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Capital Management for the 215t Century

Portfolio Management

- Stock picking 7/ trading (retail commission-based model).

- Financial modeling — Risk management (derivative lessons).

* Portfolio Construction 90% in 2007

- Prudent Man Rule of 1830 - fiduciaries

Investment Advisor Act of 1940 — mutual funds
ERISA of 1974 — qualified retirement plans

Prudent Investor Rule of 1992 — portfolio managers

Pension Protection Act of 2006 — pension managers /
custodians

James C. Brandon www.]JCBCapital.com 925 946-1894
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Portfolio Management

* Portfolio Construction - over 90% in 2007

- Buffet's lessons: Long-term investing (1950's).

Rockefeller's: Strategic Asset allocation (1960's).

Avoid downside risk passed down to Retail clients (post 1973).
Modern Portfolio Theory (1990's).

CalPERS, Norway, China etc.

Tactical Portfolio Optimization

James C. Brandon www.]JCBCapital.com 925 946-1894
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BERKSHIRE HATHAWAY INC.
OPERATING COMPANIES

Company Emplovee: Company
Acme Building Brands 2,892 Justin Brands
Adalet "’ 17¢ Kansas Bankers Surety Company F
Altaquip " 332 Kern River Gas Transmission Company '
Applied Underwriters, Inc. 421 Kingston "
Ben Bridge Jeweler 761 Kirby ™
Benjamin Moore 2.860 Larson-Jull
Berlishire Hathaway Homestate Companies 668 McLane Company
Berlshire Hathaway Reinsurance Division 27 Medical Protective Corporation
Borshetm's Jewelry 200 Meriam Instrument '
The Buffalo News 877 MidAmerican Energy Company *'
Business Wire 482 MidAmerican Energy Holding: Company '
CalEnergy 430 MiTek Inc.
Campbell Hausfeld ' 683 National Indemnity Companies
Carefree of Colorade "' 255 Nebraska Furniture Mart
Central States Indemnity Co. 338 NetJets
Clavton Homes, Inc. 14,787 Northern Natural Gas *
Cleveland Wood Products "' 82 Northern and Yorkshire Electric “'
CORT Buziness Services 2,448 Northland ™’
CTB International 1,231 PacifiCorp '
Dairy Queen 2,336 Pacific Power @'
Douglas/Quilut "' 74 The Pampered Chef
Fechheimer Brothers @30 Precision Steel Warehouse
FlightSafety International 4.004 Rocky Mountain Power '
Forest River, Inc. 5177 Rus:ell Corporation
France " 153 Other Scott Fetzer Companies ™
Fruit of the Loom 24.026 See’s Candies
Garan 3,805 Shaw Industries
GEICO 20,098 Stahl ™
General Re Corporation 2815 Star Furniture
H. H. Brown Shoe Group 1234 United Consumer Finance Company "'
Halex "' 113 United States Liability Insurance Group
Helzberg’s Diamond Shops 2.13% Wayne Water Systems "’
HomeService: of America ' 3,554 Wesco Financial Corp.
Iscar 6.512 Western Enterprises "'
Johns Manville 7.885 E. C. Willey Home Furnishings
Jordan’s Furniture 1,186 World Book ™

XTRA
Operating Compaunies total

Corporate Office

Emplovees
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12/31/06
Percentage of

Shares Company Company Owned Cost* Mariket
(in millions)
151,610,700 Amencan Express Company ................... 12.6 $ 1,287 $ 9.198
36417400 Anheuser-Busch Cos..Inc. ... .. 47 1.761 1,792
200,000,000 The Coca-Cola Company ... 8.6 1,299 9.650
17938100 ConocoPhillsps .................. . ... 195 | 1.066 1.291
21334900 Johnson& Johnson................................ 0.7 1,250 1.409
6.708.760 M&T Bank Corporation ......................... 6.1 103 820
48.000,000 Moody's Corporation .............................. 12 499 3315
2.338.961.000 PetroChina “H™ shares (or equivalents)... 13 488 3:.313
3.486.006 POSCO ... 40 512 1.158
100,000,000  The Procter & Gamble Company ....___..... 32 940 6.427
220707.000  TesCo oo 29 1.340 1.820
LRS00 RIS BaRBO s ssesss s 18 969 1,123
17072192, TUISG Corp....occnns b iilns i 19.0 336 036
19944300 Wal-Mart Stores, Inc. ... 0.5 942 921
1.727.765  The Washington Post Company .............. 18.0 11 1.288
218,169.300 Wells Fargo & Company........................ 6.5 3,697 7,758
1.724200  White Mountains Insurance ... 16.0 369 999
OIS cem s 5.866 8.315
Total Common Stocks ... $22 995 $61.533
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December 31, Pro Forma *
2006 2005 2003
ASSETS (audited) (unaudited)
Insurance and Other:
Costh and cls opibvalendes ..o crsnsnnesa $ 37977 $ 40471 S 40471
Investments:
Fixed matunty securities ... 25,300 27420 27420
EOUIY SOCUEIRIOR. v s e e SRR 61.533 46.721 46.721
EMBE. o o orermt o e s R MY s T T BB 905 1.003 1.003
Revaivabled . ..o o dpmnarrpmas e preenstarsamnas e 12 881 12,397 12,372
i - T 5,257 4143 4143
Property. plant and equipment ... 9.303 7.500 7.500
COOBWINL ..o 25,678 22,693 22,693
Deferred charges remsurance assumed ... 1.964 2.388 2388
I L e R s e 8 T T 6.538 4937 4937
187336 169.673 169.648
Total Gain (Loss) in Millions
Australian dollar $247.1 Mexican peso $106.1
British pound 287.2 New Zealand dollar 102.6
Canadian dollar 3983 Singapore dollar (2.6)
Chinese yuan (12.7) South Korean won 2613
Euro 839.2 Swiss franc 96
Hong Kong dollar (2.5) Taiwan dollar (45.3)

Japanese yen 19 Miscellaneous options 22
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Eguities

Fixed ITncome

Fe=al Estate
CalPERS Assets

Investment Policies

CalPERS Risk Management
Systemi

The Shareowner Forum
[Corporate Governance &
Proxy WVates)

Environmental Investment
Initiatives

Emerging Manager and
Fimancial Serwice Prowvider
Database

Diversity Investment
Conference

Current CalPERS
Investment News

Annual ITnvestment &
Fimancial Reparts

CalPERS Board of
Administration &
Committes Meeting
Agendas

Investment Business
Cipportunities

Video Center
Contact Lis

Asset Allocation

The starting point and most important element of CalPERS successful
return on investment is our asset allocation - our diversification among
stocks, bonds, cash and other investrments.

Asset allocation is not an asset-anly or liability-only decision. All
factors, including liabilities, benefit payments, operating expenses, and
employer and member cantributions are taken into account in
determining the appropriate asset allocation mix, Our goal is to
maximize returns at a prudent level of risk - an ever-changing
balancing act between market volatility and long-term goals,

CalPERS follows a strategic asset allocation policy that identifies the
percentage of funds to be invested in each asset class: Policy targets
are typically implementaed over a period of several years on markeat
declines and through dollar cost averaging.

CalPERS current asset allocation mix by market wvalue and policy target
percentages as of October 31, 2006 are:

Market Value Current
Asset Class (% Billion) Allocation Target1

Total Cash 1.1 0.5%0 0. 0%
Equivalents
Total AIM: Direct $12.6 5.6% 5.0%
& Partnership
Total Global $53.1 Z23.8%0 26.0%
Fixed Income
Equities

Comestic $89.5 40.0% 440, 0%

International S0.49 22.5%0 20, 0%
Total Equities $139.9 62.6% 60.0%
Total Real Estate $16.8 7.5%0 B.0%
Total Fund® $223.5 100.0% 100.0%%

and _Finan-:ial Service
Provider Database

-Wideao Center

-2006 Corporate
Governance Facus
List

2006 Permissible
Equity Markets Policy

View AH ==

-CalPERS Proxy Votes
-2006 Press:-Releases
-Private Equity

Performance Returns

-2005 ITnvestments &
Transactions

-Investment Facts at a
Glance

View All ==

¥ Upcoming Events

-Board Meeting
Calendar & Agenda



