service customer needs. Increased competition could reduce the volumes of gas 
transported by our pipeline subsidiaries or, in the absence of long-term fixed rate contracts, could force our 
pipeline subsidiaries to lower their rates to remain competitive. This could adversely affect our pipeline 
subsidiaries’ financial results. In FERC Order Nos. 888, 889, 890, 890-A and 890-B, the FERC required electric 
utilities to adopt a proforma OATT by which transmission service would be provided on a just, reasonable and 
not unduly discriminatory or preferential basis. The rules adopted by these orders promote transparency and 
consistency in the administration of the OATT, increase the ability of customers to access new generating 
resources and promote efficient utilization of transmission by requiring an open, transparent and coordinated 
transmission planning process. Together with the increased reliability standards required of transmission 
providers, the costs of operating the transmission system and providing transmission service have increased and, 
to the extent such increased costs are not recovered in rates charged to customers, they could adversely affect 
our financial results. 

• Hydroelectric Relicensing – Currently, the Klamath hydroelectric system, whose operating license has expired 
and is operating on annual licenses, is engaged in the FERC relicensing process. Through negotiations with 
relicensing stakeholders, disposition of the relicensing process and a path toward dam transfer and removal by a 
third party may occur as an alternative to relicensing. Hydroelectric relicensing is a political and public 
regulatory process involving sensitive resource issues and uncertainties. We cannot predict with certainty the 
requirements (financial, operational or otherwise) that may be imposed by relicensing, the economic impact of 
those requirements, and whether new licenses will ultimately be issued or whether PacifiCorp will be willing to 
meet the relicensing requirements to continue operating its hydroelectric generating facilities. Loss of 
hydroelectric resources or additional commitments arising from relicensing could adversely affect our financial 
results. 

 
In addition to the foregoing examples, the new Obama administration has stated that many aspects of energy and the 
environment, including renewable resources and climate change, will be a key component of its policy agenda. We cannot 
predict what actions the administration may take, the laws or regulations that may be adopted or the ultimate effect that any 
of these may have on us, however, such effect could materially impact our financial results. 
 
Our subsidiaries are subject to numerous environmental, health, safety and other laws, regulations and other 
requirements that could adversely affect our financial results. 

 
Operational Standards 

 
Our subsidiaries are subject to numerous environmental, health, safety and other laws, regulations and requirements affecting 
many aspects of their present and future operations, including, among others: 

• the EPA’s CAIR, which established cap-and-trade programs to reduce SO2, and NOx, emissions starting in 2009 
to address alleged contributions to downwind non-attainment with the revised National Ambient Air Quality 
Standards;  

• the implementation of federal and state renewable portfolio standards;  

• other laws or regulations that establish or could establish standards for greenhouse gas emissions, water quality, 
wastewater discharges, solid waste and hazardous waste; 

• the DOT regulations, effective in 2004, that establish mandatory inspections for all natural gas transmission 
pipelines in high-consequence areas within 10 years. These regulations require pipeline operators to implement 
integrity management programs, including more frequent inspections, and other safety protections in areas 
where the consequences of potential pipeline accidents pose the greatest risk to life and property; and 

• the provisions of the Mine Improvement and New Emergency Response Act of 2006 to improve underground 
coal mine safety and emergency preparedness. 
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These and related laws, regulations and orders generally require our subsidiaries to obtain and comply with a wide variety of 
environmental licenses, permits, inspections and other approvals.  
 
Compliance with environmental, health, safety, and other laws, regulations and other requirements can require significant 
capital and operating expenditures, including expenditures for new equipment, inspection, cleanup costs, damages arising out 
of contaminated properties, and fines, penalties and injunctive measures affecting operating assets for failure to comply with 
environmental regulations. Compliance activities pursuant to regulations could be prohibitively expensive. As a result, some 
facilities may be required to shut down or alter their operations. Further, our subsidiaries may not be able to obtain or 
maintain all required environmental regulatory approvals for their operating assets or development projects. Delays in or 
active opposition by third parties to obtaining any required environmental or regulatory permits, failure to comply with the 
terms and conditions of the permits or increased regulatory or environmental requirements may increase costs or prevent or 
delay our subsidiaries from operating their facilities, developing new facilities, expanding existing facilities or favorably 
locating new facilities. If our subsidiaries fail to comply with all applicable environmental requirements, they may be subject 
to penalties and fines or other sanctions. The costs of complying with current or new environmental, health, safety and other 
laws, regulations and other requirements could adversely affect our financial results. Not being able to operate existing 
facilities or develop new electric generating facilities to meet customer energy needs could require our subsidiaries to 
increase their purchases of power from the wholesale markets which could increase market and price risks and adversely 
affect our financial results. Proposals for voluntary initiatives and mandatory controls are being discussed both in the United 
States and worldwide to reduce so-called ‘‘greenhouse gases’’ such as carbon dioxide (a by-product of burning fossil fuels), 
methane (the primary component of natural gas) and methane leaks from pipelines. These actions could result in increased 
costs to (i) operate and maintain our facilities, (ii) install new emission controls on our facilities and (iii) administer and 
manage any greenhouse gas emissions program. These actions could also increase the demand for natural gas, causing 
increased natural gas prices, thereby adversely affecting our operations. 
 

Site Clean-up and Contamination 
 

Environmental, health, safety and other laws, regulations and requirements also impose obligations to remediate 
contaminated properties or to pay for the cost of such remediation, often by parties that did not actually cause the 
contamination. Our subsidiaries are generally responsible for on-site liabilities, and in some cases off-site liabilities, 
associated with the environmental condition of their assets, including power generating facilities and electric and natural gas 
transmission and distribution assets that our subsidiaries have acquired or developed, regardless of when the liabilities arose 
and whether they are known or unknown. In connection with acquisitions, we or our subsidiaries may obtain or require 
indemnification against some environmental liabilities. If our subsidiaries incur a material liability, or the other party to a 
transaction fails to meet its indemnification obligations, our subsidiaries could suffer material losses. Our subsidiaries have 
established reserves to recognize their estimated obligations for known remediation liabilities, but such estimates may change 
materially over time. PacifiCorp is required to fund its portion of the costs of mine reclamation at its coal mining operations, 
which include principally site restoration. Also, MidAmerican Energy is required to fund its portion of the costs of 
decommissioning the Quad Cities Station, when it is retired from service, which may include site remediation or 
decontamination. In addition, future events, such as changes in existing laws or policies or their enforcement, or the 
discovery of currently unknown contamination, may give rise to additional remediation liabilities that may be material. 
 
Recovery of costs by our regulated subsidiaries is subject to regulatory review and approval, and the inability to recover 
costs may adversely affect their financial results. 

 
Public Utility Subsidiaries – State Rate Proceedings 

 
Two of our regulated subsidiaries, PacifiCorp and MidAmerican Energy, establish rates for their regulated retail service 
through state regulatory proceedings. These proceedings typically involve multiple parties, including government bodies and 
officials, consumer advocacy groups and various consumers of energy, who have differing concerns, but who generally have 
the common objective of limiting rate increases. Decisions are subject to appeal, potentially leading to additional uncertainty 
associated with the approval proceedings. 
 
Each state sets retail rates based in part upon the state utility commission’s acceptance of an allocated share of total utility 
costs. When states adopt different methods to calculate interjurisdictional cost allocations, some costs may not be 
incorporated into rates of any state. Rate making is also generally done on the basis of estimates of normalized costs, so if a 
given year’s realized costs are higher than normalized costs, rates will not be sufficient to cover those costs. Each state utility 
commission generally sets rates based on a test year established in accordance with that commission’s policies. Certain states 
use a future test year or allow for escalation of historical costs, while other states use a historical test year. Use of a historical 
test year may cause regulatory lag, which results in our utilities incurring costs, including significant new investments, for 
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which recovery through rates is delayed. State regulatory commissions also decide the allowed rate of return we will be given 
an opportunity to earn on our equity investment. In addition, they also decide the allowed levels of expense and investment 
that they deem is just and reasonable in providing service. The state regulatory commissions may disallow recovery in rates 
for any costs that do not meet such standard.  
 
In Iowa, MidAmerican Energy has agreed not to seek a general increase in electric base rates to become effective prior to 
January 1, 2014 unless its Iowa jurisdictional electric return on equity for any year falls below 10%. MidAmerican Energy 
expects to continue to make significant capital expenditures to maintain and improve the reliability of its generation, 
transmission and distribution facilities, to reduce emissions and to support new business and customer growth. As a result, 
MidAmerican Energy’s financial results may be adversely affected if it is not able to deliver electricity in a cost-efficient 
manner and is unable to offset inflation and the cost of infrastructure investments with costs savings or additional sales.  
 
In certain states, PacifiCorp and MidAmerican Energy are not permitted to pass through energy cost increases in their electric 
rates without a general rate case. Any significant increase in fuel costs for electricity generation or purchased power costs 
could have a negative impact on PacifiCorp or MidAmerican Energy, despite efforts to minimize this impact through future 
general rate cases or the use of hedging instruments. Any of these consequences could adversely affect our financial results. 
 
While rate regulation is premised on providing a fair opportunity to obtain a reasonable rate of return on invested capital, the 
state regulatory commissions do not guarantee that we will be able to realize a reasonable rate of return. 
 

Public Utility Subsidiaries – FERC Jurisdiction 
 

The FERC establishes cost-based tariffs under which both PacifiCorp and MidAmerican Energy provide transmission 
services to wholesale markets and retail markets in states that allow retail competition. The FERC also has responsibility for 
approving both cost- and market-based rates under which both these companies sell electricity at wholesale and has licensing 
authority over most of PacifiCorp’s hydroelectric generating facilities. The FERC may impose price limitations, bidding rules 
and other mechanisms to address some of the volatility of these markets or may (pursuant to pending or future proceedings) 
revoke or restrict the ability of our public utility subsidiaries to sell electricity at market-based rates, which could adversely 
affect our financial results. The FERC may also impose substantial civil penalties for any non-compliance with the Federal 
Power Act and the FERC’s rules and orders. 
 

Interstate Pipelines 
 

The FERC also has jurisdiction over the construction and operation of pipelines and related facilities used in the 
transportation, storage and sale of natural gas in interstate commerce, including the modification or abandonment of such 
facilities and rates, charges and terms and conditions of service for the transportation of natural gas in interstate commerce. 
The FERC was granted expanded market transparency authority under § 23 of the Natural Gas Act (the “NGA”), a section 
added to the NGA by the Energy Policy Act of 2005. The FERC has adopted additional reporting and internet posting 
requirements for natural gas pipelines and buyers and sellers of natural gas, including revisions to the FERC Form No. 2 and 
the new FERC Form 552, an annual report of aggregate volumes of gas sales and purchases at wholesale. The FERC has 
closed an inquiry into the methodology for rate recovery by natural gas pipelines of fuel and lost and unaccounted-for gas 
costs and while not taking any action, the FERC expressed its support for an amendment to the NGA that would provide it 
with the authority to order refunds in connection with its review of interstate pipeline transportation rates. 
 
Rates established for our U.S. interstate natural gas transmission and storage operations at Northern Natural Gas and Kern 
River are subject to the FERC’s regulatory authority. The rates the FERC authorizes these companies to charge their 
customers may not be sufficient to cover the costs incurred to provide services in any given period. These pipelines, from 
time to time, have in effect rate settlements approved by the FERC which prevent them or third parties from modifying rates, 
except for allowed adjustments, for certain periods. These settlements do not preclude the FERC from initiating a separate 
proceeding under the NGA to modify the rates. It is not possible to determine at this time whether any such actions would be 
instituted or what the outcome would be, but such proceedings could result in rate adjustments. 
 

U.K. Electricity Distribution  
 

Northern Electric and Yorkshire Electricity, as holders of electricity distribution licenses, are subject to regulation by GEMA. 
Most of the revenue of the electricity DNO is controlled by a distribution price control formula set out in the electricity 
distribution license. The price control formula does not directly constrain profits from year to year, but is a control on 
revenue that operates independently of most of the DNO’s costs. It has been the practice of Ofgem, to review and reset the 
formula at five-year intervals, although the formula has been, and may be, reviewed at other times at the discretion of Ofgem. 
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The current five-year cost control period became effective on April 1, 2005. A resetting of the formula requires the consent of 
the DNO; however, license modifications may be unilaterally imposed by Ofgem without such consent following review by 
the British competition commission. GEMA is able to impose financial penalties on DNOs who contravene any of their 
electricity distribution license duties or certain of their duties under British law, or fail to achieve satisfactory performance of 
individual standards prescribed by GEMA. Any penalty imposed must be reasonable and may not exceed 10% of the DNO’s 
revenue. During the term of the price control, additional costs have a direct impact on the financial results of Northern 
Electric and Yorkshire Electricity. 
 
Through subsidiaries and joint ventures, we are actively pursuing, developing and constructing new or expanded 
facilities, the completion and expected cost of which is subject to significant risk, and our subsidiaries and joint ventures 
have significant funding needs related to their planned capital expenditures. 

 
Through subsidiaries and joint ventures, we are continuing to develop and construct new or expanded facilities. We expect 
that these subsidiaries and joint ventures will incur substantial annual capital expenditures over the next several years. 
Expenditures could include, among others, amounts for new coal-fired, natural gas, nuclear and wind powered electric 
generating facilities, electric transmission or distribution projects, environmental control and compliance systems, gas storage 
facilities, new or expanded pipeline systems, as well as the continued maintenance of the installed asset base. 
 
Development and construction of major facilities are subject to substantial risks, including fluctuations in the price and 
availability of commodities, manufactured goods, equipment, labor and other items over a multi-year construction period, as 
well as the economic viability of our suppliers. These risks may result in higher than expected costs to complete an asset and 
place it in service. Such costs may not be recoverable in the regulated rates or market prices our subsidiaries are able to 
charge their customers. It is also possible that additional generation needs may be obtained through power purchase 
agreements, which could increase long-term purchase obligations and force reliance on the operating performance of a third 
party. The inability to successfully and timely complete a project, avoid unexpected costs or to recover any such costs could 
adversely affect our financial results. 
 
Furthermore, our subsidiaries and joint ventures depend upon both internal and external sources of liquidity to provide 
working capital and to fund capital requirements. If we do not provide needed funding to our subsidiaries and joint ventures 
and the subsidiaries and joint ventures are unable to obtain funding from external sources, they may need to postpone or 
cancel planned capital expenditures. 
 
Failure to construct these planned projects could limit opportunities for revenue growth, increase operating costs and 
adversely affect the reliability of electric service to our customers. For example, if PacifiCorp is not able to expand its 
existing generating facilities it may be required to enter into long-term electricity procurement contracts or procure electricity 
at more volatile and potentially higher prices in the spot markets to support growing retail loads. 
 
The current disruptions in the financial markets could affect our and our subsidiaries’ ability to obtain debt financing, 
draw upon or renew existing credit facilities and have other adverse effects on us and our subsidiaries. 
 
The U.S. and global credit markets have experienced historic dislocations and liquidity disruptions that have caused financing 
to be unavailable in many cases. These circumstances have materially impacted liquidity in the bank and capital debt 
markets, making financing terms less attractive for borrowers who are able to find financing, and in many cases have resulted 
in the unavailability of certain types of debt financing. In addition, many large financial institutions have experienced 
financial difficulties with some unable to survive as independent institutions and others filing for bankruptcy protection. 
These conditions may continue to impact the number of financial institutions able to provide credit. It is also possible that 
these financial institutions may not be able to provide previously arranged funding under revolving credit facilities or other 
arrangements like those that we and our subsidiaries have established as potential sources of liquidity for working capital and 
to fund capital requirements. For example, several of our revolving credit facility agreements have been reduced due to the 
Lehman Brothers Holdings Inc. bankruptcy filing in September 2008. Continued uncertainty in the credit markets may 
negatively impact our and our subsidiaries’ ability to access funds on favorable terms or at all. If we or our subsidiaries were 
to need to access funds but are unable to do so, that failure could have a material adverse effect on our financial condition and 
results of operations. 
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Our subsidiaries are exposed to credit risk of counterparties with whom they do business and failure of their significant 
customers to perform under or to renew their contracts, or failure to obtain new customers for expanded capacity, could 
adversely affect our financial results. 

 
Certain of our subsidiaries are dependent upon a relatively small number of customers for a significant portion of their 
revenues. For example: 

• a significant portion of our pipeline subsidiaries’ capacity is contracted under long-term agreements, and our 
pipeline subsidiaries are dependent upon relatively few customers for a substantial portion of their revenues;  

• PacifiCorp and MidAmerican Energy rely on their wholesale customers to fulfill their commitments and pay for 
energy delivered to them on a timely basis;  

• our U.K. utility electricity distribution businesses are dependent upon a relatively small number of retail 
suppliers; and 

• generally, a single power purchaser takes energy from each of our non-utility generating facilities. 
 

Adverse economic conditions or other events affecting counterparties with whom our subsidiaries conduct business could 
impair the ability of these counterparties to pay for services or fulfill their contractual obligations, or cause them to delay or 
reduce such payments to our subsidiaries. Our subsidiaries depend on these counterparties to remit payments on a timely 
basis. Some suppliers and customers have been experiencing deteriorating credit quality over the course of 2008, and we 
continue to monitor these parties to attempt to reduce the impact of any potential counterparty default. Any delay or default 
in payment or limitation on the subsidiaries to negotiate alternative arrangements could adversely affect our financial results. 
 
Our subsidiaries also have certain long-term arrangements for which if they are unable to renew, remarket, or find 
replacements, our and their sales volumes and revenues would be exposed to reduction and increased volatility. For example, 
without the benefit of long-term transportation agreements, we cannot assure that our pipeline subsidiaries will be able to 
transport gas at efficient capacity levels. Similarly, without long-term power purchase agreements, we cannot assure that our 
regulated subsidiaries and our unregulated power generators will be able to operate profitably. Failure to maintain existing 
long-term agreements or secure new long-term agreements could adversely affect our financial results. 
 
The replacement of any existing long-term agreements depends on market conditions and other factors that may be beyond 
our subsidiaries’ control.  
 
 A significant decrease in demand for natural gas or electricity in the markets served by our subsidiaries’ pipeline and gas 
distribution systems would significantly decrease our operating revenues and thereby adversely affect our business and 
financial results. 

 
A sustained decrease in demand for natural gas or electricity in the markets served by our subsidiaries would significantly 
reduce our operating revenue and adversely affect our financial results. Factors that could lead to a decrease in market 
demand include, among others: 

• a recession or other adverse economic condition, including the significant adverse changes in the economy and 
credit markets in 2008 which may continue into future periods, that results in a lower level of economic activity 
or reduced spending by consumers on natural gas or electricity; 

• an increase in the market price of natural gas or electricity or a decrease in the price of other competing forms 
of energy; 

• efforts by customers, legislators and regulators to reduce consumption of energy through various conservation 
and energy efficiency measures and programs; 

• higher fuel taxes or other governmental or regulatory actions that increase, directly or indirectly, the cost of 
natural gas or the fuel source for electricity generation or that limit the use of natural gas or the generation of 
electricity from fossil fuels; and 

• a shift to more energy-efficient or alternative fuel machinery or an improvement in fuel economy, whether as a 
result of technological advances by manufacturers, legislation mandating higher fuel economy or lower 
emissions, price differentials, incentives or otherwise. 
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Our subsidiaries are subject to market risk, counterparty performance risk and other risks associated with wholesale 
energy markets.  

 
In general, wholesale market risk is the risk of adverse fluctuations in the market price of wholesale electricity and fuel, 
including natural gas and coal, which is compounded by volumetric changes affecting the availability of or demand for 
electricity and fuel. PacifiCorp and MidAmerican Energy purchase electricity and fuel in the open market or pursuant to 
short-term or variable-priced contracts as part of their normal operating businesses. If market prices rise, especially in a time 
when larger than expected volumes must be purchased at market or short-term prices, PacifiCorp or MidAmerican Energy 
may incur significantly greater expense than anticipated. Likewise, if electricity market prices decline in a period when 
PacifiCorp or MidAmerican Energy is a net seller of electricity in the wholesale market, PacifiCorp or MidAmerican Energy 
will earn less revenue.  
 
Wholesale electricity prices in PacifiCorp’s service areas are influenced primarily by factors throughout the Western United 
States relating to supply and demand. Those factors include the adequacy of generating capacity, scheduled and unscheduled 
outages of generating facilities, hydroelectric generation levels, prices and availability of fuel sources for generation, 
disruptions or constraints to transmission facilities, weather conditions, economic growth and changes in technology. 
Volumetric changes are caused by unanticipated changes in generation availability and/or changes in customer loads due to 
the weather, electricity prices, the economy, regulations or customer behavior. Although PacifiCorp plans for resources to 
meet its current and expected retail and wholesale load obligations, PacifiCorp is a net buyer of electricity during peak 
periods and therefore, its energy costs may be adversely impacted by market risk. In addition, PacifiCorp may not be able to 
timely recover all, if any, of those increased costs unless the state regulators authorize such recovery. 
 
MidAmerican Energy’s total accredited net generating capability exceeds its historical peak load. As a result, in comparison 
to PacifiCorp, which relies to a significant extent on purchased power to satisfy its peak load, MidAmerican Energy has less 
exposure to wholesale electricity market price fluctuations. The actual amount of generation capacity available at any time, 
however, may be less than the accredited capacity due to regulatory restrictions, transmission constraints, contractual 
commitments to third parties, fuel restrictions and generating units being temporarily out of service for inspection, 
maintenance, refueling, modifications or other reasons. In such circumstances, MidAmerican Energy may need to purchase 
energy in the wholesale markets and it may not recover in rates all of the additional costs that may be associated with such 
purchases. Most of MidAmerican Energy’s electric wholesale sales and purchases take place under market-based pricing 
allowed by the FERC and are therefore subject to market volatility, including price fluctuations.  
 
PacifiCorp and MidAmerican Energy are also exposed to risks related to performance of contractual obligations by wholesale 
suppliers and customers. These risks have increased as a result of the current recessionary environment and many companies’ 
weakened financial condition. Each utility relies on suppliers to deliver commodities, primarily natural gas, coal and 
electricity, in accordance with short- and long-term contracts. Failure or delay by suppliers to provide these commodities 
pursuant to existing contracts could disrupt the delivery of electricity and require the utilities to incur additional expenses to 
meet customer needs. In addition, when these contracts terminate, the utilities may be unable to purchase the commodities on 
terms equivalent to the terms of current contracts. 
 
PacifiCorp and MidAmerican Energy rely on wholesale customers to take delivery of the energy they have committed to 
purchase and to pay for the energy on a timely basis. Failure of customers to take delivery may require these subsidiaries to 
find other customers to take the energy at lower prices than the original customers committed to pay. At certain times of the 
year, prices paid by PacifiCorp and MidAmerican Energy for energy needed to satisfy their customers’ energy needs may 
exceed the amounts they receive through rates from these customers. If our wholesale customers are unable to pay us for 
energy or hedging transactions, it may have a significant adverse impact on our cash flows. If the strategy used to minimize 
these risk exposures is ineffective or if PacifiCorp’s or MidAmerican Energy’s wholesale customers’ financial condition 
deteriorates as a result of recent economic conditions causing them to be unable to pay them, significant losses could result. 
 
The deterioration in the credit quality of certain wholesale suppliers and customers of PacifiCorp and MidAmerican Energy 
as a result of the adverse economic changes experienced in 2008 could have an adverse impact on their ability to perform 
their contractual obligations and which in turn could have an adverse impact on our financial results. 
 
Inflation and changes in commodity prices and fuel transportation costs may adversely affect our financial results. 

 
Inflation may affect our businesses by increasing both operating and capital costs. As a result of existing rate agreements and 
competitive price pressures, our subsidiaries may not be able to pass the costs of inflation on to their customers. If our 
subsidiaries are unable to manage cost increases or pass them on to their customers, our financial results could be adversely 
affected. 
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Our subsidiaries have a multitude of long-term agreements of varying duration that are material to the operation of their 
businesses, such as power purchase, coal and gas supply and transportation contracts, and the failure to maintain, renew or 
replace these agreements on similar terms and conditions could increase our exposure to changes in prices, thereby increasing 
the volatility of our financial results. For example, each of our electric utilities currently has contracts of varying durations 
for the supply and transportation of coal for much of their existing generation capacity, although PacifiCorp obtains some of 
its coal supply from mines owned or leased by it. When these contracts expire or if they are not honored, we may not be able 
to purchase or transport coal on terms as favorable as the current contracts. We have similar exposures regarding the market 
price of natural gas. Changes in the cost of coal or natural gas supply and transportation and changes in the relationship 
between such costs and the market price of power will affect our financial results. Since the sales price we receive for power 
may not change at the same rate as our coal or natural gas supply and transportation costs, we may be unable to pass on the 
changes in costs to our customers. In addition, the overall prices we charge our retail customers in some jurisdictions are 
capped and our fuel recovery mechanisms in other states are frozen for various periods of time or have been eliminated. 
 
Our public utility subsidiaries’ financial results may be adversely affected if they are unable to obtain adequate, reliable 
and affordable access to transmission service. 

 
Our public utility subsidiaries depend on transmission facilities owned and operated by other utilities to transport electricity 
and natural gas to both wholesale and retail markets, as well as natural gas purchased to supply some of our subsidiaries’ 
electric generating facilities. If adequate transmission is unavailable, our subsidiaries may be unable to purchase and sell and 
deliver products. Such unavailability could also hinder our subsidiaries from providing adequate or economical electricity or 
natural gas to their wholesale and retail electric and gas customers and could adversely impact their financial results. 
 
The different regional power markets have varying and dynamic regulatory structures, which could affect our businesses’ 
growth and performance. In addition, the independent system operators who oversee the transmission systems in regional 
power markets have imposed in the past, and may impose in the future, price limitations and other mechanisms to counter 
volatility in the power markets. These types of price limitations and other mechanisms may adversely impact the financial 
results of our utilities. 
 
Our operating results may fluctuate on a seasonal and quarterly basis and may be adversely affected by weather. 

 
The sale of electric power and natural gas are generally seasonal businesses. In most parts of the United States and other 
markets in which our subsidiaries operate, demand for electricity peaks during the hot summer months when cooling needs 
are higher. Market prices for electric supply also generally peak at that time. In other areas, demand for electricity peaks 
during the winter. In addition, demand for gas and other fuels generally peaks during the winter when heating needs are 
higher. This is especially true in Northern Natural Gas’ market area and MidAmerican Energy’s retail gas business. Further, 
extreme weather conditions such as heat waves or winter storms could cause these seasonal fluctuations to be more 
pronounced. Periods of low rainfall or snow-pack may also impact electric generation at PacifiCorp’s hydroelectric systems. 
 
As a result, the overall financial results of our subsidiaries may fluctuate substantially on a seasonal and quarterly basis. We 
have historically sold less power, and consequently earned less income, when weather conditions are mild. Unusually mild 
weather in the future may adversely affect our financial results through lower revenues or margins. Conversely, unusually 
extreme weather conditions could increase our costs to provide power and could adversely affect our financial results. 
Furthermore, during or following periods of low rainfall or snowpack, PacifiCorp may obtain substantially less electricity 
from hydroelectric generating facilities and must purchase greater amounts of electricity from the wholesale market or from 
other sources at market prices. Additionally, both PacifiCorp and MidAmerican Energy have added substantial wind-powered 
generation capacity which is a climate dependent resource resulting in a variable production output that may at times affect 
the amount of energy available for sale or purchase. The extent of fluctuation in financial results may change depending on a 
number of factors related to our subsidiaries’ regulatory environment and contractual agreements, including their ability to 
recover power costs, the existence of revenue sharing provisions and terms of the power sale contracts. 
 
Our subsidiaries are subject to operating uncertainties that could adversely affect our financial results. 

 
The operation of complex electric and gas utility (including generation, transmission and distribution) systems, pipelines or 
power generating facilities that are spread over large geographic areas involves many operating uncertainties and events 
beyond our control. These potential events include the breakdown or failure of power generation equipment, compressors, 
pipelines, transmission and distribution lines or other equipment or processes, unscheduled generating facility outages, 
strikes, lockouts or other labor-related actions, shortage of qualified labor, transmission and distribution system constraints or 
outages, fuel shortages or interruptions, unavailability of critical equipment, materials and supplies, low water flows and 
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other weather-related impacts, performance below expected levels of output, capacity or efficiency, operator error and 
catastrophic events such as severe storms, fires, earthquakes, explosions or mining accidents. A casualty occurrence might 
result in injury or loss of life, extensive property damage or environmental damage. Any of these risks or other operational 
risks could significantly reduce or eliminate our subsidiaries’ revenues or significantly increase their expenses, thereby 
reducing the availability of distributions to us. For example, if our subsidiaries cannot operate their electric or natural gas 
facilities at full capacity due to damage caused by a catastrophic event, their revenues could decrease due to decreased sales 
and their expenses could increase due to the need to obtain energy from more expensive sources. Further, we self-insure 
many risks and current and future insurance coverage may not be sufficient to replace lost revenue or cover repair and 
replacement costs. Any reduction of revenues for such reason, or any other reduction of our subsidiaries’ revenues or increase 
in their expenses resulting from the risks described above could adversely affect our financial results. 
 
Potential terrorist activities or military or other actions could adversely affect our financial results. 

 
The continued threat of terrorism since September 11, 2001 and the impact of military and other actions by the United States 
and its allies has led to increased political, economic and financial market instability and has subjected our subsidiaries’ 
operations to increased risks. The United States government has issued warnings that energy assets, specifically pipeline, 
nuclear generation and other electric utility infrastructure are potential targets for terrorist organizations. Political, economic 
or financial market instability or damage to the operating assets of our subsidiaries, customers or suppliers may result in 
business interruptions, lost revenue, higher commodity prices, disruption in fuel supplies, lower energy consumption and 
unstable markets, particularly with respect to natural gas and electric energy, increased security, repair or other costs that may 
materially adversely affect us and our subsidiaries in ways that cannot be predicted at this time. Any of these risks could 
materially affect our financial results. Furthermore, instability in the financial markets as a result of terrorism or war could 
also materially adversely affect our ability and the ability of our subsidiaries to raise capital. 
 
The insurance industry may change to reflect increased instability in the political, economic and financial markets. As a 
result, insurance covering risks we and our subsidiaries typically insure against may decrease in scope and availability and 
we may elect to self-insure against many such risks. In addition, the available insurance may have higher deductibles, higher 
premiums and more restrictive policy terms. 
 
MidAmerican Energy is subject to the unique risks associated with nuclear generation. 

 
The ownership and operation of nuclear power plants, such as MidAmerican Energy’s 25% ownership interest in the Quad 
Cities Station involves certain risks. These risks include, among other items, mechanical or structural problems, inadequacy 
or lapses in maintenance protocols, the impairment of reactor operation and safety systems due to human error, the costs of 
storage, handling and disposal of nuclear materials, limitations on the amounts and types of insurance coverage commercially 
available, and uncertainties with respect to the technological and financial aspects of decommissioning nuclear facilities at 
the end of their useful lives. The prolonged unavailability of the Quad Cities Station could materially adversely affect 
MidAmerican Energy’s financial results, particularly when the cost to produce power at the plant is significantly less than 
market wholesale power prices. The following are among the more significant of these risks:  

• Operational Risk - Operations at any nuclear power plant could degrade to the point where the plant would have 
to be shut down. If such degradations were to occur, the process of identifying and correcting the causes of the 
operational downgrade to return the plant to operation could require significant time and expense, resulting in 
both lost revenue and increased fuel and purchased power expense to meet supply commitments. Rather than 
incurring substantial costs to restart the plant, the plant could be shut down. Furthermore, a shut-down or failure 
at any other nuclear plant could cause regulators to require a shut-down or reduced availability at the Quad 
Cities Station. 

• Regulatory Risk - The NRC may modify, suspend or revoke licenses and impose civil penalties for failure to 
comply with the Atomic Energy Act of 1954, as amended, applicable regulations or the terms of the licenses of 
nuclear facilities. Unless extended, the NRC operating licenses for the Quad Cities Station will expire in 2032. 
Changes in regulations by the NRC could require a substantial increase in capital expenditures or result in 
increased operating or decommissioning costs. 

• Nuclear Accident Risk - Accidents and other unforeseen problems have occurred at nuclear facilities other than 
the Quad Cities Station, both in the United States and elsewhere. The consequences of an accident can be severe 
and include loss of life and property damage. Any resulting liability from a nuclear accident could exceed 
MidAmerican Energy’s resources, including insurance coverage. 
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We own investments and projects located in foreign countries that are exposed to increased economic, regulatory and 
political risks.  

 
We own and may acquire significant energy-related investments and projects outside of the United States. In addition to the 
current disruption in the global financial markets, the economic, regulatory and political conditions in some of the countries 
where we have operations or are pursuing investment opportunities may present increased risks related to, among others, 
inflation, currency exchange rate fluctuations, currency repatriation restrictions, nationalization, renegotiation, privatization, 
availability of financing on suitable terms, customer creditworthiness, construction delays, business interruption, political 
instability, civil unrest, guerilla activity, terrorism, expropriation, trade sanctions, contract nullification and changes in law, 
regulations or tax policy. We may not be capable of either fully insuring against or effectively hedging these risks.  
 
We are exposed to risks related to fluctuations in currency rates. 

 
Our business operations and investments outside the United States increase our risk related to fluctuations in currency rates, 
primarily the British pound and the Philippine peso. Our principal reporting currency is the United States dollar, and the 
value of the assets and liabilities, earnings, cash flows and potential distributions from our foreign operations changes with 
the fluctuations of the currency in which they transact. We may selectively reduce some foreign currency risk by, among 
other things, requiring contracted amounts be settled in United States dollars, indexing contracts to the United States dollar or 
hedging through foreign currency derivatives. These efforts, however, may not be effective and could negatively affect our 
financial results. We attempt, in many circumstances, to structure foreign transactions to provide for payments to be made in, 
or indexed to, United States dollars or a currency freely convertible into United States dollars. We may not be able to obtain 
sufficient dollars or other hard currency or available dollars may not be allocated to pay such obligations, which could 
adversely affect our financial results. 
 
Cyclical fluctuations in the residential real estate brokerage and mortgage businesses could adversely affect 
HomeServices. 

 
The residential real estate brokerage and mortgage industries tend to experience cycles of greater and lesser activity and 
profitability and are typically affected by changes in economic conditions, including the current downturn in the U.S. housing 
market, which are beyond HomeServices’ control. Any of the following are examples of items that could have a material 
adverse effect on HomeServices’ businesses by causing a general decline in the number of home sales, sale prices or the 
number of home financings which, in turn, would adversely affect its financial results: 

• rising interest rates or unemployment rates, including the recent significant rise in unemployment in the United 
States which may continue into future periods; 

• periods of economic slowdown or recession in the markets served, including the significant adverse changes in 
the economy in 2008 which may continue into future periods; 

• decreasing home affordability;  

• lack of available mortgage credit for potential homebuyers, including the reduced availability of credit generally 
in 2008 which may continue into future periods; 

• declining demand for residential real estate as an investment; 

• nontraditional sources of new competition; and 

• changes in applicable tax law. 
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Poor performance of plan and fund investments and other factors impacting pensions, postretirement benefits plans, 
nuclear decommissioning and mine reclamation costs could unfavorably impact our cash flows and liquidity. 
 
Costs of providing our non-contributory defined benefit pension and postretirement benefits plans depend upon a number of 
factors, including the rates of return on plan assets, the level and nature of benefits provided, discount rates, the interest rates 
used to measure required minimum funding levels, changes in benefit design, changes in laws and government regulation and 
our required or voluntary contributions made to the plans. Some of our pension and postretirement benefits plans are in 
underfunded positions. The recent declines in the global financial markets have exacerbated these plans’ underfunded 
positions. Even with sustained growth in the investments over future periods to increase the value of these plans’ assets, we 
will likely be required to make significant cash contributions to fund these plans. Furthermore, the recently enacted Pension 
Protection Act of 2006 may result in more volatility in the amount and timing of future contributions. Similarly, funds 
dedicated to nuclear decommissioning and mine reclamation are also invested in equity and fixed income securities and poor 
performance of these investments will reduce the amount of funds available for their intended purpose which would require 
us to make additional cash contributions. Such cash funding obligations, which are also impacted by the other factors 
described above, could have a material impact on our liquidity by reducing our cash flows. 
 
We and our subsidiaries are involved in numerous legal proceedings, the outcomes of which are uncertain and could 
adversely affect our financial results. 

 
We and our subsidiaries are party to numerous legal proceedings. Litigation is subject to many uncertainties, and we cannot 
predict the outcome of individual matters. It is possible that the final resolution of some of the matters in which we and our 
subsidiaries are involved could result in additional payments in excess of established reserves over an extended period of 
time and in amounts that could have a material adverse effect on our financial results. Similarly, it is also possible that the 
terms of resolution could require that we or our subsidiaries change business practices and procedures, which could also have 
a material adverse effect on our financial results. Further, litigation could result in the imposition of financial penalties or 
injunctions which could limit our ability to take certain desired actions or the denial of needed permits, licenses or regulatory 
authority to conduct our business, including the siting or permitting of facilities. Any of these outcomes could adversely 
affect our financial results. 
 
Potential changes in accounting standards might cause us to revise our financial results and disclosure in the future, 
which may change the way analysts measure our business or financial performance. 

 
Accounting irregularities discovered in the past few years in various industries have caused regulators and legislators to take 
a renewed look at accounting practices, financial disclosures and companies’ relationships with their independent auditors. 
Because it is still unclear what laws or regulations will ultimately develop, we cannot predict the ultimate impact of any 
future changes in accounting regulations or practices in general with respect to public companies or the energy industry or in 
our operations specifically. In addition, the Financial Accounting Standards Board (“FASB”), the FERC or the SEC could 
enact new or revised accounting standards or FERC orders that might impact how we are required to record revenues, 
expenses, assets and liabilities. 
 
Item 1B. Unresolved Staff Comments 
 
Not applicable. 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 52

Item 2. Properties 
 
The Company’s energy properties consist of the physical assets necessary to generate, transmit, store, distribute and supply 
energy and consist mainly of electric generation, transmission and distribution facilities, gas distribution facilities, natural gas 
pipelines, storage facilities, compressor stations and meter stations, along with the related rights-of-way. It is the opinion of 
the Company’s management that the principal depreciable properties owned by the Company are in good operating condition 
and are well maintained. Pursuant to separate financing agreements, substantially all or most of the properties of each of the 
Company’s subsidiaries (except CE Electric UK, MidAmerican Energy and Northern Natural Gas) are pledged or 
encumbered to support or otherwise provide the security for their own subsidiary debt. For additional information regarding 
the Company’s energy properties, refer to Item 1 of this Form 10-K and Notes 4, 5 and 23 of Notes to Consolidated Financial 
Statements included in Item 8 of this Form 10-K. 
 
The right to construct and operate the Company’s electric transmission and distribution facilities and pipelines across certain 
property was obtained in most circumstances through negotiations and, where necessary, through the exercise of the power of 
eminent domain. PacifiCorp, MidAmerican Energy, Northern Natural Gas and Kern River in the United States and Northern 
Electric and Yorkshire Electricity in the United Kingdom continue to have the power of eminent domain in each of the 
jurisdictions in which they operate their respective facilities, but the United States utilities do not have the power of eminent 
domain with respect to Native American tribal lands. Although the main Kern River pipeline crosses the Moapa Indian 
Reservation, all facilities in the Moapa Indian Reservation are located within a utility corridor that is reserved to the United 
States Department of Interior, Bureau of Land Management. 
 
With respect to real property, each of the electric transmission and distribution facilities and pipelines fall into two basic 
categories: (1) parcels that are owned in fee, such as certain of the generation stations, electric substations, compressor 
stations, measurement stations and office sites; and (2) parcels where the interest derives from leases, easements, rights-of-
way, permits or licenses from landowners or governmental authorities permitting the use of such land for the construction, 
operation and maintenance of the electric transmission and distribution facilities and pipelines. The Company believes that 
each of its energy subsidiaries have satisfactory title to all of the real property making up their respective facilities in all 
material respects. 
 
Item 3. Legal Proceedings 
 
In addition to the proceedings described below, the Company is currently party to various items of litigation or arbitration in 
the normal course of business, none of which are reasonably expected by the Company to have a material adverse effect on 
its consolidated financial results. 
 
Regulated Utility Companies 
 
In February 2007, the Sierra Club and the Wyoming Outdoor Council filed a complaint against PacifiCorp in the federal 
district court in Cheyenne, Wyoming, alleging violations of the Wyoming state opacity standards at PacifiCorp’s Jim Bridger 
plant in Wyoming. Under Wyoming state requirements, which are part of the Jim Bridger plant’s Title V permit and are 
enforceable by private citizens under the federal Clean Air Act, a potential source of pollutants such as a coal-fired 
generating facility must meet minimum standards for opacity, which is a measurement of light that is obscured in the flue of a 
generating facility. The complaint alleges thousands of violations of asserted six-minute compliance periods and seeks an 
injunction ordering the Jim Bridger plant’s compliance with opacity limits, civil penalties of $32,500 per day per violation, 
and the plaintiffs’ costs of litigation. The court granted a motion to bifurcate the trial into separate liability and remedy 
phases. In March 2008, the court indefinitely postponed the date for the liability-phase trial. The remedy-phase trial has not 
yet been scheduled. The court also has before it a number of motions on which it has not yet ruled. PacifiCorp believes it has 
a number of defenses to the claims. PacifiCorp intends to vigorously oppose the lawsuit but cannot predict its outcome at this 
time. PacifiCorp has already committed to invest at least $812 million in pollution control equipment at its generating 
facilities, including the Jim Bridger plant. This commitment is expected to significantly reduce system-wide emissions, 
including emissions at the Jim Bridger plant. 
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Independent Power Projects 
 
In February 2002, pursuant to the share ownership adjustment mechanism in the CE Casecnan shareholder agreement, 
MEHC’s indirect wholly owned subsidiary, CE Casecnan Ltd., advised the minority shareholder of CE Casecnan, LaPrairie 
Group Contractors (International) Ltd. (“LPG”) that MEHC’s indirect ownership interest in CE Casecnan had increased to 
100% effective from commencement of commercial operations. In July 2002, LPG filed a complaint in the Superior Court of 
the State of California, City and County of San Francisco against CE Casecnan Ltd. and MEHC. LPG’s complaint, as 
amended, seeks compensatory and punitive damages arising out of CE Casecnan Ltd.’s and MEHC’s alleged improper 
calculation of the proforma financial projections and alleged improper settlement of the NIA arbitration. In January 2006, the 
Superior Court of the State of California entered a judgment in favor of LPG against CE Casecnan Ltd. Pursuant to the 
judgment, 15% of the distributions of CE Casecnan was deposited into escrow plus interest at 9% per annum. The judgment 
was appealed, and as a result of the appellate decision, CE Casecnan Ltd. determined that LPG would retain ownership of 
10% of the shares of CE Casecnan, with the remaining 5% share to be transferred to CE Casecnan Ltd. subject to certain buy-
up rights under the shareholder agreement, which are also being litigated. The remaining issues are fully briefed and pending 
before the court. The Company intends to vigorously defend and pursue the remaining claims. 
 
In July 2005, MEHC and CE Casecnan Ltd. commenced an action against San Lorenzo Ruiz Builders and Developers Group, 
Inc. (“San Lorenzo”) in the District Court of Douglas County, Nebraska, seeking a declaratory judgment as to San Lorenzo’s 
right to repurchase 15% of the shares in CE Casecnan. In January 2006, San Lorenzo filed a counterclaim against MEHC and 
CE Casecnan Ltd. seeking declaratory relief that it has effectively exercised its option to purchase 15% of the shares of 
CE Casecnan, that it is the rightful owner of such shares and that it is due all dividends paid on such shares. Currently, the 
action is in the discovery phase and a trial has been set to begin in October 2009. The impact, if any, of this litigation on the 
Company cannot be determined at this time. The Company intends to vigorously defend the counterclaims. 
 
Item 4. Submission of Matters to a Vote of Security Holders 
 
Not applicable. 
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PART II 
 
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 

Securities 
 
MEHC’s common stock is owned by Berkshire Hathaway, Mr. Walter Scott, Jr. and certain of his family members and 
family controlled trusts and corporations, and Mr. Gregory E. Abel, its President and Chief Executive Officer, and has not 
been registered with the SEC pursuant to the Securities Act of 1933, as amended, listed on a stock exchange or otherwise 
publicly held or traded. MEHC has not declared or paid any cash dividends on its common stock during the last two fiscal 
years and does not presently anticipate that it will declare any dividends on its common stock in the foreseeable future. 
 
For a discussion of regulatory restrictions that limit PacifiCorp’s and MidAmerican Energy’s ability to pay dividends on their 
common stock to MEHC, refer to Note 19 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
 
Item 6. Selected Financial Data 
 
The following table sets forth the Company’s selected consolidated historical financial data, which should be read in 
conjunction with the information included in Item 7 of this Form 10-K and with the Company’s historical Consolidated 
Financial Statements and notes thereto included in Item 8 of this Form 10-K. The selected consolidated historical financial 
data has been derived from the Company’s audited historical Consolidated Financial Statements and notes thereto (in 
millions).  
 
 Years Ended December 31, 
 2008  2007  2006(1)  2005  2004 
Consolidated Statement of Operations Data:          
Operating revenue $ 12,668  $ 12,376  $ 10,301  $ 7,116  $ 6,553 
Income from continuing operations(2)  1,850   1,189   916   558   538 
Income (loss) from discontinued operations, net 

of tax(3)  - 
 

 - 
 

 - 
 

 5 
 

 (368)
Net income(2)  1,850   1,189   916   563   170 
          
 As of December 31, 
 2008  2007  2006(1)  2005  2004 
Consolidated Balance Sheet Data:          
Total assets $ 41,441  $ 39,216  $ 36,447  $ 20,371  $ 19,904 
MEHC senior debt(4)  5,121   5,471   4,479   2,776   3,032 
MEHC subordinated debt(4)  1,321   1,125   1,357   1,588   1,775 
Subsidiary debt(4)  12,954   13,097   11,614   7,150   7,191 
Preferred securities of subsidiaries  128   128   128   88   90 
Total shareholders’ equity  10,207   9,326   8,011   3,385   2,971 
 
(1) Reflects the acquisition of PacifiCorp on March 21, 2006. 
  
(2) Reflects the $646 million after-tax gain recognized on the termination of the Constellation Energy Merger Agreement on December 17, 2008. 
  
(3) Reflects MEHC’s decision to cease operations of the Zinc Recovery Project effective September 10, 2004, which resulted in a non-cash, after-tax 

impairment charge of $340 million being recorded to write-off the Zinc Recovery Project, rights to quantities of extractable minerals, and 
allocated goodwill (collectively, the “Mineral Assets”). 

  
(4) Includes current portion. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 
The following is management’s discussion and analysis of certain significant factors that have affected the financial condition 
and results of operations of the Company during the periods included herein. Explanations include management’s best 
estimate of the impact of weather, customer growth and other factors. This discussion should be read in conjunction with 
Item 6 of this Form 10-K and with the Company’s historical Consolidated Financial Statements and the notes thereto 
included in Item 8 of this Form 10-K. The Company’s actual results in the future could differ significantly from the historical 
results. 
 
Results of Operations 
 
Overview 
 
Net income for 2008 was $1.85 billion, an increase of $661 million, or 56%, compared to 2007, which included after-tax 
benefits totaling $646 million related to the termination fee and profit from our $1.0 billion investment in Constellation 
Energy. Excluding the $646 million, net income increased $15 million, or 1%, from the comparable period in 2007. Net 
income was impacted by favorable operating results at Northern Natural Gas, MidAmerican Energy and PacifiCorp, 
$30 million of after-tax gains on the sale of non-strategic assets at Northern Natural Gas and favorable changes in Kern 
River’s current rate proceeding estimate. Net income was unfavorably impacted by lower earnings at HomeServices due to 
the continuing weak United States housing market and at Kern River due to lower revenue from less favorable market 
conditions. Net income was also lower in 2008 compared to 2007 due to the impact of the foreign currency exchange rate of 
$25 million, the transfer of two geothermal projects to the Philippine government in July 2007, a $58 million deferred income 
tax benefit recognized in 2007 as a result of the reduction in the United Kingdom corporate income tax rate from 30% to 28% 
and higher taxes on foreign earnings in 2008. 
 
Net income for 2007 was $1.19 billion, an increase of $273 million, or 30%, compared to 2006. PacifiCorp, which was 
acquired on March 21, 2006, contributed an additional $235 million of net income in 2007 compared to 2006. Also 
contributing to the increase in net income were favorable operating results at the Company’s other domestic energy 
businesses, largely as a result of improved margins from favorable market conditions and additional generation assets being 
placed in service, a $58 million deferred income tax benefit recognized in the United Kingdom and the favorable impact from 
the foreign currency exchange rate. Net income decreased due to lower earnings at the Company’s foreign energy businesses, 
which included the transfer of the Upper Mahiao project in June 2006 and the Malitbog and Mahanagdong projects in 
July 2007 to the Philippine government, lower earnings at HomeServices due to the general slowdown in the United States 
housing market, $73 million of after tax gains on sales of available-for-sale securities in 2006 and higher interest expense as a 
result of debt issuances at MEHC and the domestic energy businesses. 
 
Segment Results 
 
The reportable segment financial information includes all necessary adjustments and eliminations needed to conform to the 
Company’s significant accounting policies. The differences between the segment amounts and the consolidated amounts, 
described as “Corporate/other,” relate principally to corporate functions, including administrative costs and intersegment 
eliminations. 
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A comparison of operating revenue and operating income for the Company’s reportable segments for the years ended 
December 31 follows (in millions): 
 

 2008 2007 Change  2007 2006 Change 
Operating revenue:          

PacifiCorp $ 4,498 $ 4,258 $ 240  6%  $ 4,258 $ 2,939 $ 1,319  45% 
MidAmerican Funding  4,715  4,267  448  10   4,267  3,453  814  24 
Northern Natural Gas  769  664  105  16   664  634  30  5 
Kern River  443  404  39  10   404  325  79  24 
CE Electric UK  993  1,079  (86)  (8)   1,079  928  151  16 
CalEnergy Generation-Foreign  138  220  (82)  (37)   220  336  (116)  (35) 
CalEnergy Generation-Domestic  30  32  (2)  (6)   32  32  -  - 
HomeServices  1,133  1,500  (367)  (24)   1,500  1,702  (202)  (12) 
Corporate/other  (51)  (48)  (3)  (6)   (48)  (48)  -  - 

Total operating revenue $12,668 $12,376 $ 292  2  $12,376 $10,301 $ 2,075  20 
          

Operating income:          
PacifiCorp $ 952 $ 917 $ 35  4%  $ 917 $ 528 $ 389  74% 
MidAmerican Funding  590  514  76  15   514  421  93  22 
Northern Natural Gas  457  308  149  48   308  269  39  14 
Kern River  305  277  28  10   277  217  60  28 
CE Electric UK  514  555  (41)  (7)   555  516  39  8 
CalEnergy Generation-Foreign  103  142  (39)  (27)   142  230  (88)  (38) 
CalEnergy Generation-Domestic  15  12  3  25   12  14  (2)  (14) 
HomeServices  (58)  33  (91)  *   33  55  (22)  (40) 
Corporate/other  (50)  (70)  20  29   (70)  (130)  60  46 

Total operating income $ 2,828 $ 2,688 $ 140  5  $ 2,688 $ 2,120 $ 568  27 
 
* Not meaningful 
 
PacifiCorp 
 
Operating revenue increased $240 million for 2008 compared to 2007. Retail revenue increased $198 million due to higher 
prices approved by regulators of $129 million to recover increased costs due to assets placed in service and higher net power 
costs. Retail volumes increased 2% due to growth in the average number of residential and commercial customers and higher 
customer usage totaling $69 million. Wholesale and other revenue increased $42 million due to higher average wholesale 
prices, partially offset by lower wholesale volumes, and higher contract prices for transmission services. Overall, sales 
volumes were relatively flat for 2008 compared to 2007. 
 
Operating income increased $35 million for 2008 compared to 2007. The higher revenue was partially offset by higher energy 
costs and operating expenses, partially offset by lower depreciation and amortization expense. The increase in energy costs 
consisted of the following (in millions): 
 
 Increase 
 (Decrease) 
Energy costs:   

Cost of natural gas, coal and other fuel $ 180 
Purchased electricity  (5) 
Changes in the fair value of energy purchase contracts accounted for as derivatives  7 
Transmission and other  15 

 $ 197 
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The cost of fuel increased due to higher average prices for both natural gas and coal. The addition of the Lake Side plant in 
2007, the Chehalis plant acquired in 2008 and other sources of owned generation resulted in lower volumes of purchased 
electricity, which was largely offset by higher average unit costs of purchased electricity. Transmission and other costs were 
higher due to new transmission contracts. 
 
Operating expenses increased by $14 million due to higher levels of assessable property from new owned generation placed 
in service and increased spending on demand-side management projects, which are recovered in rates. Depreciation and 
amortization expense decreased by $6 million due to a recent depreciation study, substantially offset by new generation 
placed in service. 
 
On March 21, 2006, MEHC acquired 100% of the common stock of PacifiCorp. Operating revenue for 2007 and 2006 
consisted of retail revenue of $3.25 billion and $2.33 billion, respectively, and wholesale and other revenue of $1.01 billion 
and $610 million, respectively. PacifiCorp’s operating income was favorably impacted by higher retail revenues as a result of 
higher prices approved by regulators as well as continued growth in the number of customers and usage, higher net margins 
on wholesale activities due to higher average prices on sales and lower purchased electricity volumes and lower employee 
expense. These improvements were partially offset by higher fuel costs due to increased volumes of natural gas consumed in 
PacifiCorp’s generation plants and higher prices for coal, natural gas and purchased electricity. 
 
MidAmerican Funding 
 
MidAmerican Funding’s operating revenue and operating income for the years ended December 31 are summarized as 
follows (in millions): 
 

 2008 2007 Change  2007 2006 Change 
Operating revenue:          

Regulated electric $ 2,030 $ 1,934 $ 96  5%  $ 1,934 $ 1,779 $ 155  9% 
Regulated natural gas  1,377  1,174  203  17   1,174  1,112  62  6 
Nonregulated and other  1,308  1,159  149  13   1,159  562  597 106 

Total operating revenue $ 4,715 $ 4,267 $ 448  10  $ 4,267 $ 3,453 $ 814  24 
          

Operating income:          
Regulated electric $ 470 $ 398 $ 72  18%  $ 398 $ 372 $ 26  7% 
Regulated natural gas  66  53  13  25   53  36  17  47 
Nonregulated and other  54  63  (9)  (14)   63  13  50 385 

Total operating income $ 590 $ 514 $ 76  15  $ 514 $ 421 $ 93  22 
 
Regulated electric revenue increased $96 million for 2008 compared to 2007. Wholesale revenue increased $101 million due 
to a 20% increase in volumes resulting from increased generation available from the addition of owned generation and 
scheduled outages in 2007, partially offset by lower average wholesale prices. Retail revenue decreased $6 million due to 
lower sales volumes to residential customers resulting from the mild temperatures experienced in the service territory during 
the 2008 cooling season, partially offset by an increase in the average number of retail customers. Total sales volumes 
increased 7% for 2008 compared to 2007. Regulated electric operating income increased $72 million for 2008 compared to 
2007 due to higher wholesale volumes resulting from the availability of lower-cost base load generation and a lower average 
price for purchased power, partially offset by an increase in depreciation and amortization as a result of Walter Scott Energy 
Center Unit 4 (“WSEC Unit 4”) being placed in service in June 2007 and new wind-powered generating facilities being 
placed in service during 2007 and 2008, partially offset by a decrease in regulatory expense related to revenue sharing in 
connection with the lower Iowa electric equity returns and higher maintenance costs. 
 
Regulated natural gas revenue increased $203 million for 2008 compared to 2007 due primarily to a higher average per-unit 
cost of gas sold, which was passed on to customers, and higher retail sales volumes of 12% as a result of colder temperatures, 
partially offset by lower wholesale sales volumes. Regulated natural gas operating income increased $13 million due to the 
higher retail sales volumes. 
 
Nonregulated and other revenue increased $149 million for 2008 compared to 2007 due primarily to higher gas revenue as a 
result of higher average prices and a 9% increase in volumes. Nonregulated and other operating income decreased $9 million 
due primarily to lower margins on electric retail sales due to higher average prices and a 7% decrease in volumes. 
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Regulated electric revenue increased $155 million for 2007 compared to 2006. Wholesale revenue increased $103 million 
due to higher sales volumes, as a result of new generating assets placed in service during 2007 and improved market 
opportunities, and prices. Retail revenue increased $52 million due to growth in retail demand, an increase in the average 
number of retail customers and favorable weather conditions in 2007. Regulated electric operating income increased 
$26 million for 2007 compared to 2006 as a result of higher gross margins of $86 million from both retail and wholesale sales 
and lower depreciation and amortization of $7 million, partially offset by higher operating expenses of $67 million. 
Depreciation and amortization was lower in 2007 due to a $25 million decrease in regulatory expense related to a revenue 
sharing arrangement in Iowa as a result of lower Iowa electric equity returns, partially offset by higher depreciation as a result 
of new generation assets placed in service in 2007. Operating expenses were higher due to maintenance costs incurred for 
restoration of facilities damaged by storms, new generation assets placed in service during 2007 and the timing of 
maintenance for natural gas-fueled generating facilities. 
 
Regulated natural gas revenue increased $62 million for 2007 compared to 2006 due to higher retail sales volumes of 11% 
and an increase in the average per-unit cost of gas sold, which was passed on to customers, partially offset by lower 
wholesale sales volumes. Regulated natural gas operating income increased $17 million due to higher gross margins on the 
revenue increases. 
 
Nonregulated and other revenue increased $597 million for 2007 compared to 2006 due to increases in electric retail sales 
volumes and prices driven by improved market opportunities, partially offset by decreases in gas sales volumes and prices. 
Nonregulated and other operating income increased $50 million due to higher gross margins on the revenue increases.  
 
Northern Natural Gas 
 
Operating revenue increased $105 million for 2008 compared to 2007 due primarily to higher transportation revenue of 
$88 million due to stronger market conditions and the additional capacity available as a result of the Northern Lights 
expansion project and higher storage revenue of $12 million due to an expansion of its Redfield storage facilities and higher 
interruptible storage activity. Operating income increased $149 million for 2008 compared to 2007 due to the higher 
transportation and storage revenues and pre-tax gains on the sale of non-strategic assets of $50 million in 2008. 
 
Operating revenue increased $30 million for 2007 compared to 2006 due to higher transportation and storage revenues of 
$47 million on higher rates and volumes from favorable market conditions, partially offset by lower volumes of gas and 
condensate liquids sales of $17 million, which are both utilized in the operation and balancing of the pipeline system. 
Operating income increased $39 million for 2007 compared to 2006 due primarily to the increase in transportation and 
storage revenues, partially offset by a $6 million asset impairment charge. 
 
Kern River 
 
Operating revenue increased $39 million for 2008 compared to 2007 due to an increase of $55 million related to Kern River’s 
current rate proceeding estimate, partially offset by $20 million of lower revenue as a result of strong market conditions in 
2007. Operating income increased $28 million for 2008 compared to 2007 due to the higher revenue, partially offset by a 
$6 million sales and use tax refund received in 2007 and higher depreciation. 
 
Operating revenue increased $79 million for 2007 compared to 2006. Kern River earned higher revenue as a result of more 
favorable market conditions in 2007. Additionally, Kern River received a FERC order in 2006 that resulted in a $34 million 
reduction to operating revenue for rate case estimated refunds. Operating income increased $60 million for 2007 compared to 
2006 due primarily to the increase in revenue. The $34 million decrease in revenue related to the FERC order received in 
2006 was largely offset by a corresponding $28 million adjustment that also lowered depreciation and amortization expense. 
Also contributing to the increase in operating income for 2007 compared to 2006 was $8 million of lower depreciation and 
amortization expense due mainly to changes in the expected depreciation rates in connection with the current rate proceeding 
and a $6 million sales and use tax refund received in 2007. 
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CE Electric UK 
 
Operating revenue decreased $86 million for 2008 compared to 2007 due to the impact of the foreign currency exchange rate 
of $83 million and lower contracting activity of $22 million, partially offset by higher distribution revenue of $11 million and 
higher gas production at CE Gas of $8 million. Operating income decreased $41 million for 2008 compared to 2007 due 
primarily to the impact of the foreign currency exchange rate. A non-recurring gain of $17 million realized in 2007 on the 
sale of certain CE Gas assets was mostly offset by higher gross margins on distribution and gas production revenues in 2008. 
 
Operating revenue increased $151 million for 2007 compared to 2006 due primarily to a $79 million favorable impact from 
the foreign currency exchange rate, higher distribution revenue of $33 million, due primarily to tariff increases, and higher 
revenue of $32 million at CE Gas from higher gas production. Operating income increased $39 million for 2007 compared to 
2006 due primarily to higher gross margins on distribution and gas production revenues totaling $60 million and the 
favorable impact from the foreign currency exchange rate of $43 million, partially offset by higher costs and expenses of 
$62 million. Costs and expenses were higher for 2007 due primarily to higher depreciation and amortization expense of 
$37 million primarily associated with distribution assets, higher distribution costs of $18 million due mainly to higher 
maintenance and restoration costs, and the write-off of an unsuccessful exploration well at CE Gas, partially offset by a 
realized gain on the sale of certain CE Gas assets in 2007. 
 
CalEnergy Generation-Foreign 
 
Operating revenue decreased $82 million for 2008 compared to 2007 due to the transfer of the Malitbog and Mahanagdong 
projects on July 25, 2007 to the Philippine government, which reduced operating revenue by $95 million, partially offset by 
higher operating revenue of $13 million at the Casecnan project principally on higher variable energy fees earned on 
increased generation from higher water flows. Operating income decreased $39 million for 2008 compared to 2007 due to the 
lower revenue, partially offset by lower operating expense of $13 million and lower depreciation and amortization of 
$30 million as the projects were transferred. 
 
Operating revenue decreased $116 million for 2007 compared to 2006 as the Malitbog and Mahanagdong projects were 
transferred on July 25, 2007, and the Upper Mahiao project was transferred on June 25, 2006, to the Philippine government, 
which reduced operating revenue by $92 million. Additionally, operating revenue at the Casecnan project was lower by 
$24 million as a result of lower water flows and related energy production. Operating income decreased $88 million for 2007 
compared to 2006 due to the lower revenue, partially offset by lower depreciation and amortization expense of $30 million as 
the projects were transferred. 
 
HomeServices 
 
Operating revenue decreased $367 million for 2008 compared to 2007. Brokerage transactions declined by 20% and the 
average home sales price declined by 8% reflecting the continuing weak United States housing market. HomeServices had an 
operating loss of $58 million in 2008, a $91 million decrease compared to 2007 due to the lower revenue and $39 million of 
expenses taken in 2008 related to office closures, partially offset by lower commissions and operating expenses. 
 
Operating revenue decreased $202 million for 2007 compared to 2006. Brokerage transactions declined by 15%, while the 
average home sales price increased by 3%. Operating income decreased $22 million due to the lower revenue, partially offset 
by lower commissions, operating expenses and depreciation and amortization expense. 
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Consolidated Other Income and Expense Items 
 
Interest Expense 
 
Interest expense for the years ended December 31 is summarized as follows (in millions): 
 

 2008 2007 Change  2007 2006 Change 
        

Subsidiary debt $ 850 $ 858 $ (8)  (1)%  $ 858 $ 722 $ 136  19% 
MEHC senior debt and other  348  326  22  7   326  269  57  21 
MEHC subordinated debt-Berkshire  111  108  3  3   108  134  (26) (19) 
MEHC subordinated debt-other  24  28  (4) (14)   28  27  1  4 

Total interest expense $ 1,333 $ 1,320 $ 13  1  $ 1,320 $ 1,152 $ 168  15 
 
Interest expense increased $13 million for 2008 compared to 2007 due to debt issuances at domestic energy businesses and at 
MEHC, including the issuance of $1 billion of 11% mandatory redeemable preferred securities to affiliates of Berkshire 
Hathaway in September 2008 in connection with the purchase of the CEG 8% Preferred Stock, partially offset by the impact 
of the foreign currency exchange rate of $17 million, debt retirements and scheduled principal repayments. 
 
Interest expense increased $168 million for 2007 compared to 2006 due to the acquisition of PacifiCorp, debt issuances at 
domestic energy businesses and at MEHC, and the higher exchange rate. Interest expense was higher by $90 million in 2007 
as a result of the acquisition of PacifiCorp. The increase in interest expense for 2007 was partially offset by debt retirements 
and scheduled principal repayments.  
 
Other Income, Net 
 
Other income, net for the years ended December 31 is summarized as follows (in millions): 
 

 2008 2007 Change  2007 2006 Change 
        

Capitalized interest $ 54 $ 54 $ -  -%  $ 54 $ 40 $ 14  35% 
Interest and dividend income  75  105  (30)  (29)   105  73  32  44 
Other, net  1,188  112  1,076  *   112  226  (114)  (50) 

Total other income, net $ 1,317 $ 271 $ 1,046  *  $ 271 $ 339 $ (68)  (20) 
 
* Not meaningful 
 
Other, net increased $1.08 billion due to the termination of the merger agreement with Constellation Energy, which resulted 
in the receipt of a $175 million termination fee and the conversion of the CEG 8% Preferred Stock into $418 million of cash 
and 19.9 million shares of Constellation Energy common stock valued at $499 million. Other, net decreased $114 million for 
2007 compared to 2006. Other, net for 2006 included Kern River’s $89 million of gains from the sale of Mirant stock and 
$47 million of gains at MidAmerican Funding from the sales of other non-strategic investments. Partially offsetting the 
decrease for 2007 compared to 2006 was higher equity allowance for funds used during construction (“AFUDC”) of 
$28 million due to increased levels of capital project expenditures. 
 
Interest and dividend income decreased $30 million for 2008 compared to 2007 due to the maturities of guaranteed 
investment contracts in December 2007 and February 2008 that were used to retire debt maturing at CE Electric UK and 
lower average cash balances and interest rates, partially offset by dividends received from the CEG 8% Preferred Stock. 
Interest and dividend income increased $32 million for 2007 compared to 2006 due primarily to more favorable cash 
positions at MEHC and certain subsidiaries as a result of 2007 debt issuances as well as $9 million resulting from the 
acquisition of PacifiCorp. 
 
Capitalized interest increased $14 million for 2007 compared to 2006 due primarily to the acquisition of PacifiCorp and 
increased levels of capital project expenditures at MidAmerican Energy. 
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Income Tax Expense 
 
Income tax expense increased $526 million, or 115%, for 2008 compared to 2007. The effective tax rates were 35% and 28% 
for 2008 and 2007, respectively. The increases in income tax expense and the effective tax rate were due to higher pre-tax 
income, the recognition of $58 million of deferred income tax benefits in 2007 due to a reduction in the United Kingdom 
corporate income tax rate from 30% to 28% and higher United States taxes on foreign earnings, partially offset by the benefit 
of additional production tax credits.  
 
Income tax expense increased $49 million, or 12%, for 2007 compared to 2006. The effective tax rates were 28% and 31% 
for 2007 and 2006, respectively. The increase in income tax expense is due primarily to higher pretax earnings, partially 
offset by the recognition of $58 million of deferred income tax benefits due to a reduction in the United Kingdom corporate 
income tax rate from 30% to 28%. Adjusting for the effect of the change in the United Kingdom corporate income tax rate, 
the 2007 effective tax rate was 31%. 
 
Minority Interest and Preferred Dividends of Subsidiaries 
 
Minority interest and preferred dividends of subsidiaries decreased $9 million to $21 million for 2008 compared to 2007 due 
to additional expense in 2007 related to the minority ownership of the Casecnan project. 
 
Equity Income 
 
Equity income increased $5 million to $41 million for 2008 compared to 2007 and decreased $7 million to $36 million for 
2007 compared to 2006 due primarily to the sale and write-off of an investment in a mortgage joint venture at HomeServices 
in 2007. 
 
Liquidity and Capital Resources 
 
Each of MEHC’s direct and indirect subsidiaries is organized as a legal entity separate and apart from MEHC and its other 
subsidiaries. Pursuant to separate financing agreements, the assets of each subsidiary may be pledged or encumbered to 
support or otherwise provide the security for its own subsidiary debt. It should not be assumed that any asset of any 
subsidiary of MEHC’s will be available to satisfy the obligations of MEHC or any of its other subsidiaries’ obligations. 
However, unrestricted cash or other assets which are available for distribution may, subject to applicable law, regulatory 
commitments and the terms of financing and ring-fencing arrangements for such parties, be advanced, loaned, paid as 
dividends or otherwise distributed or contributed to MEHC or affiliates thereof. Refer to Note 19 of Notes to Consolidated 
Financial Statements in Item 8 of this Form 10-K for further discussion regarding the limitation of distributions from 
MEHC’s subsidiaries. 
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As of December 31, 2008, the Company’s total net liquidity available was $5.8 billion. The components of total net liquidity 
available are as follows (in millions):  
 
    Other  
   MidAmerican Reporting  
 MEHC PacifiCorp Funding Segments Total(1) 

      
Cash and cash equivalents $ 6 $ 59 $ 10 $ 205 $ 280 
      
Available revolving credit facilities  $ 835 $ 1,395 $ 904 $ 271 $ 3,405 
Less:       

Short-term borrowings and issuance of commercial paper  (216)  (85)  (457)  (78)  (836) 
Tax-exempt bond support, letters of credit and other  (43)  (258)  (195)  (94)  (590) 

Net revolving credit facilities available $ 576 $ 1,052 $ 252 $ 99 $ 1,979 
      
Net liquidity available before Berkshire Equity Commitment $ 582 $ 1,111 $ 262 $ 304 $ 2,259 
Berkshire Equity Commitment(2)  3,500     3,500 
Total net liquidity available $ 4,082    $ 5,759 
Unsecured revolving credit facilities:      
 Maturity date(3)  2009, 2013  2012, 2013  2009, 2013  2010  
 Largest single bank commitment as a % of total(4)  30%  15%  36%  27%  
 
(1) The above table does not include unused revolving credit facilities and letters of credit for investments that are accounted for under the equity method. 

As of December 31, 2008, the Company’s pro rata share of unsecured revolving credit facilities was $126 million and the Company’s pro rata share of 
available unsecured revolving credit facilities was $105 million. 

  
(2) On March 1, 2006, MEHC and Berkshire Hathaway entered into the Berkshire Equity Commitment pursuant to which Berkshire Hathaway has agreed 

to purchase up to $3.5 billion of MEHC’s common equity upon any requests authorized from time to time by MEHC’s Board of Directors. The 
proceeds of any such equity contribution shall only be used for the purpose of (i) paying when due MEHC’s debt obligations and (ii) funding the 
general corporate purposes and capital requirements of MEHC’s regulated subsidiaries. The Berkshire Equity Commitment expires on February 28, 
2011. 

  
(3) MEHC and MidAmerican Energy each have a $250 million credit facility expiring in 2009. For further discussion regarding the Company’s credit 

facilities, refer to Note 10 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
  
(4) An inability of financial institutions to honor their commitments could adversely affect the Company’s short-term liquidity and ability to meet long-

term commitments. 
 
The Company’s cash and cash equivalents were $280 million as of December 31, 2008, compared to $1.18 billion as of 
December 31, 2007. The Company recorded separately in other current assets, restricted cash and investments as of 
December 31, 2008 and 2007 of $85 million and $73 million, respectively. The restricted cash and investments balance is 
mainly composed of current amounts deposited in restricted accounts relating to (i) the Company’s debt service reserve 
requirements relating to certain projects, (ii) trust funds related to mine reclamation and (iii) unpaid dividends declared 
obligations. The debt service funds are restricted by their respective project debt agreements to be used only for the related 
project. Additionally, the Company has restricted cash and investments recorded in deferred charges, investments and other 
of $310 million and $425 million as of December 31, 2008 and 2007, respectively, that principally relate to trust funds held 
for nuclear decommissioning and mine reclamation costs. 
 
Cash Flows from Operating Activities 
 
Cash flows generated from operations for the years ended December 31, 2008 and 2007 were $2.59 billion and $2.34 billion, 
respectively. The increase was mainly due to higher customer collections, lower income taxes paid, mainly due to benefits 
from federal bonus depreciation, and the termination fee received from Constellation Energy, partially offset by higher fuel 
costs, the timing of payments, greater disbursements for interest, higher net margin deposits and the transfer in 2007 of two 
geothermal projects to the Philippine government. 
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Cash Flows from Investing Activities 
 
Cash flows used in investing activities for the years ended December 31, 2008 and 2007 were $4.34 billion and $3.25 billion, 
respectively. In September 2008, the Company made a $1 billion investment in CEG 8% Preferred Stock and also acquired 
Chehalis Power Generation, LLC for $308 million. In December 2008, upon termination of the Merger Agreement with 
Constellation Energy, the Company converted the CEG 8% Preferred Stock into $1 billion of 14% Senior Notes due from 
Constellation Energy, 19.9 million shares of Constellation Energy common stock and cash totaling $418 million. Refer to 
Notes 3 and 8 of Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K for further discussion 
regarding these transactions. In February 2008 and December 2007, the Company received proceeds from the maturity of 
guaranteed investment contracts of $393 million and $201 million, respectively. Capital expenditures increased $425 million 
due primarily to higher capital expenditures associated with the construction of additional wind-powered generation, partially 
offset by significant generation placed in-service in 2007 described below. 
 
Capital Expenditures 
 
Capital expenditures by reportable segment for the years ended December 31 are summarized as follows (in millions): 
 
  2008  2007 
Capital expenditures*:     

PacifiCorp  $ 1,789  $ 1,518 
MidAmerican Energy   1,473   1,300 
Northern Natural Gas   196   225 
CE Electric UK   440   422 
Other reportable segments and corporate/other   39   47 

Total capital expenditures  $ 3,937  $ 3,512 
 
* Excludes amounts for non-cash equity AFUDC. 
 
Capital expenditures consisted mainly of the following: 
 
 In 2008: 

• Combined, PacifiCorp and MidAmerican Energy spent $1.81 billion during 2008 on wind-powered generation. 
During 2008, 1,005 MW (nameplate ratings) were placed in service, with an additional 237 MW (nameplate 
ratings) that are expected to be placed in service during 2009.  

• Combined, PacifiCorp and MidAmerican Energy spent $287 million on emissions control equipment. 

• PacifiCorp spent $130 million for transmission system expansion and upgrades. 

• Projects mainly for distribution, transmission, generation, mining and other infrastructure needed to serve 
existing and growing demand. 

In 2007: 

• MidAmerican Energy completed construction of the Walter Scott, Jr. Energy Center Unit No. 4, a 800-MW 
supercritical, coal-fired generating plant in June 2007 at a total cost of $776 million. 

• PacifiCorp completed construction of the Lake Side plant, a 548-MW combined cycle, natural gas-fired 
generating plant in September 2007 at a total cost of $326 million. 

• Combined, PacifiCorp and MidAmerican Energy placed 341 MW of wind-powered generating facilities in 
service and began construction of an additional 923 MW of wind-powered generating facilities in 2007 with 
costs totaling $1.14 billion.  

• Combined, PacifiCorp and MidAmerican Energy spent $277 million on emissions control equipment. 

• Northern Natural Gas spent $151 million on its Northern Lights Expansion project. 

• Projects mainly for distribution, transmission, generation, mining and other infrastructure needed to serve 
existing and growing demand. 

 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 64

Cash Flows from Financing Activities 
 
Cash flows generated from financing activities for the year ended December 31, 2008 were $866 million. Sources of cash 
totaled $3.87 billion and consisted mainly of proceeds from the issuance of MEHC senior and subordinated debt totaling 
$1.65 billion, proceeds from the issuance of subsidiary debt totaling $1.5 billion, the net proceeds from subsidiary short-term 
debt totaling $509 million and the net proceeds from MEHC’s revolving credit facility totaling $216 million. Uses of cash 
totaled $3.01 billion and consisted mainly of repayments of MEHC senior and subordinated debt totaling $1.8 billion, 
repayments of subsidiary debt totaling $1.08 billion and a $99 million payment of hedging instruments related to the maturity 
of United States dollar denominated debt at CE Electric UK.  
 
Cash flows from financing activities for the year ended December 31, 2007 were $1.75 billion. Sources of cash totaled 
$3.55 billion and consisted primarily of proceeds from the issuance of subsidiary debt totaling $2 billion and proceeds from 
the issuance of MEHC senior debt totaling $1.54 billion. Uses of cash totaled $1.8 billion and consisted primarily of 
repayments of MEHC senior and subordinated debt totaling $784 million, repayments of subsidiary debt totaling 
$549 million, net repayments of subsidiary short-term debt totaling $269 million and net repayments of MEHC’s revolving 
credit facility totaling $152 million. 
 
Short-term Debt and Revolving Credit Facilities 
 
MEHC had outstanding borrowings of $216 million under its unsecured revolving credit facilities as of December 31, 2008 
and no outstanding borrowings as of December 31, 2007. Borrowings by MEHC’s subsidiaries under their commercial paper 
programs and unsecured revolving credit facilities increased $490 million during 2008 due mainly to an $85 million increase 
at PacifiCorp and a $371 million increase at MidAmerican Funding due mainly to capital expenditures and scheduled debt 
maturities, partially offset by net cash from operating activities. Continued disruptions in the credit markets may result in 
increased costs of commercial paper and limit the ability of PacifiCorp and MidAmerican Funding to issue commercial 
paper, which may lead to a higher reliance on their respective unsecured revolving credit facilities and the related financial 
institutions for short-term liquidity purposes. 
 
2008 Long-term Debt Transactions and Agreements 
 
In addition to the debt issuances discussed herein, MEHC and its subsidiaries made scheduled repayments on and purchases 
of MEHC senior and subordinated debt and subsidiary debt totaling $3.23 billion during the year ended December 31, 2008. 
 

• On September 19, 2008, a wholly-owned subsidiary trust of MEHC issued $1.0 billion of 11% mandatory 
redeemable preferred securities to affiliates of Berkshire Hathaway due in August 2015 and MEHC issued 
$1.0 billion of 11% subordinated debt to the trust. The proceeds were used to purchase a $1.0 billion investment 
in CEG 8% Preferred Stock. 

• On July 17, 2008, PacifiCorp issued $500 million of 5.65% first mortgage bonds due July 15, 2018 and 
$300 million of 6.35% first mortgage bonds due July 15, 2038. The net proceeds were used for general 
corporate purposes. 

• On July 15, 2008, Northern Natural Gas issued $200 million of 5.75% senior notes due July 15, 2018. The net 
proceeds were used to repay at maturity its $150 million, 6.75% senior notes due September 15, 2008 and the 
remainder is being used for general corporate purposes. 

• On July 1, 2008, the Iowa Finance Authority issued $45 million of variable-rate tax-exempt bonds due July 1, 
2038, the proceeds of which were loaned to MidAmerican Energy and are restricted for the payment of 
qualified environmental construction costs. Also on July 1, 2008, the Iowa Finance Authority issued $57 million 
of variable-rate tax-exempt bonds due May 1, 2023 to refinance $57 million of pollution control revenue 
refunding bonds issued on behalf of MidAmerican Energy in 1993. These variable-rate tax-exempt bonds are 
remarketed and the interest rates reset on a weekly basis. 

• On March 28, 2008, MEHC issued $650 million of 5.75% senior notes due April 1, 2018. The net proceeds 
were used for general corporate purposes. 

• On March 25, 2008, MidAmerican Energy issued $350 million of 5.3% senior notes due March 15, 2018. The 
proceeds were used by MidAmerican Energy to pay construction costs, including costs for its wind-powered 
generation projects in Iowa, repay short-term indebtedness and for general corporate purposes. 
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2007 Long-term Debt Transactions and Agreements 
 
In addition to the debt issuances and unsecured revolving credit facilities discussed herein, MEHC and its subsidiaries made 
scheduled repayments on MEHC senior and subordinated debt and subsidiary debt totaling $1.33 billion during the year 
ended December 31, 2007. 
 

• On October 23, 2007, PacifiCorp entered into a new unsecured revolving credit facility with total bank 
commitments of $700 million. The facility supports PacifiCorp’s commercial paper program and terminates on 
October 23, 2012. Terms and conditions, including borrowing rates, are substantially similar to PacifiCorp’s 
existing revolving credit facility. 

 
• On October 3, 2007, PacifiCorp issued $600 million of 6.25% First Mortgage Bonds due October 15, 2037. The 

proceeds were used by PacifiCorp to repay its short-term debt and for general corporate purposes. 
 

• On August 28, 2007, MEHC issued $1.0 billion of 6.50% Senior Bonds due September 15, 2037. The proceeds 
were used by MEHC to repay at maturity its 3.50% senior notes due in May 2008 in an aggregate principal 
amount of $450 million and its 7.52% senior notes due in September 2008 in an aggregate principal amount of 
$550 million. 

 
• On June 29, 2007, MidAmerican Energy issued $400 million of 5.65% Senior Notes due July 15, 2012, and 

$250 million of 5.95% Senior Notes due July 15, 2017. The proceeds were used by MidAmerican Energy to pay 
construction costs of its interest in WSEC Unit 4 and its wind projects in Iowa, to repay short-term indebtedness 
and for general corporate purposes. 

 
• On May 11, 2007, MEHC issued $550 million of 5.95% Senior Bonds due May 15, 2037. The proceeds were 

used by MEHC to repay at maturity its 4.625% senior notes due in October 2007 in an aggregate principal 
amount of $200 million and its 7.63% senior notes due in October 2007 in an aggregate principal amount of 
$350 million. 

 
• On March 14, 2007, PacifiCorp issued $600 million of 5.75% First Mortgage Bonds due April 1, 2037. The 

proceeds were used by PacifiCorp to repay its short-term debt and for general corporate purposes. 
 

• On February 12, 2007, Northern Natural Gas issued $150 million of 5.8% Senior Bonds due February 15, 2037. 
The proceeds were used by Northern Natural Gas to fund capital expenditures and for general corporate 
purposes. 

 
The Company may from time to time seek to acquire its outstanding securities through cash purchases in the open market, 
privately negotiated transactions or otherwise. Any debt securities repurchased by the Company may be reissued or resold by 
the Company from time to time and will depend on prevailing market conditions, the Company’s liquidity requirements, 
contractual restrictions and other factors. The amounts involved may be material. 
 
2009 Long-term Debt Transactions 
 
In January 2009, PacifiCorp issued $350 million of its 5.50% First Mortgage Bonds due January 15, 2019 and $650 million 
of its 6.00% First Mortgage Bonds due January 15, 2039. 
 
In January 2009, MEHC repaid the remaining $500 million to affiliates of Berkshire Hathaway in full satisfaction of the 
aggregate amount owed pursuant to the $1 billion of 11% mandatory redeemable trust preferred securities issued by 
MidAmerican Capital Trust IV to affiliates of Berkshire Hathaway on September 19, 2008. 
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Future Uses of Cash 
 
The Company has available a variety of sources of liquidity and capital resources, both internal and external, including cash 
flows from operations, public and private debt offerings, the issuance of commercial paper, the use of unsecured revolving 
credit facilities, the issuance of equity and other sources. These sources are expected to provide funds required for current 
operations, capital expenditures, acquisitions, investments, debt retirements and other capital requirements. The availability 
and terms under which each subsidiary has access to external financing depends on a variety of factors, including its credit 
rating, investors’ judgment of risk and conditions in the overall capital market, including the condition of the utility industry 
in general. Additionally, the Berkshire Equity Commitment can be used for the purpose of (i) paying when due MEHC’s debt 
obligations and (ii) funding the general corporate purposes and capital requirements of MEHC’s regulated subsidiaries. 
Berkshire Hathaway will have up to 180 days to fund any such request in increments of at least $250 million pursuant to one 
or more drawings authorized by MEHC’s Board of Directors. The funding of any such drawing will be made by means of a 
cash equity contribution to us in exchange for additional shares of MEHC’s common stock. The Berkshire Equity 
Commitment expires on February 28, 2011. 
 
In the U.S., the U.K. and most other economies around the world, market and economic conditions have been unprecedented 
and challenging with more restrictive credit conditions and slowing or contracting growth during 2008. Continued concerns 
about the availability and cost of credit, the U.S. mortgage market and a declining real estate market in the U.S. and the U.K. 
have contributed to increased market volatility and diminished expectations for the U.S. and U.K. economies. In 2008, a 
number of large financial institutions were unable to survive as independent institutions and others were forced to file for 
bankruptcy. Other surviving institutions required multibillion dollar capital infusions. Furthermore, a number of large 
financial institutions’ senior unsecured debt was downgraded and placed on credit watch with negative implications by credit 
rating agencies. In 2008, the U.S. federal government enacted emergency legislation in an attempt to stabilize the economy, 
increased the federal deposit insurance, invested billions of dollars in financial institutions and took other steps to infuse 
liquidity into the economy. More recently, the federal government enacted the American Recovery and Reinvestment Act. 
The global nature of this credit crisis led other governments to institute similar measures. 
 
As a result of these market conditions, the cost and availability of credit has been and may continue to be adversely affected 
by illiquid credit markets and significantly wider credit spreads. Concern about the general stability of the markets and the 
credit strength of counterparties has led many lenders and institutional investors to reduce, and in some cases, cease to 
provide funding to borrowers. Continued turbulence in the U.S. and international markets and economies may adversely 
affect our liquidity and financial condition, and the liquidity and financial condition of our customers. Recently, PacifiCorp 
and other investment grade utilities have been able to issue debt in the capital markets. If these poor market conditions 
continue, it may limit the Company’s ability to access the bank and debt markets to meet liquidity and capital expenditure 
needs, resulting in adverse effects on the timing and amount of the Company’s capital expenditures, financial condition and 
results of operations. 
 
Capital Expenditures 
 
The Company has significant future capital requirements. Capital expenditure needs are reviewed regularly by management 
and may change significantly as a result of these reviews, which may consider, among other factors, changes in rules and 
regulations, including environmental and nuclear, changes in income tax laws, general business conditions, load projections, 
system reliability standards, the cost and efficiency of construction labor, equipment and materials, and the cost and 
availability of capital. Expenditures for compliance-related items such as pollution-control technologies, replacement 
generation, mine reclamation, nuclear decommissioning, hydroelectric relicensing, hydroelectric decommissioning and 
associated operating costs are generally incorporated into MEHC’s energy subsidiaries’ regulated retail rates. In addition, 
there can be no assurance that costs related to capital expenditures will be fully recovered from the Company’s customers, 
either through regulated rates, long-term arrangements or market prices and the inability to recover these costs could 
adversely affect the Company’s future financial results. For additional discussion regarding capital commitments, refer to 
Note 18 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
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Forecasted capital expenditures for the years ended December 31 are as follows (in millions): 
 
 2009 2010 2011 
Forecasted capital expenditures*:    

Construction and other development projects $ 1,314 $ 1,043 $ 805 
Operating projects  1,946  2,047  2,116 

Total $ 3,260 $ 3,090 $ 2,921 
 
* Excludes amounts for non-cash equity AFUDC. 

 
Construction and other development projects consist mainly of large scale projects at PacifiCorp and MidAmerican Energy. 
Included in the 2009 through 2011 forecasted capital expenditures are PacifiCorp’s anticipated costs of $1.39 billion for the 
Energy Gateway Transmission Expansion Project, an investment plan to build approximately 2,000 miles of new high-
voltage transmission lines primarily in Wyoming, Utah, Idaho, Oregon and the desert Southwest. The plan, with an estimated 
cost exceeding $6.1 billion, includes projects that will address customer load growth, improve system reliability and deliver 
energy for new wind-powered and other renewable generation resources throughout PacifiCorp’s six-state service area and 
the Western United States. Certain transmission segments associated with this plan are expected to be placed in service 
beginning 2010, with other segments placed in service through 2018, depending on siting, permitting and construction 
schedules. In July 2008, PacifiCorp filed a petition for declaratory order with the FERC to confirm incentive rate treatment 
for the Energy Gateway Transmission Expansion Project. In October 2008, the FERC granted a 200 basis point (two 
percentage point) incentive rate adder to PacifiCorp’s base return on equity for seven of the eight project segments. The 
FERC did not preclude PacifiCorp from filing for incentive rate treatment for the remaining segment at a future date. Also 
included in the above estimates are PacifiCorp’s commitments for transmission and distribution investments resulting from 
MEHC’s acquisition of PacifiCorp as discussed further in Note 18 of Notes to Consolidated Financial Statements in Item 8 of 
this Form 10-K. 
 
Combined, PacifiCorp and MidAmerican Energy anticipate spending $1.06 billion for emissions control equipment, which 
includes equipment to meet anticipated air quality and visibility targets and the reduction of sulfur dioxide emissions, and 
$375 million on additional wind-powered generation facilities between 2009 and 2011. Evaluation and development efforts 
are in progress related to additional prospective wind-powered generating facilities scheduled for completion after 2009.  
 
Capital expenditures related to operating projects consist of recurring expenditures for distribution, transmission, generation, 
mining and other infrastructure needed to serve existing and growing demand. 
 
The Company is subject to federal, state, local and foreign laws and regulations with regard to air and water quality, 
renewable portfolio standards, hazardous and solid waste disposal and other environmental matters. The future costs (beyond 
existing planned capital expenditures) of complying with applicable environmental laws, regulations and rules cannot yet be 
reasonably estimated but could be material to the Company. In particular, future mandates, including those associated with 
addressing the issue of global climate change, may impact the operation of the Company’s domestic generating facilities and 
may require PacifiCorp, MidAmerican Energy and other company-owned generation assets to reduce emissions at their 
facilities through the installation of additional emission control equipment or to purchase additional emission allowances or 
offsets in the future. The Company is not aware of any proven commercially available technology that eliminates or captures 
and stores carbon dioxide emissions from coal-fired and gas-fired generation facilities, and the Company is uncertain when, 
or if, such technology will be commercially available. Refer to the Environmental Regulation section of Item 1 of this Form 
10-K for a detailed discussion of the topic.  
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Acquisitions and Joint Ventures 
 

Constellation Energy 
 
On September 19, 2008, MEHC, Constellation Energy Group, Inc. (“Constellation Energy”) and MEHC Merger Sub Inc. 
signed an Agreement and Plan of Merger (the “Merger Agreement”), under which Constellation Energy would have become 
an indirect wholly-owned subsidiary of MEHC. In addition, the Company purchased a $1 billion investment in CEG 8% 
Preferred Stock. On December 17, 2008, MEHC and Constellation Energy entered into a termination agreement, pursuant to 
which, among other things, the parties agreed to terminate the Merger Agreement. As a result of the termination, the 
Company received a termination fee of $175 million and converted the $1 billion of CEG 8% Preferred Stock into $1 billion 
of 14% Senior Notes due from Constellation Energy, 19.9 million shares of Constellation Energy common stock and cash 
totaling $418 million. On January 12, 2009, the Company received $1 billion, plus accrued interest, in full satisfaction of the 
14% Senior Notes from Constellation Energy. The Company sold 5.1 million of its common shares in Constellation Energy 
for $137 million in the first two months of 2009. 
 

BYD Company Limited  
 
In September 2008, MEHC reached a definitive agreement with BYD to purchase 225 million shares, representing 
approximately a 10% interest in the company, at a price of HK$8 per share or HK$1.8 billion (approximately $230 million). 
MEHC will finance the investment from general corporate funds. Refer to Note 3 of Notes to Consolidated Financial 
Statements included in Item 8 of this Form 10-K for additional discussion regarding the proposed transaction. 
 
Investment Trust Valuation  
 
The Company sponsors defined benefit pension plans and postretirement benefit plans (the “Plans”) that cover the majority 
of its employees. During the year ended December 31, 2008, the funded status of the Plans declined by $670 million. The 
actual loss on plan assets for the year ended December 31, 2008 was $861 million, or 21% of the $4.1 billion fair value of 
plan assets held as of December 31, 2007. Changes in the fair value of plan assets did not have an impact on the Company’s 
earnings for 2008; however, the poor performance contributed to an after-tax reduction of shareholders’ equity of $72 million 
and an increase of $552 million in net regulatory assets related to amounts not yet recognized as components of net periodic 
benefit costs. The net regulatory asset represents amounts recoverable from customers in the future. Reduced benefit plan 
assets will result in increased benefit costs in future years and will increase the amount and accelerate the timing of required 
future funding contributions. 
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Contractual Obligations  
 
The Company has contractual obligations that may affect its financial condition. Contractual obligations to make future 
payments arise from MEHC and subsidiary long-term debt and notes payable, operating leases, purchase obligations and 
power and fuel purchase contracts. Other obligations and commitments arise from unused lines of credit and letters of credit. 
Material obligations as of December 31, 2008 are as follows (in millions):  
 
 Payments Due By Periods 
     2010-  2012-  2014 and 
 Total  2009  2011  2013  After 
Contractual Cash Obligations:          

MEHC senior debt $ 5,125  $ -  $ -  $ 500  $ 4,625 
MEHC subordinated debt  1,370   734   332   114   190 
Subsidiary debt  12,890   421   1,256   1,497   9,716 
Interest payments on long-term debt(1)  18,671   1,168   2,160   1,868   13,475 
Short-term debt  836   836   -   -   - 
Coal, electricity and natural gas contract 

commitments(1)  7,602   1,284   1,922   926   3,470 
Purchase obligations(1)  1,738   999   533   78   128 
Owned hydroelectric commitments(1)  72   3   6   4   59 
Operating leases(1)  597   96   153   93   255 
Minimum pension funding requirements  329   84   68   68   109 

Total contractual cash obligations $ 49,230  $ 5,625  $ 6,430  $ 5,148  $ 32,027 
 
(1) Not reflected in the Consolidated Balance Sheets. 
 
The Company has other types of commitments that arise primarily from unused lines of credit, letters of credit or relate to 
construction and other development costs (Liquidity and Capital Resources included within this Item 7), debt guarantees 
(Note 13), asset retirement obligations (Note 14) and uncertain tax positions (Note 16) which have not been included in the 
above tables because the amount and timing of the cash payments are not certain. Refer, where applicable, to the respective 
referenced note in Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K for additional 
information.  
 
Regulatory Matters 
 
MEHC’s domestic regulated public utility subsidiaries, PacifiCorp and MidAmerican Energy, are subject to comprehensive 
regulation by state utility commissions, federal agencies, and other state and local regulatory agencies. The more significant 
aspects of this regulatory framework are described below. In addition to the discussion contained herein regarding state 
regulatory matters, refer to Item 1 of this Form 10-K for further discussion regarding regulatory and environmental matters. 
 
PacifiCorp 
 
PacifiCorp is subject to comprehensive regulation by the UPSC, the OPUC, the WPSC, the WUTC, the IPUC and the CPUC. 
PacifiCorp pursues a regulatory program in all states, with the objective of keeping rates closely aligned to ongoing costs. 
PacifiCorp has separate power cost recovery mechanisms in Oregon, Wyoming and California. The following discussion 
provides a state-by-state update. 
 

Utah 
 
In December 2007, PacifiCorp filed a general rate case with the UPSC requesting an annual increase of $161 million, or an 
average price increase of 11% based on a test period ended June 2009. The increase was primarily due to increased capital 
spending and net power costs, both of which are driven by load growth. In March 2008, PacifiCorp filed supplemental 
testimony reducing the requested rate increase to $100 million. The decrease was primarily a result of a UPSC-ordered 
change in the test period to the year ended December 2008 and reductions associated with recent UPSC orders on 
depreciation rate changes and two deferred accounting requests. Subsequently, hearings were held on the revenue 
requirement portion of the case and PacifiCorp filed additional testimony. In August 2008, the UPSC issued its revenue 
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requirement order in the case, increasing rates by $36 million, or 3%. The new rates became effective August 13, 2008. In 
September 2008, PacifiCorp filed a petition for reconsideration of several elements of the order. In October 2008, the UPSC 
issued an order on the reconsideration petition allowing PacifiCorp to recover an additional $3 million, bringing the total rate 
increase to $39 million. A settlement that provides for an equal percentage increase to all tariff customers was reached in the 
rate-design phase of the case and was approved by the UPSC. 
 
In July 2008, PacifiCorp filed a general rate case with the UPSC requesting an annual increase of $161 million, or an average 
price increase of 11%, prior to any consideration for the UPSC’s order in the December 2007 case described above. In 
September 2008, PacifiCorp filed supplemental testimony that reflected then-current revenues and other adjustments based 
on the August 2008 order in the 2007 general rate case. The supplemental filing reduced PacifiCorp’s request to 
$115 million. In October 2008, the UPSC issued an order changing the test period from the twelve months ending June 2009 
using end-of-period rate base to the forecast calendar year 2009 using average rate base. In December 2008, PacifiCorp 
updated its filing to reflect the change in the test period. The updated filing proposes an increase of $116 million, or an 
average price increase of 8%. The UPSC issued an order resetting the beginning of the 240-day statutory time period required 
to process the case to the date of the September 2008 supplemental filing. Based on the new time period, the new rates, if 
approved, will become effective in May 2009. In February 2009, a settlement agreement was reached among the parties who 
had filed testimony in the cost of capital phase of the rate case. A stipulation was filed with the UPSC requesting that the 
UPSC set the weighted cost of capital at 8.4%. 
 

Oregon 
 
In April 2008, PacifiCorp made its first annual renewable adjustment clause (“RAC”) filing to recover the revenue 
requirement related to eligible new renewable resources and associated transmission under the OREA that are not reflected in 
general rates. PacifiCorp requested an annual increase of $39 million on an Oregon-allocated basis, or an average price 
increase of 4%. In November 2008, the OPUC issued an order approving the RAC request with certain modifications. The 
OPUC excluded Oregon’s share of the costs for the 99-MW Rolling Hills wind-powered generating plant from the request on 
the basis that PacifiCorp failed to prove the resource was prudently acquired. The OPUC’s finding was primarily based on 
the conclusion that the capacity factor was less favorable compared to other Wyoming wind-powered generating projects. In 
December 2008 and January 2009, PacifiCorp submitted compliance filings consistent with the OPUC order that together 
reduced the requested increase by $8 million to $31 million, or an average price increase of 3%. The commission approved 
$25 million, or 2% to go into effect on January 1, 2009. The commission approved an additional $6 million, or 1%, to go into 
effect on January 21, 2009 for the 99-MW Seven Mile Hill wind-powered generating plant.  
 
In July 2008, as part of its annual transition adjustment mechanism (“TAM”), PacifiCorp filed updated forecasted net power 
costs for 2009. PacifiCorp proposed a net power cost increase of $57 million on an Oregon-allocated basis, or an average 
price increase of 6%. In September 2008, PacifiCorp filed a stipulation agreement reducing the proposed net power cost 
increase to $34 million on an Oregon-allocated basis, or an average price increase of 2%. The stipulation agreement was 
approved by the OPUC in November 2008. The forecasted net power costs were updated again in November 2008 for 
OPUC-ordered changes, changes to the forward price curve and new wholesale sales and purchases. In December 2008, 
PacifiCorp submitted a compliance filing in the TAM proceeding that reflected final forecasted net power costs and direct 
access transition adjustments for 2009. The compliance filing reduced PacifiCorp’s request by an additional $15 million on 
an Oregon-allocated basis, which resulted in an increase of $9 million, or an average price increase of 1%, after adjusting for 
load growth. The compliance filing was approved in December 2008 and the new rates became effective January 1, 2009. 
 
For a discussion of SB 408, refer to Note 6 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K. 
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Wyoming 
 
In June 2007, PacifiCorp filed a general rate case with the WPSC requesting an annual increase of $36 million, or an average 
price increase of 8%. In addition, PacifiCorp requested approval of a new renewable resource recovery mechanism and a 
marginal cost pricing tariff to better reflect the cost of adding new generation. In January 2008, PacifiCorp reached a 
settlement in principle with parties to the case. The settlement provided for an annual rate increase of $23 million, or an 
average price increase of 5%. In addition, the parties also agreed to modify the current power cost adjustment mechanism 
(“PCAM”) to use forecasted power costs in the future and to terminate the PCAM by April 2011, unless a continuation is 
specifically applied for by PacifiCorp and approved by the WPSC. PacifiCorp’s marginal cost pricing tariff proposal will not 
be implemented, but will be the subject of a collaborative process to seek a new pricing proposal. Also as part of the 
settlement, PacifiCorp agreed to withdraw from this filing its request for a renewable resource recovery mechanism. The 
stipulation was approved by the WPSC in March 2008. The new rates were effective May 1, 2008. 
 
In February 2008, PacifiCorp filed its annual PCAM application with the WPSC for costs incurred during the period 
December 1, 2006 through November 30, 2007. In March 2008, the WPSC approved PacifiCorp’s request on an interim basis 
effective April 1, 2008, resulting in a rate increase of $31 million, or an average price increase of 8%, to recover deferred 
power costs over a one-year period. In August 2008, PacifiCorp reached an agreement with parties to the case to adjust the 
rate increase to $29 million. In November 2008, the WPSC issued an order approving the stipulation agreement. The interim 
rates were revised to reflect the $29 million increase approved in the stipulation agreement and became effective October 15, 
2008.  
 
In July 2008, PacifiCorp filed a general rate case with the WPSC requesting an annual increase of $34 million, or an average 
price increase of 7%, with an effective date in May 2009. Power costs have been excluded from the filing and will be 
addressed separately in PacifiCorp’s annual PCAM application in February 2009. In October 2008, the general rate case 
request was reduced by $5 million, to $29 million, to reflect a change in the in-service date of the High Plains wind-powered 
generating plant. 
 
In February 2009, PacifiCorp filed its annual PCAM application with the WPSC. Pursuant to tariff changes made in the 2007 
general rate case, the 2009 PCAM application includes a request to recover $27 million of deferred net power costs during 
the period December 1, 2007 through November 30, 2008 and to establish a new forecast base net power cost using the test 
period December 1, 2008 through November 30, 2009. The net effect of the deferred and forecast base net power costs is an 
increase in Wyoming rates of $19 million, or 4%. The tariff governing the power cost adjustment mechanism requires an 
effective date of April 1, 2009. 
 

Washington 
 
In February 2008, PacifiCorp filed a general rate case with the WUTC for an annual increase of $35 million, or an average 
price increase of 15%. In August 2008, PacifiCorp filed with the WUTC an all-party settlement agreement in which the 
parties agreed to an overall rate increase of $20 million, or 9%. The settlement was approved by the WUTC in October 2008 
with the new rates effective October 15, 2008. The increase is composed of an $18 million increase to base rates, as well as a 
$2 million annual surcharge for approximately three years related to recovery of higher power costs incurred in 2005 due to 
poor hydroelectric conditions. PacifiCorp agreed to drop the current proposal for a generation cost adjustment mechanism 
and further committed not to propose such a mechanism in the next general rate case. 
 
In February 2009, PacifiCorp filed a general rate case with the WUTC for an annual increase of $39 million, or an average 
price increase of 15%. The expected effective date for the rate change is January 11, 2010. The filing includes a deferral 
request for costs associated with the 520-MW Chehalis natural gas-fired generating plant prior to its inclusion in rate base 
beginning in January 2010. The associated costs are estimated at $16 million. PacifiCorp has proposed to recover these costs 
through an extension in the hydroelectric deferral mechanism and thereby not affecting current customer rates. 
 

Idaho 
 
In September 2008, PacifiCorp filed a general rate case with the IPUC for an annual increase of $6 million, or an average 
price increase of 4%. The increase is primarily due to increased capital spending and net power costs. If approved, the new 
rates will become effective April 18, 2009. In February 2009, a settlement signed by PacifiCorp, the IPUC staff and 
intervening parties was filed with the IPUC resolving all issues in the 2008 general rate case. The agreement stipulates a 
$4 million increase, or 3% average rate increase, for non-contract retail customers in Idaho. As part of the stipulation, 
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intervening parties acknowledged the following: PacifiCorp’s acquisition of the Chehalis, Washington plant was prudent and 
the investment should be included in PacifiCorp’s revenue requirement; PacifiCorp has demonstrated that its demand-side 
management programs are prudent; and a base level of net power costs is established for any future energy cost adjustment 
mechanism calculations if a mechanism is adopted in Idaho. In February 2009, parties to the stipulation will file supporting 
testimony recommending the IPUC approve the stipulation as filed. Public hearings are scheduled in March 2009. 
 
In October 2008, PacifiCorp filed a request with the IPUC for approval of an annual energy cost adjustment mechanism 
(“ECAM”) to defer for later recovery in rates the difference between base net power costs set during a general rate case and 
actual net power costs incurred by PacifiCorp. If approved, PacifiCorp would file an application with the IPUC annually to 
adjust the ECAM surcharge rate to refund or collect the ECAM deferred balance from the end of the prior calendar year. 
 
Credit Ratings 
 
As of January 31, 2009, MEHC’s senior unsecured debt credit ratings were as follows: Moody’s Investor Service, 
“Baa1/stable;” Standard & Poor’s, “BBB+/watch negative;” and Fitch Ratings, “BBB+/stable.” Debt and preferred securities 
of MEHC and certain of its subsidiaries are rated by nationally recognized credit rating agencies. Assigned credit ratings are 
based on each rating agency’s assessment of the rated company’s ability to, in general, meet the obligations of its issued debt 
or preferred securities. The credit ratings are not a recommendation to buy, sell or hold securities, and there is no assurance 
that a particular credit rating will continue for any given period of time. 
 
MEHC and its subsidiaries have no credit rating downgrade triggers that would accelerate the maturity dates of outstanding 
debt and a change in ratings is not an event of default under the applicable debt instruments. The Company’s unsecured 
revolving credit facilities do not require the maintenance of a minimum credit rating level in order to draw upon their 
availability, but under certain instances must maintain sufficient covenant tests if ratings drop below a certain level. 
However, commitment fees and interest rates under the credit facilities are tied to credit ratings and increase or decrease 
when the ratings change. A ratings downgrade could also increase the future cost of commercial paper, short- and long-term 
debt issuances or new credit facilities. 
 
A change in PacifiCorp’s or MidAmerican Energy’s credit rating could result in the requirement to post cash collateral, 
letters of credit or other similar credit support under certain agreements related to their procurement or sale of electricity, 
natural gas, coal, transportation and other supplies. In accordance with industry practice, PacifiCorp’s and MidAmerican 
Energy’s agreements may either specifically provide bilateral rights to demand cash or other security if credit exposures on a 
net basis exceed certain ratings-dependent threshold levels or provide the right for counterparties to demand “adequate 
assurances” in the event of a material adverse change in PacifiCorp’s or MidAmerican Energy’s creditworthiness. As of 
December 31, 2008, PacifiCorp’s and MidAmerican Energy’s credit ratings from the three recognized credit rating agencies 
were investment grade; however, if the ratings fell one rating below investment grade, PacifiCorp’s and MidAmerican 
Energy’s collateral requirements would increase by approximately $356 million and $350 million, respectively. Additional 
collateral requirements would be necessary if ratings fell further than one rating below investment grade. The collateral 
requirements could fluctuate considerably due to seasonality, market price volatility, a loss of key generating facilities or 
other related factors.  
 
Inflation 
 
Inflation has not had a significant impact on the Company’s costs. 
 
Off-Balance Sheet Arrangements 
 
The Company has certain investments that are accounted for under the equity method in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”). Accordingly, an amount is recorded on the 
Company’s Consolidated Balance Sheets as an equity investment and is increased or decreased for the Company’s pro-rata 
share of earnings or losses, respectively, less any dividend distribution from such investments. 
 
As of December 31, 2008, the Company’s investments that are accounted for under the equity method had short- and long-
term debt, unused revolving credit facilities and letters of credit outstanding of $558 million, $210 million and $77 million, 
respectively. As of December 31, 2008, the Company’s pro-rata share of such short- and long-term debt, unused revolving 
credit facilities and outstanding letters of credit was $278 million, $105 million and $38 million, respectively. The entire 
amount of the Company’s pro-rata share of the outstanding short- and long-term debt and unused revolving credit facilities is 
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non-recourse to the Company. $32 million of the Company’s pro-rata share of the outstanding letters of credit is recourse to 
the Company. Although the Company is generally not required to support debt service obligations of its equity investees, 
default with respect to this non-recourse short- and long-term debt could result in a loss of invested equity. 
 
New Accounting Pronouncements 
 
For a discussion of new accounting pronouncements affecting the Company, refer to Note 2 of Notes to Consolidated 
Financial Statements included in Item 8 of this Form 10-K. 
 
Critical Accounting Policies 
 
Certain accounting policies require management to make estimates and judgments concerning transactions that will be settled 
several years in the future. Amounts recognized in the Consolidated Financial Statements from such estimates are necessarily 
based on numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. 
Accordingly, the amounts currently reflected in the Consolidated Financial Statements will likely increase or decrease in the 
future as additional information becomes available. The following critical accounting policies are impacted significantly by 
judgments, assumptions and estimates used in the preparation of the Consolidated Financial Statements. 
 
Accounting for the Effects of Certain Types of Regulation 
 
PacifiCorp, MidAmerican Energy, Northern Natural Gas and Kern River (the “Domestic Regulated Businesses”) prepare 
their financial statements in accordance with the provisions of Statement of Financial Accounting Standards (“SFAS”) 
No. 71, “Accounting for the Effects of Certain Types of Regulation” (“SFAS No. 71”), which differs in certain respects from 
the application of GAAP by non-regulated businesses. In general, SFAS No. 71 recognizes that accounting for rate-regulated 
enterprises should reflect the economic effects of regulation. As a result, a regulated entity is required to defer the recognition 
of costs or income if it is probable that, through the rate-making process, there will be a corresponding increase or decrease in 
future rates. Accordingly, the Domestic Regulated Businesses have deferred certain costs and income that will be recognized 
in earnings over various future periods.  
 
Management continually evaluates the applicability of SFAS No. 71 and assesses whether its regulatory assets are probable 
of future recovery by considering factors such as a change in the regulator’s approach to setting rates from cost-based 
ratemaking to another form of regulation, other regulatory actions or the impact of competition which could limit the 
Domestic Regulated Businesses’ ability to recover their costs. Based upon this continual assessment, management believes 
the application of SFAS No. 71 continues to be appropriate and its existing regulatory assets are probable of recovery. The 
assessment reflects the current political and regulatory climate at both the state and federal levels and is subject to change in 
the future. If it becomes no longer probable that these costs will be recovered, the related regulatory assets and regulatory 
liabilities would be written off and recognized in operating income. Total regulatory assets were $2.16 billion and total 
regulatory liabilities were $1.51 billion as of December 31, 2008. Refer to Note 6 of Notes to Consolidated Financial 
Statements in Item 8 of this Form 10-K for additional information regarding the Domestic Regulated Businesses’ regulatory 
assets and liabilities. 
 
Derivatives 
 
The Company is exposed to the impact of market fluctuations in commodity prices, principally natural gas and electricity, 
interest rate risk and foreign currency exchange rate risk. The Company employs established policies and procedures to 
manage its risks associated with these market fluctuations using various commodity and financial derivative instruments, 
including forward contracts, futures, options, swaps and other agreements. 
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Measurement Principles 
 
Derivative instruments are recorded in the Consolidated Balance Sheets as either assets or liabilities and are stated at fair 
value unless they are designated as normal purchases and normal sales and qualify for the exemption afforded by GAAP. The 
fair value of derivative instruments is determined using unadjusted quoted prices for identical instruments on the applicable 
exchange in which the Company transacts, when available, or forward price curves. Forward price curves represent the 
Company’s estimates of the prices at which a buyer or seller could contract today for delivery or settlement at future dates. 
The Company bases its forward price curves upon market price quotations, when available, or internally developed and 
commercial models, with internal and external fundamental data inputs. Market price quotations are obtained from 
independent brokers, exchanges, direct communication with market participants and actual transactions executed by the 
Company. Market price quotations for certain major electricity and natural gas trading hubs are generally readily obtainable 
for the first six years, and therefore, the Company’s forward price curves for those locations and periods reflect observable 
market quotes. For market price quotations for other electricity and natural gas trading points that are not as readily 
obtainable for the first six years or if the instrument is not actively traded, the Company uses forward price curves derived 
from internal models based on perceived pricing relationships to major trading hubs that are based on significant 
unobservable inputs. The fair value of these derivative instruments is a function of underlying forward commodity prices, 
interest rates, currency rates, related volatility, counterparty creditworthiness and duration of contracts. The assumptions used 
in these models are critical, since any changes in assumptions could have a significant impact on the fair value of the 
contracts. 
 

Classification and Recognition Methodology 
 
Almost all of the Company’s derivative contracts are probable of recovery in rates or are accounted for as cash flow hedges. 
Therefore, changes in fair value are recorded as a net regulatory asset or liability or accumulated other comprehensive income 
(loss) (“AOCI”), respectively. Accordingly, amounts are generally not recognized in earnings until the contracts are settled. 
As of December 31, 2008, the Company had $446 million recorded as net regulatory assets and $89 million recorded as 
AOCI, before tax, related to these contracts in the Consolidated Balance Sheets. If it becomes no longer probable that a 
contract will be recovered in rates, the regulatory asset will be written-off and recognized in earnings. For contracts 
designated in hedge relationships (“hedge contracts”), the Company discontinues hedge accounting prospectively when it has 
determined that a derivative no longer qualifies as an effective hedge, or when it is no longer probable that the hedged 
forecasted transaction will occur. When hedge accounting is discontinued because the derivative no longer qualifies as an 
effective hedge, future changes in the value of the derivative are charged to earnings. Gains and losses related to discontinued 
hedges that were previously recorded in AOCI will remain in AOCI until the hedged item is realized, unless it is probable 
that the hedged forecasted transaction will not occur at which time associated deferred amounts in AOCI are immediately 
recognized in earnings. 
 
Impairment of Long-Lived Assets and Goodwill 
 
The Company evaluates long-lived assets for impairment, including property, plant and equipment, when events or changes 
in circumstances indicate that the carrying value of such assets may not be recoverable, or the assets meet the criteria of held 
for sale. Upon the occurrence of a triggering event, the asset is reviewed to assess whether the estimated undiscounted cash 
flows expected from the use of the asset plus the residual value from the ultimate disposal exceeds the carrying value of the 
asset. If the carrying value exceeds the estimated recoverable amounts, the asset is written down to the estimated discounted 
present value of the expected future cash flows from using the asset. For regulated assets, any impairment charge is offset by 
the establishment of a regulatory asset to the extent recovery in rates is probable. Substantially all property, plant and 
equipment was used in regulated businesses as of December 31, 2008. For all other assets, any resulting impairment loss is 
reflected in the Consolidated Statements of Operations. 
 
The estimate of cash flows arising from the future use of the asset that are used in the impairment analysis requires judgment 
regarding what the Company would expect to recover from the future use of the asset. Changes in judgment that could 
significantly alter the calculation of the fair value or the recoverable amount of the asset may result from, but are not limited 
to, significant changes in the regulatory environment, the business climate, management’s plans, legal factors, market price 
of the asset, the use of the asset or the physical condition of the asset. An impairment analysis of generating facilities or 
pipelines requires estimates of possible future market prices, load growth, competition and many other factors over the lives 
of the facilities. Any resulting impairment loss is highly dependent on the underlying assumptions and could significantly 
affect the Company’s results of operations. 
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The Company’s Consolidated Balance Sheet as of December 31, 2008 includes goodwill of acquired businesses of 
$5.0 billion. Goodwill is allocated to each reporting unit and is tested at least annually for impairments using a variety of 
methods, principally discounted projected future net cash flows, with any impairments charged to earnings. The Company 
completed its annual review as of October 31 and no indicators of impairment were identified as of December 31, 2008. A 
significant amount of judgment is required in performing goodwill impairment tests. Key assumptions used in the testing 
include, but are not limited to, the use of estimated future cash flows, earnings before interest, taxes, depreciation and 
amortization (“EBITDA”) multiples and an appropriate discount rate. Estimated future cash flows are impacted by, among 
other factors, growth rates, changes in regulations and rates, ability to renew contracts and estimates of future commodity 
prices. In estimating cash flows, the Company incorporates current market information as well as historical factors.  
 
Accrued Pension and Postretirement Expense 
 
The Company sponsors defined benefit pension and other postretirement benefit plans that cover the majority of its 
employees. The Company recognizes the funded status of its defined benefit pension and other postretirement benefit plans in 
the Consolidated Balance Sheets. Funded status is the fair value of plan assets minus the benefit obligation as of the 
measurement date. As of December 31, 2008, the Company recognized a net liability totaling $938 million for the under-
funded status for the Company’s defined benefit pension and other postretirement benefit plans. As of December 31, 2008, 
amounts not yet recognized as components of net periodic benefit cost and that were included in net regulatory assets totaled 
$653 million. 
 
The expense and benefit obligations relating to these pension and other postretirement benefit plans are based on actuarial 
valuations. Inherent in these valuations are key assumptions, including discount rates, expected long-term rate of return on 
plan assets and health care cost trend rates. These actuarial assumptions are reviewed annually and modified as appropriate. 
The Company believes that the assumptions utilized in recording obligations under the plans are reasonable based on prior 
experience and market conditions. Refer to Note 15 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-
K for disclosures about the Company’s pension and other postretirement benefit plans, including the key assumptions used to 
calculate the funded status and net periodic benefit cost for these plans as of and for the year ended December 31, 2008. 
 
In establishing its assumption as to the expected long-term rate of return on plan assets, the Company reviews the expected 
asset allocation and develops return assumptions for each asset class based on historical performance and forward-looking 
views of the financial markets. Pension and other postretirement benefit expenses increase as the expected long-term rate of 
return on plan assets decreases. The Company regularly reviews its actual asset allocations and periodically rebalances its 
investments to its targeted allocations when considered appropriate. 
 
The Company chooses a discount rate based upon high quality fixed-income investment yields in effect as of the 
measurement date that corresponds to the expected benefit period. The pension and other postretirement benefit liabilities, as 
well as expenses, increase as the discount rate is reduced. 
 
The Company chooses a health care cost trend rate that reflects the near and long-term expectations of increases in medical 
costs and corresponds to the expected benefit payment periods. The health care cost trend rate gradually declines to 5% in 
2010 through 2016 at which point the rate is assumed to remain constant. Refer to Note 15 of Notes to Consolidated 
Financial Statements in Item 8 of this Form 10-K for health care cost trend rate sensitivity disclosures. 
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The actuarial assumptions used may differ materially from period to period due to changing market and economic conditions. 
These differences may result in a significant impact to the amount of pension and other postretirement benefit expense 
recorded and the funded status. If changes were to occur for the following assumptions, the approximate effect on the 
financial statements would be as follows (in millions): 
 
 Domestic Plans   
     Other Postretirement  United Kingdom 
 Pension Plans  Benefit Plans  Pension Plan 
 +0.5%  -0.5%  +0.5%  -0.5%  +0.5%  -0.5% 
            
Effect on December 31, 2008             

Benefit Obligations:            
Discount rate $ (87)  $ 94  $ (40)  $ 44  $ (94)  $ 107 
            

Effect on 2008 Periodic Cost:            
Discount rate $ (8)  $ 9  $ (2)  $ 3  $ (13)  $ 13 
Expected rate of return on plan 

assets  (8)   8   (3)   3   (9)   9 
 
A variety of factors affect the funded status of the plans, including asset returns, discount rates, plan changes and the plan 
funding practices of the Company. Specifically, the Pension Protection Act of 2006 imposed generally more stringent 
funding requirements for defined benefit pension plans, particularly for those significantly under-funded, and allowed for 
greater tax deductible contributions to such plans than previous rules permitted under the Employee Retirement Income 
Security Act of 1974. As a result, the Company may be required to increase future contributions to its domestic pension plans 
and there may be more volatility in annual contributions than historically experienced, which could have a material impact on 
financial results. Refer to “Future Uses of Cash” for additional discussion regarding investment trust valuations. 
 
Income Taxes  
 
In determining the Company’s income taxes, management is required to interpret complex tax laws and regulations. In 
preparing tax returns, the Company is subject to continuous examinations by federal, state, local and foreign tax authorities 
that may give rise to different interpretations of these complex laws and regulations. Due to the nature of the examination 
process, it generally takes years before these examinations are completed and these matters are resolved. The U.S. Internal 
Revenue Service has closed examination of the Company’s income tax returns through 2003. In the U.K., each legal entity is 
subject to examination by HM Revenue and Customs (“HMRC”), the U.K. equivalent of the U.S. Internal Revenue Service. 
HMRC has closed examination of income tax returns for all entities through 2006. In addition, state jurisdictions have closed 
examination of the Company’s income tax returns through at least 2002, except for PacifiCorp where the examinations have 
been closed through 1993 in most cases. The Company’s income tax returns in the Philippines, the most significant other 
foreign jurisdiction, have been closed through at least 2003. Although the ultimate resolution of the Company’s federal, state 
and foreign tax examinations is uncertain, the Company believes it has made adequate provisions for these tax positions and 
the aggregate amount of any additional tax liabilities that may result from these examinations, if any, will not have a material 
adverse impact on the Company’s financial results. Assets and liabilities are established for uncertain tax positions taken or 
positions expected to be taken in income tax returns when such positions are judged to not meet the “more-likely-than-not” 
threshold based on the technical merits of the position. 
 
Both PacifiCorp and MidAmerican Energy are required to pass income tax benefits related to certain property-related basis 
differences and other various differences on to their customers in most state jurisdictions. These amounts were recognized as 
a net regulatory asset totaling $607 million as of December 31, 2008, and will be included in rates when the temporary 
differences reverse. Management believes the existing regulatory assets are probable of recovery. If it becomes no longer 
probable that these costs will be recovered, the assets would be written-off and recognized in earnings. 
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The Company has not provided U.S. Federal deferred income taxes on its currency translation adjustment or the cumulative 
earnings of international subsidiaries that have been determined by management to be reinvested indefinitely. The cumulative 
earnings related to ongoing operations determined to be reinvested indefinitely were approximately $1.0 billion as of 
December 31, 2008. Because of the availability of U.S. foreign tax credits, it is not practicable to determine the U.S. federal 
income tax liability that would be payable if such earnings were not reinvested indefinitely. Deferred taxes are provided for 
earnings of international subsidiaries when the Company plans to remit those earnings. The Company periodically evaluates 
its cash requirements in the U.S. and abroad and evaluates its short- and long-term operational and fiscal objectives in 
determining whether the earnings of its foreign subsidiaries are indefinitely invested outside the U.S. or will be remitted to 
the U.S. within the foreseeable future. 
 
Revenue Recognition - Unbilled Revenue  
 
Unbilled revenue was $444 million as of December 31, 2008. Revenue from energy business customers is recognized as 
electricity or natural gas is delivered or services are provided. The determination of sales to individual customers is based on 
a systematic reading of meters, fixed reservation charges based on contractual quantities and rates or, in the case of the U.K. 
distribution businesses, when information is received from the national settlement system. At the end of each month, amounts 
of energy provided to customers since the date of the last meter reading are estimated, and the corresponding unbilled 
revenue is recorded. Factors that can impact the estimate of unbilled energy include, but are not limited to, seasonal weather 
patterns, historical trends, volumes, line losses, economic impacts and composition of customer class. Estimates are generally 
reversed in the following month and actual revenue is recorded based on subsequent meter readings. Historically, any 
differences between the actual and estimated amounts have been immaterial. 
 
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 
 
The Company’s Consolidated Balance Sheets include assets and liabilities with fair values that are subject to market risks. 
The Company’s significant market risks are primarily associated with commodity prices, foreign currency exchange rates and 
interest rates. The following sections address the significant market risks associated with the Company’s business activities. 
The Company also has established guidelines for credit risk management. The recent unprecedented volatility in the capital 
and credit markets has developed rapidly and may create additional risks in the future. Refer to Notes 2 and 9 of Notes to 
Consolidated Financial Statements included in Item 8 of this Form 10-K for additional information regarding the Company’s 
accounting for derivative contracts.  
 
Commodity Price Risk 
 
MEHC is subject to significant commodity risk, particularly through its ownership of PacifiCorp and MidAmerican Energy. 
Exposures include variations in the price of wholesale electricity that is purchased and sold, fuel costs to generate electricity, 
and natural gas supply for regulated retail gas customers. Electricity and natural gas prices are subject to wide price swings as 
demand responds to, among many other unpredictable items, changing weather, energy supply and demand, generating 
facility performance, limited storage, transmission and transportation constraints, and lack of alternative supplies from other 
areas. To mitigate a portion of the risk, our subsidiaries use derivative instruments, including forward contracts, futures, 
options, swaps and other agreements, to effectively secure future supply or sell future production at fixed prices. The settled 
cost of these contracts is generally recovered from customers in regulated rates. Accordingly, the net unrealized gains and 
losses associated with interim price movements on contracts that are accounted for as derivatives, that are probable of 
recovery in rates, are recorded as net regulatory assets or regulatory liabilities. Financial results may be negatively impacted 
if the costs of wholesale electricity, fuel or natural gas are higher than what is permitted to be recovered in rates. 
MidAmerican Energy also uses futures, options and swap agreements to economically hedge gas and electric commodity 
prices for physical delivery to non-regulated customers. The Company does not engage in a material amount of proprietary 
trading activities. 
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The table that follows summarizes the Company’s commodity risk on energy derivative contracts, excluding collateral 
netting of $129 million, as of December 31, 2008 and shows the effects of a hypothetical 10% increase and a 10% decrease in 
forward market prices by the expected volumes for these contracts as of that date. The selected hypothetical change does not 
reflect what could be considered the best or worst case scenarios (dollars in millions): 
 

 
Fair Value –  

Asset (Liability) Hypothetical Price Change 
Estimated Fair Value after 

Hypothetical Change in Price 
As of December 31, 2008 $  (528) 10% increase $ (474) 
  10% decrease   (582) 
 
Foreign Currency Risk 
 
MEHC’s business operations and investments outside the United States increase its risk related to fluctuations in foreign 
currency rates primarily in relation to the British pound. Our principal reporting currency is the United States dollar, and the 
value of the assets and liabilities, earnings, cash flows and potential distributions from our foreign operations changes with 
the fluctuations of the currency in which they transact. 
 
CE Electric UK’s functional currency is the British pound. At December 31, 2008, a 10% devaluation in the British pound to 
the United States dollar would result in MEHC’s Consolidated Balance Sheet being negatively impacted by a $176 million 
cumulative translation adjustment in accumulated other comprehensive income. A 10% devaluation in the average currency 
exchange rate would have resulted in lower reported earnings for CE Electric UK of $25 million in 2008. 
 
Interest Rate Risk 
 
The following table summarizes the Company’s fixed-rate long-term debt totaling $18.60 billion and $18.96 billion as of 
December 31, 2008 and 2007, respectively and the estimated effects of hypothetical increases and decreases in interest rates 
based on rates in effect as of December 31, 2008. Because of their fixed interest rates, these instruments do not expose the 
Company to the risk of earnings loss due to changes in market interest rates. In general, such increases and decreases in fair 
value would impact earnings and cash flows only if the Company were to reacquire all or a portion of these instruments prior 
to their maturity. It is assumed that the changes occur immediately and uniformly to each debt instrument. The hypothetical 
changes in market interest rates do not reflect what could be deemed best or worst case scenarios. Variations in market 
interest rates could produce significant changes in the timing of repayments due to prepayment options available. For these 
reasons, actual results might differ from those reflected in the table (dollars in millions). 
 
  Estimated Fair Value after 
  Hypothetical Change in 
  Interest Rates 
  100 bp 100 bp 
(bp = basis points) Fair Value decrease increase 
    
December 31, 2008 $ 18,598 $ 20,318 $ 17,126 
    
December 31, 2007 $ 19,796 $ 21,603 $ 18,267 
 
As of December 31, 2008 and 2007, the Company had floating-rate obligations totaling $798 million and $729 million, 
respectively, that expose the Company to the risk of increased interest expense in the event of increases in short-term interest 
rates. This market risk is not hedged; however, if floating interest rates were to increase by 10% from December 31 levels, it 
would not have a material effect on the Company’s consolidated annual interest expense in either year. The carrying value of 
the floating-rate obligations approximates fair value as of December 31, 2008 and 2007. 
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Credit Risk 
 

Domestic Regulated Operations 
 
PacifiCorp and MidAmerican Energy extend unsecured credit to other utilities, energy marketers, financial institutions and 
other market participants in conjunction with wholesale energy supply and marketing activities. Credit risk relates to the risk 
of loss that might occur as a result of non-performance by counterparties of their contractual obligations to make or take 
delivery of electricity, natural gas or other commodities and to make financial settlements of these obligations. Credit risk 
may be concentrated to the extent that one or more groups of counterparties have similar economic, industry or other 
characteristics that would cause their ability to meet contractual obligations to be similarly affected by changes in market or 
other conditions. In addition, credit risk includes not only the risk that a counterparty may default due to circumstances 
relating directly to it, but also the risk that a counterparty may default due to circumstances involving other market 
participants that have a direct or indirect relationship with such counterparty.  
 
PacifiCorp and MidAmerican Energy analyze the financial condition of each significant wholesale counterparty before 
entering into any transactions, establish limits on the amount of unsecured credit to be extended to each counterparty and 
evaluate the appropriateness of unsecured credit limits on an ongoing basis. To mitigate exposure to the financial risks of 
wholesale counterparties, PacifiCorp and MidAmerican Energy enter into netting and collateral arrangements that may 
include margining and cross-product netting agreements and obtaining third-party guarantees, letters of credit and cash 
deposits. Counterparties may be assessed interest fees for delayed payments. If required, PacifiCorp and MidAmerican 
Energy exercise rights under these arrangements, including calling on the counterparty’s credit support arrangement.  
 
As of December 31, 2008, 69% of PacifiCorp’s credit exposure from wholesale activities, net of collateral, was with 
counterparties having investment grade credit ratings from Moody’s and Standard & Poor’s. An additional 4% of 
PacifiCorp’s credit exposure from wholesale activities, net of collateral, was from counterparties having financial 
characteristics deemed equivalent to investment grade based on internal review. Two counterparties comprise 35% of 
PacifiCorp’s aggregate credit exposure from wholesale activities, net of collateral, as of December 31, 2008. One 
counterparty is rated investment grade by Moody’s and Standard & Poor’s and PacifiCorp is not aware of any factors that 
would likely result in a downgrade of the counterparty’s credit ratings to below investment grade over the remaining term of 
transactions outstanding as of December 31, 2008. The other counterparty has non-investment grade credit ratings from an 
internal review as of December 31, 2008. 
 
As of December 31, 2008, 77% of MidAmerican Energy’s credit exposure from wholesale activities, net of collateral, was 
with counterparties having investment grade credit ratings from Moody’s or Standard & Poor’s, while an additional 23% of 
MidAmerican Energy’s credit exposure from wholesale activities, net of collateral, was with counterparties having financial 
characteristics deemed equivalent to investment grade based on internal review. A single counterparty comprises 18% of 
MidAmerican Energy’s aggregate credit exposure from wholesale activities, net of collateral, as of December 31, 2008 and is 
rated investment grade by Moody’s and Standard & Poor’s. MidAmerican Energy is not aware of any factors that would 
likely result in a downgrade of the counterparty’s credit ratings to below investment grade over the remaining term of 
transactions outstanding as of December 31, 2008. 
 
Northern Natural Gas’ primary customers include regulated local distribution companies in the upper Midwest. Kern River’s 
primary customers are major oil and gas companies or affiliates of such companies, electric generating companies, energy 
marketing and trading companies and natural gas distribution utilities which provide services in Utah, Nevada and California. 
As a general policy, collateral is not required for receivables from creditworthy customers. Customers’ financial condition 
and creditworthiness are regularly evaluated, and historical losses have been minimal. In order to provide protection against 
credit risk, and as permitted by the separate terms of each of Northern Natural Gas’ and Kern River’s tariffs, the companies 
have required customers that lack creditworthiness, as defined by the tariffs, to provide cash deposits, letters of credit or other 
security until their creditworthiness improves. 
 

CE Electric UK 
 
Northern Electric and Yorkshire Electricity charge fees for the use of their electrical infrastructure levied on supply 
companies. The supply companies, which purchase electricity from generators and traders and sell the electricity to end-use 
customers, use Northern Electric’s and Yorkshire Electricity’s distribution networks pursuant to the multilateral “Distribution 
Connection and Use of System Agreement.” Northern Electric’s and Yorkshire Electricity’s customers are concentrated in a 
small number of electricity supply businesses with RWE Npower PLC accounting for approximately 37% of distribution 
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revenues in 2008. Ofgem has determined a framework which sets credit limits for each supply business based on its credit 
rating or payment history and requires them to provide credit cover if their value at risk (measured as being equivalent to 
45 days usage) exceeds the credit limit. Acceptable credit typically is provided in the form of a parent company guarantee, 
letter of credit or an escrow account. Ofgem has indicated that, provided Northern Electric and Yorkshire Electricity have 
implemented credit control, billing and collection in line with best practice guidelines and can demonstrate compliance with 
the guidelines or are able to satisfactorily explain departure from the guidelines, any bad debt losses arising from supplier 
default will be recovered through an increase in future allowed income. Losses incurred to date have not been material. 
 

CalEnergy Generation-Foreign 
 
NIA’s obligations under the Casecnan project agreement is CE Casecnan’s sole source of operating revenue. Because of the 
dependence on a single customer, any material failure of the customer to fulfill its obligations under the project agreement 
and any material failure of the ROP to fulfill its obligation under the performance undertaking would significantly impair the 
ability to meet existing and future obligations, including obligations pertaining to the outstanding project debt. Total 
operating revenue for the Casecnan project was $138 million for the year ended December 31, 2008. The Casecnan project 
agreement expires in December 2021. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
To the Board of Directors and Shareholders 
MidAmerican Energy Holdings Company 
Des Moines, Iowa 
 
We have audited the accompanying consolidated balance sheets of MidAmerican Energy Holdings Company and subsidiaries 
(the “Company”) as of December 31, 2008 and 2007, and the related consolidated statements of operations, shareholders’ 
equity, and cash flows for each of the three years in the period ended December 31, 2008. Our audits also included the 
financial statement schedules listed in the Index at Item 15. These financial statements and financial statement schedules are 
the responsibility of the Company’s management. Our responsibility is to express an opinion on the financial statements and 
financial statement schedules based on our audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over financial reporting as 
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such 
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of 
MidAmerican Energy Holdings Company and subsidiaries as of December 31, 2008 and 2007, and the results of their 
operations and their cash flows for each of the three years in the period ended December 31, 2008, in conformity with 
accounting principles generally accepted in the United States of America. Also, in our opinion, such financial statement 
schedules, when considered in relation to the basic consolidated financial statements taken as a whole, present fairly in all 
material respects the information set forth therein. 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

(Amounts in millions) 
 
 As of December 31, 
 2008  2007 

 
ASSETS 

 
Current assets:    

Cash and cash equivalents $ 280  $ 1,178 
Trade receivables, net  1,310   1,406 
Inventories  566   476 
Derivative contracts  227   170 
Investments  1,505   397 
Other current assets  529   687 

Total current assets  4,417   4,314 
    
Property, plant and equipment, net  28,454   26,221 
Goodwill  5,023   5,339 
Regulatory assets  2,156   1,503 
Derivative contracts  97   227 
Deferred charges, investments and other   1,294   1,612 
    
Total assets $ 41,441  $ 39,216 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS (continued) 

(Amounts in millions) 
 
 As of December 31, 
 2008  2007 
    

LIABILITIES AND SHAREHOLDERS’ EQUITY 
    
Current liabilities:    

Accounts payable $ 1,240  $ 1,063 
Accrued interest  340   341 
Accrued property, income and other taxes  561   230 
Derivative contracts  183   266 
Short-term debt  836   130 
Current portion of long-term debt  421   1,966 
Current portion of MEHC subordinated debt  734   234 
Other current liabilities  578   816 

Total current liabilities  4,893   5,046 
    
Regulatory liabilities  1,506   1,629 
Derivative contracts  546   499 
MEHC senior debt  5,121   4,471 
MEHC subordinated debt  587   891 
Subsidiary debt  12,533   12,131 
Deferred income taxes  3,949   3,595 
Other long-term liabilities  1,829   1,372 

Total liabilities  30,964   29,634 
    
Minority interest  142   128 
Preferred securities of subsidiaries  128   128 
    
Commitments and contingencies (Note 18)    
    
Shareholders’ equity:    

Common stock - 115 shares authorized, no par value, 75 shares issued and 
outstanding  - 

 
 - 

Additional paid-in capital  5,455   5,454 
Retained earnings  5,631   3,782 
Accumulated other comprehensive (loss) income, net  (879)   90 

Total shareholders’ equity  10,207   9,326 
    
Total liabilities and shareholders’ equity $ 41,441  $ 39,216 

 
The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Amounts in millions) 
 
 Years Ended December 31, 
 2008  2007  2006 
      
Operating revenue:      

Energy $ 11,535  $ 10,876  $ 8,599 
Real estate  1,133   1,500   1,702 

Total operating revenue  12,668   12,376   10,301 
      
Operating costs and expenses:      

Energy:      
Cost of sales  5,170   4,649   3,417 
Operating expense  2,369   2,442   2,142 
Depreciation and amortization  1,110   1,130   975 

Real estate  1,191   1,467   1,647 
Total operating costs and expenses  9,840   9,688   8,181 

      
Operating income  2,828   2,688   2,120 
      
Other income (expense):      

Interest expense  (1,333)   (1,320)   (1,152) 
Capitalized interest  54   54   40 
Interest and dividend income  75   105   73 
Other, net  1,188   112   226 

Total other income (expense)  (16)   (1,049)   (813) 
      
Income before income tax expense, minority interest and 

preferred dividends of subsidiaries and equity income  2,812   1,639 
 

 1,307 
Income tax expense  982   456   407 
Minority interest and preferred dividends of subsidiaries  21   30   27 
Equity income  (41)   (36)   (43) 

Net income $ 1,850  $ 1,189  $ 916 
 

The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 

FOR THE THREE YEARS ENDED DECEMBER 31, 2008 
(Amounts in millions) 

 
     Accumulated  
     Other  
   Additional  Comprehensive  
 Common Paid-in Retained Income (Loss),  
 Shares Stock Capital Earnings net Total 

       
Balance, January 1, 2006  9 $ - $ 1,963 $ 1,720 $ (298) $ 3,385 
Net income  -  -  -  916  -  916 
Other comprehensive income:       

Foreign currency translation adjustment  -  -  -  -  263  263 
Fair value adjustment on cash flow hedges, net of tax of $32  -  -  -  -  54  54 
Minimum pension liability adjustment, net of tax of $146  -  -  -  -  338  338 
Unrealized gains on marketable securities, net of tax of $2  -  -  -  -  3  3 
Total comprehensive income       1,574 

Adjustment to initially apply FASB Statement No. 158, net of tax 
of $(160)  -  -  -  -  (367)  (367) 

Preferred stock conversion to common stock  41  -  -  -  -  - 
Exercise of common stock options  1  -  22  -  -  22 
Tax benefit from exercise of common stock options  -  -  34  -  -  34 
Common stock issuances  35  -  5,110  -  -  5,110 
Common stock purchases  (12)  -  (1,712)  (38)  -  (1,750) 
Other equity transactions  -  -  3  -  -  3 
Balance, December 31, 2006  74  -  5,420  2,598  (7)  8,011 
Adoption of FASB Interpretation No. 48  -  -  -  (5)  -  (5) 
Net income  -  -  -  1,189  -  1,189 
Other comprehensive income:       

Foreign currency translation adjustment  -  -  -  -  30  30 
Fair value adjustment on cash flow hedges, net of tax of $17  -  -  -  -  28  28 
Unrecognized amounts on retirement benefits, net of tax of $32  -  -  -  -  38  38 
Unrealized gains on marketable securities, net of tax of $1  -  -  -  -  1  1 
Total comprehensive income       1,286 

Exercise of common stock options  1  -  10  -  -  10 
Tax benefit from exercise of common stock options  -  -  21  -  -  21 
Other equity transactions  -  -  3  -  -  3 
Balance, December 31, 2007  75  -  5,454  3,782  90  9,326 
Net income  -  -  -  1,850  -  1,850 
Other comprehensive income:       

Foreign currency translation adjustment  -  -  -  -  (802)  (802) 
Fair value adjustment on cash flow hedges, net of tax of $(41)  -  -  -  -  (64)  (64) 
Unrecognized amounts on retirement benefits, net of tax of $(28)  -  -  -  -  (72)  (72) 
Unrealized losses on marketable securities, net of tax of $(20)  -  -  -  -  (31)  (31) 
Total comprehensive income       881 

Other equity transactions  -  -  1  (1)  -  - 
Balance, December 31, 2008  75 $ - $ 5,455 $ 5,631 $ (879) $10,207 

 
The accompanying notes are an integral part of these financial statements.
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Amounts in millions) 
 

 Years Ended December 31, 
 2008  2007  2006 
Cash flows from operating activities:      

Net income $ 1,850  $ 1,189  $ 916 
Adjustments to reconcile net income to net cash flows      

from operating activities:       
Gain on other items, net  (918)   (12)   (145) 
Depreciation and amortization  1,129   1,150   1,007 
Amortization of regulatory assets and liabilities  (23)   (16)   26 
Provision for deferred income taxes  766   129   260 
Other  (22)   (59)   69 
Changes in other operating assets and liabilities, net of effects 
from acquisitions: 

     

Trade receivables and other assets  (90)   (265)   3 
Derivative contract assets and liabilities  (120)   10   (42) 
Contributions to company-sponsored postretirement plans, net  (98)   (43)   (68) 
Accounts payable and other accrued liabilities  113   252   (103) 

Net cash flows from operating activities  2,587   2,335   1,923 
      

Cash flows from investing activities:      
Capital expenditures  (3,937)   (3,512)   (2,423) 
PacifiCorp acquisition, net of cash acquired  -   -   (4,932) 
Other acquisitions, net of cash acquired  (308)   -   (74) 
Purchases of available-for-sale securities  (203)   (1,641)   (1,504) 
Proceeds from sale of available-for-sale securities  216   1,586   1,606 
Proceeds from maturity of guaranteed investment contracts  393   201   - 
Proceeds from conversion of CEG 8% preferred stock  418   -   - 
Purchase of CEG 8% preferred stock  (1,000)   -    - 
Proceeds from sale of assets  93   65   30 
(Increase) decrease in restricted cash   (21)   75   (32) 
Other  5   (24)   8 

Net cash flows from investing activities  (4,344)   (3,250)   (7,321) 
      

Cash flows from financing activities:      
Proceeds from MEHC senior and subordinated debt  1,649   1,539   1,699 
Repayments of MEHC senior and subordinated debt  (1,803)   (784)   (234) 
Proceeds from subsidiary debt  1,498   2,000   718 
Repayments of subsidiary debt  (1,077)   (549)   (516) 
Net (payment of) proceeds from hedging instruments  (99)   (18)   53 
Net borrowings (repayments) on MEHC revolving credit facility  216   (152)   101 
Net borrowings (repayments) of subsidiary short-term debt  509   (269)   196 
Proceeds from issuances of common stock  -   10   5,132 
Purchases of common stock  -   -   (1,750) 
Other  (27)   (30)   (22) 

Net cash flows from financing activities  866   1,747   5,377 
Effect of exchange rate changes  (7)   3   6 

      
Net change in cash and cash equivalents  (898)   835   (15) 
Cash and cash equivalents at beginning of period  1,178   343   358 
Cash and cash equivalents at end of period $ 280  $ 1,178  $ 343 

 
The accompanying notes are an integral part of these financial statements. 
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MIDAMERICAN ENERGY HOLDINGS COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
(1) Organization and Operations 
 
MidAmerican Energy Holdings Company (“MEHC”) is a holding company which owns subsidiaries that are principally 
engaged in energy businesses (collectively with its subsidiaries, the “Company”). MEHC is a consolidated subsidiary of 
Berkshire Hathaway Inc. (“Berkshire Hathaway”). The Company is organized and managed as eight distinct platforms: 
PacifiCorp (which was acquired on March 21, 2006), MidAmerican Funding, LLC (“MidAmerican Funding”) (which 
primarily includes MidAmerican Energy Company (“MidAmerican Energy”)), Northern Natural Gas Company (“Northern 
Natural Gas”), Kern River Gas Transmission Company (“Kern River”), CE Electric UK Funding Company (“CE Electric 
UK”) (which primarily includes Northern Electric Distribution Limited (“Northern Electric”) and Yorkshire Electricity 
Distribution plc (“Yorkshire Electricity”)), CalEnergy Generation-Foreign (which owns a majority interest in the Casecnan 
project in the Philippines), CalEnergy Generation-Domestic (which owns interests in independent power projects in the 
United States), and HomeServices of America, Inc. (collectively with its subsidiaries, “HomeServices”). Through these 
platforms, the Company owns and operates an electric utility company in the Western United States, a combined electric and 
natural gas utility company in the Midwestern United States, two interstate natural gas pipeline companies in the United 
States, two electricity distribution companies in Great Britain, a diversified portfolio of independent power projects and the 
second largest residential real estate brokerage firm in the United States. 
 
(2) Summary of Significant Accounting Policies 
 
Basis of Consolidation 
 
The Consolidated Financial Statements include the accounts of MEHC and its subsidiaries in which it holds a controlling 
financial interest as of the financial statement date. The Consolidated Statements of Operations include the revenues and 
expenses of an acquired entity from the date of acquisition. Intercompany accounts and transactions have been eliminated. 
Certain amounts in the prior year Consolidated Financial Statements have been reclassified to conform to the current year 
presentation. Such reclassifications did not impact previously reported operating income, net income or retained earnings. 
 
Use of Estimates in Preparation of Financial Statements 
 
The preparation of the Consolidated Financial Statements in conformity with accounting principles generally accepted in the 
United States of America (“GAAP”) requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the period. These estimates include, but are not limited to, unbilled revenue, valuation of certain financial assets and 
liabilities, effects of regulation, long-lived asset recovery, goodwill impairment, accounting for contingencies, including 
environmental, regulatory and income tax matters, asset retirement obligations, and certain assumptions made in accounting 
for pension and other postretirement benefits. Actual results may differ from the estimates used in preparing the Consolidated 
Financial Statements. 
 
Cash Equivalents and Restricted Cash and Investments 
 
Cash equivalents consist of funds invested in commercial paper, money market accounts and in other investments with a 
maturity of three months or less when purchased. Cash and cash equivalents exclude amounts where availability is restricted 
by legal requirements, loan agreements or other contractual provisions. Restricted amounts are included in other current 
assets and deferred charges, investments and other in the Consolidated Balance Sheets. 
 
Investments 
 
The Company’s management determines the appropriate classifications of investments in debt and equity securities at the 
acquisition date and re-evaluates the classifications at each balance sheet date. 
 
Available-for-sale securities are carried at fair value with realized gains and losses, as determined on a specific identification 
basis, recognized in earnings and unrealized gains and losses recognized in accumulated other comprehensive income 
(“AOCI”), net of tax. Realized and unrealized gains and losses on certain trust funds related to the decommissioning of 
nuclear generation assets and the final reclamation of leased coal mining property are recorded as net regulatory assets or 
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liabilities since the Company expects to recover costs for these activities through rates. Trading securities are carried at fair 
value with realized and unrealized gains and losses recognized in earnings. Held-to-maturity securities are carried at 
amortized cost, reflecting the Company’s ability and intent to hold the securities to maturity. 
 
If in management’s judgment a decline in the fair value of an available-for-sale or held-to-maturity investment below cost is 
other than temporary, the cost of the investment is written down to fair value. Factors considered in judging whether an 
impairment is other than temporary include: the financial condition, business prospects and creditworthiness of the issuer, the 
length of time that fair value has been less than cost, the relative amount of the decline and the Company’s ability and intent 
to hold the investment until the fair value recovers. 
 
The Company utilizes the equity method of accounting with respect to investments where it exercises significant influence, 
but not control, over the operating and financial policies of the investee. The equity method of accounting is normally applied 
where the Company has a voting interest of more than 20% and less than 50%. In applying the equity method, investments 
are recorded at cost and subsequently increased or decreased by the Company’s proportionate share of the net earnings or 
losses and other comprehensive income of the investee. Dividends or other equity distributions are recorded as a reduction of 
the investment. Equity investments are required to be tested for impairment when it is determined that an other-than-
temporary loss in value below the carrying amount has occurred. 
 
Accounting for the Effects of Certain Types of Regulation 
 
PacifiCorp, MidAmerican Energy, Northern Natural Gas and Kern River (the “Domestic Regulated Businesses”) prepare 
their financial statements in accordance with the provisions of Statement of Financial Accounting Standards (“SFAS”) 
No. 71, “Accounting for the Effects of Certain Types of Regulation” (“SFAS No. 71”), which differs in certain respects from 
the application of GAAP by non-regulated businesses. In general, SFAS No. 71 recognizes that accounting for rate-regulated 
enterprises should reflect the economic effects of regulation. As a result, a regulated entity is required to defer the recognition 
of costs or income if it is probable that, through the rate-making process, there will be a corresponding increase or decrease in 
future rates. Accordingly, the Domestic Regulated Businesses have deferred certain costs and income that will be recognized 
in earnings over various future periods.  
 
Management continually evaluates the applicability of SFAS No. 71 and assesses whether its regulatory assets are probable 
of future recovery by considering factors such as a change in the regulator’s approach to setting rates from cost-based 
ratemaking to another form of regulation, other regulatory actions or the impact of competition which could limit the 
Domestic Regulated Businesses’ ability to recover their costs. Based upon this continual assessment, management believes 
the application of SFAS No. 71 continues to be appropriate and its existing regulatory assets are probable of recovery. The 
assessment reflects the current political and regulatory climate at both the state and federal levels and is subject to change in 
the future. If it becomes no longer probable that these costs will be recovered, the related regulatory assets and regulatory 
liabilities would be written off and recognized in operating income. 
 
Allowance for Doubtful Accounts 
 
The allowance for doubtful accounts is based on the Company’s assessment of the collectibility of payments from its 
customers. This assessment requires judgment regarding the ability of customers to pay the amounts owed to the Company or 
the outcome of any pending disputes. As of December 31, 2008 and 2007, the allowance for doubtful accounts totaled 
$24 million and $22 million, respectively, and is included in trade receivables, net in the Consolidated Balance Sheets. 
 
Derivatives 
 
The Company employs a number of different commodity and financial derivative instruments, including forward contracts, 
futures, options, swaps and other agreements, to manage commodity price, for example natural gas and electricity volatility, 
foreign currency exchange rate and interest rate risks. Derivative instruments are recorded in the Consolidated Balance Sheets 
as either assets or liabilities and are stated at fair value unless they are designated as normal purchases or normal sales and 
qualify for the exemption afforded by GAAP. Derivative balances reflect reductions permitted under master netting 
arrangements with counterparties and cash collateral paid or received under such agreements. Cash collateral received from 
or paid to counterparties to secure derivative contract assets or liabilities in excess of amounts offset is included in other 
current assets in the Consolidated Balance Sheets. 
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Derivative contracts for commodities used in normal business operations that are settled by physical delivery, among other 
criteria, are eligible for and may be designated as normal purchases and normal sales pursuant to the exemption. Contracts 
that qualify and are designated as normal purchases or normal sales are not marked to market. Recognition of these contracts 
in operating revenue or cost of sales in the Consolidated Statements of Operations occurs when the contracts settle. 
 
For contracts designated in hedge relationships (“hedge contracts”), the Company formally assesses, at inception and 
thereafter, whether the hedge contracts are highly effective in offsetting changes in the hedged items. The Company formally 
documents hedging activity by transaction type and risk management strategy. 
 
Changes in the fair value of a derivative designated and qualified as a cash flow hedge, to the extent effective, are included in 
the Consolidated Statements of Shareholders’ Equity as AOCI, net of tax, until the hedged item is recognized in earnings. 
The Company discontinues hedge accounting prospectively when it has determined that a derivative no longer qualifies as an 
effective hedge, or when it is no longer probable that the hedged forecasted transaction will occur. When hedge accounting is 
discontinued because the derivative no longer qualifies as an effective hedge, future changes in the value of the derivative are 
charged to earnings. Gains and losses related to discontinued hedges that were previously recorded in AOCI will remain in 
AOCI until the hedged item is realized, unless it is probable that the hedged forecasted transaction will not occur at which 
time associated deferred amounts in AOCI are immediately recognized in earnings. 
 
Certain derivative electric and natural gas contracts utilized by the regulated operations of PacifiCorp and MidAmerican 
Energy are recoverable through rates. Accordingly, unrealized changes in fair value of these contracts are deferred as net 
regulatory assets or liabilities pursuant to SFAS No. 71. 
 
Inventories 
 
Inventories consist mainly of material and supplies totaling $310 million and $275 million as of December 31, 2008 and 
2007, respectively, and fuel, which includes coal stocks, gas in storage and fuel oil, totaling $256 million and $201 million as 
of December 31, 2008 and 2007, respectively. Inventories are stated at the lower of cost or market. The cost of materials and 
supplies, coal stocks and fuel oil is determined primarily using average cost. The cost of gas in storage is determined using 
the last-in-first-out (“LIFO”) method. With respect to inventories carried at LIFO cost, the replacement cost would be 
$51 million and $73 million higher as of December 31, 2008 and 2007, respectively. 
 
Property, Plant and Equipment, Net 
 

General 
 
Property, plant and equipment is recorded at historical cost. The Company capitalizes all construction related material, direct 
labor and contract services, as well as indirect construction costs, which include capitalized interest and equity allowance for 
funds used during construction (“AFUDC”). The cost of major additions and betterments are capitalized, while costs for 
replacements, maintenance and repairs that do not improve or extend the lives of the respective assets are charged to 
operating expense. Depreciation and amortization are generally computed by applying the composite or straight-line method 
based on estimated economic lives or regulatorily mandated recovery periods. Periodic depreciation studies are performed to 
determine the appropriate group lives, net salvage and group depreciation rates. These studies are reviewed and approved by 
the various regulatory bodies. 
 
Generally when the Company retires or sells its domestic regulated property, plant and equipment, it charges the original cost 
to accumulated depreciation. Any net cost of removal is charged against the cost of removal regulatory liability that was 
established through depreciation rates. Net salvage is recorded in the related accumulated depreciation and amortization 
accounts and is considered in determining future deprecation rates. Any gain or loss on disposals of all other assets is 
recorded in income or expense.  
 
The Domestic Regulated Businesses record AFUDC, which represents the estimated costs of debt and equity funds necessary 
to finance the construction of domestic regulated facilities. AFUDC is capitalized as a component of property, plant and 
equipment, with offsetting credits to the Consolidated Statements of Operations. After construction is completed, the 
Company is permitted to earn a return on these costs by their inclusion in rate base, as well as recover these costs through 
depreciation expense over the useful life of the related assets. 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 91

Asset Retirement Obligations 
 
The Company recognizes legal asset retirement obligations (“ARO”), mainly related to the decommissioning of nuclear 
generation assets and the final reclamation of leased coal mining property. The fair value of an ARO liability is recognized in 
the period in which it is incurred, if a reasonable estimate of fair value can be made, and is added to the carrying amount of 
the associated asset, which is then depreciated over the remaining useful life of the asset. Subsequent to the initial 
recognition, the ARO liability is adjusted for any revisions to the expected value of the retirement obligation (with 
corresponding adjustments to property, plant and equipment) and for accretion of the ARO liability due to the passage of 
time. The difference between the ARO liability, the corresponding ARO asset included in property, plant and equipment and 
amounts recovered in rates to satisfy such liabilities is recorded as a regulatory asset or liability. Estimated removal costs that 
PacifiCorp and MidAmerican Energy recover through approved depreciation rates, but that do not meet the requirements of a 
legal ARO, are accumulated in asset retirement removal costs within regulatory liabilities in the Consolidated Balance 
Sheets. 
 

Impairment 
 
The Company evaluates long-lived assets for impairment, including property, plant and equipment, when events or changes 
in circumstances indicate that the carrying value of such assets may not be recoverable, or the assets meet the criteria of held 
for sale. Upon the occurrence of a triggering event, the asset is reviewed to assess whether the estimated undiscounted cash 
flows expected from the use of the asset plus the residual value from the ultimate disposal exceeds the carrying value of the 
asset. If the carrying value exceeds the estimated recoverable amounts, the asset is written down to the estimated discounted 
present value of the expected future cash flows from using the asset. For regulated assets, any impairment charge is offset by 
the establishment of a regulatory asset to the extent recovery in rates is probable. For all other assets, any resulting 
impairment loss is reflected in the Consolidated Statements of Operations.  
 
Goodwill 
 
Goodwill represents the difference between purchase cost and the fair value of net assets acquired in business acquisitions. 
Goodwill is allocated to each reporting unit and is tested at least annually for impairments using a variety of methods, 
principally discounted projected future net cash flows, with any impairments charged to earnings. The Company completed 
its annual review as of October 31. Key assumptions used in the testing include, but are not limited to, the use of estimated 
future cash flows, earnings before interest, taxes, depreciation and amortization (“EBITDA”) multiples and an appropriate 
discount rate. In estimating cash flows, the Company incorporates current market information as well as historical factors. 
During 2008, 2007 and 2006, the Company did not record any goodwill impairments. 
 
The Company records goodwill adjustments for (i) changes in the estimates or the settlement of tax bases of acquired assets, 
liabilities and carryforwards and items relating to acquired entities’ prior income tax returns, (ii) the tax benefit associated 
with the excess of tax-deductible goodwill over the reported amount of goodwill, and (iii) changes to the purchase price 
allocation prior to the end of the allocation period, which is generally one year from the acquisition date. 
 
Revenue Recognition 
 

Energy Businesses 
 
Revenue from energy business customers is recognized as electricity or natural gas is delivered or services are provided. 
Revenue recognized includes unbilled, as well as billed, amounts. As of December 31, 2008 and 2007, unbilled revenue was 
$444 million and $480 million, respectively, and is included in trade receivables, net in the Consolidated Balance Sheets. 
 
Rates charged by the domestic regulated energy businesses are subject to federal and state regulation. When preliminary rates 
are permitted to be billed prior to final approval by the applicable regulator, certain revenue collected may be subject to 
refund and a provision for estimated refunds is accrued. Electric distribution revenues in the U.K. are limited to amounts 
allowed under their regulatory formula, while under-recoveries are not recognized in revenue. Over- or under-recoveries of 
amounts allowed under the regulatory formula are either refunded to customers or recovered through adjustments in future 
rates. 
 
The Company records sales, franchise and excise taxes, which are collected directly from customers and remitted directly to 
the taxing authorities, on a net basis in the Consolidated Statements of Operations. 
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Real Estate Commission Revenue and Related Fees 

 
Commission revenue from real estate brokerage transactions and related amounts due to agents are recognized when a real 
estate transaction is closed. Title fee revenue from real estate transactions and related amounts due to the title insurer are 
recognized at closing. 
 
Unamortized Debt Premiums, Discounts and Financing Costs 
 
Premiums, discounts and financing costs incurred during the issuance of long-term debt are amortized over the term of the 
related financing using the effective interest method. 
 
Foreign Currency 
 
The accounts of foreign-based subsidiaries are measured in most instances using the local currency as the functional 
currency. Revenue and expenses of these businesses are translated into U.S. dollars at the average exchange rate for the 
period. Assets and liabilities are translated at the exchange rate as of the end of the reporting period. Gains or losses from 
translating the financial statements of foreign-based operations are included in shareholders’ equity as a component of AOCI. 
Gains or losses arising from other transactions denominated in a foreign currency are included in the Consolidated 
Statements of Operations. 
 
Income Taxes 
 
Berkshire Hathaway commenced including the Company in its U.S. federal income tax return in 2006 as a result of 
converting its convertible preferred stock of MEHC into shares of MEHC common stock on February 9, 2006. The 
Company’s provision for income taxes has been computed on a stand-alone basis. Prior to the conversion, the Company filed 
a consolidated U.S. federal income tax return. 
 
Deferred tax assets and liabilities are based on differences between the financial statements and tax bases of assets and 
liabilities using the estimated tax rates in effect for the year in which the differences are expected to reverse. Changes in 
deferred income tax assets and liabilities that are associated with components of other comprehensive income are charged or 
credited directly to other comprehensive income. Changes in deferred income tax assets and liabilities that are associated 
with income tax benefits related to certain property-related basis differences and other various differences that PacifiCorp and 
MidAmerican Energy are required to pass on to their customers in most state jurisdictions are charged or credited directly to 
a regulatory asset or regulatory liability. These amounts were recognized as a net regulatory asset totaling $607 million and 
$606 million as of December 31, 2008 and 2007, respectively, and will be included in rates when the temporary differences 
reverse. Other changes in deferred income tax assets and liabilities are included as a component of income tax expense. 
Valuation allowances have been established for certain deferred tax assets where management has judged that realization is 
not likely. 
 
Investment tax credits are generally deferred and amortized over the estimated useful lives of the related properties or as 
prescribed by various regulatory jurisdictions.  
 
The Company has not provided U.S. federal deferred income taxes on its currency translation adjustment or the cumulative 
earnings of international subsidiaries that have been determined by management to be reinvested indefinitely. The cumulative 
earnings related to ongoing operations determined to be reinvested indefinitely were approximately $1 billion as of 
December 31, 2008. Because of the availability of U.S. foreign tax credits, it is not practicable to determine the U.S. federal 
income tax liability that would be payable if such earnings were not reinvested indefinitely. Deferred taxes are provided for 
earnings of international subsidiaries when the Company plans to remit those earnings. 
 
In determining the Company’s income taxes, management is required to interpret complex tax laws and regulations. In 
preparing tax returns, the Company is subject to continuous examinations by federal, state, local and foreign tax authorities 
that may give rise to different interpretations of these complex laws and regulations. Due to the nature of the examination 
process, it generally takes years before these examinations are completed and these matters are resolved. The U.S. Internal 
Revenue Service has closed examination of the Company’s income tax returns through 2003. In the U.K., each legal entity is 
subject to examination by HM Revenue and Customs (“HMRC”), the U.K. equivalent of the U.S. Internal Revenue Service. 
HMRC has closed examination of income tax returns for all entities through 2006. In addition, state jurisdictions have closed 
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examination of the Company’s income tax returns through at least 2002, except for PacifiCorp where the examinations have 
been closed through 1993 in most cases. The Company’s income tax returns in the Philippines, the most significant other 
foreign jurisdiction, have been closed through at least 2003. Although the ultimate resolution of the Company’s federal, state 
and foreign tax examinations is uncertain, the Company believes it has made adequate provisions for these tax positions and 
the aggregate amount of any additional tax liabilities that may result from these examinations, if any, will not have a material 
adverse affect on the Company’s financial results. Assets and liabilities are established for uncertain tax positions taken or 
positions expected to be taken in income tax returns when such positions are judged to not meet the “more-likely-than-not” 
threshold based on the technical merits of the position. The Company’s unrecognized tax benefits are primarily included in 
other long-term liabilities in the Consolidated Balance Sheets. The Company recognizes interest and penalties, if any, related 
to income taxes in income tax expense in the Consolidated Statements of Operations. 
 
New Accounting Pronouncements 
 
In December 2008, the Financial Accounting Standards Board (the “FASB”) issued Staff Position (“FSP”) No. 132(R)-1, 
“Employers’ Disclosures about Postretirement Benefit Plan Assets” (“FSP FAS 132(R)-1”). FSP FAS 132(R)-1 is intended to 
improve financial reporting about plan assets of defined benefit pension and other postretirement plans by requiring enhanced 
disclosures to enable investors to better understand how investment allocation decisions are made and the major categories of 
plan assets. FSP FAS 132(R)-1 also requires disclosure of the inputs and valuation techniques used to measure fair value and 
the effect of fair value measurements using significant unobservable inputs on changes in plan assets. In addition, FSP FAS 
132(R)-1 establishes disclosure requirements for significant concentrations of risk within plan assets. FSP FAS 132(R)-1 is 
effective for financial statements issued after December 15, 2009, with early application permitted. The Company is currently 
evaluating the impact of adopting FSP FAS 132(R)-1 on its disclosures included within the Notes to Consolidated Financial 
Statements. 
 
In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities – an 
amendment of FASB Statement No. 133” (“SFAS No. 161”). SFAS No. 161 is intended to improve financial reporting about 
derivative instruments and hedging activities by requiring enhanced disclosures to enable investors to better understand how 
and why an entity uses derivative instruments and their effects on an entity’s financial position, financial performance and 
cash flows. SFAS No. 161 is effective for financial statements issued for fiscal years and interim periods beginning after 
November 15, 2008, with early application encouraged. The Company is currently evaluating the impact of adopting SFAS 
No. 161 on its disclosures included within the Notes to Consolidated Financial Statements.  
 
In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (“SFAS No. 141(R)”). SFAS No. 141(R) 
applies to all transactions or other events in which an entity obtains control of one or more businesses. SFAS No. 141(R) 
establishes how the acquirer of a business should recognize, measure and disclose in its financial statements the identifiable 
assets and goodwill acquired, the liabilities assumed and any noncontrolling interest in the acquired business. SFAS 
No. 141(R) is applied prospectively for all business combinations with an acquisition date on or after the beginning of the 
first annual reporting period beginning on or after December 15, 2008, with early application prohibited. SFAS No. 141(R) 
will not have an impact on the Company’s historical Consolidated Financial Statements and will be applied to business 
combinations completed, if any, on or after January 1, 2009. 
 
In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements – an 
amendment of ARB No. 51” (“SFAS No. 160”). SFAS No. 160 establishes accounting and reporting standards for the 
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS No. 160 requires entities to report 
noncontrolling interests as a separate component of shareholders’ equity in the consolidated financial statements. The amount 
of earnings attributable to the parent and to the noncontrolling interests should be clearly identified and presented on the face 
of the consolidated statements of operations. Additionally, SFAS No. 160 requires any changes in a parent’s ownership 
interest of its subsidiary, while retaining its control, to be accounted for as equity transactions. SFAS No. 160 is effective for 
fiscal years beginning on or after December 15, 2008 and interim periods within those fiscal years. The Company is currently 
evaluating the impact of adopting SFAS No. 160 on its consolidated financial position and results of operations. 
 
In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). SFAS No. 157 defines 
fair value, establishes a framework for measuring fair value and expands disclosures about fair value measurements. SFAS 
No. 157 does not impose fair value measurements on items not already accounted for at fair value; rather it applies, with 
certain exceptions, to other accounting pronouncements that either require or permit fair value measurements. Under SFAS 
No. 157, fair value refers to the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants in the principal or most advantageous market. The standard clarifies that fair value 
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should be based on the assumptions market participants would use when pricing the asset or liability. In February 2008, the 
FASB issued FSP No. 157-2, “Effective Date of FASB Statement No. 157” (“FSP FAS 157-2”), which delays the effective 
date of SFAS No. 157 for all non-financial assets and liabilities, except those that are recognized or disclosed at fair value in 
the consolidated financial statements on a recurring basis, until fiscal years beginning after November 15, 2008. These non-
financial items include assets and liabilities such as non-financial assets and liabilities assumed in a business combination, 
reporting units measured at fair value in a goodwill impairment test and AROs initially measured at fair value. In 
October 2008, the FASB issued FSP No. 157-3, “Determining the Fair Value of a Financial Asset When the Market for That 
Asset Is Not Active” (“FSP FAS 157-3”), which clarifies the application of SFAS No. 157 in a market that is not active and 
provides an example to illustrate key considerations in determining the fair value of a financial asset when the market for that 
financial asset is not active. FSP FAS 157-3 was effective upon issuance, including prior periods for which financial 
statements had not been issued. The Company applied the guidance of FSP FAS 157-3 when determining the fair value of its 
auction rate securities. The Company adopted the provisions of SFAS No. 157 for assets and liabilities recognized at fair 
value on a recurring basis effective January 1, 2008. The partial adoption of SFAS No. 157 did not have a material impact on 
the Company’s Consolidated Financial Statements. Refer to Note 7 for additional discussion. 
 
(3) Acquisitions 
 
PacifiCorp 
 
In May 2005, MEHC reached a definitive agreement with Scottish Power plc (“ScottishPower”) and its subsidiary, 
PacifiCorp Holdings, Inc., to acquire 100% of the common stock of ScottishPower’s wholly-owned indirect subsidiary, 
PacifiCorp. On March 21, 2006, a wholly owned subsidiary of MEHC acquired 100% of the common stock of PacifiCorp 
from a wholly owned subsidiary of ScottishPower for a cash purchase price of $5.11 billion, which was funded through the 
issuance of common stock (see Note 19). MEHC also incurred $10 million of direct transaction costs associated with the 
acquisition, which consisted principally of investment banker commissions and outside legal and accounting fees, resulting in 
a total purchase price of $5.12 billion. As a result of the acquisition, MEHC controls substantially all of PacifiCorp’s voting 
securities, which include both common and preferred stock. The results of PacifiCorp’s operations are included in the 
Company’s results beginning March 21, 2006. 
 

Pro Forma Financial Information 
 
The following pro forma condensed consolidated results of operations assume that the acquisition of PacifiCorp was 
completed as of January 1, 2006, and provides information for the year ended December 31, 2006 (in millions):  
 
  
Operating revenue $ 11,453 
  
Net income  $ 1,060 
 
The pro forma financial information represents the historical operating results of the combined company with adjustments for 
purchase accounting and is not necessarily indicative of the results of operations that would have been achieved if the 
acquisition had taken place at the beginning of the period presented. 
 
Chehalis Power Generating, LLC 
 
On September 15, 2008, after having received the required regulatory approvals, PacifiCorp acquired from TNA Merchant 
Projects, Inc., an affiliate of Suez Energy North America, Inc., 100% of the equity interests of Chehalis Power 
Generating, LLC, an entity owning a 520-MW natural gas-fired generating plant located in Chehalis, Washington. The total 
cash purchase price was $308 million and the estimated fair value of the acquired entity was primarily allocated to the 
generating plant. Chehalis Power Generating, LLC was merged into PacifiCorp immediately following the acquisition. The 
results of the plant’s operations have been included in the Company’s Consolidated Financial Statements since the 
acquisition date. 
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BYD Company Limited  
 

In September 2008, MEHC reached a definitive agreement with BYD Company Limited (“BYD”) to purchase 225 million 
shares, representing approximately a 10% interest in the company, at a price of Hong Kong (“HK”) $8 per share or 
HK$1.8 billion (approximately $230 million). Established in 1995, BYD is a Hong Kong listed company with two main 
businesses: technology, including rechargeable batteries, chargers and cell phone design and assembly, and automobiles. 
BYD has seven production bases in Guangdong, Beijing, Shanghai, and Xi’an and has offices in the United States, Europe, 
Japan, South Korea, India, Taiwan, Hong Kong and other regions. BYD has over 130,000 employees. The purchase was 
approved by an affirmative vote of the holders of two thirds of the outstanding shares of BYD at an extraordinary general 
meeting held on December 3, 2008. The closing remains subject to approval by the China Securities Regulatory Commission 
and the filing of amendments to BYD’s articles of association. In the event that the conditions precedent are not fulfilled by 
March 26, 2009 the parties are not bound to proceed with the transaction. MEHC expects the transaction to close in 2009. 
 
 (4) Property, Plant and Equipment, Net  
 
Property, plant and equipment, net consist of the following as of December 31 (in millions): 
 
 Depreciation     
 Life  2008  2007 
      
Regulated assets:      

Utility generation, distribution and transmission system  5-85 years  $ 32,795  $ 30,369 
Interstate pipeline assets  3-67 years   5,649   5,484 
    38,444   35,853 
Accumulated depreciation and amortization    (12,456)   (12,280) 

Regulated assets, net    25,988   23,573 
      
Non-regulated assets:      

Independent power plants  10-30 years   681   680 
Other assets  3-30 years   547   650 
    1,228   1,330 
Accumulated depreciation and amortization    (430)   (427) 

Non-regulated assets, net    798   903 
      
Net operating assets    26,786   24,476 
Construction in progress    1,668   1,745 

Property, plant and equipment, net   $ 28,454  $ 26,221 
 
Substantially all of the construction in progress as of December 31, 2008 and 2007 relates to the construction of regulated 
assets. 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 96

(5) Jointly Owned Utility Facilities  
 
Under joint facility ownership agreements with other utilities, both PacifiCorp and MidAmerican Energy, as tenants in 
common, have undivided interests in jointly owned generation and transmission facilities. The Company accounts for its 
proportional share of each facility, and each joint owner has provided financing for its share of each generating facility or 
transmission line. Operating costs of each facility are assigned to joint owners based on ownership percentage or energy 
purchased, depending on the nature of the cost. Operating costs and expenses in the Consolidated Statements of Operations 
include the Company’s share of the expenses of these facilities. 
 
The amounts shown in the table below represent the Company’s share in each jointly owned facility as of December 31, 2008 
(dollars in millions): 
 

(1) PacifiCorp has contracted to purchase the remaining 50% of the output of the Hermiston plant. 
 

     Accumulated  Construction 
 Company  Facility in   Depreciation/  Work-in- 
 Share  Service  Amortization  Progress 
        
PacifiCorp:        

Jim Bridger Nos. 1-4   67%  $ 996  $ 481  $ 29 
Wyodak  80   333   172   4 
Hunter No. 1  94   305   150   8 
Colstrip Nos. 3 and 4  10   244   121   2 
Hunter No. 2  60   194   90   10 
Hermiston(1)  50   173   41   - 
Craig Nos. 1 and 2  19   168   79   - 
Hayden No. 1  25   45   21   1 
Foote Creek  79   37   15   - 
Hayden No. 2  13   28   14   1 
Other transmission and distribution facilities Various   83   19   - 

Total PacifiCorp    2,606   1,203   55 
        
MidAmerican Energy:        

Walter Scott, Jr. Unit No. 4  60%   656   28   - 
Louisa Unit No. 1  88   758   355   - 
Walter Scott, Jr. Unit No. 3  79   349   239   156 
Quad Cities Unit Nos. 1 and 2  25   335   153   22 
Ottumwa Unit No. 1  52   265   154   4 
George Neal Unit No. 4  41   170   129   - 
George Neal Unit No. 3  72   146   112   2 
Transmission facilities Various   170   48   - 

Total MidAmerican Energy    2,849   1,218   184 
        
Total   $ 5,455  $ 2,421  $ 239 
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(6) Regulatory Matters 
 
Regulatory Assets and Liabilities 
 
Regulatory assets represent costs that are expected to be recovered in future rates. The Company’s regulatory assets reflected 
in the Consolidated Balance Sheets consist of the following as of December 31 (in millions): 
 
 Weighted     
 Average      
 Remaining Life  2008  2007 
      

Deferred income taxes(1)  29 years  $ 675  $ 680 
Employee benefit plans(2)   11 years   663   274 
Unrealized loss on regulated derivatives(3)  6 years   498   276 
Other  Various   320   273 

Total   $ 2,156  $ 1,503 
 
(1) Amounts represent income tax benefits related to state accelerated tax depreciation and certain property-related basis differences that were 

previously flowed through to customers and will be included in rates when the temporary differences reverse. 
  
(2) Represents amounts not yet recognized as components of net periodic benefit cost that will be recovered in rates when recognized. 
  
(3) Amounts represent net unrealized losses related to derivative contracts included in rates. 
 
The Company had regulatory assets not earning a return or earning less than the stipulated return as of December 31, 2008 
and 2007 of $1.9 billion and $1.3 billion, respectively. 
 
Regulatory liabilities represent income to be recognized or amounts to be returned to customers in future periods. The 
Company’s regulatory liabilities reflected in the Consolidated Balance Sheets consist of the following as of December 31 (in 
millions): 
 
 Weighted     
 Average     
 Remaining Life  2008  2007 
      

Cost of removal accrual(1) (2)  30 years  $ 1,265  $ 1,198 
Asset retirement obligations(1)  30 years   90   148 
Unrealized gain on regulated derivatives  1 year   52   - 
Employee benefit plans(3)  14 years   10   173 
Other  Various   89   110 

Total   $ 1,506  $ 1,629 
 
(1) Amounts are deducted from rate base or otherwise accrue a carrying cost. 
  
(2) Amounts represent the remaining estimated costs, as accrued through depreciation rates and exclusive of ARO liabilities, of removing assets in 

accordance with accepted regulatory practices. 
  
(3)   Represents amounts not yet recognized as components of net periodic benefit cost that are to be returned to customers in future periods when 

recognized in net periodic benefit cost. 
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Rate Matters 
 

Iowa Electric Revenue Sharing 
 
The Iowa Utilities Board (“IUB”) has approved a series of settlement agreements between MidAmerican Energy, the Iowa 
Office of Consumer Advocate (“OCA”) and other intervenors, under which MidAmerican Energy has agreed not to seek a 
general increase in electric base rates to become effective prior to January 1, 2014, unless its Iowa jurisdictional electric 
return on equity for any year covered by the applicable agreement falls below 10%, computed as prescribed in each 
respective agreement. As a party to the settlement agreements, the OCA has agreed not to request or support any decrease in 
MidAmerican Energy’s Iowa electric base rates to become effective prior to January 1, 2014.  
 
The settlement agreements also each provide that revenues associated with Iowa retail electric returns on equity above 
11.75% will be shared with customers in the form of credits against either the cost of new generation plant in Iowa or as a 
credit to their bills. The portion shared with customers is recorded as a regulatory liability and charged to depreciation and 
amortization expense when accrued. Credits are applied to the cost of new generation when the related facility is placed in 
service and depreciation expense is reduced over the life of the facility. 

 
Kern River Rate Case 

 
Kern River’s 2004 general rate case hearing concluded in August 2005. On March 2, 2006, Kern River received an initial 
decision on the case from the administrative law judge. On October 19, 2006, the Federal Energy Regulatory Commission 
(“FERC”) issued an order that modified certain aspects of the administrative law judge’s initial decision, including changing 
the allowed return on equity from 9.34% to 11.2% and granting Kern River an income tax allowance. The order also affirmed 
the rejection of certain issues included in Kern River’s filed position, including the 95% load factor for vintage shippers and a 
3% inflation factor for operating and maintenance costs. Kern River and other parties filed their requests for rehearing of the 
initial order on November 20, 2006. On April 18, 2008, the FERC issued an order denying rehearing on the issues raised by 
Kern River and other parties to the proceeding except Kern River’s request to include master limited partnerships in the 
proxy group for determining the allowed rate of return on equity. The grant of rehearing on this issue is consistent with the 
FERC’s April 17, 2008 adoption of a policy statement that addresses the inclusion of master limited partnerships in the proxy 
group used to determine a pipeline’s allowed return on equity. The FERC reopened the record for a paper hearing to 
determine Kern River’s return on equity in accordance with the policy statement.  
 
On September 30, 2008, Kern River filed an Offer of Settlement and Stipulation (“Settlement”) that was supported or not 
opposed by a majority of the long-term shippers on Kern River’s system, representing 93% of Kern River’s contracted 
entitlement. In accordance with the terms of the Settlement, those shippers that agreed to support the Settlement were charged 
the lower Settlement rates beginning October 1, 2008. On January 15, 2009, the FERC issued an order that rejected the 
Settlement, finding that the 12.5% return on equity was excessive and would result in unjust and unreasonable rates. The 
FERC determined that Kern River’s allowed return on equity should be 11.55%. The FERC directed Kern River to make a 
revised compliance filing by March 2, 2009. Comments are due March 31, 2009 and reply comments on April 15, 2009. 
 
Kern River was permitted to bill the requested rate increase prior to final approval by the FERC, subject to refund, beginning 
effective November 1, 2004. Kern River has recorded a provision for rate refunds totaling $25 million and $191 million as of 
December 31, 2008 and 2007, respectively. Pursuant to the terms of the Settlement, Kern River paid rate refunds of 
$179 million to shippers that supported the Settlement, subject to a “keep whole” provision in the Settlement that allows Kern 
River to recover all refunds paid, with interest. Kern River will propose in the March 2, 2009, compliance filing to true-up 
the early refunds with other amounts owed between Kern River and its shippers upon the final order from the FERC 
following the compliance procedure ordered by the FERC’s January 15, 2009 order.  
 

Oregon Senate Bill 408 
 
In October 2007, PacifiCorp filed its tax report for 2006 under Oregon Senate Bill 408 (“SB 408”), which was enacted in 
September 2005. SB 408 requires that PacifiCorp and other large regulated, investor-owned utilities that provide electric or 
natural gas service to Oregon customers file a report annually with the Oregon Public Utility Commission (the “OPUC”) 
comparing income taxes collected and income taxes paid, as defined by the statute and its administrative rules. PacifiCorp’s 
filing indicated that for the 2006 tax year, PacifiCorp paid $33 million more in federal, state and local taxes than was 
collected in rates from its retail customers. PacifiCorp proposed to recover $27 million of the deficiency over a one-year 
period starting June 1, 2008 and to defer any excess into a balancing account for future disposition. During the review 
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process, PacifiCorp updated its filing to address the OPUC’s staff recommendations, which increased the initial request by 
$2 million for a total of $35 million. In April 2008, the OPUC approved PacifiCorp’s revised request with $27 million to be 
recovered over a one-year period beginning June 1, 2008 and the remainder to be deferred until a later period, with interest to 
accrue at PacifiCorp’s authorized rate of return. In June 2008, PacifiCorp recorded a $27 million regulatory asset and 
associated revenues representing the amount that PacifiCorp will collect from its Oregon retail customers over the one-year 
period that began on June 1, 2008. 
 
In May 2008, the Industrial Customers of Northwest Utilities (“ICNU”) filed a petition with the Court of Appeals of the State 
of Oregon seeking judicial review of the final order with regards to PacifiCorp’s 2006 SB 408 tax report. In December 2008, 
ICNU filed their opening brief. PacifiCorp and the OPUC have until March 27, 2009 to file their response briefs. PacifiCorp 
believes the outcome of the judicial review will not have a material impact on its consolidated financial results. 
 
In October 2008, PacifiCorp filed its tax report for 2007 under SB 408. PacifiCorp’s filing indicated that for the 2007 tax 
year, PacifiCorp paid $4 million more in federal, state and local taxes than was collected in rates from its retail customers.  
 
(7) Fair Value Measurements 
 
The carrying amounts of cash and cash equivalents, receivables, payables, accrued liabilities and short-term borrowings 
approximates fair value because of the short-term maturity of these instruments. The Company has various financial 
instruments that are measured at fair value in the Consolidated Financial Statements, including marketable debt and equity 
securities and commodity derivatives. The Company’s financial assets and liabilities are measured using inputs from the 
three levels of the fair value hierarchy. A financial asset or liability classification within the hierarchy is determined based on 
the lowest level input that is significant to the fair value measurement. The three levels are as follows: 
 

• Level 1 – Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the 
Company has the ability to access at the measurement date. 

• Level 2 – Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for 
identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are 
observable for the asset or liability and inputs that are derived principally from or corroborated by observable 
market data by correlation or other means (market corroborated inputs). 

• Level 3 – Unobservable inputs reflect the Company’s judgments about the assumptions market participants 
would use in pricing the asset or liability since limited market data exists. The Company develops these inputs 
based on the best information available, including the Company’s own data. 

 
The following table presents the Company’s assets and liabilities recognized in the Consolidated Balance Sheet and measured 
at fair value on a recurring basis as of December 31, 2008 (in millions): 
 
 Input Levels for Fair Value Measurements     

Description Level 1  Level 2  Level 3  Other(1)  Total 
          
Assets(2):          
Investments in available-for-sale securities $ 216  $ 123  $ 37  $ -  $ 376 
Investments in trading securities  499   -   -   -   499 
Commodity derivatives  2   549   136   (363)   324 
 $ 717  $ 672  $ 173  $ (363)  $ 1,199 
          
Liabilities:          
Commodity derivatives $ (55)  $ (632)  $ (505)  $ 469  $ (723) 
Interest rate swap  -   (6)   -   -   (6) 
 $ (55)  $ (638)  $ (505)  $ 469  $ (729) 
 
(1) Primarily represents netting under master netting arrangements and cash collateral requirements. 
  
(2) Does not include investments in either pension or other postretirement plan assets. 
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The Company’s investments in debt and equity securities are classified as either available-for-sale or trading and are stated at 
fair value. When available, the quoted market price or net asset value of an identical security in the principal market is used 
to record the fair value. In the absence of a quoted market price in a readily observable market, the fair value is determined 
using pricing models based on observable market inputs and quoted market prices of securities with similar characteristics. 
The fair value of the Company’s investments in auction rate securities, where there is no current liquid market, is determined 
using pricing models based on available observable market data and the Company’s judgment about the assumptions, 
including liquidity and nonperformance risks, which market participants would use when pricing the asset. 
 
The Company uses various derivative instruments, including forward contracts, futures, options, swaps and other agreements. 
The fair value of derivative instruments is determined using unadjusted quoted prices for identical instruments on the 
applicable exchange in which the Company transacts. When quoted prices for identical instruments are not available, the 
Company uses forward price curves derived from market price quotations, when available, or internally developed and 
commercial models, with internal and external fundamental data inputs. Market price quotations are obtained from 
independent energy brokers, exchanges, direct communication with market participants and actual transactions executed by 
the Company. Market price quotations for certain major electricity and natural gas trading hubs are generally readily 
obtainable for the first six years, and therefore, the Company’s forward price curves for those locations and periods reflect 
observable market quotes. Market price quotations for other electricity and natural gas trading hubs are not as readily 
obtainable for the first six years or the instrument is not actively traded. Given that limited market data exists for these 
instruments, the Company uses forward price curves derived from internal models based on perceived pricing relationships to 
major trading hubs that are based on significant unobservable inputs. 
 
The following table reconciles the beginning and ending balance of the Company’s assets and liabilities measured at fair 
value on a recurring basis using significant Level 3 inputs (in millions): 
 
  Investments   
  In Available-   
  For-Sale  Commodity 
  Securities  Derivatives 
     
Balance, January 1, 2008  $ 73  $ (311) 

Changes included in earnings(1)   (5)   38 
Unrealized gains (losses) included in other comprehensive income   (31)   - 
Unrealized gains (losses) included in regulatory assets and liabilities   -   (100) 
Purchases, sales, issuances and settlements   -   (9) 
Net transfers into Level 3   -   13 

Balance, December 31, 2008  $ 37  $ (369) 
 
(1) Changes included in earnings are reported as other, net for investments in available-for-sale securities or operating revenues for commodity 

derivatives in the Consolidated Statement of Operations. Included in earnings for the year ended December 31, 2008 were unrealized losses of 
$5 million related to investments in available-for-sale securities and unrealized gains of $8 million related to commodity derivatives held at 
December 31, 2008. 

 
The Company’s long-term debt and current maturities of long-term debt are carried at cost in the Consolidated Financial 
Statements. The fair value of the Company’s long-term debt has been estimated based upon quoted market prices, where 
available, or at the present value of future cash flows discounted at rates consistent with comparable maturities with similar 
credit risks. The carrying amount of variable-rate long-term debt approximates fair value because of the frequent repricing of 
these instruments at market rates. The following table presents the carrying amount and estimated fair value of the 
Company’s long-term debt, including the current portion, as of December 31 (in millions): 
 
 2008  2007 
 Carrying 

Amount 
 

Fair Value 
 Carrying 

Amount 
 

Fair Value 
        
Long-term debt $ 19,396  $ 19,396  $ 19,693  $ 20,525 
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(8) Investments  
 
Investments consist of the following as of December 31 (in millions): 
 
 2008  2007 
    
Constellation Energy 14% Senior Notes $ 1,000  $ - 
Constellation Energy common stock  499   - 
Nuclear decommissioning trust funds  223   276 
Mine reclamation trust funds  78   112 
Guaranteed investment contract  -   397 
Auction rate securities  37   73 
Other  38   52 

Total investments $ 1,875  $ 910 
    

Reflected as:    
Investments $ 1,505  $ 397 
Other current assets   15   13 
Deferred charges, investments and other  355   500 
 $ 1,875  $ 910 

 
Noncurrent investments are included in deferred charges, investments and other in the Consolidated Balance Sheets as 
management does not intend to use them in current operations. Gross unrealized and realized gains and losses of investments 
are not material as of December 31, 2008 and 2007 and for the three years in the period ended December 31, 2008, 
respectively, except as discussed below related to Constellation Energy. 
 
On September 19, 2008, MEHC, Constellation Energy Group, Inc. (“Constellation Energy”) and MEHC Merger Sub Inc. 
signed an Agreement and Plan of Merger (the “Merger Agreement”), under which Constellation Energy would have become 
an indirect wholly-owned subsidiary of MEHC. In addition, the Company purchased a $1 billion investment in CEG 8% 
Preferred Stock. On December 17, 2008, MEHC and Constellation Energy entered into a termination agreement, pursuant to 
which, among other things, the parties agreed to terminate the Merger Agreement. As a result of the termination, the 
Company received $175 million, which is recorded in other, net in the Consolidated Statement of Operations and converted 
the $1 billion of CEG 8% Preferred Stock into $1 billion of 14% Senior Notes due from Constellation Energy, 19.9 million 
shares of Constellation Energy common stock and cash totaling $418 million. The 19.9 million common shares had a fair 
value of $499 million as of December 31, 2008, which included $41 million of unrealized holding gains recognized in other, 
net in the Consolidated Statement of Operations. The investment in the 14% Senior Notes is classified as held to maturity and 
is reported at cost, which approximates fair value as of December 31, 2008. On January 12, 2009, the Company received 
$1 billion, plus accrued interest, in full satisfaction of the 14% Senior Notes from Constellation Energy. 
 
MidAmerican Energy has established trusts for the investment of funds for decommissioning the Quad Cities Nuclear Station 
Units 1 and 2. These investments in debt and equity securities are classified as available-for-sale and are reported at fair 
value. Funds are invested in the trust in accordance with applicable federal investment guidelines and are restricted for use as 
reimbursement for costs of decommissioning the Quad Cities Station. As of December 31, 2008, 46% of the fair value of the 
trusts’ funds was invested in domestic common equity securities, 12% in domestic corporate debt securities and the 
remainder in investment grade municipal and U.S. Treasury bonds. As of December 31, 2007, 54% of the fair value of the 
trusts’ funds was invested in domestic common equity securities, 13% in domestic corporate debt securities and the 
remainder in investment grade municipal and U.S. Treasury bonds. 
 
PacifiCorp has established a trust for the investment of funds for final reclamation of a leased coal mining property. These 
investments in debt and equity securities are classified as available-for-sale and are reported at fair value. Amounts funded 
are based on estimated future reclamation costs and estimated future coal deliveries. As of December 31, 2008 and 2007, 
46% and 52%, respectively, of the fair value of the trust’s funds was invested in equity securities with the remainder invested 
in debt securities. 
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In May 2005, certain indirect wholly owned subsidiaries of CE Electric UK purchased £300 million of fixed rate guaranteed 
investment contracts (£100 million at 4.75% and £200 million at 4.73%) from a portion of the proceeds of the issuance of 
£350 million of 5.125% bonds due in 2035. These guaranteed investment contracts matured in December 2007 
(£100 million) and February 2008 (£200 million) and the proceeds were used to repay certain long-term debt of subsidiaries 
of CE Electric UK. The guaranteed investment contracts were reported at cost. 
 
The Company has interest bearing auction rate securities with a par value of $73 million and remaining maturities of 8 to 
28 years. These securities have historically provided liquidity through an auction process that reset the applicable interest rate 
at predetermined calendar intervals, usually every 28 days or less. The securities held have experienced multiple failed 
auctions and the failures resulted in the interest rate on these investments resetting at higher levels. Interest has been paid on 
the scheduled auction dates. The Company considers the securities to be temporarily impaired, except for an other-than-
temporary decline in the fair value of $5 million recorded in the fourth quarter of 2008, and has recorded unrealized losses on 
the securities of $31 million, before tax, in AOCI. The Company has the intent and ability to hold the securities until the 
remaining principal investment is collected. 
 
(9) Risk Management and Hedging Activities 
 
The Company is exposed to the impact of market fluctuations in commodity prices, principally natural gas and electricity, 
particularly through its ownership of PacifiCorp and MidAmerican Energy. Interest rate risk exists on variable rate debt, 
commercial paper and future debt issuances. The Company is also exposed to foreign currency risk primarily due to its 
business operations and investments in Great Britain. The Company employs established policies and procedures to manage 
its risks associated with these market fluctuations using various commodity and financial derivative instruments, including 
forward contracts, futures, options, swaps and other agreements. The risk management process established by each business 
platform is designed to identify, assess, monitor, report, manage, and mitigate each of the various types of risk involved in its 
business. The Company does not engage in a material amount of proprietary trading activities. 
 
The following table summarizes the various derivative mark-to-market positions included in the Consolidated Balance Sheet 
as of December 31, 2008 (in millions): 
 
    Net Accumulated 
    Regulatory Other 
 Net Derivative Assets (Liabilities)(1) Assets Comprehensive 
 Assets Liabilities Total (Liabilities) (Income) Loss(2) 
      
Commodity  $ 324 $ (723) $ (399) $ 446 $ 83 
Interest rate  -   (6)  (6)  -  6 
 $ 324 $ (729) $ (405) $ 446 $ 89 
      
Current $ 227 $ (183) $ 44   
Non-current  97   (546)  (449)   
Total $ 324 $ (729) $ (405)   
 
(1) Net derivative assets (liabilities) include $129 million of a net asset for cash collateral. 
  
(2) Before income taxes. 
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The following table summarizes the various derivative mark-to-market positions included in the Consolidated Balance Sheet 
as of December 31, 2007 (in millions): 
 
    Net Accumulated 
    Regulatory Other 
 Net Derivative Assets (Liabilities) Assets Comprehensive 
 Assets Liabilities Total (Liabilities) (Income) Loss(1) 
      
Commodity  $ 396 $ (659) $ (263) $ 277 $ (15) 
Foreign currency  1   (106)  (105)  (1)  106 
 $ 397 $ (765) $ (368) $ 276 $ 91 
      
Current $ 170 $ (266) $ (96)   
Non-current  227   (499)  (272)   
Total $ 397 $ (765) $ (368)   
 
(1) Before income taxes. 
 

Commodity Price Risk 
 
The Company is subject to significant commodity risk particularly through its ownership of PacifiCorp and MidAmerican 
Energy. Exposures include variations in the price of wholesale electricity that is purchased and sold, fuel costs to generate 
electricity, and natural gas supply for regulated retail gas customers. Electricity and natural gas prices are subject to wide 
price swings as demand responds to, among many other items, changing weather, limited storage, transmission and 
transportation constraints, and lack of alternative supplies from other areas. To mitigate a portion of the risk, the Company 
uses derivative instruments, including forward contracts, futures, options, swaps and other agreements, to effectively secure 
future supply or sell future production at fixed prices. The settled cost of these contracts is generally recovered from 
customers in regulated rates. Accordingly, the net unrealized gains and losses associated with interim price movements on 
contracts that are accounted for as derivatives, that are probable of recovery in rates, are recorded as net regulatory assets or 
regulatory liabilities. 
 
MidAmerican Energy uses futures, options, forward physical supply contracts and swap agreements to economically hedge 
electricity and natural gas commodity prices for physical delivery to nonregulated customers. Nonregulated retail physical 
electricity contracts are considered normal purchases or normal sales, and gains and losses on such contracts are recognized 
when settled. All other nonregulated gas and electric contracts are recorded at fair value. Other MEHC subsidiaries use 
derivative instruments such as swaps, future, forwards and options principally as cash flow hedges for spring operational 
sales, natural gas storage and other transactions.  
 
Realized gains and losses on all hedges and hedge ineffectiveness are recognized in income as operating revenue, cost of 
sales or operating expenses depending upon the nature of the item being hedged. Net unrealized gains and losses on hedges 
utilized for regulatory purposes are generally recorded as regulatory assets and regulatory liabilities. As of December 31, 
2008, the Company had cash flow hedges with expiration dates through December 2022. For the years ended December 31, 
2008, 2007 and 2006, hedge ineffectiveness was insignificant. As of December 31, 2008, $43 million of pre-tax net 
unrealized losses are forecasted to be reclassified from AOCI into earnings over the next twelve months as contracts settle.  
 

Foreign Currency Risk  
 
MEHC selectively reduces its foreign currency risk by hedging through foreign currency derivatives. As of December 31, 
2007, CE Electric UK had a currency rate swap agreement with a large multi-national financial institution for its U.S. dollar 
denominated $281 million 6.496%Yankee bonds. The swap agreement effectively converted the U.S. dollar fixed interest 
rate to a fixed rate in sterling. The estimated fair value of the swap agreement as of December 31, 2007 was a liability of 
$106 million based on quotes from the counterparties to these instruments and represented the estimated amount that the 
Company would expect to pay if these agreements had terminated. The swap agreement for $281 million of Yankee bonds 
expired with the maturity of the Yankee bonds on February 25, 2008. 
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(10) Short-Term Debt and Revolving Credit Facilities 
 
Short-term debt consists of the following as of December 31 (in millions): 
 
 2008  2007 
MEHC $ 216  $ - 
PacifiCorp   85    - 
MidAmerican Energy   457    86 
CE Electric UK   78    44 

Total short-term debt $ 836  $ 130 
 
MEHC 
 
MEHC has an unsecured credit facility with $585 million available through July 2011 and then reducing to $479 million 
through July 2013 and a $250 million unsecured credit facility expiring in November 2009. The credit facilities have variable 
interest rates based on the London Interbank Offered Rate (“LIBOR”) plus a spread, which varies based on MEHC’s credit 
ratings for its senior unsecured long-term debt securities, or a base rate, at MEHC’s option. These facilities are for general 
corporate purposes and also support letters of credit for the benefit of certain subsidiaries and affiliates. As of December 31, 
2008, MEHC had $216 million of borrowings outstanding under its credit facilities at an average rate of 3.05% and had 
letters of credit issued under the credit agreements totaling $43 million. As of December 31, 2007, MEHC had no borrowings 
outstanding under its credit facilities and had letters of credit issued under the credit agreements totaling $46 million. Each 
revolving credit agreement requires that MEHC’s ratio of consolidated debt to total capitalization, including current 
maturities, not exceed 0.70 to 1.0 as of the last day of any quarter. 
 
PacifiCorp 
 
PacifiCorp has a $635 million unsecured credit facility expiring in October 2012 and an unsecured credit facility with 
$760 million available through July 2011 and then reducing to $630 million through July 2013. The credit facilities have 
variable interest rates based on LIBOR plus a spread, which varies based on PacifiCorp’s credit ratings for its senior 
unsecured long-term debt securities, or a base rate, at PacifiCorp’s option. These facilities support PacifiCorp’s commercial 
paper program and its unenhanced variable-rate tax-exempt bond obligations. As of December 31, 2008, PacifiCorp had 
letters of credit issued under the credit agreements totaling $220 million to support variable-rate tax-exempt bond obligations 
and had no borrowings outstanding under its credit facilities. In addition, the credit facilities supported $85 million of 
commercial paper borrowings, at an average rate of 0.95%, and $38 million of unenhanced variable-rate tax-exempt bond 
obligations outstanding as of December 31, 2008. As of December 31, 2007, PacifiCorp had no borrowings outstanding 
under its credit facilities. Each revolving credit agreement requires that PacifiCorp’s ratio of consolidated debt to total 
capitalization, including current maturities, at no time exceed 0.65 to 1.0. 
 
MidAmerican Energy 
 
MidAmerican Energy has an unsecured credit facility with $645 million available through July 2012 and then reducing to 
$530 million through July 2013 and a $250 million unsecured credit facility expiring in October 2009. The $645 million 
credit facility has a variable interest rate based on LIBOR plus a spread, which varies based on MidAmerican Energy’s credit 
ratings for its senior unsecured long-term debt securities, or a base rate, at MidAmerican Energy’s option. The $250 million 
credit facility has a variable interest rate based on LIBOR plus 50% of the credit default swap CDX index, with a minimum 
of LIBOR plus 0.50% and a maximum of LIBOR plus 1.0%. These facilities support MidAmerican Energy’s commercial 
paper program and its variable-rate tax-exempt bond obligations. As of December 31, 2008, MidAmerican Energy had issued 
$457 million of commercial paper borrowings, at an average rate of 1.13%, had $195 million of variable-rate tax-exempt 
bond obligations outstanding as of December 31, 2008 and had no borrowings outstanding under its credit facilities. As of 
December 31, 2007, MidAmerican Energy had issued $86 million of commercial paper borrowings at an average rate of 
4.46% and had no borrowings outstanding under its credit facilities. Each revolving credit agreement requires that 
MidAmerican Energy’s ratio of consolidated debt to total capitalization, including current maturities, not exceed 0.65 to 1.0 
as of the last day of any quarter. 
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CE Electric UK 
 
CE Electric UK has a £100 million unsecured credit facility expiring in April 2010. The facility has a variable interest rate 
based on sterling LIBOR plus a spread that varies based on its credit ratings. As of December 31, 2008 and 2007, 
CE Electric UK had $78 million, at an interest rate of 2.40%, and $44 million, at an interest rate of 5.96%, respectively, of 
borrowings outstanding under its credit facility. The revolving credit agreement requires that CE Electric UK’s ratio of 
consolidated senior net debt to regulated asset value, including current maturities, not exceed 0.8 to 1.0 at CE Electric UK 
and 0.65 to 1.0 at Northern Electric and Yorkshire Electricity as of June 30 and December 31. Additionally, CE Electric 
UK’s interest coverage ratio shall not be less than 2.5 to 1.0. 
 
HomeServices 
 
HomeServices has a $125 million unsecured credit facility expiring in December 2010. The facility has a variable interest 
rate based on the prime lending rate or LIBOR, at HomeServices’ option, plus a spread that varies based on HomeServices’ 
total debt ratio. There were no borrowings outstanding under the facility as of December 31, 2008 and 2007. The revolving 
credit agreement requires that HomeServices’ ratio of consolidated total debt to earnings before interest, taxes, depreciation 
and amortization (“EBITDA”) not exceed 3.0 to 1.0 at the end of any fiscal quarter and its ratio of EBITDA to interest can 
not be less than 2.5 to 1.0 at the end of any fiscal quarter. Therefore, as of December 31, 2008, the availability under the 
credit facility was $31 million. 
 
(11) MEHC Senior Debt 
 
MEHC senior debt represents unsecured senior obligations of MEHC and consists of the following, including fair value 
adjustments and unamortized premiums and discounts, as of December 31 (in millions): 
 
 Par Value  2008  2007 
3.50% Senior Notes, due 2008 $ -  $ -  $ 450 
7.52% Senior Notes, due 2008  -   -   550 
5.875% Senior Notes, due 2012  500   500   500 
5.00% Senior Notes, due 2014  250   250   250 
5.75% Senior Notes, due 2018  650   649   - 
8.48% Senior Notes, due 2028  475   484   483 
6.125% Senior Notes, due 2036  1,700   1,699   1,699 
5.95% Senior Notes, due 2037  550   547   547 
6.50% Senior Notes, due 2037  1,000   992   992 

Total MEHC Senior Debt $ 5,125  $ 5,121  $ 5,471 
 
(12) MEHC Subordinated Debt  
 
MEHC subordinated debt consists of the following, including fair value adjustments, as of December 31 (in millions): 
 
 Par Value  2008  2007 
CalEnergy Capital Trust II-6.25%, due 2012 $ 92  $ 86  $ 96 
CalEnergy Capital Trust III-6.5%, due 2027  191   148   208 
MidAmerican Capital Trust I-11%, due 2010  136   136   227 
MidAmerican Capital Trust II-11%, due 2012  151   151   194 
MidAmerican Capital Trust III-11%, due 2011  300   300   400 
MidAmerican Capital Trust IV-11%, due 2015(1)  500   500   - 

Total MEHC Subordinated Debt $ 1,370  $ 1,321  $ 1,125 
 
(1) MEHC repaid $500 million on each of December 22, 2008 and January 13, 2009, to affiliates of Berkshire Hathaway in full satisfaction of the 

aggregate amount owed pursuant to the $1 billion of 11% mandatory redeemable trust preferred securities issued by MidAmerican Capital 
Trust IV to affiliates of Berkshire Hathaway on September 19, 2008. 
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The Capital Trusts were formed for the purpose of issuing trust preferred securities to holders and investing the proceeds 
received in subordinated debt issued by MEHC. The terms of the MEHC subordinated debt are substantially identical to 
those of the trust preferred securities. The MEHC subordinated debt associated with the CalEnergy Trusts is callable at the 
option of MEHC at any time at par value plus accrued interest. The MEHC subordinated debt associated with the 
MidAmerican Capital Trusts is not callable by MEHC except upon the limited occurrence of specified events. Distributions 
on the MEHC subordinated debt are payable either quarterly or semi-annually, depending on the issue, in arrears, and can be 
deferred at the option of MEHC for up to five years. During the deferral period, interest continues to accrue on the CalEnergy 
Capital Trusts at their stated rates, while interest accrues on the MidAmerican Capital Trusts at 13% per annum. The 
CalEnergy Capital Trust preferred securities are convertible any time into cash at the option of the holder for an aggregate 
amount of $216 million.  
 
The MidAmerican Capital Trust preferred securities are held by Berkshire Hathaway and its affiliates, which are prohibited 
from transferring the securities absent an event of default to non-affiliated persons. Interest expense to Berkshire Hathaway 
for the years ended December 31, 2008, 2007 and 2006 was $111 million, $108 million and $134 million, respectively. 
Interest expense on the CalEnergy Capital Trusts for the years ended December 31, 2008, 2007 and 2006 was $24 million, 
$28 million and $27 million, respectively. 
 
The MEHC subordinated debt is subordinated to all senior indebtedness of MEHC and is subject to certain covenants, events 
of default and optional and mandatory redemption provisions, all described in the indenture. Upon involuntary liquidation, 
the holder is entitled to par value plus any distributions in arrears. MEHC has agreed to pay to the holders of the trust 
preferred securities, to the extent that the applicable Trust has funds available to make such payments, quarterly distributions, 
redemption payments and liquidation payments on the trust preferred securities. 
 
(13) Subsidiary Debt  
 
MEHC’s direct and indirect subsidiaries are organized as legal entities separate and apart from MEHC and its other 
subsidiaries. Pursuant to separate financing agreements, substantially all or most of the properties of each of the Company’s 
subsidiaries (except CE Electric UK, MidAmerican Energy and Northern Natural Gas) are pledged or encumbered to support 
or otherwise provide the security for their own subsidiary debt. It should not be assumed that the assets of any subsidiary will 
be available to satisfy MEHC’s obligations or the obligations of its other subsidiaries. However, unrestricted cash or other 
assets which are available for distribution may, subject to applicable law, regulatory commitments and the terms of financing 
and ring-fencing arrangements for such parties, be advanced, loaned, paid as dividends or otherwise distributed or 
contributed to MEHC or affiliates thereof. The long-term debt of subsidiaries may include provisions that allow MEHC’s 
subsidiaries to redeem it in whole or in part at any time. These provisions generally include make-whole premiums. 
 
Distributions at these separate legal entities are limited by various covenants including, among others, leverage ratios, interest 
coverage ratios and debt service coverage ratios. As of December 31, 2008, all subsidiaries were in compliance with their 
covenants. However, Cordova Energy’s 537 MW gas-fired power plant in the Quad Cities, Illinois area is currently 
prohibited from making distributions by the terms of its indenture due to its failure to meet its debt service coverage ratio 
requirement. 
 
Long-term debt of subsidiaries consists of the following, including fair value adjustments and unamortized premiums and 
discounts, as of December 31 (in millions): 
 
 Par Value  2008  2007 
PacifiCorp $ 5,576  $ 5,568  $ 5,167 
MidAmerican Funding  700   657   654 
MidAmerican Energy  2,872   2,865   2,471 
Northern Natural Gas  1,000   1,000   950 
Kern River  944   944   1,016 
CE Electric UK  1,575   1,700   2,562 
Cordova Funding  185   183   188 
CE Casecnan  31   30   68 
HomeServices  7   7   21 

Total Subsidiary Debt $ 12,890  $ 12,954  $ 13,097 
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PacifiCorp 
 
The components of PacifiCorp’s long-term debt consist of the following, including unamortized premiums and discounts, as 
of December 31 (dollars in millions):  
 
 Par Value  2008  2007 
First mortgage bonds:      

4.3% to 9.2%, due through 2013 $ 977  $ 976  $ 1,390 
5.0% to 8.7%, due 2014 to 2018  721   720   221 
6.7% to 8.5%, due 2021 to 2023  324   324   324 
6.7% due 2026  100   100   100 
7.7% due 2031  300   299   299 
5.3% to 6.4%, due 2034 to 2038  2,350   2,345   2,046 

Tax-exempt obligations:      
Variable-rate series (2008-0.7% to 2.6%, 2007-3.5% to 3.8%):         

Due 2013, secured by first mortgage bonds  41   41   41 
Due 2014 to 2025  325   325   325 
Due 2024, secured by first mortgage bonds  176   176   176 

3.4% to 5.7%, due 2014 to 2025, secured by first mortgage 
bonds 

 
 184 

 
 184   183 

6.2%, due 2030  13   13   13 
Capital lease obligations – 8.8% to 14.8%, due through 2036  65   65   49 

Total PacifiCorp $ 5,576  $ 5,568  $ 5,167 
 
In January 2009, PacifiCorp issued $350 million of its 5.50% First Mortgage Bonds due January 15, 2019 and $650 million 
of its 6.00% First Mortgage Bonds due January 15, 2039. 
 
As of December 31, 2008, PacifiCorp had letters of credit available to provide credit enhancement and liquidity support for 
its variable-rate tax-exempt bond obligations totaling $517 million, of which $504 million is supporting principal payments 
and $13 million is supporting interest payments. These committed bank arrangements were fully available at December 31, 
2008 and expire periodically through May 2012. 
 
MidAmerican Funding 
 
The components of MidAmerican Funding’s long-term debt consist of the following, including fair value adjustments, as of 
December 31 (dollars in millions):  
 
 Par Value  2008  2007 
6.339% Senior Notes, due 2009 $ 175  $ 174  $ 172 
6.75% Senior Notes, due 2011  200   200   200 
6.927% Senior Bonds, due 2029  325   283   282 

Total MidAmerican Funding $ 700  $ 657  $ 654 
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MidAmerican Energy 
 
The components of MidAmerican Energy’s mortgage bonds, pollution control revenue obligations and notes consist of the 
following, including unamortized premiums and discounts, as of December 31 (dollars in millions): 
 
 Par Value  2008  2007 
Tax-exempt obligations:      

5.95% Series, due 2023, secured by general mortgage bonds $ -  $ -  $ 29 
Variable-rate series (2008-1.14%, 2007-3.51%), due 2016-

2038  195   195   121 
Notes:      

5.65% Series, due 2012  400   400   400 
5.125% Series, due 2013  275   275   275 
4.65% Series, due 2014  350   350   350 
5.95% Series, due 2017  250   249   249 
5.3% Series, due 2018  350   349   - 
6.75% Series, due 2031  400   396   396 
5.75% Series, due 2035  300   300   300 
5.80% Series, due 2036  350   349   349 

Other  2   2   2 
Total MidAmerican Energy $ 2,872  $ 2,865  $ 2,471 

 
Northern Natural Gas 
 
The components of Northern Natural Gas’ long-term debt consist of the following, including unamortized premiums and 
discounts, as of December 31 (dollars in millions): 
 
 Par Value  2008  2007 
6.75% Senior Notes, due 2008 $ -  $ -  $ 150 
7.00% Senior Notes, due 2011  250   250   250 
5.375% Senior Notes, due 2012  300   300   300 
5.125% Senior Notes, due 2015  100   100   100 
5.75% Senior Notes, due 2018  200   200   - 
5.80% Senior Notes, due 2037  150   150   150 

Total Northern Natural Gas $ 1,000  $ 1,000  $ 950 
 
Kern River 
 
The components of Kern River’s long-term debt, which is due in monthly installments, consist of the following as of 
December 31 (dollars in millions): 
 
 Par Value  2008  2007 
6.676% Senior Notes, due 2016 $ 335  $ 335  $ 361 
4.893% Senior Notes, due 2018  609   609   655 

Total Kern River $ 944  $ 944  $ 1,016 
 
Kern River provides a debt service reserve letter of credit in amounts equal to the next six months of principal and interest 
payments due on the loans which were equal to $64 million as of December 31, 2008 and 2007. 
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CE Electric UK 
 
The components of CE Electric UK and its subsidiaries’ long-term debt consist of the following, including fair value 
adjustments and unamortized premiums and discounts, as of December 31 (dollars in millions): 
 
 Par Value(1)  2008  2007 
6.496% Yankee Bonds, due 2008 $ -  $ -  $ 281 
8.875% Bearer Bonds, due 2020  146   178   232 
9.25% Eurobonds, due 2020  293   349   481 
7.25% Sterling Bonds, due 2022  293   320   425 
7.25% Eurobonds, due 2028  270   285   388 
5.125% Bonds, due 2035  293   289   391 
5.125% Bonds, due 2035  219   218   296 
CE Gas Credit Facility, 4.84% and 7.94%, due 2012  61   61   68 

Total CE Electric UK $ 1,575  $ 1,700  $ 2,562 
 
(1) Except for the Yankee bonds, which were denominated in U.S. dollars, the par values for these debt instruments are denominated in sterling and 

have been converted to U.S. dollars at the applicable exchange rate. 
 
Cordova Funding 
 
Cordova Funding Corporation (“Cordova Funding”) has senior secured bonds with interest rates ranging from 8.48% to 
9.07%, due in semi-annual installments through 2019, having a total par value of $185 million. The outstanding balance of 
these bonds, including fair value adjustments, as of December 31, 2008 and 2007 was $183 million and $188 million, 
respectively. 
 
MEHC has issued a limited guarantee of a specified portion of the final scheduled principal payment on December 15, 2019, 
on the Cordova Funding senior secured bonds in an amount up to a maximum of $37 million. 
 
Annual Repayments of Long-Term Debt 
 
The annual repayments of MEHC and subsidiary debt for the years beginning January 1, 2009 and thereafter, excluding fair 
value adjustments and unamortized premiums and discounts, are as follows (in millions):  
 
 2009 2010 2011 2012 2013 Thereafter Total 
        
MEHC senior debt $ - $ - $ - $ 500 $ - $ 4,625 $ 5,125 
MEHC subordinated debt  734  189  143  114  -  190  1,370 
PacifiCorp  144  17  588  18  267  4,542  5,576 
MidAmerican Funding  175  -  200  -  -  325  700 
MidAmerican Energy  -  -  -  400  275  2,197  2,872 
Northern Natural Gas  -  -  250  300  -  450  1,000 
Kern River  75  79  81  81  80  548  944 
CE Electric UK  -  -  6  55  -  1,514  1,575 
Cordova Funding  6  9  9  10  11  140  185 
CE Casecnan  14  17  -  -  -  -  31 
HomeServices  7  -  -  -  -  -  7 

Totals  $ 1,155 $ 311 $ 1,277 $ 1,478 $ 633 $ 14,531 $ 19,385 
 
(14) Asset Retirement Obligations 
 
The Company estimates its ARO liabilities based upon detailed engineering calculations of the amount and timing of the 
future cash spending for a third party to perform the required work. Spending estimates are escalated for inflation and then 
discounted at a credit-adjusted, risk-free rate. Changes in estimates could occur for a number of reasons including plan 
revisions, inflation and changes in the amount and timing of expected work.  
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The Company does not recognize liabilities for AROs for which the fair value cannot be reasonably estimated. Due to the 
indeterminate removal date, the fair value of the associated liabilities on certain transmission, distribution and other assets 
cannot currently be estimated and no amounts are recognized in the Consolidated Financial Statements other than those 
included in the regulatory removal cost liability established via approved depreciation rates. 
 
The change in the balance of the total ARO liability, which is included in other long-term liabilities in the Consolidated 
Balance Sheets, is summarized as follows (in millions): 
 
 2008  2007 
    
Balance, January 1 $ 422  $ 423 
Change in estimated costs  19   19 
Additions  8   6 
Retirements  (28)   (49) 
Accretion  24   23 
Balance, December 31 $ 445  $ 422 
 
The Company’s most significant ARO liabilities related to the decommissioning of nuclear power plants at MidAmerican 
Energy and the reclamation of mine property at PacifiCorp.  
 
The Nuclear Regulatory Commission (“NRC”) regulates the decommissioning of nuclear power plants, which includes the 
planning and funding for the decommissioning. In accordance with these regulations, MidAmerican Energy submits a 
biennial report to the NRC providing reasonable assurance that funds will be available to pay for its share of the Quad Cities 
Station decommissioning. The decommissioning costs are included in base rates in MidAmerican Energy’s Iowa tariffs. 
MidAmerican Energy’s share of estimated Quad Cities Station decommissioning costs was $159 million and $150 million as 
of December 31, 2008 and 2007, respectively, and is the asset retirement obligation for the Quad Cities Station. 
MidAmerican Energy has established trusts for the investment of decommissioning funds. The fair value of the assets held in 
the trusts was $230 million and $276 million as of December 31, 2008 and 2007, respectively, and is reflected in deferred 
charges, investments and other in the Consolidated Balance Sheets. 
 
PacifiCorp’s coal mining operations are subject to the Surface Mining Control and Reclamation Act of 1977 and similar state 
statutes that establish operational, reclamation and closure standards that must be met during and upon completion of mining 
activities. These mandate that mining property be restored consistent with specific standards and the approved reclamation 
plan. PacifiCorp incurs expenditures for both ongoing and final reclamation. PacifiCorp’s ARO liabilities consist principally 
of mine reclamation obligations for its Jim Bridger mine that were $84 million and $110 million as of December 31, 2008 
and 2007, respectively. PacifiCorp, by contract with Idaho Power Company, the minority owner of the Bridger Coal 
Company, maintains a trust for final reclamation of the Jim Bridger mine. The fair value of the assets held in trusts was 
$79 million and $117 million as of December 31, 2008 and 2007, respectively, and is reflected in other current assets and 
deferred charges, investments and other, including the minority interest joint-owner portions, in the Consolidated Balance 
Sheets. 
 
Certain of the Company’s decommissioning and reclamation obligations relate to jointly-owned facilities and mine sites. As 
part of the joint facility ownership agreements, each subsidiary is committed to pay either a proportionate share of 
decommissioning costs based upon its ownership percentage or, in the case of mine reclamation obligations, PacifiCorp has 
committed to pay a proportionate share of mine reclamation costs based on the amount of coal purchased by PacifiCorp. In 
the event of a default by any of the other joint participants, the respective subsidiary may be obligated to absorb, directly, or 
by paying additional sums to the entity, a proportionate share of the defaulting party’s liability. The Company’s share of the 
decommissioning and reclamation obligations are recorded as ARO liabilities. 
 
In addition to the ARO liabilities, the Company has accrued for the cost of removing other electric and gas assets through its 
depreciation rates, in accordance with accepted regulatory practices. These accruals are reflected as regulatory liabilities and 
total $1.27 billion and $1.20 billion as of December 31, 2008 and 2007, respectively. 
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(15) Employee Benefit Plans  
 
Domestic Operations 
 
PacifiCorp sponsors defined benefit pension plans that cover the majority of its employees. PacifiCorp’s pension plans 
include a noncontributory defined benefit pension plan, a supplemental executive retirement plan (“SERP”) and certain joint 
trust union plans to which PacifiCorp contributes on behalf of certain bargaining units. MidAmerican Energy sponsors 
defined benefit pension plans covering substantially all employees of MEHC and its domestic energy subsidiaries other than 
PacifiCorp. MidAmerican Energy’s pension plans include a noncontributory defined benefit pension plan and a SERP. 
PacifiCorp and MidAmerican Energy also provide certain postretirement health care and life insurance benefits through 
various plans for eligible retirees. 
 
Changes to the Company’s domestic defined benefit and other postretirement plans include the following: 
 

• In August 2008, non-union employee participants in the PacifiCorp-sponsored and MidAmerican Energy-
sponsored noncontributory defined benefit pension plans were offered the option to continue to receive pay 
credits in their current cash balance pension plan or receive equivalent fixed contributions to the PacifiCorp-
sponsored and MidAmerican Energy-sponsored 401(k) plans. The election was effective January 1, 2009, and 
resulted in the recognition of a $43 million curtailment gain. The Company recorded $41 million of the 
curtailment gain as a reduction to regulatory assets as of December 31, 2008, representing the amount to be 
returned to customers in rates. 

 
• Non-union employees hired on or after January 1, 2008, are not eligible to participate in the PacifiCorp-

sponsored or MidAmerican Energy-sponsored noncontributory defined benefit pension plans. These non-union 
employees are eligible to receive enhanced benefits under the PacifiCorp-sponsored and MidAmerican Energy-
sponsored 401(k) plans. 

 
• Effective December 31, 2007, Local Union No. 659 of the International Brotherhood of Electrical Workers 

(“Local 659”) elected to cease participation in the PacifiCorp-sponsored noncontributory defined benefit 
pension plan and participate only in the PacifiCorp-sponsored 401 (k) plan with enhanced benefits. As a result 
of this election, the Local 659 participants’ benefits were frozen as of December 31, 2007. This change resulted 
in a $2 million curtailment gain that was recorded as a reduction to regulatory assets as of December 31, 2008, 
based on the requirement to return the amount to customers in rates. Also as a result of this change, regulatory 
assets and PacifiCorp’s pension liability each decreased by $13 million. 

 
• Effective June 1, 2007, PacifiCorp switched from a traditional final-average-pay formula for its noncontributory 

defined benefit pension plan to a cash balance formula for its non-union employees. As a result of the change, 
benefits under the traditional final-average-pay formula were frozen as of May 31, 2007 for non-union 
employees, and PacifiCorp’s pension liability and regulatory assets each decreased by $111 million. 

 
PacifiCorp adopted the measurement date provisions of SFAS No. 158 at December 31, 2008, which requires that an 
employer measure plan assets and benefit obligations at the end of the employer’s fiscal year. Effective December 31, 2008, 
PacifiCorp changed its measurement date from September 30 to December 31 and recorded a $14 million transitional 
adjustment, which included a $12 million increase to regulatory assets for the portion considered probable of recovery in 
rates and a $2 million pre-tax reduction in retained earnings. Also as a result of this transitional adjustment, PacifiCorp’s 
pension and other postretirement liabilities increased by $8 million and regulatory assets decreased by $6 million. 
 
Net Periodic Benefit Cost 
 
For purposes of calculating the expected return on pension plan assets, a market-related value is used. The market-related 
value of plan assets is calculated by spreading the difference between expected and actual investment returns over a five-year 
period beginning after the first year in which they occur. In addition, as differences between expected and actual investment 
returns are admitted into the market-related value of plan assets, the corresponding gains or losses are then amortized and 
included in the net amortization component of net periodic benefit cost.  
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Combined net periodic benefit cost for the pension and other postretirement benefits plans included the following 
components for the years ended December 31 (in millions): 
 
 Pension  Other Postretirement 
 2008 2007 2006  2008 2007 2006 
        

Service cost $ 53 $ 55 $ 49  $ 12 $ 14 $ 14 
Interest cost 108 111 97  47 47 40 
Expected return on plan assets (117) (112) (95)  (43) (40) (30) 
Net amortization 8 28 27  16 21 20 
Curtailment gains  (2)  -  -   -  -  - 
Net periodic benefit cost $ 50 $ 82 $ 78  $ 32 $ 42 $ 44 

 
Funded Status 
 
The following table is a reconciliation of the combined fair value of plan assets as of December 31 (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 

        
Plan assets at fair value, beginning of year $ 1,638  $ 1,548  $ 603  $ 532 
Employer contributions  76   86   51   58 
Participant contributions  -   -   24   20 
Actual return on plan assets  (395)   175   (154)   56 
Benefits paid   (172)   (171)   (68)   (63) 
Plan assets at fair value, end of year $ 1,147  $ 1,638  $ 456  $ 603 

 
The following table is a reconciliation of the combined benefit obligations as of December 31 (in millions):  
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 

        
Benefit obligation, beginning of year $ 1,813  $ 2,038  $ 793  $ 824 
Service cost(1)  60   55   14   14 
Interest cost(1)  124   111   55   47 
Participant contributions  -   -   24   20 
Plan amendments  (7)   (130)   (13)   - 
Curtailments  (18)   -   -   - 
Actuarial gain  (55)   (90)   (92)   (49) 
Benefits paid, net of Medicare subsidy  (172)   (171)   (64)   (63) 
Benefit obligation, end of year $ 1,745  $ 1,813  $ 717  $ 793 
Accumulated benefit obligation, end of year $ 1,675  $ 1,702     

 
(1) Included in the pension and other postretirement liabilities increase in connection with PacifiCorp’s measurement date change in 2008 was 

additional service cost of $7 million and $2 million and additional interest cost of $16 million and $8 million for the pension and other 
postretirement benefit plans, respectively. 
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The combined funded status of the plans and the amounts recognized in the Consolidated Balance Sheets as of December 31 
are as follows (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 
        
Plan assets at fair value, end of year $ 1,147  $ 1,638  $ 456  $ 603 
Less – Benefit obligations, end of year  1,745   1,813   717   793 

Funded status  (598)   (175)   (261)   (190) 
Contributions after the measurement date but before year-end  -   -   -   12 
Amounts recognized in the Consolidated Balance Sheets $ (598)  $ (175)  $ (261)  $ (178) 
        
Amounts recognized in the Consolidated Balance Sheets:        

Other current assets $ -  $ -  $ 1  $ - 
Deferred charges, investments and other assets  -   77   -   - 
Other current liabilities  (12)   (11)   -   - 
Other long-term accrued liabilities  (586)   (241)   (262)   (178) 

Amounts recognized $ (598)  $ (175)  $ (261)  $ (178) 
 
The SERPs have no plan assets; however the Company has Rabbi trusts that hold corporate-owned life insurance and other 
investments to provide funding for the future cash requirements of the SERPs. The cash surrender value of all of the policies 
included in the Rabbi trusts, net of amounts borrowed against the cash surrender value, plus the fair market value of other 
Rabbi trust investments, was $140 million and $159 million as of December 31, 2008 and 2007, respectively. These assets 
are not included in the plan assets in the above table, but are reflected in the Consolidated Balance Sheets. The portion of the 
pension plans’ projected benefit obligations related to the SERPs was $148 million and $155 million as of December 31, 
2008 and 2007, respectively. PacifiCorp’s noncontributory defined benefit pension plan’s accumulated benefit obligation 
exceeded the fair value of the plan’s assets by $46 million as of December 31, 2007. 
 
Unrecognized Amounts 
 
The portion of the combined funded status of the plans not yet recognized in combined net periodic benefit cost as of 
December 31 is as follows (in millions): 
 
 Pension  Other Postretirement 
 2008  2007  2008  2007 

Amounts not yet recognized as components of net periodic 
benefit cost: 

       

Net loss $ 550  $ 108  $ 182  $ 70 
Prior service cost (credit)  (64)   (109)   (2)   13 
Net transition obligation  -   3   47   63 
Regulatory deferrals(1)  (37)   -   6   - 

Total $ 449  $ 2  $ 233  $ 146 
 
(1) Consists of amounts related to the portion of the curtailment gains and the measurement date change transitional adjustment that are considered 

probable of inclusion in rates. 
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A reconciliation of the amounts not yet recognized as components of combined net periodic benefit cost for the years ended 
December 31, 2008 and 2007 is as follows (in millions): 
 
     Accumulated   
     Other   
 Regulatory  Regulatory  Comprehensive   
 Asset  Liability  Loss  Total 
Pension        
Balance, January 1, 2007 $ 423  $ (122)  $ 14  $ 315 
Net gain arising during the year  (123)   (26)   (6)   (155) 
Prior service credit arising during the year  (129)   -   (1)   (130) 
Net amortization  (25)   -   (3)   (28) 

Total   (277)   (26)   (10)   (313) 
Balance, December 31, 2007  146   (148)   4   2 
Net (gain) loss arising during the year  326   148    (1)   473 
Prior service credit arising during the year  (7)   -    -   (7) 
Curtailment gains  (15)   -    -   (15) 
Measurement date change  6   -    -   6 
Net amortization(1)  (9)   -    (1)   (10) 

Total  301   148    (2)   447 
Balance, December 31, 2008 $ 447  $ -  $  2  $ 449 
 
       Accumulated   
     Deferred  Other   
 Regulatory  Regulatory  Income  Comprehensive   
 Asset  Liability  Taxes  Loss  Total 
Other Postretirement          
Balance, January 1, 2007 $ 190  $ (25)  $ 71  $ -  $ 236 
Net gain arising during the 

year  (54)   -   (15)   -   (69) 
Net amortization  (21)   -   -   -   (21) 

Total   (75)   -   (15)   -   (90) 
Balance, December 31, 2007  115   (25)   56   -   146 
Net (gain) loss arising during 

the year  116 
 

 15   (18)   1   114 
Prior service credit arising 

during the year  (13) 
 

 -   -   -   (13) 
Measurement date change  6   -   -   -   6 
Net amortization(1)  (20)   -   -   -   (20) 

Total  89   15   (18)   1   87 
Balance, December 31, 2008 $ 204  $ (10)  $ 38  $ 1  $ 233 
 
(1) Included in the regulatory assets decrease in connection with PacifiCorp’s measurement date change in 2008 was additional amortization of 

$2 million and $4 million for the pension and other postretirement benefit plans, respectively. 
 
The net loss, prior service credit, net transition obligation and regulatory deferrals that will be amortized in 2009 into 
combined net periodic benefit cost are estimated to be as follows (in millions): 
 
 Net  Prior Service  Net Transition  Regulatory   
 Loss  Credit  Obligation  Deferrals  Total 
          
Pension  $ 15  $ (5)  $ -  $ (9)  $ 1 
Other postretirement   2   -   13   1   16 

Total $ 17  $ (5)  $ 13  $ (8)  $ 17 
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Plan Assumptions 
 
Assumptions used to determine benefit obligations as of December 31 and combined net periodic benefit cost for the years 
ended December 31 were as follows: 
 
 Pension  Other Postretirement 
 2008 2007 2006  2008 2007 2006 
 % % %  % % % 
Benefit obligations as of the measurement date:        

PacifiCorp-sponsored plans -        
Discount rate 6.90 6.30 5.85  6.90 6.45 6.00 
Rate of compensation increase 3.50 4.00 4.00  N/A N/A N/A 

MidAmerican Energy-sponsored plans -        
Discount rate 6.50 6.00 5.75  6.50 6.00 5.75 
Rate of compensation increase 4.00 4.50 4.50  N/A N/A N/A 

        
Net periodic benefit cost for the years ended December 31:       

PacifiCorp-sponsored plans -        
Discount rate 6.30 5.76 5.75  6.45 6.00 5.75 
Expected return on plan assets 7.75 8.00 8.50  7.75 8.00 8.50 
Rate of compensation increase 4.00 4.00 4.00  N/A N/A N/A 

MidAmerican Energy-sponsored plans -        
Discount rate 6.00 5.75 5.75  6.00 5.75 5.75 
Expected return on plan assets 7.50 7.50 7.00  7.50 7.50 7.00 
Rate of compensation increase 4.50 4.50 5.00  N/A N/A N/A 

 
 2008  2007 
Assumed health care cost trend rates as of the measurement date:    

PacifiCorp-sponsored plans -    
Health care cost trend rate assumed for next year – under 65  8.00%   9.00% 
Health care cost trend rate assumed for next year – over 65  6.00%   7.00% 
Rate that the cost trend rate gradually declines to   5.00%   5.00% 
Year that the rate reaches the rate it is assumed to remain at – under 65  2012   2012 
Year that the rate reaches the rate it is assumed to remain at – over 65  2010   2010 

MidAmerican Energy-sponsored plans -    
Health care cost trend rate assumed for next year   8.50%   9.00% 
Rate that the cost trend rate gradually declines to   5.00%   5.00% 
Year that the rate reaches the rate it is assumed to remain at  2016   2016 

 
A one percentage-point change in assumed health care cost trend rates would have the following effects (in millions): 
 
 Increase (Decrease)  
 One Percentage-Point  One Percentage-Point 
 Increase  Decrease 
    
Effect on total service and interest cost $ 4  $ (3) 
Effect on other postretirement benefit obligation  44   (37) 
 
Contributions and Benefit Payments 
 
Employer contributions to the pension and other postretirement plans are expected to be $62 million and $39 million, 
respectively, for 2009. The Company’s policy is to contribute the minimum required amount to its pension plans and an 
amount equal to the sum of the net periodic benefit cost and the expected Medicare subsidy to its other postretirement plans. 
Funding to the established pension trust is based upon the actuarially determined costs of the plan and the requirements of the 
Internal Revenue Code, the Employee Retirement Income Security Act of 1974 and the Pension Protection Act of 2006, as 
amended. 
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The expected benefit payments to participants in the Company’s domestic pension and other postretirement plans for 2009 
through 2013 and for the five years thereafter are summarized below (in millions): 
 
 Projected Benefit Payments 
   Other Postretirement 
 Pension  Gross  Medicare Subsidy  Net of Subsidy 
        
2009  $ 143   $ 52   $ (5)   $ 47 
2010 134  56  (6)  50 
2011 139  57  (7)  50 
2012 143  59  (7)  52 
2013 150  61  (8)  53 
2014-18 803  346  (50)  296 
 
Investment Policy and Asset Allocation 
 
The Company’s investment policy for its pension and other postretirement plans is to balance risk and return through a 
diversified portfolio of equity securities, fixed income securities and other alternative investments. Asset allocation for the 
pension and other postretirement plans are as indicated in the tables below. Maturities for fixed income securities are 
managed to targets consistent with prudent risk tolerances. Sufficient liquidity is maintained to meet near-term benefit 
payment obligations. The plans retain outside investment advisors to manage plan investments within the parameters outlined 
by each plan’s Pension and Employee Benefits Plans Administrative Committee (“Administrative Committee”). The 
weighted-average return on assets assumption is based on historical performance for the types of assets in which the plans 
invest.  
 
PacifiCorp’s pension plan trust includes a separate account that is used to fund benefits for the other postretirement plan. In 
addition to this separate account, the assets for other postretirement benefits are held in two Voluntary Employees’ 
Beneficiaries Association (“VEBA”) Trusts, each of which has its own investment allocation strategies. PacifiCorp’s asset 
allocation (percentage of plan assets) as of December 31 was as follows: 
 
 Pension and Other Postretirement  VEBA Trusts 
 2008  2007  Target  2008  2007  Target 
 %  %  %  %  %  % 
            
Equity securities 49 56   53-57  64 64   63-67 
Debt securities 40 35   33-37  36 36   33-37 
Other   11    9   8-12    -    -   - 

Total   100    100      100    100   
 
MidAmerican Energy’s asset allocation (percentage of plan assets) as of December 31 was as follows: 
 
 Pension  Other Postretirement 
 2008  2007  Target  2008  2007  Target 
 %  %  %  %  %  % 
            
Equity securities 65  69   65-75  64  52   60-80 
Debt securities 27  24   20-30  33  46   25-35 
Other   8    7   0-10    3    2   0-5 

Total   100    100      100    100   
 
New target ranges for MidAmerican Energy’s other postretirement benefit plan assets were approved by MidAmerican 
Energy’s Administrative Committee in December 2007. No rebalancing took place before December 31, 2007; however, 
asset allocations were impacted by the highly volatile capital markets in the second half of 2008.  
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Defined Contribution Plans 
 
The Company sponsors defined contribution pension plans (401(k) plans) covering substantially all employees. The 
Company’s contributions vary depending on the plan, but are based primarily on each participant’s level of contribution and 
cannot exceed the maximum allowable for tax purposes. Total Company contributions to these plans were $41 million, 
$36 million and $34 million for 2008, 2007 and 2006, respectively. 
 
United Kingdom Operations 
 
Certain wholly-owned subsidiaries of CE Electric UK participate in the Northern Electric group of the United Kingdom 
industry-wide Electricity Supply Pension Scheme (the “UK Plan”), which provides pension and other related defined 
benefits, based on final pensionable pay, to the majority of the employees of CE Electric UK. 
 
Net Periodic Benefit Cost 
 
For purposes of calculating the expected return on pension plan assets, a market-related value is used. Market-related value is 
equal to fair value except for gains and losses on equity investments, which are amortized into market-related value on a 
straight-line basis over five years. The components of the net periodic benefit cost for the UK Plan for the years ended 
December 31 were as follows (in millions): 
 
 2008  2007  2006 
      

Service cost $ 21  $ 24  $ 18 
Interest cost  98   95   78 
Expected return on plan assets  (118)   (118)   (101) 
Net amortization  21   31   34 
Net periodic benefit cost $ 22  $ 32  $ 29 

 
Funded Status 
 
The following table is a reconciliation of the fair value of plan assets as of December 31 (in millions): 
 
 2008  2007 
    

Plan assets at fair value, beginning of year $ 1,905  $ 1,795 
Employer contributions  89   71 
Participant contributions  6   7 
Actual return on plan assets  (312)   87 
Benefits paid  (76)   (79) 
Foreign currency exchange rate changes  (440)   24 
Plan assets at fair value, end of year $ 1,172  $ 1,905 

 
The following table is a reconciliation of the benefit obligation as of December 31 (in millions): 
 
 2008  2007 
    

Benefit obligation, beginning of year $ 1,820  $ 1,813 
Service cost  21   24 
Interest cost  98   95 
Participant contributions  6   7 
Benefits paid  (76)   (79) 
Actuarial gain  (162)   (64) 
Foreign currency exchange rate changes  (456)   24 
Benefit obligation, end of year $ 1,251  $ 1,820 
Accumulated benefit obligation, end of year $ 1,202  $ 1,725 
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The funded status of the plan and the amounts recognized in the Consolidated Balance Sheets as of December 31 is as 
follows (in millions): 
 
 2008  2007 
    
Plan assets at fair value, end of year $ 1,172  $ 1,905 
Less – Benefit obligation, end of year  1,251   1,820 
Funded status $ (79)  $ 85 
    
Amounts recognized in the Consolidated Balance Sheets:    

Deferred charges, investments and other assets $ -  $ 85 
Other long-term accrued liabilities  (79)   - 

Amounts recognized $ (79)  $ 85 
 
Unrecognized Amounts 
 
The portion of the funded status of the plan not yet recognized in net periodic benefit cost as of December 31 is as follows 
(in millions): 
 
 2008  2007 
    
Amounts not yet recognized as components of net periodic benefit cost:    

Net loss $ 547  $ 442 
Prior service cost  7   11 

Total $ 554  $ 453 
 
A reconciliation of the amounts not yet recognized as components of net periodic benefit cost, which are included in 
accumulated other comprehensive income (loss) in the Consolidated Balance Sheets, for the years ended December 31is as 
follows (in millions): 
 
 2008  2007 
    
Balance, beginning of year $ 453  $ 513 
Net (gain) loss arising during the year  269   (34) 
Net amortization  (21)   (31) 
Foreign currency exchange rate changes  (147)   5 

Total   101   (60) 
Balance, end of year $ 554  $ 453 
 
The net loss and prior service cost that will be amortized from accumulated other comprehensive income (loss) in 2009 into 
net periodic benefit cost is estimated to be $12 million and $1 million, respectively. 
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Plan Assumptions 
 
Assumptions used to determine benefit obligations as of December 31 and net periodic benefit cost for the years ended 
December 31 are as follows: 
 
 2008  2007  2006 
 %  %  % 
Benefit obligations as of December 31:      

Discount rate 6.40  5.90  5.20 
Rate of compensation increase 3.25  3.45  3.25 

 
Net benefit cost for the years ended December 31:      

Discount rate 5.90  5.20  4.75 
Expected return on plan assets 7.00  7.00  7.00 
Rate of compensation increase 3.45  3.25  2.75 

 
Contributions and Benefit Payments 
 
The expected benefit payments to participants in the UK Plan for 2009 through 2013 and for the five years thereafter using 
the foreign currency exchange rate as of December 31, 2008 are summarized below (in millions): 
 
2009 $ 57 
2010  59 
2011  60 
2012  62 
2013  63 
2014-2018  340 
 
Employer contributions to the UK Plan are currently expected to be £44 million for 2009. 
 
Investment Policy and Asset Allocation 
 
CE Electric UK’s investment policy for its pension plan is to balance risk and return through a diversified portfolio of equity 
securities, fixed income securities and real estate. Maturities for fixed income securities are managed such that sufficient 
liquidity exists to meet near-term benefit payment obligations. The plan retains outside investment advisors to manage plan 
investments within the parameters set by the trustees of the UK Plan in consultation with CE Electric UK. The return on 
assets assumption is based on a weighted average of the expected historical performance for the types of assets in which the 
plans invest. 
 
CE Electric UK’s pension plan asset allocation as of December 31 was as follows: 
 
 Percentage of Plan Assets 
 2008  2007  Target 
 %  %  % 
      
Equity securities  40   41   45 
Debt securities  51   46   45 
Other  9   13   10 

Total  100   100   
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(16) Income Taxes 
 
Income tax expense consists of the following for the years ended December 31 (in millions): 
 
 2008  2007  2006 
Current:      

Federal $ 63  $ 147  $ 6 
State  74   38   5 
Foreign  79   141   135 

  216   326   146 
Deferred:      

Federal  681   188   249 
State  45   (6)   - 
Foreign  46   (41)   21 

  772   141   270 
      
Investment tax credit, net  (6)   (11)   (9) 
Total $ 982  $ 456  $ 407 
 
A reconciliation of the federal statutory income tax rate to the effective income tax rate applicable to income before income 
tax expense for the years ended December 31 follows: 
 
 2008  2007  2006 
      
Federal statutory tax rate 35% 35% 35% 
Income tax credits (3) (3) (3) 
State taxes, net of federal tax effect 3 2 2 
Tax effect of foreign income - (2) (2) 
Change in UK corporate income tax rate - (4) - 
Other items, net   -   - (1) 
Effective income tax rate 35% 28% 31% 
 
In 2007, the Company recognized $58 million of deferred income tax benefits upon the enactment of the reduction in the 
United Kingdom corporate income tax rate from 30% to 28% to be effective April 1, 2008. 
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The net deferred tax liability consists of the following as of December 31 (in millions): 
 
 2008  2007 
Deferred tax assets:    

Regulatory liabilities $ 613  $ 662 
Employee benefits  408   161 
Foreign tax credit carryforwards  333   112 
Net unrealized losses  159   110 
Asset retirement obligations  137   120 
Federal and state carryforwards  83   104 
Nuclear reserve and decommissioning  25   24 
Revenue subject to refund  9   72 
Other  319   319 

Total deferred tax assets  2,086   1,684 
Valuation allowance  (10)   (12) 

Total deferred tax assets, net  2,076   1,672 
    

Deferred tax liabilities:    
Property, plant and equipment, net  (4,197)   (3,881) 
Regulatory assets  (1,316)   (1,074) 
Unremitted foreign earnings  (346)   (86) 
Other  (78)   (64) 

Total deferred tax liabilities  (5,937)   (5,105) 
Net deferred tax liability $ (3,861)  $ (3,433) 
    

Reflected as:    
Current assets $ 117  $ 162 
Current liabilities  (29)   - 
Non-current liabilities  (3,949)   (3,595) 
 $ (3,861)  $ (3,433) 

 
As of December 31, 2008, the Company has available $333 million of foreign tax credit carryforwards that expire 10 years 
after the date the foreign earnings are repatriated through actual or deemed dividends. As of December 31, 2008, the statute 
of limitation had not begun on the foreign tax credit carryforwards. As of December 31, 2008, the Company has available 
$83 million of state carryforwards, principally for net operating losses, that expire at various intervals between 2011 and 
2027. 
 
The Company adopted FIN 48 effective January 1, 2007 and had $117 million of net unrecognized tax benefits. Of this 
amount, the Company recognized a net increase in the liability for unrecognized tax benefits of $22 million as a cumulative 
effect of adopting FIN 48, which was offset by reductions in beginning retained earnings of $5 million, deferred income tax 
liabilities of $31 million and goodwill of $15 million and an increase in regulatory assets of $1 million in the Consolidated 
Balance Sheet. The remaining $95 million had been previously accrued under SFAS No. 5, “Accounting for Contingencies,” 
or SFAS No. 109, “Accounting for Income Taxes.” 
 
As of December 31, 2008 and 2007, net unrecognized tax benefits totaled $169 million and $127 million, respectively, which 
included $99 million and $104 million, respectively, of tax positions that, if recognized, would have an impact on the 
effective tax rate. The remaining unrecognized tax benefits relate to positions for which ultimate deductibility is highly 
certain but for which there is uncertainty as to the timing of such deductibility. Recognition of these tax benefits, other than 
applicable interest and penalties, would not affect the Company’s effective tax rate. 
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(17) Preferred Securities of Subsidiaries  
 
The total outstanding preferred stock of PacifiCorp, which does not have mandatory redemption requirements, was 
$41 million as of December 31, 2008 and 2007 and accrues annual dividends at varying rates between 4.52% to 7.0%. 
Generally, this preferred stock is redeemable at stipulated prices plus accrued dividends, subject to certain restrictions. In the 
event of voluntary liquidation, all preferred stock is entitled to stated value or a specified preference amount per share plus 
accrued dividends. Upon involuntary liquidation, all preferred stock is entitled to stated value plus accrued dividends. 
Dividends on all preferred stock are cumulative. Holders also have the right to elect members to the PacifiCorp board of 
directors in the event dividends payable are in default in an amount equal to four full quarterly payments. 
 
The total outstanding cumulative preferred securities of MidAmerican Energy are not subject to mandatory redemption 
requirements and may be redeemed at the option of MidAmerican Energy at prices which, in the aggregate, total $31 million. 
The securities accrue annual dividends at varying rates between 3.30% to 4.80%. The aggregate total the holders of all 
preferred securities outstanding as of December 31, 2008 and 2007 are entitled to upon involuntary bankruptcy was 
$30 million plus accrued dividends.  
 
The total outstanding 8.061% cumulative preferred securities of a subsidiary of CE Electric UK, which are redeemable in the 
event of the revocation of the subsidiary’s electricity distribution license by the Secretary of State, was $56 million as of 
December 31, 2008 and 2007. 
 
(18) Commitments and Contingencies  
 
Legal Matters 
 
The Company is party in a variety of legal actions arising out of the normal course of business. Plaintiffs occasionally seek 
punitive or exemplary damages. The Company does not believe that such normal and routine litigation will have a material 
effect on its consolidated financial results. The Company is also involved in other kinds of legal actions, some of which assert 
or may assert claims or seek to impose fines and penalties in substantial amounts and are described below. 
 

PacifiCorp 
 
In February 2007, the Sierra Club and the Wyoming Outdoor Council filed a complaint against PacifiCorp in the federal 
district court in Cheyenne, Wyoming, alleging violations of the Wyoming state opacity standards at PacifiCorp’s Jim Bridger 
plant in Wyoming. Under Wyoming state requirements, which are part of the Jim Bridger plant’s Title V permit and are 
enforceable by private citizens under the federal Clean Air Act, a potential source of pollutants such as a coal-fired 
generating facility must meet minimum standards for opacity, which is a measurement of light that is obscured in the flue of a 
generating facility. The complaint alleges thousands of violations of asserted six-minute compliance periods and seeks an 
injunction ordering the Jim Bridger plant’s compliance with opacity limits, civil penalties of $32,500 per day per violation, 
and the plaintiffs’ costs of litigation. The court granted a motion to bifurcate the trial into separate liability and remedy 
phases. In March 2008, the court indefinitely postponed the date for the liability-phase trial. The remedy-phase trial has not 
yet been scheduled. The court also has before it a number of motions on which it has not yet ruled. PacifiCorp believes it has 
a number of defenses to the claims. PacifiCorp intends to vigorously oppose the lawsuit but cannot predict its outcome at this 
time. PacifiCorp has already committed to invest at least $812 million in pollution control equipment at its generating 
facilities, including the Jim Bridger plant. This commitment is expected to significantly reduce system-wide emissions, 
including emissions at the Jim Bridger plant. 
 

CalEnergy Generation-Foreign 
 
In February 2002, pursuant to the share ownership adjustment mechanism in the CE Casecnan shareholder agreement, 
MEHC’s indirect wholly owned subsidiary, CE Casecnan Ltd., advised the minority shareholder of CE Casecnan, LaPrairie 
Group Contractors (International) Ltd. (“LPG”) that MEHC’s indirect ownership interest in CE Casecnan had increased to 
100% effective from commencement of commercial operations. In July 2002, LPG filed a complaint in the Superior Court of 
the State of California, City and County of San Francisco against CE Casecnan Ltd. and MEHC. LPG’s complaint, as 
amended, seeks compensatory and punitive damages arising out of CE Casecnan Ltd.’s and MEHC’s alleged improper 
calculation of the proforma financial projections and alleged improper settlement of the NIA arbitration. In January 2006, the 
Superior Court of the State of California entered a judgment in favor of LPG against CE Casecnan Ltd. Pursuant to the 
judgment, 15% of the distributions of CE Casecnan was deposited into escrow plus interest at 9% per annum. The judgment 
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was appealed, and as a result of the appellate decision, CE Casecnan Ltd. determined that LPG would retain ownership of 
10% of the shares of CE Casecnan, with the remaining 5% share to be transferred to CE Casecnan Ltd. subject to certain buy-
up rights under the shareholder agreement, which are also being litigated. The remaining issues are fully briefed and pending 
before the court. The Company intends to vigorously defend and pursue the remaining claims. 
 
In July 2005, MEHC and CE Casecnan Ltd. commenced an action against San Lorenzo Ruiz Builders and Developers Group, 
Inc. (“San Lorenzo”) in the District Court of Douglas County, Nebraska, seeking a declaratory judgment as to San Lorenzo’s 
right to repurchase 15% of the shares in CE Casecnan. In January 2006, San Lorenzo filed a counterclaim against MEHC and 
CE Casecnan Ltd. seeking declaratory relief that it has effectively exercised its option to purchase 15% of the shares of 
CE Casecnan, that it is the rightful owner of such shares and that it is due all dividends paid on such shares. Currently, the 
action is in the discovery phase and a trial has been set to begin in October 2009. The impact, if any, of this litigation on the 
Company cannot be determined at this time. The Company intends to vigorously defend the counterclaims. 
 
Environmental Matters 
 
The Company is subject to federal, state, local and foreign laws and regulations regarding air and water quality, hazardous 
and solid waste disposal and other environmental matters that have the potential to impact the Company’s current and future 
operations. The Company believes it is in material compliance with current environmental requirements. 
 

Accrued Environmental Costs 
 
The Company is fully or partly responsible for environmental remediation at various contaminated sites, including sites that 
are or were part of the Company’s operations and sites owned by third parties. The Company accrues environmental 
remediation expenses when the expenses are believed to be probable and can be reasonably estimated. The quantification of 
environmental exposures is based on many factors, including changing laws and regulations, advancements in environmental 
technologies, the quality of available site-specific information, site investigation results, expected remediation or settlement 
timelines, the Company’s proportionate responsibility, contractual indemnities and coverage provided by insurance policies. 
The liability recorded as of December 31, 2008 and 2007 was $33 million and $38 million, respectively, and is included in 
other current liabilities and other long-term liabilities on the Consolidated Balance Sheets. Environmental remediation 
liabilities that separately result from the normal operation of long-lived assets and that are associated with the retirement of 
those assets are separately accounted for as asset retirement obligations. 
 

Hydroelectric Relicensing 
 
PacifiCorp’s hydroelectric portfolio consists of 47 generating facilities with an aggregate facility net owned capacity of 
1,158 MW. The FERC regulates 98% of the net capacity of this portfolio through 16 individual licenses, which typically have 
terms of 30 to 50 years. In April 2008 and June 2008, the FERC issued new licenses for the Prospect and the Lewis River 
hydroelectric systems, respectively. PacifiCorp’s Klamath hydroelectric system is currently undergoing relicensing with the 
FERC. PacifiCorp’s Klamath hydroelectric system is the remaining hydroelectric generating facility actively engaged in the 
relicensing process with the FERC. 
 
In February 2004, PacifiCorp filed with the FERC a final application for a new license to operate the 169-MW Klamath 
hydroelectric system in anticipation of the March 2006 expiration of the existing license. PacifiCorp is currently operating 
under an annual license issued by the FERC and expects to continue operating under annual licenses until the relicensing 
process is complete. As part of the relicensing process, the FERC is required to perform an environmental review and in 
November 2007, the FERC issued its final environmental impact statement. The United States Fish and Wildlife Service and 
the National Marine Fisheries Service issued final biological opinions in December 2007 analyzing the Klamath 
hydroelectric system’s impact on endangered species under a new FERC license consistent with the FERC staff’s 
recommended license alternative, and terms and conditions issued by the United States Departments of the Interior and 
Commerce. These terms and conditions include construction of upstream and downstream fish passage facilities at the 
Klamath hydroelectric system’s four mainstem dams. PacifiCorp will need to obtain water quality certifications from Oregon 
and California prior to the FERC issuing a final license. PacifiCorp currently has water quality applications pending in 
Oregon and California. 
 
In November 2008, PacifiCorp signed a non-binding agreement in principle (the “AIP”) that lays out a framework for the 
disposition of PacifiCorp’s Klamath hydroelectric system relicensing process, including a path toward dam transfer and 
removal by an entity other than PacifiCorp no earlier than 2020. Parties to the AIP are PacifiCorp, the United States 
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Department of the Interior, the State of Oregon and the State of California. Any transfer of facilities and subsequent removal 
are contingent on PacifiCorp reaching a comprehensive final settlement with the AIP signatories and other stakeholders. 
Negotiations on a final agreement have begun and the AIP states that a final agreement is expected no later than June 30, 
2009. As provided in the AIP, PacifiCorp’s support for a definitive settlement will depend on the inclusion of protection for 
PacifiCorp and its customers from dam removal costs and liabilities. 
 
The AIP includes provisions to:  
 

• Perform studies and implement certain measures designed to benefit aquatic species and their habitat in the 
Klamath Basin;  

• Support and implement legislation in Oregon authorizing a customer surcharge intended to cover potential dam 
removal; and 

• Require parties to support proposed federal legislation introduced to facilitate a final agreement.  
 

Assuming a final agreement is reached, the United States government will conduct scientific and engineering studies and 
consult with state, local and tribal governments and other stakeholders, as appropriate, to determine by March 31, 2012 
whether the benefits of dam removal will justify the costs.  
 
In addition to signing the AIP, PacifiCorp recently provided both the United States Fish and Wildlife Service and the 
National Marine Fisheries Service an interim conservation plan aimed at providing additional protections for endangered 
species in the Klamath Basin. PacifiCorp is currently collaborating with both agencies to implement the plan. 
 
Hydroelectric relicensing and the related environmental compliance requirements and litigation are subject to uncertainties. 
PacifiCorp expects that future costs relating to these matters will be significant and will consist primarily of additional 
relicensing costs, as well as ongoing operations and maintenance expense and capital expenditures required by its 
hydroelectric licenses. Electricity generation reductions may result from additional environmental requirements. PacifiCorp 
had incurred $57 million and $89 million in costs as of December 31, 2008 and 2007, respectively, for ongoing hydroelectric 
relicensing, including $57 million and $48 million, respectively, related to the relicensing of the Klamath hydroelectric 
system. These costs are included in construction in progress and reflected in property, plant and equipment, net on the 
Consolidated Balance Sheets. While the costs of implementing new license provisions cannot be determined until such time 
as a new license is issued, such costs could be material.  
 
Unconditional Purchase Obligations 
 
The Company has the following unconditional purchase obligations as of December 31, 2008 (in millions) which are not 
reflected in the Consolidated Balance Sheet: 
 
  Minimum payments required for 
            2014 and   
  2009  2010  2011  2012  2013  After  Total 
Contract type:               
Coal, electricity and 

natural gas 
contract 
commitments  $ 1,284  $ 1,163  $ 759  $ 526 

 

$ 400  $ 3,470  $ 7,602 
Purchase obligations   999   417   116   57   21   128   1,738 
Operating leases, 

easements and 
maintenance 
contracts   96   83   70   53 

 

 40   255 

 

 597 
Other   3   2   4   2   2   59   72 
  $ 2,382  $ 1,665  $ 949  $ 638  $ 463  $ 3,912  $ 10,009 
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Coal, Electricity and Natural Gas Contract Commitments 
 
PacifiCorp and MidAmerican Energy have fuel supply and related transportation contracts for their coal-fired and gas 
generating facilities. PacifiCorp and MidAmerican Energy expect to supplement these contracts with additional contracts and 
spot market purchases to fulfill their future fossil fuel needs. PacifiCorp and MidAmerican Energy acquire a portion of their 
electricity through long-term purchases and exchange agreements. Included in the purchased electricity payments are any 
power purchase agreements that meet the definition of an operating lease.  
 

Purchase Obligations 
 
The Company has purchase obligations for an ongoing construction program to meet increased electricity usage, customer 
growth and system reliability objectives. Additionally, the Company has various other purchase obligations that are non-
cancelable or cancelable only under certain conditions related to equipment maintenance and various other service and 
maintenance agreements. The amounts included in the table above relate to firm commitments. The following discussion 
describes the Company’s overall commitments and includes amounts that the Company is not yet firmly committed through a 
purchase order or other agreement. 
 
The Company has significant future capital requirements. Through its operating platforms, the Company has approved plans 
for, or has committed to incur, significant future capital expenditures to develop incremental generating capacity, foster the 
use of renewable resources, enhance transmission capabilities and mitigate environmental impacts through the installation of 
emission reduction technology. Capital expenditure needs are reviewed regularly by management and may change 
significantly as a result of such reviews. Estimates may change significantly at any time as a result of, among other factors, 
changes in rules and regulations, including environmental and nuclear, changes in income tax laws, general business 
conditions, load projections, system reliability standards, the cost and efficiency of construction labor, equipment, and 
materials, and the cost and availability of capital.  
 
As part of the March 2006 acquisition of PacifiCorp, MEHC and PacifiCorp made a number of commitments to the state 
regulatory commissions in all six states in which PacifiCorp has retail customers. These commitments are generally being 
implemented over several years following the acquisition and are subject to subsequent regulatory review and approval. 
Outstanding commitments as of December 31, 2008 include: 

• Approximately $812 million in investments in emissions reduction technology for PacifiCorp’s existing coal-
fired generating facilities. Through December 31, 2008, PacifiCorp had spent a total of $496 million, including 
non-cash equity AFUDC, on these emissions reduction projects, and expects to spend in excess of the original 
commitment due to higher commodity inflation experienced on the planned investments. 

• Approximately $520 million in investments (including both capital and operating expense commitments) in 
PacifiCorp’s transmission and distribution system that would enhance reliability, facilitate the receipt of 
renewable resources and enable further system optimization. Through December 31, 2008, PacifiCorp had spent 
a total of $224 million in capital expenditures, including non-cash equity AFUDC, in support of this 
commitment, and has announced the transmission expansion project discussed below. 

The Energy Gateway Transmission Expansion Project is an investment plan to build approximately 2,000 miles of new high-
voltage transmission lines, primarily in Wyoming, Utah, Idaho, Oregon and the desert Southwest. The plan, with an 
estimated cost exceeding $6.1 billion, includes projects that will address customer load growth, improve system reliability 
and deliver energy from new wind-powered and other renewable generation resources throughout PacifiCorp’s six-state 
service area and the Western United States. Certain transmission segments associated with this plan are expected to be placed 
in service beginning in 2010, with other segments placed in service through 2018, depending on siting, permitting and 
construction schedules. 

 
Operating Leases, Easements and Maintenance Contracts 

 
The Company has non-cancelable operating leases primarily for computer equipment, office space, certain operating 
facilities, land and rail cars. These leases generally require the Company to pay for insurance, taxes and maintenance 
applicable to the leased property. Certain leases contain renewal options for varying periods and escalation clauses for 
adjusting rent to reflect changes in price indices. The Company also has non-cancelable easements for land on which its 
wind-farm turbines are located, as well as non-cancelable maintenance contracts for the turbines. Rent expense on non-
cancelable operating leases totaled $115 million for 2008, $122 million for 2007 and $117 million for 2006. 
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Guarantees 
 
The Company has entered into guarantees as part of the normal course of business and the sale of certain assets. These 
guarantees are not expected to have a material impact on the Company’s consolidated financial results. PacifiCorp and 
MidAmerican Energy are generally required to obtain state regulatory commission approval prior to guaranteeing debt or 
obligations of other parties.  
 
(19) Shareholders’ Equity  
 
Preferred Stock 
 
As of December 31, 2005, Berkshire Hathaway owned 41,263,395 shares of MEHC’s no par zero-coupon convertible 
preferred stock. Each share of preferred stock was convertible at the option of the holder into one share of MEHC’s common 
stock subject to certain adjustments as described in MEHC’s Amended and Restated Articles of Incorporation. The 
convertible preferred stock was convertible into common stock only upon the occurrence of specified events, including 
modification or elimination of the Public Utility Holding Company Act of 1935 (“PUHCA 1935”) so that holding company 
registration would not be triggered by conversion. On February 9, 2006, following the effective date of the repeal of the 
Public Utility Holding Company Act of 1935, Berkshire Hathaway converted its 41,263,395 shares of MEHC’s no par zero-
coupon convertible preferred stock into an equal number of shares of MEHC’s common stock.  
 
Common Stock 
 
On March 14, 2000, and as amended on December 7, 2005, MEHC’s shareholders entered into a Shareholder Agreement that 
provides specific rights to certain shareholders. One of these rights allows certain shareholders the ability to put their 
common shares back to MEHC at the then current fair value dependent on certain circumstances controlled by MEHC. 
 
In March 2006, MEHC repurchased 12,068,412 shares of common stock for an aggregate purchase price of $1.75 billion. 
 
On March 21, 2006, Berkshire Hathaway and certain other of MEHC’s existing shareholders and related companies invested 
$5.11 billion, in the aggregate, in 35,237,931 shares of MEHC’s common stock in order to provide equity funding for the 
PacifiCorp acquisition. The per-share value assigned to the shares of common stock issued, which were effected pursuant to a 
private placement and were exempt from the registration requirements of the Securities Act of 1933, as amended, was based 
on an assumed fair market value as agreed to by MEHC’s shareholders. 
 
Common Stock Options 
 
There were no common stock options granted, forfeited or that expired during each of the three years in the period ended 
December 31, 2008. There were no common stock options exercised during the year ended December 31, 2008. There were 
703,329 common stock options outstanding and exercisable with an exercise price of $35.05 per share and a remaining 
contractual life of 1.25 years as of December 31, 2008. 
 
There were 370,000 common stock options exercised during the year ended December 31, 2007 having a weighted-average 
exercise price of $26.99 per share. There were 703,329 common stock options outstanding and exercisable with an exercise 
price of $35.05 per share and a remaining contractual life of 2.25 years as of December 31, 2007.  
 
There were 775,000 common stock options exercised during the year ended December 31, 2006 having a weighted-average 
exercise price of $28.65 per share. There were 1,073,329 common stock options outstanding and exercisable with a 
weighted-average exercise price of $32.27 per share as of December 31, 2006. As of December 31, 2006, 370,000 of the 
outstanding and exercisable common stock options had exercise prices ranging from $24.22 to $34.69 per share, a weighted-
average exercise price of $26.99 per share and a remaining contractual life of 1.25 years. The remaining 703,329 outstanding 
and exercisable common stock options had an exercise price of $35.05 per share and a remaining contractual life of 
3.25 years.  
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Restricted Net Assets 
 
In connection with the 2006 acquisition of PacifiCorp by MEHC, MEHC and PacifiCorp have made commitments to the 
state commissions that limit the dividends PacifiCorp can pay to either MEHC or MEHC’s wholly owned subsidiary, PPW 
Holdings LLC. As of December 31, 2008, the most restrictive of these commitments prohibits PacifiCorp from making any 
distribution to MEHC or its affiliates without prior state regulatory approval to the extent that it would reduce PacifiCorp’s 
common stock equity below 48.25% of its total capitalization, excluding short-term debt and current maturities of long-term 
debt. After December 31, 2008, this minimum level of common equity declines annually to 44% after December 31, 2011. 
As of December 31, 2008, PacifiCorp’s actual common stock equity percentage, as calculated under this measure, exceeded 
the minimum threshold. 
 
These commitments also restrict PacifiCorp from making any distributions to either MEHC or MEHC’s wholly owned 
subsidiary, PPW Holdings LLC, if PacifiCorp’s unsecured debt rating is BBB- or lower by Standard & Poor’s Rating 
Services or Fitch Ratings or Baa3 or lower by Moody’s Investor Service, as indicated by two of the three rating services. At 
December 31, 2008, PacifiCorp’s unsecured debt rating was A- by Standard & Poor’s Rating Services, BBB+ by Fitch 
Ratings and Baa1 by Moody’s Investor Service. 
 
In conjunction with the March 1999 acquisition of MidAmerican Energy by MEHC, MidAmerican Energy committed to the 
IUB to use commercially reasonable efforts to maintain an investment grade rating on its long-term debt and to maintain its 
common equity level above 42% of total capitalization unless circumstances beyond its control result in the common equity 
level decreasing to below 39% of total capitalization. MidAmerican Energy must seek the approval from the IUB of a 
reasonable utility capital structure if MidAmerican Energy’s common equity level decreases below 42% of total 
capitalization, unless the decrease is beyond the control of MidAmerican Energy. MidAmerican Energy is also required to 
seek the approval of the IUB if MidAmerican Energy’s common equity level decreases to below 39%, even if the decrease is 
due to circumstances beyond the control of MidAmerican Energy. As of December 31, 2008, MidAmerican Energy’s 
common equity ratio exceeded the minimum threshold computed on a basis consistent with its commitment. 
 
As a result of these regulatory commitments, MEHC had restricted net assets of $7.1 billion as of December 31, 2008. 
 
(20) Components of Accumulated Other Comprehensive (Loss) Income, Net 
 
Accumulated other comprehensive (loss) income, net is included in the Consolidated Balance Sheets in shareholders’ equity, 
and consists of the following components as of December 31 (in millions): 
 
 2008  2007 
    
Unrecognized amounts on retirement benefits, net of tax of $(156) and $(128) $ (401)  $ (329) 
Foreign currency translation adjustment  (446)   356 
Fair value adjustment on cash flow hedges, net of tax of $(3) and $38  (7)   57 
Unrealized (losses) gains on marketable securities, net of tax of $(16) and $4  (25)   6 

Total accumulated other comprehensive income (loss), net $ (879)  $ 90 
 
Upon conversion of the CEG 8% Preferred Stock, the Company reclassified unrealized gains from AOCI to earnings totaling 
$271 million, net of tax of $187 million. The unrealized gain and reclassification of the gain is presented net in Consolidated 
Statements of Shareholders’ Equity. 
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(21) Other, Net  
 
Other, net, as shown on the Consolidated Statements of Operations, for the years ending December 31 consists of the 
following (in millions): 
 
 2008  2007  2006 
      
Gain on Constellation Energy merger termination fee and 

investment $ 1,092  $ -  $ - 
Allowance for equity funds used during construction  73   85   57 
Gains on sales of non-strategic assets and investments  1   1   55 
Corporate-owned life insurance (expense) income  (13)   12   13 
Gain on Mirant bankruptcy claim  -   3   89 
Other  35   11   12 

Total other, net $ 1,188  $ 112  $ 226 
 
Gain on Constellation Energy Merger Termination Fee and Investment 
 
On December 17, 2008, MEHC and Constellation Energy terminated the Merger Agreement, which resulted in the receipt of 
a $175 million termination fee and the conversion of the CEG 8% Preferred Stock into $418 million of cash and 19.9 million 
shares of Constellation Energy common stock valued at $499 million as of December 31, 2008. 
 
Gain on Mirant Americas Energy Marketing (“Mirant”) Bankruptcy Claim 
 
Mirant was one of the shippers that entered into a 15-year, 2003 Expansion Project, firm gas transportation contract with 
Kern River (the “Mirant Agreement”) and provided a letter of credit equivalent to 12 months of reservation charges as 
security for its obligations thereunder. In July 2003, Mirant filed for Chapter 11 bankruptcy protection and the bankruptcy 
court ultimately determined that Kern River was entitled to a general unsecured claim of $74 million in addition to 
$15 million of cash collateral. In January 2006, Mirant emerged from bankruptcy. In February 2006, Kern River received an 
initial distribution of such shares in payment of the majority of its allowed claim. Kern River sold all of the shares of new 
Mirant stock received from its allowed claim amount plus interest in the first quarter of 2006 and recognized a gain from 
those sales of $89 million. 
 
(22) Supplemental Cash Flows Information 
 
The summary of supplemental cash flows information for the years ending December 31 follows (in millions): 
 
 2008  2007  2006 
      
Interest paid, net of amounts capitalized $ 1,218  $ 1,176  $ 1,036 
Income taxes (received) paid(1) $ (140)  $ 287  $ 132 
      
Supplemental disclosure of non-cash investing transactions:      

Property, plant and equipment additions in accounts payable $ 570  $ 309  $ 238 
Conversion of CEG 8% Preferred Stock(2) $ 1,458  $ -  $ - 

 
(1) Includes $266 million of income taxes received from Berkshire Hathaway in 2008, $133 million of income taxes paid to Berkshire Hathaway in 

2007 and $20 million of income taxes received from Berkshire Hathaway in 2006. 
  
(2) In December 2008, MEHC converted its $1 billion investment in CEG 8% Preferred Stock into $1 billion 14% of Senior Notes due from 

Constellation Energy and 19.9 million shares of Constellation Energy common stock. 
 
During 2008, the Company purchased $354 million of its MEHC senior and subsidiary debt. Of the total, $216 million was 
subsequently re-marketed during 2008 and the remainder matured. 
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(23) Segment Information 
 
MEHC’s reportable segments were determined based on how the Company’s strategic units are managed. The Company’s 
foreign reportable segments include CE Electric UK, whose business is principally in Great Britain, and CalEnergy 
Generation-Foreign, whose business is in the Philippines. Intersegment eliminations and adjustments, including the allocation 
of goodwill, have been made. Information related to the Company’s reportable segments is shown below (in millions): 
 
 Years Ended December 31, 
 2008  2007  2006 
Operating revenue:      

PacifiCorp $ 4,498  $ 4,258  $ 2,939 
MidAmerican Funding  4,715   4,267   3,453 
Northern Natural Gas  769   664   634 
Kern River  443   404   325 
CE Electric UK  993   1,079   928 
CalEnergy Generation-Foreign  138   220   336 
CalEnergy Generation-Domestic  30   32   32 
HomeServices  1,133   1,500   1,702 
Corporate/other(1)  (51)   (48)   (48) 

Total operating revenue $ 12,668  $ 12,376  $ 10,301 
      
Depreciation and amortization:      

PacifiCorp $ 490  $ 496  $ 368 
MidAmerican Funding  282   269   275 
Northern Natural Gas  60   58   57 
Kern River  86   80   56 
CE Electric UK  179   187   138 
CalEnergy Generation-Foreign  22   50   80 
CalEnergy Generation-Domestic  8   8   8 
HomeServices  19   20   32 
Corporate/other(1)  (17)   (18)   (7) 

Total depreciation and amortization $ 1,129  $ 1,150  $ 1,007 
      
Operating income:      

PacifiCorp $ 952  $ 917  $ 528 
MidAmerican Funding  590   514   421 
Northern Natural Gas  457   308   269 
Kern River  305   277   217 
CE Electric UK  514   555   516 
CalEnergy Generation-Foreign  103   142   230 
CalEnergy Generation-Domestic  15   12   14 
HomeServices  (58)   33   55 
Corporate/other(1)   (50)   (70)   (130) 

Total operating income  2,828   2,688   2,120 
Interest expense  (1,333)   (1,320)   (1,152) 
Capitalized interest  54   54   40 
Interest and dividend income  75   105   73 
Other, net  1,188   112   226 

Total income before income tax expense, minority interest and 
preferred dividends of subsidiaries and equity income $ 2,812  $ 1,639  $ 1,307 
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 Years Ended December 31, 
 2008  2007  2006 
Interest expense:      

PacifiCorp $ 343  $ 314  $ 224 
MidAmerican Funding  207   179   155 
Northern Natural Gas  61   58   50 
Kern River  67   75   74 
CE Electric UK  186   241   215 
CalEnergy Generation-Foreign  8   13   20 
CalEnergy Generation-Domestic  17   17   18 
HomeServices  2   2   2 
Corporate/other(1)  442   421   394 

Total interest expense $ 1,333  $ 1,320  $ 1,152 
      
Income tax expense:      

PacifiCorp $ 239  $ 240  $ 139 
MidAmerican Funding  107   111   94 
Northern Natural Gas  157   106   85 
Kern River  90   78   87 
CE Electric UK  82   47   100 
CalEnergy Generation-Foreign  48   56   68 
CalEnergy Generation-Domestic  1   -   1 
HomeServices  (20)   15   30 
Corporate/other(1)  278   (197)   (197) 

Total income tax expense $ 982  $ 456  $ 407 
      

Capital expenditures:      
PacifiCorp $ 1,789  $ 1,518  $ 1,114 
MidAmerican Funding  1,473   1,300   758 
Northern Natural Gas  196   225   122 
Kern River  24   15   3 
CE Electric UK  440   422   404 
CalEnergy Generation-Foreign  1   1   2 
HomeServices  12   26   18 
Corporate/other(1)  2   5   2 

Total capital expenditures $ 3,937  $ 3,512  $ 2,423 
 
 As of December 31, 
 2008  2007  2006 
Property, plant and equipment, net:      

PacifiCorp $ 13,824  $ 11,849  $ 10,810 
MidAmerican Funding  6,942   5,737   5,034 
Northern Natural Gas  1,978   1,856   1,655 
Kern River  1,722   1,772   1,843 
CE Electric UK  3,612   4,606   4,266 
CalEnergy Generation-Foreign  282   303   352 
CalEnergy Generation-Domestic  213   223   230 
HomeServices  66   76   67 
Corporate/other(1)  (185)   (201)   (218) 

Total property, plant and equipment, net $ 28,454  $ 26,221  $ 24,039 
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 As of December 31, 
 2008  2007  2006 
Total assets:      

PacifiCorp $ 18,339  $ 16,049  $ 14,970 
MidAmerican Funding  10,632   9,377   8,651 
Northern Natural Gas  2,595   2,488   2,277 
Kern River  1,910   1,943   2,057 
CE Electric UK  4,921   6,802   6,561 
CalEnergy Generation-Foreign  442   479   559 
CalEnergy Generation-Domestic  550   544   545 
HomeServices  674   709   795 
Corporate/other(1)  1,378   825   32 

Total assets $ 41,441  $ 39,216  $ 36,447 
 
(1) The remaining differences between the segment amounts and the consolidated amounts described as “Corporate/other” relate principally to 

intersegment eliminations for operating revenue and, for the other items presented, to (i) corporate functions, including administrative costs, 
interest expense, corporate cash and investments and related interest income and (ii) intersegment eliminations. 

 
The following table shows the change in the carrying amount of goodwill by reportable segment for the years ended 
December 31, 2008 and 2007 (in millions): 
 
   Northern  CE CalEnergy   
  MidAmerican Natural Kern Electric Generation Home-  
 PacifiCorp Funding Gas River UK Domestic Services Total 

         
Balance, January 1, 2007 $ 1,118 $ 2,108 $ 301 $ 34 $ 1,328 $ 71 $ 385 $ 5,345 
Acquisitions(1)  22  -  -  -  -  -  9  31 
Adoption of FIN 48  (10)  (4)  -  -  (1)  -  -  (15) 
Foreign currency translation 

adjustment  -  -  -  -  14  -  -  14 
Other(2)  (5)  4  (26)  -  (6)  -  (3)  (36) 
Balance, December 31, 2007  1,125  2,108  275  34  1,335  71  391  5,339 
Acquisitions  -  -  -  -  -  -  1  1 
Foreign currency translation 

adjustment  -  -  -  -  (276)  -  -  (276) 
Other(2)  1  (6)  (26)  -  (9)  -  (1)  (41) 
Balance, December 31, 2008 $ 1,126 $ 2,102 $ 249 $ 34 $ 1,050 $ 71 $ 391 $ 5,023 
 
(1) The $22 million adjustment to PacifiCorp’s goodwill was due to the completion of the purchase price allocation in the first quarter of 2007. 
  
(2) Relates primarily to income tax adjustments. 
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 
 
None. 
 
Item 9A(T). Controls and Procedures 
 
Disclosure Controls and Procedures 
 
At the end of the period covered by this Annual Report on Form 10-K, the Company carried out an evaluation, under the 
supervision and with the participation of the Company’s management, including the Chief Executive Officer (principal 
executive officer) and the Chief Financial Officer (principal financial officer), of the effectiveness of the design and operation 
of the Company’s disclosure controls and procedures (as defined in Rule 13a-15(e) promulgated under the Securities and 
Exchange Act of 1934, as amended). Based upon that evaluation, the Company’s management, including the Chief Executive 
Officer (principal executive officer) and the Chief Financial Officer (principal financial officer), concluded that the 
Company’s disclosure controls and procedures were effective to ensure that information required to be disclosed by the 
Company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported 
within the time periods specified in the SEC’s rules and forms, and is accumulated and communicated to management, 
including the Company’s Chief Executive Officer (principal executive officer) and the Chief Financial Officer (principal 
financial officer), or persons performing similar functions, as appropriate to allow timely decisions regarding required 
disclosure. There has been no change in the Company’s internal control over financial reporting during the quarter ended 
December 31, 2008 that has materially affected, or is reasonably likely to materially affect, the Company’s internal control 
over financial reporting. 
 
Management’s Report on Internal Control over Financial Reporting 
 
Management of the Company is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in the Securities Exchange Act of 1934 Rule 13a-15(f). Under the supervision and with the 
participation of the Company’s management, including the Chief Executive Officer (principal executive officer) and the 
Chief Financial Officer (principal financial officer), the Company’s management conducted an evaluation of the effectiveness 
of the Company’s internal control over financial reporting as of December 31, 2008 as required by the Securities Exchange 
Act of 1934 Rule 13a-15(c). In making this assessment, the Company’s management used the criteria set forth in the 
framework in “Internal Control - Integrated Framework” issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. Based on the evaluation conducted under the framework in “Internal Control - Integrated 
Framework,” the Company’s management concluded that the Company’s internal control over financial reporting was 
effective as of December 31, 2008. 
 
This report does not include an attestation report of the Company’s registered public accounting firm regarding internal 
control over financial reporting. Management’s report was not subject to attestation by the Company’s registered public 
accounting firm pursuant to temporary rules of the SEC that permit the Company to provide only management’s report in this 
Annual Report on Form 10-K. 
 
MidAmerican Energy Holdings Company 
February 20, 2009 
 
Item 9B. Other Information 
 
On February 16, 2009, David L. Sokol, Chairman of MEHC, and on February 10, 2009, Gregory E. Abel, President and 
Chief Executive Officer of MEHC, each executed an Incremental Profit Sharing Plan (“IPSP”) effective January 1, 2009. 
Each IPSP is filed as an exhibit to this Annual Report on Form 10-K. 
 

MidAmerican Energy Company 
Docket No. 09 – 
MidAmerican Energy Holdings Company 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 2



 133

PART III 
 
Item 10. Directors, Executive Officers and Corporate Governance 
 
The Board of Directors appoints executive officers annually. There are no family relationships among the executive officers, 
nor, except as set forth in employment agreements, any arrangements or understandings between any executive officer and 
any other person pursuant to which the executive officer was appointed. Set forth below is certain information, as of 
January 31, 2009, with respect to the current directors and executive officers of MEHC: 
 
DAVID L. SOKOL, 52, Chairman of the Board of Directors since 1994, Chief Executive Officer from 1993 to 2008 and a 
director since 1991. Mr. Sokol joined MEHC in 1991. 
 
GREGORY E. ABEL, 46, President since 1998, Chief Executive Officer since 2008, director since 2000 and Chief Operating 
Officer from 1998 to 2008. Mr. Abel joined MEHC in 1992. Mr. Abel is also a director of PacifiCorp. 
 
PATRICK J. GOODMAN, 42, Senior Vice President and Chief Financial Officer since 1999. Mr. Goodman joined MEHC in 
1995. Mr. Goodman is also a director of PacifiCorp. 
 
DOUGLAS L. ANDERSON, 50, Senior Vice President, General Counsel and Corporate Secretary since 2001. Mr. Anderson 
joined MEHC in 1993. Mr. Anderson is also a director of PacifiCorp. 
 
MAUREEN E. SAMMON, 45, Senior Vice President and Chief Administrative Officer since 2007. Ms. Sammon has been 
employed by MidAmerican Energy and its predecessor companies since 1986 and has held several positions, including 
Manager of Benefits and Vice President, Human Resources and Insurance. 
 
WARREN E. BUFFETT, 78, Director. Mr. Buffett has been a director of MEHC since 2000 and has been Chairman of the 
Board of Directors and Chief Executive Officer of Berkshire Hathaway for more than five years. Mr. Buffett is also a director 
of The Washington Post Company. 
 
WALTER SCOTT, JR., 77, Director. Mr. Scott has been a director of MEHC since 1991 and has been Chairman of the 
Board of Directors of Level 3 Communications, Inc., a successor to certain businesses of Peter Kiewit & Sons’, Inc., for more 
than five years. Mr. Scott is also a director of Peter Kiewit & Sons’, Inc., Berkshire Hathaway and Valmont Industries, Inc.  
 
MARC D. HAMBURG, 59, Director. Mr. Hamburg has been a director of MEHC since 2000 and has been Vice President-
Chief Financial Officer and Treasurer of Berkshire Hathaway for more than five years. 
 
Audit Committee and Audit Committee Financial Expert 
 
The audit committee of the Board of Directors is comprised of Mr. Marc D. Hamburg. The Board of Directors has 
determined that Mr. Hamburg qualifies as an “audit committee financial expert,” as defined by SEC rules, based on his 
education, experience and background. Based on the standards of the New York Stock Exchange Inc., on which the common 
stock of MEHC’s majority owner, Berkshire Hathaway, is listed, MEHC’s Board of Directors has determined that 
Mr. Hamburg is not independent because of his employment by Berkshire Hathaway. 
 
Code of Ethics 
 
MEHC has adopted a code of ethics that applies to its principal executive officer, its principal financial and accounting 
officer, or persons acting in such capacities, and certain other covered officers. The code of ethics is incorporated by 
reference in the exhibits to this Annual Report on Form 10-K. 
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Item 11. Executive Compensation  
 
Compensation Discussion and Analysis 
 
Compensation Philosophy and Overall Objectives 
 
We believe that the compensation paid to each of our President and Chief Executive Officer, or CEO, our Chief Financial 
Officer, or CFO, and our three other most highly compensated executive officers, to whom we refer collectively as our 
Named Executive Officers, or NEOs, should be closely aligned with our overall performance, and each NEO’s contribution 
to that performance, on both a short- and long-term basis, and that such compensation should be sufficient to attract and 
retain highly qualified leaders who can create significant value for our organization. Our compensation programs are 
designed to provide our NEOs with meaningful incentives for superior corporate and individual performance. Performance is 
evaluated on a subjective basis within the context of both financial and non-financial objectives that we believe contribute to 
our long-term success, among which are financial strength, customer service, operational excellence, employee commitment 
and safety, environmental respect and regulatory integrity. 
 
How is Compensation Determined 
 
Our Compensation Committee is comprised of Messrs. Warren E. Buffett and Walter Scott, Jr. The Compensation 
Committee is responsible for the establishment and oversight of our compensation policy. Approval of compensation 
decisions for our NEOs is made by the Compensation Committee, unless specifically delegated. Although the Compensation 
Committee reviews each NEO’s complete compensation package at least annually, it has delegated to the Chairman of the 
Board of Directors, or Chairman, and the CEO authority to approve off-cycle pay changes, performance awards and 
participation in other employee benefit plans and programs. 
 
Our criteria for assessing executive performance and determining compensation in any year is inherently subjective and is not 
based upon specific formulas or weighting of factors. Given the uniqueness of each NEO’s duties, we do not specifically use 
other companies as benchmarks when establishing our NEOs’ initial compensation. Subsequently, the Compensation 
Committee reviews peer company data when making annual base salary and incentive recommendations for the Chairman 
and the CEO. The peer companies for 2008 were American Electric Power Company, Inc., Consolidated Edison, Inc., 
Dominion Resources, Inc., Duke Energy Corporation, Edison International, Energy Future Holdings Corp., Entergy 
Corporation, Exelon Corporation, FirstEnergy Corp., FPL Group, Inc., PG&E Corporation, Progress Energy, Inc., Public 
Service Enterprise Group Incorporated, Sempra Energy, The Southern Company and Xcel Energy Inc. 
 
Discussion and Analysis of Specific Compensation Elements 
 

Base Salary 
 
We determine base salaries for all our NEOs by reviewing our overall performance and each NEO’s performance, the value 
each NEO brings to us and general labor market conditions. While base salary provides a base level of compensation 
intended to be competitive with the external market, the annual base salary adjustment for each NEO is determined on a 
subjective basis after consideration of these factors and is not based on target percentiles or other formal criteria. The 
Chairman and CEO together make recommendations regarding the other NEOs’ base salaries. The Chairman makes 
recommendations regarding the CEO’s base salary, and the Compensation Committee sets our Chairman’s base salary. All 
merit increases are approved by the Compensation Committee and take effect on January 1 of each year. Base salaries for all 
NEOs increased on average by 12.4% effective January 1, 2008. An increase or decrease in base salary may also result from 
a promotion or other significant change in a NEO’s responsibilities during the year. Mr. Sokol’s base salary was reduced to 
$750,000, as specified in his employment agreement, on April 16, 2008, when he relinquished his role as CEO, but retained 
his role as Chairman. There were no other base salary changes for our NEOs during the year after the January 1, 2008 merit 
increase. 
 

Short-Term Incentive Compensation 
 
The objective of short-term incentive compensation is to reward the achievement of significant annual corporate goals while 
also providing NEOs with competitive total cash compensation. 
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Performance Incentive Plan 
 
Under our Performance Incentive Plan, or PIP, all NEOs are eligible to earn an annual discretionary cash incentive award, 
which is determined on a subjective basis and is not based on a specific formula or cap. Awards paid to a NEO under the PIP 
are based on a variety of measures linked to our overall performance and each NEO’s contribution to that performance. An 
individual NEO’s performance is measured against defined objectives that commonly include financial measures (e.g., net 
income and cash flow) and non-financial measures (e.g., customer service, operational excellence, employee commitment 
and safety, environmental respect and regulatory integrity), as well as the NEO’s response to issues and opportunities that 
arise during the year. The Chairman and the CEO together recommend annual incentive awards for the other NEOs to the 
Compensation Committee prior to the last committee meeting of each year, held in the fourth quarter. The Chairman 
recommends the annual incentive award for the CEO, and the Compensation Committee determines the Chairman’s award. If 
approved by the Compensation Committee, awards are paid prior to year-end.  
 

Performance Awards 
 
In addition to the annual awards under the PIP, we may grant cash performance awards periodically during the year to one or 
more NEOs to reward the accomplishment of significant non-recurring tasks or projects. These awards are discretionary and 
are approved by the CEO, as delegated by the Chairman and the Compensation Committee. In December 2008, awards were 
granted to Messrs. Goodman and Anderson and Ms. Sammon in recognition of their efforts related to certain merger and 
acquisition activities, primarily the investment in and proposed acquisition of Constellation Energy. Although both Messrs. 
Sokol and Abel are eligible for performance awards, neither has been granted an award in the past five years. 
 

Special Achievement Bonus 
 
Mr. Sokol received a one-time special achievement bonus of $8,500,000 upon his relinquishment of the CEO position and his 
offer to remain employed as Chairman, all in accordance with his employment agreement. This special achievement bonus 
was calculated as two times the sum of his annual base salary then in effect and his average annual bonus for the two 
preceding years. 
 

Long-Term Incentive Compensation 
 
The objective of long-term incentive compensation is to retain NEOs, reward their exceptional performance and motivate 
them to create long-term, sustainable value. Our current long-term incentive compensation program is cash-based. We have 
not issued stock options or other forms of equity-based awards since March 2000. All stock options held by Messrs. Sokol 
and Abel are fully vested. 
 

Long-Term Incentive Partnership Plan 
 
The MidAmerican Energy Holdings Company Long-Term Incentive Partnership Plan, or LTIP, is designed to retain key 
employees and to align our interests and the interests of the participating employees. Messrs. Goodman and Anderson and 
Ms. Sammon, as well as 83 other employees, participate in this plan, while our Chairman and our CEO do not. Our LTIP 
provides for annual awards based upon significant accomplishments by the individual participants and the achievement of the 
financial and non-financial objectives previously described. The goals are developed with the objective of being attainable 
with a sustained, focused and concerted effort and are determined and communicated in January of each plan year. 
Participation is discretionary and is determined by the Chairman and the CEO who recommend awards to the Compensation 
Committee annually in the fourth quarter. Except for limited situations of extraordinary performance, awards are capped at 
1.5 times base salary and finalized in the first quarter of the following year. These cash-based awards are subject to 
mandatory deferral and equal annual vesting over a five-year period starting in the performance year. Participants allocate the 
value of their deferral accounts among various investment alternatives, which are determined by a vote of all participants. 
Gains or losses may be incurred based on investment performance. Participating NEOs may elect to defer all or a part of the 
award or receive payment in cash after the five-year mandatory deferral and vesting period. Vested balances (including any 
investment profits or losses thereon) of terminating participants are paid at the time of termination. 
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Other Employee Benefits  
 

Supplemental Executive Retirement Plan 
 
The MidAmerican Energy Company Supplemental Retirement Plan for Designated Officers, or SERP, provides additional 
retirement benefits to participants. We include the SERP as part of the participating NEO’s overall compensation in order to 
provide a comprehensive, competitive package and as a key retention tool. Messrs. Sokol, Abel and Goodman participate, 
and the plan is currently closed to any new participants. The SERP provides annual retirement benefits of up to 65% of a 
participant’s total cash compensation in effect immediately prior to retirement, subject to an annual $1 million maximum 
retirement benefit. Total cash compensation means (i) the highest amount payable to a participant as monthly base salary 
during the five years immediately prior to retirement multiplied by 12, plus (ii) the average of the participant’s annual awards 
under an annual incentive bonus program during the three years immediately prior to the year of retirement and (iii) special, 
additional or non-recurring bonus awards, if any, that are required to be included in total cash compensation pursuant to a 
participant’s employment agreement or approved for inclusion by the Board of Directors. All participating NEOs have met 
the five-year service requirement under the plan. Mr. Goodman’s SERP benefit will be reduced by the amount of his regular 
retirement benefit under the MidAmerican Energy Company Retirement Plan and ratably for retirement between ages 
55 and 65. 
 

Deferred Compensation Plan 
 
The MidAmerican Energy Holdings Company Executive Voluntary Deferred Compensation Plan, or DCP, provides a means 
for all NEOs to make voluntary deferrals of up to 50% of base salary and 100% of short-term incentive compensation 
awards. The deferrals and any investment returns grow on a tax-deferred basis. Amounts deferred under the DCP receive a 
rate of return based on the returns of any combination of eight investment options offered under the DCP and selected by the 
participant, and the plan allows participants to choose from three forms of distribution. While the plan allows us to make 
discretionary contributions, we have not made contributions to date. We include the DCP as part of the participating NEO’s 
overall compensation in order to provide a comprehensive, competitive package. 
 

Financial Planning and Tax Preparation 
 
This benefit provides NEOs with financial planning and tax preparation services. The value of the benefit is included in the 
NEO’s taxable income. It is offered both as a competitive benefit itself and also to help ensure our NEOs best utilize the 
other forms of compensation we provide to them. 
 

Executive Life Insurance 
 
We provide universal life insurance to Messrs. Sokol, Abel and Goodman, having a death benefit of two times annual base 
salary during employment, reducing to one times annual base salary in retirement. The value of the benefit is included in the 
NEO’s taxable income. We include the executive life insurance as part of the participating NEO’s overall compensation in 
order to provide a comprehensive, competitive package. 
 
Impact of Accounting and Tax 
 
Compensation paid under our executive compensation plans has been reported as an expense in our historical Consolidated 
Financial Statements. We are entitled to a statutory exemption from the deductibility limitations of executive compensation 
under Section 162(m) of the Internal Revenue Code as we are a non-publicly held affiliate of a consolidated taxpayer, 
Berkshire Hathaway. 
 
Potential Payments Upon Termination 
 
Certain NEOs are entitled to post-termination payments in the event their employment is terminated under certain 
circumstances. We believe these post-termination payments are an important component of the competitive compensation 
package we offer to these NEOs. 
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Compensation Committee Report 
 
The Compensation Committee, consisting of Messrs. Buffett and Scott, has reviewed and discussed the Compensation 
Discussion and Analysis with management and, based on this review and discussion, has recommended to the Board of 
Directors that the Compensation Discussion and Analysis be included in this Annual Report on Form 10-K. 
 
Summary Compensation Table 
 
The following table sets forth information regarding compensation earned by each of our NEOs during the years indicated: 
 

     Change in   
     Pension   
     Value and   
    Non-Equity Nonqualified   
    Incentive Deferred All  

Name and   Base  Plan Compensation Other  
Principal   Salary Bonus(1) Compensation(2) Earnings(3) Compensation(4) Total(5) 

Position Year ($) ($) ($) ($) ($) ($) 

        
David L. Sokol, Chairman of 2008 $ 822,917 $ 13,000,000 $ - $ - $ 424,749 $ 14,247,666 

the Board of Directors 2007 850,000  4,000,000  - - 213,038  5,063,038 
 2006 850,000  2,500,000  26,250,000 344,000 281,735  30,225,735 
        

Gregory E. Abel, President and 2008 1,000,000  5,000,000  - 369,000 437,792  6,806,792 
Chief Executive Officer 2007 775,000  4,000,000  - - 370,624  5,145,624 
 2006 760,000  2,200,000  26,250,000 234,000 265,386  29,709,386 
        

Patrick J. Goodman, Senior Vice 2008 330,000  673,081  - 18,000 45,631  1,066,712 
President and Chief Financial 2007 320,000  889,306  - 51,000 47,868  1,308,174 
Officer 2006 307,500  1,025,453  - 89,000 51,248  1,473,201 
        

Douglas L. Anderson, Senior Vice 2008 300,000  558,397  - 28,000 31,536  917,933 
President and General Counsel 2007 291,500  788,705  - 20,000 29,372  1,129,577 
 2006 283,000  802,560  - 28,000 45,101  1,158,661 
        

Maureen E. Sammon, Senior Vice 2008 215,000  250,930  - 31,000 20,159  517,089 
President and Chief 2007 196,659  452,903  - 17,000 20,291  686,853 
Administrative Officer 2006 185,000  434,035  - 29,000 20,207  668,242 
        

______________ 
 
(1) Consists of annual cash incentive awards earned pursuant to the PIP for our NEOs, performance awards earned related to non-routine projects, 

special achievement bonuses and the vesting of LTIP awards and associated earnings for Messrs. Goodman and Anderson and Ms. Sammon. 
The breakout for 2008 is as follows: 

 

 PIP 
Performance 

Award 

Special 
Achievement 

Bonus LTIP 

      
David L. Sokol $ 4,500,000 $ - $ 8,500,000 $ -  
Gregory E. Abel  5,000,000  -  -  -  
Patrick J. Goodman  375,000  100,000  -  198,081 ($346,419 in investment losses) 
Douglas L. Anderson  330,000  100,000  -  128,397 ($262,835 in investment losses) 
Maureen E. Sammon  160,000  20,000  -  70,930 ($172,370 in investment losses) 
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 The ultimate payouts of LTIP awards are undeterminable as the amounts to be paid out may increase or decrease depending on investment 

performance. Net income, the net income target goal and the matrix below were used in determining the gross amount of the LTIP award 
available to the group. Net income is subject to discretionary adjustment by the Chairman, CEO and Compensation Committee. In 2008, the 
gross award and per-point value were adjusted to eliminate the net income benefits for the termination fee from the proposed acquisition of 
Constellation Energy and the profits from the investment in Constellation Energy. 

 
 Net Income  Award 

    
 Less than or equal to net income target goal  None 
 Exceeds net income target goal by 0.01% - 3.25%  15% of excess 
 Exceeds net income target goal by 3.251% - 6.50%  15% of the first 3.25% excess; 
   25% of excess over 3.25% 
 Exceeds net income target goal by more than 6.50%  15% of the first 3.25% excess; 
   25% of the next 3.25% excess; 
   35% of excess over 6.50% 
 
 A pool of up to 100,000 points in aggregate is allocated between plan participants either as initial points or year-end performance points. A 

nominating committee recommends the point allocation, subject to approval by the Chairman and the CEO, based upon a discretionary 
evaluation of individual achievement of financial and non-financial goals previously described herein. A participant’s award equals his or her 
allocated points multiplied by the final per-point value, capped at 1.5 times base salary except in extraordinary circumstances. 

  
(2) Amounts consist of cash awards earned pursuant to the 2003 Incremental Profit Sharing Plan, or 2003 IPSP, for Messrs. Sokol and Abel. While 

the initial 2003 IPSP performance period ended in 2007, the adjusted diluted earnings per share target of $12.37 was achieved in 2006 and 
Messrs. Sokol and Abel received the remaining full awards under the plan in 2006.  

  
(3) Amounts are based upon the aggregate increase in the actuarial present value of all qualified and nonqualified defined benefit plans, which 

include our cash balance and SERP, as applicable. Amounts are computed using assumptions consistent with those used in preparing the related 
pension disclosures included in our Notes to Consolidated Financial Statements included in Item 8 of this Form 10-K and are as of the pension 
plans’ measurement dates. No participant in our DCP earned “above-market” or “preferential” earnings on amounts deferred. 

  
(4) Amounts consist of vacation payouts, life insurance premiums and defined contribution plan matching and profit-sharing contributions we paid 

on behalf of the NEOs, as well as perquisites and other personal benefits related to the personal use of corporate aircraft and financial planning 
and tax preparation that we paid on behalf of Messrs. Sokol, Abel, Goodman and Anderson. The personal use of corporate aircraft represents 
our incremental cost of providing this personal benefit determined by applying the percentage of flight hours used for personal use to our 
variable expenses incurred from operating our corporate aircraft. All other compensation is based upon amounts paid by us. 
 
Items required to be reported and quantified are as follows: Mr. Sokol - life insurance premiums of $58,715, personal use of corporate aircraft 
of $278,986 and vacation payouts of $69,228; Mr. Abel - life insurance premiums of $64,103, personal use of corporate aircraft of $344,995, 
and tax gross-ups of $11,249; Mr. Goodman - life insurance premiums of $19,149; and Mr. Anderson - vacation payouts of $18,461. 

  
(5) Any amounts voluntarily deferred by the NEO, if applicable, are included in the appropriate column in the summary compensation table. 
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Outstanding Equity Awards at Fiscal Year-End 
 
The following table sets forth information regarding outstanding equity awards held by each of our NEOs at December 31, 
2008: 
 

   Equity incentive   
   plan awards:   
 Number of Number of Number of securities   
 securities underlying securities underlying underlying unexercised Option  

 unexercised options unexercised options unearned options exercise price Option 
Name (#) Exercisable(1) (#) Unexercisable (#) ($) Expiration Date 

      
David L. Sokol  549,277  -  - $ 35.05 March 14, 2010 
      
Gregory E. Abel  154,052  -  -  35.05 March 14, 2010 
______________ 
 
(1) We have not issued stock options or other forms of equity-based awards since March 2000. All outstanding stock options relate to previously 

granted options held by Messrs. Sokol and Abel and were fully vested prior to 2008. Accordingly, we have omitted the Stock Awards columns 
from the Outstanding Equity Awards at Fiscal Year-End Table. Neither Mr. Sokol nor Mr. Abel exercised any stock options in 2008. 

 
Pension Benefits 
 
The following table sets forth certain information regarding the defined benefit pension plan accounts held by each of our 
NEOs at December 31, 2008: 
 

    Number of      
    years   Present value   Payments  
    credited   of accumulated   during last  
    service(1)  benefit(2)  fiscal year 

Name  Plan name  (#)  ($)  ($) 

         
David L. Sokol  SERP  n/a  $ 5,437,000  $ - 
  MidAmerican Energy Company Retirement Plan  n/a   214,000   - 
         
Gregory E. Abel  SERP  n/a   4,066,000   - 
  MidAmerican Energy Company Retirement Plan  n/a   206,000   - 
         
Patrick J. Goodman  SERP  14 years   420,000   - 
  MidAmerican Energy Company Retirement Plan  10 years   199,000   - 
         
Douglas L. Anderson  MidAmerican Energy Company Retirement Plan  10 years   204,000   - 
         
Maureen E. Sammon  MidAmerican Energy Company Retirement Plan  22 years   230,000   - 
______________ 
 
(1) The pension benefits for Messrs. Sokol and Abel do not depend on their years of service, as both have already reached their maximum benefit 

levels based on their respective ages and previous triggering events described in their employment agreements. Mr. Goodman’s credited years 
of service includes ten years of service with us and, for purposes of the SERP only, four additional years of imputed service from a 
predecessor company. 
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(2) Amounts are computed using assumptions consistent with those used in preparing the related pension disclosures included in our Notes to 
Consolidated Financial Statements included in Item 8 of this Form 10-K and are as of December 31, 2008, the plans’ measurement date. The 
present value of accumulated benefits for the SERP was calculated using the following assumptions: (1) Mr. Sokol – a 100% joint and 
survivor annuity; (2) Mr. Abel – a 100% joint and survivor annuity; and (3) Mr. Goodman – a 66 2/3% joint and survivor annuity. The present 
value of accumulated benefits for the MidAmerican Energy Company Retirement Plan was calculated using a lump sum payment assumption. 
The present value assumptions used in calculating the present value of accumulated benefits for both the SERP and the MidAmerican Energy 
Company Retirement Plan were as follows: a cash balance interest crediting rate of 4.20% in 2008, 1.77% in 2009 and 5.75% thereafter; cash 
balance conversion rates of 4.90% in 2008, 5.30% in 2009, 5.70% in 2010, 6.10% in 2011, and 6.50% in 2012 and thereafter; a discount rate 
of 6.50%; an expected retirement age of 65; postretirement mortality using the RP-2000 M/F tables; and cash balance conversion mortality 
using the Revenue Ruling 2008-85 tables. 

 
The SERP also provides annual retirement benefits up to 65% of a participant’s total cash compensation in effect 
immediately prior to retirement, subject to an annual $1 million maximum retirement benefit. Total cash compensation means 
(i) the highest amount payable to a participant as monthly base salary during the five years immediately prior to retirement 
multiplied by 12, plus (ii) the average of the participant’s awards under an annual incentive bonus program during the three 
years immediately prior to the year of retirement and (iii) special, additional or non-recurring bonus awards, if any, that are 
required to be included in total cash compensation pursuant to a participant’s employment agreement or approved for 
inclusion by the Board of Directors. Mr. Goodman’s SERP benefit will be reduced by the amount of his regular retirement 
benefit under the MidAmerican Energy Company Retirement Plan and ratably for retirement between ages 55 and 65. A 
survivor benefit is payable to a surviving spouse under the SERP. Benefits from the SERP will be paid out of general 
corporate funds; however, through a Rabbi trust, we maintain life insurance on the participants in amounts expected to be 
sufficient to fund the after-tax cost of the projected benefits. Deferred compensation is considered part of the salary covered 
by the SERP. 
 
Under the MidAmerican Energy Company Retirement Plan, each NEO has an account, for record-keeping purposes only, to 
which credits are allocated annually based upon a percentage of the NEO’s base salary and incentive paid in the plan year. In 
addition, all balances in the accounts of NEOs earn a fixed rate of interest that is credited annually. The interest rate for a 
particular year is based on the one-year constant maturity Treasury yield plus seven-tenths of one percentage point. Each 
NEO is vested in the MidAmerican Energy Company Retirement Plan. At retirement, or other termination of employment, an 
amount equal to the vested balance then credited to the account is payable to the NEO in the form of a lump sum or an 
annuity.  
 
Nonqualified Deferred Compensation 
 
The following table sets forth certain information regarding the nonqualified deferred compensation plan accounts held by 
each of our NEOs at December 31, 2008: 
 

          Aggregate 
  Executive  Registrant  Aggregate  Aggregate  balance as of 
  contributions   contributions  earnings  withdrawals/   December 31, 
  in 2008(1)  in 2008  in 2008  distributions  2008(2) 

Name  ($)  ($)  ($)  ($)  ($) 

           
David L. Sokol  $ -  $ -  $ -  $ -  $ - 
           
Gregory E. Abel   250,000   -   (286,709)   (227,204)   741,741 
           
Patrick J. Goodman   -   -   (366,165)   (58,471)   836,563 
           
Douglas L. Anderson   47,595   -   (340,790)   -   1,140,923 
           
 Maureen E. Sammon   44,000   -   (196,945)   -   453,522 
______________ 
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(1) The contribution amounts shown for Mr. Abel and Ms. Sammon are included in the 2008 total compensation reported for them in the Summary 

Compensation Table and are not additional earned compensation. The contribution amount shown for Mr. Anderson includes $20,727 earned 
toward his 2004 LTIP award prior to 2008 and thus is not included in the 2008 total compensation reported for him in the Summary 
Compensation Table. 

  
(2) Excludes the value of 10,041 shares of our common stock reserved for issuance to Mr. Abel. Mr. Abel deferred the right to receive the value of 

these shares pursuant to a legacy nonqualified deferred compensation plan. 
 
Eligibility for our DCP is restricted to select management and highly compensated employees. The plan provides tax benefits 
to eligible participants by allowing them to defer compensation on a pretax basis, thus reducing their current taxable income. 
Deferrals and any investment returns grow on a tax-deferred basis, thus participants pay no income tax until they receive 
distributions. The DCP permits participants to make a voluntary deferral of up to 50% of base salary and 100% of short-term 
incentive compensation awards. All deferrals are net of social security taxes. Amounts deferred under the DCP receive a rate 
of return based on the returns of any combination of eight investment options offered by the plan and selected by the 
participant. Gains or losses are calculated daily, and returns are posted to accounts based on participants’ fund allocation 
elections. Participants can change their fund allocations as of the end of any calendar day on which the market is open. 
 
The DCP allows participants to maintain three accounts based upon when they want to receive payments: retirement 
distribution, in-service distribution and education distribution. Both the retirement and in-service accounts can be distributed 
as lump sums or in up to 10 annual installments. The education account is distributed in four annual installments. If a 
participant leaves employment prior to retirement (age 55) all amounts in the participant’s account will be paid out in a lump 
sum as soon as administratively practicable. Participants are 100% vested in their deferrals and any investment gains or 
losses recorded in their accounts. 
 
Participants in our LTIP also have the option of deferring all or part of those awards after the five-year mandatory deferral 
and vesting period. The provisions governing the deferral of LTIP awards are similar to those described for the DCP above. 
 
Potential Payments Upon Termination 
 
We have entered into employment agreements with Messrs. Sokol, Abel and Goodman that provide for payments following 
termination of employment under various circumstances, which do not include change-in-control provisions. 
 
Mr. Sokol’s employment will terminate upon his resignation, permanent disability, death, termination by us with or without 
cause, or our failure to provide Mr. Sokol with the compensation or to maintain the job responsibilities set forth in his 
employment agreement. A termination of employment of either Messrs. Abel or Goodman will occur upon his resignation 
(with or without good reason), permanent disability, death, or termination by us with or without cause. The employment 
agreements for Messrs. Sokol and Abel also include provisions specific to the calculation of their respective SERP benefits. 
 
Neither Mr. Anderson nor Ms. Sammon has an employment agreement. Where a NEO does not have an employment 
agreement, or in the event that the agreements for Messrs. Sokol, Abel and Goodman do not address an issue, payments upon 
termination are determined by the applicable plan documents and our general employment policies and practices as discussed 
below. 
 
The following discussion provides further detail on post-termination payments. 
 
David L. Sokol 
 
As described above, Mr. Sokol’s relinquishment of the CEO role was contemplated in his employment agreement, which 
provided for his corresponding reduction in annual salary and receipt of a special achievement award. The provisions 
described below factor in such position change as of April 16, 2008, and apply to his position as Chairman. 
 
Mr. Sokol’s employment agreement provides that in the event Mr. Sokol has relinquished his position as CEO and is 
subsequently terminated as Chairman of the Board due to death, disability or other than for cause, he is entitled to (i) any 
accrued but unpaid base salary plus an amount equal to the aggregate annual base salary that would have been paid to him 
through the fifth anniversary of the date he commenced his employment solely as Chairman of the Board and (ii) the 
continuation of his senior executive employee benefits (or the economic equivalent thereof) through such fifth anniversary. 
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Payments made in accordance with the employment agreement are contingent on Mr. Sokol complying with the 
confidentiality and post-employment restrictions described therein. The term of the agreement is the period of time beginning 
on the date Mr. Sokol relinquished his position as CEO, April 16, 2008, and ending on the fifth anniversary of such date, 
April 16, 2013, unless earlier terminated pursuant to the agreement. 
 
The following table sets forth the estimated enhancements to payments pursuant to the termination scenarios described 
above. Payments or benefits that are not enhanced in form or amount upon the occurrence of a particular termination 
scenario, which include 401(k) account balances and those portions of life insurance benefits and cash balance pension 
amounts that would have otherwise been paid, are not included herein. All estimated payments reflected in the table below 
assume termination on December 31, 2008, and are payable as lump sums unless otherwise noted. 
 

 Cash  Life  Benefits  
Termination Scenario Severance(1) Incentive Insurance(2) Pension(3) Continuation(4) Excise Tax(5) 

       
Retirement $ - $ - $ - $ 8,711,000 $ - $ - 

       
       
Involuntary Without Cause, Company  3,218,750  -  -  8,711,000  132,446  - 

Breach and Disability       
       
Death  3,218,750  -  1,451,764  8,066,000  132,446  - 
       
______________ 
 
(1) The cash severance payments are determined in accordance with Mr. Sokol’s employment agreement. 
  
(2) Life insurance benefits are equal to two times base salary, as of the preceding June 1, less the benefits otherwise payable in all other 

termination scenarios, which are equal to the total cash value of the policies less cumulative premiums paid by us. 
  
(3) Pension values represent the excess of the present value of benefits payable under each termination scenario over the amount already reflected 

in the Pension Benefits Table. Mr. Sokol’s death scenario is based on a 100% joint and survivor with 15-year certain annuity commencing 
immediately. Mr. Sokol’s other termination scenarios are based on a 100% joint and survivor annuity commencing immediately. 

  
(4) Includes health and welfare, life insurance and financial planning and tax preparation benefits for five years. The health and welfare benefit 

amounts are estimated using the rates we currently charge employees terminating employment but electing to continue their medical, dental 
and vision insurance after termination. These amounts are grossed-up for taxes and then reduced by the amount Mr. Sokol would have paid if 
he had continued his employment. The life insurance benefit amounts are based on the cost of individual policies offering benefits equivalent 
to our group coverage and are grossed-up for taxes. These amounts also assume benefit continuation for the entire five year period, with no 
offset by another employer. We will also continue to provide financial planning and tax preparation reimbursement, or the economic 
equivalent thereof, for five years or pay a lump sum cash amount to keep Mr. Sokol in the same economic position on an after-tax basis. The 
amount included is based on an annual estimated cost using the most recent three-year average annual reimbursement. If it is determined that 
benefits paid with respect to the extension of medical and dental benefits to Mr. Sokol would not be exempt from taxation under the Internal 
Revenue Code, we shall pay to Mr. Sokol a lump sum cash payment following separation from service to allow him to obtain equivalent 
medical and dental benefits and which would put him in the same after-tax economic position. 

  
(5) As provided in Mr. Sokol’s employment agreement, should it be deemed under Section 280G of the Internal Revenue Code that termination 

payments constitute excess parachute payments subject to an excise tax, we will gross up such payments to cover the excise tax and any 
additional taxes associated with such gross-up. Based on computations prescribed under Section 280G and related regulations, we do not 
believe that any of the termination scenarios are subject to an excise tax. 

 
Gregory E. Abel 
 
Mr. Abel’s employment agreement entitles him to receive two years base salary continuation and payments in respect of 
average bonuses for the prior two years in the event we terminate his employment other than for cause. The payments are to 
be paid as a lump sum with no discount for present valuation. 
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In addition, if Mr. Abel’s employment is terminated due to death, permanent disability or other than for cause, he is entitled 
to continuation of his senior executive employee benefits (or the economic equivalent thereof) for two years. If Mr. Abel 
resigns, we must pay him any accrued but unpaid base salary, unless he resigns for good reason, in which case he will receive 
the same benefits as if he were terminated other than for cause. 
 
Payments made in accordance with the employment agreement are contingent on Mr. Abel complying with the 
confidentiality and post-employment restrictions described therein. The term of the agreement effectively expires on 
August 6, 2013, and is extended automatically for additional one year terms thereafter subject to Mr. Abel’s election to 
decline renewal at least 365 days prior to the August 6 that is four years prior to the current expiration date (or by August 6, 
2009 for the agreement not to extend to August 6, 2014). 
 
The following table sets forth the estimated enhancements to payments pursuant to the termination scenarios indicated. 
Payments or benefits that are not enhanced in form or amount upon the occurrence of a particular termination scenario, which 
include 401(k) and nonqualified deferred compensation account balances and those portions of life insurance benefits and 
cash balance pension amounts that would have otherwise been paid, are not included herein. All estimated payments reflected 
in the table below assume termination on December 31, 2008, and are payable as lump sums unless otherwise noted. 
 

 Cash  Life  Benefits  
Termination Scenario Severance(1) Incentive Insurance(2) Pension(3) Continuation(4) Excise Tax(5) 

       
Retirement, Voluntary and Involuntary $ - $ - $ - $10,504,000 $ - $ - 

With Cause       
       

Involuntary Without Cause, Disability and  11,000,000  -  -  10,504,000  50,324  - 
Voluntary With Good Reason       

       
Death  11,000,000  -  1,970,073  10,631,000  50,324  - 
______________ 
 
(1) The cash severance payments are determined in accordance with Mr. Abel’s employment agreement. 
  
(2) Life insurance benefits are equal to two times base salary, as of the preceding June 1, less the benefits otherwise payable in all other 

termination scenarios, which are equal to the total cash value of the policies less cumulative premiums paid by us. 
  
(3) Pension values represent the excess of the present value of benefits payable under each termination scenario over the amount already reflected 

in the Pension Benefits Table. Mr. Abel’s death scenario is based on a 100% joint and survivor with 15-year certain annuity commencing 
immediately. Mr. Abel’s other termination scenarios are based on a 100% joint and survivor annuity commencing immediately.  

  
(4) Includes health and welfare, life insurance and financial planning and tax preparation benefits for two years. The health and welfare benefit 

amounts are estimated using the rates we currently charge employees terminating employment but electing to continue their medical, dental 
and vision insurance after termination. These amounts are grossed-up for taxes and then reduced by the amount Mr. Abel would have paid if 
he had continued his employment. The life insurance benefit amounts are based on the cost of individual policies offering benefits equivalent 
to our group coverage and are grossed-up for taxes. These amounts also assume benefit continuation for the entire two year period, with no 
offset by another employer. We will also continue to provide financial planning and tax preparation reimbursement, or the economic 
equivalent thereof, for two years or pay a lump sum cash amount to keep Mr. Abel in the same economic position on an after-tax basis. The 
amount included is based on an annual estimated cost using the most recent three-year average annual reimbursement. If it is determined that 
benefits paid with respect to the extension of medical and dental benefits to Mr. Abel would not be exempt from taxation under the Internal 
Revenue Code, we shall pay to Mr. Abel a lump sum cash payment following separation from service to allow him to obtain equivalent 
medical and dental benefits and which would put him in the same after-tax economic position. 

  
(5) As provided in Mr. Abel’s employment agreement, should it be deemed under Section 280G of the Internal Revenue Code that termination 

payments constitute excess parachute payments subject to an excise tax, we will gross up such payments to cover the excise tax and any 
additional taxes associated with such gross-up. Based on computations prescribed under Section 280G and related regulations, we believe that 
none of the termination scenarios are subject to any excise tax. 
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Patrick J. Goodman 
 
Mr. Goodman’s employment agreement entitles him to receive two years base salary continuation and payments in respect of 
average bonuses for the prior two years in the event we terminate his employment other than for cause. The payments are to 
be paid as a lump sum with no discount for present valuation. 
 
In addition, if Mr. Goodman’s employment is terminated due to death, permanent disability or other than for cause, he is 
entitled to continuation of his senior executive employee benefits (or the economic equivalent thereof) for one year. If Mr. 
Goodman resigns, we must pay him any accrued but unpaid base salary, unless he resigns for good reason, in which case he 
will receive the same benefits as if he were terminated other than for cause. 
 
Payments made in accordance with the employment agreement are contingent on Mr. Goodman complying with the 
confidentiality and post-employment restrictions described therein. The term of the agreement expires on April 21, 2010, but 
is extended automatically for additional one year terms thereafter subject to Mr. Goodman’s election to decline renewal at 
least 365 days prior to the then current expiration date or termination. 
 
The following table sets forth the estimated enhancements to payments pursuant to the termination scenarios indicated. 
Payments or benefits that are not enhanced in form or amount upon the occurrence of a particular termination scenario, which 
include 401(k) and nonqualified deferred compensation account balances and those portions of long-term incentive 
payments, life insurance benefits and cash balance pension amounts that would have otherwise been paid, are not included 
herein. All estimated payments reflected in the table below assume termination on December 31, 2008, and are payable as 
lump sums unless otherwise noted. 
 

 Cash  Life  Benefits  
Termination Scenario Severance(1) Incentive(2) Insurance(3) Pension(4) Continuation(5) Excise Tax(6) 

       
Retirement and Voluntary $ - $ - $ - $ 511,000 $ - $ - 

       
Involuntary With Cause  -  -  -  -  -  - 
       
Involuntary Without Cause and Voluntary  3,000,000  -  -  511,000  15,124  1,151,256 

With Good Reason       
       
Death  3,000,000  1,254,330  651,929  3,832,000  15,124  - 
       
Disability  3,000,000  1,254,330  -  1,575,000  15,124  - 
______________ 
 
(1) The cash severance payments are determined in accordance with Mr. Goodman’s employment agreement.  
  
(2) Amounts represent the unvested portion of Mr. Goodman’s LTIP account, which becomes 100% vested upon his death or disability. 
  
(3) Life insurance benefits are equal to two times base salary, as of the preceding June 1, less the benefits otherwise payable in all other 

termination scenarios, which are equal to the total cash value of the policies less cumulative premiums paid by us. 
  
(4) Pension values represent the excess of the present value of benefits payable under each termination scenario over the amount already reflected 

in the Pension Benefits Table. Mr. Goodman’s voluntary termination, retirement, involuntary without cause, and change in control termination 
scenarios are based on a 66 2/3% joint and survivor annuity commencing at age 55 (reductions for termination prior to age 55 and 
commencement prior to age 65). Mr. Goodman’s disability scenario is based on a 66 2/3% joint and survivor annuity commencing at age 55 
(no reduction for termination prior to age 55, reduced for commencement prior to age 65). Mr. Goodman’s death scenario is based on a 100% 
joint and survivor with 15-year certain annuity commencing immediately (no reduction for termination prior to age 55 and commencement 
prior to age 65). 
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(5) Includes health and welfare, life insurance and financial planning and tax preparation benefits for one year. The health and welfare benefit 
amounts are estimated using the rates we currently charge employees terminating employment but electing to continue their medical, dental 
and vision insurance after termination. These amounts are grossed-up for taxes and then reduced by the amount Mr. Goodman would have 
paid if he had continued his employment. The life insurance benefit amounts are based on the cost of individual policies offering benefits 
equivalent to our group coverage and are grossed-up for taxes. These amounts also assume benefit continuation for the entire one year period, 
with no offset by another employer. We will also continue to provide financial planning and tax preparation reimbursement, or the economic 
equivalent thereof, for one year or pay a lump sum cash amount to keep Mr. Goodman in the same economic position on an after-tax basis. 
The amount included is based on an annual estimated cost using the most recent three-year average annual reimbursement. 

  
(6) As provided in Mr. Goodman’s employment agreement, should it be deemed under Section 280G of the Internal Revenue Code that 

termination payments constitute excess parachute payments subject to an excise tax, we will gross up such payments to cover the excise tax 
and any additional taxes associated with such gross-up. Based on computations prescribed under Section 280G and related regulations, we 
believe that only the Involuntary Without Cause and Voluntary With Good Reason termination scenarios are subject to any excise tax. 

 
Douglas L. Anderson 
 
The following table sets forth the estimated enhancements to payments pursuant to the termination scenarios indicated. 
Payments or benefits that are not enhanced in form or amount upon the occurrence of a particular termination scenario, which 
include 401(k) and nonqualified deferred compensation account balances and those portions of long-term incentive payments 
and cash balance pension amounts that would have otherwise been paid, are not included herein. All estimated payments 
reflected in the table below assume termination on December 31, 2008, and are payable as lump sums unless otherwise noted. 
 

 Cash  Life  Benefits  
Termination Scenario Severance Incentive(1) Insurance Pension(2) Continuation Excise Tax 

       
Retirement, Voluntary and Involuntary With or $ - $ - $ - $ 31,000 $ - $ - 

Without Cause       
       

Death and Disability  -  869,822  -  31,000  -  - 
______________ 
 
(1) Amounts represent the unvested portion of Mr. Anderson’s LTIP account, which becomes 100% vested upon his death or disability. 
  
(2) Pension values represent the excess of the present value of benefits payable under each termination scenario over the amount already reflected 

in the Pension Benefits Table. 
 
Maureen E. Sammon 
 
The following table sets forth the estimated enhancements to payments pursuant to the termination scenarios indicated. 
Payments or benefits that are not enhanced in form or amount upon the occurrence of a particular termination scenario, which 
include 401(k) and nonqualified deferred compensation account balances and those portions of long-term incentive payments 
and cash balance pension amounts that would have otherwise been paid, are not included herein. All estimated payments 
reflected in the table below assume termination on December 31, 2008, and are payable as lump sums unless otherwise noted. 
 

 Cash  Life  Benefits  
Termination Scenario Severance Incentive(1) Insurance Pension(2) Continuation Excise Tax 

       
Retirement, Voluntary and Involuntary With or $ - $ - $ - $ 45,000 $ - $ - 

Without Cause       
       

Death and Disability  -  521,155  -  45,000  -  - 
______________ 
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(1) Amounts represent the unvested portion of Ms. Sammon’s LTIP account, which becomes 100% vested upon her death or disability. 
  
(2) Pension values represent the excess of the present value of benefits payable under each termination scenario over the amount already reflected 

in the Pension Benefits Table. 
 
Director Compensation 
 
Our directors are not paid any fees for serving as directors. All directors are reimbursed for their expenses incurred in 
attending Board of Directors meetings. 
 
Compensation Committee Interlocks and Insider Participation 
 
Mr. Buffett is the Chairman of the Board of Directors and Chief Executive Officer of Berkshire Hathaway, our majority 
owner. Mr. Scott is a former officer of ours. Based on the standards of the New York Stock Exchange, Inc. on which the 
common stock of our majority owner, Berkshire Hathaway, is listed, our Board of Directors has determined that Messrs. 
Buffett and Scott are not independent because of their ownership of our common stock. None of our executive officers serves 
as a member of the compensation committee of any company that has an executive officer serving as a member of our Board 
of Directors. None of our executive officers serves as a member of the board of directors of any company that has an 
executive officer serving as a member of our Compensation Committee. See also Item 13 of this Form 10-K. 
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 
 
Beneficial Ownership 
 
We are a consolidated subsidiary of Berkshire Hathaway. The remainder of our common stock is owned by a private investor 
group comprised of Messrs. Scott and Abel. The following table sets forth certain information regarding beneficial ownership 
of our shares of common stock held by each of our directors, executive officers and all of our directors and executive officers 
as a group as of January 31, 2009:  
 
  Number of Shares  Percentage 
Name and Address of Beneficial Owner (1)  Beneficially Owned(2)  Of Class(2) 

     
Berkshire Hathaway(3)  66,063,061   88.25% 
Walter Scott, Jr.(4)  4,700,000   6.28% 
David L. Sokol(5)  549,277   0.73% 
Gregory E. Abel(6)  749,992   1.00% 
Douglas L. Anderson  -   - 
Warren E. Buffett(7)  -   - 
Patrick J. Goodman  -   - 
Marc D. Hamburg(7)  -   - 
Maureen E. Sammon  -   - 
All directors and executive officers as a group (8 persons)  5,999,269   7.94% 
 
(1) Unless otherwise indicated, each address is c/o MidAmerican Energy Holdings Company at 666 Grand Avenue, 29th Floor, Des Moines, Iowa 

50309. 
  
(2) Includes shares of which the listed beneficial owner is deemed to have the right to acquire beneficial ownership under Rule 13d-3(d) under the 

Securities Exchange Act, including, among other things, shares which the listed beneficial owner has the right to acquire within 60 days. 
  
(3) Such beneficial owner’s address is 1440 Kiewit Plaza, Omaha, Nebraska 68131. 
  
(4) Excludes 3,500,000 shares held by family members and family controlled trusts and corporations, or Scott Family Interests, as to which 

Mr. Scott disclaims beneficial ownership. Mr. Scott’s address is 1000 Kiewit Plaza, Omaha, Nebraska 68131. 
  
(5) Includes options to purchase 549,277 shares of common stock that are presently exercisable or become exercisable within 60 days. 
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(6) Includes options to purchase 154,052 shares of common stock that are presently exercisable or become exercisable within 60 days. 
  
(7) Excludes 66,063,061 shares of common stock held by Berkshire Hathaway as to which Messrs. Buffett and Hamburg disclaim beneficial 

ownership. 
 
The following table sets forth certain information regarding beneficial ownership of Class A and Class B shares of Berkshire 
Hathaway’s common stock held by each of our directors, executive officers and all of our directors and executive officers as 
a group as of January 31, 2009: 
 

Name and Address of Beneficial Owner (1) 
 Number of Shares 

Beneficially Owned (2) 
 Percentage Of 

Class (2) 
     
Walter Scott, Jr.(3)(4)     

Class A  100   * 
Class B  -   - 

David L. Sokol(4)     
Class A  1,135   * 
Class B  85   * 

Gregory E. Abel(4)     
Class A  1   * 
Class B  14   * 

Douglas L. Anderson     
Class A  4   * 
Class B  4   * 

Warren E. Buffett(5)     
Class A  350,000   33.08% 
Class B  2,018,997   13.70% 

Patrick J. Goodman     
Class A  2   * 
Class B  3   * 

Marc D. Hamburg     
Class A  -   - 
Class B  -   - 

Maureen E. Sammon     
Class A  -   - 
Class B  26   * 

All directors and executive officers as a group (8 persons)     
Class A  351,242   33.20% 
Class B  2,019,129   13.70% 

     
* Less than 1%     
 
(1) Unless otherwise indicated, each address is c/o MidAmerican Energy Holdings Company at 666 Grand Avenue, 29th Floor, Des Moines, Iowa 

50309. 
  
(2) Includes shares which the listed beneficial owner is deemed to have the right to acquire beneficial ownership under Rule 13d-3(d) under the 

Securities Exchange Act, including, among other things, shares which the listed beneficial owner has the right to acquire within 60 days. 
  
(3) Does not include 10 Class A shares owned by Mr. Scott’s wife. Mr. Scott’s address is 1000 Kiewit Plaza, Omaha, Nebraska 68131. 
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(4) In accordance with a shareholders agreement, as amended on December 7, 2005, based on an assumed value for our common stock and the 
closing price of Berkshire Hathaway common stock on January 31, 2009, Mr. Scott and the Scott Family Interests and Messrs. Sokol and Abel 
would be entitled to exchange their shares of our common stock and their shares acquired by exercise of options to purchase our common stock 
for either 19,240, 1,289 and 1,760, respectively, shares of Berkshire Hathaway Class A stock or 576,112, 38,591 and 52,693, respectively, shares 
of Berkshire Hathaway Class B stock. Assuming an exchange of all available MEHC shares into either Berkshire Hathaway Class A shares or 
Berkshire Hathaway Class B shares, Mr. Scott and the Scott Family Interests would beneficially own 1.80% of the outstanding shares of 
Berkshire Hathaway Class A stock or 3.76% of the outstanding shares of Berkshire Hathaway Class B stock, and each of Messrs. Sokol and Abel 
would beneficially own less than 1% of the outstanding shares of either class of stock.  

  
(5) Mr. Buffett’s address is 1440 Kiewit Plaza, Omaha, Nebraska 68131. 
 
Other Matters 
 
Mr. Sokol’s employment agreement gives him the right during the term of his employment to serve as a member of the Board 
of Directors and to nominate two additional directors. 
 
Pursuant to a shareholders agreement, as amended on December 7, 2005, Mr. Scott or any of the Scott Family Interests and 
Messrs. Sokol and Abel are able to require Berkshire Hathaway to exchange any or all of their respective shares of our 
common stock for shares of Berkshire Hathaway common stock. The number of shares of Berkshire Hathaway stock to be 
exchanged is based on the fair market value of our common stock divided by the closing price of the Berkshire Hathaway 
stock on the day prior to the date of exchange. 
 
Item 13. Certain Relationships and Related Transactions, and Director Independence 
 
Certain Relationships and Related Transactions 
 
The Berkshire Hathaway Inc. Code of Business Conduct and Ethics and the MEHC Code of Business Conduct, or the Codes, 
which apply to all of our directors, officers and employees and those of our subsidiaries, generally govern the review, 
approval or ratification of any related-person transaction. A related-person transaction is one in which we or any of our 
subsidiaries participate and in which one or more of our directors, executive officers, holders of more than five percent of our 
voting securities or any of such persons’ immediate family members have a direct or indirect material interest. 
 
Under the Codes, all of our directors and executive officers (including those of our subsidiaries) must disclose to our legal 
department any material transaction or relationship that reasonably could be expected to give rise to a conflict with our 
interests. No action may be taken with respect to such transaction or relationship until approved by the legal department. For 
our chief executive officer and chief financial officer, prior approval for any such transaction or relationship must be given by 
Berkshire Hathaway’s audit committee. In addition, prior legal department approval must be obtained before a director or 
executive officer can accept employment, offices or board positions in other for-profit businesses, or engage in his or her own 
business that raises a potential conflict or appearance of conflict with our interests. Transactions with Berkshire Hathaway 
require the approval of our Board of Directors. 
 
At December 31, 2008 and 2007, Berkshire Hathaway and its affiliates held 11% mandatorily redeemable preferred securities 
due from certain of our wholly owned subsidiary trusts with liquidation preferences of $1.09 billion and $821 million, 
respectively. Principal repayments and interest expense on these securities totaled $734 million and $111 million, 
respectively, during 2008. We repaid an additional $500 million of the 11% mandatorily redeemable preferred securities held 
by affiliates of Berkshire Hathaway on January 12, 2009. 
 
Director Independence 
 
Based on the standards of the New York Stock Exchange, Inc., on which the common stock of our majority owner, Berkshire 
Hathaway, is listed, our Board of Directors has determined that none of our directors are considered independent because of 
their employment by Berkshire Hathaway or us or their ownership of our common stock. 
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Item 14. Principal Accountant Fees and Services 
 
The following table shows the Company’s fees paid or accrued for audit and audit-related services and fees paid for tax and 
all other services rendered by Deloitte & Touche LLP, the member firms of Deloitte Touche Tohmatsu, and their respective 
affiliates (collectively, the “Deloitte Entities”) for each of the last two years (in millions): 
 
 2008  2007 
  
Audit fees(1) $ 5.9  $ 5.3 
Audit-related fees(2)  1.1   0.5 
Tax fees(3)  0.1   0.3 
All other fees   -   - 

Total aggregate fees billed $ 7.1  $ 6.1 
 
(1) Audit fees include fees for the audit of the Company’s consolidated financial statements and interim reviews of the Company’s quarterly 

financial statements, audit services provided in connection with required statutory audits of certain of MEHC’s subsidiaries and comfort letters, 
consents and other services related to SEC matters. 

  
(2) Audit-related fees primarily include fees for assurance and related services for any other statutory or regulatory requirements, audits of certain 

subsidiary employee benefit plans and consultations on various accounting and reporting matters. 
  
(3) Tax fees include fees for services relating to tax compliance, tax planning and tax advice. These services include assistance regarding federal, 

state and international tax compliance, tax return preparation and tax audits. 
 
The audit committee reviewed and approved the services rendered by the Deloitte Entities in and for fiscal 2008 as set forth 
in the above table and concluded that the non-audit services were compatible with maintaining the principal accountant’s 
independence. Under the Sarbanes-Oxley Act of 2002, all audit and non-audit services performed by the principal accountant 
require the approval in advance by the audit committee in order to assure that such services do not impair the principal 
accountant’s independence from the Company. Accordingly, the audit committee has an Audit and Non-Audit Services Pre-
Approval Policy (the “Policy”) that sets forth the procedures and the conditions pursuant to which services to be performed 
by the principal accountant are to be pre-approved. Pursuant to the Policy, certain services described in detail in the Policy 
may be pre-approved on an annual basis together with pre-approved maximum fee levels for such services. The services 
eligible for annual pre-approval consist of services that would be included under the categories of Audit Fees, Audit-Related 
Fees and Tax Fees. If not pre-approved on an annual basis, proposed services must otherwise be separately approved prior to 
being performed by the principal accountant. In addition, any services that receive annual pre-approval but exceed the pre-
approved maximum fee level also will require separate approval by the audit committee prior to being performed. The Policy 
does not delegate to management the audit committee’s responsibilities to pre-approve services performed by the principal 
accountant. 
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PART IV 

 
Item 15. Exhibits and Financial Statement Schedules 
 
(a) Financial Statements and Schedules 
    
 (i) Financial Statements 
    
  Consolidated Financial Statements are included in Item 8.  
    
 (ii) Financial Statement Schedules 
    
  See Schedule I on page 151. 
  See Schedule II on page 155. 
    
  Schedules not listed above have been omitted because they are either not applicable, not required or the 

information required to be set forth therein is included in the Consolidated Financial Statements or notes 
thereto. 

    
(b) Exhibits 
    
 The exhibits listed on the accompanying Exhibit Index are filed as part of this Annual Report.  
    
 Financial statements required by Regulation S-X, which are excluded from the Annual Report by Rule 14a-3(b). 
    
 Not applicable. 
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Schedule I 

MidAmerican Energy Holdings Company 
Parent Company Only 
Condensed Balance Sheets 
As of December 31, 2008 and 2007 
(Amounts in millions) 
 
 2008  2007 
    

ASSETS 
Current assets:    

Cash and cash equivalents $ 6  $ 765 
Other current assets  5   4 

Total current assets  11   769 
    

Investments in and advances to subsidiaries and joint ventures  15,783   13,995 
Equipment, net  32   34 
Goodwill  1,268   1,278 
Deferred charges, investments and other  111   135 
    
Total assets $ 17,205  $ 16,211 
    

LIABILITIES AND SHAREHOLDERS’ EQUITY 
    
Current liabilities:    

Accounts payable and other current liabilities $ 226  $ 167 
Short-term debt  216   - 
Current portion of senior debt  -   1,000 
Current portion of subordinated debt  734   234 

Total current liabilities  1,176   1,401 
    

Senior debt  5,121   4,471 
Subordinated debt  587   891 
Other long-term liabilities  111   121 

Total liabilities  6,995   6,884 
    
Minority interest  3   1 
    
Shareholders’ equity:    

Common stock - 115 shares authorized, no par value, 75 shares issued and 
outstanding  -   - 

Additional paid-in capital  5,455   5,454 
Retained earnings  5,631   3,782 
Accumulated other comprehensive (loss) income, net  (879)   90 

Total shareholders’ equity  10,207   9,326 
    

Total liabilities and shareholders’ equity $ 17,205  $ 16,211 
 

The notes to the consolidated MEHC financial statements are an integral part of this financial statement schedule. 
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Schedule I 
MidAmerican Energy Holdings Company 
Parent Company Only (continued) 
Condensed Statements of Operations 
For the three years ended December 31, 2008 
(Amounts in millions) 
 
 2008  2007  2006 
      
Revenues:      

Equity in undistributed earnings of subsidiary companies and joint 
ventures $ 1,770 

 
$ 970 

 
$ 664 

Dividends and distributions from subsidiary companies and joint 
ventures  304 

 
 483 

 
 592 

Interest and other income  226   27   13 
Total revenues  2,300   1,480   1,269 

      
Costs and expenses:      

General and administration  34   15   107 
Depreciation and amortization  -   2   5 
Interest  487   459   427 
Other  16   -   - 

Total costs and expenses  537   476   539 
      

Income before income tax benefit and minority interest  1,763   1,004   730 
Income tax benefit  (87)   (185)   (187) 
Minority interest   -   -   1 

Net income $ 1,850  $ 1,189  $ 916 
 

The notes to the consolidated MEHC financial statements are an integral part of this financial statement schedule. 
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Schedule I 
MidAmerican Energy Holdings Company 
Parent Company Only (continued) 
Condensed Statements of Cash Flows 
For the three years ended December 31, 2008 
(Amounts in millions) 
 
 2008  2007  2006 
      
Cash flows from operating activities $ (147)  $ (204)  $ (250) 
      
Cash flows from investing activities:      

(Increase) decrease in advances to and investments in 
subsidiaries and joint ventures  (660) 

 
 317 

 
 (4,708) 

Purchases of available-for-sale securities  (8)   (407)   (148) 
Proceeds from sale of available-for-sale securities  3   399   140 
Other, net  -   19   - 

Net cash flows from investing activities  (665)   328   (4,716) 
Cash flows from financing activities:      

Proceeds from senior and subordinated debt  1,649   1,539   1,699 
Repayments of senior and subordinated debt  (1,803)   (784)   (234) 
Purchases of senior debt  (138)   -   - 
Proceeds from previously purchased senior debt  137   -   - 
Net borrowings (repayments) on revolving credit facility  216   (152)   101 
Proceeds from issuances of common stock  -   10   5,132 
Purchases of common stock  -   -   (1,750) 
Net repayment of affiliate notes  -   -   (22) 
Other, net  (8)   25   41 

Net cash flows from financing activities  53   638   4,967 
      
Net change in cash and cash equivalents  (759)   762   1 
Cash and cash equivalents at beginning of year  765   3   2 
Cash and cash equivalents at end of year $ 6  $ 765  $ 3 

 
The notes to the consolidated MEHC financial statements are an integral part of this financial statement schedule. 
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Schedule I 
MIDAMERICAN ENERGY HOLDINGS COMPANY 

NOTES TO CONDENSED FINANCIAL STATEMENTS 
 
Incorporated by reference are MEHC and Subsidiaries Consolidated Statements of Shareholders’ Equity for the three years 
ended December 31, 2008 in Part II, Item 8. 
 
Basis of Presentation - The condensed financial information of MidAmerican Energy Holdings Company’s (“MEHC”) 
investments in subsidiaries are presented under the equity method of accounting. Under this method, the assets and liabilities 
of subsidiaries are not consolidated. The investments in and advances to subsidiaries and joint ventures are recorded in the 
Condensed Balance Sheets. The income from operations of the subsidiaries and joint ventures is reported on a net basis as 
equity in undistributed earnings of subsidiary companies and joint ventures in the Condensed Statements of Operations. 
 
Interest and other income - On December 17, 2008, MEHC and Constellation Energy Group, Inc. (“Constellation Energy”) 
entered into a termination agreement, pursuant to which, among other things, the parties agreed to terminate the 
September 19, 2008 merger agreement. As a result of the termination, MEHC received a $175 million termination fee. 
 
See the notes to the consolidated MEHC financial statements in Part II, Item 8 for other disclosures. 
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Schedule II 
MIDAMERICAN ENERGY HOLDINGS COMPANY 

CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS 
FOR THE THREE YEARS ENDED DECEMBER 31, 2008 

(Amounts in millions) 
 

  Column B  Column C    Column E 
  Balance at  Charged      Balance 

Column A  Beginning  to  Acquisition  Column D  at End 
Description  of Year  Income  Reserves(1)  Deductions  of Year 

           
Reserves Deducted From 

Assets To Which They 
Apply: 

          

           
Reserve for uncollectible 

accounts receivable: 
 

   
  

    
Year ended 2008  $ 22  $ 32  $ -  $ (30)  $ 24 
Year ended 2007   30   24   -   (32)   22 
Year ended 2006   21   19   11   (21)   30 
           
Reserves Not Deducted From 

Assets(2): 
 

   
  

    
Year ended 2008  $ 12  $ 2  $ -  $ (5)  $ 9 
Year ended 2007   12   3   -   (3)   12 
Year ended 2006   12   3   -   (3)   12 
 

The notes to the consolidated MEHC financial statements are an integral part of this financial statement schedule. 
 
(1) Acquisition reserves represent the reserves recorded at PacifiCorp at the date of acquisition. 
  
(2) Reserves not deducted from assets relate primarily to estimated liabilities for losses retained by MEHC for workers compensation, public 

liability and property damage claims. 
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SIGNATURES 

 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned thereunto duly authorized on this 27th day of February 2009. 
 
 MIDAMERICAN ENERGY HOLDINGS COMPANY 
  
 /s/ Gregory E. Abel* 
 Gregory E. Abel 
 President and Chief Executive Officer 
 (principal executive officer) 
 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the dates indicated. 
 

Signature Title Date 
   
/s/ David L. Sokol* Chairman of the Board and Director February 27, 2009 
David L. Sokol   
   
   
/s/ Gregory E. Abel* President, Chief Executive Officer and  February 27, 2009 
Gregory E. Abel Director  
 (principal executive officer)  
   
/s/ Patrick J. Goodman* Senior Vice President and February 27, 2009 
Patrick J. Goodman Chief Financial Officer  
 (principal financial and accounting  
 officer)  
   
/s/ Walter Scott, Jr.* Director February 27, 2009 
Walter Scott, Jr.   
   
   
/s/ Marc D. Hamburg* Director February 27, 2009 
Marc D. Hamburg   
   
   
/s/ Warren E. Buffett* Director February 27, 2009 
Warren E. Buffett   
   
   
* By: /s/ Douglas L. Anderson Attorney-in-Fact February 27, 2009 
 Douglas L. Anderson   
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SUPPLEMENTAL INFORMATION TO BE FURNISHED WITH REPORTS FILED PURSUANT TO 
SECTION 15(D) OF THE ACT BY REGISTRANTS WHICH HAVE NOT REGISTERED SECURITIES 

PURSUANT TO SECTION 12 OF THE ACT 
 
No annual report to security holders covering MidAmerican Energy Holdings Company’s last fiscal year or proxy material 
has been sent to security holders. 
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EXHIBIT INDEX 

 
Exhibit No. Description 
  
3.1 Second Amended and Restated Articles of Incorporation of MidAmerican Energy Holdings Company 

effective March 2, 2006 (incorporated by reference to Exhibit 3.1 to the MidAmerican Energy Holdings 
Company Annual Report on Form 10-K for the year ended December 31, 2005). 

  
3.2 Amended and Restated Bylaws of MidAmerican Energy Holdings Company (incorporated by reference to 

Exhibit 3.2 to the MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended 
December 31, 2005). 

  
4.1 Indenture, dated as of October 4, 2002, by and between MidAmerican Energy Holdings Company and The 

Bank of New York, Trustee, relating to the 5.875% Senior Notes due 2012 (incorporated by reference to 
Exhibit 4.1 to the MidAmerican Energy Holdings Company Registration Statement No. 333-101699 dated 
December 6, 2002). 

  
4.2 First Supplemental Indenture, dated as of October 4, 2002, by and between MidAmerican Energy Holdings 

Company and The Bank of New York, Trustee, relating to the 5.875% Senior Notes due 2012 (incorporated 
by reference to Exhibit 4.2 to the MidAmerican Energy Holdings Company Registration Statement No. 333-
101699 dated December 6, 2002). 

  
4.3 Third Supplemental Indenture, dated as of February 12, 2004, by and between MidAmerican Energy Holdings 

Company and The Bank of New York, Trustee, relating to the 5.00% Senior Notes due 2014 (incorporated by 
reference to Exhibit 4.4 to the MidAmerican Energy Holdings Company Registration Statement No. 333-
113022 dated February 23, 2004). 

  
4.4 Fourth Supplemental Indenture, dated as of March 24, 2006, by and between MidAmerican Energy Holdings 

Company and The Bank of New York Trust Company, N.A., Trustee, relating to the 6.125% Senior Bonds 
due 2036 (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy Holdings Company Current 
Report on Form 8-K dated March 28, 2006). 

  
4.5 Fifth Supplemental Indenture, dated as of May 11, 2007, by and between MidAmerican Energy Holdings 

Company and The Bank of New York Trust Company, N.A., Trustee, relating to the 5.95% Senior Bonds due 
2037 (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy Holdings Company Current 
Report on Form 8-K dated May 11, 2007). 

  
4.6 Sixth Supplemental Indenture, dated as of August 28, 2007, by and between MidAmerican Energy Holdings 

Company and The Bank of New York Trust Company, N.A., Trustee, relating to the 6.50% Senior Bonds due 
2037 (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy Holdings Company Current 
Report on Form 8-K dated August 28, 2007). 

  
4.7 Seventh Supplemental Indenture, dated as of March 28, 2008, by and between MidAmerican Energy Holdings 

Company and The Bank of New York Trust Company, N.A., as Trustee, relating to the 5.75% Senior Notes 
due 2018 (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy Holdings Company Current 
Report on Form 8-K dated March 28, 2008). 

  
4.8 Indenture dated as of February 26, 1997, by and between MidAmerican Energy Holdings Company and the 

Bank of New York, Trustee relating to the 6¼% Convertible Junior Subordinated Debentures due 2012 
(incorporated by reference to Exhibit 10.129 to the MidAmerican Energy Holdings Company Annual Report 
on Form 10-K for the year ended December 31, 1995). 

  
4.9 Indenture, dated as of October 15, 1997, by and between MidAmerican Energy Holdings Company and IBJ 

Schroder Bank & Trust Company, Trustee (incorporated by reference to Exhibit 4.1 to the MidAmerican 
Energy Holdings Company Current Report on Form 8-K dated October 23, 1997). 
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Exhibit No. Description 
  
4.10 Form of Second Supplemental Indenture, dated as of September 22, 1998 by and between MidAmerican 

Energy Holdings Company and IBJ Schroder Bank & Trust Company, Trustee, relating to the 8.48% Senior 
Notes in the principal amount of $475,000,000 due 2028 (incorporated by reference to Exhibit 4.1 to the 
MidAmerican Energy Holdings Company Current Report on Form 8-K dated September 17, 1998). 

  
4.11 Indenture, dated as of March 14, 2000, by and between MidAmerican Energy Holdings Company and the 

Bank of New York, Trustee (incorporated by reference to Exhibit 4.9 to the MidAmerican Energy Holdings 
Company Annual Report on Form 10-K/A for the year ended December 31, 1999). 

  
4.12 Indenture, dated as of March 12, 2002, by and between MidAmerican Energy Holdings Company and the 

Bank of New York, Trustee (incorporated by reference to Exhibit 4.11 to the MidAmerican Energy Holdings 
Company Annual Report on Form 10-K for the year ended December 31, 2001). 

  
4.13 Amended and Restated Declaration of Trust of MidAmerican Capital Trust III, dated as of August 16, 2002 

(incorporated by reference to Exhibit 4.14 to the MidAmerican Energy Holdings Company Registration 
Statement No. 333-101699 dated December 6, 2002). 

  
4.14 Amended and Restated Declaration of Trust of MidAmerican Capital Trust II, dated as of March 12, 2002 

(incorporated by reference to Exhibit 4.15 to the MidAmerican Energy Holdings Company Registration 
Statement No. 333-101699 dated December 6, 2002). 

  
4.15 Amended and Restated Declaration of Trust of MidAmerican Capital Trust I, dated as of March 14, 2000 

(incorporated by reference to Exhibit 4.16 to the MidAmerican Energy Holdings Company Registration 
Statement No. 333-101699 dated December 6, 2002). 

  
4.16 Indenture, dated as of August 16, 2002, by and between MidAmerican Energy Holdings Company and the 

Bank of New York, Trustee (incorporated by reference to Exhibit 4.17 to the MidAmerican Energy Holdings 
Company Registration Statement No. 333-101699 dated December 6, 2002). 

  
4.17 Amended and Restated Credit Agreement, dated as of July 6, 2006, by and among MidAmerican Energy 

Holdings Company, as Borrower, The Banks and Other Financial Institutions Parties Hereto, as Banks, 
JPMorgan Chase Bank, N.A., as L/C Issuer, Union Bank of California, N.A., as Administrative Agent, The 
Royal Bank of Scotland PLC, as Syndication Agent, and ABN Amro Bank N.V., JPMorgan Chase Bank, 
N.A. and BNP Paribas as Co-Documentation Agents (incorporated by reference to Exhibit 99.1 to the 
MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended June 30, 
2006). 

  
4.18 Trust Indenture, dated as of November 27, 1995, by and between CE Casecnan Water and Energy Company, 

Inc. and Chemical Trust Company of California, Trustee (incorporated by reference to Exhibit 4.1 to the CE 
Casecnan Water and Energy Company, Inc. Registration Statement on Form S-4 dated January 25, 1996). 

  
4.19 Indenture and First Supplemental Indenture, dated March 11, 1999, by and between MidAmerican Funding, 

LLC and IBJ Whitehall Bank & Trust Company, Trustee, relating to the $700 million Senior Notes and Bonds 
(incorporated by reference to the MidAmerican Energy Holdings Company Annual Report on Form 10-K for 
the year ended December 31, 1998). 

  
4.20 Second Supplemental Indenture, dated as of March 1, 2001, by and between MidAmerican Funding, LLC and 

The Bank of New York, Trustee (incorporated by reference to Exhibit 4.4 to the MidAmerican Funding, LLC 
Registration Statement on Form S-3, Registration No. 333-56624). 

  
4.21 Indenture dated as of December 1, 1996, by and between MidAmerican Energy Company and the First 

National Bank of Chicago, Trustee (incorporated by reference to Exhibit 4(1) to the MidAmerican Energy 
Company Registration Statement on Form S-3, Registration No. 333-15387). 
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Exhibit No. Description 
  
4.22 First Supplemental Indenture, dated as of February 8, 2002, by and between MidAmerican Energy Company 

and The Bank of New York, Trustee (incorporated by reference to Exhibit 4.3 to the MidAmerican Energy 
Company Annual Report on Form 10-K for the year ended December 31, 2004, Commission File No. 333-
15387). 

  
4.23 Second Supplemental Indenture, dated as of January 14, 2003, by and between MidAmerican Energy 

Company and The Bank of New York, Trustee (incorporated by reference to Exhibit 4.2 to the MidAmerican 
Energy Company Annual Report on Form 10-K for the year ended December 31, 2004, Commission File No. 
333-15387). 

  
4.24 Third Supplemental Indenture, dated as of October 1, 2004, by and between MidAmerican Energy Company 

and The Bank of New York, Trustee (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy 
Company Annual Report on Form 10-K for the year ended December 31, 2004, Commission File No. 333-
15387). 

  
4.25 Fourth Supplemental Indenture, dated November 1, 2005, by and between MidAmerican Energy Company 

and the Bank of New York Trust Company, NA, Trustee (incorporated by reference to Exhibit 4.1 to the 
MidAmerican Energy Company Annual Report on Form 10-K for the year ended December 31, 2005). 

  
4.26 Fiscal Agency Agreement, dated as of October 15, 2002, by and between Northern Natural Gas Company and 

J.P. Morgan Trust Company, National Association, Fiscal Agent, relating to the $300,000,000 in principal 
amount of the 5.375% Senior Notes due 2012 (incorporated by reference to Exhibit 10.47 to the MidAmerican 
Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 2003). 

  
4.27 Trust Indenture, dated as of August 13, 2001, among Kern River Funding Corporation, Kern River Gas 

Transmission Company and JP Morgan Chase Bank, Trustee, relating to the $510,000,000 in principal 
amount of the 6.676% Senior Notes due 2016 (incorporated by reference to Exhibit 10.48 to the MidAmerican 
Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 2003). 

  
4.28 Third Supplemental Indenture, dated as of May 1, 2003, among Kern River Funding Corporation, Kern River 

Gas Transmission Company and JPMorgan Chase Bank, Trustee, relating to the $836,000,000 in principal 
amount of the 4.893% Senior Notes due 2018 (incorporated by reference to Exhibit 10.49 to the MidAmerican 
Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 2003). 

  
4.29 Trust Deed, dated December 15, 1997 among CE Electric UK Funding Company, AMBAC Insurance UK 

Limited and The Law Debenture Trust Corporation, p.l.c., Trustee (incorporated by reference to Exhibit 99.1 
to the MidAmerican Energy Holdings Company Current Report on Form 8-K dated March 30, 2004). 

  
4.30 Insurance and Indemnity Agreement, dated December 15, 1997 by and between CE Electric UK Funding 

Company and AMBAC Insurance UK Limited (incorporated by reference to Exhibit 99.2 to the MidAmerican 
Energy Holdings Company Current Report on Form 8-K dated March 30, 2004). 

  
4.31 Supplemental Agreement to Insurance and Indemnity Agreement, dated September 19, 2001, by and between 

CE Electric UK Funding Company and AMBAC Insurance UK Limited (incorporated by reference to Exhibit 
99.3 to the MidAmerican Energy Holdings Company Current Report on Form 8-K dated March 30, 2004). 

  
4.32 Fiscal Agency Agreement, dated as of July 15 2008, by and between Northern Natural Gas Company and The 

Bank New York Mellon Trust Company, National Association, Fiscal Agent, relating to the $200,000,000 in 
principal amount of the 5.75% Senior Notes due 2018. 

  
4.33 Fiscal Agency Agreement, dated as of May 24, 1999, by and between Northern Natural Gas Company and 

Chase Bank of Texas, National Association, Fiscal Agent, relating to the $250,000,000 in principal amount of 
the 7.00% Senior Notes due 2011 (incorporated by reference to Exhibit 10.70 to the MidAmerican Energy 
Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 2004). 
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Exhibit No. Description 
  
4.34 Trust Indenture, dated as of September 10, 1999, by and between Cordova Funding Corporation and Chase 

Manhattan Bank and Trust Company, National Association, Trustee, relating to the $225,000,000 in principal 
amount of the 8.75% Senior Secured Bonds due 2019 (incorporated by reference to Exhibit 10.71 to the 
MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 
2004). 

  
4.35 Trust Deed, dated as of February 4, 1998 among Yorkshire Power Finance Limited, Yorkshire Power Group 

Limited and Bankers Trustee Company Limited, Trustee, relating to the £200,000,000 in principal amount of 
the 7.25% Guaranteed Bonds due 2028 (incorporated by reference to Exhibit 10.74 to the MidAmerican 
Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 2004). 

  
4.36 First Supplemental Trust Deed, dated as of October 1, 2001, among Yorkshire Power Finance Limited, 

Yorkshire Power Group Limited and Bankers Trustee Company Limited, Trustee, relating to the 
£200,000,000 in principal amount of the 7.25% Guaranteed Bonds due 2028 (incorporated by reference to 
Exhibit 10.75 to the MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter 
ended March 31, 2004). 

  
4.37 Third Supplemental Trust Deed, dated as of October 1, 2001, among Yorkshire Electricity Distribution plc, 

Yorkshire Electricity Group plc and Bankers Trustee Company Limited, Trustee, relating to the £200,000,000 
in principal amount of the 9.25% Bonds due 2020 (incorporated by reference to Exhibit 10.76 to the 
MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 
2004). 

  
4.38 Indenture, dated as of February 1, 2000, among Yorkshire Power Finance 2 Limited, Yorkshire Power Group 

Limited and The Bank of New York, Trustee (incorporated by reference to Exhibit 10.78 to the MidAmerican 
Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 2004). 

  
4.39 First Supplemental Trust Deed, dated as of September 27, 2001, among Northern Electric Finance plc, 

Northern Electric plc, Northern Electric Distribution Limited and The Law Debenture Trust Corporation 
p.l.c., Trustee, relating to the £100,000,000 in principal amount of the 8.875% Guaranteed Bonds due 2020 
(incorporated by reference to Exhibit 10.81 to the MidAmerican Energy Holdings Company Quarterly Report 
on Form 10-Q for the quarter ended March 31, 2004). 

  
4.40 Trust Deed, dated as of January 17, 1995, by and between Yorkshire Electricity Group plc and Bankers 

Trustee Company Limited, Trustee, relating to the £200,000,000 in principal amount of the 9 1/4% Bonds due 
2020 (incorporated by reference to Exhibit 10.83 to the MidAmerican Energy Holdings Company Quarterly 
Report on Form 10-Q for the quarter ended March 31, 2004). 

  
4.41 Master Trust Deed, dated as of October 16, 1995, by and between Northern Electric Finance plc, Northern 

Electric plc and The Law Debenture Trust Corporation p.l.c., Trustee, relating to the £100,000,000 in 
principal amount of the 8.875% Guaranteed Bonds due 2020 (incorporated by reference to Exhibit 10.70 to 
the MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 
2004). 

  
4.42 Fiscal Agency Agreement, dated April 14, 2005, by and between Northern Natural Gas Company and J.P. 

Morgan Trust Company, National Association, Fiscal Agent, relating to the $100,000,000 in principal amount 
of the 5.125% Senior Notes due 2015 (incorporated by reference to Exhibit 99.1 to the MidAmerican Energy 
Holdings Company Current Report on Form 8-K dated April 18, 2005). 

  
4.43 £100,000,000 Facility Agreement, dated April 4, 2005 among CE Electric UK Funding Company, the 

subsidiaries of CE Electric UK Funding Company listed in Part 1 of Schedule 1, Lloyds TSB Bank plc and 
The Royal Bank of Scotland plc (incorporated by reference to Exhibit 99.1 to the MidAmerican Energy 
Holdings Company Current Report on Form 8-K dated April 20, 2005). 
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Exhibit No. Description 
  
4.44 Trust Deed dated May 5, 2005 among Northern Electric Finance plc, Northern Electric Distribution Limited, 

Ambac Assurance UK Limited and HSBC Trustee (C.I.) Limited (incorporated by reference to Exhibit 99.1 to 
the MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended 
March 31, 2005). 

  
4.45 Reimbursement and Indemnity Agreement dated May 5, 2005 among Northern Electric Finance plc, Northern 

Electric Distribution Limited and Ambac Assurance UK Limited (incorporated by reference to Exhibit 99.2 to 
the MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended 
March 31, 2005). 

  
4.46 Trust Deed, dated May 5, 2005 among Yorkshire Electricity Distribution plc, Ambac Assurance UK Limited 

and HSBC Trustee (C.I.) Limited (incorporated by reference to Exhibit 99.3 to the MidAmerican Energy 
Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 2005). 

  
4.47 Reimbursement and Indemnity Agreement, dated May 5, 2005 between Yorkshire Electricity Distribution plc 

and Ambac Assurance UK Limited (incorporated by reference to Exhibit 99.4 to the MidAmerican Energy 
Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 2005). 

  
4.48 Supplemental Trust Deed, dated May 5, 2005 among CE Electric UK Funding Company, Ambac Assurance 

UK Limited and The Law Debenture Trust Corporation plc (incorporated by reference to Exhibit 99.5 to the 
MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended March 31, 
2005). 

  
4.49 Second Supplemental Agreement to Insurance and Indemnity Agreement, dated May 5, 2005 by and between 

CE Electric UK Funding Company and Ambac Assurance UK Limited (incorporated by reference to Exhibit 
99.6 to the MidAmerican Energy Holdings Company Quarterly Report on Form 10-Q for the quarter ended 
March 31, 2005). 

  
4.50 Amended and Restated Credit Agreement, dated as of July 6, 2006, among MidAmerican Energy Company, 

the Lending Institutions Party Hereto, as Banks, Union Bank of California, N.A., as Syndication Agent, 
JPMorgan Chase Bank, N.A.., as Administrative Agent, and The Royal Bank of Scotland plc, ABN AMRO 
Bank N.V. and BNP Paribas as Co-Documentation Agents (incorporated by reference to Exhibit 10.1 to the 
MidAmerican Energy Company Quarterly Report on Form 10-Q for the quarter ended June 30, 2006). 

  
4.51 Shareholders Agreement, dated as of March 14, 2000 (incorporated by reference to Exhibit 4.19 to the 

MidAmerican Energy Holdings Company Registration Statement No. 333-101699 dated December 6, 2002). 
  
4.52 Amendment No. 1 to Shareholders Agreement, dated December 7, 2005 (incorporated by reference to Exhibit 

4.17 to the MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended 
December 31, 2005). 

  
4.53 Equity Commitment Agreement, dated as of March 1, 2006, by and between Berkshire Hathaway Inc. and 

MidAmerican Energy Holdings Company (incorporated by reference to Exhibit 10.72 to the MidAmerican 
Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 2005). 

  
4.54 Fiscal Agency Agreement, dated February 12, 2007, by and between Northern Natural Gas Company and 

Bank of New York Trust Company, N.A., Fiscal Agent, relating to the $150,000,000 in principal amount of 
the 5.80% Senior Bonds due 2037 (incorporated by reference to Exhibit 99.1 to the MidAmerican Energy 
Holdings Company Current Report on Form 8-K dated February 12, 2007). 

  
4.55 Indenture, dated as of October 1, 2006, by and between MidAmerican Energy Company and the Bank of New 

York Trust Company, N.A., Trustee (incorporated by reference to Exhibit 4.1 to the MidAmerican Energy 
Company Quarterly Report on Form 10-Q for the quarter ended September 30, 2006). 
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Exhibit No. Description 
  
4.56 First Supplemental Indenture, dated as of October 6, 2006, by and between MidAmerican Energy Company 

and the Bank of New York Trust Company, N.A., Trustee (incorporated by reference to Exhibit 4.2 to the 
MidAmerican Energy Company Quarterly Report on Form 10-Q for the quarter ended September 30, 2006). 

  
4.57 Second Supplemental Indenture, dated June 29, 2007, by and between MidAmerican Energy Company and 

The Bank of New York Trust Company, N.A., Trustee (incorporated by reference to Exhibit 4.1 to the 
MidAmerican Energy Company Current Report on Form 8-K dated June 29, 2007). 

  
4.58 Third Supplemental Indenture, dated March 25, 2008, by and between MidAmerican Energy Company and 

The Bank of New York Trust Company, Trustee, relating to the 5.3% Notes due 2018 (incorporated by 
reference to Exhibit 4.1 to MidAmerican Energy Company Current Report on Form 8-K dated March 25, 
2008). 

  
4.59 Mortgage and Deed of Trust dated as of January 9, 1989, between PacifiCorp and The Bank of New York 

Mellon Trust Company, N.A. (formerly known as JP Morgan Chase Bank and The Chase Manhattan Bank), 
Trustee, incorporated by reference to Exhibit 4-E to PacifiCorp’s Form 8-B, File No. 1-5152, as supplemented 
and modified by 23 Supplemental Indentures, each incorporated by reference, as follows: 

 
 Exhibit 

Number 
 PacifiCorp 

File Type 
 

File Date 
 File 

Number 
        
 (4)(b)  SE  November 2, 1989  33-31861 
 (4)(a)  8-K  January 9, 1990  1-5152 
 (4)(a)  8-K  September 11, 1991  1-5152 
 4(a)  8-K  January 7, 1992  1-5152 
 4(a)  10-Q  Quarter ended March 31, 1992  1-5152 
 4(a)  10-Q  Quarter ended September 30, 1992  1-5152 
 4(a)  8-K  April 1, 1993  1-5152 
 4(a)  10-Q  Quarter ended September 30, 1993  1-5152 
 (4)b  10-Q  Quarter ended June 30, 1994  1-5152 
 (4)b  10-K  Year ended December 31, 1994  1-5152 
 (4)b  10-K  Year ended December 31, 1995  1-5152 
 (4)b  10-K  Year ended December 31, 1996  1-5152 
 (4)b  10-K  Year ended December 31, 1998  1-5152 
 99(a)  8-K  November 21, 2001  1-5152 
 4.1  10-Q  Quarter ended June 30, 2003  1-5152 
 99  8-K  September 8, 2003  1-5152 
 4  8-K  August 24, 2004  1-5152 
 4  8-K  June 13, 2005  1-5152 
 4.2  8-K  August 14, 2006  1-5152 
 4  8-K  March 14, 2007  1-5152 
 4.1  8-K  October 3, 2007  1-5152 
 4.1  8-K  July 17, 2008  1-5152 
 4.1  8-K  January 8, 2009  1-5152 
 
4.60 $700,000,000 Credit Agreement dated as of October 23, 2007 among PacifiCorp, The Banks Party thereto, 

The Royal Bank of Scotland plc, as Syndication Agent, and Union Bank of California, N.A., as 
Administrative Agent (incorporated by reference to Exhibit 99 to the PacifiCorp Quarterly Report on 
Form 10-Q for the quarter ended September 30, 2007). 

  
4.61 $800,000,000 Amended and Restated Credit Agreement dated as of July 6, 2006 among PacifiCorp, The 

Banks Party thereto, The Royal Bank of Scotland plc, as Syndication Agent, and JP Morgan Chase Bank, 
N.A., as Administrative Agent (incorporated by Reference to Exhibit 99 to the PacifiCorp Quarterly Report 
on Form 10-Q for the quarter ended June 30, 2006). 
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Exhibit No. Description 
  
10.1 Amended and Restated Employment Agreement, dated February 25, 2008, by and between MidAmerican 

Energy Holdings Company and David L. Sokol (incorporated by reference to Exhibit 10.1 to the 
MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 
2007). 

  
10.2 Non-Qualified Stock Option Agreements of David L. Sokol, dated March 14, 2000 (incorporated by 

reference to Exhibit 10.3 to the MidAmerican Energy Holdings Company Registration Statement No. 333-
101699 dated December 6, 2002) and the related 2000 Stock Option Plan attached as Exhibit A thereto 
(incorporated by reference to Exhibit 10.3 of MidAmerican Energy Holdings Company’s Registration 
Statement No. 333-143286 dated May 25, 2007). 

  
10.3 Incremental Profit Sharing Plan, dated February 16, 2009, by and between MidAmerican Energy Holdings 

Company and David L. Sokol. 
  
10.4 Amended and Restated Employment Agreement, dated February 25, 2008, by and between MidAmerican 

Energy Holdings Company and Gregory E. Abel (incorporated by reference to Exhibit 10.3 to the 
MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 
2007).  

  
10.5 Non-Qualified Stock Option Agreements of Gregory E. Abel, dated March 14, 2000 (incorporated by 

reference to Exhibit 10.5 to the MidAmerican Energy Holdings Company Registration Statement No. 333-
101699 dated December 6, 2002) and the related 2000 Stock Option Plan attached as Exhibit A thereto 
(incorporated by reference to Exhibit 10.5 of MidAmerican Energy Holdings Company’s Registration 
Statement No. 333-143286 dated May 25, 2007). 

  
10.6 Incremental Profit Sharing Plan, dated February 10, 2009, by and between MidAmerican Energy Holdings 

Company and Gregory E. Abel. 
  
10.7 Amended and Restated Employment Agreement, dated February 25, 2008, by and between MidAmerican 

Energy Holdings Company and Patrick J. Goodman (incorporated by reference to Exhibit 10.5 to the 
MidAmerican Energy Holdings Company Annual Report on Form 10-K for the year ended December 31, 
2007). 

  
10.8 Amended and Restated Casecnan Project Agreement, dated June 26, 1995, between the National Irrigation 

Administration and CE Casecnan Water and Energy Company Inc. (incorporated by reference to Exhibit 10.1 
to the CE Casecnan Water and Energy Company, Inc. Registration Statement on Form S-4 dated January 25, 
1996). 

  
10.9 Supplemental Agreement, dated as of September 29, 2003, by and between CE Casecnan Water and Energy 

Company, Inc. and the Philippines National Irrigation Administration (incorporated by reference to 
Exhibit 98.1 to the MidAmerican Energy Holdings Company Current Report on Form 8-K dated October 15, 
2003). 

  
10.10 CalEnergy Company, Inc. Voluntary Deferred Compensation Plan, effective December 1, 1997, First 

Amendment, dated as of August 17, 1999, and Second Amendment effective March 14, 2000 (incorporated 
by reference to Exhibit 10.50 to the MidAmerican Energy Holdings Company Registration Statement No. 
333-101699 dated December 6, 2002). 

  
10.11 MidAmerican Energy Holdings Company Executive Voluntary Deferred Compensation Plan restated 

effective as of January 1, 2007 (incorporated by reference to Exhibit 10.9 to the MidAmerican Energy 
Holdings Company Annual Report on Form 10-K for the year ended December 31, 2007). 
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Exhibit No. Description 
  
10.12 MidAmerican Energy Company First Amended and Restated Supplemental Retirement Plan for Designated 

Officers dated as of May 10, 1999 amended on February 25, 2008 to be effective as of January 1, 2005 
(incorporated by reference to Exhibit 10.10 to the MidAmerican Energy Holdings Company Annual Report on 
Form 10-K for the year ended December 31, 2007). 

  
10.13 MidAmerican Energy Holdings Company Long-Term Incentive Partnership Plan as Amended and Restated 

January 1, 2007 (incorporated by reference to Exhibit 10.11 to the MidAmerican Energy Holdings Company 
Annual Report on Form 10-K for the year ended December 31, 2007). 

  
10.14 Summary of Key Terms of Compensation Arrangements with MidAmerican Energy Holdings Company 

Named Executive Officers and Directors. 
  
10.15 Termination Agreement, dated December 17, 2008, by and among MidAmerican Energy Holdings Company, 

MEHC Investment, Inc., MEHC Merger Sub, Inc., Constellation Energy Group, Inc., CER Generation II, 
LLC, Constellation Power Source Generation, Inc. and Electricité De France International, SA (incorporated 
by reference to Exhibit 2.1 to the MidAmerican Energy Holdings Company Current Report on Form 8-K 
dated December 17, 1008). 

  
14.1 MidAmerican Energy Holdings Company Code of Ethics for Chief Executive Officer, Chief Financial Officer 

and Other Covered Officers (incorporated by reference to Exhibit 14.1 to the MidAmerican Energy Holdings 
Company Annual Report on Form 10-K for the year ended December 31, 2003). 

  
21.1 Subsidiaries of the Registrant. 
  
23.1 Consent of Deloitte & Touche LLP. 
  
24.1 Power of Attorney. 
  
31.1 Principal Executive Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
  
31.2 Principal Financial Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
  
32.1 Principal Executive Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
  
32.2 Principal Financial Officer Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
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EXHIBIT 21.1 
 

MIDAMERICAN ENERGY HOLDINGS COMPANY 
SUBSIDIARIES AND JOINT VENTURES 

 
Pursuant to Item 601(b)(21)(ii) of Regulation S-K, we have omitted dormant subsidiaries (all of which, when considered in the 
aggregate as a single subsidiary, would not constitute a significant subsidiary as of the end of our last fiscal year).  
 
MidAmerican Funding, LLC Iowa 
MHC Inc.  Iowa 
MidAmerican Energy Company  Iowa 
CBEC Railway Inc.  Iowa 
InterCoast Capital Company  Delaware 
Cimmred Leasing Company  South Dakota 
IWG Co. 8  Delaware 
MHC Investment Company  South Dakota 
MWR Capital Inc. South Dakota 
Midwest Capital Group, Inc.  Iowa 
Dakota Dunes Development Company  Iowa 
Two Rivers Inc. South Dakota 
MidAmerican Services Company  Iowa 
MEC Construction Services Co.  Iowa 
CE Electric UK Funding Company  England 
CalEnergy Gas (Holdings) Limited  England 
CalEnergy Gas Limited  England 
CalEnergy Gas (Australia) Limited  England 
CalEnergy Resources Limited England 
CalEnergy Resources (Poland) sp.z.o.o. Poland 
CE Electric (Ireland) Limited  Republic of Ireland 
CE Electric UK Holdings  England 
CE Electric UK Limited  England 
CE UK Gas Holdings Limited  England 
DCUSA Limited England 
ElectraLink Limited England 
Electricity Pensions Trustee Limited England 
ESN Holdings Limited England 
Gemserv Limited England 
Integrated Utility Services Limited  England 
Integrated Utility Services Limited  Republic of Ireland 
Kings Road Developments Limited  England 
MRA Service Company Limited England 
Northern Electric plc  England 
Northern Electric Distribution Limited  England 
Northern Electric Finance plc  England 
Northern Electric & Gas Limited  England 
Northern Electric GenCo England 
Northern Electric Generation (Peaking) Limited  England 
Northern Electric Properties Limited  England 
Northern Electric Retail Limited England 
Northern Transport Finance Limited  England 
Selectusonline Limited England 
Vehicle Lease and Service Limited  England 
Yorkshire Cayman Holding Limited  Cayman Islands 
Yorkshire Electricity Distribution plc  England 
Yorkshire Electricity Group plc  England 
Yorkshire Holdings plc  England 
Yorkshire Power Finance Limited  Cayman Islands 
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Yorkshire Power Group Limited  England 
HomeServices of America, Inc. Delaware 
Allerton Capital, Ltd.  Iowa 
Arizona Home Services, LLC  Arizona 
Caldwell Mill, LLP Alabama 
California Title Company California 
Capitol Intermediary Company Nebraska 
Capitol Land Exchange, Inc. Nebraska 
Capitol Title Company Nebraska 
CBSHOME Real Estate Company  Nebraska 
CBSHOME Real Estate of Iowa, Inc. Delaware 
CBSHOME Relocation Services, Inc. Nebraska 
Champion Realty, Inc.  Maryland 
Chancellor Title Services, Inc.  Maryland 
Columbia Title of Florida, Inc. Florida 
Cornerstone Title Company, L.L.C. Georgia 
Edina Financial Services, Inc. Minnesota 
Edina Realty, Inc. Minnesota 
Edina Realty Referral Network, Inc. Minnesota 
Edina Realty Relocation, Inc. Minnesota 
Edina Realty Title, Inc.  Minnesota 
Esslinger-Wooten-Maxwell, Inc. Florida 
E-W-M Referral Services, Inc. Florida 
FFR, Inc. Iowa 
First Realty, Ltd.  Iowa 
First Reserve Insurance, Inc. Florida 
FMLC Mortgage, LLC Delaware 
For Rent, Inc. Arizona 
Heritage Title Services, LLC Georgia 
HMSV Financial Services, Inc.  Delaware 
HN Heritage Title Holdings, LLC Georgia 
HN Insurance Holdings, LLC Georgia 
HN Insurance Services, LLC Georgia 
HN Mortgage, LLC Georgia 
HN Real Estate Group, L.L.C. Georgia 
HN Real Estate Group, N.C., Inc. North Carolina 
HN Referral Corporation Georgia 
Home Services Referral Network, LLC Indiana 
HomeServices Financial, LLC Delaware 
HomeServices Financial Holdings, Inc. Delaware 
HomeServices Financial-Iowa, LLC Delaware 
HomeServices Lending, LLC Delaware 
HomeServices Insurance, Inc. Nebraska 
HomeServices of Alabama, Inc. Delaware 
HomeServices of California, Inc.  Delaware 
HomeServices of Florida, Inc. Florida 
HomeServices of Iowa, Inc.  Delaware 
HomeServices of Kentucky, Inc. Kentucky 
HomeServices of Kentucky Real Estate Academy, LLC Kentucky 
HomeServices of Nebraska, Inc. Delaware 
HomeServices of Nevada, Inc. Delaware 
HomeServices of the Carolinas, Inc. Delaware 
HomeServices Relocation, LLC Delaware 
HSR Equity Funding, Inc. Delaware 
Huff Commercial Group, LLC Kentucky 
Huff-Drees Realty, Inc. Ohio 
IMO Co., Inc. Missouri 
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Iowa Realty Co., Inc.  Iowa 
Iowa Realty Insurance Agency, Inc.  Iowa 
Iowa Title Company  Iowa 
Iowa Title Linn County II, LLC  Iowa 
JBRC, Inc. Kentucky 
J.D. Reece Mortgage Company Kansas 
J.P. & A. Inc. Georgia 
Jenny Pruitt & Associates, Inc. Georgia 
Jenny Pruitt Insurance Services, LLC Georgia 
Jim Huff Realty, Inc. Kentucky 
JRHBW Realty, Inc. Alabama 
J. S. White & Associates, Inc. Alabama 
Kansas City Title, Inc.  Kansas 
Kentucky Residential Referral Services, LLC  Kentucky 
Larabee School of Real Estate and Insurance, Inc. Nebraska 
Limestone Springs Holdings, LLC California 
Lincoln Title Company, LLC Nebraska 
Long Title Agency, LLC Arizona 
Meridian Title Services, LLC Georgia 
Mid-America Referral Network, Inc. Kansas 
MidAmerican Commercial Real Estate Services, Inc. Kansas 
Midland Escrow Services, Inc. Iowa 
MortgageSouth, LLC Alabama 
Nebraska Land Title and Abstract Company  Nebraska 
Pickford Escrow Company, Inc. California 
Pickford Golden State Member, LLC California 
Pickford Holdings LLC California 
Pickford North County LP California 
Pickford Real Estate, Inc. California 
Pickford Realty, Ltd. California 
Pickford Services Company California 
Plaza Financial Services, LLC  Kansas 
Plaza Mortgage Services, LLC Kansas 
Preferred Carolinas Realty, Inc. North Carolina 
Preferred Carolinas Title Agency, LLC North Carolina 
Professional Referral Organization, Inc.  Maryland 
Real Estate Links, LLC Illinois 
Real Estate Referral Network, Inc. Nebraska 
Reece & Nichols Alliance, Inc. Kansas 
Reece & Nichols Realtors, Inc.  Kansas 
Referral Company of North Carolina, Inc. North Carolina 
RHL Referral Company, LLC  Arizona 
Roberts Brothers, Inc.  Alabama 
Roy H. Long Realty Co., Inc.  Arizona 
San Diego PCRE, Inc. California 
Semonin Realtors, Inc. Delaware 
Southwest Relocation, LLC  Arizona 
The Escrow Firm, Inc. California 
The Referral Company  Iowa 
TITLE INFO NOW, LLC Minnesota 
TitleSouth, LLC Alabama 
Township Title Services, LLC Georgia 
Traditions Title Agency, LLC Ohio 
Trinity Mortgage Partners, Inc.  Georgia 
United Settlement Services, LC Iowa 
York Simpson Underwood, LLC North Carolina 
CE Generation, LLC  Delaware 
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CalEnergy Operating Corporation  Delaware 
California Energy Development Corporation  Delaware 
California Energy Yuma Corporation  Utah 
CE Salton Sea Inc.  Delaware 
CE Texas Power, LLC  Delaware 
CE Texas Resources, LLC  Delaware 
CE Turbo LLC  Delaware 
Conejo Energy Company  California 
Del Ranch, L. P.  California 
Desert Valley Company  California 
Elmore, L.P.  California 
Falcon Power Operating Company  Texas 
CE Gen Oil Company  Texas 
CE Gen Pipeline Corporation  Texas 
CE Gen Power Corporation  Texas 
Fish Lake Power LLC  Delaware 
FSRI Holdings, Inc Texas 
Imperial Magma LLC  Delaware 
Leathers, L.P.  California 
Magma Land Company I  Nevada 
Magma Power Company  Nevada 
Niguel Energy Company  California 
North Country Gas Pipeline Corporation  New York 
Power Resources, Ltd.  Texas 
Salton Sea Brine Processing L. P.  California 
Salton Sea Funding Corporation  Delaware 
Salton Sea Power Company  Nevada 
Salton Sea Power Generation L. P.  California 
Salton Sea Power L.L.C.  Delaware 
Salton Sea Royalty LLC  Delaware 
San Felipe Energy Company  California 
Saranac Energy Company, Inc.  Delaware 
Saranac Power Partners, LP  Delaware 
SECI Holdings, Inc.  Delaware 
VPC Geothermal LLC  Delaware 
Vulcan Power Company  Nevada 
Vulcan/BN Geothermal Power Company  Nevada 
Yuma Cogeneration Associates  Arizona 
BG Energy Holding LLC Delaware 
BG Energy LLC Delaware 
CalEnergy Capital Trust II  Delaware 
CalEnergy Capital Trust III  Delaware 
CalEnergy Generation Operating Company  Delaware 
CalEnergy Holdings, Inc.  Delaware 
CalEnergy International Ltd.  Bermuda 
CalEnergy International Services, Inc.  Delaware 
CalEnergy Investments C.V.  Netherlands 
CalEnergy Minerals Development LLC  Delaware 
CalEnergy Minerals, LLC  Delaware 
CalEnergy Pacific Holdings Corp.  Delaware 
CalEnergy U.K. Inc.  Delaware 
CE Casecnan Ltd.  Bermuda 
CE Casecnan II, Inc. Philippines 
CE Casecnan Water and Energy Company, Inc.  Philippines 
CE Cebu Geothermal Power Company, Inc.  Philippines 
CE Electric (NY), Inc.  Delaware 
CE Electric, Inc.  Delaware 
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CE Exploration Company  Delaware 
CE Geothermal, Inc. Delaware 
CE Insurance Services Limited  Isle of Man 
CE International Investments, Inc.  Delaware 
CE Luzon Geothermal Power Company, Inc.  Philippines 
CE Mahanagdong II, Inc.  Philippines 
CE Mahanagdong Ltd.  Bermuda 
CE Obsidian Energy LLC  Delaware 
CE Obsidian Holding, LLC Delaware 
CE Philippines II, Inc.  Philippines 
CE Philippines Ltd.  Bermuda 
CE Power, Inc.  Delaware 
Cordova Energy Company, LLC  Delaware 
Cordova Funding Corporation  Delaware 
Kern River Funding Corporation Delaware 
Kern River Gas Transmission Company Texas 
KR Acquisition 1, LLC Delaware 
KR Acquisition 2, LLC Delaware 
KR Holding, LLC Delaware 
M & M Ranch Acquisition Company, LLC Delaware 
M & M Ranch Holding Company, LLC Delaware 
Magma Netherlands B.V.  Netherlands 
MEHC Investment, Inc. South Dakota 
MidAmerican Capital Trust I  Delaware 
MidAmerican Capital Trust II  Delaware 
MidAmerican Capital Trust III Delaware 
MidAmerican Nuclear Energy Company, LLC Delaware 
MidAmerican Nuclear Energy Holdings Company, LLC Delaware 
MEHC Insurance Services Ltd. Vermont 
MEHC America Transco, LLC Delaware 
MEHC Texas Transco, LLC Delaware 
Electric Transmission America, LLC Delaware 
Electric Transmission Texas, LLC Delaware 
MidAmerican Energy Machining Services LLC Delaware 
NNGC Acquisition, LLC Delaware 
Northern Natural Gas Company Delaware 
Beckham Pipeline, LLC Delaware 
PPW Holdings LLC Delaware 
PacifiCorp Oregon 
Energy West Mining Company Utah 
PacifiCorp Investment Management, Inc. Oregon 
Glenrock Coal Company Wyoming 
Interwest Mining Company Oregon 
Pacific Minerals, Inc. Wyoming 
PacifiCorp Environmental Remediation Company Delaware 
PacifiCorp Future Generations, Inc. Oregon 
Canopy Botanicals, Inc. Delaware 
Trapper Mining Inc. Delaware 
Quad Cities Energy Company  Iowa 
Salton Sea Minerals Corp.  Delaware 
S.W. Hydro, Inc. Delaware 
Tongonan Power Investment, Inc.  Philippines 
Visayas Geothermal Power Company  Philippines 
Wailuku Holding Company, LLC Delaware 
Wailuku River Hydroelectric Power Company Hawaii 
Wailuku River Hydroelectric Limited Partnership Hawaii 
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EXHIBIT 23.1 
 
 
 
 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
We consent to the incorporation by reference in Registration Statement No. 333-147957 on Form S-8 of our report dated 
February 27, 2009, relating to the financial statements and financial statement schedules of MidAmerican Energy Holdings 
Company, appearing in this Annual Report on Form 10-K of MidAmerican Energy Holdings Company for the year ended 
December 31, 2008. 
 
/s/ Deloitte & Touche LLP 
 
Des Moines, Iowa 
February 27, 2009 
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EXHIBIT 24.1 
 
 
 
 

POWER OF ATTORNEY 
 
 
The undersigned, a member of the Board of Directors or an officer of MIDAMERICAN ENERGY HOLDINGS 
COMPANY, an Iowa corporation (the “Company”), hereby constitutes and appoints Douglas L. Anderson and Paul J. 
Leighton and each of them, as his/her true and lawful attorney-in-fact and agent, with full power of substitution and 
resubstitution, for and in his/her stead, in any and all capacities, to sign on his/her behalf the Company’s Annual Report on 
Form 10-K for the fiscal year ending December 31, 2008 and to execute any amendments thereto and to file the same, with 
all exhibits thereto, and all other documents in connection therewith, with the Securities and Exchange Commission and 
applicable stock exchanges, with the full power and authority to do and perform each and every act and thing necessary or 
advisable to all intents and purposes as he/she might or could do in person, hereby ratifying and confirming all that said 
attorney-in-fact and agent, or his/her substitute or substitutes, may lawfully do or cause to be done by virtue hereof. 
 
Executed as of February 27, 2009 
 
/s/ David L. Sokol  /s/ Gregory E. Abel 
DAVID L. SOKOL  GREGORY E. ABEL 
   
/s/ Patrick J. Goodman  /s/ Warren E. Buffett 
PATRICK J. GOODMAN  WARREN E. BUFFETT 
   
/s/ Marc D. Hamburg  /s/ Walter Scott, Jr. 
MARC D. HAMBURG  WALTER SCOTT, JR. 
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EXHIBIT 31.1 

 
CERTIFICATION PURSUANT TO 

SECTION 302 OF THE 
SARBANES-OXLEY ACT OF 2002 

 
I, Gregory E. Abel, certify that: 
 
1.  I have reviewed this Annual Report on Form 10-K of MidAmerican Energy Holdings Company; 
   
2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

   
3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

   
4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

    
  a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material information relating to the registrant, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

    
  b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

    
  c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 

    
  d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 

occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the 
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and  

  
5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

  
  a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 

  
  b) Any fraud, whether or not material, that involves management or other employees who have a 

significant role in the registrant’s internal control over financial reporting. 
 
Date: February 27, 2009 /s/ Gregory E. Abel  

 Gregory E. Abel  
 President and Chief Executive Officer  
 (principal executive officer)  
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EXHIBIT 31.2 
 

CERTIFICATION PURSUANT TO 
SECTION 302 OF THE 

SARBANES-OXLEY ACT OF 2002 
 
I, Patrick J. Goodman, certify that: 
 
1.  I have reviewed this Annual Report on Form 10-K of MidAmerican Energy Holdings Company; 
   
2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

   
3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

   
4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

    
  a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material information relating to the registrant, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

    
  b) Designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

    
  c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 

    
  d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 

occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the 
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and  

  
5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

  
  a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 

  
  b) Any fraud, whether or not material, that involves management or other employees who have a 

significant role in the registrant’s internal control over financial reporting. 
 
 
Date: February 27, 2009 /s/ Patrick J. Goodman  

 Patrick J. Goodman  
 Senior Vice President and Chief Financial Officer  
 (principal financial officer)  
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EXHIBIT 32.1 
 

CERTIFICATION PURSUANT TO 
SECTION 906 OF THE 

SARBANES-OXLEY ACT OF 2002 
 
I, Gregory E. Abel, Chairman and Chief Executive Officer of MidAmerican Energy Holdings Company (the “Company”), certify, 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of the Company. 
  
 
 
Date: February 27, 2009 /s/ Gregory E. Abel  

 Gregory E. Abel  
 President and Chief Executive Officer  
 (principal executive officer)  
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EXHIBIT 32.2 
 

CERTIFICATION PURSUANT TO 
SECTION 906 OF THE 

SARBANES-OXLEY ACT OF 2002 
 
I, Patrick J. Goodman, Senior Vice President and Chief Financial Officer of MidAmerican Energy Holdings Company (the 
“Company”), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my 
knowledge: 
 
(1) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2008 (the “Report”) 

fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 
78m or 78o(d)); and 

  
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of the Company. 
  
 
 
Date: February 27, 2009 /s/ Patrick J. Goodman  

 Patrick J. Goodman  
 Senior Vice President and Chief Financial Officer  
 (principal financial officer)  
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Part I

Item 1. Business

Berkshire Hathaway Inc. (“Berkshire,” “Company” or “Registrant”) is a holding company owning subsidiaries engaged in
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 is 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. Reinsurance contracts are generally 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 generally required to obtain regulatory approval of their policy forms and premium
rates. Non-admitted insurance markets have developed to provide insurance that is otherwise unavailable from the admitted
insurance markets of a state. Non-admitted insurance, often referred to as “excess and surplus” lines, is procured by either state-
licensed surplus lines brokers who place risks with insurers not licensed in that state or by insureds’ direct procurement from
non-admitted insurers. Non-admitted insurance is subject to considerably less regulation with respect to policy rates and forms.
Reinsurers are normally not required to obtain regulatory approval of premium rates and policy forms.

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

1

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



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.

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 $51 billion at December 31, 2008. 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, 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 was
signed into law. In December 2005, the Program was extended to December 31, 2007 through the passage of the Terrorism Risk
Insurance Extension Act of 2005 and in December 2007, the Program was further extended to December 31, 2014 through the
passage of the Terrorism Risk Insurance Program Reauthorization Act of 2007. Hereinafter the 2002, 2005 and 2007 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. TRIA currently 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 excluded certain forms of direct insurance (such as 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. Under the
December 2007 Program extension, the deductible is 20% of the aggregate direct subject earned premium for relevant
commercial lines business in the immediately preceding calendar year. Berkshire’s aggregate deductible in 2009 will be
approximately $425 million. There is also an aggregate limit of $100 billion on the amount of the Federal government coverage
for each TRIA year.

For many years, the insurance industry has been subject to claims arising from exposure to asbestos. 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, including claims based upon exposure to asbestos, even though no related illness has been
identified. Consequently, the U.S. Congress has periodically 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.

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.

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 retroactive reinsurance products that generate significant amounts of up-front premiums along with estimated
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claims expected to be paid over very long periods of time creating “float” (see Investments section below), Berkshire expects to
achieve a net underwriting profit over time and to reject inadequately priced risks. Underwriting profit is earned premiums less
associated incurred losses, loss adjustment expenses and underwriting and policy acquisition expenses. Underwriting profit does
not include investment income earned from “float” produced by the timing of collecting premiums and paying losses, loss
adjustment expenses and underwriting and policy acquisition expenses. Additional information related to each of these four
underwriting groups follows.

GEICO—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. These companies primarily offer private passenger automobile insurance to individuals in 49 states and the
District of Columbia. In addition, GEICO insures motorcycles, all-terrain vehicles, recreational vehicles and small commercial
fleets and acts as an agent for other insurers who offer homeowners, boat and life insurance to individuals. GEICO markets its
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. The 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 a result of an aggressive advertising campaign and competitive rates, new business sales and voluntary policies-in-force
have increased every year since 2004. Voluntary auto policies-in-force have increased about 63% over the past five years.
GEICO is currently the third largest private passenger auto insurer in the United States in terms of premium volume. According
to A.M. Best data for 2007, the five largest automobile insurers have a combined 48.8% market share, with GEICO’s share
being 7.1%. 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. Price tends to be the primary focus for other
risks. GEICO’s cost-efficient direct response marketing methods and emphasis on customer satisfaction enable it to offer
competitive rates and value to customers. GEICO primarily uses its own claims staff to manage and settle claims.

The name and reputation of GEICO is a material asset and management protects it and other service marks through
appropriate registrations.

General Re—Berkshire acquired General Re Corporation (“General Re”) in 1998. General Re was established in 1980 to
serve as the holding company of General Reinsurance Corporation and its affiliates. General Re affiliates also include Kölnische
Rückversicherungs—Gesellschaft AG (“Cologne Re”), a major international reinsurer based in Germany. General Re held a
95% ownership interest in Cologne Re at the end of 2008 and expects to acquire the remaining outstanding shares in 2009.
General Re subsidiaries currently conduct business activities globally in 55 cities and provide insurance and reinsurance
coverages throughout the world. General Re provides property/casualty insurance and reinsurance, life/health reinsurance and
other reinsurance intermediary and risk management, underwriting management and investment management services.
General Re is one of the largest reinsurers in the world based on premium volume and shareholder capital.

Property/Casualty Reinsurance

General Re’s property/casualty reinsurance business in North America is conducted through General Reinsurance
Corporation, domiciled in Delaware and licensed in the District of Columbia and all states but Hawaii where it is an accredited
reinsurer. Property/casualty operations in North America are headquartered in Stamford, Connecticut, and are also conducted
through 16 branch offices in the U.S. and Canada. Reinsurance activities are marketed directly to clients without involving a
broker or intermediary. Coverages are written primarily on an excess basis and under treaty and facultative contracts. In 2008,
approximately 30% of net written premiums in North America related to casualty reinsurance coverages and 52% related to
property reinsurance coverages.
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General Re’s property/casualty business in North America also includes a few smaller specialty insurers (primarily the
General Star and Genesis companies domiciled in Connecticut, North Dakota and Ohio). These specialty insurers underwrite
primarily liability and workers’ compensation coverages on an excess and surplus basis and excess insurance for self-insured
programs. In 2008, the specialty insurers represented approximately 18% of General Re’s North American property/casualty net
written premiums.

General Re’s international property/casualty reinsurance business operations are conducted through internationally-based
subsidiaries on a direct basis (via Cologne Re as well as several other General Re subsidiaries in 25 countries) and through
brokers (primarily via 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 Lloyd’s
Syndicate 435. Coverages are written on both a quota-share and excess basis for multiple lines of property, aviation and casualty
reinsurance coverage. In 2008, international-based property/casualty operations principally wrote direct reinsurance in the form
of treaties with lesser amounts written on a facultative basis.

Life/Health Reinsurance

Through a subsidiary of Cologne Re, life, health, long-term care and disability reinsurance coverages are written on an
individual and group basis. Most of this business is written on a proportional treaty basis, with the exception of the U.S. group
health and disability business which is predominately written on an excess treaty basis. Lesser amounts of life and disability
business are written on a facultative basis. The life/health business is marketed on a direct basis. In 2008, approximately 43% of
life/health net premiums were written in the United States, 29% were written in Western Europe and the remaining 28% were
written throughout the rest of the world.

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 (“Columbia”). 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.

For many years BHRG has written catastrophe excess of loss treaty reinsurance contracts. BHRG also writes individual
policies for primarily excess property risks on both a primary and facultative reinsurance basis, referred to as “individual risk,”
which 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 generally does not cede risks assumed under catastrophe excess reinsurance contracts or individual risk contracts to
third parties due to, in part, to perceived uncertainties in recovering amounts from other reinsurers that are financially weaker.
As a result, catastrophe and individual risk business produces extremely volatile periodic underwriting results. The
extraordinary financial strength of NICO and Columbia are believed to be the primary reasons why BHRG has become a major
provider of such coverages.

BHRG has entered into several retroactive reinsurance contracts over the past five years. Retroactive reinsurance contracts
afford protection to ceding companies against the adverse development of claims arising under policies issued in prior years.
Coverage under such contracts is usually provided on an excess basis and is normally subject to a large aggregate limit of
indemnification. Significant amounts of environmental and latent injury claims may arise under the contracts. In March 2007, an
agreement became effective between NICO 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. Under the agreement, NICO is providing up
to $7 billion of new excess reinsurance to Equitas.

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.
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BHRG also underwrites traditional non catastrophe insurance and reinsurance coverages, referred to as multi-line business.
The type and volume of such business conducted is dependent on changes in market conditions, including changes in prevailing
premium rates and coverage terms as perceived by management, and therefore can change rapidly. In 2004 and 2005, BHRG
increased its overall volume of aviation and workers’ compensation business. In 2006 and in 2007, volume from the aviation
and workers’ compensation programs declined but was largely offset by increases from property business written on a quota-
share basis and new property program business. For the five-year period beginning January 1, 2008, BHRG is assuming a 20%
quota-share of property and casualty business underwritten by Swiss Reinsurance Company and its subsidiaries. This
reinsurance contract represented over 40% of the premiums written by BHRG in 2008. BHRG has negotiated the acquisition of
certain property and casualty insurance businesses in run-off, including the North American insurance subsidiaries of
Converium Holdings AG, which were acquired in 2006 and the reinsurance subsidiaries of ING Groep N.V. which were
acquired in 2008.

In December 2007, BHRG formed a monoline financial guarantee insurance company, Berkshire Hathaway Assurance
Corporation (“BHAC”). BHAC commenced operations during the first quarter of 2008 and is licensed in 49 states. As of
December 31, 2008, BHAC had approximately $1 billion in capital and has received the highest rating available from two credit
rating agencies. BHRG is pursuing opportunities to write financial guarantee insurance on municipal bonds.

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. NICO 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.

U.S. Investment Corporation (“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 95 distinct specialty property and casualty insurance products.

In 2005, Berkshire acquired Medical Protective Corporation (“MedPro”) which is based in Fort Wayne, Indiana. Through
its subsidiary, the Medical Protective Company, MedPro is a national leader in primary medical professional liability coverage
and risk solutions to physicians, dentists, professional corporations and healthcare 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. MedPro’s insurance policies are distributed through a nationwide network of employee market managers and
appointed agents.

In 2006, Berkshire acquired Applied Underwriters, Inc. (“Applied”), 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 SolutionOne®, 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.

In 2007, Berkshire acquired Boat America Corporation, which owns Seaworthy Insurance Company and controls the Boat
Owners Association of the United States (collectively “BoatU.S.”). BoatU.S. provides insurance, safety and other services to
recreational watercraft owners and enthusiasts.

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 a number of other states. Also included is Central States Indemnity
Company of Omaha located in Omaha, Nebraska, which provides credit and income protection insurance and related services
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.
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Property and casualty loss reserves

Berkshire’s property and casualty insurance companies establish reserves for the estimated unpaid losses and loss
adjustment 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 table on the following page presents the development of Berkshire’s consolidated net unpaid losses for property/
casualty contracts from 1998 through 2008. Data in the table related to acquisitions is included from the acquisition date
forward.

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 from the gross liability reflected in the Consolidated Balance Sheet to the
net amount, after reductions for amounts recoverable under ceded reinsurance, deferred charges on retroactive reinsurance
contracts and loss reserve discounts.

Certain workers’ compensation loss reserves 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. In addition,
deferred charges are recorded as assets at the inception of retroactive reinsurance contracts for the excess of the unpaid losses
and loss adjustment expenses over the premiums received. The deferred charges are subsequently amortized over the expected
claim payment period. Deferred charge amortization and loss reserve discount accretion are recorded as components of
insurance losses and loss adjustment expenses incurred.

The second section of the table shows the re-estimated net unpaid losses, net of reserve discounts and deferred charges,
based on experience as of the end of each succeeding year. The re-estimated amount reflects the effect of loss payments and
re-estimation of remaining unpaid reserves. The line labeled “cumulative deficiency (redundancy)” represents the aggregate
increase (decrease) in the initial estimates from the original balance sheet date through December 31, 2008. These amounts have
been reported in earnings over time as components 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
redundancies or deficiencies arising in earlier years may be included as components of redundancies or deficiencies in the more
recent years. Liabilities assumed under retroactive reinsurance contracts are treated as occurrences in the year the contract was
entered into, as opposed to when the underlying losses actually occurred, which is 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, and their subsequent payments,
readers are cautioned against extrapolating redundancies or deficiencies of the past on current unpaid loss balances.
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Berkshire management believes that the reserves established as of December 31, 2008 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.

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Unpaid losses per Consolidated
Balance Sheet . . . . . . . . . . . . . . . . . $22,804 $26,600 $32,868 $40,562 $43,771 $45,393 $45,219 $48,034 $47,612 $56,002 $56,620

Reserve discounts . . . . . . . . . . . . . . . . 1,666 1,663 1,675 2,022 2,405 2,435 2,611 2,798 2,793 2,732 2,616

Unpaid losses before discounts . . . . . . 24,470 28,263 34,543 42,584 46,176 47,828 47,830 50,832 50,405 58,734 59,236
Ceded reserves . . . . . . . . . . . . . . . . . . (2,167) (2,331) (2,997) (2,957) (2,623) (2,597) (2,405) (2,812) (2,869) (3,139) (3,210)

Net unpaid losses . . . . . . . . . . . . . . . . 22,303 25,932 31,546 39,627 43,553 45,231 45,425 48,020 47,536 55,595 56,026
Reserve discounts . . . . . . . . . . . . . . . . (1,666) (1,663) (1,675) (2,022) (2,405) (2,435) (2,611) (2,798) (2,793) (2,732) (2,616)
Deferred charges . . . . . . . . . . . . . . . . . (560) (1,518) (2,593) (3,232) (3,379) (3,087) (2,727) (2,388) (1,964) (3,987) (3,923)

Net unpaid losses, net of discounts/
deferred charges . . . . . . . . . . . . . . . $20,077 $22,751 $27,278 $34,373 $37,769 $39,709 $40,087 $42,834 $42,779 $48,876 $49,487

Liability re-estimated:
1 year later . . . . . . . . . . . . . . . . . . . $19,663 $22,239 $28,569 $36,289 $39,206 $40,618 $39,002 $42,723 $41,811 $47,288
2 years later . . . . . . . . . . . . . . . . . . . 18,132 22,829 30,667 38,069 40,663 39,723 39,456 42,468 40,456
3 years later . . . . . . . . . . . . . . . . . . . 18,464 24,079 32,156 40,023 40,517 40,916 39,608 41,645
4 years later . . . . . . . . . . . . . . . . . . . 19,750 25,158 33,532 40,061 41,810 41,418 38,971
5 years later . . . . . . . . . . . . . . . . . . . 20,581 26,894 34,096 41,448 42,501 40,891
6 years later . . . . . . . . . . . . . . . . . . . 21,172 26,676 35,566 42,229 42,007
7 years later . . . . . . . . . . . . . . . . . . . 21,244 27,925 36,410 41,744
8 years later . . . . . . . . . . . . . . . . . . . 22,170 28,762 36,124
9 years later . . . . . . . . . . . . . . . . . . . 22,859 28,508
10 years later . . . . . . . . . . . . . . . . . . 22,667

Cumulative deficiency
(redundancy) . . . . . . . . . . . . . . . . . . 2,590 5,757 8,846 7,371 4,238 1,182 (1,116) (1,189) (2,323) (1,588)

Cumulative foreign exchange
effect* . . . . . . . . . . . . . . . . . . . . . . . (719) (935) (2,076) (1,738) (1,208) (268) 191 (399) 43 448

Net deficiency (redundancy) . . . . . . . . $ 1,871 $ 4,822 $ 6,770 $ 5,633 $ 3,030 $ 914 $ (925) $ (1,588) $ (2,280) $ (1,140)

Cumulative payments:
1 year later . . . . . . . . . . . . . . . . . . . $ 4,509 $ 5,825 $ 5,352 $ 6,653 $ 8,092 $ 8,828 $ 7,793 $ 9,345 $ 8,865 $ 8,486
2 years later . . . . . . . . . . . . . . . . . . . 7,596 8,289 8,744 11,396 14,262 13,462 12,666 15,228 13,581
3 years later . . . . . . . . . . . . . . . . . . . 9,384 9,889 11,625 16,378 18,111 17,429 16,463 18,689
4 years later . . . . . . . . . . . . . . . . . . . 10,436 11,513 15,608 19,658 21,446 20,494 18,921
5 years later . . . . . . . . . . . . . . . . . . . 11,421 13,840 18,504 22,438 24,067 22,517
6 years later . . . . . . . . . . . . . . . . . . . 12,221 15,855 20,692 24,748 25,655
7 years later . . . . . . . . . . . . . . . . . . . 13,870 17,310 22,555 26,022
8 years later . . . . . . . . . . . . . . . . . . . 14,565 18,293 23,543
9 years later . . . . . . . . . . . . . . . . . . . 14,937 18,985
10 years later . . . . . . . . . . . . . . . . . . 15,190

Net deficiency (redundancy) above . . $ 1,871 $ 4,822 $ 6,770 $ 5,633 $ 3,030 $ 914 $ (925) $ (1,588) $ (2,280) $ (1,140)
Deferred charge changes and reserve

discounts . . . . . . . . . . . . . . . . . . . . . 779 1,352 1,747 1,807 2,062 1,443 1,213 1,076 619 344

Deficiency (redundancy) before
deferred charges and reserve
discounts . . . . . . . . . . . . . . . . . . . . . $ 1,092 $ 3,470 $ 5,023 $ 3,826 $ 968 $ (529) $ (2,138) $ (2,664) $ (2,899) $ (1,484)

* 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 sheet date to the end of the re-estimation period.

Investments—Invested assets of insurance businesses derive from shareholder capital 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 $44 billion at the end of 2003 to approximately $58 billion at the end
of 2008, through internal growth as well as through business acquisitions. BHRG and General Re accounted for approximately
75% of total float as of December 31, 2008. Equally important as the amount of the float is its cost, represented by Berkshire’s
periodic net underwriting gain or loss. 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.
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Investment portfolios of insurance subsidiaries include ownership of equity securities of other publicly traded companies
which are concentrated in relatively few companies and large amounts of fixed maturity securities and cash and cash
equivalents. Fixed maturity investments 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 price appreciation relative to risks associated with the issuers of the securities.

Utilities and Energy Businesses

Berkshire currently owns an 88.2% (87.4% diluted) voting common stock interest in MidAmerican Energy Holdings
Company (“MidAmerican”), an international energy company. Following the repeal of the Public Utility Holding Company Act
of 1935 and approval by the appropriate Federal and state regulatory authorities, on February 9, 2006, Berkshire converted its
non-voting convertible preferred stock investment in MidAmerican to common stock. Prior to the conversion, Berkshire owned
a 9.7% voting interest and an 83.4% (80.5% diluted) economic interest in MidAmerican.

MidAmerican’s businesses are managed as separate operating units. MidAmerican’s domestic regulated energy interests
are comprised of two regulated utility companies serving over 3 million retail customers and two interstate natural gas pipeline
companies with approximately 17,000 miles of pipeline in operation and design capacity of about 7.0 billion cubic feet of
natural gas per day. Its United Kingdom electricity distribution subsidiaries serve about 3.8 million electricity end users. In
addition, MidAmerican’s interests include a diversified portfolio of domestic independent power projects, a hydroelectric
facility in the Philippines and the second-largest residential real estate brokerage firm in the United States.

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 urban, manufacturing
and government service centers. No single segment of the economy dominates the service territory, which helps mitigate
PacifiCorp’s exposure to economic fluctuations. In addition to retail sales, PacifiCorp sells electric energy to other utilities,
municipalities and marketers on a wholesale basis.

As a vertically integrated electric utility, PacifiCorp owns approximately 10,200 net megawatts (“MW”) of generation
capacity. There are seasonal variations in PacifiCorp’s business. Peak customer demand is typically highest in the summer
across PacifiCorp’s service territory when air conditioning and irrigation systems are heavily used. The service territory also has
a winter peak, which is typically lower than the summer peak and is primarily due to heating requirements.

MidAmerican Energy Company (“MEC”) is a public utility company headquartered in Des Moines, Iowa, serving
regulated retail electric and natural gas customers primarily in Iowa and also in portions of Illinois, South Dakota and Nebraska.
MEC has a diverse customer base consisting of residential, agricultural and a variety of commercial and industrial customer
groups. In addition to retail sales, MEC sells regulated electric energy to markets operated by regional transmission
organizations and regulated electric energy and natural gas to other utilities, municipalities and marketers on a wholesale basis
and sells non-regulated electric and natural gas services in deregulated markets.

As a vertically integrated electric and gas utility, MEC owns approximately 6,400 net MW of generation capacity. There
are seasonal variations in MEC’s business that are principally related to the use of electricity for air conditioning and natural gas
for heating. Typically, 35-40% of MEC’s regulated electric revenues are reported in the summer months while 45-55% of
MEC’s regulated natural gas revenues are earned in the winter months.

Northern Natural Gas Company (“Northern Natural”) is based in Omaha, Nebraska and operates 15,200 miles of natural
gas pipeline making it one of the largest interstate natural gas pipeline systems in the United States reaching from southern
Texas to Michigan’s Upper Peninsula. Northern Natural has access to supplies from every major mid-continent basin, as well as
the Rocky Mountain and Canadian basins and provides transportation services to utilities and numerous other end-use
customers. Kern River Gas Transmission Company (“Kern River”) is based in Salt Lake City, Utah and operates approximately
1,700 miles of natural gas pipeline. Kern River transports natural gas from the supply areas in the Rocky Mountains to
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consuming markets in Utah, Nevada and California for major oil and natural gas companies, electric generating companies,
energy marketing and trading companies and natural gas distribution utilities. Northern Natural also operates three underground
natural gas storage facilities and two liquefied natural gas storage peaking units. Northern Natural’s system experiences
significant seasonal swings in demand, with the highest demand and revenue typically occurring during the months of
November through March.

MidAmerican, through Northern Electric Distribution Limited (“Northern Electric”) and Yorkshire Electricity Distribution
PLC (“Yorkshire Electricity”), owns a substantial United Kingdom electricity distribution network that delivers electricity to
end users in northeast England covering approximately 10,000 square miles. The distribution companies primarily charge
supply companies regulated tariffs for the use of electrical infrastructure.

Regulatory Matters

PacifiCorp and MEC 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 to implement provisions of the Federal Power Act and the Energy Policy Act and to assess civil penalties, regulates
rates for interstate sales of electricity at wholesale, transmission and expansion of electric power, electric system reliability,
accounting, securities issuances and other matters, including construction and operation of hydroelectric projects. MEC 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 MEC have a right to serve retail customers within their service territories and, in turn, the obligation
to provide service to those customers. Historically, state utility commissions have established rates on a cost-of-service basis,
which are designed to allow a utility an opportunity to recover its costs of providing services and to earn a reasonable return on
its investment. The rates of MidAmerican’s public utility subsidiaries are generally based on the cost of providing traditional
bundled services, including generation, transmission and distribution services.

Northern Natural and Kern River are subject to regulation by various Federal and state agencies. As owners of interstate
natural gas pipelines and gas storage facilities, their rates, services and operations are subject to regulation by the FERC. The
FERC administers, most significantly, the Natural Gas Act and the Natural Gas Policy Act of 1978 giving it jurisdiction over the
construction and operation of United States pipelines and related facilities used in the transportation, storage and sale of natural
gas in interstate commerce, including the extension, expansion or abandonment of such facilities. The FERC also has jurisdiction
over the rates, charges, terms and conditions of service for the transportation and storage of natural gas in interstate commerce.
Additionally, interstate pipeline companies are subject to regulation by a Federal agency within the United States Department of
Transportation pursuant to the Natural Gas Pipeline Safety Act of 1968, as amended, which establishes safety requirements in the
design, construction, operation and maintenance of interstate natural gas transportation facilities, and the Federal Pipeline Safety
Improvement Act of 2002, which implemented additional safety and pipeline integrity regulations for high consequence areas.

Northern Electric and Yorkshire Electricity charge fees for use of their distribution systems that are controlled by a formula
prescribed by the British electricity regulatory body, the Office of Gas and Electricity Markets. The distribution price control
formula is generally reviewed and reset at five-year intervals and was last reset on April 1, 2005.

Environmental Matters

MidAmerican and its businesses are subject to Federal, state, local and foreign laws and regulations with regard to air and
water quality, renewable portfolio standards, climate change, hazardous and solid waste disposal and other environmental
matters. In addition to imposing continuing compliance obligations, these laws and regulations authorize the imposition of
substantial penalties for noncompliance including fines, injunctive relief and other sanctions.

The Federal Clean Air Act, as well as state laws and regulations impacting air emissions, provides a framework for
protecting and improving the nation’s air quality and controlling mobile and stationary sources of air emissions. These laws and
rules will likely impact the operation of MidAmerican’s generating facilities and require them to reduce emissions at those
facilities through the installation of additional emission control equipment or to purchase additional emission allowances.

Renewable portfolio standards have been established by certain state governments and generally require electricity
providers to obtain a minimum percentage of their power from renewable energy resources by a certain date. Utah, Oregon,
Washington, California and Iowa have all passed renewable portfolio standards. Most significantly, PacifiCorp must meet
minimum requirements for electricity sold to retail customers from renewable energy resources of at least 20% by 2025 in Utah,
at least 25% by 2025 in Oregon and at least 15% by 2020 in Washington.
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As a result of increased attention to global climate change in the United States, there are significant future environmental
regulations under consideration to increase the deployment of clean energy technologies and regulate emissions of greenhouse
gases at the state, regional and federal levels. Congress and federal policy makers are considering climate change legislation and
a variety of national climate change policies. President Obama has expressed support for an economy-wide greenhouse gas
cap-and-trade program that would reduce emissions 80% below 1990 levels by 2050. Alternatively, or in conjunction with a
cap, policy makers have discussed the possibility of imposing a tax on greenhouse gas emissions. In addition, nongovernmental
organizations have become more active in initiating citizen suits under existing environmental and other laws and the
Environmental Protection Agency (“EPA”) issued an advanced notice of proposed rulemaking in 2008 to consider issues
associated with regulating greenhouse gas emissions under the Clear Air Act. The United States Supreme Court has ruled that
the EPA has the authority under the Clean Air Act to regulate emissions of greenhouse gases from motor vehicles and that the
EPA must make a determination relating to the danger posed by greenhouse gas emissions.

While debate continues at the national level over the direction of domestic climate policy, several states have developed
state-specific laws or regional legislative initiatives to reduce greenhouse gas emissions. MidAmerican believes in
implementing public policy to address climate change in a manner that informs all constituents of cost ramifications and
attempts to minimize such costs. MidAmerican believes that research and development must be undertaken on a large scale and
in a coordinated manner to obtain technologies that reduce carbon emissions while still providing reasonably priced energy and
also that the development and deployment of low-carbon electricity technologies must precede the imposition of significant
emission reduction requirements or taxes or fees on emissions. In addition, MidAmerican has engaged in several voluntary
programs designed to reduce or avoid greenhouse gas emissions. The impact of any pending judicial proceedings and any
pending or enacted Federal and state climate change legislation and regulation cannot be determined at this time; however,
adoption of stringent limits on greenhouse gas emissions could significantly adversely impact MidAmerican’s fossil-fueled
facilities and therefore, its financial results.

Non-Energy Businesses

MidAmerican also owns HomeServices of America, Inc. (“HomeServices”), the second largest full-service residential real
estate brokerage firm in the United States. HomeServices also offers integrated real estate services, including mortgage
origination, title and closing services, property and casualty insurance, home warranties and other home-related services. It
operates under 21 residential real estate brand names with about 16,000 agents and approximately 300 broker offices in 19
states. HomeServices’ principal sources of revenue are dependent on residential real estate sales, which are generally lower in
the first and last quarters of each year. This business is subject to the general real estate market conditions, which after several
years of favorable conditions, have deteriorated considerably in 2007 and 2008.

Manufacturing, Service and Retailing Businesses

The Registrant’s numerous and diverse manufacturing, service and retailing businesses are described below.

Marmon—On March 18, 2008, Berkshire acquired 60% of Marmon Holdings, Inc. (“Marmon”), a private company
owned by trusts for the benefit of members of the Pritzker Family of Chicago for $4.5 billion. In the second quarter of 2008,
Berkshire acquired additional shares of Marmon and owned 63.6% at December 31, 2008. Under the terms of the purchase
agreement, Berkshire will acquire the remaining minority interests in Marmon between 2011 and 2014 for consideration to be
based on the future earnings of Marmon.

Marmon consists of approximately 130 manufacturing and service businesses that operate independently within eleven
diverse business sectors. These sectors are Building Wire, providing copper electrical building wire for residential, commercial
and industrial construction; Construction Services, providing the leasing and operation of mobile cranes primarily to the energy,
mining and petrochemical markets; Distribution Services, supplying specialty metal pipe and tubing, bar and sheet products to
markets including construction, industrial, aerospace and many others; Engineered Wire & Cable, providing electrical and
electronic wire and cable for energy related markets and other industries; Flow Products, producing copper, aluminum and brass
products and materials for the plumbing, heating, air conditioning, refrigeration, construction, automotive and industrial
markets; Food Service Equipment, supplying commercial food preparation equipment for restaurants and shopping carts for
retail stores; Highway Technologies, primarily serving the heavy-duty highway transportation industry with trailers, fifth wheel
coupling devices and undercarriage products such as brake parts and suspension systems, and also serving the light vehicle
aftermarket with clutches and related products; Industrial Products, consisting of metal fasteners for the building, furniture,
cabinetry, industrial and other markets, safety products such as gloves for industrial markets, portable lighting equipment for
mining and safety markets, and overhead electrification equipment for mass transit systems, and custom-machined brass,
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aluminum and copper forgings for the construction, valve and other industries; Retail Store Fixtures, providing shelving and
other merchandising displays and related services for retail stores worldwide; Transportation Services & Engineered Products,
including manufacturing, leasing and maintenance of railroad tank cars, leasing of intermodal tank containers, in-plant rail
services, manufacturing of bi-modal railcar movers, wheel, axle and gear sets for light rail transit and gear products for
locomotives, manufacturing of steel tank heads, and services, equipment and technology for processing and distributing sulfur;
and Water Treatment equipment including residential water softening, purification and refrigeration filtration systems, treatment
systems for industrial markets including power generation, oil and gas, chemical, and pulp and paper, gear drives for irrigation
systems and cooling towers, and air-cooled heat exchangers.

Marmon operates more than 250 manufacturing, distribution and service facilities that are primarily located in North
America, Europe and China, and employs approximately 18,000 people worldwide.

McLane Company—Berkshire acquired McLane Company, Inc. (“McLane”) in 2003 from Wal-Mart Stores, Inc. (“Wal-
Mart”). McLane provides wholesale distribution and logistics services in all 50 states and internationally in Brazil to customers
that include discount retailers, convenience stores, quick service restaurants, drug stores and supermarket chains. From 1990 to
2003, McLane was an integral part of the Wal-Mart distribution network. Under Berkshire’s ownership, McLane continues to
provide wholesale distribution services to Wal-Mart which accounts for approximately 33% of McLane’s revenues. McLane’s
business model is based on a high volume of sales, low profit margins, rapid inventory turnover and tight expense control.
Operations are divided into two business units: grocery distribution and foodservice operations.

McLane’s grocery distribution unit, based in Temple, Texas, enjoys the dominant market share within the convenience
store industry and serves most of the national convenience store chains and major oil company retail outlets. Grocery operations
provide products to more than 40,000 retail locations nationwide, including Wal-Mart. McLane’s grocery distribution unit
operates 23 facilities in 19 states, which average approximately 400,000 square feet per facility. In addition, McLane’s grocery
operations provide third-party logistics services from four distribution facilities in Brazil that average approximately 325,000
square feet per facility.

McLane’s foodservice operations, based in Carrollton, Texas, focus on serving the quick service restaurant industry with
high quality, timely-delivered products. Operations are conducted through 18 facilities in 16 states which average approximately
180,000 square feet per facility. The foodservice distribution unit is considered one of the five largest restaurant systems
suppliers in the United States, servicing more than 18,000 chain restaurants nationwide.

Shaw Industries—Shaw Industries Group, Inc. (“Shaw”), headquartered in Dalton, Georgia, is the world’s largest carpet
manufacturer based on both revenue and volume of production. Shaw designs and manufactures over 3,000 styles of tufted and
woven carpet and rugs and laminate flooring for residential and commercial use under about 30 brand and trade names and
under certain private labels. Shaw’s manufacturing operations are fully integrated from the processing of raw materials used to
make fiber through the finishing of carpet. Shaw’s carpet and laminate are sold in a broad range of prices, patterns, colors and
textures. Shaw acquired the Anderson Family of Companies (“Anderson”) in September of 2007. Anderson is a fully integrated
producer of hardwood flooring known for their quality, craftsmanship and innovation. The Anderson business compliments
Shaw’s laminate and existing flooring business.

Shaw sells its wholesale products to over 40,000 retailers, distributors and commercial users throughout the United States,
Canada and Mexico. Shaw also exports to various overseas markets. Shaw provides installation services and sells ceramic tile
and hardwood flooring. Shaw’s wholesale products are marketed domestically by over 1,900 salaried and commissioned sales
personnel directly to retailers and distributors and to large national accounts. Shaw’s 12 carpet full-service distribution facilities,
three hard surface and four rug full-service distribution facilities and 30 redistribution centers, along with centralized
management information systems, enable it to provide prompt delivery of its products to both its retail customers and wholesale
distributors.

Substantially all carpet manufactured by Shaw is tufted carpet made from nylon, polypropylene and polyester. In the
tufting process, yarn is inserted by multiple needles into a synthetic backing, forming loops which may be cut or left uncut,
depending on the desired texture or construction. During 2008 Shaw processed approximately 97% of its requirements for
carpet yarn in its own yarn processing facilities. The availability of raw materials continues to be good although costs have been
adversely impacted by the high petro-chemical and natural gas prices. The raw material increases are periodically passed along
to customers. Raw material prices began to decline during the fourth quarter of 2008 but continued volatility is expected in
2009.

11

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



The floor covering industry is highly competitive with more than 100 companies engaged in the manufacture and sale of
carpet in the United States and numerous manufacturers engaged in hard surface floor covering production and sales. According
to industry estimates, carpet accounts for approximately 60% of the total United States production of all flooring types. The
principal competitive measures within the floor covering industry are quality, style, price and service.

Other Manufacturing, Service and Retailing Businesses

Apparel Manufacturing—Berkshire’s apparel manufacturing businesses include manufacturers of a variety of clothing and
footwear. Businesses engaged in the manufacture and distribution of clothing products include Fruit of the Loom (“FOL”),
Russell Corporation (“Russell”), Vanity Fair Brands (“VFB”), Garan and Fechheimer Brothers. Berkshire’s footwear businesses
include H.H. Brown Shoe Group and Justin Brands.

Berkshire acquired FOL in 2002, Russell in August 2006 and VFB in April 2007. As a combined business, headquartered
in Bowling Green, Kentucky, FOL, Russell and VFB (“FOL Inc.”) is primarily a vertically integrated manufacturer and
distributor of basic apparel, underwear and bras. Products, under the Fruit of the Loom® and JERZEES® labels, are primarily
sold in the mass merchandise and wholesale markets. With the addition of VFB, FOL Inc. has expanded its intimate apparel line
that is sold under the Vanity Fair®, Vassarette®, Bestform®, Lily of France®, and Curvation® brands. FOL Inc. also markets and
sells athletic uniforms, apparel, sports equipment and balls to team dealers; college licensed tee shirts and fleecewear to college
bookstores and mid-tier merchants; and athletic apparel, sports equipment and balls to sporting goods retailers under the Russell
Athletic® and Spalding® brands. FOL Inc. markets and sells running footwear and apparel to specialty retailers under the
Brooks® brand. Other brands include American Athletic®, Cross Creek®, Mossy Oak®, Moving Comfort®, Bike®, Dudley®,
Discus®, Sherrin®, Gemma®, Lou®, Intima®, and Variance®.

FOL Inc. maintains the number one market share brand of men’s and boy’s underwear and Russell Athletic® is the leading
provider of team uniforms. FOL Inc., under the Spalding® brand, is the official basketball and backboard licensee of the
National Basketball Association and is the world’s leading seller of basketballs.

For basic apparel, underwear and certain athletic products FOL Inc. performs most of its own spinning, knitting, cloth
finishing, cutting, sewing and packaging. For the North American market which comprised more than 80% of FOL Inc.’s net
sales in 2008, the majority of capital-intensive spinning and cloth manufacturing operations are located in highly automated
facilities in the United States with a portion of cloth manufacturing performed offshore. Labor-intensive sewing and finishing
operations are located in lower labor cost facilities in Central America and the Caribbean. For the European market, products
are either outsourced to third-party contractors in Europe or Asia or sewn in Morocco from textiles internally produced in the
Caribbean and Morocco. A new textile facility in Morocco started production in 2008 and will replace the Caribbean textile
production in 2009. FOL Inc.’s bras, athletic equipment, footwear, sporting goods and other athletic apparel lines are generally
sourced from third-party contractors located primarily in Asia.

Cotton and polyester fibers are the main raw materials used in the manufacturing of FOL Inc.’s products and are purchased
from a limited number of third-party suppliers and manufacturers. Raw materials are subject to price volatility caused by
weather, supply conditions, government regulations, economic climate and other unpredictable factors. Management believes
there are currently readily available alternative sources of supply. However, if relationships with suppliers cannot be maintained
or delays occur in obtaining alternative sources of supply, production could be adversely affected, which could have a
corresponding adverse effect on results of operations. FOL Inc.’s markets are highly competitive, consisting of many domestic
and foreign manufacturers and distributors. Competition is generally based upon price, product style, quality and customer
service.

Garan designs, manufactures and sells apparel primarily for children and to a lesser degree for men and women. Products
are primarily sold under its own trademark Garanimals® and private labels of its customers. Garan’s production facilities are
primarily located in Central America. Substantially all of Garan’s products are sold through its distribution centers in the U.S. to
major national chain stores, department stores and specialty stores. In 2008, over 90% of Garan’s sales were to Wal-Mart.
Fechheimer Brothers manufactures, distributes and sells uniforms, principally for the public service and safety markets,
including police, fire, postal and military markets. Fechheimer Brothers is based in Cincinnati, Ohio.

Justin Brands and H.H. Brown Shoe Group manufacture and distribute work, rugged outdoor and casual shoes and western-
style footwear under a number of brand names, including Justin, Born®, Sofft®, Carolina® and Double HH Boots®. Significant
portions of the shoes sold by Berkshire’s shoe businesses are manufactured or purchased from sources outside the United States.
Products are principally sold in the United States through a variety of channels including department stores, footwear chains,
specialty stores, catalogs and the Internet, as well as through company-owned retail stores.
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Building Products Manufacturing—Berkshire entered the building products business in 2000 with the acquisition of Acme
Building Brands (“Acme”). Acme, headquartered in Fort Worth, Texas, manufactures and distributes clay bricks (Acme Brick),
concrete block (Featherlite) and cut limestone (Texas Quarries). In addition, Acme distributes a number of other building
products of other manufacturers, including glass block, floor and wall tile and other masonry products. Acme also sells ceramic
floor and wall tile, as well as marble, granite and other stones through its subsidiary, American Tile. Products are sold primarily
in the Southwest United States through company-operated sales offices. Acme distributes products primarily to homebuilders
and masonry and general contractors.

Acme operates 24 clay brick manufacturing facilities located in seven states, seven concrete block facilities in Texas and
two stone quarry fabrication facilities located in Texas and Minnesota. In addition, Acme operates a glass block fabrication
facility, a concrete bagging facility and a stone burnishing facility all located in Texas. The demand for Acme’s products is
seasonal, with higher sales in the warmer weather months and is subject to the level of construction which can be cyclical.
Acme also owns and leases properties and mineral rights that supply raw materials used in many of its manufactured products.
Raw materials supply is believed to be adequate into the foreseeable future.

Benjamin Moore & Co. (“Benjamin Moore”), headquartered in Montvale, New Jersey, is a leading formulator, manufacturer
and retailer of a broad range of architectural coatings, available principally in the United States and Canada. Products include
water-thinnable and solvent-thinnable general purpose coatings (paints, stains and clear finishes) for use by the general public,
contractors and industrial and commercial users. Products are marketed under various registered brand names, including Regal®,
Superspec®, Moorcraft Superhide®, Moorgard®, Aura®, Coronado Paint®, Insl-x® and Lenmar®.

Benjamin Moore relies primarily on an independent dealer network for the distribution of its products. The network
consists of over 3,600 retailers with over 5,100 storefronts in the United States and Canada. Benjamin Moore also owns and
manages several multiple-outlet stores and stand-alone stores in various parts of the United States and Canada serving primarily
contractors and general consumers. Included in the 5,100 storefronts at December 31, 2008 were 98 Benjamin Moore majority-
owned stores. The independent retailer channel offers a broad array of products including Benjamin Moore® and Insl-x® brands
and other competitor coatings, wallcoverings, window treatments and sundries. Benjamin Moore also has four color stations
located in regional malls that serve as brand marketing tools.

Johns Manville (“JM”), founded in 1858, has been serving the building products industry for nearly 150 years and is a
leading manufacturer and marketer of premium-quality products for building insulation, mechanical insulation, commercial
roofing and roof insulation, as well as fibers and nonwovens for commercial, industrial and residential applications. JM serves
markets that include aerospace, automotive and transportation, air handling, appliance, HVAC, pipe and equipment filtration,
waterproofing, building, flooring, interiors and wind energy. Fiber glass is the basic material in a majority of JM’s products,
although JM also manufactures a significant portion of its products with other materials to satisfy the broader needs of its
customers. JM regards its patents and licenses as valuable, however it does not consider any of its businesses to be materially
dependent on any single patent or license. JM is headquartered in Denver, Colorado, and operates 40 manufacturing facilities in
North America, Europe and China and conducts research and development at several other facilities.

JM sells its products through a wide variety of channels including contractors, distributors, retailers, manufacturers and
fabricators. JM holds leadership positions in all the key markets that it serves and typically competes with a few large national
competitors and several smaller, regional competitors. JM’s products compete primarily on the basis of value, product
differentiation and customization and breadth of product line.

Berkshire acquired MiTek Inc. (“MiTek”) in 2001. MiTek is headquartered in Chesterfield, Missouri and is a leading
provider of engineered connector products, engineering software and services and computer-driven manufacturing machinery to
the truss fabrication segment of the building components industry. Primary customers are truss fabricators who manufacture
pre-fabricated roof and floor trusses and wall panels for the residential building market as well as the light commercial and
institutional construction industry. MiTek also participates in the light gauge steel framing market under the Ultra-Span® name
and manufactures assembly line machinery used by the lead acid battery industry. MiTek operates on five continents with sales
into approximately 80 countries. MiTek has 41 manufacturing facilities located in eleven countries and 59 sales/engineering
offices located in 15 countries.

Demand for products of Berkshire’s building products businesses is affected to varying degrees by commercial
construction and industrial activity in the U.S. and Europe and the level of U.S. housing construction. For several years, U.S.
housing construction was strong, resulting in strong demand for building products and high manufacturing capacity utilization.
Since the second half of 2006, housing construction activity has declined resulting in lower demand for certain building
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products and decreased manufacturing capacity utilization. The declines in construction activity accelerated over 2008. There
have also been declines in European commercial construction and industrial activity.

The building products businesses are subject to a variety of Federal, state and local environmental laws and regulations.
These laws and regulations regulate the discharge of materials into the air, land and water and govern the use and disposal of
hazardous substances.

Other Manufacturing Businesses

Berkshire acquired an 80% interest in ISCAR Metalworking Companies (“IMC”) in 2006. IMC, based in Tefen, Israel, is
one of the world’s three largest multinational manufacturers of consumable precision carbide metal cutting tools for applications
in a broad range of industrial end markets under the brand names ISCAR, TaeguTec, Ingersoll, Unitac, UOP It.te.di and
Outiltec. IMC’s manufacturing facilities are located in Israel, United States, Germany, Italy, France, Switzerland, South Korea,
China, India, Japan and Brazil.

IMC has five primary product lines: milling tools, gripping tools, turning/thread tools, drilling tools and tooling. The main
products are split within each product line between consumable cemented tungsten carbide inserts and steel tool holders. Inserts
comprise the vast majority of sales and earnings. Metal cutting inserts are used by industrial manufactures to cut metals and are
consumed during their use in cutting applications. IMC manufactures hundreds of different inserts within each product line that
are highly engineered and tailored to maximize productivity and meet the technical requirements of customers.

IMC’s products are sold through a global sales and marketing network with representatives in virtually every major
manufacturing center around the world staffed with highly skilled engineers and technical personnel. IMC’s customer base is
very diverse, with its primary customers being large, multinational businesses in the automotive, aerospace, engineering and
machines industries. IMC operates a regional central warehouse system with locations in Israel, United States, Belgium, Japan
and Brazil. Additional small quantities of products are maintained at local IMC offices in order to provide on-time customer
support and inventory management.

IMC competes in the metal cutting tools segment of the global metalworking tools market. The segment includes hundreds
of participants who range from small, private manufactures of specialized products for niche applications and markets to larger,
global multinationals with a wide assortment of products and extensive distribution networks.

In 2005, Berkshire acquired Forest River, Inc. (“Forest River”), a manufacturer of recreational vehicles, utility, cargo and
office trailers, busses and pontoon boats, headquartered in Elkhart, Indiana. Its products are sold in the United States and
Canada through an independent dealer network. Forest River has manufacturing facilities in six states. Beginning in 2007,
Forest River also provides wholesale financing for its dealers, broker services for retail financing needs of dealers and provides
temporary housing to the Federal and state governments for disaster relief efforts.

The Scott Fetzer Companies are a diversified group of 21 businesses that manufacture and distribute a wide variety of
products for residential, industrial and institutional use. The two most significant of these businesses are Kirby home cleaning
systems and Campbell Hausfeld products. Albecca Inc. (“Albecca”), headquartered in Norcross, Georgia, does business
primarily under the Larson-Juhl name. Albecca designs, manufactures and distributes a complete line of high quality, branded
custom framing products, including wood and metal moulding, matboard, foamboard, glass, equipment and other framing
supplies in the U.S., Canada and 15 countries outside of North America. CTB International Corp., headquartered in Milford,
Indiana, is a leading designer, manufacturer and marketer of systems used in the grain industry and in the production of poultry,
hogs and eggs.

Service Businesses

FlightSafety International Inc. (“FSI”) is headquartered at LaGuardia Airport in Flushing, New York. FSI engages
primarily in the business of providing high technology training to operators of aircraft. FSI’s training activities include:
advanced pilot training in the operation of aircraft and air traffic control procedures; aircrew training for military and other
government personnel; aircraft maintenance technician training; and ab-initio (primary) pilot training to qualify individuals for
private and commercial pilots’ licenses. FSI also develops classroom instructional systems and materials for use in its training
business and for sale to others.

A significant part of FSI’s training programs derives from the use of simulators, which incorporate computer-based
technology to replicate the operation of particular aircraft. Simulators reproduce, with a high degree of accuracy, certain sights,
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movements and aircraft control responses experienced by the operator of the aircraft. FSI utilizes 459 training devices, including
288 civil aviation simulators. FSI’s training businesses are conducted primarily in the United States, with facilities located in 20
states. FSI also operates training facilities in Canada, France and the United Kingdom. FSI also designs and manufactures full
motion flight simulators, visual displays and other training equipment for use in its training business and for sale to others.
Manufacturing facilities are located in Oklahoma and Missouri.

NetJets Inc. (“NJ”) is the world’s leading provider of fractional ownership programs for general aviation aircraft. The
fractional aircraft ownership concept permits customers to acquire a specific percentage of a certain aircraft type and allows
them to utilize the aircraft for a specified number of flight hours per annum. In addition, NJ provides management, ground
support and flight operation services. NJ is subject to the rules and regulations of the Federal Aviation Administration, which
address aircraft registration, maintenance requirements, pilot qualifications and airport operations, including flight planning and
scheduling as well as security issues. NJ also maintains an “exclusive alliance” with an independent company, Marquis Jet
Partners, Inc. (“Marquis”). Under this alliance, Marquis leases and purchases fractional interests and management services from
NJ and resells them to its customers in the form of a prepaid Marquis Jet Card, which entitles the customer to 25 hours of flight
time. This element of NJ’s business continues to grow and currently approximates 18% of NJ revenues.

The fractional ownership concept is designed to meet the needs of customers who cannot justify the purchase of an entire
aircraft based upon expected usage. In addition, fractional ownership programs are available for corporate flight departments
seeking to outsource their general aviation needs or looking for additional capacity for peak periods and for others that
previously chartered aircraft. NJ places great emphasis on safety and customer service. Its programs are designed to offer
customers guaranteed availability of aircraft, lower and predictable operating costs and increased liquidity.

NJ is currently believed to be the world’s largest purchaser of general aviation aircraft and maintains about 700 aircraft
(comprised of 14 types of aircraft) in its fleet. NJ’s executive offices are located in Woodbridge, New Jersey, while most of its
logistical and flight operations are based at Port Columbus International Airport in Columbus, Ohio. NJ’s European operations
are based in Lisbon, Portugal.

In March 2007, Berkshire acquired TTI, Inc., an electronic component distributor headquartered in Fort Worth, Texas. TTI,
Inc. is a global specialty distributor of passive, interconnect and discrete components, which are readily adaptable to a wide
variety of end-users over a broad range of industries. TTI’s customer base includes original equipment manufacturers, contract
manufacturers, military, industrial users and commercial customers. TTI’s business model is organized between its core
business of supporting high volume production business and its catalog division which supports lower volume purchases with a
broader customer base and higher margins. TTI operates distribution centers in North America, Europe and Asia. TTI operates
from more than 50 locations throughout North America, Europe and Asia.

Business Wire provides electronic dissemination of full-text news releases daily to the media, the Internet, online services
and databases and the global investment community in 150 countries and 45 languages. Roughly 90% of the company’s revenue
comes from the core business of news distribution. The Pampered Chef, LTD (“TPC”) is the largest direct seller of high quality
kitchen tools in the United States. Products are researched, designed and tested by TPC and manufactured by third-party
suppliers. The Buffalo News publishes three editions on Saturday and Sunday and five editions each weekday from its
headquarters in Buffalo, New York. International Dairy Queen services a system of about 5,700 stores operating under the
names Dairy Queen, Orange Julius and Karmelkorn that offer various dairy desserts, beverages, prepared foods, blended fruit
drinks, popcorn and other snack foods.

Retailing Businesses—Berkshire’s retailing businesses principally consist of several independently managed home
furnishings and jewelry operations. Information regarding each of these operations follows.

The home furnishings businesses are the Nebraska Furniture Mart (“NFM”), R.C. Willey Home Furnishings (“R.C.
Willey”), Star Furniture Company (“Star”) and Jordan’s Furniture, Inc. (“Jordan’s”). NFM, R.C. Willey, Star and Jordan’s each
offer a wide selection of furniture, bedding and accessories. In addition, NFM and R.C. Willey sell a full line of major
household appliances, electronics, computers and other home furnishings. NFM, R.C. Willey, Star and Jordan’s also offer
customer financing to complement their retail operations. An important feature of each of these businesses is their ability to
control costs and to produce high business volume from offering significant value to their customers.

NFM operates its business from a very large retail complex with over 500,000 square feet of retail space and sizable
warehouse and administrative facilities in Omaha, Nebraska. NFM’s customers are drawn from a radius around Omaha of
approximately 300 miles. NFM is the largest furniture retailer in the area. In 2000, NFM acquired Homemakers Furniture
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located in Des Moines, Iowa. Homemakers has two facilities that include approximately 205,000 square feet of retail space. In
2003, NFM opened a new store in Kansas City, Kansas. This store, which anchors a retail and entertainment district, includes
approximately 445,000 square feet of retail space, 625,000 square feet of warehouse/administration space and draws customers
from a significant radius around Kansas City.

R.C. Willey, based in Salt Lake City, Utah, is the dominant home furnishings retailer in the Intermountain West region of
the United States. R.C. Willey operates 11 retail stores, two retail clearance facilities and three distribution centers. These
facilities include approximately 1.5 million square feet of retail space with eight stores located in Utah, one store in Idaho, three
stores in Nevada and one store in California. In June 2006, R.C. Willey opened a store in Rocklin, California to serve the
Sacramento, California market. R.C. Willey also opened a new distribution center during 2006 in Roseville, California to serve
the northern California and Reno, Nevada markets.

Star’s retail facilities include about 700,000 square feet of retail space in 11 locations. Star’s retail facilities are located in
Texas with eight in Houston. Star maintains a dominant position in each of its markets. Jordan’s operates a furniture retail
business from four locations with approximately 520,000 square feet of retail space in Massachusetts and New Hampshire.
Jordan’s is believed to be the largest furniture retailer, as measured by sales, in the Massachusetts and New Hampshire areas.
Jordan’s is well known in its markets for its unique store arrangements and advertising campaigns.

Borsheim Jewelry Company, Inc. (“Borsheims”) operates from a single store located in Omaha, Nebraska. Borsheims is a
high volume retailer of fine jewelry, watches, crystal, china, stemware, flatware, gifts and collectibles. Helzberg’s Diamond
Shops, Inc. (“Helzberg”), based in North Kansas City, Missouri, operates a chain of about 250 retail jewelry stores in 39 states.
Most of Helzberg’s stores are located in malls, lifestyle centers or power strip centers, and all stores operate under the name
Helzberg Diamonds. The Ben Bridge Corporation (“Ben Bridge Jeweler”), based in Seattle, Washington, operates a chain of 78
upscale retail jewelry stores in 12 states, primarily in the Western United States. Principal products include finished jewelry and
timepieces. Ben Bridge Jeweler stores are located primarily in major shopping malls. Berkshire’s retail jewelry operations are
subject to seasonality with approximately 40% of annual revenues being earned in the fourth quarter.

Also included in Berkshire’s group of retailing businesses is See’s Candies (“See’s”), which produces boxed chocolates
and other confectionery products with an emphasis on quality and distinctiveness in two large kitchens in Los Angeles and San
Francisco, California. See’s revenues are highly seasonal with approximately 50% of total annual revenues being earned in the
months of November and December.

Finance and Financial Products

Clayton Homes, Inc. (“Clayton”), headquartered near Knoxville, Tennessee, is a vertically integrated manufactured
housing company. At December 31, 2008, Clayton operated 35 manufacturing plants in 12 states. Clayton’s homes are marketed
in 48 states through a network of 1,541 retailers, including 430 company-owned sales centers. Financing is offered to purchasers
of Clayton’s manufactured homes as well as those purchasing homes from selected independent retailers. Such financing is
provided through its wholly owned finance subsidiaries. Clayton is also currently developing 20 housing subdivisions in five
states.

Clayton competes at the manufacturing, retail and finance levels on the basis of price, service, delivery capabilities and
product performance and considers the ability to make financing available to retail purchasers a major factor affecting the
market acceptance of its product. Retail sales are facilitated by Clayton’s offering of various finance and insurance programs.
Finance programs include home note and mortgage originations at company-owned sales centers and select independent
retailers. Underwriting guidelines have been developed and include minimum gross income, debt to income limits and credit
score requirements. A proprietary credit scoring system is used to evaluate applicants. A majority of loans are fully verified and
documented as to income, employment and credit history. Approximately 50% of the originations are home-only loans and the
remaining 50% have land as additional collateral. The average down payment is about 20%, which may be from cash or land
equity. Each loan with land will have an independent appraisal in order to establish the value of the land. Originations are all
fixed rate and fixed term, with an average term of about 265 months. Loans outstanding also include bulk purchases of contracts
and mortgages from banks and other lenders. Clayton also provides inventory financing to certain independent retailers and
services housing contracts and mortgages that were not purchased or originated. The bulk contract purchases and servicing
arrangements may relate to the portfolios of other lenders or finance companies, governmental agencies, or other entities that
purchase and hold housing contracts and mortgages. Clayton also acts as agent on physical damage insurance policies, home
buyer protection plan policies and other programs.
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XTRA Corporation (“XTRA”), headquartered in St. Louis, Missouri, is a leading transportation equipment lessor operating
under the XTRA Lease brand name. XTRA manages a diverse fleet of approximately 110,000 units located at 74 facilities
throughout the United States and five facilities in Canada. The fleet includes over-the-road and storage trailers, chassis,
temperature controlled vans and flatbed trailers. XTRA is one of the two largest lessors (in terms of units available) of
over-the-road trailers in North America. Transportation equipment customers lease equipment to cover cyclical, seasonal and
geographic needs and as a substitute for purchasing. Therefore, as a provider of marginal capacity of transportation equipment,
XTRA’s utilization rates (the number of units on lease to total units available) and operating results tend to be cyclical. In
addition, transportation providers often use leasing to maximize their asset utilization and reduce capital expenditures. By
maintaining a large fleet, XTRA is able to provide customers with a broad selection of equipment and quick response times.

BH Finance invests in fixed-income financial instruments pursuant to proprietary strategies with the objective of earning
above average investment returns. BH Finance also enters into derivative contracts and assumes foreign currency, equity price
and credit default risk. Management recognizes and accepts that losses may occur due to the nature of these activities as well as
the markets in general. This business is conducted from Berkshire’s corporate headquarters. CORT Business Services
Corporation is the leading national provider of rental furniture, accessories and related services in the “rent-to-rent” segment of
the furniture rental industry.

Berkshire and its subsidiaries employed approximately 246,000 persons at December 31, 2008.

Additional information with respect to Berkshire’s businesses

The amounts of revenue, earnings before taxes and identifiable assets attributable to the aforementioned business segments
are included in Note 21 to Registrant’s Consolidated Financial Statements contained in Item 8, Financial Statements and
Supplementary Data. Additional information regarding Registrant’s investments in fixed maturity and equity securities and
other investments is included in Notes 3, 4 and 5 to Registrant’s Consolidated Financial Statements.

Berkshire Hathaway Inc. maintains a website (http://www.berkshirehathaway.com) where its annual reports, certain
corporate governance documents, press releases, interim shareholder reports and links to its subsidiaries’ websites can be found.
Berkshire’s periodic reports filed with the SEC, which include Form 10-K, Form 10-Q, Form 8-K and amendments thereto, may
be accessed by the public free of charge from the SEC and through Berkshire. Electronic copies of these reports can be accessed
at the SEC’s website (http://www.sec.gov) and indirectly through Berkshire’s website (http://www.berkshirehathaway.com).
Copies of these reports may also be obtained, free of charge, upon written request to: Berkshire Hathaway Inc., 3555 Farnam
Street, Omaha, NE 68131, Attn: Corporate Secretary. The public may read or obtain copies of these reports from the SEC at the
SEC’s Public Reference Room at 450 Fifth Street N.W., Washington, D.C. 20549 (1-800-SEC-0330).
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Item 1A. Risk Factors

Berkshire is subject to certain risks in its business operations which are described below. The risks and uncertainties
described below are not the only ones facing Berkshire. Additional risks and uncertainties not presently known or that are
currently deemed immaterial may also impair our business operations.

The Company’s tolerance for risk in its insurance businesses may result in significant underwriting losses.

Berkshire believes it has been and continues to be willing to assume more risk than any other insurer has knowingly
assumed. Berkshire estimates it could incur a probable maximum loss of approximately $7 billion from a single loss event and
does so willingly if properly paid for the risk assumed. Berkshire has also written some coverages for losses arising from acts of
terrorism. In all cases, however, Berkshire attempts to avoid writing groups of policies from which losses might seriously
aggregate. However, it is possible that despite Berkshire’s efforts, losses may aggregate in ways that were not anticipated. The
tolerance for huge losses may in certain future periods result in such losses, which may result in a high degree of volatility in
periodic reported earnings.

The degree of estimation error inherent in the process of estimating property and casualty insurance loss reserves may
result in significant underwriting losses.

In the insurance business, premiums are charged today for promises to pay covered losses in the future. The principal cost
associated with premium revenue is claims. However, it will literally take decades before all losses that have occurred as of the
balance sheet date will be reported and settled. Although Berkshire believes that loss reserve balances are adequate to cover
losses, Berkshire will not truly know whether the premiums charged for the coverages provided were sufficient until well after
the balance sheet date. Except for certain product lines, Berkshire’s objective is to generate underwriting profits over the long-
term. Estimating insurance claim costs is inherently imprecise. Reserve estimates are large ($56.6 billion at December 31, 2008)
so adjustments to reserve estimates can have a material effect on periodic reported earnings.

Insurance subsidiaries’ investments are unusually concentrated and fair values are subject to loss in value.

Compared to other insurers, Berkshire’s insurance subsidiaries keep an unusually high percentage of their assets in
common stocks and diversify their portfolios far less than is conventional. A significant decline in the general stock market or in
the price of major investments may produce a large decrease in Berkshire’s shareholders’ equity and under certain
circumstances may require the recognition of such losses in the statement of earnings. Decreases in values of equity investments
could have a material adverse effect on Berkshire’s book value per share. During 2008, several crises affecting the financial
system and capital markets of the U.S. resulted in very large price declines in the general stock market and in Berkshire’s equity
and fixed maturity investments, particularly in the fourth quarter of 2008. The aggregate fair value of Berkshire’s investments
decreased significantly in 2008 and could continue into the future.

Derivative contracts may require significant future cash settlement payments and result in significant losses.

Berkshire assumes significant risk of loss from its credit default and equity index put option contracts. Although Berkshire
has received considerable premiums as compensation for accepting these risks, there is no assurance that the premiums received
will exceed the future cash settlement payments. While the risks under the credit default contracts are limited to specified
entities, the deterioration of the U.S. economy has increased the likelihood of credit defaults and payments to counterparties
under many of Berkshire’s contracts. Berkshire’s risk under the equity index put option contracts is based on declines in equity
prices of stocks comprising various indexes worldwide. Although these contracts do not expire before 2019, Berkshire could be
subject to significant future settlement payments at expiration if equity prices do not increase from current levels.

The credit default and equity index put option contracts are recorded at fair value in the Consolidated Balance Sheet and
the periodic changes in fair value are reported in earnings. The valuations of these contracts and the impact on Berkshire’s
earnings can be particularly significant reflecting the volatility of credit and equity markets.

Berkshire is dependent for its investment and capital allocation decisions on a few key people.

Investment decisions and all major capital allocation decisions are made for Berkshire’s businesses by Warren E. Buffett,
Chairman of the Board of Directors and CEO, age 78, in consultation with Charles T. Munger, Vice Chairman of the Board of
Directors, age 85. If for any reason the services of Berkshire’s key personnel, particularly Mr. Buffett, were to become
unavailable to Berkshire, there could be a material adverse effect on the Company. However, Berkshire’s Board of Directors has
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identified three current Berkshire subsidiary managers who are capable of being CEO. Berkshire’s Board has agreed on a
replacement for Mr. Buffett should a replacement be needed currently. The Board continually monitors this matter and could
alter its current view in the future. Management believes that the Board’s succession plan, together with the outstanding
managers running Berkshire’s numerous and highly diversified operating units helps to mitigate this risk.

The past growth rate in Berkshire stock is not an indication of future results.

In the years since Berkshire’s present management acquired control of Berkshire, its book value per share has grown at a
highly satisfactory rate. Because of the large size of Berkshire’s capital base (shareholders’ equity of approximately $109.3
billion as of December 31, 2008), Berkshire’s book value per share very likely will not increase in the future at a rate even close
to its past rate.

Competition

Each of Berkshire’s operating businesses faces intense competitive pressures within its respective markets. Such
competition may come from domestic operators and international operators. While Berkshire’s businesses are managed with the
objective of achieving long-term sustainable growth by developing and strengthening competitive advantages. Many factors,
including market and technology changes, may erode competitive advantages or prevent their strengthening. Accordingly,
future operating results will depend to some degree on whether the operating units are successful in protecting or enhancing
their competitive advantages.

Unfavorable economic and political conditions could hurt Berkshire’s operating businesses.

Berkshire’s operating businesses are subject to normal economic cycles affecting the economy in general or the industries
in which they operate. To the extent that the current economic recession in the U.S. and worldwide continue for a prolonged
period of time, one or more of Berkshire’s significant operations could be materially harmed. In addition, Berkshire’s utilities
and energy businesses and manufactured housing finance operations regularly utilize debt as a component of their capital
structures. These businesses depend on having access to borrowed funds through the capital markets. To the extent that access
to the credit is restricted or the cost of funding increases, these operations could be adversely affected.

Historically, Berkshire has derived a relatively small amount of its revenues and earnings from international markets and
its international business was concentrated in the insurance businesses, which are conducted primarily in Western Europe,
Japan, Australia and other regions where relatively stable political and economic conditions have prevailed. As a result of
Berkshire’s recent business acquisitions, including IMC, Berkshire may be subject to increased risks from unstable political
conditions and civil unrest in international markets. IMC’s headquarters are located in Israel and substantial business operations
are conducted in Israel and South Korea.

Unstable economic and political conditions, civil unrest and political activism, particularly in the Middle East, could
adversely impact Berkshire’s businesses, including internationally based businesses. Further, terrorism activities deriving from
unstable conditions could produce significant losses to Berkshire’s worldwide operations, including operations based in the
United States. Business operations could be adversely affected directly through the loss of human resources and destruction of
production facilities.

Risks unique to utilities and energy businesses

For the most part, Berkshire’s utilities and energy businesses, which generate, transmit and distribute electricity and
transport and distribute natural gas, are highly regulated by numerous Federal, state and local governmental authorities in the
United States, the United Kingdom and other jurisdictions in which they operate. The regulatory process determines the terms
and conditions of providing utility service, including the rates that may be charged to customers. The results of this process may
not allow recovery of all costs incurred by the utilities. Regulations also address safety, environmental, capital structure and
operational compliance. Adverse new legislation or regulations or reinterpretations of existing regulations as well as the nature
of the regulatory process may have a significant impact on financial results.

The utilities and energy business requires significant amounts of capital to construct, operate and maintain sufficient
generation, transmission and distribution systems. Usually, large amounts of borrowed funds are required to capitalize these
businesses and additional borrowed funds may not be available at economically favorable terms. Additionally, such systems
may need to be operational for very long periods of time in order to justify the financial investment. The risk of operational or
financial failure of capital projects is not necessarily recoverable through rates that are charged to customers.
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Berkshire’s Class B Common Stock is not convertible and has a lower vote and stock price than its Class A Common
Stock.

Each share of Class A Common Stock is convertible into thirty shares of Class B Common Stock, but shares of Class B
Common Stock are not convertible into shares of Class A Common Stock or any other security. Although a share of Class B
Common Stock may sell below one-thirtieth of the market price for a share of Class A Common Stock, it is unlikely that a share
of Class B Common Stock will sell significantly above one-thirtieth of the market price for a share of Class A Common Stock
because higher prices than that would cause arbitrage activity to ensue. Also, holders of Class A Common Stock are entitled to
one vote, but holders of Class B Common Stock are entitled to only one two-hundredth of a vote for each Class B share on
matters submitted to a vote of Berkshire stockholders.

Item 1B. Unresolved Staff Comments

None.

Item 2. Description of Properties

The physical properties used by the Registrant and its significant business segments are summarized below:

Business Country Location Type of Property

Number
of

Properties
Owned/
Leased

Approx.
Square
Footage

Berkshire U.S. Omaha, NE Corporate Offices 1 Leased 10,000

Insurance and
Reinsurance:

GEICO U.S. Chevy Chase, MD and locations in 6
other states

Offices 14 Owned 3,152,000

Various locations throughout the U.S. Offices and drive-in claims
facilities

92 Leased 846,000

General Re U.S. Stamford, CT

Stamford, CT, various U.S. locations

Offices
Other
Offices

3
5

31

Owned
Owned
Leased

191,000
43,000

1,312,000

Non-U.S. Cologne, Germany Offices 7 Owned 161,000
Various locations in 26 countries Offices 33 Leased 296,000

Berkshire Hathaway U.S. Stamford, CT and 7 other locations Offices 9 Leased 166,000
Reinsurance Group Non-U.S. United Kingdom Offices 5 Leased 63,000

Berkshire Hathaway U.S. Omaha, NE and Fort Wayne, IN Offices 3 Owned 208,000
Primary Group Various locations in 18 states Offices 50 Leased 799,000

Finance & Financial
Products

U.S. Various locations throughout the U.S. Mfg plants
Mfg plants
Offices
Offices
Retail locations
Retail locations
Warehouses
Warehouses
Retail centers
Retail centers
Housing communities

34
1
4

19
50

160
3

47
206
224
23

Owned
Leased
Owned
Leased
Owned
Leased
Owned
Leased
Owned
Leased
Owned

4,736,000
101,000
265,000
140,000
724,000

2,075,000
143,000

1,460,000
1,315 (acres)

913 (acres)
1,266 (acres)

Marmon U.S. Various locations throughout the U.S. Mfg plants
Mfg plants
Offices
Offices
Warehouses
Warehouses

80
26
4

20
35
32

Owned
Leased
Owned
Leased
Owned
Leased

15,312,000
1,690,000

80,000
144,000

3,428,000
2,838,000

Non-U.S. Various locations in 18 countries Mfg plants
Mfg plants
Offices
Offices
Warehouses
Warehouses

40
22
3

21
14
17

Owned
Leased
Owned
Leased
Owned
Leased

2,955,000
305,000
126,000
35,000

691,000
360,000
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Business Country Location Type of Property

Number
of

Properties
Owned/
Leased

Approx.
Square
Footage

McLane Company U.S. Various locations throughout the U.S. Distribution centers/
Offices

32
15

Owned
Leased

9,970,000
2,774,000

Non-U.S. Brazil Distribution centers/
Offices

1
3

Owned
Leased

159,000
1,150,000

Shaw Industries U.S. Various locations throughout the U.S. Mfg plants/Offices
Mfg plants/Offices
Warehouses
Warehouses
Showroom/Retail
Showroom/Retail

85
23
24
64
1

15

Owned
Leased
Owned
Leased
Owned
Leased

22,555,000
1,786,000
6,882,000
4,519,000

55,000
120,000

Non-U.S. London, Paraguay, Shanghai and
Singapore

Mfg plants/Offices/
Showrooms

5 Leased 22,000

Other businesses:

Manufacturing U.S. Various locations in the U.S. Mfg plants
Mfg plants
Offices/Warehouses
Offices/Warehouses
Retail locations
Retail locations

214
38

123
163
31

113

Owned
Leased
Owned
Leased
Owned
Leased

26,668,000
2,354,000

11,524,000
6,000,000

392,000
822,000

Non-U.S. Various locations in 53 countries Mfg plants
Mfg plants
Offices/Warehouses
Offices/Warehouses
Retail locations
Retail locations

110
68
42

185
3

31

Owned
Leased
Owned
Leased
Owned
Leased

11,486,000
4,145,000
1,339,000
2,798,000

9,000
86,000

Retailing U.S. Various locations throughout the U.S. Offices/Warehouses/Mfg
plants

Retail locations
Retail locations

26
36
32

539

Owned
Leased
Owned
Leased

6,082,000
1,412,000
3,258,000
1,716,000

Service U.S. Various locations throughout the U.S. Training facilities/Hangars
Offices/Warehouses
Offices/Warehouses
Mfg plants
Mfg plants
Retail locations
Retail locations

18
46
6

95
7

10
40
36

Owned
Leased
Owned
Leased
Owned
Leased
Owned
Leased

751,000
1,763,000
1,211,000

940,000
594,000
155,000
116,000
119,000

Non-U.S. Various locations in 19 countries Offices/Training
facilities/Hangars

1
80

Owned
Leased

40,000
715,000
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Utilities and Energy Businesses

MidAmerican’s energy properties consist of the physical assets necessary to generate, transmit, store, distribute and supply
energy and consist mainly of electric generation, transmission and distribution facilities, gas distribution facilities, natural gas
pipelines, storage facilities, compressor stations and meter stations, along with the related rights-of-way. A majority of these
properties are pledged or encumbered to support or otherwise provide the security for the related subsidiary debt. MidAmerican
or its affiliates own or have interests in the following types of electric generation facilities at December 31, 2008:

Energy Source Entity Location by Significance

Facility
Net

Capacity
(MW) (1)

Net MW
Owned (2)

Coal PacifiCorp and MEC Iowa, Wyoming, Utah, Arizona,
Colorado and Montana 14,262 9,476

Natural gas and other PacifiCorp, MEC and CalEnergy Utah, Iowa, Illinois, Washington,
Oregon, Texas, New York and Arizona 4,846 4,328

Hydroelectric PacifiCorp, MEC and CalEnergy Washington, Oregon, The Philippines,
Idaho, California, Utah, Hawaii,
Montana, Illinois and Wyoming 1,321 1,301

Wind PacifiCorp and MEC Iowa, Washington, Wyoming and
Oregon 1,948 1,940

Nuclear MEC Illinois 1,740 435
Geothermal PacifiCorp and CalEnergy California and Utah 361 198

Total 24,478 17,678

(1) Facility Net Capacity (MW) represents (except for wind-powered generation facilities, which are nameplate ratings)
either: 1) PacifiCorp—the total capability of a generating unit as demonstrated by actual operating or test experience, less
power generated and used for auxiliaries and other station uses, and is determined using average annual temperatures; 2)
MEC—the total plant accredited net generating capacity from the summer of 2008 where MW may vary depending on
operating conditions and plant design; or 3) CalEnergy—the contract capacity for most facilities.

(2) Net MW Owned indicates MidAmerican’s ownership of Facility Net Capacity (MW).

PacifiCorp and MEC own electric transmission and distribution systems, including approximately 18,200 miles of
transmission lines and approximately 1,300 substations, gas distribution facilities including approximately 22,000 miles of gas
mains and service pipelines and an estimated 219 million tons of recoverable coal reserves in mines owned or leased in
Wyoming, Utah and Colorado.

Northern Natural operates approximately 15,200 miles of natural gas pipelines, consisting of approximately 6,400 miles of
mainline transmission pipelines and approximately 8,800 miles of branch and lateral pipelines. Northern Natural’s system includes
delivery points in the northern end of the system (Michigan, Illinois, Iowa, Minnesota, Nebraska, Wisconsin and South Dakota) and
the natural gas supply and delivery service area at the southern end of the system (Kansas, Oklahoma, Texas and New Mexico).
Storage services are provided through the operation of one underground natural gas storage field in Iowa, two underground natural gas
storage facilities in Kansas and two liquefied natural gas storage peaking units, one in Iowa and one in Minnesota.

Kern River operates approximately 1,700 miles of natural gas pipelines consisting of a mainline section and common
facilities. Kern River owns the entire mainline section, which extends from the pipeline’s point of origination in Wyoming
through the Central Rocky Mountains area into California.

Northern Electric’s and Yorkshire Electricity’s electricity distribution network includes approximately 18,000 miles of
overhead lines, approximately 39,000 miles of underground cables and approximately 700 major substations.
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Item 3. Legal Proceedings

Berkshire and its subsidiaries are parties in a variety of legal actions arising out of the normal course of business. In
particular, such legal actions affect Berkshire’s insurance and reinsurance businesses. Such litigation generally seeks to establish
liability directly through insurance contracts or indirectly through reinsurance contracts issued by Berkshire subsidiaries.
Plaintiffs occasionally seek punitive or exemplary damages. Berkshire does not believe that such normal and routine litigation
will have a material effect on its financial condition or results of operations. Berkshire and certain of its subsidiaries are also
involved in other kinds of legal actions, some of which assert or may assert claims or seek to impose fines and penalties in
substantial amounts.

a) Governmental Investigations

Berkshire, General Re Corporation (“General Re”) and certain of Berkshire’s insurance subsidiaries, including General
Reinsurance Corporation (“General Reinsurance”) and National Indemnity Company (“NICO”) have been continuing to
cooperate fully with the U.S. Securities and Exchange Commission (“SEC”), the U.S. Department of Justice, the U.S. Attorney
for the Eastern District of Virginia and the New York State Attorney General (“NYAG”) in their ongoing investigations of
non-traditional products. General Re originally received subpoenas from the SEC and NYAG in January 2005. Berkshire,
General Re, General Reinsurance and NICO have been providing information to the government relating to transactions
between General Reinsurance or NICO (or their respective subsidiaries or affiliates) and other insurers in response to the
January 2005 subpoenas and related requests and, in the case of General Reinsurance (or its subsidiaries or affiliates), in
response to subpoenas from other U.S. Attorneys conducting investigations relating to certain of these transactions. In
particular, Berkshire and General Re have been responding to requests from the government for information relating to certain
transactions that may have been accounted for incorrectly by counterparties of General Reinsurance (or its subsidiaries or
affiliates). The government has interviewed a number of current and former officers and employees of General Re and General
Reinsurance as well as Berkshire’s Chairman and CEO, Warren E. Buffett, in connection with these investigations.

In one case, a transaction initially effected with American International Group (“AIG”) in late 2000 (the “AIG
Transaction”), AIG has corrected its prior accounting for the transaction on the grounds, as stated in AIG’s 2004 10-K, that the
transaction was done to accomplish a desired accounting result and did not entail sufficient qualifying risk transfer to support
reinsurance accounting. General Reinsurance has been named in related civil actions brought against AIG. As part of their
ongoing investigations, governmental authorities have also inquired about the accounting by certain of Berkshire’s insurance
subsidiaries for certain assumed and ceded finite reinsurance transactions.

In June 2005, John Houldsworth, the former Chief Executive Officer of Cologne Reinsurance Company (Dublin) Limited
(“CRD”), a subsidiary of General Re, and Richard Napier, a former Senior Vice President of General Re who had served as an
account representative for the AIG account, each pleaded guilty to a federal criminal charge of conspiring with others to
misstate certain AIG financial statements in connection with the AIG Transaction and entered into a partial settlement
agreement with the SEC with respect to such matters.

On February 25, 2008, Ronald Ferguson, General Re’s former Chief Executive Officer, Elizabeth Monrad, General Re’s
former Chief Financial Officer, Christopher Garand, a former General Reinsurance Senior Vice President and Robert Graham, a
former General Reinsurance Senior Vice President and Assistant General Counsel, were each convicted in a trial in the U.S.
District Court for the District of Connecticut on charges of conspiracy, mail fraud, securities fraud and making false statements
to the SEC in connection with the AIG Transaction. These individuals have the right to appeal their convictions. Following their
convictions, each of these individuals agreed to a judgment of a forfeiture allegation which required them to be jointly and
severally liable for a payment of $5 million to the U.S. Government. This $5 million amount, which represented the fee received
by General Reinsurance in connection with the AIG Transaction, was paid by General Reinsurance in April 2008. Each of these
individuals, who had previously received a “Wells” notice in 2005 from the SEC, is also the subject of an SEC enforcement
action for allegedly aiding and abetting AIG’s violations of the antifraud provisions and other provisions of the federal securities
laws in connection with the AIG Transaction. The SEC case is presently stayed. Joseph Brandon, who resigned as the Chief
Executive Officer of General Re effective on April 14, 2008, also received a “Wells” notice from the SEC in 2005.

Berkshire understands that the government is evaluating the actions of General Re and its subsidiaries, as well as those of
their counterparties, to determine whether General Re or its subsidiaries conspired with others to misstate counterparty financial
statements or aided and abetted such misstatements by the counterparties. Berkshire believes that government authorities are
continuing to evaluate possible legal actions against General Re and its subsidiaries.

Various state insurance departments have issued subpoenas or otherwise requested that General Reinsurance, NICO and
their affiliates provide documents and information relating to non-traditional products. The Office of the Connecticut Attorney
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General has also issued a subpoena to General Reinsurance for information relating to non-traditional products. General
Reinsurance, NICO and their affiliates have been cooperating fully with these subpoenas and requests.

CRD is also providing information to and cooperating fully with the Irish Financial Services Regulatory Authority in its
inquiries regarding the activities of CRD. The Office of the Director of Corporate Enforcement in Ireland is conducting a
preliminary evaluation in relation to CRD concerning, in particular, transactions between CRD and AIG. CRD is cooperating
fully with this preliminary evaluation.

b) Civil Litigation

Litigation Related to ROA

General Reinsurance and several current and former employees, along with numerous other defendants, have been sued in
thirteen federal lawsuits involving Reciprocal of America (“ROA”) and related entities. ROA was a Virginia-based reciprocal
insurer and reinsurer of physician, hospital and lawyer professional liability risks. Nine are putative class actions initiated by
doctors, hospitals and lawyers that purchased insurance through ROA or certain of its Tennessee-based risk retention groups.
These complaints seek compensatory, treble, and punitive damages in an amount plaintiffs contend is just and reasonable.

General Reinsurance is also subject to actions brought by the Virginia Commissioner of Insurance, as Deputy Receiver of
ROA, the Tennessee Commissioner of Insurance, as Receiver for purposes of liquidating three Tennessee risk retention groups,
a state lawsuit filed by a Missouri-based hospital group that was removed to federal court and another state lawsuit filed by an
Alabama doctor that was also removed to federal court. The first of these actions was filed in March 2003 and additional actions
were filed in April 2003 through June 2006. In the action filed by the Virginia Commissioner of Insurance, the Commissioner
asserts in several of its claims that the alleged damages are believed to exceed $200 million in the aggregate as against all
defendants.

All of these cases are collectively assigned to the U.S. District Court for the Western District of Tennessee for pretrial
proceedings. General Reinsurance filed motions to dismiss all of the claims against it in these cases and, in June 2006, the court
granted General Reinsurance’s motion to dismiss the complaints of the Virginia and Tennessee receivers. The court granted the
Tennessee receiver leave to amend her complaint, and the Tennessee receiver filed her amended complaint on August 7, 2006.
General Reinsurance has filed a motion to dismiss the amended complaint in its entirety and that motion was granted, with the
court dismissing the claim based on an alleged violation of RICO with prejudice and dismissing the state law claims without
prejudice. One of the other defendants filed a motion for the court to reconsider the dismissal of the state law claims, requesting
that the court retain jurisdiction over them. That motion is pending.

The Tennessee Receiver subsequently filed three Tennessee state court actions against General Reinsurance, essentially
asserting the same state law claims that had been dismissed without prejudice by the Federal court. General Reinsurance
removed those actions to Federal court, and the Judicial Panel on Multi-District Litigation ultimately transferred these actions to
the U.S. District Court for the Western District of Tennessee.

The Virginia receiver has moved for reconsideration of the dismissal and for leave to amend his complaint, which was
opposed by General Reinsurance. The court affirmed its original ruling but has given the Virginia receiver leave to amend. In
September 2006, the court also dismissed the complaint filed by the Missouri-based hospital group. The Missouri-based hospital
group has filed a motion for reconsideration of the dismissal and for leave to file an amended complaint. General Reinsurance
has filed its opposition to that motion and awaits a ruling by the court. The court has also not yet ruled on General Reinsurance’s
motions to dismiss the complaints of the other plaintiffs. The parties have commenced discovery.

General Reinsurance filed a Complaint and a motion in federal court to compel the Tennessee and Virginia receivers to
arbitrate their claims against General Reinsurance. The receivers filed motions to dismiss the Complaint. These motions are
pending.

Actions related to AIG

General Reinsurance is a defendant in In re American International Group Securities Litigation, Case
No. 04-CV-8141-(LTS), United States District Court, Southern District of New York, a putative class action (the “AIG
Securities Litigation”) asserted on behalf of investors who purchased publicly-traded securities of AIG between October 1999
and March 2005. The complaint, originally filed in April 2005, asserts various claims against AIG and certain of its officers,
directors, investment banks and other parties, including Messrs. Ferguson, Napier and Houldsworth (whom the Complaint
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defines, together with General Reinsurance, as the “General Re Defendants”). The Complaint alleges that the General Re
Defendants violated Section 10(b) of the Securities Exchange Act and Rule 10b-5 in connection with the AIG Transaction. The
Complaint seeks damages and other relief in unspecified amounts. General Reinsurance has answered the Complaint, denying
liability and asserting various affirmative defenses. Discovery is ongoing, with a current discovery cut-off of December 1, 2009.
Lead plaintiffs filed a motion for class certification on February 20, 2008. Various defendants, including General Reinsurance,
have filed oppositions to class certification. The court has not yet ruled on the motion. On May 29, 2008, General Reinsurance
filed a motion for judgment on the pleadings. Plaintiffs filed an opposition to that motion on June 30, 2008. The court has not
ruled on that motion. The lead plaintiffs and General Reinsurance have reached agreement concerning the terms of a settlement
that would resolve all claims against the General Re Defendants in exchange for a payment by General Reinsurance of $72
million. This settlement remains subject to court approval.

A member of the putative class in the litigation described in the preceding paragraph has asserted similar claims against
General Re and Mr. Ferguson in a separate complaint, Florida State Board of Administration v. General Re Corporation, et al.,
Case No. 06-CV-3967, United States District Court, Southern District of New York. The claims against General Re and
Mr. Ferguson closely resemble those asserted in the class action. The complaint does not specify the amount of damages sought.
General Re has answered the Complaint, denying liability and asserting various affirmative defenses. No trial date has been
established. The parties are coordinating discovery and other proceedings among this action, a similar action filed by the same
plaintiff against AIG and others, the class action described in the preceding paragraph, and the shareholder derivative actions
described in the next two paragraphs.

On July 27, 2005, General Reinsurance received a Summons and a Verified and Amended Shareholder Derivative
Complaint in In re American International Group, Inc. Derivative Litigation, Case No. 04-CV-08406, United States District
Court, Southern District of New York. The complaint, brought by several alleged shareholders of AIG, seeks damages,
injunctive and declaratory relief against various officers and directors of AIG as well as a variety of individuals and entities with
whom AIG did business, relating to a wide variety of allegedly wrongful practices by AIG. The allegations relating to General
Reinsurance focus on the AIG Transaction, and the complaint purports to assert causes of action in connection with that
transaction for aiding and abetting other defendants’ breaches of fiduciary duty and for unjust enrichment. The complaint does
not specify the amount of damages or the nature of any other relief sought. Subsequently, this derivative litigation was stayed by
stipulation between the plaintiffs and AIG. That stay remains in place.

In August 2005, General Reinsurance received a Summons and First Amended Consolidated Shareholders’ Derivative
Complaint in In re American International Group, Inc. Consolidated Derivative Litigation, Case No. 769-N, Delaware Chancery
Court. In June 2007, AIG filed an Amended Complaint in the Delaware Derivative Litigation asserting claims against two of its
former officers, but not against General Reinsurance. On September 28, 2007, AIG and the shareholder plaintiffs filed a Second
Combined Amended Complaint, in which AIG asserted claims against certain of its former officers and the shareholder
plaintiffs asserted claims against a number of other defendants, including General Reinsurance and General Re. The claims
asserted in the Delaware complaint are substantially similar to those asserted in the New York derivative complaint, except that
the Delaware complaint makes clear that the plaintiffs are asserting claims against both General Reinsurance and General Re.
General Reinsurance and General Re filed a motion to dismiss on November 30, 2007. Various parties moved to stay discovery
and/or all proceedings in the Delaware derivative litigation. At a hearing held on February 12, 2008, the Court ruled that
discovery would be stayed pending the resolution of the claims asserted against AIG in the AIG Securities Litigation. The
briefing on the motions filed by General Reinsurance and General Re was completed by September 8, 2008. The court heard
argument on certain other defendants’ motions to dismiss on November 7, 2008 and issued a decision on February 10, 2009
granting some defendants’ motions and denying others. The court has not yet heard oral argument on the motions filed by
General Reinsurance and General Re and has not ruled on those motions.

FAI/HIH Matter

In December 2003, the Liquidators of both FAI Insurance Limited (“FAI”) and HIH Insurance Limited (“HIH”) advised
GRA and Cologne Re that they intended to assert claims arising from insurance transactions GRA entered into with FAI in May
and June 1998. In August 2004, the Liquidators filed claims in the Supreme Court of New South Wales in order to avoid the
expiration of a statute of limitations for certain plaintiffs. The focus of the Liquidators’ allegations against GRA and Cologne Re
are the 1998 transactions GRA entered into with FAI (which was acquired by HIH in 1999). The Liquidators contend, among
other things, that GRA and Cologne Re engaged in deceptive conduct that assisted FAI in improperly accounting for such
transactions as reinsurance, and that such deception led to HIH’s acquisition of FAI and caused various losses to FAI and HIH.
The Liquidator of HIH served its Complaint on GRA and Cologne Re in June 2006 and discovery has been ongoing. The FAI
Liquidator dismissed his complaint against GRA and Cologne Re. GRA and Cologne Re recently entered into a settlement in
principle with the HIH Liquidator. The parties are still formulating a settlement deed, which will be subject to court approval.
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Item 4. Submission of Matters to a Vote of Security Holders

None

Executive Officers of the Registrant

Following is a list of the Registrant’s executive officers:

Name Age Position with Registrant Since

Warren E. Buffett . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78 Chairman of the Board 1970
Marc D. Hamburg . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59 Senior Vice President 1992
Charles T. Munger . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85 Vice Chairman of the Board 1978

Each executive officer serves, in accordance with the by-laws of the Registrant, until the first meeting of the Board of
Directors following the next annual meeting of shareholders and until his respective successor is chosen and qualified or until he
sooner dies, resigns, is removed or becomes disqualified. Mr. Buffett and Mr. Munger also serve as directors of the Registrant.

Part II

Item 5. Market for Registrant’s Common Stock and Related Security Holder Matters

Market Information

Berkshire’s Class A and Class B Common Stock are listed for trading on the New York Stock Exchange, trading symbol:
BRK.A and BRK.B. The following table sets forth the high and low sales prices per share, as reported on the New York Stock
Exchange Composite List during the periods indicated:

2008 2007

Class A Class B Class A Class B

High Low High Low High Low High Low

First Quarter . . . . . . . . . . . . . . . . . . . . . . . . $145,900 $126,100 $4,858 $4,150 $110,700 $103,800 $3,690 $3,460
Second Quarter . . . . . . . . . . . . . . . . . . . . . . 135,500 119,450 4,520 3,980 110,490 107,200 3,679 3,538
Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . 147,000 111,000 4,595 3,701 120,800 108,600 4,000 3,558
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . . 140,900 74,100 4,700 2,451 151,650 118,400 5,059 3,949

Shareholders

Berkshire had approximately 4,200 record holders of its Class A Common Stock and 13,900 record holders of its Class B
Common Stock at February 15, 2009. Record owners included nominees holding at least 530,000 shares of Class A Common
Stock and 14,500,000 shares of Class B Common Stock on behalf of beneficial-but-not-of-record owners.

Dividends

Berkshire has not declared a cash dividend since 1967.

26

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



Item 6. Selected Financial Data

Selected Financial Data for the Past Five Years
(dollars in millions except per share data)

2008 2007 2006 2005 2004

Revenues:
Insurance premiums earned (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,525 $ 31,783 $ 23,964 $ 21,997 $ 21,085
Sales and service revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,854 58,243 51,803 46,138 43,222
Revenues of utilities and energy businesses (2) . . . . . . . . . . . . . . 13,971 12,628 10,644 — —
Interest, dividend and other investment income . . . . . . . . . . . . . 4,966 4,979 4,382 3,487 2,816
Interest and other revenues of finance and financial products

businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,931 5,103 5,111 4,633 3,788
Investment and derivative gains/losses (3) . . . . . . . . . . . . . . . . . . (7,461) 5,509 2,635 5,408 3,471

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $107,786 $118,245 $ 98,539 $ 81,663 $ 74,382

Earnings:
Net earnings (3) ( 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $ 13,213 $ 11,015 $ 8,528 $ 7,308

Net earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,224 $ 8,548 $ 7,144 $ 5,538 $ 4,753

Year-end data:
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $267,399 $273,160 $248,437 $198,325 $188,874
Notes payable and other borrowings:

Insurance and other non-finance businesses . . . . . . . . . . . . 4,349 2,680 3,698 3,583 3,450
Utilities and energy businesses (2) . . . . . . . . . . . . . . . . . . . . 19,145 19,002 16,946 — —
Finance and financial products businesses . . . . . . . . . . . . . . 13,388 12,144 11,961 10,868 5,387

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109,267 120,733 108,419 91,484 85,900
Class A equivalent common shares outstanding, in thousands . . 1,549 1,548 1,543 1,541 1,539
Shareholders’ equity per outstanding Class A equivalent

common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 70,530 $ 78,008 $ 70,281 $ 59,377 $ 55,824

(1) Insurance premiums earned in 2007 included $7.1 billion from a single reinsurance transaction with Equitas.
(2) On February 9, 2006, Berkshire Hathaway converted its non-voting preferred stock of MidAmerican Energy Holdings

Company (“MidAmerican”) to common stock and upon conversion, owned approximately 83.4% (80.5% diluted) of the
voting common stock interests. Accordingly, the Consolidated Financial Statements for each of the last three years reflect
the consolidation of the accounts of MidAmerican. Berkshire’s investment in MidAmerican was accounted for pursuant to
the equity method in 2004 and 2005.

(3) The amount of investment and derivative gains and losses for any given period has no predictive value, and variations in
amount from period to period have no practical analytical value. After-tax investment and derivative gains/losses were
$(4.65) billion in 2008, $3.58 billion in 2007, $1.71 billion in 2006, $3.53 billion in 2005 and $2.26 billion in 2004.
Investment and derivative gains/losses in 2008 include non-cash pre-tax losses of $5.0 billion ($3.25 billion after-tax)
relating to long duration equity index put option contracts and $1.8 billion ($1.2 billion after-tax) relating to other-than-
temporary impairments of certain investment securities. Investment and derivative gains/losses in 2005 include a non-cash
pre-tax gain of $5.0 billion ($3.25 billion after-tax) relating to the exchange of Gillette stock for Procter & Gamble stock.

(4) Net earnings for the year ended December 31, 2005 includes a pre-tax underwriting loss of $3.4 billion in connection with
Hurricanes Katrina, Rita and Wilma that struck the Gulf coast and Southeast regions of the United States. Such loss
reduced net earnings by approximately $2.2 billion.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

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

2008 2007 2006

Insurance – underwriting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,805 $ 2,184 $ 2,485
Insurance – investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,497 3,510 3,120
Utilities and energy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,704 1,114 885
Manufacturing, service and retailing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,283 2,353 2,131
Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 479 632 732
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (129) (159) (47)
Investment and derivative gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,645) 3,579 1,709

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $13,213 $11,015

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. The business segment data (Note 21 to the
Consolidated Financial Statements) should be read in conjunction with this discussion.

During 2008, a series of crises occurred in the U.S. financial and capital markets systems, as well as in the credit and
housing markets. These conditions accelerated into an economic recession, as evidenced by declining consumer confidence,
lower consumer spending, bankruptcies and significant job losses. The declining economic conditions worsened over the last
half of 2008 and in the fourth quarter in particular. Equity and debt markets have seen major declines in market prices on a
worldwide basis as well, which have negatively impacted the fair value of Berkshire’s investments and derivative contracts.
During 2008, the net after-tax unrealized gains in Berkshire’s equity investment portfolio declined by approximately $13.9
billion. In addition, during 2008, after-tax investment and derivative losses of $4.6 billion were included in earnings and
primarily related to non-cash fair value adjustments of certain derivative contract liabilities and non-cash other-than-temporary
impairment charges with respect to certain investments offset to a degree by net realized gains from investment sales.

Berkshire’s insurance, manufacturing, service, retailing and finance and financial products businesses were impacted by
the recession in different ways and to varying degrees. Operating results in 2008 for most of Berkshire’s manufacturing, service
and retailing businesses were generally lower than in 2007. It is likely that the current economic conditions will persist through
2009 and in to 2010 before meaningful improvements become evident. Berkshire’s operating companies have taken and will
continue to take cost reduction actions in response to the current economic situation, including curtailing production, reducing
capital expenditures, closing facilities and reducing employment to partially compensate for the declines in demand for goods
and services. Berkshire has historically attempted to manage its financial condition such that it can weather cyclical economic
conditions. Management believes that the economic franchises of Berkshire’s business operations will remain intact and that
operating results will ultimately return to more normal historical levels.

Insurance—Underwriting

Berkshire engages in both primary insurance and reinsurance of property and casualty 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 and reinsurance
businesses are: (1) GEICO, (2) General Re, (3) Berkshire Hathaway Reinsurance Group and (4) Berkshire Hathaway Primary
Group. Through General Re, Berkshire also reinsures life and health risks.

Berkshire’s management views insurance businesses as possessing two distinct operations – underwriting and investing.
Underwriting decisions are the responsibility of the unit managers; investing, with limited exceptions, is the responsibility of
Berkshire’s Chairman and CEO, Warren E. Buffett. Accordingly, Berkshire evaluates performance of underwriting operations
without any allocation of investment income.
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

Periodic underwriting results can be affected significantly by changes in estimates for unpaid losses and loss adjustment
expenses, including amounts established for occurrences in prior years. See the Critical Accounting Policies section of this
discussion for information concerning the loss reserve estimation process. In addition, the timing and amount of catastrophe
losses produce significant volatility in periodic underwriting results. Berkshire’s property and casualty reinsurance operations
benefited from relatively minor levels of catastrophe losses in 2007 and 2006. During 2008, Berkshire’s underwriting results
include estimated losses of approximately $900 million from Hurricanes Gustav and Ike. The impact on earnings of these losses
was substantially offset by unrealized foreign currency transaction gains during the last half of 2008 that arose from the
valuation of certain non-U.S. Dollar denominated reinsurance liabilities as a result of the significant strengthening of the U.S.
Dollar.

A key marketing strategy followed by all of the insurance businesses is the maintenance of extraordinary capital strength.
Statutory surplus of Berkshire’s insurance businesses was approximately $51 billion at December 31, 2008. This superior capital
strength creates opportunities, especially with respect to reinsurance activities, to negotiate and enter into insurance and reinsurance
contracts specially designed to meet the unique needs of insurance and reinsurance buyers. Additional information regarding
Berkshire’s insurance and reinsurance operations follows.

A summary follows of underwriting results from Berkshire’s insurance businesses for the past three years. Amounts are in
millions.

2008 2007 2006

Underwriting gain attributable to:
GEICO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 916 $1,113 $1,314
General Re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 342 555 526
Berkshire Hathaway Reinsurance Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,324 1,427 1,658
Berkshire Hathaway Primary Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210 279 340

Pre-tax underwriting gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,792 3,374 3,838
Income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 987 1,190 1,353

Net underwriting gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,805 $2,184 $2,485

GEICO

GEICO provides primarily private passenger automobile coverages to insureds in 49 states and the District of Columbia.
GEICO policies are marketed mainly by direct response methods in which customers apply for coverage directly to the
company via the Internet, over the telephone or through the mail. This is a significant element in GEICO’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 underwriting results for the past three years are summarized below. Dollars are in millions.

2008 2007 2006

Amount % Amount % Amount %

Premiums written . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,741 $11,931 $11,303

Premiums earned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,479 100.0 $11,806 100.0 $11,055 100.0

Losses and loss adjustment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,332 74.8 8,523 72.2 7,749 70.1
Underwriting expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,231 17.9 2,170 18.4 1,992 18.0

Total losses and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,563 92.7 10,693 90.6 9,741 88.1

Pre-tax underwriting gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 916 $ 1,113 $ 1,314
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

GEICO (Continued)

Premiums earned in 2008 increased 5.7% over 2007, reflecting an 8.2% increase in voluntary auto policies-in-force
partially offset by lower average premiums per policy. Average premiums per policy declined during 2007 but leveled off in
2008. The weakening economy could result in downward pressure on average premiums per policy in 2009 to the extent that
consumers raise deductibles and reduce coverages to save money. Policies-in-force over the last twelve months increased 6.6%
in the preferred risk auto line and increased 13.1% in the standard and nonstandard auto lines. Voluntary auto new business
sales in 2008 increased 2.0% compared to 2007. Voluntary auto policies-in-force at December 31, 2008 were 665,000 higher
than at December 31, 2007.

Losses and loss adjustment expenses incurred in 2008 increased 9.5% over 2007. The loss ratio was 74.8% in 2008 versus
72.2% in 2007. Incurred losses from catastrophe events for 2008 were $87 million compared to $34 million for 2007. Overall,
the increase in the loss ratio reflected higher average claim severities and lower average premiums per policy, partially offset by
lower average claims frequencies. Claims frequencies in 2008 for physical damage coverages decreased in the seven to nine
percent range from 2007 and frequencies for injury coverages decreased in the four to six percent range. Physical damage
severities in 2008 increased in the six to eight percent range and injury severities increased in the five to eight percent range
over 2007.

Underwriting expenses in 2008 increased $61 million (2.8%) over 2007. Policy acquisition expenses increased 8.5% in 2008
to $1,508 million, primarily due to increased advertising and policy issuance costs. The increase in policy acquisition expenses was
partially offset by lower other underwriting expenses, including lower interest on deferred compensation liabilities.

Premiums earned in 2007 increased 6.8% over 2006, due to higher numbers of policies-in-force, partially offset by lower
premiums per policy as a result of overall lower rates. Losses and loss adjustment expenses in 2007 increased 10.0% over 2006,
reflecting the aforementioned decline in average premiums per policy. In 2007, claims frequencies for physical damage
coverages increased in the two to four percent range over 2006 while frequencies for injury coverages decreased in the three to
five percent range. Physical damage severities increased in the second half of 2007 at an annualized rate of two to four percent.
Injury severities also increased in the latter part of 2007 at an annualized rate of three to six percent.

General Re

General Re conducts a reinsurance business offering property and casualty and life and health coverages to clients
worldwide. Property and casualty reinsurance is written in North America on a direct basis through General Reinsurance
Corporation and internationally through Cologne Re (based in Germany) and other affiliates. Property and casualty reinsurance
is also written through brokers with respect to Faraday in London. Life and health reinsurance is written worldwide through
Cologne Re. General Re strives to generate 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. General Re’s
underwriting results are summarized for the past three years in the following table. Amounts are in millions.

Premiums written Premiums earned
Pre-tax underwriting

gain

2008 2007 2006 2008 2007 2006 2008 2007 2006

Property/casualty . . . . . . . . . . . . . . . . . . . . . . . . . . $3,383 $3,478 $3,581 $3,434 $3,614 $3,711 $163 $475 $373
Life/health . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,588 2,479 2,368 2,580 2,462 2,364 179 80 153

$5,971 $5,957 $5,949 $6,014 $6,076 $6,075 $342 $555 $526
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

General Re (Continued)

Property/casualty

Premiums written in 2008 declined 2.7% from 2007, which declined 2.9% versus 2006. Premiums written in
2008 included $205 million with respect to a reinsurance-to-close transaction that increased General Re’s
economic interest in the runoff of Lloyd’s Syndicate 435’s 2000 year of account from 39% to 100%. A similar
transaction in 2007 generated $114 million of premiums written and increased General Re’s economic interest in
the runoff of Lloyd’s Syndicate 435’s 2001 year of account from 60% to 100%. Neither of the reinsurance-to-
close transactions had any impact on net underwriting results because premiums earned were offset by
corresponding increases to loss reserves and losses incurred. There was no similar transaction in 2006.

Premiums earned in 2008 declined 5.0% from 2007, which declined 2.6% from 2006. Excluding the effects
of the previously mentioned reinsurance-to-close transactions and exchange rates, premiums earned declined
8.2% in 2008 compared to 2007 and 10.1% in 2007 compared to 2006. The overall comparative declines in
written and earned premiums reflect continued underwriting discipline by declining to accept business where
pricing is considered inadequate with respect to the risk. Competitive conditions currently prevailing within the
industry could lead to continued declines in business written in 2009.

Pre-tax underwriting results in 2008 included $275 million in underwriting gains from property business
partially offset by $112 million in underwriting losses from casualty/workers’ compensation business. The
property business produced underwriting losses of $120 million for the 2008 accident year, offset by $395
million of gains from favorable run-off of prior years’ losses. The current accident year results include $174
million of catastrophe losses from Hurricanes Gustav and Ike and $56 million of catastrophe losses from
European storms. The timing and magnitude of catastrophe and large individual losses produce significant
volatility in periodic underwriting results. The pre-tax underwriting losses from casualty/workers’ compensation
business in 2008 included $117 million of workers’ compensation loss reserve discount accretion and retroactive
reinsurance deferred charge amortization, offset in part by favorable run-off in other casualty lines. The casualty
results were adversely impacted by legal costs incurred in connection with the ongoing regulatory investigations
of finite reinsurance.

Pre-tax underwriting results in 2007 included $519 million in underwriting gains from property business,
partially offset by $44 million in underwriting losses from casualty/workers’ compensation business. The
property business produced underwriting gains of $90 million for the 2007 accident year and $429 million from
favorable run-off of prior years’ losses. The pre-tax underwriting losses from casualty business in 2007 included
$120 million of loss reserve discount accretion and deferred charge amortization, as well as legal costs associated
with the finite reinsurance investigations. These charges were largely offset by underwriting gains in other
casualty business.

Pre-tax underwriting results in 2006 included $708 million in underwriting gains from property business,
partially offset by $335 million in underwriting losses from casualty/workers’ compensation business, which
included legal and estimated settlement costs associated with the finite reinsurance regulatory investigations. The
2006 property results benefited from a lack of catastrophe losses and favorable runoff of prior years’ claim
reserves. The underwriting losses from casualty business in 2006 included $137 million in reserve discount
accretion and deferred charge amortization, increases in prior years’ workers’ compensation reserves of $103
million and increases in asbestos and environmental reserves.

Life/health

Premiums earned in 2008 increased 4.8% over 2007, which increased 4.1% over 2006. Adjusting for the
effects of foreign currency exchange rates, premiums earned increased 2.2% over 2007 which were relatively
unchanged when compared to 2006. The increase in premiums earned in 2008 was primarily from life business in
North America. Underwriting results for the life/health operations produced pre-tax underwriting gains in each of
the past three years driven by gains from the life business primarily as a result of lower mortality rates.
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

Berkshire Hathaway Reinsurance Group

The Berkshire Hathaway Reinsurance Group (“BHRG”) underwrites excess-of-loss reinsurance and quota-share coverages
for insurers and reinsurers worldwide. BHRG’s business includes catastrophe excess-of-loss reinsurance and excess direct and
facultative reinsurance for large or otherwise unusual discrete property risks referred to as individual risk. Retroactive
reinsurance policies provide indemnification of losses and loss adjustment expenses with respect to past loss events. Other
multi-line refers to other business written on both a quota-share and excess basis, participations in and contracts with Lloyd’s
syndicates as well as property, aviation and workers’ compensation programs. BHRG’s underwriting results are summarized in
the table below. Amounts are in millions.

Premiums earned Pre-tax underwriting gain/loss

2008 2007 2006 2008 2007 2006

Catastrophe and individual risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 955 $ 1,577 $2,196 $ 776 $1,477 $1,588
Retroactive reinsurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204 7,708 146 (414) (375) (173)
Other multi-line . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,923 2,617 2,634 962 325 243

$5,082 $11,902 $4,976 $1,324 $1,427 $1,658

Catastrophe and individual risk contracts may provide exceptionally large limits of indemnification, often several hundred
million dollars and occasionally in excess of $1 billion, and cover catastrophe risks (such as hurricanes, earthquakes or other
natural disasters) or other property risks (such as aviation and aerospace, commercial multi-peril or terrorism). The timing and
magnitude of losses produce extraordinary volatility in periodic underwriting results of BHRG’s catastrophe and individual risk
business. BHRG does not cede these risks to mitigate volatility as management accepts such potential volatility provided that
the long-term prospect of achieving underwriting profits is reasonable.

Premiums earned from catastrophe and individual risk contracts in 2008 declined 39% from 2007, which decreased 28%
versus 2006. Catastrophe and individual risk premiums written were approximately $1.1 billion in 2008, $1.2 billion in 2007
and $2.4 billion in 2006. The decreases in premium volume were principally attributable to increased industry capacity for
catastrophe reinsurance, which has produced increased price competition and fewer opportunities to write business at prices
considered adequate by BHRG management. The level of catastrophe and individual risk business written in a given period will
vary significantly based upon market conditions and management’s assessment of the adequacy of premium rates.

During 2008, Berkshire entered into a contract under which it received a payment of $224 million and agreed to purchase,
under certain conditions, up to $4 billion of revenue bonds issued by the Florida Hurricane Catastrophe Fund Finance
Corporation. Berkshire’s obligation was conditioned upon, among other things, the occurrence of a specified amount of
hurricane losses in Florida during a period that expired on December 31, 2008. The minimum amount of hurricane losses
required to trigger Berkshire’s acquisition of the bonds was not met and the consideration received was earned as of December
31, 2008 and is included in the underwriting results of the catastrophe and individual risk business.

Underwriting results in 2008 for the catastrophe and individual risk business also included approximately $270 million of
estimated losses from Hurricanes Gustav and Ike. The underwriting results from catastrophe and individual risk business in
2007 and 2006 reflected no significant losses from catastrophe events occurring in those years. In 2006, BHRG incurred losses
of approximately $200 million attributable to prior years’ events, primarily Hurricane Wilma which occurred in the fourth
quarter of 2005.

Retroactive policies normally provide very large, but limited indemnification of unpaid losses and loss adjustment
expenses with respect to past loss events that are expected to be paid over long periods of time. Underwriting losses from
retroactive reinsurance include the amortization of deferred charges established on the contracts. At the inception of a contract,
deferred charges represent the difference between the premium received and the estimated ultimate losses payable. Deferred
charges are amortized over the estimated claims payment period using the interest method. The amortization charges are based
on the estimated timing and amount of loss payments and are recorded as a component of losses and loss adjustment expenses.

Premiums earned from retroactive reinsurance in 2007 included $7.1 billion from the Equitas reinsurance agreement which
became effective on March 30, 2007. See Note 13 to the accompanying Consolidated Financial Statements. Otherwise,
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

Berkshire Hathaway Reinsurance Group (Continued)

premiums earned from retroactive contracts were relatively minor over the past three years. Unamortized deferred charges of
BHRG’s retroactive contracts (including the Equitas contract) were $3.7 billion at December 31, 2008 and $3.8 billion at
December 31, 2007. Gross unpaid losses under retroactive contracts were approximately $16.6 billion at December 31, 2008
and $17.3 billion at December 31, 2007.

Underwriting losses from retroactive reinsurance policies in each year were primarily attributable to recurring deferred
charge amortization. Underwriting losses from retroactive policies in 2007 included deferred charge amortization of $156
million on contracts written in 2007 (primarily the Equitas contract). Underwriting losses from retroactive reinsurance in 2006
were net of gains of approximately $145 million which primarily derived from contracts that were commuted or amended
during that year.

Other multi-line premiums earned in 2008 increased $1.31 billion (50%) over 2007. Premiums earned in 2008 included
$1.83 billion from a quota-share contract with Swiss Reinsurance Company Ltd. and its major property/casualty affiliates
(“Swiss Re”) that became effective January 1, 2008. Under the agreement, BHRG assumes a 20% quota-share of the premiums
and related losses and expenses on substantially all property/casualty risks of Swiss Re written over the five year period ending
December 31, 2012. BHRG’s written premium under this agreement in 2008 was $2.65 billion. Actual premiums assumed over
the remainder of the five year period could vary significantly depending on Swiss Re’s response to market conditions and
opportunities that arise over the contract term. Excluding the premiums from the Swiss Re quota-share contract, other multi-line
premiums earned in 2008 declined 20% versus 2007 principally attributable to lower premium volume from workers’
compensation programs.

Other multi-line business produced a pre-tax underwriting gain of $962 million in 2008. This gain included $930 million of
foreign currency transaction gains (including approximately $615 million in the fourth quarter) arising from the conversion of
certain reinsurance liabilities denominated and settled in foreign currencies (primarily the U.K. Pound Sterling and the Euro)
into U.S. Dollars as of the balance sheet date. The value of these currencies versus the U.S. Dollar generally increased over the
past several years resulting in accumulated liabilities and transaction losses. Over the last half of 2008, these currencies declined
sharply versus the U.S. Dollar, resulting in gains that exceeded the previously recorded losses.

Excluding the effects of the currency gains/losses, other multi-line business produced a pre-tax underwriting gain of $32
million in 2008 compared to $435 million in 2007. Pre-tax underwriting results in 2008 included approximately $435 million of
estimated catastrophe losses from Hurricanes Gustav and Ike. There were no significant catastrophe losses in 2007, which also
benefited from relatively low property loss ratios and favorable loss experience on workers’ compensation business.

Other multi-line premiums earned in 2007 were relatively unchanged from 2006, reflecting significant increases in
property business and significant decreases in casualty excess reinsurance. In addition, as of the beginning of 2007, the
management of certain workers’ compensation business was transferred to the Berkshire Hathaway Primary Group and the
related underwriting results have been excluded from BHRG since that date.

In December 2007, BHRG formed a monoline financial guarantee insurance company, Berkshire Hathaway Assurance
Corporation (“BHAC”). BHAC commenced operations during the first quarter of 2008 and is licensed in 49 states. As of
December 31, 2008, BHAC had approximately $1 billion in capital and has received the highest rating available from two credit
rating agencies. BHRG is pursuing opportunities to write financial guarantee insurance on municipal bonds. In its first year of
operation, BHAC produced $595 million of written premiums. The impact of this new business on 2008 underwriting results
was minimal, since the coverage periods related to the insured bonds extend over 40 years into the future.

In January 2009, BHRG agreed to cover certain Swiss Re entities for adverse loss development of its property and casualty
loss reserves up to 5 billion Swiss Francs in excess of its December 31, 2008 loss reserves less 2 billion Swiss Francs. BHRG
will receive a premium of 2 billion Swiss Francs for providing this coverage.
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Management’s Discussion (Continued)

Insurance—Underwriting (Continued)

Berkshire Hathaway Primary Group

Berkshire’s primary insurance group consists of a wide variety of independently managed insurance businesses that
principally write liability coverages for commercial accounts. These businesses include: Medical Protective Corporation
(“MedPro”), a provider of professional liability insurance to physicians, dentists and other healthcare providers; National
Indemnity Company’s primary group operation (“NICO Primary Group”), a writer of commercial motor vehicle and general
liability coverages; U.S. Investment Corporation, whose subsidiaries underwrite specialty insurance coverages; a group of
companies referred to internally as “Homestate” operations, providers of standard commercial multi-line insurance; Central
States Indemnity Company, a provider of credit and disability insurance to individuals nationwide through financial institutions;
Applied Underwriters, a provider of integrated workers’ compensation solutions; and BoatU.S., (acquired in August 2007)
which writes insurance for owners of boats and small watercraft.

Earned premiums by the primary insurance businesses were $1,950 million in 2008, $1,999 million in 2007 and $1,858
million in 2006. Roughly 33% of the premiums earned in each year were from MedPro. In 2008, premiums earned by the NICO
Primary Group declined by approximately 30%, which was partially offset by increased premiums earned from the Homestate
operations and BoatU.S. Pre-tax underwriting gains as percentages of premiums earned were approximately 11% in 2008, 14%
in 2007 and 18% in 2006. The decline in underwriting gains in 2008 from 2007 reflected declines in underwriting gains from
the NICO Primary Group and Homestate operations, which were primarily due to less favorable loss reserve development of
prior years’ occurrences as well as relatively higher losses for current year occurrences.

Insurance—Investment Income

A summary of the net investment income of Berkshire’s insurance operations for the past three years follows. Amounts are in
millions.

2008 2007 2006

Investment income before income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,722 $4,758 $4,316
Income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,225 1,248 1,196

Investment income after income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,497 $3,510 $3,120

Investment income consists of interest earned on cash equivalents and fixed maturity investments and dividends earned on
equity investments. Pre-tax investment income earned in 2008 was relatively unchanged from 2007. Investment income earned
in 2007 increased $442 million (10%) over 2006. The increase in 2007 over 2006 reflected increased invested assets, higher
short-term interest rates in the United States and increased dividend rates on certain equity investments.

In 2008, dividend income increased $534 million, reflecting increased investments in equity securities and increased
dividend rates with respect to certain securities. The increase in dividends earned was offset by a decline in interest earned,
reflecting lower levels of related fixed maturity investments and generally lower interest rates applicable to cash equivalents and
short-term investments. In October 2008, Berkshire subsidiaries acquired the Wrigley, Goldman Sachs and General Electric
securities for an aggregate cost of $14.5 billion. See Note 5 to the Consolidated Financial Statements. Interest and dividends
from these securities will be approximately $1.4 billion per annum, which is substantially greater than earnings currently
expected from short-term investments.
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Management’s Discussion (Continued)

Insurance—Investment Income (Continued)

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

2008 2007 2006

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18,845 $ 28,257 $ 34,590
Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,892 74,681* 61,168*
Fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,932 27,922 25,272
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,535* — —

$116,204 $130,860 $121,030

* Other investments include the investments in Wrigley, Goldman Sachs and General Electric as well as investments in
Burlington Northern and Moody’s, which as of December 31, 2008 are accounted for under the equity method. In 2007 and
2006, investments in Burlington Northern and Moody’s are included in equity securities.

Fixed maturity investments as of December 31, 2008 were as follows. Amounts are in millions.

Amortized
cost

Unrealized
gains/losses

Fair
value

U.S. Treasury, government corporations and agencies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,100 $ 121 $ 2,221
States, municipalities and political subdivisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,065 237 3,302
Foreign governments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,066 284 9,350
Corporate bonds and redeemable preferred stocks, investment grade . . . . . . . . . . . . . . . . . . . . 4,826 68 4,894
Corporate bonds and redeemable preferred stocks, non-investment grade . . . . . . . . . . . . . . . . . 5,392 (1,195) 4,197
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,986 (18) 2,968

$27,435 $ (503) $26,932

All U.S. government obligations are rated AAA by the major rating agencies and approximately 90% of all state, municipal
and political subdivisions, foreign government obligations and mortgage-backed securities were rated AA or higher.
Non-investment grade securities represent securities that are rated below BBB- or Baa3.

Invested assets derive from shareholder capital and reinvested earnings as well as net liabilities 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 approximated $58 billion at December 31, 2008, $59 billion at December 31, 2007 and $51 billion at
December 31, 2006. The increase in float in 2007 was principally due to the Equitas reinsurance transaction. The cost of float,
as represented by the ratio of underwriting gain or loss to average float, was negative for the last three years, as Berkshire’s
insurance businesses generated underwriting gains in each year.
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Management’s Discussion (Continued)

Utilities and Energy (“MidAmerican”)

Revenues and earnings of MidAmerican for each of the past three years are summarized below. Amounts are in millions.

Revenues Earnings

2008 2007 2006 2008 2007 2006

MidAmerican Energy Company . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,742 $ 4,325 $ 3,519 $ 425 $ 412 $ 348
PacifiCorp . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,558 4,319 2,971 703 692 356
Natural gas pipelines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,221 1,088 972 595 473 376
U.K. utilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,001 1,114 961 339 337 338
Real estate brokerage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,147 1,511 1,724 (45) 42 74
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,302 271 497 1,278 130 245

$13,971 $12,628 $10,644

Earnings before corporate interest and taxes . . . . . . . . . . . . . . . . 3,295 2,086 1,737
Interest, other than to Berkshire . . . . . . . . . . . . . . . . . . . . . . . . . . (332) (312) (261)
Interest on Berkshire junior debt . . . . . . . . . . . . . . . . . . . . . . . . . . (111) (108) (134)
Income taxes and minority interests ** . . . . . . . . . . . . . . . . . . . . . (1,002) (477) (426)

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,850 $ 1,189 $ 916

Earnings applicable to Berkshire * . . . . . . . . . . . . . . . . . . . . . . . . $ 1,704 $ 1,114 $ 885
Debt owed to others at December 31 . . . . . . . . . . . . . . . . . . . . . . 19,145 19,002 16,946
Debt owed to Berkshire at December 31 . . . . . . . . . . . . . . . . . . . 1,087 821 1,055

* Includes interest earned by Berkshire (net of related income taxes).

** Net of $58 million deferred income tax benefit in 2007 as a result of the reduction in the United Kingdom corporate income
tax rate from 30% to 28% which was enacted during the third quarter of 2007 and became effective in 2008.

Berkshire currently owns an 88.2% (87.4% diluted) interest in MidAmerican Energy Holdings Company
(“MidAmerican”), an international energy company. MidAmerican’s domestic regulated energy interests are comprised of two
regulated utility companies (MidAmerican Energy Company (“MEC”) and PacifiCorp) serving over 3 million retail customers
and two interstate natural gas pipeline companies (Northern Natural Gas and Kern River) with approximately 17,000 miles of
pipeline in operation and design capacity of about 7.0 billion cubic feet of natural gas per day. In the United Kingdom (“U.K.”),
electricity distribution subsidiaries serve about 3.8 million electricity end users. The rates that MidAmerican’s utilities,
electricity distribution and natural gas pipeline businesses may charge customers for energy and other services are generally
subject to regulatory approval. Rates are based in large part on the costs of business operations, including a return on capital. To
the extent these operations are not allowed to include such costs in the approved rates, operating results will be adversely
affected. In addition, MidAmerican’s other businesses include a diversified portfolio of independent power projects and the
second-largest residential real estate brokerage firm in the United States.

MEC’s revenues in 2008 increased $417 million (10%) over 2007. The increase reflects (1) increased regulated natural gas
revenues from cost based price increases that are largely passed on to customers, (2) increased non-regulated gas revenues due
primarily to higher prices and, to a lesser degree, increased volume and (3) increased wholesale regulated electricity revenues
driven by volume increases. Earnings before corporate interest and income taxes (“EBIT”) of MEC in 2008 increased $13
million (3%) versus 2007, resulting primarily from higher operating margins on wholesale regulated electricity and slightly
higher margins from regulated gas sales, partially offset by increased interest expense and lower miscellaneous income.

PacifiCorp’s revenues in 2008 increased $239 million (6%) over 2007. The increase was primarily related to higher retail
revenues due to regulator approved rate increases as well as increased customer growth and usage. PacifiCorp’s EBIT in 2008
increased $11 million (2%) versus 2007, as higher revenues were substantially offset by increased fuel costs and interest
expense.
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Management’s Discussion (Continued)

Utilities and Energy (“MidAmerican”) (Continued)

Natural gas pipelines revenues in 2008 increased $133 million (12%) over 2007. The increase reflected increased
transportation revenue as a result of stronger market conditions in the Northern Natural Gas system, the impact of system
expansion projects and changes related to the Kern River system current rate proceeding. EBIT in 2008 of the gas pipeline
businesses increased $122 million (26%) over 2007. The increase in EBIT reflects the impact of increased revenues.

U.K. utility revenues in 2008 declined $113 million (10%) versus 2007 primarily from the effect of the significant
strengthening of the U.S. Dollar versus the U.K. Pound Sterling over the second half of 2008. EBIT in 2008 was relatively
unchanged from 2007 as the revenue decline was offset primarily by lower operating costs and interest expense.

Real estate brokerage revenues in 2008 declined $364 million (24%) compared to 2007 due to significant declines in
transaction volume as well as lower average home sales prices. Real estate brokerage activities generated a loss before interest
and taxes of $45 million in 2008 versus EBIT of $42 million in 2007. The loss in 2008 reflected the continuing weak U.S.
housing markets.

In the fourth quarter of 2008, EBIT from other activities included a gain of $917 million from MidAmerican’s investments
in Constellation Energy as well as a fee of $175 million received as a result of the termination of the planned acquisition of
Constellation Energy. EBIT from other activities in 2006 included gains of $117 million primarily from the disposal of equity
securities. There were no significant securities gains in 2007.

MEC’s revenues in 2007 increased $806 million (23%) over 2006. MEC’s non-regulated energy sales in 2007 exceeded
2006 by $597 million primarily due to improved market opportunities. MEC’s regulated wholesale and retail electricity sales in
2007 exceeded 2006 by $155 million, which reflected the impact of new generating assets and improved opportunities in
wholesale markets as well as higher retail demand due to warmer temperatures and increases in the number of retail customers.
EBIT of MEC in 2007 increased $64 million (18%), reflecting the margins on the increases in regulated and non-regulated
energy sales, partially offset by higher facilities operating and maintenance costs.

PacifiCorp’s revenues in 2007 increased $1,348 million (45%) and EBIT increased $336 million (94%) versus 2006.
Revenues and EBIT of PacifiCorp for 2006 are included beginning as of the acquisition date (March 21, 2006). In 2007,
PacifiCorp’s revenues and EBIT were favorably impacted by regulatory-approved rate increases and higher customer usage in
retail markets, as well as increased margins on wholesale electricity sales, partially offset by higher fuel and purchased power
costs.

Revenues from natural gas pipelines in 2007 increased $116 million (12%) over 2006 due primarily to favorable market
conditions and because revenues in 2006 reflected the impact of estimated rate case refunds to customers. EBIT in 2007 from
natural gas pipelines increased $97 million (26%) over 2006 mainly due to comparatively higher revenue and lower
depreciation due to expected changes in depreciation rates in connection with a current rate proceeding.

Revenues from U.K. utilities in 2007 increased over the comparable 2006 period primarily attributable to the strengthening
of the U.K. Pound Sterling versus the U.S. Dollar as well as higher gas production and electricity distribution revenues. EBIT
from the U.K. utilities in 2007 was essentially unchanged compared to 2006 as higher maintenance and depreciation costs and
the write-off of unsuccessful gas exploration costs offset the impact of higher revenues.

Revenues and EBIT in 2007 from real estate brokerage declined 12% and 43%, respectively, compared to 2006, primarily
due to significantly lower transaction volume as a result of the slowdown in U.S. residential real estate activity.
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Management’s Discussion (Continued)

Manufacturing, Service and Retailing

A summary of revenues and earnings of Berkshire’s manufacturing, service and retailing businesses for each of the past
three years follows. Amounts are in millions.

Revenues Earnings

2008 2007 2006 2008 2007 2006

Marmon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,529 $ — $ — $ 733 $ — $ —
McLane Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,852 28,079 25,693 276 232 229
Shaw Industries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,052 5,373 5,834 205 436 594
Other manufacturing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,127 14,459 11,988 1,675 2,037 1,756
Other service * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,435 7,792 5,811 971 968 658
Retailing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,104 3,397 3,334 163 274 289

$66,099 $59,100 $52,660

Pre-tax earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,023 $3,947 $3,526
Income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . 1,740 1,594 1,395

$2,283 $2,353 $2,131

* Management evaluates the results of NetJets using accounting standards for recognition of revenue and planned major
maintenance expenses that were generally accepted when Berkshire acquired NetJets but are no longer acceptable due to
subsequent changes adopted by the FASB. Revenues and pre-tax earnings for the other service businesses shown above
reflect these prior revenue and expense recognition methods. Revenues shown above exceeded the amounts reported in
Berkshire’s Consolidated Financial Statements by $130 million in 2008, $709 million in 2007 and $781 million in 2006.
Pre-tax earnings in this table exceeded (was less than) the amounts included in the Consolidated Financial Statements by ($4
million) in 2008, $48 million in 2007 and $79 million in 2006.

Marmon

Berkshire acquired a 60% interest in Marmon Holdings, Inc. (“Marmon”) on March 18, 2008. During the second quarter of
2008, Berkshire acquired additional shares and currently has a 63.6% interest. Marmon’s operating results are included in
Berkshire’s consolidated results and in the preceding table from the date of the initial acquisition. Marmon consists of
approximately 130 manufacturing and service businesses that operate independently within 11 diverse business sectors. See
Note 2 to the Consolidated Financial Statements for an additional description of Marmon’s operations. For the twelve months
ending December 31, 2008, Marmon’s consolidated revenues and operating income were $6,960 million and $977 million,
respectively, compared to $6,934 million and $946 million, respectively in 2007.

McLane Company

McLane Company, Inc., (“McLane”) is a wholesale distributor of grocery and non-food products to retailers, convenience
stores and restaurants. McLane’s business is marked by high sales volume and very low profit margins. McLane’s revenues of
$29,852 million in 2008 increased $1,773 million (6%) compared to 2007 which increased $2,386 million (9%) compared to
2006. The revenue increases in both 2008 and 2007 reflected additional grocery and foodservice customers as well as
manufacturer price increases and state excise tax increases.

Pre-tax earnings in 2008 increased $44 million over 2007, which was relatively unchanged from 2006. The increase in
2008 reflected the increased sales and to a lesser degree a slight increase in gross margins. The gross margin rate was 5.91% in
2008 compared to 5.79% in 2007. The comparative increase in the gross margin rate reflected price changes related to certain
categories of grocery products and the impact of a heavy liquids sales surcharge. Operating expenses in 2008 as a percentage of
revenues were relatively unchanged compared to 2007. Approximately one-third of McLane’s annual revenues are from
Wal-Mart. A curtailment of purchasing by Wal-Mart could have a material adverse impact on McLane’s earnings.

Shaw Industries

Shaw Industries (“Shaw”) is the world’s largest manufacturer of tufted broadloom carpets and is a full-service flooring
company. Shaw revenues of $5,052 million in 2008 declined $321 million (6%) compared to 2007. The revenue decrease was
primarily due to a reduction in year-to-date residential carpet sales volume, partially offset by higher average selling prices and

38

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



Management’s Discussion (Continued)

Manufacturing, Service and Retailing (Continued)

Shaw Industries (Continued)

revenues from recent acquisitions. The decrease in residential carpet volume in 2008 reflected the significant downturn in
residential real estate activity that began in 2006 and was exacerbated by the credit crises during 2007 and 2008.

In 2008, pre-tax earnings declined $231 million (53%) to $205 million. The decline was attributable to both lower sales
volume and higher product costs. Increases in petrochemical based raw material costs along with reduced manufacturing
efficiencies caused the product cost increase. The gross margin rate for 2008 was approximately 3 percentage points lower as
compared to 2007. Pre-tax earnings in 2008 also included $52 million of charges in the fourth quarter related to asset
writedowns and plant closure costs. To offset the impact of rising raw material and production costs, Shaw instituted multiple
sales price increases in 2008 and closed certain manufacturing facilities. Management expects residential real estate activity
and, as a result, Shaw’s sales volume to remain weak during 2009.

Revenues of $5,373 million in 2007 declined $461 million (8%) compared to 2006. In 2007, carpet volume decreased 10%
versus 2006 due to lower sales in residential markets, partially offset by a modest increase in commercial market volume. In
2007, pre-tax earnings decreased $158 million (27%) compared to 2006. The decline reflects the aforementioned lower sales
volume and higher product costs. These factors combined to produce declines in gross margin dollars in 2007 of approximately
17% versus 2006. Selling, general and administrative costs in 2007 declined approximately 6% compared with 2006, reflecting
lower sales volume and expense control efforts.

Other manufacturing

Berkshire’s other manufacturing businesses include a wide array of businesses. Included in this group are several
manufacturers of building products (Acme Building Brands, Benjamin Moore, Johns Manville and MiTek) and apparel (led by
Fruit of the Loom which includes the Russell athletic apparel and sporting goods business and the Vanity Fair Brands women’s
intimate apparel business). Also included in this group are Forest River, a leading manufacturer of leisure vehicles, CTB
International (“CTB”), a manufacturer of equipment for the livestock and agricultural industries and ISCAR Metalworking
Companies (“IMC”), an industry leader in the metal cutting tools business with operations worldwide. There are also numerous
other manufacturers of consumer and commercial products in this diverse group.

Revenues of other manufacturing businesses in 2008 of $14,127 million declined $332 million (2%) versus 2007. The most
significant declines were from Forest River, the building products businesses and the apparel businesses. These were somewhat
offset by increased revenues from IMC and from Richline, a jewelry manufacturer acquired during the second half of 2007.
Pre-tax earnings of other manufacturing businesses of $1,675 million in 2008, declined $362 million (18%) versus 2007. Pre-tax
earnings declined or were flat in nearly all of Berkshire’s other manufacturing operations with the exception of IMC. Pre-tax
earnings from Forest River declined 56%, due to lower sales volume. Pre-tax earnings from apparel declined 34%, primarily
due to lower sales volume and costs incurred to consolidate certain operations of Russell and Vanity Fair Brands. Pre-tax
earnings from building products declined 28%, as a result of lower sales volumes and decreased manufacturing efficiencies as a
consequence of the housing and credit crises.

Revenues in 2007 from other manufacturing activities were $14,459 million, an increase of $2,471 million (21%) over
2006. The comparative increase was primarily attributable to the businesses acquired since mid-2006 as well as a significant
increase from CTB. Revenues from the building products businesses declined $292 million in 2007 as demand was negatively
affected by the slowdown in housing construction activity. Pre-tax earnings were $2,037 million in 2007, an increase of $281
million (16%) over 2006. The increases were primarily due to full-year inclusion in 2007 of IMC and increased earnings of
CTB, partially offset by a 22% decline in earnings of the building products businesses.

Other service

Berkshire’s other service businesses include NetJets, the world’s leading provider of fractional ownership programs for
general aviation aircraft, and FlightSafety, a provider of high technology training to operators of aircraft. Among the other
businesses included in this group are: TTI, a leading electronic components distributor (acquired March 2007); Business Wire, a
leading distributor of corporate news, multimedia and regulatory filings; The Pampered Chef, a direct seller of high quality
kitchen tools; International Dairy Queen, a licensor and service provider to about 5,700 stores that offer prepared dairy treats
and food; The Buffalo News, a publisher of a daily and Sunday newspaper; and businesses that provide management and other
services to insurance companies.
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Other service (Continued)

In 2008, revenues of the group were $8,435 million, an increase of $643 million (8%) over 2007. The inclusion of twelve
months of revenues from TTI in 2008 versus nine months in 2007 accounted for over 80% of the revenue increase. Excluding the
impact of TTI, other service revenues in 2008 increased 2% over 2007.

Pre-tax earnings of $971 million in 2008, were relatively unchanged from 2007. The impact from the TTI acquisition and
increased earnings of FlightSafety was offset by lower earnings from NetJets and Pampered Chef. In the fourth quarter of 2008,
NetJets, and to a lesser degree Pampered Chef, experienced a significant reduction in revenue as general economic conditions
worsened. This resulted in lower customer usage and demand which negatively affected operating margins. In addition, NetJets
incurred charges of $54 million to writedown the aircraft fleet.

Revenues from the other service businesses in 2007 increased $1,981 million (34%) and pre-tax earnings increased $310
million (47%) as compared to 2006. The increase in revenues and pre-tax earnings in 2007 versus 2006 was attributable to the
impact of business acquisitions (primarily TTI and Business Wire) as well as increased revenues and pre-tax earnings from
FlightSafety and NetJets. Both of these businesses benefited in 2007 from higher equipment (simulators and aircraft) utilization
rates and from increased customer demand.

Retailing

Berkshire’s retailing operations consist of four home furnishings (Nebraska Furniture Mart, R.C. Willey, Star Furniture and
Jordan’s) and three jewelry (Borsheims, Helzberg and Ben Bridge) retailers. See’s Candies is also included in this group. Retailing
revenues were $3,104 million in 2008, a decrease of $293 million (9%) versus 2007. Pre-tax earnings of $163 million in 2008 declined
$111 million (41%) compared to 2007. Seven of the eight retail operations experienced revenue declines and all eight of these
operations had declines in earnings compared to 2007. During the first nine months of 2008, as the impact of the economic recession in
the U.S. worsened, consumer spending declined. In the fourth quarter of 2008, the decline accelerated and conditions for most retailers
throughout the U.S. deteriorated. Fourth quarter of 2008 revenues and pre-tax earnings of Berkshire’s retailers declined 17% and 33%,
respectively, versus the fourth quarter of 2007.

Finance and Financial Products

A summary of revenues and earnings from Berkshire’s finance and financial products businesses follows. Amounts are in
millions.

Revenues Earnings

2008 2007 2006 2008 2007 2006

Manufactured housing and finance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,560 $3,665 $3,570 $206 $ 526 $ 513
Furniture/transportation equipment leasing . . . . . . . . . . . . . . . . . . . . . . . . . 773 810 880 87 111 182
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 614 644 674 494 369 462

$4,947 $5,119 $5,124

Pre-tax earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 787 1,006 1,157
Income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 308 374 425

$479 $ 632 $ 732

Revenues from manufactured housing and finance activities (Clayton Homes) in 2008 decreased $105 million (3%) from
2007. The decrease included a 9% decline from home sales, reflecting declines in units sold and average selling prices. In
addition, revenues in 2007 included approximately $90 million from the housing communities division which was sold in the
first quarter of 2008. Partially offsetting these declines was an increase in interest income from installment loans. The increase
in interest income reflects higher average installment loan balances in 2008 versus 2007. Installment loan balances were
approximately $12.6 billion as of December 31, 2008, an increase of approximately $1.5 billion since December 31, 2007. The
increase was principally due to loan portfolio acquisitions.

Pre-tax earnings of Clayton Homes in 2008 declined $320 million (61%) from 2007. Pre-tax earnings in 2008 included a
$125 million increase in the provision for estimated loan losses due to changes in loan collection and recovery assumptions,
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$25 million of losses arising from Hurricanes Gustav and Ike and $38 million from asset writedowns and plant closure costs.
Pre-tax earnings in 2008 also reflected the impact of lower home sales and higher interest expense from increased borrowings and
an increase in interest rates. Partially offsetting these declines was a $22 million gain from the sale of the housing community
division in the first quarter of 2008.

Revenues and pre-tax earnings from furniture and transportation equipment leasing activities in 2008 declined $37 million
(5%) and $24 million (22%), respectively, compared to 2007. The declines primarily reflected lower rental income driven by
relatively low utilization rates for over-the-road trailer and storage units, partially offset by the impact of a small furniture rental
business acquisition in 2008. Significant cost components of this business are fixed (depreciation and facility expenses), so
earnings declined disproportionately to revenues. Revenues and pre-tax earnings for 2007 decreased $70 million (8%) and $71
million (39%), respectively, as compared to 2006, primarily for the reasons previously stated.

Earnings from other finance business activities consisted primarily of interest income earned on fixed maturity investments
and from a small portfolio of commercial real estate loans. Pre-tax earnings in 2007 reflected a charge of approximately $67
million from the adverse effects of changes in mortality assumptions on certain life annuity contract liabilities. In 2006, pre-tax
earnings included income of $67 million from an equity purchase commitment fee.

Investment and Derivative Gains/Losses

A summary of investment and derivative gains and losses follows. Amounts are in millions.

2008 2007 2006

Investment gains/losses from -
Sales and other disposals of investments -

Insurance and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 912 $5,308 $1,782
Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 187 6

Other-than-temporary impairments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,813) — (142)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 255 103 165

(640) 5,598 1,811

Derivative gains/losses from -
Credit default contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,774) 127 525
Equity index put option contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,028) (283) 64
Other derivative contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19) 67 235

(6,821) (89) 824

Gains/losses before income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,461) 5,509 2,635
Income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,816) 1,930 926

Net gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(4,645) $3,579 $1,709

Investment gains or losses are recognized upon the sales of investments, recognition of non-cash other-than-
temporary-impairment losses or as otherwise required under GAAP. The timing of realized gains or losses from sales can have a
material effect on periodic earnings. However, such gains or losses usually have little, if any, impact on total shareholders’
equity because most equity and fixed maturity investments are carried at fair value with any unrealized gain or loss included as
a component of accumulated other comprehensive income. The other-than-temporary-impairment losses recorded in 2008 were
primarily attributable to investments in certain equity securities. Berkshire considers several factors in determining impairment
losses including the current and expected long-term business prospects of the issuer, the length of time and relative magnitude
of the price decline and its ability and intent to hold the investment until the price recovers.

Derivative gains/losses in 2008 primarily represented the non-cash changes in fair value of credit default and equity index
put option contracts. Changes in the fair values of these contracts are reflected in earnings and can be significant, reflecting the
volatility of equity and credit markets. Management does not view the periodic gains or losses from the changes in fair value as
meaningful given the long-term nature of these contracts and the volatile nature of equity and credit markets over short periods
of time. Therefore, the ultimate amount of cash basis gains or losses may not be known for years.
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Investment and Derivative Gains/Losses (Continued)

Losses from credit default contracts in 2008 derived primarily from valuation increases due to significant widening of
credit default spreads during the fourth quarter of 2008 with respect to the non-investment grade issuers included in the high
yield index contracts and the credit default spreads of certain states and municipalities. The estimated fair value of credit default
contracts at December 31, 2008 was $4.1 billion, an increase of $2.3 billion from December 31, 2007. The year-to-date increase
included fair value pre-tax losses of $1.8 billion and premiums from contracts entered into in 2008 of $633 million, partially
offset by loss payments of $152 million. In January 2009, there were defaults by six companies included in the high yield
indexes. Estimated payments in the first quarter of 2009 related to these defaults are expected to be approximately $750 million.

The estimated fair value of equity index put option contracts at December 31, 2008 was $10.0 billion, an increase of
approximately $5.4 billion from December 31, 2007 and an increase of $3.3 billion from September 30, 2008. The year-to-date
increase included pre-tax losses of $5.0 billion due to changes in fair values and premiums from new contracts. There have been
no loss payments under equity index put option contracts. Berkshire’s losses from equity index put option contracts in 2008
reflected index value declines of between 30% and 45% in 2008 across the four indexes. During the fourth quarter of 2008 these
indexes declined between 10% and 22%. These contracts expire beginning in 2019 with the last expiration in 2028. Any loss
payments under these contracts will be based on the net decline in the underlying index below the strike price in each contract as
of the expiration date of the contract.

Financial Condition

Berkshire’s balance sheet continues to reflect significant liquidity. Consolidated cash and invested assets, excluding assets
of utilities and energy and finance and financial products businesses, was approximately $122.0 billion at December 31, 2008
(including cash and cash equivalents of $24.3 billion) and $141.2 billion at December 31, 2007 (including cash and cash
equivalents of $37.7 billion). Berkshire’s invested assets are held predominantly in its insurance businesses. The decline in cash
and invested assets is primarily due to a significant reduction in the carrying amount of equity securities resulting from the
worldwide economic crisis.

Berkshire acquired a 60% interest in Marmon Holdings, Inc. (“Marmon”) for $4.5 billion on March 18, 2008. In the second
quarter of 2008, Berkshire acquired additional shares and currently owns 63.6% of Marmon. Berkshire has agreed to acquire the
remaining minority shareholders’ interests in Marmon between 2011 and 2014 for consideration based on Marmon’s future
earnings.

During the fourth quarter of 2008, Berkshire invested $6.5 billion in subordinated notes and preferred stock of the Wm.
Wrigley, Jr. Company in connection with Mars, Incorporated’s acquisition of that entity. In addition, Berkshire invested
$5 billion in Goldman Sachs perpetual preferred stock and common stock warrants and $3 billion in General Electric Company
perpetual preferred stock and common stock warrants. These investments were funded with available cash.

Notes payable and other borrowings of the insurance and other businesses were $4.3 billion (includes about $2.3 billion issued
or guaranteed by Berkshire Hathaway Inc.) at December 31, 2008, an increase of $1.7 billion from December 31, 2007, primarily
due to increases in short-term borrowings (principally NetJets) and debt of businesses acquired in 2008, (principally Marmon).

MidAmerican’s capital expenditures were $3.9 billion in 2008 and are forecasted to be approximately $3.3 billion in 2009.
MidAmerican expects to fund these capital expenditures with cash flows from operations and debt proceeds. Certain of its
borrowings are secured by certain assets of its regulated utility subsidiaries. Notes payable and other borrowings of
MidAmerican maturing in 2009 are $1.26 billion with an additional $1.26 billion due before the end of 2011. Berkshire has
committed until February 28, 2011 to provide up to $3.5 billion of additional capital to MidAmerican to permit the repayment of
its debt obligations or to fund MidAmerican’s regulated utility subsidiaries. Berkshire has not and does not intend to guarantee
the repayment of debt by MidAmerican or any of its subsidiaries.

Assets of the finance and financial products businesses as of December 31, 2008 and 2007 consisted primarily of loans and
finance receivables, fixed maturity securities and cash and cash equivalents. Liabilities were $30.7 billion as of December 31,
2008 and $22.0 billion at December 31, 2007. The increase from 2007 primarily relates to an increase of $7.7 billion in
derivative contract liabilities (see Note 11 to the Consolidated Financial Statements and the preceding section of Management’s
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Discussion for additional information). As of December 31, 2008, notes payable and other borrowings of $13.4 billion included
$10.8 billion of medium-term notes issued by BHFC. During 2008, BHFC issued debt of $5.0 billion and repaid $3.1 billion of
notes. BHFC notes are guaranteed by Berkshire and mature at various dates extending through 2018. The proceeds from these
notes were used to finance originated and acquired loans of Clayton Homes.

During 2008, credit markets became increasingly restricted as a consequence of the ongoing worldwide credit crisis. As a
result, the availability of credit to corporations has declined significantly and interest rates for new issues increased relative to
government obligations, even for companies with strong credit histories and ratings. Although management believes that the
credit crisis is temporary and that Berkshire has ample liquidity and capital to withstand these conditions, restricted access to
credit markets over longer periods could have a significant negative impact on operations, particularly the utilities and energy
business and certain finance and financial products operations. Management believes that it currently maintains ample liquidity
to cover its contractual obligations and provide for contingent liquidity needs.

During 2008, Berkshire’s consolidated shareholders’ equity declined from $120.7 billion at the end of 2007 to
$109.3 billion at December 31, 2008. This reduction was largely due to significant price declines in Berkshire’s equity
investments and an increase in the fair value of the liabilities arising from Berkshire’s equity index put option contracts. The
worldwide economic crisis has continued during the first part of 2009 and prices of Berkshire’s equity investments have
declined further and the fair values of liabilities arising from equity index put option contracts have increased further. Berkshire
estimates that its consolidated shareholders’ equity has been reduced by approximately $8 billion since the end of 2008.

Contractual Obligations

Berkshire and its subsidiaries have contractual obligations which will result in cash payments to counterparties in future
periods. Contractual obligations arise under financing and other agreements, which are reflected in the Consolidated Financial
Statements and other long-term contracts to acquire goods or services in the future, which are not currently reflected in the
financial statements. Such obligations, including future minimum rentals under operating leases, will be reflected in future
periods as the goods are delivered or services provided. Amounts due as of the balance sheet date for purchases where the goods
and services have been received and a liability incurred are not included to the extent that such amounts are due within one year
of the balance sheet date.

Contractual obligations for unpaid losses and loss adjustment expenses arising under property and casualty insurance
contracts are estimates. The timing and amount of such payments are contingent upon the outcome of claim settlement activities
that will occur over many years. The amounts presented in the following table have been estimated based upon past claim
settlement activities and therefore are subject to significant estimation error. The factors affecting the ultimate amount of claims
are discussed in the following section regarding Berkshire’s critical accounting policies. In addition, certain losses and loss
adjustment expenses for property and casualty loss reserves are ceded to others under reinsurance contracts and therefore are
recoverable. Such recoverables are not reflected in the table.

A summary of contractual obligations as of December 31, 2008 follows. Amounts are in millions.

Estimated payments due by period

Total 2009 2010-2011 2012-2013 After 2013

Notes payable and other borrowings (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 59,865 $ 5,733 $ 8,590 $10,131 $35,411
Operating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,115 583 889 587 1,056
Purchase obligations (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,282 6,552 6,885 4,673 7,172
Unpaid losses and loss expenses (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,236 12,831 14,317 8,179 23,909
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,512 4,473 3,196 2,700 22,143

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $180,010 $30,172 $33,877 $26,270 $89,691

(1) Includes interest.

(2) Principally relates to future aircraft, coal, electricity and natural gas purchases.

(3) Before reserve discounts of $2,616 million.
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Critical Accounting Policies

Certain accounting policies require management to make estimates and judgments concerning transactions that will be
settled several years in the future. Amounts recognized in the financial statements from such estimates are necessarily based on
numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. Accordingly, the
amounts currently reflected in the financial statements will likely increase or decrease in the future as additional information
becomes available.

Property and casualty losses

A summary of Berkshire’s consolidated liabilities for unpaid property and casualty losses is presented in the table below.
Except for certain workers’ compensation reserves, liabilities for unpaid property and casualty losses (referred to in this section
as “gross unpaid losses”) are reflected in the Consolidated Balance Sheets without discounting for time value, regardless of the
length of the claim-tail. Amounts are in millions.

Gross unpaid losses Net unpaid losses *

Dec. 31, 2008 Dec. 31, 2007 Dec. 31, 2008 Dec. 31, 2007

GEICO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,336 $ 6,642 $ 7,012 $ 6,341
General Re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,241 19,831 17,235 17,651
BHRG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,179 24,894 21,386 20,223
Berkshire Hathaway Primary Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,864 4,635 4,470 4,127

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $56,620 $56,002 $50,103 $48,342

* Net of reinsurance recoverable and deferred charges reinsurance assumed and before foreign currency translation effects.

Berkshire records liabilities for unpaid losses and loss adjustment expenses under property and casualty insurance and
reinsurance contracts based upon estimates of the ultimate amounts payable under the contracts with respect to losses occurring
on or before the balance sheet date. The timing and amount of loss payments is subject to a great degree of variability and is
contingent upon, among other things, the timing of claim reporting from insureds and cedants and the determination of the
ultimate amount through the loss adjustment process. A variety of techniques are used in establishing the liabilities for unpaid
losses. Regardless of the techniques used, significant judgments and assumptions are necessary in projecting the ultimate
amounts payable in the future. As a result, uncertainties are imbedded in and permeate the actuarial loss reserving techniques
and processes used.

As of any balance sheet date, not all claims that have occurred have been reported and not all reported claims have been
settled. Loss and loss adjustment expense reserves include provisions for reported claims (referred to as “case reserves”) and for
claims that have not been reported (referred to as incurred but not yet reported (“IBNR”) reserves). The time period between the
loss occurrence date and settlement payment date is referred to as the “claim-tail.” Property claims usually have fairly short
claim-tails and, absent litigation, are reported and settled within a few years of occurrence. Casualty losses usually have very
long claim-tails, occasionally extending for decades. Casualty claims are more susceptible to litigation and can be significantly
affected by changing contract interpretations. The legal environment further contributes to extending claim-tails.

Receivables are recorded with respect to losses ceded to other reinsurers and are estimated in a manner similar to liabilities
for insurance losses. In addition to the factors cited above, reinsurance recoverables may ultimately prove to be uncollectible if
the reinsurer is unable to perform under the contract. Reinsurance contracts do not relieve the ceding company of its obligations
to indemnify its own policyholders.

Berkshire’s insurance businesses utilize loss reserving techniques that are believed to best fit the particular business.
Additional information regarding reserving processes of the significant businesses (GEICO, General Re and BHRG) follows.

GEICO

GEICO’s gross unpaid losses and loss adjustment expense reserves as of December 31, 2008 were $7,336 million. As of
December 31, 2008, gross reserves included $5,265 million of reported average, case and case development reserves and $2,071
million of IBNR reserves.
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

GEICO (Continued)

GEICO predominantly writes private passenger auto insurance which has a relatively short claim-tail. The key assumptions
affecting GEICO’s reserves include projections of ultimate claim counts (“frequency”) and average loss per claim (“severity”),
which includes loss adjustment expenses.

GEICO’s reserving methodologies produce reserve estimates based upon the individual claims (or a “ground-up”
approach), which yields an aggregate estimate of the ultimate losses and loss adjustment expenses. Ranges of loss estimates are
not determined in the aggregate.

Actuaries establish and evaluate unpaid loss reserves using recognized standard actuarial loss development methods and
techniques. The significant reserve components (and percentage of gross reserves) are: (1) average reserves (20%), (2) case and
case development reserves (55%) and (3) IBNR reserves (25%). Each component of loss reserves is affected by the expected
frequency and average severity of claims. Such amounts are analyzed using statistical techniques on historical claims data and
adjusted when appropriate to reflect perceived changes in loss patterns. Data is analyzed by policy coverage, rated state,
reporting date and occurrence date, among other factors. A brief discussion of each reserve component follows.

Average reserve amounts are established for reported auto damage claims and new liability claims prior to the development
of an individual case reserve. The average reserves are established as a reasonable estimate for incurred claims for which claims
adjusters have insufficient time and information to make specific claim estimates and for a large number of minor physical
damage claims that are paid within a relatively short time after being reported. Average reserve amounts are driven by the
estimated average severity per claim and the number of new claims opened.

Claims adjusters generally establish individual liability claim case loss and loss adjustment expense reserve estimates as
soon as the specific facts and merits of each claim can be evaluated. Case reserves represent the amounts that in the judgment of
the adjusters are reasonably expected to be paid in the future to completely settle the claim, including expenses. Individual case
reserves are revised as more information becomes known.

For most liability coverages, case reserves alone are an insufficient measure of the ultimate cost due in part to the longer
claim-tail, the greater chance of protracted litigation and the incompleteness of facts available at the time the case reserve is
established. Therefore, additional case development reserve estimates are established, usually as a percentage of the case reserve.
As of December 31, 2008, case development reserves averaged approximately 20% of total established case reserves. In general,
case development factors are selected by a retrospective analysis of the overall adequacy of historical case reserves. Case
development factors are reviewed and revised periodically.

For unreported claims, IBNR reserve estimates are calculated by first projecting the ultimate number of claims expected
(reported and unreported) for each significant coverage by using historical quarterly and monthly claim counts to develop
age-to-age projections of the ultimate counts by accident quarter. Reported claims are subtracted from the ultimate claim
projections to produce an estimate of the number of unreported claims. The number of unreported claims is multiplied by an
estimate of the average cost per unreported claim to produce the IBNR reserve amount. Actuarial techniques are difficult to
apply reliably in certain situations, such as to new legal precedents, class action suits or recent catastrophes. Consequently,
supplemental IBNR reserves for these types of events may be established through the collaborative effort of actuarial, claims
and other management.

For each of its major coverages, GEICO tests the adequacy of the total loss reserves using one or more actuarial projections
based on claim closure models, paid loss triangles and incurred loss triangles. Each type of projection analyzes loss occurrence
data for claims occurring in a given period and projects the ultimate cost.

Loss reserve estimates recorded at the end of 2007 developed downward by approximately $205 million when reevaluated
at December 31, 2008 producing a corresponding increase to pre-tax earnings in 2008. These downward reserve developments
represented approximately 2% of earned premiums in 2008 and approximately 3% of the prior year-end reserve amount.
Reserving assumptions at December 31, 2008 were modified appropriately to reflect the most recent frequency and severity
results. Future reserve development will depend on whether frequency and severity turn out to be more or less than anticipated.

Within the automobile line of business the reserves with the most uncertainty are for liability coverages, due to the longer
claim-tails. Approximately 90% of GEICO’s reserves as of December 31, 2008 were for automobile liability, of which bodily
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

GEICO (Continued)

injury (“BI”) coverage accounted for approximately 55%. Management believes it is reasonably possible that the average BI
severity will change by at least one percentage point from the severity used. If actual BI severity changes one percentage point
from what was used in establishing the reserves, the reserves would develop up or down by approximately $112 million
resulting in a corresponding decrease or increase in pre-tax earnings. Many of the same economic forces that would likely cause
BI severity to be different from expected would likely also cause severities for other injury coverages to differ in the same
direction.

GEICO’s exposure to highly uncertain losses is believed to be limited to certain commercial excess umbrella policies
written during a period from 1981 to 1984. Remaining reserves associated with such exposure are currently a relatively
insignificant component of GEICO’s total reserves (approximately 2%) and there is minimal apparent asbestos or environmental
liability exposure. Related claim activity over the past year was insignificant.

General Re and BHRG

General Re’s and BHRG’s property and casualty loss reserves derive primarily from assumed reinsurance. There are
additional uncertainties unique to loss reserving processes for reinsurance. The nature, extent, timing and perceived reliability of
information received from ceding companies varies widely depending on the type of coverage, the contractual reporting terms
(which are affected by market conditions and practices) and other factors. Due to the lack of standardization of contract terms
and conditions, the wide variability of coverage needs of individual clients and the tendency for those needs to change rapidly in
response to market conditions, the ongoing economic impact of such uncertainties, in and of themselves, cannot be reliably
measured.

The nature and extent of loss information provided under many facultative, per occurrence excess contracts or retroactive
contracts may not differ significantly from the information received under a primary insurance contract. This occurs when
company personnel either work closely with the ceding company in settling individual claims or manage the claims themselves.
Loss information from aggregate excess-of-loss contracts, including catastrophe losses and quota-share treaties, is often less
detailed. Occasionally loss information is reported in summary format rather than on an individual claim basis. Loss data is
provided through periodic reports and may include the amount of ceded losses paid where reimbursement is sought as well as
case loss reserve estimates. Ceding companies infrequently provide IBNR estimates to reinsurers.

Each of Berkshire’s reinsurance businesses has established practices to identify and gather needed information from
clients. These practices include, for example, comparison of expected premiums to reported premiums to help identify
delinquent client periodic reports and claim reviews to facilitate loss reporting and identify inaccurate or incomplete claim
reporting. These practices are periodically evaluated and changed as conditions, risk factors and unanticipated areas of
exposures are identified.

The timing of claim reporting to reinsurers is delayed in comparison with primary insurance. In some instances there are
multiple reinsurers assuming and ceding parts of an underlying risk causing multiple contractual intermediaries between
General Re or BHRG and the primary insured. In these instances, the delays in reporting can be compounded. The relative
impact of reporting delays on the reinsurer varies depending on the type of coverage, contractual reporting terms and other
factors. Contracts covering casualty losses on a per occurrence excess basis may experience longer delays in reporting due to the
length of the claim-tail as regards to the underlying claim. In addition, ceding companies may not report claims to the reinsurer
until they believe it is reasonably possible that the reinsurer will be affected, usually determined as a function of its estimate of
the claim amount as a percentage of the reinsurance contract retention. However, the timing of reporting large per occurrence
excess property losses or property catastrophe losses may not vary significantly from primary insurance.

Under contracts where periodic premium and claims reports are required from ceding companies, such reports are
generally required at quarterly intervals which in the U.S. range from 30 to 90 days after the end of the accounting period. In
continental Europe, reinsurance reporting practices vary. Fewer clients report premiums, losses and case reserves on a quarterly
basis. In certain countries, clients report annually, generally 90 to 180 days after the end of the annual period. The extended
reporting lag does not result in a significant increase in risk or uncertainty as the actuarial reserving methodologies are adjusted
to compensate for the delays.
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

General Re and BHRG (Continued)

Premium and loss data is provided through at least one intermediary (the primary insurer), so there is a risk that the loss
data provided is incomplete, inaccurate or outside the coverage terms. Information provided by ceding companies is reviewed
for completeness and compliance with the contract terms. Reinsurance contracts generally allow for Berkshire’s reinsurance
subsidiaries to have access to the cedant’s books and records with respect to the subject business and provide them the ability to
conduct audits to determine the accuracy and completeness of information. Audits are conducted when management deems it
appropriate.

In the normal course of business, disputes with clients arise concerning whether certain claims are covered under the
reinsurance policies. Most coverage disputes are resolved by the company’s claims department personnel and the appropriate
client personnel or by independent outside counsel. If disputes cannot be resolved, contracts generally specify whether
arbitration, litigation, or alternative dispute resolution will be invoked. There are no coverage disputes at this time for which an
adverse resolution would likely have a material impact on Berkshire’s results of operations or financial condition.

In summary, the scope, number and potential variability of assumptions required in estimating ultimate losses from
reinsurance contracts of General Re and BHRG are more uncertain than primary property and casualty insurers due to the
factors previously discussed.

General Re

General Re’s gross and net unpaid losses and loss adjustment expenses and gross reserves by major line of business as of
December 31, 2008 are summarized below. Amounts are in millions.

Type Line of business

Reported case reserves . . . . . . . . . . . . . . . . . . . . . . . . $ 9,959 Workers’ compensation (1) . . . . . . . . . . . . . . . . . . . $ 3,108
IBNR reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,282 Professional liability (2) . . . . . . . . . . . . . . . . . . . . . . 1,450

Gross reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,241 Mass tort–asbestos/environmental . . . . . . . . . . . . . 1,810
Ceded reserves and deferred charges . . . . . . . . . . . . . (1,006) Auto liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,871

Net reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $17,235 Other casualty (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,399

Other general liability . . . . . . . . . . . . . . . . . . . . . . . 2,908
Property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,695

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,241

(1) Net of discounts of $2,616 million.
(2) Includes directors and officers and errors and omissions coverage.
(3) Includes medical malpractice and umbrella coverage.

General Re’s process of establishing loss reserve estimates is based upon a ground-up approach, beginning with case estimates
and supplemented by additional case reserves (“ACRs”) and IBNR reserves. Critical judgments in establishing loss reserves
involve the establishment of ACRs by claim examiners, the expectation of ultimate loss ratios which drive IBNR reserve amounts
and the case reserve reporting trends compared to the expected loss reporting patterns. Recorded reserve amounts are subject to
“tail risk” where reported losses develop beyond the maximum expected loss emergence pattern time period.

General Re does not routinely determine loss reserve ranges because it believes that the techniques necessary have not
sufficiently developed and the myriad of assumptions required render such resulting ranges to be unreliable. In addition, counts of
claims or average amounts per claim are not utilized because clients do not consistently provide reliable data in sufficient detail.

Upon notification of a reinsurance claim from a ceding company, claim examiners make independent evaluations of loss
amounts. In some cases, examiners’ estimates differ from amounts reported by ceding companies. If the examiners’ estimates
are significantly greater than the ceding company’s estimates, the claims are further investigated. If deemed appropriate, ACRs
are established above the amount reported by the ceding company. As of December 31, 2008, ACRs aggregated $3.1 billion
before discounts and were concentrated in workers’ compensation reserves, and to a lesser extent in professional liability
reserves. Examiners also periodically conduct detailed claim reviews of individual clients and case reserves are often increased
as a result. In 2008, claim examiners conducted about 340 claim reviews.
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

General Re (Continued)

Actuaries classify all loss and premium data into segments (“reserve cells”) primarily based on product (e.g., treaty,
facultative and program) and line of business (e.g., auto liability, property, etc.). For each reserve cell, premiums and losses are
aggregated by accident year, policy year or underwriting year (depending on client reporting practices) and analyzed over time.
These loss aggregations are internally called loss triangles which serve as the primary basis for IBNR reserve calculations. Over
300 reserve cells are reviewed for North American business and approximately 900 reserve cells are reviewed with respect to
international business.

Loss triangles are used to determine the expected case loss emergence patterns for most coverages and, in conjunction with
expected loss ratios by accident year, are further used to determine IBNR reserves. Additional calculations form the basis for
estimating the expected loss emergence pattern. The determination of the expected loss emergence pattern is not strictly a
mechanical process. In instances where the historical loss data is insufficient, estimation formulas are used along with reliance
on other loss triangles and judgment. Factors affecting loss development triangles include but are not limited to the following:
changes in client claims practices, changes in claim examiners’ use of ACRs or the frequency of client company claim reviews,
changes in policy terms and coverage (such as client loss retention levels and occurrence and aggregate policy limits), changes
in loss trends and changes in legal trends that result in unanticipated losses, as well as other sources of statistical variability.
These factors influence the selection of the expected loss emergence patterns.

Expected loss ratios are selected by reserve cell, by accident year, based upon reviewing forecasted losses and indicated
ultimate loss ratios that are predicted from aggregated pricing statistics. Indicated ultimate loss ratios are calculated using the
selected loss emergence pattern, reported losses and earned premium. If the selected emergence pattern is not accurate, then the
indicated ultimate loss ratios will not be accurate and this can affect the selected loss ratios and hence the IBNR reserve. As
with selected loss emergence patterns, selecting expected loss ratios is not a strictly mechanical process and judgment is used in
the analysis of indicated ultimate loss ratios and department pricing loss ratios.

IBNR reserves are estimated by reserve cell, by accident year, using the expected loss emergence patterns and the expected
loss ratios. The expected loss emergence patterns and expected loss ratios are the critical IBNR reserving assumptions and are
updated annually. Once the annual IBNR reserves are determined, actuaries calculate expected case loss emergence for the
upcoming calendar year. This calculation does not involve new assumptions and uses the prior year-end expected loss
emergence patterns and expected loss ratios. The expected losses are then allocated into interim estimates that are compared to
actual reported losses in the subsequent year. This comparison provides a test of the adequacy of prior year-end IBNR reserves
and forms the basis for possibly changing IBNR reserve assumptions during the course of the year.

In 2008, for prior years’ workers’ compensation losses, reported claims were less than expected claims by about $93
million. However, further analysis of the workers’ compensation reserve cells by segment indicated the need for additional
IBNR. These developments precipitated about $116 million of a net increase in nominal IBNR reserve estimates for unreported
occurrences. After deducting $117 million for the change in net reserve discounts during the year, workers’ compensation losses
from prior years reduced pre-tax earnings in 2008 by $140 million. To illustrate the sensitivity of changes in expected loss
emergence patterns and expected loss ratios for General Re’s significant excess-of-loss workers’ compensation reserve cells, an
increase of ten points in the tail of the expected emergence pattern and an increase of ten percent in the expected loss ratios
would produce a net increase in nominal IBNR reserves of approximately $623 million and $339 million on a discounted basis
as of December 31, 2008. The increase in discounted reserves would produce a corresponding decrease in pre-tax earnings.
Management believes it is reasonably possible for the tail of the expected loss emergence patterns and expected loss ratios to
increase at these rates.

Other casualty and general liability reported losses (excluding mass tort losses) were favorable in 2008 relative to
expectations. Casualty losses tend to be long-tail and it should not be assumed that favorable loss experience in a year means
that loss reserve amounts currently established will continue to develop favorably. For General Re’s significant other casualty
and general liability reserve cells (including medical malpractice, umbrella, auto and general liability), an increase of five points
in the tails of the expected emergence patterns and an increase of five percent in expected loss ratios (one percent for large
international proportional reserve cells) would produce a net increase in nominal IBNR reserves and a corresponding reduction
in pre-tax earnings of approximately $805 million. Management believes it is reasonably possible for the tail of the expected
loss emergence patterns and expected loss ratios to increase at these rates in any of the individual aforementioned reserve cells.
However, given the diversification in worldwide business, more likely outcomes are believed to be less than $805 million.
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

General Re (Continued)

Property losses were lower than expected in 2008 but the nature of property loss experience tends to be more volatile
because of the effect of catastrophes and large individual property losses. In response to favorable claim developments and
another year of information, estimated remaining World Trade Center losses were reduced by $25 million.

In certain reserve cells within excess directors and officers and errors and omissions (“D&O and E&O”) coverages, IBNR
reserves are based on estimated ultimate losses without consideration of expected emergence patterns. These cells often involve
a spike in loss activity arising from recent industry developments making it difficult to select an expected loss emergence
pattern. For General Re’s large D&O and E&O reserve cells an increase of ten points in the tail of the expected emergence
pattern (for those cells where emergence patterns are considered) and an increase of ten percent in the expected loss ratios
would produce a net increase in nominal IBNR reserves and a corresponding reduction in pre-tax earnings of approximately
$250 million. Management believes it is reasonably possible for the tail of the expected loss emergence patterns and expected
loss ratios to increase at these rates.

Overall industry-wide loss experience data and informed judgment are used when internal loss data is of limited reliability,
such as in setting the estimates for mass tort, asbestos and hazardous waste (collectively, “mass tort”) claims. Unpaid mass tort
reserves at December 31, 2008 were approximately $1.8 billion gross and $1.2 billion net of reinsurance. Such reserves were
approximately $1.8 billion gross and $1.2 billion net of reinsurance as of December 31, 2007. Mass tort net claims paid were
about $69 million in 2008. In 2008, ultimate loss estimates for asbestos and environmental claims were increased by $45
million. In addition to the previously described methodologies, General Re considers “survival ratios” based on net claim
payments in recent years versus net unpaid losses as a rough guide to reserve adequacy. The three year survival ratio was
approximately fourteen years as of December 31, 2008. The insurance industry’s comparable survival ratio for asbestos and
pollution reserves was approximately nine years. Estimating mass tort losses is very difficult due to the changing legal
environment. Although such reserves are believed to be adequate, significant reserve increases may be required in the future if
new exposures or claimants are identified, new claims are reported or new theories of liability emerge.

BHRG

BHRG’s unpaid losses and loss adjustment expenses as of December 31, 2008 are summarized as follows. Amounts are in
millions.

Property Casualty Total

Reported case reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,836 $ 2,426 $ 4,262
IBNR reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,821 3,466 5,287
Retroactive . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 16,630 16,630

Gross reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,657 $22,522 26,179

Deferred charges and ceded reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,793)

Net reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,386

In general, the methodologies used to establish loss reserves vary widely and encompass many of the common
methodologies employed in the actuarial field today. Certain traditional methodologies such as paid and incurred loss
development techniques, incurred and paid loss Bornhuetter-Ferguson techniques and frequency and severity techniques are
utilized as well as ground-up techniques where appropriate. Additional judgments must also be employed to consider changes in
contract conditions and terms as well as the incidence of litigation or legal and regulatory change.

As of December 31, 2008, BHRG’s gross loss reserves related to retroactive reinsurance policies were predominantly
casualty losses. Retroactive policies include excess-of-loss contracts, in which losses (relating to loss events occurring before a
specified date on or before the contract date) above a contractual retention are indemnified or contracts that indemnify all losses
paid by the counterparty after the policy effective date. Retroactive reinsurance losses and loss adjustment expenses paid in
2008 were $1.2 billion. The classification “reported case reserves” has no practical analytical value with respect to retroactive
policies since the amount is often derived from reports in bulk from ceding companies, who may have inconsistent definitions of
“case reserves.” Reserves are reviewed and established in the aggregate by contract including provisions for IBNR reserves.
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Management’s Discussion (Continued)

Property and casualty losses (Continued)

BHRG (Continued)

In establishing retroactive reinsurance reserves, historical aggregate loss payment patterns are often analyzed and projected
into the future under various scenarios. The claim-tail is expected to be very long for many policies and may last several
decades. Management assigns judgmental probability factors to these aggregate loss payment scenarios and an expectancy
outcome is determined. Management monitors claim payment activity and reviews ceding company reports and other
information concerning the underlying losses. Since the claim-tail is expected to be very long for such contracts, management
reassesses expected ultimate losses as significant events related to the underlying losses are reported or revealed during the
monitoring and review process. During 2008, retroactive reserves developed upward by approximately $200 million.

BHRG’s liabilities for environmental, asbestos, and latent injury losses and loss adjustment expenses are presently
concentrated within retroactive reinsurance contracts. Reserves for such losses were approximately $9.2 billion at December 31,
2008 and $9.7 billion at December 31, 2007. Losses paid in 2008 attributable to these exposures were approximately $700
million. BHRG, as a reinsurer, does not regularly receive reliable information regarding asbestos, environmental and latent
injury claims from all ceding companies on a consistent basis, particularly with respect to multi-line treaty or aggregate
excess-of-loss policies. Periodically, a ground-up analysis of the underlying loss data of the reinsured is conducted to make an
estimate of ultimate reinsured losses. When detailed loss information is unavailable, estimates can only be developed by
applying recent industry trends and projections to aggregate client data. Judgments in these areas necessarily include the
stability of the legal and regulatory environment under which these claims will be adjudicated. Potential legal reform and
legislation could also have a significant impact on establishing loss reserves for mass tort claims in the future.

The maximum losses payable by BHRG under retroactive policies are not expected to exceed approximately $24.3 billion
as of December 31, 2008. Absent significant judicial or legislative changes affecting asbestos, environmental or latent injury
exposures, management currently believes it unlikely that unpaid losses as of December 31, 2008 ($16.6 billion) will develop
upward to the maximum loss payable or downward by more than 15%.

A significant number of recent reinsurance contracts are expected to have a low frequency of claim occurrence combined
with a potential for high severity of claims. These include property losses from catastrophes, terrorism and aviation risks under
catastrophe and individual risk contracts. Loss reserves related to catastrophe and individual risk contracts were approximately
$1.3 billion at December 31, 2008, and were essentially unchanged from the prior year. In 2008 and 2007, loss reserves for prior
years’ events declined by approximately $200 million which produced corresponding increases to pre-tax earnings each year.
Reserving techniques for catastrophe and individual risk contracts generally rely more on a per-policy assessment of the
ultimate cost associated with the individual loss event rather than with an analysis of the historical development patterns of past
losses. Catastrophe loss reserves are provided when it is probable that an insured loss has occurred and the amount can be
reasonably estimated. Absent litigation affecting the interpretation of coverage terms, the expected claim-tail is relatively short
and thus the estimation error in the initial reserve estimates usually emerges within 24 months after the loss event.

Other reinsurance reserve amounts are generally based upon loss estimates reported by ceding companies and IBNR
reserves that are primarily a function of reported losses from ceding companies and anticipated loss ratios established on an
individual contract basis, supplemented by management’s judgment of the impact on each contract of major catastrophe events
as they become known. Anticipated loss ratios are based upon management’s judgment considering the type of business
covered, analysis of each ceding company’s loss history and evaluation of that portion of the underlying contracts underwritten
by each ceding company, which are in turn ceded to BHRG. A range of reserve amounts as a result of changes in underlying
assumptions is not prepared.

Derivative contract liabilities

Berkshire’s Consolidated Balance Sheets include significant amounts of derivative contract liabilities that are measured at
fair value. These contracts were primarily entered into in over-the-counter markets and certain elements in the terms and
conditions of such contracts are not standardized. Furthermore, there is no source of independent data available to the Company
that periodically shows trading volume and actual prices. As a result, the values of these liabilities are primarily based on
valuation models, discounted cash flow models or other valuation techniques that are believed to be used by market participants.
Such models or other valuation techniques may use inputs that are observable in the marketplace, while others are unobservable.
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Management’s Discussion (Continued)

Derivative contract liabilities (Continued)

Unobservable inputs require management to make certain projections and assumptions about the information that would be used
by market participants in pricing. Considerable judgment may be required in making assumptions, including the selection of
interest rates, default and recovery rates and volatility. Changes in assumptions may have a significant effect on values.

In determining the fair value of most of the credit default contracts, Berkshire used bid/ask pricing data on similar contracts
as the basis for estimating fair value. Pricing data is monitored and reviewed by management for consistency as well as
reasonableness. Pricing data for newer credit default contracts tends to vary little among the different pricing sources, which
management believes is an indication that trading of such contracts is relatively active. As contracts age towards their expiration
dates, the variations in pricing data can widen, which management believes is indicative of inactive markets. However, the
impact of such variations is partially mitigated by shorter remaining durations and by the availability of data on newer contracts,
which is used for comparison.

Berkshire determines the estimated fair value of equity index put option contracts based on the widely used Black-Scholes
option valuation model. Inputs to that model include the current index value, strike price, discount or interest rate, dividend rate
and contract expiration date. The weighted averaged discount and dividend rates used as of December 31, 2008 were each
approximately 4%. Berkshire believes the most significant economic risks relate to changes in the index value component and to
a lesser degree to the foreign currency component. For additional information, see Berkshire’s Market Risk Disclosures.

The Black-Scholes model also incorporates volatility estimates that measure potential price changes over time. The
weighted average volatility used as of December 31, 2008 was approximately 22%. The impact on fair value as of December 31,
2008 ($10.0 billion) from changes in volatility is summarized below. The values of contracts in an actual exchange are affected
by market conditions and perceptions of the buyers and sellers. Actual values in an exchange may differ significantly from the
values produced by any mathematical model. Dollars are in millions.

Hypothetical change in volatility (percentage points) Hypothetical fair value

Increase 2 percentage points . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,451
Increase 4 percentage points . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,882
Decrease 2 percentage points . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,598
Decrease 4 percentage points . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,182

Other Critical Accounting Policies

Berkshire records deferred charges with respect to liabilities assumed under retroactive reinsurance contracts. At the
inception of these contracts, the deferred charges represent the difference between the consideration received and the estimated
ultimate liability for unpaid losses. Deferred charges are amortized using the interest method over an estimate of the ultimate
claim payment period with the periodic amortization reflected in earnings as a component of losses and loss expenses. Deferred
charge balances are adjusted periodically to reflect new projections of the amount and timing of loss payments. Adjustments to
these assumptions are applied retrospectively from the inception of the contract. Unamortized deferred charges were $3.9 billion
at December 31, 2008. Significant changes in the estimated amount and payment timing of unpaid losses may have a significant
effect on unamortized deferred charges and the amount of periodic amortization.

Berkshire’s Consolidated Balance Sheet as of December 31, 2008 includes goodwill of acquired businesses of
approximately $33.8 billion. A significant amount of judgment is required in performing goodwill impairment tests. Such tests
include periodically determining or reviewing the estimated fair value of Berkshire’s reporting units. There are several methods
of estimating a reporting unit’s fair value, including market quotations, asset and liability fair values and other valuation
techniques, such as discounted projected future net earnings or net cash flows and multiples of earnings. If the carrying amount
of a reporting unit, including goodwill, exceeds the estimated fair value, then individual assets (including identifiable intangible
assets) and liabilities of the reporting unit are estimated at fair value. The excess of the estimated fair value of the reporting unit
over the estimated fair value of net assets would establish the implied value of goodwill. The excess of the recorded amount of
goodwill over the implied value is then charged to earnings as an impairment loss.
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Management’s Discussion (Continued)

Market Risk Disclosures

Berkshire’s Consolidated Balance Sheets include a substantial amount of assets and liabilities whose fair values are subject
to market risks. Berkshire’s significant market risks are primarily associated with interest rates, equity prices, foreign currency
exchange rates and commodity prices. During the fourth quarter of 2008, conditions in the public debt and equity markets
declined significantly resulting in exceptional volatility in debt and equity prices. The impact of actions taken recently by
governmental bodies in response to the current economic crisis is difficult to predict, particularly over the short term. Berkshire
management believes that these extraordinary conditions are temporary and that equity prices will ultimately rise over time and
that credit markets will normalize but cannot predict the timing or magnitude of a recovery. The fair values of Berkshire’s
investment portfolios and its equity index put option contracts remain subject to considerable volatility, particularly over the
short term. The following sections address the significant market risks associated with Berkshire’s business activities.

Interest Rate Risk

Berkshire’s regularly invests in bonds, loans or other interest rate sensitive instruments. Berkshire’s strategy is to acquire
securities that are attractively priced in relation to the perceived credit risk. Management recognizes and accepts that losses may
occur with respect to assets. Berkshire strives to maintain high credit ratings so that the cost of debt is minimized. Berkshire
utilizes derivative products, such as interest rate swaps, to manage interest rate risks on a limited basis.

The fair values of Berkshire’s fixed maturity investments and notes payable and other borrowings will fluctuate in response
to changes in market interest rates. Increases and decreases in prevailing interest rates generally translate into decreases and
increases in fair values of those instruments. Additionally, fair values of interest rate sensitive instruments may be affected by
the creditworthiness of the issuer, prepayment options, relative values of alternative investments, the liquidity of the instrument
and other general market conditions. The fair values of fixed interest rate investments may be more sensitive to interest rate
changes than variable rate investments.

The following table summarizes the estimated effects of hypothetical changes in interest rates on assets and liabilities that
are subject to interest rate risk. It is assumed that the changes occur immediately and uniformly to each category of instrument
containing interest rate risk, and that no other significant factors change that determine the value of the instrument. The
hypothetical changes in interest rates do not reflect what could be deemed best or worst case scenarios. Variations in interest
rates could produce significant changes in the timing of repayments due to prepayment options available. For these reasons,
actual results might differ from those reflected in the table. Dollars are in millions.

Estimated Fair Value after
Hypothetical Change in Interest Rates

(bp=basis points)
100 bp 100 bp 200 bp 300 bp

Fair Value decrease increase increase increase

December 31, 2008
Insurance and other businesses:

Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . $27,115 $27,847 $26,382 $25,685 $25,064
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 4,300 4,370 4,234 4,173 4,117

Finance and financial products businesses:
Investments in fixed maturity securities and loans and finance

receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,533 19,257 17,664 16,874 16,155
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 13,869 14,425 13,356 12,882 12,441

Utilities and energy businesses:
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 19,144 20,864 17,673 16,415 15,328

December 31, 2007
Insurance and other businesses:

Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . $28,515 $29,179 $27,689 $26,967 $26,318
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 2,709 2,757 2,666 2,628 2,593

Finance and financial products businesses:
Investments in fixed maturity securities and loans and finance

receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,843 16,860 14,766 13,806 12,934
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 12,321 12,725 11,921 11,563 11,229

Utilities and energy businesses:
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . 19,834 21,640 18,305 17,006 15,890
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Management’s Discussion (Continued)

Equity Price Risk

Historically, Berkshire has maintained large amounts of invested assets in exchange traded equity securities. Strategically,
Berkshire strives to invest in businesses that possess excellent economics, with able and honest management and at sensible prices
and prefers to invest a meaningful amount in each investee. Consequently, equity investments may be concentrated in relatively
few investees. At December 31, 2008, 57% of the total fair value of equity investments was concentrated in four investees.

Berkshire prefers to hold equity investments for very long periods of time so management is not troubled by short-term
equity price volatility with respect to its investments provided that the underlying business, economic and management
characteristics of the investees remain favorable. Berkshire strives to maintain above average levels of shareholder capital to
provide a margin of safety against short-term equity price volatility.

Market prices for equity securities are subject to fluctuation and consequently the amount realized in the subsequent sale of
an investment may significantly differ from the reported market value. Fluctuation in the market price of a security may result
from perceived changes in the underlying economic characteristics of the investee, the relative price of alternative investments
and general market conditions.

Berkshire is also subject to equity price risk with respect to its equity index put option contracts. While Berkshire’s
ultimate potential loss with respect to these contracts is determined from the movement of the underlying stock index between
contract inception date and expiration, the change in fair value resulting from current changes in the index values are also
affected by changes in other factors such as interest rates, expected dividend rates and the remaining duration of the contract.
These contracts generally expire 15 to 20 years from inception and may not be settled before their respective expiration dates.

The following table summarizes Berkshire’s equity investments and derivative contract liabilities with equity price risk as
of December 31, 2008 and 2007. The effects of a hypothetical 30% increase and a 30% decrease in market prices as of those
dates is also shown. The selected 30% hypothetical change does not reflect what could be considered the best or worst case
scenarios. Indeed, results could be far worse due both to the nature of equity markets and the aforementioned concentrations
existing in Berkshire’s equity investment portfolio. Dollar amounts are in millions.

Fair Value
Hypothetical
Price Change

Estimated
Fair Value after

Hypothetical
Change in Prices

Hypothetical
Percentage

Increase (Decrease) in
Shareholders’ Equity

December 31, 2008
Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49,073 30% increase $ 63,795 8.8

30% decrease 34,351 (8.8)
Equity index put options . . . . . . . . . . . . . . . . . . . . . . . . . (10,022) 30% increase (7,952) 1.2

30% decrease (12,799) (1.7)
December 31, 2007

Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 74,999 30% increase $ 97,499 12.1
30% decrease 52,499 (12.1)

Equity index put options . . . . . . . . . . . . . . . . . . . . . . . . . (4,610) 30% increase (3,282) 0.7
30% decrease (6,900) (1.2)

Foreign Currency Risk

Berkshire generally does not use derivative contracts to hedge foreign currency price changes primarily because of the
natural hedging that occurs between assets and liabilities denominated in foreign currencies in the consolidated financial
statements. Financial statements of subsidiaries that do not use the U.S. Dollar as their functional currency are translated into
U.S. Dollars using period-end exchange rates for assets and liabilities and weighted-average exchange rates for revenues and
expenses. Adjustments resulting from translating the financial statements of these subsidiaries are reported in accumulated other
comprehensive income. Foreign currency transaction gains or losses are included in earnings primarily as a result of the
translation of foreign currency denominated assets and liabilities held by U.S. subsidiaries. In addition, Berkshire holds
investments in major multinational companies that have significant foreign business and foreign currency risk of their own, such
as the Coca-Cola Company.
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Management’s Discussion (Continued)

Foreign Currency Risk (Continued)

Berkshire’s net assets subject to translation are primarily in the insurance and utilities and energy businesses, and to a
lesser extent in the manufacturing and services businesses. The translation impact is somewhat offset by transaction gains or
losses on net reinsurance liabilities denominated in foreign currencies of certain U.S. subsidiaries as well as the equity index put
option liabilities of U.S. subsidiaries relating to contracts that would be settled in foreign currencies.

Commodity Price Risk

Berkshire, through its ownership of MidAmerican, is subject to commodity price risk. Exposures include variations in the
price of wholesale electricity that is purchased and sold, fuel costs to generate electricity and natural gas supply for regulated
retail gas customers. Electricity and natural gas prices are subject to wide price swings as demand responds to, among many
other items, changing weather, limited storage, transmission and transportation constraints, and lack of alternative supplies from
other areas. To mitigate a portion of the risk, MidAmerican uses derivative instruments, including forwards, futures, options,
swaps and other over-the-counter agreements, to effectively secure future supply or sell future production at fixed prices. The
settled cost of these contracts is generally recovered from customers in regulated rates. Accordingly, gains and losses associated
with interim price movements on such contracts are recorded as regulatory assets or liabilities. Financial results may be
negatively impacted if the costs of wholesale electricity, fuel or natural gas are higher than what is permitted to be recovered in
rates. MidAmerican also uses futures, options and swap agreements to economically hedge gas and electric commodity prices
for physical delivery to non-regulated customers. MidAmerican does not engage in a material amount of proprietary trading
activities.

The table that follows summarizes Berkshire’s commodity price risk on energy derivative contracts of MidAmerican as of
December 31, 2008 and 2007 and shows the effects of a hypothetical 10% increase and a 10% decrease in forward market prices
by the expected volumes for these contracts as of that date. The selected hypothetical change does not reflect what could be
considered the best or worst case scenarios. Dollars are in millions.

Fair Value
net assets

(liabilities) Hypothetical Price Change

Estimated Fair Value after
Hypothetical Change in

Price

December 31, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(528) 10% increase $(474)
10% decrease (582)

December 31, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(263) 10% increase $(208)
10% decrease (318)

FORWARD-LOOKING STATEMENTS

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 that are predictive in nature, that depend upon or refer to future events or conditions, that 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 investments in fixed maturity and equity securities, losses realized from derivative contracts, the occurrence of one or
more catastrophic events, such as an earthquake, hurricane or an act of terrorism 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.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

See “Market Risk Disclosures” contained in Item 7 “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.”

Management’s Report on Internal Control Over Financial Reporting

Management of Berkshire Hathaway Inc. is responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in the Securities Exchange Act of 1934 Rule 13a-15(f). Under the supervision and
with the participation of our management, including our principal executive officer and principal financial officer, we conducted
an evaluation of the effectiveness of the Company’s internal control over financial reporting as of December 31, 2008 as
required by the Securities Exchange Act of 1934 Rule 13a-15(c). In making this assessment, we used the criteria set forth in the
framework in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on our evaluation under the framework in Internal Control—Integrated Framework, our management
concluded that our internal control over financial reporting was effective as of December 31, 2008.

The effectiveness of our internal control over financial reporting as of December 31, 2008 has been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their report which appears on the following page.

Berkshire Hathaway Inc.
February 27, 2009

55

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



Item 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Berkshire Hathaway Inc.

We have audited the accompanying consolidated balance sheets of Berkshire Hathaway Inc. and subsidiaries (the
“Company”) as of December 31, 2008 and 2007, and the related consolidated statements of earnings, cash flows and changes in
shareholders’ equity and comprehensive income for each of the three years in the period ended December 31, 2008. We also
have audited the Company’s internal control over financial reporting as of December 31, 2008, based on criteria established in
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
The Company’s management is responsible for these financial statements, for maintaining effective internal control over
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion
on these financial statements and an opinion on the Company’s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all
material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s
board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on a
timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future
periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Berkshire Hathaway Inc. and subsidiaries as of December 31, 2008 and 2007, and the results of their operations and
their cash flows for each of the three years in the period ended December 31, 2008, in conformity with accounting principles
generally accepted in the United States of America. Also, in our opinion, the Company maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2008, based on the criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

DELOITTE & TOUCHE LLP

Omaha, Nebraska
February 27, 2009
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BERKSHIRE HATHAWAY INC.
and Subsidiaries

CONSOLIDATED BALANCE SHEETS
(dollars in millions except per share amounts)

December 31,

2008 2007

ASSETS
Insurance and Other:

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,302 $ 37,703
Investments:

Fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,115 28,515
Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,073 74,999
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,535 —

Loans and receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,925 13,157
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,500 5,793
Property, plant, equipment and assets held for lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,703 9,969
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,477 26,306
Deferred charges reinsurance assumed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,923 3,987
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,334 7,797

201,887 208,226

Utilities and Energy:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 280 1,178
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,454 26,221
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,280 5,543
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,556 6,246

41,570 39,188

Finance and Financial Products:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 957 5,448
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,517 3,056
Loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,942 12,359
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,024 1,013
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,502 3,870

23,942 25,746

$267,399 $273,160

LIABILITIES AND SHAREHOLDERS’ EQUITY
Insurance and Other:

Losses and loss adjustment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,620 $ 56,002
Unearned premiums . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,861 6,680
Life and health insurance benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,619 3,804
Other policyholder liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,243 4,089
Accounts payable, accruals and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,744 10,672
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,349 2,680

87,436 83,927

Utilities and Energy:
Accounts payable, accruals and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,303 6,043
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,145 19,002

25,448 25,045

Finance and Financial Products:
Accounts payable, accruals and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,656 2,931
Derivative contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,612 6,887
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,388 12,144

30,656 21,962

Income taxes, principally deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,280 18,825

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153,820 149,759

Minority shareholders’ interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,312 2,668

Shareholders’ equity:
Common stock: Class A, $5 par value; Class B, $0.1667 par value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 8
Capital in excess of par value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,133 26,952
Accumulated other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,954 21,620
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,172 72,153

Total shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109,267 120,733

$267,399 $273,160

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,

2008 2007 2006

Revenues:
Insurance and Other:

Insurance premiums earned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,525 $ 31,783 $ 23,964
Sales and service revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,854 58,243 51,803
Interest, dividend and other investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,966 4,979 4,382
Investment gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (647) 5,405 1,697

95,698 100,410 81,846

Utilities and Energy:
Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,668 12,376 10,301
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,303 252 343

13,971 12,628 10,644

Finance and Financial Products:
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,790 1,717 1,610
Investment gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 193 114
Derivative gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,821) (89) 824
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,141 3,386 3,501

(1,883) 5,207 6,049

107,786 118,245 98,539

Costs and expenses:
Insurance and Other:

Insurance losses and loss adjustment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,259 21,010 13,068
Life and health insurance benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,840 1,786 1,618
Insurance underwriting expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,634 5,613 5,440
Cost of sales and services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,103 47,477 42,416
Selling, general and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,052 7,098 5,932
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156 164 195

85,044 83,148 68,669

Utilities and Energy:
Cost of sales and operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,840 9,696 8,189
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,168 1,158 979

11,008 10,854 9,168

Finance and Financial Products:
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 639 588 550
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,521 3,494 3,374

4,160 4,082 3,924

100,212 98,084 81,761

Earnings before income taxes and minority interests . . . . . . . . . . . . . . . . . . . . . . . . . 7,574 20,161 16,778
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,978 6,594 5,505
Minority shareholders’ interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602 354 258

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $ 13,213 $ 11,015

Average common shares outstanding * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,548,960 1,545,751 1,541,807
Net earnings per common share * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,224 $ 8,548 $ 7,144

* 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 common 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 or $107 per
share for 2008, $285 per share for 2007 and $238 per share for 2006.

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in millions)

Year Ended December 31,

2008 2007 2006

Cash flows from operating activities:
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $ 13,213 $ 11,015
Adjustments to reconcile net earnings to operating cash flows:

Investment (gains) losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 640 (5,598) (1,811)
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,810 2,407 2,066
Minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602 354 258
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,248) (268) (627)

Changes in operating assets and liabilities before business acquisitions:
Losses and loss adjustment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,466 (1,164) (2,704)
Deferred charges reinsurance assumed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 196 424
Unearned premiums . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,311 (713) 637
Receivables and originated loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,222) (977) (59)
Derivative contract assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,827 2,938 (563)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,057) 553 303
Other assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,935) 1,609 1,256

Net cash flows from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,252 12,550 10,195

Cash flows from investing activities:
Purchases of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (35,615) (13,394) (7,747)
Purchases of equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,140) (19,111) (9,173)
Purchases of other investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14,452) — —
Sales of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,796 7,821 1,818
Redemptions and maturities of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,550 9,158 10,313
Sales of equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,840 8,054 3,778
Purchases of loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,446) (1,008) (365)
Principal collections on loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . 740 1,229 985
Acquisitions of businesses, net of cash acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,050) (1,602) (10,132)
Purchases of property, plant and equipment and assets held for lease . . . . . . . . . . . . . . . . (6,138) (5,373) (4,571)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 849 798 1,017

Net cash flows from investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (32,066) (13,428) (14,077)

Cash flows from financing activities:
Proceeds from borrowings of finance businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,195 1,153 1,280
Proceeds from borrowings of utilities and energy businesses . . . . . . . . . . . . . . . . . . . . . . . 2,147 3,538 2,417
Proceeds from other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 134 121 215
Repayments of borrowings of finance businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,861) (1,093) (244)
Repayments of borrowings of utilities and energy businesses . . . . . . . . . . . . . . . . . . . . . . . (2,147) (1,149) (516)
Repayments of other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (233) (995) (991)
Changes in short term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,183 (596) 245
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (132) 387 84

Net cash flows from financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,286 1,366 2,490

Effects of foreign currency exchange rate changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (262) 98 117

Increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (18,790) 586 (1,275)
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,329 43,743 45,018

Cash and cash equivalents at end of year * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,539 $ 44,329 $ 43,743

* Cash and cash equivalents at end of year are comprised of the following:
Insurance and Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,302 $ 37,703 $ 37,977
Utilities and Energy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 280 1,178 343
Finance and Financial Products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 957 5,448 5,423

$ 25,539 $ 44,329 $ 43,743

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

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME

(dollars in millions)

Year Ended December 31,

2008 2007 2006

Class A & B Common Stock
Balance at beginning and end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8 $ 8 $ 8

Capital in Excess of Par Value
Balance at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 26,952 $26,522 $26,399
Issuance of Class A and B shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181 430 123

Balance at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,133 $26,952 $26,522

Retained Earnings
Balance at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,153 $58,912 $47,717
Adoption of new accounting pronouncements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 28 180
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,994 13,213 11,015

77,147 72,153 58,912
Adoption of equity method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,025 — —

Balance at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 78,172 $72,153 $58,912

Accumulated Other Comprehensive Income
Unrealized appreciation of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(23,342) $ 2,523 $ 9,278

Applicable income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,257 (872) (3,246)
Reclassification adjustment of investment appreciation included in net earnings . . . . . . . . . 895 (5,494) (1,646)

Applicable income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (313) 1,923 576
Foreign currency translation adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,140) 456 603

Applicable income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118 (26) 1
Prior service cost and actuarial gains/losses of defined benefit plans . . . . . . . . . . . . . . . . . . (1,071) 257 563

Applicable income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 389 (102) (196)
Other, including minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (60) (22) (13)

Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,267) (1,357) 5,920
Accumulated other comprehensive income at beginning of year . . . . . . . . . . . . . . . . . . . . . . 21,620 22,977 17,360
Adoption of equity method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (399) — —
Adoption of SFAS 158 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (303)

Accumulated other comprehensive income at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,954 $21,620 $22,977

Comprehensive Income
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $13,213 $11,015
Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,267) (1,357) 5,920

Total comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(12,273) $11,856 $16,935

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008

(1) Significant accounting policies and practices

(a) Nature of operations and basis of consolidation

Berkshire Hathaway Inc. (“Berkshire” or “Company”) is a holding company owning subsidiaries engaged in a number
of diverse business activities, including property and casualty insurance and reinsurance, utilities and energy, finance,
manufacturing, service and retailing. Further information regarding these businesses and Berkshire’s reportable
business segments is contained in Note 21. Berkshire consummated a number of business acquisitions over the past
three years which are discussed in Note 2.

The accompanying Consolidated Financial Statements include the accounts of Berkshire consolidated with the
accounts of all of its subsidiaries and affiliates in which Berkshire holds a controlling financial interest as of the
financial statement date. Normally a controlling financial interest reflects ownership of a majority of the voting
interests. Other factors considered in determining whether a controlling financial interest is held include whether
Berkshire possesses the authority to purchase or sell assets or make other operating decisions that significantly affect
the entity’s results of operations and whether Berkshire bears a majority of the financial risks of the entity.
Intercompany accounts and transactions have been eliminated. Certain amounts in prior year presentations have been
reclassified to conform with the current year presentation.

(b) Use of estimates in preparation of financial statements

The preparation of the Consolidated Financial Statements in conformity with accounting principles generally accepted
in the United States of America (“GAAP”) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the period. In particular, estimates of unpaid losses and loss adjustment expenses and related
recoverables under reinsurance for property and casualty insurance are subject to considerable estimation error due to
the inherent uncertainty in projecting ultimate claim amounts that will be settled over many years. In addition,
estimates and assumptions associated with the amortization of deferred charges reinsurance assumed, determinations
of fair value of certain financial instruments and the determinations of goodwill impairments require considerable
judgment by management. Actual results may differ from the estimates used in preparing the Consolidated Financial
Statements.

(c) Cash and cash equivalents

Cash equivalents consist of funds invested in U.S. Treasury Bills, money market accounts and in other investments
with a maturity of three months or less when purchased. Cash and cash equivalents exclude amounts where
availability is restricted by loan agreements or other contractual provisions. Restricted amounts are included in other
assets.

(d) Investments

Berkshire’s management determines the appropriate classifications of investments in fixed maturity and equity
securities at the acquisition date and re-evaluates the classifications at each balance sheet date. Held-to-maturity
investments are carried at amortized cost, reflecting the ability and intent to hold the securities to maturity. Trading
investments are carried at fair value and include securities acquired with the intent to sell in the near term. All other
securities are classified as available-for-sale and are carried at fair value with net unrealized gains or losses reported
as a component of accumulated other comprehensive income.

Investment gains and losses arise when investments are sold (as determined on a specific identification basis) or are
other-than-temporarily impaired. If in management’s judgment a decline in the value of an investment below cost is
other than temporary, the cost of the investment is written down to fair value with a corresponding charge to earnings.
Factors considered in judging whether an impairment is other than temporary include: the financial condition,
business prospects and creditworthiness of the issuer, the length of time that fair value has been less than cost, the
relative amount of the decline and Berkshire’s ability and intent to hold the investment until the fair value recovers.

Berkshire utilizes the equity method of accounting with respect to investments when it has the ability to exercise
significant influence, but not control, over the operating and financial policies of the investee. The ability to exercise
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Notes to Consolidated Financial Statements (Continued)

(1) Significant accounting policies and practices (Continued)

(d) Investments (Continued)

significant influence is presumed when an investor possesses more than 20% of the voting interests of the investee.
This presumption may be overcome based on specific facts and circumstances that demonstrate that the ability to
exercise significant influence is restricted. Berkshire applies the equity method to investments in common stock and to
other investments when such other investments possess substantially identical subordinated interests to common
stock. In applying the equity method with respect to investments previously accounted for at cost or fair value, the
carrying value of the investment is adjusted on a step-by-step basis as if the equity method had been applied from the
time the investment was first acquired.

In applying the equity method, Berkshire records the investment at cost and subsequently increases or decreases the
investment by its proportionate share of the net earnings or losses and other comprehensive income of the investee.
Dividends or other equity distributions are recorded as reductions in the carrying value of the investment. In the event
that net losses of the investee have reduced the equity method investment to zero, additional net losses may be
recorded if other investments in the investee are at-risk, even if Berkshire has not committed to provide financial
support to the investee. Such additional equity method losses, if any, are based upon the change in Berkshire’s claim
on the investee’s book value.

(e) Loans and finance receivables

Loans and finance receivables consist of commercial and consumer loans originated or purchased. Loans and finance
receivables are stated at amortized cost less allowances for uncollectible accounts based on Berkshire’s 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
deferred and amortized as yield adjustments over the life of the loan.

Allowances for estimated losses from uncollectible loans are recorded when it is probable that the counterparty will be
unable to pay all amounts due according to the terms of the loan. Allowances are provided on aggregations of
consumer loans with similar characteristics and terms based upon historical loss and recovery experience, delinquency
rates and current economic conditions. Provisions for loan losses are included in the Consolidated Statements of
Earnings.

(f) Derivatives

Derivative contracts are carried at estimated fair value and are classified as assets or liabilities in the accompanying
Consolidated Balance Sheets. Such balances reflect reductions permitted under master netting agreements with
counterparties. The changes in fair value of derivative contracts that do not qualify as hedging instruments for
financial reporting purposes are included in the Consolidated Statements of Earnings as derivative gains/losses.

Cash collateral received from or paid to counterparties to secure derivative contract assets or liabilities is included in
other liabilities or assets of finance and financial products businesses in the Consolidated Balance Sheets. Securities
received from counterparties as collateral are not recorded as assets and securities delivered to counterparties as
collateral continue to be reflected as assets in the Consolidated Balance Sheets.

(g) Fair value measurements

As defined under SFAS No. 157, “Fair Value Measurements” (“SFAS 157”), fair value is the price that would be
received to sell an asset or paid to transfer a liability between market participants in the principal market or in the
most advantageous market when no principal market exists. Market participants are assumed to be independent,
knowledgeable, able and willing to transact an exchange and not under duress. Nonperformance or credit risk is
considered when determining the fair value of liabilities. Considerable judgment may be required in interpreting
market data used to develop the estimates of fair value. Accordingly, estimates of fair value presented herein are not
necessarily indicative of the amounts that could be realized in a current or future market exchange.

(h) Inventories

Inventories consist of manufactured goods and purchased goods acquired for resale. Manufactured inventory costs
include raw materials, direct and indirect labor and factory overhead. Inventories are stated at the lower of cost or
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Notes to Consolidated Financial Statements (Continued)

(1) Significant accounting policies and practices (Continued)

(h) Inventories (Continued)

market. As of December 31, 2008, approximately 40% of the total inventory cost was determined using the
last-in-first-out (“LIFO”) method, 35% using the first-in-first-out (“FIFO”) method, with the remainder using the
specific identification method and average cost methods. With respect to inventories carried at LIFO cost, the
aggregate difference in value between LIFO cost and cost determined under FIFO methods was $607 million and
$331 million as of December 31, 2008 and 2007, respectively.

(i) Property, plant and equipment and assets held for lease

Additions to property, plant and equipment and assets held for lease are recorded at cost. The cost of major additions
and betterments are capitalized, while replacements, maintenance and repairs that do not improve or extend the useful
lives of the related assets are expensed as incurred. Interest over the construction period is capitalized as a component
of cost of constructed assets. In addition, the cost of constructed assets of certain domestic regulated utility and energy
subsidiaries that are subject to SFAS No. 71, “Accounting for the Effects of Certain Types of Regulation” (“SFAS
71”) includes the capitalization of the estimated cost of capital incurred during the construction period. Also see
Note 1(o).

Depreciation is provided principally on the straight-line method over estimated useful lives. Depreciation of assets of
certain regulated utility and energy subsidiaries is provided over recovery periods based on composite asset class lives
as agreed to by regulators.

Property, plant and equipment and assets held for lease are evaluated for impairment when events or changes in
circumstances indicate that the carrying value of such assets may not be recoverable or the assets meet the criteria of
held for sale. Upon the occurrence of a triggering event, the asset is reviewed to assess whether the estimated
undiscounted cash flows expected from the use of the asset plus residual value from the ultimate disposal exceeds the
carrying value of the asset. If the carrying value exceeds the estimated recoverable amounts, the asset is written down
to the estimated discounted present value of the expected future cash flows from using the asset. Impairment losses
are reflected in the Consolidated Statements of Earnings, except with respect to impairments of assets of certain
domestic regulated utility and energy subsidiaries where losses are offset by the establishment of a regulatory asset to
the extent recovery in future rates is probable.

(j) Goodwill

Goodwill represents the excess of the purchase price over the fair value of identifiable net assets acquired in business
acquisitions. Goodwill is evaluated for impairment at least annually. Evaluating goodwill for impairment involves a
two-step process. The first step is to estimate the fair value of the reporting unit. If the carrying amount of a reporting
unit, including goodwill, exceeds the estimated fair value, a second step is performed. Under the second step, the
identifiable assets, including identifiable intangible assets, and liabilities of the reporting unit are estimated at fair
value as of the current testing date. The excess of the estimated fair value of the reporting unit over the estimated fair
value of net assets establishes the implied value of goodwill. The excess of the recorded goodwill over the implied
value is charged to earnings as an impairment loss. A significant amount of judgment is required in estimating the fair
value of the reporting unit and performing goodwill impairment tests.

(k) Revenue recognition

Insurance premiums for prospective property/casualty insurance and reinsurance and health reinsurance policies are
earned in proportion to the level of protection provided. In most cases, premiums are recognized as revenues ratably
over the term of the contract with unearned premiums computed on a monthly or daily pro rata basis. Premiums for
retroactive reinsurance property/casualty policies are earned at the inception of the contracts. Premiums for life
reinsurance contracts are earned when due. Premiums earned are stated net of amounts ceded to reinsurers. Premiums
are estimated with respect to certain reinsurance contracts where reports from ceding companies for the period are not
contractually due until after the balance sheet date. For contracts containing experience rating provisions, premiums
are based upon estimated loss experience under the contract.

Sales revenues derive from the sales of manufactured products and goods acquired for resale. Revenues from sales are
recognized upon passage of title to the customer, which generally coincides with customer pickup, product delivery or
acceptance, depending on terms of the sales arrangement.
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Notes to Consolidated Financial Statements (Continued)

(1) Significant accounting policies and practices (Continued)

(k) Revenue recognition (Continued)

Service revenues derive primarily from pilot training and flight operations and flight management activities. Service
revenues are recognized as the services are performed. Services provided pursuant to a contract are either recognized
over the contract period or upon completion of the elements specified in the contract depending on the terms of the
contract. Revenues related to the sales of fractional ownership interests in aircraft are recognized ratably over the term
of the related management services agreement as the transfer of ownership interest in the aircraft is inseparable from
the management services agreement.

Interest income from investments in bonds and loans is earned under the constant yield method and includes accrual
of interest due under terms of the bond or loan agreement as well as amortization of acquisition premiums and
accruable discounts. In determining the constant yield for mortgage-backed securities, anticipated counterparty
prepayments are estimated and evaluated periodically. Dividends from equity securities are earned on the ex-dividend
date.

Operating revenue of utilities and energy businesses resulting from the distribution and sale of natural gas and
electricity to customers is recognized when the service is rendered or the energy is delivered. Amounts recognized
include unbilled as well as billed amounts. Rates charged are generally subject to Federal and state regulation or
established under contractual arrangements. When preliminary rates are permitted to be billed prior to final approval
by the applicable regulator, certain revenue collected may be subject to refund and a liability for estimated refunds is
accrued.

(l) Losses and loss adjustment expenses

Liabilities for unpaid losses and loss adjustment expenses represent estimated claim and claim settlement costs of
property/casualty insurance and reinsurance contracts with respect to losses that have occurred as of the balance sheet
date. The liabilities for losses and loss adjustment expenses are recorded at the estimated ultimate payment amounts,
except that amounts arising from certain workers’ compensation reinsurance business are discounted as discussed
below. Estimated ultimate payment amounts are based upon (1) individual case estimates, (2) reports of losses from
policyholders and (3) estimates of incurred but not reported losses.

Provisions for losses and loss adjustment expenses are reported in the accompanying Consolidated Statements of
Earnings after deducting amounts recovered and estimates of amounts recoverable under reinsurance contracts.
Reinsurance contracts do not relieve the ceding company of its obligations to indemnify policyholders with respect to
the underlying insurance and reinsurance contracts.

The estimated liabilities of workers’ compensation claims assumed under certain reinsurance contracts are carried in
the Consolidated Balance Sheets at discounted amounts. Discounted amounts are based upon an annual discount rate
of 4.5% for claims arising prior to 2003 and 1% for claims arising after 2002, consistent with discount rates used
under statutory accounting principles. The periodic discount accretion is included in the Consolidated Statements of
Earnings as a component of losses and loss adjustment expenses.

(m) Deferred charges reinsurance assumed

The excess of estimated liabilities for claims and claim costs over the consideration received with respect to
retroactive property and casualty reinsurance contracts that provide for indemnification of insurance risk is established
as deferred charges at inception of such contracts. The deferred charges are subsequently amortized using the interest
method over the expected claim settlement periods. Changes to the estimated timing or amount of loss payments
produce changes in periodic amortization. Such changes in estimates are determined retrospectively and are included
in insurance losses and loss adjustment expenses in the period of the change.

(n) Insurance premium acquisition costs

Costs that vary with and are related to the issuance of insurance policies are deferred, subject to ultimate recoverability,
and are charged to underwriting expenses as the related premiums are earned. Acquisition costs consist of commissions,
premium taxes, advertising and other underwriting costs. The recoverability of premium acquisition costs generally
reflects anticipation of investment income. The unamortized balances of deferred premium acquisition costs are included
in other assets and were $1,698 million and $1,519 million at December 31, 2008 and 2007, respectively.
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Notes to Consolidated Financial Statements (Continued)

(1) Significant accounting policies and practices (Continued)

(o) Regulated utilities and energy businesses

Certain domestic energy subsidiaries prepare their financial statements in accordance with SFAS 71, reflecting the
economic effects from the ability to recover certain costs from customers and the requirement to return revenues to
customers in the future through the regulated rate-setting process. Accordingly, certain costs are deferred as regulatory
assets and obligations are accrued as regulatory liabilities which will be amortized over various future periods. At
December 31, 2008, the Consolidated Balance Sheet includes $2,156 million in regulatory assets and $1,506 million
in regulatory liabilities. At December 31, 2007, the Consolidated Balance Sheet includes $1,503 million in regulatory
assets and $1,629 million in regulatory liabilities. Regulatory assets and liabilities are components of other assets and
other liabilities of utilities and energy businesses.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors
such as applicable regulatory changes, recent rate orders received by other regulated entities and the status of any
pending or potential legislation. If future recovery of costs ceases to be probable, the amount no longer probable of
recovery is charged to earnings.

(p) Foreign currency

The accounts of foreign-based subsidiaries are measured in most instances using the local currency of the subsidiary
as the functional currency. Revenues and expenses of these businesses are generally translated into U.S. Dollars at the
average exchange rate for the period. Assets and liabilities are translated at the exchange rate as of the end of the
reporting period. Gains or losses from translating the financial statements of foreign-based operations are included in
shareholders’ equity as a component of accumulated other comprehensive income. Gains and losses arising from
transactions denominated in a currency other than the functional currency of Berkshire or the applicable subsidiary of
Berkshire are included in the Consolidated Statements of Earnings except that gains or losses associated with
available-for-sale securities are included as a component of other comprehensive income.

(q) Income taxes

Berkshire and eligible subsidiaries file a consolidated Federal income tax return in the United States. In addition,
Berkshire and subsidiaries also file income tax returns in state, local and foreign jurisdictions as applicable. Provisions
for current income tax liabilities are calculated and accrued on income and expense amounts expected to be included
in the income tax returns for the current year.

Deferred income taxes are calculated under the liability method. Deferred income tax assets and liabilities are based
on differences between the financial statement and tax bases of assets and liabilities at the current enacted tax rates.
Changes in deferred income tax assets and liabilities that are associated with components of other comprehensive
income are charged or credited directly to other comprehensive income. Otherwise, changes in deferred income tax
assets and liabilities are included as a component of income tax expense. Changes in deferred income tax assets and
liabilities attributable to changes in enacted tax rates are charged or credited to income tax expense in the period of
enactment. Valuation allowances are established for certain deferred tax assets where realization is not likely.

Assets and liabilities are established for uncertain tax positions taken or positions expected to be taken in income tax
returns when such positions are judged to not meet the “more-likely-than-not” threshold based on the technical merits
of the positions. Estimated interest and penalties related to uncertain tax positions are included as a component of
income tax expense.

(r) Accounting pronouncements adopted in 2008 and 2007

Effective January 1, 2008, Berkshire adopted the provisions of SFAS 157 with respect to fair value measurements of
financial assets and liabilities. In October 2008, the FASB issued FSP No. 157-3, “Determining the Fair Value of a
Financial Asset When the Market for That Asset Is Not Active” (“FSP FAS 157-3”), which was effective upon issuance.
FSP FAS 157-3 clarifies the application of SFAS 157 in a market that is not active. The effect of adopting SFAS 157 was
not material to Berkshire’s Consolidated Financial Statements.

Effective January 1, 2008, Berkshire adopted the provisions of SFAS No. 159, “The Fair Value Option for Financial
Assets and Financial Liabilities — Including an amendment of FASB Statement No. 115” (“SFAS 159”). SFAS 159
permits entities to elect to measure financial instruments and certain other items at fair value. Upon adoption of SFAS
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Notes to Consolidated Financial Statements (Continued)

(1) Significant accounting policies and practices (Continued)

(r) Accounting pronouncements adopted in 2008 and 2007 (Continued)

159, an entity may elect the fair value option for eligible items that existed at the adoption date. Berkshire did not
elect the fair value option for any eligible items.

In September 2008, the FASB issued FSP FAS 133-1 and FIN 45-4 “Disclosures about Derivatives and Certain
Guarantees” (“FSP FAS 133-1”), which requires sellers of credit derivatives to disclose additional information about
credit derivatives and is effective for periods ending after November 15, 2008. The adoption of FSP FAS 133-1 had
no material impact on Berkshire’s Consolidated Financial Statements.

Effective January 1, 2007, Berkshire adopted FASB Interpretation No. 48 “Accounting for Uncertainty in Income
Taxes-an interpretation of FASB Statement No. 109” (“FIN 48”). Under FIN 48, a tax position taken is recognized if
it is determined that the position will “more-likely-than-not” be sustained upon examination by a taxing authority. FIN
48 also establishes measurement guidance with respect to positions that have met the recognition threshold. The
cumulative effect of adoption of FIN 48 was a decrease of $24 million in retained earnings.

Effective January 1, 2007, Berkshire adopted FASB Staff Position No. AUG AIR-1 “Accounting for Planned Major
Maintenance Activities” (“AUG AIR-1”). AUG AIR-1 prohibits the accrual of liabilities in periods before the maintenance
is performed. Berkshire elected to use the direct expense method where maintenance costs are expensed as incurred.
Previously, certain maintenance costs related to the fractional aircraft ownership business were accrued in advance. The
cumulative effect of this accounting change of $52 million was recorded as an increase in retained earnings.

(s) Accounting pronouncements to be adopted in the future

In December 2007, the FASB issued SFAS No. 141 (revised 2007), “Business Combinations” (“SFAS 141R”). SFAS
141R changes the accounting model for business combinations from a cost allocation standard to a standard that
provides, with limited exceptions, for the recognition at fair value of all identifiable assets and liabilities (including
contingent assets and liabilities) of the business acquired, regardless of whether 100% or a lesser controlling interest
of the business is acquired. SFAS 141R defines the acquisition date of a business acquisition as the date on which
control is achieved (generally the closing date of the acquisition). SFAS 141R also provides that acquisition costs are
expensed when incurred and expands disclosures. SFAS 141R is effective for Berkshire with respect to business
acquisitions completed after December 31, 2008.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements
an amendment of ARB No. 51” (“SFAS 160”). SFAS 160 establishes accounting and reporting standards for
non-controlling interests in consolidated subsidiaries (formerly “minority interests”). SFAS 160 also amends certain
consolidation procedures for consistency with SFAS 141R. Under SFAS 160, non-controlling interests are reported in
the consolidated balance sheet as a separate component of shareholders’ equity. Changes in ownership interests where
the parent retains a controlling interest are to be reported as transactions affecting shareholders’ equity. Prior to the
effective date of SFAS 160, such transactions were reported as additional investment purchases (potentially resulting
in recognition of additional assets) or as sales (potentially resulting in realized gains or losses). SFAS 160 is effective
for Berkshire as of January 1, 2009. When adopted, SFAS 160 is applied prospectively except that the presentation
and disclosure requirements are applied retrospectively for all periods presented.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities
— an amendment of FASB Statement No. 133” (“SFAS 161”). SFAS 161 requires enhanced disclosures about
(a) how and why derivative instruments are used, (b) how derivative instruments and related hedged items are
accounted for and (c) how derivative instruments and related hedged items affect an entity’s financial position,
financial performance and cash flows. SFAS 161 is effective for financial statements issued for fiscal years and
interim periods beginning after November 15, 2008.

In May 2008, the FASB issued SFAS No. 163, “Accounting for Financial Guarantee Insurance Contracts” (“SFAS
163”). SFAS 163 clarifies accounting standards applicable to financial guarantee insurance contracts and specifies
certain disclosures. SFAS 163 is effective for financial statements issued for fiscal years beginning after December 15,
2008, except certain disclosures were effective for periods beginning after June 30, 2008.

Berkshire is continuing to evaluate the impact that these new accounting standards will have on its consolidated
financial statements but currently does not anticipate that the adoption of these accounting pronouncements will have
a material effect on its consolidated financial position.
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Notes to Consolidated Financial Statements (Continued)

(2) Significant business acquisitions

Berkshire’s long-held acquisition strategy is to purchase businesses with consistent earning power, good returns on equity
and able and honest management at sensible prices. During the last three years, Berkshire acquired several businesses which are
described in the following paragraphs.

On February 28, 2006, Berkshire acquired Business Wire, a leading global distributor of corporate news, multimedia and
regulatory filings. On March 21, 2006, PacifiCorp, a regulated electric utility providing service to customers in six Western
states, was acquired for approximately $5.1 billion in cash. In conjunction with the acquisition of PacifiCorp, Berkshire
acquired additional common stock of MidAmerican for $3.4 billion, which increased its ownership interest in MidAmerican
from approximately 83% to approximately 88%. On May 19, 2006, Berkshire acquired 85% of Applied Underwriters, an
industry leader in integrated workers’ compensation solutions. On July 5, 2006, Berkshire acquired 80% of the Iscar
Metalworking Companies (“IMC”) for cash in a transaction that valued IMC at $5 billion. IMC, headquartered in Israel, is an
industry leader in the metal cutting tools business. IMC provides a comprehensive range of tools for the full scope of
metalworking applications. IMC’s products are manufactured through a global network of world-class, technologically
advanced manufacturing facilities and are sold worldwide. On August 2, 2006, Berkshire acquired Russell Corporation, a
leading branded athletic apparel and sporting goods company. Consideration paid for all businesses acquired in 2006 was
approximately $10.1 billion.

On March 30, 2007, Berkshire acquired TTI, Inc., a privately held electronic components distributor headquartered in Fort
Worth, Texas. TTI, Inc. is a leading distributor specialist of passive, interconnect and electromechanical components. Effective
April 1, 2007, Berkshire acquired the intimate apparel business of VF Corporation. Berkshire also acquired several other
relatively smaller businesses during 2007. Consideration paid for all businesses acquired in 2007 was approximately $1.6
billion.

On March 18, 2008, Berkshire acquired 60% of Marmon Holdings, Inc. (“Marmon”), a private company owned by trusts
for the benefit of members of the Pritzker Family of Chicago, for $4.5 billion. In the second quarter of 2008, Berkshire acquired
additional shares and currently owns 63.6% of Marmon. Under the terms of the purchase agreement, Berkshire will acquire the
remaining minority interests in Marmon between 2011 and 2014 for consideration to be based on the future earnings of
Marmon. Berkshire also acquired several other relatively small businesses during 2008. Consideration paid for all businesses
acquired in 2008 was approximately $6.1 billion.

Marmon consists of approximately 130 manufacturing and service businesses that operate independently within eleven
diverse business sectors. These sectors are: Engineered Wire & Cable, serving energy related markets, residential and
non-residential construction and other industries; Building Wire, producing copper electrical wiring for residential, commercial
and industrial buildings; Transportation Services & Engineered Products, including railroad tank cars and intermodal tank
containers; Highway Technologies, primarily serving the heavy-duty highway transportation industry; Distribution Services for
specialty pipe and steel tubing; Flow Products, producing a variety of metal products and materials for the plumbing, HVAC/R,
construction and industrial markets; Industrial Products, including metal fasteners, safety products and metal fabrication;
Construction Services, providing the leasing and operation of mobile cranes primarily to the energy, mining and petrochemical
markets; Water Treatment equipment for residential, commercial and industrial applications; Retail Store Fixtures, providing
store fixtures and accessories for major retailers worldwide; and Food Service Equipment, providing food preparation
equipment and shopping carts for restaurants and retailers worldwide. Marmon operates more than 250 manufacturing,
distribution and service facilities, primarily in North America, Europe and China. The Marmon purchase price allocation is
summarized below (in millions).

Assets: Liabilities and net assets acquired:

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . $ 217 Accounts payable and other liabilities . . . . . . . . . . $ 1,040
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . 970 Notes payable and other borrowings . . . . . . . . . . . 1,071
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 855 Income taxes, principally deferred . . . . . . . . . . . . 1,733
Property, plant and equipment and leased assets . . . . 6,280 Minority shareholders’ interest . . . . . . . . . . . . . . . 1,568
Other, primarily goodwill and intangible assets . . . . 1,875 Net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . 4,785

$10,197 $10,197
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Notes to Consolidated Financial Statements (Continued)

(2) Significant business acquisitions (Continued)

The results of operations for each of these businesses are included in Berkshire’s consolidated results from the effective
date of each acquisition. The following table sets forth certain unaudited pro forma consolidated earnings data for 2008 and
2007, as if each acquisition occurring during 2008 and 2007 was consummated on the same terms at the beginning of each year.
Amounts are in millions, except earnings per share.

2008 2007

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $109,180 $125,904
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,098 13,326
Earnings per equivalent Class A common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,291 8,621

(3) Investments in fixed maturity securities

Investments in securities with fixed maturities as of December 31, 2008 and 2007 are shown below (in millions).

Amortized
Cost

Unrealized
Gains

Unrealized
Losses *

Fair
Value

2008
Insurance and other:
U.S. Treasury, U.S. government corporations and agencies . . . . . . . . . . . . . . . . . . . $ 2,100 $ 123 $ (2) $ 2,221
States, municipalities and political subdivisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,192 242 (5) 3,429
Foreign governments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,106 343 (59) 9,390
Corporate bonds and redeemable preferred stocks . . . . . . . . . . . . . . . . . . . . . . . . . . 10,230 373 (1,500) 9,103
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,990 70 (88) 2,972

$27,618 $1,151 $(1,654) $27,115

Finance and financial products:
U.S. Treasury, U.S. government corporations and agencies . . . . . . . . . . . . . . . . . . . $ 7 $ — $ — $ 7
States, municipalities and political subdivisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,312 — — 1,312
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 568 21 (68) 521
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,410 268 (1) 2,677

$ 4,297 $ 289 $ (69) $ 4,517

2007
Insurance and other:
U.S. Treasury, U.S. government corporations and agencies . . . . . . . . . . . . . . . . . . . $ 3,487 $ 59 $ — $ 3,546
States, municipalities and political subdivisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,120 107 (3) 2,224
Foreign governments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,529 76 (47) 9,558
Corporate bonds and redeemable preferred stocks . . . . . . . . . . . . . . . . . . . . . . . . . . 8,400 1,187 (48) 9,539
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,597 62 (11) 3,648

$27,133 $1,491 $ (109) $28,515

Finance and financial products:
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 420 $ 63 $ — $ 483
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,521 228 (1) 2,748

$ 2,941 $ 291 $ (1) $ 3,231

* Includes gross unrealized losses of $176 million at December 31, 2008 and $60 million at December 31, 2007 related to
securities that have been in an unrealized loss position for 12 months or more.

As of December 31, 2008, fixed maturity investments included approximately $2.7 billion (Insurance and other — $1.4
billion and Finance and financial products — $1.3 billion) of investment grade auction rate bonds and variable rate demand
notes issued by various municipalities and political subdivisions. The interest rates are periodically reset at up to 35 day
intervals. While substantially all of these securities are insured by third parties, acquisitions were limited to securities where
Berkshire concluded that the underlying credit of the issuers was good without the benefit of an insurer’s guarantee.
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Notes to Consolidated Financial Statements (Continued)

(3) Investments in fixed maturity securities (Continued)

Approximately 65% of these securities were rated A or higher without the benefit of an insurer guarantee (and approximately
54% of the remaining securities were not rated on an underlying basis). Berkshire held no investments in these securities as of
December 31, 2007.

The amortized cost and estimated fair values of securities with fixed maturities at December 31, 2008 are summarized
below by contractual maturity dates. Actual maturities will differ from contractual maturities because issuers of certain of the
securities retain early call or prepayment rights. Amounts are in millions.

Due 2009 Due 2010 – 2013 Due 2014 – 2018 Due after 2018
Mortgage-backed

securities Total

Amortized cost . . . . . . . . . . . . . . . . . . . . . $4,027 $13,239 $4,808 $4,441 $5,400 $31,915
Fair value . . . . . . . . . . . . . . . . . . . . . . . . . 4,091 13,373 3,822 4,697 5,649 31,632

(4) Investments in equity securities

Investments in equity securities are summarized below (in millions).

2008 2007

Cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $40,140 $44,695
Gross unrealized gains . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,782 31,289
Gross unrealized losses * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,849) (985)

Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $49,073 $74,999

* Substantially all of the gross unrealized losses pertain to security positions that have been held for less than 12 months.

(5) Other Investments

A summary of other investments as of December 31, 2008 follows (in millions).

Cost
Unrealized

Gain
Fair

Value
Carrying

Value

Other fixed maturity and equity investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14,452 $ 36 $14,488 $14,675
Equity method investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,919 352 6,271 6,860

$20,371 $388 $20,759 $21,535

During 2008, Berkshire acquired newly issued equity and debt instruments issued by Wm. Wrigley Jr. Company
(“Wrigley”), The Goldman Sachs Group, Inc. (“GS”) and The General Electric Company (“GE”). These securities are reflected
in other fixed maturity and equity investments in the preceding table. In addition, Berkshire adopted the equity method with
respect to its investments in Burlington Northern Santa Fe Corporation (“BNSF”) and Moody’s Corporation (“Moody’s”).

On October 6, 2008, Berkshire acquired $4.4 billion par amount of 11.45% subordinated notes due 2018 of Wrigley
(“Wrigley Notes”) and $2.1 billion of preferred stock of Wrigley (“Wrigley Preferred”). The Wrigley Notes and Wrigley
Preferred were acquired in connection with Mars, Incorporated’s acquisition of Wrigley. Berkshire may not transfer, sell or
assign the Wrigley Notes or Wrigley Preferred to third parties. Berkshire has classified the Wrigley Notes as “held-to-maturity”
and accordingly is carrying the Wrigley Notes at cost. Dividends are payable on the Wrigley Preferred at a rate of 5% per
annum. The Wrigley Preferred is subject to certain put and call arrangements in 2016 and annually beginning in 2021. The
redemption amount of the Wrigley Preferred is based upon the future earnings of Wrigley.

On October 1, 2008, Berkshire acquired 50,000 shares of 10% Cumulative Perpetual Preferred Stock of GS (“GS
Preferred”) and Warrants to purchase 43,478,260 shares of common stock of GS (“GS Warrants”) for an aggregate cost of $5
billion. The GS Preferred may be redeemed at any time by GS at a price of $110,000 per share ($5.5 billion in aggregate). The
GS Warrants expire in 2013 and can be exercised for an aggregate cost of $5 billion ($115/share).
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(5) Other Investments (Continued)

On October 16, 2008, Berkshire acquired 30,000 shares of 10% Cumulative Perpetual Preferred Stock of GE (“GE
Preferred”) and Warrants to purchase 134,831,460 shares of common stock of GE (“GE Warrants”) for an aggregate cost of $3
billion. The GE Preferred may be redeemed beginning in October 2011 by GE at a price of $110,000 per share ($3.3 billion in
aggregate). The GE Warrants expire in 2013 and can be exercised for an aggregate cost of $3 billion ($22.25/share).

Berkshire began acquiring common shares of BNSF in 2006 and prior to December 31, 2008 accounted for this investment
as an available-for-sale equity security recorded in the financial statements at fair value. During the fourth quarter of 2008,
Berkshire acquired additional shares of BNSF common stock and increased its economic and voting interest to 20.7% (70.1
million shares) as of December 31, 2008. Accordingly, as of December 31, 2008, Berkshire adopted the equity method of
accounting with respect to this investment.

Berkshire has owned 48 million shares of Moody’s common stock since 2000. Prior to December 31, 2008, this investment
was accounted for as an available-for-sale equity security recorded in the financial statements at fair value. Over the last several
years, Berkshire’s voting and economic interest has steadily increased due to share repurchases by Moody’s and as of
December 31, 2008, Berkshire’s voting and economic interest was 20.4%. Accordingly, as of December 31, 2008, Berkshire
adopted the equity method of accounting with respect to this investment.

The cumulative effect of adopting the equity method with respect to the investments in Moody’s and BNSF was recorded
in the financial statements as of December 31, 2008 and prior years’ financial statements have not been restated. As a result of
adopting the equity method, Berkshire’s shareholders’ equity increased by $626 million as compared to the amount that would
have been recorded had these investments continued to be recorded at fair value.

As of December 31, 2008, Berkshire’s equity in net assets of BNSF and Moody’s was $2,106 million and the excess of
Berkshire’s carrying value over its equity in net assets of BNSF and Moody’s was $4,754 million. BNSF is engaged primarily in
the freight rail transportation business and operates one of the largest North American rail networks with about 32,000 route
miles in 28 states and two Canadian provinces. BNSF transports coal and a wide range of consumer, industrial and agricultural
products. Moody’s is a provider of credit ratings and related research, data and analytical tools, quantitative credit risk
measures, risk scoring software and credit portfolio management solutions. Berkshire does not engage in significant business
transactions with BNSF or Moody’s. However, Berkshire has periodically engaged Moody’s to provide credit ratings in
connection with debt issuances by Berkshire and certain subsidiaries.

(6) Investment gains/losses

Investment gains/losses are summarized below (in millions).

2008 2007 2006

Fixed maturity securities —
Gross gains from sales and other disposals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 212 $ 657 $ 279
Gross losses from sales and other disposals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20) (35) (9)

Equity securities —
Gross gains from sales and other disposals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,256 4,880 1,562
Gross losses from sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (530) (7) (44)

Losses from other-than-temporary impairments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,813) — (142)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 255 103 165

$ (640) $5,598 $1,811

Net investment gains/losses are reflected in the Consolidated Statements of Earnings as follows.

Insurance and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(647) $ 5,405 $ 1,697
Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 193 114

$(640) $ 5,598 $ 1,811
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(7) Loans and receivables

Loans and receivables of insurance and other businesses are comprised of the following (in millions).

2008 2007

Insurance premiums receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,961 $ 4,215
Reinsurance recoverables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,235 3,171
Trade and other receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,141 6,179
Allowances for uncollectible accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (412) (408)

$14,925 $13,157

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

2008 2007

Consumer installment loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13,190 $11,506
Commercial loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,050 1,003
Allowances for uncollectible loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (298) (150)

$13,942 $12,359

Allowances for uncollectible loans primarily relate to consumer installment loans. Provisions for consumer loan losses
were $305 million in 2008 and $176 million in 2007. Loan charge-offs were $215 million in 2008 and $197 million in 2007.
Consumer loan amounts are net of acquisition discounts of $684 million at December 31, 2008 and $452 million at
December 31, 2007.

(8) Inventories

Inventories are comprised of the following (in millions).

2008 2007

Raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,161 $ 897
Work in process and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 607 479
Finished manufactured goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,580 1,781
Purchased goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,152 2,636

$7,500 $5,793

(9) Goodwill

A reconciliation of the change in the carrying value of goodwill for 2008 and 2007 is as follows (in millions).

2008 2007

Balance at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $32,862 $32,238
Acquisitions of businesses and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 919 624

Balance at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $33,781 $32,862
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(10) Property, plant, equipment and assets held for lease

Property, plant, equipment and assets held for lease of insurance and other businesses is comprised of the following (in
millions).

Ranges of
estimated useful life 2008 2007

Land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 751 $ 607
Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 – 40 years 4,351 3,611
Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 – 25 years 11,009 9,507
Furniture, fixtures and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 – 20 years 1,856 1,670
Assets held for lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 – 30 years 5,311 —

23,278 15,395
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,575) (5,426)

$16,703 $ 9,969

Assets held for lease consist primarily of railroad tank cars, intermodal tank containers and other equipment in the
transportation and equipment services businesses of Marmon, which were acquired by Berkshire in March 2008. As of
December 31, 2008, the minimum future lease rentals to be received on the equipment lease fleet (including rail cars leased from
others) were as follows (in millions): 2009 – $660; 2010 – $528; 2011 – $392; 2012 – $281; 2013 – $181; and thereafter – $384.

Property, plant and equipment of utilities and energy businesses is comprised of the following (in millions).

Ranges of
estimated useful life 2008 2007

Utility generation, distribution and transmission system . . . . . . . . . . . . . . . . . . . . . . . . 5 – 85 years $ 32,795 $ 30,369
Interstate pipeline assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 – 67 years 5,649 5,484
Independent power plants and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 – 30 years 1,228 1,330
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,668 1,745

41,340 38,928
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12,886) (12,707)

$ 28,454 $ 26,221

The utility generation, distribution and transmission system and interstate pipeline assets are the regulated assets of public
utility and natural gas pipeline subsidiaries. At December 31, 2008 and December 31, 2007, accumulated depreciation and
amortization related to regulated assets was $12.5 billion and $12.3 billion, respectively. Substantially all of the construction in
progress at December 31, 2008 and 2007 related to the construction of regulated assets.

72

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



Notes to Consolidated Financial Statements (Continued)

(11) Derivatives

Derivative contracts of Berkshire’s finance and financial products businesses, with limited exceptions, are not designated
as hedges for financial reporting purposes. Changes in the fair values of such contracts that do not qualify as hedges are reported
in the Consolidated Statements of Earnings as derivative gains/losses. A summary of these contracts as of December 31, 2008
and 2007 follows (in millions).

2008 2007

Assets (4) Liabilities
Notional
Value (1) Assets (4) Liabilities

Notional
Value (1)

Equity index put options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $10,022 $37,134(2) $— $4,610 $35,043(2)

Credit default obligations:
High yield indexes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3,031 7,892(3) — 1,838 4,660(3)

Individual corporate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 105 3,900(3) — — —
States/municipalities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 958 18,364(3) — — —

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 503 528 749 489
Counterparty netting and funds held as collateral . . . . . . . . . . . . . . (295) (32) (50) (50)

$ 208 $14,612 $699 $6,887

(1) Not discounted for time value.

(2) Represents the aggregate undiscounted amount payable at the contract expiration dates assuming that the value of each
index is zero at the contract expiration date.

(3) Represents the maximum undiscounted future value of losses payable under the contracts, assuming a sufficient number of
credit defaults occur. The number of losses required to exhaust contract limits under substantially all of the contracts is
dependent on the loss recovery rate related to the specific obligor at the time of the default.

(4) Included in other assets of finance and financial products businesses.

As of December 31, 2008, Berkshire has written equity index put option contracts on four major equity indexes, including
three indexes outside of the United States. These contracts are European style options (exercisable only at the expiration date)
and at inception had durations of 15 to 20 years. At December 31, 2008, the weighted average remaining life of these contracts
was approximately 13.5 years with expiration dates between September 2019 and January 2028. Substantially all of these
contracts were written on an at-the-money basis (i.e. strike price equaled market price when contract was written). Future
payments, if any, under these contracts will be based on the decline in the underlying index value below the strike price at the
contract expiration date. Premiums on these contracts were received at the contract inception dates and therefore Berkshire has
no counterparty credit risk.

At December 31, 2008, the intrinsic value of the equity index put option contracts was $10.8 billion. The intrinsic value
represents Berkshire’s undiscounted liability at December 31, 2008, assuming these contracts are settled on their future
expiration dates based on the December 31, 2008 index values. However, these contracts generally may not be terminated or
fully settled before the expiration dates and therefore the ultimate amount of cash basis gains or losses on these contracts will
not be known for years.

Berkshire has written credit default contracts on various “high-yield indexes,” state/municipal debt issuers and individual
corporations. These contracts cover the loss in value of specified debt obligations of the issuers arising from default events
which are usually for non-payment or bankruptcy. Loss amounts are subject to contract limits.

High yield indexes are comprised of specified corporate issuers (usually 100 in number) in North America whose
obligations are rated below investment grade. These contracts generally cover the loss in value of a referenced obligation upon a
default by an issuer over the contract period (usually 5 years). The weighted average contract duration at December 31, 2008
was approximately 21⁄3 years. Payments by Berkshire under these contracts are limited to specified amounts per issuer as well
as aggregate limits.

In 2008, Berkshire also wrote a small number of contracts providing for payments upon defaults on debt issued by several
states and municipalities. The weighted average contract duration at December 31, 2008 was approximately 12 years.

73

MidAmerican Energy Company 
Docket No. 09 – 
Berkshire Hathaway Inc. 2008 10-K 
 
Individual 
Responsible: Rick Tunning SECTION 285.305 (m) 

               Attachment 3



Notes to Consolidated Financial Statements (Continued)

(11) Derivatives (Continued)

Premiums on the high yield index and state/municipality contracts were received at the inception dates of the contracts and
as a result Berkshire has no counterparty credit risk. Berkshire’s payment obligations under certain of these contracts are on a
first loss basis. Several other contracts are subject to an aggregate loss deductible that must be satisfied before Berkshire has any
payment obligations or contain provisions that otherwise delay payment obligations arising from defaults.

During 2008, Berkshire also wrote credit default contracts on individual issuers in North America whose obligations are
primarily rated as investment grade and where installment premiums are due from counterparties over the terms of the contracts.
In most instances, premiums are due from counterparties on a quarterly basis. Most individual issuer contracts had a five year
term when written.

The equity index put option contracts and credit default contracts were entered into with the expectation that amounts
ultimately paid to counterparties will be less than the premiums received. Berkshire views these contracts as economically
similar to insurance contracts, notwithstanding the “fair value” accounting requirements for derivatives contracts.

Most of Berkshire’s equity index put option and credit default contracts contain no collateral posting requirements with
respect to changes in either the fair value or intrinsic value of the contracts and/or a downgrade of Berkshire’s credit rating.
Under certain conditions, a few contracts require that Berkshire post collateral. At December 31, 2008, Berkshire had posted
collateral of approximately $550 million with counterparties, related to these contracts.

Berkshire is also exposed to variations in the market prices in the purchases and sales of natural gas and electricity and in
commodity fuel costs with respect to its regulated utility operations. Derivative instruments, including forward purchases and
sales, futures, swaps and options are used to manage these commodity price risks. Unrealized gains and losses under these
contracts are either probable of recovery through rates and therefore are recorded as a regulatory net asset or liability or are
accounted for as cash flow hedges and therefore are recorded as accumulated other comprehensive income or loss. Derivative
contract assets included in other assets of utilities and energy businesses were $324 million and $397 million as of
December 31, 2008 and 2007, respectively. Derivative contract liabilities included in accounts payable, accruals and other
liabilities of utilities and energy businesses were $729 million and $765 million as of December 31, 2008 and 2007,
respectively.

(12) Supplemental cash flow information

A summary of supplemental cash flow information for each of the three years ending December 31, 2008 is presented in
the following table (in millions).

2008 2007 2006

Cash paid during the year for:
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,530 $5,895 $ 4,959
Interest of finance and financial products businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 537 569 514
Interest of utilities and energy businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,172 1,118 937
Interest of insurance and other businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182 182 195

Non-cash investing and financing activities:
Investments received in connection with the Equitas reinsurance transaction . . . . . . . . . . . . . . — 6,529 —
Liabilities assumed in connection with acquisitions of businesses . . . . . . . . . . . . . . . . . . . . . . . 4,763 612 12,727
Fixed maturity securities sold or redeemed offset by decrease in directly related repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 599 460
Equity/fixed maturity securities exchanged for other securities/investments . . . . . . . . . . . . . . . 2,329 258 —
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(13) Unpaid losses and loss adjustment expenses

The balances of unpaid losses and loss adjustment expenses are based upon estimates of the ultimate claim costs associated
with property and casualty claim occurrences as of the balance sheet dates including estimates for incurred but not reported
(“IBNR”) claims. Considerable judgment is required to evaluate claims and establish estimated claim liabilities.

Supplemental data with respect to unpaid losses and loss adjustment expenses of property/casualty insurance subsidiaries is
as follows (in millions).

2008 2007 2006

Unpaid losses and loss adjustment expenses:
Gross liabilities at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,002 $ 47,612 $ 48,034
Ceded losses and deferred charges at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,126) (4,833) (5,200)

Net balance at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,876 42,779 42,834

Incurred losses recorded during the year:
Current accident year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,399 22,488 13,680
Prior accident years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,140) (1,478) (612)

Total incurred losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,259 21,010 13,068

Payments during the year with respect to:
Current accident year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,905) (6,594) (5,510)
Prior accident years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,486) (8,865) (9,345)

Total payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15,391) (15,459) (14,855)

Unpaid losses and loss adjustment expenses:
Net balance at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,744 48,330 41,047
Ceded losses and deferred charges at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,133 7,126 4,833
Foreign currency translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (616) 534 608
Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 359 12 1,124

Gross liabilities at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,620 $ 56,002 $ 47,612

Incurred losses “prior accident years” reflects the amount of estimation error charged or credited to earnings in each
calendar year with respect to the liabilities established as of the beginning of that year. The beginning of the year net losses and
loss adjustment expenses liability was reduced by $1,690 million in 2008, $1,793 million in 2007 and $1,071 million in 2006. In
each year, the reductions in loss estimates for occurrences in prior years were primarily due to lower than expected severities
and frequencies on reported and settled claims in primary private passenger and commercial auto lines and lower than expected
reported reinsurance losses in both property and casualty lines. Accident year loss estimates are regularly adjusted to consider
emerging loss development patterns of prior years’ losses, whether favorable or unfavorable.

Prior accident years incurred losses also include amortization of deferred charges related to retroactive reinsurance
contracts incepting prior to the beginning of the year. Amortization charges included in prior accident years’ losses were $451
million in 2008, $213 million in 2007 and $358 million in 2006. Certain workers’ compensation loss reserves are discounted.
Net discounted liabilities at December 31, 2008 and 2007 were $2,403 million and $2,436 million, respectively, reflecting net
discounts of $2,616 million and $2,732 million, respectively. Periodic accretions of these discounts are also a component of
incurred prior accident years’ losses. The accretion of discounted liabilities related to prior years’ losses was approximately $99
million in 2008, $102 million in 2007 and $101 million in 2006.

Berkshire’s insurance subsidiaries are exposed to environmental, asbestos and other latent injury claims arising from
insurance and reinsurance contracts. Loss reserve estimates for environmental and asbestos exposures include case basis
reserves and also reflect reserves for legal and other loss adjustment expenses and IBNR reserves. IBNR reserves are
determined based upon Berkshire’s historic general liability exposure base and policy language, previous environmental loss
experience and the assessment of current trends of environmental law, environmental cleanup costs, asbestos liability law and
judgmental settlements of asbestos liabilities.
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Notes to Consolidated Financial Statements (Continued)

(13) Unpaid losses and loss adjustment expenses (Continued)

The liabilities for environmental, asbestos and latent injury claims and claims expenses net of reinsurance recoverables
were approximately $10.7 billion at December 31, 2008 and $11.2 billion at December 31, 2007. These liabilities included
approximately $9.2 billion at December 31, 2008 and $9.7 billion at December 31, 2007 of liabilities assumed under retroactive
reinsurance contracts. Liabilities arising from retroactive contracts with exposure to claims of this nature are generally subject to
aggregate policy limits. Thus, Berkshire’s exposure to environmental and latent injury claims under these contracts is, likewise,
limited. Berkshire monitors evolving case law and its effect on environmental and latent injury claims. Changing government
regulations, newly identified toxins, newly reported claims, new theories of liability, new contract interpretations and other
factors could result in significant increases in these liabilities. Such development could be material to Berkshire’s results of
operations. It is not possible to reliably estimate the amount of additional net loss or the range of net loss that is reasonably
possible.

In November 2006, the Berkshire Hathaway Reinsurance Group’s lead insurance entity, National Indemnity Company
(“NICO”) and Equitas, a London based entity established to reinsure and manage the 1992 and prior years’ non-life insurance
and reinsurance liabilities of the Names or Underwriters at Lloyd’s of London, entered into an agreement for NICO to initially
provide up to $5.7 billion and potentially provide up to an additional $1.3 billion of reinsurance to Equitas in excess of its
undiscounted loss and allocated loss adjustment expense reserves as of March 31, 2006. The transaction became effective on
March 30, 2007. The agreement requires that NICO pay all claims and related costs that arise from the underlying insurance and
reinsurance contracts of Equitas, subject to the aforementioned excess limit of indemnification. On the effective date, the
aggregate limit of indemnification, which does not include unallocated loss adjustment expenses, was $13.8 billion. A
significant amount of loss exposure associated with Equitas is related to asbestos, environmental and latent injury claims.

NICO received substantially all of Equitas’ assets as consideration under the arrangement. The fair value of such
consideration was $7.1 billion and included approximately $540 million in cash and miscellaneous receivables plus a
combination of fixed maturity and equity securities which were delivered in April 2007. The cash and miscellaneous receivables
received are included in the accompanying Consolidated Statement of Cash Flows for 2007 as components of operating cash
flows. The investment securities received are reported as a non-cash investing activity.

The Equitas agreement was accounted for as reinsurance in accordance with SFAS No. 113 “Accounting and Reporting for
Reinsurance of Short-Duration and Long-Duration Contracts.” Accordingly, premiums earned of $7.1 billion and losses
incurred of $7.1 billion are reflected in the Consolidated Statement of Earnings. Losses incurred consisted of an estimated
liability for unpaid losses and loss adjustment expenses of $9.3 billion less an asset for unamortized deferred charges
reinsurance assumed of $2.2 billion. The deferred charge asset is being amortized over the expected remaining loss settlement
period using the interest method and the periodic amortization is being charged to earnings as a component of losses and loss
adjustment expenses incurred.

(14) Notes payable and other borrowings

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

2008 2007

Insurance and other:
Issued or guaranteed by Berkshire due 2009-2035 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,275 $1,682
Issued by subsidiaries and not guaranteed by Berkshire due 2009-2041 . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,074* 998

$4,349 $2,680

* Includes $1.1 billion of debt of subsidiaries acquired in 2008.

2008 2007

Utilities and energy:
Issued by MidAmerican Energy Holdings Company (“MidAmerican”) and its subsidiaries and not

guaranteed by Berkshire:
MidAmerican senior unsecured debt due 2009-2037 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,121 $ 5,471
Subsidiary debt due 2009-2038 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,573 13,227
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 451 304

$19,145 $19,002
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Notes to Consolidated Financial Statements (Continued)

(14) Notes payable and other borrowings (Continued)

Subsidiary debt of utilities and energy businesses represents amounts issued by subsidiaries of MidAmerican pursuant to
separate financing agreements. All or substantially all of the assets of certain utility subsidiaries are or may be pledged or
encumbered to support or otherwise secure the debt. These borrowing arrangements generally contain various covenants
including, but not limited to, leverage ratios, interest coverage ratios and debt service coverage ratios. As of December 31, 2008,
MidAmerican and its subsidiaries were in compliance with all applicable covenants. During 2008, MidAmerican and its
subsidiaries issued $2.15 billion of notes with maturities ranging from 2012 to 2038.

2008 2007

Finance and financial products:
Issued by Berkshire Hathaway Finance Corporation (“BHFC”) and guaranteed by Berkshire . . . . . . . . $10,778 $ 8,886
Issued by other subsidiaries and guaranteed by Berkshire due 2009-2027 . . . . . . . . . . . . . . . . . . . . . . . 706 804
Issued by other subsidiaries and not guaranteed by Berkshire 2009-2030 . . . . . . . . . . . . . . . . . . . . . . . . 1,904 2,454

$13,388 $12,144

Debt issued by BHFC matures between 2010 and 2018. During 2008, BHFC issued $5.0 billion of senior notes, and repaid
$3.1 billion of maturing notes. Borrowings by BHFC are used to provide financing for consumer installment loans.

Berkshire subsidiaries in the aggregate have approximately $3.8 billion of available unused lines of credit and commercial
paper capacity to support their short-term borrowing programs and provide additional liquidity. Generally, Berkshire’s
guarantee of a subsidiary’s debt obligation is an absolute, unconditional and irrevocable guarantee for the full and prompt
payment when due of all present and future payment obligations of the issuer.

Principal payments expected during the next five years are as follows (in millions).

2009 2010 2011 2012 2013

Insurance and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,365 $ 240 $ 110 $ 98 $ 101
Utilities and energy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,258 121 1,134 1,457 633
Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 301 2,150 1,632 1,633 3,557

$3,924 $2,511 $2,876 $3,188 $4,291

(15) Income taxes

The liability for income taxes as of December 31, 2008 and 2007 as reflected in the accompanying Consolidated Balance
Sheets is as follows (in millions).

2008 2007

Payable currently . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 161 $ (182)
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,316 18,156
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 803 851

$10,280 $18,825
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Notes to Consolidated Financial Statements (Continued)

(15) Income taxes (Continued)

The tax effects of temporary differences that give rise to significant portions of deferred tax assets and deferred tax
liabilities at December 31, 2008 and 2007 are shown below (in millions).

2008 2007

Deferred tax liabilities:
Investments – unrealized appreciation and cost basis differences . . . . . . . . . . . . . . . . . . . . . . $ 4,805 $13,501
Deferred charges reinsurance assumed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,373 1,395
Property, plant and equipment and assets held for lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,004 4,890
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,024 2,743

17,206 22,529

Deferred tax assets:
Unpaid losses and loss adjustment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (896) (756)
Unearned premiums . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (495) (425)
Accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,698) (1,259)
Derivative contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,144) —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,657) (1,933)

(7,890) (4,373)

Net deferred tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,316 $18,156

Deferred income taxes have not been established with respect to undistributed earnings of certain foreign subsidiaries.
Earnings expected to remain reinvested indefinitely were approximately $3,430 million as of December 31, 2008. Upon
distribution as dividends or otherwise, such amounts would be subject to taxation in the United States as well as foreign
countries. However, U.S. income tax liabilities could be offset, in whole or in part, by tax credits allowable from taxes paid to
foreign jurisdictions. Determination of the potential net tax due is impracticable due to the complexities of hypothetical
calculations involving uncertain timing and amounts of taxable income and the effects of multiple taxing jurisdictions.

The Consolidated Statements of Earnings reflect charges for income taxes as shown below (in millions).

2008 2007 2006

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 915 $5,740 $4,752
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249 234 153
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 814 620 600

$ 1,978 $6,594 $5,505

Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,811 $5,708 $5,030
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,833) 886 475

$ 1,978 $6,594 $5,505
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Notes to Consolidated Financial Statements (Continued)

(15) Income taxes (Continued)

Charges for income taxes are reconciled to hypothetical amounts computed at the U.S. Federal statutory rate in the table
shown below (in millions).

2008 2007 2006

Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,574 $20,161 $16,778

Hypothetical amounts applicable to above computed at the Federal statutory rate . . . . . . . . . . . . . . $2,651 $ 7,056 $ 5,872
Tax-exempt interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (88) (33) (44)
Dividends received deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (415) (306) (224)
State income taxes, less Federal income tax benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162 152 99
Foreign tax rate differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (59) (36) (45)
Effect of income tax rate changes on deferred income taxes * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (90) —
Non-taxable exchange of investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (154) — —
Other differences, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (119) (149) (153)

Total income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,978 $ 6,594 $ 5,505

* Relates to adjustments made to deferred income tax assets and liabilities in 2007 upon the enactment of reductions to
corporate income tax rates in the United Kingdom and Germany.

Berkshire or its subsidiaries file income tax returns in the U.S. federal jurisdiction and in many state, local and foreign
jurisdictions. Berkshire subsidiaries are under examination in many of these jurisdictions. With few exceptions, Berkshire and
its subsidiaries have settled tax return liabilities with U.S. federal, state, local, or foreign tax authorities for years before 1999.
During 2008, Berkshire and the U.S. Internal Revenue Service (“IRS”) have tentatively resolved all proposed adjustments for
the 1999 through 2001 tax years at the IRS Appeals level. The IRS has completed the examination of the consolidated U.S.
federal income tax returns for the 2002 through 2004 tax years. The proposed adjustments, predominantly related to timing of
deductions for insurance subsidiaries, are currently being reviewed in the IRS appeals process. The IRS is currently auditing our
consolidated U.S. federal income tax returns for the 2005 and 2006 tax years. While it is reasonably possible that certain of the
income tax examinations will be settled within the next twelve months, management believes that there are no jurisdictions in
which the outcome of unresolved issues or claims is likely to be material to the Consolidated Financial Statements.

At December 31, 2008 and 2007 net unrecognized tax benefits were $803 million and $851 million, respectively. Included
in the balance at December 31, 2008, are approximately $650 million of tax positions that, if recognized, would impact the
effective tax rate. The remaining balance in net unrecognized tax benefits principally relates to tax positions for which the
ultimate deductibility is highly certain but for which there is uncertainty about the timing of such deductibility. Because of the
impact of deferred tax accounting, other than interest and penalties, the disallowance of the shorter deductibility period would
not affect the annual effective tax rate but would accelerate the payment of cash to the taxing authority to an earlier period. As
of December 31, 2008, management does not expect any material changes to the estimated amount of unrecognized tax benefits
in the next twelve months.

(16) Dividend restrictions – Insurance subsidiaries

Payments of dividends by insurance subsidiaries are restricted by insurance statutes and regulations. Without prior regulatory
approval, insurance subsidiaries may declare up to approximately $9 billion as ordinary dividends before the end of 2009.

Combined shareholders’ equity of U.S. based property/casualty insurance subsidiaries determined pursuant to statutory
accounting rules (Statutory Surplus as Regards Policyholders) was approximately $51 billion at December 31, 2008 and $62
billion at December 31, 2007. The decline in statutory surplus in 2008 was primarily due to declines in market values of equity
securities.

Statutory surplus differs from the corresponding amount determined on the basis of GAAP. The major differences between
statutory basis accounting and GAAP are that deferred charges reinsurance assumed, deferred policy acquisition costs,
unrealized gains and losses on investments in fixed maturity securities and related deferred income taxes are recognized under
GAAP but not for statutory reporting purposes. In addition, statutory accounting for goodwill of acquired businesses requires
amortization of goodwill over 10 years, whereas under GAAP, goodwill is not amortized and is subject to periodic tests for
impairment.
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Notes to Consolidated Financial Statements (Continued)

(17) Fair value measurements

The estimated fair values of Berkshire’s financial instruments as of December 31, 2008 and 2007 are shown in the
following table (in millions). The carrying values of cash and cash equivalents, accounts receivable and accounts payable,
accruals and other liabilities are deemed to be reasonable estimates of their fair values.

Carrying Value Fair Value

2008 2007 2008 2007

Insurance and other:
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $27,115 $28,515 $27,115 $28,515
Investments in equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,073 74,999 49,073 74,999
Other investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,535 — 20,759 —
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,349 2,680 4,300 2,709

Finance and financial products:
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,517 3,056 4,517 3,231
Derivative contract assets (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208 699 208 699
Loans and finance receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,942 12,359 14,016 12,612
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,388 12,144 13,820 12,317
Derivative contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,612 6,887 14,612 6,887

Utilities and energy:
Derivative contract assets (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 324 397 324 397
Notes payable and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,145 19,002 19,144 19,834
Derivative contract liabilities (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 729 765 729 765

(1) Included in Other assets
(2) Included in Accounts payable, accruals and other liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants as of the measurement date. Fair value measurements assume the asset or liability is exchanged in an orderly
manner; the exchange is in the principal market for that asset or liability (or in the most advantageous market when no principal
market exists); and the market participants are independent, knowledgeable, able and willing to transact an exchange.
Nonperformance risk (credit risk) is considered in valuing liabilities.

Fair values for substantially all of Berkshire’s financial instruments were measured using market or income approaches.
Considerable judgment may be required in interpreting market data used to develop the estimates of fair value. Accordingly, the
estimates presented herein are not necessarily indicative of the amounts that could be realized in an actual current market
exchange. The use of different market assumptions and/or estimation methodologies may have a material effect on the estimated
fair value.

SFAS 157 establishes a framework for measuring fair value by creating a hierarchy for observable independent market inputs and
unobservable market assumptions. The hierarchy consists of three levels, ranging from the category the FASB deems to be most
reliable to a category where fair value is measured using significant unobservable inputs because of the lack of observable market
prices for the instrument, or Levels 1 through 3, respectively. A further description of the inputs used in the valuation of assets and
liabilities under the three levels are as follows.

Level 1 – Inputs represent unadjusted quoted prices for identical assets or liabilities exchanged in active markets.
Substantially all of Berkshire’s equity investments are traded on an exchange in active markets and fair value is based on
the closing price as of the balance sheet date.

Level 2 – Inputs include directly or indirectly observable inputs other than Level 1 inputs such as quoted prices for similar
assets or liabilities exchanged in active or inactive markets; quoted prices for identical assets or liabilities exchanged in
inactive markets; other inputs that are considered in fair value determinations of the assets or liabilities, such as interest
rates and yield curves that are observable at commonly quoted intervals, volatilities, prepayment speeds, loss severities,
credit risks and default rates; and inputs that are derived principally from or corroborated by observable market data by
correlation or other means. Fair values for Berkshire’s investments in fixed maturity securities are primarily based on
market prices and market data available for instruments with similar characteristics since active markets are not common
for many instruments. Pricing evaluations are based on yield curves for instruments with similar characteristics, such as
credit rating, estimated duration, and yields for other instruments of the issuer or entities in the same industry sector.
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Notes to Consolidated Financial Statements (Continued)

(17) Fair value measurements (Continued)

Level 3 – Inputs include unobservable inputs used in the measurement of assets and liabilities. Management is required to
use its own assumptions regarding unobservable inputs because there is little, if any, market activity in the assets or
liabilities or related observable inputs that can be corroborated at the measurement date. Measurements of non-exchange
traded derivative contracts and certain other investments carried at fair value are based primarily on valuation models,
discounted cash flow models or other valuation techniques that are believed to be used by market participants.
Unobservable inputs require management to make certain projections and assumptions about the information that would be
used by market participants in pricing assets or liabilities. Berkshire values its equity index put option contracts based on
the Black-Scholes option valuation model which Berkshire believes is used widely by market participants. Credit default
contracts are primarily valued based on indications of bid or offer data as of the balance sheet date. These contracts are not
exchange traded and certain of the terms of Berkshire’s contracts are not standard in derivatives markets. In particular,
Berkshire is not required to post collateral under most of its contracts. For these reasons, Berkshire has classified these
contracts as Level 3.

Financial assets and liabilities measured at fair value in the financial statements as of December 31, 2008 are summarized
in the following table by the type of inputs applicable to the fair value measurements (in millions).

Total
Fair Value

Quoted
Prices

(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable Inputs

(Level 3)

Insurance and other:
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . $27,115 $ 4,961 $21,650 $ 504
Investments in equity securities . . . . . . . . . . . . . . . . . . . . . . . . . 49,073 48,666 79 328
Other investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,223 — — 8,223

Finance and financial products:
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . 4,517 — 4,382 135
Net derivative contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . 14,404 — 288 14,116

Utilities and energy:
Net derivative contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . 405 — 2 403

A reconciliation of assets and liabilities measured at fair value on a recurring basis with the use of significant unobservable
inputs (Level 3) from January 1, 2008 to December 31, 2008 follows (in millions).

Investments
in fixed

maturity
securities

Investments
in equity
securities

Other
investments

Net
derivative
contract
liabilities

Balance at January 1, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $393 $356 $ — $ (6,784)
Gains (losses) included in:

Earnings * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 — — (6,765)
Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16) (29) 223 1
Regulatory assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — (110)

Purchases, sales, issuances and settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259 — 8,000 (874)
Transfers into (out of) Level 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1 — 13

Balance at December 31, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $639 $328 $8,223 $(14,519)

* Gains and losses related to changes in valuations are included in the Consolidated Statements of Earnings as a component of
investment gains/losses, derivative gains/losses or other revenues as appropriate. Substantially all of the losses included in
earnings were unrealized losses related to liabilities outstanding as of December 31, 2008.
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(18) Common stock

Changes in issued and outstanding Berkshire common stock during the three years ended December 31, 2008 are shown in
the table below.

Class A, $5 Par Value Class B, $0.1667 Par Value

(1,650,000 shares authorized)
Shares Issued and Outstanding

(55,000,000 shares authorized)
Shares Issued and Outstanding

Balance December 31, 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,260,920 8,394,083
Conversions of Class A common stock to Class B common stock and

other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (143,352) 4,358,348

Balance December 31, 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,117,568 12,752,431
Conversions of Class A common stock to Class B common stock and

other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (36,544) 1,247,649

Balance December 31, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,081,024 14,000,080
Conversions of Class A common stock to Class B common stock and

other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,023) 706,916

Balance December 31, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,059,001 14,706,996

Each share of Class B common stock has dividend and distribution rights equal to one-thirtieth (1/30) of such rights of a
Class A share. Accordingly, on an equivalent Class A common stock basis there are 1,549,234 shares outstanding as of
December 31, 2008 and 1,547,693 shares as of December 31, 2007.

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. On July 6, 2006, Berkshire’s Chairman and CEO, Warren
E. Buffett converted 124,998 shares of Class A common stock into 3,749,940 shares of Class B common stock. Each share of
Class B common stock possesses voting rights equivalent to one-two-hundredth (1/200) of the voting rights of a share of
Class A common stock. Class A and Class B common shares vote together as a single class.

(19) Pension plans

Several Berkshire subsidiaries individually sponsor defined benefit pension plans covering certain employees. Benefits
under the plans are generally based on years of service and compensation, although benefits under certain plans are based on
years of service and fixed benefit rates. The companies generally make contributions to the plans to meet regulatory
requirements plus additional amounts as determined by management based on actuarial valuations.

The components of net periodic pension expense for each of the three years ending December 31, 2008 are as follows (in
millions).

2008 2007 2006

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 176 $ 202 $ 199
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 452 439 390
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (463) (444) (393)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 65 67

Net pension expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 185 $ 262 $ 263
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(19) Pension plans (Continued)

The accumulated benefit obligation is the actuarial present value of benefits earned based on service and compensation
prior to the valuation date. As of December 31, 2008 and 2007, the accumulated benefit obligation was $6,693 million and
$6,990 million, respectively. The projected benefit obligation is the actuarial present value of benefits earned based upon service
and compensation prior to the valuation date and, if applicable, includes assumptions regarding future compensation levels.
Information regarding the projected benefit obligations is shown in the table that follows (in millions).

2008 2007

Projected benefit obligation, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,683 $7,926
Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176 202
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 452 439
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (455) (476)
Business acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249 —
Actuarial (gain) or loss and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (518) (408)

Projected benefit obligation, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,587 $7,683

Benefit obligations under qualified U.S. defined benefit plans are funded through assets held in trusts and are not included
as assets in Berkshire’s Consolidated Financial Statements. Pension obligations under certain non-U.S. plans and non-qualified
U.S. plans are unfunded. As of December 31, 2008, projected benefit obligations of non-qualified U.S. plans and non-U.S. plans
which are not funded through assets held in trusts were $604 million. A reconciliation of the changes in plan assets and a
summary of plan assets held as of December 31, 2008 and 2007 is presented in the table that follows (in millions).

2008 2007 2008 2007

Plan assets at beginning of year . . . . . . . . . . $ 7,063 $6,792 Cash and equivalents . . . . . . . . . . . . . . . . . $ 517 $ 427
Employer contributions . . . . . . . . . . . . . . . . . 279 262 U.S. Government obligations . . . . . . . . . . 121 186
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . (455) (476) Mortgage-backed securities . . . . . . . . . . . . 282 390
Actual return on plan assets . . . . . . . . . . . . . . (1,244) 447 Corporate obligations . . . . . . . . . . . . . . . . 942 1,005
Business acquisitions . . . . . . . . . . . . . . . . . . . 188 — Equity securities . . . . . . . . . . . . . . . . . . . . 2,864 4,169
Other and expenses . . . . . . . . . . . . . . . . . . . . (509) 38 Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 596 886

Plan assets at end of year . . . . . . . . . . . . . . . . $ 5,322 $7,063 $5,322 $7,063

Pension plan assets are generally invested with the long-term objective of earning sufficient amounts to cover expected
benefit obligations, while assuming a prudent level of risk. There are no target investment allocation percentages with respect to
individual or categories of investments. Allocations may change as a result of changing market conditions and investment
opportunities. The expected rates of return on plan assets reflect Berkshire’s subjective assessment of expected invested asset
returns over a period of several years. Berkshire generally does not give significant consideration to past investment returns
when establishing assumptions for expected long-term rates of returns on plan assets. Actual experience will differ from the
assumed rates.

The defined benefit plans expect to pay benefits to participants over the next ten years, reflecting expected future service as
appropriate, as follows (in millions): 2009 – $405; 2010 – $398; 2011 – $413; 2012 – $431; 2013 – $446; and 2014 to 2018 -
$2,460. Sponsoring subsidiaries expect to contribute $245 million to defined benefit pension plans in 2009.

As of December 31, 2008 and 2007, the net funded status of the plans is summarized in the table that follows (in millions).

2008 2007

Amounts recognized in the Consolidated Balance Sheets:
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,357 $ 981
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (92) (361)

$2,265 $ 620
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(19) Pension plans (Continued)

A reconciliation of amounts not yet recognized in net periodic benefit expense for the years ending December 31, 2008 and
2007 follows (in millions).

2008 2007

Net amount included in accumulated other comprehensive income, beginning of year . . . . . . . . . . . . . . . . . . . . $(164) $(303)
Amount included in net periodic pension expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 25
Gains/losses current period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (699) 114

Net amount included in accumulated other comprehensive income, end of year . . . . . . . . . . . . . . . . . . . . . . . . . $(853)* $(164)

* Includes $42 million that is expected to be included in net periodic pension expense in 2009.

Weighted average interest rate assumptions used in determining projected benefit obligations were as follows. These rates
are substantially the same as the weighted average rates used in determining the net periodic pension expense.

2008 2007

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3% 6.1%
Expected long-term rate of return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9 6.9
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.2 4.4

Several Berkshire subsidiaries also sponsor defined contribution retirement plans, such as 401(k) or profit sharing plans.
Employee contributions to the plans are subject to regulatory limitations and the specific plan provisions. Several of the plans
require that the subsidiary match these contributions up to levels specified in the plans and provide for additional discretionary
contributions as determined by management. The total expenses related to employer contributions for these plans were $519
million, $506 million and $498 million for the years ended December 31, 2008, 2007 and 2006, respectively.

(20) Contingencies and Commitments

Berkshire and its subsidiaries are parties in a variety of legal actions arising out of the normal course of business. In
particular, such legal actions affect Berkshire’s insurance and reinsurance businesses. Such litigation generally seeks to establish
liability directly through insurance contracts or indirectly through reinsurance contracts issued by Berkshire subsidiaries.
Plaintiffs occasionally seek punitive or exemplary damages. Berkshire does not believe that such normal and routine litigation
will have a material effect on its financial condition or results of operations. Berkshire and certain of its subsidiaries are also
involved in other kinds of legal actions, some of which assert or may assert claims or seek to impose fines and penalties in
substantial amounts.

a) Governmental Investigations

Berkshire, General Re Corporation (“General Re”) and certain of Berkshire’s insurance subsidiaries, including General
Reinsurance Corporation (“General Reinsurance”) and National Indemnity Company (“NICO”) have been continuing to
cooperate fully with the U.S. Securities and Exchange Commission (“SEC”), the U.S. Department of Justice, the U.S. Attorney
for the Eastern District of Virginia and the New York State Attorney General (“NYAG”) in their ongoing investigations of
non-traditional products. General Re originally received subpoenas from the SEC and NYAG in January 2005. Berkshire,
General Re, General Reinsurance and NICO have been providing information to the government relating to transactions
between General Reinsurance or NICO (or their respective subsidiaries or affiliates) and other insurers in response to the
January 2005 subpoenas and related requests and, in the case of General Reinsurance (or its subsidiaries or affiliates), in
response to subpoenas from other U.S. Attorneys conducting investigations relating to certain of these transactions. In
particular, Berkshire and General Re have been responding to requests from the government for information relating to certain
transactions that may have been accounted for incorrectly by counterparties of General Reinsurance (or its subsidiaries or
affiliates). The government has interviewed a number of current and former officers and employees of General Re and General
Reinsurance as well as Berkshire’s Chairman and CEO, Warren E. Buffett, in connection with these investigations.

In one case, a transaction initially effected with American International Group (“AIG”) in late 2000 (the “AIG
Transaction”), AIG has corrected its prior accounting for the transaction on the grounds, as stated in AIG’s 2004 10-K, that the
transaction was done to accomplish a desired accounting result and did not entail sufficient qualifying risk transfer to support
reinsurance accounting. General Reinsurance has been named in related civil actions brought against AIG. As part of their
ongoing investigations, governmental authorities have also inquired about the accounting by certain of Berkshire’s insurance
subsidiaries for certain assumed and ceded finite reinsurance transactions.
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(20) Contingencies and Commitments (Continued)

In June 2005, John Houldsworth, the former Chief Executive Officer of Cologne Reinsurance Company (Dublin) Limited
(“CRD”), a subsidiary of General Re, and Richard Napier, a former Senior Vice President of General Re who had served as an
account representative for the AIG account, each pleaded guilty to a federal criminal charge of conspiring with others to
misstate certain AIG financial statements in connection with the AIG Transaction and entered into a partial settlement
agreement with the SEC with respect to such matters.

On February 25, 2008, Ronald Ferguson, General Re’s former Chief Executive Officer, Elizabeth Monrad, General Re’s
former Chief Financial Officer, Christopher Garand, a former General Reinsurance Senior Vice President and Robert Graham, a
former General Reinsurance Senior Vice President and Assistant General Counsel, were each convicted in a trial in the U.S.
District Court for the District of Connecticut on charges of conspiracy, mail fraud, securities fraud and making false statements
to the SEC in connection with the AIG Transaction. These individuals have the right to appeal their convictions. Following their
convictions, each of these individuals agreed to a judgment of a forfeiture allegation which required them to be jointly and
severally liable for a payment of $5 million to the U.S. Government. This $5 million amount, which represented the fee received
by General Reinsurance in connection with the AIG Transaction, was paid by General reinsurance in April 2008. Each of these
individuals, who had previously received a “Wells” notice in 2005 from the SEC, is also the subject of an SEC enforcement
action for allegedly aiding and abetting AIG’s violations of the antifraud provisions and other provisions of the federal securities
laws in connection with the AIG Transaction. The SEC case is presently stayed. Joseph Brandon, who resigned as the Chief
Executive Officer of General Re effective on April 14, 2008, also received a “Wells” notice from the SEC in 2005.

Berkshire understands that the government is evaluating the actions of General Re and its subsidiaries, as well as those of
their counterparties, to determine whether General Re or its subsidiaries conspired with others to misstate counterparty financial
statements or aided and abetted such misstatements by the counterparties. Berkshire believes that government authorities are
continuing to evaluate possible legal actions against General Re and its subsidiaries.

Various state insurance departments have issued subpoenas or otherwise requested that General Reinsurance, NICO and
their affiliates provide documents and information relating to non-traditional products. The Office of the Connecticut Attorney
General has also issued a subpoena to General Reinsurance for information relating to non-traditional products. General
Reinsurance, NICO and their affiliates have been cooperating fully with these subpoenas and requests.

CRD is also providing information to and cooperating fully with the Irish Financial Services Regulatory Authority in its
inquiries regarding the activities of CRD. The Office of the Director of Corporate Enforcement in Ireland is conducting a
preliminary evaluation in relation to CRD concerning, in particular, transactions between CRD and AIG. CRD is cooperating fully
with this preliminary evaluation.

Berkshire cannot at this time predict the outcome of these matters and is unable to estimate a range of possible loss and
cannot predict whether or not the outcomes will have a material adverse effect on Berkshire’s business or results of operations
for at least the quarterly period when these matters are completed or otherwise resolved.

b) Civil Litigation

Litigation Related to ROA

General Reinsurance and several current and former employees, along with numerous other defendants, have been sued in
thirteen federal lawsuits involving Reciprocal of America (“ROA”) and related entities. ROA was a Virginia-based reciprocal
insurer and reinsurer of physician, hospital and lawyer professional liability risks. Nine are putative class actions initiated by
doctors, hospitals and lawyers that purchased insurance through ROA or certain of its Tennessee-based risk retention groups.
These complaints seek compensatory, treble, and punitive damages in an amount plaintiffs contend is just and reasonable.

General Reinsurance is also subject to actions brought by the Virginia Commissioner of Insurance, as Deputy Receiver of
ROA, the Tennessee Commissioner of Insurance, as Receiver for purposes of liquidating three Tennessee risk retention groups,
a state lawsuit filed by a Missouri-based hospital group that was removed to federal court and another state lawsuit filed by an
Alabama doctor that was also removed to federal court. The first of these actions was filed in March 2003 and additional actions
were filed in April 2003 through June 2006. In the action filed by the Virginia Commissioner of Insurance, the Commissioner
asserts in several of its claims that the alleged damages are believed to exceed $200 million in the aggregate as against all
defendants.
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(20) Contingencies and Commitments (Continued)

All of these cases are collectively assigned to the U.S. District Court for the Western District of Tennessee for pretrial
proceedings. General Reinsurance filed motions to dismiss all of the claims against it in these cases and, in June 2006, the court
granted General Reinsurance’s motion to dismiss the complaints of the Virginia and Tennessee receivers. The court granted the
Tennessee receiver leave to amend her complaint, and the Tennessee receiver filed her amended complaint on August 7, 2006.
General Reinsurance has filed a motion to dismiss the amended complaint in its entirety and that motion was granted, with the
court dismissing the claim based on an alleged violation of RICO with prejudice and dismissing the state law claims without
prejudice. One of the other defendants filed a motion for the court to reconsider the dismissal of the state law claims, requesting
that the court retain jurisdiction over them. That motion is pending.

The Tennessee Receiver subsequently filed three Tennessee state court actions against General Reinsurance, essentially
asserting the same state law claims that had been dismissed without prejudice by the Federal court. General Reinsurance
removed those actions to Federal court, and the Judicial Panel on Multi-District Litigation ultimately transferred these actions to
the U.S. District Court for the Western District of Tennessee.

The Virginia receiver has moved for reconsideration of the dismissal and for leave to amend his complaint, which was
opposed by General Reinsurance. The court affirmed its original ruling but has given the Virginia receiver leave to amend. In
September 2006, the court also dismissed the complaint filed by the Missouri-based hospital group. The Missouri-based hospital
group has filed a motion for reconsideration of the dismissal and for leave to file an amended complaint. General Reinsurance
has filed its opposition to that motion and awaits a ruling by the court. The court has also not yet ruled on General Reinsurance’s
motions to dismiss the complaints of the other plaintiffs. The parties have commenced discovery.

General Reinsurance filed a Complaint and a motion in federal court to compel the Tennessee and Virginia receivers to
arbitrate their claims against General Reinsurance. The receivers filed motions to dismiss the Complaint. These motions are
pending.

Actions related to AIG

General Reinsurance is a defendant in In re American International Group Securities Litigation, Case No. 04-CV-8141-
(LTS), United States District Court, Southern District of New York, a putative class action (the “AIG Securities Litigation”)
asserted on behalf of investors who purchased publicly-traded securities of AIG between October 1999 and March 2005. The
complaint, originally filed in April 2005, asserts various claims against AIG and certain of its officers, directors, investment
banks and other parties, including Messrs. Ferguson, Napier and Houldsworth (whom the Complaint defines, together with
General Reinsurance, as the “General Re Defendants”). The Complaint alleges that the General Re Defendants violated
Section 10(b) of the Securities Exchange Act and Rule 10b-5 in connection with the AIG Transaction. The Complaint seeks
damages and other relief in unspecified amounts. General Reinsurance has answered the Complaint, denying liability and
asserting various affirmative defenses. Discovery is ongoing, with a current discovery cut-off of December 1, 2009. Lead
plaintiffs filed a motion for class certification on February 20, 2008. Various defendants, including General Reinsurance, have
filed oppositions to class certification. The court has not yet ruled on the motion. On May 29, 2008, General Reinsurance filed a
motion for judgment on the pleadings. Plaintiffs filed an opposition to that motion on June 30, 2008. The court has not ruled on
that motion. The lead plaintiffs and General Reinsurance have reached agreement concerning the terms of a settlement that
would resolve all claims against the General Re Defendants in exchange for a payment by General Reinsurance of $72 million.
This settlement remains subject to court approval.

A member of the putative class in the litigation described in the preceding paragraph has asserted similar claims against
General Re and Mr. Ferguson in a separate complaint, Florida State Board of Administration v. General Re Corporation, et al.,
Case No. 06-CV-3967, United States District Court, Southern District of New York. The claims against General Re and
Mr. Ferguson closely resemble those asserted in the class action. The complaint does not specify the amount of damages sought.
General Re has answered the Complaint, denying liability and asserting various affirmative defenses. No trial date has been
established. The parties are coordinating discovery and other proceedings among this action, a similar action filed by the same
plaintiff against AIG and others, the class action described in the preceding paragraph, and the shareholder derivative actions
described in the next two paragraphs.

On July 27, 2005, General Reinsurance received a Summons and a Verified and Amended Shareholder Derivative
Complaint in In re American International Group, Inc. Derivative Litigation, Case No. 04-CV-08406, United States District
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Court, Southern District of New York. The complaint, brought by several alleged shareholders of AIG, seeks damages,
injunctive and declaratory relief against various officers and directors of AIG as well as a variety of individuals and entities with
whom AIG did business, relating to a wide variety of allegedly wrongful practices by AIG. The allegations relating to General
Reinsurance focus on the AIG Transaction, and the complaint purports to assert causes of action in connection with that
transaction for aiding and abetting other defendants’ breaches of fiduciary duty and for unjust enrichment. The complaint does
not specify the amount of damages or the nature of any other relief sought. Subsequently, this derivative litigation was stayed by
stipulation between the plaintiffs and AIG. That stay remains in place.

In August 2005, General Reinsurance received a Summons and First Amended Consolidated Shareholders’ Derivative
Complaint in In re American International Group, Inc. Consolidated Derivative Litigation, Case No. 769-N, Delaware Chancery
Court. In June 2007, AIG filed an Amended Complaint in the Delaware Derivative Litigation asserting claims against two of its
former officers, but not against General Reinsurance. On September 28, 2007, AIG and the shareholder plaintiffs filed a Second
Combined Amended Complaint, in which AIG asserted claims against certain of its former officers and the shareholder
plaintiffs asserted claims against a number of other defendants, including General Reinsurance and General Re. The claims
asserted in the Delaware complaint are substantially similar to those asserted in the New York derivative complaint, except that
the Delaware complaint makes clear that the plaintiffs are asserting claims against both General Reinsurance and General Re.
General Reinsurance and General Re filed a motion to dismiss on November 30, 2007. Various parties moved to stay discovery
and/or all proceedings in the Delaware derivative litigation. At a hearing held on February 12, 2008, the Court ruled that
discovery would be stayed pending the resolution of the claims asserted against AIG in the AIG Securities Litigation. The
briefing on the motions filed by General Reinsurance and General Re was completed by September 8, 2008. The court heard
argument on certain other defendants’ motions to dismiss on November 7, 2008 and issued a decision on February 10, 2009
granting some defendants’ motions and denying others. The court has not yet heard oral argument on the motions filed by
General Reinsurance and General Re and has not ruled on those motions.

FAI/HIH Matter

In December 2003, the Liquidators of both FAI Insurance Limited (“FAI”) and HIH Insurance Limited (“HIH”) advised
GRA and Cologne Re that they intended to assert claims arising from insurance transactions GRA entered into with FAI in May
and June 1998. In August 2004, the Liquidators filed claims in the Supreme Court of New South Wales in order to avoid the
expiration of a statute of limitations for certain plaintiffs. The focus of the Liquidators’ allegations against GRA and Cologne Re
are the 1998 transactions GRA entered into with FAI (which was acquired by HIH in 1999). The Liquidators contend, among
other things, that GRA and Cologne Re engaged in deceptive conduct that assisted FAI in improperly accounting for such
transactions as reinsurance, and that such deception led to HIH’s acquisition of FAI and caused various losses to FAI and HIH.
The Liquidator of HIH served its Complaint on GRA and Cologne Re in June 2006 and discovery has been ongoing. The FAI
Liquidator dismissed his complaint against GRA and Cologne Re. GRA and Cologne Re recently entered into a settlement in
principle with the HIH Liquidator. The parties are still formulating a settlement deed, which will be subject to court approval.

Berkshire has established reserves for certain of the legal proceedings discussed above where it has concluded that the
likelihood of an unfavorable outcome is probable and the amount of the loss can be reasonably estimated. For other legal
proceedings discussed above, either Berkshire has determined that an unfavorable outcome is reasonably possible but it is
unable to estimate a range of possible losses or it is unable to predict the outcome of the matter. Management believes that any
liability to the Company that may arise as a result of current pending civil litigation, including the matters discussed above, will
not have a material effect on Berkshire’s financial condition or results of operations.

c) Commitments

Berkshire subsidiaries lease certain manufacturing, warehouse, retail and office facilities as well as certain equipment. Rent
expense for all leases was $725 million in 2008, $648 million in 2007 and $578 million in 2006. Minimum rental payments for
operating leases having initial or remaining non-cancelable terms in excess of one year are as follows. Amounts are in millions.

2009 2010 2011 2012 2013
After
2013 Total

$583 $483 $406 $340 $247 $1,056 $3,115

Several of Berkshire’s subsidiaries have made long-term commitments to purchase goods and services used in their
businesses. The most significant of these relate to NetJets’ commitments to purchase up to 556 aircraft through 2018 and
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Notes to Consolidated Financial Statements (Continued)

(20) Contingencies and Commitments (Continued)

MidAmerican’s commitments to purchase coal, electricity and natural gas. As of December 31, 2008, commitments under all
such subsidiary arrangements were approximately $6.6 billion in 2009, $4.0 billion in 2010, $2.9 billion in 2011, $2.5 billion in
2012, $2.1 billion in 2013 and $7.2 billion after 2013.

Berkshire is obligated to acquire the remaining minority shareholders’ interests of Marmon (36.4%) in stages between
2011 and 2014. Based upon the initial purchase price, the cost to Berkshire of the minority shareholders’ interest would be
approximately $2.7 billion. However, the consideration payable for the minority shareholders’ interest is contingent upon future
operating results of Marmon and the per share cost could be greater than or less than the initial per share price.

Berkshire is also obligated under certain conditions to acquire minority ownership interests of certain consolidated, but not
wholly-owned subsidiaries, pursuant to the terms of certain shareholder agreements with the minority shareholders. The
consideration payable for such interests is generally based on the fair value of the subsidiary. If Berkshire acquired all such
outstanding minority ownership interest holdings as of December 31, 2008, the cost to Berkshire would have been
approximately $4 billion. However, the timing and the amount of any such future payments that might be required are
contingent on future actions of the minority owners and future operating results of the related subsidiaries.

(21) Business segment data

Berkshire’s reportable business segments are organized in a manner that reflects how management views those business
activities. Certain businesses have been grouped together for segment reporting based upon similar products or product lines,
marketing, selling and distribution characteristics, even though those business units are operated under separate local
management.

The tabular information that follows shows data of reportable segments reconciled to amounts reflected in the Consolidated
Financial Statements. Intersegment transactions are not eliminated in instances where management considers those transactions
in assessing the results of the respective segments. Furthermore, Berkshire management does not consider investment and
derivative gains/losses or amortization of purchase accounting adjustments in assessing the performance of reporting units.
Collectively, these items are included in reconciliations of segment amounts to consolidated amounts.

Business Identity Business Activity

GEICO Underwriting private passenger automobile insurance mainly
by direct response methods

General Re Underwriting excess-of-loss, quota-share and facultative
reinsurance worldwide

Berkshire Hathaway Reinsurance Group Underwriting excess-of-loss and quota-share reinsurance for
property and casualty insurers and reinsurers

Berkshire Hathaway Primary Group Underwriting multiple lines of property and casualty
insurance policies for primarily commercial accounts

BH Finance, Clayton Homes, XTRA, CORT and other financial
services (“Finance and financial products”)

Proprietary investing, manufactured housing and related
consumer financing, transportation equipment leasing,
furniture leasing, life annuities and risk management
products

Marmon An association of approximately 130 manufacturing and
service businesses that operate within 11 diverse business
sectors

McLane Company Wholesale distribution of groceries and non-food items

MidAmerican Regulated electric and gas utility, including power
generation and distribution activities in the U.S. and
internationally; domestic real estate brokerage

Shaw Industries Manufacturing and distribution of carpet and floor coverings
under a variety of brand names
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Notes to Consolidated Financial Statements (Continued)

(21) Business segment data (Continued)

Other businesses not specifically identified with reportable business segments consist of a large, diverse group of
manufacturing, service and retailing businesses.

Manufacturing Acme Building Brands, Benjamin Moore, H.H. Brown Shoe
Group, CTB, Fechheimer Brothers, Forest River, Fruit of the
Loom, Garan, IMC, Johns Manville, Justin Brands, Larson-
Juhl, MiTek, Richline, Russell and Scott Fetzer

Service Buffalo News, Business Wire, FlightSafety, International
Dairy Queen, Pampered Chef, NetJets and TTI

Retailing Ben Bridge Jeweler, Borsheims, Helzberg Diamond Shops,
Jordan’s Furniture, Nebraska Furniture Mart, See’s, Star
Furniture and R.C. Willey

A disaggregation of Berkshire’s consolidated data for each of the three most recent years is presented in the tables which
follow on this and the following two pages (in millions).

Revenues
Earnings (loss) before taxes

and minority interests

2008 2007 2006 2008 2007 2006

Operating Businesses:
Insurance group:

Premiums earned:
GEICO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,479 $ 11,806 $11,055 $ 916 $ 1,113 $ 1,314
General Re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,014 6,076 6,075 342 555 526
Berkshire Hathaway Reinsurance Group . . . . . . . . . . . . . . 5,082 11,902 4,976 1,324 1,427 1,658
Berkshire Hathaway Primary Group . . . . . . . . . . . . . . . . . . 1,950 1,999 1,858 210 279 340

Investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,759 4,791 4,347 4,722 4,758 4,316

Total insurance group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,284 36,574 28,311 7,514 8,132 8,154

Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,947 5,119 5,124 787 1,006 1,157
Marmon * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,529 — — 733 — —
McLane Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,852 28,079 25,693 276 232 229
MidAmerican . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,971 12,628 10,644 2,963 1,774 1,476
Shaw Industries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,052 5,373 5,834 205 436 594
Other businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,666 25,648 21,133 2,809 3,279 2,703

115,301 113,421 96,739 15,287 14,859 14,313

Reconciliation of segments to consolidated amount:
Investment and derivative gains/losses . . . . . . . . . . . . . . . . . . . . (7,461) 5,509 2,635 (7,461) 5,509 2,635
Interest expense, not allocated to segments . . . . . . . . . . . . . . . . — — — (35) (52) (76)
Eliminations and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (54) (685) (835) (217) (155) (94)

$107,786 $118,245 $98,539 $ 7,574 $20,161 $16,778

* Includes results from the acquisition date of March 18, 2008.
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Notes to Consolidated Financial Statements (Continued)

(21) Business segment data (Continued)

Capital expenditures **
Depreciation

of tangible assets

2008 2007 2006 2008 2007 2006

Operating Businesses:
Insurance group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72 $ 52 $ 65 $ 70 $ 69 $ 64
Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 185 322 334 228 226 230
Marmon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 553 — — 361 — —
McLane Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180 175 193 109 100 94
MidAmerican . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,936 3,513 2,423 1,128 1,157 949
Shaw Industries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 173 144 189 150 144 134
Other businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,039 1,167 1,367 764 711 595

$6,138 $5,373 $4,571 $2,810 $2,407 $2,066

** Excludes capital expenditures which were part of business acquisitions.

Goodwill
at year-end

Identifiable assets
at year-end

2008 2007 2008 2007

Operating Businesses:
Insurance group:

GEICO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,372 $ 1,372 $ 18,699 $ 18,988
General Re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,532 13,532 28,953 32,571
Berkshire Hathaway Reinsurance and Primary Groups . . . . . . . . . . . . . . . . . . . 578 546 85,584 95,379

Total insurance group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,482 15,450 133,236 146,938

Finance and financial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,024 1,013 22,918 24,733
Marmon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 682 — 9,757 —
McLane Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154 149 3,477 3,329
MidAmerican . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,280 5,543 36,290 33,645
Shaw Industries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,258 2,339 2,924 2,922
Other businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,901 8,368 21,323 20,579

$33,781 $32,862 229,925 232,146

Reconciliation of segments to consolidated amount:
Corporate and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,693 8,152
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,781 32,862

$267,399 $273,160

Insurance premiums written by geographic region (based upon the domicile of the insured or reinsured) are summarized
below. Dollars are in millions.

Property/Casualty Life/Health

2008 2007 2006 2008 2007 2006

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,267 $18,589 $19,195 $1,119 $1,092 $1,073
Western Europe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,145 9,641 2,576 749 706 628
All other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 797 588 638 720 681 667

$24,209 $28,818 $22,409 $2,588 $2,479 $2,368

Insurance premiums written and earned in 2007 included $7.1 billion from a single reinsurance transaction with Equitas. See
Note 13 for additional information. Amounts for Western Europe were primarily in the United Kingdom, Switzerland and
Germany. Consolidated sales and service revenues in 2008, 2007 and 2006 were $65.9 billion, $58.2 billion and $51.8 billion,
respectively. Approximately 90% of such amounts in each year were in the United States with the remainder primarily in Canada
and Europe. In 2008, consolidated sales and service revenues included $11.2 billion of sales to Wal-Mart Stores, Inc. which were
primarily related to McLane’s wholesale distribution business. At December 31, 2008, over 80% of Berkshire’s net property, plant
and equipment and assets held for lease are located in the United States with the remainder primarily in Canada and Europe.
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Notes to Consolidated Financial Statements (Continued)

(21) Business segment data (Continued)

Premiums written and earned by the property/casualty and life/health insurance businesses are summarized below (in
millions).

Property/Casualty Life/Health

2008 2007 2006 2008 2007 2006

Premiums Written:
Direct . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,953 $16,056 $15,729
Assumed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,960 13,316 7,224 $2,690 $2,579 $2,476
Ceded . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (704) (554) (544) (102) (100) (108)

$24,209 $28,818 $22,409 $2,588 $2,479 $2,368

Premiums Earned:
Direct . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,269 $16,076 $15,453
Assumed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,332 13,744 6,746 $2,682 $2,564 $2,471
Ceded . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (656) (499) (599) (102) (102) (107)

$22,945 $29,321 $21,600 $2,580 $2,462 $2,364

(22) Quarterly data

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

1st

Quarter
2nd

Quarter
3rd

Quarter
4th

Quarter

2008
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25,175 $30,093 $27,926 $24,592
Net earnings * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 940 2,880 1,057 117
Net earnings per equivalent Class A common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . 607 1,859 682 76

2007
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $32,918 $27,347 $29,937 $28,043
Net earnings * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,595 3,118 4,553 2,947
Net earnings per equivalent Class A common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,682 2,018 2,942 1,904

* Includes investment gains/losses and derivative gains/losses, which, for any given period have no predictive value and
variations in amount from period to period have no practical analytical value. Derivative gains/losses include significant
amounts related to non-cash fair value changes in the value of long-term contracts arising from short-term changes in equity
prices, interest rate and foreign currency rates, among other factors. After-tax investment and derivative gains/losses for the
periods presented above are as follows (in millions):

1st

Quarter
2nd

Quarter
3rd

Quarter
4th

Quarter

Investment and derivative gains/losses – 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(991) $610 $(1,012) $(3,252)
Investment and derivative gains/losses – 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 382 608 1,992 597
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A. Controls and Procedures

At the end of the period covered by this Annual Report on Form 10-K, the Corporation carried out an evaluation, under the
supervision and with the participation of the Corporation’s management, including the Chairman (Chief Executive Officer) and
the Senior Vice President-Treasurer (Chief Financial Officer), of the effectiveness of the design and operation of the
Corporation’s disclosure controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon that evaluation, the
Chairman (Chief Executive Officer) and the Senior Vice President-Treasurer (Chief Financial Officer) concluded that the
Corporation’s disclosure controls and procedures are effective in timely alerting them to material information relating to the
Corporation (including its consolidated subsidiaries) required to be included in the Corporation’s periodic SEC filings. The
report called for by Item 308(a) of Regulation S-K is incorporated herein by reference to Management’s Report on Internal
Control Over Financial Reporting, included on page 55 of this report. The attestation report called for by Item 308(b) of
Regulation S-K is incorporated herein by reference to Report of Independent Registered Public Accounting Firm, included on
page 56 of this report. There has been no change in the Corporation’s internal control over financial reporting during the quarter
ended December 31, 2008 that has materially affected, or is reasonably likely to materially affect, the Corporation’s internal
control over financial reporting.

Item 9B. Other Information

On October 23, 2008, Deloitte & Touche LLP (“Deloitte”), our registered public accounting firm, advised us that it had
become aware that a former Deloitte partner, who had been the advisory partner on Deloitte’s client service team for the
Company from 2001 until his resignation from Deloitte in September 2008 (the “Former Advisory Partner”), had traded in our
securities. Deloitte subsequently informed us that it believed the Former Advisory Partner had traded in our securities on six
occasions during 2005 and 2006. Deloitte concluded that these securities transactions violated the SEC’s auditor independence
rules, as well as Deloitte’s own policies on auditor independence. Deloitte conducted an internal review and concluded that the
Former Advisory Partner’s actions did not impair Deloitte’s objectivity or impartiality or that of the engagement team that has
conducted our audits.

The Company’s Deloitte audit engagement team consisted of a lead client service partner, who had responsibility for all
substantive issues with respect to the planning, scope and conduct of the audit, an engagement quality assurance review partner,
additional professional staff (including several other partners responsible for the oversight of audit procedures performed at
several of the Company’s major subsidiaries) and the Former Advisory Partner, who functioned primarily in a client relationship
and client service assessment role and had no substantive or technical role in the audit. The Former Advisory Partner attended
most Audit Committee meetings. His primary role was to function in a client relationship role, including conducting Deloitte’s
annual client service assessments, and he did not review any substantive audit matters with the Audit Committee or Company
management. The Former Advisory Partner attended one or more of the Company’s annual meetings of shareholders as one of
the Deloitte representatives attending those meetings. Neither the Former Advisory Partner nor any other Deloitte
representatives spoke at any of these meetings and no questions were asked of Deloitte. On November 5, 2008, Deloitte reported
to the Audit Committee the results of its investigation of the involvement of the Former Advisory Partner in actual audit
matters. Deloitte reviewed its national office consultation logs from 2001 through September 2008 and determined that there
was no indication of the Former Advisory Partner’s involvement in any national office consultations. Deloitte determined that
the Former Advisory Partner’s role on the audit engagement did not involve participation in the scoping or execution of
Deloitte’s audit of the Company’s annual financial statements or Deloitte’s review of quarterly financial statements. Deloitte
concluded that the Former Advisory Partner performed his role as advisory partner in a manner that did not influence the audit
engagement partners or any other members of the audit engagement team responsible for the audit in a manner that would
impact the engagement team’s objectivity or impartiality. On November 5, 2008, Deloitte also provided a draft letter to the
Audit Committee concluding the actions of the Former Advisory Partner did not impair Deloitte’s past or continuing
independence.

Following Deloitte’s disclosure, the Audit Committee initiated its own review with the assistance of the Company’s senior
management and outside counsel selected by the Audit Committee for this purpose. The review included an examination of our
relationship to the Former Advisory Partner and his role on our engagement. Over the course of the review, outside counsel
examined a substantial number of documents and communications from Deloitte’s and the Company’s files, including the
Former Advisory Partner’s annual goals and assessments, his annual independence certifications, his personal office files related
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to Berkshire, minutes of Audit Committee meetings and email and other documents relating to our audit engagement. The
review included interviews conducted by outside counsel of Deloitte’s current and former lead client service partners. The Audit
Committee and outside counsel also met with senior Company management and senior management of Deloitte. The review
confirmed Deloitte’s findings that the Former Advisory Partner met with our Audit Committee as well as senior Company
management, for the purpose of enhancing Deloitte’s client service to us rather than participating in the audit or review of the
Company’s financial statements. In the course of an Audit Committee meeting, each of the members of the Audit Committee, as
well as senior Company management, confirmed that their experiences with the Former Advisory Partner were consistent with
these findings. Based on this review, and considering the points spelled out in the next paragraph, the Audit Committee
concluded that the Former Advisory Partner had functioned in a client relationship role and had not been substantively involved
in the audit or influenced any substantive portion of any audit or review of our financial statements.

Following completion of the review, the Audit Committee concluded, consistent with Deloitte’s conclusion, reconfirmed in
Deloitte’s letter to the Audit Committee issued January 5, 2009, that Deloitte’s impartiality or objectivity related to its audits of
Berkshire has not been compromised and therefore, notwithstanding the violation of the independence rules, Deloitte’s
independence was not impaired. In reaching this conclusion, the Audit Committee took into consideration the following: (i) the
Former Advisory Partner is no longer a partner or otherwise affiliated with Deloitte; (ii) the Former Advisory Partner did not
disclose his investments to Deloitte, in contravention of Deloitte’s independence policies; (iii) the Former Advisory Partner’s
role on the audit engagement did not involve participation in the scoping or execution of Deloitte’s audit of the Company’s
annual financial statements or Deloitte’s review of quarterly financial statements, or his participation in determining or
influencing the conclusion on any technical consultations with Deloitte’s national office regarding Berkshire matters;
(iv) Deloitte concluded that the Former Advisory Partner performed his role as advisory partner in a manner that did not
influence the audit engagement partners or any other members of the audit engagement team responsible for the audit in a
manner that would impact the engagement team’s objectivity or impartiality; (v) there is no indication of independence issues
with respect to other members of the engagement team; (vi) while the Former Advisory Partner attended most meetings of the
Audit Committee and occasional meetings with management, the Former Advisory Partner did not participate in the
consideration or review of substantive issues relating to any audit process or regarding the accounting treatment of any items
appearing on the Company’s financial statements; (vii) the nature and extent of interaction between the Former Advisory
Partner and members of management and the Audit Committee was limited to matters related to the relationship between
Deloitte and the Company and did not include substantive involvement with any significant accounting or financial reporting
positions or the audit scope and related findings; (viii) Deloitte issued a report, dated January 5, 2009, to the Audit Committee
reaffirming Deloitte’s independence per the requirements of the rule issued by the Public Company Accounting Oversight
Board; and (ix) Deloitte represents that it has in place a quality control system that meets the requirements of the SEC and the
Public Company Accounting Oversight Board, and provides reasonable assurance that the accounting firm and its employees do
not lack independence. The Company and Deloitte separately reported their conclusions to the SEC Staff.

Part III

Except for the information set forth under the caption “Executive Officers of the Registrant” in Part I hereof, information
required by this Part (Items 10, 11, 12, 13 and 14) is incorporated by reference from the Registrant’s definitive proxy statement,
filed pursuant to Regulation 14A, for the Annual Meeting of Shareholders of the Registrant to be held on May 2, 2009, which
meeting will involve the election of directors.
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Part IV

Item 15. Exhibits and Financial Statement Schedules

(a) 1. Financial Statements

The following Consolidated Financial Statements, as well as the Report of Independent Registered Public Accounting
Firm, are included in Part II Item 8 of this report:

PAGE

Report of Independent Registered Public Accounting Firm . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56
Consolidated Balance Sheets at December 31, 2008 and 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57
Consolidated Statements of Earnings for the years ended 2008, 2007 and 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58
Consolidated Statements of Cash Flows for the years ended 2008, 2007 and 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59
Consolidated Statements of Changes in Shareholders’ Equity and Comprehensive Income for the years ended 2008,

2007 and 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60
Notes to Consolidated Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61

2. Financial Statement Schedule

Report of Independent Registered Public Accounting Firm . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96
Schedule I—Parent Company

Condensed Balance Sheets as of December 31, 2008 and 2007 and Condensed Statements of Earnings and Cash
Flows for the years ended 2008, 2007 and 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97-98

Other schedules are omitted because they are not required, information therein is not applicable, or is reflected in the
Consolidated Financial Statements or notes thereto.

(b) Exhibits

See the “Exhibit Index” at page 99.
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SIGNATURES

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

BERKSHIRE HATHAWAY INC.

Date: February 27, 2009 /s/ MARC D. HAMBURG

Marc D. Hamburg
Senior Vice President and
Principal Financial Officer

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

/s/ WARREN E. BUFFETT

Warren E. Buffett

Chairman of the Board
of Directors—Chief Executive Officer

February 27, 2009
Date

/s/ HOWARD G. BUFFETT

Howard G. Buffett

Director February 27, 2009
Date

/s/ SUSAN L. DECKER

Susan L. Decker

Director February 27, 2009
Date

/s/ WILLIAM H. GATES III
William H. Gates III

Director February 27, 2009
Date

/s/ DAVID S. GOTTESMAN

David S. Gottesman

Director February 27, 2009
Date

/s/ CHARLOTTE GUYMAN

Charlotte Guyman

Director February 27, 2009
Date

/s/ DONALD R. KEOUGH

Donald R. Keough

Director February 27, 2009
Date

/s/ CHARLES T. MUNGER

Charles T. Munger

Vice Chairman of the Board of Directors February 27, 2009
Date

/s/ THOMAS S. MURPHY

Thomas S. Murphy

Director February 27, 2009
Date

/s/ RONALD L. OLSON

Ronald L. Olson

Director February 27, 2009
Date

/s/ WALTER SCOTT, JR.
Walter Scott, Jr.

Director February 27, 2009
Date

/s/ MARC D. HAMBURG

Marc D. Hamburg

Senior Vice President—Principal Financial Officer February 27, 2009
Date

/s/ DANIEL J. JAKSICH

Daniel J. Jaksich

Vice President—Controller February 27, 2009
Date
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Berkshire Hathaway Inc.
Omaha, Nebraska

We have audited the consolidated financial statements of Berkshire Hathaway Inc. and subsidiaries (the “Company”) as of
December 31, 2008 and 2007, and for each of the three years in the period ended December 31, 2008, and the Company’s
internal control over financial reporting as of December 31, 2008, and have issued our report thereon dated February 27, 2009;
such consolidated financial statements and report are included elsewhere in this Form 10-K. Our audits also included the
financial statement schedule of the Company listed in Item 15. This financial statement schedule is the responsibility of the
Company’s management. Our responsibility is to express an opinion based on our audits. In our opinion, such financial
statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly,
in all material respects, the information set forth therein.

DELOITTE & TOUCHE LLP

Omaha, Nebraska
February 27, 2009
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BERKSHIRE HATHAWAY INC.
(Parent Company)

Condensed Financial Information
(Dollars in millions)

Schedule I

Balance Sheets

December 31,

2008 2007

Assets:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,913 $ 3,406
Investments in fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127 —
Investments in and advances to/from consolidated subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,541 117,736
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 7

$109,590 $121,149

Liabilities and Shareholders’ Equity:
Accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10 $ 2
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69 164
Other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 244 250

323 416
Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109,267 120,733

$109,590 $121,149

Statements of Earnings

Year ended December 31,

2008 2007 2006

Income items:
From consolidated subsidiaries:

Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,483 $ 2,335 $ 7,636
Undistributed earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 341 10,991 3,448

4,824 13,326 11,084
Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 342 118 15

5,166 13,444 11,099

Cost and expense items:
General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 32 12
Interest to affiliates, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60 105 53
Other interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 23 35
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97 71 (16)

172 231 84

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,994 $13,213 $11,015

See Note to Condensed Financial Information
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BERKSHIRE HATHAWAY INC.
(Parent Company)

Condensed Financial Information
(Dollars in millions)

Schedule I (continued)

Statements of Cash Flows

Year ended December 31,

2008 2007 2006

Cash flows from operating activities:
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,994 $ 13,213 $11,015
Adjustments to reconcile net earnings to cash flows from operating activities:

Undistributed earnings of subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (341) (10,991) (3,448)
Income taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (18) 47 (137)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 3 53

Net cash flows from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,641 2,272 7,483

Cash flows from investing activities:
Purchases of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,257) — —
Sales of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,216 — —
Redemptions and maturities of fixed maturity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 914 — —
Investments in and advances to subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,050) (354) (6,396)

Net cash flows from investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,177) (354) (6,396)

Cash flows from financing activities:
Proceeds from borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46 5 47
Repayments of borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (52) (649) (146)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49 441 144

Net cash flows from financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43 (203) 45

Increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (493) 1,715 1,132
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,406 1,691 559

Cash and cash equivalents at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,913 $ 3,406 $ 1,691

Other cash flow information:
Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,551 $ 5,096 $ 4,361
Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 27 31

Note to Condensed Financial Information

Berkshire’s borrowings at December 31, 2008 and 2007 included $244 million and $250 million, respectively, from
investment agreements. Principal is payable under certain conditions at par prior to maturity. As of December 31, 2008 all
borrowings have contractual maturity dates after 2013.

Berkshire Hathaway Inc. has guaranteed certain debt obligations of its wholly owned subsidiaries. As of December 31,
2008, the unpaid balance of subsidiary debt guaranteed by Berkshire totaled approximately $13.5 billion. Berkshire’s guarantee
of subsidiary debt is an absolute, unconditional and irrevocable guarantee for the full and prompt payment when due of all
present and future payment obligations. Berkshire also provides guarantees in connection with long-term equity index put
option and credit default contracts entered into by a subsidiary. The estimated fair value of liabilities recorded under such
contracts was approximately $14.1 billion as of December 31, 2008. The amount of subsidiary payments under these contracts,
if any, is contingent upon future events. The timing of subsidiary payments, if any, will not be fully known until the expiration
of the contracts over the next 20 years.
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EXHIBIT INDEX

Exhibit No.

2 Agreement and Plan of Merger dated as of June 19, 1998 between Registrant and General Re Corporation.
Incorporated by reference to Annex I to Registration Statement No. 333-61129 filed on Form S-4.

3(i) Restated Certificate of Incorporation as Amended
Incorporated by reference to Exhibit 3 to Form 10-Q for the period ended June 30, 2005.

3(ii) By-Laws
Incorporated by reference to Exhibit 99.1 to Form 8-K filed on May 8, 2007.

4.1 Form of Indenture dated as of October 6, 2003, between Berkshire Hathaway Finance Corporation, Berkshire
Hathaway Inc. and JP Morgan Trust Company (as successor trustee to Bank One Trust Company, N.A.)

Incorporated by reference to Exhibit 4.1 to Form 8-K of Berkshire Hathaway Inc. filed on October 8, 2003.

Other instruments defining the rights of holders of long-term debt of Registrant and its subsidiaries are not
being filed since the total amount of securities authorized by all other such instruments does not exceed 10%
of the total assets of the Registrant and its subsidiaries on a consolidated basis as of December 31, 2008. The
Registrant hereby agrees to furnish to the Commission upon request a copy of any such debt instrument to
which it is a party.

12 Calculation of Ratio of Consolidated Earnings to Consolidated Fixed Charges

14 Code of Ethics
Berkshire’s Code of Business Conduct and Ethics is posted on its Internet website
at www.berkshirehathaway.com

21 Subsidiaries of Registrant

23 Consent of Independent Registered Public Accounting Firm

31 Rule 13a—14(a)/15d-14(a) Certifications

32 Section 1350 Certifications
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Reg. S-K 
Item 601 

Exhibit 12 

BERKSHIRE HATHAWAY INC.  
Calculation of Ratio of Consolidated Earnings to Consolidated Fixed Charges  

(Dollars in millions)  
  
  Year Ended December 31,
   2008   2007   2006   2005   2004  

Net earnings  $   4,994 $ 13,213  $ 11,015  $   8,528  $   7,308
Income tax expense    1,978   6,594   5,505   4,159   3,569 
Minority interests in earnings   602  354   258   104  59
Equity in earnings of MidAmerican Energy Holdings Company   —   —     —     (523) (237)
Fixed charges*   2,276  2,202   1,979   867  875

                     

Earnings available for fixed charges   $   9,850  $ 22,363  $ 18,757  $ 13,135  $ 11,574 
    

 

           

 

   

 

Investment and derivative gains/losses, pretax, included in earnings 
available for fixed charges   $ (7,461) $   5,509  $   2,635  $   5,408  $   3,471 

    

 

           

 

   

 

Fixed charges*         

Interest on indebtedness (including amortization of debt discount 
and expense)   $   1,963  $   1,910  $   1,724  $      723  $      721 

Rentals representing interest and other   313  292   255   144  154
    

 
           

 
   

 

  $   2,276  $   2,202  $   1,979  $      867  $     875
    

 

           

 

   

 

Ratio of earnings to fixed charges*   4.33x  10.16x   9.48x   15.15x  13.23x
    

 

           

 

   

 

Ratio of earnings, excluding investment and derivative gains/losses, to 
fixed charges*   7.61x  7.65x   8.15x   8.91x  9.26x

    

 

           

 

   

 

     

*  Includes fixed charges of finance and financial products and utilities and energy businesses as follows: 
  

 

   2008   2007   2006   2005   2004  

Finance and financial products   $      661  $      608  $      571  $      598  $      602
Utilities and energy   1,272  1,265   1,070   —    —  
  
        Excluding fixed charges of finance and financial products and utilities and energy businesses the ratios of earnings to fixed 
charges were as follows: 
  

  

  2008 2007  2006   2005   2004

Including investment and derivative gains/losses    23.08x   62.28x   50.64x   46.61x   40.19x 
Excluding investment and derivative gains/losses   44.83x  45.53x   42.84x   26.50x  27.48x
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Reg. S-K 
Item 601 

Exhibit 21 

BERKSHIRE HATHAWAY INC.  
Subsidiaries of Registrant (1) 

December 31, 2008  
  
Company Name  Domicile or State of Incorporation

Acme Brick Company   Delaware
Acme Building Brands, Inc.   Delaware
Albecca Inc.   Georgia
Anderson Hardwood Floors, Inc.   Georgia
Applied Underwriters, Inc.   Nebraska
Ben Bridge Corporation   Washington
Ben Bridge Jeweler, Inc.  Washington
Benjamin Moore & Co.   New Jersey
Benjamin Moore & Co., Limited   Canada
Berkshire Hathaway Assurance Corporation   New York
Berkshire Hathaway Credit Corporation   Nebraska
Berkshire Hathaway Finance Corporation   Delaware
Berkshire Hathaway International Insurance Limited (UK)   United Kingdom
Berkshire Hathaway Life Insurance Company of Nebraska  Nebraska
BHSF, Inc.  Delaware
BH Finance LLC   Nebraska
BH Shoe Holdings, Inc.   Delaware
Blue Chip Stamps   California
Boat America Corporation   Virginia
Borsheim Jewelry Company, Inc.   Nebraska
Bushwick Metals, Inc.  Delaware
Business Wire, Inc.  Delaware
California Insurance Company   Iowa
Campbell Hausfeld/Scott Fetzer Company   Delaware
CE Electric UK Funding Company   United Kingdom
CE Electric UK Holdings   United Kingdom
Central States Indemnity Co. of Omaha   Nebraska
Central States of Omaha Companies, Inc.  Nebraska
Cerro Flow Products, Inc.  Delaware
Cerro Wire Inc.   Delaware
Clayton Homes, Inc.   Delaware
CMH Homes, Inc.   Tennessee
CMH Manufacturing, Inc.   Tennessee
CMH Parks, Inc.   Tennessee
Columbia Insurance Company  Nebraska
Cornhusker Casualty Company  Nebraska
CORT Business Services Corporation   Delaware
CTB International Corp.   Indiana
Cypress Insurance Company   California
EcoWater Systems LLC   Delaware
EXSIF Worldwide, Inc.   Delaware
Fairfield Insurance Company  Connecticut
Faraday Reinsurance Co. Limited  United Kingdom
Faraday Underwriting Limited   United Kingdom
The Fechheimer Brothers Company   Delaware
FlightSafety International Inc.   New York
FlightSafety Services Corporation   Delaware
Forest River, Inc.   Indiana
Fruit of the Loom, Inc.  Delaware
Garan, Incorporated  Virginia
GEICO Casualty Company   Maryland
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Reg. S-K 
Item 601 

Exhibit 21 

BERKSHIRE HATHAWAY INC.  
Subsidiaries of Registrant (1) 

December 31, 2008  
  
Company Name  Domicile or State of Incorporation

GEICO Corporation   Delaware
GEICO General Insurance Company   Maryland
GEICO Indemnity Company   Maryland
GRD Holdings Corporation   Delaware
Gen Re Intermediaries Corporation   New York
General Re Life Corporation   Connecticut
General Re Corporation  Delaware
General Re Financial Products Corporation   Delaware
General Re Services Corporation   Delaware
General Reinsurance Corporation   Delaware
General Star Indemnity Company   Connecticut
General Star National Insurance Company   Ohio
General Reinsurance Life Australia Ltd.   Australia
General Reinsurance Africa Ltd.  South Africa
General Reinsurance Australia Ltd.  Australia
General Reinsurance UK Limited   United Kingdom
Genesis Indemnity Insurance Company   North Dakota
Genesis Insurance Company   Connecticut
Government Employees Insurance Company   Maryland
Helzberg’s Diamond Shops, Inc.   Missouri
H. H. Brown Shoe Company, Inc.  Delaware
Homemakers Plaza, Inc.  Iowa
HomeServices of America, Inc.   Delaware
International Dairy Queen, Inc.   Delaware
IMC International Metalworking Companies B.V.   Netherlands
IMC Holdings GmbH   Germany
Ingersoll Cutting Tool Company   Delaware
Ingersoll Maschinen Werkzerge GmbH  Germany
Iscar Ltd.  Israel
Johns Manville   Delaware
Johns Manville Corporation   Delaware
Johns Manville Slovakia, a.s.   Slovakia
Jordan’s Furniture, Inc.   Massachusetts
Justin Brands, Inc.   Delaware
Justin Industries, Inc.  Texas
The Kansas Bankers Surety Company  Kansas
Kern River Gas Transmission Company   Texas
Kölnische Rückversicherungs-Gesellschaft AG   Germany
KR Holding, LLC   Delaware
L.A. Darling Company   Delaware
Larson-Juhl US LLC   Georgia
Marmon Holdings, Inc.  Delaware
Marmon/Keystone Corporation  Delaware
McLane Company, Inc.   Texas
McLane Foodservice, Inc.   Texas
The Medical Protective Company   Indiana
Medical Protective Corporation   Indiana
MEHC Investment, Inc.   South Dakota
MHC Inc.  Iowa
MidAmerican Energy Company  Iowa
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Reg. S-K 
Item 601 

Exhibit 21 

BERKSHIRE HATHAWAY INC.  
Subsidiaries of Registrant (1) 

December 31, 2008  
  
Company Name  Domicile or State of Incorporation

MidAmerican Energy Holdings Company   Iowa
MidAmerican Funding, LLC   Iowa
MiTek, Inc.   Delaware
Mount Vernon Fire Insurance Company   Pennsylvania
National Fire & Marine Insurance Company   Nebraska
National Indemnity Company   Nebraska
National Indemnity Company of the South  Florida
National Indemnity Company of Mid-America   Iowa
National Liability and Fire Insurance Company   Connecticut
National Reinsurance Corporation   Delaware
Nebraska Furniture Mart, Inc.   Nebraska
Nederlandse Reassurantie Groep NV   Netherlands
NetJets Inc.   Delaware
NNGC Acquisition, LLC  Delaware
Northern Natural Gas Company  Delaware
Oak River Insurance Company   Nebraska
OBH Inc.   Delaware
OCSAP, Ltd.   Maine
PacifiCorp   Oregon
The Pampered Chef, Ltd.   Illinois
PPW Holdings LLC  Delaware
Precision Steel Warehouse, Inc.  Illinois
Railsplitter Holdings Corporation   Delaware
R.C. Willey Home Furnishings   Utah
Redwood Fire and Casualty Insurance Company   Nebraska
Richline Group, Inc.   Delaware
RSCC Wire & Cable, Inc.   Delaware
Russell Corporation  Delaware
Schuller GmbH  Germany
Scott Fetzer Company   Delaware
Scott Fetzer Financial Group, Inc.   Delaware
See’s Candies, Inc.   California
See’s Candy Shops, Inc.   California
Shaw Contract Flooring Services, Inc.   Georgia
Shaw Industries Group, Inc.  Georgia
Sofft Shoe Company, Inc.  New Hampshire
Star Furniture Company   Texas
Sterling Crane, Inc.   Delaware
TaeguTec Ltd.   Korea
TTI, Inc.   Delaware
Tungaloy Corporation   Japan
Unarco Industries, Inc.  Delaware
Union Tank Car Company  Delaware
Union Underwear Company, Inc.   Delaware
United States Liability Insurance Company   Pennsylvania
U.S. Investment Corporation   Pennsylvania
U.S. Underwriters Insurance Company   North Dakota
Vanderbilt Mortgage & Finance, Inc.   Tennessee
Vanity Fair Brands, Inc.  Delaware
Webb Wheel Products, Inc.  Delaware
Wells Lamont Corporation   Delaware
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Reg. S-K 
Item 601 

Exhibit 21 

BERKSHIRE HATHAWAY INC.  
Subsidiaries of Registrant (1) 

December 31, 2008  
  
Company Name  Domicile or State of Incorporation

Wesco Financial Corporation   Delaware
Wesco-Financial Insurance Company   Nebraska
Wesco Holdings Midwest, Inc.   Nebraska
World Book/Scott Fetzer Company, Inc.   Nebraska
XTRA Corporation   Delaware
XTRA Finance Corporation   Delaware
XTRA Lease LLC  Delaware
XTRA LLC   Maine
Yorkshire Electricity Distribution PLC   United Kingdom
Yorkshire Electricity Group PLC   United Kingdom
Yorkshire Holdings PLC   United Kingdom
Yorkshire Power Group Limited   United Kingdom

(1) Each of the named subsidiaries is not necessarily a “significant subsidiary” as defined in Rule 1-02(w) of Regulation S-X, and 
Berkshire has several additional subsidiaries not named above. The unnamed subsidiaries, considered in the aggregate as a 
single subsidiary, would not constitute a “significant subsidiary” at the end of the year covered by this report. 
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Reg. S-K 
Item 601 

Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

We consent to the incorporation by reference in Registration Statement No. 333-61350 on Form S-3 and Registration Statement 
Nos. 333-43366, 333-70609, 333-74312, 333-75612, 333-101662, and 333-111614 on Form S-8 of our report dated February 27, 
2009, relating to the consolidated financial statements and financial statement schedule of Berkshire Hathaway Inc., and the 
effectiveness of Berkshire Hathaway Inc.’s internal control over financial reporting, appearing in this Annual Report on Form 10-K of 
Berkshire Hathaway Inc. for the year ended December 31, 2008.  

DELOITTE & TOUCHE LLP  

Omaha, Nebraska  
February 27, 2009  
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EXHIBIT 31.1 

FORM 10-K  
Year ended December 31, 2008  

Rule 13a-14(a)/15d-14(a) Certifications  

CERTIFICATIONS  

I, Warren E. Buffett, certify that:  
  

  

  

  

  

  

  

  

  

  

  

Date: February 27, 2009  
  

1. I have reviewed this annual report on Form 10-K of Berkshire Hathaway Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions): 

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

/s/    WARREN E. BUFFETT        
Chairman—Principal Executive Officer
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EXHIBIT 31.2 

FORM 10-K  
Year ended December 31, 2008  

Rule 13a-14(a)/15d-14(a) Certifications  

CERTIFICATIONS  

I, Marc D. Hamburg, certify that:  
  

  

  

  

  

  

  

  

  

  

  

Date: February 27, 2009  
  

1. I have reviewed this annual report on Form 10-K of Berkshire Hathaway Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions): 

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

/s/    MARC D. HAMBURG        
Senior Vice President—Principal Financial Officer
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EXHIBIT 32.1 

FORM 10-K  
Section 1350 Certifications  

Year ended December 31, 2008  

I, Warren E. Buffett, Chairman and Chief Executive Officer of Berkshire Hathaway Inc. (the “Company”), certify, pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge:  
  

  

Dated: February 27, 2009  
  

(1) the Annual Report on Form 10-K of the Company for the period ended December 31, 2008 (the “Report”) fully complies with 
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 

/s/    WARREN E. BUFFETT        
Warren E. Buffett 

Chairman and Chief Executive Officer
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EXHIBIT 32.2 

FORM 10-K  
Section 1350 Certifications  

Year ended December 31, 2008  

I, Marc D. Hamburg, Senior Vice President and Chief Financial Officer of Berkshire Hathaway Inc. (the “Company”), certify, 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that to the best of my knowledge:  
  

  

Dated: February 27, 2009  
  

(1) the Annual Report on Form 10-K of the Company for the period ended December 31, 2008 (the “Report”) fully complies with 
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 

/s/    MARC D. HAMBURG        
Marc D. Hamburg 

Senior Vice President and Chief Financial Officer
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