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For the Fiscal Year Ended ~cember 31, 1985 

Q 
carunission File No. 1-8012 

0 
GEICO CXlRPORATION 

~laware 52-1135801 
(Jurisdiction of Incorp:iration) (IRS Employer Identification No.) 

GEICO Plaza, washington, o. c. 20076 

Registrant's telephcne number (301) 986-3000 

securitie1:/'register~ pursuant to section 12(b) of the Act: 

Title of each class 
0 Name of each exchange 

on which registered 

Canrnon Stock New York Stock Exchange ,., - . 

ii ll!'A.., <:> 
Securities registered pursuant to Sec~~on 12(g) of the Act: ~~ f &t 4p ~tf}Jh. ~ ' ) 

,· .... 
0 

None . ~ff2i l?e ~'flJ it 

~ .. ~ .. ' \ ~~ !90'6' Jf 
· Indicate by check mark whether the registrant (1) has filed all r . C~"· q 
"' ports required to be filed by Section 13 or 15(d) of the se;,,.."Uritiek:r<-"'~. o ~«; · 

. <:± Exchange Act of 1934 during the p'ceceding"l2 m::inths (or for such "\/!v'COR'fo\l-'i>-
shOrter period that the registrant was required to file such re- .......... -~- '"" 

· p:irts), and ( 2) has been subject to such filing requiranents for c 
o tl:ie past 90 days. ) 

n YES X NO 

Aggregate market value of the voting stock held by non-affili~tes of 
the. registrant as of March 26, 1986 ............... $1,521,087, 732 ( 1) 

Indicate the number of s~1res ootstardirg of each of the registrant's 
classes of camocin stock, as of the latest practicable date. 

0 As of March 26, 1986 

C<;lllll)n Stock, $1,00 par value 17,412,382 shares 
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IXJCUMENTS. IOCORPORATED BY REFERENCE 

1. 

' 

2. 

. Portions of the GEig:> Corporation Annual 'Report to Shareholders 
for the fiscal year ended ~cenber 31, 1985 are incorporated by 
reference into Parts I and )I of this Form 10-K Re1')>rt. 

Portions of the GEICO Corporation Proxy Statement for the Anpual 
Meeting of Shareholders to be held on April 16, 1986 are in
corporated by reference into Part III of this Form 10-K ReP.Qrt. 

(1) Execpt as stated herein, the amount set forth as the aggregate 
market value of GEICO Gerporation's voting stock l;teld by non-affil
iates. is based upon th~ closing price of $88.50 per share of Canmon 

. Stock on the Canposite Tape for New· York Stock EXchange listed stocks 
for Maren 26, 1986., The amount e)CC:ludes the market yalue of 224.,950 
sh~res of Canmon Stock beneficfal;I.y bwned by the Registrant's di\\;ec
tors and executive officers (including 15,425. shares of Canmon Stock 
as to which said directors and/or executive officers discla;.im r!?ene-· 
ficial ownership) and includes the market value. of 6 ,850 ,000 shares 
of Camnon Stock beneficially owned by Berkshire Hathaway Inc. 
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GEICO Corporation 
Form 10-K Annual Report 

PART I 

~ness (GEICO Cog::oration and Subsidiaries). 
'-" 

GEICO Corporation (the "Corporation") was organized as a 
Delaware corporation in 1978. In 1979 it became the par~nt of 
Governnent Employees Insurance Canpany ("GEICO" or the "Canpany") , 
its principal subsidiary. Various subsidiaries of the Corporation 
are in the business· of providing insurance and financial services. 

GEICO, which has been engaged in the insurance business, 
since 1936, is a multiple line property and casualty insurer .primari
ly engaged in writing preferred risk private passenger autarobile 
and haneowners i.1surance. 'lb a lessar extent, GEICO also writes 
fire and extended coverage, professional and canp~hensive personal 
liability, excess business liability, boat and yacht insurance. 
Criterion Insurance Canpany ("Criterion") and GEia> General Insurance 
Canpany ("GGIC"l, subsidiaries of GEICO, both wr-~te standard risk 
priyate passenget(autanobile insurance. Criterion, with E!l".phasis on 
marketirg to military personnel, also,.,writes motorcycle insurance 
ar:d ·its subsidiary, Criterion Casualty Canpany, .. writes· nonstandard 

,::i:isk private passenger autanobile insurance. 

· Through wholly-owned Garden State Life Insurance Canpany 
("Garden State") and it:; subsidiary, GEICO Annuity and Insurance 
Canpany ,{"GEICD Annuity"), GEICO writes consumer-oriented life insur
ance, structured settlanent annui.ty policies and group life and 
health insurance marketed and administered by an unaffiliated inde
pendent specialty insurance canpany. other wholly-owned insurance 
related subsidiaries of the Corporation include: The Top Five Club, 
Inc., which specializes in marketing autanobile insurance to military 
personnel in the top five enlisted pay grades: International Insur
ance Underwriters, Inc. ("IIU"), which provides services, including 
an auto club, to military personnel as they are transferred overseas: 
GEICO Financial Services, Qnbfl ("GFS''), which sells autanobile 
policies to American military personnel through offices in Germany 
and which places unsecured loans for Governnent Employees Financial 
Corporation ("GEFCO"), a wholly-own~d sul;"tSidiary of GEICO: Plaza 
financial Services Canpany, formed prim?rily to facilitate the mar
keting of insurance products: and Resolute Group, Inc. ~Jhich, through 
its wholly-owned subsidiaries, Resolute R&insurance Canpany".'and 
Resolute Management Corporation,. writes both danestic and foreign 
property and casualty reinsurance. 

In addition to these insurance related subsidiaries, 
financial services are provided by GEFCO which, directly or through 
one or more subsidiaries, is in the business of consuner and business 
lending, industrial banking and timeshare marketing and se1vices, 
and GEICO Investment services Canpany ( "GEIVES'I''), a registered 
investment adviser and broker-dealer which is wholly-owned by the 
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Corporation. GEIVEST provides investment management and adminis-. 
trative services to GEICO Investment Series Trust (the "Investment 
TrUst") and to GEICO Tax Advantaged Series TrUst ( tl:)e "Tax Advantaged 
Trust") and is investment adviser to The Growth FUnCJ of washington,. 
Inc., an equity fund. GEIVEST is the distributor of shares of 
Government Securities Cash FUnd, a no-load money market mutual fund 
which is a series of the Investment TrUst and of shares of GEICO 
Adjustable Rate Preferred FUnd, a no-load mutual fund wh:Pch is a 
series of the Tax Advantaged TrUst designed specifically for cor
porate investors. GEIVEST also,provides other financial and invest
ment services to the public. 

Other subsidiaries of the Corporatiori include Plaza Re
sources Canpany, which is engaged in oil and gas exploration and 
other investmi~nt ventures including underwriting financial guaranty 
insurance through its wholly-owned subsidiary, Financial Insurance 
Risk Management, Inc., and several real estate/ property canpanies: 
Maryland ventures, Inc,, GEICO Facilities Corporation, GEICO Prop
erties, Inc. ( "GPI") and GEICO Washington Properties, Inc. 
( "GWPI"). 

Personal lines ~roperty and casualty insurance is the 
Corporation's daninant business sa;iment, although other insurance 
and financial service products are marketed, 

Seasonal variations in the business of the Canpanies are 
not material. M1ile extraordinary weather conditions or other 
factors may fran tiroe to tiroe have a noticeable impact on the fre
quency or severity of autanobile or haneowners claims, such impact 
has not traditionally been material. However, in 1985 record-break
ing weather related catastrophe losses were incurred, including over 
$7 million of catastrophe losses for GEICO's haneowners business. 

Each of the Corporation's insurance canpany subsidiaries 
is subject to regulation and supervision of its respective insurance 
business in each of the jurisdictions in which it does business. In 
general, the various state laws establish supervisory agencies with 
broad administrative pov.iers. Those powers relate to the issuance 
and revocation of licenses, standards of solvency, regulation of 
premillll rates and investments, form and content of financial state
ments, methods of accounting, policy forms and reserves. In general, 
such regulation' is for the protection of policyholders rather than 
shareholders. such regulation and the requirements for prior ap
proval in certain states of new or revised forms and rate schedules 
may impair the ability of the insurance canpany subsidiaries to take 
timely action to resi;ond to newly perceived trends or claim experi
ence. GEIVEST is regulated by the federal goverm1ent and the various 
states in which it is licensed. The primary purpose of such regula
tion is to protect the.investing public. 

The United States Congress is currently reviewing the 
federal tax laws as they apply to the property and casualty insurance 
industries. The outcane of such review is uncertain at this time. 
The Congress and certain state legislatures are considering the 
effects of the us~ of sex as a basis for rating classification and 
its use also has been and is being challenged in the courts. 
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'llle inst.irance industry is highly canpetitive. GEICO 
currently canpetes .most directly with the other canpanies, including 
mutual canpanies, that concentrate on preferred risk private pas
senger autanobile insurance. As the pressures on canpetitors fran 
mounting and continuin;i underwriting losses increase, canpetition, 
particularly fran insurers which may have a larger capital base or 
a broader policyholder base or may be <Ible to realize econanies of 
scale fran a more diverse operating organization, may also be expect
ed to increase. Although most insurance canpanies are stock can
panies like GEICO, in 1984 mutual canpanies wrote approximately 
thirty-three percent of all property and liability insurance in the 
United States. Mutual companies may have a canpetitive advantage in 
that certain earnings inure to the benefit of policyholders rather 
than to shareholders; in certain instances, however, stock canpanies 
can pay dividends to their policyholders. In 1983·GEICO accrued 
$16.l million for policyholder dividends of which $13.9 million was 
paid in 1984 and the remainin;i $2.2 million was paid in 1985. 

The latest available statistics as published in the 
National Underwriter reveal that, based upon 1984 earned praniums, 
the GEICO Companies was the tenth largest autanobile insurer group 
and GEICO was the fifth largest stock autcmobile insurer in the 
United States. 

As of Dacember 31, 1985 the Corporation and its subsid
iaries had. 4 ,482 ful!.-time employees and 1,010 part-time employees. 
A number of benefits are provided or made available for full-time 
employees including profit sharing, savings, pension and employee 
stock ownership plans and various insurance prograns. 

PRINCIPAL BUSINESS SEGME.'NTS 

The information concerning GEICO Corporation's personal 
lines property and casualty insurance business required by the re
mainder of this Item 1 is contained in its 1985 Annual Report to 
Shareholders under the caption "Business Segments" on pages 12 
through 15 and Note N of the "Notes to Consolidated Financial State
ments" contained on page 39 and is incorporated herein by reference. 

Item 2. · Properties. 

Through several of its real estate/property subsidiaries, 
the Corporation owns its headquarters building (the 428,400 square 
foot GEICO Plaza in Chevy Chase, Maryland), its 250,000 square foot 
Regional Office Buildings in \\bodbury, New York and Macon, Georgia, 
certain of its claims drive-in facilities and certain additional 
properties. 

GEICO also leases office space and drive-in claims facil
ities in various cities in the United States. 'lllere is sufficient 
capacity at these facilities to accanmodate the Corporation's fore
seeable requirements. In addition, GEICG maintains and continually 
upgrades sophisticated electronic data processing equipnent and 
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telecanmunications facilities to .. enable it to process·.applicatioris 
and claims efficiently. 

•; \\ \\ 

Item 3. Lt-gal Proceedings. 
Ii, 

There are no ~i:erial legal ~proceedings to which the Cor
poration is a party or; of which the property ·of the Corporatton is 
the subject. " 

Item 4. 
r 
'-y' • 

Sutmission of Matters to a Vote. of Security Holders. 
•.• 

NOt Applicable. 

Executiv~ Officers of the Registrant. 

, Information regarding executive officers of GEICO Corpora
tion is set forth below. · Each officer holds such office until the 
ne~t annual election of pfficers, which is held at the first meeting 
of the Board of Directors after the annual meeting of shareholders, 
called to be held on April 16, 1986, and until his/her successor is 
elected. 'lb the best knowledge of the Corporation,• there are no 
fanily relationships anong any of such officers or am::>ng any of such 
officers aoo any directors nor any arrangement or understandirg 
bet1>.een any such officer and any other person pursuant to which any 
such officer was elected. 

Richard c. Lucas, 59, has been a director of GEICO since 
october 1979 and .Senior Vice President since July 1978, having been 
an officer since 'May 1977. Mr. Lucas served as Senior Vice President 
of the Corporation fran January 1980 to May 1982 and was its Control
ler fran NOvember 1978 until January 1982. Mr. Lucas is or has 
been a director and/or an officer of various other subsidiaries of 
the Corporation and GEICO and since September 1981 has been a direc
tor of AVEMCO, a holding ccmpany engaged, through subsidiaries, in 
the general aviation insurance and related businesses and in which 
the Coqoration (through Criterion) owns a 33.3% equity investment. 

Eugene J. Meyung, 60, was elected President of GEICO in 
Febtuary 1986, f.1 director in May 1981 and Executive Vice President 
in September 19Sl. Fran $Elptember 198Q to September 1981 he was a 
Senior Vice President of GEICO; he hasLbeen an officer since July 
1978. Mr. Meyung also serves or has sei:v'~:a as a director and/or an 
officer of several subsidiaries of the Corporation and GEICO. 

Olza M. Nicely, 42, was elected a director and Senior Vice 
President of GEICO in September 1985 1 having served as vice President 
since September 1980 and an officer since March 1973. Mr. Nicely 
also serves as a director and/or an officer of several subsidiaries 
of the Corporation arrl GEICO~ · 

James E. Reagan, 61, was elected a director of GEICO in 
May 1981: he has served as Senior Vice President since August 1979 
and has been an officer since March 1964. Mr. Reagan also serves or 

-6-

" 

" 



I 

' 

D 
0 

' ' 
has served as Chairman of the Board, a director and/or an officer of 
several subsidiaries of the Corporation and GBICO. 

ii 

Louis A. Simpson, 49, 'c'aS elected vice Chairman of the 
Poa;:ct of Directors of the Corporation in July 1985, a director of 

0 

the Corporation in May 1983, Senior Vice President of GBICO in August 
1979, a director of GBICO in October 1979 and served as Senior Vice 
President of the Corporation Eran August 1979 to July 1985, Mr. 
Simpson is Chainnan of the Board, a director and/or an officer of 
various other subsidiaries of the Corporation and GEICO. Mr. Simpson 
has also serv~ as vice president of GEICO Investirent Series Trust 
fran 8eptember 1981 to January 1986 and of GEICO Tax Advanta;ied'' 
Series Trust fran May 1984 to Novanber 1985. 

Donald K. Smith, 53, was elected Senior Vice President of 
the Corporation in January 1980:; General Counsel in Decanber 1978 and 
has been Senior Vice President and General 'Counsel of GEICO since 
March 1977. He has been a director of GEICO since May 1979, an 
officer since January 1969 and is or has been a director and/or an 
officer of •arious subsidiaries of the Corpdration ·and GEICO. Mr. 
Smith has also served as General Counsel of GEICO Investment Series 
Trust since Septanber 1981 and of GEICO Tax Advantaged Series Trust 
since May 1984. 

Willian B. Snyder, 56, was elected Chairman of the Board 
and Chief Executive Officer of the Corporation in July 1985, Presi
dent in September 1981 and a director in May 1980; Mr. Snyder was 
elected Chainnan of the Board of GEICO in Septanber 1985, Chief 
Executive Officer in August 1983, a director in May 1979 and was 
President fran February 1980 to Feb1-i.1ary 1986, having served GEICO 
as an officer since March 1977. Mr, Snyder also serves or has 
served as Chainnan of the Board, a director and/or an officer of 
various other subsidiaries of the Corporation and GEICO and has 
served as a Trustee of GEICO Investirent Series Trust since Septanber 
1981 and of GEICO Tax Advanta;ied Series TrUst sirice May 1984. 

w. Alvon Sparks, Jr., 50, was elected Senior Vice Presi
dent of the Corporation and GEICO in September 1982 and a director 
of GEICO in May 1982, He previously served as Vice President of the 
Corporation fran November 1981 to September 1982 and January 1980 to 
August 1980 and of GEICO fran Novanber 1981 to Septailber 1982 and 
fran July 1978 to August 1980, havirg served as President and Chief 
Executive Officer of GEFCO and its wholly-owned subsidiaries frcm 
August 1980 to November 1981. Mr. Sparks also serves or has served 
as a director and/or an officer of several subsidiaries of the CoL
poration and GEICO. Mr. Sparks has also served as a TrUstee of 
GEIOJ Investirent Series TrUst since June 1982 and of GEICO Tax Ad
vanta;ied Series TrUst since May 1984. 

Edward H. Utley, 56, was elected a director of GEICO in 
May 1984; he has served as an officer since July 1973 and as Senior 
Vice President fran July 1984 to January 1986, when he was elected 
President of Criterion. 
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Item 5. 

() 

PART II u 

Market for the /;~;.:2strant' s Carmon Stock ancf Re1at~ 
'' Security Holde1'1Y'a~t;:;t::..e::::r:.:s::..:..::-=-===-==;:.:_=:::...:==='-

In response to this Item the material under the caption 
"CCirn!Pn Stock Market Prices and oividends" (page 24) and the final 
paragraph of Note C (page 34) of the Notes to Consolidated Financial 
Statements in the Corporation's 1985 Annual RepJrt to Shareholders 
is incorporated herein by reference. 

Item 6. Selected Financial Data. 

In respJnse to this Item the material under the caption 
"Selected Financial Data" (pages 16 and 17) in the Corporation's 
1985 Annual .RepJrt to Shareholders is incorporated herein by re-
ference. 
c• 

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

Thg' response to this Item is incorporated herein by re- ,.,, 
ference fran the material .under the caption, "M:magement's Discussion 
and Analysis of Financial Condition and Results of Operations" 
(pages 18 through 24) in the Corporation's 1985 Annual RepJrt to 
Shareholders. 

Item 8. 
() 

Financial Statements and Supplementary Data. 

In response to this Item the consolidated financial state
ments and the notes thereto contained in the Corporation's 1985 
Annual Report to Shareholders (pages 25 through 39), supplemental 
Financial Information on the Effects of Chang ing Prices (page 40) 
and the QUarterly Highlights of Operating Results (page 41) are 
incorporated herein by reference. 

Item 9. 

Item 10. 

Disagreements on Accounting and Financial 
Disclosure. 

None 

PART XII 

Directors and Executive Officers e;ff the Re
gistrant. 

The information required by this Item with respect to 
directors of the Corporation is incorporated herein by reference 
fran the Corporation's definitive proxy statement filed.with the 
Caarnission pursuant to Regulation 14A under the Securities ·Exchange 
Act of 1934 (the "Act"). 'Ihe information required by this Item with 

Cl 
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respect to exeg).1tive officers of the Corporati;in>is incJ-ude9 in 
P!3rt I, <J( ' 

u 
Itan 11. Executive Canpensation. u 

0 

The infonnat,ion. required by this Iten'J is incorporated 
herein by reference fran .. the Corporat:i:bh' s definitive proxy statanent 
filed with the Canmissiori pursuant to Regulation 14A under_ the Act. 

(.' ~ t:•• 
' - 0 ::~ 

Itan 12, Security ownership of Certain Benef:i!cial 
,,, owners and•"Managanent.. '\Ji '' 0 

.c'The information required by this Itan is incorporated 
herein by reference fran the section entitled "Beneficial ownership 
of Stock" in ~he Corporation's definitive proxy statanent ffled 
with the Canmiss.ion pursuant to Regulation 14A under the Act. 

Itan 13. Certain Relationships and Related Transac
tions. 

() 

The infm:mation required by this Itan is incoq:orated 
herein by referencecfr'an the Corporation's definiti•Je proxy statement 
filed with the Canmission pursuant to-~egulation 14A undei:;. the Act. 

'"._._.' ·:' ~· 

Itan 14. 

PART W 

Exhibits, Financial Statane,'it.-Schedules and 
Reports on Form 8-K 

0 
(a)(l) and (2) List of Financial statanents and Fihancial 

statement Schedules 
,, 

0 ~ 0 
The folla.vin;i consolidated financial statanents of GEICO Corporation 
and subsidiaries, inc~uded fr1 the Corporation's Annual 13eport to 
Shareholders for the year ended ·necanber 31, 1985, are incorporated 
by reference in Itan 8: 

Consolidated Balance Sheet - Decanber 31, 1985 and 1984 

Consolidated Statement of Incane - Years Ended Decanber 31, 1985, 
1984 and _1983 ·· 

..:• 

Con..,"'Olidated statanent of Shareholders' Equity - Years Ended 
Decanber 31,Dl985, 1984 and 1983 

Consolidated Statanent of Chan;ies in. Financial Position - Years 
·. Ended Decanber 3l;'Jl985, 1984 and 1983 

No~rs ~o Consolidated Financial, Statements The folla.vi.n;i financial 
information is included in resi;onse to Itan 14(d): 

" v 0 ,, 
! ! 
,,_/ 

-;9-
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D 

·O 

0 

t) 

0 

?: .· 
·1·, 

' @ 

'• 

" 
" 
0 

,, 
: 

.,, 

.•'00 

0 

" 

\'.t 
15)' 

0 

. _ I] 

Report of. IndepYpdE)nt Accountants, 

schedule I - •S;.uwiary of Investments Other Than 
Investments in.; Related P~rties , .; · 

Schedule n/ - tondensed Einanci.3J. Information 
of Registrant 

(l 

Schedule VI - Reinsurance 
':: \~ \k· \-, .:.;, 

Schedule X - Supplemental Informat'±oir Concerning 
Prcperty/caS'ual ty ''Insuc,ance. 0peraeions 0 

J?age NO, t17 • 

Page No. 18. 

Page Nos. 19-22;1 ,, 

... Page No~ 23 • 
• >:: 

Page Jll<:>. 24. 
c .. ' ~} • (~ 

(',1 

·All other schedules to the consolidate.d~tnancial ~i:~t~f.1ts r~ii~ 
by Article 7 of Regulation S-X are not-requii::ed under the}related .. · 
instructions or are inapplicable and therefore have been .cmitted.r ·' ·:o 

- - .,! ---

Financial statanents of unc;qnsolidated af.filiates and 50% ·or less 
owned persons accounted fo;j"by the ~ity method have bee.n anitt€d 
~cause they do not, consi'c:tered indivijually or in . .:,th§l aggregate, 
constitute a significant subsidiary, ·· ., : '> 

(a)(3) Exhibits 

The follCMin;J exhibits are included in re~p::m!,le tq. Itan 14(c): 

Exhibit No. •. '! •. Description Reference 

3-a 

3-b 

4-a 

9 

10-a 

Certificate of Incorperatior.. 

c . 
Bylaws of GEICO Corporation 
as anende:h 

Spec~n certificate repre
senting the cmuron stoc;k, 

$1. 00 par:' value,, 
>,.' 

!~; 

Exhibit 4 f.o·~~ue No. 
2-63138 on Forrn'.is-14. 

0 ,. 

Page No. 26. 

Exhibit 6(c) to File 
No. 2-63138 c;:ri Form 

S-14, 

(Copies of certain indenture!;;, which in the aggtegate do ' 
not represent securities \\Orth as much as ten percent of ·• 
the total consolidated assets of GEICO. Corporatiori, will · 
b'3 furnished upon request,) ,. · 

Pr01".Y Agreemeri't betv.eE!n Berkshire 
Hatnaway Inc. ard Suburban Trust 
Canpany; 

J;lnPloyment Pgr.'eement .l:JEitween 
John J, Byrne:cand GEICO Corporation 
dated August 23; 1985. :• 

\\ 

" Exhibit 7 to GE:);CO's n'>' 
Annual Report «;l~.)Fol:l]I .. · 
10-K for the fiscal 
yeaf! ended .Decanber 
31, 197•7. \.l 

Exhibit 10-a of Form 
.SE filed in connec
tion with .GEICO ~or
poration' s Annual, 
Report on Form 10-l< 
,for the fiscal y~3.r 
ended.Decanber 31, 
1985. 
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Buployment pgreanent Between 
Paul J. Hanna and GEICO effective 
July 1, 1978. '' 

(j l~ 
Arrendment dated August 26, 1985 
to Paul J. Hanna Elnployment 
Pl;)reement. 

Consulting pgreanent be~en 
Richard G. Rosenthal and GEIOO 
Corporation dated .January 1, 1985. 

0 0 
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Consulting Agreement~·between John 
:G._ Steggles and GEICO Corporation 
dated June I, 1985. .. 

·.:._. 

. --~ Consulting l'greemenc between 
H. Edward. Wrapp am GEICO Cor
J:.X>ration dated June 1, 1985. 

Goverrnnent Employees Insurance 
. Canpany' s 1973 Stock Option Plan 
· as amended. 

Form of Option Agreement under 
1973 Stock Option P~n, as 
amended, togeth~I:' with form of 
Notice of Intent to Exercise. 

\) 

~ndments to Forln of Option 
Agreanent under 1973 Stock 
Option plan (for anployees 
grantect'.uore than $5C>,OOO worth 
,fil' options) • 
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Exhibit 9 to GBICO 
OOrpc:>J:-at'lbn(s Annual 
Report 'ofi Fo'rm 10-K 
for the fiscal year 
ended Decanber 31, 
1978. 
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Exhibit 10-d of Form 
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tion with GEICO Cbr
i:.x>ratio,n' s An'hual 
Rei:.x>rt' on Form l O"'K · 
for the fiscai year . 
ended December 3L 

Q 1985. " 

Exhibit 10-e of Form 0 
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tion with GEICO Cor
i:.x>ratjc;m '. s Annual 
Rei:.x>tt: on Form 10-K 
for.the fiscal year 
ended December 31, 
1985. \\ 

Exhibit 10-f of Form 
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ti9n with GEICO eor
p0ration' s Annual 
Re~rt on Form 10-K 
for the fiscal year 
ended December 31, 
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Exhibit 10-c to GEICO 
Corporation's Annual 
Rei:.x>rt on Form 10-K 
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ended December 31, 
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Exhibits 9-b and 9-d 
to GEICO's Annual Ril
p:;i_rt.'on FOIIll, 10-K for 
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Decanber 31, 1973. 
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~nn of Non-OUalified stock Optfon 
~reement, as amended. 

~ 
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Stz9G~ Option Plan For Key El:n- ' 
ploYees of GEICO Corporation arrl 
its subsidiaries ( "1985 Plan"•), 

(· -

0 

a "(\ - - . --
Fonn of Incentive Stock Option', 
Pqreemeht Under: 1?85 Pla~.0 

Fonn of Incentive Stock Option 
Pqre~nt With Stock l\pprecia- !.) 

tion Rights Under 19~5 Plan. 

0 

Notice of election 'i:o ex~rcise 
stock options and/cir stock ap
preciation rights w\de.r the 1985 
Plan. 

C1 
Statement of 1986 Incentive Bonus 
Progran. 

Statement of 1985 Incentive Bonus 
Program. 

}°\ 

D3ferred Car;pens\l'tion Plan. 

-.~1 

Perfonnan~e Share Plan, as 
amerrled. 
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EXhibit 10-p to GEICO . 
' Corporation' s AnnR._al 
Repol(,~.c.fl~ FOl:'!l\ 10-<:) 

., for ttie•: fiscal year 
ended D3ca'nter 31, 
1981. 

Exhibit 10-g to GEICO 
Corporation's Annual 
Report on.Fenn 10-K 
for the 'fiscal year ' 
E')nded necanber 31, 
1984': .. lJ 

Exhibit 10-h. to GEICO 
,,corporation i ~ Anmfal • o• 
Report Ori Foi:m 10-K 
for the fiscal year 
ended D3c~r 1984. 

' Exhibit 10-i to GEICO 
Corporation's A1;1l)Ual 
Report on, Fonn')J,0,-K 
for·tne fiscal year 
ended Dece!inDer 1984. 

Exh~qit 10-n Sf Form 
SE f,, 1.ed in connec,
tion 'w'ith GEICX> Cor
poration's Annual Re
port on Form 10-K for 
the fisc?:il•year 

'Jended D3canber 31, 
1985. 

Page No. 41. 

Exhibit 10-j to GEICO 
Corp:Jration's Annual 
Report on Form lO}K 
for the fiscal year 
ended oocanber 31, 
1984. 

Exhibi.t 10 to GEICo 
Corporation's Annual 
Report on Fonn 10-K 

.-; for the fiscal· year 
ended D3canber 31, 
1978. 

Exhibit 10-,k to GEICO 
Corporation's Annual 
Report on Foilll 10-K 
for the fiscal year 

. ended D3canber 31; 
1983. 
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Ar)nual Report to Shareholders 
for the year e.nded Decanber,.31, 
1985. . . . 
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subsidiaries ,of GEICO Corporation. 

Consent of acca.tntants. 

0 

Infonnation fran reports" furnished 
to state insurance regulatory 
authorities• 
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Exhibit 13~of Foi:iit SE 
filed i'n connection 

f' with GEICO. Corpora-
' t~()n' s Ar)pual Repc)rt. 

·on· Form 10-K for the 
fiscal year endedo 
Th~canber 31, 1985. 

Exhibit 24 of Fm:m. SE 
filed in connec):ion a 
with, GEICO Corp6ra- .. 
tfon's J\llnUal Report .D 
on Foriit l~K for the' 
fi!lqal year erided 
oecenber. 31, was. 

0 

Exhibit 29 of Fm:n't SE 
Filed in Connection 
with GEICO eo[.pora
i::ion's Annual Repbrt 
on form lO~K for the 
fiS<=al year ended 
oe'banber '31., 1985 • 

( b) Reports on Form 8-K 

GEICO Corporation did not file any report on Form 8- · 
K during the thri;i.e ll'Onths ended Decanber 31, .1985. 
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Vice President and Controller, . 
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,. '·, >has been ,l;ignea beloW by the followiri9 ~rsons on behalf .of the registrant and 
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Wi iam B •.. Snyder o 
Chairman of the Board, President, 
Executive Officer arrl Director 

i.:.--:y·.1~ 
· . ll'homas E. Bblger 

Director 
_"Q, . 

RfChard G. Rosenthal 
Director 
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0 ANNUAL REPORI' ,,00 FORM 10-K 
,1• -

ITEM 14(d) 

rl 
FINANCIAL STATEMENT SCHEDULES 

YEAR ENDED DECEMBER 31, 1985 

GEICO CORPORATION 

WASHINGI'ON, D. C. 

' 
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Ernst &Whinney 

;: 

1225 Conjlecticut Avenue, N.W. 
Washingi\>n, D.C. 20036 ' 

:it 

202/862-6000 

REPORT OF INDEPENDENT ACCQUNTANTS 

To the Shareholders 

6 GEICO Corporation 

._, 

We h,;ive examined the consol,idated financial statements and re.lated schedules 
of GEICO Corporation and subsidiaries listed in Item 14(a)(l) and (2) of 
the annual report on Form 10-K of GEICO Corporation for the year ended 
December ·'31, 1985. Our examinations were made in accordance with genera.J-+y 
accepted auditing standards and, accordingly, included such tests of th~-Y 
accounting records and such other au_P,iting procedures as we considered 
necessary in the circums'tances. " 

In our opinion, the financial statements referred to above present fairly 
the consolidated financial position of GEICO Corporation and subsidiaries 

{) 

at December 31, 1985 and 1984, and the consolidated results of their 
op'?rat:ions and changes i,,, their financial position for each of the three years 
in the period ended December 31, 1985, in conformity with general iy accepted 
accounting principles a_pplied on a consistent basis. Further, it is our 
opinion that the schedules referred to above present fairly the information 
set forth t:herein in compliance with the applicable accounting regulations 
of the Securities and Exchange Commission. 

Washington, D.C. 
February 19, 1986 

-17-

~<r-tl.J~ 
ERNST & WHINNEY ~ 
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1b Tiie Shareholders 
GEICO (brporation 

. '.I 

" 

REPORT OF INJEP.ENDENT AcmUNTANTS 

C: 

'1-2. have/!examined the consolidated financial statanents and relatea schedules 
of, GEicO Corporation and subsidiaries listed in Item 14(a)(l) and ('2) of the 
annual rej?:>rt on Fonn 10-K pf GEICO Cm:poration for the year ended Decanber 
31, ·1905. Our examinations were made in accordance with generally accepted 
auditirg standards .,and, accordirgly, included such tests of the accountirg 
record!;> anq such other atiditing proeedures as we considered necessary in the 
cin.'Ulll5tanees. 

In our cpinion, the financial statanents referred to above present fairly 
~he consolidated financial position of GEIQ) Corporation and subsidiaries 
at Decanber 31, 1985 and 1984, and the consolidated results of their q_:ierations 
and changes in their financial pOsition for each of the three years in t~e 
period eroed December 31, 1985, in confonnity with generalily accepted accountirg 
principles applied on a consistent basis. Further, it is our opinion that the 
schedules referred to abOJe present fairly the infonnation set forth therein 
in canpliance with the, applicable accountirg regulations of the Securities and 
Excharge Canmission. .c·, 

Washington, D.C. 
February 19, 1986 

-17-

ERNST & WHINNEY 
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SCHEDUIE I - SUMMARY OF INVESThlENI'S - .drHER Tl-IAN INVESTMENI'S IN REI:ATED PARTIES " . 

Type of investment 

· Fixed· maturities: 

Bonds: 

~/t ,, ' 
\,.....>! 

united SJ:ates Goverrment and 
governrrent agencies and 
authorities 

states, municipalities and 
political subdJvis.ions 

Public utilities 
All other corporate booos 

Redeemable preferred stocks 
other fixed maturities 

Total fixed maturities 

Equitz securit~es: 

Canmon stocks: 
Public utilities 
Banks, trusts and insurance 
canpanies 

Industrial, miscellaneous 
and all other 

NOnredeemable preferred 
stoc~s 

Total equity securities 

strirt-tenn investments 

Total investments-

GEIC)) CORroRATIOO 
PECEMBER 31, 1985 

In thousands 

Cost (1) 

$ 206,029 
,, 

664,229 
12,710 
17,461 

237,798 
6,000 

1,144,227 

92,476 

16,684 

150,749 

81,765 

341,674 

61,309 

Sl,547,2l0 

Market 
value 

$ 209,898 ,_ - r; 

657,222 
14,596 
17,662 

258,972 
6,000 

$1,164 ,3,!jO "' 

,:,1 

$ 137,166 

19•,017 

··2.28,515 

931269 

$ 477,967 

Pmourtt ·at which 
shown in. Uhe. , 

Balance sheeb . 

1.:n " 
" 

0 ,, 
" ' $ 206,029 ,, 

' 
664,229' 
12.;110 

'" ,, 17 ,461 
237,798 

,,6,000 

1.144 ,227. 

137,166 

191017 

228,515 

93,269 

477,967 

61;309 

$1,683,503 

·:(1) Fixed· maturities at prrortized cost and equity securities at original cost. " 
0 
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,, SaIEDULE III - CONDENSJio t'tNANCIAt. 0 
•.J .- . INEORMATION OF !<ffiISTRANT 

GEICO· CX>RPORATioN 
( PA!<ml' qMP~) 

BALANCE SHE&T 
In Thotlsands /;fl . .. 0 . 

,, 
December 31, 

0 

· '• · · ASSETs , 

.::»' 

:o 

Q Q_ 
Q 

a ShOrt-\:eilll investments , , 
Fixed maturities, at. airortized cost (market,$51,245 

:, . arid $14 ,552) '' ,, 
EqUity securities, a.t market (cost $7,364 

· and $15,196) 0 

Invest:Irent.in subsidiaries (1) 
'cash .. ··· · . .. 
:Notes ~ceivable fran subsidiaries (1) 
Inctme.tax'benefit receivable 

~ Accrued invest:Iren.t incane . 
Dividerrls. receivai:he fran'subsidiary (1) 
Amounts due fran subsidiaries ( 1) o 

n 

l\moUnts receivable fran sales of seeurities 
Property and equiprent, at cost less,accu:nulated 

' depreciation of $401 and $127 
·' other assets-· 

Total Assets 

LIABILITIES AND SHAREHOLDERS' El:;JUITY CJ 

Liabilities: 
Accruel»expenses and other liabilities 
Amounts payable on purchase of securities 
Debt 

Total Liabilities 

Shareholders' Equity: 
Camon Stock 

'Paid-in surplus 
Unrealized appreciation of equity se911rities: 

Parent only 
Subsidiaries 

Fetained earnings: 
j?ar,ent only ,, 

o Subsidiaries 
Treasury Stock, at cost 

· Guaranteed bank loans of El'nployee stock OWnership Trust 

Total Shareholders' Equity 

Total Liabilities and s97reholders' Equity 

( 1)0 Eliminated in consolidation. 

See a2ecrnpanying note to condensed financial statanents. 
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1985 

$ 20.,207 

50,494 
I!'/ () 

:.8 ,236 
579/421 

1,332 
2,325 

837 
530 

.369 
246 ... 

~ 

3,389 
5,525 

: 

$672,911 

$ 27,149 
60 

130,066 

157,275 

32,056 
183,425 

1.,656 
95,952 

(,_\ 

373,523 
235,750 

(386,737) 
(19 ,989) 

515,636 

$672,911 

0 

1984 

$ 6,751 

15,287 

c-18.,249 
524,579 

474 
1,775 
J:,522 

718 
700 
452 

323 
5,768 

$576,598 

$ 22,324 
74 

133,799 
e ,, 

156,197 
(j 

32,036 
182,752 

4,73i 
65,610 

246,649 
210,282 

( 311,970) 
(9,689) 

420,401 

$576,598 

c 

0 

" 
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SCHEDUIE III ... OONOONSED F'INANcIAL " 
" INFORMATION OF REXiISTRANT 

,, - - - , , ·V ' - , ' 

GEICX) CDN?clRATION 
, . ( PAROO CG'IP.llNY} 

. STATEMENT OF INCa<IE . I! 

' In . Th()\)sands "" 

ci -,. 0 _.,_,. 
,, ·_ (!:,~_c~,4t·· 

.1'. 

0 

For The Year Ended Dece:nber 31, 

.a 

·. Revenu~1 

Dividerrls arrl distributions fran subsidi,aries 
Interest fran subsidiaries (1) 
ManagEitnent fees fran $ubsicjiaries (1) 
other invesbrent incane 0 

ottier. revenue 

TOtal Rever1ue 

Ex~!"i~i~S :'--' <!/ 
' G&.i1#i.'al and administrative 
· interest paid to GEICD (1) 
Other interest 

(]..' 

TO.tal Expenses 

Incane before incane tax benefit, equity in 
. undistributed incane. and realizea gains 
Incane tax benefit fran operations 

, Incane befo~e equity in undistributed incane arrl 
realized gains 

(1) 

Equity in undistributed operating incane (losses) 
of subsidiaries (1) 

'. Operating Earnings 
,\ 

11 Real'i.zed gains on salil' of investments 
Equity in realized gains on sale of 

••. ,, J investments by subsid~aries (1) 

. ''!( ·. ,; "~~t Incare -,,_ .. 
· .. ,-- ' 

· (1) Eliminated in consolidation. 

1985 

$150,500 
317 

7,221 
6,876. 

__ 1,463 

166,377 

15,294 
1.63 

16 ,104 

31,561 

134,816 
6,273 

141,089 

(63,450) 

77 ,639 

4,385 

88,555 

$170,579 l 
1\, 

See accanpanying note to condensed financial statanents. 

' 1984 1983 Cl 
.~ 

$108, 750 $ 73,000 
42a' £_) 157 

" 6,073 i. I 6,470 
6,973 6~754 J) 

241 175 
)1 

·. 122~862 86,159 
0 ;;'{:;·,, •. 

10,994 " 12,708 
21 

13,503 12,052 

24,497 24,781 

98,365 61,378 
6,913 7,614 

105,278 68,992 

.c (4,869) 25,832 

100,409 94,824 

1,055 750 

29,849 18 ,179 

$131,§13 $113,753 ·- =----·,1 

"~. ' 

D 

'.'l 

0 ,-_, 

0 '-', 
-20-
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e,,., ~\, ·o~TING ACTIVITIES . ' 
WI · Operatir:g earnii:gs • 
%•' .. , Charges (credits) to earnir:gs not inyS\lving J;~ds: 
!JI ~". E.ciuity in undist.ributed operatir:g (incane) losses 

. "of subsidiaries (1) . . 
Incane taxes 
Increase (dec~ase) in 'amounts due o 
subsidiaries •{l);. 

other'•,· o 0 

. - ,, ,-, 
Cash pravided fran operat'ir:g activities ,,· 

,~ ' .. 

,_-,, 

For The Year Ended Decenber 31, 
. 1985 1984 ) ~0 . 1983 

$ 77 ,639 

·-? 

63,450 
2,721 

8.3 
' 8 ,459 

152,352 

$100 •.. 409 Q 

4,86<;} .. 
( 1,105) 

$ 94,824 

''6 

(25;~32) .·.· 
12,102. 
\~I. 

(863) .. " . i' ,352 
4,200. 4,,270 ,'1')1 . 

107 ,510 o ~' ~5 ,716 rfai:~ . 
{J •Ji 

. DIVIIENl'.S PAID 1!'0 SHAREH()LDERs ·. 0 ,, . (18,237) (17,126) (l5,017f " 
,, 

FINANCING ACTIVITIES 
0 

Issuance of lor:g-tenn debt 
Repurcha5e of debentures 
Proceeds fran exercise of warrants and stock opti~ns 
Rurchase of Canrron Stock (Treasury) 
Reissuance of Canrron Stock (Treasury) 
Decrease in note receivable fran related party" 
other -. 

') Net cash flow fran financir:g activities 

Decrease (increase) in cash 

Net cash flow available for bwestment 

. INVESTMENT OF CASH FI.cw f': 
l?,Urchase of investments ·' ., 0 ., 

. Decrease (increase) in payable on security purchases 
sale of investments, net of related taxes 

'Net investment in (sale of) subsidiaries '(l) 
lncrease ( decrea§!}) in notes receiltable c,c 
'fran subsidiaries (1) '' 
Purchase of pr0J?3rty and equipnent, net 
other 
~ssl, · -· 

- Net investment of cash flow',/ 

fl') Eliminated in consolidation. 
) 

see accanpanyir:g note to condensed financial statanents. 
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0 

(12,878) 
693'' 

(86,244) 
11;477 

(4~032) 

Q) 

25,000 

559 
(103,027) 

1,915 
500 

3,519. 

25,169 
(70·,627)C\:!i. I 

4,327 .. 
• ·. 46.:f 
-:! (272)1~ 

(90,984) (71,534) (i (40,940) 

_ _.:..;( 8;..;;5.o.8 l 586 ( 273) 

$ 42,273 $ 19,436 $ 29,486' 

$103,323 $ 
14 

(64,414) 
(787) 

550 
3,342, 

245 

$ 42,273 $ 

11;212 
50,329 

(84f;l05) ) 
33,784 

" 
(:250) 

177 
2,229" 

19,436 

\:'...::~ 

$146,919 
c 49 ,140> . I 
(77 ;4'12) 

9,361 

250 
108 

$ 29 ,486 

I 
c, I 

I 

-~ 

\,j 
J 
0 

' (:) '2l'.< 
• .I 
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1
\l{JLE III '~ OJNDENSED FINANCIAL 
INFORMATION OF RffiISTRANT 

GEICO QJRPORATION 
(PARE.NT l.u.tPANY) 

'.:''' ' 

NarE TO OJNDENSED FINANCIAL STATEMENTS 

[) 

Th~ cordensed financial stat;enents of GEICO Corpc;~ation (parent caopan~) should 
be read in. conjunction with the consolidated financial statements and notes,_ 
theretb~CfocGEICO Co~ration aha subsid:laries incm:porated by reference in 'this 
Fonn 10..:K Annual Report. 

C1 
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GE!IOO cdRPOAATION . 
0 

THREE! YEARS ENDE!D DE!Ca-!BER 31, 1985 
''' " In Thousan.ds 

Gross 
amount 

ceaeq.to 
other· 

Assumed 
fran other 

canpanies' canpanies 
Year ended<•I:Jeqember31, 1985: 
Life 

0
in'surantj, in force 

. :l 

Prerniut1s earned: 

*Accident arrl health 
insurance 

" 0 

<:•. 

Property arrl liability 
insµrahce 

0 

' Life insurance: 
3 

C3 0 
Tot0J,'.0 prernilD11S earned 

' 
(-; 

Year ended December 31\t, 1984: 

$1,579,644 

$ 35 ,042 

994,957 

13,250 

.. $1,,043,249 

Life insurance in forcEJ $ 
0 

Pibiuns earned: 

*Accident ar:rl health 
\-,' 

insurance $ 1,163 . 

Property and liability 
0 insurance "· . ::-· 

850,261 

Life insurance 8,222 

Tutal<:prerniums earned $ 859,646 

$321,948 $ ----

$ .3,579 $ 9,358 
c 

39,209 68,934 
((' 
11 711 
.. 

$ 43•;499 $ 78,292 
~· 

$213,072 $ 

$ 1,250 s. 1,823 

33 ,026 47,443 

(==' 4€4 724 

$ 34,740 $ 49,990 

•• - Q:-, '>iii!J ''-Year ended December 31, 1983: 
'· . Life 'insurance m force $ 228 ,955 $138,719 $132,487 

" - • _ .Cl Premiuns earned: j)_ ,. 
,_\ :/ 

-· . *Accident arrl health ' ·;. 

<Jinsurance $ 1,108 $ 231 $ (702) 
-

Property and liability 
in~;urance 764,476 24,387 26,343 

Life insurand~ 1,797 1,051 963 
" 

Total prerniuns earned $ 767,381 Q$ 25,669 $ 26,604 

Net 
amount 

$1,257,696 

$ " 40,82;1. 

~· l,0~4,682 

12,539' 
c'.) 

$1,078.,042 

:.:..'' 

" 

"-:./ 

~rcent<lJe 
of anount 
assl.llled. 
to net 

23% 

" 
7% 

$ 523,429 !.\'"~, 
.-r,1\\ 

$ 1,736 105% 

864,678 5% 

8,482 9% 

$ 874,896 

$ 222,723 59% 

$ 175 

766,432 3% 

1,709 56% 

$ 768,316 

* Includes prernilDllS earned by lif~insurance and property/casualty insurance subsidiaries. 
() 
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Affiliation · 
with 

>Registrant 
,'. -~;-· ' ;J·. -. 
'consolidated 
-·property 
and casualty 
,sUbsidiaries . 

· ' Y~~r: erxled 
· bece:nber 31, 1985 

Year ended. 
- . Dacember" 31, 1984 

. ,q .:> 

; ' Year ended 
. [lece:nber 31, 1983 

i:~~_:;;:-::-· 

0 

· eoluno a.·· 

Deferred 
R>licy 

Acquisiti&n · 
costs 

I . 

I $55,980 

$44.,941 

".j 

Column C 

Reserves·· for 
Unpaid Losses 

and Loss 
lldjustment 

Expenses 

c 

$698,623 

$580,154 

ColumnD 

Discount;· 
if any 

[)ed\lcted in 
eolunn c 

o. 

-
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Colunn E 

Unearned 
Premiuns 

$640,424 

$509,510 ··-··-·=-=---

Column F 

Earned 
Premiuns 

$1,028,234 

$ 866,241 
.... =-·=-= 

$ 766,436 

Col~n G 

Net 
Investment 

!ncane 

$102,682 

Ii;· 

\\ 
l .. ''i 

ColtinnH 
Ii 
,! 

· Loss and l:.oSs 
Mjustment EJCP9nses '" 
Incufred Related to• '' 

(l) ( 2) 
current Prior 

Year Years· 

.. 
(.",• 

0 JI, 0 
fl 

$893,19g $(16,602) 

,, 
$ 94 ,057 //$733,418 $(44,670) .... '// -~ --./ /t 

,} ,,.f' 
/ 

$ 83;861 $619,154 $(47,483) ----

0 

,...,, 

e 

q 



.$ 91;614 
·=> 

0 

,; 

$ 74,013 

" ,·.;, .. , 
~~~~{.::.~\ 
f{'.$. 61; 810 
r~ 
~· < ;; 

" ' CollD1ITT J 

0 Paid 
·Losses· 
.ana·.U>Ss 

Pdjust:nent 
Expenses 

$758,128 

$634,936 

$563,398 

ColumhK 

Premiums 
Written 

$1,159,148 -
$ .923,814 

$ 800,186 

-~ 
0. 

@ 

0 

// 

i 

I 
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BYLAWS. 

of 

GEICO CORPORATIOO 

ARTICLE I 
Offices 

Rev. 4/10/85 

. .· . . . . . . SECT!~ 1. . Registered Office •. The registered 
office of the Cntp:>ration ih the State of Delaware shall be at Cot-' 
poration Trust Center, 1209 Dra!YJe street, City of Wilmirgtoh, County 
of New castle. '!tie nane of the registered agent in charge thereof is 
The Corporation Trust Conpany. 

SOCTION 2. other Offices. '!tie Corporation may 
also have offices at other places either witlun or without the State 
l'.lf Delaware. · 

0 

ARTICLE II 
Meetings of Stockholders 

SECTION 1. Annual Meetingsi PUrposes. At each 
annual,. meeting, the stockoolders shall elect the mernbers of the 
Board of Directors for the succeeding year. Annual ineetirYJS shall 
be held at such place (within or without the state of Delaware), 
date arrl hour as shall be designated in the notice thereof. At any 
such annual meetirYJ any proper business properly brought before the 
meetirYJ may be transacted. 

To be prq;ierly brought before an annual ineeting, business 
( i) llUSt be specified in the m::>tice of the meeting (or any supplanent 
thereto) given by or at the direction of the Board of Directors, 
(ii) otherwise properly brought before the meetirYJ by or at the 
di?~ction of the Board of Directors or (iii) other.rise properly 
brought before the ineeting by a stockhGlder. For business to.be 
prqierly brou;iht before an annual meeting by a ':;tockholder, the 
stockholder .must have given written notice ther~of, either by 
personal delivery or by United States mail, posta;;ie prepaid, to the 
secretary of the Corporation, 119"'Jater than 90 days in advance of 
such meetil'g (provided that if 1<:lc},~e annual ineeting of stockholders is 
held earlier than the third ~esday in April, such notice must be 
given within 10 days after the first plblic disclosure, which may 
include any public filing with the Securities and Exchange Camnis
sion, of the date of_ the annual ineetirYJ). Any such notice shall set 
forth as to each matter the stockoolder proposes to brirYJ before the 
annual ineeting ( i) a brief description of the business desired to be 
brought before the meetirYJ and the reasons for conducting such l:Jusi
ness at the meeting arrl in the event that such business includes a 
proposal to anend either the Certificate of Incorporation oi:: Bylal© . 
of the Corporation, the language of the prqiosed anendrnent, (ii) the 
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nane arrl a:'ldresm of the stockholder prcposing such business, (iii) a 
representation that the stockool:der is a hblder. of record of stock _ " 
of the Corporation entitled to vote_ at -such meeting and intends to 
appear in person ?r by proxy at the rooeting to propose such business, 
arrl (iv) any material interest of the stockholder in such business. 
No business s_!lall be corrlucted at an annual rooeting of stockholders 
except in accordance with this paragraph, ard the chairman of any 
annual rooeting of stockhblders may refuse to pennit any business to 
be brooght before an annual meeting witrout canpliance with the 
foregoing procedures. 

SECTION 2. Special Meetinga. A special meeting 
of the stockhblders for any purpose or purposes may be ca_lled by the 
Board, the Chairman of the Board, or the President to to be held at 
such place (within or without the State of Delaware) , date and hour 
as shall be designated in the notice thereof. 

sEcrION 3. Notice of Meetings. Except as 
otherwise_ expressly required by law, notice of each meeting of the 
stockrolders shall be given not less than 10 nor more than 60 days 
before the date of the meetihg to each stockholder entitled to 
vote at such meetiaj by mailing such notice, postage prepaid, direct
ed to the stockholder at his a:'ldress as it, appears on the records of 
the Corporation. Every such notice shall state the place, date and 
hour of the meeting and the purpose or purposes for which the meeting 
is called. Except as otherwise expressly required by law, notice of 
any adjourned meeting of the stockholders need not be given. Notice 
of any rooeting of stockholders Ghall not be required to be given to 
any stockholder who shall atterd such meeting in person or by proxy, 
except l<tlen the stockholder attends a meeting for the express purpose 
of objecting, at the beginning of the meeting, to the transaction of 
any business because the meeting is not lawfully called or convened. 
A written waiver of notice, signed by the person entitled thereto, 
l<tlether before or after the time stated therein, shall be deemed 
equivalent to notice.· ·-

SECTION 4. List of Stockholders. It shall be 
the duty of the Secretary or other officer of the Corporation who 
shall have charge of its stock ledger to prepare and make, at least 
10 days before every rooeting of the stockholders, a canplete list of 
the stockholders entitled to vote thereat, arranged in alphabetical 
order, and showing the address of each stockholder and the nunber of 
shares registered in'~the nane of each stockholder. Such list shall 
be open to the examination of any stockholder, for any purpose 
germane to the meeting, during ordinary business rours, for a period 
of at least 10 days prior to the rooeting either at a place specified 
in the notice of the meeting within the city l<tlere the meeting is to 
be held, or, if not so specified, at the place l<tlere the rooeting is 
to be held. Such list shall also be produced and kept at the time 
and place of the meeting during the whole time thereof, and may be 
inspected by any storkh,lder who is present. 

sEcrION s. - Quorun. At each meeting of the 
stockholders, except as otherwise expressly required by law or by 
the certificate of Incorporation, stockholders holding a majority of 
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the shares of stock of the. Corporation issued am ootstaming, am 
entitled. to be voted thereat, shall be present in person or by proxy 
to CO!l$titute a quorum for t;he transaction of business. In the 
absence of a quot'l.lll at any such meeting or any adjourrment or ad"
joorrments .thereof, a majority in. voting interest of those present 
in person or by proxy am entitled to vote thereat, or in the absence 
therefran of all the stockho+ders, any officer entitled to preside 
at, or to act as secretary of, such meeting may adjourn such meeting 
fran time· to time until stockholde~ holding the anount of stock 
requisite for a qoorum shall be present in person or by proxy. At 
any such adjourned meeting at which a qwrum may be present aryy 
business may be transacted which might have been transadted at the 
meeting as originally called. 

SOCTION 6. organization. At each meeting of 
the stockholders, one of the following shall act as chainnan of ti}~ 
meetir'g and preside thereat, in the following order: of precedence!-' 

(a) the Chainnan of the Board; (b) the Pre-
sident; 

(c) any other officer of the Corporation 
designated by the Board or the Executive Canmittee to act 
as chairman of such meeting am to preside thereat if the 
Chairman of the Board and the President shall be absent 
fran such meeting: or 

(d) a stockholder of record of the Corpora
tion wt1.o shall be chosen chafnnan of such meeting by a 
majority in voting interest of the stockholders present in 
person or by proxy am entitled to vote thereat. 

The Secretary, or, if he shall be presiding Oller the meet
ing in accordance with the provisions of this Section, or, if he 
shall be absent fran such meeting, the person (who shall be an 
Assistant Secretary, if an Assistant Secretary shall be present 
thereat) whan the chairman of such meeting shall appoint, shall act 
as secretary of such meeting and keep the minutes thereof. 

SECI'IOO 7. Order of Business. The ogler 
of business at each meeting of the stockholders shall b.a determined 
by the chairmal"•·Df S\JCh meetirg, but such or;der of business may be 
changed by a majority in voting interest of.'"those present in person 
or Dy proxy at such meeting am entitled to vote thereat. 

SECT.ION a •.. voting. Except as otherwise provid
ed in the Certificate of Incorpbration, each stockholder shall, at . 
each meeting of the stockholders, be entitled .to one vote in person 
or by proxy for each share of stock of the Corporation held by him 
am registered in his nane on the books of the Corporation: 

(a) on the date·· fixed pursuant to the pr01Ti
sions of Section 5 of Article VIII of these Bylaws as the 
record date for the determinatio11 of stockholders who 
shall be entitled to receive notice of·and to vote at such 
meeting, or 
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(b) if no record date shall have been so fix
ed, then at the close of business on the day next preceding 
the day on which notice of the meetirg shall be given. 

Shares of its own stock belongirig to the Corporation pr to 
another corporation, if a majority of the shares entitled to vote in 1:· 

the election of directors of such other oorporation is held by the . 
Corporation, Shall neither be entitled to vote nor counted for quob'..m 
purposes. Any vote of stock of the Co1-poration may be given at any 
meeting of the stockholders by the stockholders entitled thereto in 
person qr by proxy appointed by an instrument in writing delivered 
to the Secretary or an Assistan~ Secretary of the Corporation or the 
secretary of the meeting. '111.elattendance at any meeting of a stock
holder who may theretofore have given a proxy shall not have the 
effect of revoking the sarre unles~ he shall in writing so notify the 
Secretary of the meeting prior to th~ voting of the proxy. At all 
meetings of the stockoolders all matters, except as otherwise provid
ed by law or in these Bylaws, shall be decided by the vote of a 
majo~ity of the votes cast by stockholders present in person or by 
proxy and entitled to vote thereat, a quorun being present. Except 
as otherwise expressly required by law, the vote at any meeting of 
the stockholders on any question need not be by ballot, unless so 
directed by the chairman of the meeting. On a vote by ballot each 
ballot. shall be signed by the stockholder voting, or by his proxy, 
if there be such proxy. 

ARI'ICLE .III 
Board of Directors 

SECTION 1. General Powers. The business and 
affairs of the Corporation shall be managed by the Board of Direc
tors. 

SECTION 2. Number and Term of Office. Except 
as otherwise expressly provided in the Certificate of Incotp:>ration, 
the nunber of directors \oohich shall constitute the whole Board shall 
be fixed fran time to time by a resolution adqpted by a majority of 
the whole Board. Except as otherwise expressly prOITided in the 
Certificate of Incorporation, each of the directors of the Corpora
tion shall hold office until the annual meeting next after his elec
tion and until his successor is elected and qualified or until his 
earlier death or resignation or ranoval in the manner hereinafter 
provided. · 

Nauinations for the election of directors may be made by 
the B'.:>ard of Directors or by any stockholder entitled to vote for 
the election of directors. Any stockholder entitled to vote for the 
election of directors at a meeting or to execute a consent in writing 
in lieu of a meeting ·1:iay naninate a person or persons for election 
as directors only if written notice of such stockholder's intent to 
make such nauination is given, either by personal delivery or by 
united States mail, postage prepaid, to the secretary of the Corpora
tion not later than ( i) with respect to an election to be held at .an 
annual meeting of stockoolders, 90 days in advar..-~e of such meeting 
(provided that if the annual meeting of stockholders is held earlier 
than the third Wednesday in April, such notice must be given within 
10 days after the first public disclosure, \oohich may include any 
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public f.iling with the Securities arrl Exchange Canmission, of the 
date of the annual meeting), (ii) tiith respect to an election to be 
held at a special ireeting of stockholders·. for the election of direc
tors, the close of business on the seventh day following the date on 
which notice of such meeting is f~rst given to stockholders, and 
(iii) in the case of any stockholder who wishes to naninate any 
person or persons for election l)S giretors pursuant to congents in 
writing by stockholders in lieu of a meeting, 60 days in advance of 
the date on which materials soliciting such consents 'are first mailed 
to stockholders or, if no such materials 'l.re required to be mailed 
under applicable 1<1-~, the date on which the. first SL'Ch consent is 
executed.. Each such nof'ice shall sot forth: (a) the ncrne and address 
of the stockholder who intends to make the nanination and of the 
person or persons to be naninated: (b) a representation that the 
stockholder is a .holder of record of stock of the Corporation en-
t1tled to vote· at such meeting or to execute such a consent and '') 
intends to appear in person or by proxy at the meeting to naninate (1° 

the person or persons specified in the notice or to execute suCh a 
consent to elec,t such person or persons as directors: (c) a descrip
tion of all arrangerrents or understandings bet~n thecstockoolder 
arrl each naninee and any other person or persons (m111ing such person 
or perSQ.ns) pursuant to which the nanination or naninations are to 
be made'.·ccy the stockholder: (d) such other infonnation regarding 
ea.Ch naninee .. proposed by such stockholder as would have been required 
to be included in a proxy statanent filed pursuant to the proiw 
rules of t?e Securitie~ and Exchange COtlllission had each nanifaee 
been naninated, or intanded to be naninated, by the Board of Direc
tors: and (e) the consent of each naninee to serve as a director of 
the Corporation if so elected. The chainnan of any meeting of stock
holders to elect directors and the Board of Directors may refuse to 
acknowledge the nanination of any person not made in canpliance with 
the foregoing procedure • 

SECI'ION 3. Election. Except as otherwise ex
pressly provided in the Certificate of Incorporation, at each meeting 
of l:ha stockholders for the election of directors at which a qoorun 
is present, the persons receiving the greatest m111ber of votes, up 
to the number of directors to be electf,!fl, shall be the directors. 

SECTION 4. Resig:;-ation, Re1ro;17al and vacancies. 
Any director may resign at any time by giving written notice of his 
resignation to the Chairman of th2 Board, the President, or the 
Secretary of the Corporation. Any such resignation shall take effect 
at the time specified ::herein, or, if the time when it shall becane 
effective shall· not be specified therein, then it shall take effect 
when accepted by action of the Board. Except as aforesaid, the · 
acceptance of such resignation shall not be necessary to make it 
effective. 

Except as otherwise expressly provided in the Certifioate 
of Incorporation, a director may be ranoved, either with or without 
oause, at any time by the holders of· a majority of the shares 
entitled to vote in the election of directors. 

Any vacancy occurring on'·the &Jara may, except as otherwise 
expressly provided in the Certificate of Incorporation, be filled by 
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a majorfty of the direct9rs thenin office,0 tlngh less;'than a q00.. 
run, or by a sole r&iainirg director, and the director elected to 
fill such vacancy,''shall hold office for the unexpired teim in respect 
of l'klich such vaeancy Occurred. 

' ' f 
,.· . . ~ ~ ~ 

'· SE;:TION 5. Meetiros. 
'J 

,, . {Al Annual Meeti.ros. ' As soO(l a!;!c,practfoable after each . 
annual el&ction of directors, the Board shall maet for the purpose 

· of organ;f:j.ltiotf and the, transaction of other business. 
' :· . D .. . . -

(Bl Regular 'Meetiros. 
be held "at•.isuch times and places 

Regular maetirgs.of the ~rd'shall 
as the Board shall frdn•t'irne to time 

deteimine. 
~"...... ~ 

(Cl . Special Mee~iros. Special neiltirgs of the ~ard sh11ll 
be held lotlenever called by the OiaiJ:111an.of the Board, the President 
or two directors. lily and all business may .be transacted at'·a Spa-" 

'' cial maeting l'klich may be transact09 at a .regular maetirYJ of the 
" ' 0 

Board. -. \~ ·:-.. () . 

(Dl Place of Meeting. The ,;i30ard may hold its meetirgs at 
such place or places withii1 or without the State of Delaware as the 

D 

' . ,• •· ' • " ' - l.-1 

Board may fran time to time by resolution detemhne·or as shall be (( ,/ 
designated in the respective notices or waiver of notices thereof, '·'<.. .-/' 

(El Notice of Meetings •. Notices of regular meetings of 
the Board or of any adjourned'maetiri;J need not be given. 

Notices of special maetirgs of the Board, or of any meetirg 
of any canmittee of the Board lotlich has not been fixed in advance as 
to time and place by such canmittee, shall be mailed by the ,secretary 
to each director, or manber of such canmittee, addressed to him at 
his residence or usual place of business, at l!"?St two days .. bc;:fore 
the day Orl lot\ich such maeting is to be held, or shall be sent to him 
by telegraph, cable or other foim of reco¢ed CCI!1llllflication or be 
delivered personally or by telephone not rater than' the, day before 
the day on which such meetirg is to be held. such notic!e shall 
include the tirne and place of such meetirg. Notice of any such r; 

meetin;:i need not be given to acy director or member of ar.y ,canmittee, 
however, if waived by him in wfitirg or by telegraph, cable or other 
foim of recorded canmunication, whether before or after such meetirg 
snall be h<Z'ld, or if h<! shall be present at $UCh 
,_, . - (':> 

meetin;:i. 
(\ 

(Fl ouorun a'iid Manner of Acting. A majority of the , •:: · 
total nlJTiber of directors shall be present in i;xirson at any maeting 
bf the Board in order to cdnstitute a qlDIUll for the transaction of 
business at such maeting, and the vote of a majority of those direc
tors i;iresent at any such rneetin;:i at which a qtDrum is present shall 
be necessary for the passage of any resolution or act of the !bard, 
except as otherwise expressly required by law or these Bylaws. .'th, c:, 
the absence of a quorum .. for any such maetirg, a rnajori ty of the ., i 

directors present thereat may adjourn such meetin;:i fran time to t:ime 
until a qtDrum shall be present thereat. 

-31-

G 

,, 
•)' 

() 

0 

0 

" !\ ,,. 
I;' 

0 

0 p 



•f 

) '· 

-) 

9 

.:p··. 

" . 

rfJ _·, 

. 

';::; 

,_,, 

·""-' 

(f 

.-. . 

() 

'(!' ' . .,:: .. -. 

,-. .. 

0 'cl"--·~ 

_ (G) Action by Ccmnunications Eguipnent. The dire'6tors, or 
.... the manbers of any canmitte.e of the Board,_may participate in a ireet~ 

irg of the Board, or of_ 'such canmittee, ·by"' means of conft')ience tel~ 
phone or 'similar cami•!li"ications equipnent by means of which all 

, persons parti:Cipatirg. ih the meetirg can ri\'lar each other; ar.1 such 
partiCipation shall constittice presence in perscn at such rooetirg. 

(H) Action bi Consent. Any action required or permitted 
to be taken at any rreetirg of the Board, or of any canmittee therof, 
may l:;,e taken without a meetirg if all members of the Board or canmit
.,tee, as the. case ma11 be, conoont thereto in writirg, and such writirg 
is filed with the minutes of the proceedirgs of the Board or canmit 
tee. 

(I) Organization. At each.meetirg 9f the Board, one of 
the following shall act .as chainnan of the ireeting and preside 
thereat, in the follo.o/irg order of precedence: (a) .the Chairman of< 
the Board; (b) the President:. (c) any director chosen by a majori!:.y 
of the directors present ti·!ereat. '!he Secretary or, in the case of 
hi~ abse~'1ce, any perscn (wtJIJ shall be an Assistant Secretary, if ~n 
As'i>istant Secretary shall be present thereat) whan the chairman 
sha.ll appoint, shall act as secretary of such rooeting ancl keep the 
minutes thereof. 

..._. 
SECTICN 6. ~nsation. The Board of 

Directors may fix an amount_.per annun orees to be paid by the 
Corporation to directors for atterrlance at meeti.n;is of the Ecard or 
of any ccmnittee, or both, as the Board shall frO!l! time to time 
detemdne. '!he Board !l'ay likewise pr011ide that the Corporation 
shall. reimburse each director or manber of-a canmittee for any ex
penses incurred by him on acccunt of his attendance at any such 
meetiii;,. Nothin;i contained in this Section shall be construed to
preclude any director fran servirg the Corporation in ar,y ether 
capacity and receiving canpensation therefor. 

ARTICLE N 
carmittees 

SECTIOO 1. Executive_Carrnittee. 

(A) Designation arid Membership. The Boar!=! :>hilll, by res
olution passed by a majority of the whole Board, designate an Exec
utive Canmittee consisting of such number of directors as the Board 
shall ai;;point. Vacancies may be filled by the Board a1i: any.time af)d 
,any aprointed member of the Executive Canmittee shall be su0)ect to 
removal, ."7ith or without cause, at any time by the Board. 

( B) Functions and Powers. The Executive Canmittee, sub
ject to any limitations prescribed by the Board, shall possess and 
may exercise, during the intervals between rooetings of the Board; 
all the ~rs and authodty of the Board in the ma•la;iemen:: of the 
business and affairs of the Corporation, incl~>ding the declaration 
of dividerrls \\hen specifically authorized by the Board to do sc for 
a part;icular quartE:r; provided, however, that the Executive Cqnmittee 
shall not have the power or autr.ority to appr011e crnendmonts to the 
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certificate of Incorporatj.on of 
0

the (.:orporation, adoi;ifl}~I'eaoonts of 
merger orconsolidation, rec~nd to the. stockholder$ the sale, · 
lea~ or excharge of all or sub$tantially all the property and assets 
of .the Corporation, recannend to the stdckholders the dissolution of 
the Corporation or ·the &vocation of a dissolution, camend these By
·laws or authorize the issuance of stock of the Corporation. At each 
11\eetirg of the Board the E1Cecut;iv~"Camnittee shall make a report of 
all action taken by it since its l'.ast report to the Board. 

SEO'IOO 2 • AUdit Cairnittee. 

.. (A) Designation and Membership. The Board shall, by res
olution passed by a majority of the whole Board, designate an AUdit 
Camiittee consistirg of suc)l nUlllOOr of Directors as the Board shall 
appoint. vacancies may be ''filled 1::iy

1 
the Board at any time and any 

appq,inted member of the Audit Canmit:tee shall be subject;, to raroval, 
with. or without CCluse, at any time by. the Board. No salaried officer 8 
or •employee of t~~ Corfx,ration ma~, serve as a member of the Audit 
Camiittee. ' .,, 

'" ,. 0 
(B) Fu.'1ctions and Powers. The Audit Canmittee shall. re

ccmnend to the Board each''year the firm of independent certified 
public accountants (the Accountants) for appointment or reappointment 
as Accountants for the Corporation. The AUdit Canmittee shall have 
such other duties arrl functions as shall be delegated to it in "'·\ 
resolution pa<ssed by a majority of the whole Board. " 

SECI'ION 3. other Cairnittee;;. The Board 
ma~h b}-' resolution passed by a majority of the whole !bard, designate 
other camnittees ( ir\cludi~; b11t not limited to, a Human Resources 
Camiittee, Finance Canmittee and social Reponsibility Canmittes:):,"=~~
each cartnittee to consist of thr:ee''or more directors and to have ·· 
such duties and functions as shall be provided in such resolution. 
The &lard shall h.ave the po~r to charge the members of any such 
camiittee at any time, to fill vacancies, and to discharge any such 
canmittee, either with or without cause, at any time. 

AAfICLE V 
" Officters 

SEX::TION 1. Eiection and Appoinbr.ent and 
"Term of Office. 'I\'~ officers of the Corporation shall be a Chairman 
·of the Board, a !?resident, such number of Vice Presid.~r\ts ( incLlaing 
any Executive. and/or Senior ViCe Presidents) .:s the Board may deter-: 
mine fran tlrne td time, a Controller and a Secretary, Each such 
officer E;hall be eYected by the Board at its annual meetirg er by a 
COJ1!llit".tee of the Board ard hold office until the next annual meetirg 
of'"the !bard and until h;is successor: is elected or until his earlier 
df\!ath, resignation or ranoval in the manner hereinafter prd<l'idik!. 

0 

The !bard or a Camiittee of the Board may .elect or appoint 
such other offic:~rs (includirg one or more Assistant Secretaries) as 
it<leans necessary who shall have such authority and shall perform 
such duties as the Board oi:: canmittee !1'.ay prescribe. 
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If additional officers are elected or appointed during the 
year, eaCh of them shall hold office until the next annual meeting 
pf the Board at which officers are regularly elected or appointed 
and until his successor is elected or appointed or until his earlier 
death, resignation or ranoval in the manner hereinafter pr01Tided. 

() 

SECTION 2. Resi~nation, Rem:>val and vacancies. Any 
officer may resign at any tlllle by giving written notice to the Chair
man of the Board, the President or the Secretary of the corporation·, ') 
arrl such resignation shall take;ieffect at the time specified therein 
or, if the time when it shaJ.l becane effective shall not be specified 
therein, then it shall take effect \\hen accepted by action of the 
Board. Except as aforesaid, the acceptance of sueh resignation 
shall not· be necessary}o make it effective. 

All officers elected or appointed by the Board shall be 
subject to ranoval at any time by the Board with or without cause. 

A vacancy in any office may ·be filled for the unexpired 
portion of the term in the sane manner as pr01Tided for election or 
appoint:rrent; to such office. ., 

SEX..'TION 3. Duties and Functions. 

. (A) Chairman of the Board. The Chairman of the Board, who 
shall !Je a member thereof, shall preside at all meetings of the Board 
and of the stockholders at whiCh he shall be present. 

The Chairman of the f)Oard shall be the Chief Executive 
Officer'of the Corporation and shall have the following powers, 
functions and duties: 

(1 

( i) under the direction of the Board, he 
shall have general supervision and management of the prop 
erty, affairs and business of the Corporation: 

(ii) he shall see that all orders and res
olutions of the Board arrl the camnittees of the Board are 
carried into effect: 

( iiiP he shall have the general supervision 
and direction of the staff officers of the corporation and 
shall see that their duties are prcperly perfonnedi 

(iv) with the President, he shall submit an 
annual report of the operations of the Cort)oration for the 
year to the stockholders at their annual meeting and also 
to the Board i 

(v) he shall be vested with such other 
po....ers of supervision and management and he shall perform 
such other duties as may be delegated to him by the Board, 
or as devolve upon the Chief Executive Officer of like 
canpanies. 
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. · ,, ···••·· ·• r,;(B)\President •. '.lhe President shall be t:1.e Chief Operating' 
Officer' of the' Corporation, except '.that· \>tlen the offices9 of Oiairman 
Of the Board and PresiCient are held by the sane person Or \./hen the 
office of th&,> President is vacant, the Olief Operating Officer shall " 
be such other officer as may be designci:ted iby the ilc>ard, a Conmittee 
of the B:Ja1i;l or the Olief Executive Officer, and shall haw the •· 

· following p0wers, fmctions aoo duties: ·· · 

( i) under the dil:E\Ction of 'the Board and 
" the Chief Executive Offi~r·, he shall pave general supervi"'" 

sion and active managanent of t;he property, affairs and 
business of theCorporation; 

•J 

" (ii) he shall have the general supervision 
and direction of the operating officers of the. Corporation 
and shall. see that their dut:'ies are prcperly perfolilled; 

' . 

(iii) he shall executecand"acknowledge all 
contracts, agreanents, deeds; bonds, mortgages and other 
ob1.}gations and .. instrunents. in the nare ·of the Corporation 
l>ilen so autrorized by the Board or a camni ttee of the ·soard 
and all other papers and dod~nts necessary and proper to 
be executed in the performanl:.ie of his duties; 

(iv) with the Oiairman of the Board, he 
shall sill::mit an annual report of the ·operations of the 
Corporatic:m for the year to ,):he stockholders at their an 
nual meeting and also to the Board; . 

(v) he shall be vested with such other 
powers of supervision and managanent and he shall perfoim 
such other duties as may be delegated, to him by the Olief 
Executive Officer, the Board, a canmittee of the Board or 
as devolve upon .the Chief 0perating Officer of like cari-. ~ )-

pan 1 es. 

In the absence or disabqity of the Presi.., 
dent, his authority and duties shall be vested in such 
officer as. may be desigpated by the Boatd, a canmittee of 
the Board or the Olief Executive Officer, before or after 
the event. 0 . 

(C) Vice Presidents. Each ,Vice President shall have such 
powers and duties as shall be preserilfad by the B6ard, a camnittee of 
the Board or the Chaiiman of the Boatd. 

' 

(D) Controller. The Controller shall be the chief ac 
ca.mting officer of the Corporation. He shall keep full and accurate 
accounts of all assets, liabilities, receipts and disbursanents and 
other transactions of' the Corporation and shall cause regular audits 
of the books and records of the Corporation to be made and shall 
have such. powers ard duties as shall be prescribed by the Eoard, a· 
camnittee of the soard or the Olairman of the Board. ' 

(E) secretary. The secretary shall keep the records of 
all meetings of the stockholders and of the Board and camnittees of 
the Board. 
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He shall affiX the seal of the Corporation to all instrunents requir
ing the.corporate seal "*ten the sate shall have been signed on behalf 
of the Corporation by a duly auth:>rized officer. '!he Secretary 
shall be the custodian of all contracts, deeds, documents and all 

I other indicia of. title to prq;ierti~.s owned by the Corporation and of 
its other cotj;x:>rate records (except accounting r:ecords) and in gen
·eral shall perfonn all duties and have all powers incident to the 
office of secretary and shall have such powers and duties as shall 
be prescrij?@.l'by the .. Board, a camnittee of the Board or theChainnan 
of the Board;, 'lb such extent as the Board shall deem proper, the 
duties of Secretary may be perfQnned by one or more assistants, to 
be api;ointed by the Board or a caranittee of the Board. 

ARTICLE VI 
Contracts, Checks, Drafts, Bank Accounts, Etc. 

SECTION 1. Execution of Documents. '!he 
Board or a caranittev of the .Board shall designate the officers, 
employees and agents of the Corporation who shall have power to 
exacute and deliver deeds, leases, contracts, mortgages, bonds, 
debentures, checks, drafts and other orders for the paJ1111ent of money 
and other docunents for and in the name of the Corporation and may 
authorize such officers, employees and agents to delegate such power 
(including authority to redel~ate) by written instrument to other 
officers, employees or agents of the Corporation. In the absence of 
such designation or delegation, such docunents shall be executed by 
the Chainnan of the Board, President, Vice President (including any 
Executive or senior Vice President), Controller or Secretary. 

SECTION 2. Deposits. All funds of the 
Corporation not otherwise employed shall be deposited to the credit 
of the Corporation in such depositaries as may be designated fran 
time to time by the Board or a caranittee of the Board. 

SECTION 3. Proxies in Respect of Stock or 
Other Securities of Other Corporations. '!he Chairman of the Board; 
the President or any other officer of the Corporation designated by 
the. B:>ard or a caranittee of the Board shall have the authority (a) 
to api;oint fran time to time an agent or agents of the Corporation 
to exercise in the name and on behalf of the Corporation the powers 
and rights ..tiich the Corporation may h.ave as the oolder of stock or 
other securities in any other corporation; (b) to vote or consent in 
respect of such stock or securities; and (c) to execute or cause to 
be executed in the name ar.d on behalf of the Corporation and under 
its.C:orporate seal, or otherwise, such written proxies, powers of 
attoi'r1ey or other instruments as· he may deem \:iecessary or proper in 
order that the Corporation may exercise such tpwers and rights. '!he 
Chairman of the Board, the President or any such designated officer 
may instruct any person or persons api;ointed as aforesaid as to the 
manner of exercising such powers and rights. 

\1 

" 
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ARI'ICLE VII 
Books and RecOrds 

'lhe books arrl records of the Corporation may be kept at 
such places within or without the State of relaware as the Board or 
a canmittee Of the Board may fran ,J::irne to t:irne detetmine. 

-. ARTICLE VIII . 
Shares and Their Transfer: Fixing Record Date 

SECTION 1. · Certificate for Stock. · Every 
owner of stock of the Corporation f!hall be entitled to have a certif.;,, 
icate certifying the nllmber of shares owned by him in the Corporation 
arrl designatill] the class of stock to. which such shares. beloll], 

· lro'hich sl)all otherwise be in such fonn as the Board cir a C<l1111ittee of 
the Board shall 'prescribe. Each .such certificate shall be signed . 
by, or in the nane of the Corporation by, the Chainnan of the Board, 
the President or a Vice President ( includill] any .Executive or. senior 
vice Pi'esident) arrl by the secretary or an Assistant: secr;etary of 
the Corporation. In case any officer who has signed or whose facsim
ile signature has been placed. ui;x:m a certificate shall have ceased 
to be such officer before such certificate is issued, it may never
theless _be issued by the Corporation with the sane effect as if he 
were such officer at the date of issue. Wlere any such certificate 
is manually countersigned by a transfer agent or registrar, any of 
the other signatures on the certificate may be a facsimile. 

'c si;:p-ION 2. Record. A record shall be kept 
of the nane of the perscn/ fitm or corporation owning the stock 
represented by each certificate for stock of the Corporation issued, 
the nunber of shares represented by each such certificate, and the 
date thereof, and, in the case of cancellation, the date of cancella
tion. Except as othei:wise expressly required by law, the person in 
whose nane shares of stock stand on the books of the Corporation 
shall be deemed the owner thereof for all purposes as regards the 
Corporation. 

1 SEX:'I'ICN 3. Transfer of Stock. Transfers• 
(, 

of shares df the stock of the Corporation shall be made only on the 
books of the Corporation by the registered holder thereof, or by his 
attorney thereunto authorized by po-wer of attorney duly executed and 
filed wit~lt the secretary of the Corporation, and on the surrerrler of., 
the certificate or certificates for such shares properly endor5ed. 

. ii 
SEX:'l'ICN 4. I.est, stolim, Destroyed or 

Mutilated Certificates. '.lhe holder of any stock /pf the Corporation 
shall imnediately notify the Corporation of any iloss, theft or 
mutilation of the certificate therefor. '.lhe Corporation may issue a 
new certificate for stock in the place of any certificate theretofore 
issued by it and alleged to have been lost, stolen, destroyed or 
m~1tilated, and the Board or the President or the secretary may, in 
its or his discretion, require the owner of the lost, stolen, muti 
lated or destroyed certificate or his legal reprsentatives to give 
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.the eorporation a bClrrl in such sun,. limited or unlimited, in such 
fom and with such·· surety or sureties as the Board shall in its 
dii;cretion aetennine, to irrlanriify the eorporat:ion against any cla·im 
that may be made against it on account of the alleged loss, theft, 
mutilation or destruction of any such certificate or the issuance of 
any such new certificate. 

SEr!'ICN 5. Fixing Date for Detennination of 
stockholders of Record. In order that the Corp:>ration may detennine 
the stockholders entitled to notice of or to vote at any meetin;;i of 
stockll:>lders or any adjourmeht thereof, or to express consent to 
corporate action in writin;;i without a meetin;;i, or entitl.ed to receive 
payment of any dividend or other distribution or allotment of any 
rights, or entitled to exercise any rights in respect of any chan;;ie, 
conversion or exchange of stock or for the purpose of any other · 
lawfUl action, the Board may fix, in advance, a record date, which 
shall not be rrore than 60 nor less than 10 days before the date of 
such meetin;;i, nor more than 60 days prior to any other action. 

ARl'ICLE IX 
Seal 

r:;;.;_/ 

The Board shall pro.ride a corporate seal, which shall be in 
the fotm of a circle and shall bear the full nane of the Corp:>ration 
and the words and figures "Corporate Seal 1978 Delawar-e." 

ARl'ICLE X 
Fiscal Year 

'!he fiscal year of 1the Cor;;oration shall end on the 31st 
day of December, in each year. 

ARTICLE XI 
Indemnification 

Every person who is or was a director, officer or employee 
of the Corp:>ratiOn, or of any other corporation in which he served as 
such at the request of the Corporation, may in accordance with the 
second paragraph of. this Article XI be indemnified by the Corporation 
against any and all liability arrl reasonable expense that may be 
incurred by him in connection with or resulting fran any claim, 
action, suit or proceedin;;i (whether braight by or in the right of 
the Cor.ioration or such other corporation or otherwise), civil or 
criminal, or in connection with an appeal relating thereto, in which 
he may be involved, as a party or otherwise, by reason of his being 
or having been a di rector, officer· or employee of the Corporation or 
such other corporation, or by reason of any action taken or not 
taken in his capacity as such director, officer or employee, whether 
or not he continues to be such at tha time such liability or expense 
shall have been incurred, pro.rided such person acted, in good faith, 
in a manner he reasonably believed to be in or not opposed to the 
best intersts of the Corporation or such other corporation, as the 
case may be, and, in addition in any criminal action or proceedin;;i, 
had no reasonable cause to believe that his conduct was unlawful. 
As used in this Article xt, the terms "liability" and "expense" 
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shall include, but shall not be iimited to, court costs, counsel 
fees and disbursements and amounts of judgments, fines, or penalties 
against, and anounts paid in settlanent by, a director, officer or 
employee. 'Ihe tennination of any claim, action, suit or proceeding, 
civil or criminal, by juagment, order, settlanent (whether with or 
without court approval) , conviction or up:>n a pl~a of nolo EQ!!
tendere, or its equivalent, shall not create a presunption that a 
director, officer or employee did not rreet the. standards,,of conduct 
set forth in this paragraph. )) 

Every person referred to in the first paragraph of this 
Article XI who has been successful, on the merits or otherwise, with 
respect to any claim, .action, suit or proceeding of the character 
described,,.in such first paragraph shall be entitled to indemnifica
tion as dt right. EKcept as prOllided in the preceding sentence, any 
indemnification under such first paragraph may be n>;ade by the Board 
of Directors, in its discretion, but only if eithe?' ( i) the Board of 
Directors, acting by· a quorun consisting bf directors who were not 
parties to (or who have been successful with respect to) such claim, 
action, suit or proceeding, shall have found that the director, 
officer or anployee has met the applicable standard of corduct set 
forth in such first paragraph or (ii) if there be no such disinter
ested quonnn, indeperx:lent legal counsel (who may be the regular 
counsel of the Corporation) shall have delivered to t:~eC.orporation 
written advice to the effect that in their judgmen'7/t(Jch applicable 
standard has been met. ,·' · 

1 ' 
Expenses incurred with re5pect to .any claim, action, suit 

or proceeding of the character described in the first paragraph of 
this Article XI may be advanced by the Corporation prior to the 
final disposition thereof up::>n receipt of an undertaking by or on 
behalf of the recipient to repay such anount unless it shall 
ultimately be detennined that he is entitled to indemnification 
under this Article XI. 

'Ihe rights of indannification pr01Tided in this Article XI 
shall be in addition to any other rights to which any such director, 
officer or enployee may otherwise be entitled by contract or as a 
matter of law; and in the event of any such person's death, such 
rights shall extend to his heirs arx:l legal representatives. 

ARTICLE XII 
Amen<inents 

'ltiese Bylaws may be altered, amended or repealed by the 
Board at any regular or special meeting thereof, stbject to the 
power of the holders of a majority of the outstanding stock of the 
Corporation entitled to vote in respect thereof, by their vote given 
at an annual rreeting or at any special meeting, to alter or repeal 
any Bylaw made by the BOard, except as otherwise expressly provided 
in the Certificate of Incorporation. 
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Mr. Patil J .•. Hartna 11 

219 Oiik. Ridge Avenue 
SIJl1lliti New Jersey 07901 

Au;iust: 26, l985 

Re.: l\greenent !l'lted May 15, 1978 between Governnent Employees 
Insurance ca\i'pany (the "Canpany") and Paul J. Hanna (the 
"l\greenent") 

Dear Paul: 

PUrsuant to the l\greement, amorg other' provisions, the Canpany 
agreed to recanmend to the Board of Directors that ybu be elected an 

• r) · - 0 
Honoracy Director on and after July 1, 1986. However, on August 21, 
1985, the Board of Directors of GEIOO Corporation approved a retirement 
benefit for nonanployees directors. retirirg between ages 65 am 70 
:with at least 10 years of service of an annual fee for life equal to 
75% of the annual directors' retainer then in effect. l\dditionally, 
the Board approved an annual retainer of $20,000 for directors for the 
canirg year. 

.• As a result, you agreed that there would be no recarrnendation to 
the '·tloard of Directors that you be elected an Honorary Director on and after 
July l, l986, am instea::l agreed t;o beccrne a Retired Director as of that date 
and to receive the retirement benefit outlined above in lieu of any fees 
you may have been entitled to as an Honoracy Director. 

In light of the foregoirg, the l\greement is amended as of the date 
hereof by deletion of the first sentence of section C thereof. All other 
provisions of the l\greement remain in full force and effect. 

If the foregoirg is in accordance with your understandirg·; plea~. 
sign the enclosed copy of this letter in the place indicated and return it. 
to me for our files. Best regards. 

.Agreed and Accepted: 

Paul J. Hanna 

cc: Mr. Thanas E. Aolger 
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GEICO.CORPORATION & GEf~O 
1986. BONUS PLAN FOR OFFICf::RS 

-°·· 

. . . . - -· 0 

BONUS POOL: Per.formallce of the enterprise will be measured 
by .our Board against the 1986 Business Plan, with f9cused 
attention on re,su"'lts compared with the selected key goals 

0 ~ 

of: 
0 

/"" • , ~ 
(a) Ari underwriting ratio (na1tural) for GEICO/GEICO 

( b) 

( c) 

General Auto of 97%. !. 

Expense ratios: Management of productivity and 
of our expense ratios con.tinue to be a core 
strategy, to return ·GEICO to. its preeminence as 
the. low cost opera.tor. }\n .improvement o~:, one . 
point for the general expense and loss adjustment 
expense ratios combined would be good progress.· · 

0 
0 

Controlled .growth: Will be judged agains\\l the 0 

seve.ral goals· in the Bu::i'iness Plan relating ts' 
new sales and to written premium. We will 
consi(ier 5% real growth in written premium after 
making appropriate adjustments for rate inflation 
and for involuntary business, to be satisfactory 
controlled growth. · 

Based on results measured against the. key goals outlined 
above, the bonus pool may range from 0% to 30% of salar~.es 
with a target of 20% if all go11ls were just met,.7 • Results 
against the company goals listed above will detefinine 
approximately two-thirds Of the. bon.us pool, While corpo,:rate 
results will account for the remainder. 

DISTRIBUTION OF BONUS POOL: 0The Board will distribute . 
. tile bonuses to participants· after considering the recom
mendations of Management. Individual bont;ses will differ 
widely by performance (from 0% to 50% of salary) with 
performance measured and ranked by the gen<'!:J:al maqager, 
with heavy emphasis on indivi!aual and departmental ac
complishments of the objectives in the 1986 Business 
Plan and the general contributton to 1986 financial 
results. Payment will be. in a single lump sum cash pay
ment distributed with the release of the 1986 report to 
shareholders. ·· 

The non-officer plan tracks the above with the basic 
formula producing approximately half as great a percentage 
for the pool. '· 

Corporate Goal 

A return on equity which places us in 'the top 
qu11rtile of American business, and a .. 15% growth 
in the earnings power of the enterprise as re
flected in net income and/or operating earnings. 
per share. 
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'· *~incipal 1subsidiary 

ORGANIZATION . 

REIATIONSHIP 
\) 

EXHIBIT I ir . 
(Rev. 3/86) 

INCORPORATED . 

**Governnent Sei:::urities cash Fund is a separate series of GEI<X> Invest-
" ment series:;;l'rust ~uch is an unincoq:orated business trust organized 

under Massachusetts law. GEICT}cJ\djustable Rate''Preferred FUnd is a 
separate series of GEICO Tax Advantaged series Trust which is an un
incorporated business trust organized urider Massachusetts law. GEICO 
Investment services tanpany is the Invesl:irent Manager aoo Administra.tor 
for the Funds. 

***Non-profit corpoi:atiOIJ organized for eleanosynary purposes. 
~· 
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REPORT OF INDEPENDENT ACCOUNTANTS 
d' 

•'f: 

. (• 

To tt~e Bhareho lders 
GEICO Corporatio~ 

=~ 
We have examined the consolidated" financial statements and'· relat~d schedules 
of GEICO Corporation ariC! subsidia'ries listed· in Item 14(a)'(l) and (2) of 0 

the annual report 3n Form 10.~K of GEICOCCorporation for the )'ear ended 
D:Jcemb&'r '31, 1985. ''Our exani'f;:iat:ions wel'.e made in accordance with generally 
accepted auditing standards and, accordingly, incl.uded such tests of the Q 

accountin5~ records and such other a~diting procedu-:;es as we con'Sid~red 0 

necessary in., t'he cir,~umstance·s·_.. -~' - ·-;:. \b 
0 

?1 -. (' 

In our opinion, the fin~ncial stat'ements referred to above presentB:fairly 
the ·~&'.f'solidatrd) financial position of GEIC~ Corporat

0
ion and subsidi}~"ies 

at De,gember 31, 1985 and 1984, and the consolidated r'esults of th.eil'.,- // 
'liperations and changes in thed.r financial position for each of the /thre'e-• years 
in .th. e period ended December 3,_t, 1.985 ,0 in co.r1formity with general l.y· acd~pted 
~ccounting principles app,lied(~n a•consistent basis. Further, it is• our 
opinion that: the schedul'es ref\•rred. to above ,present: fa,irly the information 
set forth therein in compLiancE\ with the applicable accounting regulatioris 
of t~l? Securities and Exchange-~\y._cmfnission ~ ,,. · '1~ 

~r 

Wa~hington, D.9. 
February, 19, ''J.986 
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. e·x'Qiret Oct. ·3 r,_ 1986 
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0 

(Exact name of registrar;t a111 specifi~ 
11 GEICO Corporatfoi1 

in charter) 
,p O· ,__;: 
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_._..;;2...;1...;1_1, 9 s_.__ ___ _ 
cc:Ix Number> 
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~Q ~~ -, ' ' 

ti underslgn"'3 registrarc..t hereby files the fOllowirigexhi"'"p""'i-ts_t_o..-·iie incorporated 
by reference into its electronic format filings with the Carmissiai (Attach an 
exhibit .. i~x and the exhibits aa rewiired byvitem 601 of Regulation S-K): 

· Exhibits (to Form 10-K for fiscalyear ended December 31, 1985): 
0 

() 

-:._i 0 

Exhibit Number 
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c·lO-d' 
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10-e 

10-f 

10.,-n 
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24 

29 

(See attached Exhibit Index for des=iptiol1 of Exhibits.) 

tbe•registrant has duly caUMd this form to be signed on its behalf by-the under-

o n-, '' signed, thereunto duly authorized, in the City of Chevy Chase 

State of __ r_1a_'r_y_1_a_n_d ____ , on the _ _..;3;.;;.lst day of M_a_r.-c"'".h _____ , 198 6 • 
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De1;;c;: r i f)'tit.n r , . 
~~.... ') (j EiliJloyrrent Agreement :ce ... ,~.n John. J .• Byrne c¢d'. GEICXl'.Co:qiorat±on 

dated August 23, 1985 . 0 

. Consulting Ag:reerent tietween Richaro Ge- Rosen&al and. GEICXl 
Cm:poration dated January l, 1985 '' 

u 
~ n 

.. Consulting Agreement between John c. ·steggles and GEICXl Corp-
oration dated June 1, 1985 .. 

c:Ons1;11t~pg Agrearent between H. F.&fard Wr<igP and GEICO Corp-
oration dated June 1, 1985 ' · " · 

(i 
' Notice of election to exercise stock options and/or stock 

G. 

appreciation rights under the 1985 Plan · '' !) 

Annual Repor;t to Shareholders for the year ended DeC€!f!1]:Jer 31, 1985 

Consent: of accountants 

Infonnation fran reports furnished fu state insurance regulatory 
author:l:'t:'.ies 
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/ 
· AGI't£i~NT &ated A~gust,' 23, 19:85· between GEICO " lf1 '..:.o~,,, __ 

;::.' LY ~;, 

Corporation (the "Corpora'tion");: a Delaware corporation, and 

'John J. Byrne ("Byrne") •. 
" 

Q ~ 

~ 0 
WHEREAS, Byrne has been Chairman and ·cfi'ief 

·::: 

Executive Officer of the CCrporation and/or its wholly owned 

subsidiary Gover%111:~t Employees ,Insura!lce Company .. ("GEICO"), 

a District pf Columbia corporation, since May .1976·; and 

~EREAS, Byrne has 'determined,; to accept,, the 

position of Chairman and Chcd.ef Execu'.tive Officer cf another.·· 
~ . 0 . ·:Y 

insurance holding company ti'ilt wishes to retain certain o'f 

DJ ,, 

the employee benefits of the Corporation and .GEICO pending· .. , '" 

his election to such position and thereafter until 

January 2, 1986; and 

WHEREAS, the Corporation desires to have Byrne's 

services available to it as reasonably needed during the 
~· (J 

transition period when its new Cltairmifin and'Chief Executive 
'> 0 

Officer of the Corporation is settling irito that position 

and tl::e Corporation is willing to make"·ava:i.lable ·certain ... 
"--, 

' '1i 

employee benefits to Byrne during such period. 0 \~ 
\\ • 

NOW, THEREFORE, in consideration of tlle «·Pr~.1ises 
.. ' .: . '\, 

herein contained, the Corporation . (_> ' r, 

r~ 

and, the"mutual agreements 
fl, 0 

and Byrn.e .~ereby agree as f([llows: 

1. Byrne w~li continue as the ';Chaii;nan of the 

Board of GEICO and/or as an 'employee of GEJ;,C~\ until, 

January 2, 1986 or such earlier date as Byrne and the 

• 

" 

l.'.1 

- I ~ () 

,, '> . 
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-· -OD 
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t.c 
;f( -~ 

::-:.~;~~- '"'. ~ " 

:;c ..::< 
~ '·' -:::. 

'~-' 

0 

D 

- ;;-·._ ; I"' 

0 ;_ 

2· 

Ci 

, Corporation may mutually select: provided, however, that 

',I 

,upon his celection as Chairman and Chief Executive Officer of 

Fireman's Fund Corporation ("FFC"), Byrne will thereupon 
A/ I) 

"{" 

0 
resign as the Chairman and a ~rector of GEICO. On the date 

of this .. Agreement, .Byrne has resigned ,as the· Chairman·· and 

Chief Executive Officer and a director of the Corporation; .. ~ 

and the Corporatiohchas, with regret, accepted such 

<tesignation. 

2. During the period of Byrne's continued 

empl.oyment pursua~,t to paragraph 1, Byrne sh~ll perform such 

consulting and advisory services fgr the Corporation and 

GEICO as the then Chairman and Chief Executive Officer of 
\\ 

the Corporation may from time to time reasonably request1 
ii 

provided, .however, that Byrne shall not be obligated to work 

on a full time .basis or to provide services which would''' 

·~ ,inter'fare with .his other activities:,during such period. 

3. Between the date hereof and January 2, 1986, 

Byrne shall be entitled to receive from the Corporation a 

'salary at his present annual rate and to participate in all 

life, health, medical and similar insurance benefits and 

plans as he is now. After January 2, 1986, Byrne shall be 

entitled to receive payments of all amountr;, to which he is 

entitled on that date under the Corporation's Performance 

Share Plan, Deferred Compensation Plan, Profit Sharing Plan, 

Empl?yee Stock Ownership Plan and Employee Stock Bonus Plan 

0 



~1. 

1 ·,(il' 
·' 

ii,. 

0 

,.,. 

... 

0 

0 

.. ,. 

and to exercise the stock option dated'·August 17, 1984 

granted to him under the Coiporation's Stock Option Plan for 

Key Employees of the Corporation, all to the extent vested 
(.! ' 

in him as of January 2, 1986 and pursuant to the provisions 

of each such Plan. Byrne will not recei.ve a bonus under. the 

GEICO Incentive Bonus Plan witli respect to the· year ending 

December 31, 1985. 
" 

4. Prior to December 31, 1990, neither Byrne, FFC 

nor any subsidiary of FFC will, without the prior written 
c ' 

consent of the Corporation, solicit for.employment or employ 

in any capacity any person who is on the date hereof or who 

hereafter becomes, prior to December 31, 1990, an officer or 

executive employee of the Corporation, GEICO or any of their 

subsidiaries or affiliates other than any officer or 

eJ!i~Cutive employee who has resigned more than 12 months 

before such time or whom the Corporation, GEICO or one of 

such subsidiaries or affiliates has theretofore discharged. 

5. The Corporation and Byrne agree that the 

provisions of paragraph 4 of this Agreement may not be 

adequately enforceable by an action for damages and that, in 

the event of a breach thereof by Byrne, FFC or any of its 

subsidiaries or affiliates, the Corporation shall be 
c () :1 

entitled to apply for and; obtain injunctive relief in any '· 

court 'of competent jurisd'±~tion' to restrain the breach or 

\\ 
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'° 4 
0 

0 

Q 

threater&d breach of such vflolation o:c: otherwise to ,enforce' 
~, , 0 

0 

specifically such pro~Tisions0 against such 'violation • 
.. ::~ ' 

IN WITNESS WijEREOF, th.i.s Agriiiement has been ,, 
0 0 ·.• 

executed by the parties hereto as 0of the date first above 
\\ 

written. 

(~-~ 

0 0 
1_:-.0 

'\\ 

0 

("-

'A~reed as of the date set forth above: 

~~~ORATION 
(j 

CJ 

(.)· 

ON, 

f a 1 .., 
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Exhibit 10,-d 

CONSULTANT AGREEMENT 
0 ,, 

C' 

•O II 
THIS AGREEMENT, entered into as of January 1, 1985, by and 

befi:ween GEICO CORPORATION, a corporation duly organized and exist- , 
/~ 0 

ing\.rld~r the laws of t1'e State of Delaware (hereinafter called 

the "COMPANY"~i, and RICHARD G. ROSENTHAL, residing at 'l'opd Lalle, 
c~ . 

Briarcliff Manor, New York 10510
0 

(hereinafter cal+ed "RQSENTHAL"t• 

0 

" " 
WITNESSETH THAT: 

0 -" ~ 

WHEREAS, as a former partner of Salomon Brothers, ,, ROSENTHAL I 
has had extensive e/(perience in the field of bond a.nd ·securities 

,, 
analysis, and 

(J 

WHEREAS, the C.QMPANY has made a substantial investmen.t in 

I 

Bond Investors Group, Inc. ("BI.G"), a firm which provides, throughl .. I, 

its subsid.~ary, Bond Investors Guaranty Insurance Company, finan-,. , .. 

ciaJ. guaranty insurance coverage on various issues of municipal 1,_, 

D bonds, and 

WHEREAS, the COMPANY has requested ROSENTHAL t~;i serve as a ' . 

0 !i ., 
d 

d 
II 

:1 

" ,, 

Director of BIG and to render advice concerning its investment in 

this enterprise, and 

WHEREAS, ROSENTHAL is wiiling to serve in this capacity if 

so elected; 

/1 

NOW, THEREFORE, 

In consideration of the mutual promises and agreements of 

r::> "'the parties and for other good and valuable consideration, the 

parties hereto agree as follows: 

'; 

0 

I 

!0 
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,, ,. 

" "·) ,. 
' i.- c 

' 0 ~·: 

' ' l 
! 
,lf ,, I 
"' 

"' 
0 

' 
0 

.,o 

U; -"" " 

0 

c 

>') 

" -2.-

0 " -

l. c9mn\~ncing January 1, 1985, ROSENTHAL agrees to 

make his services· available to the COMPANY as a Consul-

0 

c;c··· ., 

·.~;:::o: 

tant as to all matters i::elating to municipal bond guaran-

the terms and 
Q , 

for a period of one (1) year, subject 
0 

conditions hereinafter set forth. 

to 

0 

·' 2. v ROSENTHAL ag0ee s, "if 'so rAected, to serve as a 
~ I .... " ·.· 
'' 

0 
·• "\lJ!ember of the Boards of .. Dicrectors of the COMPANY and of~'' 

0 

'il 

,, u 

BIG, and, as ·a member or chairman of a:· committee or com-
0 

mittees of thecaforesaid 
0
Boards. 

3. ROSEN'.fHAL 
\/&;) 

c 
Paragraphs 1. and 

0 0 

shall render the services described in 
' ,. - '' r:' ,_, • - 0 Q. 

2 above to theo COMPANY du~:L-:i;ig a period 
& ~1 

0 ' 
twenty (20} full working gays or their equiva'.:.u of up to 

0 
0 

lent per year, at GEICO Plaza .or at other mut\lally agree-

able locations. 

·4. For the period of ROSENTHAL'S service~ as a Con-

viously elected to defer his compensati_on unde~ the GEICO 

Corporation°oeferred Compensation Pl?an, ROSENTHAL's fee 
ti ' -

sh>~~;?e paid into h:s Deferre~ Compensa~ion Ac;:,ount in 

monthly installrn~nts of .·$833 .. 34 on the first day of each 
y 

Q 

~' 

. 0 

' .. 
d 

month commencirl"g January 1, i985. 0 
~· b 

5. If ROSENTHAL. shall be unaole (because of death or' !' 

disability), or unwilling to complete the services con- " 
t;:. ,, . 

0 

. I 

h 
!l 

.. :: . ,, 

templated under this Agreement, the COMPANY's obligation 

to make any subsequent monthl.y paymei;its sh~ll be termi-

nated. \\ 

() 
~;-

. 'lf~ 
--~ "' ' 
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' 
6. If ROSENTHA~ is serving, as a memberOof the Board 

('! 

of Directors of the COMPANY or BI<;, or as a membeJ= ox;, 

chairman of a colnmittee(s) of the Board, ROSENTHAL will 

' receive the customary ,attendance" fees for meetin_gs of the 

Board or of committe~s thereof, together wi-th the normal 
• • • .,J'· 

retainers pa.id to Directors of· the ·Compa!Jy. " 
' " . \\ c 

7. ROSENTHAL will be\ reimburs~d for all. r.easonable 
., D u" U,.._ :~ ~· '"··o 

~Cc;. V 

expenses incurred in con,necfaon. with. servicgis '\rendered ~Y , . 

h'im to the COMPAiq eitR,er '7s ,a consuitant or0 as a direc-
' 0 I ¢ 

tor, committee membe~ or chairman. 
I 0 ~ 

8. ,gOSENTHAL' shall not be eligibl~' to 
l) 

participate in 21 
• 

0 0 

any benefit plan 9,r program for emi?loyees 
() ' 

of the fOMPANY, I 0; 
U' o 1 

• including (but without;. Being ·~1imi.ted to) a plan
0 
or pro

GJ f' 
,.:::::. O= 

gram for life, acciden,t, hea:lth, medical .or travel,, insJfr- ;"','o Ir- - 0 'l..U 

anc~, executive incentive" bonus," stoclf options, perforC>:i 
\lJ " , G ., '·' 

)j --t:· © (::! 

mance share_s· or vacation or health leave,· except. where 0 

0 ~ 

such plans or programs expressly provide benefits, or 
•,• 

eli3ibility for bene.fits, to director.s of the COMPANY. 
' ~ 

9. The validity, construction, interpretation <;1,11d 

enforceability of this Agreement and t;,he capacity of thep 
0 

-, .>i) 

parties
0
shall be determined and go=z;ned by the laws of 6 c 

0 
the State of Maryland. . u QJ 

·; !J 

:) " ,;:•\ ·.- tY ,~ ~ 
10. This Agreement' is personal to eacn of the par'-ties g; 

hereto, and nei~her par®y may assign or delegate any of 
,~r \~!? 
!-' the rights or obligations he!'reunder wi.thout first obtain-

ing the written consent of the other party. 
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D !Pf!} . ' ·~ !;?: :, 

"11. Within ·the limitation-~ 11.set forth "'in \lAr'"ticle XI e-

(~~demnifica'tion) of''~he ~~~~. ~f0 '~EICO' Corp~r~ticm. 
0 ti -~ .Q ... .'; ~-- " _" -~- -._. ,_ - _--_,' ::_:'CJ_ " 

(copy at€ached) , nosENTHAf.0 sl'lall be indemnifie8 and i'~ld 

"' . _-..:;--·' 

~)';<, 

"har.'llless by the. COMPANYd'for any and all liab_ifi tY .and 
o~ · o a 

0 

" 

0 

• s'.·_:111 . _ ,,,., _ 8 _-'l 

~xpense, whethe~ civil or criminal, resu~ting fr,om anyo 

clai.m, action,
0 s~i:•t.,017; p

0

roceeding 0arisir'ig out ·'.of/)iis\.1 °\'ii '() 
0 0 0 _,_ ~" _v. • .:j;J:J .,·,. 

:c.tivi1<.ies as a e~~e~tor oof a,,~~/or consult~nt; to tc~ 0 °"qc 

CO.MP~~ cand/or.B\G, pr,o;ri.deCi h. e"'~cted, in ~()Od fait~I., ·~n '• • 
• \ "'" ,< • 

0 --~1 1i fl i~' .,.,,,, 

a manner l}e i·eason~bly belieyed 'tc-> be i11i or. not opposed 
0

' · 
Q ~ .-, '-~ ._ ··.,o 

'to the best interests .of ~he0 co'1PANY .and/cl~ BI~'; ''as tii~ l & 

l 0 

c ~ 
case may be'~ and wit@" respect t91ny ci:i11.1.inal proceeding 

_·. \~ -: ' b . 0 f__ - Q & (J (<') .- ·~;, 
inoa manner he reasonably b~lie~d notl' to .. be unlawful. 

u Qt)) 0 0 ~ 0 Cl v 

the entire agre-ement 
,, 

12. This Agr~e1ient constitute~ 
~ o~ 
"'· between the parties respect.ing tho cofi'sultj,ng services· of 

~~/'\, (J 

'.> - 'i, 0 

i 
• 
I~ 
1';:\ 

lo •' 
a: 
'Q 

I RO~ENTHAL, and there' are no J·epresentatic;ms, warranties 
0 Ai ,.: ~'\~ 

or commitments, except as set fqrth herein. This Agree- ~, 
" ' €1 

Cl 
m_ent may be 

executed by 

0,-, 

ii 

() 

._, 

,f 

amended only b:f a~ instfumen:t 
0 

in 
c. m 

the cParties0 he,,~etg. " " · 

Q. 
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" 

IN WITNESS WHEREOF; .:RICHARD G. RO~ENTHAL has hereunto ' 
•'.l 

affixed his hand,"' and GEICO CO~PORATION has caused this AG!l.EE-

ME~T to ·be signed and its. corporate seal to be· .. affixed hereto b'y 

its "5fficers thereunto duly authorized. 

C\ 

0 

IS 

(SEAL) ~) 

Attest: 

nnor, Secretary 

-

" () 

" ·'.>. 

0. 0 0 

\} 

RICHARD·G. ROSENTHAL 

Sm1 h 
r Vice President 
eral Counsel 

0 

!) 

{) 
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Exhibit 10"-'e 

CONSULTANT AGREEMENT 

THIS AGREEMENT, entered into as of June 1 1 1985, by and 

" 11 o between GEICO CORPORATION,, a corpora ti on duly organized' and 

O existing under the laws of the State of Delaware (hereinafter 

ii 
I 

" 
·I 
!1 
l! ,, 
'~ 
ti -, 
' ,, 

called the "COMPANY"), and JOHN C. STEGGLES, residing at 111 

Stoner Drive, West Hartford, ~Connecticut (hereinafter called 
0 

:"STEGGLES") , 

WITNESSETH THAT: u 

WSEREAS, ST~GGLES has had ~xtensive experience as a 

senior executive in the field of reinsurance, having served 

General Reinsurance Company as a Senior Vice President until 

his retirement in 1983, and 

WHEREAS, the CompanyC'is desirous of obtaining STEGGLES' 
~ ·0 0 

services as a Consultant·.1(1) in .:the field of insurance, (2) as 

to the evaluation of various insurance company.acquisition 

possibilities, and (3) as to the management of Resolute Rein-

surance Company, and 

ities, 

WHEREAS, STEGGLES is willing to serve in these capac
J~\ 
'----.._l 

NOW, THEREFORE, 

In consideration of the mutu·:i.l promises and agreements of the· 

parties and for other good and valuable consideration, the· 

. parties hereto agree as follows'·: 
\',, 

1. Cornmencing .3une 1, 1985 ,,. STEGGLES agree!'! to make his 
\~) 

services available to the COMPANY as a Consultant on all 

11 . 

i 

' 'i 

I 

l 
I 
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2 - 0 
0 

matters relating to reinsurance, the managemen;t of 
(;,'' 

0 - Q_· 

Resolute Reinsurance Company, and the evaluation of' 

various insurance company acquisition possibilities., for 

a period Of.. one (l) year, .sitbject to tl}e terms and con

ditions hereinafter set forth. 

2. STEGGLES agrees, if E;O "elected, to servt? as a member · c 

.o •:-1 

of the Board of Directors of the COMPANY, and as a member 
c 

ur •chairman of a cOIIUllittee or coIIUllittees of the Boar'"d of 

the COMPANY. 0 

. .. ~. 

3. S.TEGGLES shall render the services 

•t 
D 0 

described in 
--:-~_ 

' "~ 

\)' i 

~I 
I 
; 

" Paragraph l above, to the COMPANY during, a period, o'f up, \ ·· 

to fifteen (15) full working days o,i:: their equivalent per!· 
1. 
i 

year, ii't. GEICO .Plaza or at other mutually agre,l'!able loca-j ,: 
··J " n ·:-· v 

tions. :·· 

4 •. 

l 
For the p0eriod of STEGGLES' services· as •·a Consultant, t . ~ . 

the COMPANY shall pay STEGGLES' a Consulting E'ee of, 
; ' 
i 

'·' 
$15, 000, which shall F•'.e p.aid in? monthly ~nstallments of 

,$1,250 on th~ first day of each month commencing June l, 

1985. u 

' ' 

5. It is· un'.}erstoq~ that the CoJ'\..~ultant Fee provided for~ 

-~ 

in Paragraph ~ is in lieu bf, and not in addition to, anyi 

filfaer~' fees, commisE;ions; . or ot):\er payments that might 

othei:;wise be due his consulting firlll,'John.C. Steggles 
1?) 

and Associates. 0 

6. If STEGGLES cshall be unable (b'e~~use of death or 

disability), or unwilling. to complete the services 

contemplated under this .Agreement, the .COMPANY' s 

. -.. 

·,,.·_ 
i;; ---

" d 

"'· 

I . 

I 
I o 
' I 
' 
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;~l·igati~n to m_ajce any subsequent m~nt!:li.y' payment~ ,:'shalcl 
ft/'i'l ,,_... 

I) ,,_, 

~ . ~ 

o be terminated. " · 

7. 
0

• ~'f ,STEGGLE!?., ''is ~.erving as a member of th~ Board \bf 
'J _ r1 ,':' ,, 

" "birectors of the· COMPANY or as a member or chairman of a 
' ~ ', ' 

co111mittee(s) of the Board, STEGGLES will receive the " - «· - . 0 ,, 
5\ . ~~· 

custom~ry' attendance :l:ee for meetings •·of t:he Board, o't" of 
, o-·-

the. no:tma1 retainers 
·: IJ ",-:.1 e:o " ,t 

pai:d . to Dir'e~tor s of t~e C'oinp'~py. ''cu l(t;C .. 

:;) 
' ' ·~ ~ 

co111mi ttees.''thereof, to,gether· wi'th 
;;, > - ~ .,.' . - - . "' ' .. P y 

- ~ ., --~:\\L:~t~ .. ,~. . ---~j\:_,,._ .I'. ! _-
. «~ ; , STEGc;LE~~fwili. be rei~lmrsed. for aJ.l i;,easonable ex- ; & J 

penses 0:Lhcufred, in conriec:'tior?"with services re.ndered by. ' ,, . --~ . ' »~ . 
him to the COMPANY ei;ther as a con~ultant or a'~ a di'rec'-"". 

- .\' 

tor, committee member or· chairman. 
. - : (_>'· 

9. 0'STEGGLES shall() not be eligible to participate in C\nY . ' 

benefit plan or program for employees of the COMPANY, 

including (but without being limited to) a plan or pro- i 
I 

insur-! 
' 8 gram for life, accident, health, medical or travel 

0 

. 

ance., executive incentive. bonus, stock options, per for-

mance shares or vacation or :real~h leave, except where 
·~: 

such plans or programs expre'ss~y provide benefits, or . .,, 

eligibility for benefits to dfreqtors of the COMPANY . 
i) -... ':- ('\ \f} c : 

10. The validity, construction: .i.n~erpretatiori' arid en-

forcement of this Agreement and the capacity of the 

parties shall be determined,, and governed by the iaws of 

the State of Maryland. 

11. This Agreement is personal to each of the parties 
,, 

- () 
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hereto;' and neitl),er party may assign or "delegillte a:ny of 

the. rights or obligation~ hereunder without first obtain

·in';J the written cbnsent of the other. party. 
,, _ _. . l'' \) 

.12. This Agre'ement constitutes the entire agreement 
~ ' A ' , 

0 0 _ .;,; [.! between tlie parties respectinij' the consulting services of 

STEGGLES, and there are no representations, warranties or 

commitments, except as set forth herein.. This Agreement. 

may be amended only by an instrument in writing executed 
0 

by the parties hereto. 

\ ~. IN 

hJ hand, 

WITNESS WHEREOF, JOHN C. STEGGLES has hereunto affixed 
" 

a~d GEICO CORPORATION has caused this °AGREEMENT to be 

signed and its' corporate seal to be affixed hereto by its .. offi-

; ,. 
-~ . 

l 
• : cers ~hereunto duly authorized. 

'1-if (J .II_ 'k. \ 
.! Cfh . .,._ . ~ ~-
John c. s~es ·- ' 

(SEAL) 

Attest: 

D 

" 

Secretary 

GEICO CORPORATION 

By: X~'t'{L~ 
Louis A. Si}tpson 

Senior Vice President 
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Exhibit 10-£ 

CONSULTANT AGREEMENT 

THIS AGREEMENT, entered into as.of June 1, 1985, by and 

between GEICO CORPORATION, a corporation duly organized and 

existing under the laws of the State of 'Delaware (hereinafter 

0-

" 

called the "COMPANY"), and DR. H. EDWARD WRAPP, residing at 4738 

South Lake Drive, Delray Dunes, Boynton Beach, Florida 

(hereinaf'ter called ''WRAPP") , ·· 
'· 

WITNESSE'IH Tm(;}: 

WHEREAS, WRAPP has had extensive experience wi.th. regard 

to planning and management, both as a corporate executive·and 

director, and as a business consultant, including work with ·" ,, 

1-

companies ir( the casualty insurance 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; and 

WHEREAS, WRAPP has agreed to serve as a Consultant to .the 

COMPANY for a period of one (1) year in. the fields of strategic· 

planning, management development and human resources planning; 

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. Commencing June 1, 1985, WRAPP agrees to make his 
Ct 

services available to the COMPANY as a Consul~ant on all 

11 

l 
l 
I 
! 
! 
! 
I 
i 
l 

matters relating to strategic planning, management devel-

opment and human resources planning, for a period of one 

-l 
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(1) year, subject to~;;.the terms ;.i,nd cond:j,,t.ion ..... s hereinafte.0.C 
CJ "'-' =· ,_-~ \ \ 

set forth. 'l ,.::; 
-~ 

0 . 
2. ' WWP agr,ees., cif so elected·, "'to serv~ as ~ melJlber. of 

0 '• T· , .. ~ \~, . . ' ' 

:t'.he d.oard of Di;cectors. of the CO.MPANX i' and'. as a member 'c>r. 
0 .• _ _ • Cl _ • !) _ . D ,, · -·0 \,. 

chairma~1 
of a dommittee or co:mrnitteeil of the Bo~rd of the 

;i ;Y 0 
,·( 

~I. (! 
COMPA,N)'.. 

3. WRAPP shall "re.rider the services. described irt Para• 

" graphs .1 and 2 above, tc;:i the ·e::.o~.PANY du~ip9 a ~eriod'" 
, .. , 

of up to ten (10) :full working days or the'ir equiva],ent . - ~· ,_ , ,-, 

peJ:" year, at. GEICO ~laza . or at other miltual'ly agreeable 

locations. 

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

the COMPANY shi9,ll pay w"RAPP a Consulting ,fee of $20,000_, 

which shall be paid in monthly installments of $1,666.67 
1. 

on the first day of each month commencing June 1, 1985, 

5. If WRAPP shall be unable (because·· of death or 

disability), or unwilling to complete the serv'ices 

contemplated under this .p.greement, the .COMPANY' s 

obligationcto make any subsequent monthly payments snall 

be .terminated. 

6. If WRAPP is serving as a member of· the Board of 

Di'.:-ectors of the. COMPANY' or as a member or chairman of a 

cornrnittee(s) of the Board, WRAPP will receive the 
() 

customary attendance fee for the meetings of the Bo<ird or 

of committees thereof, together with the normal retainers ,. 

paid to Direptors of the Company. 

II 
cl 

( 

. ' 

' :~ 
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7. WRAPP will be reimbursed for all.reasonable expenses 
',o 

·" incurred in connection witn services rendered by him to 
" 

0 

the. COMPANY eitner as ·a consultant or as a r,lirector, 
G 

confrliittee ·!llember or chairman • . 
· 8. WRAPP shall not be eligible to participate in. any 

-,, 
be.nefit p],an or program fur ~mploy~es" 9,f. the"0CQMPANY~1 
including (but without being limited to) a plan or .. pro-

g:i:am.for' life, accident, health, ,inedical or travel·· insur• 
0 ~· Q j 

ance, executive incentive boll.us, s,tock options, per:for-" \f' 
vac~tio~ or health le6ave,exce~t)]tha~ "';,·:

1
, .· malice shares or 

I ·.· 
Plan- 1() 

ti· I 
WRAPP shall participate in' the ExeC:ut'ive Finan.cial 

-~ ~ 

ning Program, Annual 0ghysical Progi:ari\ and such oth~r;,, 
" 

plans or programs as exp:i:esirly pr.ovi¢ie benefits, or . , ~ ''o 

0 0 - " 

eligibility for benefits, to directors o,f the COMPAr.tY. . 1; 

.,. n 
and en-"' 9. The validity, construction, interp~ftation 

, . . . -. • .I 

forceability of this Agreement and the capacity . 

, I 
0 ! :CJ 

' 

l 
i 

·~· i " 
i 
' 0 

• !J -· 

parties shall be determined and governed by the .la,)N's;; .of· ' .. ; 

the State of. Marylatla. ! 

10. This Agreement is personal to each of the parties 
C: ,, 

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

the rights or obligations hereunder without first obtain- t 
0 i.f- .. ": 
ing'the written consent of the other party. 

'--· . 
11. This Agreement. constitutes the entire aireement be- , 

• . . I•' 
tween .the parties respecting the consult.ing servic~s of' . 

WRA?P, and there are no repr&seJ:1,tations, warranties or j 
commitments, except as set fo?>th herein. This Agreement ! 

i 

i 
I 
' l 
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may be amended only by an instrument 

,, 

in writing executed 

by the parties hereto. 

IN WITNESS WHEREOF, H. EDWARD'WRAPP has hereu~tcf affixed 

his hand, artd GEICO CORPORATION has caused this AGREEMENT to be 
() 

0 signed and. its corporate seal to be affixed hereto by its 6ffi-

.. 

·' 
! 

cers thereunto dv.,ly authorized. 

(SEAL) 

Attest: 

'D 

• 

\J 

-~-
Secretary 

() 

•. 

•) 

GEICO CORPORATION 

By:~-&(· 
Louis A. -~impson 

Senior Vice President 

Ci 

I] 

i 
I 
' 

\ 
I 
I 

. ; 

o:; 



.. 

v (/ 
\Y·,. 

>)_- 0 

aRevisedo 
Exhibit 10-"(J 
12/2/85 0 " . ··~·. 0 

" 0 

NOTICE or ELECT.ION TO BXERCISE STOCK OPTIONS AND/OR
0 

STOCK 
RIGHTS PURSUANT TO THE 1985 STOCK OPTION PLAN FOR oKEY 

.GEICO CORPORATION AND l}'S SUBSIDIARIES (TRB "PLAN"). 

APPBBCIATION 
EMPLOYEES or 

0 

0 .. C\ 

TO:. Secretary of GEICO Corporation 

A. 

B. 

G 

I hereby elect to exercise 
' 0 

the L_I 

L_/ 

Q 

" Incen:t,ive St()Ck Optidn. 0 \jl 
Non-OcJali fied S.tock Opt ion 

granted pursuant to the Plan as follows: 0 

( 1) 
Date of 
Grant 

( 2 l 
Option 
Price 

I hereby elect to exercise t~e 

( 3 l 
Number of Shar'~s 
to be.Exercised 

0 

( 4) 
Amount 

((2)x(3)! 

!_' __ / stc::::::x Appreciation R0ghts 
t'!'SARs'') 

gr/a~;ted pursuant ·to the Plan as fol lows: 
(l 

(3) 
( 5 l. 

( 6). 
n 

Aggregate 
7 i • 

qons L-Jri•~rat i.on 
to be 

Rece i n·ct 

.:; 

~ 2) 
Option 

Price Per 
Share 

Number of 
Shares in 
Res_pect of 
Wh(ch SARs 
Are to be 
Excercised 

( 4 .l 
Grant;, 
Value 

,12lxt3)! 

Market 
Value p.,r 
Share on 
Oat~ of 

Exe re!~ 

Market 
Value 

IJ3ix\etll 
;;: 

' • 6 ·. - .j . 
' !f; '----

* To bi completed by the Secretary after rec~1pt of this notice. 

** The date on which the.company receives notice of the exercise. 

1F AN OPTION TO BE EXERCISED: 

I wis,!t to: 

J_'I 

!.' 0 

0 

L_I Pay for the shares in cas.h enclose check made 
payable to "GEICO Corporation"! 0 

(• 

_1_; Pay fnr ,\j., shares in whole shares of GEICO ·c.-.r 
porat1on Common Stock !"Common Stock")•••: ._, 

1:1 

_!_/ ····rt 1 fica.te(s; attached in negotiable for·m. 

c_L_I r-.·rt1f1caters' will be delivered•in neg•1t1 
:tble form un , 19_ (such d" 
!1v~ry date shall be not more than 10 bus~ 
n .. 39~«1ays from the datl! of exercisei. 

\ 1 
,j 

;OVER) 
0 0 

(\ 

-



"-· .~ ..... 
·~·.. •.. 0 "-· 
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:,-

' . 

(I " 
I) 

···"i 
Q 

D 
L_I 

0 

0 0 

,. {'f' 

Pay for \be .shares •. i:>art~;ip 
Common Stock, as follows: 

• 11 o ·· 
1_1, 

$----~-" cash ~enclose 
·"GEICO c .. ar,porati.on"). 

:>) 0 

" in cas•h and pa.r-t l y. in 
0 

check m"lde .• pay ab be •to 
~ ;", t;~-

·~ ~ha'res of Comm.on StocR«~* :-"' 
" '"' ~ .. ·-· 

_1_1 
~,],• 

Ce,r;tificate(s) ,attach\~d in negot:iaryle .'f:"1rm. ·~~~ 
Ci ,.,, o- 6 

/1 

L_I Certificate C's) will be d,eliver;;'d' iii r,,negot'\.L. !i" 
~- - ref'.- .-able form on =-" , 19 ,'s·i1ch de-

livery date shall be "nc'it m·ore ·than l~O busi- ''->"'co 
ness days 'from .. the date of exer~ise,l. ';) 

••• If the option price 
'alue of such sheres will 
price~caf a share on the 
Listed Stocks on the date 

~ n 
is paid foO in shar~ of Common Stefs_k, th.e 0 

be the mean between ,°.'the high and' l()W .•S.ales ., 
Composite. Tape for New York Stock · E·xcha.nge .. " 

o-f exer·cise. ,_ - t.) ' 

C> 
[.;'\ 

IF SARs TO BE·EXERCIS~D: 
.Q 

Subject to ~he discretion of thecHuman 
Co.rporation. Board of Director{s~, I 0 wish 

"" 
Resources Committee of the GEICO 
to receive payment for 0 the SARs 

as follows: 

I ; __ , All cash 

All sharz.es· of Common Stack icvalued 
date of exercis~ of the.SAR). 

0 
() 

\t 
at fakr market val~e 

0 
an 

L_I Approximately $~---- in cash .and the balance in·whole 
shares of Cammon St0ck. 

to be registered .• as follo\.s: \'< 

Name 

A:ddress ~-,. 

Q 

--~--- --------
(_I 

i•"o· · Soci.al Security # 
r<:. :,.,. __ ..... ·. ·. _

0

0 u 
r~ 0 

n 

() -~· 

!+ NO.TE: If certificates· represe,nt,ing Common Stock are used to l',ay all or 
'· o::>··.pa:tt of the purchase price. of ·~n option, in:..relurn sPpa.rate c.ertifi- C\, " 
~.·· cates will b.e· delivered by GEICO Corporation representing the same num-
~-: .~befiiof shares as-,, each cet:"t•·ifir:nte so used a'nd an addifional certificF>t';. 

0
;,,I;_: w~ll b.e dei,ivered t'epresen''ti.ng the ii'dpition~) shares t6 whic.h the or. 
.. ·· .tl.onee is entitled as a: result of the e>:ercis·e of tf!•e option. 

'') 

,. Date 

~l~/PLANS(NLK-PCJ-ELECFRM.TXT 

-~~1-
~ 
~o-

(_> 

' ,-;; .. 

0 

" 

I) 

'\\Signed 
0.\ 

··ulb-. 

- .;.;';! 

, .. 

0 

,, 
o',, 
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ANN'uAL REPORT 

' 0 
(1 

0 

•) 

0 

C) 

50 
YEARS 

OF SERVICE 
.0 

') 

• 

,,, 

1985 

\) 

0 

1·1 

OU 
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t:~:::_.-.:~~' &-- ' ij 

€--F~J?-,_._,,- -"'-_(,)- -a" .·ei ;;· ··--· -::· 

t
·~: CO.iJ(lra.e He.adiiuart11rs:' . Crite~ioh Casualty. Company (CriteCion 
{. ,·. o~i'rio ;._; ~ " 

0

. . • c Casuait)\), a subsidiary of cri~eriorr;\. · 
_; •,; · . w~. D.C, 20076 o c 0 writes nlln-standard risk·private pas-· r- ·. - 0Telti1~\011e 13011·986-3000 ~ senger· automobile-insurance' GEICO 
f~ QEICO Corporation (the Corporation) General·Insurance Company (GGiC), 
' • is principally an insurance organization · a-subsidiary df GEICO, writes"i:xclu

who.se largest subsidiary, Governmerit , sively standard risk prlvate passenger 
. Employees msurance Compa~y automobile insurance. Garden State . 
(GEICQ), is a multiple-line property Life Insurance,Company (Garden 

>and casualty insurer primarily engaged State), also a subsidiary of GEICO, 
; ..... in. writing preferre4 ris~ private and1)GEICO Annuity and Insurance .. 

; passenger automobile insurand and Cofupany (GEICO Annuity), a 
>,] "homeowners insurance. Criterion .. subsidiary of GardenState, offer 
;;· :·· .• Insurance Company ((;riterion), a sub- ' consumer-oriented life insurance 

· <: ' .. · sidiary of GEICO, writes standard risk products. Government Employees 
/. ·• p~vate passenger automobile and Financial Corporation (GEFCO), a 
•.:\;.: . niotorcycle insurance with emphasis on · subsidiary of GEICO, engages in con-

0d11ar~eting to military personnel. sumer and business lending, industrial 

" "-' 

·~: (In thousands, except per shar.~ dafu) 
·-.~'>;-{ ·. '' -.-_,;; 

;o,-t -' ,' ',,'. ,C. 

·; _;PreJJUums ....•......... :· . .......•. 
'~i; }ii'~ ~tatn1ent: income (pretax)· ..... . 
;iN~mves~ent income (aftertax) .... . 

.'·)~~~!:1~~s .. ::::::::: : : : :.: : : : 
~ ':\Yeisbtdt average shares (I) ........ . 

;{' /~ra~11g eari:tlitg~ per share (1) .•• , . 
· ''.• Nitjn~me per share (1) ......•...•• 

•>:.·!Dividends paid per common share ... . 
}H"~5,0ts• ; ... , : ... : ................. ::_; ·· 

,/ .. 7>Sh~eholders' equity (2) ....• : ....•.. 
,. .. - _._, -_--" . .,, 1 - ". ,, 
• ~ • .. ·common shares outstanding (2) 
.. -.-- -_{Jo:· -_ ,- --- . . 

, Boolrvalue per share (2) ... ; ....... . 

~;' 
0 

Return on equity (three year ro_U!ng) 

<1> fully ai111ted.. 
,,·r2i, fully convl!ited 

.;;:· 

$ 

,. \\ 

0 

" 

0 

1985 1984 
·' 

1,01if:;o42 
,, 

$. 874,896 $ 

H8,3J2 108,186 
101,638 . 96,786 

77,639 1001409 
170,579 l3t\IJ13 
18,430 19i/660 ;;• 

4.21 r(s.11 
9.25 ; 6.68 
1~00 .88 

2,378,409 1,907,342 
515,636 ,. 420,401 
17,697 . 18,766 

29.14 22.40 
35.6% 28.5% 

" f/ 

';: 

.o 

\) 

0 

a 

" banking and the mar)<eJing Of 'If 
timeshare iitteivals. Resolute " 
Reinsurance•Company, ,a subsidiary 

- - .;_ - .-- - ~- 0 
of Resolute Group, foe:•,. in-.turn a 
subsidiary ·of GErCO;Corp'qrationt ' 
writes property and cilsllally 
reinsurance iri the '!lomestic''andJntcr•':, 

,'.' . - '(. \? 

national markets. GEICO Investment.~ · 
Servkes Company (GEIVEST), also a:~ . 
subsidiary of GEICO Corporation, is 
a registered investment a_dviser and 0 

broker-dealer_ engaged in marketiitg 
registerecl and non-r,~gistered _,.. ." · o 
investment•orien\ed 'products. The o · 

~- \",'- - ' _,-__ ,, 
Corporation andits subsidiaries . 10 

• D 
are sometimes referred to .as 
"the Companies'-' in thi'S fepoi;t. -:f c 

(/ 

\l •.. 
~~~ -,, 

•) • 
1983 1982 .1981 

,, . 

768,316 $ 731,719 $ .. 656,669 
96,478 s:!',743 

I! - :- _\I, 
66,401 

87,665 r.::i 71,758 56,494' 
94,824 77,483 64,~32 /j 

113,753 .\~8,848 83,286 
21,172 . 21,092 . 21,644' D 

4.48 3.67 2.98 
5.37 2.32. '· 3.85 

0 

.72 .56 . .48 
1,775,790 1,563,799 " '• l,362,oo9 

405,43!! 344;797 238,904. 
20,393 20,459 

(;) - -
0 

20,597 
19.88 16~85 11.60 

,::'.:: 

31.7% 32. 7o/o 39 •. 80Jo 
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• 1985 was a most disappointing year 
· for your Co1,11pany "'-- operating earn-
• c. - '<;! ' • -

mgs per share were. off 17 .60/o due .to 
'\tnderwriting.lossesin all p'ropei:ty
casualty companies. Our consolidated 
underwriting ratio was 102c9o/o com
pared to 97. 70/o in 1984 - well above 
our standard. 

failed to initiate adequate rate in
creases in early 1984.ils frequency and 
then severityb¢aan to trend upwarcLc. 
It takes23 months to fully e'am rate 
increases on our 12-month 'policies .. 

During the nineyears Jack served as· 
chief executive officer, the ·.Company 
llJade remarkable progress. His leadejc 

··~et incollle per share., however, ship produced significant improvement 
surged up 38.SOJo, reflectin'i substantial in management sl>ills, financial con• · 
realized capital gains; And return on . trols an'c! 3trategic pla.nning, as well as 
equity, which you expect us to .manage ·greatly enhan_ced shareholders' value. 
prudently, was a quite satisfactory ·~His legacy to' ihe organization is the 
35:60/o, Yet, Leo Go~d',Vin would not belief that. good manag~rs control their 
have been pleased. 0 environment and can achiev¢ an .. . 

We tell you something about oµr underwriting gain by staying with 
f0under, Leo Good_winj/ in this report. tried and tnfe principles - ''the old 
1986 is the. 50th year 01' Government way is'' best.'' He believed no separate 
Employees Insurance qfompany which .growth" objed'tive is, required· for 
he founded·fo 19.36. He believed that GEICO because new business would 
if you properly managed your"11nderc steadily in~rease if we adhered to our o 

writing results everything else should .. ' operating principles.,,He has'left·US ;;-- ~:"' 
take care of itself. He was right, of but his principles remain behind .. The. o 
~ ~ course. entire organization 'believes' we will 

Mr. Goodwin also believed ,that if achieve an underwriting gaill in l~B.6. " ,,, ·" 
you used direct mail and careful We have added another principie: 
µnderwriting to seek better than aver
age, responsible drivers and at the 
same time gave them quality service 
you could attract a lot of profitable 
business. He did so for many years 
and from '1946 through l973 GEICO' 
did .not have an tmderwriting loss. 

.In t.977 the new Chairman, Jack 
Byrne, brought,,GEICO back from 
impending insolvency and then 
reaffirmed Leo Goodwin's fundamen
tals and specified several additional 
operating principles: 

• Maintain a disciplined balance sheet 
• Be the 101~-cost Operator 
•_Achieve an underwriting gain 
• Invest for total return. 

. Jack retired inJuly 1985 ::- just as we 
began to fail the underwriting gain 
principle. As previously reported, we 

.;;~ .. '--~ • -- ' ~J . 

'·.; Be taflatics· f<ir good_ser~i~e. 

GE! CO has always .stressed good 
service. But we recently concluded ' 
something else ls needed si!!ce Wes~em 
to have strayed from Leo Goodwin's 
single-minded dedication to ~lltstand-
ing service. · ;: 

Some really great things happened 
during 1985. SubstanUal focreases in 
new .business and good persistencyoin~ 
creased GEICO's volu11tary automobile 
policies in for.ce 6.1 OJo ~ with writte.n 
premiums up 22.20/o! GEICb actually 
grew too much early in the year, 
which exacerbated the underwriting· 
loss because of new business excess 
losses. We believe that an auto growth 
rate of 5-60/o in policies.is about what 
we can manage. However, this should 
provide written premium growth of at 

3 
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least 16-180/ofor each of th~ next few 
yearS;.. ... ,,,,'-· _,, ·'11 

. Out investment .portfoliO:, continued. 
to perform wellin 1985. Iilvesting for 

· tot~I return ailowedTou Simpson to 
support our netincome ~iili ,almost 
$93 million in capital gairis, both long 
and short-term. We benefited from a 
terrific bull market and several merg
ers. of companies in which .Lou fortui

, tously had large positions. Lou also 
managed the·purchase. of a substantial 
block of our stock. That has worked 
out quite well for you. ' 

Criterion, which writes standard 
auto insurance primarily for military 
personnel, had a terrible year, .GEICO 
General, which writes standard auto 

·insurance for civilians, 'had a terrible 
yearc Criterion Casualty, which writes 
non-standard auto coverage for both 
military and civilian customers, had a 
terrible year. You'd think there might 
be a message there. But, we b,elieve we 
simply failed as managers and that 
these business.es can be profitable. in 
1986.' 

GEFCO, our finance affiliate, had 
' its second best' earnings year of recent 

times but
0

it was nonetheless disap
pointing because return on equity was 
an unsatisfactqry 10.6%. GEFCO's 
sales of vacation timeshare intervals 
were below plan, even as their basic 
loan and banking businesses prospered 
nicely and showed improved results. 

Your reinsurance company, Resolute 
Group Inc., had !I horrible year with a 
126o/if underwriting ratio (to go along 
with the.reinsurance industry's poor 
results) that reflected too many world
wide catastrophes and several other 
large losses. Still, the industry is . 
getting significant rilte increases and it 
seems reasonable that. Resolute should 
dri significantly be!ier in 1986. 

.'," 

0 

a 

Our small life.insurance arid invest- ·· 
· men~~efVices busi.riesses prospered~ 

111otlestly as· they stl!1ggled to develqp 
a .niche in their respective fields. These . '·· 
·btisine~ses .are discussed in more detail 
later .in this report. 

Government Employees.· Insurance 
Company's natural underwriting ratio.' .. 
of 101.2% for the year and 99,9%. for 
the fourth quarter suggeststhat fate ·· 
improvement .has overtaken losses. We 
have great qaith in newly .elected GEICO 
President Eugene Meyung arid the six ,, 
profit center managers to get agequate 

· premium )evels and underwriting 
results back on track in. 1986. They ' 
reduced our.·expense ratios (showri in 
the top chart) almost one.fullpoint in. 
1985. This plus underwritirig,contfols 
placed on new7 business a11d substantial 
rate increases should iead us to · · ·· ' ' 
improved underwriting .. results in. 198.6. 
However, new policy sales are likely to 
decrease somewhat. 

I986? We'li stick with the funda-· 
merltals. I see an underwriting gain, · 
reduced new sales levels, but steady 
growth iii policies in force, written 

" premium and. total revenue; More 
expense reductions. and productivity . 
improvements should J)ctur. bpel'ating 
earnings per share should get a. nice 
boost, but because of the realized 
gains in 1985, net income will be 
tough to match. c 

We'll try even harder to Make It 
Easy ToDo Business with GEICO. 
We urge you to call us or refer. a 0 

friend to one of our "fanatics for 
gbod ·-Service.'' 

jdLf'?: 
William B. Snyder o 
Chairman 
March 4, 1986 
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. Your total'portfolio had an excellent 
"· ,i:esult for the Year, eilmirig .an· aftertax · 
'fotal return of20.7"1o ... The niajor factor 
which movecl' stock aii'd bond. pi;ices 
higher was the' sharp. decline ill interest 

·· rate!;, 1!1Uch lafger. than l anticipated ill 
m}" 1984 letter. Common stocks were 
ag3in the best performing secror, with an · 

· aftertax. increase of 35.S"lo. The gain on 
tax-exempts and preferreds was 17.3"lo, 

· also a gratifying result. There are three 
factors which comprise .aftertax total !) " 
return: (l) ciirrent portfolio inrome from 

· · interest and dhid~ds; (2) net re8Jized 
capital gain (or loss); and (3) the net 

• change in unrealiz.ed capital gain (or 
loss). For 1985 realized capital gain of 
$92.9 million was the .stat component. In 
addition, the unrealized gain on equity 
securities, after deferred taxes, increased 
by $27 .3 wJllion. 

The t_op chart illustrates the results of 
GEICO's fOCllS on total return for one 
sector of the portfolio, common stocks, 
for the five rolling three-year periods 
(12/81 - 12/85). We are very pleased 
with these results. They will be tough to 
replicate. 

In 1985 pretax investment income 
illcreased 9.4%, and aftertax 5.0"lo. The 
growth in aftertax investment income was 
modest due to the usc"of $74.8 ihlllion 
to repurchase GEICO Corporation 
shares, the repurchaSe of .$14.0 million.of 
GEICO Corporation debentures, and 
investments in several large arbitrage posi· 
iions, which effectively converted currerlt' 
income to capital gains. In addition, we 
illvested a greater percentage of the port
folio in taxable fixed· income securities to 
meet corporate needs. 

During 1985 your investment team 
made several major shifts in the portfo
lio. We reduced equities as prices on .a 
number of positions reached our target. 
Also, we tendered two large holdings 

(Nabisco and aeheral Foods)'.;5fhe• · . 
proceecls frolD these"'.Sales. ">yere used to 

· purchaSe U.S. Treasury ahd municipal 
bonds. In tbClaiter part' of the year, 
intermediate to long,term tiiX-exempis 
seemed attraCtive colllpared to altenia, ·· 
tives. Unfortuniitely; the .market _moved 
up rapidly and GEICO did rtot llci:umuc 
late as many bonds as I would· blive · · 
liked. 

What do we do ·for' an encore in 
1986? Your best bet is for us to pay a 
lot of attention to. downside•rislc and · 
hope that several lllajor opportunities' : 

(~ - ' - ' ~- . 
develop ihat we are astute enough to • · 
recognize in a timely fashion. The eco
nomic: outlook appears reasonably good 
with the. expectation for better· real 
growth than ill 1985. Continued modest 
inflation will be helped by_ lower energy 

. prices, but hurt by a weaker dollar. r 
fear both tile budget and trade deficits 
will become more troublesome as time 
passes. I am concerned that the easy po
litical solution to these problems will be 

· .. 1i-. 
,~ 

to have higher inflittion. We .expect no 
major moves in interest rates in 1986. 
Bonds look a little cheaper than stocks 
statistically, but the outlook for neither 
group appears colllpelling enough to0 
make a major strategic oommitlllent. We' 
believe for stocks to continue their 1985 
performance, lower interest rates or much · 
better !=lings will be necessary. 

I have a sense of deja vu, as we arf!· . 
in about the same position .as .last year 
- no strong convictions. I just hope 
we can find a few "big money ideas" 
in 1986. 

~«1~ 
Louis A. Simpson . 
Vice Chairman 

'March 4, 1986 
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~; ~1936 Govommoot 
<::.·; __ ~--;- Emploljoos lnsurnnca 

-----~ CompnnY~ know_n as 
:. '- __ GElCO,. founded in 

::.. Texas·-by Leo_ Goodwin 
an~ .Chlaves Rhe~): 

0. () 

entrepreneurs aii'd great fortunes are 
made. However, in t.936 at age 50 he 

- '' ' - ••. ' ,' -- >_\ -· ,' " 

chartered Government Employees 
I~suran~e Company ·inFort Worth, 

. Texas. He had sought out• Fort Worth 
banker. deaves Rhea, who also 
believed. ill. his idea. Rhea agreed to 
·inyest $75,000 if Goodwin could put 
up. $25 ,OQO to capitaliz~ the fledgling 
coit)pany,.which was chartered on 

· 'Septemcier I, 1936. Goodwin received 
'25ofo. of the0stock .and Rhea received 

• .1 ... 5 .. %. In''J936,.cap. ital was•a v~ry " "! ' - ' ,_ ' -

t:5car~e, commodity. . . . . 

1937 GEICO moves to 
Wasliington 0,C';', nnd 
'incorporates thCfe. 
'Offices are In· the 

"Investment Building, 
_1.5th arid K Str9ots, 
N.W. G 

fa tl;l.§' difficult early years, Leo 
G·. d ·" 1·

1 d h" " L"ll" k d po \v1n_ ;in JSc:Whe, . 1 ian, wor e 
12 hours" a day, 363 days a year for a 
combined mortlhly ~alary·of $250 . 
.Leo Goodwiii won.Id devote' Saturday 
afternoons and Sttrldays personally 
preparing handwdttenresponses to 
customers' inquiried. ot>compfaints. 

r.J · ti: .. ·-.. - __ ' 

They had targeted gov~rriin~nt 
employees as prudent drivers . 
and as persons with steady incomes. 
There were more of them in 

.•. p 

: ' o.· . 'l\; ·'J. - ' . " - • -- ' 

Washington, D.C~, so the company 
was moved there and rechartered on 
NovemberJO, 1937.. · " . ·. d • 

As Leo Goodwin established his · 
principles ofselecdng safe drivers 
from among: government employees 
and military per;bnnel, he utilize& 
dire.ct mail exc'hlsfvely. However, mili
tary Mrsonnel. oil.. ti~arby. military 

. bases got u~ed to having him personal, 
ly solicit them on weekends, fie was 
the company's.evangelist for low 
prices and good service ·for preferred 
risks. 0 

Goodwin worked tirelessly to. est.ab' 
lish a reputation for !)nsurpassed ser- .. 
vice to policyholders. In the fall .of 
1941, ~- s.evere hailstonn damaged 
<thouSands of"cars in the Washington, 

'' D.C., area. Goodwin arranged with 
repair shops fo w&k.24 hours a day 

,;-; 

, ',\T 

',-; 

{!' 

0 

"exdusively for GEICO policyholders. 
Anticipati\lg glass shortages, .Go.odwin 
had glass. trucked infil Washington. 
GEICO's policyholders had their cars 
repai~ed in days; others:1wai(ed weeks. 

11· •. : 

'- ·-< 

•\ ,. 

'.!. 

' 1948 Grnham· 
Newman Corp. of . , 
r-'aW York, ·oavid !¢:byd 
Kreeger of _Washington, 
o.c·., and E.R. Jones 
and _Co, of .Balti'moro 
purchase thi;t._fthea 
family's· GEi.CO stoci,:. 

( 

G 



This 1sM fype.:soo 
Mapnatic Drum 0.;:i'ui· 
P;ocossing Mochf"no1 
· jluf:1~hase_d in. 1956, 
. _ ~~ tha Company's 

lirsf,,'itlilj_or-1:ommitmant 
' .!,':-~-";th automation. 

\~}}~aiisfi~d policyholders told the.ir 
L't •triends about the great service GEICO 
,o. provided .. This kind of.word-of-mouth 
:•\ ;,r,i;cpmmendation still accounts for 
:;:{ much of GEICO's new business. 

The new company's underwriting 
losses declined each year until a $5,000 

< underwriting gain was achieved in 
• ~1940; \Vith a $15,000 net income. This 

was the first of 35 consecutive profita
ble years. But. World War JI would 
soon shake the foundations of the 
young company. 

E.ven though Leo Goodwin 1vas then 
•SS and too old for military service, his 

;,;;•. (bµsiness would be exposed to the 
•;- rigors of wartime. His military and 
,. • ·' government employee customers 
i· •.. fr~qtlently moved about the country; 
;i ')lfere were rationing, price' freezes and 

· •:. ihe shortages experienced by the 
·civilian economy as the nation geared 
ilp and fought Woild War II. · 

, .",Members of the Goodwin and Rhea 

1 )'~families, a young Texas dynamo 
··.~named Al Kraus who joined the 
_;i ··. 

t 
D 

~~J9'A9 c~~ •• ~Y pu,c 
~-~-':,',c~ase~ :die' .Ci_E.fCO 

t~·i~?~: BUIJdl-~.u .. ::14th '&,,. L 
~.: -i )'.;SJ.rl!.~1s_,·fJ.W~ r_qa. 
t~·::~-\-:-6~itt0ry tiuUdrng, ·'with 
· .:'-'\aJB,000.sqillfre -feet of 

:'..:- .. spDce1· cost--$525 .. 0QO .. 
·; .>~_;i·ptuS;.',.$20o*Ooo for:.,; 

-:fL'.:~-·"~-~~,f?· -.. ; 
"-;:-,1949;iGl)vElrnrnent Etri• 
·~:-:'PfO'Yjl~~--Corporation, a 
> -:·Dftlawaro iinonca com~ 

:_parl..Y, is organtzod~ 
·.,'.C·-.,: .. , ·- - ' - \i 
1949 Govornmcnt . 
'' EmPtoyees· Life 

J_n_suranc·e ~ompany i!J 
incorporated in the 

;;,District of ColUmbla. 

l• 

1950 Co,mpany moves 
Into tho GE;ICO Building 
a't 1'4tr, arid L Streets. 

1950 GEICO becomes 
licensed In New Yorlc 
and. nine other- statos. 

In 1959 1,ioo Bmployl,es arrlv_ed foi--_th6 11rst.-day 
of .work i~ ·the no.wfY cohstructed 

Op.:roflons BuUding fn Clievy- Cha.so;· Md. 

company in 1939, and a group of 
young female employees kept the com-

0,pany operating. \\ 
1946 saw millicns of citizen soldiers 

returning to civiliarr life and trying to 
make up for all they had missed out 
on as quickly as possible. People with 
new cars arid new homes - ali with · 
insurance needs - found GEICO 
perfectly positioned to participate in 
the rapid cgrowth to.follow. A group 
of young returning veterans was hired 
after surviving Lillian, Goodwin's 
steeiy eye as personnel director. They 
would form the backbone of the 
company's management team over the 
next 40 years; many are still active 
today. 

New business soared: 1946 written 
premiums of $2.5 million were 50"7o 
over 1945 and statutory net income 
was up over 400"7o reaching .a total 
of $117,000. Success wa5. apparent 
and somewhat breathtakl~g:' Iri 'I 918 
the Rhea radii!y sold, itsr·75"7o stock 
holdjng to the prahal\\-Newman 

1952 Now lnformaHon 
office at 125 Broadway 
Stroot in New York City 
is so popular' that an 
underwriting staff is 
added in 1952 and a 
claim staff in 1.953~ 

1955 Federal Housing 
Adminlstratlon "Building 
at Vermont Avenue Si. I( 
Stroot, N.W., purchasecl 
iil 19!:)3, Is.-.ronamed 
GElCO Operations 
Building. 

1955 Company begins 
\1'1tlting fire insurance 
for dwellings and per· 
sonnl effects in D.C,. 
Maryfoni:J and Virginia. 

In 1960 ·a· nf>'W. tele.;,. 
pl1on8 syS~eni W..ts 

instnfled· that coUld 
nccept 50_ incoming 

calls af onco .. criter;on--lnSur:.rince .'. :' 
Cdryipany· was-:-: 

orgaiiized In -"1961- to 
provide. ~tomobne 

lnsurancB, fof .enlistoil _ .-i' 
ndlitary personnel •. -' - µ~ 

Corporation and a .small_grmip of · 
• ~:· ~1' ._t: -· (')-~. 

·private 1nvestots_.o-· . · · (, 
The Value .Qf the Company was 

approximately $3 'mi!lioh .. Later that 
year, when the slack ha.d been:, split o 

into. 175,000 shares; Graham;Newman 
Corporation distributed it~ stock"to. its 
shareholders and the Company became 
publicly owned, trading Clver-the-- " - (' 

count~r at abollt,$20 per share. 
Employees we;:;., being added so fast 

at all levels .that e'\ien t:eo Goodwin 
was· having •a difficult,,time instilling in 
them the sound ·fundamentals of his 
business - careful underwriting, 
quick, pleasant and, fair claim service 
and constant at.tention ·10 expenses to 
keep the pr~miums lqw - with result•· 
ing good prClfiis and increasing stock 
pri~e. 

H'e was hardly aware that his 
company would soon attract the 
attention of Wall Street and the 
investing public due to sensational 
growth of the. insurance' business and 
~~~<financial results. 
!<; 

n 
" 

'o 

~' ' 

1958 Leo Goodwin 
retlrus and becomes 
Founder Chairman. 
lorirtier A. Davidson is 
blectcd president and 
general manager. 

1960 Company lnltl· 
ates homeowners poU~ 
cy ptickage. By 1'961_; 
homeo\riJno_rs Insurance 
was being offered in 36 
states and ihe District 
o~ Columbia, 

' 
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''·'. \•;Evtdencing .the acumen. of tlie. buy
·~ .. "c,ers; ir(l949 GEICO passed the $1 · 

. • G~)trll!~n pront.111,ark · ~nd begal1_ to 
,, '.~ •. expami the sc9pe: of1ts operattoµs. 
t? j ~ J:;vo1conjpi\i'1ie.s were· star~ea _._ " 
~:;.;, ~:,G.overnmen.~ Employees Life Insurance 
, ~ ,,• (::qpipany (GELICO) and. Goverµ~enfo . 
;, . E!Jlpld)'~s Corporation,,(GECO), a . . 
"'' : ··finance company: , . ..· 
'ii. ' ii' As evidence 6f Leo Goodwill'. s · 
rr~. ' progressive thinking and concern for 
,, < .· en1ployees, h~ int.roduced employ~/: 
~'E 'lleferred profit sharing and pension · 

'.· pl~sin}952. These would allow 
!#'.~ :.employees to participate in Company ...,,.,,,:o ·-·,- -.,,.,--_. - " ., -: _._ - . . • 
;' :, '!!1"oWlh.''anCI en,courage them to rem am 
·· • in .the GEjGb family. · · 

• .. Jn 1952 GEJCO broadened its 
· lµSµtance eligibility to include all state, 

; .•. •county and municipal employees, thus 
-.;,.,._ .. -_ '._' _- ' -- . 5 • ._:gaining a much larger group of 
:/.;'prospects. dvef 41,000 new policy
:,•<iiolders · bo.ught GEICO insurance that 
\<C,-~:c·c~ ·_- - ' - <)'_ 

}:';year - written premiums increased by 
,:r, more than'500/o, to $15.2 million.· 
· · · . '. Jn'cl954 Goodwin became concerned 

--., ; .-;-", '-;~_.,, ; - ' . 

.. }96f Compod;.opons 
-:_:_th8\firs:t -W_est_ Coast 
-,~:9ft'(c;e.ht$_an Franclsco. 

. _,-~_.,,Jiaridles sa_les, policy 
;_'-.. _li~_f'.ViCe _nod sOttlement 
:'.. ;~t i;:labrl_s. ·(} 

7i~~~r'.0-~~0l962·· ~-~~ern~ent em-
'-('·,·:. , -·plo(Oes. t=inanco Cdm-
. pany_ (G_~_fCOl is formed 

,J_n Denver. 

0 

1964 Lo~mor A. 
·- Davjdsort js elected_ 

Chairman and CEO. 
Devid Lloyd J(rOaQor ls 
nnrried vice cfl~irman 
and. prt:isidOnt. 

1~:1:~·5'5·. Ge1pci ~·Pen·e~ 
its; first dr1ve~in claim 

~entef ii_t.' C!iSV:'i 
· Chaseo Md ... ·. 

q:ln··.f973··Ge1t'O:eXPan<1: · - · 
. .. · .. - · .. '-"·.edJts'potentlatmatket 

"' . a·y .-1968:G~ft:o. had' Offices .fri ~'4 ·stateSi to embrace all proter,red 
Was.hjngtoi:i. ti;"C., E_nglarid,, W. Germany a~~ risk drivers irrespective . . 

Okinatfa, of a~e. and occupation; 

0 
0. 

!.'> - '. - ' ' ._- - ' - - ~' 
about.the. deteriorating publk image 
6r gqyernnf~n~employees. He decided 
t<> sponsor an advertising ~ampaign 'to 

. ' . ' ''\'..\ ·: : ' _- -.-·· , .. -- ..... 
counteract the unfounded; negative 
generalizations. aooubgovernment . 
employees. The GEICOcatn11aign 
helped create a .better understanding · 
and growing appreciation of govern
ment employees. 

In 1958 eligibility was. further 
expanded to include civilian: profes
sional,. technical and. !Danagerbl 
o~cupational grimps in addition to 
government employees .and military 
personnel. GEICO was dependent on 
these groups until 1973, when all 
occupational guidelines were removed. 

GEICO President Leo Goodwin, 
retired on i')-farch 26., 1958, at age 71, 
and became Founder. Chairman. He 
had. seen his no.vel concept - with its 
operating principles of selling !lirect 
and marketing to preferred-risk 
customers - grow from $104,000 in 
written premiums to $36.2 miJJion in 
1957. From a handful of employees 

1966 .Norman L. 
Gidden ts elected 
prOSidont. 

1970 Lorimor A. 
Davidson.retires. David. 
LIOyd Kreeger named'· 
chliiirman end CEO. 

0 

• ·.. . • . . 0 g 
and policyholders, the company had 
grown to 98~ employees and 485,443 
policies' ih 46 stak3l, the District of . 
Columbia and th~:'te~ritories of Hawaii 
and. Alaska. ..., · " ' 

Investors. had fared well, too. If one 
· !fad purchased 100 shares' of stock in· 
, --- .. ' \"'\ 

1948 for $2,000, J1e would, at . 
Goodwin's retireme!lt!O years later, " 
have seen his Jnvestment grow to a 
value of $95,ooO. · 

"-' 

John J. Byrne-By 1975, 18 years 
after Leo Goodwin's retirffment, . 
GEICO was in financial trouble .. 

.. Bet~~en the ,years 1972-74, the 
introfiuctioh of no-fault insurance and 
public clamor over skyrocketing insur
aiice rates resulted in states requiring · 0 

prior approval of rates, mandatory 
insurance regulations aQd mandated 
rate reductions. Federal wage and 
price controls subsequently stifled rate 
increases needed to cover increasing 
costs. Some company decisions did not · 
turn out well. AU these developnlents 

1971 GEICO becomes 
f!fth largest stocl< Com· 
pany insurer of autos 
in U.S. 

f 971 Founde< Loo 
Goodwin Sr. dies at 
age 84. 

'" 1972 GEICO passes 
two million policies 
in forcer. · 

1973 The 01a:\ndl· 
lion Woodbury, N.Y,~ 
regional officO(ls for~ 
mally dedicated. 

~-' 



,., 
0 0 ' 

l>roukt1J GEICO to the. brink of insol- · 
'vency in 1975. . . • 

. ->".'- .,. ,, - ' -.':!-~ 

In May 1976 the Board of Directors 
elected Jo6n J. Byrne as chairman'; 
'president,,and CEO. J)'i;i~13ytne. took 
; _- - " -. ' c > ~-· ,_. -« 
three· drastic steps to•;.\ltlahe company 

- ' - - - ·" - ,.- ->' 
-: ai'olllld. . --

• OPERATION BOOTSTRAP - This · 
included rate increases, vigorous o 
cost controls and a· reunderwriting 
of the entire book of bi\siness. 

c .o .. 

tion, aggressive 1Danagement .of availa
ble resources and. a basic bt~ines8 that 

' '<.:_;__ • ~ • 

deserved savmg because of .its umque 
mark/;ting approach which provided 
good value to tile public. 

GEICO reported a $5.8 .million ·net 
income in the third quarter or"l 976. 
Operating profit returned for the first 
full year in 1977 with a 3° per share 
dividend declared late that year. " 

GEICO created 
• ~REINSURANCE - J;lyrne Convinced "sister companies" 

" . 27 ~EICO competitors that to begiiming in 1949. 
, provide reinsurance relief was in These were created 
~.)>. . tl)eir best interest. by issuing° rights to 

i.·.•.: ... p.·.· .••. >.·. • ;:k~:
1

~r~ o~h;a:~:~~~ent . ~~s~e~:~:~!~~~!, 
0

~i~~~~::!s~~p 
, _ . Brothers agreed to underwrite a vest€d in GEICO. Thus, when the 
~> . ~76 !ni~lion stock offering, , financial difficulties of 1975 occurred; 
IA'C .. mcreasmg common stock to it was impossible for the sister compa-

r'.·.·.· ··.·.a. n.eq .. uivalent of 34.3 million shares. nies to provide financial assistance to 
• '· , With. these steps and the assistance '°'GEICO. 
'.-- IC· ; ·:, - ; " - • 
' ·. of tough Washmgton, D.C., Insurance Beginning in 1977 GEICO began to 

!£'-~- Superintendent Maxirrlillian Wallach, purchase stock of the sister companies. 
\~:,;· GEICO was saved. Considering the diverse businesses, it 
t;;(,- ,!his ,was a. ~fmph for state regqla- seem.~d0apparent that a holding com-

. ·~ ~'"'' 
:--:}:-''.', ',[) . ~; 

·~--,: 
:;6:_,:·:·.," 

';: l974()a~ld Lloyd 

1981 Resolute G•oup, 
Inc., is formed as a 
wholly Owned subsidi
ary of GEICO Corpo
rntion. 

1981 WHHam B. 
Snyder is elected ptcsl· 
dent of GEICO -:· 
Corporatton. 

1981 GEICO 

. ,< -<! 

-f_i_GEICO COrpor_otiOn 
/began· tradiriif on the 

fn- 1..9B:i .the .San Dieyo·, 
br'Oncl1,offico was 

upQrnded tiJ a regional 
office to further 

improve sales and 
service for West 

Coast ~.tates. 

Now .Y,ork Stock 
ExCharige 

October 1, 1980. 't=:-

pany was needed. In January 1979, 
GEICO Corpo]"ation.was formed. 

The current 'affiliates of the 
• v ~ • - -· 

Corporation are listed and described 
a - . " . 

on page 2. " 
Beginning -.in early 1979, through a: 

seri.es of purchases and tender offers, 
the Company steadily reduced 
common shares outstanding to 17:7 ,', 
million by December 31, 1985. From a 
GEICO dividend of 3° per share for 
1977, the GEICO Corporation divi
dend has steadily increased to 27° per 
share for the first quarter of 1986, 
indicating an annual rate of $1.08. 

Today, the parent operates as an 
insurance organization whose largest 
subsidiary is GEICO, which remains 
the flagship of ouP enterprise. 

GEi CO Corporation is positioned to 
provide a wide array '&f insurance and 
financial services to families and 
individuals into thtii future. With. its 
premiums over $1 billion - and assets 
over $2 billion - Leo an\'.I Lillian 
Goodwin would be proud. 

!/ 
/I 

I\, 

0 .. 

1982 Crltedon 
Casualty Company is 
forrned to write norr• 

1982 A ~O·state 
property casunlty com• 
pany Is acquired aild re· 
nn~ed GEICO General 
to Wflte standnrd 
insurenco. 

C.:Stnn~dard risk nutomo· 
bile irfsurnnce, 

1983 Safe R;der Child 
Safety Seat Program 
announced. .;: 

'.Kri:tege_r-·retlres. Norman 
•~:~ ·. ,e_.Gidden Ts elected 

-··chairman and CEO and ... ·. 
--::'-- __ ·.n_alph: c-_ P'ecl< is· etect .. 

1976 On May 5 tho 
Bdlird of Directors 
elects John J, B\lrne 
chairman, !Jre~ident and 
CEO. Byrne Initiates a 
three·phnse recovery 
plan. 

1978 Shareholders ap
prove the formation of 
GEICO Corporation, 
Jack Byrne is elected 
chairman, CEO and 
president, Investment Services 

Company Is formed. 

1982 GEICO Corp. ac
;_:; quires Gorden State 

1985 Jack By•ne re
'-iros. Bill Snyder is 
'Clected chnirmanf p~osi
dent and CEO of Gf:'ICO 
Corp. Lou Simpson is 
elect~d vice chairman. 

ed. president. 
~~. ~ , ,_ . - ·o 

:'ti· 1974 Macon, Gn., 
I,'. r_e~lonal <{jlce opens. 

_.r,o,,, 

1976 By September 
the company a_chleved 
a not income of $5.8 
million. 

1980 GEICO In· 
traduces 24-hour 0 c 
service. _. :;:::'.:• ~· 

1981 GEiCO Corpora· 
tion sells its 66% 
interest in GELICO, 

life Insurance Compn• 
ny and chartCl-s. a new 
coriipnnv~ G_EICO 
Annuity nnd lns-urance 
Company. 

1986 GEICO ,, 
cele~rates 50 yeers of- ' 0 
service. 

0 
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· Governme!1t Employees Insurance Company ~ :_ ,".2J '·•<':" ::, 
it.I 

N'et 
Cl1ang9in 

" Unearned \'; 

JJ vi'!r 
Premiums Written- Premium ,~1 _Premiums Earned Loss Expense 

v .& Service Charges Reserve 8t Service Charges Ratio Ratio 

ii' 

" 1936 $ 104 $ 49 $ 56 60.2% 14.6% ,, Q 

1937 238 83 155 64.9% 38.1 "lo 
1938. 40;£ 

0 
JOO 301 0 .68.6% 23.8%· 

1939 ' 566 81 -~: 486 64.6% 25.lo/o 
1940 768 121 

(_\ 
647 65.8% 21.6'<'70 

1941 1,211 222 989 66 .. 6%, 2o"'~"'· f942 0 986 (.150) (£:! 1,137 53.6% 35.9"1o .. 
1.943 !,IOI 37 ·::_1 1,064 53.0o/o 33.40/o ~ 

1944 1,316 D 116 1,200 56.1 o/o .31.00/o 
" 1945 1,639 168 1,470 68.40/o . 29.90/o 

--\\1946 2;456 458 1,998 75;8o/o 15.90/o 
1947 4,009 805 3;204 64.80/o '13.0o/o" 
1948 5,905 1,002 4,903 57 .9% 13.20/o 
1949 n 6,615 403 6,212 56.30/o 12.90/o >.-'-
1950 8,017 680 7,337 63.00/o 14.30/o 

1951 10,040 1,110 8,931 ~' :,\'•_ 66.1 O/o 16.50/o 
1) 

1952 15,184 2,561 12,623 67.10/o ,, 14.50/o 
" 

• 1953 20,959 2,880 18,080 63.90/o 14.3"7o 
1954 

c 22,298 664 21,634 54.50/o 14. ~.O/o 
1955, 25,785 1,547 24,238 58.6% 15.80/o 

1956 28,373 1,876 26,497 69.6% 16.20/o 
1957 36,246 4,447 31,800 76.5% 15.60/o 
1958 46,627 6,09C' 40,530 66.30/o 14.0o/o 
1959 56,959 5,616 51,343 69.30/o 13.70/o 
1960 65,022 4,223 60,798 66.60/o 15.40/o 

1961 75,382 6,441 68,941 73.60/o 15.3% 
1962 83,426 5,o3r 78,395 75.80/o 15.10/o 
1963 96,050 7,105 88,945 75.40/o 14.90/o 

'';, 
1964 113,712 9,584 104, 128 79.60/o () 14.00/o 
1965 136,659 12,936 123,723 77 .Oo/o 13.7% 

1966 164,821 15,229 ._._,._ 149,592 74.70/o 13.30/o 

19Ji7 188,537 -· 12,374. "'76,163 79.50/o 12.90/o 
1968 216,663\ ! 15,791 200,872 82.40/o 12.60/o 
1969 256,212 22,601 233,611 84.50/o .12.4% 
1970 324,100 34,857 '-~ 289,243 85.6% 12.1 O/o 

;-,._,:,.'· 'l971 428,349 51,0'.fo 377,329 82.90/o 12.50/o 

~.·.····· 1972 479,652 27,774' . , ' 451,878 80.20/o 14.1% 
~\ 

1973 534,220 34,683 .· 499,537,( 82.80/o '""~14.80/o 
1974·• 565,226 28,537 536,690"- 85.4% 15.50/o 

' 
1975 669,012 65,691 603,3il 109.,8% 13.90/o 

1916 463,410 (lll,992)' 575,402 99.1 "lo 12.00/o 
1977 454,290 {9,310) 463,600 86. 70/o 15.10/o 

<:'] 0- 1978 550,344 42,715 •.;07,629 80.2% 14.90/o 

" 1979 535,785 3,703 532,082 ·•79:'1% :' ~1~.lo/o 
1980 

.-, 
559, 138 14,188 544,950 80.70/o l5.6% 0 

1981 610:,,294 34,650 1:> 575,644 80.5% 15;00/o .. ,,,. 
1982 666,424 15,635 650,790 79.9"7o 14.60/o 
1983 720,24? 34,316 685,933 76.90/o 15.60/o 
1984 838,660 55,278 783,382 80.8% 14.60/o 
1985 1,044,089,. 117,376 926,713 86.70/o 14:.1.0/o 

~ 
10 

··~ 
() 
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. . -[n 1_949-:My~t;ec -

Pitseribarger was_.hftpd. as 
D file clerk_. far:.GEICO. 

Thf:ough thtiJt_oa_rs. Myrtle 
9retV with the ·cainp_anles 
-and_ today holds l_he''posf· 

- :tton _of Assistant. 
_·-corporate Socre_tarf. 

''Some· people dOn_'t rOal· 
lzo how.Jnterestlr;g-(Jur 

industry· really is. 
FallOwiilif the pro_fjress of 

, Our c_ompanfcs ;fs ·exciting, 
e-yen tlJough our.b~fc ., .. . _ _ _ ::._,-,'.: :_-- _ ,-' -~..,, _._ ._ -

b-uslness approach fs·.11nchanged. ·rho work enviro_nmetit·_couldn't be be_tte(, 
and the benefits are_ attractive.- GEICO is slmplY, .. a nit;e place 'ro worl(. ·~ - - . . - ~ -

\f ii 0 
fl ~ il 

0 " ();] ~ 0 El -<:;"" ,~. :-\1-
;11; '. ·~~. aiid o~ua!lv Jnsurance some"'.hat. About. 9J.l o/. 8f GEICf?.~s 
;-:-<~-: -, .. .--_!t,._~t~ .. ,, ___ -- - __ 0"-';i~ Customers)'accepted-6uroffer'to·:ren'e_W 

the corner~tone ~f '!J;;} property and ' "--'" --- . 

;· ; 

·:.J 

;i' Prlvlita Pa....,.ger · 
0 

th_eir ·coverage compared to 93.8% .in 
.:~-- AutoniobllB·lnsurance (r _ 

·" · ,, "· · · · HJ84. Exclusive of residual market 
<it,Gci•..;,~ E":P"'~ r-, .. ce comP.,ny ~1\Jusiness; such as a•.signed risk.and 

~. ':!.-·~ :::::. .Com· CompanyO · · 8ther involuntarily0written policies, 

casu;)lty operation, Criterion, . . 
organizedin'l961, is primariiy 'respon- . '!, '· • 
sible for meeting1 the auto.mo)>Ue . ·· . . 
insurance needs"'of younger 'a'nli•t~ 
military personnel and other mil~ta~ 
base•related groups not meeting "'' ';' 
GEICO'~ preferred risk·Qnderwriting 
standards. New customers. ar.e acquired 
and.service is providedprimarily .·· 

v . pany automobile policies in for~e totaled 
, !!.~ICC G"-"' lnOunmc:e Comparyy '1.3 million at year-end 1985, a 6040/o 

1' '' increase from th.e 1.2 million in force 
''Fifty years of service, a trllditiomfor at the end'of 1984;\~"A' . . · 
the future.'' With this as its slogan, An important part orGElCO's 

S/ Government Employees Insurance marketing effort in I985 R<as to begin 
l:\ii' -~oinpa!1y, the flagship subsidiary of achieving a more balanced geographic 

1 ; · ,·f GEICP ~~oi'pora~i~1• begi~s its sixth 0 distributimf~of its principal lines. 
~"" _, .. decade· as. a provider of pnv.ate Promot.ion ofthis concept anr.l~heavy 
t;:;,:"., ~a5senger ~utomobile insurance. 2oncentration on attracting high- 0 
'4.,--_-; _. .< ', ---·- ' ' ;:: . - - - 1.7 

tL .'; :,Q>GEICO is now the nation's fifth quality risks, primarily through direct 
~-o, :.Iaflgest'shareholder~owne!ICj:lrivate response methoc!s, are the major com-
'"·' .::passenger aut() insurer. Its unique sys- ponents of GEICO's 1986 marketing 

·. :, tern ofdoii;.g business - using direct strategy. Production of new business 
·j:,,_·r.e5ponsuimarketi_n11 techniques and by General Field Repre5entatives 
,;) ;j!15upng drivers with good driving (GFRs) became more significant in 

•/; {records - has enabled QEICO to ,11 1985 as they produced 12% of 
w~~: . deJiVer low-co5t, quality insurance proc'li' GEicCi's new automobile business. 
,,. J-ectfcn for 50 years. At the same time, Because the Companies us\'-'<ljrect 

·.·. l:myhasis on el\.cellent service causes response marketing methods,"-·<lata 
~;· .~custr.fmers to Riiow that it's easy to do processing continues to be an increas

. ·~1ftd-~J§ill:ss w!th GEICP: The Comp~nies ingly important part. of achieving 
... •":·were msunng 2.4 mdhon automobiles operating and marketing efficiencies. 
//J'a{"the·end of 1985:• During 1985 phase two of the. multi-
: {j;, ··"!f 011n!led in 1936, dEICO opfa;ates company system was implemented, 
'''';:~j.n)lleDjstrict Of Columbia and all thus completing a project begun in 
~('\, state5 except New Jersey. While insur- 1982 to bring all the Companies' auto 
~;:1,jlig faffiily automobiles is GEICO's policy and claim data under<Il single 
~;::'. ;:.1arg'~t busiriess, iL.alsci. provides other system. This multi-company system 
-~- .... _._. .. , ... __ ("_ .!'--: >:!-.. .... - ,; 

;:,:~ ·.Pi:rs'()ll)il]ines such as homeowners, eliminates the rrtundanc~es in two sys-
~.~~~~()!1al)1mprella liability an~ .o terns and provides the capability to 

I:\.'b<>at()Wners msurance. In add1t1on, handle polid'es •and claims quicker and 
· \5elected reinsurance lines and credit- more efficiently. System enhancements 

reiated insuranc~ are offered. ln l985 to further improve, productivity and 
'insuring private passenger aut~mobiles customer servi=e are planned for 1986 

. accounted. for approximately 90?fo of 4and beyond. 
.. oGEICO'~ p~e111ium volume: r;J ·Over the past few years a significant 

· . . GEICO's ·automobile policy . element of the Corpo~at.ion's strategy 
. ' • . J!ersistency remained ai'tradi(fonally has been the developi\]e'ftlt'6f a multi-

. high,levels in>l!l85 but.turned down company structure. \vitil. <='.EICO ,~s 
-.~.·.z.1.f) . . . .. " · ·< 

:.qP. ·(0. 
~t~;;-~;::_:", ,~,;-_.:_ -

through GFRs (commissioned agents). 
The GFR Program has 109 offices 
operating in 31 · states. Criterion writes 
private passengerautomobile and 
motorcycle insurance exclusively. 

Criterion. Casualty ·Company, a 
Criterion subsidiiil;y, was. formed in 
1982 to offer non-standard automobile 
insurance principally through GFR's. 
Criterion· Casualty is currently licensed 
in 29 states and operating in 19: This 
segment is believed to have growth 
potential once underwriting profit
ability• is achieved. " . 

Criterion's underwriting results, 
including Criterion Casualty, worsened 
in 1985._The 1.mderwriting ratio was 
111.20/o compared to 109.6% in1984 
and 102.!0fo in 1983. In 1985 further 
steps were initiated to reverse this · 
trend. A large number .of rate " 
increases were implemented to. reflect 
risk experience, and underwriting stan' 
dards were strengthened While an · 
expanded vehicle,,inspection program 
was introduced. Positive results from 
these programs began to appear in the 
last quarter 00985. 

Cl,llICO General Insurance Company 
iscfdGEIGO,s1,1bsidiary acquired in 
t9s2. GGlC presently operates in 33 
states and the District of Columbia 
but is licensed to do business in all 50 ·~ 
states. '!lllrough direct. re511onse mar
keting GGIC has the role of providing 
standard risk automobile insurance to 

-, t 
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f· most civilians noimeeting ,GEICO's f" prefe~ed rule standards. Underwrit\pg 
n; . tes11lts for this segment remained ·. " 
'' ' . unprofitable in 1985. Premium rates 

( were tncrea5ed ~~bstantially and . 
. ,,.. ; urideiWriting. startdar.ds strengthened·. 

, The result will D'e slow growth until 
profitability is established. 
· ln 1985, the Corporation's automo
bile written premiums, including ser-

·_ - -·i'' - • ' 
vice cllarges, grew 23.1% to $1,029.9 

. rttiili&n'foll~wing a 14.8% .increase in 
~'1!18'\/Voluntary auto policy premiums 

{' -' 

~. · iilcreased by 22.9% while premiums 

~.·~ .. : ..•. L ... '. from 'assigned or involuntary business 
Iii ftjsli 26.8%'. In response to higher 
i,/> court awards, increases .in medical and 

;; 

., car repair costs. plus accident frequen-
:~:~,cy (whieh began an upward trend dur
''iI1~1984), the Corporation's voluntary 

,:;:r,~lFs countrywide increased B.2
1
ro and 

};>involuntary rates were up 1.3%1!' While 
i .. ':~ut<l tafe levels fbr the industry in 

!i'c,:7general moved moderately higher in 
lf:;, '1985; iridustrywide rate improvement 
~'. )iflikely to be a long process because 
t,~~e!ati~~lyfew competitors maintain 
f:·;'Our standard. for rate adequacy. 
. ;' GE~CO Will, ho~ever, stick to its 

1/' J>hij()~Ophy of achieving an underwrit
. 'Jng•.gain as .a measure of success. 

••• ,i\,tlllal of 473,842 automobile 
.;(:J4imswa5 reported to GE.ICO and 

t·,. ;¢rftetlonfol985,.representing a 9.7% 
., ::Jncr~e fromthe 431,843 claims in 
:;p l984i'Theincrease reflects the greater 
,. ~;number :<!f pblicies in force, rising ac
;•f~ii~t. frequency and a record year for 

.::.,¢atastrophe losses. In comparison, the 
. number of Claims reported to GEICO 

.and Criterion incr~ilsed 10.8% in 1984 
·following a 3.0% reduction in 1983. 

Claiiil settlement C()Sls rose through
, .out.the yeat but, for car repairs, at a 

somewhat slower pace than in 1984. 
'fhe costs associated With repairing 

0 

j) 

' . 

,, " ' - . 

Bob ~11".Nbe(~y·.: j~;s- bee~'. 
with GfUCQ·!Qr4-~.'Yesrs ...... 

-From his, .early days as_ sn . . 
.insulanc;e'·clerk( to· ,Ills 

· current_mnna.gemert posi- ·_ 
· · .. tloh; As$;stant--VlCo.: · 
Pre~ident fo't· Crltarlon 

fnsu_ra'npe Company, :Bob. ~ 
has- found :tiff'. work 

li'JtrigufniJ; nWo_rhtng a( 
· .-GEICO 'is: tascintftfn'g ahd 

-°- challenfllng_.: It seems 
·',·JikethecompanyJarrive._ .. . .. ."·· .,. .. ::.-·-·-·· -. ,_ .. 

· ~··.···at .in the mornln_g is not_ the .sama campany-I;m going .to. leave"ilt.rrlght~ 
Somethi_ng ne.w Is a·l.ways _happening hefe.· lt•s' been ·that· wa.Y: for:43 y_ears.';: 

. . . .~ .,· .... , ·n - -:'J ~- :~ . -:; . - , . 

< 

automobiles increased at an estim~ted' 
annual rate of8% compar~dto lOOfo 
in 1984 arid 6% in.1983/Persorial · 
injury claim costs, whi~h are. more. 
difficult to quantify be1!au$e of.the 

" mixture. of .old and new claims; are 
estimated to have increased .approxi
mately 12% in' 1985 following .in
creases, of 10% in 1984 and 7% in 
1983. 

Overall, the Companies' property 
and casualty underwriting results were 
disappointillg. For the first time in 
nine years the prQperty and casualty 
operations experienced an underwriting 
loss. In 1985 we had an underwriting 
loss of$31.3 million compared to" 
gains of $23.l million'and $37.2 
million in 1984 and 1983,: .. respe.ctively. 
The Statutory Underwriting Ratio for 
property and casualty operations 
(GEICO plus affiliated companies) 
was 102.9% in 1985 compared to 
97.7% inl984 and 95.7"7o (after 
policyholder dividciids) 'in 1983. The 
Statutory Underwriting Ratio for 
GEICO alone on a natural basis was 
101.2% in 1985. Recent indications 
suggest that although ·claim· costs 
continue to. outpace the national infla
tion rate; our premium rate increases 
appear to be adequate for these 
increasing losses. 

D CJ 

Homeowners Insurance 

GEICO's homeowners insurance is 
marketed primarily through direct mail 
solicitation of our current policy
holders. Underwriting results deterio

,,rated significantly in 1985 due 
primarily to record-breaking weather
relat~d cat'iistrophe losses of over $7 
million. Catastrophe losses made up 
al.most 13 points of the HI% 
underwriting ratio in 1985 compared 

to Jess than 3 points of the 94.30/0 
Underwriti~g ratio in 19.84. ·Written 
premiums, including serviC'e ccliarges, . . 
increased l5.3% to .$675million from 
$58.5 million in 1984. Homeowners 
written premillms accounted for 5.8% . 
of the CorP()ratiori's property ;ind. · · 
casualty premillms in 1985. 

In July 19S5 Consumer Reports 
published a survey on homeowners 
insurance service for years ~982,84, 
rating GEICO last in claim service, ori' 
a list of 23 companies. Even though 
our claims service had been. ,steadily 
improving, management immediately 
zeroed in on indieated problem areas. 

,In late September Hurricane Gloria 
gave GEICO's homeowners claims 
department an opportunity to respond ~ 
and. demonstrate cufrent service capa
bilities. Policyholders filed .over 5,000 
claims, almost 10 times normal catas
trophe Joss experience. Local and 
emergency claim teams worked around 
the clock. Policyholders sent scores of 
letters complimenting the Company on 
its fast and fair service. In a subse-
quent independent survey measuring 
customers' attitudes. about our post
Gloria service, 920fo of the poli~y-
holders said 'their Claims were handled 
fairly, 93% said tli~y were dealt with 
promptly and 94% said they would · 
recommend GEICO .to a frierld,. We 
were ple'i;l;ed with this corrob.oration · 
of our improved homeowners sefvice, 
which many policyholders said was 
"the best in their neighborhood;" 

Other Property and Casualty Unes 

In addition to its automobile and 
homeowners lines, GEICO offers boat, 
yacht, accident and health, and per
sonal umbrella liability insurance. 
As an accommodation, GEICO also 
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~.=-:J~~~·.iJurtifi G_e1~d. .. ... ; 
: ,Plo):S.'$_-Building -SUIJOl'ln~ 
. 1tsndant untl.$erves·.on.- t_he 
, GEICO Cro_dft'Un'io'n .BoiJr,J-

0_.f DlriJClo_,._ti.'}'Aft6r .25 -:- ,, 
<:Y.ars:-:wlth :,,h_a Com_pifny- _ (l 
. :'.l~ve .. seen :a. . .fo.t of"go_od· ''. 
. · peOplo. pasS'.thfough these 
s,,hafls. It'~ _,he· emplOyfliJS at 
·.·GEICO,. and-,he -buslnesti·. 

- · " , phllosophy they folfoW, 
rhltt m•kw Wa ·• successful companr,. 1

• As for the future, ~·under our current 
·::. -~~~!!~~~-t_·:~~~: _G.~1,~_'!?~_.fl!'=f",9,. f!·I~~~·~·~~~- I ~".1~~ Jo ~o· a~ b_C)Bn:''. ~~ ,; -~ . 

'·lll!i!lilillll ..................... . 
'-/./(~?-::'~-; 

ti'.-",. 

'"iL f "'oi( ers.'fi~e alld comprehinsi:e.,personat 
\, lia~UityiD_suran<:~, These lines ·. • · 

•!ci; ~ombined'accounted fqr less than 2."lo 
. >Pf propeny and :~asualty written 

premiu;>ils in 1985 .. 

Reinsurance 

·. Resolute Grqup, ;fnc,, the 
. ,. Corporati&n's wtlolly owned pro11erty 

.. and .ca5ualty teinsurance subsidiary, 
has. been based in New. York sihce its 
l'orination in 1981. Through its subsi
d1i{ry, Resolute Reinsurance Company, 

. ,; .• ;(t'WJ-ites d.omestic and foreign · 
\ Jtns~tance on both a treaty and facul' 
;·., tative ·basis on property and other · · 
'.c'\shcirt tail risJ,s, and opera(l)s as a 

• J>rofessiorial reinsur~r, offering .its 
;:Services through reinsurance brokers 
· ,and other intermediaries. 
~JD,,both the doinestic and interna
IOnal inarkets feinsutance result~· fot 

';( ,~ _-.,,-' - _. '-, - : Q . - ' - ~ 

;.·'.1985 •were catastrophic. It was the · 
''wcit~t'year in history in teqns ofnum-

~:!aJid'.sevcrity of catastrophes. Many 
'{fr;fuce .markets disappeared dur: 
}~8~ be~ause o!Ycompanies with-
.. gJ&m areas of the business 
/lit •Jriany cases, insolvency of 
~anies: The threat·Of insolvency 

\,,,-.. '--"'_ ".;'.' ·-'. . .. ·, __ ,- - . 
) $pllJe·.i:pmpames remains a . 
il:iil)m for 'the i,ndustry even as rates'' 
f'iill:r¢ased substantially in some 

.ofl5usine5s during 1985. . 
. _,, er,fi'established companies that 
sufficiently capitalized and well 

,,.~~g~~· can begin t~ prosper by. tak, 
.11sadvantage of these. mor~ adequate 
rat~ cforing 1986 and 1987: 

~esolute's iosses·•from catastrop.~es, 
·.· '.'fina11cial guarantees and appliance 

war:tanty 'busirtess, combined with. , 
.··. 'S\>rn¢falted reinsurance.security, . 
· · ~~111ted''in a year far worse than antic-

ipated; Its underwriting ratio was , . .. . .. 'O.. . 

125.9% in 198.5 comparedto J08,8o/o · 
in 1984 and 114.4% .in 1983. 

Res0lute's reinsurance premh1ins ·. 
· as~u'}l-ed. in 1985. we~~$6~.41.million, 
"up from $38.6 minion inJ 984 ... ·.· .. ., 
Approximately 520/o .of 1985·premiums 
were retaineil for its net accoullt, llp 
from 45% in 1984 and 40"/o inJ983; 
witlr. the balance ceded to other rein, 
surers. Net e;u-ned premiums were • 
$28.2 million compared to $15.S mil-· 
Hon in 1984 an(I $6.2 million in 1983. 
Due to adverse foss experience jn 1985 
Resolute incurred an operating loss of 
$3.5 million compared to income of. 

0
$LO million in f984. The net loss, 
including realized investment gains, 
was $1.6 million compared to net 
income of $1.1 million in 1984. 

. Resolute is well positioned to take 
advantage of market improvements Jor 
1986. There is reason to believe that, 
withqut a repeat of the 1985. catas, 
trophe experience, the large rate 
increases and an Improvement in 
contract terms will make 1986 a much 
better year for Resqlute. 

Financial Sel'vicas 
To Individuals 

life and Ha81th Insurance 

Garden s- LHe ln111r11nce Company 
1~, • 

GEICO Annuity and Insurance Company 

Life and health insurance operations 
are conducted through Garden State 
Life Insurance• Company and GEICO . . . .. () 
Annuity and Insurance Company. 
Garden State was acquired by GEi CO 
in 1982 and GEJCO Annuity, a 
Garden State subsidiary, was formed 
the same year. Garden State is licensed 
in all states except'New York, West 

. ' . 

Vfrginia and W,ypming;. GEICO ·· .. 
Annuity is JIOW Jkensed in 25 jurisdic

. "tio~s with applications.pending in 12. · · 
.· a~diti?nal'i;tates. . ... · . ·.. . •.··... . . .•. ' 

GEICO Annuity began mark~ting 
.. individual,,term !ifdnsurand ill 1983 · 

usibg direct re~pcmse metholls. This .· ... 
effort was expanded in 1985 by using 
Garden State as the. underwriting 

· company for states .in which GEICO 
Annuity is not licensed. The face 
amount of new term life insurance • 
written in 1985 was $640 million 
compared to $550 million in 1984. ~ 

Garden State offers si;:gle premium · " 
annuities to property and casualty 
companies, primarily its affiliates, to · ·· · 
fund structured settfomen($.of liability 
insurance claims; Annuity premiums' 
from this . source were $7. 7 million in 
1985, up from $4.0 million in the 6 
prior year. '. 

In late 1985 Garden State began 
offering individual life insurance .. 
produets, including universal life, in. It'.··. 
the greater Washington, D.C., area; 
through a small group'of commis-
sioned agents. The .. offering is 0 0 •· 

advertised by mailings !,O custoiners 
of GEICO and its affiliates. 

The !985 premiums and benefits qf 
thr,. life. insurance companies were up 
sharply• from .1984. Premium income . 
Jumped from $9 million to $50 milliori 
while operating earnings Increased to 
almost $2 million. Most of the 1985 · 
increase in premium inco111e•came 
from group life and health insurance · 

. marketed·,and administered· by an in
.dependen~ specialty insu~arice company 
under an agreement wi{h Garden . 
State. This group insurance is,.offered 
to small employers in all .but a few 
states. Garden State recently entered 
into a similar agreement ·with an un
relate'\J life insurance company which 



·(:Nfa;~_-_Le~1s,. s;nror Pi.r·-. ··· 
_· ·rolf-Spe_clalist" •vas hf1'8d · 
__ bj .f.Jlllan_ GOCidWtn .. 45_~ .:'--. 

0 -.--: 
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'.'-:rears 1190; ~~.In:. those .day';: 
_ ... we had n,aybe·7!J .o_t 8(1 c 
· _emp~oyee~ ·-~: ev6i-yo11e feii "1._: 

a ~:._ 

a 
' ()._. . ; 

· like __ thdy_ wpriJ .a .pa.rt-.·{}(:· 
(1ni;i _big fa_mily. 4 f W/rilt_.has 

· workl_n_g at GEICO ·171eant · 
~{.''.'If<'-:>.·<<-'··_,-'.--. c-_·,. ~:.-._-c_ .::- ·;· - _ <.':-~:_ . :. '. .. '::_, - . to._Mar)'7, f'Jt~s m_y whole 

.. _.:.J;ltt•::J~•f"n\tl!fJOfabfe ·pJ~ce_.ro:"'f_Otk.-·Management has_ BIMfay_s_ been. ac;;.._ 
~~·l~6i.'.111'it1"r~ugh-_tlie·-ye_ars wa~ve had talentad·people-here_, a( GEICO<'·· 
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~~(l ~Peeililizes in the marketing mid 
';,;;ad111inisttatfon of grqup life and health 
'.iins~ranc~'. l.Tndei- th~ arrarigement, · 

,,; Oaraen State group insurance·\vm be ' 
< ()ffered to small employers in states in . 
,;~·whichthe l!nrelate'1 company is not 

~f •licen5ed .. ICshould be noted that these 
.. . .companies planto eventuaHy take 
·· backtilis.group life and.health 

business; 
t- - '_,•.., <;} 

"-'.-'---~ij·Co:'1~.-b~Htnt sefvice•_ Company. 

tq~(~p InvestmentServices Company 
;'.\s .;1,"registered Investment adviser and 
;~i'Gl:.er-d~aler. It pro~ides investment 
,.. apa!lem~nt iind adlJ;1,inistr.a~ive serv

(or Government Secunt1es Cash 
l.lriai il no-load money market mutual 

".i\ii4i•11nd GEICO Adjustable Rate 
"jeferred fund, a. iio'load corporate 
:. Ji management fund .. The Company 

,serves asinvestment adviser to 
'Gmwth: Fund ·or Washington, an 
"'~~load fond which seeks. · 

h gfcapital .by investing ' 
'.lfin secudties of companies 
uilitered or having .a major place . 
nessiil. Washington, D.C., 

aiill or Virginia, . 
• • "ilf~idends paid by the .GEICO 
~~til>Je Rate Preferred Furid (the 
iidfcan be up to 93. J % tru< free co 
' "''rations since they qµ;tlify for the 

;J:l,!vlllends .received deduction 
ericufrent taxJaw. The Fund is 

:i'~i@ciii9:,j6. states and. the District of 
.,:'.~q1urnbia. It is marketed directly to 
'"cbrporationsthrough .media advertising 

·: lll!dthrougb distribution and service 
· org~nization agreements with 
,tegistered broker-dealers and banks. 
'The.Fund produced a total return to 
:1nvc~tllr5 of IS,59%for calendar year 

'_',: 
. t- .-.-_ ~ -

::;::
.·-~-/,;;,;,.,i'-,,_!~,.:::-;·,·-,, 

II· . 

1985.. At year ~nd assets .under 
management had grown to $76.3"mil~ 
lion, up"from $49.7:million a year0 

earlier. . ·. . .. · · 
·The Growth fund. of Washington 

was initially offered through an .under• · 
w.riting .that was comple,f~d August 7, 
198:L Assets acquired··through the 
underwriting totaled$2S.3.million. At 
ye;ir end, this fund.'s assets totaled 
$34.2 million; · · 

Government Securities Casli Fund 
was GEIV"EST's first product. Its 
investment objectives are safety of 
principal aild high current income coII- · 
sistent with maximum liquidity. Its ' 
emphasis is on high quality, short-term 
money«market securities and its port
folio is limited to obligations issued or· 
guaranteed by the U.S/Treasury or 

J.:• 

U.S. Government Agencies and to 
repurchase agreements collateralized by 
such obligations. GTC Managemerit, 
Inc., a subsidiary '·or Mellon Bank, 
N.A., is the Cash Fund's Money 

0 

Manager. During the Fund's fiscal 
year·, net assets decreased'to $14.5 mil
lion as a result of a marketing part
ner's decision to. move a portion" of its 
customers' assets inlo alternative 
insured. cash management products. 

only moderately behind the record 
earnings of the prior year. Net jncome 

.__ - - - - - " ' - - . - ._ ..... , 
"was $4.5 million compared tll $4.9 · .·. \'~ · .. · 
inmion in. 1984 and $3.7 milli9n in :· 1)" 
1983,, Financial services results were .. ''· 
favorably affected by interest iricome 
and fees derived from a. larger portfo• 
lio of Joan receivables, improved Joss 
experience and increases in investment 
income, The investment portfolio of " 
GEIBank Industrial Bank continues to 
be a iftong performer, contributing a .. 
sign~9cant portion of GEFCO'.s after-• . 
tax earnings. Results of timeshare , 
marketing activities were most disap
pointing due. to substantially reduce.d 
sales and commision Income. 0 

GEFCO's loan portfolio, which 
increased 140Jo ov.er the prior year', 
consists primarily of loans secured. by' 
real estate/timeshare notes receivable 

Ii) 
and newly introduced purchase money 

iJ II 

Joans for recreational campground 
·memberships~. Reversing __ a trend of_ re~ -o:'.· 

cent years, management is. carefully ex
panding 'unsecured Joan solicitations. as 
experience and the regulatory.climate 
have once again become favorable' 

Mirroring national trends, delinc 
quencies moved ·higher; however1 loan · 
loss experience continued to improve: . 
Credit receivables"written off,· net of 
recoveries, d~creased from the prior 
year and management continues to . 
maintain its disciplined balance sheet .. Government Employees 

Financial C_.-ation " Deposits of GEIBank, invested 
Government Employees Financial 
Corporation, wholly owned since 
1.983 .:md headquartered in Denver, 
Colorado, is engaged in consumer and 
business lending, industrial banking, 
the marketing of vacation timeshare 
intervals and, to a lesser' extent, the 
development ofJimeshare resort · 
projects. 

For 1985 GEFCO had mixed results, 

,,, 

0 primarily in co)lsumer and business 
secured Joans as well as qµality .. 
corporate redeemabl.e preferred securi
ties, rose to $81.9 million at year end 
from $78.5 million at the end'i>f !984. 

Near term, GEFCO will concentrate 
on the acquisition of quality loan "' 
receivables, expand its loan servicing 
capabilities and seek .additional fee 
incom.e opportunities. 

a 
IS 
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"~~.Jof protection of policyholders ............ , .......... ; .... . 

'o(:twelve months written premiums to surplus ............... . 
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':'pn~er\viiiing ratio after policyholde~.di4id~nds .............•...... ,, 
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1985 

Sl,078,o,f2 
11e,~,12 

7,465 
15;589. 

t,219,4Q8 
,, 

1,141,'769 ' 

77,639 
92,940 

-·· ... 

s 170,579 
·,.-

18,430 
18,430 

s 4.21 
s 9 .• 25 

s 4.21 
s 9.25 
s 1.00' 

t11S2,378,409 
184,305 

515,636 
17,697 

s 29.14 

s 583,000 
2.0:1 

1984 . 

.. $ 874,896 
108,186 

6,785 
5,104 

994,971 

894,562 .. 

100,409 
. 30,9Q4 

$ 131,313 

19,660 
19,643 

$ 5.11 
$ 6.68 

$ 5.11 
$ 6.68 
$ .88 

$1,907,342 

' 187,115 
-i:o 

420,40) 
18,766 

$ 22.40 

$ 521,804 
1.8:1 

87.9~u · 82.10/o 
15.00/o 15.60/o 

102:90/o 97.7% 
102.90/o 97.70/o 

1983 

$. 768,316 
~~;478 
''4,147' 
.3,762 

.1' 872,793 
777,879 . 

94,824 
. 18;929 

$ 113,753 

21,172 
21,144. 

$ 
" 

4.48 
$ 5.37 

":l 

$ 4.48 
$ 5.38 
$ .72 

$1,775,7.90 
153,890. 

')05;439. 
20,393 

$ • 19:88 

$ 480,028 
1.6:1 
76.90/o 
16.70/o 

.:; 93.60/o 

" 
95.1% 

~;'«· . '*P~opcrty and Casualty includes GEICO, Criterion, GEICO General, Criterion Casually and Resolute. 

> l'roperty0and Caslialtrratios are natural statutory results excluding the effects of c~;tain GEICO reinsurance 
;:-~-~? ::;- ,~~ans3ctions unre~ated to its -~_asic operations. ~ 
· ·<. Expens¢ ratios are calculated using unde..Writing expenses less net service charges, as related to premiums written. 

'/ · ... • ' 'A,} .. ' . ' ' '' 0. ' 

1982 
·.·:I 

$ 731.719 •· .... 1! 82,743 . ' 
2;008 • ..... ~ 

935 •I ,'_.··--~ 

817,40f >1 
7~~;!!~-. I 
(28,635) I 

'.i 
-"-'--'-- I 

$ . 48,848 

$ 3.67 .. 

$ 2.32. 

$ . 3.80 
$ .• 2.39 
$ .56 

.. 
$1,563,799 . 

144,472 

344,797> •.. 

20,459. 
$ 16.85 . 

. 0. 
$ 414,837 

1.8:1' 
1,\; 

80.00/o I 

,, 
15.6% 
95:6i>?o 
95.60/o 

? ,_:::;_ 



·;:,:-~"-' 
' ·'·( < 

·25.>.' ~·. 656,669 
~'. .':: .-· . 66.401. 

•<; >' .4.383 
f~'. :\ "'. 

' ;~_'.:.-~· "' ' 727,453 
·r.'_,;. 663:(121 I .. 

64,432 
1a;854 

$ 83,286 

. 21,644. 
20,623 

2.98 . 
"J.85 

3.11 
4.02 

;48 

;.~·--; ; •, . 
·.·\1::. "--·> -. ,., 

1980 

$ 620/120 
60,492 
3,796 

684,408. 

624,764 

59,644 
1,119 . 

$ 60,763 

23,003 
20,522 

$ 
\~. 

• '9 
$ 2'.6.~ 

$ 2.87 
.$ 2.92 

$ .43 

$1,274,796 
137,920 

6,227 
185,951 
21,617 

$ 8.89 

;;~-~\~~2.2~; .. " . 
. -,, .. --. ;-2·;0:1---' -

$ .283,321 
2.2:1 

iiI.lOfo 
Js,1oto 
96i8% 

..•. :96.8% 

f;. ',/t 
./·. 

80.5"lo 
15.9% 

·"96.4% 
. 96.4% 

8 

1979 

$. 60i,553 

0 58,349 
5,659 

665,561 

606;012 

59,549. 
(723) 

15.456 

$ 74,282 

27,753 
17,336 

$ 2.14 
$ 2.67 

~.r:j 3.24 
4.09 

$\~ .36 

$1,235,949 
120,037 

17,443 
173,631 
25,158 

$ 7.60 

$ 261,036 
2.3:1 
79.8% 
16.2% 

'96;0% 
96.3% 

. ~i 

1978 .· 1977 

$ 577,252 $ 463,600 
52,777 40,870 
4,878 696 

634,907 505,166 

572,498 467,402 

62,409 
,,, 

37,'(64 
(6,958) 120 
32,747 20,697 

$ 88,198 $ 58,581 

" 
34,343 34,345 
18,040 17,744 

$ 1.74 $ 1.10 
$ 2.49 $ 1.70 

$ 2.99 $ 1.78 
$ 4.42 $ 2.96 
$ .20 $ .03 

$1,187,585 $ 991,914 
47,154 . 47,524 ~· 
72,078 100,8~0f7 

148,729 11,51s ril 
34,237 34,236 

$ 6.45 $ ·4.48 ,, 

$ 230,469 $ 198,717 0 
~ :j 

2.5:1 3.0:1 0 0 
80.8% 84.1% 
15.1-0fo 15.0% 
95.9% 99.1% 

·~ 95.9% 99.1 'lo 

0 
I 

() 
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· Result8 of Operatlons ' " tax percentage incr~ase waslo)Ve; Jhan ~ · 9 ; 

the pretl\X increase due to a sltiftirtg .()f 
iissets from Jongcferfil taxcexempJ · · · 

f}; ., 

Premiums· - Consolidated earned borids to short-term taxable 
premiu~stotaled $1,078.Cl million in · @investments; 
)98~;)~up2i2o/of~om S,874.9ffiillion in · .. Equity in Earnings ofAfNilltes •:-
the' pfioi- year. Earned premiums in · .:. Earnings of !lffilfates, whicl\1are ·. " 

... 1983 wer,e $768.3 million. The increase. · reflected in the consolidatej! f'h1al1cfal 
. was due. primarily to growth in policies statements .using the equity method of 
.• in force and a higher average premium accounting; totaled $7 5;•million for 

·. per automobile poli~y. reflecting the .· the year compl_l.redto $6 .. 8 million ii\ . 
higher value of.new0 cars andincreas~d 1984 and $4.1 million 'in 1983. Affili-
coverage purchased. Increased policies ates' •earnings included $. 7 million 
inJorce reflected continued growth in from a 20% ownership, of Bond 

"new business andgood persistency. Investors (lroup, Inc,, acquired by the 
•Volµntary aufoniobile rate• increases · Corporation in t!te first quarter Qf 
of 13.2o/o implemented in 1985. will 1985. I.ncreased 1985 earnings from· 
impact .earried premiums primarily in,, AVEMCO >,Vere.,offset by I.I d~opiri 
1986. Jn comparison,. voluntary OEFCO's earnings caused.by. sluggish 
automobile rates increased less than timeshare sales. Improved results iii . 
2%in1984. ~984 .reflected ownership for afull 

:Premiums in 1985 included $49.8 year .of 1001\'.o of GEFCO's stock as 
million for life .and .health business; tip well as 33.3% ofAVEMCO's stock 

·from $8.7 million in 1984 clue to $38.7 and increased earnings by both.of 
million frciht group life and health · · · these affiliates. ,, 
business initiated in 1985. Other.Revenue--., dther .revenue'of 

fo 1985 pursuant to a variable quota $15.6 millionincreased$10.5 million 
share reinsurance, treaty for municipal from $5.1 million recordedJn 1984 " 

··bond insurance, QEICO assumed· due primarily to the sale of a com- .. 
$13.6 million of written premiums of puter software limited'partrietship for· 
which $A million wwearned in 1985. $5.9 million and $4Jj millicm from .a · 
No adclitional written premiums will full year's productiorf of• oil and gas ., 
be assumed nnder the treaty after joint ventures. 
1985. ; ,' ' ' ' 

<~.:_;':O 

Net Investment Income - Consoli
dated pretax net investment income 
gained 9.4% to $118.3 million. in 1985 
compared to $10il.2 million in 1984, 
a 12.l"lo increase over.1983. The 
decrease iri the growth rate reflects · · 
lower yields on. fiiced rate investments 
and the utilization. of cash. to repur, 
chase. shares~ Aftertax net investment 
inc~me was llp 5 .. 0% to s101.6 million 
.compared to $96.8 million in 1984, a 
10.4o/o.increase over 1983'; The after-

-~ 

Benefits and Expen9'!9 . . . . r 
Losses, life benefits and· loss adju/- > , · 
ment expenses totaled $910.5 rnilli~'n, , 
up 30.6% from .$697;"4 million 111(984 
.and $573:6 million in 1983, Tlie§e 
increases r.efle~p growth in policies"in 
force, upward trending accident fre
quency, the rising cost of cfaim settle
ments and $22.6 million for ·group life · 
and health business, 111 addition, 
significant hdmeowner weather-related 



D· 

,;p1~~~ff,w~reirtcu.rred .. inJ985 ... ·Sincethe 
•''.icf()4rt!J quarter of ,1984 rate increases 
'':\;have. been: in1plemented in all signifi-

, :'\. €fufJurisdictions. However,. these rate' 
! \';;, increases were not timely enough. to . 
t' J?l:~erran un<Ierwritinl! loss for th~ 
· \,.year, because for our. 12 .month pob

. ¢ies it takes 23 months before rate 
&Jn:creases ,ilre fully• refle~ted in earned 

premiums .. 
. ·.··• Policy acquisition and . other operat

··:·: .,•jµg expenses nise 27 .50/o to $218,8 mil
;;: non following an increase of 6.90/o in 
i/1?84. The significant increase in 1985 
''.>;j~'due,in part,. to the amortiiation of 

,, .. ,eif liilsiness expense and· group Jife 
''and health service 'fees. As shown by 
Jhe1Sign(ficant Statutory lndi9tors 
'(Page 16) the ratio of general expenses 

·• \Vtjtten premiums was 15.00/o in 
WS1 IS.60/o in 1984 and 16.70/o in 

. 9s~: These .declines reflect higher 
~rga11ctivity and increased written 

>premiums. . · 
i:;; jn 1983 a; policyholder dividend of 

·. ~·l riilllion was .expensed for certain 
~ Y!ith better than anticipaf ~d 

""· -.'. tjting experience for ,.the prior 
.Y~s. .. . . . . 
n~ei~t expense increased 18:2oro to 

1::'9)njllion compared to $18.5 
''ion'ln 1984, diie to the $25 mil-
. f:ldng'.term debt issued by. the 

·•·· ratfon during 1984 and increased 
\~i~l cin deferred compensation . 

's< 11artiii.llY offset by the 
'1ircllase· of $14:0 million of the 
'!'-' ,_ '_'-'_--,_ -~: 
· ration's Debentures. Interest 

,ein!983 was $16.3 million. 

'· .. ··ln'c:cime .Tix .. 
.· ·.· .•. ·. .. . . . . .o 
. OperatilJg. earnings before taxes 
~ecreasea to $68.1. million in 1985 
eompated .to's 101 A mi.Ilion .in the 

'·Prl~ryear,Jhe re~ul\ of an underwrit-
·-- _,,_ _ _-_ -- -- - -;.- - - ., 

" ing loss, only, partially offset by an 
increase in investment incomeo The . 
underwriting loss and inte'resbexpens¢ .· 
exceeded taxable investment income, 
resulting in a tl!J( benefit 9f$9.S 
million on operating earnings in 1985. 
The $9.5 million tax benefitcimsisis of 
a current benefit. of $13.6 million and 
a deferred expense of $4'. l million. 
The current tax b~nefit was utilized" 
against currel)t tax· expense on realized 
shortcterm .. capitar gains. In 1984 · 
.federal income faxes decreased 38. 70/o 
to $6.9 million lrom $11.3 million in 
1983; primarily ~eflec'ling a lower 
underwriting gain. 

Operating Earnings 

Aftertax operating. earnings totaled 
$77 .6 million, down 22. 7% from 
$100.4 milliQn in .1984, whkh was an 
increase of 5.90/o from $94.8 million in 
1983: Per share operatins earnings 
.decrea~ed 17.60/o in 1985 to $4.21, 

0 

following a !4.1 OJo increase to $5.11 in 
1984. The number of shares of 

"" ". . 'I> ' \) 
' . ., 

" 

(2i 

per share) compared to 1984a'.rid 1983• 
gains ·of. $~0.9 millfon ,($1.~7 per share) . 
and $18.9 million ($.89 per share), .·· · 
'respectiv.~IYc; $19.4 million of the !985 • 
net afteriax realized gain was short~ 
term. The' significantincrease in 1985 . 

..:_ - ·;· ' _. ·_ ·i-r- -- ' 

. was dµe, in part, to the strong .. ···• , 
· appreciation in securities and the . 
Cotporation's ·strategy of investing for ' 
total return. 

Inflation 

Please see "Supplemental· Information 
on the Effects of Changing Prices" 
regarding the 1mpact of inflation, . 
using m~aslirement bases ·developed· l:Jy 
the Finaneial Accounting Standards · 
Board. 'Additional explanatory 
comm'lnts·about the Corporation's 
operations· are included in those · 
disclosures. · 

0 

Common . Stock outstanding was 
substantially reduced in both 1985 and o 

1984 through the repurchase of shares, 
as explained in the Capital Structure 
section of this report. Tile weighted 
average shares assumed outstanding 
were 18,429,798 in 1985 compared to 
l9,660,199in 1984 and 21,171,702 in:: 
1983. 

Nat Income 

Net income was $170.6 million ($9.25 
per share) in '1985 compared to $131.~ 
million ($6.68 pershare) in 1984 and 
$113.8 million ($5.,37,per share) in 
1983. .. ,; 

Net .income included a net aftertax 
realized gain o.fc$92.9 million ($5,04 

r;. 
' . 

.• 

0 
IJ 

. ,--, 
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'( ~ Net .new investm~nts cif,SZ6~A mil~ ··. iionand it,~ subsidillrieshheld.$7
1
7.0 

''(,. ·\ /. . , . . lion were mad/ii in. the consolidated million in cash and cas equ1va, ents. 
ii', c~.flow. ' '' " ' ' 0 "'' portfclli;i during 1985. Net purcl!ases A4dltionally, approximately $3J9.9 

. , lri the<th,i"ee y~ars 1983 through, 1,985 .,;;made included $2.26, 1 million of ··. million ofthe bond portfolio ,will 
0 

•• ; 

J1i:"!he'C::p~po[a~~n gener~t~d .II PQ5itive ·. ,· tax-exempt)onds and $lp;4 t11fn\i?D .·.. '. mature in 1986. ··.· · .. '.'. · < :.;.\ 
:, ~\ ~aiih fl9W qf;$6S0,8 million from oper- . of t.J.S; Government and Agency '' The c~rporatfon ltas a contjnuint 
• 'atioris;~Jn t,'.ddidon, the (;orporation. ,, Usecurities. Net sal~s inCluded $94.9 · otitI.o'ok for a.positive cash flow fr,om ' ·' ·" 
' received $24;5 million £,9r,,1,021,948 .• ., million of common stocks alon11 with operations and ample liquidity. .' ' ' 

t.'c ''.istl,ares (If Common Stoek Issued on the $6,Tmillion o.fpreferred stocks. In the; 
~i~'eir.~rci¥ p~ Comnion Stock p.u~chase" . secimd half; advanta$e W~s taken. 9f 
> · War(ants m 1983 and $25 mtlhon · the strong equity market to sell. com-
S·i 'from the issuam:e of 13 1/20fo rit'on stocks in order to redfice com- · 
}',· pe~ntures'1in,,19g.i. .·. . ' moh stock expo;ure and t? make the 

: ; .Dut,ing th~ three-year period the .· overall r;ortfolio more defensiye; Dur-
;,(9l>i:P,o~a(fon SJ?C~ $242.2 mUlfon ne~ · ing the year, the Corporation realized a 
i!l!rfl?ur~~asti.ts Comnion Stpck, . net aftertax gain of $,92.9 million from 
.$12,? nnll1on to repurchase $14.0 mtl- the saie of investments. The year•end 
»Qn fll,CC amount of its outstanding market value ~f fixed niaturity invest-
, bentures and $44:8 111illion to bring rnents, was s20.1 milli6n over amor- · 

.·.' ~ership in sµbsidiaries and affil- tized c,ost and the net unrealized 
" .. t~(to,present level,s. In t~e s3111e appreciation of equity ~ecurities over 

. iJd the. Corporation paid.$50.4 ·cost,. after deferred taxes, as reflected 
· '011.·in dividends to itsshare, in shareholders' equity, was $97.6 

Jip\ders and .added $481.8 million net million c~mpared to $70.3 million a 
0 

j(j:i~ inves\meh~s. . . . . .· . '· . . . year ,earlier. . . .. 
· '{:,J'he ~orpora!lon rece1vesd1v1dends The common stock portfolio, 
' · \y~IC:,O,Jts principal subsidiary, adjusted for ptfrchases and sales, 

. proy1des cash for. parent e1'1fned an aftertax tot&l:rate of return · 
~,.:~?Fr'ations, :r?1: regulatory of 35.S"To in 1985,indudin_g 111arket "' 
~()~~· p.n such,, d:;•dends a~e . appreciation. The comparable return 
,.~Jn Note · C to the fmancial for the S&P soo was 23.2%. The 

;,)l1l$. largest indu~t_:;,y positions in the · 
" · common .stotk portfolio at year end 

tt~net investment income was 
's;a:nli1n.<>n, an increase of 9.4% 

.· '.$108.2 million ht 1984. Pretax 
;in~~tiltent,income was $96,5 mil

... sii!in iit 1983 .. fhe relatiyely m()dest 
· incr~s for, the pastthr~,years ,f 

.. ;) teflect, il1 part, the. net utiiization of 
~- ')242;2 million to re1mrchase common 

: siiill!:S •ofth'e C<irpa~ittion, funds 
{-··•.. whicll wa,u1d ?therw/1~ have· heen 

· tav8ilable f()r mvestm\ent •. 
'\~- -- ·· .• ,· ) ·, 

' 

were in electric utilities. (19.8%); office 
equipment (16.3%), telephone. utilit,ies 
(IS.9"1o) and food and other. consumer 

. nondurables (8A% ), . 
The GEICO Corporation Investment 

Summary shows the year-end @nsoli
dated. investment portfolio· for 1985, 
1984.arid 1983; The clirrying value of 
bonds and redeemable preferred stocks 
is amortized cost while equity securi-. 
ties are carried at year-end market 
value. · 
· At December 31,"1985 the Corpora-

- 0 . 

,; ' 

0 

D 

0 

0 

0 
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'fr1f/;,1/1iC>n'sl . • 1985 (} 

Carrying {:-{f::. --~' 
-j~,.~.----_-,:::7. 

/:.';_··, ~~ ~.-. Value · . % Portfolio 
.- t\" :· - ~ ' ' -
•. Sboit,term investments .;'. , , .•.. , ... s" <'l.1.3 3.6% 

' FtXed Jllaiul'ities ·., .. · .· ·... · · .. · 
',t·r.~.::: __ , __ -__ ·u" .- GWe'--- ;,._ -- bo -d · -•. .s, · .· rriment q s ,. °' : .• i .. . ; . ft : oCorporate bonds. , .•. ' •...• , . , .•. 

·'.. 'lax-exempt_b\lnds . , ... ; •. , : .. : . 

> . •··• BcJnds • ..... • , ,. ••......•.•.. i'. :, ~mable preferred stocks ·. ; . , . . · 
;:~)~:mhiit: frXed m_atutjties .. '~!_•·•·· ,_·,. 

'' ._.,·., 

206.0 
30.2 

664.2 

900.4 
237.8 

6.0 

1,144.2 

3~:~--:-:_:.,_ - . 
.~wty secllrities 
~erml stocks ••••••...•. • :~ . 93.3 

'>""-=-
;: C!1mmon stocks ....... , ........ --:'-"384;:7 

478.0 

........... ················. s1,6ll3.s 

c 

O, co;i>oration Bond Maturity Tabla 
~\;.~ .• ·.· ·. 0. . . . . . . ... 

ll{°"ns) 19s5 

0 12.2. 
n 

1.8 
39.5. 

53.5 .. 
14.1 

.4 

_§8.0 
D 

5.5 
.. 22.9 

28.4 

100.0% 

.ti'," 

85.7 75.6 
457.2 422.9 

542.9 498.5 

$1,379.2 $1,305.© 

(\;) 
. ;: 

-·? 
,I 

\::\. " 12'· 
0 

"' 
·-:co 

.1.;i 

1984 

;;~<:~(>·-.:;·~-- · Amortized Ji;· Miuket Amortized Market 
;·p 

Value . % Portfolio 

. $319.9 

.,,. ••• '•.•.. 112.7 
••. ,.:,:... 175.5 

"',-,,.: -. .-· ' 
. ·~ars ... , . , . . 107.3' 

. '21) r_;ars .• : . . . . . 110.9 
~~Mer Jhan.20 years ' 57;4 · 
'<lNMA's (I) ... ,. •• ci 16.1 

' 0 $004':4 

t> ·O 

35.5% 

00 
12.5 
19.5 
11.9 

. 12.3 
6.4 

___!,! 
100.0% 

Value 

$320.9 
tl3.4 
176.8' 
103.0. 
11};5 
56.2 

" 17.6 
c $899.4 

= 
0
(1) <lNMA's with regular periodic principal repayments 

(lier the life rif the issue. 
"' - ' ' - . - . ' 

Value % ·Portfolio Value u 

$ .86.7 16.0% $gJ9.6 
101.6 18.8 100.5 
212.6 ' . 205,6 \') 39.3 
81.4 15.0 0 71.5 
26.4 4.9 21.9 

@3~.6 6,0 26,6 

$541.3 HXi.0% .$515.7 

Q 

• 

\1 . . 

.. ·.~.'·;·o·· .. --~ ' . 

D 
Ci 

··c; 
0 

" c 

., 0 
8 

0 ' Q 0 

" 

/l 
lf. 

0 

·,.;_-_ 

d 
0 

" 
f) 

0 ,, 
'~ . ':" 

0 :.t 
,_._ 

0 

" 

• ·C " 

.~r ,, ,, QJ 

0 

0 
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0 

0 
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"·•"' · Prilperfy ~ Casualty usi.llg many analyses and 'actuarial 
i • .I.OU .RllS4ll'Ves ·· projecti6'ns. Some proJections, using 

p 0 ' ' ' ' ' ,, ' 'claim Closure models; use an assumed 
Lois RHel'\!lng MllthoclOlogy ): ·• · " • fl · ' b ·h· h · · 

· ' '\ · .. ·· . ·•· · . ",;·0 · • . · o . ,, rate or m atton y w 1c the h1stori-
; :· ReseJVes for loss and loss adjustment cal cost of settling claims id1 ek1ectccl'' 
'.·.~.•·.·expenses (r:AE) at any report date to increase in, the future. Other Jests, · 
,,.,. 'reflectJhe ,estimate ,or the lial:>ility for such a~. ini:urred 1os~rand payment 
f ,. ' the ultimate net cost of repcfrted projections, reflect the inflation which 
'· Claims 'd t" ·t d · · db t t isJm:.p'licit i.11-'th.e'hi.itlJh .. ·caldata. · · !.:' . ..· ... ·.. an es tma e mcurre u no 
" · reported (IBNR) claims arisiQgJrom Assumed ll1m~~i9,I}, rates a!.~ _selected , 
~·. 'accidents which' had occurred';,!>y that after giving consideration1o'the par-
i.··.··.·· date; Property ancl casualty l~ss ,..,,;ticular comp~ny's expe[ience, itidustry 
• ~\~Jeseryes on unsettled claims 'are based - data and economic indicators.,, The • 
:.:··· ~J!.av.erages for all. automobile physi- strengths .and weaknessess of each 

:ii;cilldal)lage,,\!laims and ·for aut.omobile projection and reserve 1est are 
,,;> liability claims reported within the reviewed, using actuarial judgment and 

i'At"\>st recent three months. Case-basis knowledge of th.e Companies' opera-
.. ;~tima.tes are established for automo- tions, when selecting the reserve for · 

';'.: bjJe,Ifability clajms after three months~ loss and loss adjustment expenses. 
'.<.>1md for other. repoqed claims from in-

Reconciliation of Claim Reserves 
'/.~ption, IBNR loss reserves are calcu
<Jated••esthnates. The reserves for losses 
Ojn~lude ~dditional amounts to reflect 
'lintiCipated future economic and social '' .An analysis of the changes in aggregate 
condition5' The determination of these reserves for property and. q)sualty losses 

··• • amounts includes "Consideration of and LAE reported under generally ac-
· ,,:'•.sh1dies· of the Companies' reserve lev- .·. cept!'(l accoun~ng principles (GAAP) for 
·~5~15~~r(orrned annually byct'ndependent 0 each of the la5f. three years is presented 
·l'~.co~suliingac1Baries.She methods used below. Since reserves arepecessarily 
:fr~ 0to' devefop reserves are sutlject to ba<;ed on estim~es, the ultimate net cost 

J'.;h'¢ontinuing review and refinement. may vary from the original, estimates. As 

·'??y Prope(ty and casualty reserves 0 

)'litc\ude !lJ~ovision f?r infl~tion in the R~onciliation o1 ClaimoReserves 

··~ · . .rD11· >I 
'~~"'t . ' _· ' ' '-'~ 

C,. ''· /) 

1_·--~:;o •' ;b.(: : __ , 
;\_ '9.c __ _.· \'Ji-:.0•. _

9 
. -·.- _ G' --... -

cadjustmenJs tQ;these estitJ,tates become .• 
rii;cessary; they are reflected ill current 
oi'erations. · · · · " ,; 

•: l'ropef!Y. and casudty ldss reserves for, 
- - - . . -- -_.··. - . . - - ,. ->- __ o 

' i~ 

<e.GAAP financial reportillg. differdrom · ' 
statutory. reserves. because G:Af P:°Q . . · J?'.'C 

0 
reserves are reduCecl for antictpatell · .;;;<r 
snJvagP

0
alld<SUbrogation UcOVeries.y < 

0 Reducfions, of $33.2 million, $26.1{m,i!:Jf 
·~lion and $2h0_ million for anticipat~;::,.P'. 
recoveries at December ·31, 1985, 191!4, 
and· 1983; respeetively,.ar~ reflected · 
below. GAAP reserves at December 31, 
1985 and 191!4 also exclude $13.6 mi]lion . · 
and. $2.9 million, respectively, of reserves· .. ;· 
assumed under. a statutory reinsurance' . 
contract. .,, 

. ·- ''!,'~: {u .J 

Loss Reserve Development, o 

o Loss and Ie,~ adjustment ~xpense. 
reserves, ar~ estab\jsheiJ at each valuation 
date for all 'reported and projected .. 
IBNR clair.tS ·using management's judg) , 
ment based on the 'information known · 
as0 .:if that date. As. time passes; more . 
infom1ation with. respect"to the. ~!aims .o 
,!?ecomes known and reserve estiinates 
are appropriately adj115ted upward or 
downward< Given, the estim~t.im11i · , 
c~ements. enco!ll,passed in the r~rving ' · 

t!, 

1983 

'_ -~-

~Jl: ,,CJi~t~d sost 
1
9f settlmg claims. ,. · (In millions) 

:"•c• ",,-Rese:tve(for claims, while on average, u 
'"'.., ·ijidJ~Nl{ claims are based pn selected . Reserves for loss and LAE at January I ................ . 

1985 1984 

$580.2 $5~§~ $518.1 ' 

~{'~v~ge,i:l~irn c?sts which'r~flect th7 Incurred loss and LAE 
'.~\';,l:<15tS,and 1nflat1on trends ob~erved 1n, Provisi.on rJt current accident year claims . , . , , . , ..... . 

·· , ; icliiirns closed in recent quarters. Case~ Decrease in provision for prior accident years claims .. . 
· ..... • ... ':.·.·• ... : ... 'b.·.·.1is .. · . ·.r~. r. b.~.,erve. s .a. re est!!bli.she. d by claims ~ t 1 1 · ·· d LAE · d · , ,o a oss an . mcurre ....................... . 
.,: ,,,, personpel b11sed upon the projected 

f:C · cost of settling each daim in today's 
f''· ·:· · .. :.:- · n · 
• ·· dollars plus im explicit provision for 
i; • ·.· inflation through the anticipated claim 
. . ·. )J!eUlement d!!ta.. . . . · ·~ 
~1 · •. Reserves ''clre .. tested for adfquacy 

Payments for loss and Li\E. :. 
'Payments on fu'rrent acCidenl~ year claims ..........•.• 
Payments (bn prior accident :y~al-S claims .............. . 

Total payments for loss and LAE ... ~ ... , ........... . 

Reserves for loss and .LAE at Dewmbei' 31 .. •.• .. ········ 
. 

0 

893.2 
(16.6) 

876.6 

(483.9) 
(274.3) 

(758,2) 

$698.6 
--

(, '3 Q 
0, 

733'4 61!1:2 
(44.7) (47.5) ' 

688.7 571.7 

(398.1) (334.3) 
(23§,7) (229.2) 
-"··-
(634.8) (563.5) 

-.~ 

$58.fl.2 $526.3 
-- -.--

w· '() _, 
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. ·'.- prGl:e.'JS .. and•the 'lime . it takes to rsettle means that the original reserV'e estimates 
/cii\arry of.the most substantial claims,· 

0
'' were higher than· subsequently irtdicated. 

:(~'f3J years are;:requir<:d before.~·· ' ' Upward development. means. that 'the 
' o"liieaningf'.(!l cOmpariSon of actual l9sses drigin'i.l reserl~ gstituates Were lo'*er 

tg "reserves can,be develo'fied. .. than subsequen\ly indicated. · 
The ,development of .reserves r~fers to,.; . The table beiow presents the GAAP 

.the· difference between estimat~ of claim reserve liability fo? loss ·and LAE 
,.·t< .. .----- - ' "' {_.O:f, .,_.,-;. . 

0 , ·~es ru; of the onronal year's end and as originally estimated for the. years 1976 
~· 0 ihe~tup~ted lfa~j}itY at eac~ subse0 '.through.J91l5, thJcumulative amounts 
9' 9uerttyear's end, ~usejlon actual pay- "paid with respeet to the.reserves for each. 
'' . ments in' full. or partial' settiement of subsequent year, the .reestimated Ilability 
·.e·~laims:P.1us" r~Ut:a.tes of th~. f'eserve:: at the end of ea& year, and the resutt-

; •• 0 c'rt!<!uir~<for clajms still open or ing·cl,,velopment of the original' reserve 
ur.re(lo~ed. Downward development ·•·estimates for 1976 through 1984 as 

. ' Q 

-:~;6~-~:b_ o .:~<o-o? n ,~ ·?. o 
' •0.Cia),1ol1:1ated Proporty and Casualty Reserve Development (In milllons) 

0 

0 .- ©o 
•o 

'" ,," . il' . 
.- 0- - " _';' ·, - _,- ~ . 

evaluated. through December . ..31, 1985.c 
.. GEICO strives to rr.aintain adequate 
lossreserve5. The diSl:ipline built. into o 

GEICO'sreservingmethodology is . · 
·· reflected by th~·downward ~<&telopment " . 
of GEICO's loss reserves ea~h, year 'liince 
1977. Management believes that its 
aggregate provision for toiSland loss 

~' adjustment expenses at December. ?il, " 
1985 is reasonable and adeq1f&te but, 
gi\'en th~Dirthereilt Variability Of Condi: 
ticins which affect future claim settle~ 

. " •:,. . ...:.::.-
ments, the subsequent development 01~0 

" such reserves could:'he substantjal;;:.' " ., 

(;-i' c;._ 

;)-:;:_ :~\··'_1_;_;._, ~ --~~ . . . T~ ·:;; 

'.~,::~/(ij° ·Dec~~~er 31, ·
0 

0 Q 1976 1977 1978 1979 1939 

·;~~rteD for Lliss and IAE ............. . 
o---

cdj 
Q 1 

I 
i 
.I 

·~ 

i 

:(""."." " . . . ·. 0 

··~--·:.,:~'1~:.a~;ve Payments as of; O - ,": 

$624.6 $426.0 $482.2 $468.9 $470.7 $477-:8 Sii/,8.1 $526.3 $'580.2 $698.6 
r,.-, Cl " (/) 0 (~ 

0 . 0 

:\<<""'-·Qrie-Year ·iat¢r . ·1« •••••• ; •• ~ ~ •• '? ..... . 
e··. "- ·~ -. -_,· . . J! .. 
.:.~·- -·-.--_,.rw.o,.,years later . -:;-.· ~" ..•. ~--........... . 
r-:-,_-o:-:.rh.-:· .. _. t .. (.;'; ,l, .,,7) 

,1 .--9.1. _ree years.1_ ate •. _ •.•. ~ .•..•.. ~. ~ ..• •-"'- .. 
!~" :Po1ir.ycars later ........• f,), ...... : . ':·: 
.~. _::.-·~:fi\1:e.-y~;rs-:1a'ter, ••... ~: ,.__;·, •. -... _, •....•.. J) 

' . :-- ., :-- i - -:.,_ • " ' (1 ;\.! 

., __ _- -.-.. ·_ .;~~--~:-~r.~~~: _late;~?,~_:, . y f? ~ •... ,, .•.. •-· •... 
· .?:': Seven yearslti'l!Yr· .........•...•....... ·. 

~;t .. :::~:.'£i8fi( yCar~1ater .•. ; •.•.••. .,,.· •. • ..• ,,,. .. 
, ''-'_:!v.:_· .. .-"--- '- ·: :- ,, - '· 

%: ):ll'in!l-Y~ilrs later ......... , , .......... . 
;;:~~-;::,->_,:-.:'_&_ '.>--~~~ . (I 0 

·0'1{.Reestim2ted as of: 
·---- .---_p; .. -<- 'u . 

5 Ji•.d "!>r .. year "e ...................... . 
' IJI'O •' 
~ ~M. ~ear Ialqfci ·· .. : ............. ·.c" .. . 
:. ,T),>'o·yearsJater .. ; ••...•....•...•.••.. 
rr~'t:itS:"':· a*.·:_ · -:,: ··~·""J~:r;;'.i later , •...•.••...........• 

• :: " : F&if year.\'•later .................... .. 
.. :~ .. ~-:fJ~i- ye3~s lafer 9. ... _; ........... ; .. ; .. ,_.,-o ----·-: .- - o ,, 

t ~ .. s1,,!i' ~f~ .yea~~ J,ater .• ~ • , •.• :. :: 1 • , ••••••••••• 

,: "r- ~~-Vcn-yc:ars later0 •• _.~.'.~ •••••••••••• -. •• 

~~'-" -~~hi Y,¥3rS.·tater •,. ', •.: •.·•···ti'····• -~ 
,jf. :;i Nine ·Years lat;r- ••• _, ..••• , .••.•.. ~ •..• 

v _, ,a ,J I' co 
U)IWllrd (Do ,nward) Developiilen ..• .o; ••• 

'# CJ () 

(J··f,"' 
0 _:::. 0 

-·· 

328.0 
398.2' 
439.8 
458.7 
467.1 
470.S 
4[.:J.2 
475.3 

170.3 
281.5 
S49.0 
383.8 
399.2 
406.4., 

'4!0.8 
4i3.0 

424.6 0426.0 
462;7 ° 431.6 
486.2 434.1 
487.7 . 435.8 
488.6 
485,J 
486.1 
419'.9. 
480.4 
480.3 

430.1 
() 

428.5 
421.1 
422.1 
420.6 

.-__i (,~- c- -. 

216.1 
. 3.19.0 
378.0 
405.3 
418.7 
426.3 
429.5 

211.0 
306.5 
355.5 
380.6 
394.6 
400.6 

214.2 
301.l 
347.0 
372-4 
385.1 

482.2 468.9 '.J 470.7 
•' 470.2 455.1 
464.8.. 444.6 
458.2 430.7 
450.,8•'• 419:~· 

0 441.7 
'442.5 
439.4 

0c·,-

419.0 
4i4.2 

453.5 
430.4 
414.9 ,, 

;l,12. l 
\ ' 406.4 

207.6 
295.8 
343.8 
36$.S 

/.'.$ 
() -

229. 2 ° 236. 7 
320.9 338.7 

'37i.);~) "" 6 '0 

i) \) 

0 

274.3 

. . ,, .. 

477.8.<o· 518~ 
447:4 470.6 

526.3 580.2 
481.6. 0563.6 

"'480.3 422.8 
413.9 
406i:l 

451.1 
445.5 

() 

0 .~ 

r~ 
6,$,6 

$ 55.1 $ (~.4) $2 (42.8) $ (54.7) cJ>/64.3) $ (71.5) $ ((.2.6) $ (46 .. 0) $"(16.6) . 
~ ~ r;-----:· =ri- = = =· = = 
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~•. ; •... , At Dece~6er 31, .· .1985 the . ' . 
t ' ' . Co~poraticn' s capital structtire . t": ' consisted of 17,696,738 common 
, .· .. · fh~es outsia11dillg, .~educ~~ thrriugh 

repurciJases J~om the 20,458,938 shares 
outstanding oI\JDecember 31; 1982. 
The repurchased shares are held in the 
,Cor~oratiO,ii's Tre~s~~Y- ~" ·.· o' · 

6 Corporatio!l, expensed contributions to 
.· the Trust of $2,A million, $2.5 million 

'» afid $5.8 million\lwhich'liniBled the " 
' Trust tC! makdnterest payments and 

repay $1.0 million; $2.0 million and 
' ,$5.0 milli,on of the loan p~indpat 

Tnrough'.a tender offer and Qther . 
:\ " 'transactiC1ns' the CorpC!rationacquired 
!tr'' , anet Cli l,l'i'l,100 shares.for $66.3 
.ii!J:" :miUioll in 1983;.J, 730,295 shares for 
~· '?. $JOLI million in 1984; and. ,J 088,468 
~~/ ~shar.es for $]4.8 tnillion in 19~5. T;hese 

::·· repurchases.resulted in reductions cir,_ 
· .both shareh9lders' equity 11nd book 

value per .siiare: Under the'current 
repur~·,!5e ~uth~rization 3,000,000 

·, sliares-.·emamed ·unpurchased at 
"pei!ember 31, 1985 .. , .· ·· 
-· , :At the end 'of 1982 the Corporation 

ha.d outstallding •. 506, 787 'warrants 
,,C:l!fitlingOhe holders ;1oqmrchase, at . 

;.•~ , $24 ver share through August!, 1983, 
J•);lif1q5~hll7 ~hares ofCommon Stock, •;:: 
, />•'•:])lirilJgJ983, 491,442 Warrants were 
·7;,;Xe~er'i:is~d resulting in the issuance of 
:;,;:· r,~21-,948 shares, and the r~maTning 
··1'.·•··'1.S,34.SiW~rrani®expired. 

(1, " 
\\ 

'comrl1on Stock Market 
Prices and Dividends " 

The Corii'oratlc;m 's <t00mon Stock is 
Ustl1:1. on .the New York Stock 
Exchange,. ticker symbol GEC. Under 
Securities and. Exchange Commission 
nlle~/certainsecurides de:ilers are per
mitted to make an over-the-counter 

· mar~~t in the Corporation's stock. 
The number of record holders of the , 
Corporation's Common Stock at 

" " ':laJW~ry 31, 1986 was 4>i9L 
r.-ru? following tli'ble shows ~he. ,; 

quarterly high and low prices for the 
Common Stock as .shown in the "' 
tabulaOon of the New York Stock 

. \;.J 
Exchange Composite Transactions. 

,.The b.able, also shows dividends paid to 
'shareiipJ~ers qf recori!cin .. each quarter 

" of 1985"ail'd 1984~ .. 

{i c 
"·' 

·::'1\ )~ 

' 
0 Di~idends 

High I.ow Paid 

198!1o 
Fourtl) Quarter $88 $66 374 $.25 

'.!'/ )Hie GEICO .Companies•Employee 
··~?~~lQi'f.pwn~r~flip Plan::"and Trust (th~. 
•\•:?~fl!s!}.,1>,urchase~ shares of the Corpo
'°?••.:. r~~IOJ!:S st_osk w1t.h borrowe_d funds. 

1~ '.111;,repaymeN,of s.uch loan's, includ' 
,,;J .. ing .•'!terest, }~guaranteed by the ... · 
.. r.cim;ior~tion. Tri turn th~,,Corporation 
:C?'.iS.''ti!qUire(i to make coniribut;o'!s to 

Third Quarter 
Second Q•Jarter 

76 1/4 65 1/4 .25 
78 7/8 68 ·.25 

.'. h1~e J:'l'l!st ~ufficient to"' cover 'f;rincipal 
1.. 0 .r~payments and interest. As repay- , 

· ments are made, a prorated number of 

0 
shares_arc released !Q employ¢e'S•"°' 

cy~CC?Un(S. 
' .. !11"1985, .1984 and 1983, respective
ly, tli'e'Trust <borrowed $I 1.3 million 
$5:rtniliion and~$10:00million; the ' 

" ---- '1 . ' ' - c ·) 0 

Fir.st Quarter 

·~ 

0
Fourth Quarter 
Third Quarter 
Second Quarter 
First Quarter 

77 3/4 

$64 1/2 

64 5/8 

58 112 
65 518 

57 1/8 

$54 
47 5/8 

53 3/8 

53 

.25 

$.22 
.22 
.22 
.22 
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· To.The Shareholders_ · ir 

" · .. ·GEICO Corporation· ~. 
·. . -. . - ._ "-' .- .. ' _-,o_ ,·_ . - ._ 

W&lt~ve examindd the consolidated balal1ce ~beet of GEICO Corpofiition aliil . 
subsidiaries as of Deci:mber 31~l9853lld)984, and the related eonsC>lidated 

· statements of·income,sbarehold.ers'.equity;and.changes.infinar..cial.position 
&Jr each orthe three y~il,l the pefiC>d ended Decem~r3 I ;f98S. our "' , GI 
examinlitio@ were made in aecor~\l[lce with generally. accept1'.4aucllting . . 
standards and, accordingly, inclt1d.~ such tes(s .of thea~unting records and 
such other auditing prOceduies as we conside!ed necessary in. the cit'cumstances. ·· 0 

. . . . . ... . . -
in ouropinion,the financial sta~ementS referredJc\ above. presentfairly tlie " · 

•. consolidated financial position cifGEICO corP!iraiion \l[ld subsidlarie$ at 
December 31, 1985 and 1984, and the l'Onsolidated l:esults oftheir operations 
and ¢liangesinJhejrj:=ncial position,for each of the three years In the period 
ended l)eCeJ,l)~efll fU 98~il!, conformity ~th genel-aily accepted :i'&cimting 

"'"!Aoo•--~~1tJ~,' 
·I · ff 

Washil)gtC>n, D.C .. 
Februiiry 19, 1986 
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~~~2~.:~:• .• •· :~~;' :·::. ;:··•;••··• ;.:~ .~·u 
unlsn:cctvableJrom salesof secunties ....................... : . ..••....•• ; ••.•..•.••.•.••••••. '·· ..•• • 

._' _; ·-·':',- '-' ' ' ' ' ' - - " " () - .. 
policy..:quisition·c0sts-NoteJ:) , i. ··"·· .......... , .. ·.·• ....... , , .. , . '•·· .......... .. : . : .... ~; 
w{d'\,qwpment, at costless ac<:umulated depreciation of$4I,261 and $33,lil~Note H .. ' ... -~ ....•• , 

·/;~- t-_ ~ • ~-~ :~- .". __ ~::' <~- •".• ·. ~ . ·~~ ·_. j; ... n: <. • ~ ~ :~ ·- •. ~ ~- ~-~- •; • • ••. ~ • .~.; •. ~- :· • • -~--~ ·" -· 0 . .''" i~ • J_~-;~:- • ._ ~ • .. • • • 'i- • • • • -• • • ___ ._:_· • •-

··-nO 9 
Q 

fOtaJ A.ssefs ... • _-.· .. -.... .. .-·.-: .. · .................. :::}. ~ •.. .- .. >; ..... :··. \~-......... ('. ~< ... -... -......... . 
" ._., 0- '"-t1' ·~ 

Nti.;10 CiNwlfdoled Fmondiil SJatefnints . 
' q,-,: . .- - - - - - ;j .-

Ci, Q c 
" , _,

; - . -y. 
,Q ,_' -.\•. 

0 

0 

.. __ , ._, 0' 
0 

0 

Q 

"· 
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" 

J:.jA 
) 
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q 
0 ., 
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0 

.. >~~ 

Sl,144,lp · .. $ 7~,979 ' , 2 J 
if.T7,WJ · ·· ·· .542 891 ··.' ·•·· · •:c, 
61.3-09: >~7~17'3 • .... >; 

. -- - "·r, -.-. :.';'~.-* 
l,iss3;sci3< 1,379,243.' " . 

. lS,712 
83,800 

.19,Ws' 
. 361,106 .. 

. 41,653 
63,077· 
60,837 

. 49,643 

. ~- -

-·;;: _,,,-

., •· IJ•fo:f .. 
' '-'• ,~" 

56,024 
22,314 

281f 970 
-' ·; \> 

Q ,3,761'·· 
49,624.· 
S2,!J15' 
52,168, . 

',11.'tf" 

$2,378,409 $1,907;342' 
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" Totai:pabulti~ .•. , ; ; ;:;'.,; ;. ; ........•.............. ·. ; ... ,.< ::·:. ,, ... '· .. ; ..•..... : ... _, ....• 
~:- - - - ~ .-· - ' _- -... ,, - ' -

·~•F.4ii1ty-'NoteV' . , .· . 
,, ':_' ' . "• - - - -__ ' - ' ' ~- _. ' - ; - -_ - ·: -·-
C!)rnmon Stock- SI par value; 60,000;ooo shares authorized, 32,055,613 aml 32,036,o48 . . . 

'.>SIJares,issued and 17,696;738 aJld 18,765,641 shares outstanding ...........•..•....•. ., .. ; .• ; ..... ; .•...... 

;:~d2fusurplus .......• : .... ;: . : ............. : ........... : .... · ....... ~ · · · · · · · · · · · · ·•· · · · · · · · · · · · · · 
"•''tr~ appreciati0nor equity securities .•.. : ....•••. ,i ....•............•.....•.•......•..•• ; ..... • .. . 
;; 'iteUiliie<iearilings-Note F •.•.•....... ,.; ...... ; ~ .. ~ .. .; .. , ...................................... . 
~Stock, ate~!! (14,358,875 and 13,270,407shares) ..••..•.• : • • • . . • . . .. . • • . . • . . • • . • • •• • . • • • • . • • • • . ., 

.;, '~!eed bank loans of Employee Stock Ownership Trust- Notes G and H •. : ..•....•...•.. , .... ; . • . . . . . ""-' 

.,, " 'f()tllt Shareholders' Equity •••...•• , •.. ; ......... ,. ; ••..••• • • ; .•••.... ; .•.•.•.••...•••••••• • · • · 
;<'? _r;, 

TlilJll Liabllilles and Shareholders' F,quity .• , ...•...•...•••..••......•..•..• , ..... :' . ..•..•.•.••••• 

"1·.·; .. •JT . 
-,; 

0 

0 

>., 
P• 

.:~ 

$ lito,u68' . .$ 504;015 
.27,050 , 18,359 

118~ J6,l39 
640,42'f "S(JiJ,SI~ 

--.;..;:.... ___ .. _._. .···• 2,168 
1,3fi6;4J97 · i;l!o;1~1 

;.""' -- .. - -'1-- ;1·. 

- (~t403 
134,585 
~~ 

184,305 

32,056 
183,425 
97,608 

60'J,l73 

--~.: 

'',;_::. 
···. 26,ssi.J, 

,-.. w96 rfJj·(' 
,'/if95( 

' - ' -

0 J87;1i5 

. 32,036 
· 182:1si 

70,341 
456,931 

(311;970) 

-~\ 
'r_' ;, 

-;~:_;·;.~ 
··,.~ 

·~ 

(386,737) 
(19,989) (9,689) i 

Q--,~-. " 
~-~,; ;;,j 

515;636 420,401"'' 

$2,378,409 $1,907,342 ' 
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:~= .''.·:·:•·" .... ··:····o .... ~ ...... 
,:~?1~~mcome ... .. ·,: ...... ;:. : . . . . . . . ......................... • -'·/'•·•····•· 

JlqwtYm earrungs of unconsolidilted affiliates •••..•.••.•••••••••.••••• •.: ••••• 
!:J~q~~f;.~U-~~;_'~:,-~:~:~:·~ .,::~ ·.~ ·f ~.:~. '.~ ,.'.'~. ~(~::~:·: •· • ·:- ·>· .:-.~ ~.··~··.'-~ /~_ ~ .. ·~ :~ .• :~ • ~· .~-.~ ·, ~ .··~··~.:<. :~ 1~: .;: .-~ .1.1 ~ •· ·::~' ~-t'~ ·~:.• • .~\ ;·· •. • -~ -;, . 

t~ ·'';'·:· . "":. . . . ·D 
I~J!.evehue. ·•·•···'··· ;•····; .. : •.. ,.; .. ,,: .......•. :., •....•.. ,;.· ....•.. ;. 

f~ ~~~ . . .. .. . • .. ·". .··. · ... . 
": ~.Jifc !Jencti!S, llJld loss adjustJnentexpenses ...• , •• , •.• , ; , ........ ' , ·• • • • • •• , •. , ...... . 

. /:s:~.¥~~t;:. ;~~~~"···· ........ -.~'.'.·.·.·.-.: ... ·.·.-.·,·;::.·.:'.'::;::: :.':::::.:: ::r;: :: : :::: 
· .. ~sionJor dividends to policyholders ••·· .•.....•. : .. , .•.. ; .•. ' .... ~,; ...... ' , .• ·••·,,, •. 

., ' ::b11.¢rcst expe~Se\)""'.'. Note H ..• : . . •.............•...... ; ......•....••.•.••.•.•... ,:, · •.. 

~(' --'·_ - ' . "' - - -- ' o, - ' ('. - ' - - -
To.ta! Benefits and.Expenses ....... '· •..•..••. , , •· •• , .•••••••••.••.••.•.••. .o .. · ..... . 

,'/}'• 

··-; , .· .. . ()pCr.itingEarnings Before Income Taxes •••••.• , .••.••• , .•.•••.•• ', •.•••.. , ..•.. ; , •.. .'. 
~.tax expe!l5e (benefit) - Note F, ..... , ........ , ........ , ........ : : ...•...... • . " , . . . • ·· 
) ' ' ' - .. 

-.; 

.~()piinitingEomlngs .... ;', .. ; ..•.•. " . ; ....•.......•..... ; .. '.• •...... '"·· . : . ·'·' .. '.' •.. : ..••.•. · 

JC){?iimt srun~on invesfujents, net of tax~ NoteE ......•......... ;. ;, , :;, ..... ; .... , , .. '. .... . 
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< ; t1 ·• . . ' . . . 
910,527 C19'7;436 • Si3;S81 < 
92,1199 1s,Q.f6 ¢,s25 < • 

.126,72<!, . 96,fios !jg,OJ:3 • 
.. ·o. ·,·!: _. -t6~mo.<-: 

21,911 18,SJl !6,j37 ;< 

. 1,1s1;:u;t' • 887 ;626 
---·~ ';_'; 

766,SS:i .:• •:1 

68,147 
(9,492) 

92,940 

s 170,579 

\') 
54.21 
59.25 

. (0'1,35i 
. 6,942 

,,_ . - -,_ t> 

.100,409. 

106,ISI 
. H,321 

· .. _, .. -' ., __ 

$13l,3i3 Slll,7S:i ·.·~···· 

,, 

$5.ll' "'. 
$6;6j!. 

!•'' 

$4.48 
SS.31 
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:~: • ~ciseofwammts,stockoptio~sandother ........ ; ••••• ; ; .• : , ..•• , •.•• , ................. , . 

!>,{:c.'.;" 
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., .'·•···• Payrnerjtofperrormance •llares ..•. : ..•.. ·• .......... , ... • ......... : .•.. ; , ...... :. · · • · ··· · 

:ii ···~~ot~~~~~~~-~-~t~~- :: : :: : :: ::·::: ::: :.; ::::::: :•~·.::: ::::'~:: :: ·' ~:. 
,. '' . IJ~ apjireciation Of equity seeurlties: , ·' , · , · . 0

. 

··• ··:•· eaiaiice, begiJlnirisoryear •••.. , ··' ....• , , •.. , .••...•. : •. • ••.• : .• :. , ••••. , •••• :: • . , 

;;·. ;:c:.JJi~. : ....••. ln. un=IiUd····. • ··. ·. appreci.. · ation;, ne.t of def~rred taXes ~Note E ..• ·.· .•• , •••. , .••••. 'd •. : •• '·.',. ..•• ,., 
·~.:-1~- " . ' • ' " - -" e,; ,,:,:• .••••• ••·• • '·•• ·• . . ~·:·.;· :• •..••. 

,,•,I)jvictendS ($j,()C), S.88 and $.72 per share) •...•. · ..•• : ... ." ....••.•••.•...•...•.••...... ? ; .• ,. , ... 
:;:;;<Qth~-._-;.,.>~ . -~ .. :.~. :--.. •: ..... : . ;.-.··~-.:. '• ~ .. 11 •. _~ • -•• .--. ; • _ ••• ~ · •••• "·~ •• ~ • -••••••••.•• · .•• -••••••• -••••••••• : • ~ 
·~-:·,~).Ii.ice~: en_~··.~f-year. ·, .. .'_. ··'~- ·, .• _. ...•. •· ....... -~ .. ·-· .... ·. ;· .......•.. ~- ... ·~ · .. · .... ·_. " .. ·- ..... ,. .. . ·!>. 

~Stock, at cost: 
'1'81ance,beginning ofyear ..... , ......•.....•........ ·'· ................•• , ...... , .... .' ...•. · 
}~chaSe,pf).281,8!i6; l,763,600and 1,197,100 sharesof CommortStock .•.•.••••.•.. : ..•..•..•. 
i'l!.CiSSuarii;epf 193;398; 33,305 and 86,000shares PfCPmmon Stock ...•••.. ; .••.•..•. ;: •.••.•..•. 

' Pn,":~~f~::: ::'.: ::::::: :'.·::: :::: :: ::: : :: : :: ~~:: '.::: ::: ::::::::: :: ::: : : : :: : : : : 
~~m· E:Qu11y •••••••••••• : ••.•.•••••.•••••••.•• , .•••••• ·: ...................... . 

.-;;;;'.~f(;:": .. -;:'.:·~.: ·. ' -
. ·if,~ Fmrincial Statements 
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s 32,036' 
20 

•.32,056 

1st;1s2 ' 

673, 

183,425 

70,341 
• 27,'U,7 

97,<iOll 

456,931 
l7!j,S79 
(18,237) 

·I_ I'.--

' ',' 611!1,273 

(311,970) 
(!J6,244) 
11,477 

(386,737) 

' (9,689) 
(11,300) 

1,000 
(l9,989) 

$515,636 

·,'-"_, 

1984 ,. 
.,,_ 

$ 3f,933 
22 
Sic 

32,036> 

536·; 
, ..• ·4;616 

.· ... 
; .. --....-

'• 182,752 

'• '1983, 

$ 0:!1l,sss 
'1,043 

2. 
' 31;933 . 

ii-

69,()()9 ..•.. ·' >60,~ ' 
1;332 ' ; ,·' ;8,203 

.'-;:.-

70,34f. . 69:1JO'Jc ·" .1 
;,-,,:·, 

·'·u.; 
'·342,744 2<\4,184 

··:_·~'. 

131,313 113,753 ·' 
(17,126) ' ', ' (15,017) '. 

' 016)· 

456,93! 342,744 ' 

(210,858) (144,i66}'' 
, 

;· (IQ3,027) (10,627) ·.' 
J,915 31935. ' 

' (311,970) 
'' 

(2!0,858), ' 

(4,989) 
(5,700) (9,989)' 
1,000 5,000 

; 

!9,689). (4,989} 

$420,401 $405,439 
·:: ;~'; 

" 

I 
I 

• 0 
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tt.63? .. sioo.~ •· ,~ 94,824 . 
.'.:·;·'' ;·, .. ·,' -,~~ -:-~ '\ii.,· 

<(111,136) ~ cw,645) < (li;<JBs> ,, •·· 
0(~~) ,· (7,836) (4.~3) .' .• , 
t}~21:ii~:'~f.· ... ,)-:~7_;~#: .. ·i~ ':...:} ·.4,~~>" . ,1 ... :; 
'-·~~14'_- : ·· - 57;S74 '-·:·.-33~74!>~:~;-- . IV ., -- ;.·._·,' ·: __ . . __ .,. _.-_··. - :· '.r ._, ·,·: _.-: .. · 
. c2,16llr . (13,902) ·t6 .• WQ . 

.12,sis . .? i21 is 312•> • j 
. <4.7~> t.<~is1ol ••·.•. '<~:3»i> .- ·~;;~ 
. 1i;1.a . > s.92ef. . ·.· .. 4,260 ··.,, 5~ 

~.-,; ..•. ~ ...•. ;· .. ;_ •.•. ' .. ·.·.·•.· ••. · .• _:·.· ... •· .. ·.,·.· < ; . Cash.P"1\'lded fromopel"llling act!VJIJes ...••••••••..••••. • ................... : •• • , • , , .••••. 

' (5•136). '; :· .. <3.858.> .. · • ·(4;~.> 
4ii83. · ' is 828 ' ·. •·· :z9 849 "· ·:~ .-'-'---:;.;!'=·""-' t --~--·· '-·,<: . ~fr ... 118.(,()2 . i;4.:z67 <:i. ~'.<~ ,-,-~;·.·-. ", -' -- ,' , •; ' __ ,. ·-·- . ' - _-,, .- ' <:>'-. ~-·. - ', - , 

~: .. ·.· .. ·.·.•.· .. ,~LPllil~~ ........ : ...... ; ...•.......... :; .... ~ ............ .,;·': ....... s. 
,,. " :.·_:.:·---. '.- "': ._: : u 

~Y!iE~:~::: ::•:'.::.:••:: •:~::: '.: ·.;: :•:i:~: :: :::;::: ;: .. 
):',l'niceedSrro.ri exercise of wamnts and stock options .••••••••..••••••.• : •••...•.•.• : •.•..••.• 

~~\·!t~~~~~;~F~~~~~~:::::::::::::: :::::: ::·:::::::~:::::::::::::·:'.:::: ., · · 
;: _, -- -- _.,,_ :.: · .· - .,. _C:of/. 

· !'let cash fiQw from financing activities , .••. , •••.•...••••.•••••.•.•.... ~ .. ; •••..•• ~ .• : 

··~pe.:rea'se (inC(CaSC) ill cash ••. , • '. •...• , .................... , •• , ••. : .•.•.• • • '· ..•. · .•..• ; •••• i 
. · !'let eash flow llvailablef9r investment •••. • ••..... , .••••.••...••••.•. ' •.•.••• iJ., ..... 

; <11\,237) .· ii~; 127) 9;,0,,> 

. __ .. ,, .. 
. 25,900 

-··, 

S,O(JO 
·1~··,·· 

; (12,87!1) 7'"' ' ) 

693 ... .-. • ss§. . ~.t@ • ..... . 
(86,244) .• (J031 ..•• 09,217>5.·. ·.·.•·.· '(1.0,627) '. .• ; 
]1,477 4,321 . J 
(4,708) .· 3;344 ,. (388! ' ) 

"(90,060)" · .. (7f,3il!i) (35319) 'd }j 

<4,549) · · 3,911 '' .1<6ds1)" ·r~ 
$' tss,142 .$ 94,011 slr1 ,fii4 ~ 0

• ' ' - - ·:; 
,::,' ~- ,,- < 

o~ g:i :! 

.- . . 
:-{~.:.·~-.,. ··•.• '! •.••••• -· ·-· ••••••••••••• •:« ••.••••••.• •.•;. •-· •• ~-.:. •· ••• '? ••• ·-·.,; •.•••••••••• -'• 

$1,tliii,~ $520,i67 ''.' S$22',864 ) 
. (6l0Slfi! 33,Jil6' .. (47.~f ~i 
(m,385) (486. ,302. r .··· (387;W·· .. · •• • 11; 

37,1192 3,7~1 " .(1.388),, l 
21,609@ ~ .. "'-'' . ' '<23,217 " ' " ;, 
16,1!87 " . 11,788 '2;673,0 

---"1,3""1"'0 '../ilt;411 _ s.249 · 
s 94,cni': .sl11,614 

., ofinVC$tments• •••••. ·.' •... • • '· • • • • • • ·' •. ·, • '· • • • • • ·, • • • • • • • '·· · • • · · · · · · • • · • • • :. 
•;: . ;in payable pn SCCUrity purchases .... i •••• , ••••••••••• ·• , •••• , • ! .' ••••• ".,' ••••• ; •••••• ; 

~~"'1~trnenti;. nei ofrelatl'd taxes., •.•• '. ••••• : ••.••.. : .•••• ; • , ••••.•••.••..•.••.••.•• 
·· · · in i=jvable from security sales ...... ; •..• ' .....•......... , .. ' .... } ............ ''· .. 

1 
in affiliates and ~u~;idiaries ••••. , .••• : • ; ••••••••• ; • , • ~.:.,: .•. .••••.••.••..•.• 

. . Q(propcny and equipment; net. ............... , • • • . • • • • • • • ................... ,, • 

$ 185,142 

-::: 
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•)_,<) " 

.•... ~· 
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; .. :~ ~""lcliitkiii' 
.!fbC~ru\ani;;ji~isfaclwJttheaceountsofGElr'n····· 
ci~<tlte ~n) and its subsidi8nes clxcCi>t Qoventll1~1 ··: .. ·· 
"'.~F,!IWicilll Co~'81jon.(G~G<}); Jnvesimeitts. in.GEF<::Q,'ij . 
•·••• ~<:oiisJDDCr rmaiii:e <;a!iJPaiiY, ~VEMCO Coq)p'l!lion, a .. · · 
•.,331ft~ general aviationins~and f~ccimpany;lkmd • .. · 
• :Jii~'.Oroup,Jnc; (BIG), a20'/o ilwtted inuuicipal licind swilantee · 

:.• ~;~J;i>iii~y;.aDd othernon'ma]oritY owned affiliates.are 
's.~ror~~equitymcthixl, · · · · · · ..... ·· .. ·. ·<· .· 

·. :· .'$giiif"H:antinter<;0mpany accounts and transactions haii; been 
~.frrim~ted,< ·· · •,. · ·: · ··· ·"· · .. ,. · · < ·' · ··· . · · 

December 31. 

1915 1984 ----'= 
•',; 

Shc>rt,termilivestments ......... G ........ :. · s 27,826 · S . 2($61 

724.733 1' ' 

5~1.6!!4 =n:::::·::::::::;:si::::::::::::: ,, .. :::,, 
; ; . '. Affoliates •.••• ; • ; .............. : ;· . . . . . . . ;, 111,012 

,~,:··>·\}'··:··,···~·'·······"····"·· h • 11,235 
·J11"1#rty and eqwpment, net .• • • • • . • • • . • • • • • • • 54,143 

· ··'"'' ,_ · ·rec:Ciyabte, net' .... ~ ... , ..•...• _....... 346,068 .- . 
policy acquisition costs. , • . . • • • . . .. . . . • _54,M;' 

' '1· . 

.assets; .................. ; ••••••.•••• 

--'·. 

56',359 

$2,144,956 

$ 675,659 
621,548 
283,7'17 
557,042 

,, $2,144,956 

84,167 
9,155 
48.~4 

273,803 
' .43;716 . 

36.014 

$1,166,m 

$ 569,181 
503,675 
200,939 
492,982 

$1,766,777 

·o 

. J.-, . . ".: 

-'-,J 

. ;_ : ,.-_<,· . 
- ":'.::'.~ 

sUITI11uiry coiJsoudll!ed !'uiancial chlta for cla1ci:) and· its ;;.,i\solidatec! •• ;. . ..• i' 
property and"85ua1ty subSi!liari~ aie Presented t.:Iow{the property "and · 
casualty insunin\isu~~includCcj are GOvemni~t E~plOYoci ·•· '· .. · · .... · •.. ·; 

0 Insurance Company (GEICO), Criterion Insurance Co~~y (CRICO), . . 
Cfit¢im Casualty Company, and GE.ICOffieneraf lns)illuiceA;nipany.: · 

oP 

,_. , ' <i ' '' -- ' ' ' '·' .. - . ' - ., 
'-'', 

.,,:~ 

,. 

&ndnlled lil<'ome s1afel81s 
(In~) . 

--~~urns:.":_.·~·.:.;._;.·.~.•~:_.··.»;. ... ·:.~--
Netipvestn:ient income ••••..••.•. -. .. ; •.•. • 
Eqwty iO earnings of: 
GEFCO~; ••••• ; •• ; ••• , ••••••••• 
AVEMCO ................. ; .. .. 
BIG . .,,_. ....... : ........ ,, .. . 
Otheraffiliates .•••••.•••..•..... 

Total Rev.enue .•••.•. ; · .•....... ; ... • 

Losses ·and loss adjusun_ent expensCs . . •. 
9t.herexpenses . . , ....... _ _. .• .. ·;:,;. .... ~ .. 
IntereStexpense .·. ;), , ; .. · .....• -...... . 
Income tax expense·(ben_efit) . _. ·-• . _ .. ~·. 

'Rita! Benefits and Expenses .•••••• 

Operating Earnings ............... '. • 
Realized gains ,. ................. . 

Netlil.come ................... . 

.!I 

-""' 

, ' .• ' . i~ .• 

' ·. YearEndecl Dea:mber 31; : . 

-~llll!S= ' ' 1984 1983 . ' 

$ ilW.!1!11 
99,601 

4,~1 
2,439 

'702 

S8so,181 s160;z19 •. 
90,877 si,868, · 

~~"127 
1,928 

C' ', 

3,173 

•:.~.· 

1;611 839 ' ~. 

1,109,012 949,55~ . 845,3e:I""· 

'5@,~ 677,211 567,228.:, 
170,911 · 148,869 

,, 
154,374 

4,~12- 3,953 4,00~ 
' 

(3,119} 15,518 20~(6i' 

1,023,253 845,S51 .· 'F46).67 

85,75' 104,001 . 99,126 
86,923 29,835 17,837 

$ 172,682 - ,$133,836 5116,963" .. 
c 

if 
. -~· . 

0 .,_0·,· 

(} '(!! 
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!·:~~~> , . <c> .. < 
'•~~tlon'Qf Gl!lcO's cbnsolida~ netiJlcortieloJl!e ... 
·~9n's ~nsolidai~ net!nC<imc is i•• folloWs:•. • .···· .. ·,, 
.. - .. - ·--- . --- .- ---- - .. _,. ... ·- ' - . 

----.:' -:._:_<:,-:-.·::', ____ ---<:I , __ .-: .- -

._,_.~;Company_--:-?'~-. ·.- , . . -: 
"·.· :--_.-;_.: _<-- ·- '.": ; __ '· -,- : ···-----, ".'--- .-_. -' ·_- ' - '_--. __ JL ._ _» _ _-·. 

·. · "· .. · Phiu<R~i!rces C9ir.p;i!Jy (P.lua), awho!)y O\Vlledsubsil'.li!llY, . 

-!:·" 

- . ~ . 
. -.' -- :.-- .- ' 

. , Wrticl~~~ avatj#)' <>!~ntilres an~ in~e~tS .. · > c ,, • ,., 
.··. ,,;· • P~ lillSm~ m qil and gas exploralt!J!l J<ltntvenl\llCS lllid.as <lf 

11115 , . 1984 · · 1983 >l)eCcink:[3119ll5 Plilza'~shateoftheestiinatc;d~ qil and · · ·. 

.
sm .. 682 .. ·• 5133.s36 .. s.i.i6.%3.". · · ..• ~mJh~comni~cially;prciducjngfieldSisapproxiifui~1)'foo,~· 

,, • flarie~ofouanaJ1?ill,i.oncii~ic"feetiiflia(ui1il.sas.~110uaitd.siis .•. •·· 
·. · venfui.s illebeing ·accciillited r or by the ~ucfusfiil efforts lltetl11x1t 

,6'!
6 

.•• 9
460
H····'··· · · ' ··· Purini!l385 l'Jilzawldits interestin)icoinpuier sof1waij:Jlinited 

l:quityiJleanilngsofaffilia!ts.,,,. : .•. 

;-~,;~~ ·, '._·:~:-~t:Cmh_PanY opuatiOns:~_'· _ _. • •.. --~. 
N!t l~ ~-GEICO pjrp<iratioi\ ••. , · 

' ';·,' ':-;tr-_¢'; ' . :.-~· . . 

" - _:7~~93 
(6;610) 

. . ··. (16,168) 

6>273,, 
.....• 4,3115 .. 

2,724 
. (2,103) 

'· $170,579 

., --('-·, 0 \I 

, , · partil~hip for $5.9,:millloi); The costs a$cia!cil with iii~ !KlflWJll'O 
" (12,073) d.VC!ol!fflen~ IUul Previq,usly beeri ~penSecl&.s in~~. Y •.·. . }' .·· '!>· • 

· 1,614 · Pla7.aiili0 isapartnerihlWore81Jesl1\~Pl'PiectswJii~h~d~!opit).g ,,,," 
· 750 .aiidselling~in)esharevacalionunitsjoin!)ywithGl!FCO; · ' 0 " '<.'i;\ 

~·. •.. 0uruigJ!i8Sf~inVe5!<-'llS6.0millionill a1Jia!eslllter~cillgl<!8il ;. ~ 
du:in .1'191· SwnmarY finaneial !falafor Pl37.a ~ asfollQ\V&? . , ·. . '• • ,~ 
r1nmmionsJ ·. • • . · · · · · Dccernbe13!; · ·'' 

~B6n.esiieets . " . 1995 > < ·™~.?\ 
In~Cllts._i-~-: · __ .. '\'...<- _ ,, ,;-·.. ~ .__ _ ~ . 'f!-. · 

Produci)lg oil aod gas·ficlds ..... : . ; ........... '... • S "4.2 . $ 6.(' 
Othei; oil and gas fi~iils , .•, •• ; ..... ; ... .- ........ '·" 1.5 

0 
.t.6 

\ ~le Grilu~; Inc. . .. . . . . . . . . . . 

• •••·· Suiillnacyftilancialdata roiResoliite Group, Inc., a consolidated 
· ;• , · · rcinsufance su~idiar)' which writes property and casuaity i;einsuraitce, 

·. , .~as roliows: · · · · 
-- ~,-;;;. ''.~: 

' /i11 "1i/6Mvr ' 1985 ~· _w. 
545.1 $ 30.3 $ 28,7 

,. -'/~~1••(~~-!!· __ . \ __ . ·.- '. -_; -........... -.,~ ... _ ... -.. . 
A!limholder:s equity , ..•• " ...... , .. . 

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

',~~!~~~~~::::.::::::::::: 

76.1 45.4 40.3 
9.7 12.4 12.S 

28.2-.• 15.S 6;2 

~ (9.7) (L6) (1,4) 
3.7 3.2 2.0 

(1.6) 1.1 • 6 

1985 ~ _w. 
$ 57.1 $ 36.4 s 28.4~ 

79;4 so.o .42.8 

·sc:qulw ................. 32.1 27.8 26,8 
49.8 8.7 1.9 

iiicome.; ... :-·~ ... ·._:-.:, .. ,. 5.5 4.0 2.8 
; , ..... -.............. 1.7 1.1 (.1) 

0 

'" '.·. ~ ~-

Realestated,evelopm'entpartnerships._,,._.-_ ..... ; .•. ~,~.... - 5.6-,, 6~3 · · 
Real .Slate financing loan, ... , . , • ,. ; '. ;·, .. : • ., , ; .. • 6,0 . . -

Other assets and liabilities, net ............ : ... ,...... ,· (.4)// . (l.fii 

. Shafeholder's equity , ..... : .. , ......... , ...... , .~. $ ·16.9
6 

$ 12;{ -.. _,~.-. ','-~ =-

CondOnsed Income Slalements 

__ ;Real"~ta_te t;vc:Jopn1ent income . .. · .... ~'· ..... 
Oil_tµtd gas reyenue ... , .. ..... , . .-... -« •••••.•• 
Saj.e Or co~put~rso~wafe.inter_es~. ~ ._·.-~ :-;. -~- ... . 
Cpmputer soft~~ exJ?CllSCd _ ...... _ .... . 
Oil a.nd !!!IS c0sts expense<I ;, .... ; ..... "(j ... . 

. Income taX beJ1,ef.f(expense) ....... _ ....... -· .. . ., 
Net.incoi:nCQOss) ......... ; . -~ ...... _·- .... _ .• 

·Q 

0 

Ii 

:;;,·_, 

yell, Ended 1Je&mber 31, ·, ..! 

1985 1984 . 1983 . '<' 

s l.1 '$"1.6 
4,0 .~ 

5.9 
(!·"' 

, (1.3) ' 
(2.9)" .. (1.4) 
(2.7) -~ 

s 5.4 $ (.2) 

<·1 

s 1.0. 
. Ct'; 

-.. n. 
(2.8) . c 
(I.I) .. 

.. '1.4 
S (1.S) ,.. ____ '-? 



. ' --6 

· Noies anCi debmttm:S payal>1e .••••.•• : •••• ", •• , .· .... 
, Lialli]i1Yforsa".ings deposits .••••• ; •• ; • , •..•• , •.. ' ••• 

Othet lialiilities ...... : '• ............ ; •••••.•.•. ; : •• 
/,1. 

\.-,·- .·• Total liabilitiJ ..••.••••• , .....•... , .......... .. 
,, .. , , .~ble prefen<G stock ... · ... , ................. . 
~-:'.; __ ~_.PrCfermfstOck·andcommon -

-'.::,_ :·· ~lderis equity ••.•.. i~ .•••••• , •• , ••••••••••••• 

i~~< , '.fatal !}'lbilities "!ld equity ...................... . 
r{~; .,~_-, 

,, s 52.0 $ Sll.2 
141.1· 128.3' 

•' 9,0 6.4 

slll9.1 $J!i3.9' 

S"''l 6 S 63JO :/'. 
81.9;: ,,78J 

---2:! 9.1 

163.2 150:6 
.9 1.0 

45.0 42.3 

$209.t $193.9 

·9;: ·-,:·.·-,., OS~ 

:~;;~_:.:-."c/ '·,·"« 1 bKome Statements 
"-~,_,;_"_:_~:~··, ~ -' ' -----'"·- - - • 0 0 

Year Ended December 31, 

1985 1984 1983 

~on fmanc;-;e_ m:eavablcs .•.•. .- ........... . ·:; 
Wsfuient'and other income ........ ; ........ . . -· . - . 
·>.~_revenue:-.' .•.•. · •.•••••............• 

~~,id capital financin~ expenses •.•.•••• 
, ~OOl<r .;.,a.ting expenses ••••••••• • ..••••••• 

"· 
' 

s 25.1 
15.9 

41.0 
17.5 
18.3• 

.7 

4.5 

s 45 

s 23.2 s 22.2 
_!!!:! o..E~ 

41.3 35.8 
15.7 15.2 
19.5 16.6 

_g .5 

4.9 3.5 

~ 
s 4.9 s 3.7 

: - ··-· -· d 

. ci.:> CQlii6ration's consolidated bhlanceJheet includes investments 
· . 's bonds.of$4,0!4.~5 and $4,604,145 at.December 31, 1985 

iij!SJ~, ~},""IY. ' .. o 

·'.' 9"- '' \\ 

0 0 

r' 

·.·.··.·. ,, ' 

' ' 

i "> ,~, 

!;' 

}, ' 

(In mi/Jions} ,, 
T.;..i~ ..... ,· .. ;;,,, ...... : .......... . 

l985 
0 --

$121.4 s 83.8 

SharehOlders' eqUity ••• _ •••• .-.; •.•• _, ••.••• -. -. ;., •• 

~- :R~ue .'~ .". •. :--~ ;~ .. · .... ~.'.rt•·;•.·.·.•,•.;_ ..... 
',Jl!etincome.;• ............. :,;;,,,; ..... ; ... 

, 5J.7. 
59.4 
7.6 

s 94.7 
42.S 
48.0 
6.0 

38.2 tJ 

37.S, 
4.1 

D 

CIUCOreceived divldends of Sli04,000 in 1985, 5594,ooo in 1984,and 
· $458,000 in i983 from.AVEHc;;:o. At December 31, 1985 the total 
~ket value ofA\IEMCO i1~ held by CRICO ~ $37.3 million, a 

Bondw.stgrsGn>up,lnc'. ' 0 ' ' 

o_ 8 

In January 1985, GEICO acqUired a 20"lo interest in Bond Investors 
Group, [nc. (BIG), a municipal bond guarantee insurance company, for 
$15.7 million. GEICO invested an additional $6 million in BIG in · 
DecembeH98S to maintain a 20"!0 ownership interest: GEIOO's 
e:iuity ln BiG's, earnings in· 198S approximated $,7 million. 

O'' 
\\ 

0 

0 

c 
33 

0 
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0 

·o·. 

)iy~r::l~nt7c~nti~:Pollcles: ~ ~ 0
_
9 •> 

~ J!'C _!llX9lllpan~ financial s~emen~ ~re presenlcit ir~-,oonro~ty' 
· . with generally accepted _accounting pnnaples (GAj.\J>), These 

• (lrjittjl>b.differJrom stan1toryacq:uµ1ting practiil.s prescribed or 
'permitted by regulatory aiithoritieNor tl!e insurance suh<',!)iaries. See 
' Nole C [or statutory amounts of net in~me or loss, shaieholder's 
q,eqwty and ~tations on dij'idenclS, · · · c 0 . 0 
·: 0 :J~: .··'-._--_;}:' ; 0 

......... Is 

"• · - . '' in....urientsln fllced ma1urities (bonds, notes and redeem•thl2preferred. 
' stcicb) are reporred at amortized cost and investments in equity ' 
_· seairities (OOllUllOn and QOnrOOeemal!Je prefec;¢ Stocksf at market 

0 
' va!~' Rcalill>dgains and lo'5es on sales of ~"\vestments, as de!ermined 

t ti~ 'oil a $pecific identification basis, are il\cluded in tl\e1statemenfof ' 
;' · income. GEICO Corporation's equity in changes in unrealized 
(z appreclation (depreciation) on equity securities, after deferred incmµe 0 

tax effects; is wporred directly in shareh6lders' equity. The. consoli;lated 
\mrealizcd inV.Stm1;11t appfeciation at December 31, 1985 before 
deferred tax effects consisted of gross gains of s140.2 million and gross 
losses of S3.9million. -
ll 

0 

'Defemd Polley Acquisition Cosls 0 

' ,, ' 0 
c'Costs that vary' with and'are direcrlyifelated to the production of a 
, business _and are recoverable have been deCerred. Such costs include 
commisshns, premium taxes, advertising· and certain underwriting aild 

~\ 0, 

- ' - . _,\ ' ' - - '• - ' " -__ :-'- - ' ·- d 
0 

· Premlulil Re!'en·"" IUid IH\>lden"5 Ill Pollcy~klers 
" Property arid_ c;asualty premiums are .Jr,Cci prorata c\ver' the temis tif the 

policies 31)dlife and annuitypren'liuin5 are reqigtlized as.revenue o~r. -~ ,. ··.· 
th~.P~~ pc!yin& peflbct: P~u·J!t~~Jiµeis;ieportaj ne(()f~ --- -~~ _ .- ,: ... ~-:_":; 
reinsurance. Ilix!dends to policyhol!lers dt;Sl6.J mil!ion were chaiged iQ~ ~,, 
operations in 1983. for c:ertain states with underwriting expefjence more" :~',f'; '' 

'favorable than __ .•. _·--an.ticipat~-J " ' ·· 
0 

· , ~0 ~ 
Prn~andEquipmcrt· .~·: ;J 1·- _ _, __ · . - _. __ ._ . _ ., .-·. oJ_ 

0 The annilaf¥,rovi;itms 'tor deprel;iation are computed by Ulestraight-lin'i: -' •· 
method over 45 year useful.lives '(or buiidu{gs and ~ver3-IO~year u~ful · o 
qves for equipment. · ' ' - · V · ' · · 

'_,, 
Gocidwill' ' ' ' ' . ' " '• . ' ' ' ' '.' ' ' ' '. ', .,;' ' .'· 

•:s the ~cess-of the ptlrcIW.se.Pr1ce O\::t il'1e_ r~r "~~-e bf-~he_n~t,~Sets_13· __ -
acquired on the purchat&i s.~b~diaries anii ~fflliates, h.S been nid\rded 

as good. will an_ dis. 11\!i.ng am_ . o~ on ~straig. ht_, __ line_. b.· asis_. 11_ ver_ . ~_.,'t~ 0 years or Jess. At Decemller31, 1985 goodwill on con.•olidated · K 
suooidiaries of $4.6million is inc\~ded in otlier,aSseiS;and net negh'li've 
goodwill on unco_nsrllidated affiliates of $1.0 million is reflected in ' : 

1' '/¥ - --· - .. " 
(! investment in affiliates~; ·~ · f4.~ : 

0 
1i ~ s~ 

Nee., C: Statutory Results , · . . . __ . 
"""' - - - ' ,_ ' ,, ' - . .._ ·i; . . ' : . 

, Consolidated net inoome for:.ill property and casualti) insurance 
subsidiaries was $165.4 million in 1985, $134'1miUiilnin1984,.and 
$110.1 million itl 1983 as cleforminedJmder1iatu5ticypractices .. , ··. _ 0 

Consolidated shareholder's equity under statut9ry practices for these 
subsidiaries was $583:0 million. and $521.8 million. at December 3 I, 1985 · 
and 1984; respectively. 

0 
, o , __ 0 . _ , . 

, _ 'p01icy iss\iance costs. The costs o~,acquiring property and casualty 
insunµ11;e ~-~g amortized to income as th_e related writt~n premiums 

' •. -~ carned .. T[)e costs of acquiring life insurancec'U'C being amortized to 
in&lme as revenues are earn~. D Consolidated life insurance 3ubsidiaJ,ies r€po~"CI net loSS.S of $1.4 ·. 0 • 

million in 1985 and $2.5 million in 1984 as determined under statutory'. 
_Loo» Life Benefit and J.os9 Adjustment &pense R"'l'!nes 

- "/;:; -v 

~· '1 F;!'.oJlc:!'lyand casualty loss reserves.are ti3sed on averages for automobile 
~-·. -ClainiS'reported within the mOstrecent three months, case basi!:'.estimates· 

_' "· · . ·for other reported'claims and calculated estima"es of unreported losses. ' , "·n.. reserve for Josse5 ftlrther includes additionllJ amounts to reflect 
:; anticipated future economic and social conditions. The detennination Of 

these additional amounts includes consideration of studies of reserve ' 
'· -~performed by independent cor.sulting actuaries. The reserve for 
, ;lQlses has been reduced by approxim~iely $33.2 million and $26. 7 

· . ,nl';Dion at December 31, i985 and 1984, ~pectively, for anticipated"'-

" pr.icti~. Consolidated_ sh;µeholder's equity under statutory p~ces . 
for these subsidiaries_. was S!8.6 million an~'$18.5 millio_nat December 
31, 1985 and 1984, respetlively. : ' . ' .•. ; ; ' ~· 

Statutgry requirements place limiiations on_ the maximum _~aunt_ of 
annU1I di_vidends and other distributions whii.:li can be r:einitfrf to tile 
'Ccirporation'by itS consolidated insuranee subsidiaries0withoht prior···_. 

@pproval of the appropriate state.insuranc¢:.~o~misSi8ne~. ·The. ,~. -
consolidated insurance companies h£d tolhl nei assets of $557~0 tiJillion 
at J:r.'_cember 31, 1985, of which approxin\atelyS!l4.'5 fuiilion,is available. 
for payment of dividends in 1986 and other amounts may be available in, 
the form ofloans or cash advances. Durini!.1985 the Corporation .'-i .. " . 
rece:ved $14L5 mjllion,in dividends fromth.si, subsidiaries. , " ' · ·· . · ·salvaF and subrogation recoveries. L&s adjustment expen_se rese~-~ 

bued l!JICi!n'l:stim~tes of expenses to be incurred in the S<ttli:ment of ~ 
-· c:!aim!FR<scrv.s are reatrded net of estimated reinsurance recoverable ,, 
'on UDplid losses and loss adl_1t>tfu<m~cxpc;115<5. _ "'' o' 

r;;,.~ ' . -';"I ;5'.V . _, .... _____ '': 

_ . Mllnagement believes that its aggregate provision for lo•'l'and lo~,, 
• ,;, •.. lldiustn!ent expense at December 31, 19~5 is reason ab.le and adequati; to 

\ , 'i:cMrthe ultimate net cost oflosses on reported and'unreported daims 
,·~~from acci:lents whi'h had occurred by that date, but such 
''" · provision is necessarily bas<d on estimate!i and the ultimate net cost may 

,. yary from such estimates. As adjµstments to tl)ese es'timates becomP, 
-~;~ch adjustments are reflected in current open:tionS. The . 0 
methods used to develop these reserves are subject to cor.tinuing review 
_ad re~.=nr-;: 

l.iiltiilities for future life policy bene(\ts have been computed 
~PJlllY by the net level premium method with anticipated rates of 
mottality,, withdrawals 3!1d investment yie:d based upon company 

0 () 
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;_~s 11,248 -

125,319 
'."'! 

____fill 

14?154J, 
(49,6C9) 

GS 92 940 
'D -1=.~ 

efin.thJusands) . . . ·~ s 6B,58l, 

~.5n 
5366-

k-:J' '>'" (" ~' 
't; Maike1~vatue ........... -•.. '. .... ~··· · 

A-rrf2r:tlzed cost .......... , ........• ~; . • . 0 

626 
Unrcttlized'3ppredation (depreqriiiori) at 

.'
O DecembSjL ...... ;•.•.··~··.C\ •. -: .. _. 

•' " 
o ,t.J9~lzcd_·appredadon during the )•ear ~ 

$(19,292} 
40,271 - c~ 

120 ,,, 

,. ''(65) 

21,034 
(2, 10?.J 

$ 30,904} \'~ 18,929 ' ' 
-,-, --;:-,• -.:.:---0 

... ,1:--

"'--, 
,-:;-, 

~) 

0' -. 

','l. 
-·-,; 

'~. 0 

'Ti-' 

'·' 

.; 

Jj ,, 

0 

j Ii\· 

~~1~985= 1984 
I) 

1983 

Sl,164~,:,: $775,514" 
1;144,227 798,979 

$736,818 
·782,49~ 

0 
., 
' 

s 
s 

20,123 cHiJ;465), $(45,67~' 

C.>'. 

0 
0· 

D • 
G-' . 

,, 

<;' " 

:; 

,, 

s 15;865 
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;:i; ,. 

"- ·:1 
"!.!'' -1 
-8~~-1 

r;:; r:-

•) 

35 
-,~, ._,I 



.. 'l:a' 
n-.,, ·o •. 

':(.\ . -~--
~--Q 

1·-··,, 
" 

6, 

;jy -: (•. -= ~::: 

.~f}~~..i..taxit' ''· · •.# ~ ,, 

0

: ,, " ·· ~~::~en!S~~~efederfilin~mit~liabUityiiiEl~:~.·~
0

the' 
f j,,~~m.e ~ ;,roviSiqfihils~~ eolll~U(ed UpPn pretax fffiat1cial .. 0 ltli"JIC~ ~tl\temcnts'iire al:'f ~llO"{~i . fy . • ' • .. · .....• • 1i. . . . . . . • ' GJ( . ,,/ 

'··''·'J<POrting1.ncome;is follows;· .< . ·. ·. ·. ..: . . .. or i,)l,,.. . <Z . ' ··tr " :,., . .. " Q., . d . , CI>ecenibef31;. 
•••(Tn~ b ''.'' 1!185 . 1984 l983 " [ln11rous<fidif' ,( \. < .• 1'985 ''1984 i 

,·.-~:-~.~~~:~~ni~~ciii: _-. · ,, -- - ;~ -__ <"~q-, -o_-_·<,_-, . \_---_ : . . :" ___ ) : , ·--. --5~>7·: 10-:~_0··-~-'--:_,_~r;_~ '.'li"~.~~(l!>i') , : .. ; ..... , .',:. /J(13,fJ42) . s (3.495) $. 4,179 .,CUnenktaxpayable(recovemb!e .. : ..... ,: .... ; .... · .. , , . S(t;515) :o 
.11~ru{r~~ ~-·-•- .. _ .. _,~··:··~··-·····---. _ --~~·_so., 10,431 ~ '-~~:=-:·::~~-6~~~-~~~~~~ri-~~;~·~;.-~ 47_;?;~ :·-0~;61:1~·:,·. -· .. 
., .1~;-xprovision ...... ~........ $. (9,492) S~,~~ ,,S ii'.327 o ~Uity¥<'f'".·~ .... , ,c; •• '. ••• l; .; .. ";;~.:·,:.; •' · ,, 40,f~ ~:>9.SSS:.' , 
' . . .. · . . ·· . . · I tax15bility · · , ' • · li$95,383 • $12,951. ;, •. · Tlte~ttax'iienefitui 1~85and,!98•bvaslltil~pririuplyagainst«<" ncome ·· · , · ..... , ........ , .... :.......... . 
----~tlax-~-on~~-short-tenricapitaJgallK ·.,'::--. --o -- ,., .. 0 -_,_ -_: .. · ·_·"·- . _, __ ... P_.i, .. _._-"' .,, _ .>~ f" ·. ~ '' ·. · .·;. ·? · · .• , ; GE~COisan!inconsoliduteil.affiliateforfman.'ialreporting6utis> n .. ;; 

;·j, El.ftcU.,..~Rate~Dciliaiion. ;,o . . o. includedinlheCQtpoi:ation\;:onsolidlitedU.S.J~eralincometax Oy» ; 
. . .. ·.· . . . .. . ,,~JllJI· Jl<x:ause.GEFCO is a.=ufi[,edJor,on the ..Quity l~~.hlld, taxes • · · 'k.ll· •' , . A refuncili~tion <>f lh~ effective tax rates int~ consolidateii statemen( pa)':able*own m the prece\fmg tatile excludes the effect of GEFCO's ·. 

·• .·,~ "of income to !he prevailing federal income tax rate(46"7o) is as follows: ea:nlniS ahddeductions:;; . ·. · o . . · · . . .· .. · .. · . . · . . 
6 

,,, . · · · · · · · · · ·"" " .. . CRlCO !fas a ~3:2 million net operating lo5s carryfo~lirdJor. iax ' 
;;,

0
; "'{fn~~J cc.§:) '198~:?' ~· ~ purposes;· of wliii:h $2:4,million expires in 1991 and Si8 nullior.iul9?4· 

~c IDcOinC we provisiO'!l at 4641/'o ot"pfct3.:i~ ,, . . /II ~ . , 
0 

. - . - #*:~ -/L . 
';\ '~!~~·~ ..... "'. ..... ? .......... · ,s ~"348 $ 49,381 S 48,829''~ ::::;:~~:~::::::~::es'statutoryinco'9me~~fu· 

,/111X-exentpt in!e!"St iri~omr,. .. ,,, .. .. ... (13,394) . (IS,225) <P ,2IO) ~ su~ject !~. c:ment illco'lne taxation, but iS accumulated in 31J account 
·· Di 'den 'Ved ded • (24,141) (22,564) "(!7 736 designau.c 'Policyholders' Surplus ,Account:' The~ balance in 
: ;~ VI . dsrecei ''" UCllOD •-'" "' ' (•

979
)) this account, $3.7 million at December 31, 1985, WOUid be taxed at 

;/ . ;: . )nv<stment tax credit. · · · • · • • · · · · • · • (i,59;t> (1,4'12) 
1 

applicable current rates only if distribu!ed t_o stockholders or if the' &\ 
·;(!/, ·:, Affiliat.S' undistribute4 eantlngs ."'. , • . (1,569) (2,267) (1,017) :'.I> account exceeded a prescribed,maximuin. No federal income taxes hhve 
" · .-i.r~ 'ta]. N t d'f' ['-' 90 (1 974) (754) (872) "1• ' , ;,'.'"'·· .. 'r · .;·~ ~~~1ns ~, e 1 1eren ''" ..• -. . • . • .. , _ been provided on this _amount since, in man:_igemeJ:tt's·opinion, the 

O!h,!!i,items.: .... ; ...... ;;.o .. . .. • .. 1,832 ........illIJ. " 312 o conditions under which such taxes would be incurred.are not probable. 
llicOmetaxproviston l.;J 0 $-:r(9.492)_ .s 6.94_2- S<ri!J27 'tf' .. -~. · .:~_ s;; . v -- -, -, .. ,, --. . .• -.... _\:~<:t·· = l'.J f;'J" 

Q 

~<;<;~:_'.'-~o.~ . • 1~· . . - -
.;/:. '.ll\vest111ent tyfoedits are accounted for by the fl6wcthrough method. 

o Note,.G: ,!Jl111ployee'Benefits · 
0 ,, 

~- - ' '•• 
0 

~nsion Plan . o . 
· Th~,Corporatibt't anµ its subsidiari.;; ha~ a defi~ed benefit . . 
noncontri~utory pension p_lan covering_inost _full-time-employ~, the . 
costofw)li.di\vas $2;285,000in 198'~. $4,005,l)()()m 19~. and ·. 
$4,2Q3,000 in 1983 which includes amorti1.atiori of prior service costs 

.. oser 30 years. The decrease in pensiot1 e>:pensein .1985.resulte<\ from:i . 
changes in .investment and salary ru;sumptions. The plan. pmvides for . 

, payment based on 'i"lary and years of service. The Corpa,;llion makes 
,,annual contribu.tions to the plan based on amountsdetermined;l>y · 
'.~tohsulting actuaries. ' :· . ~- · __ ·__ . · ~ _' , · 

' Actumulated plan benefits, as estimated 'by coJ1S11lting'ilctuaries, and 
· plan net assets at Decemoer 31, 1984 (i,Jtest valuatfori date) and 1983 ,; 

were as fciJ_lows: ,, (_J- ,· \f - ' - 0 -

'.'I 

a.-'·: ·, 8, 

;:i r;, [(. 

Decembedl, · · 
~ fr:~ 

1984 . ~983 0 i (In thousands) 

') ' ~ -- - \\" ,., 
Acttiarial present value of accumula1ed _plan benefits:·- '-~ ·-

Vested· ·:::o •••••••••••••••• /-~\ ••• , ._ •• ': ••••• ~·. 

Non vested •. ,. , .••••.•••. '" ...•••.. ; ••••• -:~ •\!-'· •• -••• 

"· 

'$38,810 
7,882 

$46692 
~ @a . . 

Net ~ts available for1fi~ari(~efits;.; ·~· •.•.•.•. ··~ ;;· •. 

$35,118 
6,491 

$41,709. 

575,ooO ·. $66,262 .\ 

The assumed rate (}f ::;;turn on invested assets used in determining the 
actuarial p~t val.ue of accumulated plan bonefit,<;was 71)2% alld 6% 
for th~ December 31 ', 1984and1983 valuations, respectively. 

'(! @-1 (!i~-1" 
.-; 11 :;.;: '1 

. -Ii\'fo 
•c.C,,: ,.. b . I\ ,-_,.,):-, ll• 
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':t~ .·.··S.od<Ownmbi Plan~ . 
J'.4;_,,:_('.~~---'.-.:}~.; ~''. -'"71l: .-. - . __ P -_- , __ .- - .. • - . •-. ~- •. _-. 
• . . . sul1starllially all.fanp.loyees.<>f the Co'!!<'>rahon and Its subsid1anes are • 
" •. ····~ linder. the GEICO Co!JlPa!Ii~:Jl!,).1ployee. Stock Ownership Plan 
o> ••. andnllStesfablished effective Jt(iff10;'1983. The Trust may borrow 
, °; money from a bl\ilk and µse the Pro# to purchase shares of the 
"' · > CoJJioration's Common-8tock. The Corporation.g1farantees thefoans . 
', \\; andwill.1113lce annuah:Ontribuiions sufficient to enable the Jtust to 

~'.\- :_:;~:ieP;l)r;'t4e,10f1I1S:iriCI;tdirtS"iriteJ~i. 'TJie'C~rpaffiti~n ~~~~ed _$2,37~1:~, 
r. ·• S2,S03,ooo and SS, 157 ,000 to expense; for amounts contnbuted to the., 
( .• , . JtustJor 1985, 1984"and.1983 respectfvely; The obligations of the Trusi", · 
;.{. ·si.o:omillioit and$9,7 million at December 31, 1985'and '1984 . . . 
'{.'( )espectively, are induded jn the Corporation's long-tenn debt and·a like 
ft~. ·amount deducted from sharehold"'.'S' equity. · 
~c .- • !( 

. iProlit SbollngPlan ,, e 
;Th~ Corporation has a Pro flt Sharing plan for eligible employees. 
Co.~tributionsJor 1983 and prior were based 9n percentages of .. 
employee contributions •. Th~Plan was revisedfo 1983 so that employer 

. contributiOns. will.be a discrelfonary amount lo be decla."ed by !lie Board 
ofDirect&s based on profits. Employer contnbutions•or S3,5s8,ooo, 
$3,350,000, and $3,235,000 were ~barged to expense in 1985, 1984 and 
1983, respecti-yely. ,, " 

N:lte H: Debt . ., 
co ' Debt.consists of the fiillowing: 

y"( 0 

f~i (l.n thousands}, 0 . 

~ :.ciEico:co~ration unsecured debt- •,\ -." . n- --::. 
" :. ~3l/z0/1rDebenturcs, principal due in annual-

· 'i°:iSfalimCnts from 1989 to .19'J4 •••••••. ?.- ••••••• 

' i~ 
l•<' 

- ISO/~ J)ebenture du1! 19')7 •.. ~-- .•.••••••••.••. : ~ .. 
' ;;(3l/,Of~ Debentu'fus1lue 19')9~-an~ual sinking fund 
- tl:quireffient 1~1999 of.JOo/o·of principal 

f 'f;::i:i -~· aiuOunl outstan_ding January 1990 •••• .,_. •..•••• 
!A·'·:-.-_--: '11.;,_1.k'bCntures due 19'J9, annual si.nking fund 
-..;J· -· :_>: :_-n:QuireniCnt199o-J999 of:.IOO(o of principal 

:-:i;-: --:.;-'.~'.- -.-_;µrtOqnt O_Uistandini January 1990 .••.••. -i" • .- .••.•• 

-.. '"-_, "RC5QtutC.~tVing credit ag;reemellt, convertible into i·

: -;.,.~:: ;-· ·;\ ~ ~-d~e q~rter.ly from June 1987 until 
'.· "~ 1991, .••••.....•. ·.· ............. ,, ..••• 

<:t, •• " 
1
Sec\ued debtof:real estatesubskliaries- "' 

lf GE!$0~perties, Inc.: , . 
''-" ' :oB'l•.'!•-:nOtes,.duein equal quarter!Y insµtlln1'ents 

· -.-()f$l39fucludiOg interest, until June 2004 ••••. 
Jj, 1/2_9/~=tiOie, due in~Cqual quartcrlyin:;tallmcnts. 

~- ~iA ... >:·'.~f:Sl96in~luding·intert!St, until MaY 2004 .•.•• , 
:,::;_~~CQW~hington Propefties, Inc.: ,. 

·,'.~;;,':;::9J/~~O'ti0le, due in fQual monthly installments 
~~'-' - -Of-5203 including interest, until iune2010 :· .•• 

"· -,):· - .Z) ,,· _• •'=:-
. {fua:anteed bank·Joans: of.Employee Stock Owners_hip 

~~.-~~r;:.-_~::::: ::: :.~: :~.:·: :·: :·:::: ~:: :: : ~: :·:·~,:·::: 

: .....,_ ·~ . 

,, 

December 31, 

$ 25,000 

7,500 

18,123 

~9,454 

,_ .. 
I0,700 

Jl,793 

7,291 

23,355 

19,939 

_]!I! 

•.. 

s 25,000 
7,500 

18,323 

73,287 

,,·Q,200 

13,(n7 

7,449 

23,590 

9,689 

0 .. 

,,, 

o. 

Puring 1985 the Corporation acquired $13,~ million ofitsJI "lo 
0 Debenttires and $.2 million of its 133/ •"lo O.,bentures. Tue acquired ' 

Debentures.are held in treawiY anti.may be t~to satlsfy fuiiui:.annuaf' 
sinking fund requirements.''The-aggregate maturities of Iong-terfu debt 

,, (assumiiis the appllCation of the acquired Debentures to the earliest · · 
~ · . sin~ing fund requirements and conversion of the Resolute,debfinto tenn . 

nOlbi) fo[ tlie years 1986 through 1990 arei $1,738,368; $3j91Q,083;. . .• 
$4,542,428; $7,796,792and $10,655,494, respectively. .·.·. · .. ; - 0 

·1' Ptopertywitha costof$4l,691,876 has been pledged as securicyfor .. ,, ... 
the Qotes of the real _esiatfi Subsidiari'es .and lorig-:tenn lµses have bee_n · .' ~ 

0 

• 

assigned as additional collateral, 1Tb.e n&e agreements provide thatin the 
event of defa\'.!,t the en1ire unpaid principal anti interest become due.and 
payable.,, . " .· . . . . .. · .. · . ,· !:> · 

During-1985 theCorporation executed.a revolving ct€dit and tenn 
.loan ag""men(uncierwhich 'the Coii>olation and/or GEFCO may . 
borrow up to $50 million, pie.agreement providesfo~ revolving credit . 
loans,Jhrough March is; 1988 convertible at tllat date l6r earlier iiito 
four-yeas term lo..& payable in equal quarterly .installinents.•The -. 

0 
Corporatiiin pays a commibnent Jee ofl/4of 1% per annum on the 
unus<ci credit line. Amounts bonnwed by GEFCO under thls agreement 
wculd be guaranteed by the Corporation. No amounts have been 

.;~'l, borrowecfunder this agreement. . ~, _ ·" _ ' 
'.) At.December 31;'1985, Resolute has $10.7 millioii'cif debt . 

outstanding under·'a revolving credit an~ tenn loan agreenient under 
which it may borrow up to a total of$ 12 million, guaranteed by the 
Corporation. The agreement calls for revolving credit Ioannhrougll 
March 31, 1987, convertible ab that date or earlier into four-year tem1 
loans payable in equal quarterly installments. · 

Subsequent to December 31, 1985 the holders of the 133/•% 
Debentures were given notice that the C!:1~oration will redeem all of> 
these outstan,ding Debentures on March l7, 1986 at a redemption price 
ofl04.5%. <il, 

!) 

' •.:_] 

II 

('.";) 

(1 0 

''· 
l~ 

0 

; •j 

_l°il-

0 

" 

~7 



~· .. •' 

" 
. ~""''" Share""lders' Equity 0 ·· " 

f: " S.. Acquw11ons · · ,,,, 

'

}····.·.·.· .. ·.',·.·.·.· ..• · .• ·· The'Col)l0rationp1Jrchased J,281,866, 1,763,@,and l,197,UXfshare5 
· ; of Common Stack in 1985, 1984.am! 1983, reS'pecdvely0foran aggregate 

·•.'' (:Qstorss6,2A3,807, SI03,026,8~5/and.,~70;627,4'IO. · • 
•. z On 1'fovember 20, 1985 the Board of Directors authorized the 

,,,,. ; putchiiseof tip fo 30000,()()()shares of the Corporation'sCommon Stack 
L • from time to time dq,.ndfug on market condition~. No shares were 
[{ . )1UlthaSed under this"aUthoriz.ation as of December 31, 1985 and 
·• · 154;ll06. shares were pUicliased. ' . ,Jhder this authorifltion as. of • f ; Febn#r 1.9 .• 1?86. · . • u · o . . · • a 

\ • · ·~Ock ()pGon!; St~ Appm:lation Rights ;.,,d Performan<e s~ 
f, ... , Undei: the <;:orfyralion's 1973 Stock Option P~, o~ions were i;ra~ted 
.:. ,;. . Jo officers andl<ey employees for the purchase of.Common Stock at 
\ : ~. '1000/o or more of fair market ¥aJue at date 0f granLThe options are 
• ·· 

0 ~'exerclsabfe in.installmerits beginning one year from date of grant and 
· · expire not'l'Yote than 10 years thereaf\er. No 'in ore options may be 

'2grant&I under this plan., . · .. ' . . " 1 

" Under the Corp.,.'l1tjon's 1985 Stock Option Plan, options and.related 
, stock appreciation rights (SARs) ina~·be granted to officers and kily . · 

' . 0. 11 
·employees. for the purchase of Common Stock at 100% or more of the 
fair market value at !lie dale of grant. The options are exercisable in 
installments beginn.lng one year from the.date of grant and expire not 
·mcmHhan 10 years and I month thereafter; Under the plan; an 

i} . , •.• .. , inclividual 1llay e>'erciie an,v combination of stock options and S~Rs as 
- j,.'.!1 _ :::.- IQng <.'!s the aggregate number~ not exceed·the number of stt.<:k 
,;:;'·;,C,'!J)tions Bi'\iited to that individUal. .. . · 
~·: '· · ·· Activitfunder bOth Stock Option Plans is summarized as (ollows: 

i··. 

' . 

19i3Stock Option Plan: 
· · Batanceat0ecember31, 1982. 

):_ . 'ExerciSecl .................. . 
' . o . ·.n... . . t' '• »Tenn,pateo ................ . 
,( -~a1Decembcr31, 1983.' 
~,< . . Cl 

~: ' =.:;;;;:;~;,:;;;: ;~~: 
<-3·'·:·~- ~~·· .. ·.l~·<":"'•,i••'."•••• 

-~a~ .... -.......... _. ..... . 
<~.a!Decembcr31, 1985. 

·~,, ._,.;;o 
" ' 'I 

:.t?85_St~~;()pHon IRan: 
· ''• AWiJable roPgrant:. , •••• , •. 

>· ·:OFL-,ted '._. ~-, .... ·: ••. ;. :'. .. 
-~atDecembcrJl, 1984. 

6~ted.<. ~-....... _.-....... . 
., forfeited; •.••••.• ·" ...... .. 

tt"J;.."'\...._, ~ ...... ~ ... - ""' . ' 

;i:'' "BaWiee at ll=mbcr 31,, 1985. 

t~: .. , .. 

38, 
c_. f": 

o' 

" 

3,019 

(3,019) 

Price 
Per Share On 
Date of Grant 

:-:.· Options 
Outstan.ding 

$ 6.04 to $36.06 
6.04 10 36.06 

16.9010 36.06 

6.0410 23.50 

JOl,720 
(20,865) 

(240) 

80,615 
(22,351) 

58,264 
(19,565) 

(127) 

38,57~ 

150,<XK> -
/, ,. 

150,0W 
55,532 

YJ4,o33) 

171,499 

" 

(I 

I>;. 

"Und~ the Corporation's perfom\ance share.plan, ~,approved by 
0;s_harel!olders, awards of performance shares may be ma!fe to key 

. .. exectl,Uves to .be paid'in shares of the Corporation's Common ~jock or ' . ,; 
·. cash li~eattainfuehl of Certain goals. Aspf December 31, 198510 . 

190,935 performance share awards were outstanding and 232,191 shares • , 
remained available forfutufe awards .. fy.yrnenbfor 139,943 .. o, 15., · 
performaHce shares, consisting of !!fl, 766 ~hares of ,~ommon Stock, · · © · 
54,()64 clef erred shares and $296,58:loin ca.h was made in 1984. Payment 
for 2;168 performance shares was made in-shares of Common Stock in 
l!/83!'.'Charges of $6,05o;630, $2,389~178,'iind $4,595;242 were made ,, 5: 
against 1985, 19&!4 lind 1983 earnings, respectively, under the plan. A 
total of 711,698 authorized shares have been reserved fo\1 stock options, 
perfonrianCe shk aWards, and stock appreciation rights. 

,- - , G 

l} \\\irrants Q "' ':'! 

1 
" 

At December 31, ;982 ~ElcO C()rp0raii~n'had outstan~g warran~, 
exercisable at anytime to August 1, 1983, to purchase I ,054, ll 7 shares 
ofitsCommon Stock at$24per share. During1983, l,021 ;918 shares of' . 
Common Stock were issued upon the ""'ercise C'f warrants" aria the f!IZJ ·." 
remaining unexercised warrants expired on August l, 19&3. ' 

~ \~ 

" Nnte J: ,Earnings Per Share 

The ci>mpt.Itation of earnings pCr share is. based on the weighted average 
number of common shares ass~med outstanding of 18,429,798 ii\ 1985, 
19,660,199 in 1984, and 21,11C102in 1983. 

" 
,, 

Not~ K~ Reinsurance 
" The Co_rporation's insurance subsidiaries are.involve<i in both the cesSion 

aild assuthpi'iQ~ of ieinsurance with other companiiJ., Reinsurance 
treaties are maintained for tfle purpose of insuring excess fisks _of the 
subsidiaries and a portion of most risks for Resol_ute ReinSurance " 
Company. The Corpor.ltion and its insurance subSidiaries rem3in JiciblC' o -: 
to t1'._Jextent the reinsuring companies are unable to nieet their· tre3ty 

,, obligations. Amounts deducted from policy liabilities and premium and 
loss accounts for reinsurance cessions of the property aiid casuatiy . 
iOsurance Subsidiaries, excluding the effect of reinsurance facilitit!s; are ." 
as fotr0¥.·s: 

~) 
December 31, 

(In thousands) 
I) 

Policy Liabilities 
Loss and loss adjustment expense reserves -• ·s 48,854 $ 33,941 
un:eamed)lrcmium reserve·............ • 15,187 9,996 

fln thousand..~:: ~ 1985 1984 

Premiumi written •.•.•.....•.•.•..... $ 37,900 s 30,694 
P:rcmiums earned .•• ~ ••.•..•••••••• ~ .•. 32,680 27,143 
Loss ~d loss adjustment e:<pense incurred. 31,928 22,457 

1983 

s 20,446 
19,908 
16,822 



,: >"'!~·->-'"~--~-:~· .. '-'--"~ .-. ·-·." .. -.. :: "' .,. 
19'1H992 • ....•••••. ,, .• ; ...... .. 

~· .,> TJiecprporation is oommitted to guarantee·up to $25.0 nli~ion of 
. @;(JEFCO l'Offimercial paper f9r which !h.e Corpoi;ation receives an 
• :·:"1nualJ~ <lf .S3 r.2~0 plus 1/s .oO % ontl'ie average daily amount of 
)~cial paper <>utitai\ding. Ai'.December 31,, 1985, $17.0 million ,of 
''OEFq) commei-ciil paper was Outstanding. .. · 
_:~stirt,:the::~r9iifa.Y coUr,;e of its1psu~ce opera'ii_ons, th~ Corporation is 
~:~>:~~-by .various regfi1ator_~ i~httiv~ andjudi1_i31 ·iic'iio,~~-; _In the 
<opjruort of man;igeJ1lent, Joss to !lie Corporation materially in ex<;<'SS of 
, ~ llD!_oiinti pnr!-.ded for in its l9ss Fi'ves is not probable" . · ·· · 

L- ;., \'..:'.~--- . 

0 
') 

,, 
" 

0 

, .. 

" 

" 
'·' () '~ ,,,,, - -0 0 

-\i. .. 
Note K: •· Business Segments ,, 

''r. 
GEICO Corporation, through its,,subsidiaries, is engaged in various

0 

lines af property and. casualty iusurance .• life insuranee,•and f~ciOJ .·. · 
·· ser:vices. However, until other Jines ofbusiness;,.,.pand to a significant .. . 

0
,i 

level, personal lines proi>err1 O)ld casualtyi~urance is GEICO .. . , ' ,, ll. "' 
Co_rpo£ation'sdominantb'tis6fess·_segment,,pu~{ikt to F4Janci2l " · ~ ·.' 
Accounting Standards Bcaraslatemeut No. I4. · · · , 

., "· ' . ';ffr --- ·' 9 ~-19 " 
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:·_._ ·, . ;, .. . .--,, ' . 0 >· .. ·, ' . 

• Sl.pp....,.ntBI. i.~fortJI. atlCln.Mi" th~ •. Effects of Chang. Ing Pri. ces 
CUilllil!lited) ~; · v .~ . . . .. . . .. · · · 
As requ;r&i l>Y Financial'A&'ounUng Staridards llpard (FASB) .•. ·. . " 
~t ~9.;-;3~-'ifiriantjaJ ~~portir:g a.,d Gballging_ .P_ri~!' the 

. eorJ)Or,ition musipl])Vide supplemental infomiation concerning !lie 
effects Of changing pnces on. its fiilallclal statements. 'rhedisclosull'S·are 
infC/ide<l,l() address thegffect of general inflation on hoicling monetary · 

·assets and liabilities.Wllen prices are increasing, the holding of neJ 
• . !ll~n~ ~s~uring any giV!'ll period results in a loss. of general'\, 

putchasing power. The FAsB's current methodology requires 0 _ 
. ' , . 0 - . .._ - -. Q . 

~ t;/J_ 
,;' ', ~, 

' 

,,. ,, 

",.;Otal:~ue: ~ 
. £J ·- ' 0 l~ 0 " : ._. As reported .................................................... . 

A:djllsted for generalinflation •.•..•..••.•.•. .::-.••• -..................... . 
PurclWing power gain Ooss) duri.ng the )'Car: fl 
--~As-~u-ired ·• " .• -••• ~. _ ••• ,:, ••.•••••.•..•.•••••• · .•••.•. .._ ••.••••••••• 

· .Al~.a_tiveCOmputation ••••••.•.••.•••••.• ·~·· ••••.•.•.• ··-· •••. ~ .•...•• 
Net aSiets at yoat euct: 0 

·;'.--9'_:- 'j\s _n:J?.Orted ••• " ••••••• .- •••••••••••••••••••••••••••••••••••••• •· •• 
· A,dji!slCd (o_rgeneral inflatioq_~ ......... ~ •.•••.•••••.. -:. ... , ...... .. 
<:>mrating_ea~ing.~ ~r share: 1....,S 
•• ·· .. 0 . 

. . .- _As reported ·- .••. ~ •• o' ••• -. ...................................... • •••• 

: l,,dj_usted for: gen~nil ,inf_lation ............. n ...................... . 

:::~~~,incOme.per .share: 

·:.As!<JlOrted ......... ••••· ••••••..••.•..•.•.•.••••••.•••••••..••• 
~, .... , .·. '>Adjusted fOr general inflation " ............ , ....................... . 
, .. _<~-;'.>-· _· .- - . r 
•a: : .. ,Cash dividends dcclared'!JCr.commo0 share: 
;',./ __ ,·_,:·."·. _tl-1A.s-;epo_11ed, j. ;:., ................................................ . 
·r · ,_-,;(,6'_·~·_{2A,dJUsted;.f9r 8encta1 inflation ••••••••..•••.•.•••.•••.•.•.••..•••... 

, . : · M&rkd· price per comrilon Shfu:c-at year end: 
.-,2;.-.. ;;-_:~ · . .-_~ori~jiliioUnt. • ~·· ••• _ •.••••••••••••••• , ••••• , ••... ·: •.•••... , •• , 
;-;~) .AdJl,lStttf forgenerahnnat!on ••• tl' •• ~ .................. ., ••••••••••• 

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

:~ 

(_') 

0 

.·. ~ 
,_ ·- .. 

@ ,, .. 

I) 

·.-. 

_.;.; 
·\r 

; -, -·'',I:) - "-'!:I- -

. ' ' ' . ' . ·,_ . - :;, ' -- " - -<:: _· - ' '~ .. ' :; _· " : ' • 

nollIIi&neQ classification lor.uneaij)f!d premiums and def~)led ixiucy 
11

·- acquisition costs 9f property and cas4alty_cOmpanieS d~pitCthe . ,, , 
recommendation of its o\Vlt advisory Irtsurartce Tu.\k Force that these 
and all other assets and liabilities be categorized as nlonetary. Baeed on 
the cutrentmethodology required b~ the FAsB, !Jle Corpo13tioo " . . 
incurred a purchasing powerloss of$1.6 million inJ985, comp~ toa 
gain of.$5.9 million .if unearned premiums and def~ policy" · · 

() 

· acquisiti6n costiwere classified as monetary. " 

" 

1985 

;?~$1,219,408 
$1,2i9,408 

$ 
$ 

0 

$ 
s 

s 
$ 

$ 

s 

(1,605) 

5,935' 

515,636 
515,636 

'<;,_,~_: 

4.21 
4.:ii 

9.25 
9.25 

s 1.00 
$ J.00 

0 

o- .-

Year Ended Deccinber 31, 

$ 994,971 
s1.g30,471 

s" 1,126 
$ 7,984 

$ 420,401 
$ •435,4-01 

$ 5.1.1 
$ 5.29 

~ 

$ 6.68 
$ 6.92 

$ .88 
$ .91 

$ 

$872,703 
$942,308 

$817,405 
$910,992 

$727,453 
$86(),446 

$ (2,578) . $ (5,161) $,. (8,769) .. 
$' 3,583 $ 1,222 .s 5,65!1 

II 

$344,797 $238,904 $405,439;i 
$437,776 $384,274 $282,580 : . 

$ 4.48 
$ 4.84 

$ 5.37 
$ 5.80 

$ .72 
$ .78 

$ 
$ 

$ 
$ 

$ 
$ 

$ 

._, 

3.67 
4.0'J 

•; 

2.32 
2.59 

.56 

.62 

43.00 

$ 
$ 

$ 
$ 

$ 
$ 

$ 

" 
z.9&. 
3.52;' 

"' 
3.85., '' 
4.55 

.48 

.57 

27.75 

"~! 

s; 87.00 

$ 87.00 
322.2 

;,58.00 ., 
s· 60.01 

$ 58.13 
$ 62. 77 

298,4 
$ 47.!Jt $ 32.82 . "· 

311.IJ 289.1 
;'<:-

272.4 

" 0 

" 

0 

" \I 
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·_r1 
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O ·. . . 

0 

r'.i 

\'-,. 

,, n 

,, 

"'-" 

.n. 

\l 

·'s29o.4· 
3f:9. 
9.5 

239;3" 
64.0 

(i.8 

. •n.2> 
308.9. 

---v-
22.9 
38.9 

$ 61.8 

$ 1.28 
$ 3.46 

$277;4 

28.7 

_Q·· 

~ 

239.2 
52.2 
4,3 

s"m.3 $26.\.7 . $245.6' 
29.0 ": 2lt7 

227.4 
• 50;3 

4.9 
(2.0) 

c. .; 28;f. ·27.5 

- 4.1 

. 278.4 
-·~ 

~ ·.· .io 

,. 
'204'6'.~, 190,6~ 

52,3 • 43.8 

6.0 4.7 

_Q,2) ___;2 

175.5 
42.5 

Jorie 30 . Mar: 31 ... 
, . .,.. 

s211;r 's.20'3.o 
• Q f,5;6 ~16.4' 

_3.1 J~2.3 

iJJ.8 
42;9 
4;2 

1.9 .·-·-.-.,.-. 

· 159.S"' .·· 
42.5 . 

0 

4.1. 
I.I . -.--. ,, ~ 

293.2 . 280.6 226.6 . 220.~ 207 :J. 

17.4 17.9 
22.9 19.S 

$ 40.3 • $ 37.4 

s .95 $ .96 
s 2.19 $ 2.00 ,. 

;t,• 

" fJ 

(~ 
" 

• 

C• 

19.4 
11.6 

s 31.0 

s 1.04 
$ 1.66 

[I 
•;;." 

25.4 
7.8 

$ 33.2 

s 1.34 
$ 1.75 

25.2 
6.0 

$. 31;2 

$ 1.30. 
$ 1.61 

Q 

,, 

25:1. 

_2:! 
S.3M 
----;:-

~ 1.28 
$ 1.75 

-'.:: 

24.S 
',':.._· 8 o" 
.-·--·-
$ 32.S 

Q 

$ 1.20 
$ 1.59 
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'·W.U. .• , Si!Jder 
" Clialrman of lite Board,. Presid,l([lt and 
· 'Cbiefl!xCcl!tive Officer, 

V , , .QElc;O Coiporation 

c•. "J'ob. C; Steg1es 
.. Retired Senior Viee President, 

:;t: Oelleral Reinsurance Corporation o 
4~.: ;, ·. _--. ,-_- ,-•:, :· - - : ' ' . = 

'"V!littr .E. Wmlllatoli · . · 
· ii'ttCounsel, Bums Summit Rovins &: Feldesnian 
;~--:··~-' ~ -.- -. - - " ., .,, 

b 

.:tn.kA.W.U _ ,,. 
· :. ' ·ciwrJn.'!Ji of tlfe BOard and Chief E..ecutive Officer, 
·:>Ab.i:us ·&Associates ,, 

-~- :-· ,: ' ' - - . -c 

' , ·F.lhrl!ril Wrapp 
'Rclcprofessor Emeritus of Business Policy, 
··ilate Schoolof,}lusiness, University.of Chicago,,, 

;/ 

·-,)-

,,, 

·O ;9' 

n 

.. ·- ·::·_@_. __ .·,· __ .;,.:)''. - .- -<D. t) 

"'"°"o~ary DirtoC101'8" 
., - ' .• :;; .. ··~·-. -·-· ', ',, 0 ' . - : ·. ~,.; Cdallaa, Ir. . · . · .. 

• Retirtlf Senior Vicc..President, . · ;, .. ·... " 
'TJi6Ri11>'<l,r:!ati0l!lll 8iink of Washington, D.C. 

~~A. ·~!idlo!I·. , !,.' @> • , 
" · · Gllairiilan Emeritus, ,!JEICOeC01P,9rat1on 

lbney B •. c-, Jr; .. 
· ":.. , ,, Retired Chairmail of the Bo&rd, 

' -. " Johnston, ~on &: Ci>., Inc, . 

0 

I/ 

_» ...... _ ""~ " 

"·,_;,Wllllul 1'., 111COlll, Jr • 
., :Prlvat'i:·Financial Co:isultant 

, "·:,~1 ' < • 'ii 

,U~ E· Xraiil . ·· . " .. . 
Retired ~'bairman of .tile Boar0d, 
Criteijon Insurance Company 

o...id IJoyd IUriaer , . . . .··· · 
Honorary Chairfj]an of tl)e"l!oard, 
GEICO CorporaJion 
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0 \\. " 

o· 
i(jl!lco Corporati'on•s Board of Direcl.ors consists,of u mem
,~. ~t1'11 lhc. Board Jn the management of its respomibilities ' 

~ 
~ five Boarll Committees. The names of those scrvin'jl on the 0 

pom!ilittecs and. primary Committee functions are as follows: 
0 

0 -
,;;: ~ -" . "'-

~:·<.,,:ii> ,,·, ,.- :·:·-, '~, 
£,',_-~1C~•1_11~· a 

0 

0 

. " 
. ~ ·- J 

responsibilities .oftbe Board keepi~g in .&nd !be'makeup.of the "' ·• 
Corporation's liabililies; monit(lrs the investtnciit portfoJio ;!f!d its,, . 
~rfolJllance relative to comparative s~dards; authorizes. ~lie pur- '· " 
cliase,c.conversiori', transfer and sale.of.stocks, b!>nds lilfd of other. 

,5CC)lrities within prcseribe<I guidelines; and approves l>OrrO'wi~ liy ;, 
tlie Corporation Of up to $SO million. " ·" " . .' \) 

0 (7 : 

" " Q 
q < c •' i .. Palll J •. Haruui, .Chairman a 

t TlioiiW E. lk:l•er ~ Joseph J. Sisco 
~; Jolm C, ~eUles Wolter I!. Washinaton 

JI 

0 
0 

Hum.., R- CommittM . 

'fh:Omas.'.E. Bolger, CJiairman 
- ,_, " ·- ~ 

" 

[; .11!,ad<litio!l to recom"1emling 'the appointment of the Corpora• 
0 

: ,tiijn's Independent Accountants, the Audit Comnlittee, which is 
com~ of non-management Directors, monitors,the Accoun- O 

. wits• audits; reviews the audit results with management and the 
· ,A~uiltants; rcvi.Ws the Annual Report on .Form 10-K; reviews 

·"·the Couioration's internal controls and''accoilnting procedures 0 

.with the AccountantsJ.lld t!tj' Internal Auditor; and carries out 6 ,. 
0 

l!l;tiolis required undc::cthe Foreign Corrupt Practices Act. The 
I'ilemat ~uditor rcpoits ditc-ctly to the Audit Committee and 
f\ihctions as staff thereto. 

.. 0 Ql 

p " 0 

0 

\11111 Conimittee exercises the powers of the Board of Dircctofs 
-. ·'.-n -~-Board is not in Session; recommChds pJanS0elating to 

' • . development of corporate structure; reviews proposals regard
~- ...merger or affiliation. with"()ther companies; reviews proposals 
. ·~let new or expanded )jnes of bj1siness; and analyzes 

~-~rate pracJicese,involving di!closure. 
0 

~ 
-~111i1_.1,- ean.1111tt.. 0 a 

}·~ A~;·.Siul~n, c5nairman " Paul J. Hanna, Vice Ch1J.iriiian ° 
_.:'-'W"' ' ' - . 
· "., G .. Rosenthal -~) Williani B. Snyder Frz.nk A. Weil 

~- - ,, ., 

· 'f"llWICC Committee approves broad investment policies,and 
·.· and assists the Investment Department in their develop
;;~QVCS _and moriitors eligible secufilties; approves all mar· 

,.blt;,iiiVestl'ilents and non-marketable investments in e1.cess of 
.. ~ ' ;,monitors the portfolio to ,perform the fiduciary '· 

~ 

Cl 

'© 
- ¢ 0 

fl 0 

0 

@, 

SanJUd Cili Butler Richard G. Rosen!)lal ". 
John C. St ... les ., H. Edward Wrapp q 

,-__ o :;;. 

This Cocr-:nittee reviews program~relatirig 'to the development of . . ~· 
human resources, .including personnel, and compensation pr&ctices~-
education an<i,training programs and the introduction°of extenffit · 
resources (both the hiring of new employees and retention of consul
tants). It recommends to the Bo.atd the•compcnsation of the dliilir~1 ' ' 
man of the Board, Vice Chairman of ttie Board, Chief Exec11tive;•. 
Officer, .President, Executive Vice President and Senior Vice Presif· 
dents; fixes th~ compensation of other officers; .approves lllld ' 
administers compensation programs; maintain5 ~nsibility for ad- , , 
ministration Of employee benefit plans; 31!p!OVes'or r$0Dmmends .tO 
the Jloard amendments to the e!Jlployee benefit plans; elects all 
officers except the .Chairman of the Board; Vice ChairhJan <>f'!he 
Board, Chief Executive Officer, President, ExecutiY~ V.i~e Presidl:nt 
and Senior Vice Presidents; reviC-Ns management's Orgailization·a1 r. 

p1'ans; and':apProves Directttrs' compellsatiOn~' ~e Conirilitt8e also 
recommends proposed nominees for electioJl to th.e lll)•~d'by,the 
shareholders at the Annual. Meeting or by the Board fll'fill an · 
existing vacancy. ~ - _, - " n tP ~ 

~ ._, "' 

Social R••PGn•ibll!ty Commlriff 
(; 

(-!. 

Joseph J. Sisco$C~airman , 
Pa•JI J~ Hailna -} Louis A. Simpson rP' ''\Villilim 8. Snydei 
John C. Steggles Wa!t~f E.,.WaShington Frank h-• Weil . 

-.• 6 ,, '> '{),' 

This Committee ov,~1.sees the fulffllment of sccial responsibiliiies. io .. ~ 
shareholders, poli¢thi>lders, employees and t!te general public; . c 
reviews the Affirmative Action Program with respect to, i:mp?ilyn'ient 
and upward mobility of females, minorities and disad'lantllged seg
ments ,,of ~odcty; qionitors involve1nent .in ·pOii~cal action, parti_cti .. 
larly with respect to state legislative affairs; and reviews · 
responsibilities to societr in the providing of .insurance scrvi~ and 
allocating charitable contributions. · '' · 
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waua. B:"Stlydlr 
Chairman and Chief 

)Jx«utl~e ,P[ticu 
;}~~-=:~~~ 0 

" Eqenel. Meyu1 

o. 

,~.,,sidcnt a ~~-' G 

er ~(cSe~~ Ice Pt cil:le•ts 
'Ric.~ard·-c. Lucas 
01za·M. Nicely 
:Ross b; Pierce .. 
'.James E. Reagan " 
1.ouisA. Simps()i:l . 
Donald K. Smith• 
, General Counsel 
W. Alvon Sparks, Jr.• 
Edward H. Utley 

') 

VkePleMeats ~ 
\')fartin Adler ' 

AC(,uary , 
August P. Alegi• 'Ii) 

•Terry L. Baxter 
, Ralph L. Belford, III 

Harry I. Bond• c 

Marion E. Byrd 
Noel fil. Chandonnet 
Edward ·1. ·Clark' 
Theodore F •. Culp 
\Zharles R. Davies• 
Herbert .L. De Prenger 
James G. G.Oss• ',, 

0 

. Herben M.:Mllltzman, Jr. 

0 

00 

D 

Alvin Kallman • 
Merrill D; Knight, Ill 

· 'l\lan. R, Ledbetter 
Andrew J. Lyons, Jr. 
Donald D. Me,ssmer 
Richard A . .,Olien 
William E, 'Robens 
Thomas M. WeiJs• 

0 

Controller 
Patrick E. Wilson 

Tftasurer 
Albert M. McKenney• 

StfJ1!l•ry 
JOJjn M •. O'Connor• 

" 
William B. S.yoler • 
Chairman, President 

".."'< 

,-. 

l'.} 

,J' 

0 ,.,,, 

4 

0 

'O an<tC.hief Executive Officer 

Louis A· Simpson 
Vice Chairman iufct. Cheirman 
of tM Finance Ccinmfttee of 

"\.- thf;]!Jo,ard,, of pi rectors 
0 " 

~ 
c 

c 0 ,, 
ii •Officers of GEICO O• 

Corporalion ~t~. tit1e/_iho'Wn. 
(j) /I 

" '"' ' 
··---"··-'· .• .. .-,~-

. .B _;1 

c 

,1.·.® ·-: _-. 
Cll.•kin lmlir81- 0 

campnny And C.111111~, 
~ . ~!"!"....,. ~· ·. 1$, 

'" 

0 

,, ,,, ;: " 
GE,COG--' " 

·--~ Compeny 

co 

·O 

"' 

c 
' : 

,R•ollita Compenl11 

\\ 

D 

GllidenS181allfe 0 

1-:.r.nce Compeny 
And GEICO "'1nulty 

Ami ·•illnc:• c:Gmpilny 
0 

·' ' 

WlllbJa B. S.Jde\' 
.Chairman'1 

(• - .. 
F.dwud H. Ude)' 
Piesident 

0 

Wau...B.S:.111& 
Cilairmiui and Chief 
Ex./',i;11tive Officer '' 

' ' ~- ~~ 0 

.Jiliiiest::llapll 
President 

0 

Pa•r.t; lbua ......... :--..... ~ ,, 
'-'~cNW'~' ' ~' 

0 

Joli• I. ·Krieser : 
!Jresident ail!J Cbi~f 
Executive Officer ,, 

D I\ 
" h 

J,lobert e. Gollde, l,r. 
?hairman 

0 

David M. Evaas 
President 

MkllJ!d L. Horlpll . 
Executive Vice Presid,ent 

WWiam B. S!tyder . 
th airman 

Herbert L. De Pren~r 
Presideni , ··c; 

WIUiam B. Snyder 
Chairman·· · · · 

0 

= , .Rlcblrd A •. Olien . 

·-P 

"·' .-. (a . ,. 
" ,, . l'I 
lntllnNldonel .. lnsUninc:e 
Undel wallen, .Inc.· 

·~ (J ~-~ 

. FinllMllll ·---- Risk '> 1!1111'111,,e;iillnt. Inc. 
0 c" - G' (I o "? 

!I 
tl }•! 

President. ,, "fl 

William B• 'Sny.i<'r 
Chairmil11 

·o·o-

.Jt\~D M. AY~ 
President io 

John J. Krieger , 
Cl1ainmm ·· ·· 

c 

o· 

0 

0 

\j 
I 

~ 0 ·1 

"'·.1 ,- - " o: 

. '11 i:I 
q!,'i)> .. I 

"J. . 

•' 

, er: I 

J 



_,_ 0 

'·'Transfer Agents 
And Registrars , 

C, 

' G 

0 

The Annual Meeting of Shareholders 
' 0 

of GEICO Corporation will bl! held on 
' 0 

April 16, 1986, at 10:00 a.m. at theo 
Corporation's home office in Chevy 
Chase, Maryland. 

The Riggs National Bank of 
Washingion, D.C. 
Corporate Trust .Department 
P.O. Box 2651 
Washington, [),.C. 20013 

Manufactlircrs Hanover 
Trust Company 
P. 0. Box 24935 
Church Street Station c 

New York, New York 10249 
~-

0 

" n -o i• o:' I/ 'i\!I 

00~S-.h~a-r_e_h_o_·_ld~e~r~~~~~~~~-.,~~-C-o-m~m-u-n-'i-ca~t-io_n_s~co-n~c-e-~-n-in-g~tr_a_n_s~-~-r~~~-..,.-,.--~~~,,-~~~~~~~~ 

lnq1.1iries " o 0 requirements, lost certificaies, 

0 ' 
G 

dividends arid change of address 
should be directed to one of the 
(;-' ,; ,, 
Corporation's transfer agents. 

;·,~""- 0 ~ (,< ,;' o~ ,,, c:; 
~r--·~-.. ~.~~~~~~~~--''--~~~----'-~·~--~·~~~~~--''--~~----~~--'----<i>'-'-~---'-~~~-
Stock Exchang:i The Corpon\'Tion's Comma~ Stock 
Li$ting .is listed on the N~w York Stock 

.~ 1-r " 0 

~ · Statistical 
1 Supplement 

' ! 

' t 

0 
0 

' -
.'.·. - - - - - I~ 

.~Independent 
··,Accountants 

0 

' 

Form 10-K, • • u 

.0 

c 

" 0 

0 

,z:. 

0 

1,;-:, 

0 

Exchange. The symbol is GEC. 
\:) 

c 

~ 0 ~ 
A statistical supplement for GEICO . This report and tlte financial state- " 
Corporation containing details of, y' '· "me~ts herein have <l>cen published for .· 
certain °financial and r;ithcr data .. which ·' tfrc general information of 

. ~ " 
arc summarized in t~js report is avail- share.twlders of GEICO Corpor!lliori' 
able to. shareholders and othci imer- and ~re not intended to induce any 
ested partkscupon written request purchase or .sale o!; securities. 
directed tO'ihe00rfice of the 'secretary. 

8 

'C Q 

The financial statements contained in 
ihi,s report have been examined by 
Ernst & Whinney, GEICO 
Corporation's indep~ydent accountants 
who have been appointed by the 
Board of Dife'ctors, subject to ratifica
tion b~ the shareholders, to examine 
the Corporation's 1986 finandi'al state" 
ments. A represeniative of Ernst & 
Whinney will be pres'~nt at the 
Annual Meeting. ,0 0 

(J 
The Corporation's Annual Report 
on Form lO~K, as filed with the 
Securities lmd Exi;~ange Commission, 
will be availabl,~ldler March 31, 1986, 
without chargf lo"sliareholders, 
upon''wrillen request directed,Jo: 

D ' 

0 

~---,-

;f:J 

qi\ 

Mr. John M. O'Connor 
Secretary 
GEi~,(;) Corporation 
GEICWPlaia ·· 
Washington, D.G. 20076 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We consent to the 1
_) incorporation by referenCe in Reg'istration Statement 

- - \:\ 

No. 2-83426 on Form S-8 dated December 30, 1983 and in Registration 
Statement No. 2-68792 on Form S-8 dated March 31, 1983 and in Registration 
S·tatement No. 2-99661,on Form S-8 dated September 2, 1985 of our report 
00n tQe fin.ancial statements and schedules included in the Annual Report 
on Form 10-K of GEICO Corpo.r;·,ation for the year ended December 31, 1985. 
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Washington, D.C. 
cf] March 31, 1986 
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CONSOl.lllA'l'Ell ANNUAi. S'FA'l'EMEN'I' t'OK 'l'llE YEAK 1985 Ot' l'llE GOVEKNMEN'I' E:;.'t!'LOYEES INSURANCE COMPANY 
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