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SECURI'I'IES AND EXCHANGE COOMISSION 

FQR:-1 10-K 

Annual Report Pursuant to Section 
The Securities Exchange Act of 

For the Fiscal Year Ended December 31, 1980 C 

GEICO CORroRATION 
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OONE 
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Ccmnon Stock, $1.00 par value 20,640,437 
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OOCUMENI'S INOORPORATED BY REFERENCE 

1. Portions of the GEICO.corporation Annual ReJ.X)rt to Shareholders 
for the fiscal year ended December 31, 1980 are incorporated by 
reference into Part II of this Form 10-K ReJ.X)rt. 

2. Portions of the GEICO Corporation Proxy Statement for the Annual 
Meeting of Shareholde>:s to be held on May 20, 1981 are incorp:irated 
by reference into Partt~ I and III of this Form 10-K ReJ.X)rt. 

(1) Except as stated herein, the amount set forth ai; the aggregate market 
value of GEICO Corporation's voting stock held by non-affiliates is 
based uJ.X)n a market value (closing price on the New York Stock Exchange) 
$17.625 for each of the 20,521,332 outstanding shares of CQTl!\On Stock and 
$35.00 for each of the 642,787 outstanding'shares of CL1111ulative Junior 
Preferred Stock on February 25, 1981. 'lhe amount excludes the market 
value of 815,683 shares of Cam'On and 52 shares of Cumulative Junior 
Preferred Stock beneficially CMned by the Registrant's directors and 
executive officers (including 186,588 shares of Cctml::>n Stock as to which 
said directors and/or officers disclaim beneficial ownership} and in
cludes the market value of 7,200,000 shares of Cctml::>n Stock beneficially 
owned by Berkshire Hathaway Irie. 
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Item l. 

GEICO Corporation 
Form 10-K Annual Report 

PART I 

Business (GEICO Corporation and Subsidiaries) 

GEICO Corporation (or the Corporation), which was 01:9anized as a 
Delaware corporation in 1978 and became the parent of Government Employees 
Insurance Company (GEICO or the COmpany) in 1979, is an insurance and financial 
services organization whose principal subsidiary is a multiple line property 
and casualty insurer engaged in writing private passenger autcmobile, homeowners, 
fire and extended coverage, professional and canprehensive personal liability 
and boatowners insurance, IA!ring 1978 GEICO acquired majority interests in 
its two insurance subsidiaries, Government SOployees Life Insurance Company 
(GELICO) and Criterion Insurance Company (Criterion), whose operations are 
included in the consolidated results for 1978, 1979 and 1980. Criterion writes 
standard and nonstandat-d private passenger autOl!Pbile and 11Ptorcycle insurance 
and GELICO offers life, accident and health insurance and annuities, 

At a Special Meeting on January 25, 1980 Criterion's shareholders 
voted to reincorporate under the District of Columbia Business Corporation 
Act of 1954 and approved a merger plan under which all shares of Criterion 
Camon Stock not owned by GEICO were converted into the right to receive $35 in 
cash. As a result, all of Criterion's Camon Stock is now owned by GEICO and, 
beneficially, by its parent, GEI("') Corporatio11. 

The Corporation is affiliated with Government Employees Financial 
Corporation (GC?CO) which became a majority owned subsidiary in March of 
1979. GEFCO is a provider of consumer finance services. G;;ICO Corporation, 
GEICO, GELICO, Criterion and GEFCO are collectively referred to hereinafter as the 
"Government snployees CQnpanies", except that for periods prior to January 31, 
1979, that term does not include GEICO Corporation. 'lbe Corporation also has 
a wholly-owned property subsidiary, GEICO Facilities Corporation, and two real 
estate subsidiaries, GEICO Properties, Inc. and GEICO Washington Properties, 
Inc., which are wholly-owned by GEICO, In January 1981 the Corporation formed 
a new wholly-owned Delaware subsidiary, Resolute Group, Inc. which, through its 
wholly-owned subsidiaries, Resolute Reinsurance Canpany (a New York insurance 
cqnpany in the process of formation) and Resolute Management Corporation (a New 
York corporation), will write property and casualty reinsurance. G:ICO Corpora
tion became the parent canpany of GEICO pursuant to an Agreement and Plan of 
Reorganization approved by the shareholders of GEICO at a special meeting on 
January 31, 1979. While GEICO Corporation's consolidated financial statements 
which appear elsewhere in this report are presented as if the reorganization 
had been accanplished on December 31, 1978, the operations for the year then 
ended were those of GEICO. 

GEIOJ, GELICO and Criterion are subject to regulation and supervision 
of their respective insurance businesses in each of the jurisdictions in which 
they do business. In general, the various state laws establish supervisory 
agencies with broad administrative powers. Those powers relate to the issuance 
and revocation of licenses to insurers and their agents, standards of solvency, 
regulation of premium rates and investments, form arrl content of financial 
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statements, methods of accounting, policy forms and reserves. In general, such 
regulation is for the protection of policyholders rather than shareholders. In 
1900 the insurance industry saw continuing interest by the federal government in 
the various aspects of regulation in topics ranging from the repeal or amendment 
of the McCarran-Ferguson Act (which exempts insurers from certain aspec~5 of 
federal antitrust legislation) to proposals which regulate the gathering and 
dispersal of information concerning insurance applicants. 

The National Association of Insurance Cannissioners has adopted a Model 
Insurance 1:nformation and Privacy Act (the "Model Act") which provides, inter 
alia, a mechaniS1n to provide consumer access to information collected about 
them and limits disclosures of such information. '!be Model Act or a variation 
thereof has been adopted in two states and it is expected that it will be 
favorably received by a number of other state legislatures. Additionally, it 
is expected that certain state legislatures will also be lookil'l<J at the use of 
age, sex and marital status as rating classifications, and continue to question 
the traditional underwriting and rating principles of the insurance industi:y. 

Originally GBICO dealt directly with its applicants and obtained 
substantially al1. its new business exclusively by mail. In the early 1960's, 
while GBICO continued to solicit new business primarily through a direct mail 
advertising program, it also began to utilize sales offices and General Field 
Representatives (canmission agents) in many areas of the United States, All 
renewals of existing autanobile and hCJTieowners policies have always been and 
continue to be effected by mail directly with the policyholders. 

During 1980 GBICO increased its marketing efforts, primarily through 
the use of direct response marketing techni.ques, but also through the use of a 
limited number of General Field Representatives (24 at December 31, 1980) and 
Company sales offices. By year-end 1980 GBICO had decreased the number of Company 
run sales office5 representing it to 11 as canpare<l with 16 such offices at December 
31, 1979. GE:ICO placed increased emphasis on promoting its haneowners and boat
owners line~i, but its primary business is insuring family autanobiles and in 
1980 over 90% of its business came from th~s line. 

Criterion acquires custaners and provides service through General 
Field Representatives, but also utilizes sales offices and direct mail. Its 
marketing programs are targeted to militar.y personnel, young drivers, senior 
citizens and other standard and nonstandard risk prospects while GBICO's advertising 
efforts are aimed at the preferred risk market. 

Countrywide, 1980 GEICO and criterion voluntary and involuntary auto 
preinium rates were increased 7.7% fran 1979 levels while haneowners rates were 
increased 8,3% on generally higher values, 

In 1981 both GBICO and Criterion expect continued strong price com
petition in all lines. Following profitable underwriting results in 1977, 1978 
and 1979, property and casualty insurers marketed aggressively during 1980. 
Although 1979 was sQl\ewhat less profitable for many insurers, aggressive ccn
petition and inflation continued and led to underwriting losses: by many insurers 
in 1980. Nevertheless, the Canpanies plan to increase their market share in 
1981 in areas where it will be profitable to do so. 

GBICO and Criterion currently set loss reserves from case evaluations, 
average cla"n costs and other estimated components and their respective Offices 
of the Actuary test the aggregate reserves derived fran these canponents against 
other statistical indicators of ultimate claim losses, 

GEICO and Criterion loss and loss adjustment expense reserves increased 
to $470,6 million at year-end 1980 from $468.9 million at year-end 1979. When 
viewed in relationship to earned premiums (excluding service charges), the ratio 
of these reserves to earned premiums was 77.8% for 1900, as compared with i9.8% 
for 1979. 
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The Corpo~·ation believes that its aggregate provision for losses and 
loss adjustment expenses at December 31, 1980 is reasonabl~ and adequate to 
cover the ultimate net cost of losses on reported and unreported claL~s arising 
fran accidents which had occuri:ed by that date, but such provision is necessarily 
based on estimates and the ultimate net cost may vary fran such estimates. 

GEICO and Criterion retain a major independent consulting actuarial 
firm to conduct annual evaluations of the adequacy of each Company's reserves. 
In its study of GEICO's and Criterion's reserves, the firm relied upon data 
supplied by each Company's Office of the Actuary. 'l.'1e analysis by the firm of 
each of GEICO's and Criterion's loss reserves remains essentially in agreement 
with each Company's own estimate. 

Management believes it to be to GEICO's advantage to increase its 
concentrations of business in the homeownecs and other miscellaneous lines, 
Although GEICO's loss ratio in the homeowner's line in 1980 was 99.2%, these 
products have traditionally been profitable for GEICO and are logical 
directions in which to move. GEICO also markets accident and health and 
professional liability insurance, the latter of which is marketed exclusively 
through agents, As indicated earlier herein, the Corporation has also formed 
a new wholly-owned subsidiary to offer a range of reinsurance services. 

The insurance industry is highly ccmpetitive. GEICO currently can
petes most directly with the other companies, including mutual ccmpanies, that 
concentrate on preferred risk insurance. Although most insurance ccmpanies 
are stock companies like GEICO, in 1979 mutual ccmpanies wrote approximately one
fourth of all property and liability insurance in the United States. Mutual 
companies may have a competitive advantCl<Je in that certain earnings inure to 
the benefit of policyholders rather than to shareholders. 

The latest available statistics as published in the National 
Underwriter reveal that GEIOJ was, based upon 1979 earned premiums, the 10th 
largest automobile insurer and the 5th largest stock automobile insurer in the 
United States. GEICO and Criterion together ranked as the 12th largest autanobile 
insurance group in the United States. 

GEICO operates in the District of Columbia and all states except 
New Jersey. Criterion operates in the District of Columbia and all states 
except Massachusetts, New Jersey and South Carolina (though it is licensed in 
the latter). 

As of December 27, 1980, the Corporation, GEICO and Criterion had 
4,094 full-time employees and 698 part-time employees. A number of benefits 
are provided or made available for full-time employees including a savings 
plan, pension plan and various insurance programs. 

PRINCIPAL BUSINESS SEGMENTS 

PROPERI'Y AND CASUALTY INSURANCE: 

Private Passenger Automobile Insurance 

Government Employees Insurance Company 

Criterion Insurance Company 

Since the Company's founding in 1936 GEICO has specialized in writing 
private passenger autaiobile insurance. Although emphasis is being placed on 
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developing the Company's other property and casualty lines, private passenger 
automobile insurance still accounted for over 90% of the Company's written 
premium volume in 1980 as it has traditionally. GEICO occupies a unique position 
in the family automobile insurance marketplace. Using direct response marketing 
techniques which allow the Company to deal direcUy with its customers and 
insuring drivers with gcod driving recordo, GE!ICO is able to deliver quality 
insurance protection at a significant price advantage over most of its canpetitors. 
GEICO has traditionally been identified with low cost insurance coverage, and 
the COmpany and its employees work diligenUy to enhance that reputation. By 
achieving an increase in productivity the Canpany was able to reduce its operating 
expense ratios (both claims and general expenses) by 2.5 points or 8% in 1980. 

Criterion was organized in 1961 by the management of the Government 
Employees Companies to write auto insurance for individuals who did not meet 
GEICO's preferred risk underwriting standards, 

GEICO and Criterion are two of the few automobile insurers that still 
offer their customers rates for one-y-ear rather than six-nonths. Management 
believes that custOiners have a strong preference for. the one-year policy because 
of the protection it affords against rising rates, GEICO's automobile policy 
persistency remained at high levels during 1980 - over 90% of GEICO's cust01Rers 
accepted its offer to renew their coverage. GEICO's marketing efforts are con
centrated in those jurisdictions that GEICO expects to provide the opportunity 
for a fair underwriting profit, thus pe~nitting sound and sustained growth. 

The "GEICO Preferred" sponsored marketing program, designed to allow 
associations to sponsor GEICO and Criterion to their meml:'erships for the pro
viding of auto and homeowners insurance, achieved notable success in 1980. 
Endorsements were received during the year from many new associations. over 
500,000 members are represented by the associations which have endorsed GEICO 
since this program was introduced in 1979. 

In 1980 the number of new voluntary autcmobile policies written by GEICO 
and Criterion increased 16,1% compared with a 1.0% gain in 1979. Exclusive of 
residual market business, such as assigned risk and other involuntarily written 
policies, automobile policies in force were l,258,505 at year--end 1980, a nominal 
increase from the 1,252,045 in force at the end of 1979 but significant as a 
reversal of the year-to-year declines experienced since 1975, 

Residual market policies, which are typically unprofitable, are assigned 
by state insurance mechanisms in relation to an insurer's preinium volume in pre
ceding years. lhe casualty Companies' assignments have decreased steadily 
since 1977, declining 26,0% in 1980 to 77,957 canpared with a 16.7% decline in 
1979 to 105,285 policies, a particularly favorable developnent. 

In 1980 the Corporation's autClllObile written preiniums including service 
charges totaled $593.9 million, up 4.9% from $566.1 million in 1979, which in 
turn was 3.1% lower than 1978, Voluntary policy premiums increased by 8.1% while 
premiums from involuntary business declined 22.0%. 

The nwnber of claims reported to the casualty Companies decreased 10.6% 
in 1980 to 418,561 co:npared with a reduction of 5,5% in 1979, For the last 
three years there was a substantial reduction in residual auto market policies, 
a countrywide trend of lower accident frequency, more widespread acceptance by 
policyholders of higher deductibles and continued dedication by management to 
disciplined underwriting. 

While claim counts continued to decline in 1980, the cost of settling 
claims, particularly material damage claims, rose rapidly. The Corporation 
estimates that the costs associated with repairing damaged autonobiles are in-
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creasing at a rate in excess of 15% per year, while injury clf.lim settlements 
are increasing at a rate of approximately 12%. 

After careful study the decision was reached in 1980 to merge the GEICO 
and Criterion claim departments. This merger will be accanplished by June 30, 
193.l and is expected to achieve siC)nificant savings for the two Companies in 
losses and loss adjustment expenses. 

During the past two years GEICO and Criterion claim staffs focused a 
great ueal of attention on the settlement of pending claims. At year-end 1980 
there were 79,586 claims pendinC) CQl\pared liith 91,221 and 102,344 at year-end 
1979 and 1978, respectively, Bodily injury suits pending were reduced 15.9% 
in 1980 following an 18.3% decrease in 1979. 

During 1979 and 1980 the Corporation expanded its telephone adjusting 
and claim processing capabilities by investing in systein improveinents to increase 
productivity and reduce claim expenses, 'lb enhance the productivity of material 
damage adjusters, contain costs and improve claim service, computerized claim 
estimating systeins were installed in drive-in claim centers during 1979 and 
1980, These allow material damage adjusters to estimate claims more efficiently 
ana quickly. In many locations where the concentration of policyholders was 
not sufficient to justify maintaining a drive-in claim facility, resident 
staff adjusters were assigned to cover a broad geographical area. 'l'hese adjusters 
permit improved control of material damage costs. 

GEICO and Criterion recorded a total statutory underwriting profit 
of $18.8 million in 1980 compared with a profit of $22.5 million in 1979 and 
$20.3 million in 1978. 'Ihe underwriting ratio for the two Companies combined 
was 96.4% compared with 96,0% (before policyholder dividends) in 1979 and 
95.9% in 1978. 

Haneo\\'(lers Insurance 

Haneowners insurance is marketed by GEICO primarily through direct 
mail solicitation to existing autanobile policyholders, Although still rela
tively small when compared with the Company's autcrnobile business, GEICO's 
haneowners line has grown steadily although new sales declined 2,2% in 1980 
after a 15,5% incL-e~se in 1979. Policies in force totaled 246,lil on December 
31, 1980, up 6.9% fran year-end 1979, which in turn was a 6.0% gain from 1978 
levels, Written preiniums, which rose 10.5% to $37.1 million, represented 7% of 
G8ICO's total. 

The homeowners loss ratio was 99.2% in 1980, an increase from 79.2% 
and 70,4% in 1979 and 1978, respectively. The increase in that ratio resulted 
largely from a substantial increase in thefts of jewelry, precious metals 
and furs. GEICO has been working closely with law enforceinent officials on 
this problem and is supportive of proposed legislation that would place greater 
restrictions on the sale of jewelry and precious metals. 

In 1979 GEICO introduced a homeowners policy designed to offer can
plete coverage for well-maintained older hemes. The standard hcmeowners policy 
is geared toward insuring homes in an amount equal to at least 80% of the 
replaceinent cost. For many older hanes replaceinent cost exceeds their market 
value because of materials used and type of construction, Q.mers of such homes 
often found the cost of insurance to be prohibitive and were forced to obtain 
affordable coverage through FAIR (Fair Access to Insurance Requireinents) Plans. 
GEICO's new policy insures the heme for its actual cash value (replaceinent cost 
less depreciation up to the time of loss). 'l'he p::ilicy is now offered in 20 
states. 
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Although the homeowners line is sti.11 growing, growth is secondary 
to the control of loss ratios. During 1980 the management and administration 
of all fire and allied lin~s was centralized. 

~er Property and Casualty Lines 

In addition to :i,ts automobile and homeowners lines, GEICO offers 
p::ilicies providing fire as well as boat and yacht, accident and health, ca,,_ 
prehensive personal liability coverages and lawyers general and excess liability 
coverages. In the aggregate, in 1980 these coverages accounted for less than 
2% of GEICO's earned premiums. 'lbese miscellaneous policies in force totaled 
49,734 at year-end, an increase of 8.4% from the 45,889 in force a year earlier. 

In January 1981 the corporation agreed to provide $15 million to 
finance Resolute Group, Inc., a new wholly-owned subsidiary. Resolute (through 
subsidiaries as described earlier herein) will write treaty and facultative 
reinsurance, both danestk and international, and will be headquartered in New 
York. Its reinsurance services will be offered through the brokerage canmunity, 
where it expects to be recognized as a preferred market. It is expected that 
the initial development of business will be slow as it selectively underwrites 
its business and positions itself for the future. 

In late 1980 the corporation increased its investment in AVEMCO 
corporation to 22.3% of that Company's outstanding shares of CClmlon Stock. 
AVEMCO specializes in general aviation and pilot insurance as well as 
aircraft financing. Paul J. Hanna, Vice Chairman and Chief Financial Officer 
of GEICO Corporation, was elected to AVEMCO's Board of Directors. 'lbe Cor
poration's investment in AVEMCO is reflected herein on the equity accounting 
basis. lhe Corporation's equity in AVEMCO's 1980 earnings since Beptember 10, 
1980, was $.3 million. 

LIFE AND HEALTH INSURANCE 

Goverl"l1\ent Employees Life Insurance Company and its Wholly-owned Subsidiary, 
Government Employees Life Insurance Canpany of New York (GEL!~) 

GELICO's product line includes life insJrance, health insurance and 
annuities, all of which are available on an individual and group basis. Approxi
mately 96% of that business is produced by a staff of field representatives 
(agents) using a direct mail follow-up program. 

Sales 0f individual life insurance totaled $195.l million, a decrease 
of 1.5% from 1979 after an increase of 14.2% over 1978. Annualized premium on 
individual life sales reflected a similar pattern totaling $2.5 million, down 
5.5% fran 1979 which was 3.1% higher than 1978. l\n important source of GELICO's 
business is from leads generated by direct mail solicitation to the customers 
of the Government Employees Companies and other l:eceptive groups. A sharp de
cline in resp::inses to GELICO's dit·ect mail solicitations occurred during the 
second quarter of 1980, contributing to the decline in new annualized life premiums. 

At December 31, 1980, life insurance in force totaled $2,049.2 million, 
up 3.0% compared to an increase of 7.3% in 1979. This excludes participation 
in the Federal Employees Group Life Insurance (FEGLI) and the Serviceman's Group 
Life Insurance (SGLI) programs in which GELICO no longer participates. Individual 
life, consisting of $1,114~6 million whale life and $363.3 million term life, 
represented 72.1% of the in farce and totaled $1,477.9 million, up 4.0% compa~~.-a 
with a 3.7% increase in 1979. Group life, which accounted far the balance of 
the in force, totaled $571.3 million, an increase of ,6% compared with a 17.5% 
gain in 1979. 
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Premium income (excluding FEGLI and SGLI) totaled $34.9 million, Jp 
4.8% CQnpared with an increase of 22.5% in 1979. Individual life insurance 
premiums were $21.7 million, approximately level with the prior two years. 
Premium incane for group life insurance (excluding FEGLX and SGLI) remained 
essentially level at $6.0 million after a substantial increase in 1979, while 
sickness and accident premiums rose 12.4% to $6.7 million following a 73,0% 
increase in 1979. The in:::reases in GELICO's 1979 group life and health pre
miums were largely due to the developnent of the Company's group credit life and 
health insurance marketing program introduced in the first quarter of 1979. 
GELICO's net inccrne totaled $8.4 million ($1.88 per share) compared with $8.2 
million ($1.82 per share) and $8.0 million ($1.79 per share) in 1979 and 1978, 
respectively. 

In December 1980 GELICO formed a new brokerage division, Professional 
Life Associates, that is developing life insurance products to be distributed 
through professional brokers aimed at hi.gh income professionals, business in
surance and estate planning markets. This division is supplementary to the 
existing GE:LIQ) marketing effort and is designed to provide insurance benefits to 
these markets through professional insurance representatives. 

CONSUMER FINANCE 

Government Employees Financial Corporation 

GEFCO, an unconsolidated affiliate, and its wholly-owned subsidiaries 
provide cons~ner finance, industrial banking and insurance brokerage services, 
the latter offered to residents of the United States who are transferred overseas 
aril to u. s. nationals already residing in foreign countries. GEFCO is heaa.., 
quartered in Denver, Colorado. The Corporation's equity in GEFCO's 1980 loss 
was $1.l million compared with equity of $1.3 and $1,7 million in 1979 and 
1978 earnings, respectively. GEFCO's 1980 loss is attributable principally to 
the increased provision for loss expense incurred during the third quarter 
reflecting record loan write-offs, primarily due to the impact of the new 
Federal Bankruptcy Code, and the adverse effects of a recessionary econClf\Y. 
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SUMMARY' OF SEGMENr DA'rA 

A summary of the Corporation's segment infoCT11ation in conformity with Financial 
Accounting Standards Board Statement No, 14 for 1980, 1979 and 1978 is as follows: 

(In thousands) 
1980 1979 1978 

Revenue: 
Private passenger automobile insurance $ 635,018 $ 622,058 $ 597,644 
Life and health insurance 48,697 46,689 39,830 
Other segments 44,273 36,931 32,394 

727,988 705,678 669,868 

It1tersegment life and health insurance (2,072) (2,043) (1,432) 
Equity in unconsolidated affiliates (803) 1,302 1,727 
Parent canpany revenue 1,321 953 

Consolidated $ 726,434 $ 705,890 $ 670,163 --- -----

Operating Earnings Before Truces: 
Private passenger automobile insurance $ 103,269 $ 88,328 $ 96,428 
Life and health insurance 11,163 10,443 10,131 
Other segments (8,777) (l,490) 3,418 

105,655 97,281 109,977 

Equity in unconsolidated affiliates (803) 1,302 1,727 
• Interest expense (14 ,117) (10,192) (4,205) 

Minority interest (5,517) (6,444) (6,254) 
Parent company operating expenses, net (6,231) (312) 

Consolidated $ 78,987 $ 81,635 $ 101,245 

Identifiable Assets: 
Private passenger automobile insurance $1,142,705 $1,124,501 $1,099,517 
Life and health insurance 254,946 228,461 205,011 
Othet segments 47,299 33,188 28,080 

1,444,950 1,386,150 1,332,608 
Investment in unconsolidated affiliates 20,191 14,281 12,033 
Parent canpany 1,437 11,866 

Consolidated $1,474,578 $1,412,297 $1,344,641 - -~ 

Intersegment r.evenue represents group insurance coverage provided the Canpanies 
by GELICO. Invesbnent income included in revenue, operating earnings before taxes 
and identifiable assets have been.allocated to segments based upon assumptions and 
estimates. 
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Item 2. Properties 

GEICO Corporation's total real estate investment, on a consoli-
dated basis, excluding GELICO, was $31,317,199 (depreciated cost) as of December 
31, 1980, and is represented principally by GEICO's (a) $10,643,972 in its GEICO 
Plaza Building in Chevy Chase, Maryland; (b) $11,202,869 in its Regional Office 
Building in Woodbury, long Island, New York; and (c) $7,399,634 in its Regional 
Office Building in Macon, Georgia. 

GEICO Plaza is a modern multilevel structure with a total of approxi
mately 428 ,400 square feet of office space. The greater part of the four-story 
portion was completed in 1959 and an additional four-story portion and an eight
story tower were canpleted in 1964. 

In December 1973, GEICO's Regional Office Building in Woodbury and 
one of its Fairfax County, Virginia claims facilities were acquired by GEICO 
Properties, Inc, (GP!), a wholly-cMned subsidiary of GEICO. The purchase was 
financed by 8-1/4% notes due June 15, 2004 sold to institutional investors. '!he 
notes were secured by a Deed of Tl'.'ust and Indenture of Mortgage on the properties, 
by the assignment to the trustees of a 30-year lease, coincident with the term 
of the notes, between GEICO and GPI, and by the undertaking of GE:ICO to make 
sufficient funds available to GPI to meet its obligations under the Indenture. 

GEICO's Regional Office Building in Macon was purchased by GPI in May 
1974 and occupied by GEICO in August 1974. This purchase was financed by an 
8-1/2% note due May 1, 2004 which was sold to an institutional investor and 
secured by an assignment to the trustee of a 30-year lease and the undertaking 
between GEICO and GPI, which documents were similar in terms to those used 
in financing GEICO's Regional Office Building in W:Jodbury. Both buildings are 
similar in design and capacity, each being a modern four-story structure containing 
approximately 250,000 square feet. With respect to both fLnancings,the outstanding 
balance of the long-term debt of GPI on December 31, 1980 was $21,968,553, 

On July 24, 1975, the Canpany transferred its GEICO Plaza and certain 
adjacent property and its Fairfax County, Virginia and Clinton, Maryland 
sales/drive-in facilities, and GPI sold its Smithtown, New York, sales/drive-in 
facilities to GEICO Washington Propecties, Inc. (GtlPI), a wholly-C1v111ed subsidiary 
of GEICO. This transfer was financed by a 9-3/8% note due July 1, 2010 which 
was sold to an institutional investor and secured by an Indenture of Mortgage 
and Deed of Tl'.'ust on the properties and by the assignment to the noteholder of a 
7-year lease for the GEICO Plaza property, automatically renewable for 4 successive 
7-year terms, between GEICO and GWPI. The outstanding balance of the long-term 
debt of GWPI on December 31, 1980 was $24,341,623. 

GEICO also leases office space and drive-in claims facilities in 
various cities in the United States. These leases expire at various times between 
1979 and 1992 with renewal options in a number of cases. In addition, GEICO 
maintains electronic data processing eguipnent with a depreciated er ,t as of 
December 31, 1980 of $5,237,191, located principally at GEICO Plaz 

In September of 1977 GELICO purchased an off ice buili d located at 
1701 Research Boulevard, Rockville, Maryland, for use as its op.;cations office. 
Most of GELICO's operating departments moved into the building on February 6, 
1978, from leased space in GEICO Plaza. GELICO currently occupies approximately 
42,000 of the 105,000 square foot building. All of the space which is not occupied 
by GELICO has been leased. The total cost of the building including all renovations 
amounted to $6,030,165 and its carrying value is $5,481,043. GELICO owns no other 
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real estate. GELICO's office furniturA., equipnent and supplies are carried at 
$269,547 as of December 31, 1980, In addition, GELICO maintains electronic 
data processing equipnent with a depreciated cost as of December 31, 1980 of 
$618,414. Additionally, GELICXlNY leases all of its operations space fran GEICO 
at the latter's Woodbury, New York, office building. 

Item 3. Legal Proceedings 

There are no material legal proceedings to which GEICO Corporation 
is a party or of which the property of GEICO Corporation is the subject, 

Item 4. Security OWnership of Certain Beneficial Owners and Management. 

The information required by this Item 4 will be furnished to the 
Securities and Exchange Commission (the Corranission) in the Corporation's definitive 
proxy statement to be filed with the Carmission pursuant to Regulation 14A under 
the Securities Exchange Act of 1934 (the Act) and is incorporated herein by 
reference. 

Item 4A. Executive Officers of the Registrant 

John J. Byrne, 48, was elected Chairman of the Board, President 
and Chief Executive Officer of GEICO Corporation in November 1978. He has been 
Chairman of the Board and Chief Executive Officer of GEICO since May 1976 and 
was President of GEICO from May 1976 to February 1980. Mr. Byrne is also a 
Director of GEICO and Criterion and Chairman of the Board of GELICO. Prior to 
his employment by GEICO, he served with the Travelers Insurance Companies, 
from 1967 to 1970 as Director of Variable Annuities; from 1970 to 1973 as 
Senior Vice President; and from 1973 to 1976 as Executive Vice President, 
responsible for casualty property personal lines and individual life, health 
and financial services. 

Paul J, Hanna, 65, was elected Vice Qiairman and Chief Financial Of
ficer of GEICO Corporation in November and December 1978, respectively. In July 
1978 he was elected Vice Chairman of the GEICO Board and Chairman of the GEFCO 
Board. He has been a Director of each of the Government Employees Companies 
since 1967. Mr. Hanna served with Manufacturers Hanover Trust Company from 
1963 to 1972 as Senior Vice President-Eastern Division and Manufacturers 
Hanover Corporation from 1972 to 1978 as Executive Vice President. He is also 
a Director of the United Jersey Banks, a bank holding company, and the United 
Jersey Bank (Hackensack, New Jer.sey) and AVEMCO Corporation. 

Richard C. Lucas, 54, was elected Senior Vice President of GEICO 
Corporation in January 1980 and has been its Controller since November 1978. 
Mr. Lucas has been a Director of GEICO since October of 1979 and he has served 
as Se'lior Vice President of GEICO since July 1978 and Vice President and 
Internal Auditor fran May 1977 until July 1978. He was elected a Vice President 
of GELICO in Apl7il 1980. Prior to his employment by GEICO, Mr. Lucas was 
self-employed as a Consultant at various times from 1973 to 1976. He also 
served as Vice President, Massachusetts Company from 1975 until 1976; Senior Vice 
President and Chief Financial Officer, Financial Services Corporation from 1974 
until 1975; and Vice President, Administration, Bradford Trust Company in 1973. 

John M. O'Connor, 51, was elected Secretary of GEICO Corporation in 
November 1978. He has been Secretary of GEICO since 1970, when he was also 
elected Secretary of each of the other Government Employees Companies. 

Louis A. Simpson, 44, was elected Senior Vice President of GEICO 
Corporation and GEICO in August of 1979, a Director of GEICO in October of 
1979, Vice President of GELICO and Criterion in December of 1979 and Vice 
Presi-jent of GEFCO in August 1980. Prior to his employment with GEICO Corporf.1-
tion Mr. Simpson served as President and Chief Executive Officer o.f Western Asset 
Asset Management, Los Angeles, California, fran 1977 to August, 1979, having 
joined that firm in 1970. He is also a Director of the National Bank of Washington. 
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lbnald K. Smith, 48, was elected Senior Vice President of GEICO 
Corporation in January 1980 and has been its General Counsel since December 
1978. He has been a Director of GEICO since May of 1979, a Director of Criterion 
since March of 1980, Senior Vice President and General Counsel of GEICO since 
1977, hc1\ring served as Vice President and General Counsel since 1972 and General 
Counsel of GELICO since April of 1980. He previously served as General Counsel 
of GELICO frcrn 1972 to 1979 and Vice President and General Counsel of Criterion 
fran 1974 to 1979, and General Counsel from 1972 to 1979. 

William B. Snyder, 51, was elected a director of GEICO Corporation 
in May 1980 and a Director and President of GEICO in May of 1979 and February 
of 1980, respectively, having served GEICO as Executive Vice President since 
May 1979 and Senior Vice President frcm April of 1977 to May of 1979. Prior 
to his employment by GEICO, he served with nie Travelers Insurance Companies, 
fran 1973 to 1977 as Vice President and frcm 1955 to 1973 in various other 
positions in The Travelers Canpanies. 

All executive.officers hold office at the pleasure of the Board of 
Directors. There is no family relationship between the above-named executive 
officers of the registrant. 

PARI' II 

Item 5. Market for the Registrant's CClllllOn Stor..k and Related Security 
Holder Matters. 

In response to this Item the material under the caption "Camnon 
Stock Market Price and Dividends" and the final paragraph of Note C of the 
Notes to Consolidated Financial Statements in the registrant's 1980 Annual 
Report to Shareholders are incorporated by reference. 

Item 6. Selected Financial Data. 

In response to this Item the material under the caption "Selected 
Finam;ial Data" in the registrant's 1980 Annual Report to Shareholders is 
incorporated by reference. 

Item 7. Management's Discussion and Analysis of Financial Condition and 
Results of 0perations. 

In re:;ponse to this Item the material under the caption "Manage
ment' s Discussion and Analysis of Financial Condition and Results of Opera
tions" in the registrant's 1980 Annual Report to Shareholders is incorporated 
by reference. 

Item 8. Financial Statements and Supplementary Data. 

In response to-this Item the consolidated financial statements and 
the not-es thereto contained in the registrant's 1980 Annual Report to Shareholders 
(pages 22 through 35), the Quarterly Highlights of Operating Results (page 36) 
and Supplemental Information on the Effects of Changing Prices (page 37) are 
incorporat'ld by reference. 
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PART III · 

The infonnation requrrea by this Part III will be furnished to the 
Commission in the Corporation's definitive proxy statement to be filed with 
the <:aunission pursuant to Regulation 14A under the Act and is incorporated 
herein by reference. 

PARr IV 

Item 11. Exhibits, Financial Statement Schedules and Reports on Fonn 8-K 

(a)(l) and (2) List of Financial Statements and Financial 
Statement Schedules 

The follOiving consolidated financial statements of GEICO Corporation and 
subsidiaries, included in the annual report of the registrant to its share
holders for the year ended December 31, 1980, are incorporated by reference 
in Item 8: 

Consolidated Balance Sheet - December 31, 1980 and 1979 

Consolidated Statement of Incane - Years Ended December 31, 1980, 1979 
and 1978 

Consolidated Statement of Redeem-mle Preferred Stock; CO!llllOn Stock and Other 
Shareholders' Equity - Three years Ended December 31, 1980 

Consolidated Statement of Changes in Financial Position -
Years Ended December 31, 1980, 1979 and 1978 

Notes to Consolidated Financial Statements 

The following financial information is included in Item ll(d): 

Report of Independent Accountants 

Financial Statements of GEICO Corporation (Parent Company) 
Balance Sheet - December 31, 1980 and 1979 
Statement of Incane - Years Ended December 31, 1980 and 
1979 

Statement of Redeemable Preferred Stock; Canmon Stock and 
Other Shareholders' Equity - Two Years Ended December 
31, 1980 

Statement of Changes in Financial Position -
Years Ended December 31, 1980 and 1979 

Notes to Financial Statements 

Additional Notes to Consolidated Financial Statements of 
GEICO Corporation and Subsidiaries 

Schedule I - Summary of Investments-Other Than Investments 
in Affiliates (Consolidated) 

Schedule III - Investments in, Equity in Earnings of, and 
Dividends Received from Related Parties (Parent Company) 

Schedule IV - l\mounts Receivable from Related Parties and 
Underwriters, Pranoters, and Employees Other Than Related 
Parties (Consolidated) 
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Reference 

Page No. 21 

Page No. 22 
Page No. 23 

Page No. 24 

Page No. 25 

Page No. 26 

Page Nos. 27-28 

Page No. 29 

Page No. 30 

Page No. 31 



Schedule V - Valuation and Qualifying Accounts (Consoliduted) Page No. 32 

Page No. 33 

Page No. 34 

Schedule VI - Premiums, J'.Qsses and Claims (Consolidated) 
'. 

Schedule VII - Guarantees of Securities of Other Issuers 
(Consolidated) 

Schedule IX - Short-Term Borrowings (Parent Company) Page No, 35 

The Parent Ccrnpany Infonnation under Rule 5-04 for Schedules II and VII is 
included in the comparable Rule 7-06 Schedules IV and VII, respectively. 

All other schedules to the consolidated financial statements required by 
Article 7 of Regulation S-X and all other schedules to the financial 
statements of the registrant required by Article 5 of Regulation S-X are 
not required under the related instructions or are inapplicable and therefore 
have been omitted. 

Financial statements of the unconsolidated affiliate and 50% or less owned 
person accounted for by the equity method have been omitted because they do not, 
considered individually or in the aggregate, constitute a significant subsidiary. 

(a)(3) Exhibits 

Exhibit No. 

3-a 

3-b 

4-a 

4-b 

4-c 

Description 

Certificate of Incorporation 

By-laws of GEICO Corporation. 

Specimen certificate repre
senting the conuron stock, 
$1.00 par value. 

Si;:ecimen certificate representing 
the Cumulative Junior Preferred 
Stock, $1.00 par value. 

Certificate ot the Registrant's 
Board of Directors pursuant to 
Section 151 of the General Corp
oration Law of the State of 
Delaware fixing the provisions of 
the $.736 Convertible Series of 
the Cumulative Junior Preferred 
Stock. 
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Reference 

Exhibit 4 to Registration 
Statement No. 2-63138 on 
Form S-14, 

Exhibit 3 to GEICO 
Corporation's Form 10-Q 
for the six months 
ended June 30, 1979. 

Exhibit 6(c) to 
Registration Statement 
No. 2-63138 filed on 
Form S-14. 

Exhibit 6-c to Registra
tion Statement No. 2-63138 
on Form S-14. 

Exhibit 2(b) to the 
Registration Statement 
filed on Form SA on 
February 28, 1979. 



Exhibit No. Description Reference 

4-d Specimen Warrant certificate evi- Exhibit 5-c to Registration 
dencing right to purchase shares Statenent No, 2-57242 
of ccmron stock. on Form S-1. 

4-e Warrant tv;ireement dated May 5, Exhibit 5-c to Registration 
1971, between GEICO and American Statement No. 2-39709 on 
Security and Trust Company. Form S-1. 

4-f Amendment to Warrant Agreement Exhibit l to GEICO's 
of May 5, 1971, extending the Form 8-K current re-
period during which Warrants may port dated August 31, 
be exercised and reducing the 1978 (date of earliest 
per share exercise price thereof, event reported), 

4-g Indenture dated as of March 15, Exhibit T3C to Amendment 
1979 between GEICO Corporation and No. l to Form T-3 Appli-
Manufacturers Hanover Trust Com- cation for Qualificatioh 
pany and Form of Debenture con- of Indenture Under Trust 
tained therein. Indenture Act of 1939, 

filed on March 6, 1979 
with the Securities and 
Exchange Comnission. 

4-h Indenture dated as of June 15, Exhibit 4 to Registration 
1980 between GEICO Corporation and Statement No. 2-70801 
Manufacturers Hanover Trust Com- on Form S-16. 
pany and Form of Debenture con-
tained therein. 

9 Proxy Agreement between Berkshire Exhibit 7 to GEICO's 
Hathaway Inc. and Suburban Trust Form 10-K Annual Report 
Canpany, for the fiscal year ended 

December 31, 1977 

10-a Employment AcJreement effective Exhibit 13-f to Registra-
May 5, 1976, between GEICO and tion Statement No. 2-57242 
John J. Byrne, together with on Form s-1. 
Nonqualif ied Stock Option 
Agreement executed in connection 
therewith. 

10-b Employment Agreement between Exhibit 9 to GEICO 
GEICO and Paul J, Hanna effective Corporation's Form 10-K 
July 1, 1978. Annual Report for the 

fiscal year ended 
December 31, 1978. 

10-c Consultant Agreement between Page No, 40 
Alvin E, Kraus and Government 
Employees Insurance canpany as 
amended through March 24, 1981. 

10-d Consultant Agreement between Page No. 48 
Criterion Insurance CQnpany and 
Alvin E. Kraus effective May 1, 
1981. 
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Exhibit No, 

10-e 

10-f 

10-g 

10-h 

10-i 

10-j 

10-k 

10-1 

10-m 

11 

13 

22 

Description 

03ferred Compensation Agreement 
between Government Employees 
Insurance Company and Alvin E. 
Kraus dated December 18, 1980. 

Retainer Agreement between 
Criterion Insurance Company and 
Alvin E. Kraus dated May 8, 1980 
together with March 23, 1981 
1\ddendum thereto. 

Consultant Agreement between 
GEICO Corporation and H, Edward 
wrapp dated April 1, 1980. 

Government Employees Insurance 
Company's 1973 Stock ~tion Plan, 
as amended. 

Form of ~tion Agreement under 
1973 Stock Option Plan, as 
amended, together with form of 
Notice of Intent to Exercise. 

Statement of 1981 Incentive Bonus 
Program. 

Executive Health Plan - A. 

Deferred Ccxnpensation Plan. 

Performance Share Plan, as amended. 

Additional Earnings Per Share 
Information. 

Annual Report to Share
holders for the year 
errled December 31, 1980. 

Subsidiaries of GEICO Corporation. 

(b) Reports on Form 8-K 

Reference 

J.>age No. 52 

Page No. 53 

J.>age No. 58 

Page No. 62 

Exhibit 9-b and 9-d to 
GEICO's Form 10-K Annual 
Report for the fiscal year 
ended December 31, 1973. 

Page No. 65 

Exhibit 5-e to GEICO Cor
poration' s Form 10-K 
Annual Report for the 
fiscal year ended 
December 31, 1979. 

Exhibit 10 to GEICO 
Corporation's Form 10-K 
Annual Report for the 
fiscal year ended 
December 31, 1978. 

Page No. 66 

Page No. 70 

Page No. 71 

Page No. 114 

. GEICO Corporation did not file any report on Fom 8-K during the 
three 111Qnths ended December 31, 1980, 
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SlGNATURES 

Pursuant to the requirements of Section 13 or l5(d) of the Securities Exchange Act 
of l934, the registrant has duly caused this report to be signed on its behalf by 
the undersigned, thereunto duly authorized. 

March 31, 1981 
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GEICO COROORATION 

By:~~~~~,~-·~~~~·~~
R. c. Lucas 
Senior Vice President 
and Controller 



Pursuant to the requirements of the Securities A'C.t of 1934, this rer.ort has been 
signed below by the following persons on behalf of the registrant and in the 
capacities and on the dates indicated, 

Samuel c. Butler 
Director 

vin E. Kraus 
Director 

~~-~ 
Melvin M. Payne ~ 
Director 

b.l.~ 
Director 

.. 64...t'1- #. 
Wil Tam B. snjder 
Director 

Frank A. Weil 
Direct:Or · 

~a • 

Date 

Narch 31, 1981 
. Date 

March 31, 1981 
Date 

March 31, 1981 
Date 

March 31, 1981 

Date 

March 31, 1981 
Date 

Date 

March 31, 1981 
Date 
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ANNUAL REPORT ON FORM 10-K 

ITEM ll(d) 

FINANCIAL STATEMENTS SCHEDULES 

YEAR ENDED DECEMBER 31, 1980 

GEICO CORPORATION 

WASHINGTON, O.C. 
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The The Shareholders 
GEICO Corporation 

REPORT OF INDEPENDENT ACCOUNTANTS 

... 

We have examined the financial statements and related schedules of GEICO 
Corporation (parent company) and U~e consolidated financial statements, 
additional notes to consolidated financial statements, and related schedules 
of GEICO Corporation and subsidii!ries listed in Item ll(a)(l) and (2) of 
the annual report on Fonn 10-K of GEICO Corporation for the year ended 
December 31, 1980. Our exilllinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the 
accounting records and such other auditing procedur~s as we considered 
necessary in the circumstances. 

• 

In our opinion, the financial statements referred to above present fairly the 
financial position of GEICO Corporation (parent company) and the consolidated financial 
position of GEICO Corporation and subsidiaries at December 31, 1980 and 1979, and 
the results of their operations and changes in their financial position for each of 
the respective two and three years in the period ended December 31, 1980 in conformity 
with generally accepted accounting principles applied on a consistent bdsis. Further 
it is our opinion that the additional notes to consolidated financial statements and 
schedules referred to above present fairly the infonnation set forth therein in 
compliance with the applicable accounting regulations of the Securities and Exchange 
C001111ission. 

Washington, D.C. 
February 19, 1981 
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ASSETS 

GEICO CORPORATION 
(PARENT COMPANY) 

BALANCE SHEET 

Investment in GEICO Common Stock, equity method (1) 
Investment in GEICO Convertible Preferred Stock, 
equity method (1) 

Investment in GEICO Facilities, Inc. Common Stock, 
equity method (1) 

Cash and cash items: 
Cash 
COOJ11erci al paper 

Total Cash and Cash Items 

Other Investments: 
Bonds and notes, at amortized cost (market 
$1,340,000 and $1,640,000) 

Common stocks, at market (cost $1,000,000 
and $1,918,952) 

Total Other Investments 
Note receivable from GEICO Facilities, Inc. (1) 
Note receivable from related party 
Deferred tax charges 
Accrued investment inclllle 
Other assets 

Total Assets 

LIABILITIES; REDEEMABLE PREFERRED STOCK; 
COMMON STOCK AND OTHER SHAREHOLDERS' EQUITY 

Li abilities 

Dividends payable 
Accrued interest payable 
Amounts payable on security purcha~es 
Accrued expenses and accounts payable 
Due to affil i ates ( 1) 
Notes payable 
i.ong-term debt 

December 31, 
1980 1979 

$211,259,268 $182,387,126 

68,791,664 72,545,264 

48,916 

32,476 
4,100,000 
4,132,476 

2,000,000 

1,551,518 
3,551,518 

125,000 
962,500 

10,909,860 
101,502 
496,533 

$300,379,237 

514,336 
6,534,867 
7,049,203 

2,000,000 

2,351,325 
4,351,325 

2,792,767 
52 ,541 

413,220 

$269,591,446 

$ 127,032 $ 352,942 
2,535,100 2,346,687 

395,001 
6,088,225 395,616 

310,557 
5,000,000 

91,610,100 73,286,900 

Total Liabilities 106,066,015 76,382,145 

Redeemable Preferred Stock 
Cumulative Junior Preferred Stock, $.736 Convertible 
Series - $1.00 par value, $9.20 redemption value, 
15,000,000 shares authorized, 676,801 and 1,895,928 
shares issued and outstanding (aggregate 
liquidation value $6,768,010 and $18,959,280) 6,226,569 17,442,537 

Common Stock - $1.00 par value, 60,000,000 shares 
authorized, 29,011,638 and 26,350,579 shares issued 
and 20,263,305 .and 21,365,806 shares outstanding 

Paid-in surplus • . 
Unrealized depreciation of investments 
Retained earnings 
Treasury Stock, at cost (8,748,333 and 4,984,773 
shares of Common Stock) 

Total Liabilities; Redeemable Preferred Stock; 
Common Stock and Other Shareholders' Equity 

(1) Eliminated in consolidation 

See notes to financial statements 
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29,011,638 
138,137,037. 
(10,780,755) 
135,764,485 

26,350,579 
127 ,877 ,414 . 
(13,173,732) 
84,681,662 

(104,045,752) - (49,969,159} 

$300,379,237 $269,591,446 



Revenue: 

GEICO CORPORATION 
(PARENT COMPANY) 

STATEMENT OF INCOME 

Dividends from GEICO (1) 
Interest from GEICO Facilities, Inc. {l) 
Management fees from GEICO (1) 
Other dividend income 
Other interest income 
Other income 

Tot al Revenue 

Expenses: 
Interest paid to GEICO (1) 
Other interest 
General and administrative 

Total Expenses 

Income before income tax benefit, equity in undistributed 
income, realized gains (losses), and extraordinary item 

Income tax benefit from operations 

Income before equity in undistributed income, realized 
gains (losses), and extraordinary item 

Equity in undistributed operating income of GEICO (1) 
Equity in undistributed operating loss of GEICO 
Facilities, Inc. (1) 

Operating Income 

Realized gains (losses) on sale of investments (2) 
Equity in realized gains (losses) of GEICO on sale of 
investments (1)(2) 

Income before extraordinary item 

Equity in GEICO's utilization of operating loss 
carryforward (1) 

Net Income 

(1) Eliminated in consolidation 

For The Year Ended December 31, 
1980 1979 

$42,000,000 
1,375 

2,395,504 
95,350 

1,221,514 
65,434 

45,779,177 

119,921 
9,981,738 
9,826,837 

19,928,496 

25,850,681 

7,489,561 

33,340,242 

26,304,913 

( l,084) 

59,644,071 

219,174 

899,276 

60, 762 ,521 

$60,762,521 

$40,000,000 

14,233 
939,200 

40,953,433 

6,029,481 
1,255,665 

7,285,146 

33,668,287 

2,913,832 

36,582 ,119 

22,967,370 

59,549,489 

(52,250) 

(671,540) 

58,825,699 

15,456,487 

$74,282,186 

(2) Net unrealized appreciation (depreciation) on investments in stocks by GEICO of 
$2,.564,822 and ($4,426,470) and by the parent canpany of ($171,845) and $311,309 
is reflected directly in shareholders' equity. 

See notes to financial statements 
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btl~U ~UK~UKRllUN 

(PARENT COMPANY) 
STATEMENT OF REDEEMABLE PREFERRED STOCK; COMMMON 
STOCK ANO OTHER SHAREHOLUERS' EQUITY 
For the two years ended December 31, 1980 

Cumulative 
Junior 

Preferred C011111on Stock and Other Shareholders' Equity 
Stock, $. 736 Unrealized 
Convertible Common Paid-In Depreciation Retained Treasury Stock, 

Series Total Stock Surplus of Investments Earnings At Cost 

Balance at December 31, 1978 $ $ $ $ $ $ $ 
Corporate Reorganization 72 ,078,245 150,864,238 18,567,574 100,068,045 (9,058,571) 41,287,190 
Exchange of Convertible Preferred Stock (35,860,965) 35,860,965 7,795,862 28,065,103 
Retirement of Convertible Preferred 
Stock and purchase of Common Stock: 

For $73.3 million of Debentures (lJ,444,162) (59,842,737) (15,782,278) (44,060,459) 
For cash (5,270,680) (11,007,510) (5,098,810) (5,908,700) 

Proceeds from exercise of stock 
options and other (59,901) (268,591) ( 12 ,857) (255,734) 

Net income for 1979 74,282,186 74,282,186 
Dividends on Convertible Preferred 
Stock ($.736 per share) (3,284,210) (3,284,210) 

Dividends on Common Stock ($.36 per share) (6,722,416) (6,722,416) 
I Unrealized ,depreciation of investments 
"' ..,. in stock, net of tax benefit of $1,212,318 (4,115,161) (4,115,161) 
I 

Balance at December 31, 1979 17 ,442 ,537 175,766,764 26,350,579 127,877,414 (13,173,732) 84,681,662 (49,969,159) 

Exchange of Convertible Preferred Stock (11,215,968) 11,215,968 2,438,254 8,777 ,714 
Proceeds from exercise of stock options 1,043,822 222,805 821,017 
Purchase of Common Stock: 

For $18.3 million Debentures (18,323,20D) ( 18,323,2DD) 
For cash (35,753,393) (35,753,393) 

Net income for 1980 60,762,521 60,762,521 
Dividends on Convertible Preferred 
Stock ($.736 series) (743,304) (743,304) 

Dividends on Common Stock ($.43 per share) (8,936,394) (8,936,394) 
Unrealized depreciation of investment in 
stocks, net of tax benefit of $1,586,184 2,392,977 2,392,977 

Income tax benefit from exercise of stock 
options 660,892 660,892 

Balance at December 31, 1980 $ 6,226,569 $188,086,653 $29,011,638 $138,137,037 $(1D,780,755) $135,764,485 $(104,045,752) 
============ ============ ====:::=:::==== ============ ============ ============ ============== 

See notes to financial statements 



GEICO CORPORATION 
(PARENT COMPANY) 

STATEMENT OF CHANGES IN FINANCIAL POSITION 

FUNDS PROVIDED 

Income before extraordinary item 
Charges (credits} to earnings not involving funds: 

Equity in undistributed income before extra
ordinary item - GEICO (l) 

- GEICO Facilities, Inc. (1} 
Deferred income taxes 
Increase in <mounts due affiliates (l} 
Other 

Cash provided from operations 
Issuance of Debentures 
Sale of investments 
Redemption of GEICO Convertible Preferred Stock (1} 
Issuance of shares in connection with corporate 

reorganization (1) 
Conversion of Convertible Preferred Stock: 

Increase in Common Stock 
(Decrease} in Preferred Stock 

Increase in notes payable 
Proceeds from exercise of stock options 
Increase in <mounts payable on security purchases 

Total Funds Provided 

FUNDS APPLIED 

Purchase of investments 
Purchase of Convertible Preferred Stock (Retired) 
Purchase of Common Stock 
Cash dividends paid to shareholders 
Investment in GEICO Convertible Preferred Stock (1) 
Investment in GEICO Common Stock (1) 
Investment in GEICO Facilities, Inc. Common Stock (1) 
Increase in note receivable from GEICO Facilities, Inc. 
Increase in note receivable from related party 

Total Funds Applied 

Increase (Decrease) in Cash 

Cash, Beginning 

Cash, Ending 

(1) Eliminated in consolidation 

See notes to fin anci ,;\ 1 statements 
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For The Year Ended December 31, 

(1) 

l980 1979 

$60,762,521 

(27 ,204,189} 
1,084 

(7,489,561} 
310,557 

6,141,587 

32 ,521,999 
18,323,200 
33,042,165 
4,000,000 

11.,dlS,968 
(11,215,968} 

5,000,000 
1,043,822 

395,001 

94,326,187 

29,688,346 

54,076,593 
9,905,608 

50,000 
125,000 
962,500 

$ 58,825,699 

(22,295,831) 

(2,913,832} 

2,278,459 

35,894,495 
73,286,900 

140,460,953 

222,942,483 

35,860,965 
(35,860,965) 

472,584,831 

149,909,240 
39,595,930 
49,969,159 
9,653,683 

72,078,245 
150,864,238 

94,808,047 472,070,495 

(481,860) 514,336 

514,336 

$ 32,476 $ 514,336 ------



GEICO CORPORATION 
(PARENT COMPANY) 

NOTES TO FINANCIAL STATEMENTS 

December 31, 1980 

The following notes to finanical statements of GEICO Corporation (parent company) 
include only that information llhich is different from or in addition to 
information presented in the consolidated financial statements and notes thereto 
of GEICO Corporation and subsidiaries included elsewhere or incorporated by 
reference in this Fann 10-K Annual Report. The financial statements and notes 
thereto of GEICO Corporation (parent company), therefore, should be read in 
conjunction with the consolidated financial statements and notes thereto of 
GEICO Corporation and subsidiaries. 

NOTE A: Accounting Policy 

On January 31, 1979 GEICO Corporation became the parent company of Government 
Employees Insurance Company (GEICO). Pursuant to an Agreement and Plan of 
Reorganization approved by the Shareholders the outstanding Common Stock and 
Cumulative Convertible Preferred Stock of GEICO were converted into Common Stock 
and Cumulative Junior Preferred Stock, $.736 Convertible Series, respectively, 
of GEICO Corporation on a share for share basis and the authorized capitalization of 
GEICO Corporation was increased. Accordingly, financial statements are 
presented only for 1979 and 1980. In December 1980, GEICO Corporation 
fanned GEICO Facilities, Inc., a wholly-owned property subsidiary. 
GEICO Corporation carries its investments in GEICO and GEICO Facilities, Inc. at 
its equity in the subsidiaries' net assets. 

NOTE B: Management Fees 

GEICO Corporation provides various executive and advisory services to GEICO, for 
which the Corporation receives management fees. 

NOTE C: Performance Share Plan 

During 1980, a charge of $2,605,718, relating to awards made to· key executives of 
the Corporation, GEICO and CRICO under the performance share plan as discussed in 
Note I to the Consolidated Financial Statements, was made against earnings of the 
Corporation. 

NOTE D: Employee Benefits 

The cost to the Corporation of the defined benefit plan, as discussed in Note K to 
the Consolidated Financial Statements, in 1980 was $118,906. 

-26-
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ADDITIONAL NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

GEICO CORPORATION 

NOTE O: Reinsurance 

Amounts deducted from {added to) liability, income and expens& accounts in connection 
with reinsurance placed with other companies excluding the effects of the Quota 
Share Reinsurance Agreement,as discussed in Note L to the Consolidated Financial 
Statements, and reinsurance facilities are as follows: 

Reserve for losses and loss expenses 
Reserve for unearned premiums 
Premi tuns written · 
Losses and loss expenses incurred 

NOTE P: Investment Oper at i ans 

In Thousands 

Year Ended December 31, 

$10,043 
2,574 
6,004 

(2 ,397) 

$14,460 
3,085 
6,112 
4,258 

$13,875 
5,935 

ll,696 
7,763 

Net investment income from dividends, interest, amortization of premium and accrual 
of discount is summarized as follows: 

In Thousands 

Year Ended December 31, 

Bonds and notes $51,812 $50,383 $49,930 
Redeemable preferred stock l,773 975 729 
Preferred stocks 8,708 8,520 5,569 
Common stocks 9,487 7,372 3,242 
Mortgage loans 2,107 l,895 l,440 
Certificates of deposit and commercial paper 2,433 2,892 2,433 
Other l,292 822 l,953 

77,612 72 ,859 65,296 
Investment expenses 3,474 2,789 l,806 

Net Investment Income $74,138 $70,070 $63,490 

There were no investments which were non-income producing for the six month periods ending 
December 31, 1980, 1979 and 1978. 
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NOTE P: 

ADDITIONAL NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

GEICO CORPORATION 

Investment Operations (Continued): 

Realized and unrealized appreciation (depreciation) on investments are summarized below: 
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SCHEDULE I - SUMMARY OF INVESTMENTS 
OTHER THAN INVESTMENTS IN AFFILIATES 

GEICO CORPORATION 
DECEMBER 31, 1980 

In Thousands 

Bonds and Notes: 
United States Government and government 
agencies and authorities 

States, municipalities and political 
subdivisions 

Foreign government 
Public utilities 
Industrial and miscellaneous 

Total Bonds and Notes 

Preferred Stocks: 
Redeemable preferred stocks 
Other preferred stocks 

Total Preferred Stocks 

COOU11on Stocks: 
Public utilities 
Banks, trusts and insurance companies 
Industrial, miscellaneous and all other 

Total Common Stocks 

Total Stocks 

Tot a 1 Bonds and Notes and Stocks 

Mortgage Loans 

Real Estate 

Certificates of Deposit and Commercial Paper 

Total Investments 

Cost Or 
Amortized 

Cost 

$ 120,913 

476,859 
1,000 

83,690 
25,569 

708,031 

22,322 
98,700 

121,022 

8,735 
23,083 

132,610 

164,428 

285,450 

993,481 

24,295 

3,223 

54,212 

$1,075 ,211 

Market 
Value 

$110,024 

342,789 
785 

55,039 
21,617 

530,254 

19,122 
60,400 

79,522 

7,338 
25,087 

152,394 

184,819 

264,341 

794,595 

Amount At 
Which Shown 

In The 
Balance Sheet 

$ 120,913 

476,859 
1,000 

83,690 
25,569 

708,031 

22,322 
60,400 

82,722 

7,338 
25,087 

152,394 

184,819 

267,541 

975,572 

24,295 

3,223 

54,212 

$1,057,302 

There were no investments in securities of one issuer which exceeded 2% of total 
investments at December 31, 1980. 
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SCllEIJULE 111 - lffVESlHENTS IN, EQUITY IN EARNINGS 
Of, ANO DIVIO£NUS RECEIVED fROH RELATED PARTIES 

GEICO CORPORATION 
(PllllENT COHl'ANY) 

rwo YEARS ENDED OECENBER 31, 1980 and 1979 
In Thousands 

Balance At 
Bef'nntng Of Period Additions Deductions 

I) (2) ~I (2) I II 
N1111ber Of Equf ty Taken 
Shares Or Up In Earnings DI strlbutton 

Units, Of Earnings (lossesl Of 
Principal P.o 1 ated By Persons In 

Whlc:h Earnings Parties ""'°unt Of 
Na11e or Issuer And Bonds And lllnou11t In For (Losses) Were 

Oescrletlon of Investments Notes Dollars The Period Other 

Year Ended December 31, 1900: 
Wholly-owned subsidiaries: 

Gover11nent Employees 
Insurance C0111pany s 63,735 s Z,565(c) CllmOn Stock 18,775 Sl8Z,388 

100% 
"le2,388 63,135 2,565 

Convertible Preferred 
Stock 1,131 __E.,fil 5,469 

100% 
S2H,933 !..!~ $ Z,565 

GEICO Facilities, Inc. --
C0011101t Stock s -0- s (I) $ 50(f) -- --

Year Ended December 31, 1979: 
Wholly-owned subsidiary: 

Goverr..,.nt Employees 
lnsurancee C0111pany 

Colll!Oll Stock $ -0- s 72,06) SlS0,8641 •1 
955 b 

-o- 1Z ,063 151,819 
Convertible Preferred 
Stock -o- 5,689 72,078( a) 

s -0- !l!.!!E.. $223,89~ 

l:j Equity ownership and capital changes pursuant to plan of reorganhatton 
Convers ton of Converttb le Preferred Stock to Cf)lllllQn Stock 

(c Equity tn unrealized appreciation (deprect&tlon) on lnvesbttents 
Rede11ptlon of 400,000 shares of Convertible Preferred Stock for S4 "'lllton 

Taken ue 

$36,458 

36,458 

5,542 

~000 

$ -0---
$35,733 

35,733 

4,267 

$40,000 
-~~ 

(2) 

Other 

~dl e 
9 

3,680( d) 

~ 
s -0--

$4,4261c! 
1,335 • 

-..-nr 
___ill.(h) 

S6,H6 
~"-

1:1 Adjust•ent to basts of Investments sold lo GEICO to reflect elt,,,tnatton or tntercl)Opany gain 
Capttaltzatton of GEICO Facilities, Inc. tn Oec...,.r, 1980 

Balance At 
End or Period 

-UT (21 
N..OOer or 
Shares Of 

Units. 
Principal 
Amount or 
Bonds And r.nount In 

Notes Dollars 

18,715 SZll,259 
100% 

20,259 

7,331 
10~ 

68,792 

S2U0,051 

l s 49 
lOOX --

18,775 Sl82 ,JUB 
lOOX 

7,731 72 ,545 
IOOX 

S254,933 ...................... 



SCHEDULE IV - AMOUNTS RECEIVABLE FROM RELATED PARTIES 
AND UNDERWRITERS, PROMOTERS, AND EMPLOYEES (OTHER THAN RELATED PARTIES) 

\' 

Name of 
Debtor 

John J. Byrne 

Balance At 
Beginning of 

Period 

GEICO CORPORATION 
YEAR ENDED DECEMBER 31, 1980 

In Thousands 

Deductions 
Jliiiounts Jliiioun~ 

Additions Collected Written Off 

$962,500(1) 

Balance At 
End of Period 

Not 
Current Current 

$962,500 

(1) In 1980 the Corporation, with the approval of the Board of Directors, accepted notes 
for $962,500 from the Chairman of the Board payable on demand with interest at 6% 
per annum in return for the issuance of 209,741 shares of Common Stock to him upon 
exercise of options granted in 1976. In consideration of the Corporation agreeing 
to allow exercise by means of demand notes, the Chairman agreed to extend his term 
of emplo;111ent. 
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Description 

Year Ended December 31, 1980: 

Allowance for anounts 
uncollectib le on cancel led 
po 1 ici es 

Year Ended December 31, 1979: 

Allowance for anounts 
uncollectible on cancelled 
policies 

Year Ended December 31, 1978: 

Allowance for anounts 
uncollectible on cancelled 

- policies 

SCflEDULE V - VALUATION AND QUALIFYING ACCOUNTS 

GEICO CORPORATION 
THREE YEARS ENDED DECEMBER 31, 1980 

In Thousands 

A D D I T I 0 N S 
Balance at Beginning Charged to Costs Charged to Other 

of Period and Expenses Accounts- Describe 

$ 1,075 $ 1,347 

$ 1,225 $ 1,153 

$ 1,800 $ 1,351 

Deduct ion- Balance at 
Note 1 End of Period 

$ 1,222 $ 1,200 

$ 1,303 $ 1,075 

$ 1,926 $ 1,225 

Note 1: The deductions from the allowance during the three years ended December 31, 1980 represent the net write-off 
of amounts not collected on cancelled policies. 
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SCHEQULE VI - PREMIUMS, LOSSES AND CLAIMS 

GEICO CORPORATION 

Three Years Ended December 31, 1980 
In Thousands 

PART 1 - PREMIUMS 

Line of Business 

Year Ended December 31, 1980: 

Homeowners multiple peril 

Auto 

Other 

Year Ended December 31, 1979: 

Homeowners multiple peril 

Auto 

Other 

Year Ended December 31, 1978: 

Homeowners multiple peril 

Auto 

Other 

Unearned 
Premiums 

Beginning of 
Period 

$ 26,642 

317 ,234 

4,548 

$348,424 

$ 22,856 

317 ,108 

3,698 

$343,662 

$ 18,420 

278,931 

2,801 

$300,152 

Premiums Written 
Net of Reinsurance 

Ceded 

$ 37,577 

5g3, 915 

7,129 

$638,621 

$ 34,031 

566,147 

6,137 

$606,315 

$ 31,418 

584,147 

5,198 

$620,763 

Unearned 
Premiums 

End of 
Period 

$ 29,009 

333,157 

4,759 

$366,925 

$ 26,642 

317,234 

4,548 

$348,424 

$ 22 ,856 -

317 ,108 

3,698 

$343,662 

Premiums 
Earned 
During 
Period 

$ 35,210 

577,992 

6,918 

$620,120 

$ 30,245 

566,021 

5,287 

$601,553 

$ 26,982 

.545,970 

4,301 

$577,253 

Part III has been omitted since deferred policy acquisition costs at both the beginning and the end of the 
period did not exceed 5% of total assets. 

Certain illlounts related to jewelry and furs coverage under homeowners multiple peril 
reclassified from other in prior years to homeowners multiple peril. 

policies have been 

PART 2 - LOSSES 

Loss & Claims 
Incurred 

During Period 

$ 29,861 

373,502 

4,248 

$407,611 

$ 19,701 

351,536 

3,147 

$374,384 

$ 15,330 

343,565 

2,151 

$361,046 

Adjustment 
Expenses 
Incurred 

During Period 

$ 4,530 

71,165 

1,291 

$ 76,986 

$ 3,642 

81,956 

637 

$ 86,235 

$ 3,003 

75,792 

419 

$ 79,214 



Noote of Issuer of 
Securities Guaranteed 

By Registrant 

Government Employees 
Financial Corporation 

SCHEDULE VII 
GUARANTEES Of SECURITIES Of OTHER ISSUERS 

GEICO CORPORATION 
December 31, 1980 

In Thousands 

Title of Issue 
of Each Cl ass of 

Securities Guaranteed 

Commerci al Paper ( a) 

Total Amount 
Guaranteed And 

Out st anding 

-0-

Jlrnount Owned 
By Registrant 

-0-

Amount In 
Treasury of Issuer of 
Securities Guaranteed 

-0-

(a) Under an agreement dated August 12, 1980, the Corporation is COOllllitted to guarantee up to $15.0 
million of GEFCO canmercial paper, if any, maturing through December 31, 1981 for which the 
Corporation receives a fee at an annual rate of $18,750. At Decanber 31, 1980, no commercial 
paper subject to this agreement was outstanding. 

Nature of 
Guarantee 

Principal 
and interest 

Nature of 
Any Default 

None 



Category of Aggregate 
Short Term Borrowings 

Year Ended Oec~nber 31, 1980: 

Notes Payable to banks (1) 

Year Ended December 31, 1979: 

Year Ended Dec~ber 31, 1978: 

SCHEDULE IX - SHORT TERM BORRCHINGS 
GEICO CORPORATION 
(PARENT COMPANY) 

YEAR ENDED DECEMBER 31, 1980 

Ba 1 ance At Weighted Average Maximum Outstanding 
End of Period Interest Rate During the Period 

$5,000,000 14.54% $5,000,000 

Average Amount 
Outstanding During 

The Period (2) 

$3,333,333 

(1) Demand notes payable to banks represent borrowings under lines of credit borrowing arrangements which 
have no tennination date but are reviewed periodically for r~newal. 

(2) Cotnputed by averaging the daily amounts outstanding. 

(3) Cotnputed by dividing the interest expense for the period by the average anount outstanding during the 
period. 

Weighted Average 
Interest Rate 

During the Period (3) 

14.54% 



CONSENT OF INDEPENDENT 
CERI'IFIED PUBLIC ACCOUNTl\NTS 

we consent to the incorporation by reference in the Pi:ospectus con
stituting part of the currently effective Registration Statement on Form s-16, 
Registration No. 2-70801, of our report dated February 19, 1981, contained 
in this GEICO Corporation Annual Report on Form 10-K for the year ended 
December 31, 1980 and to the reference to us under the heading "Experts" 
in the l?i:ospectus • 

Ernst & Whinney 

Washington, D. c. 

March 31, 1981 
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EXHIBIT INDEX 

Exhibit No. Description Page No. 

3-a Certificate of Incorporation 15 

3-b By-laws of GEICO Corporation. 15 

4-a Specimen certificate repre- 15 
senting the canmon stock, 
$1.00 par value. 

4-b Specimen certificate representing 15 
theo Cumulative Junior Preferred 
Stock, $1.00 par value. 

4-c Certificate of the Registrant's 15 
Board of Directors pursuant to 
Section 151 of the General Corp-
oration Law of the State of 
Delaware fixing the provisions of 
the $.736 Convertible Series of 
the Cumulative Junior Preferred 
Stock. 

4-d Specimen Warrant certificate evi- 16 
dencing right to purchase shares 
of caruron stock. 

4-e Warrant Agreement dated May 5, 16 
1971, between GEICO and American 
Security and Trust Canpany. 

4-f l\rnendment to Warrant Agreement 16 
of May 5, 1971, extending the 
period during which Warrants may 
be exercised and reducing the 
per share exercise price thereof. 

4-g Indenture dated as of March 15, 16 
1979 between GEICO Corporation and 
Manufacturers Hanover Trust CClll-
pany and Form of Debenture con-
tained therein. 

4-h Indenture dated as of June 15, 16 
1980 between GEICO Corporation and 
Manufacturers Hanover Trust Com-
pany and Form of Debenture con-
tained therein. 

9 Proxy .Agreement between Berkshire 16 
Hathaway Inc. and Suburban Trust 
COOlpany. 

-37-



Exhibit No. Description Page No. 

10-a Employment Agreement effective 16 
May 5, 1976, between GEICO and 
John J. Byrne, together with 
Nongualified Stock Option 
Agreement executed in connection 
therewith. 

10-b Employment Agreement between 16 
GEICO and Paul J. Hanna effective 
July l, 1978. 

10-c Consultant Agreement between 40 
Alvin E. Kraus and Government 
Employees Insurance Company as 
amended through March 24, 1981. 

10-d Consultant Agreement between 48 
Criterion Insurance Company and 
Alvin E. Kraus effective May 1, 
1981. 

10-e Deferred Compensation Agreement 52 
between Government Employees 
Insur<nce Company and Alvin E. 
Kraus dated December 18, 1980. 

10-f Retainer Agreement between 53 
Criterion Insurance Company and· 
Alvin E. Kraus dated May 8, 1980 
together with March 23, 1981 
Addendum thereto. 

10-g Consultant Agreement between 58 
GEICO Corp:>ration and H. Edward 
Wrapp dated April l, 1980. 

10-h Government Employees Insurance 62 
Company's 1973 Stock Option Plan, 
as amended. 

10-i Form of Option Agreement under 17 
1973 Stock Option Plan, as 
amended, together with form of 
Notice of Intent to Exercise. 

10-j Statement of 1981 Incentive Bonus 65 
Program. 

10-k Executive Health Plan - A. 17 

10-1 Deferred Compensation Plan. 17 

10-m Performance Share Plan, as amended. 66 

11 Additional Earnings Per Share 70 
Information. 

-38-



El(hibit No. 

13 

22 

~~iption 

Annual Report to Share
holders for the year 
ended December 31, 1980, 

Subsidiaries of GEICO Corporation. 
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SECOND AMENDMENT TO CONSULTANT AGREEMENT 

This SECOND AMENDMENT TO CONSULTANT AGREEMENT, entered 

into this J~~day of March, 1981, effective as of April 1, 1981, 

by and between GOVERNMENT EMPLOYEES INSURANCE COMPANY, a cor-

poration organized and existing under the laws of the District 

of Columbia (hereinafter called the "COMPANY"), and ALVINE. 

KRAUS, residing at 9026 Bronson Drive, Potomac, Maryland 20854 

(hereiryafter called "KRAUS"}, 

WI'fNESSE'r.H THAT: 

j WHEREAS, commencing April 1, 1978 the COMPANY and KRAUS 

·,l ,?.ntered into a CONSULTANT AGREEMENT I for a three-year term, 

I 
wherein KRAUS agreeed to serve as a Consultant to the Corporate 

Office of the COMPANY; and 

WHEREAS, the COMPANY and KRAUS desire to extend this 

arrangement through April 30, 1981; and 

NOW, THEREFORE, 

In consideration of the mutual agreements herein set forth, 

1the parties agree that the CONSULTANT AGREEMENT dated April 4, 

1978 and ~the AMENDMENT TO CONSULTANT AGREEMENT dated February 23, 
; . 

1979, are further amended as follows: 

1. Commencing April 1, 1981, KRAUS agrees to continue 

to make his services available to the COMPANY as a 

Consultant for a period of thirty (30} days (through 

April 3.0, 1981), subject to the terms and conditions 

hereinafter set fo=th. 

2. During the period of KRAUS' extended service as Con-

sultant, the "COMPANY shall pay KRAUS a fee of $2,50-0.00, 

payable on January 1, 1983. Commencing Hay 1, 1981 

KRAUS' fee will bear interest at the rate provided 

for in the COMPANY's Deferred Compensation Plan. 

I 
I 
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3. In the event of the dca th of KRAUS during the term 

of this SECOND AMENDMENT TO CONSULTANT AGREEMENT, 

this contract will be considered to be termfnated 

and the fee payable hereunder will be determined by 

multi,plyi_r1g the annual fee ($30,000) by a fraction 

the numerator of which is the number of days of actual 

service rendered by KRAUS during April, 1981, and the 

denominator of which is the maximum number of days 

(365) covered by the annual fee. 
·; . 

4, The terms of the CONSULTANT AGREEMENT dated April 4, 

1978, as amended, between the COMPANY and KRAUS will 

continue in effect during April of 1981. 

IN WITNESS WHEREOF, ALVIN E. KRAUS has hereunto affixed 

.his hand, and GOVERNMENT EMPLOYEES INSURANCE COMPANY has caused 
I I this SECOND AMENDMENT •ro CONSULTAN'l' AGREEMENT to be si9nea .. and 

iits corporate seal. to be affixed hereto by its corporate officers· 

j thereunto. duly authorized. _. 

l 
l 

.. 
' 

... · 

GOVERNMENT EMPLOYEES INSURANCE 
COMPANY' 
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AMENDMENT TO CONSULTANT AGREEMENT 

This Amendment to Consultant Agreement made and entered into 

as of the first day of January, 1979, by and between GOVERNMENT 

EMPLOYEES INSURANCE COMPANY, a corporation organized and existing 

under the laws of the District of Columbia (hereinafter called the 

"COMPANY"), and ALVIN E. KRAUS, residing at 9026 Bronson Drive, 

Potomac, Maryland 20854, (hereinafter called "KRAUS"), 

WITNESSETH THAT: 

WHEREAS, on April 4, 1978, the COMPANY and KRAUS entered 

into a Consultant Agreement, for a three-year ~erm, wherein KRAUS 

agreed to serve as a Consultant to the Corporate Office of the COMPANY, 

and 

WHEREAS, the COMPANY and KRAUS desire to provide for the 

payment of interest on the Consulting Fee provided for in Paragraph 4 of the 

Consultant Agreement, 

NOW, THEREFORE: 

In consideration of the mutual agreements herein set forth, ·the 

parties agree that Paragraph 4 of the Consultant Agreement dated April 4, 

1978 is amended to read <-S follows: 

4. For the period of KRAUS' service as Consultant, the 

COMPANY shall pay KRAUS a Consulting Fee at the rate of 

$30, 000 per annum. The Consulting Fee for the year April 1, 

1978 through March 31, 1979 shall be paid to KRAUS on 

January 1, 1981; the Consulting Fee for the year April 1, 1979, 

through March 31, 1980, shall be paid to KRAUS on January 1, 

II 
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1982; and the Consulting Fee for the year April 1, 1980, 

through March 31, 1981, shall be paid to KRAUS on 

January 1, 1983, 

In recognition of the fact that the _COMPANY has 

now adopted a Deferred Compensation Plan for officers 

and directors, providing for interest accrual on deferred 

compensation, it is agreed that KRAUS' Consulting Fee 

shall be paid with interest, as follows; 

A. During the calendar year 1979, such portion 

of KRAUS' fee as shall have been earned will bear 

interest at the rate of fl .13 %. 

B. In the succeeding years, such portion of 

KRAUS' fee as shall be earned will bear interest 

at the rate provided for in the Deferred Com-

pensation Plan. 

C. The amount KRAUS has earned as of January 

1, 1979, calculated on a pro-rata basis ($22, 500), 

shall begin to accrue interest effective January l, 

1979. 

D. Each month following January 1, 19'19, and 

until the termination of this Consultant Agreement 

KRAUS shall be credited with !/12th of his annual 

Consulting Fee, with interest accrued monthly. 

The Consultant Agreement remains in full force and effect except 

as specifically modified by this Amendment to Consultant Agreement. 
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IN WITNESS WHEREOF, ALVINE. KRAUS ha:a hereunto affixed 

his hand and GOVERNMENT EMPLOYEES INSURANCE COMPANY has 

caused this Amendment to Consultant Agreement to be signed and its 

corporate seal to be affixed hereto by its corporate officers thereunto duly 

authorized, 

Date 2/23/79 

Attest: 

I I ' 
) /} 

' I J ,· I .I ' .. } 

(Slli}il.f) 

~~ 
Secretary~ 

ALVINE. KRAfS 

GOVERNMENT EMPLOYEES INSURANCE 
COMPANY 

By·~~~;_e.:::~...,;;:t.....~i.lt:~~~:;...-=-C[ 
man of the Board, 

ecutive Officerl 
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CONSULTANT AGREEMENT 
• 

This AGREEIVJ.ENT, entered into this 4th day of April, 1978 effective 

as of April 1, 1978, by and between GOVERNMENT EMPLOYEES INSURANCE 

COMPANY, a corporation duly organized and existing under the laws of the 

District of Columbia (hereinafter called the 11COMPANY"), and ALVINE. 

KRAUS, residing at 9026 Bronson Drive, Potomac, Maryland 20854 (herein-

after called "KRAUS"), 

WITNESSETH THAT: 

WHEREAS, prior to his retirement on June 30, 1974, KRAUS had been 

employed by the Government Employees Companies (Govei:'nment Employees 

Insurance Company, Government Employees Life Insurance Company, Criterion 

Insurance Company and Government Employees Financial Corporation) since 

1939 and has had extensive experience in the underwriting and sale of property 

nnd casualty insurance; 

WHEREAS, at a meeting of the C01VlPANY 1 s Board of Directors held on 

March 30, 1977, KRAUS was appointed a Consultant to the Corporate Office of 

the Company for the period April 1, 1977 through :March 31, 1978 on all matters 
' -

concerning the underwriti-ig and sale of property and casualty insurance (as 

well as such other matters as may be specified by the Chairman of the Board) 

and KRAUS was willing to and did act in this capacity; 

WHEREAS, at a meeting of the COMPANY's Hu.man Resources Committee 

held on March 30, 1978, KRAUS was r1::appointed a Consultant to the Corporate 

Office of the Company for a period of three (3) years on the same matters as 

heretofore; 

NOW, THEREFORE, in consideration of the mutual promises and agree-

ments of the parties hereto and for other good and valuable consideration, the 

parties hereto agree as follows: 
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1. Commencing April 1, 1978, KRAUS agrees to make his services 

available to the COMPANY as a Consultant to the Corporate Office on all 

matters concerning the underwriting and sale of property and casualty 

insurance, for a period of ftiree (3) years, subject to the terms and conditions 

hereinafter .set forth. 

2. KRAUS agrees to review the entire underwriting and sales operations 

of the C
0

0MPANY (as well as any:other matters as may be specified by the 

Chairman of the Board) and to make specific recommendations to the Chairman 

of the Board as to the personnel and procedures involved in such opera.~ions. 

3. KRAUS shall render the foregoing services to the COMPANY during 

a period of up lo sixty (60} full workfng days or their equivalent per year, but 

in no event shall KR.A US be required to render services for more than sixty (60) 

full working days during any one year. 

4. For the period ·of KRAUS' service as Consultant, the COMPANY shall 

pay KRAUS a Consulting Fee at the rate ·or $30, 000 per annum. The Consulting 

Fee for the year April 1, 1978 through March 31, 1979 shall be paid to IffiAUS 

on January 1, 1981; the Consulting Fee for the year April 1, 1979 through 

March 31, 1980 shall be paid to KRAUS on January 1, ·1982; and the Consulting· 

Fee for the year April 1, 1980 through lVIarch 31, 1981 shall be paid to KRAUS 

on January 1, 1983. 

5. In the event of the death of KRAUS after April 1, 1978, this AGREE- .. 

MENT will be considered to be terminated and any fees payable 4ereunder will 

be determined by multiplying the annual Consulting Fee by a fraction the · 

numerator of which is the number of days of actual service rendered by KRAUS 

during the year :ind the denominator of which is the maximum number ~f days 

(60) KRAUS is required to render sei;-vice during the year. In the event of l:he 

death of KRAUS any fees required to be paid under this Agreement shall be paid 

equally to his daughters .• Eugenia K. Reilly. and Karen K. Taylor. In the event· 

either daughter should predecease ~A US then such fees shall be pai~ to the 

surviving daughter of KRAUS. 
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6. KRAUS shall not be eligible to participate in any benefit plan or 

program for employees of the COMPANY, including (but without being limited 

to) a p!an or program for life, accident, health, medical or travel insurance, 

e:x:ecutive incentive bonus, stock optiqn or vacation or health leave, except 

where such plan or program expressly provides benefits, or eligibility for 

benefits, to DIRECTORS of the COMPANY. 

. 7. The validity, construction, interpretation and enforceability of this 

AGREEMENT and the capacity of the parties shall be determined and governed 

by the laws of the District of Columbia. 

8. .This AGREEMENT is personal to each of the pa:r;ties hereto, and 

neither party may assign or delegate any of the rights or obligations hereunder 

without first obtaining the ~ritten consent of the other party. 

9. This AGREEMENT constitutes the entire agreement between the . 

parties respecting the consulting services of 'KRAUS, and there are no 

repi:-esentations, warranties or commitments, except as set forth herein. 'fhis 

AGREEMENT raay be amended only by an· instrument in writing e:x:ecuted by the 

parties hereto. 

IN WITNESS WHEREOli', ALVIN E •. KRAUS has hereunto affixed his hand, 

and GOVERNMENT EMPLOYEES INSURANCE COMPANY has caused this 

AGRii!EMENT to }?e signed anu its corporate seal to be affixed hereto by Us 

corporate officers thereunto duly authorized • 

. 1 1 I l , 

• 1 I/ 

I q 'I \ I ·' . 

Attest: 

' . 

·~~ t 
~-~/Lt· C~.-c--
JJ M:. O'Connor, Secretary 

_,. 

GOVERNMEN'1. EMPLOYEES 
·INSURANCE COMPANY 
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Exhibit 10-d 

CONSULTANT AGREEM:!!NT 

This AGREEMENT, entered into this ;)3,.vday of March, 1981, 
.. 

,effective as of May 1, 1981, by and between CRITERION INSURANCE 

COMPANY, a corporation duly organized and existing under the 

laws of the Distriqt of Columbia (hereinafter called the 

"COMPANY"), and ALVINE. KRAUS, residing at 9026 Bronson 

Drive, Potomac, Marylan.d 20854 (hereinafter called "KRAUS"), 

WITNESSETH THAT; 

WHEREAS, KRAUS was employed by the Government Employees 
· .. 

Companies (Government Employees Insurance Company, Govern-

ment Employees Life Insurance Company, Criterion Insurance 

Company and Government Employees Financial Corporationi from 

1939 to 1974, serving as a senior office: for twenty-five years 

and as President of the COMPANY from 1966 to 1974, and; 

WHEREAS, KRAUS is presently· serving as Chairman of the 

Board of the COMPANY~ and 
• 

WHEREAS, KRAUS intends to retire as Chairman of the 

Board on April 30, 1981; and 

. •. 

. I . _ .... WHEREAS, .the COMPANY. desires to retci.in. the. seryices .c;>f . ·'-·. _ 
.. :.:.: ·: .-.:..4; .. =::;:_.· .... -... ·. ~-~-=-·-- ... ~--;-.:. ·. -:; ... :;::.-..: .... -....... ,,_ .. __ . ;-..... _;-.:, ... >=· -~;~ ...... _. __ . . ..: ~----·. "::.~-- -::= .. ; .. : .. ~.': ... - -.:: - :.:·- ~-.. ··r-.!"· 

KRAUS -a~··~a--Cons'uitant- to th~ President a'na Chairman of the 

Board from time to time and KRAUS is willing _to act in this 

capacity; 

NOW, THEREFORE, 

In consideration of the mutual promises and agreements of 

the parties hereto and for other-good and valuable consideration, 

the parties hereto agree as follows: 

1. The RETAINER 'AGREEMENT and ADDENDUM TO RETAINER 

AGREEMENT between the COMPANY and KRAUS, dated May 8, 1980 

is terminated effective April 30, 1981. 

2._ Commencing May 1, 1981, KRAUS agrees to make his 

ll services available to the COMPANY. as a Consultant to the 

ll 
ti 

I 
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President and Chairman of the Board from May 1, 1981 through 

July 31, 1982, subject, to the terms and conditions hereinafter 

set forth. 

3. During the period of KRAUS' service as said Consultant, 

the COMPANY shall pay KRAUS a consulting fee at the rate of 

$25,000.00 per annum, payable in monthly installments of $2,083.33 

on the first day of each month for the duration of this Agreement. 

4. In the event of the death of KRAUS after May 1, 1981, 

this AGREEMENT will be considerE!d to be terminated, anq no 
• 

further fees will be payable thereafter. . . 
s. Upon request by the COMPANY, KRAUS will COnciult with 

the President and Chairman. of the Board on specific problems 

relating 'to the business and a'ffairs of the COMPANY~ 

6. The rendition of c'onsulting services described· in 

Paragraph 5 shall be subject to the following conditions and 

" limitations: 

(a) The COMPANY will not call upon KRAUS to ren~er 

consulting services for more than seventy-five (75) 

days during the. period of this AGREEMENT~ -rt is agreed 
- . -·~·· - . -- • . ~ -·-- : • t - -····'":'":":_: 

~that any time spent by KRAUS in performance 'of duties · 

as a Director shall not be subject to the foregoing 

limitations nor charged against the said 75-day period. 

(b) The COMPANY shall·not call upon KRAUS without 

prior reasonable notice nor request or expect Kraus 

to subordinate his own plans.or activities to those 

of the COMPANY. The services to be performed by KRAUS 

hereunder shall be only at such time and at such places 

as may be mutually convenient to KRAUS and the COMPANY, 

and KRAUS may render such services by mail, telephone 

or telegraph in the event the parties cannot agree 

_ on a mutually convenient time and place. KRAUS shall 

be free to arrange his own time and pursuits and the 
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COMPANY shall not require him to observe any 

routine or fixed hours of work in performing the 

services of him hereunder. 

( c) The CO~IPANY shall not request KRAUS to per-

form any active duties on behalf of the COMPANX, 

the request for services hereunder to be for dis

cussing, conferring and advising the COMPANY with 

respect to those problems or matters referred to KRAUS 

for his opinion, .· .. 
(d} As a courtesy to the COMPANY, KRAUS will advise 

the COMPANY in the event he is undertaking any ex-

tended ~rip and the COMPANY may request that he see .. 
certain people or visit certain offic~s, which he is 

willing to do provided it fits into his own plans. 

.. 

1. During. the term of thi~ AGREEMENT, KRAUS agr~es not to 

engage in, or to become connected with as officer, employee·, con-
• 

sultant, advisor, or substantial stockholder, any business, 

enterprise or company (other than the Government Employees 

C?mpanies l. whic~ ~s in ~~mpeti tion with the· COMPANY::. or any of ... , .. -; ':' . 

the othe;Government ~mployees Companies, whether now existing 

or hereafter organized. Subject to the afor.esaid restr~ctions,. 

KRAUS shall not.be precluded from accepting and continuing any 

other employment or business agreement. 

-this Agreement shall, however, prevent or preclude KRAUS 

from receiving the retirement income or other benefits to 
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which KRAUS may be entitled by virtue of his severance of 

employment on June 30, 1974, under the COMPANY's Pension Plan .. 
or Profit Sharing Plan. 

9. The validity, construction, interpretation and en-

forceability of thfs AGREEMENT and the capacity of the parties 

shall be determined and governed by the laws of the District of 

Columbia. · 

10. This AGREEMENT is personal to each of. the parties hereto 

and neither party may assign or delegate any of the rights .. or 

obligations hereunder without first obtaining a written consent 

of the other party. 

11. This AGREEMENT constitutes the entire agreement be

tween the parties respecting the consulting services of KRAUS, 

and there are no representations, warranties or cr.m .. ,.:.,,ments, 

except as set forth herein. This AGREEMENT may be :; . .• ended only 

by an instrument in writing executed by the parties hereto • 
• 

IN WITNESS WHEREOF, ALVIN E. KRAUS has hereunto affixed 

" 

I . . . . . - . . .. . . . ·. - . 
J his. .. hand ,- and .. CRITERION INSURANCE COMP.l\NY has caused .this ·:AGREE-

I 
I 

. I 
/ I 

•·. . . - ;,.- . . . - -- -~ . ... •, .' -~ . . -- -:.·. . . . . . ' 

MENT to be signed and its corporate seal to be affixed hereto by 

its corporate officers thereunto duly authorized. 

CRITERION INSURANCE COMPANY 
(SF.N.} 

"., !Attest: Lewin, President 
Operating Officer 
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DEFERRAL AGREEMENT 

This Deferral Agreement made and entered into this eighteenth day of December, 1980, 
by and between GEICO Corporation, a corporation organized and existing under the laws of 
the State of Delaware (hereinafter called the "COMPANY"), and ALVINE. KRAUS, residing 
at 9026 Bronson Drive, Potomac, Haryland, 20854 (hereinafter called "KRAUS"), 

WITNESSETH THAT: 

'WHEREAS KRAUS was employed by the Government Employees Companies (Government Employees 
Insurance Company, Government Employees Life Insurance Company, Criterion Insurance 
Company and Government Employees Financial Corporation) from 1939 to 1974, serving as a 
senior officer for twenty-five years and as President of Criterion Insurance Company from 
1966 to 1974; and 

'WHEREAS, KRAUS came out of retirement in 1976 to serve as a Director of, and as 
Special Consultant to the Chairman of the Board of, Government Employees Insurance Company 
and to serve as Chairman of the Board of Criterion Insurance Company, and in 1977 to 
serve as a consultant to Criterion Insurance Company; and 

'WHEREAS, the COMPANY, through its Human Resources Committee, agreed that KRAUS is to 
receive compensation equivalent to payment for a 3,000 share award under the terms of 
the Performance Share Plan for the 1978-1980 cycle, if payments are made under that Plan 
for that cycle to participants in the Plan, such compensation to be paid at the same time 
as payments, if any, are made to Plan participants; 

NOW THEREFORE, in consideration of the mutual promises and agreements of the parties 
hereto and for other good and valuable consideration, the parties hereto agree as 
follows: · · 

1. If, as specified ahove, compensation is paid to KRAUS in an amount equal to a 
3,000 share interest in the Performance Share Plan for the 1978-1980 cycle, such compen
sation will be deferred (the "Deferred Bonus"). 

2. In recognition of the fact that. the COMP.Al\'Y has adopted a Deferred Compensation 
Plan for directors and officers, providing for monthly interest accural on deferred 
compensation, it is agreed that KRAUS' Deferred Bonus shall be paid with intei·est 
computed at the same-rate and in the same manner provided for in the Deferred Compensation 
Plan. 

3. The amount of the Deferred Bonus and accumulated interest will be paid to KRAUS 
on the first business day in January, 1985. 

4. In the event of the death of KRAUS prior to the first business day in January, 
1985, payment of the Deferred Bonus on such date shall be made to his daughters, 
Eugenia K. Anderson and Karen K. Taylor, payments to be in equal amounts for each of 
said daughters. 

5. The validity, construction, interpretation and enforceability of this Agreement 
and the capacity of the parties shall be determined and governed by the laws of the 
State of Delaware. 

IN WITNESS 'WHEREOF, ALVINE. KRAUS has hereunto affixed his hand, and GEICO 
CORPORATION has caused this Agreement to be signed and its corporate seal to be affixed 
hereto by its corporate officers thereunto duly authorized. 

I . } ' 

' . . , 
, I 

,• 

\ 
\ . 

Atte!;t:·: I GEICO CORPORATION 



• 

( Exhibit 10-f 

ADDENDUM TO RETAINER AGREEMENT 

This ADDENDUM TO RETAINER AGREEMENT, entered .into this 

:i.1.,.u· day of March, 1981, effective as of Ma.:ch 14, 1981, by 

and between CRITERION INSURANCE COMPANY, a corporation duly 

organized and existing under the laws of the District of 

Columbia (hereinafter calleg the "COMPANY"), and ALVINE. 

KRAUS, residing at 9026 Bronson Drive, Potomac, Maryland 

20854 (hereinafter called "KRAUS"), 

WITNESSETH THAT: 

WHEREAS, KRAUS' present RETAINER AGREEMENT with the COMPANY 

'provides for his services as Chairman of the Board of Directors 

of the COMPANY from March 14, 1980 through March 13, 1981, and: 

WHEREAS, the Human Resources Committee of GEICO Corpora

tion has requested KRAUS to continue to serve in said capacity 

through A~ril 30, 1981, and KRAUS is willing to do so: 
• 

the Board of Directors, through April 30, 1981, subject to 

the terms and conditions hereina~ter set fc<:th. 
l . I 2. During the period of KRAUS' extended service as 

!Chairman, the COMPANY shall pay KRAUS a fee of $5,000.00 

payable on January 1, 1984. Commencing May 1, 1981 KRAUS' 

I 
l 

•I 
Ii 
I 
I 

l 
I 

fee will bear interest at the rate provided for in the COMPANY's 

Deferred Compensation Plan. 
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3. In the event of the death of KRAUS during the term 

of this ADDENDUM, the ADDENDUM will be considered to be ter

minated and the fee payable hereunder will be determined by 

multiplying the annual fee ($40,000) by a fraction the numerator 

of which is the number of days of actual service rendered by 

KRAUS during the period of the ADDENDUM and the denominator 

of which is the maximum number of days (365) covered by the 

annual fee. 

4. The terms of the RETAINER AGREEMENT dat~d May a;;.1980, · 

between the COMPANY and KRAUS will continu.e in effect during 

the period covered by this ADDENDUM. 

IN WITNESS WHEREOF, ALVIN E. KRAUS has hereunto affixed 

his hand, and CRITERION INSURANCE COMPANY has caused this 

AGREEMENT to be signed and its corporate seaf to be affixed 

her.eto by its corporate officers thereunto duly authorized: 

,.•'. 

' . 
·:_~-~~-.., .... 

~ ,~ . 
. . ·. . 

~- . -··:. ''ALVI!'l . 
(SEAL) ... 

CRITERION INSURANCE 'COM.,>ANY \ .. 
/ 

. ·A~test: , 
'• ·· .. 

' 
• Lewin, President 

Operating Officer 
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RETAINER AGREEMENT 

i' This AGREEMEN'l', entered into this 8'ct.. day of .!'\A-(~ 1980, 
" 
1. effective as of March 14, 1980, by and .between CRITERION 

., 
11 
11 

. I 

I 
II 
11 

INSURANCE COMPANY, a corporation duly organized and existing 

under the laws of the District of Columbia (hereinafter called 

the "COMPANY"), and ALVINE. KRAUS, residing at 9026 Bronson 

Drive, Potomac, Maryland 20854 (hereinafter called "KRAUS"), 

WITNESSETH THAT: 

WHEREAS, KRAUS was employed by the Government Employees 

Comp'anies (Government Employees Insurance Company, Govern-

ment Employees Life Insurance Company, Criterion Insurance 

Company, Government Employees Financial Corporation) from 

1939 to 1974, serving as a senior officer for twenty-five years 

and as President of the COMPANY from 1966 to 1974 and; 

WHEREAS, KRAUS retired as President of the COMPANY on 

March 29, 1974, and as an employee of· the COMPANY as of the 

close of business on June 30, 1974; and 

WHEREAS, KRAUS was re-elected as Chairman of the 

Board of Directors of the COMPANY, effective March 14, 1980, 

and KRAUS is willing to act in this capacity; 

NO~, THEREFORE, in coneideration of the mutual promises 

and agreements of the parties hereto and for other good and 

valuable consideration, the parties hereto agree as follows: 

1. Commencing March 14, 1980, KRAUS agrees to make his 

services available to the COMPANY as Chairman of the Board of 

Directors, for a period of one (1) year, subject to the 

terms and conditions hereinafter set forth. 

2. During the period of KRAUS' service as Chairman, 

the COMPANY shall pay KRAUS a fee of $40,000 per annum, payable 

-ss--

.: 

' 
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monthly. However, KRAUS elects to defer the payment of his 

fee hereunder until January 1, 1984. Such monthly instlall

ments of KRAUS' fee as shall have been earned will bear 

interest at the rate provided for in the COMPANY'S Deferred 

Compensation Plah. 

3. In the event of the death of KRAUS during the term 

of this AGREEMENT, the AGREEMENT will be considered to be 

terminated and the fee payable hereunder·will be determined 

by multiplying the annual fee by a fraction the numerator of 

which is the number of days of actual service rendered by 

KRAUS during the pe~iod of the AGREEMENT and the denominator 

of which is the maximum number of days (365) KRAUS is required 

to render service under the AGREEMENT. 

4. During the term of this AGREEMENT, KRAUS agrees not 

to engage in, or to become connec.ted with as officer, employee, 

consultant, advisor, or substantial stockholder, any business, 

enterprise or company (other than the Government Employees 

Companies) which is in competition with the. COMPANY or any of 

the other Government Employees Companies, whether now existing 

or hereafter organized. Subject to the afQresaid restrictions, 

KRAUS shall not be precluded from accepting and continuing any 

other employment or business agreement. 

5. - KRAUS shall not be eligible to participate in any 

benefit plan or program for employees of the COMPANY, including 

(but without being limited to) any plan or program for life, 

accident, health, medical or travel insurance, stock option, 

performance shares or vacation or health leave, except that 

KRAUS shall participate in the Incentive Bonus Plan, Execu-

., 

l 
I 

tive Health P1an-A, and any other plan or program which 

expressly provides benefits, or eligibility for benefits, to 

retirees or DIRECTORS of the COMPANY. Nothing contained in this I 
Agreement shall, however, prevent or preclude KRAUS from 
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receiving the retirement income or other benefits to which 

KRAUS may be entitled by virtue of his severance of employ

ment on June 30, 1974, under the COMPANY's Pension Plan 

or Profit Sharing Plan. 

6, The validity, construction, interpretation and 

enforceability of this AGREEMENT and the capacity of the 

parties shall be determined and go••erned by the laws of the 

District of Columbia. 

7. This AGREEMENT is personal to each of the parties 

hereto, and neither party may assign or delegate any of the 

rights or obligations hereunder without first obtaining a 

written consent of the other party. 

8. This AGREEMENT constitutes the entire agreement 

between the parties respecting the consulting services of 

KRAUS, and there are no representations, warranties or 

commitments, except as set forth herein and in Mr. D. C. 

Cuthbertson's memoranda to the Performance Share File dated 

November 13, 1978 and March 18, 1980. This AGREEMENT 

may be amended only by an instrument in writing executed 

by the"parties hereto. 

IN WITNESS WHEREOF, ALVIN E. KRAUS has hereunto affixed 

his hand, and CRITERION INSURANCE COMPANY has caused this 

AGREEMENT· to be signed and its corporate seal to be affixed 

hereto by its corporate officers thereunto duly authorized. 

Attest: CRITERION INSURANCE COMPANY 

' ' 

I 

' I 
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CONSUT,TANT AGREEMENT 

Exhibit lO-g 

This AGREEMENT, entered into as of April 1, 1980, by 

and between GEICO CORPORATION, a corporation duly organized 

and existing under the laws of the State of Delaware (herein-

after called the "COMPANY"), and DR. H. EDWARD WRAPP, residing 

at 4738 South Lake Drive, Delray Dunes, Boynton Beach, Florida 

(he~einafter called "WRAPP''), 

WITNESSETH THAT: 

WHEREAS, WRAPP has had extensive experience with regard 

to planning and management, both as a corporate executive and 

director, and as a business consultant, ~ncluding work with 

companies in the casualty 4nsurance field; 

WHEREAS, WRAPP has, for many years, taught and conducted 

research with regard to planning and management, both at the 

Harvard Business School and at the Graduate School of Business 

of the University of Chicago; 

WHEREAS, WR.APP has agreed to serve as a Consultant to the 

COMPANY 'for a period of one (l) year in the fields of strategic 

planning, management development and human resources planning; 

NOW, THEREFORE, in consideration of the mutual promises 

and agreem~nts of the parties hereto •nd for other good and 

valuable consideration, the parties hereto agree as follows: 

1. Commencit1g April l, 1980, WR.APP agrees to make his 

services available to the COMPANY as a Consultant on 

all matters relating to strategic planning, management 

development and human resources planning, for a period 

of one (1) year, subject to the terms and conditions 

hereinafter set forth. 

2. WRAPP agrees, if so elected, to serve as a member 

of the Board of Directors of the COMPANY, and as a 
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member or chairman of a committee or committees of the 

Board of the COMPANY, 

3. WRAPP shall render the services described in Para-

graphs l and 2 above, to the COMPANY during a period 

of up to.thirty (30) full working days or their equiva-

lent per year, at GEICO Plaza or at other mutually 

agreeable locations. 

4. For the period of WRAPf's services as a Consultant, 

Director, or comm~ttce member the COMPANY shall pay 

WRAPP a Consulting Fee of $40,000, payfuent thereof to 

be made in one lump sum on April 1, 1983. In addition, 

the COMPANY will reimburse WRAPP for his reasonable 

expenses. The Consulting Fee will be for all services 

rendered including service on and attendance at meetings 

of the Board of Directors (and their committees) of the 

COMPANY. 

5. If WRAPP is serving as a member .:if the Board of 

Directors of the COMPANY or a member or chairmau of 

a ~ommittee(s) of the Board: 

a. On days when a meeting of the respective 

Board or committee(s) of which WRAPP is a 

member or chairman is held, WRAPl' will pro-

vide to the COMPANY a full workday of con-

sulting services as set forth in "3" and "4" 

above, with a portion of such day devoted 

to attendance at such meeting or meetings. 

b. WRAPP will not receive attendance fees 

for meetings of the Board or of committees 

thereof. 

6. WRAPP will be reimbursed for all reasonable expenses 

incurred in connection with services rendered by him to 
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the COMPANY either as a consultant or as a director, 

committee member or chairman. 

7. WRAPP shall not be elj•ible to participate in any 

benefit ~lan .'!~ program for employees of the COMPANY, 

including (but without being limited to) a plan or 

program for life, accident, health, medical or travel 

insurance, executive incentive bonus, stock options, 

performance shares or vacation or health leave, except 

that WRAPP ,hall participate in t~e Executive Financial 

Planning Program, Annual Physical Program and such other 

plans or programs as expressly provide benefits, or 

eligibility for benefits, to directors of the COM?ANY. 

8. The validity, construction, interpretation and en-

forceability of this Agreement and the capacity of the 

parties shall be determined and governed by the laws 

of the District of Columbia. 

9. This Agreement is personal to each of the parties 

hereto, and neither party may assign or delegate any of 

th~ rights or obligations hereunder without first 

obtaining the written consent of the other party. 

10. This Agreement constitutes the entire agreement 

betwe.en the part·ies respecting tht• consulting services 

of WRAPP, and there are no representations, warranties 

or commitments, except as set forth herein. This Agree-

ment may be amended only by an instrument in writing 

executed by the parties hereto. 

IN WITNESS WHEREOF, H. EDWARD WRAPP has hereunto affix~d 

his hand, and GEICO CORPORATION has caused this AGREEMENT to 
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be slgned and its corporate seal to be affixed hereto by its . 
officers thereunto duly organized. 

GEICO CORPORATION 

WRAPP 

man of th 
Chief 
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· ·~ · ~?~etnmet~t Employees Insuran~e. Comp:.iny··:,·· :", · .'; ."· ·· ... 
1973 STOCK OPTION PLAN FOR OFFICERS AND EXECUTlVE PERSONNEL 

' · Adopted by Bontd of Directors on Jnnuary 31, 1973 
•.: 11. . i ·" • .. • . ' . . .. 

and Amended May 5, 1976 and November 12, 1980 · ,· ... . ·'. " 
· .• I. 1'11rpose of Pion. . The continued growth nnd success of Government Employees Insurnncc Company (hcre
i!m[ter "the Company?'). depend in great measure upon the efforts and talrnts or its officers an<! key executive per
sonnel. Keel\ competition exists fot executive talent in the insurnncc and financial fields and the use of stock options to 
attract and retain key personnel !ms become widespread in many industries, The issunncc of stock options to execu
tives, by c~cournging wider stock ownership, p~ovidcs an import:\nt incentive. for greater effort and achievement. 

In order to achieve the' foregoing objectives, this Stock Option Pinn for Ofilcers nnd Executive Personnel 
(hcrcina{ter' "the Plan") has 'been ndopted by the Don rel of Directors. . . · . · · . ; · · ·. 

• ' ' • o • I• • . ' • ' '. t "• , , ' -; • ~ > -, ' : ', ' . ' • • • . . '. • • •' • 

2 . . 1.'otat Shares Reserved. A, total of 335,000 shams. ()f the authorized and unissued Common Stock o[ 
the Compnny is hereby reserved for issunnce npon the exercise of the stock options (hercinnfter "Options") granted 
1111der the Plan to Eligible Officers nml Executive Personnel (hereinafter "Optionces") as defined in Paragraph 5. 
If mt Option shall expire or terminate, in who1c "or in part, for any reason witliout having been fully exercised, the 

•• f ' . • 

unpurch'asecl slmres covered by such Option shnU (except ns provided iti .Paragraph 12 or unless. the Plan shall hnv~ 
been terminated) become nvnilnble for Options under the Plan to other Optionees.· · , . · . '. · 

. 3 .. Ad1;1l11istratio11 ~I i•111i1: .(n)° S;ock ,opii(m l'lan Aclmi11istr(ltfre Committee. The Chairma~ o<"t11~ n~~r·d, 
with tl1e approval of the Board of.Directors, shall initially nppoint a Stock Option l'lan Administrntiv~ Committee 
(hereinnfter "the Committee"), wl1ich shall consist of nt least five Directors, one of whom shalt be dcsignutcd as 
Chuirmnn. The Chairman of the Doard, with the approval of the Bonrcl of Dir~ctors, mny Crom time to time appoint 
members of the Committc<> in substitution for or i~, :uldition to members previously appointed nnd mny fill vacancies 
in the. Committee, however caused. N~vcrtheless, only Dirc~tors who nrc not eligible to receive Options may be 
members of the Committee. The Committee shall lmlcl its meetings nt such times nnd plnccs ns it shall deem advis
able. A majority of its members sJrnll. constitute a q\\urum nnd all dcterminntions of the Committee shalt be made 
by a majority of it.s members. Any decision, order or determination in writing signed by a majority o[ the members 
shall be fully ns effective as if made by majority vote at a meeting duly called and l1elcl. The Committee shall keep 
minutes or its proceedings and shall furnish th~ Board or Directors with copies thereof, and of all decisions, orders 
and determinations mad~ by the Committee. 

(b) Powers of Committee, Subject to the provisions of the Plan, the Committee shall ndminister the l'lan 
in conformance with and subject to the terms and provisions ·thereof, and shall have the power and authority (i) to 
allocate and to grant Options from time to time to Optionces, other ~han the Chief Executive Officer and the 
President; (ii) to determine whether the Options grantee! to any Optionce shall be qualified stock options, ns defined 
in the Internal Revenue Code, or non-qualified stock options; (iii) to determine the time or times nt wi1ich Options 
shall be granted; (iv) to dctcnnine the number o[ shares to be covered by, and the term of, each Option; (v) to 
interpret the Plan; (vi) to prescribe;- nnrnnd and rescind rules and regulations relating to the l'lau; (vii) to deter
mine the durntion, terms nnd provisions of the Options and of the Option Agreements between the Company and 
the Optionee (which need not be identical), subject to approval by the General Counsel, nut\ (viii) to make all 
other determinations, orders and decisions <lcemed n"eccssary or advisable for the ndministrntion o{ the l'lan pro
vided, however, that all action~ o[ the Committee pummnt to parts (i), (iii) or (iv) hereo( shall be tnkcn only aiter 
receiving the recommendations of the Chief Executive Officer thereon. 

4. A//ocati0t1 of Options to Chief Executil'e Officer a11cl Preside11t. Subject to the provisions of the Plan, 
the llonnl of Directors shall determine the lime or times at which Options shnU be granted to the Chi~f Executive 
Oflicer and the President of the Compnuy, and the number o[ shares to be covered by each Option. All other powers 
granted, decisions relegated and re[crcnccs made tu the Committee herein shall be deemed powers granted, decisions 
relegated nnd references made to the llonr<l or Directors, insofar us they relate to Options grnntcd or to be granted 
to the Chic[ Executive Ofiiccr and the President. 

5. E/igi/1/e Of{icers (///C/ E.recutil>e l'L•rsotmel. Options mny be grnntcd only to personnel or the Company 
under ngc sixty-four who ure regular salaried employees in positions classified in Salary Rnnge 30 or a higher Sal:lrj' 
Runge (or equivalent) in the Company's Salary Adminbtration l'rognun for Ofliccrs nil(! Executives. Options hc1:c
under mny not be granted to nny dircctur of the Comp:my unli:ss he is also n regular s:1!:1ried oniccr, In determining 
the persons to whom Options shall be granted nil(! the number of ~hnres to be covered hy each Option, the Com
mittee shall take into nccount their rnsp"ctivc duties, tldr present and potcnli:il contribnlions to the succcs~ of the 
Company, the anticipated number of years a{ c!Tccth•c service remaining, am! such otha factors as the Committee 
shall deem rclevunt to accomplish the purpose of the !'kin. The 13onrd of Directors shall also take such factors into 

- (,,;J.-
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account in determining the nu~~~f."Of shares to be cove~ed. by Options granted to the Chief Executive Officer and 
the President. A person who has been granted an Option m~y be granted additional Options in the. discretion of 

-the Committee or the Board, as the c~se ma~-~~. subject to.the provisions of the Plan. . , :i 

6. Allotment of Options. Options up to the total number of shares reserved hereunder shall be avail~&le for 
issuance to Optionees during the term of this Plan in such annual or either installments as the Committee may 
determine, and the Committee in its discretion may vary any yearly amounts. · · ·:· · 

· . 1, Option Pri~es: 'The purchase price ·~~der each Option for the sh~res of Common Stock cov.e~cd thereby,· 
shall be not less than one hundred percent (100%) of the fair market value of the Common Stock of t.he_Company. 
on the date of granting the Option as determined by the Committee. The option price of the .Options granted under 
this Plan shall not be less than the par value of the optioned shares. : · · · · ·· · . ·· .. · 

8. Term of b(Jtiqns.· Th:e term of ea~h--bpti~n .. sh·;,11 be :deteim;,;ed:by the Committee: bu; ~hali 
0

not .be le~~·: 
than two years nor '!lore than ten y~ars from' tlie;,da\e it is gr~.nted .. :rhe preceding sentence notwithstanding, t\)e · 
term of each Option intended to be a qualified stock option, as defined in the Internal Revenue Code, shall not be 
more than five years from the date it fa granted. All Options shall be subject to earlier termination. as hereinafter 
provided. ·:'. · · : u "····· ·:·:.·· ' ,. ·· ·' ··· ·· · · · · · 

• . .;-:,; , • ,, ,:. , t ~· • • , --·· I :,, , ~:,, •.:( ·• ••t, •-'-~ , £"":O ''' ••• ••-·• 

·' 9. Exerdse,of f)ptions. No Option.may. be exercised dµr\Og the first•year-after- the date it.js granted;• except 
as provided in Paragraph 12 hereof relating to termination of employment. Twenty-live percent (25%.) of the total 
number of shares covered by each Option may be exercised at any time after the llrst anniversary of its granting and 
an additional twenty-five 'percent (25 % ) may· be exercised at ai1y time after each of the th re~· (3) succeeding anni-, 
versaries. The rightio so exercise Options as aforesaid shall be cumulative, so that in the even( the. holder of 'an.,, 
Optiori does not exercise his Option'in any giv~n year with respect to the maximum number of sh.ares as to which ii·. 
could be exercis·ed iri said year, the 'unexercised number of shares shall be available for exercise in any· subsequent 
year or years until the Option Jias dxpired. Any Option shall be exercisable in whole at any tim~ after the fourth. 
anniversary bf its granting, or in part from time to time as hereinabove provided, but not as to less than 10 share~ 

I ' ' ''••• 

at any one time. To exercise an Option in whole or in part, the holder shall give written notice of exercise to the · · 
Committee specifying the number of shares as to which the Option is to be exercised, accompanied by payment in · 
full of the option price of the shares as to which the Option is exercised. The option price for the number of shares ex
ercised shall be paid in cash or, with the approval of the Board of Directors or the Committee, may be paid in full or 
part by the tender of GEICO Corporation Common Stock owned by the Optionee. Such Common Stock delivered in 
payment of the option price shall be valued at the fair market value and any portion of the option price not satisfied by 
the tender of Common Stock shall be paid in full in cash upon such exercise. Except as provided in Paragraph 12 
hereof, no Option may be exercised unless the holder thereof is at the time of exercise an Officer or other regular 
employee of the Company. Notwithstanding the foregoing, the Committee or the Board of Directors may, in the 
discretion of either, modify ,or eliminate any of the foregoing terms or requirements with regard to non-qualified stock 
options. The holder of an Option shall not have any of the rights of a stockholder with respect to the shares covered by 
his Option until such shares have been issued to him upon the due exercise of the Option. 

10. Option Agreement. · Promptly after the grant of an Option by the Committee under this Plan, and ·before 
the exercise of any part thereof, !he· Company and !he Opiionee shall e;:ecute an Op:ion Agreelnent ·spedfyirig the 
option price and the terms hiiil conditions of the Optio~: I( the.Option is intended to be a qualified stoc!:.option, 'as 
d:fined in the Internal Revenue Code, the Option Agreement evidencing such Option shall contain such provisions 
as ar~ _requir~.c\.9LH!'l\l.if]i;!:\ §~R_c)c:o2tions under the applicable provisions of the Internal Rcvenue·Code:amFfre~sury 
Regulations, as from \im.e lo time)p. effect, specifically including a provision that no Option; intended to be a cjuafi-· 
fled stock option, granted pursuant to this Plan may be exercised by him while there is outstanding, a· previously 
granted unexercised Option, within the meaning of Section 422(c) (2) of the·InternJl Revenue Code, granted under· 
this Plan or any other plan, held by him covering shares of the same class of stock if the option price under the 
prior Option is higher than the option price under the. Ia~cr Option. Fu'!her, t}\e Option Agreement shall contain 
provisions whereby ·the Optionee agrees that lie wjll remitiri in the employ of the Company for a period of at least 
one year from the date the Option is granted to him; that° he. 'viii, during such employment, devote his entire time, 
energy and skill to tbe ser,icc of ·1he 'Company. and. the promotion of its .interests, subject to vacations, sfck leave · 
and other absences in accordanc6 \vitti the Comp•tnfs 'regular policies;.that such empl~yinent shall be at the pleasure 
of the Board of Directors or the President, ·a·nd shall be at the rate of compensation in ·~!feet at the time of granting · 
the Option, with such increases or &creases as the Company may from time to time in its discretion determine; and · 
that in the event of a violation by the employee of such Agreement, the unexcrcised Option or Options held by him. 

·may :be terminated by t}\e Board of Directors. Notwithstanding the foregoing, the Cori1mittee or the P:iard of Direc~ .. 
tors may, in the 'discrctiori°of either, n1odify or eliminate any of the foregoing terms or rcq.uircmr 'with regard to 
non-qualified stock op.lions. Further, such an Option Agrecmen·. may contain in the discretion.' e Committee, a 
provision whereby the Optionee agrees that any shares purchas"d upon exercise of the Optir .1all be purchased 
solely for inyestmcnt and not with any intention of distributing the same, and that the OpticJ."e sh:ill so certify at 
each tiJnc or times such shares arc so purchased. ·· ·· · · 

, 11. No11-Tra11sferaf1ility of Options. An Option shall not be transferable otherwise than by will or the Jaws 
of descent and distribution. During the lifetime of the Optionee., an Option may be exercised only by him. 

- 6;;;-
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12. Tmnination of Employment;''. (a) General.· In the· event the employiifont of an Optione~ '.£erminaies 

other than by retirement, resignation or death, the unexercised· portion of his Option shall be cancelled. Options 
granted under the Plan shall not be affected by any chang.;· bf duties or positions s·o 'Jong 'as the Optionee continues 
to be an officer or other, regular employee of t.he Company. Notwithstanding the· foregoing, ihe Committee or the 
Board of. Directors may, in the discr!'tion of either, moJify, 0r,e.lirninate. any of the foregoing terms or requirements 
with regard· to non-qualified stock options. ..... . . .. . · · .. c. .. .. 

Nothing in the Pla.n or in any ,Option. gran.te_d purstfan.t to. th~ Plan shalt confer upon. 2.nY. Optionee any con
trai:tual right to continue in the employ bf the Company, nor interfcfo in' any way' ivith -the right of the Company 
to terminate his employinent at any time. '. .· · ' ' · · ' " .... · ,.,., · ' ' " .... · :· · .. _ · .. ·. · . 

•. : • • ,; :• • • -•• • •• :::• ,.. • • I <#; ···- -~···: ,.. •:·• I' . ,, • • • ••••••••• 

(b) Retirement. In the event the employment of an Optionee. terminates by. retirement· under the Com
pany's Pension Plan, the unexercised portion of any Option held hy him may be exercised by him within three (3) 
months thereafter. All Options granted to such' Optionee and not previf?U?IY exercisable shall' become. fully exercis-' 

· .able, nohvithstandirig the provisions o[ Paragraph 9 hereof. No Option may· be exercised afti;r the e'xpfration of the 
tcr.ni ·'lhereot : ·: ·· · . ·. · > I ·· · · · .... :· · · :_ · -~ ··· · · •· ' 1 • • •• • ; ·;;,;·.. •• 11 

,........ ,. - .: ... : .. . ·.; . .· · ... ·.· ;,.; ... ~ .; .··.·· ~ '· . 
.. (c) .Resignation:· In the event the employment of an Optionee terminates by resignation, the unexercised por

tion of any Option held by him may be exercised by him within three (3) months thereafter to the extent that 
it was exercisable under1the ptoVisiCJns·of'Par'agraph·9•hereof on ihe ilaie of his resignation, but:·no"Opiion "may be' 
exercised a[ter the expiration of'the term thereof. · . · · · .. . .. · · · · ' · '· · 

: "°.'.":; 
(<l) Death. In the event t11e employment of an Optionee termi~~tes by death, the unexorcised portion of any 

Option granted to· him may be exercised by h\s personal represeniative within one (1) year thereafter. (or within 
such additional time as the Ccimn.1ittee may have speclfieu in the Option), 'to the extent that the Option was exercis
able under the provisions of Paragraph 9 hereof. ori th-,; date. of his de~th (or to such greater extent the Committee 
or the Board of Directors may have· speci~ed in the Opti<;m): l'ro1•ided, 'however, that if at the date o~ his. death the 
Optionee was eligible for· r~tiremen.t 'under the Company's Pension Plan, all Options granted to the Optione.~ and 

, not previously exercisable shall become fully exercisabk at such date, notwithstanding the provisions of Paragraph 
·9 hereof. No Option may 'be exercised after the expiration 'of nie term thereof . 

.. · . . . . .. -.. . . . . . ' . ·· . 
. 13. Adj11stments Upon Changes in Capila/iza/ion. Notwithstanding any other provisions of the Plan, in the 

eveµt of any change or changes in the outstanding Common Stock of the Company by reason of stock dividends, 
; stock splits,:;recapitalizations,: mergers> consolidations, co1nbinations or exchanges Of shtii-es, the aggregate number 
of shares reserved or available. under the Plan, the maximum number of shares as to which Options may be granted,· 
the number of unexercised:shares covered by each outstanding Option, and the Option price shall be appropriately 
adjusted, Each Option Agreement shall contain such provisions relating to such adjustments as the Committee shall 
deem appropriate, .~o downward adjustment of th.e Op'.ion price.shall be made except as authorized in this Para
graph 13. Nothing iri the Plan shall affect the· right or .~ower of the Company to m~ke adjustments, reclassifica
tions, reorganizations o~ changes of its capital or business strncture .or to merge or consolidate or to dissolve, liqui
date, or sell, or transfer all or any P.att of its busii:t~ss oi: ·assets. · · .· . . .. . . ;. . . . . .. 

,-, 14 .. EDective,Date,,r;f:the-Platz, "The·Plan·wilt bec0me effective on'l\fay 22,'1973, subject tci'approvaf'by'VC>le -.. 
of ihe holders of a majority of the outstanding shares of ·common Stock of the Company; provided, however, that 
the Plan shall not ·take effect unless and until approved by the· appropriate agency designated· u·nder the Economic 
Stabilization Act, if such approval is required. " .. " · . 

is: 'fer;,zinptio~ a·nd Amendrrient of ·1J1e Plan. ,Unle~s te'rrnin~t~d.soone~ pursu~~( t~ this Pa~agraph 15, the 
Plan shall ic'rminate on March ?.7, J 983, anct no Option shall be granted under the Plan after that date; ·but the 
term of ihe' Opiions' theretofore:grantcd may extend beyond that date. TI1e BC?a'd p(Directors of the Company may. 
terminate.the Plati at any time prior to March 27, 1983. :I'he Plan may at any time or (rom time to time be modified 
or amended~ pr~ivi~,e~ .~at appr~val b:y .vo~e of the holders of a majority of the outstan.ding shares of the Cqt\lm~n .:' 
Stock of the Comp.any is obtain'ed fo(any amendments that \vould increase the aggregate number of shares which' .. 
may be granted, decrease tlie Option)rice to Jess than one hundred perce~t 000%) of the fair market v·~iue on·· 
the oatc of grant (but no such amendment c;an permit the Option price to be less than ninety-five percent (95%) 
of the fair market value of fhe stock on· the date of .grant), or change the class of personnel eligible to receive 
Options. No termination, modificatiori"cii".a~endm'eni 'of. the Plan may, without consent of the Optionee, affect 
rights under any Option which shall' therctoforc''havc'bcen granted. · · .. . . . .. . ... , . : . . . . . . . :_ . . .,; ·- . . .. . 

16. Effect 011 0111stt1nding Options. This Plan shall not affect the terms and conditions of any restricted stock 
options or qualified stock options granted to any employee of the Company under the prior Stock Option· Plan for 
Ofliccrs and Exceutil'e Personnel previously adopted by the Board of Directors. . .,. "), · · 

. } 7. ,Use of Proceeds. - The.proce"ds received by the Company from the sole of stock pursuant' to· the 'Plan 
will be used for its general corporate purposes. . ii · · ... · ' .. · "' · ' ., , · ...... · '· 
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Bonus Pool: 

GEICO CORPORATION & GEICO 
1981 BONUS PLl\N FOR OFFICERS 

Exhibit 10-j 

Performance of the enterprise will be measureq against t.he 1981 Business Plan, with 
focused attention on results compared with the selected key goals of: 

(a) underwriting ratio in GEICO: 

. bonus pool 
underwriting ratio 

95% or better 
96% 
97% 
98% 
99% 

100% 

as % of salary 
25% 
20% 
15% 
10% 

5% 
0% 

(b) shareholder earnin~: earnings per share to be 15% higher than 1980 
and a return on equity at least 125% of American Business. Results 
against this goal to modify the pool by no more than + 15% of itself. 

(c) e>:pense ratios: management of productivity and our expense ratios 
continues to be a core part of our strategy to return GEICO to its 
preeminence as tha low cost operator. A one year improvement of 2! 
points on last year's 28. 9% (for the general expense ratio and loss 
adjustment expense ratio combined) would be good progress. Results 
against this goal to modify the pool by· no more than.:!:. 15% of itself. 

(t'\l growth: the plan calls for approximately 11% growth in voluntary written 
premium. Results against this goal to modify the pool by no more than 
+ 10•• of itself. 

The Human Resources Conunittee will evaluate the performance of the enterprise against 
the 1981 Business Plan with focused attention on these. key goals. All definition 
of terms, including earnings per share and return on equity as currently definea 
in our standard glossary and as currently being reported according to generally 
accepted accounting principles, where appropriate. For return on equity for 
American Business we will use the FORBES magazine results published in January, 
1982, using the b1elve month average as defined by them. If, for any reason, FORBBS 
should not publish ·its annual survey by the end of February, the conunittee will 
substitute an appropriate· alternate. All American Business to mean all business 
reported on in the FORBES annual survey, which Presently includes well over 1,000 
large companies. 

pistribution of bonus pool: 

:r"he committee will distribute the bonuses to participants after considering the 
recommendations of mariageinenf.: 

Individual bonuses will differ widely by performance (from 0% to 50% of salary) with 
performance measured and ranked by the chairman, with heavy emphasis on individual 
and departmental accomplishments of the objectives in the 1981 Business Plan and 
general contribution to 1981 financial results. 

Payment will be in a single lump cash payment distributed with the release of the 
1981 report to shareholders. 

The non-officer plan tracks the above with 
half as great a percentage .for that pool. 

formula producing approximately 



S.:ction 1-P11rpose 

GEICO CORPORATION 

PERFORMANCE SHARE PI.AN 
As approved by the Shareholders on May 23, 1979 

and amended November 12, 1980i 

The purpose of this Performance Share Plan (the "Plan") for key executives of GEICO Corporation 
and its subsidiaries {hereinafter collectively called "GEICO") is to further the long-term profitable 
growth of GEICO by offering a long-term incentive in addition to current compensation for such 
c."ecutives, thereby aiding GEICO in retaining those employees who contribute materially to GEICO's 
success, and to attract qualified persons to seek and accept employment with GEICO. 

Section 2-Administration of the Plan 

(a) The Plan shall -be administered by the Human Resources Committee (the "Committee") of the 
Eo:1rd of Directors of GEICO Corporation (the "Board of Directors") which shall consist of not less 
than three members of the Board of Directors who are not eligible to participate in the Plan. The 
Committee shall be appointed by the Board of Directors, which may from time to time appoint members 
of the Committee in substitution for members previously appointed and may fill vacancies, however <:aused, 
in the Committee. The Committee's interpretation of the Plan and its determination of awards made 
under it shall be in its absolute discretion and shall be final and hinding on all parties. The Committee 
shall have the authority, subject to the provisions of the Plan. to establish, adopt or revise such r.ules 
aad regulations rel:iting to the Plan as -it may deem necessary or advisable for the administration of 
the Plan. 

(L) The Committee shall conduct its business and hold meetings as determined by it from time to 
time, and any action taken by the Committee at meetings duly called shall require the affirmati\·e vote 
of at least a majority of" its members then in office. Any decision or determination reduced to writing and 
signed by all the members of the Committee shall be as fully effective as if it had Leen made by a majority 
vote at n meeting duly called and held. 

Seclion 3-. Participc.nts 

(a) Participation shall be limited to key executives of GEICO who arc selected for pa1ticipation by 
the Committee. The Committee shall consider recommendations· from the Chief Executive Officer of 
GEICO as to th<': selection of participants but shall not lie bound by such recommendations. 

{b) Any participant may receive one or more awards of performance shares as the Committee may 
from time to time determine, and such determinations may be different as to different participants .and 
may vary as to different award cycles. A director of GEICO who is not also an employee shall not lie 
eligible to receive an award. Nothing contained in the Plan shall 1/e construed to limit the right of 
GEICO to grant performance shares or ot~er forms of incentive compensation otherwise than under the 
Pfan. 

( c) The selection of an employee for participation in the Plan shall not give the participant any right· 
to be retained in the employ of GEICO, and the right and power of GEICO to dismiss or discharge any 
pa1fa:ipant is specifically retained. No participant and no person claiming under or· through him shall 
have any right or interest, whether vested or otherwise, in the Plan or in any amount standing to his 
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credit in the Plan unless nm: until all the terms, conditions and provisions of the Plan that af'fcct such 
participant shall have been met as specified herein. · 

Section 4-Awcrds 

(a) Each employee designated as a participant in the Plan shall be awarded such number, if any, 
of performance shares, ead1 of which shall consist of one share of Common Stock, par value $1.00 per 
share, of GEICO Corporation (the "Common Stock") as shall be determined by the Committee on the 
basis of performance and other criteria established by it. Once awarded, performance shares cannot be 
cancelled unilaterally by GEICO or the Committee, except through the provisions of Sections 6(c) and 7. 

(b) Performartce shares shall be awarded to participants contingent upon the future performance 0£ 
GEICO, :md the Committee shall establish the performance measures applicable to such performance and 
the time period over which such performance shall be measured. ' 

(c) In determining the number o( performance shares to be awarded, the Committee shall take into 
account each participant's responsibility le\•el, past performance, potential, cash compensation level, incen
tive compensation awards and such other considerations as it deems appropriate. 

(d) The maximum number of shares of Common Stock which may be paid out under the Plan 
shall be 500,000. 

( c) Shares of Common Stock which are cO\·ered by a performance share award but are not paid out, 
in cash or Comrpon Stock, at the encl of an award cyclt!, shall become available for awards under the Plan. 

(i) There shall be no obligation at any time on the part of the Committee to award any shares of 
Common Stock, or in the event shares are awarded, to pay out such shares unless the terms and conditions 
of the Plan are met. · 

Section 5-Participation Acco1t11/s 

1.'he Committee shall maintain accounts to show the performance shares awarded in each cycle to each 
participant. 

Section 6-·-Pa.yments to Participants 

(a) Payment \vith respect to performance shares shall be made to the participants promptly after 
the encl of the cycle e•tablished. when such shares were awarded or on such later date or dates as the Com
mittee shall in each case determine. Payment may be made in one or more instalJments and may be made 
wholly in cash, wholly in shares of Common Stock or partly in each, all at the discretion of the Committee. 
Any payment may be subject to such restrictions and conditions as the Committee may determine. 

(b) For purposes of making payments to participants, the value of a share of Common Stock on any date shall 
mean the average of the closing trade price on each trading day during the 15 consecutive trading days, 
commencing 30 trading days before the date ill question, of a share of Common Stock as reported by th~ 
New York Stock Exchange, or such other reporting servic:e as may be selected from time to time by the 
Committee for that purpose. In the everit that a trade of Common Stock is not reported on any such day, 
the value of a share of Comm·on Stock on such day shall mean the average of the closing bid and asked · · 
prices as reported by the New York Stock Exchange or such other reporting service as may be selected by 
the Committee for that purpose. 

( c) Payment; t~ a p;rticipant at the end of a cycle shall be reduced by an amount equal to the 
excess, if any, of the market value (as determined pursuant to Section 6(b)) of the shares of Common 
Stock allocated to his account over three times the market value of such shares on the d:lte the awnrcl 
;vas made by the Committee. 



... 

( d) Any taxes required to be withheld by Federal, st:itc or local Jaw shall be deducted from all 
payments under the Plart. · ·· --

( e) A participant may designate in writing, on forms prescribed by and filed with the Committee, 
a be11eficiary or beneficiaries to receive any payments payable after his death and may at any time: amend 
or revoke any such designation. If no beneficiary designation is in effect at the time of a participant's 
death. payments under the Plan shall be made to .his legal representatives. 

(£) Payments received by u participant under the Plan shall not be considered additional sal::try 
and ~hall not change an employee's annual base salary for purposes of calculating any benefits under any 
other GEICO employee benefit program now in effect or hereafter adopted. 

(g) Payments made in Common Stock may be made from authorized and unissued shares or from 
shares held in the Treasury. · 

Scclion 7-Forfeitrrrc of Bc11efils 

The payment of benefits under the Plan shall be governed by the following rules: 

(a) Performance shares granted with respect to a cycle shall not be paid out to the participants 
unless during that cycle GEICO has met certain performance measures for such cycle which shall have 
been established hy the Committee at the time the awards for that eycle are made but may be subject 
to such later revisions as tl.e Committee shall deem appropriate. 

(b) An award of performance shares to a participant shall terminate for all purposes if he does 
not remain continuously in the en!ploy of GEICO at.all times during the cycle for which such award was 
made, except for death, disability or retirement under a GEICO pension plan and as may otherwise be 
determined by the Committee under particular circumstances. If a· participant's employment was ter
minated beca\1se of death, disability or retirement as aforesaid, he or his beneficiary shall be entitled to 
receive a pro rata portion 'of such participant's award based u;:ion the portion of the cycle during which 
he was so employed, all as the Committee shall determine in each case. 

' 
Section 8-Non-Alienation of Benefits 

No right or benefit under the Plan shall be subject to anttctpation, alienation, sale, assignment, 
pledge, encumbrance or charge, and any attempt to anticipate, alienate, sell, assign, pledge, encumber 
or charge the same shall be void. No right or benefit hereunder shall in any manner be liable for or 
subject to the debts, contracts, liabilities or torts of the person entitled to such benefits. If any· such 
person should become bankrupt or attempt to anticipate, alienate, sell, assign, pledge, encumber ·or charge 
any right or benefit hereunder then such right or benefit shall, in the discretion of the Committee, cease 
and terminate and in such event the Committee may allow them to lapse 01· hold and apply the same or 
anr part thereof for the benefit of the participant, his beneficiaries, his or her spouse, children or other 
dependents or any of them, in such manner and in such proportion as the Committee may deem proper. . . . 

. . 
Section 9-U11its on Recapitali:::ation, Stoch Splits, et.c. 

The performance shares, and the number and class of shares of Common Stock . subject thereto 
shall be appropriately ndjusted by the Committee in the e\'ent of changes in the Common Stock by reason 

-&f-

• 
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of recapitalizations, mergers, consolidations, combinations or exchanges of shares, split-ups, ~plit·off~, 
spin-offs, liqui<)ations or other similar changes in capitalization or any distributions to Common share· 
holders other than cash di\'idends. 

Section 10-Misccl/a11eous Provisions 

(a) 1\o participant shall be entitled to any \'Oting rights or to receive any di\'idends with respect 
to ;my Common Stock·co\'ered hy a performance share award but not yet paid to him. 

(h) All expenses of adniinistering the Plan shall b~ Lorne liy GEICO and shall not be charged to 
any participant or to any payments due any participant. 

(c) A dissolution or liquidation of GEICO or a n1erger or consolidation in which GEICO is not 
the sur\'i\'ing corporation, or a change in the composition of the Board of Directors in which one-half or 
more of the directors of GEICO on a particular date were not directors ou the corresponding elate two 

·. years preceding such date (and one or more of the new directors was not nominated by the Board of 
Directors) shall cause e\•ery performance share then awarded under the Plan to vest immediately and 
payments of such shares shall thereupon lie made inunediately 'by GEICO or any successor corporation. 

(d) N'o member of the Ilot1rd of Directors or of the Committee shall be liable for any act or action, 
w)1ether of commission or omission taken by any other member or by any other officer, agent or employee 
nor, e.xcept in circumstm•ces invoh·ing his bad faith, for anything done or omitted to be done by himself. 

(c) The place of administration of the Plan shall be conclusively deemed to be within the Distric~ of 
Columbia and the \'alidit\', construction, interpretation, administration and effect of the Plan, and of its 
rules and regulations, and the rights of any and ali persons having or claiming to have an interest therein 
or thereunder, shall be go\'emed by and determined exclusively and solely in accordance with the laws 
of the District of Columbia. 

( £) The determination of the Committee with respect to any question arising as to any award of 
performance shares, the individuals selected for awards, the performaric.e measures, the amount, terms, 
form and time of payment of performance shares and the interpretation of the Plan shall be fint1l, conclusive 

• and binding. 

· Section 11-A111e11dme11ts a11d Termination 

(a) The Board o'f Directors may terminate the Plan or modify it in such respects as they shall deem 
advisable in order fo conform to any change in law or regulation applicable thereto or in any other respect 
but which shall not in any event change (i) the maximum number of shares of Common. Stock which may 
be paid under the Pfan, (ii) the class of employees eligible to receive awards or (iii) the pro\•isions 
relating to the administration of the Plan by a committee consisting of directors not eligible to participate 
in the Plan as provided in Section 2. 

(b) Unless \ermint1ted earlier in accordance with Section ll(a) above, the Plan shall terminate on 
December 31, 1982, ~ut no such termination nor any modification of the Plan shall diminish, reduce, alter 
or impaii- the value of or the rights of a participant to any award made prior to the date of such. termination 
or modification. 



• EXHIBIT 11 

ADDITIONAL EARNINGS PER SHARE INFORMATION 

Affiliates include GEICO's consolidated insurance subsidiaries and unconsolidated 
finance affiliate. 

Fu 11 y Oil uted: 
Earnings 

Operating income 
Less: Equity in income of affiliates 
Plus: Equity in affiliates' fully diluted 

earnings per share 
Less: Dividends an senior preferred stock 
Operating earnings applicable ta common shares 
Realized gains (losses) 
Income applicable to common shares before 
extraordinary item 

Extraordinary item 

Income applicable to common shares 

Shares 
Weighted-average number of common shares 
autstandi ng 

Conversion of convertible preferred stocks 
Net effect of dilutive stock options 
Net effect of performance sh~re awards 

Total 
Fully diluted earnings per share 

Operating earnings 
Income before extraordinary item 
Net income 

Primary: 
Earnings 

Operating income 
Less: Equity in income of affiliates 
Plus: Equity in the affiliates' primary 

earnings per share 
Less: Dividends on preferred stock 
Operating earnings applicable to common shares 
Realized gains (losses) 
Income applicable to common shares before 
extraordinary item 

Extraordinary item 

Income applicable to common shares 

Shares 
Weighted-average number of common shares 
outstanding 

Primary earnings per share 
Operating earnings 
Income before extraordinary item 
Net income 

In Thousands 
Except Per Share Results 

Year Ended December 31, 
1980 

$59,644 
(10,340) 

10,295 

59,599 
1,119 

60, 718 

$60,718 

20,522 
2,225 

59 
197 

23,003 

$ 2.59 
$ 2.64 
$ 2.64 

$59,644 
(10,340) 

10,295 
~) 

' 5 
1,119 

59,975 

$59,975 

20,522 

$ 2.87 
$ 2.92 
$ 2.92 

1979 

$59,549 
(9,427) 

9,186 
-

59,308 
(724) 

58,584 
15,456 

$74,040 

17,336 
10,238 

179 

27,753 

$ 2.14 
$ 2.11 
$ 2.67 

$59,549 
(9,427) 

9,320 
(3,284) 
56,l58 

(724) 

55,434 
15,456 

$70,890 

17,336 

$ 3.24 
$ 3.20 
$ 4.09 

1978 

$62,409 
(9,202) 

8,943 
~) 5 , 

(6,958) 

52,692 
32,747 

$85,439 

18,040 
16,196 

107 

34,343 

$ 1.74 
$ 1.53 
$ 2.49 

$62 ,409 
(9,202) 

9,198 
~) 5 , 
(6,958) 

47,011 
32,747 

$79,758 

18,040 

$ 2.99 
$ 2 .61 
$ 4.42 







Financial l-lighlights 

(I 11 tlluus111u/s, l',\'C<'PI per slrflre tlatt1J 1980 1979 

Revenue '' ........ ' .. ........ ' .. ' .... $ 726,434 s 705,890 
Operating earnings ..... ....... . . ' .. ' .... 59,644 59,549 
Net :n:GtU: ..•.... . .............................. 60,763 74,482 
Assets ........................................... 1,474,578 1,412,297 
Shareholders' equity (full)' converted) , .. ' .. ' ... 194,313 193,209 
Operating earnings per share (fully diluted) .............. 2.59 2.14 
Net income per share (fully diluted) .. . .. ' .. ' ........... 2.64 2.67 
Dividends declared per common share .. . ............ .43 ,36 
Book value per share (fully converted) . . .. ' ...... 8.99 7.68 
Weighted average shares (fully diluted) ........ ' .. 23,003 27,753 

Operating Earnings and Net Income 
TY.l:l\'c ~tonths Endln~ Quarter Shown 
•Net Income • Oricratin~ Enrnh11t'i 

Opernllnr. Earnings and Net Income Per Share 
Tweh·c t-.lonths l!ndln11 Quarter _Shown ~FullY l)lhllcd) 
0 Net lncomc • Opc:n11lng Enrnlngs 

2Q JQ 4Q IQ >Q JQ 4Q IQ >Q JQ 4Q IQ 2Q JQ 
1977 J978 1979 1980 

Consolidated Revenue 

2Q JQ 
1978 

2Q 3Q 
1979 

Shareholders' Equity Per Share and Return on Equity 
(Fully Convcrtctl) 

% Change 

2.9 
.2 

(18.2) 
4.4 

.6 
21.0 

( I.I) 
19.4 
17.1 

( 17.1) 

2Q JQ 
1980 

• Tomi Revenue • Ptopeny/Cn11unhy Earned Premiums • S~mrcholdcrs1 Equity/Share D .Rcium cm Equity 

•olnco unc:onsolldatcd 
prior to 1978 

••Includes life Insurance premiums plus lnvc:Mmcnt 
Income in addlllon to propctty casualty 
earned premiums 

1916 1977 1978 1919 1980 



To Our Shareholders 

On balance 1980 wns 11 

reasonably good ycnr for your 
Company. Our operating 
earnings were about level with 
1979. Net income was off 18%. 
On the other hand cntnings per 
shnrc were up nicely, and the 
underwriting gnin in our prop
erty casualty business remained 
respectable. 

Our property und casually 
written premiums were up S % , 
life premiums were fiat and in
vestment income rose 6%. 
Overall n little better but not 
yet exciting. 

Bill Snyder, President of 
GEICO, and George Lewin, 
Criterion's President, and their 
managers deserve applause for 
producing good underwriting 
resuJts under ti·ying cci;;nomic 
conditions. It took sk1:ttul man
agement to achieve profitable 
underwriting results in 1980, as 
it will again in 1981. Jn our 
combined property casualty 
lines the underwriting ratio \Vns 

96.4 %-not to our standard 
but quite respectable. Although 
our customers arc having fewer 
accidents inflation is wreaking 
havoc with automobile repair 
costs. Inflation is a tough op
ponent and it is not clear that 
we can hold these ratios to simi
lar levels in 1981, although I do 
expect us to manage an under
writing profit. We are working 
hard at all levels to become 
known once again as good un
dcrwriters-1981 will provide 
us with another opportunity to 
see how fur we have come. 

We arc pleased with the 
progress being made by GEICO 
in reducing its operating ex-

2 

penses. GEICO sliced n full 
2Y.! pJints,or8%,offitsex
pense ratios in 1980, the result 
of continued management 
emphasis on productivity. 
There is still more to come 
here. And nil the time our 
service hns continued to im
prove nnd policy persistcncy 
has remained at 90%. A job 
well done. 

As a result of these pro
ductivity improvements, we arc 
passing expense savings on to 
our customers in the form of 
lower rates. This is key to our 
marketing strategy to again 
become the industry's low cost 
operator in markets where we 
want to expand. Price advan
tage and good customer service 
have always been GEICO's 
hallmarks. Your recommenda
tion of our insurance services 
to your prudent friends and 
neighbors will be most helpful. 

In December we an
nounced the formation of a 
new enterprise-Resolute 
Group, lnc. Resolute is a 
wholly-owned subsidiary of 
GEICO Corporation that will 
writo both domestic nnd inter
national reinsurance. We are 
committed to careful risk selec
tion and underwriting profit
ability in this new field. 

Our life insurance affiliate, 
GELICO, earned close to its 
planned modest increase. Indi
vidual life sales were slow in 
1980, as they were for the in
dustry. We arc pleased with the 
prospects for GELICO's new 
Brokerage Division, Profes
sional Life Associates, which 
was formed in December 1980, 

Tho division will offer new 
products through professional 
brokers, a new distribution 
system. Senior Vice President 
Billy Joyner, CLU, is man
aging the new division nnd 
Vice President Joseph Albert, 
CLU, is responsible for mar
keting. They are proven pro
fessionals in the field and we 
expect that Professional Life 
Associates will be a construc
tive supplement to GELICO's 
marketing effort. 

In September we increased 
our investment in the Common 
Stock of A VEMCO Corpora
tion from5% to22%. The 
purchase of these additional 
shares was made with AVEM
CO's approval. A VEMCO 
specializes in general aviation 
aircraft and pilot insurance as 
well. as aircraft financing. 

The results of our invest
ment in GEFCO were dis
appointing in 1980. The con
sumer finance business is being 
whipsawed by high interest 
rates and the recently liberal
ized bankruptcy laws. The out
look here is fair at best. 

A factor in the Corpora
~· .>n's increased earnings per 
• tare over the last two years has 
! ecn the restructuring of our 
capital. Since year-end 1978, 
we have reduced the number of 
outstanding common share 
equivalents by 37%, sub
stituting debt capital for some 
of the equity. So far this pro
gram has had a favorable im
pact on your per share earnings. 

The real value of our bond 
portfolio took a licking-like 
all portfolios of medium and 



long-term bonds. We should 
have managed that better. 
While our reported book value 
per share increased 38% in the 
last two years, the real net 
worth clearly did not do that 
well. We have shifted our in
vestment portfolio objectives to 
improve real value. We placed 
increased emphasis on aftcrtax 
total return, including long
term capital appreciation, 
rather than focusing so much 
on current .income. We are 
foregoing current earnings in 
order to improve the real value 
of your enterprise. At year end 
we enjoyed a fair degree of 
liquidity with $68 million in 
cash and near cash, plus in ex
cess of $75 million in bonds 
that mature during 1981. This 
gives us powerful buying power 
if value develops in the 
marketpiace. 

Your Board of Directors 
was pleased to increase the 
quarterly cash dividend on the 
Common Stock during 1980. 
Our dividend payout was $.43 
per share, up 19 % . Jn February 
1981 your Board increased the 
quarterly dividend again, this 
time to $.12. 

I expect us to continue to 
manage to an underwriting 
profit but 1981 looks more diffi
cult than 1980. Our property 
casualty premiums should pick 
up a little smartcrnow1 while 
life insurance premiums may 
grow only sluggishly. Our in
vestment income should con
tinue to grow at only a modest 
pace, as we stick to our strategy 
of protecting value. Di::.idends 
should continue to rise and our 

earnings per share should grow 
but the pace may slow somewhat. 

You will notice that we 
emphasize in this report the im
portant role our.employees 
have in the success of the enter
prise. We have assembled a 
staff of tough-minded business 
men and women who are work· 
ing well together. As a medium
sized corripany, highly focused, 
we think of ourselves as a 
family serving the needs of 
other families. I am proud of 
what the GEICO family 
achieved in 1980. 

The best is yet to be. 

Jo/111 J.Byme 
Chairn1an 

Respectfully submitted, 

JohnJ,Byme 
Chairman 

. 

"On balance 1980 was 
a reasonably good year 
for your Company .•. 
the underwriting gain 
in our property casualty 
business remained 
respectable." 
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By·establishing pro
grams that meet.both 
prof~ssional anp per
sonal needs, we'ihelp 

· employees help them• 
selves ... By'working'; 
toge,theras a.family of 
Companies and asa 
family of.individuals, 
al.ii combined a.ccomp- • 
lishments become 
· greater than the sum 
of our individual . 
efforts ... Making the 
most of human re- . . .. 

. sources means provid.~ .. 
ing a cwnprehensive 
pro,gram of prof es~ 
,sional developfuent: 

' . . ,, . 



GEICO's ability to provide 
quality service to policyholders 
and an equitable return to share
holders depends upon the col
lective efforts of its individual 
employees. Maximizing the 
human potential is the key to 
success in every aspect of oper .. 
ations, from sales to claims to 
management of investments. 
To achieve good results for the 
shareholder, we need good 
employees-and they need the 
proper jncentives, training and 
environment. 

By establishing programs 
that meet both professional and 
personal needs, we help em
ployees help themselves. By 
.stri:.ngthening individuals, we 
in turn strengthen our overall 
performance. By working to
gether as a family of Compa
nies and as a family of individ
uals, our combined accom
plishments become greater 
than the sum of our individual 
efforts. 

Making the most of hu
man resources means provid
ing a comprehensive program 

Maximizing the Human Potential 

of professional development. 
This begins with the recruiting 
process. Drawing first from the 
human resources within the 
Companies, vacant positions are 
highlighted to all employees 
through our Job Post Program. 
In 1980, 43% ofourpositions 
were filled through this 
program. 

External recruiting also is 
necessary to fill our diverse 
needs. We visit hig!t schools 
and colleges to let graduating 
students know of our career 
opportunities within the Com
panies. We participate in the 
Howard University Internship 
Program in Washington, D.C., 
with students majoring in insur
ance studies working in differ
ent areas of the Companies' 
operations. 

New employees receive 
extensive training, but this is 
just the beginning of the proc
ess. Many instructional pro
grams are available so that 
employees can improve their 
skills and prepare themselves 
for additional responsibilities. 

A modern approach includes 
course work offered through a 
computer-based, self-instruc
tion program. 

On-the-job training pro
grams are complemented by 
other programs, such as our 
Washington headquarters be
coming the Insurance Studies 
Center for the Washington 
Metropolitan area in l 980. 
Through the Center, employees 
can take Insurance Institute of 
America/Chartered Property 
and Casualty Underwriter 
(IIA/CPCU) course work 
leading to certification and .the 
CPCU designation. For under
graduate and graduate level 
studies, the Companies reim
burse the employee for 7S% of 
tuition costs for course work 
that is generally job related. 
In 1980, 9% of all GEICO and 
Criterion emoloyees partici
pated. This is more than double 
the national average for corpo
rate tuition reimbursement 
programs. 

We are particularly 
pleased with the results of our 
ESOl (English Spoken as an 
Other Language) Program in 
the Washington area which 
provides us a pool of valuable 
employees while assisting them 
to perfect their English and to 
become better citizens. 

Our Management Devel
opment Task Force, with wide 
company representation, works 
to develop general management 
skills and future leaders. Cor
porate Strategy Seminars bring 
together members of manage
ment for intense study designed 
to broaden their perception of 

our business and knowledge of 
its operations. 

Employee compensation 
programs are tied to produc
tivity. We do not believe in 
cost of living increases as such. 
Our merit system rewards per
formance and productivity, 
Those who prove themselves to 
be achievers are compensated 
accordingly. Periodic reviews 
assure that basic salaries are 
competitive with comparable 
jobs outside the Companies. 
We emphasize to all employees 
that productivity pays their 
compensation and for all 
additional bonefits. 

Among tailored employee 
benefits first offered in 1980, 
the GEICO Student Loan Pro
gram enables employees to 
obtain low interest educational 
loans for their spouses and 
children. A GEICO Family 
Scholar Program was initiated 
with SS children of employees 
receiving scholarships with 
selection based on academic 
achievement. 

We strongly support our 
Credit Union designed to assist 
our employees with a wide 
range of financial benefits 
_and servjces. 

Just as we recognize that 
an employee's performance is 
affected by factors outside the 
work environment, our Com
panies are affected by factors 
outside the world of business. 
By striving to improve the 
quality of life in the commu
nity, we believe we serve our 
employees, our policyholders 
and our shareholders. We want 
to be a strong and vital organ-



ization operating .in a strong 

0 
. .and vital community. Social. 

responsibility comes in many 
forms. 

. ' 

In 1980, we installed audio 
typi~g units so that blind tran· 
scriptionists may be productively 
employ~ •. 

We provided an emer· · 
gency gr&l)t during the 1980-8.l 
school year for the driver .train· 
ing program .in !he District of 
'.C<1lumbia, w)lich. the school 
board had eliminated because 

'·'.Of severe. budget pnlblems. · 
This grant enabled. S,400 Sill• 
dents to take. driver training 
courses during 1980, kept in· 
tact the cadre of 25 profes
sional teachers, preserved a $1 
minion grant for the District 
from the National High)V.~Y 
Safety Administration fort~
fic safety programs-and was 
good btisiness. Driver educa
tion protects .the safety of Dis
trict residents and visitors while 
providing insurance premium 
discounts to families Of Siu.dents 
(offered by most major insur
ance comi;>anies). We believe· 



this grant will save lives1 save 
the public money and provide 
many young people with avail
able transportation for that all
important first job. 

Our employees arc gener
ous with donations of their time 
and money to a variety of 
worthy charities in the Wash
ington, D.C.1 Macon, Georgia 
and Woodbury, New York 
areas, where our three large 
Regional Offices arc located. 
Local United Way campaigns 
benefited from substantial .do
nations by employees and their 
personal efforts. Regional Vice 
President Ross Pierce of Wood
bury headed the 1980/81 Long 
Island, New York campaign, 
which was most successful. 
Employees volunteered their 
services to raise funds for the 
Children's Hospital and the 
National Symphony in the 
Washington area, as well as the 
Cystic Fibrosis Foundation, 
Cerebral Palsy Foundation and 
the Special Olympics in all 
locations. The Companies' 
telephone equipment and net-

works and our employees are 
uniquely valuable for these 
fund raising activities. 

During 1980 the Corpora
tion was honored by the New
comen Society in North Amer
ica, a prestigious group of 
business, industrial, govern· 
mental and educational leaders. 
Chairman Jack Byrne's address 
at the dinner, tracing the Com
panies' history and accomplish
ments, will be distributed to 
shareholders. The Corporation 
was also named "Business of 
the Y car" for 1980 by the 

Just as we recognize 
that an employee's 
performance is affect
ed by factors outside 
the work environment, 
our Companies are af
fected by factors out
side the world of busi
ness. By striving to 

Bethesda-Chevy Chase, Mary
land Chamber of Commerce 
for its contributions to the econ
omic development of the area. 

We believe the Corpora
tion was so honored by these 
two institutions for meeting the 
one most important social re
sponsibility we have-to re
main a healthy business and 
make a profit. Only healthy, 
profitable, concerned compa
nies can meet their full obliga
tions to their employees and 
society as a whole. We firmly 
endorse this concept. 

improve the quality of 
life in the community ... 
we serve our employ
ees, policyholders and 
our shareholders. We 
want to be a strong and 
vital organization 
operating in a strong 
and vital community. 



Property and Casualty 
Insurance 
Private Passenger 
Aulomoblle Insurance 

Gover11nre11t Eurployees 
l11surance Conrpany 

Criterio11 lrrsura11ce Conrparay 

Founded in 1936, Government 
Employees Insurance Com
pany, or GEICO as it is known, 
is one of the country's largest 
providers of private passenger 
automobile insurance. GEICO 
operates in the District of 
Columbia and all states except 
New Jersey. Although empha
sis is being placed on develop
ing other property and casualty 
Jines, such as homeowners in~ 
surance, boatowners insurance 
and selected reinsurance lines, 
GEICO's primary business is 
insuring family automobiles 
and is likely to remain so. Jn 
1980 over 90% of GEICO's 
business came from this line. 

Criterion Insurance Com-

Principal Business Segments 

pany was organized in 1961 by 
GEICO's management to write 
automobile insurance for indi
viduals not meeting GEICO's 
preferred risk underwriting 
standards. Criterion operates 
in the District of Columbia and 
all states except Massachusetts, 
New Jersey and South Caro
lina, although still licensed to 
do business in the latter. New 
customers are acquired and 
service is provided through 
General Field Representatives 
(commissioned agents), sales 
offices operated by GEICO and 
GEFCO, company-Dperated 
sales offices and by direct mail. 
Criterion's marketing programs 
are targeted to military person
nel, young drivers, senior citi
zens and other standard risk 
prospects through newspaper, 
radio, television, magazine and 
direct mail advertising. Crite
rjon writes private passenger 
automobile and motorcycle 
ins1;rance exclusively. At a 
Spedal Meeting held on 

January 25, 1980, Criterion's 
Shareholders approved an Agree
ment and Plan of Merger under 
which it became a whol!y
owned subsidiary of the 
Corporation. 

Property/ Casualty Policies in Force Per Employee 

G El CO occupies a unique 
position in the family automo
bile insurance marketplace. 
Using direct response market
ing techniques which allow the 
Company to deal directly with 
its customers and insuring 
drivers with good driving rec
ords, GEICO is able to deliver 
quality insurance protection at 
~ significant price advantage 
over most of its competitors. 
GEICO has traditionally been 
identified with low cost insur
ance coverage, and the Com
pany and its employees work 
diligently to enhance that repu
tation. By achieving a 27 % 
increase in productivity over 
the past two years the Com
pany was able to reduce its 
operating expense ratios (both 
claims and general expenses) 
by2.Spointsor8% in 1980. 

GEICO and Criterion are two 
of the few automobile insurers 
that still offer their customers 
rates for one-year rather than 
six-months. We believe that 
customers have a strong prefer
ence for the one-year policy 
because of the protection it 
affords against rising rates. 
GEICO's automobile policy 
persistency remained at high 
levels during 1980-over 90% 
of GEICO's customers ac
cepted our offer to renew their 
coverage. With their seasoned 
driving records, these custom
ers provide a sound base on 
which to build a profitable book 
of business and are a valuable 
asset. We appreciate their con
tinuing business and will work 
to deserve it. GElCO's market
ing efforts are concentrated in 
those jurisdictions that provide 
the opportunity for a fair under
writing profit, thus permitting 
sound and sustained growth. 

The "GEICO Preferred" 
sponsored marketing program, 
designed to allow associations 
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. tosponsorGEICOandCrite· 
:::c.rion to their memberships for 

the providing of auto and •::; 
homeowners insurance, 
achieved notable success in 
1980. Endorsements were re
.ceived during the year from 
many new associations. Over ,._, 
S00,000 members are re::re-
sented by the associations. 
which have endorsed GEICO 
since this program was intro-
dl!ced in 197!*. " -

Although emphasis is 
·being placed on gevel~ 
oping other property 
and casualty lines ... 
OEICO'sprimary• 

. business is insuring 
" family automobiles 
' · and is likely to 

remain so. 
"' 

\~ 
' 
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In 1980thenumberof 
new voluntary a11tomobile pol· 
icies written by GEICO and 
Criterion increased 16.1 % 
compared with a 1.0% &!!in in 
1979. Exclusive of residual 
market business, such as as· 
signed risk and other involun· 
tarily written policies, auto
mobile policies in force were 
1,258,505 at year'-end 1980, a 
nominal increase from the 
l ,252,045 in force at the end 
of 1979 but significant as a 
reversal of the year,to-year de· 
clines experienced since 197 5. 

, Residual market policies, 
which. are typically unprofit
able, are assigned by >tate .. in· 
surance mechanisms in relation· 
to an insurer's. premium volume 
in preceding years. Our assign
ments have decreased steadily 
since 1977, declini.ng 26.0% in 
1980 to 77,957 compared with 
a 16.7% .decline in 1979 to 
i05,28S policies, a particularly 
favorable development. 

In i 980 the Corporation's 
automobile.written premiums 

including service charges totaled 
$593.9 million, up 4.9% from 
$566.l million in 1979, which 
in tum was 3.1 % lower than, in 
1978.Voluntary policy premiums 
incre!lsed by 8.1 % while pre
miums from involuntary business " 
declined 22.0%, reflecting 
countrywide rate increases of 
7.7% for both the. voluntary 
and involuntary lines. 

The number of claims re
l'tlrted to the casualty Com pa· 
niesdecreased 10.6% in 1980to 
418,561 compared with a re
duclion of 5.5% in 1979. For 
the last three years there was a 
substantial reduction in resid· 
ual auto market policies, a 
countrywide trend of lower 

u accident frequency, more 
widespread acceptance by 
policyholdel!' of higher deduct
ibles and continued. dedication 
by man:igement lo disciplined 
underwriting. . 0 

While claim counts'~on, 
tinued to decline in 1980, the 
cost of settling claims, particu~ 
larly material dambge claims, 
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rose rapidly. Our estimates in· 
dicate that costs associated.with 
repairing damage<( automobiles 
are increasing ata rate in ex
cess of 15% peryearwhile 
injury claim settlements are 
increasing approximately 12%. 

After careful study the de· 
cision was reached to merge the 
GEICO and Criterion claim 
departments. This merger will, 
be accomplished by June 30, 
!981 and is expected to achieve 
significant savings for.the two 
Companies in loss and. loss 
adjustment expenses. 

, During the past two years 
our claim staffs focused a great 
deal of attention pn the settle-

ment o,f pending claims. At 
year-end there were 79,856 
claims pending compared with 
91,221and102,344 atyear
end 1979 and 1978, respec
tively. Bodily injury suits 
pending were reduced15 .. 9% 
in 1980 following an 18.3% 
decrease in, 1979. 

During 1979 and 1980 
we expanded our telephone 
adjusting and claim processing 
capabilities by investing in 
system improvements to in· . 
crease productivity and .reduce 
claim expenbe5. To enhallce 
tlie productivity of our material 
damage adjusters, contain costs· 
and impwve claim service, · 



Criterion's marketing 
programs are targeted 
to military personnel, 
young drivers, senior 
citizens and other 
standard risk pros
pects ... Criterion 
writes private passen
ger automobile and 
motorcycle insurance 
exclusively. 

j 
computerized claim estimating 'Q 
systems were installed in our 
drive-in claim centers during 

J 1979 and 1980. These allow· 
our material damage adjusters 
to estimate claims more effi
ciently and quickly. In many 
locations where the concentra
tion of policyholders was not 
sullicient to justify maintaining 
a drlvc-in claim facility, resi-
dent staff adjusters were as-
signed to cover a broad geo
graphical area. These adjusters 
permit improved control of 
material damage costs. 

GEICO and Criterion re
corded a statutory underwriting 
profit of $18.8 million in 1980 
compared with a profit of $22.5 
rnillior in 1979 and $20.3 
million in 1978. The under
writing ratio for the two Com
panies combined was 96.4 % ~ 
compared with 96.0% (before a 
policyholder dividends) in 
1979 and 95.9% in 1978. This 
is not quite up to our standard 
but is somewhat better than 
many of our competitors. 

Total Property/Casually Policies in Force 
(fn ThC>uS3nds) 

• lnvotuntnry Potlclts • Voluntary Policies 

1976 1977 !978 1979 1980 

Properly I Casually Wrillen Premiums, Including Service Charges 
Twelve Months End!ng Quattcr Shawp (In Mllllons) 

•Criterion •GEICO 



Homeowaenlnsuruce The standard homeowners 
Our homeownen insurance is policy is geared toward insur· 
marketed by GEIC:O primarily ing homes in an amount equal 
through direct mail solicitation ti:J at least 80% of the replace-
to existing automobile policy- ment cost. For many older 
holders. Although still rela- homes replacement cost ex-
lively small when compared ceeds their market value be-
with the Company's automo- cause ofinaterials used and 
bile business, GElCO's home- type of construction. Owners 
owners line has grown steadily of such homes often found the 
though new sales declined cost of insurance to be prohib-
2.2% in 1980 after a 1S.S% itive and were forced to obtain 
increase. in 1979. Policies in affordable coverage through 
force totaled 246, 121 on De- FAIR (Fair Access to Insur-
cember 31, 1980, up 6.9% ance Requirements) Plans. 0 

from year-end 1979, which in GEIC:O's new policy insures 
1um was a 6.0% gain from the home for its actual cash 
1978 levels. Written premiums, value (replacement cost less 

{~ 
which rose 10.5% to $37.1 depreciation up to the time of 
million, represented 7% of loss). The policy is now 
GEICO's. total. offered in 20 states. 

The homeowners loss In general, we are pleased 
ratioof99.2% in 1980,an that the homeowners line is 
increase from 79.2% and growing nicely, but growth is 
70.4% in 1979 and 1978, re- now secondary until loss ratios 
spectively, iS quite unaccept· are once again under control. 
able and reflects an. alarming During 1980 we reorganized 
increase in jewelry, precious the management and.admin· 
metal and fur thefts. As widely istration of all fire and allied 
reported by the news media, lines and put them under the 
items made of precious metals 
have become an increasingly " popular target of burglars. 
These are sometimes melted 
dow'!,and sold directly to deal· 
ers with no questions asked. 
We have been workini closely 

ru 
with law enforcement officials 
on this problem and have been 
suppo,iivc of.proposed legislll· 
tion that would place greater 

_f} restriction! on·the sale of 
jewelry and precious metal"' 

In 1979 we introduced a 
homeownei;s policy designed to 
offer complete coverage for 
well-maintained older homes. 

n 
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direction of Vke President 
Donn Knight, one of our most 
effective managers. 

Other Property 
and 
Caswdly Lines 
In addition to its automobile 
and homeowners lines, GEICO 
offers as an accommodation 
policies i'roviding fire as well 
as boat and yacht, accident and 
health, and comprehensive per
sonal liability coverages. A new 
line, lawyers general and excess 
liability, holds promise. In the 
aggregate, in 1980 these cov
erages accounted for less than 
2% of GEICO's earned pre
miums. These miscellaneous 
policies in force totaled 
49,734 at year-end, an increase 
of 8.4% from the 45,889 in 
force a year earlier. 

In January 1981 we 
agreed to provide $15 mil-
lion to finance Resolute 
Group, Inc., a new wholly
owned subsidiary. Resolute 
will write treaty and facultative 

reinsurance, both domestic and 
international, and will be head
quartered in New York. Its 
reinsurance services will be 
offered through the brokerage 
community, where the Com
pany expects to be recognized 
as a preferred market. We 
expect that the initial develop
ment of business will be slow 
as the Company selectively 
underwrites its business and 
positions itself for firmer mar
kets to come in the future. 

AVEMCO Corporation 
In late 1980 we increased our 

Although still relative
ly small when com
pared with the Com
pany's automobile 
business, GEICO's 
homeowners line has 
grown steadily ... In 

investment in A VEMCO Cor
poration to 22.3% of that 
Company's outstanding shares 
of Common Stock. AVEMCO 
specializes in general aviation 
and pilot insurance as well as 
aircraft financing. Paul J. 
Hanna, Vice Chairman and 
Chief Financial Officer of 
GEICO Corporation, was 
elected to A VEMCO's Board 
of Directors. Our investment 
in AVEMCO is reflected here
in on the equity accounting 
basis. The Corporation's equity 
in AVEMCO's 1980 earnings 
was $.3 million. 

general, we are pleased 
that the homeowners 
line is growing nicely, 
but growth is now sec
ondary until loss ratios 
are once again under 
control. 



Life and Health 
Insurance 
Gover111ne11t Enrployees Life 
Insurance Con1pnny 
GEUCO's product line in
cludes life insurance, health 
insurance und annuities, nU of 
which arc available on an in
dividual and group basis. 
Approximately 96% of that 
business is produced by a staff 
of field representatives (agents) 
using a direct mail follow-up 
program. 

Sales of individual li(c in· 
surancc totaled $195.1 million, 
adecrcnseof 1.5% from 1979 
after an increase of 14.2 %over 
l 978. Annualized premium on 
individual life sales reflected a 
similar pattern totaling $2.5 
million, down 5.5% from 1979 
which wns 3.1 % higher than 
1978. An important source of 
GEUCO's business. is from 
leads generated by direct mail 
solicitation to the customers of 
Hs sister compnnies and other 
receptive groups. A shnrp de· 
cline in responses to GELICO's 
direct n1nil solicitations occurred 
during the second quarter of 
1980, contributing to a decline 
in nc\V annualized life premiums, 

AtDeccmber31, 1980, 
life insurance in force totaled 
$2,049.2 million, up 3.0% 
compart:d to an increase of 
7.3% in 1979. This excludes 
participation in the Federal 
Employees Group Life Insur
ance (FEGLI) and the Service· 
man's Group Life Insurance 
(SGLI) programs in which 
OELICO no longer partici· 
pates. Individual life, consist· 

ing of $1,114.6 million whole 
life and $363.3 million term 
life, represented 72.1 % of the 
in force and totaled $1,477.9 
million, up 4.0% compared 
witha3.7% increase in 1979. 
Group life, which accounted 
for the balance of the in force, 
totaled $571.3 million, an in· 
crease of .6% compared with a 
17.5% gain in 1979. 

Premium income ( exclud
ing FEGLI nnd SGLI) totaled 
$34.9 million, up 4.8% com· 
pared with an increase of 
22.5% in 1979. Individual life 
insurance premiun1s were 
$21.7 million, approximately 
level with the prior two years. 
Premium income for group life 
insurance (excluding FEGLI 
and SGLI) remained essen· 
tinily level at $6.0 million after 
a substantial increase in 1979, 
while sickness and accident 
premiums rose 12.4% to $6.7 
million following a 73.0% in· 
crease in 1979. The increases 
in GELICO's 1979 group life 
and health premiums were 
largely due to. the development 

of the Company's group credit 
life and health insurnncc mar· 
keting program introduced in 
the first quarter of 19-9, 
GELICO's net incomo totaled 
$8.4 million ($1.88 per share) 
compared with $8.2 million 
($!.82 per share) and $8.0 
million ($1.79 per share) in 
1979 and 1978, respectively. 

In December 1980 
GELICO formed a new bro
kerage division, Pl.'ofcssionnl 

GELlCO's product line 
includes life insurance, 
health insurance and 
annuities ... available 
on an individual and 
group basis ... ln 
1980 GELlCO formed 
a new brokerage divi
sion, Professional Life 

Life Associates, that is dcvcl· 
oping life insurance products 
to be distributed through pro· 
fcssionnl brokers aimed nt high 
jncon1e professionals, business 
insurance nnd estate planning 
markets. This division is sup· 
plcJncntary to the e.."listing 
GELICO marketing effort and 
designed to provide insurance 
benefits to these n1nrkcts 
through professional insurance 
representatives. 

Associates, that is de
veloping life insurance 
products to be distrib
uted through profes
sional brokers aimed 
at high income profes
sionals, business in
surance and estate 
planning markets. 
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Consumer Finance 

Governn1ent En1ployees 
Financial Corporation 
GEFCO, an unconsolidated 
affiliate, and its wholly-owned 
subsidiaries provide consumer 
finance, industrial banking and 
insurance brokerage services, 
the tatter offered to residents 
of the Uniced States who are 
transferred overseas and to 
U.S. nationals already residing 
in foreign countries. GEFCO is 
headquartered in Denver, 
Colorado. The Corporation's 
equity in GEFCO's 1980 loss 
was $1. I million compared 
with equity of $1.3 and $1.7 
million in 1979 and 1978 
earnings, respectively. 
GEFCO's 1980 loss is attribut
able principally to the increased 
provision for loss expense in
curred during the third quarter 
reflecting record Joan write
offs, priniarily due to the im
pact of the new Federal Bank
ruptcy Code, and the adverse 
effects of a recessionary 
economy. 



Selected Financial Data 

GEICO Corporation 

(111 thousands, except per share.data at1cl ratios) 1980 1979 1978 1977 1976 

Operating Results 
Premiums earned ..... ' .... ' . " . ' ... $ 653,099 $ 634,518 $ 604,946 $ 463,600 $ 575,402 

Net investment income ......... , , ...... , ..... 74,138 70,070 63,490 40,870 38,126 

Equity in earnings of unconsolidated affiliates . , .. (803) 1,302 1,727 696 

Total revenue ..... ,, .................... ' .. 726,434 705,890 670,163 505,166 613,528 

Total benefits and expenses ................... 666,790 646,341 607,754 467,402 639,898 

Operating earnings ' ............... ' ....... 59,644 59,549 62,409 37,764 (26,370) 

RealizeJ jnvcstment gajns net of tax ......... , 1,119 (723) (6,958) 120 60 

Utilization of operating loss carryforward . 15,456 32,747 20,697 

Net inconte .. .. ' ........... ' ........... ' ... $ 60,763 $ 74,282 $ 88,198 $ 58,581 $ (26,310) 

Weighted average shares outstanding 
Fully diluted ............................... 23,003 27,753 34,343 34,345 17,737 

Primary . ' .... ' ........... '." ... ' .. ' ....... 20,522 17,336 18,040 17,744 17,737 

Per Share Results 
Fully Diluted: 
Operating earnings ... ' " .. ' ................. $ 2.59 $ 2.14 $ 1.74 $ l.10 $ (1.51) 

Net income ................................ $ 2.64 $ 2.67 $ 2.49 $ 1.70 $ (1.51) 

Primary: 
Operating earnings ................. , , ....... $ 2.87 $ J.24 $ 2.99 $ l.78 $ (1.51) 

Net income , ............................... $ 2.92 $ 4.09 $ 4.42 $ 2.96 $ ( 1.5 l) 

Common Stock dividends ... '.'.' ............ $ .43 $ .36 $ .20 $ .03 $ 

Financial Condition 
Assets . . . . . . . . . . ' . . . . . . . . . . ..... ' ........ $1,474,578 $1,412,297 $1,344,641 $ 989,994 $ 911,829 

Long~term dt:bt . , ............ , , .......... , .. 137,920 120,037 47,154 47,524 47,864 

.Redeemable Preferred Stock . , . , ....... 6,227 17,443 72,Q78 100,864 75,897 
Comn1on Stock and other shareholders' equity .... 188,086 175,766 150,865 79,711 27,926 

ilook value per share (fully converted) .. " ...... $ 8.99 $ 7.68 $ 6.51 $ 4.54 $ 3.03 
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Significant Statutory Indicators 

GEICO 

Surplus for protection of policyholders ... 
Ratio of t\Velve months w;:ittcn premiums 

to surplus ............................•... 
Active policies in force ......... , ............ . 
Voluntary policies in force ...... , .. , ... , ...•.. 

GEICO Natural Information• 
Loss ratio ................................. . 
Expense ratio,,,, ......................... . 
Undenvriting ratio .. , .................... . 
Undenvriting ratio after policyholder dividends .. 
Ratio o: t\Velve months written premiun1s 

to .surplus ..................•....... , ..•.. 

Criterlon° 

Surplus for protection of policyholders ........ . 
Ratio of twelve months \Vritten premiums 

to surplus ......................•....•.... 
Active policies in force ...................... , 
Voluntary policies in force , .......... , ....... . 
Loss ratio ................................. . 
Expense ratio ........... , ................. . 
Underwriting ratio ..•..................... 

GEICO and Criterion combined* 

Surplus for protection of policyholders ......... . 
Ratio of twelve months \Vritten premiums 

to surplus .......... , ........ , .... , ..... , . 
Active policies in force ........... , ......... , . 
Voluntary policies in force .. , ............. , .. . 
Loss ratio ................................•. 
Expense ratio ..... , ........ , .............. . 
Underwriting ratio ........ , ................ . 

1980 

$283,321 

1.9:1 
1,456 
1,379 

80.7% 
15.6% 
96.2% 
96.2% 

1.9:1 

$ 30,696 

2.5:1 
176 
176 
79.1% 
18.4% 
97.5% 

$283,321 

2.2:1 
1,632 
l,555 
80.5% 
15,9% 
96.4% 

•Nntural ratios exclude the effects of 
the quota share r!!insurancc agreement 
(terminated Ju.:i;.: 30, 1978) on 1978, 
1977 and 1976 operations • .Expense 
ratios arc calculated using underwrit!.ng 
expense less nc::t service charges, as 
rclnted to premiums written. 
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1979 

$251,078 

2.J:J 
1,463 
1,358 

79.1% 
16.1% 
95.2% 
95.5% 

2.1:1 

$ 34,353 

2.0:l 
170 
170 

85.6% 
17.1% 

102.7% 

$261,036 

2.3:1 
1,633 
1,528 

79.8% 
16.2% 
96.0% 

1978 

$220,473 

2.4:1 
1,468 
1,342 

80.8% 
14.9% 
95.7% 
95.7% 

2.3:1 

$ 33,607 

2.l:l 
176 
176 

80.9% 
16.0% 
96.9% 

$230,469 

2.5:1 
1,644 
1,518 
80.8% 
15.1% 
95.9% 

1977 

$178,630 

2.5:1 
1,536 
1,406 

84.4% 
14.8% 
99.2% 
99.2% 

3.0:1 

$ 29,383 

2.2:1 
174 
172 

81.8% 
16.2% 
98.0% 

$198,717 

3.0:1 
1,710 
1,578 
84.1% 
15.0% 
99.1% 

1976 

$136,665 

3.3:1 
1,967 
1,837 

98.2% 
12.4% 

110.6% 
110.6% 

4.6:1 

$ 22,911 

2.5:1 
172 
167 

96.7% 
14.8% 

111.5% 

$159,576 

4.3:1 
2,139 
2,004 

98.1% 
12.6% 

110.7% 



Capital Structure 
On December 31, 1978 
GEICO's capital structure con
sisted of Commun Stock 
(18,567,574 shares), Cumula
tive Convertible Preferred 
Stock, $.736 Series (7,834,592 
shares) and Cumulative Senior 
Preferred Stock (250,000 
shares). Convertible Preferred 
Stock, each share of which is 
convertible into two shares of 
Common Stock, was sold in 
1976 to strengthen surplus for 
the protection of policyholders 
by $74.5 million. An additional 
$24.8 million of capital was 
raised in 1977 through the 
private placement of the Sen· 
ior Preferred Stock with 
institutional investors. The 
infusion of additional capital 
plus net income combined to 
increase both surplus for the 
protection of policyholders 
and total shareholders' equity 
to over $220 million by 
December 31, 1978. 

On January 31, 1979 
GEICO Corpe.ration became 
the parent o.>mpany of GEICO. 
Pursuant ~o an Agreement 
and PlaP. of Reorganization 
approved by the shareholders, 
the common shares and con
vertible preferred shares of 
GEICO were converted into 
common shares and convertible 
preferred shares, respectively, 
of GEICO Corporation on a 
share for share basis. GEICO's 
Senior Preferred Stock con
tinued as a senior security of 
GEICO and is included in 
minority interest in the Con
solidated Balance Sheet. It was 
redeemed in January 1981 at 
$I 00 per share and cancelled. 

Early in 1979 the Cor
poration initiated a program 
to teduce the common equiva
lent shares outstanding. In 1979 
and 1980 a total of 2,034,222 
convertible preferred and 
8,748,333 common shares were 
acquired in exchange for 
Debentures ($91.6 million) 
and purchases for cash ($52.0 
million). Please see Note F to 
the Financial Statements for a 

Management's Discussion and 
Analysis of Financial Condition 
and Results of Operations 

description of the terms of the 
Debentures. This repurchase 
program was completed by 
mid-1980. 

The Corporation increased 
the quarterly dividend on 
Common Stock to $.10 per 
share in the third quarter of 
1979 and to $.II in the socond 
quarter of 1980. Consequently, 
conversions of pteferred into 
common shares accelerated 
because the dividend yield on 
two shares of Common Stock 
was higher than on one share 
of Convertible Preferred Stock. 
In 1979 and 1980, 5,117,058 
convertible preferred shares 
were converted into 10,234, 116 
common shares. 

All convertible preferred 
shares acquired or converted 
were cancelled and 676,801 
such shares (equal to 1,353,602 
common equivalent shares) or 
approximately 8% of the 
original issue were outstanding 
at December 31, 1980. The 
common shares acquired are 
held in treasury and 20,263,305 
common shares were outstand· 
ing at December 31, 1980. 
The 21,616,907 common 
share equivalents outstanding 
at December 31, 1980 repre
sent a reduction of 37% during 
the past two years. These 
purchases have enabled the 
Corporation to increase its 
return on shareholders' equity 
while still maintaining a sound 
capital structure. 

Liquidity 
Cash Flow 
Historically, the property 
casualty and life insurance 
companies have a positive 
cash flow. In the three years 
1978 through 1980 GEICO 
Corporation and subsidiaries 
generated cash of $369.7 
million from operations. During 
the period, despite non-operat
ing expenditures of $52.0 
million for repurchasing shares 
and $66.4 million to bring 
ownership in subsidiaries and 
affiliates up to present levels, 
the Companies paid $40 million 
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in dividends to their public 
shareholders and added $214.5 
million of new investments, 
net, to their portfolios. The 
net increase of $90.4 million 
in the Corporation's long.term 
debt was due to the Debentures 
issued in exchange for shares 
and involved neither receipt 
nor expenditure of cash. 

lnvestnients 
Pretax net investment 
income amounted to $74.1 
million in 1980, an increase of 
only 6% over the $70.1 million 
earned in 1979 because we 
utilized $35.8 million of cash 
for common share repurchases 
which otherwise would have 
been invested in the portfolio 
and because we continued our 
shift towards common stocks 
and shorter-term tax-exen1pt 
bonds. 

During the year net new 
investments of $35. 7 million 
were made in the consolidated 
portfolio. Consistent with our 
longer-term objectives which 
emphasize total investment 
return, we made net purchases 
of $46.4 million in common 
stocks and $14.5 million in 
tax-exempt bonds due in Jess 
than 10 years. $11.7 million 
was invested in redeemable 
and othct preferred stocks. 
U.S. Gov_ernment and cor
porate bond holdings were 
reduced $45. 7 million and 
long-term tax exempts in
creased $2.2 million. With the 
historically high short-term 
yields that prevailed in 1980, 
cash was invested in money 
market instruments pending 
longer-term placement. 

With respect to our fixed 
income securities which we 
carry at amortized cost, the 
current market values have 
deteriorated substantially as 
interest rates moved higher, as 
shown on the Consolidated 
Balance Sheet. The Corpora
tion intends to hold the majority 
of these securities to maturity 
and has ample liquidity to do 
so. Therefore we expect no im-

pact on insurance operations. 
We may selectively sell long
term bonds in favor of jnvest~ 
ments that provide better long
term growth potential. We 
remain concerned about the 
longer-term inflation outlook 
and do not presently intend to 
make additional investments 
in long-term fixed income 
instruments. 

The common stock portion 
of the portfolio, adjusted for 
net purchases, appreciated 
$14.5 million during 1980. 
We have concentrated our 
equity investments in areas of 
the market that appear under
valued, and where we perceive 
the opportunity for above 
average total return over a 
longer~term time horizon. We 
are seeking higher yielding 
equities for the portfolio be
cause of the favorable tax 
treatn1cnt of dividend in~ome. 
Thi> strategy may not produce 
superior results over the short~ 
term, but it is our judgment 
that over longer time periods 
our emphasis on undervalued 
issues will provide a return 
superior to that achievable by 
following market fashions. At 
year-end the largest industry 
positions in our common stock 
portfolio were in packaged foods 
(21.8%), banks (9.1 %) , alumi
nums (8.7%), international 
oils (7.3%) and defcnse(6.3%) 

The GEICO Corporation 
Investr;ient Summary below 
shows the year-end invest
ment portfolios for 1980, 1979 
and !978. The carrying value 
of bonds and redeemable pre
ferred stocks is amortized cost 
while other equity securities 
are at year-end market values. 
At 1980 year-end the Corpora
tion and its consolidated sub
sidiaries had $68.3 million in 
cash and cash equivalents. 
In addition, approximately 
$77 million of the bond 
portfolio will mature in 1981. 
The Corporation has a continu
ing outlook for positive cash 
flow from operations and 
ample liquidity. 



GElCO Corporation lnveslmenl Summary 

(Millions) 1980 1979 1978 

Carrj•i11g Ctirrying Carryi11g 
Value % Porl/o/io Value Value 

Money n1arket instruments .... , $ 54.2 5.1% $ 49.2 $ 44.1 
U.S. Government bonds, ........... 120.9 ll.4 150.7 157.4 
Corporate bonds .. ' .............. 109.3 10,4 125.2 152.0 
Tax-exempt bonds . , .. , ........ , .. 477.8 45.2 457.1 404.7 

Bonds .................... 708.0 67,0 733.0 7T4.i 
Redeemable .preferred stocks ....... 22,J 2:i --"9.0 ~ 
Preferred stocks .. , ... , ....... , , .. 60.4 5.7 -mi SIT 
Co1nmon stocks ....... , .......... 184.8 17.5 124.8 93.S 

Other equity securities , .... , , 245.2 23.2 197.8 174.6 
Mortgage loans ............ ' ..... 24.J 2.3 --"ID 22.0 
Real estate " .... ' ' .............. 3.J .~ 3.2 3.0 

Totals ... . ... .. ...... ... .. $1,057.J !Oii.ii% $1015.t $963.8 

Bond Matwily Table Properly Casually and Life lnsurauce Companies 

(T/Jo11sa11ds) Properly and Casualty 
A 111ortized 

Life Total 
Atuortiz.ed A.n1ortizecl 

% Portfolio Value % Portfolio Value % Portfolio Value 
Maturity 
Less than one year ......... . 
1-5 years ........... , .... .. 
6·1Q years ... , ........... .. 
11·15 years .............. .. 
16-20 years ........ , ..... . 
Greater than 20 years ..... . 

Loss Reserves 
Claim settlement costs con
tinued to rise in 1980, but at 
a rate that was consistent with 
expectations. In 1980 property 
casualty Joss reserves remained 
relatively flat as c ur business 
became more seasoned and 
claim volume and involuntary 
assignments continued to de
cline, and as bodily injury 
claims incurred priorto 1977 
were settled. Losu reserves 
decreased in 1979 due to a 
concerted effort to reduce 
pending claims and as claim 
volume declined in response 
to a smaller book of business. 

The year-end net loss 
reserves and the ratio of those 
rese_rves to earned. premiums 
(excluding service charges) at 

12.4% 
18.6 
14.9 
11.5 
10.9 
25.7 

100.0% 

Year
e11d 
1980 
1979 
1978 

$ 76,136 1.6% 
113,998 4.4 
91,253 7.0 

107,125 6.0 
66,689 26.7 

157,818 54.3 
$ 613,019 "JOD.ij% 

Net Loss 
Reser\•es 
(Millions) 

$470.6 
$468.9 
$482.2 

= 

Ratio of Loss 
Reserves 
to Year's 
Ear11ed 
Premi1tn1s 

77.8% 
79.8% 
80.6% 

the end of 1980 and the two 
preceding years are shown in 
the table above. 

The Corporation analyzes 
loss information, including tim· 
ing of claim payments, to 
have sufficient maturities of 
investments and other liquid 
assets to meet claim payment 
patterns. In addition, the 
Companies' reinsurance treaties 
are structured to avoid the 
serious cash drains that can 
accompany catastrophic losses. 

$ 

$ 

l,500 
4,095 
6,504 
5,580 

24,802 
50,531 
93,012 

11.0% 
16.7 
13.8 
16.0 
13.0 
29.S 

Too.ii% 
= 

$ 77,636 
118,093 
97,757 

112,705 
91,491 

208,349 
$ 706,031 

Resulls of Operations 
Revenue 
Consolidated revenue rose only 
3% in 1980, compared with a 
5% increase in 1979. In both 
years property and casualty 
earned premiums reflected 
modest growth in new policy 
sales and higher premiums in 
recognition of the effects of 
inflation on automobile repair 
costs, personal property values 
and services. The increases in 
property casualty ea med 
premiums (3% in 1980 and 
4% in 1979) accounted for the 
major portion of revenue 
growth in both periods, Life, 
accident and health insurance 
premiums were substantially 
unchanged in 1980. 

Pretax net investment 
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income increased 6% in 1980 
compared with a 10% increase 
in 1979. Aftertax net invest· 
ment income was up 7%. The 
decrease in the growth rate 
reflects the utilization of cash 
to repurchase shares and 
management's decision early in 
1980 to shift the investment 
objectives to maximize real 
economic return. 

The Corporation's equity 
in GEFCO's 1980 loss was 
$1.1 million compared with 
earnings of $1.3 miIJion in 
1979 and $1.7 million in 1978. 
The adverse effects of record 
high interest rates on the cost 
of borrowed funds and the sub
stantial increase in GEFCO's 
provision for loan losses account 
for GEFCO's disappointing 
performance in 1980. The Corp
oration's equity in the earnings 
of AVEMCO for part of lhe 
third quarter and the fourth 
quarter of 1980 was $,3 million. 

Benefits and Expenses 
Benefits and expenses, before 
minority interest, interest ex
pense and income taxes, rose 
3.3% to $627.8 million com
pared with an 8.8% increase 
in 1979. Property casualty 
benefits and expenses totaled 
$584.9 million, up 2.2% com
pared with a 7.9% increase 
in 1979. 

Reduced driving con
tinued to have a favorable 
impact on accident frequency 
through 1980. Automobile 
claims reported on the property 
and casualty line decreased 
10.6% in 1980, the third con· 
secutive year in which there 
was a decline. However, infla
tion continues to be a severe 
problem. The cost of automo
bile repairs more than offset 
any reduction in claim costs 
that might otherwise have been 
realized by a decline in accident 
frequency. Loss adjustment 
expenses d~creased 10.4% 
because of higher productivity 
and more widespread use of 
telecommunications in settling 
claims. Through increased 



productivity and a reduction in 
the provision for anticipated 
policyholder dividends, general 
expenses on the property and 
casualty line decreased 10.3%. 

Interest expense increased 
toSl4.l million in 1980re
Decting the issuance of $73.3 
million of Debentures on April 
1, 1979 and $18.3 million on 
July I, 1980, in exchange for 
shares of the Corporation. 

The minority interest was 
$5.5 million and represented 
the share of operating earnings 
of GELICO and Criterion 
attributable to the stock of 
those Companies held by other 
shareholders, and the dividend 
requirement on GEICO's 
Senior Preferred Stock. Minor
ity interest has declined over 
the last three years as GEICO 
increased its ownership interest 
in its consolidated subsidiaries. 

lnconre Taxes 
In 1979 and 1980 Federal 
income taxes decreased 43.1 % 
and 12.4%, respectively, as a 
result of decreased operating 
earnings, the shift in GEICO's 

investment portfolio to a 
greater proportion of tax
cxempt bonds, preferred stocks 
and common stocks, and be
cause of the reduction in the 
tax rate. For income tax pur. 
poses ut year-end 1980 GEICO 
Corporation and subsidiaries 
had operating loss carryfor
wards of $14.8 million. We 
anticipate no problem in using 
these carryforwards. Please see 
Note E to the Financial State
ments for additional income 
tax information, 

Operating Earnings 
Although consolidated operat
ing earnings were Oat in 1980 
and down 4.6% in 1979, 
operating earnings per share 
increased 21 % and 23 % , 
respectively, as a result of 
restructuring the Corporation's 
cnpital. As described in th~ 
Capital Structure section 
of this report, management 
substantially reduced the 
nun1her of common share 
equivalents outstanding in 1979 
and l 980 through the repur
chase of shares for cash and 

Common Stock Market Prices and Dividends 

The Corporation's Common Common Stock at January 31,. 
Stock was listed on the New 1981 was9,247. 
York Stock Exchange (ticker The following table shows 
symbol GEC) on October I, the over-the-counter quarterly 
1980. Prior to that date it was NASDAQ high and low bid prices 
traded over-the-counter. Under for the Common Stock prior to 
a recent SEC mle, certain October 1, 1980 and dividends 
securities dealers may continue declared for 1980 and 1979. 
to make an over-the-counter The fourth quarter 1980 entry 
market in the Corporation's shows the high and low prices 
stock. The numJ,,~r of record on the New York Stock 
holders of the Corporation's Exchange during that quarter. 
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through the exchange of sh:1res 
for Debentures. 

The portion of aftertax 
operuting earnings attributable 
to ownership interests in 
Criterion, GELICO, GEFCO 
and A VEMCO Corporation 
(since third quarter 1980) was 
$9.4 million compared with 
$8.4 million and $8.2 million 
in 1979 and 1978, respectively. 

Net l11cott1e 
Net income for 1980 includes 
a realized investment gain of 
SI.I million ($.05 per share) 
compared with investment 
losses of $.7 million ($.03 per 
share) and $7.0 million ($.21 
per share) in 1979 and 1978, 
respectively. 

The Corporation's 1979 
and 1978 results reflect the tax 
benefit of $.56 per share and 
$.96 per share, respectively, 
from GEICO's operating loss 
carryforwards {extraordinary 
item) which under financial 
reporting principles were fully 
utilized by year-end 1979. 
Income totaled $60.8 million 
in 1980, and before the extra-

1980 Higli 

Fourth Quarter $1611.i 
Third Quarter ... , 16V.. 
Second Quarter .. 13% 
First Quarter 14% 

1979 

Fourth Quarter $12)8 
Third Quarter . , .. 13% 
Second Quarter .. 911.i 
First Quarter .... 9!n 

ordinary item, SSS.8 million 
and $55.5 million in 1979 and 
1978, respectively. As noted 
above, 1980 and 1979 per share 
earnings rellect n decrease in 
outstanding shares as a result 
of the repurchase of shares and 
exchange of Debentures for 
shares. If the 1980 share re
purchases and conversions 
from convertible preferred to 
common had been consum
mated as of January l, 1980, 
reported net income would 
have been $2. 72 per share for 
the year ended December 31, 
1980. AU of the above per 
share figures are on the fully 
diluted basis. 

Inflation 
Please see Supplemental 
Information on the Effects of 
Changing Prices regarding the 
impact of inflation using 
measurement bases developed 
by the Financial Accounting 
Standards Board. Additional 
explanatory comments are in
cluded in those disclosures'on 
the effect of changing prices on 
the Corporation's operations. 

Di\1idends 
Lou• Declared 

$131'!> $ .IJ 
12 .11 
8% .11 
8\4 .10 

$10 $ .10 
8% .10 
1V.. .08 
6% .08 



Report of 
Ernst & Whinney, 
Independent Auditors 

l'o the Shareholders 
GEICO Corporation 

Financial Section 

We have examined the consolidated balance sheet of GEICO 
Corporation and subsidiaries as of December 31, 1980 and 1979, 
and the related consolidated statements of income, redeemable 
preferred stock; common stock and other shareholders' equity, 
and changes in financial position for each of the three years in the 
period ended December 31, 1980. Our examinations were made in 
accordance ,with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and 
such other auditing procedures as we consid~red necessary in the 
circumstances. 

In our opinion, the financial statements referred to above present 
fairly the consolidated financial position of GEICO Corporation 
and subsidiaries at December 31, 1980 and 1979, and the con
solidated results of their operations and changes in their financial 
position for each of the three years in the period ended 
December 31, 1980, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

Washington, D.C. 
February 19, 1981 

f6~,..1f)~ 
,.c.._ ........... ~-.,.. ~ . . .;., 



Consolidated Balance Sheet 

December 31, i111/1011smuls of 1Jol/11rs 

Assets 

lnvcstn1cnts: 

Cash 

Ccrtific111cs of dcposil :111d commcrci11I paper . 
Bonds und notes, nt amortized cost (market $530,254 uml $626,555) 
Rcdccmublc preferred slacks, :it umorlizcd cost (market Sl!l,122 nnd $7,500) 
Preferred stocks, at market (cost $98,700 nnd $100, 151) 
Common stocks, at market (cost $164,428 and SI 18,895) 
MNtguge loans ........ . 
Reul cstutc, at cost less accunmlnted depreciation of $267 :md $110 

To.tnl lnvcst111cnts 

ln\'esuncnt jn unconsolidated :ilJiliatcs-Norc A 
Accrued invcstn1cnt incon1c 
Prcn1iun1s rcccivnblc, less ullo\Vancc for cancellations of S 1,200 nnd SJ ,075 
Property and equipment, nt cost less accmm1h11cd dcpreci:ition of 

$28,523 and $27,171-Notc F 
Dderrcd policy acquisition costs-Note D 
Other assets . 

Total As.•cts 

See Notes to Cousoliclatecl Fi11cr11cial Staff!llU!ttts 
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GEICO Corporation 

$ 

1980 

54,212 
708,031 

22,322 
60,400 

184,819 
24,295 
3,223 

t,057,302 

14,089 
21>,191 
15,209 

21>1,873 

45,383 
63,191 
57,340 

$t;:l'i4;578 

1919 

s 49,227 
732,992 

!l,016 
72,951 

124,810 
22,854 
3,220 

1,0·1s,010 

20,799 
14,280 
14,715 

188,137 

48,162 
62,148 
48,98 

$1,412,291 
=~= 



Liabilities; Redeemable Preferred Stock; 
Common Stock and Other Shareholders' Eqnity 

Liabilities 

Loss reserves ............... , ........................................... . 
Life benefit reserves .. . . .. . .. .. . . .. . .. . . .. . . . . .. . .. ............ . 
Loss adjustment expense reserves ................ ,. ................... . 
Unearned premiums ..................................................... . 
Accounts payable and accrued expenses ............•.......................... 
Deferred income taxes-Note E ............................................ . 
Long-term debt-Note F ..........................•......•................. 
Other liabilities ...............................................•.......•.. 
Minority interest (including $25,000 of Senior Preferred Stock of subsidi<1ry-Nute G) .. 

Total Liabilities ...........................•................... 

Redeemable Preferred Stock-Notes C and H 
Cumulative Preferred Stock, $.736 Convertible Series-$ I par value, 

$9.20 redemption value, 15,000,000shares authorized, 676,801 and 
1,895,928 shares issued and outstanding (aggregate liquidation value 
$6,768 and $18,959) ............................................. . 

Common Stock-$1 par value, 60,000,000 shares authorized, 29,011,638 and 
26,350,579 shares issued and 20,263,305 and 21,365,806 outstanding-Notes C and I . 

aid-in surplus .........................................................• · 
Unrealized depreciation of investments ....................................... . 

etained earnings-Note E .......•......................................... 
reasury Stock, at cost (8,748,333 and 4,984,773 shares.of Common Stock) 

Total Liabilities; Redeemable Preferred Stock; Common Stock and 
Other Shareholders' Equity . . . . .................................. .. 

23 
-7s-

1980 1979 

$ -105,096 s 400,912 
135,998 125,899 
65,515 68,014 

366,925 348,424 
22,581 23,138 
27,478 10,542 

137,920 120,037 
69,057 63,072 
49,695 59,050 

1,280,2u5 1,219,088 

6,227 17,443 

29,012 26,351 
138,137 127,877 
(I0,781) (13,174) 
135,764 84,681 

(104,046) (49,969) 

$1,474,578 SI,412,297 



Consolidated Statement of Income 

For 1/ie year ended December 31, in 1/zo11s1111ds of dollars e.tcepl per share rcs11/1s 

Revenue 

Premiums.. 
Properly nnd casualty insurance 

Premiums written . . . . . . . . . . . . . .. 
Change in unearned premiums . . . . . . . . . . . . . ................. . 

Prcmiun1s earned . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Life insurance . . . . . . • . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . .. 

Investment income, net of expenses of $3,474, $2,789 and $1,806 .................. . 
Equity in earnings of affiliate.; (includes dividends of $259, $422 and $502)-Note A .. . 

Total Revenue .................................................... . 

Benefits and Expenses 

Losses and loss adjustment expenses ... 
Life insurance benefits . .. .. . .. .. . .. .. . .. .. .. .. .. .. .. . .. . . .. . .. .. . . . . .. . .. . 
Policy acquisition expenses-Note D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... . 
Interest expense-Note F . . . . . . . . . .. . .. . . . . .. .. • .. .. . .. . . .. . . . . .. . . . ...... . 
Other operating expenses . . . . . ................................ . 
Minority interest ......................................................... . 

Total Benefits and Expenses .. . . .. . . . .. .. .. .. . . . ............. . 
Operating Earnings Before Income Tuxes ....... . 

Income taxes-Note E . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Operating Earning• ....................................................... . 

Realized gains (losses) on sale of investments, net of tax effect (net unrealized 
appreciation (depreciation) on investments in stocks reflected directly in 
shareholders' equity was $2,393, $(4,116), and $(8,782)) ...... . 

Income Before Extraordinary Item ................ . 
Utilization of operating loss carryforward ......................... . 

Netlncome ................................................ . 

Per Share Results-Nole J: 

Fully Diluted: 

....... 
' .... '. 

Operating eamlngs .. .. .. .. . .. .. .. .. . .. ....................... .. 
Income before extraordinnry item ........................................ . 
Nelincome .......................................................... , . 

Primary: 
Operating earnings .................................. , ...... , ........... . 
Income before extraordinary item ... . . . ' ... '' .......... ' ........ '.' ..... . 
Net income .. , ........... . .............. '.' '. ' ......... ' ' ..... '. 

See Noles to Co11so/ida1ed Fi11n11cial S1ateme11ts 
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1980 

$638,621 
(18,501) 
620,120 
32,979 

653,099 

74,138 
(803) 

726,434 

484,597 
25,842 
SS,968 
14,117 
61,406 

S,517 
647,447 

78,987 
19,343 
59,644 

l,119 
60,763 

$ 60,763 

$2.59 
$2.64 
$2.64 

$2.87 
$2.9.2 
$2.92 

GEICO Corporation 

1979 1978 

$606,315 $620,763 
(4,762) (43,510) 

601,553 577,253 
32,965 27,693 

634,518 604,946 

70,070 63,490 
1,302 1,727 

705,890 670,163 

460,619 440,260 
26,814 22,317 
49,545 32,844 
10,192 4,205 
70,641 63,038 

6,444 6,254 
624,255 568,918 

81,635 101,245 
22,086 38,836 
59,549 62,409 

(723) (6,958 
58,826 55,451 
15,456 32,747 

$ 74,282 $ 88,1!18 

S2.14 $1.74 
$2.11 $1.53 
$2.67 $2.4 

$3.24 $2.9 
$3.20 $2.61 
$4.09 $4.4 



Consolidated Statement of Redeemable Preferred Stock; 
Common Stock and Other Shareholders' Equity 

For the three yc11rs ended December JJ, J 980, in thousmulsof dollars 

Redeemable Preferred Stock 

S<)nior Preferred Stock: 

Balance, beginning of year . . . ........ , .. , ... , ....... , .. . 
Reclassification to minority interest-Note G .. , ............... , ...•.. 
Balance, end of year . . . . . . . . . .. , ............................... . 

Cumulative Preferred Stock, $, 736 Convertible Series: 
Balance, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . ........ . 
Conversion of Preferred Stock into Common Stock ........... . 
Purchase and retirement of shares ................................. . 
Other ........................................................ . 
Balance, end of year ...................•................ 

Common Stock and Other Shareholders' Equity 

Common Stock: 
Balance, beginning of year ..... , ............................. . 
Conversion of Preferred Stock into Common Stock ... . 
Exercise of stock options and other . . .......... . 
Balance, end of year ................... , ................. . 

Paid-in surplus: 
Balance, beginning of year .......................... . 
Proceeds over par value of stock issued upon: 

Conversion of Preferred Stock into Common Stock .. . 
Exercise of stock options and other .. · ........ , ............. . 

Balance, end of year ..........•.... , ......................... , .. . 

Unrealized depreciation of investments: 
Balance, beginning of year ....................................... . 
Unrealized appreciation (depreciation) ......... , .. , ............. , .. . 
(Increase) decrease in deferred income taxes .............. , ......... . 
Balance, end of year ............................................ . 

Retained earnings (deficit): 
Balance, beginning of year . . . . . . . . . ........ , .................. . 
Net income ................................................... . 
Dividends declared on: 

Senior Preferred Stock ($10.00 per share) . . . . . . . . ............. . 
Convertible Preferred Stock (S.736 per share) ................. , ... . 
Common Stock ($.43, $.36 and $.20 per share) .. , ................. . 

Purchase and retirement of Convertible Preferred Stock ............... . 
Other ........................................................ . 
Balance, end of year ....... . 

Treasury Stock, at cost: 
Balance, beginning of year ............. , ......... , ............... . 
Purchase of Common Stock . . . . ................. , ..... , . , .. 
Balance, end of year ............................................ . 

Total Common Stock and Other Shareholders' Equity ............... , ... , . , .. 

, See Notes to Co11solidated Fiuaucia/ State111e11ts 

1980 

$ 17,443 
(11,216) 

$ 6,227 

$ 26,351 
2,438 

223 
29,012 

127,877 

8,778 
1,482 

138,137 

(13,174) 
3,979 

(1,586) 
(10,781) 

84,681 
60,763 

(743) 
(8,937) 

135,764 

(49,969) 
(54,077) 

(1114,046) 

$188,086 
-

GEICO Corporation 

1979 

$ 72,078 
(35,861) 
(18,715) 

(59) 
$ 17,443 

s 18,568 
7,796 

(13) 
26,351 

l00,068 

28,065 
(256) 

127,877 

(9,058) 
(5,328) 
1,212 

(13,174) 

41,287 
74,282 

(3,284) 
(6,723) 

(20,881) 

34,68! 

(49,969) 
(49,969) 

$175,766 

1978 

$ 25,000 
(25,000) 

$ -

$ 75,864 
(3,786) 

$ 72,078 

s 17,744 
823 

1 

97,IOI 

2,963 
4 

100,068 

(276) 
(12,232) 

3,450 
(9,058) 

(34,858) 
88,198 

(2,500) 
(5,936) 
(3,621) 

4 
41,287 

$150,865 



Consoildated Statement of 
Changes in Financial Position 

For tire year ended December 3 I, in 1/ro11sc111ds of dollars 

Funds Provided 
Income before extraordinary item .. . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . ...... . 

Charges (credits) to earnings not involving funds: 
Amounts due from reinsurers ......... , ........... . 
Net premiums receivable ...................... . 
Deferred policy acquisition costs • . . . . . . . . . . . . .......... . 
Loss and loss adjustment expense reserves ....................... . 
Life benefit reserves ........................................ . 
Unearned premiums .............................•......... 
Unearned reinsurance con1n1issions , .......... , ................ . 
Deferred income tnx ........................................ . 
Equity in undistributed earnings of affiliates . . . . . . . . . . . . . . . . . ... . 
Minority interest ........................................... . 
Provision for depreciation ................................... . 
Accrual of discount and amortization of prcn1iurns on investments ... . 
Other ................................................... . 

Cash provided from operations exclusive of extraordinary item ................ . 
Utilization of operating loss carryforward ................................. . 

Cash Provided Froht Operations . , .. 

Sale of investments .. 
Issuance of Debentures ................................................ . 
Proceeds from exercise of stock options .................................. . 
Increase in short-term debt ......................... , ........... , ....... . 
Conversion of Convertible Preferred Stock: 

.Increase in Common Stock , ........ , ............................. . 
(Decrease) in Preferred Stock .......... , ......................... . 

Total Funds Provided ................................................. . 

Funds Applied 
Increase (decrease) in receivable from security sales . . . . . . . . ............ . 
Decrease (increase) in payable on security purchase" . . .................... . 
Purchase of fixed assets, net of sales ...................................... . 
Purchase of investments ............................................... . 
Investment in insurance subsidiaries and affiliates. ..... , ........... , ......... . 
Purchase of Convertible Preferred Stock (Retired) , .... , ................... . 
Purchase of Common Stock ........................................... .. 
Cash dividends paid to shareholders ...................................... . 
Cash dividends paid by subsidiaries lo minority shareholders ... , .............. . 
Other ............................................................ .. 
Total Funds Applied .................................................. . 
Change In Cash ...................................................... . 
Cash, Beginning ..................................................... . 
Cash, Ending ....................................................... . 

Sec Notes to Consolidated Financial Staternents 
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1980 

$ 60,763 

(13,736) 
(1,044) 
1,685 

10,099 
18,501 

(932) 
16,433 

1,062 
S,517 
4,344 

(4,247) 
(4,423) 
94,022 

94,022 

517,536 
18,323 

1,044 
5,000 

11,216 
(11,216) 
635,925 

(8,680) 
4,616 
1,642 

553,058 
20,319 

54,077 
9,906 
3,474 
4,223 

642,635 
(6,710) 
20,799 

$ 14,089 

GEICO Corporation 

1979 1978 

$ 58,826 $ 55,451 

54,752 
(993) 5,067 

(7,016) (9,556) 
(13,239) 1,467 
11,814 9,288 
4,762 43,510 
(184) (7,659) 

4,087 1,834 
(880) (1,225) 

6,444 (1,439) 
4,023 3,496 

(3,749) (3,138) 
15,338 (3,588) 
79,233 148,260 
15,456 32,747 

94,689 181,007 

648,648 632,582 
73,287 

35,861 3,786 
(35,861) (3,786) 
816,624 813,589 

3,516 (2,477) 
2,610 (5,731) 
3,264 1,349 

701,470 758,737 
1,901 44,154 

39,596 
49,969 
ll,096 10,896 
3,505 1,074 
3,212 180 

820,139 808,182 
(3,515) -s.407 
24,314 18,907 

$ 20,799 $ 24,314 



Notes to Consolidated Financial Statements 

N~:t<: ":i Consolidation 

On fonuary 3' . !~79 GEICO Corporation (the Corporation) 
became the parent company of Government Employees Ittsurance 
Company (GEICO). Pursuant to an Agreement and Plan of 
RcorganizaHon approv~d by the Shareholders the outstanding 
Col.llmon Stock anci ·Cumulative Convertible Picferred Stock of 
GEICO were converted into Common Stock and Cumulative 
Junior Preferred Stock, respectively, of GEICO Corporation on a 
share for share basis and the ~uthorized capitalization of GEICO 
Corporation was increased. 'fhe accompanying financial statements 
are presented as if the reorganization had been ~ccomplished on 
Dec(;mber JI, 1978. 

The con5olidated financial statements include the accounts of 
GEICO Corporation and its.··'~% owned subsidiaries, GEICO, 
Criterion Insurance Company (CRICO), and real estate and 
property subsidiaries,··'':~ the acc0u~1ts of majority-owned Gov
ernment Employees Li!o Insuranc~ C0mpany ( GELICO). In
vestments in Government EJnpJoyci;:;··Financial Corporation 
( GEFCO), a consumer finance company, anJ A VEMCO Cor
poration, a general aviatio.Q insurance and finance company, arc 
accounted for using the c~uity method. 

Combined Property and Casualty Companies 

Condensed Balonce Sheet 
(In 111flffo11s) 

Assets 

.In,l!stments 

GEICO's ownership of common stock of GELICO (65.5%), 
CRICO (100%) and GEFCO (67.4%) at December 31, 1980 
was increased to majority levels in 1978. In January 1980 the 
shareholders of CRICO approved a proposal whereby the Cor
poration purchased the remaining outstanding shares (27 .2%) of 
CRICO Common Stock for $13.9 million. In September 1980 the 
Corporation p<'rchased 435,000 shares of AVEMCO Common 
Stock for $6.1 million which increased ownership from approxi
mately 5% to22%. 

The excess of cost of the investment in GELICOover its 
historical book value was $10.5 million. This excess has been 
reclassified to deferred policy acquisition. costs based upon fair 
value analyst-; a_nd i!! being amortized over 20 years by the sum-of
the-digits me •• ~J. GEICO's equity in the aggregate net book 
value of GEFCO, CRICO and A VEMCO approximates its cost. 
Significant intercon1pany accounts and transactions have been 
eliminated in consolidation. 

Summary financial data for the consolidated insurance sub
sidiaries of the Corporation are as follows: 

Dece1uber 3 l, J 980 Decenrber 31, 1979 
GEICO CR/CO Combi11ed GEICO CR/CO Combi11ed 
-~-- --- --- ---

Certificates of deposit and comn1ercial paper . . ...... , . $ 38.4 $ 2.5 $ 40.9 $ 34.6 $ $ 34.6 
Bonds and notes ............................ , ..... . 550.0 
.Commo·n and preferred stocks ......•........... , . . . . • 219.0 
Aililiates . . . ... , , ............................ , . . . . 107 .0 

Casi> ............. , ............................. , .. .. . 6.7 
Preril.iun1s receivable, net .. 
Deferred policy acquisition cosls 
Other assets . 

Liabilities and Shareholders' Equity 

Reserves for losses and loss adjust1nent expenses ............ . 
Unearned premiums , ........... , .................... , .. . 
Other liabilities ............. , ......................... . 
Shareholders' equity (including Senior Preferred Stock) ....... . 

173.2 
26.0 
59.5 

$1,179.8 

$ 435.3 
324.2 
113.3 
307.0 

$1,179.8 

$ 

$ 

$ 

63.0 613.0 
13.5 232.5 
7.5 72.8 
1.5 8.2 

28.7 201.9 
4.4 30.4 
2.3 64.6 

12>.4 $1,264.3 

35.4 $ 470.7 
42.7 366.9 

6.5 119.7 
38.8 307.0 

123.4 $1,264.3 

574.7 68.1 642.8 
162.l 17.4 179.5 
92.6 64.2 
10.2 2.1 12.3 

163.3 24.9 188.2 
26.7 3.9 30.6 
68.4 2.7 70.4 

$1,132.6 $ 119.1 $1,222.6 

$ 433.7 $ 35.3 $ 469.0 
310.0 38.4 348.4 
107.7 5.5 113.2 
28t.2 39.9 292.0 

$1,132.6 $ 119.l $1,222.6 



Combined Property and Casualty Companies 

Condensed Jnco_me Statements 
(!t1 111i/Uo11s) 

Year Ended 
Dece111bl!r31, 1980 

GEICO CR/CO Co111bi11ed 

Premiums ..... , ..... , .. , $544.9 $ 75.2 $620.l 
Losses and toss adjustment 

expenses .............. 427.8 57.7 485.5 
Other expenses ........... 83.4 16.0 99.4 

Underwriting income .. 33.7 --r.s 35.2 
Investment income, 

net of expenses ......... 53.5 5.8 59.3 
Equity in operating earnings 

of affiliates: 
CRICO ............. 5.9 
GELICO ............ 4.6 4.6 
GEFCO ............ ( l.l) ( l.l) 

AVEMCO .......... .3 .3 
Interest expense ....... , .. (4.J) (4.1) 

Operating earning_s 
before income taxes 92.5 7.6 94.2 

Income truces ............ 21.7 1.5 23.2 
Operating earnings· . .. , 7o:S -u ""71.0 

Realized gains (losses) .... .9 (.2) .9 
Income before extraordinary 

item .................. 71.7 5.9 71.9 
Utilization of operating loss 

carryforward . , ...... , , 
Net income .............. $ 71.7 $ 5.9 $ 71.~ 

= = 

The combined financial d:J.ta includes in shareholders' equity and 
in net income amounts applicable to minority interests jn CRICO 
as follows: 

1980 
Shareholders' equity at December 31 . . . . $.'-
Net income . , ................ , .. ... . $.2 
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1979 
$10.8 
$ 1.1 

1978 
$10.3 
$ 3.6 

Year Ended Year Ended 
Deceniber 31, 1979 Dece111ber 31, 1978 

GEICO CR/CO Co1ubi11ed GEICO CR/CO Co111bi11ed 

$532.1 $ 69.5 $601.6 $507.6 $ 69,6 $577.2 

404.0 57.4 461.4 385.9 55.0 440.9 
97.2 13.6 l l0.8 77.0 12.4 89.4 
30.9 (i.5) 29.4 44.7 -u 46.9 

51.8 5.6 57.4 47.5 5.3 52.8 

3.0 3.5 
4.4 4.4 3.2 3.2 
1.3 1.3 1.7 1.7 

(4.2) (4.2) (4.2) (4.2) 

87.2 4.1 88.3 96.4 7.5 lOQ.4 
21.7 .l 21.8 34.0 1.7 35.7 

6D ~ 66.5 62.4 -rs 64.7 
(.7) .1 (.6) (7.0) (7.0) 

64.8 4.1 65.9 55.4 5.8 57.7 

15.5 15.5 32.8 1.3 34.1 
$ 80.3 $4.i $ 81.4 $ 88.2, $--U $ 91.8 

= = = 



Government Employees Life Insurance Company (GELICO) 

Condensed Balance Sheet 
, (In 111illio11s) 

Investments 
Certificates of deposit and commercial 

paper ........................ . 
Bonds ......................... . 
Common and preferred stocks .... , .. 
Mottgagc loans ....... , .......... . 
Real estate ...... , ............... . 

Cash ..................... ·,. .. · .. · 
Deferred policy acquisition costs (excludes 

$7 .6 and $8.6 attributable to GEICO's 
purchas~) ........................ . 

Other assets ..................... , .. . 

Liabilities and Shareholders' Equity 

Reserves ......................... , .. . 
Other liabilities ................... , .. . 
Shareholders' equity .............. . 

Decenzber 31, 
1980 1979 

$ 9.2 $ 8.1 
93.0 88.2 
33.5 24.9 
24.3 22.9 
3.2 3.2 
5.8 8.0 

25.1 23.0 
53.3 41.6 

$247.4 $219.9 
= = 

$136.0 $125.9 
43.4 30.7 
68.0 63.3 

$247.4 $219.9 
= 

Summary financial data for GEICO's unconsolidated affiliate, 
GEFCO, is as follows: 

(Jn 111i/lio11s) 1980 1979 1978 

Receivables, net ..... ' ........ ' .... $17Z.2 $201.4 $199.6 
Total assets ....................... 206.4 228.6 223.6 
Long·term debt .................... 94.7 91.8 93.8 
Redeemable Preferred Stock ......... 1.0 
Non-Redeemable Preferred Stock; 

Common Stock and Other 
Shareholders' Equity ............. 33.9 35.9 34.7 

Revenue . , . , .... , ................. 39.6 42.5 40.0 
Net income ....................... (l.S} 2.0 3.3 

GEICO Corporation's consolidated balance sheet at December 31, 
1980 includes investments in GEFCO's notes of $8,500,000, 
redeemable preferred stock of $!,000,000 and preferred stock of 
$67,650. 

Summary financial data as reported by A VEMCO Corpora
tion, an equity investee, is as follows: 

(ill millions) 

Total assets ...................... . 
Shareholders' equity .............. .. 
Revenue ... ..................... . 
Net income ....................... . 

1980 

$ 46.9 
19.1 
24.2 
2.9 

Condensed Income Statement 
(In millions) 

Year Ended December 31, Note B: Significant Accounting Policies 
1980 1979 ....!.2E. 

Investment inco:ne, net of expenses . , . 
Total revenue ........ , ......... . 

Benefits . , ..................... , .... . 
Increase in reserves ................... . 
Other expenses ............ , ......... . 

Operating income before· income taxes 

Net income ................... , .. 

$ 35.1 $ 35.0 $ 29.I 
13.6 l 1.7 10.7 
48.7 46.7 39.8 
15.4 
10.5 
lD.7 

15.0 
12.0 
8.3 

!IT !TI 
3.7 3.2 

$ 8.4 $ 8.2 

12.8 
9.S 
6.4 

!TI 
3.1 

$ 8.0 . 

'The net income included in the consolidated financial statements 
for CRlCO and GELICO is less than the net income rel\ected in 
the condensed income statements because of minority interests and 
amortization of the excess of cost over book value. 

Basis of Reporting 
The accompanying financial statements are presented in con
formity with generally accepted accounting principles (GAAP). 
These principles differ from statutory accounting practices pre
scribed or permitted by the Department of Insurance of the 
District of Columbia·as described in Note C. 

Investments 
Investments in bonds and notes are reported at amortized cost, 
redeemable preferred stocks at amortized cost and other preferred 
and common stocks at market value. Realized gains and losses on 
sales of investments, as determined on a specific identification 
!>asis, are included in the statement of income. GEICO Corpora
tion's equity in changes in unrealized appreciation (depreciation) 
on common and preferred stocks, after deferred income tax 
effects, is reported directly in shareholders' equity. The consoli
dated unrealized investment losses at December 31, 1980 before 
minority interest and tax effects consisted of gross gains of 
$25,835,652 and gross losses of $43,744,777. 



Deferred Policy Acquisition Costs 
Costs that vary with and are directly related to the production of 
business and are recoverable have been deferred. The costs of 
acquiring property, casualty and health insurance are being 
amortized to income as the related written pre1niums are earned. 
Costs of acquiring individual and group life insurance and annui
ties are being amortized over the lesser of 35 years or the premium 
payi.ng pcrjods jn proportion to the receipt of premiun1 revenue. 

Loss and Benefit Reserves 
Property and casualty reserves arc based on averages for auto
mobile claims reported within the most recent three months, case 
basis estimates for other reported claims and calculated estimates 
of unreported losses. The reserve for losses further includes addi
tional amounts to reflect anticipated future economic and social 
conditions. The determination of these additional amounts includes 
consideration of studies of reserv~ levels performed by independent 
consulting actuaries. The reserve for losses has been reduced by 
approximately $17.9 million and $18.3 million at December 31, 
1980 and 1979, respectively, for anticipated salvage and subroga
tion recoveries. Loss adjustment expense reserves arc based upon 
estimates of expenses to be incurred in the settlement of claims. 

Management believes that its aggregate provision for loss and 
loss adjustment expense at December 31, 1980 is rcasonabl.,and 
adequate to cover the ultimate net cost of losses on reported and 
unreported claims arising from accidents which had occurred by 
that date, but such provision is necessarily based on estimates and 
the ultimate net cost may vary from such estimates. As adjust
n1cnts to these estimates become necessary, such adjustments are 
reflected in current operations. The methods used to develop these 
reserves are subject to continuing review and refinement. 

Bene.fit reserves for individual life policies have been com
puted by the net level premium method based upon assumptions 
regarding interest, mortality and withdrawals, including provi .. 
sions for unfavorable deviations from such assumptions. Interest 
rates range from 23/.i % to 714 % and mortality and withdrawal 
assumptions have been based on experience. Reserves for life 
policies are graded to cash values over 35 years. 

Recognition of Pre11:i11111 Re11enue 
Property and casualty premiums are earned prorata over the terms 
of the policies and are reported net of reinsurance. The expected 
effects of certain states' regulations on underwriting income are 
recorded in other operating expenses based upon current estimates. 
Jn 1980 accrued experience reserves were reduced $11,000,000, 
based primarily upon judicial actions during the year, and credited 
to operations. Individual Hfe and annuity premiums arc recognized 
as revenue over the premium paying period. Premiums on credit 
life policies and accident and health policies are recognized over 
the contract terms generally by the sum-of-the-digits metho,d with 
the unearned premiums included in benefit reserves. Experience 
refunds on group contracts arc charged to premium income. 

Property and Eqr:ipntent 
The annual provisions for depreciation are computed by the 
straight-line method over 45 year useful lives for buildings and 
over 3-10 year useful lives for equipment. 
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Note C: Reconciliation of Statutory Accounts 

The generally accepted accounting principles which differ signifi
cantly from statutory accounting practices are: 

• Policy acquisition costs are deferred and amortized in propor. 
tion to prcmiun1 recognition. 

• Loss reserves are based upon estimates of ultimate losses net of 
salvage and subrogation recoverable. 

• Life benefit reserves are based upon estimates of mortality, 
interest and withdrawals at policy issue date. 

• The effects of regulations on under-writing income arc recorded 
based upon current estimates. 

• Deferred income taxes are provided for timing differences 
between pretax accounting income and taxable income. 

• Nonadmitted assets, principally certain premiums receivable 
and property and equipment, are reported as assets. 

• The mandatory securities valuation reserve is reported as a part 
of retained earnings. 

• Reinsurance commissions are deferred and earned over the 
term of the business ceded. 

• Equity in the undistributed net income of affiliates is included 
iu net income. 

A reconciliation of net income and shareholders' equity of GEICO 
under statutory practices to net income and redeemable preferred 
stock; common stock and other shareholders' eguity reported 
herein underGAAP for the Corporation is as follows: 

Netlncome 
(In thousands) 

GEICO·statutory accounting 
prnctices .............. , ..... 

Deferred income taxes .......... 
Income from consolidation of 

insurance subsidiaries ......... 
Equity in undistributed net income 

ofGEFCO .. ,,, .. ,,., .. ,,,, 
Deferred policy acquisition costs .. 
A~l statutory and accrued 

experience reserves ........... 
Unearned reinsurance commissions 
Other ..................... .. 
GEICO-in accordance with GAAP 
Ser.ior pteferred dividends . , ..... 
Parent company operations .. 
The Corporation in accordance 

with GAAP , , , , , ... , . , . , , . , . 

Year Ended Decc111bcr 31, 
1980 1979 1978 

$ 75,630 $ 76,611 $ 61,174 
(21,693) (5,763) (706) 

6,936 5,210 5,029 

(1,177) 880 1,225 
(667) 4,131 8,404 

10,481 (1,381) 4,800 
932 184 7,659 

1,290 384 613 
71,732 80,256 88,198 
(2,531) (2,500) 
(8,438) (3,474) 

$ 60,763 $ 74,282 $ 88,198 



Redeemable Preferred Stork; 
C<1mmon Stock 1111d 
Olher Sbahlbolders' Equity 
(In 1ho11sands) ~ 

GEICO·statutory nccounting 
practices ....... , , ..... , ... . 

Deferred policy acquisition costs .. 
Additional statutory and accrued 

experience reserves . . . . . . . . .. 
Deferred income taxes ......... . 
Effects of consolidated real estate 

subsidiaries ................ . 
Nonadmitted assets ....... , ... . 
Valuation of consolidated insurance 

subsidiaries and GEFCO , .... . 
Other ...................... . 
GEICO-in accordance with GAAP 
Senior Preferred Stock of GEICO 

included in minority interest ... 
Parent company capital 

transactions-net ..... , ..... . 
Parent Company operations ..... . 
The Corporation in accordance 

withGAAP: 
Cuntulativc Preferred Stock, 

Dece111ber 31, 
.~\!!£ 1979 1978 

$283,321 $251,078 $220,473 
26,025 26,692 22,561 

16,400 
(29,541) 

(18,837) 
8,022 

22,262 
(688) 

306,964 

(25,000) 

(75,742) 
(11,909) 

5,919 
(S,411) 

(20,320) 
7,811 

17,465 
(2,052) 

281,182 

(25,000) 

(59,499) 
(3,474) 

7,300 
(492) 

(21,058) 
7,482 

14,760 
(3,083) 

247,943 

(25,000) 

$.736C'onvertibleSeries ... $ 6,227 $ 17.443 $_72,078 
Common Stock and Other 

Shareholders' Equity , .. , . $188,086 $175,766 $150,865 

Under the Holding Company System Regulatory Act applicable to 
District of Columbia domestic insurers, the maximum.amount of 
dividends and other distributions to its Shareholders that may be 
paid by GEICO (without prior approval of the District of 
Columbia Department of Insurnnce) in any l 2·month period is 
the greater of (i) investment income (as defined) for the pre
ceding calendar year or (ii) 10% of statutory policyholders' 
surplus at the end of the preceding year. 

Note D: Policy Acquisition Casis 

Policy acquisition costs information is summarized as follows: 

(/11 tltouscnuls) 1980 1979 1978 

Policy acquisition costs incurred; 
Con1n1ission and brokei:age .. $ 12,528 $ 13,618 $ 11,693 
Pren1iun1 taxes ........... 12,970 13,658 12,976 
Direct nu1il seUing and other, 

net of reinsurance 
commissions earned . , .. 31,513 29,285 17,791 

57,011 56,561 42,460 
Purchase of GELICO insurance 

in-force . . ' . . ' . .. ········· 22 10,486 
$ 57,011 $ 56,583 $ 52.946 

Policy acquisition costs expensed .. ~ 55,968 $ 49,545 $ 32,841 

Note E: Income Taxes 

Tax Expense 
Tax expense has been computed upon pretax financial reporting 
income before utilization of the net operating loss carryforward 
as follows: 

(lt1 thousands) 

Tax on: 
Tax basis income before 1oss 

carryforward ...... . 
Timing differences .. . 

Income tax provision 

EUectivt; Tax Rate Reconciliation 

1980 

$ 13,275 
6,068 

$ 19,343 

1979 

$ 19,172 
2,914 

$ 22.086 

1978 

$ 26,225 
12,611 

$ 38,836 

A reconl>iliation of the effective tax rates in the consolidated state· 
mentof income to the prevailing Federal income tax: rates is as 
follows: 

(ln thousantls) 1980 1979 1978 

Income tax provision at prevailing 
rates ...................... , $ 36,334 $ 37,552 $ 48,598 

Effect of: 
Minority interest ............ 2,538 2,964 3,002 
Tax-exempt interest income .... (10,388) (10,054) (6,518) 
Income not present1y·subject to 

taxation under Federal 
income tax regulations-
GAAP basis .... , .... , , ... (730) (1,429) (1,573) 

Dividends received deduction .. (7,617) (6,415) (3,601) 
Other items ............ (794) (532) ( 1,072) 

Income tax provision $ 19,343 $ 22.086 $ 38,836 
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Deferred 'J'c1.~ Provision 
The deferred tax provision resulted from timing differences in 
recognition of revenue and expenses for tnx nnd finnncial state· 
ment purposes us follows: 

(In ll1ottsc11uls) 1980 1979 1978 
~--

Deferral of policy acquisition costs $ 414 $ 21622 s 4,632 
Conl1nission on reinsurance treaties 429 SS 3,677 
Accrued investn1enl income ... 1,074 1,027 1,322 
Additional stntutory tescrves ..... 198 2,527 4,349 
Accrued expedencc reserves .. 5,060 (3,128) (2,016) 
Deferred con1pensation . (1,337) (737) 
Other .......... ' ..... ' .. 230 S18 647 

Deferred tax provision . ~ 6,06~ s 2,914 s 12.611 
== 

Carryforwards 
At December 31, 1980 the Corporntion and its wholly-owned 
subsidiaries had net operating loss carryforwards for tax purposes 
of approximately $14.8 million, of which $14.0 million will expire 
in 1983 and $.8 million will expire in 1986. The unused investment 
tax credit carryforward is approximately $2.2 million, of which $2.1 
million will be recognized by the flow-through method as utilized. 
In addition, at December 31, 1980 a capital loss carryforward of 
approximately $4.0 million, of which $3.8 million expires in 1983 
and $.2 million in 1984, is available to offset future capital gains. 

Because of tin1ing ditfcrcnccs 1 the net operating loss carry· 
forward for financial statement purposes has been fully utilized. 
Utilization of the tax loss carryforward results in restoration of 
deferred taxes. 

Subsicl~~~ies' U1ulistrib11ted Earnings 
Consoliuated retained earnings at December 31, 1980 includes 
approximately SI 0.2 million of undistributed earnings of GE LICO 
and GEFCO for which no deferred laxes have been provided since 
it is GEICO's intention that they reinvest these undis:ributed 
earnings in their operations. 

Po/icyhol<iers' Surplus . 
GELICO has accumulated in "policyholders' surplus" as defined 
by the Life 1.nsurancc Company Income Tax Act of 1959 amounts 
which, subject to certain limitations, arc not taxable except under 
conditions which management considers to be ren1otc. The balance 
of the 11policyholdcrs' surplus" account at Dccembr.r 31, 1980 on 
which no tax has been provided was approximately $2S.5 million. 
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Note F: Debt 

On July I, 1980 the Corporation issued Debentures with 11 face 
amount of $18.3 million in conjunction with the repurchase of 
approximately 2.1 million shares of Common Stock as described 
in Note I. The Debentures mature lune IS, 1999 and bear 
interest at 13% % payable semi-annually. On April I, 1979 the 
Corporation exchanged Debentures with a face amount of $73.3 
million for approximately 4.4 million shares of Common Stock 
and 1.5 million shares of Cumulative Preferred Stock, $.136 Con
vertible Series. The Debentures mature March IS, 1999 and bear 
interest at 11 % payable semi-annually. Long-term debt consisted 
of the following: 

(/11 t/lousnncls) 

Unsecured 13i4 % Debentures due 1999, 
annual sinking fund rcquircn1cnt 
1990-1999 o[ 10% o[ principal amount 
outstanding Janunry l, 1990 .... , . 

Unsecured 11 q'o Debentures due 1999, 
nnnunl sinking fund rcqufrcn1cnt 
1990-1999 of 10% of principal amount 
outstanding Janua.ry I, 1990 ......... . 

GEICO's wholly-owned real estate 
subsidiarics-

GEICO Properties, Inc.: 
81,4 % notes, due in equal 

quarterly installn1ents of 
$339 including interest, 
until June IS, 2004 

81h % note, due in equal 
quarterly jnstnJJn1ents of $196 
including interest, 
until May I, 2004 ........ . 

GEICO Washington Properties, Inc.: 
91'8 % note due in equal monthly 

installntcnts of $203 including 
interest, until June 11 2010 ... 

Dcccnrhl•r 31, 
1980 1979 

$ 18,323 

73,287 

14,008 

7,960 

24,342 
$137,920 

$ -

73,287 

14,197 

8,064 

24,489 
$120.037 

Property with a cost of $41,691,876 has been pledged as security 
for the notes of the real estate subsidiaries and long-term leases 
have been assigned as additional collateral. The note agreements 
r ovide that the entire unpaid principal and interest become due 
and payable in the event of default. 

The aggregate maturities of long-term debt for the years 1981 
through 198S arc $479,664; $S22,8S5; $569,949; $621,302 and 
$677,301, respectively. I 

The Corporation has $10.0 million of unsecured lines of . 
credit with commercial banks, $S.O million of which was unused 
at December 3 J, 1980, at the prime interest rate. The availability 
of these lines of credit is reviewed annually. 



Note G: GEICO Cumulative Scuior Preferred Stock 

Al Dcccnlbcr 31, I980 GEICO had ou1s111nding 250,000 ;hares of 
Cumulative Senior Preferred Stock (lhc GEICO Senior Preferred 
Stock), pnrvnluc $10 pcrshnrc, which is included in minority 
interest in the consolidated balance sheet of GEICO Corporation. 

In January 1981 GEICO redeemed the 250,000 outslnnding 
shares of GEICO Senior Preferred Stock at the redemption price 
of SI 00 per share plus accrued dividends. 

Note H: Redeemable Preferred Stock 

Description 
GEICO Corporation has authorized 15 million shares of Cumula
tive Junior Preferred Stock, pnr value SI per share. The only 
authorized series thereof is the $.736 Convertible Series (the 
Convertible Preferred Stock) which is junior to lhc Corporation's 
Senior Preferred Stock (none of which has been issued), but 
senior lo its Common Stock with respect to both dividends and 
distributions of assets upon liquidation. 

Dividends 
Holders of the Convertible Preferred Stock arc entitled to receive 
quarterly cash dividends, whr.n and ns dcclnred by the Board of 
Directors, at an annual rule of $.736 before any dividends (other 
than dividends payable in Common Stock) arc paid on the Com
mon Stock. So long as any shares of its Convertible Preferred 
Stock arc outstanding, GEICO Corpora lion mn)' not pay any cash 
dividend on its Co1nn1on Stock or rcdccn1, purchase or otherwise 
acquire any shares of ils Common Stock if the dividend and sink
ing fund payments on the Convertible Preferred Stock have not 
been met. 

Conver.11ion and Redeniption 
Shares of Convertible Preferred Stock arc convertible at any time 
nt the option of the holder inlo fully paid and nonasscssabfo shores 
of Common Stock of the Corporntion :it the mtc of two shares of 
Common Stock for each share of Convertible Preferred Stock 
surrendered for conversion. Fron1 and after January I, 1981, 
shares of Convertible Preferred Stock may be redeemed al prices 
rnnging d9wnwnrd from $9.752 during 1981 to $9.20 during 1987 
and thereafter, plus in each case nu an1ountcqual to all accrued 
and unpaid dividends. 

Sinking Fund cuul Other Pl'ovisions 
The Convertible Preferred Stock is entitled to the benefit of a 
sinking fund pursuant to which, on or before January l, 1992 and 
on or before each January I thereafter, to and including January 
1, 200 I, G EIGO Corporation will pay to the transfer agent for 
the Convertible Preferred Stock an an1ounlsufficicnt to redeem 
I 0% of the number of shares of Convertible Preferred Stock out
standing on January I, I 991, at $9.20 plus an nmounl equal to 
accrued and unpaid dividends. 

Note I: Common Stock und Other Shnreholdcrs' Equity 

Debenture Excltaugt•s, Sllart• Acquisitions ancl Co1n•ersio11s 
In I980, the Corpornlion ncquircd 2. I million shares of Common 
Stock through the issuance of Dcbcnlurcs dcsoribed in Note F :ind 
cnsh p~yment of $15 million. In other transactions the Corpora
tion purchnsed for cnsh 1,680,860 shares of Common Stock nt nn 
aggregate cost of $20, 734,643. Further, during 1980 1,219, 127 
shares of Convertible Preferred Stock were converted into 
2,438,254 shares of Common Stock. 

Jn I979 lhc Corporation exchanged Debentures for approxi
mately 4.4 million shares of Common Stock and 1.5 million shares 
of Convertible Preferred Stock on the basis of $10 of Debentures 
for each common share and $20 for each preferred share. In addi
tion, the Corporation purchased for cash 576,638 shnres of 
Common Stock and 572,900 shares of Convertible Preferred Stock 
during 1979 at an aggregate cost of S 16,278, I 56. Further, during 
1979 3,897 ,931 shares of Convertible Preferred Stock were con
verted into 7,795,862 shares of Common Stock. 

Stock Optiou nrul Perfor111ancc Share Plans,~ JY<1rrants 
During I973 a Stock Option Plan was adopted under which both 
qualified and nonqualificd options may be granted to oflicers and 
key employees for the purchase of capital stock at I 00% or more 
of fair market value at date of grant. The options arc exercisable in 
insta1hnents beginning one year fron1 date o[ grant and expire not 
more than IO years thereafter (five years in the case of qualified 
options), 

B:1lance at January I. t978 .. 
Granted ... 
Exercised ... 
·rcrnlinated 
Balance at De:cen1bcr 31, 1978 .. 
Granted 
Exercised . .. ' ... ' ...... 
Tern1inatcd 
Balance nt Deccn1bcr 31, 1979 . . 
Grante!.I .. . . . . . . . . . . 
Exercised • ' ' ••• < ••••••••• 

Tcrminnted 
Bain nee at December 31, 1980 . . 

Options 011tsta11diug 
Sllar"es 

Available Per Share 011 Nuniber 
For Grant. pate of G!!!!!!_ Of Shares 

$4.59 to $36.06 401,498 
(16,000) 9.25 16,000 

6.56 (686) 

.~ig~ 6.59 to 36.06 (30,628) 
14,628 4.S9lo36.06 386,184 

(12,000) 8.69 to 11.88 12,000 
6.56 (843) 

32.481 6.56 to 36.06 (32,481) 
'35,109 4.59 to 36.06 364,860 

( 14,407) 2.6810 16.72 14,407 
2.68 to 6.56 (222,805) 

11,066 6.56 lo 20.75 (11,066) 
31.768 $2.68 lo $36.06 145,396 

Pursuant to the Agreement and Plan of Merger in 1980 
whereby the Corporation obtained 100% ownership of CR I CO as 
discussed in Note A, the Corporation assumed CRICO's stock 
option plan. Stock options outstanding under CRICO's plan were 
converted into options to purchase 14,407 shares of the Corpora
tion's Common Stock al prices ranging from $2.68 to $16.72 
per share. · 
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In 1980 the Corporation accepted notes for $962,500 from 
the Chairman of the llonrd payable on demand with interest at 6% 
per annum in return for the issuance of 209,741 shares of Common 
Stock to him upon exercise of options granted in 1976. ln consider
ation o[ the Corporation agreeing to allow exercise by means of 
demand na:c.s, which arc included in other assets at December 31, 
1980, the Chairman agreed to extend his term of employment. 

In 1979 the Corporation's shareholders approved a perform
ance share plan under which awards in the aggregate of 500,000 
performance shares may be made to key executives. Awards for 
406,550 performance shares arc outstanding at December 31, 
1980 and will be paid in shares of the Corporation's Common 
Stock or cash based on tho attainment of certain goals. Charges of 
$2,589,094 and $1,532,659 were made against 1980 and 1979 
earnings, respectively, under the plan. 

At December 31, 1980 GEICO Corporation had outstanding 
warrants exercisable at anytime to August 1, 1983 to purchase 
1,348,999 shares of its Common Stock at $24 per share. A total of 
1,932,713 shares have been reserved for stock options, perform
ance share awards and \Varrants. 

Note J: Earnings Per Share 

Fully diluted earnings per share were determined using 23,002,821 
shares in 1980, 27,753,153 in 1979 and 34,342,875 in 1978 
assuming conversion of the Convertible Preferred Stock and exer
cise of dilutivt:: stock options and performance share awards and 
rellect adjustment for GEICO's equity interest in the fully diluted 
earnings per share of its insurance subsidiaries and finance affiliate. 

Primary earnings per share have been computed by dividing 
the weighted average number of common shares outstanding of 
20,522,424 in l 9SO, J 7,336,112 in 1979 and 18,040,284 in 1978 
into earnings after deduction for preferred stock dividend require
ments and adjustment for GEICO's equity interest in the primary 
cnrnings per share of its insurance subsidi.J.rics and finance affiliate. 

Net income per share would have been $2.72 (fully diluted) 
and $2.92 (primary) for 1980 if the share repurchases and con
versions of Convertible Preferred Stock to Common Stock de
scribed in Note I hnd taken pince Jnnuary l, J 980. 

Nole K: Employee Benefits 

GEICO Corporation and ils subsidiaries have a defined benefit 
pension plan covering most full-time employees, the cost of which 
was $4,224,200 in 1980, $3,887,885 in 1979 and $3,834,836 in 
1978. GELICO administers the pension plan funds and, as a result, 
the assets and liabilities are included in the accompanying con
solidated balance sheet. The policy is to fund accrued pension 
costs, including amortization of priot service costli over 30 years. 
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Accumulated plan benefits, as estinrnted by consulting actu
aries, and plun net assets at December 31, 1979 (latest valuation 
date) and 1978 were as follows: 

{/111housa11ds) 

Actunrinl present value of 11ccu111ult1tcU plnn 
benefits~ 

Vested .. 
Nonvested 

Net assets nvni1nb1c for plnn benefits 

$22,236 
7,140 

$29,376 
$29,923 
= 

The assumed rate of return on invested assets used in determining 
the actuarial present value of accumulated plan benefits was 6% 
for both the December 31, 1979 and 1978 valuations. 

Note L: Quoin Share Rei!lsurance Agreement 

Pursuant to a program carried out under the supervision of the 
District of Columbia Superintendent of Insurance, effective Juno 
30, 1976, GEICO executed reinsurance agreemenls with 27 prop
erty and casualty insurance companies obligoting them lo provide 
quota share reinsurance on 25.36% of GEICO's business. The 
reinsurance treaty was terminated at mid-year l 978. The direct 
effect of the reinsurance treaty on GEICO Corporation for 1978 
was as follows: 

(In 1/iouscuuls) 

Net pren1iums ceded .. 
Losses and loss expenses ceded .. 
Reinsurance commissions earned 
Termination adjustments ....... . 

Effect on GElCO's underwriting income . $ 

Interest at 3 % per annum on funds held by the reinsurers 
amounted to $1.5 million in 1978 and was included in investment 
income. 

In addition to the quota share reinsurance, GEICO and lts 
insurance subsidiaries maintain certain reinsurance agreements 
for the purpose of insuring excess risks. GEICO and its insurance 
subsidiari~s r~main liable for any amounts to the extent that the 
reinsuring cotnpanie~ are unable to meet their obligations. 



Note M: Commitments 

~.~ntnl expense for all leases was approximately $6,630,000 in 
1980, $6,400,000 in 1979 and $6,350,COO in 1978. 

The Corporation and its subsidiaries have entered into non
cnncellnble lenses expiring at various dates through 1992 for both 
real estate and equipment, nil of which are operating lenses. The 
future minimum rental commitments as of December 31, 1980 for 
noncancellable leases with a remaining term of at least one year 
are as follows: 

(/11 thousands) 

1981 ...................... . 
1982 ..................... .. 
1983 ...................... . 
1984 ..................... .. 
1985 ...................... . 
1986-1992 ................. . 

Total 

$ 2,999 
1,960 
1,430 
1,251 
1,160 
2,376 

$11.176 

B11ildi11g 
Space Eq11ipt11e11t 

$ 1,318 
1,287 
1,186 
1,087 
1,026 

~031 
$ 7,935 
= 

$ 1,681 
673 
244 
164 
134 
345 

$ 3,241 

Certain of the building space leases contain renewal options for 
periods ranging from I to 10 years. No options extend beyond the 
periods indicated. 

Under an agreement dated August 12, 1980, the Corporation 
is c9mmitted to guarantee up to $15.0 million of GEFCO com
mercial paper, if any, maturing through December 31, 1981 for 
which the Corporation receives a fee at an annual rate of $18,750. 
At December 31, 1980 no commercial paper subject to this agree
ment was outstanding. 

Note N: Segment Reporting 

A summary of the Corporation's segment information for 1980, 
1979 and 1978 is as follows: 

(In tho11st11uls) 1980 1979 1978 

Revenue: 
Prlvnte passenger automobile 

insurance ............ . $ 635,018 $ 622,058 $ 597,644 
Life and health insurance , .. 48,697 46,689 39,830 
Other segments ........ . 44,273 36,931 32,394 

727,988 705,678 669,868 

Intersegment life nnd health 
insunlnce ............. . (2,072) (2,043) Cl,432) 

Equity in unconsolidated 
affiliates .............. , (803) 1,302 1,727 

Parent company revenue ... . 1,321 953 
Consolidated ..... $ 726,434 $ 705,890 $ 670,163 

Operating' Earnings Before Taxes: 
Private passenger automobile 

insurance ...... $ 103,269 $ 88,328 $ 96,428 

Life and health insurance ... 11,163 10,443 10,131 

Oth~r segments ......... (8,777) (1,490) 3,418 ----
105,655 97,281 109,977 

Equity in unconsoJidated 
affiliates ............... (803) 1,302 1,727 

Interest expense ........... (14,117) (10,192) (4,205) 

Minority interest ....... , .. (5,517) (6,444) (6,254) 

Parent company operating 
expenses, net ........... (6,231) (312) 

Consolidated ... ' ..... $ 78,987 $ 81,635 $ 101,245 

Identifiable Assets: 
Private passenE.~.i. automobile 

insurance .............. $1,142,705 $1,124,501 $1,099,517 

Life nnd health insurance ... 254,946 228,461 205,011 

Other segments ........... 47,299 33,188 28,080 

1,444,950 1,386,150 1,332,608 

Investment in unconsolidated 
affiliates ............... 20,191 14,281 12,033 

Parent company .......... 9,437 11,866 

Consolidated ......... $1,474,578 $1,412,297 $1,344,641 

Intersegment revenue represents group insurance coverage pro
vided by GELICO. Investment income included in revenue, 
operating earnings before taxes and identifiable assets have been 
allocated to segments based upon assumptions and estimates. 
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Supplemental Financial Information GEICO Corporation 

Quarterly Highlights of Opetating Results (Unaudited) 
(I111uil/lons, except per sl1arc results) 

1980 1979 
Thrt•e Alonlhr Ended Thret• Months E1itlt•1J 

Dec.31 Sep!, 30 J1u1e 30 M11r. 31 Dec.31 Sept. 30 June 30 

Revenue 
Premiums earned .. . ... . . . . . . ' ......... '.' .. $169.0 $166.4 $158.3 $159.4 $161.1 $162.2 $154.5 
Net Jnvcstn1ent income . , .................... , . 19.3 18.2 18.3 18.3 18.7 17.4 16.9 
Equity in enrnings of affi1iates .. ... ' ............ . I (.9) (,2) .2 .I .3 .5 

Total Revenue ........................... 188.4 183.7 176.4 lff:9 179:9 179:9 !'1.9 

Benefits and Expenses 
Losses and benefits . _ ...... ....... ' ..... 133.2 126.9 125.2 125.2 124,6 122.6 115.4 
Operating expenses ... ' ... ' ................... 30.0 28.4 29.0 30,0 32.9 29.2 31.9 
Interest expense .............................. 3.9 3.7 3.4 3.1 3,1 3.0 3.1 
Minority interest ............................. 1.4 1.4 1.3 1.4 1.4 1.8 1.7 
Income taxes. ......... ····· ...... ' ........... 4.5 6.9 3.9 4.0 4.4 7.0 s.o 

Total Benefits and Expenses ................ 173.0 167.3 162.8 163.7 166.4 163.6 Ts7.f 

Operalibg Earnings ........................... 15.4 16.4 13.6 14.2 13.5 16.3 14.8 
Realized gains (losses) on snle of 

investments, net of tax effect . , ................ (,5) 1.7 (2.0) 1.9 (2.3) (.2) 1.8 
Income before extraordinary item ............... -r.i:9 18.T lT.6 16:f li':"i 16:f 16:6 
Utilizatio!'.'.\ of operating loss cnrryfor\Vard. ......... 1.3 S.4 3.9 
Net Income .................................. s 14.9 ST8J s 11.6 $ 16.1 s 12.5 $ 21.5 $ 20.S 

= = = ~ 

Per Share l<esults 
Fully DlhUtd: 

Operating earnings , ........... ............. $ .70 $ .76 $ .5~ $ .57 $ .53 $ .64 $ .57 $ 
Income before extraordinary item ............. $ .68 $ .83 $ .so $ .65 $ .44 $ .63 $ .64 $ 
Net income ...... , ......................... $ .68 $ .83 $ .so $ .65 $ .49 $ .84 $ .79 $ 

Primary: 
Operating earnings , ........... , ... .......... $ .76 $ .82 $ .64 $ .66 $ ,66 $ .98 $ .95 $ 
Income before extraordinary Hem ... .......... $ .73 $ .90 $ .54 $ .15 $ .54 $ .97 $ 1.07 $ 
Net income ................................ $ .73 $ .90 $ .54 $ .15 $ .61 $ 1.30 $ 1.34 $ 
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Supplemental Information on the Effects of Changing Prices (Unaudited) 

Five• Y car Comparison of Supplemental Financial Data 
Adjusted for Elfecls of Changing Prices 
(111 tho11sa11ds1 except per share tltrtll) 

·rotnl revenue: 
As reported .... , ..................................... . 
r\djusted for general inflation (I) ...... , . . . . . . . . . ...... . 

Purchasing power loss from holding net n1onetnry assets 
during the yenr (I ) : 

As required .............. . 
· Alternative computation .... . 

Net nsscts at yenr end: 
As reported.. . ........ . 
Adjusted for general inflation (2) ...... . 

Cush dividends declared per common share: 
As reported ......... , , ..... , . , ....... . 
Adjusted for genornl inflation (l) ........ . 

Market price per common shnre ut year end: 
Historical :.1mount •.......•.... , . . . . . . . . . . . ........... . 
Adjusted for general inflation (2) ........................ . 

Consumer price index.: 
Average ... _ . , . . . . . . . . . ............................. . 
Year-End •...........•......................... 

(1) In nvcrngc 1980 dollars 
(2) In yeur·end 1980 doJlars 

; As required by Financial Accounting Standards Board (FASB) 
~ Statement No. 33, ''Financial Reporting and Changing Prices," 

the Corporation must provide supplemental information concern· 
ing the effccls of changing prices on its financial slatcments. The 
disclosures are inlended to address two dilferent aspects of an 
inflationary environment: ( l) the elfcct of a rise. in the general 

. price level on the exchange value or purchasing power of the dollar 
(called "general inftation") and (2) the specific price changes in 
the individual resources used by the Corporation. Because there is 
presently no consensus on which aspect, if any, of inflolion should 
be reported) especially as related to insurance companies, the 
FASB has devised an experiment requiring certain large, publicly 
held companies to present supplemental information reflecting 
both types of inflation measures. 

The supplemental information on changing prices does not 
reflect a comprehensive application of either type of inflation 
accounting. The FASB decided to focus on items most affected by 
changing prices, that is: (I) the effect of both general inflation 
and specific price changes on properties and related depreciation 
expense, and (2) the effect of general inflation on holding mone· 
tary assets and liabilities. 

EOect 011 Properties and Related Depreciation Expense 
FASB Statement No. 33 requires the presentation, if material, of a 
supplemental statement of income from continuing operations. 
The Corporation has computed income from continuing operations 
(equivalent \o income before extraordinary item) as required by 

Ye11r Ended Dcce1uber 31, 
1980 1979 1978 1977 1976 ---

$726,4~1 $705,890 $670,163 $505,166 $613,528 
$726,434 $801,351 $846,449 $686,914 $888,086 

$ 19,584 $ 28,685 
$ 3,914 $ 12,131 

$194,313 $193,209 $222,943 $180,575 $103,823 
$194,3B $217,161 $283,925 $250,729 $153,918 

$ .43 $ .36 $ .20 $ .03 $ 
$ .43 $ .41 $ .25 $ .04 $ 

$ 14.63 $ 12.o6 $ 7.19 $ 8.31 $ 7.38 
$ 14.63 $ 13.56 $ 9,16 $ 11.54 $ J0.94 

246.8 217.4 195.4 181.S 170.S 
258.4 229.9 202.9 186.1 174.3 

the Statement. The supplemental statement of income from con· 
tinuing operations is not presented because fixed nssets and de
preciation expense are not significant iten1s in the Corporation's 
financial statements and the resulting difference between net 
income, as reported, and income adjusted for general inflation or 
specific price changes was not material. 

Holding Monetary Assets and Liabilities 
When prices are increasing, the holding of net monetary assets dur
ing any given period results in a loss of general purchasing power. 

The FASB's current methodology requires nonmonctary 
classification for unearned premiums and deferred policy acquisi
tion costs of property and casualty companies despite the recom
mendation of its own advisory Insurance Task Force that these 
and all other assets and liabilities be calegorized as monetary. 
Based on the current methodology required by FASB, the Corpo
ration incurred a purchasing power loss from holding net monetary 
assets during the year of $19.6 million in 1980, while the loss 
would have been $3.9 million if unearned premiums and deferred 
policy acquisition costs were classified as monetary. 
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GEICO Corporation Board of Directors 

Thomas E. Bolger 
Executive Vice President, 
Anierican Telephone aud 
Telegraplr Compmry 

Samuel C. Butler 
Partner, Cravat/1, S1vaine & 
Moore 

John J. Byrne 
Chair111a11 of tire Board, 
Preside11t and Chief Executive 
Officer, GEICO Corporation 

John M. Christie 
Chair1nan of the Executil'e 
Con11uit1ee, The Riggs 
Natioual Ba11k of 
U'nslrington, D.C. 

Honorary Directors 

Committees of the Board 
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Pnul J. Hanna 
Vice Chairnran of the Board 
a11d Chief Fi11a11cial Officer, 
GEICO Corporatio11 

Alvin E. Kraus 
Co11s11/ta111 to GEICO; 
Clrairman of tire Board, 
Crlterion Insurance Conrpany 

Melvin M. Payne 
Clrairnran of the Board, 
National Geographic Society 

Joseph J, Sisco 
Partner. Sisco Associates 

William B. Snyder 
Presidelll, GEICO 

Daniel J. Callahan, Jr. 
Retired Senior Vice Presfrlent, 
The Riggs Natio11a/ Ba11k 
of Waslrington, D.C. 

Lorimer A. Davidson 
Chairnran Enicritus, 
GEICO 

Harvey B, Gram, Jr. 
Clrair1nan of the Board, 
Johnston, Le1non & Co., 111c. 

GEICO Corporation's Board of 
Directors consists of eleven 
members. Assisting the Board 
in the manr..gcn1cn~ of its 
responsibilities arc five Board 

Frank A. Weil 
Partner, Ginsburg, 
Feldman, Weil & Bress 

H. Edward Wrnpp 
Professor of Business Policy, 
Graduate School of Business, 
U11iversity of Chicago 

William K. Jacobs, Jr. 
P.rivate financial consultant 

David Lloyd Kreeger 
Honorary Clrairnran of 
tire Board, GEICO 

Committees. The names of 
those serving on the committees 
and primary committee func
tions are as follows: 



Audit Committee 

John M. Christie, Chairn1an 
Thomas E. Bolger 
Joseph J. Sisco 

Executive Committee 

Samuel C. Butler, Chairn1an 
John J. Byrne 
Paul J. H•nna 
Alvin E. Kraus 
H. Edward Wrapp 

Human Resources Committee 

H. Edward Wrapp.,, Chair1na11 
Samuel C. Butler 
Alvin E. Kraus 
Melvin M. Payne 
Joseph J. Sisco 
Frank A. Weil 

Investment Committee 

Paul J. Hanna, Chair111a11 
John J. Byrne 
John M. Christie 
Frank A. Weil 

Social Responsibility 
Committee 

Joseph J. Sisco, Chair1nan 
John M. Christie 
Paul J. Hanna 
Melvin M. Payne 
William B. Snyder 

In addition to recommending 
for appointment the Corpora
tion's Independent Account
ants, .the Audit Committee, 
which is composed entirely of 
nonmanagement Directors, 
monitors the Accountants' 

This committee exercises the 
powers of the Board of Direc
tors when the Board is 1101 in 
session, recommends plans 
relating to the development of 
corporate structure, reviews 
proposals .regarding merger or 

This committee reviews pro· 
grams relating to the develop
ment of human resources, 
including personnel and com
pensation practices; .education 
and training programs; and the 
introduction of external re
sources (both the hiring of new 
employees and retention of 
consultants). It recommends to 

The _Investment Committee 
authorizes the purchase, con
version, transfer and sale of 
stocks, bonds and of other 
securities within guidelines 
prescribed by the Board of 
Directors. 

This committee oversees the 
fulfillment of social respon
sibilities to shareholders, policy
holders, employees and the 
general public. lt reviews the 
Affirmative Action Program 
with respect to employment and 
upward mobility cf females, 

audits, reviews the auJit results 
with management and the 
Accountants, recommends 
changes to internal controls and 
accounting procedures, reviews 
the basis for determining inter
company charges and monitors 

affiliation with other companies 
and reviews proposals to enter 
new or expanded lines of 
business. 

the Board the compensation of 
the Chairman of the Board, 
Chief Executive Officer, Presi
dent, Executive Vice Presidents 
and Senior Vice Presidents, and 
fixes the compensation of other 
Officers, approves and adminis
ters compensation programs, 
elects all officers except the 
Chairman of the Board, Chief 

minorities and disadvantaged 
segments of society. The Com
mittee also monitors involve. 
ment in political action, par .. 
ticularly with respect to state 
legislative affairs, and reviews 
our responsibilities to society in 
the providing of insurance 
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compliance with the Foreign 
Corrupt Practices Act. The 
Internal Auditor reports direct
ly to the Audit Committee and 
functions as a staff thereto. 

Execuh'<le Officer, President, 
Executive Vice President and 
Senior Vjce Presidents, and 
approves ·Directors' compensa· 
tion. The Committee also rec
ommends proposed nominees 
for election to the Board by the 
Shareholders at the Annual 
Meetings. 

services and allocating 
charitable contributions. 



Directors and Officers 

Government Employees Insurance Company Criterion Insurance Company 

John J. Byrne •t 0 Alvin E. Kraus T0 

Chair111an of the Board Chairnian of the Board 
and Chief Executive Of]icer George F. Lewin ° 
Paul J. Hanna •t0 Presiderrt and Chief 

Vice Chairtnan of the Board Operating Ofjicer 

William B. Snyder t Senior Vice Harry I. Bond • 
President Presidents Charles T. Connolly • 

Senior Vice Richard C. Lucas ""T0 
Actuary 

Presidents Eugene J. Meyung Vice Marie G. Baker 
James E. Reagan Presidents Daniel J. Coughlin, Ill 
Louis A. Simpson •t0 

Donald K. Smith 1,1:t 0 
De Wayne C. Cuthbertson 

General Counsel 
Robert L. Green 
Treasurer 
Ernest M. Lucas 

Vice Martin Adler Legislative Counsel 
Presidents Actuary Andrew J. Lyons, Jr. 

Ralph L. Belford, Ill Gerald F. O'Neal 
Marion E. Byrd Clark E. Simcock 
Edward J. Clark Louis A. Simpson •t 0 

Theodore F. Culp Paul A. Sullivan, Jr. 
DeWayne C. Cuthbertson 
Thomas N. Exarhakis Medical Elaine W. Murphy, M.D. 
Alvin Kallman Director 
K. Thomas Kemp • 
Merrill D. Knight, Ill Secretary John M. O'Connor"" 
Ernest M. Lucas 
Legislatil•e Counsel 
Donald D. Messmer 
Olza M. Nicely 
Richard A. Olien 
Ross D. Pierce 
Walter R. Tinsley 
Edward H. Utley • Executive Officer of GEICO 

Corporation with titles shown. 

Treasurer Albert M. McKenney 
Additionally, Mesm. Byrne and 
Hanna are President and Chief 

Medical Elaine W. Murphy, M.D. 
.Financial Officer. respectively, 
Of the Corporation 

Director t GEICO Director 

!lecreiary John M. O'Connor• ° Criterion Director 
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Exhibit 22 

SlBSIDIARIES OF GEICO CORPORATION 

(1) Government Employees Insurance canpany (GEICO) is a wholly-owned 
District of Columbia property, casualty and liability insurer. 

(2) GEICO Properties, Inc. (GP!) is a Delaware real estate holding 
canpany wholly-owned by GEICO. 

(3) GEICO Washington Properties, Inc. (GWPI) is a Delaware real estate 
holding canpany wholly-owned by GEICO. 

(4) Criterion Insurance canpany (Criterion) is a District of Columbia 
property and casualty insurer wholly-owned by GEICO. 

(5) Government Employees Life Insurance canpany (GELICO), a majority
owned subsidiary of GEICO, is a District of Columbia life and health insurer. 

(6) Government Employees Life Insurance Conpany of New York (GELICONY), 
a wholly-owned subsidiary of GELICO, is a New York life and health insurer. 

(7) Government Employees Financial Corporation (GEFCO), a majority
owned subsidiary of GEICO, is a Colorado corporation primarily engaged in the 
business of consumer finance, ~FCO itself has a number of subsidiaries engaged 
in various aspects of the finance, industrial banking and insurance brokerage 
businesses which are incorporated in various states and the Federal Republic 
Of Germany, 

(8) GEICO Facilities Corporation is a wholly-owned Delaware property 
canpany. 

(9) Resolute Group, Inc. (RGI) is a wholly-owned Delaware general business 
corporation. 

(10) Resolute Reinsurance Ccrnpany, a wholly-owned subsidiary of RGI, 
is a New York daniciled insurer in the process of organization. 

( 11) Resolute Management Corporation, a wholly-owned subsidiary of RGI, 
is a New York management corporation. 
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