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SECURITIES ANr:: EXCHANGE COM1ISSION 

Washington, D. c. 20549 

Fonn 10-K 

Annual Report Pursuant to Section 13 or 15 {d) of 
The Securities Exchange Act of 1934 

For the Fiscal Year Ended December 31, 

Comnission File No. 1-8012 

GEICO CORPORATIOj1 

Delaware 
{Jurisdiction of Incorporation) 

GEICO Plaza, Washington, D. C. 20076 

Registrant's telephone nuntier: (301) 986-3000 

Securities registered pursuant to Section 12{b) of the Act: 
Name of each exchange 

Title of each class on which registered 

CO!lUIDn Stock New York Stock Exchange 
Pacific Stock Exchange 

Securities registered pursuant to Section 12{g) of the Act: 

None 

Indicate by check mark whether the registrant (1) has filed all reports 
re:yuired to be filed by Section 13. or 15{d) of the Securities Exchange Act of 
1934 during the preceding 12 rronths {or for such shorter period that the 
registrant was re:yuired to file such reports), and (2) has been subject to 
such filing re:yuirerrents fur the past 9 0 days. 

YES X NO 

Aggregate market value of the voting stock held by non-affiliates of the 
registrant as of March 21, 1989 ••••••••••••.•••••••••.•• $1,867,639,564.50(1) 

Indicate the nl.lillber of shares outstanding of each of the registrant's classes 
of conrnon stock, as of the latest practicable date. 

As of March 21, 1989 

camon Stock, $1.00 par value 15,326,356 Shares 
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\ . 
OCX:::UMENTS INCORPORATED BY REFERENCE 

1. Portions of the GEIOJ Corporation Annual Report to Shareholders for the 
fisca.l year ended I:Ecember 31, 1988 are incorporated by reference into 
Parts I and II of this Form 10-K Report. 

2. Portions of the GEICO Corporation Proxy Statement for the Annual 
Meeting of Shareholders to be held on May 17, 1989 are incorporated by 
reference into Part III of this FOrrn 10-K Report. 

(1) Except as stated herein, the amount set forth as the aggregate market 
value of GEICO Corporation's voting stock held by non-affiliates is based upon 
the closing price of $124.50 per share of Conrnon Stock on the Composite Tape 
for New York Stock Exchange listed stocks for March 21, 1989. The amount 
excludes the market value of 325,235 shares of Conrnon Stock beneficially CMled 
by the Registrant's directors and executive officers {including 11,625 shares 
of Conrnon Stock as to which said directors and/or executive officers disclaim 
beneficial =ership) and includes the market value of 6,850,000 shares of 
Conrnon Stock beneficially =ed by Berkshire Hathaway Inc. 
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Item 1. 

GEICO Corporation 
Ebrm 10-K Annual Rep::>rt 

PART I 

Business (GEICO Corporation and Subsidiaries). 

GEICO Corporation (the "Corporation") was organized as a Delaware 
corporat.ion in 1978. In 1979 it became the parent of Government Employees 
Insurance Corrpany ("GEICO" or the "Corrpany") , its principal subsidiary. 
Various subsidiaries of the Corporation are in the business of providing 
insurance and financial services. 

GEICO has been engaged in the insurance business since 1936. It is 
a multiple line property and casualty insurer currently engaged in writing 
preferred-risk private passenger autanobile insurance primarily for government 
errployees and, to a lesser extent, homeowners insurance, fire and extended 
coverage, personal umbrella liability, and boat and yacht insurance for all 
qualified applicants. GEicO General Insurance Company, a subsidiary of GEICO, 
began writing private passenger autanobile insurance in 1987 for all other 
preferred-risk applicants. GEICO Indemnity Corrpany ("GI"), also a subsidiary 
of GEICO, writes standard-risk private passenger automobile and motorcycle 
insurance with emphasis on marketing to military personnel. Criterion 
Casualty Corrpany, a subsidiary of GI, writes non-standard risk private 
passenger autcrnobile insurance. Resolute Reinsurance Company, a subsidiary of 
Resolute Group, Inc., in turn a subsidiary of the Corporation, wrote property 
and casualty reinsurance in the domestic and international markets until late 
1987 when it suspended writir.g new and renewal reinsurance. 

Wholly-a-med Garden State Life Insurance Caupany writes consumer
oriented life and health insurance products. It also writes structured 
settlement annuity ~olicies for its property and casualty affiliates. Other 
active subsidiaries of the Corporation and the Corrpany involved in the sale of 
insurance and insurance related products incltrle: The 'lbp Five Club, Inc., 
which specializes in marketing autanc:Dile insurance to military personnel in 
the top five enlisted pay grades; International Insurance Underwriters, Inc., 
which provides various services to military personrlel as they are transferred 
overseas; GEICO Financial Services, QnbH, which sells autcrnobile policies to 
American military personnel through offices in Germany and which places 
unsecured loans for Government Employees Financia.l Corporation ("GEFCO"), a 
wholly-owned subsidiary of GEICO; Insurance Counselors, Inc., formed primarily 
to facilitate the marketing of insurance products; and Safe Driver Motor Club, 
Inc. , which offers motor club services to customers of subsidiaries of the 
Corporation and for sponsors of motor clubs. 

The Corporation offers additional financial services through other 
subsidiaries. GEFCO, directly or through one or more of its = subsidiaries, 
is in the business of consumer and business lending and industrial banking. 
GEICO Investment Services Corrpany ("GEIVEST") is a registered investment 
adviser and broker-dealer. GEIVEST provides investment management and 
administrative services to GEICO Investment Series Trust (the "Investment 
Trust") and to GEICO Tax Advantaged Series Trust (the "Tax Advantaged Trust") 
and is investment adviser to The Grc:Mth Fund of Washington, Inc., an equity 
fund. GEIVFST is the distributor of shares of GoveDlment Se=ities Cash 
Fund, a no-load money 'Tlarket mutual fund which is a series of the Investment 
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Trust, and of shares of GEICO Qualified Dividend Fund, a no-load rnutual fund 
which is a series of the Tax Advantaged Trust designed specifically for 
corporate investors. 

other sul:sidiaries of the Corporation include Plaza Resources 
COmpany, which is engaged in oil and gas eh-ploration and other investrrent 
ventures; GEICO Products, Inc., which is engaged in mail order solicitation of 
automobile-related products; and several real estate/property canpanies 
including Maryland Ventures, Inc., GEICO Facilities Corporation, GEICO 
Pro]:.€rties, Inc. and GEICO Washington Properties, Inc. 

Seasonal variations in the business or tne Corporation are not 
material. While extraordinary weather conditions or other factors may from 
time to time have a noticeable impact on the fre:ruency or severity of 
automobile or homeowners claims, such impact has not traditionally been 
material. 

Each of the Corporation's insurance company subsidiaries is subject 
to regulation and supervision of its insurance business in each of the 
jurisdictions in which it does business. In general, the various state laws 
establish supervisor.1 agencies with broad administrative powers. 'Ihose pD\\Brs 
relate to the issuance and revocation of licenses, standards of solvency, 
regulation of premium rates and investments, form and content of financial 
statements, methods of accounting, policy forms, and reserves. In general, 
such regulaticrt is for the protection of policyholders rather than 
shareholders. Such regulation and the re:ruirernents for prior approval in 
certain states of new or revised forms and rate schedules may impair the 
ability of the insurance ccnpany subsidiaries to take timely action to respond 
to newly perceived trends or claim experience. GEIVEST is regulated by the 
federal government and the various states in which it is licensed. The 
primary purpose of such regulation is to protect the investing public. 

Congress is considering whether it is appropriate to modify or 
repeal the MCC'arran-Ferguson Act which grants to the states the responsibility 
for regulating the insurance industry and provides a limited exemption to the 
"business of insurance" frcm federal anti-trust laws. Several bills have been 
introduced in Congress, but whether any changes in the current statute will be 
made, or the effect of such changes, if any, cannot be determined. In 
addition, the attorneys general of several states have coordinated the filing 
of lawsuits against a number of insurance companies alleging anti-trust 
violations by engaging in certain nonexernpt activities. The Corporation has 
not teen named as a defendant in any of these of these suits, which focus 
primarily on the availability of camercial coverage. The ultimate outcane of 
any of these suits and their effect, if any, on the Corporation, cannot be 
determined. The Congress and certain state legislatures are also considering 
the effects of the use of sex as a basis for rating classification; its use 
has been and is being challenged in the courts. 

'Ihe insurance industry is highly corrpetitive. GEICO currently 
corrpetes most directly with the other companies, including mutual c011panies, 
that' concentrate on prefe=ed risk private passenger automobile insurance. 
Because personal lines property and casualty insurance is so stringently 
regulated, it is difficult to differentiate products fran company to canpany. 
Additionally, because of the long delays in learning of and settling certain 
claims, sane companies may sell their products at inadequate rates for a 
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pericx:l. of time, exace:rbating that price competitiveness. Consequently, 
GEICO's business is very price sensitive and competition for preferred risks, 
which is substantial, tends to focus on issues of price and service. Also, 
GEICO nON writes its new auto business with six-rronth policies, allONing it to 
manage rate changes in the future more effectively. 

Although rrost insurance companies are stock corrpanies like GEICO, 
in 1987 mutual canpanies wrote approximately one-third of all property nnd 
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 circumstances, hONever, 
stock canpanies do pay dividends to their policyholders. In 1986 GEICO 
accrued $10 million for policyholder dividends which were paid in 1987 and 
1988. 

The latest available statistics as published in the National 
Underwriter reveal that, based upon 1987 earned premiums, GEICO maintained its 
position as the fifth largest stock autarobile insurer and the tenth largest 
individual autarobile insurer, and the GEICO Companies \\ere the ninth largest 
autarobile insurer group in the United States. 

As of December 31, 1988 the Corporation and its subsidiaries had 
5,755 full-time errployees and 1,073 part-time employees. A number of benefits 
are provided or made available for full-time employees including profit 
sharin:r, pension, ernployee stock ONnership and stock bonus plans and various 
insurance programs. 

PRINCIPAL BUSINESS SEl3MENTS 

Property and casualty insurance is the Corporation's principal 
business segment, although other insurance and financial service prcx:l.ucts are 
offered. 

The information concerning the Corporation's personal lines 
property and casualty insurance business and its other business segments 
required by the remainder of this Item I, which is contained in its 1988 
Annual Report to Shareholders under the caption "Business Segnents" on pages 
8 through 12 and Note P of the "Notes to Consolidated Financial Statements" 
contained on Page 39, is incorporated herein by reference. 

Item 2. Properties. 

Through its real estate/property sul:sidiaries, the Corporation =s 
its headquarters building (the 508,000 square foot GEICO Plaza in Chevy Chase, 
Maryland), its 250,000 square foot Regional Office buildings in Woodbury, New 
York and Macon, Georgia, certain of its claims drive-in facilities and certain 
additional properties. In Februacy 1989, the Corporation purchased a 258,000 
square foot office building with a 176,000 square. foot parking garage in 
Dallas, Texas, part of which is used as a Regional Office. 

GEICO also leases office space and drive-in claims facilities in 
various cities in the United States. The Corporation has announced plans, 
pending local governrrental approval, to double the office space at GEICO Plaza 
over the next twenty years in order to accorrmodate its foreseeable 
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requirements. In addition, GEICO maintains and continually ui:grades 
sophisticated electronic data processing equipnent and teleconrnunications 
facilities to enable it to process applications and claims efficiently. 

Item 3. Legal Proceedings. 

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

Item 4. Suhnission of Matters to a Vote of Security Holders. 

Not Applicable. 

Executive Officers of the Registrant. 

Information regarding executive officers of the Corporation is set 
forth below. Each officer holds such office until the na"\.'i: annual election of 
officers, which is held at the first meeting of the Board of Directors after 
the annual meeting of shareholC!.ers, which is scheduled to be held on May 17, 
1989, and until his/her successor is elected. To the best knowledge of the 
Corporation, there are no family relationships among any of such officers or 
among any of such officers and ar1y directors nor is there any arrangement or 
understanding ibetw=en any such officer and any other person pursuant to which 
any such offic:er was elected. 

Marion E •. Byrd, 52, has been a Vice President of GEICO since 
Janiiary 1980. He also is, or has served as, a director and/or an officer of 
sevei·al subsidiaries of the Corporation and GEICO. 

Ne.el A. Chandonnet, 55, has been a Vice President of GEICO since 
July 1984. He also is, or has served as, a director and/or an officer of 
several subsidiaries of the Corporation and GEICO. 

Alvin Kaltrnan, 51, was elected a Vice President of GEICO in March 
1988. He was Group Vice President of GEICO from September 1986 to March 1988 
and was a Vice President fran May 1978 to Septenber 1986. He was a director 
of GEICO frau December 1986 to May 1988. He also is, or has served as, a 
director or officer of several subsidiaries of the Corporation and GEICO. 

Merrill D. Knight, III, 58, has been a Vice President of GEICO 
since March 1973. He also is, or has served as, an officer of several 
subsidiaries of the Corporation and GEICO. 

Richard C. Lucas, 62, has been a Senior Vice President of GEICO 
since July 1978 and a director of GEICO since October 1979. Mr. Lucas served 
as a Senior Vice President of the Corporation fran January 1980 to May 1982. 
Mr. Lucas also is, or has served as, Chainnan of the Board, a director and/or 
an officer of various other subsidiaries of the Corporation and GEICO. Since 
September 1981 Mr. Lucas has been a director of AVEM::O Corporation, a holding 
conpany engaged, through subsidiaries, in the general aviation insurance and 
related business and in which the Corporation owns a 34% equity investment. 
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Donald D. Messmer, Jr., 62, has been a Vice President of GEICO 

since May 1980. He also is, or has served as, a director or an officer of 
several subsidiaries of the Corporation and GEICO. 

Eugene J. Meyung, 63, was elected President of GEICO in February 
1986, a director in May 1981 and served as Executive Vice President from 
September 1981 to February 1986. Mr. Meyung also is, or has served as, a 
director and/or an officer of several subsidiaries of the Corporation and 
GEICO. 

Robert M. Miller, 46, was elected Vice President of GEICO in 
Septenber 1987 and has been an officer since May 1980. He is also an officer 
of certain subsidiaries of GEICO. 

Olza M. Nicely, 45, was elected EKecutive Vice President of GEICO 
in June 1987 and has been a director since September 1985. He had served as a 
Senior Vice President from Septenber 1985 to June 1987 and as a Vice President 
from September 1980 to September 1985. Mr. Nicely also is, or has served as, 
a director and/or an officer of several subsidiaries of the Corporation and 
GEICO. 

James E. Reagan, 64, has been a Senior Vice President of GEICO 
since August 1979 and has been a director since 1981. Mr. Reagan also is, or 
has served as, Chairman of the Board, a director and/or a.-, officer of several 
subsidiaries of the Corporation and CEICO. 

Louis A. S~son, 52, was elected Vice Chairman of the Board of 
Directors of the CoJ:p'Jration in July 1985, a director of the Corporation in 
1".iay 1983, a Senior Vice President of GEICO in August 1979, a director of GEICO 
in October 1979 and served as a Senior Vice President of the Corporation from 
August 1979 to July 1985. Mr. S~son is Chairman of the Board, a directo!." 
and/or an officer of several subsidiaries of the Corporation and GEICO. 

Donald K. Smith, 56, was elected a Senior Vice President and 
General Counsel of the Corporation· in January 1980, having served as General 
Counsel since December 1978. He has been a Senior Vice President and General 
Counsel of GEICO since March 1977 and a director since May 1979. Mr. Smith 
is, or has served as, a director and/or an officer of variCA.JS subsidiaries of 
the Corporation and GEICO. Mr. Smith has also served as General Counsel of 
GEICO Investrrent Series Trust since Septarber 1981 and of GEICO Tax Advantaged 
Series Trust since May 1984. 

William B. Snyder, 59, was elected Chainnan of the Board a.".ld Chief 
Executive Officer of the Corporation in July 1985, President in September 1981 
and a director in May 1980. Mr. Snyder was elected Chairman of the Board of 
GEICO in September 1985, Chief Executive Officer in August 1983, a director in 
May 1979 and was President from February 1980 to February 1986. Mr. Snyder 
also is, or has served as, Chairman of the Board, a director and/or an officer 
of variCA.JS subsidiaries of the Corporation and GEICO. He has served as 
Chairman of the Board of Trustees of GEICO InvestnEnt Series Trust since 
Septenber 1981, of GEICO Tax Advantaged Series Trust since May 1984, has been 
a director of '.J:he GrCMt:h Fund of Washington, Inc. since July 1985, and has 
been a director of AVEM:O Corporation since April 1988. 
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W. Alvon Sparks, Jr., 53, was elected a Senior Vice President of 
the Corporation and GEICO in September 1982 and a director of GEICO in May 
1982. Mr. Sparks also is, or has se:rved as, a director and/or an officer of 
several subsidiaries of the Corporation and GEICO. He has also served as a 
Trustee of GEICC Investment Series Trust since June 1982 and of GEICO Tax 
Advantaged Series Trust since May 1984. 

Edward H. Utley, 59, was elected a Senior Vice President of the 
Corporation in August 1987 and of GEICO in March 1988 and has been a director 
of GEICO since May 1984. He previously had se:rved as an officer of GEICO 
since July 1973 and as a Senior Vice President from July 1984 to January 1986, 
when he was elected President of GEICO Indemnity Conpany. Mr. Utley is, or 
has served as, a director and/or an officer of various subsidiaries of the 
Corporation and GEICO. 

Item 5. 

PART II 

Market for the Registrant's Common Pquity and Related 
Stockholder Matters. 

In response to this Item the material under the caption "Comron 
Steck Market Prices and Dividends" (page 13) and the final paragraph of Note 
C (page 33) of the "Notes to Consolidated Financial Statements" in the 
Corporation's 1988 Annual Report to Shareholders are in=rporated herein by 
reference. 

Item 6. Selecte:'I Financial Data. 

In response to this Item the material under the caption "Selected 
Financial Data" (pi'\ges 14 and 15) in the Corporation's 1988 Annual Report to 
Shareholders is incm:porate:'I herein by reference. 

Item 7. Management's Discussion and Analysis of Financial Cor.dition 
and Results of Operations. 

In response to this Item the material under the caption 
"Management's Discussion and Analysis of Financial Condition and Results of 
cperations" (pages 16 through 22 and page 41) in the Corporation's 1988 Annual 
Re~ort to Shareholders is incorporate:'! herein by reference. 

Item 8. Financial State-rents and SupPlementary Data. 

In response to this Item the consolidated financial statements and 
the notes thereto =ntained in the Corporation's 1988 Annual Report to 
Shareholders (pages 23 through 39) and the Quarterly Highlights of Operating 
Results (page 40) are incorporated herein by reference. 

Item 9. 

~bne. 

Changes In and Disagreements with Ac=untants on Accounting 
and Financial Disclosure. 
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PART III 

Item 10. Directors and Executive Officers of the Registrant. 

'!he infonnation required by this Item with respect to directors or 
the Corporation is incorporated herein by reference fran the Corporation's 
definitive proxy statement filed or to be filed with the Carrnission pursuant 
to Regulation 14A urrler the Se=ities Exchange Act of 1934 (the "Act"). The 
infonnation required by this Item with respect to e."<E!cutive officers of the 
Corporation is included in Part I hereof. 

Item 11. Executive Carpensation. 

The infonnation re:ruired by this Item is incorporated herein by 
reference from the Corporation's definitive proxy statement filed or to be 
filed with the Comnission pursuant to Regulation 14A under the Act. 

Item 12. Se=ity Ownership of Certain Beneficial Owners and 
Management. 

The infonnation re:ruired by this Item is incorporated herein by 
reference from the section entitled "Beneficial Ownership of Stock" in the 
Corporation's definitive proxy statement ·filed or to be filed with the 
Commission pursuant to Regulation 14A under the Act. 

Item 13. ~¥rtain Relationships and Related Transactions. 

'!he infonnation required by this Item is incorporated herein by 
reference from the Corporation's definitive proxy statement filed or to be 
filed with the Comnission pursuant to Regulation 14A under the Act. 

PART IV 

Item 14. Exhibits, Financial Staterrent Schedules and Reports on Ebm 
8-K 

(a) (1) and (2) List of Financial Statements and Financial 
statement Schedules 

The follewing consolidated financial statements of the Corporation 
and subsidiaries, included in the Corporation's Annual Report to Shareholders 
for the year ended Decenber 31, 1988, are incorporated by reference in Item 8: 

Consolidated Balance Sheet - December 31, 1988 and 1987 

Consolidated Statement of :ncome - Years Ended Decenber 31, 1988, 
1987 and 1986 

Consolidated Statement of Shareholders' Equity - Years Ended 
December 31, 1988, 1987 and 1986 

Page 9 



. ' 
Consolidated Statement of cash Flows - Years Ended 

Decenber 31, 1988, 1987 and 1986 

Notes to Consolidated Financial statements. 

The followin:J' financial information is included in response to Item 
14 (d) : 

Report of Independent Accountants 

Schedule I - SUnmary of Investments - Other 
Than Investments in Related Parties 

Schedule III - Condensed Financial InfOrmation 
of Registrant 

Scl:edule V - SUi;plementary Insurance Information 

Schedule VI - Ieinsurance 

Schedule VIII - Valuation and Qualifying Accounts 

Schedule IX - Short-Tenn Eo=CMings 

Schedule x - supplemental Information Concerning 
Property/casualty Insurance ~rations. 

Reference 

Page no. 17. 

Page no. 18. 

Page nos. 19-22. 

Page nos. 23-24. 

Page no. 25. 

Page no. 26. 

Page no. 27. 

Page nos. 28-29. 

All other schedules to the consolidated financial staterrents required by 
Article 7 of Regulation S-X are not required under the related instructions or 
are inai;plicable and therefore have bee..'l omitted. Financial statements of 
unconsolidated affiliates and 50% or less cmned persons accounted for by the 
equity rrethod have been omitted because they do not, considered individually 
or in the aggregate, constitute a significant subsidiary.· 

(a) (3) Exhibits 

The followiaj exhibits are included in response to Item 14(c): 

Exhibit No. Description 

3-a Certificate of Incorporation. 

3-b 

3-c 

4-a: 

Certificate of Arrendrrent tc Cer
tificate of Incorporation. 

Bylaws of GEICO Corporation, as 
arrended. 

Specirren certificate representing 
the ccmrcn stock, $1.00 par value. 
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Exhibit 4 to File No. 
2-63138 on Fb:rm S-14. 

Exhibit A to GEICO 
Corporation's definitive 
Proxy Statement dated April 
22, 1987. 

Page no. 30. 

Exhibit 6(c) to File 
No. 2-63138 on Fo:rm S-14. 
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10-a 

10-b 

10-c 

10-d 

10-e 

10-f 

10-g 

10-h 

(Copies of certain indentures, which in the aggregate do not represent 
securities worth as much as ten percent of the total consolidated 
assets of GEICO Corporation, will be furnished upon re:ruest.) 

Proxy Agreement between Berkshire 
Hathaway Inc. and Sovran Bank/ 
Marj land. 

Fonn of Pension Plan for Non-Eh1ployee 
Directors, as amended. 

GoverrutEnt Employees Insuranoe Com
pany' s 1973 Stock Option Plan, as 
amended. 

Fenn of q:>tion Agreement under 1973 
Stock Option Plan, as amen:led, 
together with fonn of Notice of 
Intent to Exercise. 

Arnendrrents to Fonn of ~ticn Agree
ment under 1973 Stock Option Plan 
(for employees granted more than 
$50,000 \'.Urth of options). 

Fonn of Non-Qualified Stock ~tion 
Agreement, as amen:led. 

Revised Stock ~tion Plan for Key 
Eillployees of GEICO Corporation and 
its SUbsidiaries ("1985 Plan"). 

Fonn of Incentive Stock ~tion 
Agreement Under 1985 Plan. 

Fenn of Incentive Stock ~tion 
Agreement With Stock Appreciation 
Rights Under 1985 Plan. 
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Exhibit 9 to Fann SE filed 
in =nnection with GEICO 
Corporation's Annual Report 
on Fonn 10-K for the fiscal 
year ended December 31, 
1986. 

Page no. 47. 

Exhibit 10-c to GEICO Cor
poration's Annual Report on 
Fenn 10-K for the fiscal 
year ended December 31, 
1984. 

Exhibits 9-b and 9-d to 
GEICO's Annual Report on 
Fenn 10-K for the fiscal 
year ended Deoerrber 31, 
1973. 

Exhibits 10-n and 10-o to 
GEICO Corporation's Annual 
Report on Fonn 10-K for the 
fiscal year ended December 
31, 1981. 

Exhibit 10-k to GEICO Cor
poration's Annual Report on 
Fonn 10-K for the fiscal 
year ended Decenber 31, 
1986. 

Exhibit 10-1 to Fenn SE 
filed in connection with 
GEICO Corporation's Annual 
Report on Fenn 10-K for the 
fiscal year ended December 
31, 1986. 

Exhibit 10-m to GEICO Cor
poration's Annual Report on 
Fenn 10-K for the fiscal 
year ended Decerrber 31, 
1986. 

Exhibit 10-n to GEICO Cor
poration's Annual Report on 
Fenn 10-K for the fiscal 
year ended D=cerrber 31, 
1986. 
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10-i 

10-j 

10-k 

10-1 

10-m 

13 

22 

24 

28 

29 

Notice of election to exercise 
stock options and/or stock 
appreciation rights tinder 1985 Plan. 

staterrent of 1989 Incentive 
Bonus Program. 

Statenent of 1988 Incentive 
Bonus Prcgram. 

Deferred Compensation Plan. 

Performance Share Plan, as amended. 

Annual Report to Shareholders for 
the year eooed Decenber 31, 1988. 

SUbsidiaries of GEICO Corporation. 

Consent of Accountants. 

Annual Ieport on Form 11-K for the 
Revised ~ofit Sharing Plan for the 
Elnployees of the GEICO Cbrrpanies for 
the fiscal year eooed Decerrber 31, 
1988. 

Information fran reports furnished 
to state insurance regulatory 
authorities. 
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Exhibit 1 O-o to Form SE 
filed in connection with 
GEICO Corporation's Annual 
Report on Form 10-K for the 
fiscal year ended December 
31, 1985. 

Page no. 68. 

Exhibit 10-1 to GEICO Cor
poration's Annual Report on 
Form 10-K for the fiscal 
year ended December 31, 
198.7. 

Exhibit 10-r to Form SE 
filed in Connection with 
GEICO Corporation's Annual 
Report on Form 10-K for the 
fiscal year ended December 
31, 1986. 

Exhibit 10-k to GEICO Cor
poration's Annual Report on 
Form 10-K for the fiscal 
year ended December 31, 
1983. 

Exhibit 13 to Form SE filed 
in connection with GEICO 
Corporation's Annual Report 
on Form 10-K for the fiscal 
year emed December 31, 
1988. 

Page No. 69. 

Page No. 70. 

To be filed by amendment. 

Exhibit 29 to Form SE filed 
in connection with GEICO 
Corporation's Annual Report 
on Form 10-K for the fiscal 
year ended DeceniJer 31, 
1988. 
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(b) Reports on Fem 8-K 

GEICO Co:rporation filed a report on Fem 8-K on November 21, 1988 
pursuant to Item 5 thereof. 

Page 13 



SIGNA'IURES 

Pursuant to the requirements of Section 13 or lS(d) of the Se=ities Exchange 
Act of 1984, the registrant has duly caused this report to be signed on its 
behalf by the undersigned, thereunto duly authorized. 

March 31, 1989 

March 31, 1989 

GEICO CORPORAT~".N 

By: 

By: (/Ji ~ ~ fYJ. !1)dt; 
~~~~~Th=-o-ma~s~M:-:---.~W~e~l~l-s~~~~-

Vice President and Controller 
(Principal Accounting Officer) 
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Pursuant to the requirements of the Se=ities Exchange Act of 1934, this 
report has been signed below by the following persons on behalf of the 
registrant and in the capacities and on the dates indicated. 

J.,,,.,4.~ 

IDuis A. Simpson 
Vice Chainaan of 

Thanas E. Bolger 
Director 

e Board and Director 

./~c~ 
\N'.?nna E. Brown 
.,Director 

4./2 
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'~ ,. ~ '-.(L~· 
William J. ~ 
Director 
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EW Ernst & Whinney 1225 Connecticut Ave. N.W. 
Washington, D.C. 20036 

To The Shareholders 
GEICO Corporation 

REPORT OF INDEPENDENT AUDITORS 

202/862-6000 

We have audited the consolidated financial statements and related schedules of 
GEICO Corporation and subsidiaries listed in Item 14(a) (1) and (2) of the 
Annual F.eport on Form 10-K of GEICO Corporation for the year ended December 
31, 1988. These financial statements and related schedules are the respon
sibility of the Corporation's management. Our responsibility is to express an 
opinion on these financial statements and related schedules based on our 
audits. 

We conducted our audits in accordance with generally accepted au:iiting 
standards. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements and related 
schedules are free of· material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the 
financial statements and related schedules. An audit also includes assessing 
the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements refe=ed to above present fairly, in 
all material respects, the consolidated financial position of GEICO Corporation 
and subsidiaries at December 31, 1988 and 1987, and the consolidated results 
of their operations and their cash flows for each of the three years in the 
period ended December 31, 1988, in conformity with generally accepted account
ing principles. Further, it is our opinion that the schedules referred to 
above present fairly, in all material respects, the information set forth 
therein in corrpliance with the applicable accounting regulation of the 
Se=ities and Exchange Corrmission. 

Washington, D.C. 
February 17, 1989 

0v,.,.,;t i . 
ERNST ~ ~='?! 



.. 
SCHEDULE I - SUMMARY OF INVES'IMENTS - OTHER THAN INVESTMENTS IN REIATED 

PARI'IES 

Type of Iiwestment 

Fixed maturities: 

Bonds: 

United States Government 
and government agencies 
and authorities 

states, municipalities 
and political sub
divisions 

Public utilities 
All other co:rporate bonds 

Redeemable preferred stccks 
Other fixed maturities 

'Ibtal fixed maturities 

Equity securities: 

Corrroon stocks : 
Public utilities 
Banks, trusts and 

insurance carpanies 
Industrial, miscellaneous 

and all other 
Call options 

Nonredeemable pref erred 
stocks 

'Ibtal equity securities 

Sh:>rt-term investments 

Total iiwestments 

GEICO CORroRATION 
DECEMBER 31, 1988 

In Thousands 

Cost (1) 

$ 297,844 

1,259,853 
36,539 
23,410 
39 ,255 
13,865 

~'1:,670, 766 

28, 6"1i 

60,003 

274,143 
32,552 

31, 650 

427,014 

. 75,152 

$21172,932 

Market 
value 

$ 294,466 

1,271,102 
36 ,864 
23,335 
44,524 
13,865 

$1,684,156 

$ 40,322 

65,627 

301,121 
48,226 

31,290 

$ 486,586 

Amount at which 
shown in the 
Balance Sheet 

$ 297,844 

1,259,853 
36,539 
23,410 
39,255 
13,865 

1,670,766 

40,322 

65,627 

301,121 
4.8,226 

31.,290 

486,586 

75,152 

$2,232,504 

(1) Fixed maturities at arrortized cost and equity se=ities at original cost. 
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SCHEDULE III - CYJNDENSED FINANCIAL INFORMATION OF REGIS'.IWINT 

ASSETS 

Short-tenn investments 

GEICO CORFORATICN 
(PARENT COMPANY) 

BALANCE SHEEr 
In Thousands 

Fixed maturities, at anortized cost (market $29,471 
and $13, 443) 

Equity securities, at market (cost $15,872 
and $37' 097) 

Investrnent in consolidated subsidiaries ( 1) 
Investment in AVEl>t::O 
Cash 
Bonds and notes receivable from subsidiaries (1) 
Income tax receivable 
Accrued investrnent incorre 
Amounts due from subsidiaries ( 1) 
Property and equipnent, at cost less accumulated 

depreciation of $1,595 and $1,207 
Other assets 

'Ibtal Assets 

LIABILITIES AND SHAREHOLDERS 1 EQ:JITY 

Liabilities: 
Accrued expenses and other liabilities 
Auounts payable on purchase of se=ities 
Incorr.e tax payable 
Debt f 

Total Liabilities 

Shareholders' Equity: 
CollltDn Stock 
Paid-in surplus 
Unrealized appreciation of equity securities 
Petained earnings 
Treasury Stock, at cost 
G.laranteed bank loans of Employee Stock 

Ownership Trust 

'Ibtal Shareholders' Equity 

'Ibtal Liabilities and Shareholders' Equity 

(1) Eliminated in consolidation. 

$ 

$ 

$ 

$ 

See a=rrpanying note to rondensed financial staterrents. 

December 31, 
1988 1987* ----

5,722 $ 6,474 

29,759 13,689 

18,281 36,857 
799,712 674,923 
55,896 50,663 

437 657 
7,442 7,222 

7,143 
650 567 
594 94 

2,998 . ~,349 
423 384 

921,914 $802,022 

42,977 $ 39,907 
25 26 

7,068 
164,454 127 ,411 

214,524 167,344 

32,161 32,149 
192,017 191,302 

46,530 34,158 
1,128,170 964,366 

(641,488) (544,340) 

(50,000) (42,957) 

707,390 634,678 

921,914 $802,022 

* Restated as described in Note A of the Annual Report to Shareholders. 
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SCHEDULE III - CCNDENSED FINANCIAL INFORMATION OF REGISTRANT 

GEICO CORPORATION 
(PARENT COMPANY) 

STATEMENT OF INCOME 
In Thousands 

For The Year Ended December 31, 
1988 1987* 1986* 

Revenue: 
Dividends from consolidated 
subsidiaries (1) 

Dividends frcm AVEM:O 
Interest from subsidiaries (1) 
l!ft.anaga'J'l?nt fees fron\ subsidiaries ( 1) 
Othe:: investment incone 
Oth(ir reilenue (expense) 

1\otal Revenue 
\}, 

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

Total Expenses 

Incane before incorrE tax benefit, equity 
in undistributed incone and realized 
gains 

Incane tax benefit frcm operations 

Incane before equity in undistributed 
incane and realized gains 

&fllity in undistributed operating incorre 
(losses) of consolidated subsidiaries (1) 

&fllity in undistributed operating fua:Jme 
of AVEM:O 

q;>erating Earnings 

Reali7.ed gains on sale of investments 
&fllity in realized gains on sale of 

investments by consolidated 
subsidiaries (1) -

&fllity in realized gains (losses) on sale 
of investments by AVEM:O 

Net Inrorre 

(1) Eliminated in consolidation. 

$ 93,300 
982 
667 

10,544 
3,635 

174 

109,302 

17,828 

14,820 

32,64<l 

76,654 
4,245 

80,899 

48,333 

5,211 

134,443 

7,722 

46,898 

(25) 

$189,038 

See a=npanying note to condensed financial statenents. 

$135,020 
211 

1,007 
9,825 
4,434 

919 

151,416 

15,782 

11,655 

27,437 

123,979 
5,052 

129,031 

20,430 

722 

150,183 

232 

27,491 

8 

$177,914 

$143,600 

654 
0;200 
5,591 

(433) 

157,692 

17,561 
15 

13,186 

30,762 

126,930 
9,279 

136,209 

(16,945) 

119,264 

4,414 

94,064 

$217,742 

* Restated as descril:ed in Note A of the Annual Report to Shareholders. 
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.. 
SCHEDULE III - CCNDENSED FINANCIAL INFO™ATION OF REGISTRANT 

GEICC CORPORATICN 
(PARENT COMPANY) 

STATEMENT OF CASH FLOWS 
In Thousands 

For The Year Ended Decerrber 31, 
1988 1987* 1986* 

OPERATING ACTIVITIES 
Operating earnings 
Adjustrrents to reconcile operating 

earnings to net cash provided by 
operating activities: 

Equity in undistributed operating 
(income) losses of consolidated 
subsidiaries (1) 

Fquity in undistributed operating 
(incorre) of AVEM:O 

Income taxes 
Change in arrounts due from 
subsidiaries (1) 

other 

Net cash provided by operating activities 

INVESTING ACTIVITIES 
Purchase of iJWestments 
Change in payable-on security purch~ses 
Sale of iIWestrrents, net of related taxes 
Change in receivable from se=ity sales 
Net iIWestment in subsidiaries (1) 
Dscrease (increase) in notes receivable 
fran subsidiaries (1) 

Purchase of property and equipnent, net 
other 

Net cash used by iIWesting activities 

FINANCING ACTIVITIES 
Issuance of debt 
Repayrrent and repurchase of debt 
Proceeds frc:m exercise of stock options 
Purchase of Camon Stock (Treasury) 
Reissuance of Corrnon Stock (Treasury) 
Dividends paid to shareholders 
other ·· 

Net cash used by financing activities 

Change in cash 

Cash at beginning of year 

Cash at end of year 

(1) Eliminated in consolidation. 

$134,443 

( 48' 333) 

(5,211) 
14,071 

(500) 
5,129 

99,599 

(22,347) 
(1) 

34,890 

(18,050) 

(220) 
(139) 

(5,867) 

60,000 
(30,000) 

636 
(99 ,353) 

(25, 711) 
476 

__j2._3 ,952) 

(220) 

657 

$ 437 

See ac:corrpanying note to condensed financial statanents. 

$150,183 $ 119,264 

(20,430) 16,945 

(722) 
1,264 (1,157) 

201 74 
8,308 11,546 

138,804 146,672 

(56,839) (197' 124) 
(l,322) 1,288 
69,746 202,957 

3,679 (3,434) 
(72, 018) (11,439) 

1,655 (70) 
(1,173) 405 

__ 1,895 

(54,377) (7,417) 

(26,964) 
492 307 

(73, 756) (104,847) 
11,000 10,000 

(22,44 7) (18,466) 
345 (21) 

(84,366) (139,991) 

61 (736) 

596 1,332 

$ 657 $ 596 

* Restated as described in Note A of the Annual Report to Shareholders. 
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SCHEDULE III - CONDENSED FINANCIAL INFORMATION OF REX;ISTRANr 

GEICO CORPORATION 
(PARENT CCM>ANY) 

NarE TO COODENSED FINANCIAL STATEMENTS 

Deceni:Jer 31, 1988 

The condensed .financial statenents of GEICO Corporation (parent corrpany) 
should be read in conjunction with the consolidated financial staterrents 
and notes thereto of GEICO Corporation and subsidiaries incorporated by 
reference in this Form 10-K Annual RefQrt. 
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.. 
SCHEDULE V--SUPPLEMENTARY INSURANCE INFOP.MATION 

GEICO CORPORATICN AND SUBSIDIARIES 
(Thousands of Dollars) 

Column A Column B Column c Column D Column E Column F 

Future Policy Other 
Deferred Benefits, Policy 
Policy Losses, Claims Claims and 

Acquisition and Loss Unearned Benefits Premium 
Segnent Costs Expenses Premiums Payable Revenue 

Year Ended 
December 31, 1988 

Property and 
casualty 
insurance $54,063 $1,058,024 $566,262 $1,492,361 

Reinsurance 59,363 3,809 7,436 
Life and heal th 
insurance 29,989 67,200 57,086 

'lbtal insurance 
segment $84,052 $1,184,587 $570,071 $1,556,883 

== 
Year Ended 

<-> Decerrber 31, 1987 

Property and 
casualty 
insurance $68,832 $ 937, 058 $776,703 $1,658 $1,358,320 

J:einsurance 56,304 10,310 31,361 
Life and health 

insurance 26,051 51,935 45,847 

'lbtal insurance 
segment $94,883 $1,045,297 $787,013 $1,658 $1,435,528 

Year Ended 
Decerrber 31, 1986' 

Pr~rty and 
casualty 
insurance $1,191,601 

Reinsurance 39,469 
Life and health 
insurance 63,618 

\' 
\1 'Ible.al insurance 

' segmant $1,294,688 
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SCHEDULE V--SUPPLEMENTARY INSURANCE INFOR-!ATION 

GEICO CORPORATICN AND SUBSIDIARIES 
(Thousands of Dollars) 

Column G 

Net 
Investirent 

Inccme 

$119,885 
4,347 

8,667 

$132,899 

$105,362 
4,203 

7,060 

$116,625 

$ 98,348 
4,216 

6,819 

$109,383 

Column H 

Benefits, 
Claims, 

IDsses and 
Settlerrent 
ExpenSe 

$1,187,092 
29,399 

. 44,255 

$1,260,746 

$1,053,484 
43,822 

34,676 

$1,131,982 

$ 944,344 
31,723 

48,266 

$1,024,333 

Column I 

l'm:Jrtization 
of Deferred 

Policy 
Acquisition 

Costs 

$138,145 
3,956 

7,952 

$150,053 

$115,191 
9,723 

825 

$125,739 

$ 98,093 
9,334 

169 

$107,596 
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Column J 

Other 
Operating 
Expenses 

$109,580 
2,647 

15,523 

$127, 750 

$107,414 
2, 757 

13, 718 

$123,889 

$101,808 
1,370 

18,647 

$121,825 

Column K 

Premiums 
Written 

$1,281,920 
935 

N/A 

$1,282,855 

$1,405,539 
29,809 

N/A 

$1,435,348 

$1,292,537 
39 ,456 

N/A 

$1,331,993 
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SCHEDULE VI - REINSURANCE 

GEIQ) CORroRATICN AND SUBSIDIARIES 
'IHREE YEARS ENDED DEX::EMBER 31, 1988 

In Thousands 

Year ended December 31, 1988: 

Gross 
amount 

Life insurance in force $4,118,419 

Premiums earned: 

*Accident and health 
insurance $ 44,976 

Property and liability 
insurance 1,487,803 

Life insurance 24,031 

Total premiuns earned $1,556,810 

Year ended Decerrber 31, 1987: 
Life insurance in force $3,239,747 

Premiums earned: 

*Accident and health 
insurance $ 51,302 

Property and liability 
insurance 1,349,719 

Life insurance 19,232 

Total premiuns earned $1,420,253 

Year ended PecercV::>er 31, 1986: 
Life insuraiice in fqrce $2,739,174 

Premiums earrukd: 

*Accident and healt.11 
insurance $ 61,519 

Property and liability 
insurance 1,185,676 

Life insurance 16,376 

TotcJ. prerniuns earned $1,263,571 

Ceded to AssU11Ed 
other fran other 

corrpanies canpanies 

$783,333 $ 

$ 10, 812 $ 1,412 

34, 800 45,924 

2,011 360 

$ 47,623 $ 47,696 
~ .. 

$665,032 $ 

$ 29,779 $ 9 ,589 

43,694! 81,375 

2,484 268 

$ 75,957 $ 91,232 

$647,731 $ 3,252 

$ 21,331 $ 9,451 

55,046 98,444 

1,802 1,401 

$ 78,179 $ 109,296 

Percentage 
of arrount 

Net asSU11Ed 
amount to net 

$3,335,086 

$ 35,576 4% 

1,498,927 3% 

2.2,3JlG . 2% 

$1,556,883 

$2,574, 715 

$ 31, 112 31% 

1,387,400 6% 

17,016 2% 

$1,435,528 

$2,094,695 

$ 49,639 19% 

1,229,074 8% 

15,975 9% 

$1,294,688 

* Includes prerniuns earned by life insurance and property/casualty L'1surance 
subsidiaries. ·· 
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SCHEDULE VIII - VALUATION AND QUALIFYING ACCOUNTS 

GEICO CORPORATI<N AND SUBSIDIARIES 
('.I.housands of Dollars) 

Coltnnn A 

Description 

Reserves and allowances 
deducted from asset 
accounts: 

Year ended 
DeceniJer 31, 1988: 

AllCMallce for loan 
losses 

AllCMallce for 
uncollectable 
premiums 

Year ended 
December 31, 1987: 

AllCMallce for loan 
losses 

AllCMallce for 
uncollectable 
premiuns 

Year ended 
Deceni:ler 31, 1986: 

AllCMallce for loan 
losses 

Alla.ance for 
uncollectable 
premiuns 

Coltnnn B 

Balance at 
Beginnin:,:r 

of Year 

$6,408 

1,870 

$6,389 

1,670 

$6,085 

1,5]0 

Coltnnn c 
Additions 

(1) (2) 
Charged to Charged to 
Costs and Other 

Expenses Accounts 

$3,675 

3,324 

$4,749 $254 (1) 

2,509 

?-1, 187 $777 (1) 

3,590 

( 1) Applicable to Installment Notes Purchased 
(2) Uncollectible Accounts Written, Off, Net of Recoveries 

Pa,ge 26 

Coltnnn D Column E 

Balance 
at End 

Deductions of Year 

$3,074 (2) $7,009 

3,324 (2) 1,870 

$4, 984 (2) $6,408 

2, 309 (2) 1,870 

$1,660 (2) $6,389 I 
;/ 

! 
3,490 (2) 1,6191 

I 

I 



.. 
SCHEDULE IX - SHORT-TERM BORROWINGS 

GEICO CORPORATICN AND SUBSIDIARIES 
(Thousands of Dollars) 

Column A Column B Column c Column D Colunm E Colunm l' 
(3) (4) 

M3xirrn.nn Average Weighted 
category of Weighted Amount Amount Average 
Aggregate Balance Average outstanding outstanding Interest 

SID rt-Tenn at End Interest During the During the Rate During 
Borrowings of Year Rate Year Year the Year 

Year Ended 
Decerrber 31, 1988: 

Notes payable to 
banks (1) 

'2> 
$ 850 10.5% $ 4,000 $ 409 9.3% 

Cormercial paper 22,750 9.3 35,300 22,284 7.7 

Year Ended 
Decerrber 31, 1987: 

Notes payab_;e to 
banks (1) $ - - % $ 1,700 $ 207 8.6% 

Comnercial paper ( 2) 32,650 8.0 ~9,000 30 ,384 6.9 

Year Ended 
Decerrber 31, 1986: 
Notes payable to 

banks (1) $ 750 7.5% $ 2,000 $ 361 8.4% 
Cornrrercial paper (2) 30,940 6.4 40,355 30,619 6.8 

(1) Bank lines of credit are subject to pericdic revisv and adjustnent, including 
discontinuance by the lending institutions or the Corporation. M:lst banks 
require that borrowings be fuJ.ly liquidated for at least one month during any 
twelve nonth borrowing cycle. See Note G to consolidated financial staterrents. 

(2) Comnercial paper matures within 270 days. £;>:-an date of issue with no provision 
for the extension of its rnaturi ty. 

(3) The average anount outstanding during the year was cooputed by dividing the 
total of average, nonthly outstanding principal balances by 12. 

(4) The weighted avel;'age interest rate during the year was conputed by dividing 
the actual interest expense by average sh:>rt-tenn debt outstanding. 
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SOlEDULE X--SUPPLEMENTAL INFORMATICN CONCERN:m; PROPERTY/CASUALTY INSURANCE OPERATIONS 

GEICO CORPORATION AND SUBSIDIARIES 
(Thousands of Dollars) 

Column A Column B 

Deferred 
Affiliation Policy 

with Acquisition 
Registrant Costs 

Consolidata:i 
property 
and casualty 
subsidiaries 

Year ended_ 
Decerrber 31, 1988 $54,063 

Year ended 
Decercber 31, 1987 $68,832 

Year ended 
Dec~r 31, 1986 

Column C Column D Column E Column F 

Reserves for 
Unpaid IDsses Disa:mnt, 

and IDss if any, 
Adjustment Deducted in Unearned Earned 

Expense Column C Praniums Premiums 

$1,117,387 $570,071 $1,499,797 
----

$ 993,362 $787,013 $1,389,681 

$1,231,070 
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SOlEDULE X--SUPPLEMENTAL INFORMATICN CCNCERNING PROPERTY/CASUALTY INSURANCE OPERATICNS 

GEICO CORPORATION AND SUBSIDIARIES 
(Thousands of Dollars) 

Column G 

Net 
Investrrent 

Income 

Column H 

Loss and Loss 
.Adjustment Ex:penses 
Incurred Related to 

(1) (2) 
Cw:rent Prior 

Year Years 

$124,232 $1,200,815 $15,676 

$109,565 $1,094,287 $ 3,019 

$101,064 $ 980,448 $ (4,381) 

Column I 

Amortization 
of Deferred 

Policy 
Aoquisition 

Costs 

$142,101 

$124,914 

$107 ,427 
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Colunm J 

Paid 
IDsses 

and IDss 
.Adjustrnent 
Expenses 

$1,092,466 

$ 935,455 

$ 843,179 

Colunm K 

Premiums 
Written 

$1,282,855 

$1,435,348 

$1,331,993 
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BYLAWS 

or 

GEICO CORPORATION 

* * * 
ARTICLE I 
Offices 

Exhibit 3-c 

Rev. 5/18/88 

SECTION I. Registered Office. The registered 
office of the Corporation in the State of Delaware shall be 
at Corporation Trust Center, 1209 Orange Street, City of 
Wilmington, County of New Castle. The name of the registered 
agent in charge thereof is The Corporation Trust Company. 

SECTION 2. Other Offices. The Corporation may 
also have offices at other places either within or without 
the State of Delaware. 

ft RT IC LE I I 
Meetings of Shareholders 

SECTION 1. Annual Meetings; Purposes. At each 
annual meeting, the stockholders shall elect the members of 
the Board of Directors for the succeeding year. Annual 
meetings shall be held at such place (within or without the 
State of Delaware), date and hour as shall be· designated in 
the notice thereof. At a~r such annual meeting any proper 
business properly brought before the meeting may be 
transacted. 

To be properly brought before an annual meeting, 
business (i) must be specified in the notice of the meeting 
(or any supplement thereto) given by or at the direction of 
the Board of Directors, (ii) otherwise properly brought 
before the me~tin~ by or at the direction of the Board of 
Directors or (iii) otherwise properly brought before the 
meeting by a stockholder. For business to be properly 
brought before an annual meeting by a stockholder, the 
stockholder must have 'iven written notice thereof, either 
by personal delivery or by United States mail, postage pre
paid, to the Secretary of the Corporation, not later than 
90 days in advance 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, which may in
clude any public filin' with the Securities and Exchange 
Commission, of the date of the annual meeting). Any such 
notice shall set forth as to each matter the stockholder 
proposes to bring before the annual meeting (i) a brief 
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description of the business desired to be brought before the 
meeting and the reasons for conducting such business at the 
meeting and in the event that such business includes a pro
posal ta amend either the Certificate of rncorporation or by
laws of the Corporation, the language of the proposed amend
ment, (ii) the name and address of the stockholder proposing 
such business, (iii) a representation that the stockholder is 
a holder of record or beneficial owner of stock of the 
Corporation entitled to vote at such· meeting and intends to 
appear in person or by proxy at the meeting to propose such 
business, and (iv) any material interest of the stockholder 
in such business. No business shall be conducted at an 
annual meeting of stockholders except in accordance with this 
paragraph, and the chairman of any annual meeting of 
stockholders may refuse to permit any business to be brought 
before an annual meeting without compliance with the 
foregoing procedures. 

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

SECTION 3. Notice of Meetings. Except as other
wise expressly required by law, notice of each meeting of the 
stockholders shall be give~ not less than 10 nor more than 
60 days before the date of .the meeting to each' stockholder 
entitled to vote at such meeting by mailing such notice, pos
tage prepaid, directed to the stockholder at his address 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 meeting of stockholders shall not be required 
to be given to-any stockholder who shall attend such meeting 
in person or by proxy, except when the stockholder attends 
a meeting for the express purpose of objecting, at the be
ginning 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, whether 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 meetin( of the stock
holders, a complete list of the stockholders entitled to 
vote thereat, arran(ed in alphabetical order, and showing 
the address of each stockholder and the number of share~ 
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registered in the name of each stockholder. Such list shall 
be open to the examination of any stockholder, for any 
purpose germane to the me~ting, during ordinary business 
hours, for a period of at least 10 days prior to the meeting 
either at a place specified in the notice of the meeting 
within the city where the meeting is to be held, or, if not 
so specified, at the place where the meeting 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 stockholder who is present. 

SECTION 5. Quorum. At each meeting of the stock
holders, except as otherwise expressly required by law or by 
the Certificate of Incorporation, stockholders holding a 
majority of the shares of stock of the Corporation issued and 
outstanding, and entitled to be voted thereat, shall be 
present in person or by proxy to constitute a quorum for the 
transaction of business. In the absence of a quorum at any 
such meetinf or any adjournment or adjournments thereof, a 
majority in voting interest of those present in person or by 
proxy and entitled to vote thereat, or in the absence 
therefrom of all the stockholders, any officer entitled to 
preside at, or to act as secretary of, such meeting may 
adjourn such meeting fro• time to time until stockholders 
holding the amount of stock requisite for a quorum shall be 
present in person or by.proxy. At any such adjourned 
meeting at which a quoru• may be present any business may be 
transacted which might hav~ ~een transacted at the meeting as 
originally called. 

SECTION 6. Org~nization. At each meeting of the 
stockholders, one ot the tollowin' shall act as chairman of 
th~meetin• and preside thereat, in the followin' order of 
precedence: 

/ -
(a) The Chairman of the Board; 
(b) The President; 
(c) Any other officer of the 

Corporation designated by the Board or the 
Executive Co••ittee to act aa chair•an of such 
meetin' and to preside thereat if the Chairman 
ot the Board and the President shall be absent 
fro• such •••tin•; or 

(d) A stockholder of record ot the 
Corporation who shall be choaen chair•an of such 
meetin' by a majority in voting interest of the 
stockholders present in person or by proxy and 
entitled to vote thereat. 

The Secretary, or, if he shall be presiding over 
the meeting in accordance with the provisiona of this Section, 
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or, if he shall be absent from such meeting, the person (who 
shall be an Assistant Secretary, if an Assist•nt Secretary 
shall be present thereat) whom the chairman of such meeting 
shall appoint, shall act as Secretary of such meeting and 
keep the minutes thereof. 

SECTION 7. Order of Business. The order of busi
ness at each meeting of the stockholders shall be determined 
by the chairman of ~uch meeting, but such order of business 
may be changed by a majority in voting interest of those 
present in person or by proxy at such meetinf and entitled to 
vote thereat. 

SECTION 8. Voting. Except as otherwise provided 
in the Certificate of Incorporation, 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 and registered in his name on the 
books of the Corporation: 

(a) on the date fixed pursuant to 
the provisions of Section 5 of Article VIII of 
these Bylaws as the record date for the deter
miaat ioa of stockholders who shall be entitled 
to receive notice of and to vote at such meeting, 
or 

(b) if no record date shall have 
been so fixed~ then at the close of business on 
the day next precedin( the day on which uotice of 
the meetiac shall be given. 

Shares of its own stock belonging to the Corpora
tion or to another corporation, if a majority of the shares 
entitled to vote in the election of directors of such other 
corporation is held by the Corporation, shall neither be 
entitled tO::vote nor counted for quoru• purposes. Any 
vote of stock of the Corporation may be given at any meeting 
of the stockholders by the stockholders entitled thereto in 
person or by proxy appointed by an instru•ent in writinf 
delivered to the Secretary or an Assistant Secretary of the 
Corporation or the secretary of the meeting. The attendance 
at any •••tia1 of a stockholder who may theretofore have 
given a proxy shall not have the effect of revoking the 
same unless he shall in writing so notify the Secretary 
of the mseting prior to the voting of the proxy. At all 
meetings of the stockholders all matters, except as other
wise provided by law or in these Bylaws, shall be decided 
by the vote of a majority of the votes cast by stockholders 
present in person or by proxy and entitled to vote thereat, 
a quorum being present. Except as otherwise expressly re
quired by law, the vote at any meeting of the stockholders 
on any question need not be by ballot, unless so directed 
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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. 

ARTICLE II I 
Board of Directors 

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

SECTION 2. Number and Term of Office. Except 
as otherwise expressly provided in the Certificate of 
Incorporation, the number of directors which shall consti
tute the whole Board shall be fixed from tim~ to time by a 
resolution adopted by a majority of the whole ~oard. Ex
cept as otherwise expressly provided in the Certificate of 
Incorporation, each of the directors of the Corporation 
shall hold office until the annual meeting next after his 
election and until his successor is elected and qualified or 
until his earlier death or resignation or removal in the 
manner hereinafter provided. 

Nominations for the election of directors may be 
made by the Board of Directors or by any stockholder entitled 
to vote for tr;e election of directors. Any stockholder en
titled to vote for the election of directors at a meeting or 
to execute a consent in writing in lieu of a meeting may 
nominate a person or persons for election as directors only 
if written notice of such stockholder's intent to make such 
nomination is given, either by personal delivery or by United 
States mail, postate prepaid, to the Secretary of the Corpo
ration not later than (i) with ~espect to an election to be 
held at an annual meetint of stockholders, 90 days in advance 
of such meetint (provided that if the annual meetint of stock
holders is held earlier than the third Wednesday in April, 
such notice muiit be tiven within 10 days after the first 
public discloiure, which may include any public filing with 
the Securities and Exchante Commission, of the date of the 
annual meetint}, (ii) with respect to an election to be held 
at a special meetint of stockholders for the election of 
directors, the close of business on the seventh day follow
ing the date on which notice of such meetint is first given 
to stockholders, and (iii) in the case of any stockholder who 
wishes to nominate any person or persons for election as 
directors pursuant to consents in writing by stockholders in 
lieu of a meeting, 60 days in advance of the date on which 
materials solicitint such consents are first mailed to stock
holders or, if no such materials are required to be mailed 
under applicable law, the date on which the first such con
sent is executed. Each such notice shall set forth: (a) the 
name and address of the stockholder who intends to make the 
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nomination and of the persor< or persons to be nominated; (b) 
a representation that the stockholder is a holder of record 
or beneficial owner of stock of the Corporation entitled to 
vote at such meeting or to execute such a consent and intends 
to appear in person or by proxy at the meeting to nominate 
the person or persons specified in the notice or to execute 
such a consent to elect such person or persons as directors; 
(c) a description of all arrangements or understandings 
between the stockholder and each nominee and any other person 
or persons (naming such person or persons) pursuant to which 
the nomination or nominations are to be made by the 
stockholder; (d) such other information regarding each 
nominee proposed by such stockholder as would have been 
required to be included in a proxy statement filed pursuant 
to the proxy rules of the Securities and Exchange Commission 
had each nominee been nominated, or intended to be nominated, 
by the Board of Directors; and (e) the consent of each 
nominee to serve as a director of the Corporation if so 
elected. The.chairman of any meeting of stockholders to 
elect directors and the Board of Directors may refuse to 
acknowledge the nomination of any person not made in 
compliance with the foregoing procedure. 

SECTION 3. Election. lh:cept as otherwise ex
pressly provided in the Certificate of Incorporation, at 
each meeting of the stockholders for the election of direc
tors at which a quorum is present, the persons receiving 
the greatest nu111ber of vot;"es, up to the number of directors 
to be elected, shall be the directors. 

SECTION 4. Resignation, Removal and Vacancies. 
Any director may resign at any time by giving a written 
notice of his resi(nation to the Chairman of the Board, the 
Presidmnt, or the Secretary of the Corporati~n. Any such 
resignation shall take effect at the time specified therein, 
or, if the ti111e when it shall become effective shall not be 
specified the~ein, then it shall take effect when accepted 
by action of the Board. Except as aforesaid, the acceptance 
of such resi(nation. shall not be necessary to make it effec
tive. 

Except as otherwise expressly provided in the 
Certificate of Incorporation, a director may be removed, 
either with or without cause, at any time by the ho~ders of 
a majority of the shares entitled to vote in the election 
of directors. 

Any vacancy occu•ring on the Board ma), except as 
otherwise expressly provided in the Certificate of Incorpora
tion, be filled by a majority of the directors then in 
office, thou(h less than a quorum, or by a sole remaining 
director, and the director elected to fill such vacancy 
sh~il hold office for the unexpired ter111 in respect of which 
s.uch vacancy occurred. 
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SECTION 5. )1eetings. 

(A) Annual )1eetinis. As soon as practicable after 
each annual election of directors, the Board shall meet for 
the purpose of orianization and the tran~action of other 
business. 

(B) Regular Meetings. Regular meetings of the 
Board shall be held at such times and places as the Board 
shall from time to time determine. 

(C) Special Meetings. Special mw3tings of the 
Board shall be held whenever called by the Chairman of the 
Board, the President or two Directors. Any and all business 
may be transacted at a special meetini which may be 
transacted at a reiular meetini of the Boerd. 

(D) Place of ~eetini. The Board may hold its 
meetinis at such place or places within or without the 
State of Delaware as the Board may fro• time to time by 
resolution determine or as shall be desiinated in the 
respective notices or waiver of notices thereof. 

(E) Notice of Meetings. Notices of reiular 
meetinis of the Board or of any adjourned meeting need not 
be given. 

Notices of special meetinis of the Board, or 
of any meetini of any Comaittee of the Board which has not 
been fixed in advanca as to time and place by such Committee, 
shall be mailed by the Secretary to each director, or 
member of such Coaaittee, addressed to him at his residence 
or usual place of business, at least two days before the day 
on which such aeetinl is to be held, or shall be sent to him 
by telecrap-h, cable or other form of recorded communication 
or be delivered personally or by telephone not later than 
the day before the day on which such meetinl is to be held. 
Such notice shall include the time and place of such meet
ini. Notice of any such •~etinl need not be iiven to any 
director or aeaber of any Coaaittee, however, if waived by 
him in writia1 or by tele1raph, cable or other fora of 
recorded coaaunication, whether before or after such meeting 
shall be held, or if he shall be present at such meeting. 

(F) guorum and Manner of Acting. A majority of 
the total nu~b•r of directors shall be present in person at 
any meetinl of the Board in order to constitute a quorum 
for the transaction of business at such meetini, ~~d the 
vote of a majority of those directors present at any such 
meetiai at which a quorua is present shall be necessary for 
the pasr:.:;ie of any resolution or act of the Board, except 
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as otherwise expressly required by law or these Bylaws. rn 
the absence of a quorum for any such meeting, a majority of 
the directors present thereat may adjourn such meeting from 
time to time until a quorum shall be present thereat. 

(G) Action by Communications Equipment. The 
directors, or the members of any Committee of the Board, may 
participate in a meetin( of the Board, or of such Committee, 
by means of conference telephone or similar communications 
equipment by means of which all persons participating in the 
meeting can hear each other, and such participation shall 
constitute presence in person at such meeting. 

(H) Action by Consent. Any action required or 
permitted to be taken at any me~tin( of the Board, or of any 
Committee thereof, may be taken without a meetin( if all 
members of the Board or Committee, as the case may be, 
consent thereto in writin(, and such writin( is filed with 
the minutes of the proceedin(s of the Board or Committee. 

(I) Organization. At eacJ meetin( of the Board, 
one of the followin( shall act as chairman of the meeting 
and preside thereat, in the followin( order of precedence: 
(a) the Chairman of the Board; (b) the President; (c) any 
director chos~n by a majority of the directors present 
thereat. The Secretary or, in the case of his absence, any 
person (wbo shell be an;Assistant Secretary, if an Assistant 
Secretary shall be present thereat) whom the chairman shall 
appoint, shall act as secretary of such meetin( and keep 
the minutes thereof. 

SECTION 6. Co•pensation. The Board of Directors 
may fix an amount per annu• Qf fees to be paid by the 
Corporation to directors f.or attendance at meetings of the 
Board or of any co••ittee, or both, as the Board shall from 
time to tim6 determine. The Board may likewise provide 
that the Co~poration shall reimburse each director or 
member of a co••ittee for any expenses incurred by him on 
account of his attendance at any such me~tin(. Nothin( 
contained in this Section shall be construed to preclude 
any director ~ro• servin( the Corporation in any other 
capacity and receivi&f co•pensation therefor. 

shalf, 
Board, 

ARTICLB IV 
Com•ittees 

SECTION 1. Executive Com•ittee. 

(A) Designation and Membership. The Board 
by resolution pa~sed by a majority of the whole 
desi(nate an Executive Co••ittee consistin( of such 

~· 
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number of directors as the Board shall appoint. Vacancies 
may be filled by the Board at any time and any appointed 
member of the Executive Committee shall be subject to re
moval, with or without cause, at any time by the Board. 

(B) Functions and Powers. The Executive Commit
tee, subject to any limitations prescribed by the Board, 
shall possess and may exer~ise, during the intervals betw~en 
meetings of the Board, all the powers and authority of the 
Board in the mana(ement of the business and affairs of the 
Corporation, includin( the declaratiou of dividends when 
specifically authorized by the Boara to do so for a particu
lar quarter; 2_rovided, however, that the Executive Committee 
shall not have the power or authority to approve amendments 
to the Certificate of Incorporation of the Corporation, adopt 
agreements of mer(er or consolidation, recommend to the 
stockholders the sale, lease or exchange of all or substan
tially all the property and assets of the Corporation, 
recommend to the stockholders the dissolution of the Corpora
tion or the revocation of ~ dissolution, amend these Bylaws 
or authorize the issuance of stock of the Corporation. At 
each meetin( of the Beard the Executive Committee shall make 
a. report of all action taken by it since its last report to 
the Board. 

SECTION 2. A~dit Committee. 

(A) Designation and Membership. The Board shall, 
by resolution passed by a majority of the whole Board, 
desi(nate an Audit Committee consisting of such number of 
Directors as the Board shall appoint. Vacancies may be 
filled by the Board at any time and any appointed member 
of the Audit Committee shall be subject to removal, with 
or without cause, at any time by the Board. No salaried 
officer or eaployea of the Col"poration may serve as a 
member of the Audit Committee. 

(B) Functions and Powers. The Audit Committee 
shall recommend 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 Committee shall have such other 
duties and functions aa shall be dele(ated to it in a 
·resolution passed by a mejority of the whole Board. 

SECTION 3. Other Committees. The Board may, by 
resolution passed by a majority of the whole Board, 
destinate other committees (includin(, but not limited to, 
a Human Resources Committee, Finance Committee and Social 
Responsibility Committee), each committee to consist of 
three or more directors and to have such duties and 
functions as shall be provided in such resolution. The 
Board shall have the power to chan(a the members of an 
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such committee at any time, to fill vacancies, and to dis
charge any sue~ committee, either with or without cause, 
at any time. 

ARTICLE V 
Officers 

SECTION 1. Election and Appointment and Term of 
Office. The officers of the Corporation shall be a Chairman 
of the Board, a President, such number of Vice Presidents 
(includint any Executive and/or Senior Vice Presidents) as 
the Board may determine from time to time, a Controller and 
a Secretary. Each such officer shall be elected by the 
Board at its annual meetint or by a com~ittee of the Board 
and hold office until the next annual m~etint of the Board 
and until his successor is elected or until his earlier 
death, resitnation or removal in the manner hereinafter 
provided. 

The Board or a Coaaittee of the Board may elect or 
appoint such other officers (includint one or more Assistant 
Secretaries) as it deems necessary who shall have such 
authority and shall perform such duties as the Board or 
committee may prescribe. 

If additional ~fficers are elected or appointed 
during the year, each ot them shall hold office until the 
next annual meetint of the Board at which.officers are 
regularly elected or appointed and until his successor is 
elected or appointed or until his earlier death, re~itnation 
or removal in the manner hereinafter provided. 

SECTION 2. Resi«nation. Reaoval and Vacancies. 
Any officer aay resitn at any ti•• by tivinC a written notice 
to the Chaitman of the Board, the President or the Secretary 
of the Corporation, and such resitnation shall take effect 
at tha tiae specified therein, or, if the ti·me when it shall 
become ~ffective shall not be specified therein, then it 
shall taka effect when accepted by action of the Board. 
Except as aforesaid, the acceptance of such resitnation shall 
not be necessary to make it effective. 

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

A vacancy in any office may be filled for the 
unexpired portion of the ter• in the saae manner as provided 
for election or appointment to such office. 
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SECTION 3. Duties and ounctions. 

(A) Chairman of the Board. The Chairman of the 
Board, who shall be a member thereof, shall preside at all 
meetings of the Board and of the shareholders at which he 
shall be present. 

The Chairman of the Board shall be the Chief 
Executive Officer of the Corporation aad shall have the 
following powers, functions and duties: 

(i) under the direction of 
the Board, he shall have general super
vision and management of the property, 
affairs and business of the Corporation; 

(ii) he shall see that all 
orders and resolutions of the Board and 
the Committees of the Board are carried 
into effect; 

(iii) he shall have the general 
supervision and direction of the staff offi
cers of the Corporation and shall see that 
their duties ~re properly performed; 

(iv) with the President, he 
shall subait an annual report of the opera
tions of the Corporation for the year to the 
shareholders at their annual meetinf and also 
to the Board; and 

(v) he shall be vested with such 
o~her powers of supervision and management and 
he shall perform such other duties as may be 
delegated to hia by the Board, or as devolve upon 
the Chief Executive Officer of like companies. 

(B) President. The President shall be the Chief 
Operating Officer of the Corporation, except that when the 
offices of Chairman of the Board and President are held by 
the same person or when the office of the President is 
vacant, the Chief Operating Officer shall be such other 
officer as may be designated by the Board, a Com~ittee of 
the Board or the Chief Executive Officer, and shall have 
the following powers, functions and duties: 

(i) under the direction of the 
Board and the Chief Executive Officer, he 
shall have general supervision and active 
manaae•ent of the property, affairs and busi
ness of the Corporation; 
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(ii) he shall have the general 
supervision and direction of the operating 
officers of the Company and shall see that 
their duties are properly performed; 

(iii) he shall execute and 
acknowledge all contracts, agreements, deeds, 
bonds, mortgages and other obligations and 
instruments in the name of tbe Corporation 
when so authorized by tbe Board or committee 
of the Board and all other papers and documents 
necessary and proper to be executed in the per
formance of his duties; 

(iv) with the Chairman of the 
Board, ha shall submit an annual report of the 
oparat:Jns of the Corporation for the year to 
the shareholders at their annual meeting and 
also to the Board; and 

(v) he shall be vested with 
sue~ other powers of supervision and manage
ment and ha shall perform such other duties as 
may be delegated to him by the Chief Executive 
Officer, the Board, a committee of the Board 
or as devolve upon the Chief ~perating Officer 
of like ccmpa6ies, 

In th~ absence or disability of 
tbe President, his authority and duties shall 
be, Vflated in such officer as may be designated 
by the Board, a committee of the Board or the 
Chief !xacutiva Officer, before or after the 
event. 

(C) Vice Presidents. Each Vice President shall 
have such powers and duties as shall be prescribed by tbe • 
llo,!lrd, a c·~••ittoe of the Board or the Chairman of the 
Board. 

(D) Controller. The Controller shall be the 
chief accountinf officer of the Corporation. Ha shall keep 
full and accurate accounts of all aaaats, liabilities, 
receipts and disbursements 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 and duties as shall be prescribed by the Board, a 
committee of the Board or tba Chairman of the Board. 

(B) 
records of all 
and committees 

Secretary. The Secretary shell keep the 
maatin1s of tbe stockholders and of the Board 
of the Board. Ha shall affix the seal of the 
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Corporation to all instruments requiring the corporate seal 
when the same shall have been signed on behalf of the 
Corporation by a duly authorized officer. The Secretary 
shall be the custodian of all contracts, deeds, documents 
and all other indicia of title to properties owned by the 
Corporation and of it3 other corporate records (except 
accounting records) and in general shall perform all duties 
and have all powers incident to the Office of Secretary and 
shall have such powers and duties as shall be prescribed by 
the Board, a committee of the Board or the Chairman of the 
Board. To such extent as the Board shall deem proper, the 
duties of Secretary may be performed by one or more assis
tants, to be appointed by the Board or a committee of the 
Board. 

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

SECTION l. Execution of Documents. The Board or 
a committee of the Board shall designate the officers, 
employees and agents of the Corporation who shall have power 
to execute and deliver deeds, leases, contracts, mortgages, 
bonds, debentures, checks, drafts and other orders for the 
payment of money and other documents for and in the name of 
the Corporation and may authorize such officers, employees 
and agents to delegate such power (including authority to 
redelegate) by written 1nstrument to other officers, 
employees or agents of the Corporation. In the absence of 
such designation or delegation, such documents shall be 
executed by the Chairman of the Board, President, Vice 
President (includin• any Executive or Senior Vice Pre~ident), 
Controller or Secretary. 

SECTION 2. Depoill.!.. All funds of the Corpora
tion not otuerwiae employed shall be deposited to the credit 
of the Corti~retion in such depositaries as may be designated 
from ti•• to time by the Board or a committee of the Doard. 

SECTION 3. Proxies in Respect of Stock or other 
Securities of Other Corporations. The Chairman of the 
Board, the President or any other officer of the Corporation 
designated by the Board o~ a committee of the 3oard shall 
have the authority (a) to appoint from time to time an agent 
or agents of the Co~poration to exercise in the name and on 
behalf of the Corporation the powers and rights which the 
Corporation may have as the holder of stock or o·ther securi
ties in any other corporation; (b) To vate or ·consent in 
respect of such stock or securities; and (c) To execute or 
cause to be executed in the name and on behalf of the 
Corporation and under its corporate seal, or otherwise, such 
written proxies, powers of mttorney or other instruments as 
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he may deem necessary or proper in drder that the Corporatiu11 
may exercise such powers and rights. The Chairman of the 
Board, the President or any such designated officer may in
struct any person or persons appointed as aforesaid as to the 
manner of exercisin• such powers and rights. 

ARTICLE V!I 
Books and Records 

The books and records of the Corporation may be 
kept at such places within or without the State of Delaware 
as the Board or a committee of the Board may from time to 
time determine. 

ARTICLE VIII 
Shares and Thei~ Transfer: Fixing Record Date 

SECTIO~ 1. Certificate for Stock. Every owner of 
stock of the Corporation shall be entitled to have a certifi
cate certifyin( the number of shares owned by him in the 
~orporation and desi(natin( the class of stock to which such 
shares belon,, which shall otherwise be in such form as the 
Board or a committee of the Board shall prescribe. Each such 
certificate shall be si(ned by, or in the name of the Corpora
tion by, the Chairman of the Board, the President or a Vice 
President (includin( any E~acutive or Senior Vice President) 
and by the Secretary or•an Assistant Secretary of the Corpo
ration. In case any officer who has si(ned or whose facsimile 
signature has been placed upon a certificate shall have 
ceased to be such officer before such certificate is issued, 
it may nevertheless be issued by the Corporation with the 
same effect as if he were such officer at the date of issue. 
Where any such certificate is manually countersi(ned by a 
transfer a(ent or re,istrar, any of the other si•natures on 
the certifi!at& may be a facsimile. 

SECTION 2. Record. A record shall be kept of 
th<~ name of the person, firm or corporation ownin( the 
stock represented by each certificate for stock of the 
Corporation issued, the nu•ber of shares represented by 
each such certificate, and the date thereof, and, in the 
case of cancellation, the date of cancellation. Except as 
otherwise expressly required by l.._w, the person in whose 
name shar•s of stock stand on the books of the Corporation 
shall be deemed the owner thereof for all purposes as re
gards the eorporation. 

SECTION 3. Transfer of Stoc~. T~~nsfer of 
shares of the stock of-the Corporation shal1 be made only 
on the books of the Company by the re(istered holder 
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thereof, or by his attorney thereunto authorized by power 
of attorney duly executed and filed with the Secretary of 
the Corporation, and on the surrender of the certificate or 
certificates for such shares properly endorsed. 

SECTION 4. Lost, Stolen, Destroyed or Mutilated 
Certificates. The holder of any stock of the Corporation 
shall immediately ;otify the Corpo~ati " of any loss, theft 
or mutilation of :~e certificate the efor. The Corporation 
may issue a new certificate for s~ ck in the place of any 
certificate theretofore issued by it and alle(ed to have 
been lost, stolen, destroyed or mutilated, and the Board or 
the President or the Secretary may, in its or his discretion, 
require the owner of the lost, stolen, mutilated or destroyed 
certificate or his le(al representatives to (ive the Corpora
tion a bond in such sum, limited or unlimited, in such form 
and with such surety or sureties as the Board shall in its 
discret{on determine, to indemnity the Corporation a1ainst 
~ny claim that may be made a(ainst it on account of the 
allel(ed loss, theft, mutilation. or destruction of any such 
certificate or the issuance of any such new certificate. 

SBCTION 5. Fixin( Date for Determination of 
Shareholders of Record. In order that the Corporation may 
det~rmine the stockholders entitled to notice of or to vote 
at ~ny meetinl( of stockholders or any adjournment thereof, 
or to express consent to corporate action in writinl( without 
a meetinc, or entitled ~o receive payment of any dividend 
or other distribution or allotment of any ril(hts, or entitled 
to exercise any richts in respect of any chance, conversion, 
or exchan(e of stock or for the purpose of any other lawful 
action, tha Boar~may fix, in advance, a record date, ·which 
shall not ba ~ore than 60 nor less than 10 days before the 
date of such •••tine, nor more than 60 days prior to any 
other action. 

ARTICLB IlC 
Seal 

Tha Board shall provide a corporate seal, which 
shall ba in the for• of a circle and shall bear the full 
name of the Corporation and the words and ficures "Corporate 
Seal 1978 Delaware." 

ARTICLB lC 
Fiscal Year 

The fiscal year of the Corporation shall end on 
the 31st day of December, in each year. 
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ARTICLE XI 
Indemnification 

SECTION 1. Right to Indemnification. The 
Corporation shall to the fullest extent permitted by 
applicable law as then in effect indemnify any person (the 
''Indemnitee" who is or was a director or officer of the 
Corporation and who is or was involved in any manner 
(including, without limitation, as a party or witness) or ls 
threatened to be made so involved in any threatened, pendln~ 
or completed inve~tigation, claim, action, suit or proceed
ing, whether civil, criminal, administrative or investiga
tive (including, without limitation, any action, suit or 
proceeding by or in the right of the Corporation to procure a 
judgment in its favor) (a "Proceeding") by reason of the fact 
that such person is or was a director, officer, employee or 
agent of the Corporation, or is or was serving at the request 
of the Corporation as a director, officer, employee or agent 
of another corporation, partnership, joint venture, trust or 
other enterprise (including, without limitation, any employee 
benefit plan) a•ainst all expenses (includitig attorneys' 
fees), jud,ments, fines and amounts paid in settlement actu
ally and reasonably incurred by such person in connection 
with such Proceedin'; provided, however, that, except as 
provided in Section 4(d), the fore,oin' shall not apply to ~ 
director or officer of the Corporation with respect to a 
Proceedin' that was com•enced by such director or offic~~. 
Such indemnification shall be a contract ri•ht and shall 
include the right to receive payment in advance of any ox
penses incurred by the Indemnitee in connection with such 
Proceedin,, consistent with the provisions of applicable law 
as then in effect. 

SECTION 2.. Insurance. Contracts and Funding. The 
Corporation:may purchase and maintain insurance to protect 
itself and any person entitled to indemnification under this 
Article XI •••inst any expenses, jud,ments, fines and amounts 
paid in sattle•ant as specified in this Article XI or in
curred by any such person in connection with any Proceeding 
referred to in this Article XI, to the fullest extent per
mitted by applicable law as then in effect. The Corporation 
may enter into contracts with any person entitled to indem
nification under this Article XI in furtherance of the 
provisions of this Article XI and may create a trust fund, 
grant a security interest or use other means (including, 
without limitation, a letter of credit) to ensure the payment 
of such amounts as may be necessary to effect indemnification 
as provided in this Article XI. 
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SECTIO~ 3. Indemnification; ~ot Exclusive Right. 
The ri;(ht of in,J.;mnific;;:ition 1,>rovided in this Article XI 
shall ~ot be "'xclusive of any other rights to which those 
seeking indemnification may ocherwise be ftntitled, and the 
provisions of this Article XI shall inure to the benefit of 
the heirs and legal representatives of any person entitleJ tJ 
indemnity under this Article XI and shall be applicable t•• 
ProceeJings commenced or continuing after the adoption of 
this Article XI, whether arising from acts or omissions 
occurrin~ before or after such adoption. 

SECTION 4. Advance~ent of Expenses; Procedures; 
Presumptions and Effect of Certain Proceedings; Remedies. 
furtherance, but ~ot in limitation of the foregoing provi
sions, the follow ri procedures, presumptions and remedies 
shall apply with t•spect to advancement of expenses and the 
right to indemnification under this Article XI: 

(a) Advancement of Expenses. All reasonable expenses 
incurred by or on behalf of the Indemnitee in connection with 
any Proceeding shall be advanced to the Indemnitee by the 
Corporation within 20 days after the receipt by the Corpora
tion of a statement or statements from the Indemnitee re
questing such advance or advances from time to time, wheth~r 
prior to or after final disposition of such Proceeding. Such 
stotement or statements. shall reasonably evidence the ,,,_ .. 
penses incurred by the 'Indemnitee and, if ~equircd by law at 
the time of such advance, shall include or be accompanied by 
an undertaking by or on behalf of the Indemnitee to repay the 
amounts advanced if it should ultimately be determined that 
the Indemnitee is not entitled to be indemnified against such 
expenses pursuant to this Article XI. 

(b) Procedure for Determination of Entitlement to In
demnificat}on •. (i) to obtain indemnification under this 
Article XI; an Indemnitee shall submit to the Secretary uf 
the Corporation a written request, including such documenta
tion and information as is reasonably available to the In
demnitee and reasonably necessary to determine whether and to 
what extent the Indemnitee is entitled to indemnification 
(the "Supportin( Documentation~). The determination of the 
Indemnitee's entitlement to indemnification shall be made not 
later than SO calendar days after receipt by the Corporation 
of the written request for indemnificQtion together with the 
Supporting Documentation. The Secretary of the Corporation 
sha!l, promptly upon receipt of such a request for indemni
fication, advise the Board of Directors in writing that thn 

·Tndemnitee has requested indemnification. 



. . 

- 18 -

(ii) The Indemnitee's entitlement to indemnificatiun 
under this Article XI shall be determined in one of the 
following ways: (A) by a majority vote uf the Oisinter~sted 
Directors (as hereafter defined), if they constitute a quorum 
of the Board of Directors; (B) by a written opinion of rnde
pendent Counsel (as hereinafter defined) if a quorum of the 
Board of Directors consisting of Disinterested Directors is 
not obtainable or, evl!n if obtainable, a majority of su1.:h 
Disinterested Dirl!ctors so directs; (Cl by the stockholders 
of the Cor~aration (but only if a majority of the Oislnt~c
ested Directors, if thl!Y constitute a quorum of the Board 0f 
Directors, presents the issue of entitlement to indemnifica
tion to the stockholders for their determination); or (D) as 
provided in Section 4(c). 

:iii} In the event the determination of entitlement to 
indemnification is to be made by Independent Counsel pursuant 
to Section 4(b)(ii), a majority of the Disint~rested 
Directors shall sell!ct the Independent Counsel, but only an 
Independent Counsl!l to which the Indemnitee does not reason
ably object. 

(c) Presumptions and Effect of Certain Procel!dings. 
Except as otherwise expressly provided in this Article XI, 
the Indemnitee shall be presumed to be entitli!d to indemnifi
cation under this Article XI upon submission of a rl!quest for 
indemnification tofethe~ with the Supportinf Documentation in 
accordance with Section 4(b)(i), and thereafter the Corpora
tion shall have the burden of proof to overcome that presump
tion in reachinf a contrary determination. In any evl!nt, if 
the person or persons empowered under Section 4(b) to deter
mine entitlement to indemnification shall not have bel!n 
appointed or shall not have made a determination within 60 
days after receipt by the Corporation of the request therefor 
to~ether with the Supportinf Documentation, the Indemnitee 
shall be de•••d. to be entitled to indemnification and the 
Indl!mnitee shall be l!ntitled to such indemnification unless 
(A) the Ind••nitee misrepresented or failed to disclose a 
material fact in ~akinf the request for indemnification or in 
the Supportin( Docu•entatio~ or (B) such indemnification is 
prohibited by law. The termination of any Proceedinf des
cribed in Section 1, or of any clai•, issue or matter 
therein, by judf•ent, order, settlement or conviction, or 
upon a plea of nolo contendere or its equivalent, shall not, 
of itself, adversely affect the ri(ht of the Inaemnitee to 
indemnification or create a presumption that the Indemnitee 
did not act in food faith and in a manner which thl! Indem
nitee rl!asonably believed to be in or not opposed to the best 
interests of the Corporation or, wi~h respect. to any c~iminal 
Procl!edinc, that the Indemnitee had rea~~nable cause to 
b~lieve that his conduct was unlawful. 
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: 

(d) Remedies of Indemnitee. (iJ In the event that a 
determination is made pursuant to Section 4(bJ that the rn
demni tee is not entitled to indemnification under this 
Article XI, (A) the Indemnitee shall be entitled to seek an 
adjudication of his entitlement to such indemnification 
either, at the Indemnitee's sole option, in (xJ an appro
priate court of the State of Delaware or any other court of 
competent jurisdiction or (y) an arbitration to be conducted 
by a single arbitrator pursuant to the rules of the American 
Arbitration Association; (B) any such judicial proceeding or 
arbitration shall be de novo and the Indemnitee shall not be 
prejudiced by reason of such adverse determination; and (CJ 
in any such judicial proceeding or arbitration the Corpora
tion shall have the burden of proving that the Indemnitee is 
not entitled to indemnification under this Article XI. 

(ii) If a determination shall have been made or deemed 
to have been made, pursuant to Section 4(h) or (c), that the 
Indemnitee is entitled to indemnification, the Corporation 
shall be obligated to pay the amounts constituting such 
indemnification within five days after such determination has 
been made or deemed to have been made and shall be conclus
ively bound by such determination unless (A) the Indemnitee 
misrepresented or failed to disclose a materi~l fact in 
making the request for indemnification or in the Supporting 
Documentation or (BJ such indemnification is prohibited by 
law. In the event that (x) advancement of expenses is not 
timely made pursuant to~Section 4(a) or (y) payment of 
indemnification is not made within five calendar days after a 
deter~inatiou of entitlement to indemnification has been made 
or de:emed to have been made pursuant to Section 4(b) or (c), 
the Iademnitee shall be entitled to seek judicial enforcement 
of the Corporation's obligation to pay to the Indemnitee such 
advancement of expenses or inde•nification. Notwithstanding 
the fore(oin(, the Corporation may bring an action, in an 
appropriate court in the State of Delaware or any other court 
of competeDt jurisdiction, contesting the right of the Indem
nitee to receive ind••nification hereunder due to the 
occurrence of an event described in subclause (A) or (B) of 
this clause (ii) (a "Disqualifyin( Event"); provided, 
however, that in any such action the Corporation shall have 
the burden of provin( the occurrence of such DisquBlifying 
Event. 

(iii) The Corporation shall be precluded fro• asserting 
in any judicial proceedin( or arbitration commenced pursuant 
to this Section 4(d) that the procedures and presumptions of 
this Article XI are not valid, bindin( and enforceable and 
shall stipulate in any such court or before any such arbitra
tor that the Corporation is bound by all the provisions of 
this Article XI. 
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(iv) In the event that the Indemnitee, pursuant to this 
Section 4(d), seeks a judici~l adjudication of or an award in 
arbitration to enforce his rights under, or to recover 
damages for breach of, this Article XI, the Indemnitee shall 
be entitled to recover from the Corporation, and shall be 
indemnified by the Corporation against, any expenses actually 
and reasonably incurred by the Indemnitee if the Indemnitee 
prevails in such judicial adjudication or arbitration. If it 
shall be determined in such judicial adjudication or arbitra
tion that the Indemnitee is entitled to receive part but not 
all of the indemnification or advancement of expenses sought, 
the expenses incurred by the Indemnitee in connection with 
such judicial adjudication or arbitration shall be prorated 
accordingly. 

(e) Definition~. For purposes of this Section 4: 

(i) "Disinterested Directorn means a director of 
the Corporation who is not or was not a party to the 
Proceedin' in respect of which indemnification is 
sought by the Indemnitee. 

(ii) nrndependent Counseln means a law firm or a 
member of a law firm that neither presently is, nor in 
the past five years has been, retained to represent: 
(a) the Corporation or the Indemnitee in any matter 
material to either such party or (b) any other party 
to the Proceedin' (ivin' rise to a claim for indemni
fication under this Article XI. Notwithstandin' the 
fore,oin,, the term "Independent Counsel" shall not 
include any peTson who, under the applicable standards 
of professional conduct then prevailin( under th~ law 
of the State of Delaware, would have a conflict of 
interest in representin' either the Corporation or the 
Indeanitee in an action to determine the Indemnitee's 
ri,hts under this Article XI. 

SECTION 5. Effect of Amendments, Neither the amend-
ment or repeal of, nor the adoption of a provision inconsis
tent with, any provision of this Article (includin,, without 
limitation, this Section 5) shall adversely affect the rifhts 
of any director or officer under this Article with respect to 
any Proceedin( co••enced or threatened prior to such amend
ment, repeal or adoption of an inconsistent provision, with
out the written consent of such director or officer. 

SECTION 6. Severability. If any provision or provi-
sions of this Article XI shall be held to be invalid, illegal 
or unenforceable for any reason whatsoever: (a) the validity, 
le,ality and enforceability of the remainin' provisions of 
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this Article XI (including, without limitation, all portions 
of any section of this ~rticle XI containing any such 
provision held to be invalid, illegal or unenforceable, that 
are not themselves invalid, illegal or unenforceab~e) shall 
not in any way be affected or impaired thereby; and (b) to 
the fullest extent possibl~, the provisions of this Article 
XI :including, without limitation, all portions of any 
section of this Article XI containing any such provision held 
to be invalid, illegal or unenforceable, that are not them
selves invalid, illegal or unenforceable) shall be construed 
so as to •iv• effect t~ the lntent =~n1rested by tne ?r.~. 
sion held invalid, illegal or unenforceable. 

SECTION 7. Indemnification of Employees and cgents. 
~otwithstandin' any other provision or provisions of this 
Article XI, the Corporation may indemnify (including, without 
limitation, by direct payment) any person (other than a di
rector or officer of the Corporation) who is or was involved 
in any manner (includin,, without limitation, as a party or a 
witness) or is threatened to be made so involved in any Pro
ceedin' by reason of the fact that such person is or was an 
employee or a'ent of the Corporation, or is or was serving at 
the request of the Corporation as a director, officer, 
employee or agent of another corporation, partnership, joint 
venture, trust or other enterprise (includin,, without 
limitation, any c~ployee benefit plan) a,ainst any or all 
expenses (includin' attorneys' fees), jud,ments, fines and 
amounts paid in settlement incurred in connection with such 
Proceedin,. 

ARTICLE XII 
Amendments 

These Byl•w• may be altered, amended or repealed 
by the Board at any re~ulaT or special meetin' thereof, 
subject to the power of the holders of a majority of the 
outstandinr'stock of the Corporation entitled to vote in 
respect thereof, by their vote 'iven at an annual meeting ur 
at any special meetin,, to alter or repeal any Bylaw made by 
the Board, except aa otherwise expressly provided in the 
Certificate of Incorporation. 
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Exhibit 10-a 

Rev. 12/9/98 

PENs:··)N PLAN FOR RETIRED NON-EMPLOYEE DIRECTORS 
OF 

GEICO CORPORATION 
(Non-Qualified) 

Purpose 

Recognizing that the non-employee directors of GEICO 
Corporation (the "Corporation") are not currently eligible to 
participate in the Pension Plan for the Employees of Government 
Employees Companies (the "Employee Pension Plan"), the Corpora
tion has adopted this special retirement plan in order that re
tired non-employee directors of the Corporation shall receive a 
retirement benefit commensurate with their years of service to 
the Corporation. (Note: This Plan is not a "qualified Plan" 
as defined in the Internal Revenue Code, as amended.) 

Section 1: Definitions 

(a) "Government Employees Companies" includes, but is not 
limited to, the Corporation, Government Employees Insurance Com
pany, GEICO Indemnity Company, Government Employees Financial 
Corporation, Garden State Life Insurance Company and Resolute 
Management Corporation. 

(b) "Non-employee director" means any person who at any 
time after the adoption (and before the termination) of this Pen
sion Plan for Retired Non-Employee Directors of GEICO Corporation 
(the "Directors' Plan") was a director of the Corporation who has 
not served at any time as an officer or employee of one of the 
Government Employees Companies who also is entitled to receive a 
retirement benefit from any qualified or non-qualified retirement 
plan of such Companies based on such employee service. However, 
the Board of Directors of the Corporation, by a two-thirds vote 
(of those present and voting), may determine that such reti·rement 
benefit and any other benefits to be received based on service as 
an employee either (a) are not substantial enough to disquarify 
the director from receiving benefits under this Directors' Plan 
or (b) may be foregone by the director and benefits under this 
Directors'.Plan-substituted therefor. 

Section 2: Benefits 

(a) Non-employee d;.rectors who retire between the ages 
of 65 and 70 inclusive wi-C:h 10 years of service or more shall 
receive an annual benefit for life; payable in monthly install
ments, equal to 75% of the annual director's retainer in effect 
at the time of his or her retirement. 

(b) At the time of; his or her retirement, a non-employee 
director eligible for benefits under Section 2(a) of this Direc-
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tors' Plan may elect to convert his or her retirement income to 
a reduced retirement income (on an actuarially equivalent basis 
determined in accordance with Appendix A) with the provision 
that after his or her death such reduced retirement income will 
be payable to his or her surviving spouse during the life of 
such spouse in the same or a lesser (either 50% or 75%) per
centage as specified by the retired director in such election. 

(c) Non-employee directors who retire between the ages 
of 60 and 64 inclusive with 15 years of service or more shall 
receive, beginning at age 65, an annual benefit for life, payable 
in monthly installments, equal to 75% of the annual director's 
retainer in effect at the time of his or her retirement, provided 
that he or she is then living. 

(d) Upon attaining age 65, a non-employee director 
eligible for benefits under Section 2(c) of this Directors' Plan 
may elect to convert his or her retirement income to a reduced 
retirement income (on an actuarially equivalent basis determined 
in accordance with Appendix A) with the provision that after his 
or her death such reduced retirement income will be payable to 
his or her surviving spouse during the life of such spouse in the 
same or a lesser (either 50% or 75%) percentage as specified by 
the retired director in such election. 

(el Non-employee directors who retire between the ages 
of 65 and 70 inclusive with less than 10 years of service shall 
receive an annual benefit equal to 75% of the annua.l director's 
retainer in effect at the time of his or her retirement, said 
annual benefit to be paid, in monthly installments, for the 
number of years equal to the retired director's years of service 
on the Board of the Corporation, or until his or her death, 
whichever shall first occur. 

(f) At the time of his or her retirement, a non-employee 
director eligible for benefits under Section 2(e) of this Direc
tors' Plan may elect to convert his or her retirement income to 
a reduced re.tirement income (on an actuarially equivalent basis 
determined in accordance with Appendix B) with the provision that 
after his or h~~ death any remaining reduced installments will be 
payable to his or her surviving spouse. Upon the death of such 
spouse any installments not yet due shall be forfeited. 

Section 3: Miscellaneous 

(a) The Corporation shall be under only a contractual 
obligation to make payments when due to a retired director re
ferred to herein, and the amounts of such payments shall not be 
held in trust fo:r:• the retired director, nor shall such payment 
be subject to deferment. 

(b) Nothing contained herej_n shall confer any right on an 
individual to be continued as a memb•~r of the Board or Directors 
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of the Corporation or shall affect the right of the Corporation 
and its shareholders to remove a director from the Board a~ any 
time. 

(c) No person eligible for benefits under the Employee 
Pension Plan also shall be eligible for benefits under the 
Directors' Plan, except as provided in Section 1 hereof. 

(d) The Directors' Plan shall continue in force with 
respect to any retired director until the termination of the 
right of such retired director to receive benefits under the 
Directors' Plan and shall be binding upon any successor to sub
stantially all the assets of the Corporation. The Corporation 
may, however, at any time, amend the Directors' Plan. The 
Corporation may also, at any time, amend the Directors' Plan 
retroactively or otherwise if and to the extent that such action 
is deemed appropriate in light of governmental regulations or 
other legal requirements. 

(e) A retired director receiving benefits under this 
Directors' Plan shall not engage in any activities detrimental to 
any of the Government Employees Companies nor shall such retired 
director serve as an officer, director, employee or consultant, 
or in an~' similar capacity, of or to any company in direct 
competition with any of the Government Employees Companies. 

(fl Notwithstanding any provision to the contrary in this 
Directors' Plan, in the event (i) the Board of Directors of the 
Corporation (or, if approval of the Board is not required as a 
matter of law, the shareholders of the Corporation) shall approve 
(a) any consolidation or merger of the Corporation in which the 
Corporation is not the continuing or surviving corporation or 
pursuant to which shares of Corporation Common Stock would be 
converted into cash, securities or other property, other than a 
merger of the corporation in which the holders of Common Stock 
immediately prior to the merger have the same proportionate 
ownership of common stock of the surviving corporation immediate
ly after the merger, or (b) any sale, lease, exchange or other 
transfer (in one transaction or a series of related transactions) 
of all, or substantially all, the assets of the Corporation or 
(c) the adoption of any plan or proposal for the liquidation or 
dissolution of the Corporation, or (ii) any person (as such term 
is defined in Section 13(d) of the Securities Exchange Act of 
1934 as amended (the "Exchange Act")), corporation or other 
entity other than the Corporation shall make a tender offer or 
exchange offer to acquire any Common Stock (or securities con
vertible into common Stock) for cash, securities or any other 
consideration; provided that (a) at least a portion of such 
securities sought pursuant to the offer in question is acquired 
and (b) after consummation of such offer, the person, corporation 
or other entity in question is the "beneficial owner" (as such 
term is defined in Rule l3d-3 under the Exchange Act), directly 

. 
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or indirectly, of 20% or more of the outstandinq Com~on Stock 
(calculated as provided in paragraph (d) of such Rule 13d-3 in 
the case of rights to acquire Common Stock), then any director 
who has been such for one year or more shall receive an immediate 
benefit as follows: 

(1) Such benefit shall be immediately due in a single 
payrnen t. 

(2) Such benefit shall be the actuarial equivalent of the 
benefits the director would have received for all 
years of service as a director to the date any of the 
events specified in subsection (f) (i) or (ii) occurs, 
applied as if he or she was age 65 and then retired 
pursuant to the terms of this Directors' Plan, at the 
same annual retainer then in effect. A director over 
age 65 at such date shall have his or her benefit 
calculated based on his or her actual age. 

(3) Such benefit shall be determined by the Enrolled 
Actuary for the Ernp:oyee Pension Plan using interest 
and mortality assumr-tions consistent with those used 
in the calculation of the retirement factors then 
applicable for the Employee Pension Plan. 

(4) A retired director may elect to continue to receive 
his or her monthly retirement benefit or to receive 
its actuarial equivalent in a single payment. 

(g) No right or interest of a director or retired di
rector under the Directors' Plan shall be subject to voluntary 
or involuntary alienation, assignment or transfer of any kind. 

(h) The administration of the Directors' Plan shall be 
the responsibility of the Human Resources Committee of the Board 
of Directors, or such other person or entity as the Corporation 
shall designate. Decisions of such administrate~ of the Direc
tors' Plan shall be final and binding upon the Corporation, and 
upon its direcfors and retired directors. 

(i) The Directors' Plan shall be construed, regulated and 
administered for all purposes according to the laws of the State 
of Delaware and the United States. 

(j) This Plan shall be effective as of August 21, 1985. 
sections 2(c) and 2(d), as amended, shall be effective January l, 
1989. 

Pension:Amd 
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GOVEIDMENT EMPIDYEES CCMPANIES 
FACTORS TO BE APPLIED TO EMPIDYEE 'S !IBI'IREMENT INCOME TO DEI'ERMINE 

INCXX>IB UNDER COOTIN::iENT ANNUITANT OPTICN IF 100% OF SUCH INCCW: 
:iS CCNTINUED TO CCN'rINGENT ANNUITANT 

PENSICNER'S REI'IREMENT AGE 

Age of 
Beneficiary 46 47 48 49 50 51 52 53 54 55 -

26 .869 .860 .851 .842 .832 .822 .811 .800 .790 .778 

27 .871 .8fj3 .854 .844 .fl34 .824 .814 .803 .792 .781 

28 .874 .863 .856 .846 .837 .827 .817 .806 • 794 .783 

29 .876 .868 .858 .849 .839 .829 .819 .808 .797 • 7(35 

30 .878 ,970 .861 .852 .842 .832 .821 .811 .800 .788 

31 .801 .873 .86? . 854" .845 .835 .824 .814 .803 . 791 

32 .883 .875 .866 .857 .848 .838 .827 .816 .806 .795 

33 .886 .878 .868 .860 .850 .841 .830 .819 .808 .797 

34 .889 .881 .871 .862 .853 .844 8'' . ~- .823 .812 .800 

35 .891 .883 .874 .865 .856 .847 .837 .826 .815 .804 

36 .894 .886 .877 .868 .859 .850 .840 .830 .819 .807 

37 .897 .889 .880 .871 .862 .853 .843 .833 .822 .811 

38 .900 .892 .883 .875 .866 .856 .846 .836 .826 .814 

39 .902 .895 .886 .878 .869 .860 .850 .840 .829 .818 

40 .905 .898 .890 .881 .872 .863 .854 .843 .833 .822 

41 .908 .901 .893 .885 .876 .867 .857 .847 .837 .826 

42 .911 .904 .896 .888 .880 .871 .861 .851 .841 .830 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



GOVEffi'MENT EMPIDYEES CCMPANIES 
FACTORS TO BE APPLIED TO EMPIDYEE' S RErIREMENT lNCXJME TO DEI'ERMINE . . 

lNOJME UNDER CONTJN3ENT ANNUITANT OPTIOO IF 100% OF SUCH IOCCME 
IS CCNrINUED TO COOTINGENT ANNUITANT 

PENSIOOER'S RErIREMENI' AGE 

Age of 
Beneficim:y 46 47 48 49 50 51 52 53 54 55 -

43 .914 .907 .899 .891 .883 .874 .865 .855 .845 .835 

44 .917 .911) .903 .895 .887 .878 .869 .859 .849 .839 

45 .920 .913 .906 .898 .890 .882 .873 .864 .854 .843 

46 .923 .916 .909 .902 .894 .885 .877 .868 .858 .848 

47 .926 .920 .913 .905 .898 .889 .881 .872 .863 .852 

48 .929 .922 .916 _909· .901 .893 .885 .876 .867 .85\i 

49 .932 .926 .919 .912 .905 .897 .889 .880 .871 .861 

50 .934 .929 .923 .916 .909 .901 .893 .885 .876 .866 

51 .938 .932 .926 .919 .913 .905 .897 .888 .880 .871 

52 .940 .935 .929 .923 .916 .908 .901 .893 .884 .876 

53 .943 .938 .932 .926 .920 .912 .905 .897 .889 .880 

54 .946 .941 .936 .929 .923 .917 .909 .902 .893 .885 

55 .949 .944 .938 .933 .927 .920 .913 .906 .898 .889 

56 .952 .947 .942 .936 .930 .924 .917 .910 .902 .895 

57 .954 .949 .944 .939 .934 .927 .921 .914 .907 .899 

58 9" .952 .947 .942 .937 .931 .925 .918 .911 .904 

59 .959 .955 .950 .945 .940 .935 .928 .922 .915 .908 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



GOVERN>IENT EMPIDYEES CCMPANIES 
FlCTORS TO BE APPLIED TO EMPIDYEE' S REI'IREMENT INCOME TO DEI'ERMINE 

INCOME UNDER CONTJNGENT ANNUITANT OPTION IF 100% OF SUCH INCCME 
rs C<NrINUED TO C<NrINGENr ANNUITANT 

PENSICNER Is REI'IREMENT AGE 

Age of 
Beneficiary 46 47 48 49 so Sl S2 S3 S4 SS - - -

60 .961 .9S8 .9S3 .948 .944 .938 .932 .927 .920 .912 

6i .963 .96p .9S6 .9Sl .9-16 .941 .936 .930 .924 .917 

62 .966 .962 .9S9 .9SS .9SO .94S .940 .934 .928 .922 

63 .968 .96S .961 .9S7 .9S3 .948 .943 .938 .932 .926 

64 .970 .967 .963 .960 .9S6 .9S2 .946 .942 .936 .930 

6S .972 .969 .966 .963. .9S9 .9S4 .9SO .94S .940 .934 

66 .974 .971 .968 .964 .961 .9S7 .9S3 .948 .944 .938 

67 .976 .973 .970 .967 .964 .960 .9S6 .9S2 .947 .942 

68 .978 .97S .972 .970 .966 .963 .9S9 .9SS .9Sl .94S 

69 .979 .977 .97S .971 .968 .96S .961 .9S8 .9S4 .949 

70 .981 .979 .976 .974 .971 .968 .964 .961 .9S7 .9S3 

71 .982 .980 .978 .976 .973 .970 .967 .964 .960 .9S6 

72 .984 .982 .980 .978 .975 .972 .970 .967 .963 .959 

73 .98S .983 .981 .979 .977 .97S .971 .969 .96S .962 

74 .986 .984 .983 .981 .979 .976 .974 .971 .968 .965 

75 .987 .986 .984 .982 .981 .978 .976 .973 .971 .968 

76 .988 .987 .98S .984 .982 .980 .978 .976 .973 .970 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 3S%-M; 6S%-F 



Fqe of 
Beneficiary 

77 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

GOVERN>!ENT EMPLOYEES CCMPANIES 
FAC'l'ORS TO BE APPLIED TO EMPLOYEE'S RETIREMENT INCOME TO DETERMINE 

INCOME UNDER CONTnm:NT ANNUITANT OPTION IF 100% OF SUCH IOCCME 

46 -

.989 

.990 

.991 

.992 

.993 

.994 

.994 

.994 

.995 

.996 

.996 

.996 

.996 

IS CCNrINUED TO CONTINGENT ANNUITANT 
PENSICNER Is RETIREMENT AGE 

47 48 49 50 51 '52 -

.988 .987 •. 985 .984 .982 .980 

.98,9 .987 .987 .985 .9fl3 .981 

.990 .989 .987 .986 .984 .983 

.991 .990 .989 .987 .986 .984 

.992 .991 .989 .989 .987 .986 

.993 .992 .990" .989 .988 .987 

.994 .993 .991 .990 .989 .988 

.994 .993 .992 .991 .990 .989 

.994 .994 .993 .992 .991 .990 

.995 .994 .994 .993 .992 .991 

.996 .995 .994 .994 .993 .992 

.996 .996 .995 .994 .994 .993 

.996 .996 .996 .995 .994 .993 

1971 TPFC FORECAST MORTALITY - 6% INrEREST 
UNISEX TABLE: 35%-M; 65%-F 

53 54 

.978 .976 

.979 .977 

.981 .979 

.983 .981 

.984 .982 

.986 .984 

.987 .986 

.988 .987 

.989 .988 

• 0 90 .989 

.991 .990 

.992 .991 

.993 .992 

55 

.973 

.975 

.977 

.979 

.981 

.982 

.984 

.985 

.986 

.988 

.989 

.990 

.991 



@) GOVEIMIBNT EMPID't"EES CCMPANIES 
FllCTORS TO BE APPLIED TO EMPIDYEE' S REI'IREMENT INCOME TO DEI'ERMINE 

INCOOE UNDER COOTIN:;ENT ANNUITANT OPTION IF 100% OF SUCH It'K::OME 
IS CCN.rINUED TO CONTINGENT ANNUITANT 

PENSIONER'S REI'IREMENT AGE 

Age of 
Beneficiary 56 57 58 59 60 61 62 63 64 65 -

26 .766 .754 • 741 • 728 • 715 .701 .686 .671 .657 .641 

27 .768 • 75,6 • 743 • 730 .717 • 703 .689 .674 .659 .644 

28 .771 .759 .746 .733 .719 .705 .691 .677 .662 .646 

29 • 774 .761 .749 .736 .722 .708 .694 .679 .664 .648 

30 .776 • 764 .751 .738 .725 • 711 .697 .682 .667 .651 

31 .779 .767 .754 • 741· • 728 .714 • 700 .685 .670 .654 

32 .782 .770 . 757 .744 .731 .717 .703 .688 .672 .657 

33 .785 .773 .761 .748 .734 .720 .706 .691 .676 .660 

34 .788 .776 • 764 .751 • 737 .724 .710 .694 .679 .664 

35 .792 .780 .767 .754 .741 .727 .713 .698 .682 .666 

36 .796 • 784 .771 • 758 .745 .731 • 716 .702 .686 .670 

37 .799 .787 • 775 .762 .749 .735 • 720 .705 .690 .674 

38 .803 .791 .778 .765 .752 • 738 .724 .709 .694 .678 

39 .807 .795 .782 • 770 . 757 .743 .728 • 713 .698 .683 

40 .811 .799 • 787 . • 774 • 761 .746 • 732 . 718 • 702 .687 

41 .815 .803 .791 • 778 .765 .751 .737 • 723 .707 .692 

42 .819 .808 .795 .782 .,.,n 
• I IV .756 .742 .727 .712 .696 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



GOVER™ENT EMPIDYEES CCMPANIES 
FACTORS TO BE APPLIED TO EMPIDYEE'S REI'IREMENT INCCME TO DErERMINE 

INCXJME UNDER CCNTIN3ENT ANNUITANT OPTICN IF 100% OF SUCH INCCME 
IS C<Nl'INUED TO CCNrINGENT ANNUITANT 

PENSICNER Is REI'IREMENT AGE 

Jlqe of 
Beneficiary 56 57 SB 59 60 61 62 63 64 65 -

43 .B24 .Bl2 .BOO .7B7 .774 .760 .746 . 732 . 717 • 701 

44 .82B .8lp .B04 • 792 .779 • 765 .752 .737 • 722 • 706 

45 .B33 .B21 .B09 .797 .784 .771 .757 .742 . 727 • 711 

46 .B37 .B26 .Bl4 .B02 .7B9 .776 .762 • 74B .733 . 716 

47 .842 .B31 .Bl9 .B07 .794 .7Bl .767 .753 • 7JB .722 

48 .846 .B36 • B24 .Bl3 • .800 .7B6 .773 .759 .744 .728 

49 .BSl .B41 .B29 .BlB .BOS • 792 .779 .764 .750 • 734 

50 .B56 .846 .B34 .B23 .Bll .79B .7BS • 770 .756 .740 

51 .B61 .BSO .B40 .B29 .B16 .B03 • 791 .777 • 762 .747 

52 .B66 .B56 .845 .B34 .822 .B09 .797 .7B3 .76B .753 

53 .B70 .B61 .BSO .B39 .B27 .BlS .B03 .789 .775 .760 

54 .B76 .B66 .B56 .B45 .B33 .B22 .B09 .796 .7Bl .766 

55 .BBl .871 .B62 .B51 .840 .B2B .BlS .B02 .7BB .773 

56 .BB6 .B76 .867 .B56 .B45 .834 .821 .808 • 795 .780 

57 .891 .B82 .B72 .862 .852 .840 .828 .815 .801 • 787 

58 .B95 .887 .877 .868 .857 .846 .835 .822 .808 .795 

59 .901 .892 .8B3 .874 .B64 .852 .841 .829 .816 .802 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



CDVE~ EMPIDYEES CCMPANIES 
Fl\C'l'OOS TO BE APPLIED TO EMPIDYEE'S REI'!REMENT INCa.IB TO DEI'ERMINE 

INCDIB UNDER CCNrm:;ENT ANNUITANT OPTION IF 100% OF SUCH INCCME 
IS CCNTINUED TO CONTINGENT ANNUITANT 

PENSIONER'S RETIREMENT AGE 

Age of 
Beneficiary 56 57 58 59 60 61 62 63 64 65 - -

60 .905 .897 .888 .879 .869 .859 .848 .836 .823 .810 

61 .910 .90? .894 .885 .875 .866 .854 .843 .831 .817 

62 .915 .907 .899 .891 .882 .871 .861 .850 .838 .825 

63 .919 .912 .904 .896 .887 .878 .867 .856 .845 .832 

64 .924 .917 .910 .902 .893 .884 .874 .863 .852 .840 

65 .928 .922 .915 .907 " .898 .890 .881 .870 .859 .848 

66 .933 .926 .920 .913 .905 .896 .887 .877 .866 .855 

67 .937 .931 .924 .918 .910 .902 .893 .884 .873 .862 

68 .941 .935 .929 .923 .916 .908 .899 .890 .880 .870 

69 .945 .939 .933 .927 .921 . 913 .905 .896 .888 .877 

70 .948 .943 .938 .932 .925 .919 .911 .903 .894 .884 

71 .952 .947 .942 .937 .930 .924 .917 .909 .900 .891 

72 .955 .950 .946 .941 .935 .928 .922 .915 .907 .897 

73 .959 .955 .950 .945 .940 .934 .927 .920 .912 .904 

74 .962 .958 .954 .949 .944 .938 .932 .925 .918 .910 

75 .965 .961 .957 .952 .948 .943 .937 .931 .924 .916 

76 .967 .964 .960 .957 .952 .947 .942 .935 .929 .922 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 

------- -- --------



Jli;je of 
Beneficiary 

77 

7B 

79 

BO 

81 

B2 

B3 

B4 

B5 

B6 

B7 

BB 

B9 

GOVERN-!ENT EMPIDYEES CCM'ANIES 
FACTORS TO BE APPLIED TO EMPIDYEE'S RETIREMENT INCOME TO DEI'ERMINE 

INCX>ME UNDER CCNTIN3ENTANNUITANT OPTICN IF 100% OF SUCH INCCME: 

56 

.970 

.972 

.975 

.977 

.979 

.9Bl 

.9B2 

.9B4 

.9B5 

.9B6 

.9BB 

.9B9 

.990 

IS CCNI'INUED TO CCNI'INGENT ANNUITANT 
PENSICNER' S RETIREMENT AGE 

57 5B 59 60 61 62 

.967 .963 .960 .956 .951 .946 

.96~ .966 .963 .959 .954 .950 

.972 .969 .966 .962 .959 .954 

.974 .972 .969 .965 .962 .95B 

.976 .974 .971 .96B .965 .961 

.979 .976 .974. .971 .96B .964 

.9Bl .979 .976 .973 .970 .96B 

.9B2 .9BO .97B .976 .973 .970 

.9B4 .9B2 .9BO .97B .975 .973 

.9B5 .9B4 .9B2 .9BO .977 .975 

.9B6 .9B5 .9B4 .9B2 .9BO .977 

.9BB .9B6 .9B5 .9B3 .9B2 .9BO 

.9B9 .9B7 .9B6 .9B4 .9B3 .9Bl 

1971 TPFC EDRECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 

63 64 

.941 .934 

.945 .939 

.949 .944 

.953 .94B 

.957 .952 

.961 .956 

.964 .959 

.967 .963 

.969 .966 

.972 .969 

.974 .972 

.977 .974 

.979 .976 

65 

.928 

.932 

.93B 

.943 

.947 

.951 

.955 

.959 

.962 

.965 

.96B 

.971 

.974 



GOVEffil.IENT EMPIDYEES CCMPANIES 
FACTORS TO BE APPLIED TO EMPIDYEE'S RETIREMENT INCCME TO DETERMINE 

INcniJE UNDER crnTIN3ENT ANNUITANT OPTICN IF 100% OF SUCH INCCME 
IS CCNI'INUED TO COOTINGENr ANNUITANT 

PENSICNER'S RETIREl>IENT AGE 

Jlqe of 
Beneficiary 66 67 68 69 70 71 72 73 74 75 

1· - - - - - - - - - -

26 .625 .609 .592 .576 .559 .542 .526 .509 .492 .475 

27 .628 .61,1 .595 .578 .561 .544 .527 .510 .494 .477 

28 .629 .614 .597 .580 .564 .547 .529 .513 .496 .479 

29 .632 .616 .599 .583 .566 .549 .532 .514 .498 .481 

30 .635 .619 .602 .586 .569 .551 .534 .517 .500 .483 

31 .638 .622 .605 .588" .571 .554 .537 .520 .502 .485 

32 .641 .624 .608 .591 .574 .556 .540 .522 .505 .488 

33 .644 .628 .611 • 594 .577 .560 .542 .525 .508 .491 

34 .647 .631 .614 .597 .580 .562 .545 .528 .511 .493 

35 .651 .634 .618 .601 .584 .566 .548 .531 .513 .497 

36 .654 .638 .621 .604 .586 .569 .552 .534 .517 .499 

37 .658 .641 .625 .608 .591 .573 .555 .538 .520 .503 

38 .662 .646 .628 .611 .594 .576 .559 .541 .524 .506 

39 .666 .649 .633 .616 .598 .581 .563 .545 .527 .510 

40 .670 .654 .637 .620 .602 .584 .567 .549 .532 .514 

41 .675 .658 .641 .624 .606 .589 .571 .554 .535 .518 

42 .680 .663 .646 .629 .611 .593 .575 .558 .540 .522 

1971 TPFC FORECAST MORTALITY - 6% INI'EREST 
UNISEX TABLE: 35%-M; 65%-F 



GOVERNMENT F.MPI.OYEES CCW'ANIEi:: 
FACTORS TO BE APPLIED TO EMPI.OYEE'S RETIREMENT INCOME TO DETERMJNE 

INCXJME UNDER CCNTINGENT ANNUITANT OPTICN IF 100% OF SUCH IN'.:Cl-IE 
IS cx.m'INOED TO CCNI'INGENT ANNUITANT 

PENSICNER'S RETIREMENT AGE 

N;Je of 
Beneficiary 66 67 68 69 70 71 72 73 74 7-5 

43 .685 .668 .651 .633 .616 .598 .580 .562 .544 .526 

44 .689 .6(3 .656 .639 .621 .603 .585 .567 .549 .531 

45 .695 .678 .661 .644 .026 .608 .590 .572 .554 .536 

46 .700 .684 .667 .650 .632 .614 .596 .577 .559 .541 

47 .706 .689 .672 .655 .638 .620 .601 .583 .565 .546 

48 • 712 .696 .679 .66r .643 .· .625 .607 .589 .570 .552 

49 • 718 • 701 .685 .667 .650 .632 .614 .595 .577 .558 

50 • 724 • 708 .691 .674 .656 .638 .620 .601 .583 .564 

51 • 731 • 714 .698 .680 .663 .645 .627 .608 .589 .570 

52 .737 • 721 .704 .687 .669 .651 .633 .615 .596 .578 

53 .744 • 728 .712 .694 .676 .658 .640 .621 .6CJ3 .584 

54 • 751 .735 • 718 • 701 .684 .665 .647 .629 .611 .592 

55 • 758 • 742 . 726 .709 .691 .673 .655 .637 .618 .599 

56 . 766 .749 .733 .716 .699 .681 .663 .644 .626 .607 

57 .773 • 757 .740. • 724 .707 .689 .671 .653 .634 .615 

58 .780 .765 .748 .732 • 715 .697 .679 .661 .643 .624 

59 .788 .773 • 757 .741 .724 .706 .688 .669 .651 .632 

1971 TPFC FORECAST MORTALITY - 6% INI'ERE.ST 
UNISEX TABLE: 35%-M; 65%-F 



" -· "".'_,---~ 

GClVEfilMENT EMPIDYEES COMPANIES 
Fl\CTORS TO BE APPLIED TO EMPIDYEE' S REI'IREMENT INCOOE TO DEI'ERMINE 

INCXlME UNDER OCNTm.:iENT ANNUITANT OPTICN IF 100% QF SUCH IOCCME 
IS CCNI'INUED TO COOTINGENT ANNUITANI• 

PENSICNER 1 S REI'TI-:EMENT AGE 

1\ge of 
Beneficiary 66 67 68 69 70 71 72 73 74 75 

60 .796 .781 .765 .749 • 732 • 715 .697 .679 .660 .641 

61 .803 • 7811 • 773 .757 .740 .,723 .706 .688 .670 .651 

62 .811 .797 • 781 .766 .749 • 733 .715 .698 .679 .660 

63 .819 .805 .790 .775 .759 .?42 .725 .707 .688 .670 

64 .827 .813 .799 • 784 • 768 .752 .735 .717 .699 .680 

65 .835 .821 .807 • 792' .777 .761 .745 . 727 .709 .691 

66 .843 .629 .816 .801 • 787 . 771 . 754 .737 • 719 .710 

67 .850 .838 .825 .810 • 796 ,780 . 764 • 747 .730 .712 

68 .858 .846 .833 .819 .805 . 790 • 774 .758 • 741 .723 

69 .866 .854 .841 .828 .814 .800 . 784 .768 .752 .734 

70 .873 .862 .850 .837 .823 .809 .794 .779 • 762 . 746 

71 .881 .870 .858 .845 .833 .819 .804 .789 • 773 .756 

72 .888 .877 .866 .854 .841 .828 .814 .799 .784 • 768 

73 .895 .885 .874 .862 .850 .83.7 .824 .809 .794 . 779 

74 .901 .891 .881 .871 .859 .847 .833 .819 .805 .790 

75 .908 .899 .889 .878 .867 .855 .843 .829 .815 .801 

76 .914 .906 .896 .886 .875 .864 .852 .839 .825 .811 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



1\ge of 
Beneficiary 

77 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

~ EMPIDYEES CCMPANIES 
Fl\C'IORS TO BE APPLIED TO EMPIDYEE' S REI'IREMENT INCCME TO DETERMINE 

INCOME u'NDER CCNTJN3ENT ANNUITANT OPTION IF 100% OF SUCH IOCCME 

66 

.920 

.926 

.931 

.936 

.941 

.946 

.950 

.954 

.958 

.962 

.965 

.968 

.970 

IS CCNrINUED TO COOTINGENT ANNUrrANT 
PENSIOOER' S REI'IREMENT AGE 

67 68 69 70 71 72 

.912 .903 .893 .883 .872 .861 

.9+8 .910 .901 .891 .881 .869 

.924 .916 .907 .898 .889 .878 

.929 .922 .914 .905 .896 .886 

.935 .928 .920 .912 .903 .893 

.940 .933 .926' .918 .910 .901 

.945 .938 .932 .924 .917 .908 

.949 .943 .937 .930 .923 .915 

.953 .948 .942 .935 .929 .921 

.957 .952 .946 .941 .934 .927 

.961 .956 .951 .946 .939 .933 

.964 .959 .955 .950 .944 .938 

.967 .963 .959 .954 .949 .943 

1971 TPFC FORECAST MORTALITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 

73 74 

.848 .836 

.858 .845 

.867 .854 

.876 .864 

.884 .873 

.892 .881 

.899 .889 

.906 .897 

.913 .905 

.919 .911 

.926 .91.8 

.931 .924 

.937 .930 

75 

.821 

.832 

.842 

.851 

.861 

.870 

.879 

.887 

.895 

.902 

.909 

.916 

.923 



GOl/EruMEN'I' EMPWYEES CCW'ANIES 
FACTORS TO BE APPLIED TO EMPWYEE' S REl'IREl>IENT INCCME TO DEI'ERMINE 

INCXlME UNDER COOTIN3ENT ANNUITANT OPTICN IF 100% OF SUCH INCCME 
IS CCNI'INUED TO COOTINGENr ANNUITA11T 

PENSICNER'S RETIREMENI' 1\GE 

Age of 
Beneficiary 76 77 78 79 80 81 82 83 U4 85 

26 .459 .442 .426 .410 .394 .379 .364 .348 .334 .320 

27 .460 .44,4 .428 .412 .396 .380 .365 .350 .335 .321 

28 .462 .445 .430 .414 .398 .382 .366 .351 .336 .322 

29 .465 .448 .431 .416 .399 .384 .368 .353 .338 .324 

30 .466 .450 .434 .417 .402 .386 .370 .355 .339 .325 

31 .469 .452 .436 .419" .403 .387 .372 .357 .341 .327 

32 .471 .454 .438 .422 .405 .390 .374 .358 .343 .328 

33 .474 .456 .440 .424 .408 .392 .376 .360 .345 .331 

34 .476 .459 .442 .426 .410 .394 .378 .362 .347 .332 

35 .479 .462 .445 .429 .412 .397 .381 .364 .349 .334 

36 .482 .465 .448 .431 .415 .399 .383 .367 .351 .337 

37 .485 .468 .451 .434 .418 .401 .386 .369 .354 .339 

38 .489 .472 .454 .437 .421 .404 .388 .373 .356 .342 

39 .492 .475 .458 .441 .424 .407 .391 .375 .360 .344 

40 .496 .479 .461 .444 .427 .411 .394 .378 .362 .347 

41 .500 .482 .465 .448 .431 .414 .398 .381 .366 .350 

42 .504 .486 .469 .452 .435 .418 .401 .384 .369 .353 

1971 TPFC FORECAST MORTALITY - 6% INI'EREST 
UNISEX TABLE: 35%-M; 65%-F 



' 

GOVERN-!ENT EMPIDYEES CC»IPANIES 
F.l\Cl'ORS TO BE APPLIED TO EMPIDYEE' S REI'IREMENT INCOOE TO DETERMINE 

INCCM: UNDER cr'NrIN3ENT ANNUITANT OPTICN IF 100% OF SUCH INCOOE 
IS CCNrINUED TO CCNI'INGENT ANNUITANT 

PENSI<NER'S REI'IREMENI' AGE 

hJe of 
Beneficiary 76 77 79 79 BO 81 92 93 84 85 -

43 .509 .491 .473 .456 .439 .422 .405 .388 .372 .357 

44 .513 .49? .477 .460 .443 .426 .409 .392 .376 .360 

45 .518 .500 .482 .465 .448 .430 .413 .396 .380 .364 

46 .523 .504 .487 .469 .452 .435 .417 .401 .383 .368 

47 .528 .510 .492 _.;74 .457 .439 .422 .405 .388 .372 

48 .534 .515 .497 .480' .462 .444 .427 .409 .39.3 .376 

49 .540 .521 .503 .485 .467 .449 .432 .414 .397 .181 

50 .545 .527 .509 .491 .473 .455 .437 .420 .402 .386 

51 .552 .534 .515 .497 .479 .461 .442 .425 .407 .390 

52 .559 • 540 .521 .503 .485 .467 .448 .431 .413 .396 . 

53 .565 .547 .528 .510 .491 .473 .454 .437 .418 .401 

54 .573 .554 .535 .516 .498 .479 .461 .443 .425 .407 

55 .580 .561 .542 .523 .505 .486 .467 .449 .431 .413 

56 .588 .569 .550 .531 .512 .494 .475 .456 .438 .420 

57 .596 .577 .558 .539 .520 .501 .482 .464 .• 445 .427 

58 .604 .585 .566 .547 .528 .509 .490 .471 .452 .434 

59 .613 .594 .575 .556 .537 .517 .498 .479 .460 .442 

1971 TPFC FORECAST MORTALITY - 6% INI'EREST 
UNISEX TABLE: 35%-M; 65%-F 



GOVER!iMENT EMPLOYEES CCWANIES 
FACTORS TO BE APPLIED TO EMPIOYEE' S RETIREMENT Th'CCNE TO DEI'ERMINE . . 

INaM: UNDER CXlNTINGENT ANNUITANT OPTICN Il' 100% OF SUCH INCCME 
IS CCN!'INUED TO CONTINGENT 11.NNUITANT 

PENSI.CNER' S RETIREMENT AGE 

Age of 
Beneficiary 76 77 78 79 80 81 82 83 84 85 

60 .623 .603 .584 .565 .545 .526 .507 .488 .468 .450 

61 .631 .61,2 .593 .574 .555 .535 .516 .496 .477 .459 

62 .642 .622 .603 .584 .565 .545 .525 .506 .487 .467 

63 .651 .632 .613 .594 .575 .555 .535 .515 .496 .477 

64 .661 .643 .624 .604 .585 .566 .546 .526 .506 .487 

65 .673 .654 .634 .615' .596 .577 .557 .537 .516 .497 

66 .683 .664 .645 .627 .607 .588 .567 .548 .528 .508 

67 .694 .676 .657 .638 .618 .599 .579 .559 .539 .520 

68 .706 .687 .668 .650 .630 .610 .591 .571 .551 .531 

69 • 717 .698 .680 .661 .643 .623 .603 .583 .563 .543 

70 • 728 • 710 .691 .673 .654 .635 .615 .595 .575 .555 

71 .739 • 722 • 703 .685 .667 .648 .628 .608 .588 .568 

72 . 751 .734 • 716 .698 .679 .660 .641 .621 .601 .581 

73 .762 .745 .728 • 710 .692 .673 .654 .634 .614 .594 

74 .773 • 757 • 740 . • 722 • 704 .686 .667 .648 .627 .608 

75 • 784 .769 .752 .735 • 717 .699 .680 .661 .641 .622 

76 .796 • 780 • 764 .747 • 730 • 712 .694 .675 .655 .636 

1971 TPFC FORECAST MORTJ!J,ITY - 6% INTEREST 
UNISEX TABLE: 35%-M; 65%-F 



lv;je of 
Beneficiary 

77 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

mvEfilMENI' EMPLOYEES CCMPANIES 
Fl'.CTORS TO BE APPLIED TO EMPLOYEE'S RETIREMENT INCOME TO DEI'ERMINE 

IN<XME UNDER CXJNTINGENT ANNUITANT OPTICN IF 100% OF SUCH IOCCME 

76 

.807 

.818 

.828 

.838 

.848 

.858 

.867 

.876 

.884 

.892 

.901 

.908 

.914 

IS CCNTINUED TO CON!'INGENT ANNUITANT 
PENSICNER'S RETIREMENT AGE 

77 78 79 80 81 82 

.792 .776 .760 .743 • 725 .707 

.80~ • 788 • 772 .756 .738 .721 

.814 .799 • 784 .768 .752 • 734 

.825 .810 .796 .780 .764 .747 

.835 

.845 

.855 

.864 

.874 

.882 

.890 

.898 

.906 

.822 .807 .792 .776 .760 

.832 .818 ' .803 .789 .773 

.843 .829 .815 .801 .785 

.852 .840 .827 .812 .797 

.862 .850 .837 .823 .809 

.871 .859 .847 .834 .821 

.880 .869 .857 .844 .831 

.888 .878 .867 .855 .842 

.896 .886 .876 .864 .852 

1971 TPFC FORECAST MORTALITY - 6% INI'ERE.ST 
UNISEX TABLE: 35%-M; 65%-F 

83 84 

.688 .670 

.702 .684 

.716 .698 

.729 • 711 

.743 • 725 

.756 .739 

.769 .752 

.782 .765 

.793 .778 

.805 .790 

.817 .802 

.828 .814 

.839 .825 

. . 

85 

.650 

.665 

.679 

.693 

.707 

.721 

• 734 

.748 

.762 

• 774 

.787 

.799 

.812 



GEICD CORroRATIOO -- NON-EMPIDYEE DIRB:TORS 
. 

!eduction Factor for Joint & Survivor Option 
. 

AGE 1 2 3 4 5 6 7 8 9 10 

65 .9933 .9858 .9782 .9704 .9625 .9545 .9465 .9384 .9303 .9222 

66 .9927 .9844 .9760 .9674 .9588 .9502 .9414 .9327 .9240 .9153 

67 .9918 .9827 .9735 .9642 
' 

.9548 .9454 .9360 .9265 .9172 .9080 
68 .9910 .9810 .9709 .9607 .9505 .9403 .9301 .9200 .9101 .9004 

69 .9901 .9791 .9681 .9569 .9458 .9347 .9238 .9130 .9025 .8922 

70 .9891 .9770 .9648 .9527 .9406 .9287 .9170 .9055 .8944 .8836 

,, 
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Exhibit 10-j 

GEICO CORPORATION & GEICO - 1989 BONUS PLAN 

BONUS POOL: Performance of the enterprise will be measured by nur 
Board against the 1989 Business Plan with focused attention on 
results compared with the selected key goals of: 

(a) A voluntary all lines underwriting ratio (natural): for 
GEICO/GEICO General auto of 97%, adjusted for six-month 
premiums4 

(b) servig: will be judged against the FACT letter results 
for auto. An increase of 1.8 points in the combined 
score over the 12/88 results will be considered 
satisfactory progress. 

(c) expense ratios: management of productivity and of our 
expense ratios continue to be a core strategy to return 
GEICO to its preeminence as the low cost operator. An 
improvement of .5 points for the general expense and Loss 
adjustment expense ratios combined would be good progress. 

(d) controlled i;;rowth: will be judged against the sevet-al 
goals in the Business Plan relating to new sales and to 
written premium. We will consider 5% real growth in 
voluntary written premium after making appropriate 
adjustments for rate inflation and adjusted for 
six-month premiums 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 salaries with a target 
of 20% if all goals wer~ just met. Results against the Company 
goals listed above will determine approximately two-thirds of the 
bonus pool, while Corporate results will account for the remainder. 

Corporate Goal 

A return on equity which places us in the top 
quartile of American business and a 15% growth in 
the earning power of the enterprise as reflected 
i~ net income and/or operating earnings per share. 

DISTRIBUTION OF BONUS POOL: The Board will distribute the bonuses 
to participants after considering the recommendations of management. 
Individu~l bonuses will differ widely by performance (from 0% to 50% 
of salary) with performance and departmental accomplishments of the 
objectives in the 1989 Business Plan and the general contribution 
to 1989 financial results. Payment will be in a single lump cash 
payment. 

The Non-Officer Line Executive Plan tracks the above with the basic 
formula producing approximately three-fourths as great a 
percentage for the pool, up to a maximum of 20%. 

Plans2:Bonus#l.B9 
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CORPORATE HEADQUARTERS: 

GEICO Plaza 
Washington, D.C. 20076 
Telephone (301) 986-3000 

GEICO Corporation (the Corporation) is 
principally an insurance organization 
whose largest subsidiary, Government Em
ployees Insurance Company, is a multiple
line property and casualty insurer currently 
engaged in writing preferred-risk private 
passenger automobile insurance for 
government employees, and homeowners 
and other lines of insurance for all quali
fied applicants. GEICO General Insurance 
Company (GGIC), a subsidiary of 
Government Employees Insurance 
Company, began writing private passenger 

flNANCIAL HIGHLIGHTS 

(Jn thousands, excepl per share data) 

Corporate Profile and 
Financial Highlights 

automobile insurance in 1987 for all other 
preferred-risk applicants. GEICO Indem
nity Company (GI), also a subsidiary of 
Government Employees Insurance Com
pany, writes standard-risk private pas
senger automobile and motorcycle 
insurance with emphasis on marketing to 
military personnel. Criterion Casualty 
Company (Criterion Casualty), a subsidi
ary of GI, writes non-standard risk private 
passenger automobile insurance. Resolute 
Reinsurance Company, a subsidiary of 
Resolute Group, Inc., in turn a subsidi
ary of the Corporation, wrote property 
and casualty reinsurance in the domestic 
and international markets until late I987 
when the Company suspended writing new 
and rene\val reinsurance. Garden State 
Life Insurance Company (Garden State), 

1988 1987 

Premiums ................................. $ 1,556,883 s 1,435,528 s 
Net investment income (pretax) .............. I43,502 130,691 
Net investment income (aftertax) ............. 125,441 116,200 
Operating earnings ······· .................. 134,443 150,183 
Net income ··········· ...... ····· .......... 189,038 177,914 
Weighted average shares (fully diluted) ........ 15,861 16,673 
Operating earnings per share ................. 8.48 9.01 
Net income per share ....................... 11.92 10.67 
Dividends paid per common share ............ 1.64 1.36 
Assets ..................................... 3,060,551 3,012,541 
Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . 707,390 634,678 
Common shares outstanding ................. 15,440 16,199 
Book value per share ....................... 45.82 39.18 
Return on equity (three-year rolling) .......... 34.10/o 37.70/o 

a subsidiary of Government Employees In
surance Company, offers consumer
oriented life and health insurance 
products. Government Employees Finan
cial Corporation (GEFCO), a subsidiary 
of Government Employees Insurance 
Company, engages in consumer and bus
iness lending and industrial banking. GEI
CO Investment Services Company 
(GEIVEST), a subsidiary of the Corpora
tion, is a registered investment adviser and 
broker-dealer engaged in marketing 
registered investment-oriented products. 
The Corporation and its subsidiaries are 
sometimes referred to as "the Company" 
in this report. The preferred-risk insurance 
companies, Government Employees Insur
ance Company and GGIC, are referred to 
collectively as "GEICO." 

1986 1985 1984 

1,294,688 s 1,078,042 $ 874,896 
125,129 124,627 113,692 
111,882 106,919 101,603 
119,264 77,639 100,409 
217,742 170,579 131,313 

17,261 18,430 19,660 
6.91 4.21 5.11 

12.61 9.25 6.68 
1.08 1.00 .88 

2,894,433 2,539,416 2,054,650 
623,997 515,636 420,401 

16,716 17,697 18,766 
37.33 29.14 22.40 

39.40/o 35.60/o 28.50/o 



FINA.1~CIAI. IllGllLIGHTS. Overall your Com
pany had a good year in 1988. This may 
not be apparent with an operating earn
ings decrease to $8.48 per share, down 
5.9"7o from $9.01 in 1987. However, after 
adjusting for the "fresh start" tax benefit 
in both years and the effect of converting 
GEICO's auto policies to six-month 
premiums in 1988, the per share earnings 
were $8.61, an increase of 6.0"lo over the 
adjusted $8.12 for 1987. Net income per 
share was $1 I.92, an improvement of 
I I.7"7o over the 1987 result of $10.67. The 
net income reflects realized gains of $54.6 
million, an excellent result in a difficult 
market and well above 1987 gains of $27.7 
million. In the management of our invest
ments we take a long-term outlook, invest
ing for total return and measuring 
management's performance over a rolling 
three-year period. We believe this has 
worked to the benefit of our owners. 
Return on equity, also measured over a 
rolling three-year period, was 34. l "lo, well 
above the norm for American businesses. 

Regarding our insurance operations, the 
consolidated underwriting ratio in 1988 
was I00.7"7o compared to 96.7"7o in the 
prior year. After adjusting for the effect 
of converting GEICO's auto policies to 
six-month premiums, the 1988 adjusted ra
tio was 97.8"7o, up from the 96.4"7o adjust-

$14 
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Operating Earnings and !•lei Income Per Shure 

84 

Operatrng Earnings n 

Net Income 1:1 

85 86 87 88 

To Our Shareholders 

ed ratio in 1987. We achieved an 
acceptable underwriting gain for personal 
lines insurance while maintaining a price 
advantage in our most important market
ing areas. Rate increases over the past year 
for automobile insurance were modest and 
homeowners rates decreased. We believe 
favorable results can be attained in 1989 
with relatively modest rate increases. 

In late 1987, GEICO began converting 
its voluntary auto policies from t\velve
month to six-month premiums. That 
process is progressing well and will be 
completed early in 1989. We regretted hav
ing to do this because many customers 
preferred twelve-month premiums, but 
burdensome insurance regulation in many 
states caused us to change to six-month 
premiums to be able to maintain more cur
rent prices in the future. The conversion 
\Vas made \Vith minimal inconvenience to 
our policyholders and will give us greater 
flexibility in the management of our busi
ness. For example, the potentially disas
trous situation in California is more 
man1geable with six-month premiums in 
place. 

The"mission" that guides our preferred
risk companies in the conduct of their bus
iness reads: "We will market quality per
sonal insurance services to preferred risks 

at a price advantage through direct 
response mechanisms ... " We continually 
seek \vays to improve customer service and 
reduce operating costs. A variety of meas
ures have been undertaken to assure that 
our associates provide only top quality 
ser<ice - and to obtain feedback from 
our policyholders regarding their percep
tion of our service. Most report very good 
service but we have not been pleased with 
some of their responses. Considerable 
resources are being invested in improving 
our people skills and our policy process
ing systems and procedures. These im
provements should lead to greater 
efficiency of operations, increased produc
tivity and improved service to our policy
holders. 

Productivity improvement for 1988 is 
indicated by the improvement in the ad
justed GEICO expense ratio shown in the 
graph on the next page. 

In prior years, I told you of my con
cern that the commercial liability insurance 
crisis of !985-87 would adversely affect our 
personal lines business. This occurred \vith 
a vengeance in California with the passage 
of Proposition I03 in November 1988. It 
certainly is one of the more significant 
events to affect our Company and the 
entire insurance industry in 1988 even 
though it did not significantly affect 1988 
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financials. This proposition contained 
many unfavorable provisions, including 
substantial rate reductions without cost 
reductions. The proposition passed by 
about 200,000 votes out of over 9 million 
cast and only a 600,000 vote majority in 
Los Angeles County caused it to pass. 
Though Los Angeles has severe auto in
surance problems, this is not the way to 
solve them. Implementation of the man
dated immediate rate reductions has been 
temporarily stayed by the state supreme 
court. We have suspended writing new 
business in California and are continuing 
to evaluate our options in that state. We 
are rene\ving policies for our existing cus
tomers, which is about IO"lo of our total 
in~urance business. The voters \Vere misled 
into making a decision that complicates 
their ability to continue to buy voluntary 
insurance. Our industry has a responsibil
ity to inform the insuring public and to 
work toward an appropriate solution 
through the state legislature and \\ith con
sumer groups. Ho\vever, no one should 
misunderstand that if Proposition !03 is 
fully implemented, it would quickly drain 
$4 billion out of the industry's surplus, en
dangering companies' financial capability 
to do business and weakening their abili
ty to withstand a catastrophe such as an 
earthquake. 

31% 

27 

23 

GEICO £i:pcnse Ra1ios 
(grncro/ and !O!S adj11S1111ent e.qi.en.ws rombined) 
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Adjusted for the' effect or converting • 
to six-month premiums 
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\Ve take a strong advocacy position on 
insurance issues \Vhen \Ve believe it is in the 
best interest of the insuring public. For ex
ample, \Ve have concluded that a "no
fault" personal injury type coverage will 
provide most injury victims more prompt 
reimbursement for medical expenses and 
lost wages than will a system that depends 
on somebody else's insurance paying af
ter fault is proven. We must expand the 
acceptance of this concept, particularly in 
states with densely populated urban areas. 
Also, realizing that insurance is largely an 
honor system, more and more persons are 
defrauding the system in hundreds of 
ways. We must establish state insurance 
fraud bureaus where needed to support the 
special investigation units of individual 
companies such as ours at GEICO. It is 
estimated that l0-400Jo of premiums (de
pending on coverage and location) are 
used to pay fraudulent claims. We must 
squeeze as much fraud as possible out of 
the system to keep rates from increasing 
and perhaps even cause them to decrease. 
But this will require the public's under
standing and cooperation. We will be 
working \vith dozeus of public interest 
groups to accomplish this. 

Turning to the perfL_ .;ance of our af
filiate companies, the financial results of 
GEICO Indemnity (GI), our standard-risk 
auto company, \Vere satisfactory. GI 
achieved a $2.5 million underwriting gain 
on $117.5 million of earned premiums. 
These results also include Criterion 
Casualty, our non-standard risk auto 
company. 

In order to concentrate on our core bus
iness of per;onal lines property and 
casualty in.<urdllce, during 1988 we offered 
for sale our finance, life insurance and 
reinsurance companies. A 1989 sale of any 
or all companies should not significantly 
affect 1989 operating results. 

GEFCO, our finance affiliate, had net 
income of $3. l million. This was much 

better than the breakeven results attained 
in 1987, which were depressed by the dis
continuation of time-share marketing 
operations and a high loan delinquency 
rate. For 1988, in conformance with 
Financial Accounting Standards Board 
Statement No. 94, GEFCO's financial 
results are included on a consolidated ba
sis for the first time in this report. 

Total premiums for our life companies 
were $57.l million in 1988, up 24.50Jo from 
the prior year. New individual term life in
surance written by direct response methods 
in 1988 was up approximately I ?"lo over 
1987. Premiums for Medicare Supplement 
health insurance were $23.7 million in 1988 
and $13 .1 million a year earlier. A net loss 
of $1.3 million was incurred in 1988 after 
writing down Medicare Supplement 
deferred policy acquisition costs. This 
write-down was prompted by higher an
ticipated lapses and our decision to with
draw from the market early in 1989. We 
are negotiating for the sale of this line of 
business to an experienced health insurance 
company. 

Resolute Group, our property and 
casualty reinsurance affiliate, ceased \Vrit
ing new business late in 1987 but continues 
to fulfill its responsibilities to existing 
clients. A loss from reinsurance operations 
reduced the Corporation's earnings per 

Combined loss and £tpense Ratios 
(after policyholrler dfridends) 

GEICO Corpcration • Industry • 
Adjusted for the effect of co:i- • !Source. A_M 8"'51, 
verting to six·momh premivns 198[1 estimatedl 
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share by $1.00 in 1988 and £.80 in 1987. 
We believe we provided for all known and 
predictable losses at year end 1988, after 
substantially increasing reserves for prior 
years' losses. We are negotiating a contract 
for the sale of Resolute Group to an ex
perienced reinsurance organization. A sale 
will be contingent on insurance department 
approval. 

We have entered into an agreement \vith 
Monarch Capital Corporation to sell 50o/o 
of our interest in GEIVEST, our invest
ment adviser and broker-dealer. We plan 
to test the feasibility of offering Monarch's 
financial service products to our policy
holders. 

Net investment income increased 9.8% 
in 1988 over 1987 results and substantial 
capital gains were realized during the year. 
Vice Chairman Lou Simpson's report dis
cusses this and related issues. 

On March 1, 1989, your Board of 
Directors increased the quarterly cash divi
dend on the Common Stock to $.45 per 
share, up 9.8% over the amount paid in 
1988 and the twelfth successive year that 
dividends have increased. 

The results of our Dutch auction tender 
offer for the repurchase of the Company's 
shares were reported earlier in the year. 
The Company purchased at $125 per share 
all 650,413 shares that were tendered on 
April 5, 1988. The offer provided an 
attractive premium to those who tendered 
and \Ve believe this \Vas a prudent invest
ment of your Company1s resources. 

OUflOOK FOR 1989 AND .BEYOND. Recent 
years' financial results have been general
ly good but our focus is on the future. We 
see opportunities ahead for doing better in 
many areas, such as service. Recognizing 
that extraordinary commitment now will 
pay off handsomely over the long term, 
we will continue to emphasize outstand
ing service by devoting the attention and 
resources necessary to achieve our service 
goals. 

4 

Recent rates of growth of about 2% in 
our auto policies-in-force, our primary 
product line, have been less than satisfac
tory. Our objective is an average 5% an
nual growth. We believe improved 
persistency and increased ne\v sales are 
both required to achieve growth. Our cur
rent approach is to concentrate our efforts 
mainly in those geographic areas where we 
have a significant presence and \vhere \Ve 

can manage increased volume profitably 
with desired service levels - and to de
velop ne\v tenitories. Also, we have in
troduced a new mechanical breakdown 
insurance product to both present policy
holders and new prospects. Early rr~ults 
are encouraging. 

We anticipate that a few self-appointed, 
misdirected crusaders intending to promote 
the interest of consumers, but who are un
atvare of or unconcerned by the econom
ic consequences of their actions, \vill 
attempt to transport the present unresolved 
confusion in California to other states. 
That development, plus attacks on the 
McCarran-Ferguson Act (relating to the 
limited exemption of the insurance indus
try from certain anti-trust Jaws1 may divert 
considerable management er.orgies. My as
sociates must successfully meet these 
challenges while also managing all other 
aspects of your Company. I believe we can 
do so. 

For 1989 I see an underwriting gain, in
creased new sales, and steady growth in 
policies, premium and total revenue, 
although the situation in California places 
a cloud over our projections. The with
drawal from California of our four Com
panies would reduce premiums about 10% 
and significantly affect these projections. 
While this probability is small, it is still 
present. 

Overall I see increased product value to 
our policyholders resulting in increased 
shareholder value. More and more of our 
associates (employees) are learning to think 
like owners as they better understand the 

'' 

power of their employee stock ownership 
plan. This will benefit all shareholders. 

Reports c>:" earnings from operations in 
1989 and thereafter will reflect new finan
cial reporting rules which \vill require us 
to report operating earnings combined 
with realized gains as a single net income 
amount. Fluctuations in our reported 
financial results may obscure the steady 
progress in our operations, but we'll do 
our best to provide useful additional data. 

Senior Vice .President Ross Pierce retired 
at year end 1988. Ross had managed a 
regional office since 1972, first in Macon, 
Georgia, and then in Woodbury, New 
York. He managed in the style of our 
founder, Leo Goodwin, striving to provide 
good customer value through the efforts 
of highly motivated associates. He will 
surdy be missed, but he left behind fully 
experienced successors to carry on in his 
tradition. 

Thomas E. Bolger, a member of our 
Board of Directors since 1973, has chos
en not to stand for reelection at our annual 
meeting on May 17, 1989. Tom was presi
dent of C&P Telephone Company when 
he joined our Board. He subsequently 
became executive vice president of AT&T 
and was most recently chairman and chief 
executive officer of Bell Atlantic Corpo
ration. He applied his extensive experience 
to your Company's problems and provid
ed us essential guidance and direction. We 
have been fortunate to have his counsel 
and advice. We wish him well as he re
tires from the chief executive officer duties 
of Bell Atlantic and from our Board of 
Directors. 

William B. Snyder 
Chairman 
March I, 1989 
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Your portfolio did well in 1988 - after
tax total return was 9.2"7o. We were espe
cially pleased by the 19.9"7o afterta' return 
earned by the common stocks, which com
pares quite favorably to the imputed 
l l .5"7o aftertax return for the S&P 500. As 
you can see from the chart on this page, 
over the three years ended 1988 your com
mons generated a 13.5"7o annual aftertax 
return, 3.2 percentage points above the 
S&P 500. Considering last year's subpar 
performance, these results were pleasing. 
While stocks in 1988 re-established thd;· 
position as the most rewarding sector of 
the total portiolio, tax-exempt bonds and 
preferreds aH:o performed satisfactorily, 
with a net af\ertax return of 7.l"lo. 

During the year we realized net capital 
gains of $54.G million, while the unreal
ized gain on equity securities (net of 
deferred taxes) increased by $12.4 million. 
Aftertax net investment income advanced 
nicely to $125.4 million, an 8.0"lo gain over 

1987. Investment income would have been 
higher had we not repurchased Company 
shrues and dedicated substantial sums to 
stock arbitrages, which offered an attrac
tive total return but whose results are 
reported as capital gains. 

A major activity in the portfolio dur
ing the year consisted of the net purchase 
of $218 million in tax-exempts, primarily 
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intermediate-term municipal bonds, which 
seemed relatively attractive compared to 
other investment options. A second impor
tant action was the sale of about $83 mil
lion in preferreds, primarily adjustable rate 
and redeemable issues. The net common 
stock position was reduced by $77 million 
during the year, but we bought and sold 
very large dollar amounts of commons 
during the year. In large part, this was due 
to the availability of an unusually large 
number of attractive arbitrage situations 
and to turnover in the portfolio resulting 
from stocks sold in takeovers (primarily 
Kraft and Gotaas-Larsen). 

As mentioned above, the equity results 
were helped greatly by takeovers and by 
numerous arbitrage opportunities generat
ed by the heavy corporate merger activity 
of 1988. However, a more fundamental 
contribution to common stock perfor
mance resulted from following the strate
gy I outlined in previous letters to you -
buying shares in excellent companies at 
reasonable prices. We expect that such an 
emphasis will provide above-average 
results over time. 

What about our game plan for 1989? 
We'll try to stick to the basics and remain 
flexible to respond to opportunities that 
might occur. Stocks on the whole appear 

some\vhat expensive by most measures of 
value and when compared to the high yield 
on risk-free investments. Furthermore, the 
current economic and political environ
ment also is marked by a large number of 
unkno\vns. The actions of a ne\v team in 
Washington will determine how we deal 
\Vith our economic challenges, particular
ly the continuing budget and trade oeficits. 
Whatever the year may bring, you may be 
sure your investment team will continue to 
strive for outstanding results on your 
investment portfolio. 

ka1~ 
Louis A. Simpson 
Vice Chairman 
March I, 1989 

Preferred Stock • 
Taxable Bonds 

Tax Exempt Bonds • 

!11restetl Ass-els 
(millions rJf dollars! 

Call Options • 
Cash Equivalent • 
Common Stock B 

84 85 86 87 88 
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How To Control Insurance Costs 

Last summer, John Doe was driving home 
from his office in Anycity, California, 
when his car collided \vith another car in 
an intersection. The vehicles \Vere 
damaged, but both drivers were wearing 
seat belts and walked away with minor 
bumps and bmises. Both returned to work 
right away. 

A week later, Doe was notified that the 
other driver was suing him for the "pain 
and suffering" he had experienced from 
an alleged sprained wrist and strained 
neck. Months later, after Doe's insurance 
company had spent $6,000 in his defense, 
a jury awarded the other driver $3,000 for 
his few dollars of medical expense and 
"pain and suffering." His lawyer took 
about $1,200 of that for his fee. 

Who really paid that $3,000 award and 
the $6,000 legal defense expenses that went 
with it? Because everyone who buys insur
ance shares in the cost of accidents, policy
holders obviously pay with their premiums 
for minor injury lawsuits .. And as the 
"public," they pay also for the court costs 
which are estimated to be $8-9,000 per 
trial. 

While many states continue to allow tri
al lawyers and individuals to abuse an al
ready overburdened legal system, others 
have established no-fault insurance systems 
which provide fast, fair reimbursement for 

medical expenses and lost wages for those 
injured in auto accidents. 

Generally speaking, no-fault insurance 
provides accident victims reimbursement 
through their own insurance companies, 
regardless of who caused the accident. A 
driver's no-fault coverage pays for injuries 
to himself, passengers in his car and pedes
trians injured by his car. 

No-fault insurance has proven benefi
cial to consumers in states \vith strict no
fault laws, such as Florida, Michigan and 
New York. Unfortunately, manipulation 
and watering down of the statutes by trial 
lawyers, and a general misunderstanding 
by the public, have thwarted no-fault ef
forts in other states. The recent uproar 
over auto insurance in California is a 
prime example. 

Auto insurance consumers in California 
are angry, and rightfully so. Their personal. 
injury coverage premiums have skyrock
eted over the last three or four years. But 
last November, voters in the state reject
ed a no-fault ballot initiative that would 
have revamped the injury benefits system 
and provided a long-term solution to the 
problem. 

The proposed California no-fault sys
tem would have required that all persons 
injured in auto accidents be reimbursed 
quickly for injuries and lost wages by their 

Representative cases fro1n a national insurance co1npany 
have also shown that states with a system of No-Fault, such 

as Florida's or New York's, have successfully 
litnited insurance cost increases. 
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For example, data sho1v that in 1977 a driver in central 
Los Angeles paid any1vhere from 100/o more to 690/o more 

than drivers in co1nparable cities in successful No-Fault states. 
But ten years later, that sa1ne driver in California was paying 

up to 251% more than a co1nparable driver in a No-Fault 
state. Clearly, during the ten year period, No-Fault 

lVas successfully liJniting increases. 

O\vn insurance companies, making 
lengthy, expensive court battles to estab
lish guilt unnecessary. 

With benefits guaracteed, injured 
drivers couldn't ftle lawsuits 'unless their in
juries were serious and pennanent or 
caused by a drunk driver, or unless medi
cal expenses and lost wages exceeded the 
no-fault insurance policy limits. The same 
initiative also would have limited contin
gency fees - the percentage of injury 
awards that go into lawyers' pockets. 

Lawyers in California, like those in 
other states where no-fault legislation has 
failed, didn't like that idea. They cam
paigned to persuade voters that their un
restricted "right to sue" was more valuable 
than prompt and fair reimbursement -
and less expensive auto insurance. Unfor
tunately, consumers bought that line of 
reasoning and they face the continuing 
consequences of escalating tort system 
costs. 

A number of factors go into the equa
tion that determines insurance prices. 
Many of those factors, such as auto in
surance fraud, auto theft, and inflation in 
medical costs and auto repair, are beyond 
the direct control of the insurance indus
try. One factor in the equation that the 
public can control is the injury benefit sys
tem, which operates through our burgeon-

1Vo·F11ul1 Cos/ Control 
Los A11gele.slltiami/lf.fanl1atum 

Premium Rares 1977 l's. 1987 

Los Angeles • Miami • Manhatlan • 

$3.000 

2,500 

2.000 

1,500 

1,000 

500 1977 



'' 

ing legal system. But such control requires 
!l.e fundamental changes brought about by 
a true no-fault statute. 

With the advice of the legal profession 
(which collects fees based on the size of 
victims' injury a\vards), many persons 
have comr to regard the courts as a 
resource to ·'get all you can" from insur
ance companies. Such thinking currently 
leads to demands of compensation for 
"pain and suffering" brought on by mil
lions of relatively minor accidents. 

The purpose of bodily injury liability in
surance in a tort system environment is to 
defend a policyholder, and if the policy
holder is at fault in an accident, to indem
nify any person injured - to reimburse 
for actual financial losses such as medical 
bills and lost wages. In states where the 
courts are used to settle matters of fault, 
such actual financial losses serve as mul
tipliers for "pain and suffering" payments. 
Lawyers contend that the higher the med
ical bills and lost wages, the more their 

clients must have suffered. 
Lengthy court proceedings and money 

awarded above and beyond actual losses 
cost policyholders billions of dollars an
nually. On the other hand, a no-fault in
surance system takes relatively minor 
accident injury cases (which make up 
about 90"7o of all injuries) out of the 

courts. Injured victims are reimbursed fair
ly and quickly by their own insurance 
companies. Just as important, seriously 
injured parties retain the right to sue, while 
knowing their medical expenses and lost 

wages will be paid immediately up to their 
no-fault policy limits. 

In 1983, a Congressionally mandated 
study showed that no-fault insurance as
sured more adequate medical treatment, 
on average, than in traditional tort liabili
ty states and that almost twice as many 
victims were compensated under no-fault. 
And no-fault led to reductions in lawsuits 
and thus, to significant savings in court 
costs and other public legal costs paid by 
taxpayers. 

No-fault insurance systems have also 
proved to help reduce and contain auto in
surance premiums. In Florida and New 
York, for example, auto insurance premi
ums were reduced 21 "lo and 6"7o respec
tively after the switch from the traditional 
tort liability system to no-fault. And the 

no-fault systems have continued to hold 
do\vn the rate of increase of premium 
rates. 

Some groups, particularly the nation's 
trial lawyers who have a huge financial 
stake in keeping the tort liability system in 
place, decry the benefits of no-fault. 
Others, such as self-appointed consumer 

By elilninating the need to litigate all but 1he 1110s/ serious 
auto accident cases, No-Fault reduces clabu filings and 

saves ta>.payers and co11su111ers 111011ey. 

organizations, support radical nationwide 
efforts to slash premiums by 20% or more 
as a means or aiding consumers' pocket
books. But such measures only provide 
rate reductions without cost reductions -
and thus create long-term problems for the 
insuring public. 

The fact of the matter remains that auto 

insurance companies, like other business
es, must pass on their costs ro policy
holders in order to remain in business. If 
premiums are slashed and costs exceed 
premiu1ns collected, insurance companies 
can't survive and everyone loses. 

GEICO works continually to overcome 
controllable cost increases by improving 
operating efficiency. But costs due to 
increasing personal injury lawsuits can't be 
controlled without true no-fault auto 
insurance statutes. 

This year, some groups h. ··: stated they 
\Vill seek radical insurance reform in many 
states. State legislatures will be looking at 

hosts of proposals to help contain auto lia
bility insurance premiums for consumers. 
The only long-term solution is to enact 
true no-fault laws. GEICO encourages you 
to contact your state legislators in support 
of no-fault la\vs. 

Dl!Creases in Accirll!tlf Rl!!ated Filings 
Afler !111ple111e111i11g No-Faull 

Florida New Yark M1ch1gan 
1976"80 1974-80 1975-77 

80% 
Decrease 
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James E. Reagan 
President, 
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Edward H. Udey 
President, 
GEICO Indemnity 
Senior Vice President, 
GEICO 

Eugene J. Meyung 
President, 
GEICO 

Olza M. Nicely 
Executive Vice President, 
GEICO 
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PROPERTY AND CASUALTY 
INSURANCE 

PRl\'ATE PASSENGER 
AUTOMOBILE INSURANCE 

Gover11111e11t E111ployees Insurance Co111pany 

GEICO General /11s11ra11ce Co111pany 

GEICO Inde111nity Co111pany 

Criterion Casualty Cornpany 

Private passenger automobile insurance is 
the primary business of the Corporation, 
the nation's fifth largest shareholder
owned provider of such insurance. It is 
provided through four affiliate companies, 
two of which serve the preferred-risk cus
tomer market and together accounted for 
88.3"7o of the Corporation's total premi
um revenue in 1988. 

From 1936 until 1958, Government Em
ployees Insurance Company insured only 
military personnel and government em
ployees. Between 1958 and 1987, it insured 
all eligible preferred-risk drivers. Since 
1987 it has issued new policies only to 
preferred-risk government employees and 
military personnel, thus returning to the 
market which the Company was founded 
to serve in 1936. GEICO General Insur
ance Company, the second affiliate, in
sures new preferred risks outside the 
government and military. This dual 
company organization enables the two 
preferred-risk companies to tailor their 
protection and service more closely to the 
special needs of the different policyholder 
groups. In this report, the acronym 
"GEICO" is used when discussing the 
preferred-risk automobile insurance and 
financial results of the two companies 
combined. 

Government Employees Insurance 
Company operates in the District of 
Columbia and in all states except New Jer
sey. While its primary business is insuring 
fa"'llY automobiles, the Company also 
offers homeowners insurance to its auto 
policyholders and provides other types of 
personal lines coverages, including per-

sonal umbrella liability and boatowners in
surance. During the past year, GEICO 
introduced in most states a nevv coverage 
to provide protection against major ex
penses associated with mechanical break
down of the insured vehicle when 
combined with collision and comprehen
sive coverage. This is proving to be a 
popular coverage for policyholders and is 
complemented by a separate mechanical 
breakdown policy offered to new 
prospects. 

GEICO General Insurance Company 
currently operates in 44 states and is 
licensed to do business in all 50 states. The 
two GEi CO companies insured over 2.4 
million automobiles at the end of I 988. 

GEICO markets its insurance products 
using primarily direct response marketing 
techniques to identify preferred risks. In 
1988 nearly one-half of GEICO's new bus
iness resulted from referrals, a factor con
tributing to increased marketing efficiency. 
Reliance upon referrals for a significant 
portion of new business is possible only as 
long as current policyholders remain con
vinced that GEICO delivers quality insur
ance protection and excellent service at a 
price advantage. 

While most new business is produced 
through direct response methods, Gener
al Field Representatives (GFRs), commis
sioned agents who work primarily with 
military and base-related personnel, 
produced 18"7o of GEICO's new automo
bile business in 1988, down from 19"7o in 
the prior year. Twelve percent of GFRs are 
located in California where no new busi
ness has been sold since November 1988 
for any of our four companies. The fu
ture is uncertain for these GFRs in 1989. 

Though new business is necessary each 
year for GEICO to grow, the keystone to 
our profitable growth is the retention of 
current policyholders with their seasoned 
driving records. A price advantage and 
quality service are prerequisites for both 
a successful new business referral program 

and an acceptable policyholder renewal 
rate. In 1988 nearly 95"7o of GEICO's cus
tomers accepted our offer to renew. 

One of GEICO's objectives is to achieve 
acceptable growth, which requires that all 
growth must be managed carefully. 
Underwriting selectivity, service standards 
and underwriting profitability will not be 
sacrificed to meet short-term growth ob
jectives. 

Marketing strategy for 1989 will main
tain the emphasis on key preferred-risk 
groups such as federal employees, military 
personnel, and drivers age 50 and over. 
GEICO will also pursue its sponsored 
group program aggressively. In this pro
gram, various groups and associations, 
whose memberships consist primarily of 
preferred-risk drivers, allow GEICO to 
market to their memberships directly by 
mail and through membership publica
tions. This marketing method has 
produced favorable underwriting results. 

GEICO Indemnity Company (GI), a 
third affiliate, writes automobile insurance 
for standard risks, those individuals not 
meeting GEICO's preferred-risk standards. 
GI operates in the District of Columbia 
and all states except Massachusetts, New 
Jersey and South Carolina. GI writes only 
private passenger automobile and motor
cycle insurance and acquires new business 
primarily through GFRs with 99 offices in 
36 states. These offices are located gener
ally in the vicinity of major military instal
lations. 

Criterion Casualty is a GI subsidiary 
which offers non-standard risk automobile 
insurance to those not qualifying for 
preferred or standard-risk insurance, prin
cipally through GFRs. Criterion Casualty 
currently operates in 26 states. 

GI, including Criterion Casualty, 
achieved an underwriting gain of $2.5 mil
lion in 1988 compared to $2.3 million in 
1987. While GI has been profitable in the 
past three years, growth has not been satis
factory. Modest but profitable growth will 
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be a focus of management attention in 
1989. 

In 1988 the Corporation's automobile 
insurance earned premiums, including 

service charges, totaled $1,397.0 million, 
up 10.6% from $1,263.4 million a year 
earlier. Preferred-risk voluntary auto in
surance rates country-wide increased 1.3% 
during the year and rates for involuntari
ly written policies increased .9%. These are 
cost-based rate increases for voluntary in
surance and are not determined by any 
perceived phase of the underwriting cycle 
or attempt to match imprudent pricing by 
the competition. 

The Corporation's automobile written 
premiums, including service charges, to
taled $1,187.l million in 1988 compared 
to $1,310.8 milJion in 1987. Written premi
ums, however, were reduced approximate
ly $292 million in 1988 and $50 million in 
1987 because the Corporation converted 
its voluntary auto coverage policy period 
from a twelve-month term to a six-month 
term. Although the conversion process will 
not be completed until the second quarter 
of 1989, the effect on written premiums 
will not extend beyond 1988. 

During the fourth quarter of 1988, all 
of the Corporation's insurance companies 
suspended writing new auto and 
homeowners policies in California follow
ing the passage of Proposition 103. Exist
ing policies are being renewed. Unless the 
state supreme court decides in favor of the 
insurance industry on most provisions of 
the new law, it may well be impossible to 
conduct business profitably in California. 
Approximately 10% of the Corporation's 
earned premiums in 1988 were in 
California. 

The number of automobile claims 
reported to GEICO and GI rose 2.5o/o in 
1988 following increases of 4.9% and 
I.I "lo in 1987 and 1986, respectively. The 
increase in claims reflects the increase in 
policies-in-force as well as higher claims 
frequency. 

IO 

The cost of settling claims, particularly 
bodily injury claims, cominued to rise 
throughout 1988 due largely to higher 
medical costs and other benefits affected 
thereby. Bodily injury claim costs in
creased approximately 7% in 1988, follow
ing increases of 60Jo in 1987 and 9% in 
1986. Costs associated with repairing 
damaged automobiles increased approxi
mately 8% compared to 6% in 1987 and 
7% in 1986. 

The Companies continue their concert
ed effort to eliminate fraudulent claims. 
These activities include inspecting vehicles 
for prior damage when initially providing 
physical damage coverage, reviewing clai
mants' medical bills for appropriate and 
necessary treatment, and creating special 
investigation units to review suspicious 
claims. Claims costs reductions are much 
greater than the costs of the special it,'ves
tigation units dedicated to stamping out 
fraud. 

The Corporation's property and 
casualty statutory underwriting ratio in 
1988 was 100.7% compared to %.7% in 
1987 and %.9% in 1986 (after policy
holder dividends). However, after adjust
ing to eliminate the effect of converting to 
six-month premiums, the 1%~ and 1987 
adjusted ratios were 97.8% a!.d 96.4%, 
respectively. Property and casudty oper
ations, including reinsurance, re"i:c rded an 
underwriting gain of $29.0 miliioh in 1988 
compared to $57.3 million in 1987 and 
$44.4 million in 1986. This reflects the 
higher adjusted underwtiting ratio and ac
celerated amortization of deferred policy 
acquisition costs due to the conversion to 
six-month premiums as described in 
Management's Discussion and Analysis. 

HO~t£0WNERS INSURANCE 

Government Employees Insurance Com
pany markets homeowners insurance prin
cipally through direct mail solicitations to 
existing automobile policyholders. 
Homeowners premiums totaled $80.8 mil-

. ' 

lion and accounted for 5.4% of the 
property and casualty premium revenue in 
1988. Premium rates decreased an average 
of 2.9o/o during the year. The number of 
policies-in-force increased by 5.8%, reflect
ing strong new business sales. A new dual 
policy discount which offers a homeown
ers discount to existing auto policyholders 
\Vas a major factor. Homeowners insur
ance produced a statutory underwriting 
gain of $6.3 million in 1988 and $6.9 mil
lion in 1987. For the third consecutive 
year, this line of business has benefited 
from favorable weather. 

OTHER PROPERTY AND CASUAL'.f\' LINES 

In addition tc~ its U•iton1obile and 
homeowners lines, GEICO offers policies 
providing fire, boat, yacht, accident and 
health, and perso;;cl ctmbrella liability in
surance. In l 988 these lines accounted for 
less than 2% of property and casualty 
\Vritten preiniums. 

REINSURANCE 

We reported last year that Resolute Rein
surance Company, a wholly owned sub
sidiary, had suspended writing business 
other than that required by existing 
treaties.We are negotiating a sales contract 
\vith an experienced reinsurance organiza
tion; however, it is subject !.o insurance 
department approval. Existing business 
will be managed until a satisfactory termi
nation can be arranged. 

Paid losses and continued reevaluation 
of loss reserves and unrecoverable reinsur
ance contributed to an operating loss af
tertax of $15.9 million in 1988 and $13.2 
million in 1987, reducing the Corporation's 
operating earnings by $1.00 per share and 
$.80 per share, respectively. We do not 
expect further charges to the Corporation's 
earnings; ho\vever, the ultimate outcome 
remains uncertain, but perhaps less so than 
a year ago. 
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FINANCIAL SERVICES 

LIFE AND HEALTH INSURANCE 

Garden State Life /11sura11ce Co111pa11)' 
GEICO Annuity and /11sura11ce Co111pa11y 

Herbert L. De Prenger 
President 

Life and health insurance operations are 
conducted through Garden State Life In

surance Company. 
Since I983 the Company and/or its 

wholly owned subsidiary, GEICO Annuity 
and Insurance Company, has marketed in
dividual term life insurance by cU.rect 
response methods, primarily mail sniicita
tions. The applications are fully underwrit
ten and most of the policies are for 

$I00,000 or more of coverage. The total 
face amount of new individual term life 
insurance \Vritten by direct response 
methods in 1988 was $1.4 billion, up from 
$1.2 billion in the prior year. To improve 
the efficiency of these operations, all of the 
insurance business of GEICO Annuity was 
transferred to Garden State during the 
fourth quaner. 

Garden State offers single premium an
nuities to its property and casualty com
pany affiliates for the purpose of funding 
structured settlements of liability insurance 
claims. Annuity premiums from this 
source were $11.2 million in 1988 com
pared to $8.2 million in 1987. 

Garden State also markets Medicare 
Supplement insurance through agents un
der an agreement with an independent 
health insurance marketing company. This 
line of business contributed $23.7 million 
of premium income in 1988. Near the end 
of the year, a decision was made to with
draw from the Medicare Supplement in
surance market as soon as practical in 
order to enhance the salability of Garden 
State. Believing that this action will cause 
a significant deterioration in the persistency 
of the existing business, the deferred poli
cy acquisition cost asset associated with the 
business was written down by $4.5 million. 

Group life and health insurance premi
ums were $11.4 million in the year, down 
from $16.6 million in 1987. Effective 
January 1, 1989, all of Garden State's 
group insurance was completely reinsured 
by an unrelated company. 

Total life and health insurance premi
ums were $57.1 million in 1988 compared 
to $45.8 million a year earlier. These lines 

incurred an operating loss of $1.3 million 

aftertax in the year, reflecting the $4.5 mil
lion write-down mentioned above. This 
compares with operating earnings from life 
and health insurance operations of $2.5 
million aftertax in 1987. 

Both GEICO Annuity and Garden 
State were offered for sale during 1988 and 
we expect to find a suitable buyer in 1989. 
Regarding the Medicare Supplement 
health insurance business, \Ve are negotiat
ing a sales contract \Vith an experienced 
health insurance company. 

SA \'INGS AND THRIFT 
INSTRUf\1E:\TI'. 

GEICO fln•estnient Sen•ices Co111pa11y 

Richard A. Olien 
President 

GEICO Investment Services Company is 
a registered investment adviser and broker
dealer formed by the Corporation in 1921 
primarily to develop and manage invest
ment products and market them to the 
savings and thrift markets, both individu
al and corporate. 

GEIVEST offers Government Securities 
Cash Fund, a no-load, open-end money 
market mutual fund. Perpetual Investment 
Advisory Service, Inc., a subsidiary of Per
petual Savings Bank, F.S.B., is the Cash 
Fund's money manager. During the Cash 
Fund's most recent fiscal year, net assets 
increased to $35.7 million, up from $25.3 
million in I 987, but subsequently there 
have been large withdrawals from the 

Fund. 
It also offers the GEICO Qualified 

Dividend Fund (name changed from 
GEICO Adjustable Rate Preferred Fund 
in 1987), a no-load, open-end mutual fund 
designed for the corporate market. It is 
marketed through media advertising and 
through distribution and service organiza
tion agreements with registered broker
dealers and banks. At year end, the Fund's 
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net assets t;italed $26.5 million, down from 
$48.8 million a year ago. 

GEIVEST also serves as investment ad
viser to The Gro\\1h Fund of Washington, 
Inc., an open-end load fund which seeks 
growth of capital by investing primarily in 
securities of companies headquartered or 
having a major place of business in 
Washington, D.C., Maryland or Virginia. 
In 1988 this Fund's assets increased to 
$51.8 million from $48.2 million in 1987. 

The Corporation has entered into an 
agreement with Monarch Capital Corpo
ration to sell 500/o of GEIVEST's equi
ty. GEICO will also test the feasibility of 
offering Monarch's finan(.~ial service 
products to GEICO policyholders and 
prospects. 
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Gover11111ent E111p/oyees 
Financial Corporation 

John J. Krieger 
President 

Government Employees Financial 
Corporation, wholly owned since 1983 and 
headquartered in Denver, Colorado, en
gages in consumer and business lending, 
loan servicing and industrial banking. 

For 1988, GEFCO's net income was 
$3.1 million, up substantially from $53,000 
earned a year ago, but below the 

$4.8 million reported for 1986. 
During the year GEFCO adopted the 

accrual method for recording interest in
come as mandated by the revised Audit 
and Accounting Guide for Audits of 
Finance Companies. Previously, interest 
was recognized on a collc:cd basis. This 
accounting change resulted in an increase 
in net income of $1.5 million. 

At year end 1988, GE!Bank Industrial 
Bank had deposits of $61.3 million, down 
slightly from $62.5 million the prior year, 
and materially reduced from $86.0 million 
in 1986. The decrease in deposits con
tributed to reduced investment income. 
There were no realized security gains in 
1988 as compared with $1.9 million pre
tax in 1987 and $2.6 million pretax in 
1986. 

A continuing soft Colorado real estate 
market depressed GEFCO's earnings yield 

. ' 

and caused operating expenses and loan 
losses to be higher than normal. Nonethe
less, the net interest margin improved 56 
basis points as interest expense declined 
more than the earnings yield due to the 
maturity of high-yield certificates of 
deposit in GE!Bank. Additionally, real es
tate owned accounts and delinquencies im
proved slightly during the year. The 
percentage of credit receivables written off, 
net of recoveries, was 1.60/o, do\vn from 
2.80/o last year but up from l.Oo/o in 1986. 
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. . . . 
Common Stock Market 
Prices and Dividends 

The Corporation's Common Stock is list- Dividends 
ed on both the New York and Pacific High Low Paid 

Stock Exchanges, ticker symbol "GEC." 
Under Securities and Exchange Commis- 1988 
sion rules, certain securities dealers are per- Fourth Quarter $1313/4 $119 1/2 $.41 
mitted to make an over-the-<:ounter market Third Quarter 132 123 .41 
in the Corporation's stock. The number Second Quarter 1291/4 122 .41 
of holders of record of the Corporation's First Quarter 123 112 IOI 112 .41 

stock at January 31, 1989 was 3,309. 
The following table shows the quarter- 1987 

ly high and low prices for the stock as pub- Fourth Quarter $127114 $ 90 1/8 $.34 

lished in the tabulation of the New York Third Quarter 135 119 .34 

Stock Exchange Composite Transactions. Second Quarter 1363/4 116 3/4 .34 

The table also shows dividends paid to First Quarter 128 98 3/4 .34 

shareholders of record in each quarter of 
1988 and 1987. 
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Selected Financial Data 

GEICO Corporation 
(In thousands, excepc per share data) 

OPERATING RESULTS 

Premiums ................................. . 
Net investment income ...................... . 
Interest on loans receivable •.................. 
Equity in earnings of unconsolidated affiliates .. 
Other revenue .............................. . 

Total revenue .............................. . 

Total benefits and expenses .................. . 

Operating earnings ......................... . 
Realized investment gain (loss) net of tax effect 
Utilization of operating loss carryforward ..... . 

1988 

Sl,556,883 
143,502 
31,159 
11,246 
14, 129 

1,756,919 

1,6].2,476 

134,443 
54,595 

1987 

$1,435,528 
130,691 
27,100 
8,785 

____12,_916 

1,620,020 

1,469,837 

150,183 
27,731 

1986 

$1,294,688 
125,129 
27,051 
5,990 

15,792 

1,468,650 

1,349,386 

119,264 
98,478 

1985 

$1,078,042 $ 
124,627 
25,124 
2,774 

25,361 

1,255,928 

1,178,289 

77,639 
92,940 

1984 

874,896 $ 
113,692 
23,194 

1,658 
17,832 

1,031,272 

930,863 

I00,409 
30,904 

1983 

768,316 
100,871 
22,512 

974 
11,248 

903,921 

809,097 

94,824 
18,929 

Net income . . .. . . . . . . . . . . . . .. . . . . . . .. . . . . . . . $ 189,038 $ 177,914 $ 217,742 $ 170,579 $ 131,313 $ 113,753 

\\'EIGHTED AVERAGE SHARES OUTSTANDING 

Fully diluted , ............... , ... , .......... . 
Primary ................................... . 

PER SHARE RESULTS 

Fully Diluted: 
Operating earnings . . . . . . . . . . . . . . . . . . . . . . . . . . S 
Net income ........... ,...................... $ 
Primary: 
Operating earnings . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Net income .......................... , . . . . . . S 
Co1nmon Stock dividends . . . . . . . . . . . . . . . . . . . . $ 

FINANCIAL CONDITIOS 

15,861 
15,861 

8.48 $ 
11.92 $ 

8.48 $ 
11.92 $ 

1.64 $ 

16,673 
16,673 

9.01 $ 
I0.67 $ 

9.01 
I0.67 

$ 
$ 

1.36 $ 

17,261 
17,261 

6.91 $ 
12.61 $ 

6.91 $ 
12.61 $ 
1.08 $ 

18,430 
18,430 

4.21 $ 
9.25 $ 

4.21 $ 
9.25 $ 
1.00 $ 

19,660 
19,643 

5.11 $ 
6.68 $ 

5. 11 $ 
6.68 $ 

.88 $ 

21,172 
21,144 

4.48 
5.37 

4.48 
5.38 

.72 

Assets ..................................... . $3,060,551 
299,955 

$3,012,541 
260,313 

$2,894,433 
250,244 

$2,539,416 $2,054,650 $1,913,273 
Long-term debt ............................ . 255,292 249,768 213,574 
Redeemable Preferred Stock ................. . 
Common Shareholders' Equity ............... . 
Common shares outstanding (fully converted) .. . 
Book value per share (fully converted) ...... , , . 

Significant Statutory Indicators 
(In thousands, except ratios) 
PROPERTY AND CASUALTY OPERATIONS* 

707,390 
15,440 

$ 45.82 $ 

634,678 
16,199 
39.18 $ 

623,997 
16,716 
37.33 $ 

515,636 
17,697 
29.14 $ 

420,401 
18,766 
22.40 $ 

405,439 
20,393 

19.88 

Surplus for protection of policyholders. . ...... . s 650,880 $ 548,408 $ 671,414 $ 583,000 $ 521,804 $ 480,028 
Ratio of l\velve months \Vritten premiums to 

surplus .................................. . 
Loss ratio ................................. . 
Expense ratio .............................. . 
Undenvriting ratio ..... , .................... . 
Under\Vriting ratio after policyholder dividends . 
Adjusted ratios: 

Expense ratio ............................ . 
Under\vriting ratio ........................ . 

1.9:1 
83.20/o 
17.5% 

100.7% 
100.7% 

14.6% 
97.8% 

2.6:1 
81.2% 
15.5% 
96.7% 
96.7% 

15.2% 
96.4% 

2.0:1 
81.4% 
14.7% 
96.1 % 
96.9% 

2.0:1 
87.9% 
15.0% 

!02.9% 
!02.9% 

1.8: I 
82.1% 
15.6% 
97.7% 
97.7% 

*Property and Casualty includes Government Employees Insurance Company, GEICO General, GEICO Indemnity, 
Criterion Casualty and Resolute. 
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Property and Casualty ratios are natural statutory results excluding the effects of certain Government Employees 
Insurance Company reinsurance transactions unrelated to its basic operations. 

Expense ratios are calculated using under\vriting expenses less net service charges, as related to premiums written. 

Adjusted ratios are calculated to eliminate the effect of converting to six-month premiums in 1988 and 1987. 

1.6:1 
76.9% 
16.7% 
93.6% 
95.7% 



.. 

1982 1981 1980 1979 Properly and Casualty Policyholders' Surplus 
and GEICO Corp. Shareholders' Equity 

(milfions of dot/a~) 

$ 731,719 $ 656,669 $ 620,120 $ 601,553 Policyholders' Surplus • Shareholders' Equity • 
84,758 66,858 60,514 58,591 !fully converted\ 

"'5,880 31,540 35,261 38,628 $800 
910 4,807 4,852 4,357 

3,377 3,449 3,253 3,042 

846,644 763,323 724,000 706,171 600 

769,161 698,891 664,356 646,622 

77,483 64,432 59,644 59,549 400 

(28,635) 18,854 1,119 (723) 
15,456 

200 
$ 48,848 $ 83,286 $ 60,763 s 74,282 

21,092 21,644 23,003 27,753 79 80 81 82 83 84 85 86 87 88 

20,364 20,623 20,522 17,336 

$ 3.67 $ 2.98 $ 2.59 $ 2.14 
$ 2.32 $ 3.85 $ 2.64 $ 2.67 

$ 3.80 $ 3.1 l $ 2.87 $ 3.24 
$ 2.39 $ 4.02 $ 2.92 $ 4.09 
$ .56 $ .48 $ .43 $ .36 

$1,717,410 $1,519,880 $1,454,586 $1,438,848 
215,014 223,089 237,434 241,141 

2,086 6,227 17,443 
344,797 236,818 185,951 173,631 

20,459 20,597 21,617 25,158 
$ 16.85 $ I I.60 $ 8.89 $ 7.60 

$ 414,837 $ 332,285 $ 283,321 $ 261,036 

1.8: 1 2.0:1 2.2:1 2.3:1 
80.00/o 8I.l O/o 80.50/o 79.80/o 
15.60/o 15.70/o 15.90/o 16.20/o 
95.60/o 96.80/o 96.40/o 96.00/o 
95.60/o 96.80/o 96.40/o 96.30/o 
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RESULTS OF OPERATIONS 

REVENUE 

Pren1i11n1s- Consolidated earned premiums 
totaled $1,556.9 million in 1988, up 8.5% 
from $1,435.5 million a year ago. Earned 
premiums were $1,294.7 million in 1986. 
The increase in 1988 was due primarily to 
a modest growth in policies-in-force, 
automobile rate increases and increased 
coverages on cars and homes insured, par
tialiy offset by a decrease in premiums 
from Resolute Reinsurance Company. 
Policies-in-force increased 2.4% in 1988 
and 1.9% in 1987, while new sales in 1988 
were essentie.!iy flat with 1987. For 1988 
and 1987 voluntary automobile rates 
increased only 1.3% and 6.2%, respective
ly, while homeowners premium rates 
decreased 2.9"7o in 1988 compared to an 
increase of .3% in 1987. The Company 
attempts to obtain rate increases as neces
sary based upon anticipated claim costs 
and underwriting gain objectives. Earned 
premiums of Resolute decreased 76.3% to 
$7.4 million in 1988 compared to $31.4 
million a year earlier as Resolute stopped 
accepting new business and began reduc
ing in-force business in late 1987. 

Life and health insurance premiums 
increased to $57.1 million from $45.8 mil
lion in 1987 primarily due to higher premi
ums from health and annuity business, 
including $23.7 million of premium from 
Medicare Supplement policies in 1988. 

In November 1988, California voters 
narrowly approved Proposition 103, which 
contains provisions governing rate roll
backs, rate-making limitations, policy can
cellation procedures and other matters. 
The proposition would require an immedi
ate rollback of rates to those in effect on 
November 8, 1987, an additional rate 
reduction of 20% and a one-year rate 
freeze. Beginning November 8, 1989, 
policyholders meeting "good-driver" 
criteria would receive a 20% discount be
low the rate the insurer would otherwise 
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charge. The state supreme court, ho\vever, 
has stayed the implementation of the roll
back, the first 20% reduction, and certain 
other provisions. The Corporation has sus
pended writing new business in the state 
and is continuing to evaluate its options. 
Approximately $150 million of premiums 
earned and 8% of automobiles insured by 
the Corporation in 1988 were related to its 
California business. Implementation of 
Proposition 103 could result in significant 
underwriting losses in California if the 
Corporation cannot charge rates based 
upon the cost of insurance coverage 
provided. 

It is anticipated that certain groups may 
attempt to raise similar issues in other 
states, especially if all provisions of the 
California proposition are upheld by the 
court. 

Net lnvesonent lnco1ne - Consolidated 
pretax net investment income increased 
9.8% to $143.5 million in 1988 compared 
to $130.7 million in 1987 and $125.1 mil
lion in 1986, reflecting the investment of 
additional cash flow and higher yields on 
fIXed maturities and short-term invest
ments. Aftertax net investment income was 
up 8.0% to $125.4 million compared to 
$116.2 million a year ago which was a 
3.9% increase over 1986. The aftertax per
centage increase in 1988 was lower than 
the pretax increase due primarily to a shift
ing of assets from tax-preferenced equity 
securities to short and intermediate-term 
taxable investments during 1987. 

Interest on Loons Receivable - Interest on 
loans receivable of Government Employees 
Financial Corporation (GEFCO), our 
finance subsidiary, increased 15.0% to 
$31.2 million in 1988 from $27. l million 
in 1987 and 1986, and reflects a required 
accounting change to the accrual method 
for recording interest income. 

Equity in Earnings of Affiliates - Earnings 
of unconsolidated affiliates, which are 

reflected in the consolidated financial state
ments using the equity method of account
ing, totaled $11.2 million for the year 
compared to $8.8 million in 1987 and $6.0 
million in 1986. Earnings increased in 
Bond Investors Group, Inc. in 1988 and 
A VEMCO's earnings were slightly higher 
than 1987. 

Other Revenue - Other revenue totaled 
$14.1 million in 1988, down from $17.9 
million in 1987 and $15.8 million in 1986 
due to decreased sales of timeshare inter
vals at two real estate projects. 

BENEFITS ANO EXPENSES 

Losses, life benefits and loss adjustment 
expenses (LAE) totaled $1,260.7 million, 
up 11.4% from $1, 132.0 million in 1987 
and were $1,024.3 million in 1986. The loss 
ratio for property and casualty insurance, 
which measures the portion of earned 
premium paid or reserved for losses and 
related expenses for handling claims, was 
83.2% in 1988 compared to 81.2% a year 
ago and 81.4% in 1986. These loss ratios 
for the past three years were the result of 
prompt recognition and implementation of 
needed rate changes, a continued dedica
tion by management to disciplined under
writing, and aggressive fraud management. 
The loss ratio was adversely affected by 
Resolute's reinsurance operations in 1988 
and 1987. Life benefits in 1988 and 1987 
were $44.3 million and $34.7 million, 
respectively. 

Policy acquisition and other operating 
expenses rose 8.5% to $315.0 million in 
1988. As shown by the Significant Statu
tory Indicators (page 14), the ratio of 
general expenses to written premiums was 
17.5%. As described in last year's report, 

GEICO is currently converting to policies 
with six-month premiums from twelve
month premiums for its voluntary auto 
business. During the conversion process, 
w.ritten premiums have been lower than 



normal, which artificially increased both 
the expense ratio and the underwriting ra
tio. The consolidated underwriting ratio 
for 1988 was 100.7"70 as compared to 
96.7% in 1987. Adjusted to eliminate the 
effect of converting to six-month premi
ums, the consolidated underwriting ratio 
was 97.80Jo in 1988 and 96.4% in !987 
which, we believe, are better indicators of 
underwriting results during the conversion 
period. 

The conversion to six-month premiums 
also affects deferred policy acquisition 
costs which are amortized over the policy 

. contract period as the related written 
premiums are earned. Shifting to a short
er premium term means acquisition costs, 
such as advertising and salaries for sales 
and underwriting, will be expensed over six 
months instead of twelve months. We es
timate that this accelerated amortization 
increased policy acquisition expenses by 
$14. I million in 1988, which reduced oper
ating earnings by approximately $9 .3 mil
lion aftertax or $.59 per share. It is 
estimated that additional amortization of 
$4.5 million will also be incurred in !989 
before the conversion process is completed. 

Policy acquisition expenses also include 
$4.5 million for the estimated umecover
able costs of Medicare Supplement busi
ness due to lower projected persistency 
experience. 

In 1986 the Corporation adopted State
ment of Financial Accounting Standards 
No. 87, "Employers' Accounting for Pen
sions." This resulted in pension income of 
$3.4 million, $3.1 million and $3.6 million 
in 1988, 1987 and 1986, respectively, 
reflecting the amortization of the initial ex
cess of plan assets over projected benefit 
obligations over approximately eleven 
years. 

The Corporation expensed $7 .3 million 
in 1988 for contributions to the GEICO 
Companies' Employee Stock Ownership 
Plan for principal and interest payments 
compared to $11.3 million in 1987 and 

$5.6 million in 1986. 
The provision for loan losses of 

GEFCO, which is included in other oper
ating expenses, was $3. 7 million in I 988 
compared to $4.7 million in 1987 and $1.2 
million in 1986, primarily due to the 
depressed Colorado economy. 

In 1986 dividends to policyholders of 
$10 million were accrued to be paid in 
some states \Vhere underwriting experience 
was more favorable than anticipated. No 
dividends were accrued in 1988 or 1987. 

Interest expense from corporate debt in
creased to $19.8 million in 1988 compared 
to $16.8 million a year earlier and $18.4 
million in 1986, reflecting debt incurred for 
the repurchase of shares in 1988. Interest 
expense for GEFCO decreased to $15.8 
million in 1988 compared to $16.9 million 
in 1987 and $18.2 million in 1986, reflect
ing decreases in both average borrowings 
and the average cost of funds. 

INCO~IE TAXES 

Operating earnings before taxes were 
$145.6 million in 1988 compared to $163.9 
million in 1987. Federal income taxes were 
$11.2 million in 1988 compared to $13.7 
million in 1987, reflecting less pretax earn
ings and a decrease in the corporate tax 
rate on ordinary income from 40% to 
34%, partially offset by a decrease in the 
"fresh start" tax benefit to $7 .3 million in 
1988 from $14.9 million in 1987. Under 
accounting rules currently used by the Cor
poration, the "fresh start" adjustment \Vill 

also benefit future periods but to a 
decreasing extent. Operating earnings be
fore tax increased to $163.9 million in 1987 
from $137.3 million in 1986, while feder
al income tax expense decreased to $13. 7 
million in 1987 compared to $18.0 million 
in 1986 due to the $14.9 million "fresh 
start" benefit in 1987 and a decrease in the 
corporate tax rate from 460Jo to 40%. 

The Tax Reform Act of 1986 included 
provisions to increase significantly current 
taxes payable for property and casualty in-

surance companies by accelerating the 
reporting of taxable income and by prorat
ing investment income to tax indirectly 
150Jo of the tax-exempt interest and divi
dends received deduction on securities pur
chased after August 7, 1986. The 
provisions which accelerate taxable income 
include discounting reserves for tax pur
poses, disallowing 200Jo of the increase 
(decrease) in unearned premiums as a tax 
deduction (income), and reporting 200Jo of 
the reserve for unearned premiums at 
December 31, 1986 as taxable income rat
ably over six years beginning in I 987. Ad
ditionally, the Internal Revenue Service has 
issued regulations to tax salvage and 
subrogation recoveries on an accrual ba
sis rather than as collected beginning in 

1988. Salvage and subrogation recovera
ble at December 31, 1987 will be reported 
as taxable income on a prorata basis over 
six years. The increase in current taxes due 
to these timing differences, whereby in
come is reported sooner for tax purposes 
than for financial statement purposes, is 
offset by a deferred tax benefit with no im
pact on the total tax pro">'!S:.Jn for finan
cial statement purposes. 

Current tax expense on operating earn
ings rose sharply to $25.8 million and 
$42.9 million in 1988 and 1987, respective
ly, compared to a tax benefit of $.7 mil
lion in 1986, reflecting the new tax 
provisions and higher pretax earnings. The 
current tax expense in 1988 was reduced 
by approximately $19.8 million due to the 
decrease in unearned premiums resulting 
from the conversion to six-month premi
um terms. 

OPERA TING EARN'INGS 

Consolidated operating earnings totaled 
$134.4 million, down I0.50Jo from $150.2 
million in 1987 which was up 25.90Jo from 
$! 19.3 million in 1986. Operating earnings 
per share decreased 5.90Jo in 1988 to $8.48, 
following a 30.4% increase to $9.01 in 
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1987. Per share earnings in 1988 and 1987 
included special tax benefits of $.46 and 
$.89 per share, respectively, as a result of 
the "fresh start" provisions of the Tax 
Reform Act of 1986. The number of 
shares of Common Stock outstanding was 
reduced in both 1988 and 1987 through the 
repurchase of shares, as explained in the 
Capital Structure section of this report. 
The weighted average shares outstanding 
were 15,860,524 in 1988 compared to 
16,672,605 in 1987 and 17,260,930 in 1986. 

Nl-..l INCOrtfE 

Net income totaled $189.0 million ($11.92 
per share) compared to $177.9 million 
($10.67 per share) in 1987 and $217.7 mil
lion ($12.61 per share) in 1986. Net income 
in 1988 reflected a net aftertax realized 
gain of $54.6 million ($3.44 per share) 
compared to 1987 and 1986 gains of $27.7 
million ($1.66 per share) and $98.5 million 
($5.70 per share), respectively. The after
tax realized gains reflect an increase in the 
long-term capital gains tax rate from 28% 
in 1986 to 34o/o for 1988 and 1987. The 
change in net unrealized appreciation of 
equity securities, which is reflected direct
ly in shareholders' equity but not in net 
income, was a modest increase of $12.4 
million in 1988 due primarily to taking sig
nificant realized gains during the year com
pared to a decrease of $72.3 million in 
1987 due to the sharp decline in the equi
ty markets in October 1987. 

CAPITAL STRUCTURE 

At December 31, 1988, the Corporation's 
capital structure consisted of 15,439,584 
common shares outstanding, reduced 
through repurchases from the 17,696,738 
shares outstanding on December 31, 1985. 
The repurchased shares are held in the 
Corporation's Treasury. 

Through open market and private trans
actions, the Corporation acquired a net 
1,045,400 shares for $94.8 million in 1986, 

18 

546,634 shares for $62.8 million in 1987 
and 770,507 shares for $97 .1 million in 
1988. Under the current repurchase 
authorization, 1,287,872 shares remained 
unpurchased at December 31, 1988. 

In 1988 the Corporation and GEFCO 
entered into a credit agreement with two 
banks enabling borrowing up to $150.0 
million. The Corporation borrowed $60.0 
million for the repurchase of shares and 
repaid $30.0 million of that debt prior to 
December 31, 1988. GEFCO has bor
rowed $32.0 million under the agreement 
to finance its operations. 

In 1987 Resolute's $11.9 million of 
debt was paid in full and its revolving 
line of credit was terminated. 

The GEICO Companies Employee 
Stock Ownership Plan and Trust (the 
Trust) purchases shares of the Corpora
tion's stock with borrowed funds as autho
rized by the Board of Directors. The 
repayment of such loans, including 
interest, is guaranteed by the Corporation. 
In tum, the Corporation makes voluntary 
contributions to the Trust which are used 
to pay the interest and to reduce the prin
cipal. As repayments are made, a prorat
ed number of shares are released to the 
accounts of all participating associates. 

The Trust borrowed $18.1 million, 
$18.0 million and $11.0 million in 1988, 
1987 and 1986, respectively. In the same 
period the Corporation accrued contribu
tions of $24.1 million, enabling the Trust 
to make interest payments and repay $19.0 
million of the loan principal. At Decem
ber 31, 1988, the loan balance was $50.0 
million. The obligations of the Trust are 
included in the Corporation's debt and a 
like amount deducted from shareholders' 
equity. 

PROPERTY ANO CASUALTY 
LOSS RESERVES 

LOSS RESERVING i\fETllOOOLOGY 

.. 

Reserves for loss and loss adjustment 
expenses (LAB) at any report date reflect 
the estimate of the liability for the ultimate 
net cost of reported claims and estimated 
"incurred but not reported" ('3NR) 
claims arising from accidents which had 
occurred by that date. Property and 
casualt v loss reserves on unsettled claims 
are based on averages for all automobile 
material damage and medical payments 
claims and for automobile injury claims 
(other than medical payments) reported 
within the most recent three months. Case
basis estimates are established for autom
bile bodily injury liability, uninsured 
motorists and personal injury protection 
claims after three months, and for lines of 
business other than automobile from in
ception. IBNR loss reserves are calculated 
estimates. The reserves for losses include 
additional amounts to reflect anticipated 
future economic and social conditions. The 
determination of these amounts includes 
consideration of studies of the Companies' 
reserve levels performed annually by in
dependent consulting actuaries. The 
methods used to develop reserves are sub
ject to continuing review and refinement. 

Property and casualty reserves include 
a provision for inflation in the expected 
cost of settling claims. Reserves for claims 
while on a;erage, as well as IBNR claims, 
are based on selected average claim costs 
which reflect the costs and inflation trends 
observed in claims closed in recent quart
ers. Case-basis reserves are established by 
claims personnel based upon the project
ed costs of settling each claim in today's 
dollars plus an explicit provision for 
inflation through the anticipated claim 
settlement date. 

Reserves are tested for adequacy using 
many analyses and actuarial projections. 
Some projections, using claim closure 



models, use an assumed rate of inflation 
by which the historical cost of settling 
claims is expected to increase in the future. 
Other tests, such as incurred loss and pay
ment projections, reflect the inflation 
which is implicit in the historical data. 
Assumed inf ;ation rates are selected after 
giving consideration to the particular com
pany's experience, industry data and eco
nomic indicators. The strengths and 
weaknesses of each projection and reserve 
test are reviewed, using actuarial judgment 
and knowledge of the Companies' opera
tions, when selecting the reserve for loss 
and loss adjustment expenses. 

RECONCll.IATION OF CLAIM RESERVES 

An analysis of the changes in aggregate 
reserves for property and casualty losses 
and LAE reported under generally accept
ed accounting principles (GAAP) for each 
of the last three years is presented below. 
Since reserves are necessarily based on 
estimates, the ultimate net cost may vary 
from the original estimates. As adjust
ments to these estimates become necessary, 
they are reflected in current operations. 

Reconciliation of Claim Reserves 

(In millions) 

Reserves- for loss and LAE at January 1 

Incurred loss and LAE 

Property and casualty loss reserves 
for GAAP financial reporting differ 
from statutory reserves because GAAP 
reserves are reduced for anticipated sal
vage and subrogation recoveries. Reduc
tions of $53.8 million, $45.7 million and 
$38.3 million for anticipated recoveries 
at December 31, 1988, 1987 and 1986, 
respectively, are reflected below. GAAP 
reserves at December 31, 1988, 1987 and 
1986 also exclude $85.0 million, $85.0 
million and $60.4 million, respectively, 
of reserves assumed under a statutory 
reinsurance contr~ct. 

LOSS RESERVE UE\'ELOP~tENT 

Loss and loss adjustment expense reserves 
are established at each valuation date for 
all reported and projected IBNR claims us
ing management's judgment based on the 
information known as of that date. As 
time passes, more information about the 
claims becomes known and reserve esti
mates are appropriately adjusted up,vard 
or downward. Because of the estimation 
elements encompassed in the reserving 
process and the time it takes to settle many 

of the most substantial claims, several 
years are required before a meaningful 
comparison of actual losses to reserves can 
be developed. 

The development of reserves refers to 
the difference between estimates of 
reserves as of the original year's end and 
the re-est.nated liability at each subsequent 
year's end, based on actual payments in 
full or partial settlement of claims plus re
estimates of the reserves required for 
claims still open or claims still unreport
ed. Downward development means that 
the original reserve estimates were higher 
than subsequently indicated. Upward 
development means that the original 
reserve estimates were lower than subse
quently indicated. 

The table on the next page presents the 
GAAP claim reserve liability for loss and 
LAE as originally estimated for the years 
1978 through 1988, the cumulative 
amounts paid with respect to the reserves 
for each subsequent year, the re-estimated 
liability at the end of each year, and the 
resulting development of the original 
reserve estimates for 1978 through 1987 as 
evaluated through December 31, 1988. 

1988 1987 

$ 993.4 $ 831.5 

1986 

$ 698.6 

Provision for current accident year claims ................................................. . 1,200.8 1,094.3 980.5 
Increase (decrease) in provision for prior accident years claims ............................... . 15.7 3.0 ~) 

Total loss and LAE incurred ............................................................. . 1,216.5 1,097.3 976.1 

Payments for loss and LAE 
Payments on current accident year claims .................................................. . (638.8) (558.6) (513.5) 

Payments on prior accident years claims ................................................... . (453.7) (376.8) (329.7) 

Total payments for loss and LAE ........................................................ . (1,092.5) (935.4) (843.2) 

Reserves for loss and LAE at December 31 .................................................. . $ 1,117.4 $ 993.4 $ 831.5 
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The Corporation strives to maintain 
adequate loss reserves. Consequently, 
Resolute Reinsurance Company increased 
its estimate of losses incurred for prior 
years by approximately $22 million in 1987 
and an additional $19 million in 1988. The 

upward development of reserves for 1984 
through 1987 is substantially due to these 
increased estimates of losses incurred for 
Resolute. Management believes that its ag
gregate provision for loss and loss adjust
ment expenses at December 31, 1988 is 

Consolidated Property and Casualty Resen1e Development 

(ln millions) 
As of December 31, 1978 1979 1980 1981 1982 1983 1984 
Reserves for 

reasonable and adequate but, given the in
herent variability of conditions which af
fect future claim settlements, the 
subsequent development of such reserves 
could be substantial. 

1985 1986 1987 1988 

Loss and LAE ........... $482.2 $468.9 $470.7 $477.8 $518.1 $526.3 $580.2 $698.6 $831.5 $ 993.4 $l,ll7.4 

Cumulative Payments as of: 
One year later ......... 216 . .l 2l l.O 2l4.2 207.6 229.2 236.7 274.3 329.7 376.8 453.7 
T\\'O years later ........ 3l9.0 306.5 301.l 295.8 320.9 338.7 393.3 478.5 563.2 
Three years later ....... 378.0 355.5 347.0 343.8 371.2 396.8 461.7 569.7 
Four years later ........ 405.3 380.6 372.4 368.5 400.3 429.2 503.8 
Five years later ........ 4l8.7 394.6 385. l 381.8 4l5.9 449.l 
Six years later ......... 426.3 400.6 392.8 388.8 426.7 
Seven years laier ....... 429.5 405.0 396.4 394.6 
Eight years later ....... 431.0 406.6 399.6 
Nine years later ........ 432.4 408.6 
Ten years later ......... 433.7 

Reserves Re-estimated as of: 
End of year . ·········· 482.2 468.9 470.7 477.8 518.l 526.3 580.2 698.6 83l.5 993.4 
One year later .. ······· 470.2 455.l 453.5 447.4 470.6 481.6 563.6 694.2 834.5 l,009.l 
T\vo years later ........ 464.8 444.6 430.4 422.8 45l.l 480.3 562.5 707.8 862.2 
Three years later ....... 458.2 430.7 4l4.9 4l3.9 445.5 479.7 580.7 729.7 
Four years later ........ 450.8 419.4 4l2.l 406.3 445.5 493.3 597.4 
Five years later ........ 441.7 4l9.0 406.4 407.4 454.5 505.7 
Six years later ......... 442.5 4l4.2 407.8 4l0.0 458.7 
Seven years later ....... 439.4 4l5.6 409.8 4l2.0 
Eight years later ....... 439.4 416.0 4ll.5 
Nine years later ........ 439.5 4l7.6 
Ten years !3ter ......... 440.9 

Upward (Downward) 
Dev~lopment ............ $(41.3) $(51.3) $(59.2) $(65.8) $(59.4) $(20.6) $ l7.2 $ 31. l $ 30.7 $ l5.7 

Upward development of reserves for 1984 through 1987 is substantially due to 
increased estimates of Resolute's losses incurred as described above. 
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LIQUIDITY 

CASH FLO\\' 

The Corporation and its subsidiaries gener
ated a positive cash flow of $221.5 mil
lion from operations in 1988 compared to 
$284.5 million in 1987 and $337.1 million 
in 1986. A substantial portion of the 
decrease in cash flow from operations in 
1987 was due to the Ta' Reform Act of 
1986 which increased the amount of fed
eral income taxes paid by property and 
casualty insurance companies. Casr. flow 
declined further in J 988 because the con
version to six-month premiums caused a 
delay in collecting approximately $100 mil
lion of premiums compared to twelve
month premiums. Total cash flow in 1989 
should not be adversely affected by six
month premiums since premiums \vritten 
and billed will return to normal levels. 

During the three-year period, the Cor
poration's financing activities included 
payments of $256.9 million net to repur
chase its Common Stock and $66.6 mil
lion in dividends to its shareholders. In the 
same period, the Corporation used a net 
$515.5 million for investing activities. 

The Corporation receives dividends 
from Government Employees Insurance 
Company, its principal subsidiary, which 
provides a portion of the funds necessary 
for parent company operations. The 
regulatory restrictions on such dividends 
are described in Note "C" to the finan
cial statements. 

The Corporation has a continuing out
look for a positive cash flow and ample 
liquidity from operations. 

INVF..ST~IENTS 

'Pretax net investment income increased 
9.8"7o to $143.5 million in 1988 from 
$130.7 million in 1987 and $125.1 mil
lion in 1986. lnvestment income growth 
over the past three years was moderat
ed due to substantial repurchases of the 
Corporation's Common Stock using 
funds which would otherwise have been 
available for investment. 

Net new investments of $94.3 million 
were made in the consolidated portfo
lio in 1988. Net purchases made includ
ed $32.6 million of call options on 
Federal Home Loan Mortgage Corpo
ration preferred stock, $218.3 million of 
tax-exempt bonds, and $9.8 million of 
U.S. Government/ Agency bonds. Net 
sales included $76.6 million of common 
stocks along with $82.8 million of 
money market, sinking fund and other 
preferred stocks, and $18.2 million of 
corporate bonds. During the year, the 
Corporation realized a net aftertax gain 
of $54.6 million from the sale of invest
ments. At year-end, the market value of 
fixed maturity investments was $1,684 
million which was $13 million above 
statement carrying value. 

Net unrealized appreciation of equi
ty securities, after deferred taxes, as 
reflected in shareholders' equity, was 

$46.5 million compared to $34.2 million 
a year earlier. 

The common stock portfolio, adjust
ed for purchases and sales, had a total 
aftertax return of 19.9"7o in 1988 com
pared to a loss of 5.2"7o in 1987. The 
comparable returns for the S&P 500 
were l l.5"7o and 5.3"7o. The largest in
dustry positions in the common stock 
portfolio at year-end were in insurance 
(13.8"7o), food (9.9"7o), railroads (9.4"7o) 
and energy (8.l"lo). 

The GEICO Corporation Investment 
Summary on the next page shows the 
year-end consolidated investment port
folio for 1988, 1987 and 1986. The car
rying value of bonds and redeemable 
preferred stocks is amortized cost, while 
i~quity securities are carried at year-end 
market value. 

At December 31, 1988, the Corpora
tion and its subsidiaries held $95 .5 mil
lion in cash and cash equivalents. In 
addition, approximately $146.8 million 
of the bond portfolio will mature in 
1989. 

FINANCIAL ACCOUNTING 
STANDARDS BOARD STATEMENTS 

The Financial Accounting Standards 
Board has issued several statements which 
affect accounting practices used by the 
Corporation. See page 41 for a discussion 

of these statements, their irr:plementation, 
and their effect on the Corporation's 
financial statements. 
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GEICO Corporation Investment Summary 

(In millions) 

Short-term investments ........................................... . 

Fixed maturities 
U.S. Government bonds ........................................ . 
Corporate bonds .............................................. . 
Tax-exempt bonds ............................................. . 

Bonds ...................................................... . 
Redeemable preferred stocks .................................... . 
Other fixed maturities .......................................... . 

Equity securities 
Preferred srocks 
Common stocks ............................................... . 
Call options .................................................. . 

Totals .............................. · .......... · · · .. · · · .. · · · · · · 

GEICO Corporation Bond Maturity Table 

(In millions) 1988 

Amortized 
Maturity Value "lo Portfolio 

Less than one year . . . . . . . . . . . . . . . . . . . $ 146.8 9.l"lo 
1-5 years . . . . . . . . . . . . . . . . . . . . . . . . . . . . 294.0 18.2 
6-10 years ........................... 795.3 49.1 
11-15 years . . . . . . . . . . . . . . . . . . . . . . . . . . 208.3 12.9 
16-20 years .......................... 81.0 5.0 
Greater than 20 years . . . . . . ' . . . . . . . . . . 48.5 3.0 
Mortgage pools (I) . . . . . . . . . . . . . . . . . . . 43.7 2.7 

$ 1,617.6 100.0% 

Carrying 
Value 

$ 75.1 

297.8 
59.9 

1,259.9 

1,617.6 
39.3 
13.9 

1,670.8 

31.3 
407.1 

48.2 

486.6 

$2,232.5 

Market 
Value 

$ 146.7 
293.9 
794.8 
213.5 
85.3 
49.0 
42.5 

$ 1,625.7 

(I) Mortgage pools have regular periodic principal repayments over the life of the issue. 
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1988 1987 1986 

Carrying Carrying 
O/Q Portfolio Value Value 

3.4% $ 62.0 $ 47.2 

13.3 286.9 129.8 
2.7 77.3 32.8 

56.4 1,041.5 897.1 

72.4 1,405.7 1,059.7 
1.8 70.3 184.4 

.6 12.8 6.0 

74.8 1,488.8 1,250. l 

1.4 81.6 27.4 
18.2 402.7 608.8 

2.2 

21.8 484.3 636.2 

100.0% $ 2,035.1 $1,933.5 

1987 

Amortized Market 
Value % Portfolio Value 

$ 251.2 17 .90/o $ 251.3 
233.4 16.6 234.7 
603.1 42.9 615.3 
179.0 12.7 182.6 
81.9 5.8 85.6 
35.8 2.6 36.1 
21.3 1.5 21.0 

$ l ,405.7 100.00/o $ 1,426.6 
----



.. Report of Ernst & Whinney, Independent Auditors 

To The Shareholders 
GEICO Corporation 

\Ve have audited the accompanying consolidated balance sheets of GEICO c.-orporation and 
subsidiaries as of December 31, 1988 and 1987, and the related consolidated statements of 
income, shareholders' equity, and cash no,vs for each of the three years in the period ended 
December 31, 1988. These financial statements are the responsibility of the Corporation's 
management. Our responsibility is to express z.n-.Jpinion on these financial statements based 
on our audits. 

We conducted our audits in accordance \Vith generally accepted auditing standards. Those 
standards require that ,,,..e plan and perform the audit to obtain reasonable assurance about 
\\•hether the financial statements are free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and disclosures in the financial state
ments. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as \Vell as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of GEICO Corporation and subsidiaries at 
December 31, 1988 and 1987, and the consolidated results of their operations and their cash 
nows for each of the three years in ti1e period ended':Oecember 31, 1988 in conformity \vith 
generally accepted accounting principles. 

\Vashington, D.C. 
February 17, 1989 
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GEICO Corporation 
Consolidated Balance Sheet 

Decen1ber 31, in thousands of dollars 

ASSETS 

Investments-Note D: 

Fixed maturities, at amortized cost (market $1,684,156 and $1,517 ,837} .................................... . 
Equity securities, at market (cost $427,014 and $443,405) .•...........................•..............•.... 
Short-term investments ........................................................................... . 

Total Investments ............................................................................ . 

Cash ........................... ··································'············· ................. . 
Loans receivable, net-Note E ............................................. ~···-·· ........................ . 
Investment in affiliates-Note A ...........................................................•........... 
Accrued investment income .......................................................................... . 
Premiums receivable •..................••.........••.......•.....••.....••........................... 

Amounts receivable from sales of securities ............................................................. . 
Deferred policy acquisition costs-Note F .................•......................•...................... 
Property and equipment, at cost less accumulated depreciation of$60,421 and $54,761-Note G .................. . 
Other assets ....................................................................................... . 

Total Assets •••••••••••••••••••••••••••••••••••••••••••••••••••••..•••••••••.•••••••••••••••• 

See Notes to Consolidated Financial State111ents 

*Restated~ described in Note A 
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1988 1987' 

$1,670, 7(J6 $1,488,793 
486,586 484,291 

75,152 62,055 

2,232,504 2,035,139 

20,323 21,149 
194,546 184,089 
72,494 62,151 
41,353 34,998 

282,528 439,89t 
20,199 26,836 
84,052 94,883 
60,235 59,498 
52,317 53,907 

$3,060,551 $3,012,541 



LIABILITIES AND SHAREHOLDERS' EQUITY 

Liabilities 
Policy liabilities: 

Property and casually loss reserves .................................................................. . 
Lire benefit reserves ............ , •.......•..............................................•.......... 
Loss adjustment expense reserves ....................................... , , .......................... . 
Unearned premiums .............................................................................. . 
Dividends to policyholders ................... , , ••.....................................•............ 

Debt-Note G: 

Corporate and other ............................................................... , .............. . 
Finance company ........................................................ , ....................... . 

Savings deposits-Note H ........................................................................... . 
Amounts payable on purchase or securities ..................................... _ .................. , ..... . 
Other liabilities ...................................................................................... . 
Income 1axes-Noce I ............................................................................... . 

Total Liabilities .............................................................................. . 

Shareholders' Equity-Note J 

Comn1on Stock-SI par value, 601000,000 shares authorized, 32,161,000 and 32,149
1
560 shares 

issued and 15,439,584 and 16,198,651 shares outstanding ........................................•........ 
Paid-in surplus .................................................................................... . 
Unrealized appreciation of equity securities ............................................................. . 
Retained earnings .................................................................................. . 
Treasury Stock, at cost (16,721.416 and 15,950,909 shares) ...................•.•............................ 
Guaranteed bank loans of Employee Stock O\vnership Trust-Notes G and L ................................. . 

Total Shareholders' Equity ............................... , ...................................... . 

Total Liabilities and Shareholders' Equity .....•••...........•••...••••••........••••........•....• 

1988 

s 958,ffl6 
67,200 

159,371 
570,071 

1,754,658 

206,122 
93,833 
61,224 
15,828 

182,003 
39,493 

2,353,161 

32,161 
192,017 
46,530 

1,128,170 
(641,488) 
(50,()()()) 

707,390 

$3,060,551 

1987* 

s 855,903 
51,935 

137,459 
787,013 

1,658 

1,833,968 

170,727 
89,586 
62,411 
11,021 

182,300 
27,850 

2,377,863 

32,149 
191,302 
34,158 

964,366 
(544,340) 
(42,957) 

634,678 

$3,012,541 
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GEICO Corporation 
Consolidated Statement of Income 

For tile year ended December 31, in thousands of dollars except per share results 

Revenue 
Premiums .................................................•.........................•. 
Net investment income ............•.....................•................................ 
Interest on loans receivable .......................•............. , .•..•................•... 
Equity in earnings of unconsolidated affiliates .........•......................••...••...•..... 
Other revenue .........................•...........................•..................•. 

Total Revenue ................................................................... . 

Benefits and Expenses 
Losses, life benefits, and loss adjustment expenses .. , .. , ...................................... . 
Policy acquisition expenses-Note F .....•................................................... 
Other operating expenses ....•......•....•.•......................•..................... , . 
Provision for dividends to policyholders •.......•............. , ..•..... , .... , .......•..•.. , .. 
Interest e.xpense-Note G: 

Corpora[e and other .................................................•................. 
Finance company ...................•..............................................•.. 

Total Benefits and Expenses .......•.....•........••.....•..•................•....... 

Operating Earnings Before Income Taxes ................•.•...........•............... 
Income tax expense-Note I .. , .......•.............•..........•...................... ; ... 

Operating Earnings ....................•.•..........•.•................................•. 

Realized gains on investments, net of tax-Note D .....•..•..•................................ 

Net Income .......................... , .............•. , ................•................ 

Per Share Results-Nole K: 
Operating Earnings ......•...•..............•..•........... _ ...•.......•.... ~ .•........ 
Net Income .... , ........................... ·' .... , .. , ..... _ ............................ . 

See Notes to Consolidated Ffuancial Staren1e/lts 

'1Res101ed a5 descn'bed in Note A 

1988 

$1,556,883 

$ 

143,502 
31,159 
ll,245 
14,J29 

1,756,919 

1,260,746 
150,053 
164,964 

19,755 
15,786 

l,6ll,304 

145,615 
ll,172 

134,443 

54,595 

189,038 

$ 8.48 
$11.92 

1987' 

$1,435,528 

$ 

130,691 
27,100 

8,785 
17,916 

l,620,020 

1,131,982 
125,739 
164,727 

16,800 
16,896 

1,4%,144 

163,876 
13,693 

150,183 

27,731 

177,914 

$ 9.01 
$!0.67 

.. 

1986• 

$1,294,688 

$ 

125,129 
27,051 
5,990 

15,792 

1,468,650 

1,024,333 
107,596 
152,752 
10,000 

18,440 
18,241 

l,331,362 

137,288 
18,024 

lt'.1,264 

98,478 

217,742 

$ 6.91 
$12.61 
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GEICO Corporation 
Consolidated Statement of Shareholders' Equity 

For the year ended Dece111ber 31, in thousands of dollars 

Common Stock: 
Balance, beginning of year ....................................• , •........................... 

Exercise of stock options ................................................................. . 
Payment of performance shares ............................................................ . 

Balance, end of year • , ..................•......................•.................•... , ... . 

Paid-in surplus: 
Balance, beginning of year ............•....................... , ......•.•................... 
Proceeds over par value of stock issued upon: 

Exercise of stock options ............................................................... . 
Payment of performance shares .......•.... , ...............•.............................. 

Balance, end of year ..................................................................... . 

Unrealized appreciation of equity securities: 
Balance, beginning of year ................................................................ . 
Increase (decrease) in unrealized.appreciation, net of deferred taxes-Note D ....................... . 

Balance, end of year ................................................. , .................... . 

Retained earnings: 
Balance, beginning of year ........................................... , ...................... . 
Net income ....................................... ~ ..................................... . 
Dividends ($1.64, $1.36 and $1.08 per share) .•.. , ..... ,; ..•......•.•......•...........••....... 

Tax benefit of dividends to Employee Stock OY{jiershiiJ-Tfu~.'• ................................... . 
Balance, end of year ................... -•..............••.................................. 

Treasury StoCk, at cost: 
·Balance, beginning of year ................................................................. . 
Purchase of 792,272; 653,079 and 1,157,478 shares of Common Stock ........................•••.. 
Reissuance of 21,765; 106,445 and J 12,078 shares of Common Stock .•••...................•....••. 

Balance, end of year ..................................................................... . 

Guaranteed bank loans of Employee Stock Ownership Trust: 
Balance, beginning of year .................................................................. . 
Borrowings ....................................................•........................ 
Repayments ........•.................................................................... 

Balance, end of year ......... __ ......................... , ................................ . 

Total Shareholders' Equity ...................•.........•...•••.................••.........••. 

See Notes to Consolidated Financial Statements 

$ 

$ 

1988 1987 

32,149 $ 32,120 

12 IQ 

19 

32,161 32,149 

191,302 188,478 

624 482 

91 2,342 

192.017 191,302 

34,158 106,423 
12,372 (72,265) 

46,530 34,158 

964,366 808,549 

189,038 177,91~ 

(25,711) (22,447) 

477 350 

1.128,170 964,366 

(544,340) (481,584) 

(99,353) (73,756) 

2,205 11,000 

(641.488) (544,340) 

(42,957) (29,989) 
(18,143) {17,957) 

11.100 4,989 

(50,000) (42,957) 

707,390 $634,678 

1986 

$ 32,056 

8 

56 

32,120 

183,425 

299 
4,754 

188,478 

97,608 

8,815 

_106,423 

609,273 
217,742 

(18,466) 

808,549 

(386,737) 

{104,847) 
I0,000 

(481,584) 

(19,989) 
(11,000) 

1,000 

(29,989) 

$623,997 
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GEICO Corporation .. 
Consolidated Statement of Cash Flows 

For the year ended Decernber 31, in thousands of dollars 1988 1987' 1986' 

Operating Activities: 

Operating earnings ........................................... , .................... , ... . $ 134,443 $ 150,183 $ 119,264 
Adjustments to reconcile operating earnings to net cash provided by operating activities: 

Net premiums receivable .......................................................... . 157,363 (16,345) (62,440) 
Deferred policy acquisition costs ..................................................... . 10,831 (16,304) (15,502) 
Loss, life benefit and loss adjustment expense reserves .................................. . 139,290 177,928 141,696 
Unearned premiums .............................................................. . (216,942) 45,667 100,922 
Dividends to policyholders ..•.•........•..........•.....•..........................• (1,658) (8,'342) 10,000 
Unearned finance charges and allowance for loan losses ......•..........................• (180) 1,543 (3,273) 
Income taxes ..................................................................... . 5,472 (51,094) 20,225 
Equity in undistributed earnings or affiliates .•.......................................... (10,264) (7,962) (5,272) 
Provision for depreciation ........................................ -.. ,_ ............... . 10,371 11,149 10,244 
Accrual or discount and amortization or premilfrTis on investments ........................ . (1,825) (2,393) (3,326) 
Reinsurance balances and other ..... , ............................................... . (5,388) 484 24,560 

Net cash provided by operating activities ......................................... . 221,513 284,514 337,098 

Investing Activities: 
Purchase or investments ................•............................................... (1,471,~44) (1,187,898) (1,421,697) 
Change in payable on security purchases ................................................. . 4,;807 (6,347) (65,036) 
Sale or investments1 net of related taxes ................................................... . 1,34\1,785 1,007,633 1,330,507 
Change in receivable from security sales ............................. · .................... , . 6,637 43,178 (28,361) 
Principal collected on longer-term loans .................................................. . 64,978 71,137 83,804 
Longer-term loans originated or acquired ................• -: ............................... . (73,130) (84,566) (103,531) 
Investment in affiliates and subsidiaries .................................................. . (250) (1,182) (4,000) 
Purchase or property and equipment, net ...................................•.............. (11,108) (10,757) (8,889) 
Other .............................................................................. . __ _.!!) 118 (10) 

Net cash used by investing activities ......• , ..................................... . (129,626) (168,684) (217,213) 

Financing _ .. Activities: 
Issuance of debt ..................................................................... . 112,000 15,300 900 
Repayment and repurchase of debt ........................................................ . (70,524) (19,296) (31,816) 
Net change in short-term borrowings ...........•......................................... (9,050) 960 14,390 
Net change in passbook savings deposits .............. . -: . .. :-.-~ ....•......................... (1,098) (938) (475) 
Proceeds from sales of certificates of deposit ........ _. ..................................... . 20,601 31,594 33,380 
Payments for maturing certificates of deposit. ............................................. . (20,690) (54,164) (28,717) 
Proceeds from exerdse of.stock options ............................••.•.................... 636 492 307 
Purchase of Common Stock (Treasury) .................................................. . (99,353) (73,756) (104,847) 
Reissuance of Common Stock (Tn~asury) ............................•..................... 11,000 I0,000 
Dividends paid to shareholders ......................................................... . (25,711) (22,447) (18,466) 
Other. ............................................................................. . 476 346 (21) 

Net cash used by financing activities .....•....................•................... (92,713) (110,909) (125,365) 

Change in cash ................................................................. , ....... . 
Cash at beginniri't~·.of year ................................................................ . 

(826) 4,921 (5,480) 
21,149 16,228 21,708 

Cash at end of year ..... , .............................•................................ $ 20,323 $ 21,149 $ .16,228 

See Notes to Conso/idaled Financial Staten1ents 

*Restated as described in Note A 
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.. GEICO Corporation 
Notes to Consolidated Financial Statements 

NOTE A: CONSOLIDATION 

The consolidated financial statemencs include the accouncs of GEi CO 
Corporation (the Corporatio_n) and its subsidiaries. Investments in 
AVEMCO Corporation, a 340Jo owned general aviation insurance and 
finance company, and Bond Investors Group, Inc. (BIG), a 20% O\vned 
municipal bond guarantee insurance company, are accounted for using 
the equity method. 

In 1988 the Corporation adopted Statement of Financial Accounting 
Standards No. 94, (<Consolidation of All Majority-0\vned Subsidiaries" 
and restated prior periods. Accordingly, Government Employees Finan·
cial Corporation (GEFCO), a 1000'/o O\Vned consumer finance company, 
and two real estate partnerships \Vhich weI-e previously accounted for 
using the equity method are now included in the consolidated financial 
statements and notes. This change was not material tp the financial 
statements and had no effect on net income or shareholders' equity. 

Significant intf'rcompany accounts and transactions have been 
eliminated. 

Condensed Balance Sheets December 31. 
(In thousands) 1988 1987 

Assels 
Investments 

Short-term investments ..................... s 59,701 $ 41,257 
Fixed maturities ........................... 1,470,238 1,307,245 
Equity securities .......................... 465,037 447,178 
Affiliates ....•........................... 130,038 122,635 

Cash ............................ ·····.···· 13,261 11,144 
Property and equipment, net .................. 50,781 50,975 
Premiums receivable, net ....................... 279,074 426,996 
Deferred policy acquisition costs ................ 54,063 68,832 
Other assets ......................•......... 69,48;' 79.157 

$2,591,678 $2,555,419 

Liabilities and Shareholder's EquUy 

Reserves for losses and loss adjustment expenses .... Sl,058,023 s 937,058 
Unearned premiums ......... , ...•........... 566,262 776,703 
Other liabilities ................. , ........... 190,792 188,542 
Shareholder's equity ......................... 776,601 653,116 

$2,591,678 $2,555,419 

1/ 

PROPERTY AND CASUALTY INSURANCE 

Sun1mary consolidated financial data for Government Employees Insur
ance Company (GEICO), and its consolidated property and casualty 
subsidiaries are presented belo\V. The property and casualty insurance 
companies included are GEICO, GEICO General Insurance Compa
ny, GEICO Indemnity Company, and Criterion Casualty Company. 

Condensed Income Statemenls Year Ended December 3 l, 

(In thousands) 1988 _ __!2§2 1986 

Premiums ..................... St,492,361 $1,358,321 $1,191,601 
Net investment income ........... 119,885 105,362 98,347 
Equity in earnings of: 

GEFCO ..................... 3,331 240 5,028 
AVEMCO ................... 4,888 3,325 
BIG ........................ S,220 4,003 2,473 
Other affiliates ............... (1,314) 2,496 2,211 

Total Revenue ................ l,619,483 l,475,310 1,302,985 

Losses and loss adjus1mentexpenses. 1,186,837 1,053,412 944,386 
Other expenses .•................ 247,979 222,678 199,858 
Interest expense ................. 4,783 3,803 3,966 
Income 1ax expense ............... 22,745 26,863 25,800 

Total Benefits and Expenses ..... l,462,344 l,306.756 1,174,0IO 

Operating Earnings .............. 157,139 168,554 128,975 
Realized gains .................. 46,960 42,774 93,300 

Net Income .................. s 204,099 s 211,328 s 222,275 
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PARENT COJ\.IPAN\' OPERATfOSS 

A reconciliation of GEICO's consolidated net income lo the 
Corporation's consolidated net income is as follows: 

(/11 rlro11sm1ds) 1988 1987 

Net Income-GEICO ............ $ 204,099 s 211,328 

Parent company operations: 
Investment income ............. 4,302 5,441 

Operating expenses, net. .......• (7, 110) (5,039) 
Interest c..'<pense ....•.......... (14,820) (11,655) 
Ta.x benefit ................... 4,245 5,052 
Realized gains •.•. ~ ••••.••..•• 7,735 228 
Equity in income of affiliates •... (9,413) (27,441) 

Total parent company operations ... (15,061) (33,414) 

Net Income-GEICO Corpor.uion . s 189,038 $ 177,914 

RESOLUTE GROUP, INC. 

1986 

s 222,275 

6,244 
(9,714) 

(IJ,200) 

9,279 

4,414 

(1,556) 

(4,533) 

s 217,742 

Resolute Group, lnc., a consolidated reinsurance subsidiary, stopped 
accepting ne\v business in late l9S7 and is reducing its inforce bnsiness. 
Sun1mary financial data are as follo\VS: 

(In 111i//io11S) 1988 1987 1986 

lnvest1nents ......... , .......... s 54.5 s 64.2 s 60.l 
Total assets ........• , .........•.. 68.2 84.9 B9.4 
Loss and loss adjus1rntnt 

C.'<pense reserves ..•............ 59.4 56.J 36,I 
Shareholder's equity ....... , ..... 6.0 9.0 9.4 
Premiums earned ............... 7.4 31.4 39.5 
Underwriting loss ............... (28.6) (24.9) (3.0) 
Net investment income ••••••••••• 4.3 4.2 4.2 
Net income (loss) ................ (16.0) (13.2) .9 

LIFE INSURANCE 

Summary financial data for Garden Srate Life Insurance Company and 
GEICO Annuity and Insurance Cornpany1 \Vho11y owned life insurance 
subsidiaries, and a related marketing company are as follows: 

(J11111i/lions) 1988 1987 1986 

Investments ..........•....•.... s 95.1 $ 83.9 s 66.9 
Total assets ......•..•••......... 140.6 121.8 97.l 
Shareholder's equity ............. 51.4 48.2 36.1 
Premiums ...........•.......... 57.1 45.8 63.6 
Net investment income ...•••..... 8.7 7.1 6.8 
Net income (1oss) .......• , ....... (1.3) 2.6 2.7 
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GEfCO 

Summary financial da!a for GEFCO, a IOOo/o O\vncd consumer finance 
company, arc as follows: 

(Jn n1illions) Dece1nber 31, 

Condensed Balance Shet.'tS 1988 1987 

Cash and investments ........................ s 22.7 s 27.2 
Net finance receivables .....•................. 194.8 184.1 
Other assets ....•........................... J0.2 ---1.!d 

Tora! assets ..............................• $227.7 $222.6 -- --
Notes and debentures payable ....... , .......... SI00.8 s 97.1 
Liability for savings deposits ................... 61.3 62j 
Other liabilities .............................. ~ --12 

Total liabilities ....•.........•.........•... 181.5 175.3 
Shareholder's equity ......................... 46.2 47.J 

Total liabilities and equity ................... S227.7 $222.6 

Year Ended December 31, 

Condensed Income Sl:Jlemenls ~ 1987 ~ 

Interest on finance receivables ... , . $31.1 $27.1 $27.1 
lnvestmenl 'and other income .... , . -2:1 5.8 10.2 

Total revenue ............•.... 33.5 32.9 37.3 
Interest and capita! financing 

expenses ......•.............. 16.6 17.8 18.8 
Other operating expenses .....•... 12.2 13.4 9.3 
Income taxes ................... 1.6 .3 2.) 

Discontinued operations, net of tax . ~ __!.,2 
Net income .................. s 3.1 $ .I $ 4.8 

GEICO received dividends of $3,447 ,000 in 1988, $2,095,000 in 1987, 
and $1,206,000 in 1986 from GEFCO. 
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PLAZA RESOURCES CO~tl'Ai'i\' 

Plaza Resources Con1pany (Plaza), a wholly owned subsidiary, partici
pares in a variety of ventures and investn1ents. lnve"n1ents include a real 
estate rinancing loan due in 1991, p~rtnership interests in two real estate 
projects \Vhich are developing and selling ti1neshare vacation units 
jointly \Vi th GEFCO, and oil and gas e.">:ploration joint ventures. The 
real estate financing loan is currently in bankruptcy proceedings but the 
Company believes its investn1ent is adequately collateralizcd. 

Summary rinancial data for Plaza are as follo,vs: 

(!11111illio1ts) 

Condensed D:ilance Sheets 

Investments in: 
Real estate financing Joan ..•.•.•..•....•..•. 
Real estate dcvelopn1ent panncrships .•......•. 
Producing oil and gas lields ................• 

Other assc1s and liabilities, UC( ••••••••••••••••• 

Shareholder's equity ....•.................... 

Net income (loss) ...........•............... 

A\"EMCO 

December 3J. 

1988 1987 

s 13.9 s 12.S 
8.6 5'.7 

1.2 1.9 

.4 .4 

s 24.1 S 20.S 

s .2 s (.3) 

Sun1n1ary financial data for AVErvtCO, a 34°/o owned aviation insur
ance and finance company, are as follows: 

(In 111illio11s) 1988 1987 1986 

Total assc1s •.•.••.•.•.•••....•.. $202.9 Sl94.5 Sl74.5 
Shareholders' cquily ..•••.....•.. 84.0 68.4 63.1 
Revenue ••••••••••••••••••••••• 106..4 116.2 95.2 
Net inco1ne .............. , ..... 18.4 19.7 12.2 

In November 1987, GEICO Indemnity sold its investment in AVErvlCO 
to the Corporation. The Corporation received dividends of $982,000 in 
1988 and 5211,000 in 1987 from AVEMCO. GEICO Indemnity received 
dividends of 5612,000 in 1987 and 5718,000 in 1986 from AVEMCO. 

At December 31, 1988, the total market value of AVE~vlCO shares 
held by the Corporation \\'as $78.2 million. 

HOND J:\'\'ESTORS GROUP. l'.'OC. 

GEICO o\vns a 200fo interest in BIG, a municipal bond guarantee insur
ance company. GEICO's equity in Bl G's net income approxima1ed $5.0 
million in 1988, S4.3 million in 1987, and $2.5 million in 1986. 

NOTE II: SIGNIFICANT ACCOUNTING POLICIES 

HASIS OF ltEl'ORTl:'\G 

The accon1panying financial statements arc presented in conforni.ity 
\vith generally accepted accounting principles (01\AP). These princi
ples differ from statutory accounting practices prescribed or permitted 
by regulatory authorities for the insurance subsidiaries. See Note C for 
statutory a111ounts of net incon1c or loss, shareholder's equit)' and lin1ita
tions on dividends. 

l~VI-::,.i.,1·t\fE"'TS 

Investments in fixed maturities (bonds, notes and redec111able preferred 
stocks) are reporicd at an1ortized cost and inveslments in equity securi
ties (common stocks, nonredeemable preferred stocks and call options) 
at marke1 value. Realized gains and losses on sales of investmen1s, as 
dc1ern1ined on a specific identification basis, are included in the state
ment of income. GEICO Corporation's equity in changes in unrealized 
appreciation (dei)reciation) on equity securities, after deferred income 
tax effects, is reported directly in shareholders' equhy. The consolidated 
unrealized investment appreciation a1 December 31, 1988, before 
deferred tax effects, consisted of gross gains of $72.1 million and gross 
losse.1i of SI 2.5 million. 

DEFERRED POI.ICY ACQUISITIO.\' COSTS 

Costs that vary with and arc directly related to the production of busi
ness and are recoverable have been deferred. Such costs include commis
sions, premium taxes, advertising and certain underwriting and policy 
issuance cos1s. The costs of acquiring property and casualty insurance 
arc being amortized to incon1e as the related wriuen premiums are 
earned. The costs of acquiring life and health insurance are being amor
tized based on actual and projected company experience over the pre-
1nium paying period. 
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LOSS. LIFJ-; HE'.\EFIT A~D LOSS AI>Jl'Sl':\IE..'\T EXl'E\Sl~HESER\'E..1' 

Properly and casually loss reserves are based on averages for automobile 
clain1s reported within the n1ost recenc rhree months, case basis esri
ma1es for other reported clain1s and calculated cstin1a1es of unreported 
losses. The reserve for losses funher includes addi1ional amounts to 
renect anticipated future econo1nic and social conditions. The de1ern1i
nation of these additional amounts includes consideration of studies of 
rec;crvc levels performed by independenr consulting actuaries. The 
rescr\'e for losses has been reduced by approximately S53.8 million and 
S45.7 niillion al December 31, 1988 and 1987, respectively, for antici
pated salvage and subrogation recoveries. Loss adjustn1ent expense 
reserves are based upon estin1atcs of expenses 10 be incurred in the settle
ment of claims. Reserves are recorded net of estin1ated reinsurance 
recoverable on unpaid losses and loss adjustinent expenses. 

lvlanagement believes that its aggregate provision for loss and 10;;5 
adjusunent expense at December 31, J 988 i.s reasonable and adequate to 
cover the ultimate net cost of losses on reported and unreported claims 
arising from accidents \\'hich had occurred by that date, but such provi
sion is necessarily based on estitnates and the ultimate net cost may vary 
from such estimates. 1\s adjustments to these estin1ates become neces
sary, such adjustments are renected in current operations. The methods 
used to develop these reserves are subject to continuing revie\v and 
refine1nent. 

Liabilities for future life policy benefits have been computed princi
pally by the net level premium method \Vith anticipated rates of mortal
ity, wilhdra\\'als and investmenl yield based upon company e.xperience. 

i>Rl-:.\lll'M REYE\l'EA:\D DIVIDENDS TO POl.IC\'HOLDERS 

Property and casualty and health premiums are earned prorata over the 
terms of the policies, and life and annuity premiums are recognized as 
revenue over the premium paying period. Premium revenue is reported 
net of reinsurance. Dividends to policyholders of S 10.0 million \\'ere 
charged 10 operations in 1986 based upon amounts expected to be paid. 

l\TERL"'l O.'\ 1.0A\S RECEl\~\IU.E 

In 1988 GEFCO adopted the accrual method for recording interest 
incon1e, \\'ith suspension of accrual if collectibility is nol probable. 
Previously, GEFCO recognized interest from interest-bearing receivables 
as collected. As a result of this accounting change, interest on loans 
receivable increased by approximately $2.4 million \Vith a resulting in-
\ 1'ease in net income of approximately SI .5 million. 

' LOA\ ':HtARGE-OFF POI.IC\' 

Unsecured personal loans \\'hich are at least 31 days contractually delin
quent and have not paid the equivalent of one regular installment 
amount in the preceding six months are \\Tinen off monthly. Addhion
ally, all unsecured personal loan accounts are \Vritten off upon receipt of 
bankruptcy notices. Loans secured by real estate \Vhich have not paid the 
equivalent of one regular installment amount in the prior three months 
are revie,ved monthly, and the portion deemed uncollectible is \vritten 
off by the end of a calendar quarter. At time of foteclosure, loans are 
\vritten do\vn to an estimated net realizabl~- value. 
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ALl,O\\'ASCE: !'"OH I.QA\ 1.0SSE.."i 

The allowance is cs1ablished based upon csti1nates of future net losses, 
loss experience and prevailing economic conditions. Continuing efforts 
are made to recover all 1nonies \\'ritten off and such recoveries are cred
ited to the allowance for loan losses. 

PROPEHT\' AND EQL!ll';'.lf.ST 

The annual provisions for depreciation are computed by the straight-line 
method over45 year useful lives for buildings and over 3-10 year useful 
lives for equipment. 

GOOD\Yll.L 

The excess of the purchase price over the fair value of the net assetS 
acquired on purchased subs{diaries and affiliates has been recorded as 
good\\'ill and is being amortized on a straight-line basis over f arty years 
or less. At December 31, 1988, the Corporation's balance sheet includes 
net nel?ative eood\vill of $4.2 million for consolidated subsidiaries and 
good,;,ill of $4.8 million for unconsolidated subsidiaries. 

SE\\' ACCOUl'lo,,NG STANDARDS 

During 1988, the Corporation adopted Sta1ement of Financial Account
ing Standards No. 95 entitled "Statement of Cash Flows." As a resuh, 
the Statement of Changes in Financial Position has been replaced by a 
Staten1entofCash Flows. In late 1987, the Financial Accounting Stan
dards Board issued ne\\' standards on accounting for income taxes and 
accounting and reporting for certain life insurance and annuity contracts 
and realized gains and losses on sale of investments. Implementation of 
the ne\\' standard on accounting for income ta'Xes, which is required for 
1990 \\'ith earlier adoption permitted, \\'ill require an adjustment of 
deferred tro:es to the liability method. The effect of implementing 
this standard on the Corporation's financial statements is not yet deter
minable. lmplen1entation of the ne\\' standard for life insurance and 
annuity contracts ant:· n.::ti!ized gains and losses, "'hi'ch is required for 
1989 with prior periods restated, \viii require reporting realized invest
ment gains and losses on a pretax basis \\'ith revenues, investn1ent 
income and expenses in arriving at income before tro:. Addition21ly, 
certain annuities \Vithout mortality risks will be accounted for as invest
ment contrac1s. Implementation of this standard \Viii not have a signifi
cant effect on the Corporation's net income or shareholders' equity. The 
Corporation anticipates C\dopting these s1atements in the years required. 
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NOTE C: STATUTORY RESULTS 

Consolidated net inwme for all property and casualty insurance subsidi
aries was $173.0 million in 1988, $140.8 million in 1987, and $207.S 
million in 1986 as determined under statutory practices. Consolidated 
shareholder's equity under statutory practices ror these subsidiaries \Vas 
$650.9 million and $548.4 million at December 31, 1988 and 1987, 
respr.ccively. 

Consolidated life insurance subsidiaries reported net losses of $2.0 
million in 1988, $9.5 million in 1987 and $2.4 million in 1986 as deter
mined under statutory pra-:tices. Consolidated shareholder's equity 
under statutory practices for these subsidiaries \Vas $17.5 million and 
$15.9 million at December 31, 1988 and 1987, respectively. 

Statutory requirements place limitations on the maximum amount of 
annual dividends and other distributions \Vhich can be remitted to the 
Corporation by its consolidated insurance subsidiaries \Vithout prior 
approval of the appiopriate state insurance commissioners. The consoli
dated insurance companies had total net assets of$776.6 million at 
December 3 l, 1988, of \Vhich~approximately $334.9 million is available 
for payment of dividends in 1989 and other amounts may be available in 
the form of loans or cash advances. During 1988 the Corporation 
received S92. l million in dividends from these subsidiaries. 

NOTED: INVESTME:\T OPERATIONS 

IN\'£STh1E1'TINCOME 

The sources of investment income are summarized as foJlo,vs: 

(In thousands) 1988 1987 

Fixed maturi1ies ••••••••••••...•. $114,242 Sl00,43t 
Equity securities ................ 20,888 2t,741 
Shon-1erm investments, •••.•••••• 13,102 t2,689 
Other •.•.••••••••.•••••••••••• ~ 2,783 

Total investment income .•.••••••• 149,8<.S 137,644 

Investment e.xpenses •••••••.••••. 6,366 6,953 

Net investment income •••.••••••• $143,502 St30,691 

1986 

s 94,711 
20,912 
11,123 
3,964 

130,710 

~ 
$125,129 

Investments in fixed maturities \Vith a carrying value of $15.8 million 
\Vere non-income producing for the t\\'elve month period ended Decem
ber 31, 1988. 

REAl.JZEO GAINS (LOSSFS) 

Realized gains (losses) on investments are summarized as follows: 

(In rhourands) ~ t987 ~ 

Fixed maturities ••••.•••••.•. -.. ~· s 1,748 s 1,432 s 14,449 
Equity securities .•...••••••••..• 80,835 39,874 131,629 
Equity ip affiliares' realized gair,.s 

Oosses) and other •.••••••..•••. ~) __ 7_1~ 651 

82,351 42,019 t46,729 
Income taxes •.•••••••.•.•...•.• (27,756) (14,288) (48.25t) 

Realized gains, net of 1axes •••••••• s 54,595 s 27,731 s 98,478 

UNREALIZED Al'PRECIATIO~ (l>EPRECIATIO'.\:) 

A su1nmary of the net change in unrealized appreciation (depreciation} 
on investments in equity securities during each year, renected directly in 
shareholders' equity, is as follo,vs: 

(!11 thousands) 1988 t987 t986 

Increase (decrease} in unrealized 
appreciation ••..•••••••••• , •.. s 18,685 s (!07,043) s tl,637 

Equity in affiliates' unrealized 
appreciation (depreciation) .•.... 6t (3, 113) 414 

Deferred income laxes ••••.•..•.•. (6,374) 37,891 (3,236) 

Increase (decrease) in unrealized 
appreciation, net of deferred 1axes s 12,372 s (72,265) s 8,815 

Investments in fixed maturities are carried at amortized cost since such 
securities are generally held to maturity. A summary of unrealized 
appreciation (depreciation) on investments in fixed maturiti~s is as 
follo\vs: 

(In rhousands) 

rvtarket value •••.....••••••••••• 
Amortized cost •..••••.••••••••• 

Unrealized appreciation at 

December 31 •....•••••.••.•.. 

Unrealized appreciation (deprecia
tion) during the year .•.••.....• 

1988 

Sl,684,156 

1,670,766 

s 13,390 

s (15,654) 

1987 1986 

St,517,837 Sl,335,426 
1,488.793 1,249,992 

s 29,044 s 85,434 

s (56,390) s 62,576 
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NOTE E: LOANS RECEl\>\HLE 

LOANS RECEJ\'AllLE 

Loans receivable is comprised of GEFCO's personal and collateral 
loans, \\'ith n1a'\imun1 tenns of 60 months and 180 months, respectively. 
The collateral loa:1s are primarily secured by residential real estate and 
purchase-money mortgages secured by tin1eshare intervals in resort 
condominiun1s. 

Loans receivable including accrued interest consists of the follo\Ving: 

(In thousands) 

Personal loans ............................. . 
Collateral Joans ........•.................... 

Tomi loans receivable .......•................ 
Allowance for loan losses ....... , ............ . 

Loans receivable, net. ..........•............. 

December JI, 

s 18,346 
183,209 

201,555 

(7,009) 

S194,546 

1987 

s 18,833 
171,664 

190,497 
(6,408) 

Sl84,089 

At December 31, 1988 and 1987, the accrual of interest income 'vas 
su~pended on $133,000 and $6,850,000 of personal and collateral loans, 
respectively. 

COl\'TRACTUAL rtfA TURITIES 

The approximate contractual n1aturities of the installments of the 
loans receivable at December 31, 1988 'vere as fallows: 

Personal Collateral 
(/111/:ousands) Loans Loans Total 
1989 ........................ s 9,193 s 68,362 s 77,555 
1990 .. " .................... 5,854 39,833 45,687 
1991 ........................ 2,507 23,908 26,415 
1992 .....•••••.....••...•.•. 584 19,279 19,863 
1993 and af1er •....•••.•• , •••. ~ 31,827 32,035 

Sl8,346 Sl83,209 S201,555 

A substantial portion of the personal loans and some of the collateral 
loans may be renewed or paid in full prior to contractual maturity dares. 
Accordingly, the table above is not a forecast off uture cash collections. 
During the years ended December 31, 1988 and 1987, principal cash 
collections on Joans receivable \Vere approximately $60.0 million and 
$66.8 million respecth·eiy. 

ALLOWANCE FOR LOAN LOSSf.S 

Changes in che allO\\'ance for loan losses \\'ere as follo\vs: 

(/111housands) 

Balance at beginning of year .•.....•.........•. 
Provision for loan losses .................••... 
Increase applicable ro imaallment no1es purchased . 
Loans charged off ...•.•.•....•....•...••.... 
Recoveries , ....••....•........•......•..... 

Balance at end of year ...•..•......•........•. 

34 

~ 

s 6,408 
3,675 

(4,156) 

___llll£ 
s 7,009 

1987 

s "6,389 
4,749 

254 
(6,127) 

~ 
s 6,408 

•• 1, 

NOTE F: POLICY ACQUISITION COSTS 

Policy acquisicion costs infonnation is sun1marizcd as follows: 

f/111/wusa11dsJ ~ ~ ~ 

Policy acquisilion costs incurred: 
Comn1ission and brokerage .•... s 36,597 s 35,602 s 28,496 
Premium mxcs .•.............. 29,3.tS 32,688 29,241 
Salaries, direct n1ail selling and 

other ...•..............•.• 73,280 73,753 65,361 

$139,222 Sl42,043 Sl23,098 

Policy acquisition costs expensed ... $150,053 5125,739 SIOi.596 

GEICO is converting its automobile policies to a six-month premium 
term from a nvelve-month term. Shifting to a shorter pren1ium term 
means that certain acquisition costs for salaries, direct mail selling and 
other costs \Viii be expensed over six nionths instead of t\\'elve months. It 
is estimated that this accelerated an1ortiza1ion increased policy acquisi
tion costs expensed in 1988 by SJ4. l million. 

Additionally, policy acquisition costs expensed in I 988 incl:;de S4.5 
million for es1in1ated unrecoverable costs of fvledicare Supplement 
business due to lower projected persistency experience. 
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NOTE G: DEBT 

Debt consists of the following: 

(111 rho11sa11ds) 

Co111or.11e and Other 
GEICO Corporation unsecured deb1-

J31/:!IJ7o Dcbe1uures, due in annual 
instalhncnts from 1989 to 1994 •.•...•.••••• 

111170 Debentures due 1999, annual sinking fund 
require1nent 1990-1999 of IOOJo of amoum 
outstanding January 1990 (net of Debentures 
held in 1reasury} .•.......•.•...••.•••••.. 

Revolving credit agreement, variable.short-term 
intcrc'!. rate (9.59070 nt December 31, 1988) 

Secured debt of real csm1e subsidiaries-
GEICO Propcr1ies, Inc.: 

81/..iCl.'o notes, due in equal quarterly install
ments ofS339 including imcrest, until 2004 • 

8 1 /~0:o note, due in equal quarterly installments 
of SI 96 including imerest, until 2004 •..... + 

GEICO \Vashington Properties, Inc.: 
9Vi; 117o note, due in equal monthly installments 

ofS203 including interest, until 2010 .....•. 
Variable rate mortgage on timeshare properly .•••• 
Guarantei!d bank loans of Employee Stock 

Ownership Trust ••••••.•..••..•.•.••.•.•.. 

Total corporate and other debt .•....••••• 

Financc Company 
GEFCO unsecured debt-

Commercial paper, guaranteed by GEICO 
Corporation .•••••..••••••........••• , .. 

Bank lines of credit •••.•••.•....•.•..•.••.. 
12Vzlllo senior note, repaid in 1988 ...•.•••••• 
12.550io senior note, repa~d in 1988 ...•..••.... 
91/21110 senior notes, SI ,547 due in 1989, balance 

ofS33iduein 1990 ..................... . 
9.27U1o senior notes, due in 1991 •••••••••••... 
Variable rate senior notes, due in quarterly 

insrallmcnts ofS93S until 1991 (10.225ll1o and 
9.28010 rate at 12/31/SSand 12/31/87, 
respectively) •..... , ••.••.•...•••.••...•• 

9.44°!u senior notes, •.\1c in 1992 •••••••...•.•• 
9.891110 senior notes, due in 1992 •••.•........• 
12V.iCllo senior notes, due in annual installmems 

ofS3,000until 1992 ..••••..••..........•• 
l IV11°lo senior notes, SJ ,180 due annually until 

1992, balanccofSl,072 due in 1993 .....••• 
11°lo senior subordinated notes, S90 due annually 

until 1993, balance of $21 due in 1994 ...••.• 
141/:?.llio senior subordinated notes, $91 due 

annually until 1993, balance of $13 due in 1994 
9070 senior subordinated debentures due 1992, 

annual sinking fund requiremen1s ofS600 •••• 

Total finance company debt ....•••...••• 

Total debt ..•..•••••..••••••.•.•••.••. 

Decen1ber 31, 

~ 1987 

s 25,000 

59,454 

30,000 

11,787 

6,732 

22,49') 
6511 

50,000 

206,122 

22,750 
850 

s 25,000 

59,454 

12,150 

6,934 

22,812 
1,420 

42,957 

170,T!.7 

32,650 

3,000 
5,000 

1.884 3,431 
10,000 

11,2511 
I0,000 
12,CHKI 

12,IHMJ 

5,·;9~ 

470 

468 

6,3<19 

93,833 

s 299,955 

15,000 

15,000 

6,972 

560 

558 

DEHT AGREEMENTS 

During 1987 Resolute repaid SJ l .91nillion of debt oulstanding under a 
revolving credit and tcnn loan agreement and tenninated the agrcen1ent 

During 1988 the Corporation and GEFCO entered into a cr;dit aL'ree~ 
1nent \\ith t\VO banks under which the Corporation and GEFCO n1;y 
bor~o\v up to S 150 million and $75 n1illion, respectively, with total bor
rO\\'Jngs not to exceed $150 1nillion. Beginning Septe1nber 30 1990 the 
amount which may be borrowed is reduced by $25 1nillion ev~ry six 
months until the agreen1ent terminates on March 31, 1993. The agree
n1ent provides several options for interest and rcpayn1cnt terms and a 
commitment fee is due on the unused credit line at t/R of I OJo per annum. 
At Decen1ber 31, 1988, the Corporation and GEFCO have borrO\ved 
$30 million and $32 million, respectively, under this agreement. 

GEFCO's various long-term debt agreements and indentures contain 
provisions which, among others, require that GEFCO and its finance 
subsidiaries nlaintain a defined net \VOrth, maintain certain ratios of 
debt to c~p.ital and subordinated indebtedness, and restrict the payment o: ~ash d1v1dends. Under the most restrictive provision regarding cash 
d1v1dends approximately $3,320,000 of GEFCO's retained earnin!!S was 
available for cash dividends at December 31, 1988. ~ 

At December 31, 1988, $850,000 of GEFCO'' debt was borrowed 
under bank lines of credit totaling $20,000,000. The unused bank lines 
of Si9,150,000 and $22,000,000 at December 31, 1988 and 1987, respec
tively were available for additional ban :-irro\vings and to support 
co1nl!1ercial paper borro\vings. Bank lint:. .Jf credit agreements generally 
provide that GEFCO pay an annual commitment fee of 1/-i of I o/o of the 
bank's credit line plus maintain compensating balances on usage. \Vhile 
compensating balances are not legally restricted as to \Vithdra,~als their 
maintenance is necessary to assure continued availabilitv of the b~nk 
~redi~ lines~ \\'hich are subject to periodic revie\\' and adjusunenl, includ
ing d1sconunuance, by the lending institutions or GEFCO. 

Interest of $33.3 million, S33.0 million and $35.3 million \Vas paid 
during 1988, 1987 and 1986, respectively. 

DEBT fl.1A TUR Ill ES 

1:'he aggregate maturities of consolidated debt (assuming the applica
tion of Debentures held in treasury to the earliest sinking fund require
ments) forthe years 1989 through 1993 are: $43.1 million; $17.9 million; 
$29.9 million; 565.8 million and $32.2 million, respectively. 

SECURED DEBT 

Property with a cost of $41,584,062 has been pledged as security for 
the notes of the real estate subsidiaries and long-term leases have been 
assigned as additional collateral. The no1e agreements provide that in 
the event' of default the entire unpaid principal and interest become due 
and payable. 
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·'.OTI·: H: SA\'l,GS DEPOSITS 

Savings deposits held by GEi Bank Industrial Bank, a subsidiary of 
GEFCO, include passbook savings deposits of $6,230,COO and 
$7 ,328,000 at December 31, 1988 and 1987, respectively, and tinte sav
ings deposilS of 554,994,00( :nd $55,083,000 at December 31, 1988 
and 1987, respectively. 

The rates of interest on thi!'timc savings deposits ranged from 4.750/o 
to 13.70Jo per annunt depending on the amount and rern1. 

The scheduled maturities of time savings deposits at December 31, 
1988 '''ere as follo\vs: 

(/111ho11sa11ds) 

1989 ....................... . 
1990 ........•.••.•..•••••••. 
1991 ...................... .. 
1992 •.••...•.••••••••.••.••• 
1993 ....................... . 
1994 and after ••••••.•.••.•... 

.''llTEI: l'COMETAXES 

TAX l'RO\'ISIO~ 

s 13,513 

s 

11,649 

9,158 
8,009 

5,266 
7,399 

54,994 

The income tax provision has been computed upon pretax rinanc:ial 
reporting income as follows: 

(/111!to11sa11ds) 1988 1987 1986 

T.1..x expense (benefit) on: 
Tax basis income (loss) ........... s 25,802 s 42,876 s (722) 
Timing differences .•.•.....•.•... (14,6JOJ (29,183) 18,746 

Income tax provision .•......... s 11,172 s 13,693 s 18.02~ 

EFFECTl\'ETAX RATERECONCILIATIO...,-

A reconciliation of the effective tax rates in the consolidated statement of 
income to the prevailing federal income tax rates of 340/o in 1988, 400Jo in 
1987 and 46% in 1986 is as follows: 

(ln l!tousands) 1988 1987 1986 ----
Income tax provision at th'! prevail-

irig rate of pretax income ........ s 49,509 s 65,550 s 63,152 
Effect of: 

Tax-exempt interest income ...... (26,691) (27,097) (24,321) 
Dividends rccei\'ed deduction .... (6,082) (11,559) (18,546) 
Proration of investment income .. 1,804 1,022 
Fresh start adjustment .......... (7,323) (14,907) 
Affiliates' undistributed earnings. 57 651 ((129) 
Capital gains raie differential .... (393) (!,278) 
Orher items .......•.......... (102) 426 (554) 

Income tax provision ......... s 11, 172 }. 13,693 s 18,024 

The tax provision for 1988 and 1987 \\'aS reduced by $7.3 million and 
s 14.9 million, respectively, for the benefit or the "fresh start" adjust
ment to initially discount reserves at January I, 1987 as required by the 
Tax Reform Act of 1986. Under the acccunting rules currently used by 
the Corporation future earnings will also benefit, but to a decreasing 
extent. 
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DEFERRED li\X l'RO\'ISION 

The deferred tax provision resulted from tin1ing differences in recogni
tion of revenue and expen5es for lax and financial sta!ement purposes as 
follows: 

(/11 t!to11sa11ds) 1988 1987 1986 

Deferral of policy acquisition cos1s .. s (3,614) s 6,621 s 6,698 
Unearned premiums ............. 6,316 (13,538) 
Discounring of reserves ....•...... (15,156) (25,085) 
Deferred compensation ........... (1,288) (2,184) (1,421) 
Tax benefit transfer leases .... , .... (1,192) (I ,115) 4,833 
Other policy liabilities ............ (7,756) 5,264 5,200 
Pension cost ......... , .......... 1,111 1,250 1,684 
Affiliates' undistributed earnings ... 3,547 3,840 1,997 
Benefit of l!fe companies' net 

operating lvss ........ ........ 2,681 (3,154) 
Other ................•........ 721 (1,082) (245) 

Deferred tax provision .......... s (14,630) s (29,183) s 18.746 

During 1982 the Corporation invested $16.3 million in "safe harbor" tax 
benefit transfer leases resulting in an increase of $1 .2 million and SI.! 
million in current income taxes payable for 1988 and 1987, respectively, 
and a reduction of $4.8 million in current income taxes payable for 
1986. The char.ige in current taxes is offset by a change in the dererred 
tax provision for financial reporting purposes \Vith no effec~ on net 
income. 

TAX I.IABILITI' 

The components of the federal inco1ne tax liability included in the finan
cial statements are as follo\vs: 

December31, 

(In thousands) 1988 1987 

Current tax payable (recoverable) •.............. s 2,572 $ (16,903) 
Deferred tax payable .....•......... , ..... 24,443 38,649 
Deferred tax rclaied to unrealized appreciation on 

equity securities ........................... 12,478 6,104 

Income tax liability ......................... s 39,493 $ 27,850 

Federal income taxes of $33.0 million, $80.0 million and $40.7 million 
\Vere paid during 1988, 1987 and 1986, respectively. 

TAXATION 01'" LIFE INSURANCESUBSIDIARIF.S 

Effective January l, 1988 the life insurance subsidiaries are included in 
the Corporation's consolidated federal income tax return. During 1988 
the life insurance subsidiaries' $7 .9 million tax basis net operating Joss 
carryfor.vard \Vas utilized. 

Prior tp the Tax Reform Act of 1984, a portion of the life insurance 
subsidiaries' statutory income was not subject to current income taxa
tion, but \Vas accumulated in an account designated "Policyholders' 
Surplus Account." The aggregate balance of $3. 7 million in this account 
would be taxed at applicable current rates only if distributed to stock
holders or if the account exceeded a prescribed maximum. No federal 
income taxes have been provided on this amount since, in managemenes 
opinion, the conditions under which such taxes \vould be incurred are 
not probable. 



NOTEJ: SHAREHOLDEl!S' EQUITY 

SilAREACQUISITIONS 

The Corporation purchased 792,272, 653,079, and I, 157 ,478 shares or 
Common Stock in 1988, 1987 and 1986, respectively, for an aggregate 
cost of $99,353, 131, $73,755,079, and $104,847,873. 

On Nove1nber 20, 1985, the Board of Directors authorized the pur
chase of up to 3,000,000 shares or the Corporation's Common Stock 
from time to time depending on n1arkec conditions. As of December 31, 
1988 and February 17, 1989, 1,287 ,872 and I, 153,555 shares, respec
tively, remain under the current repurchase authorization. 

STOCK OPTIONS, STOCK APPRECIATION RIGHTS 
AND PERFORMANCE SHARES 

Under the Corporation's 1973 Stock Option Plan, options \Vere granted 
co officers and key employees for rhe purchase of Common Stock at 
1000/o or more of fair market value' at date of grant. The options are 
exercisable in installments beginning one year from date of grant and 
expire not more than JO years thereafter. No more options may be 
granted under this plan. 

Under the Corporation's 1985 Stock Option Plan, options and related 
stock appreciation rights (SA Rs) may be granted to officers and key 
employees for the purchase of Common Stock at 100070 or more of the 
fair market value at the date of grant. The options are e.xercisable in 
installments beginning one year from the date of grant and expire not 
more than ten years and one month thereafter. Under the plan, an indi
vidual may exercise any combination of stock options and SA Rs as long 
as the aggregate number does not exceed the number of stock options 
granted to that individual. Charges of$5,086,709, $3,608 1571 and 
$3,204,5G4 \Vere made against 1988, i 987 and 1986, earnings, respec
tively, for the SA Rs. 

Activity under the Stock Option Plans is summarized as follows: 
Options Price 

Available Per Share On Options 
For Grant Dare of Gran1 Ou1stancJing 

1973 Stock Option Plan: 
Balance at December 31, 1985 . s 6.56 to $23.50 38,572 
Exercised ......... _ ........ 6.56 to 23.50 (8,450) 

Balance at December 31, 1986 . 6.5610 23.50 30,122 
Exercised .................. 6.5610 23-.-50 (9,432) 

Balance al Decembe. 31. 1987 . 11.88 10 23.50 20,690 
Exercised .................• 23.50 (5,000) 

Balance at December 31, 1988 . s I 1.8810 523.50 15,690 

1985 Stock OPtion Plan: 
Balance at December 31, 1985 . 78,501 S 59.38 to $76.38 171,499 
Authorized ................ 500,000 
Granted ............•...... (280,800) 87.13 to 98.75 280,800 
Exercised .................. 59.38 to 76.38 (17,467) 

Forfeited .......•.......... l,740 69.0010 87.13 (1,740) 

Balance at December 31, 1986. 299,441 59.38 to 98.75 433,092 
GraniecJ ................... (14,600) 101.56 lo 121.25 14,600 
Exercised .................. 69.0010 87.13 (3, 180) 
Fo,Teited .................. 1,100 69.00to 121.25 (I, 100) 

Balance at December 31, 1987 . 285,941 59.38 to 121.25 443,412 
Granted ................... (21,100) 121.63 21,100 
Exercised .................. 59.38 to 121.."!5 (14,480) 
Forfeited .................. 4,360 69.00to 121.63 (4,360) 

Balance at December 31, 1988 . 269,201 S 59.38 to $121.63 445,672 

Under the Corporation's perfonnance share plan, as approved by share
holders, awards of perforn1ance shares may be made to key executives to 
be paid in shares of the Corporation's Common Stock or cash based on 
the attainment of certain goals. As of December 31, 1988, 80,892 per
forn1ar.ce share a\vards \Vere outslanding and 169, 172 shares remained 
available for future a\vards. Payment for 27,819 perforn1ance shares, 
consisting of 21, 765 shares of Common Stock, 3,285 deferred shares and 
$292, 130 in cash was made in 1988. Payment for 33, 130 perforn1ance 
shares, consisting of 19, l I 2 shares of Common Stock, 9,785 deferred 
shares and $523,040 in cash \Vas niade in 1987. Payment for I 12, 113 per
fonnancl! shares, consisting of 55,939 shares of Comn1on Stock, 46,857 
deferred shares and $801,262 in cash was 1nade in 1986. Charges of 
$3,562,940, $3,270,678, and $4,759,542 were made against 1988, 1987 
and 1986 earnings, respectively, under the plan. A total of 980,627 
authorized shares have been reserved for stock options, performance 
share a\\•ards, and stock appreciation rights. 

NOTE K: EARNIXGS PER SHAl!E 

The computation of earnings per share is based on the weighted average 
number of comn1on shares assumed outstanding of 15,860,52~'. in 1988, 
16,672,605 in 1987, and 17,260,930 in 1986. 
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Nl : L: EMPLOYJ;'E llENEFITS 

EMPLOYEESTOCK O\\'NE:RSHIP Pl.AN 

SubstantiaUy an cmp\oyees or the Corporai'ion and its substdtaries are 
covered under the GEICO Companies En1ployee Stock Ownership Plan 
and Trust. The Trust may borro\\' money and use the proceeds to pur
chase,shares of the Corporation's Common Stock. "fhe Corporation 
'guarantees the loans and \Viii make annual contribu1ions sufficienl 10 
enable the Trust to repay the loans including interest. The Corporation 
charged $7,307 ,000, Sll ,253,000 and $5,561,000 to expense for 
amounts contributed to the Trust for f988, 1987 and 1986, respeciively. 
The obligations of the Trust, $50.0 n1illion and $43.0 million at Decen1-
ber 31, 1988 and 1987, respectively, are included in the Corporation's 
long-term debr and a Eke amount deducted from shareholders' equity. 

PROFITSHARl~GPLAN 

The Corporation has a Profit Sharing Plan covering substantially all 
employees. Employer contributions of a discretionary amount are 
d::clared by the Board of Directors based on profits. Employer contribu
tions of $4,800,000. $3,983,000, and $4,817,000 \Vere charged to expense 
in 1988, 1987 and 1986, respectively. 

PESSION PLAN 

The Corporation and its subsidiaries have a noncontributory defined 
benefit pension plan covering most full-time employees. The plan pro
vides for payment based on salary and years of service. Annual contri
butions to the plan are'based on amounts determined by consulting 
acti;iaries. Plan assets at December 31, 1988 consist primarily of com
mo!l stocks and U.S. Government obligation~. 

In 1986 the Corporation adopted Staten1erit of Financial Accounting 
Standards No. 87. "Employers' Accounting for Pensions." The effect of 
adopting Statement No. 87 was to reduce 1986 pension expense by 
$4,612,000. Pension cxpense(income) as determined under Statement 
No. 87 included the fol1o\ving: 

(In thousands) 

Service cost-benefits earned during 
the year .............•.•..... 

Interest cost on projec1ed benefit 
obligation .................. . 

Actual return on plan assets ~- .•.•• 
Amortization of net asset existing at 

January I, 1986 .............. . 
Other amoniz.aticn and deferral ... . 

Net pension expense (income) ..... . 
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1988 

s 2,514 

5,852 
(17,973} 

(3,426) 
9,680 

s (3,353) 

s 2,737 s 2,462 

5,441 4,658 
(l,184) (17,768} 

(3,426) (3,426) 
(6,649} 10,425 

s (3,081) s (3,649) 

The funded s1arus of 1hc plan \vas as follo\vs: 

(/11 thousands) 

Actuarial present value of benefit obligalions: 
Vested .................................. . 
Non-\'ested ...............•..•............ 

Accumulated benefit obligation ........... . 
Effect of projected future salary increases ..... . 

Projected benefit obligation ................ . 
Plan assets at market value , ........... , ...... . 

Plan assets in excess of projected benefit obligation. 
Unrecognized net gain ....•..........•....•.•• 
Unrecognized prior service cos1s ............... . 
Unrecognized net asset at January I, 1986 bein£ 

recognized over eleven years ............... . 

Pension asset ..........•.................... 

December 31, 

1988 1987 

s s..i • ..is..t s 46,758 
838 2,710 

55,292 49,468 

22.354 18,363 

77,(..ui 67,831 
122,408 I07,864 

44,762 40,033 
(12,671}) (7,499} 

1,501 1,00-l 

m.sm (3\,HS} 

s 5,7~ s 2,300 

The projected benefit obligation was determined using nn assu1ned 
discount rate of 8.250/o, assumed long term rate of return on plan asse1s 
of 80/o, and assumed salary increases of 6.50Jo in both years. 

NOTE M: REINSURANCE 

The Corporation's insurance subsidiaries are involved in both the cession 
and assumption of reinsurance \Vhh other companies. Reinsurance trea
ties are maintained for th·e purpose of insuring excess and catastrophe 
risks of the subsidiaries al1d a portion of nlost risks for Resolute Rein
surance Company. The Ctirporadon and its insurance subsidiaries 
remain liable to the extent Lhe reinsuring companies are unable to meet 
their treaty obligations. Amounts deducted fro1n policy liabilities and 
premium and loss accounts for reinsurance cessions of the property and 
casualty insurance subsidiaries. excluding the effect of reinsurance faci\i
ties, are as follo\vs: 

December31, 

(/n thous(l!lds} 1988 ~ 

Policy liabili1ies 
Loss and loss adjustment expense reserves. $110,854 s 72,658 

Unearned premium reserve ............. l3,8% \S,983 

1988 ~ 1986 

Premiums written ...•................ s 18,718 s 28,982 s 48,126 

Premiums earned .................... 20,805 31,278 45,03:i 

Loss and loss adjustment 
expense incurred ................... 57,507 27,707 41,892 



" . .... 

NOTE N: FINANCIAL GUARANTEE BUSINESS 

The Corporation's property and casualty insurance subsidiaries are 
engaged in the direct writing and reinsuring of vadJus fin:incial guaran
tees. Premiun1 revenue is recognized pro rata overt.~" length of the guar
antee period. Loss reserves include estimated case basis reserves when 
there is a default, or kno\vledge of a potential default, and provisions 
based on expected ultimate loss ratios. A summary of the financial guar
antees outstanding is ~s follows: 

(J111ho11sa11ds) 

Dollar value of financial guarantees ....... . 
Unearned premiums .................... . 
Loss reserves .......................... . 

Decentber 31, 

1988 

$43,151 
2,012 

5,486 

1987 

$92,501 

3,837 
10,265 

1988 1987 1986 

Premiums earned........ . . . . . . . . . . . . . . . • $ 1,030 S 1,288 S 636 
Losses incurred......................... 666 7,096 4,850 

In 1986, GEICO retroceded its obligations for municipal bond insurance 
for a premium of $13.8 million \Vhich reduced the amount of financial 
guarantees outstanding. Amounts related to reinsuring this business are 
Included in Note M-Reinsurance. 

NOTE 0: COMMITMENTS AND CONTINGENCIES 

Rental expense for all leases was $14.4 million in: 1988, $12.8 millior; :n 
1987, and 12.5 million in 1986. 

The Corporaticn and its subsi<liaries have entered into noncancellable 
leases expiJ;"ing at various dates through 1998 for both real estate and 
equipmeri'., all of \Vhich are operating leases. The future minimum r-:-nral 
commiunents as of December 31, 1988 for noncancellable leases \Vith a 
remaining term of at least one year are as follows: 

Building 
(Jn thousands) Space Equipment 

1989 •......•...................•. 

1990 ............................ . 

1991 ............................ . 

$ 3,661 

3,154 

2,618 

1m............................. ~112 

1993............................. 1,534 

1994 and after. . . . • . . . . . . . . . . . . . . . . 52 t 

$ 4,506 

4,708 
4,198 
3,012 
1,198 
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17,668 s 13,600 =s===== 

Tomi 

$ 8,167 
7,862 

6,816 

5.124 
2,732 

567 

$ 31.268 

In the ordinary course of its insurance operations, the Corporation is 
affected by various regulatory, legislative and judicial actions. In the 
opinion of management, loss to the Corporation materially in excess of 
amounts provided for in its loss reserves as a result of any such actions is 
not probable. 

NOTE I': BUSINESS SEGMENTS 

The Corporation is principally engaged in the follo,ving industries: 
property and casualty insurance, reinsurance, life and health insurance, 
and finance. Segment information is summarized as follows: 

(!11 thousands) 1988 1987 1986 

Revenue: 
Property and casualty insurance .. St,612,241i $1,463,cS3 Sl,289,948 
Reinsurance .................. 11,783 35,563 43,685 
Life and health insurance ....... 65,753 52,907 70,438 
Finance ....•................ 33,689 33.451 37,211 
Other ........•.............. 14,974 17,273 15,360 

Segment revenue ......•..... 1,738,..AS l.&l?.,077 1,456,642 
Corporate, affiliates, and 

eliminations ................ - 18,474 17,143 12,008 

Total :-evenue ............... Sl,756,919 ~l,620,020 $1,468.650 

Operating earnings before income taxes: 

Property and casualty insurance .. s 177,429 $ 187,593 $ 145,704 
Reinsurance .................. (24,219) (20,733) 1,258 
Life atid health insurance ....... (1,977) 3,688 3,355 
Finance ..................... 4,808 191 5,756 
Other ....................... 951 1,122 (986) 

Segment operating earnings 
before income taxes ...... 156,992 171,856 155,087 

Corporate, affiliates, and 

eliminations ................ (11,377) (7,980) (17,799) 
Operating earnings before 

income taxes ........... s 145.615 $ 163,876 $ 137,288 

ludentifiable assets: 
Property and casualty insurance .. $2,461,640 $2,432,785 $2,315,435 
Reinsurance .................. 68,239 84,914 S!:l,194 
Life and health insurance ....... 140,608 121';793 97,091 
Finance .................... 220,127 211,907 226,264 
Other ........•............. ~ .W,195 _,....12J.fil. 32,462 

Segment assets .............. 2,930,8()1) 2;890,580 2.760,446 
Corporate, affiliates, and 

eliminations ................ ~~ 121,961 __ 133.987 

Total assets ................ $3,060,551 1_i1l,012,541 $2,894.433 
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GEICO Corporation 
Supplemental Financial lnforrr•ation 

QUARTERLY HIGHLIGHTS OF OPERAflNG RESULTS (UNAUDITED) 

(!11111illions, except per share results) 

1988 1987 
Three t\1onths Ended Three Months Ended 

Dec. 31 Sept. 30 June 30 Mar.31 Dec. 31 Sept. 30 ~ Mar. 31 ---
Revenue 
PreP'iums ........ . ..... . . . . . . . . . . . . . . . . . . s 401.6 $ 396.2 $ 382.3 $ 376.8 $ 378.7 $ 369.6 s 353.0 $ 334.3 Net investment income ..... ~ ................... 36.6 38.1 34.4 34.4 32.!: 33.5 31.6 32.7 Inrerest on Joans receivable ...................... 7.6 7.4 9.3 6.8 6.6 6.7 6.9 6.9 Affiliates and other . ........................... ----21. ----21. 6.1 ____.§1. 7.6 6.8 ~ _____.:!& 

Total Re\'Cnue .................... , ....... 452.3 448.2 ~ 424.3 425.8 416.6 399.0 378.7 ---
Benefits and Expenses 
Losses, life benefits, and loss adjustment expenses. 336.7 309.5 30i.I 307.5 295.7 283.3 280.2 272.8 Operating expenses ...... . . . . . . . . . . . . . . . . . . . . . 84.8 81.1 76.1 73.0 78.8 71.9 69.5 70.2 Interest expense ................... ~ ........... 9.1 9.3 8.8 8.4 6.6 7.1 9.5 10.5 Income tax expense (benefil) .................... ____JU) 6.7 4.4 2.5 6.5 9.7 ___D ___Jg) 

Total Benefits and Expenses ................. 428.1 406.6 396.4 --- 391.4 387.6 372.0 361.5 348.8 

Operating Earnings . .................... , _ ...... 24.2 41.6 35.7 32.9 38.2 44.6 37.5 29.9 ' ' Realized gains (losses) on investments ............. --'-U. __ 1._5 16.1 21.7 (25.5) 16.4 19.5 _.!21 

Net !iicome ................... , .............. j 39.5 Lid $ 51.8 $ 54.6 s 12.7 $ 61.0 s 57.0 s 47.2 

Per Share Results: 
Operating earnings .......................... s 1.55 s 2.65 $ 2.27 s 2.01 s 2.33 s 2.67 $ 2.23 s 1.78 Net income .... ~ ........................... s 2.53 s 2.75 $ 3.29 s 3.34 $ .77 $ 3.65 s 3.40 $ 2.81 
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It,. ". Financial Accounting 
Standards Board Statements 

IMPLEMENTED IN 1988: 

CONSOLIDATION OF ALL MAJORITY-OWNED 
SUBSIDIARIES - STATEMENT NO. 94 

This Statement, which requires consolidation of all majority
owned subsidiaries. \Vas adopted by<<.he Corporation in 1988. 
Accordingly, GEFCO, a wholly owned consumer fiaance subsidi
ary, and tWo real estate partnerships, which were pre\liously ac
counted for using the equity method, are now included in the 
consolidated financial statements and notes. Prior periods 
presented have been restated with no effect on net income or 
shareholders' equity. 

FOR FUTURE IMPLEMENTATION: 

ACCOUNTING FOR INCOME TAXES -
STATEMEl~T NO. 96 

This Statement requires a change from the "deferred" method of 
accounting for deferred taxes to the "liability~• method. The 
"liability" method will result in adjustment of deferred tax 
accounts reported on the Corporation's balance sheet to reflect 
the most recently enacted tax rates at which the deferred amounts 
will eventually be paid or recovered. It also appears that recogni
tion of the "fresh start" benefit for property and casualty 
companies would be accelerated using the "liability" method. 

The Statement also includes restrictions on recognizing deferred 
tax debits as assets or amounts of deferred tax d_ebits which can 
be offset against deferred tax liabi!ii.i~~ on the balance sheet. The 
creation of timing differences for unearned premiums and dis
counted reserves under the Tax Reform Act of 1986 'has .increased 
the Corporation's current taXes payable and is generating 
deferred tax debits which are reducing the deferred tax liabilities 
on the balance sheet. -Pursuant to the Statement, these deferred 
tax debits on the balance sheet and the corresponding deferred 
tax credits on the income statement can only be recognized to the 
extent that the debit could be realized as a net operating loss 
carryback or carryforward from the period that the debit timing 
difference reverses. Consequently, when deferred tax debits arise 
which cannot be recognized as assets or offset against deferred 
tax liabilities, operating earnings and shareholders' equity would 
be reduced. 

The Technical and 'Miscellaneous Revenue Act of 1988 includes 
a provision whereby companies which are required to discount 
resen:es under the Tax Reform Act of 1986 are eligible for a tax 
deduction for an amount related to the discount. The deduction 
may be claimed by making a "special estimated tax payment" 
equal to the tax benefit of the deduction. Accordingly, total taxes 
paid to the Intfrnal Revenue Service would not be affected. 
Based upon our current understanding, the amounts paid as 
"special estimated tax payments" are recognizable assets under 
the Statement. Additionally, this provision may be considered as 
a tax planning strategy which may permit the recognition of a 
deferred tax asset related to reserve discounting that would other~ 
wise be restricted by the criteria of the Statement. 

STATEMENT OF CASH FLOWS - STATEMENT NO. 95 

The Corporation adopted this Statement in 1988. As a result the 
Statement of Changes in Financial Position has been replaced by 
a Statement of Cash Flows. 

The effective date of this Statement was delayed one year to 
give companies more time to understand the provisions, and im
plementation is now required in 1990, with earlier adoption per
mitted. Financial statements for prior periods may be restated, 
and the cumulative effects for years not restated will be presented 
as a separate line item. in the Statement of Income. Until final 
guidelines are issued to clarify the appropriate accounting under 
the Statement for deferred tax assets and deferred taxes related to 
unrealized gains and losses of equity securities. the Corporation 
cannot detennine the effect of implementing the Statement. 

ACCOUNTING AND REPORTING FOR CERTAIN 
LONG DURATION CONTRACTS AND FOR REALIZED 
GAINS AND LOSSES ON SALE OF INVESTMENTS -
STATEMENT NO. 97 

This Statement defines accounting methods for certain long_
duration life insurance and annuity products. The required 
accountir:ig for ·universal life policies and related interest-sensitive 
and flexible life and annuity products will be the "retrospective 
deposit" method. Since the Corporation already uses this method 
for its structured settlement annuity reserves, this provision is not 
expected to have a significant effect on earnings. 

The Statement also requires all insurance companies, including 
property and casualty companies, to use a one-step statement of 
income presentation \Vhereby realized investment gains and losses 
are reported on a prr.tax basis with revenues, investment income 
and -~Xpenses in arrI:v.ing at income before tax. This presentation 
would replace the t"No-step statement of income approach previ
ously required for the insurance industry which presents operat
ing earnings aftertax separately from realized investment gains or 
losses aftertax in arriving at net income. 

Implementation of this Statement is required beginnin;.; \Vith 
the Corporation'.s first quarter 1989 financial statements, and 
restatement of prior years' financial statements is required unless 
not practicable. 



Thornas E. Bolger 
Chairman of the Board, 
Bell Atlantic Corporation 

Norma E. Brown 
tvtajor General, U.S. Air Force, Retired 

Samuel C. Butler 
Partner, Cravath, Swaine & tvloore 

James E. Cheek 
President, Howard University 

Thomas G. Pownall 
Retired Chairman of the Board, 
tvfartin f\1arietca Corporation 

William J. Ruane 
Chairman of the Board, 
Ruane, Cunniff and Co., Inc. 

GEICO Corporation 
Board Of Directors 

Louis A. Simpson 
Vice Chairman of the Board, 
GEICO Corporation 

Joseph J. Sisco 
Partner, Sisco Associates 

William B. Snyder 
Chairman of the Board, President and 
Chief Executive Officer, 
GEICO Corporation 

John C. Steggles 
Retired Senior Vice President, 
General Reinsurance Corporation 

W. Reid Thompson 
Chairman of the Board and Chief Executive 
Officer, Potomac Electric Power Company 

William J. Ruane, chairman of the investment 
advisory firm of Ruane, Cunniff and Co., Inc., 
New York, N.Y., \Vas elected a member of the 
GEICO Corporation .Board of Diiectors in 
1988. A graduate of the University of Minneso
ta and Harvard Business School, Mr. Ruane 
also serves as a director of The \Vashington 
Post Company. 

Honorary Directors 

Lorimer A. Davidson 

.. 

Chairman Emeritus, GEICO Corporation 

Harvey B. Gram, Jr. 
Chairman Emeritus, 
Johnston, Lemon & Co., Inc. 

William K. Jacobs, Jr. 
Private Financial Consultant 

David Lloyd Kreeger 
Honorary Chairman of the Board, 
GEICO Corporatio_n 

Thomas E. Bolger has chosen not to stand for 
reelection at our annual meeting on May 17, 
1989. He was president of C&P Telephone 
Company when he joined our Board in 1973. 
Mr. Bolger subsequently held various senior 
management positions with AT&T, including 
executive vice president, and since 1984 has 
been chairman and chief executive officer of 
Bell Atlantic Corporation. He recently retired 
from the chief executive officer duties and con

tinues to serve Bell Atlantic as chairman of the board. During his 
16 years of service as a director of GEICO Corporation, he 
provided invaluable service as a member and/or chairman of the 
Audit, Executive, Finance and Human Resources Committees. Vile 
have been fortunate to have .had his counsel and advice. 
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COMMITTEES OF THE BOARD 

GEICO Corporation's Board of Directors consists of 11 n1em
bers. Assisting the Board in the n1anagerncnt of its responsibilities 
are five Board Commiuees. The names of those serving on the 
Committees and primary Committee functions are as follo\vs: 

Audit Committee 

\V. Reid Thompson, Chairman 
Thomas E. Bolger 
Joseph J. Sisco 

John C. Steggles 

In addition to recommending the appoh1tment of the Corpora
tion's Independent Accountants, the Audit Committee, \Vhich is 
comprised of non-management Directors, monitors the Accoun
tants' audits; reviews the audit resuhs \Vith management and the 
Accountants; revie\\'S the Annual Report on Forn1 10-K; revie\VS 
the Corporation's internal controls and accounting procedures 
\Vith the Accountants and the Internal Auditor; and carri 0 s out 
actions required under the Foreign Corrupt Practices Act. The 
Internal Auditor reports directly to the Audit Committee and 
functions as staff thereto. 

Executive Con1mittee 

Samuel C. Butler, Chairman 
Thomas E. Bolger 
Louis A. Simpson 

Joseph J. Sisco 
William B. Snyder 

This Committee exercises the po\vers of the Board of Directors 
\vhen the Board is not in session; recommends plans relating to 
the development of corporate structure; revie\VS proposals regard
ing merger or affiliation \\'ith other companies; revie\VS proposals 
to enter ne\v or expanded lines of business; and analyzes 
corporate practices involving disclosure. 

Finance Committee 

Louis A. Simpson, Chairman 
Thomas E. Bolger 
Norma E. Bro\vn 
James E. Cheek 

Thomas G. Po\vnall 
\Villiam J. Ruane 
Joseph J. Sisco 

The Finance Committee approve!i broad investn!ent policies and 
guidelines and assists the Investment Department in their develop
ment; approves and monitors eligible securities; approves all mar
ketable investments and non-marketable investments in controlled 
operating units of $25 million or more and in non-controlled 
operating units of $5 million or more; monitors the portfolio to 
perform the fiduciary responsibilities of the Board, keeping in 
mind the makeup of the Corporation's liabilities; monitors the in
vestment portfolio and its performance relative to comparative 
standards; authorizes the purchase, conversion, transfer and sale 
of stocks, bonds and of other securities \vithin prescribed guide
lines; and approves borrowings by the Co;poration of up to $50 
million. 

I-Inman H .. esources ConuniUee 

Samuel C. Butler, Chairman 
Thomas G. Po\vnall 
\Villia1n J. Ruane 

John C. Steggles 
W. Reid Thompson 

This Committee revie\VS programs relating to the development of 
human resources, including personnel and compensation practices, 
education and training programs and the introduction of external 
resources {both the hiring of ne\v associates and retention vf consul
tants). It recommends to the Board the compensation of the senior 
officers of che Corporation and GEICO and the Presidents of the 
affiliated companies and revie\\'S the annual budget for officers' 
salaries; approves and administers compensation programs; main
tains responsibility for administration of employee benefit plans; ap
proves or recommends lo the Board amendments to the employee 
benefit plans; elects all c,fficers except the Chairman of the Board, 
Vice Chairman of the 81 ard, Chief Executive Officer, President, 
Executive Vice President <1.nd Senior Vice Presidentsj revie\\'S 
ivlana!!:ement's organizational plans; and approves Directors' com
pensation. The Committee also recommends proposed nominees for 
election to the Board by the shareholders at the Annual Meeting 
or by che Board to fill an existing vacancy. 

Social Responsibility Commiltee 

Joseph J. Sisco, Chairn1an 
Norma E. Bro\vn 

James E. Cheek 
Louis A. Simpson 

William B. Snyder 
John C. Steggles 

This Committee oversees the fulfillment of social responsibilities to 
shareholders, policyholders, associates and the general public; 
revie\VS the Affirmative Action Program with respect to employment 
and up\vard mobility of females, minorities and disadvantaged 
segments of society; monitors involvement in political action, 
particularly \Vith respect to state legislative affairs; and revie\vs 
responsibilities to society in the providing of insurance services and 
allocating charitable contributions. 
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Government Employees 
Insurance Company 

GEICO Corporation 

Senior Officers Of GEICO Corporation 
And Its Affiliates 

\\'illiam n. s·ilyder 
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Executii•e Officer 

Eugene .J. ~tcyung 
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Olza 1\-f. Nicely 
£'(ecutive Vice President 

Senior Vice Presidents 
Richard C. Lucas 
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Donald K. Smith,* General Counsel 
W. Alvan Sparks, Jr.• 
Edward H. Utley• 
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Marion E. Byrd 
Noel A. Chandonnet 
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Herbert L. De Prenger 
James G. Goss* 
Donald D. Hansen 
James M. Hitt 
James F. Holleran 
Herbert M. Holtzman, Jr. 
Billy N. Joyner* 
Alvin Kaltman 
Merrill D. Knight, Ill 
Donald D. Messmer 
Robert M. Miller 
William E. Roberts 
David L. Schindler 
Thomas M. \Veils,* Controller 
Patrick E. \Vilson 

Treasurer 
Charles G. Schara* 

Secretary 
John M. O'Connor* 

William B. Snyder 
Chair1nan, President 
and Chief E.recutive Officer 

Louis A. Simpson 
Vice Chair111an and Chair1na11 
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the Board of Directors 

•orncers of GEICO 
Corporalion with thle shown. 

GEICO Indemnity Company 
and Criterion Casualty Company 
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Insurance COmpnny 

Government Employees 
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Garden State Life 
Insurance Company 
and GEICO Annuity 
and Insurance Company 

GEICO Investment, 
Services Company 

\Villiam R. Snyder 
Chair111a11 

Edward H. Ulley 
President 

William 8. Snyder 
Chairnran 

James E. Reagan 
President 

Louis A. Simpson 
Chairn1an 

John J. Krieger 
President and Chief 
E'(ecutive Officer 

\Villiam B. Snyder 
Chainnan 

Herberl L. De Prenger 
President 

William B. Snyder 
Chair111a11 

Richard A. Olien 
President 
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ORGANIZATION 

GEICO CORPORATION 
Governrrent Employees Insurance Company* 
GEICO Facilities Corporation 
Resolute Group, Inc. 

REIATIONSHIP 

Parent Corporation 
Wholly CMrled 
Wholly =ed 
Wholly CMrled 
Wholly awned 

Inc. Wholly =ed 

Exhibit 22 

INCORPOR!'.TED 

DE 
MD 
DE 
DE 
DE 
DE 

GEICO Investrrent Services Company** 
International Insurance Underwriters, 
GEICO Financial Services, GnbH 

Maryland Ventures, Inc. 
Plaza Resources Company 
GEICO Financial N.V. 

Wholly owned 

Wholly owned 
Wholly awned 
Wholly owned 

Federal Repub
lic of Germany 

DE 

The 'lbp Five Club, Incorporated 
GEICO Products, Inc. 
GEICO Properties, Inc. 
GEICO Washington Properties, Inc. 

GOVERNMENT EMPIDYEES INSURANCE COMPANY (GEICO)* 
GEICO Indemnity Company 
Government Employees Financial Corp. 
GEICO General Insurance Corrpany 
Garden State Life Insurance Corrpany 
Insurance Counselors, Inc. 
Plaza Financial Services Company 

RESOLUTE GROUP, INC. 
Resolute Reinsurance Company 
Resolute Manageroont Corporation 

GEICO INDE!INITY CCM>ANY (form=rly Criterion) 
Criterion casualty canpany 
Criterion Insurance Agency, Inc. 

GARDEN STATE LIFE INSURANCE COMPANY 

Wholly owned 
Wholly awned 
Wholly awned 
Wholly awned 

Wholly awned 
Wholly owned 
Wholly awned 
Wholly awned 
Wholly awned 
Wholly awned 

Wholly awned 
Wholly owned 

Wholly awned 
Wholly awned 

GEICO Annuity and Insurance Company 
GOVERNMENT EMPIDYEES FINANCIAL CORPORATICN 

Wholly awned 
(GEFCO) 

GEICO Financial Services, Inc. 
GEICO FINANCIAL SERVICES, INC. 

GEICO Financial Services Corrpany 
GEIBank Industrial Bank 
TRI Properties, Inc. 
Willow Valley Associates, Ltd. 

PIAZA REOOURCES COMPANY 
Safe Driver M:>tor Club, Inc. 

GEICO PHILAI!;THROPIC FCUNDATICN*** 

*Principal subsidiai:y 

Wholly awned 

Wholly awned 
Wholly owned 
Wholly awned 
Wholly awned 

Wholly awned 
Non-Profit 

DE 
Netherlands 

Antilles 
DE 
MD 
DE 
DE 

MD 
co 
IA 
NJ 
MD 
DE 

NY 
NY 

MD 
TX 

DE 

DE 

MD 
co 
CA 
NC 

DE 
DE 

**Governrrent Se=ities cash Fund is a separate series of GEICO Investrrent 
Series Trust which is an unincorporated business trust organized under 
Massachusetts law. GEICO Qualified Dividend Fund is a separate series of 
GEICO Tax Advantaged Series Trust which is an unincorporated business trust 
organized under Massachusetts law. The Growth Fund of Washinqton, Inc. is 
a Maryland corporation. Each of the foregoing Funds is a. registered 
investment conpany under the Investment Corrpany Act of 1940, as anemed. 
It is the canpanies' opinion that the Trusts and the Funds are 'independent 
entities an:J. sh::>uld not be deerrm affiliated or controlled entities. 
GEICO Investrrent Services Co~ is the Investrrent Manager and Adminis
trator for the Funds and is so Administrator of GEICO Qualified Dividend 
Fund and Gove.rnrrent Se=ities cash Fund. 

***Non-profit corporation organized for eleerrosynai:y purposes 
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Exhibit 24 

EXHIBIT TO FORM 10-K 

CONSENT OF INDEPENDENT ACCOUNTANTS 

We consent to the incorporation by reference in Post-Effective 
Amendment No. 1 dated November 22, 1988 to Registration Statement 
No. 2-99661 on Form S-8, which also serves as a Post-Effective 
Amendment to Registration Statement No. 2-83426 on Form S-8, and in 
Post-Effective Amendment No. 1 dated November 22, 1988 to Registration 
Statement No. 33-7412 on Form S-8, which also serves as a Post
Effective Amendment to Registration Statement No. 2-68792 on Form S-8, 
of our report on the financial statements and schedules included in 
the annual report on Form 10-K of GEICO Corporation for the year ended 
December 31, 1988. 

Washington, D.C. 
March 29, 1989 



-

'. " 

I\ 

• • • 

..: ..: - .. :: i 

E:-:hibit ?C) 

Pace l -· 

I i••··· 1--===~~ £ -
I 

' 



.. 
..: ..: .;. 

! 

i 
e 

i 



' . .. 

• 

~i1I -·•11l d ;J 
!.f 

" 
:i 

§ 
• • I 

• • • • ; :i 

E::·:hibit 29 
Page 3 

.. 



'. '• 

~~ r., 
..., 
~ ...... 
..., 
~ 
~ 
~-....... 

i ...,. 
''~ Qi;i 

I 
= ~ ~ 

i '-. 
Cc 

l! ~ • 
~ 
~ 
l! 
~ 

! ..., 
~ :5 
~ ~ I 5 • ~ 

~ -! • "> 
~ 

1 11 ! 
i -• ii j i il 0 

j .. ; : • J ~ 
' il i ; l i !! 1 .i I l 
l j 1 

I 
.s! 

.i il r 
• i i: 
'i .!1 l =i • .- l • .i l ! ! 

.-=..;..:..;..;.-..:.-..::g::: .. .;..:..;..;.,;..;.;..:.;.:2:::: 

CQ 
~ 
r., 

~ ...... ...... 
..., 
~ 
~ 
~-....... ..., . 
ec! 

CQ 
~ 

i.~ 
Cl:: 

~ 

~ ..., 
::5 
~ 
5 

;; 

-! "> 

l i ! i ., 
' : 1 ! i ! 
j i ~ 

~ ; l 
!1 3 

l j f 
.l t~ 
i .!~ • .-
• ! ! 

.; 
..:..;..;.,;..;•..:.:..:2:: 

a 
-
f • .. 
• 
"" i 
I • J 
.i .. 

F:xhibit 29 
Page 4 

'•~ 

, 

( 
.i ~ 

; ~ 
~ i 
ll 
~i 
; 
! 

" 
..:..;..:.,;..;.-..:.:..::2::::: 



'. " 

i 

I 
] 
i 
j 
j 
i 
.; 
l 
.i 
• • • 
! 

• 

-.---

• 

~ ....., 
..... 
~ 
-.I 

I.I.I 

~ 
~ 
~~ ..... 
I.I.Ii 
Q::! 

c::i 
'=:I" 
.... 
Q:: 

~ 

<:::> 
I.I.I 

~ 
fi:l 
~ 
V) 

] 
i 
• 
! 
j 
i 
.; 
1 
.i 
• • • 
! 

.................... .................... 

.................. .................. 

................ ................ ................ 

p_ ... :hibit 29 
Page 5 

-................. ., ... .,_ 
. --

- u 

.................... .. ................ .. 

.. .............. .. .. .............. .. 

.. ............ .. ................ .. ............ .. 



'. '• 

'· 

>. 

.. 

.. 

.. 

.. 
'· 
"· 
"· 

"· 

'· 

>. 

.. 

.. 

.. 
>. 

.. 

.. 
"· 
"· 

"· 

E: .. J-i..ibit 29 
Page 6 

SCHEDULE 0 PART 5 
INCURRED BUT NOT REPORT.ED LOSSES 

(-·1 crra1 

PTior to 1119 •••••••••••••••••••••••••·•••••••••••••••••••••••••••--••••••••••••••••••• 

ltll ••••••••••••••••••••••. ~ •••••••••••.••••••••••.•••••••••••..•••••••••••••. 

IHQ •••••••••••••••••••••••••••••••••••••••••••.,··•·••••"•••••••••.,•••••••• 

!Ml •··•·••••••••••••••••···••••••••••••••••·••••·•·•·•••••••••••·••·••••••••· 

Ifft•••••••••••·····•·••••••··•••·••••••·•···"•••••······••••••·•••·••··•·••· 

IHJ ••·•····••••••••·••···••••••••··••·•··•••••····••·•••••·•·• .. ••••··•·••·•· 

19M ••••••••• , •• ,, .............................................. , .......... , •• 

UIS ............................... , ..... ,, .. ,,,,,.,,, ...................... .. 

'"' ......................................................................... . 
ltU .......................... , ................................. ,,, ...... ,,,.. 

19M ................................................................ , ........ . 

TQTAlS ........................... ,, .... , ............................... , ....... . 

r-rr# •r •1 1.,.rf# 

i. .... U.-1~ ll'ldllhl "" 

e.1- I •I""°*'• •, f•rt J 

'" 

'" 
"' 
"' 

1.~01 

S,lOf 

U,070 

u.1u 

11,Z!oO 

lll,5U 

SCHEDULE 0 PART SA 

""' r .. r : .. ,,,_M 
•{II .. t.1u1 1,,<f.JN 

1,,:,Z.-0J1,./ 

I •/ J<.l!""'I• ~. lort l 

" ,, 
Zll 

' 
!I' 

'H 

i.iu:j 

INCURRED BUT NOT REPORTED LOSSES: REINSURANCE 
(OOl'J fMlrtaJ 

- ' ltta1""" .. , •f l~N# ~1111 U.,.I~ l1t</Mdr<I 11> to/...., ' of 

1<h.,,,,lt 0, Ion I 

i 
tot.a.....r 111••·......,· l1l1tJMl'Wnc1 

I 
,,,,. ..... ~ .. 

U.-JM U"" IOI u ... J« U1tr JIJO 

Prior te ltlt ....................................... . l l l l I lllll I I I % ~ 

117' ....................................... . 11111 I l I I I lllll 

IHD ....................................... , ... ,,., __ 11111 l 1 l l l 11 r11 

I I I 11 I I; I I 11111 

I 
I Ill l 11111 lllll , I 
I 111 l l I 1 I l lllll ;:) 

!Ml ........................................ , .................. , ............ . 

IMt ......................................................................... . 

191J ......................................................................... . 

I 
11 1 l l I I I 1 I 11111 1,. •• ! IM4,, ...................................................................... .. 

111 I 1 l I Ill 11111 "·"'I 
I 1111 I Ill I lllll 

~:,:I I I 11 l lllll lllll ; 

IMI ......................................................... ,, .............. . 

, ......................................................................... .. 
IM7 ........................................................................ ,. 

•• "' Ill I 11 I l& I ' i 
' .,/ •• "' l!I !1 1• .• 

ltll ......................................................................... . 

r~TALS ................................................................ ,,,, ..... . 



m 

" LJ 
·•·Ir-. 

'~ w 
.t~ U• 
,::J a~ 

" 
" .,, ... ., ., ., 
" ., 
" " " " 

"' 
"' "' . ., 
" ., 
" " " .. 
" " " 

"' 
"' "' . ., .. 
" " .. 
" " " " " 

·• •1aoo ••r .• ,., ••iw "ll•&o.t fl 'If -1•J "'I 'I_,., 1° l 1·11 

-1-oz 1a·•~•'<• 5rt'Ol'Ot Mt"1'0'9l "' 
'"' toi'l11't Hl'llO'I !9'1'1'1°1 " 1 ·~11 1oz·9~~·1 Hl'Oo 1~·m•1 " O'tll ,.;1'101·1 /St'IOI lfO'ltt • rHI Hl'tol'I 111'/U ~s·on " I '91/ Hl'Olt't i:ru'u1•1 lll'IOl't ' 6'Hf'I C';S'l;t'tl lli'Sts•r lLS'Hl'I " 1'0Sf tll'ttt'I lll'Ut'Z ,i-o·su•t " 1·ttz IU'OH'l l(l'Ul 1n·s11·1 " l'tll us'ut'I fll'tlt SIS'Hl " l"Sll llt'ZU'I Hl'nt n1·n1 " z·tr O'l/'~O[ 
z·n tnt"IU'Z ' 

'•t"• ut .,...,,-'•I• ••11-11 'rr _,., 1u1 •1 -1•1 I•' 1•11 

"'' fU'lft'lUl'I nz•o1·1n IH'ltl'Ut 90!'1' 

"" t'il'l>t'ou tlt'ttZ'OI IW'lll'ltt """ I'll flt'Hl'llt SH'IH'U llX!'orl'ICZ C'H'SI 
o·u US'Ul'50t on't10•11 SH'lll'l-0[ t[O'I 
o·n SIO'ltt'lti ll'i'tli''I lll'tlt'lt (l['( 

"~ llO'ZU'llt IU'"O't lll'SH'll ru·1 

"" Hl'IOZ'Ot tto'tto'I tlt'IU'f m 

"" IU'llel1'Ut IU'tH tU'lK't ~· ... "l'Ht'llt tll'!St lU'tll'I "' ''" O";t'Slf'ltl IZl'HI nr''°''' ~· I'll 111'ttt'nr lll'lll Oll'flO'I " o·u lU'Oll'KZ 111''1 lt('ltt K 
t'lt Ol'SSl'llt'I ltl'lll tol'liO'S "' 

". IH'Ht'r1r'• Ul'tH'lil ito'ttO'lll Ul'H 

"" Ut'ttt'Ht 1to'on·u lll'tH'Stt IU'H 

"" ltl 'llt'Otl fll'tn'H tll'l!ll'lll SOt'fl 
t'll 111·zrs•m ttO'Kl'tl IH'tst'lll 111•1 
('ff tlC'Sll'lll tto'tto't 1u'tto'n lit'( 

"~ IOO'IOr'nt nt'tl'"' lH'lU'tl "'" "" ltl'llt'llt lOt'CU't sn'nl'11 "' O'H :~:~~,:~ IU'SOO'I ·, IU'lll'OI m 

"" tU'tll'I llO'Otl't 
~· I'll Ut'lll.llt lll'tlS llS'IU'l M• r·11 'in'Ul'&or 101'0( ISl'Kl'I " 'i'tl lll"OSS'lll llt'll IH'l'il " ... tl'J'IOl'IH'Z ttt'IH "l'tOl''i "' 

• (It. f. ,, 
I I fl ,.,,.,., ..... ~,..,., .. 
1•11•1 ... .., .. .,,.. •.-hi .. ., "'""'" .. ,..,. ~"' ""'1 1•1•J "' 

, ... _ 
" " " • • 

--'"""'11•1~•1•J , ... , 
-

t'll OH'lO'l'll 5'/I 1~1·tn'1 l'M lll'lOO't 

C'll IH'nr f"Of ~Ol"t(I 1'01 nt'oz , .. , 111•1n l'lL lll"H ... Of'O 
r·u fll'll~ I'll Oll"St ... 1n'11 
O'"lll 111·1u I'll 011•05 "' ISl'I/ 
z·sn nt'l'Ot'I I'll IOl'Zlt "" 

,,,.,,, 
f'lll Hf'Ul'I 0'91 Oll"Ol1 t'U fOl'IU 
0'11 fH'Ot Ctl llt"DI l'lf IK'lU 
t'lr ...... 1·11 O';O"tt !'St IO'KI 
!'fl IH'ltt'I 1·11 tlf"OI l'fll lh'llS 
s·u1 tH'HI I'll (l(l"jl l'tol 0'1'10'! 
Z'tt O'l/'SOI ['ft Hl"U ,.,, ,.,·u 
z·1s O'lf'IU'l l'Ol llS'tot l'Ol I oq''wt 

+A1111Blf11 IJJHlO - BT 1/JlfJ - J J7nOJH:JS 
- ""1• .. ,,., •• ,., 1'1•J 

/'SI llS'Sll'Hl'I 1·11 ftf'lfO'm "' ltl'141'0U 

''" H.O'm'MZ I'll ttZ'Off'H "' fft'ltl't 
"K nt'Hl'ttt O'll Ul'"t'O "' SU'lll'll 
I'll IU'tll'llt 1·01 IXS'Ul'O ... Zll'ffl'll ... Ofl'tlO'm t·o1 ttt'fll'tt '" IOZ'"l'U 
t'ft IOO'IU'IOt I'll zu·1n•11 '" ISt'tH'fl 
f'[I tSt'Oll'llt t•n /U'(tt'H '" Ut'Ut'SI 

"" Hl'Kl'IU I'll IOl'lll'lt "' Ot'//l'SI , .• llO'Hl'O(( I'll lil'iU'U "' toi'l-01'11 
l'U ltl'lOl'ltl I'll atO'ltl't( "' tlO'IU'll 
O'tl ILn'rtt'OIZ l'SI itt'sn·sr '" 1£t'100'11 
t'rl nr·o11·1st I'll 111' Ut'lf ... llt'ttt'U ,.,, Hl'O<;f'llt'l l'O( tlt''n'ou ... tf0'6lS'ttl 

+AlI1IBlfI1 01nv - yr 1/JlfJ - J J7nOJH:JS 

l'll IH'SU'Str'I I'll OU'ttt'IZI . .. Ut'IOl'llt 

"M tlt'otl'IU l'll M'Ctt'lt "' '"'Kt't 

"" tl'i'1n·u1 1·11 tll'lll'OS '" lto'lll'll 
'i·o1 IU'lft'ttl 1'01 tn'Ul'O '" ttl'CH'll 

"" Olt'IH'tn !'Cl llt'Hl'U ... 1tt'1n•u 

"" Olt'Kt'O';t 0'11 Ht'tst'lt l''i ' _,'Hl'Ol 
I'll O"'Mt'Ut I'll 111'on'n ... IO'ftl'll , ... t'lt'tllf'Ht 0'11 OOl'tU'Ot ,., ttl'Mt'll 

"" Ul'tK'IK I'll tH'Ht'll ... nt'to1'11 
l'lt tlt'llO''ilt I'll tK'lll'lt ,., tlll"tot'U 
I'll ltt'Uf'lot l'U ltt'lrt'tt '" tll'(ft'tl 
l'U Sll'~l'tll l'H Ht'IK'U '" m•ns•u ,.,. 110'rH'ttt'l 1·01 zu·n1'tfl '" 1M'tl/'Ut 

• ,,.,.,, • • 
"' .. - ". ,., ... "..., (f) ". ,. • ...,If 

1•11•1 •r.hJ .. ., 1•11•1 ..... 
,.. "'1 • ' - • 

' ' .,~ ,....,., "" ,,, 
Al!lfHHns - r 1/JlfJ - J 17n0JH:JS 

,,., 

" 
" ' . 
' ' ' ' ' ' • 

.... 
Srt'OI 

''"" llS'tl 

"'" n< 
m 

"' .. 
" " " " ., 

T n1·1s 

OU'lt 
sn'H 
nt't •• 
"' "' " .. 
" " " " 
,-.,,,"""'"" ,..'1, .,.,, ,.,..... .. ,,.,_, 

"' 

"" 
....... , .. , " ,,., . ' .,..,..,,., ••1 

"" 
AJtTIO'll fJllO - n.inur ,.,...,Jrlt ''"" IUIUI n~lnJJH 10 UJllJ JO lllOll•Jfl.eJ 
- -·-- . -
" t16'1ft'I 110"111'91 .. ~lTIOI ... 
" lft'HI Hl'tK'I ..... 'tt61 "' ' Ht'UI t11'tK'I . ....... ,"' .,, 
' IK'IH tn'on ......... "'' '" 1n·r11 on'nt ......... Hll .. 

tH'nl tol'Uo'I ......... "" " ' tH'HI oti'U·O'I ......... Ull 

" tll'llf ~·ru·1 ......... n11 
" ' SOl'lft OU't41'1 ......... 1161 

" • tll'IOS Ut'IX't "'""''''OU! " ' IU'IU Ol'ltl ......... 1111 

" ltt'fS lft'loOI ......... llll 

" ltt'tU'I Xl'IH't ""'" 1161 "I ... ,,, 'I 

-· . ... 
.unmn ""' - nAl1m io11urn n• 11nS11 .&lfWr.n" mJn 11 •11rllt#J 

Ut'HI OK'nt'fll'f oot'Ht'OOl't ........ S\WIOI "' 
HO'UI tU'Ul'tll n1•m•111 ......... '"' ·n 
~·tt tff'Ut'IH "O'IU'Sll ......... ,"' "' OO('l SX"IK'ift tll'fn'lll ......... IHI 

"' """ Ul'Hl'Olt ttt'UC'OK ......... Sffl 

" '" tU'lll'MI ftl'm'ttt ......... '"' ., 
"' Ul'ln'zot m'Ht'tl't ......... tttl 

" '" IOl'IOC'Otl tU'ftll'ff( ......... lKI ., 
" Ul'llt'IU m•nr•ut .,,, ..... IHI .. 
" Oll'DH'UI m·on•nt ......... Oii! .. 
" Ul'C'lt'tlt ln'IH'ff( ......... 1111 

" " Ot'tte'IOl m'tU'UI ......... 1111 
" " ~·tn'Hf'l llZ'Hl'Hl'I '""" tfll 01 Hl.14 'I 

I 

H('ffl Hl'Ul'lfl't fH'lll'Ul'I . .,.,,,. fll!OI "' 
Ol'IZI t<t'.nz•ttt '"'"°'"' ............ ·n 
'iH"tt ltt'ltl'Nt m'tlt'IH "''""'IHI "' 1n·1 IDt'Ht'Ut Ut'oot'lll ......... ft11 . ., 
ott'l llt'Ul'ftt HO'tll'llt ...... ""SHI .. 
1m'1 IH'ln'IH Hl'UO'Stl ......... '"' .. 
"' OIX'tll'fU IU'IH'm ......... tttl :; 
'" lll'lU'Olt lto'nt'Ofl ......... ml 

" ltt"OH'HI llf'Kt'llt ......... IHI 

" n uo·m·nz o.rt'ltll'llOI ......... CHI .. 
" fll'Ht'OSI Kt'tll'HI ......... 1111 " " rn'tK'tn flt' Ill' fl( ......... "" .. .. UO''iO'Ht'I Kl'Z0"1tt'I "'"" 1111 •I .Ml.II "I 

,.._, ,....., ... """ .... .,. "'"''1' .,'1, ,.... I ........ ,.,..... "~ .. ., _, .. , ...... -~ ••U•J_, .,,, .. -: .,., 
"' ' ' 

l'IW-J ,~, nlUl""1 J-J.WI 111 Jf nn m• Ill NI l1171111Jflr ,_ fJlflnnmfJ 



'' " 

I 

I 

... ... 

.... ... 
~ 

" 
i:: 
!:: -
i ~ •t: = ji~ 
l·= 

= "b • 

. I 
j 

. "'!f j~ • • 

. i• 
!'" .. -

. lj•: .. J . • = 
i• •1-· .. 

J . I 
j 3 

.i i• 

" 
•!;" 

! . j 
• 

·-JJ <ij· • , !" -.~ •• 
!...-]j 
"•r ".! h 

~· 

. 1 
.i 

. !I 
~hi 

-· •11] H ! 

..:..:..:.;,,;.,;.:..;.;g== -. . . 
- -

-

i ! I! . . .. 
!n n !! ~ • 

! 
..:.:.:.;.;•.:.•.:s:::::i -

' i 
l 

! 
I 

' t 

J • 
.! 

' J • ! 
.l 
~ • 

• • 

... ... 

l1~~~~~~~i-.1 
"' 

i 
l 

J • 

E:·:hibit 29 
Page 8 

-----'"·'·•==! = .. / 
;;;~:;~;~;;;~1=: 

!~H~~~~nn1 ~II --······ - 17~ 

~2~~2~~i~~~~ ~I 
I 

. 
i 

" 

• 
~-•••••••,;:,; :)I 



'' ,, 

• 

• 

s s s ~ ! ~ ! ! ! ! ! ! 
• 
! 

• • 

F'<hibit 29 
Page 9 

' ! 

' 1 
: 

l 

' i 



'' ', 

' r .. ,.. t..11.1,. 
l.outt ...,,... 

·~-
l.~rio• 10 HU 

'· IOU 

l.C-lalh• Toul 

.. "" 
S.C-..hti"" loul 

.. ,,., 
1.c ... 1od .. rou1 

o. 1'N 

t.c-111t .. !ot<il 

"· '"' 
11.c-1uh• TGU1 

u. UN 

~ 
' (Nn t..llold 

i.un ...,... ·--
I.Prior to IW 

'· "" 
J.c-latln TGt.ol 

.. "" 
5.C-htht Total 

.. nu 

1.c-1.t1 .. rou.1 

.. "" . t.C-lott" Tttll 

10. "" 
11.c-lott .. Toi.I 

u. ,, .. 

' ,,.,., ta llHm 
taun lllN ·--

1.~or ui IKJ 

.. '"' 
1.c-111he Total 

.. UN 

1.c-1111 .. fetal 

.. ,,. 
1.c-t.th• '"-1 

o. , ... 
t.C-1•11" T•t11 

10. uu 

11.c-1111" Tout 

10. , .. 

E:•.hibit 29 
Page 10 

SCHEDULE P - PART 2 - SUH'IARY 
l..-1 i..un-' t.11 ~·,._,.."It-'•/ r- ("' -iu#;I 1-'"' 1.ou ~ "'" es,.,.,, ~ ....... 1#,, """''.J 

' ' ' I ' 
, • ' " ! " " i "" "" - , .. "" "" 

, .. "" - "" uu "" : uu 

t,'54,111 •.w.w· t,ut,JU t,ut.UJ t,""3,Jll Ull 1111 uu 1111 ,I •,CS,IH 

I 
1111 

12',UJ aot,ti1 UO,,!J "'·'" -IOl,lll l\t,Jlt ... . .. ···I "'I !•.11 

S,OM,Ut S,045,lta S,IWG,HI S,Oll,tn S,OU,lll S,C!f,lll UU 1111 nu llll 1111 
' 

l I I l lfl,t!J &ll,A1 -.~,IZJ Ul,IJI '*Z,lot UU n.t ~-· 11.1 11.11 
I 

I l I l S,SJ1,JO S,5ll,t1J S,Slt,ltl S,5U,Ht S,Soll,SZI >W •w UU nu llU I 
1 11 I t I I I 601,ZM 60t.ISI 595.tal !ti ,llS UU mo u.z 16,1 IS ol 

I I l I 1Il1 1,119,ZU l,IU,!olt 1,Ut,US l,Ut,&ll UU nu 1111 1111 1111 i 
I i 

1 11 I I 1 I l 1111 ....... 1$1,CM WJ,5.JJ UU nu UU U.lj lS.J) 

I 11 I I 1 11 I I 11 1,no,ou 1,117,IU l,IOJ,IM UU llll llll llll I Ull 
I 
I 

I ' 
l 11 l I I 11 l I I I 1111 7'1.IM uo,111 UU Ull 1111 llll I 11.sj 

l I I I I I 11 I I l 1 Ill I 1,5Jl.tU 1,5",0oll mo UU 1111 llU 1111 

1 111 I I 11 111 I 1111 l I I I IU,"4 llll ~ 1111 llll 1111 I 1111 

I I 

SCHEDULE P - PART 2A - AUTO LIABILITY 
I~ lHlft - t.11 "-' ... P"1fll 1t .W •/ rwr (0# ..tllfli} l1ta...W t.11 W i.u r..P<-t• ''N:"'"'' ,.,..in 

! 
I 

' ' • ' ' ' • • " u " , ... "" , .. "" "" , .. 
'"' "" ... UN "" I, 

:r •.n•.w •.nt,1N l,Jl2,ff1 1,111,Ut l,lOl,Jot l,llO,SU uu 1111 uu I IUI uu 
I 

lll,IU nii.111 Ut,110 JH,UI u1,:n JU,104 ~-· "·' !I.I U.ll u.1 I 
1,121.sea 1,11111,UI 1,61.l,ISI l,W0,"'5 1,Ul,JU 1,01,11.t UU 1111 1111 

n.t I 
Ull 1111 

i 
111 I .. 7,l)tt U7,IS. IU,H7 1>0,lft m.nz UU n.1 tl,I ! 'IC.•1 

I 
' I 11 l 5,Ul,tU l,IZl,111 $,115,llZ 1,101,m S,105,Ut UU UU nu lllJ I 1111 

l I I I l I I I WJ,ltJ SQ,OIS 5Jt,t11 SJl,111 uu 1111 11,0 
9'.l l JS.1 I 

Ill I I 111 S,Uol,IOI $,Ul,tJ1 t,MJ.J!J s.~1.n1 UU "" llll un I llll ' I 
1111 I 111 I 11 I 'IZ.Hl ...... 60t.UI mo 1111 1111 ';0,J n.1 I 

j 111 I I 
11 l I I 11 l ,,t/C,lft t,lll,Ztl f,Z!l,Oll uu 1111 nu 1111 nu 

I I 
l 111 I 11 I q 11 11 1111 ' Ul,CIZ tll,HO 1111 1111 1111 IUl 

I 
!S-1 : 

l 111 l 11 I 111 I 1111 I 1,1-11,JU f,tll,7H 1111 1111 1111 I nu Ull I I 
1111 1111 ! 

l1 

I nu l I 11 1111 
I 

1 f I I 110,IU UU 1111 IUI 

I 1,1 

nu 

SCHEDULE P - PART ZB - OTHER LIABILITY 
l-rW ta.rn - in• r..,,-1 •rrW fl -' of fPfr ,_, •UI..,) lttntlftl/ i.u -' tau i.,...,. '""'"t''' r,.,,.ru' 

~ ' ' • 0 • ' • • " u I " '"' "" , .. "" "" 
, ... 

'"' 
, ... , .. UN I "u 

I •.•n J,Jtt ""' l,Jll Jl,111 11,Jn 1111 uu 1111 nu nu ' ! 
l,Ut 1,517 "'" l,111 J,OZ 14,UQ lll.J 15G,J Hl.S 117,t JIJ.JI 
•.tlZ •.nt t,UI 10,Z!J !•.zw lZ,ISJ Ull 1111 1111 1111 1111 I 

11 l I l,ZU '" 1.111 ..... l,lZI UU 120.1 "·' IU.1 Z11.t 

1111 10,l!t 10,UI u.ua 11,Jtt ..i.111 llll llll UU Ull uu 

l 111 1111 "' '" 1,111 ""' llll UD 111.J IH.I JU.I 

I 111 11 11 Ja,Uc 11,oar u.111 CZ,11' llll ow nu Jill nu ' 
I 111 l l I I 1111 .. '"" ""' nu ow nu n,1 in.~ i 
11 11 l I I I I I I I IJ,110 U,ZOI 4J,N1 llll uu uu 1111 Ull 

11 l I 11 I l l I 11 I I I I Z,Zll ""' UU UU 1111 Ull I IU 1· 

111 I 1111 1111 I I 11 U,U1 "·"' 'W nu llll uu 

I 
1111 

11 l 1 1111 I 111 I I 11 l I I I l,Ul UU Ull 1111 1111 Ull I I 

j 
" !JU 

I 
uu 

l~.i 

1111 

10.I: 

Ull I 

;s_J i 
1111 

' 

" i ' 

1111 

nzl 

.... 
n.1: 

i 
" jl 

"" 
I 

uu 
I 

JS: i 

nu 

' "' 
1111 

1!.~' 

uu i 
H.! 

"" j 
•.• 1 

.... ·I 
·~ ; ' 

I " "" 
I "" j 

1,1~1 I -

uu 

'!~ I 

uu 

1~.11 

llU 

!l,:' 

'"' 
:!1l, 

'"' 

""ii 



. ' 

I I 
, ..... "'lllldl 
t. .... lill'l'T ,_ .... 

1.P•lu to IW 

.. Hu 

J.c-i.u .. Toul 

'· "" 
s.c-htl•• Total 

.. HU 

7.c-1atl" Toi..1 

.. , ... 
t.c-1111 .. Total 

"· ltU 

11.c-111h• Toto! 

"· HU 

I 

'""" t. lllldl 
t.nn..,,.. ·-

I.Prior ta !Ml 

'· '"' 
J.c-111h• Toul 

.. HU 

5.C-htin Toul 

.. "" 
1.c-111tn Jou\ 

.. , ... 
t.c-1atln Toul 

"· "" 
11.c-111in Toul 

"· HU 

J 
r..n t.. •1c* 
~fin..,. 
,_ 

1.rn ... i.. 1ta 

.. '"' 
l.C-latlN foul 

.. , ... 
s.c..i.11 .. Total .. ,,. 
l.C-httN T1UI 

.. "" 
t.c-1.11 .. To~1 

"· 'N' 
11.C..ht!N T•UI 

... '"' 

SCHEDULE P • PART 2C • MEDICAL HALPRACTtcE 

E:·:hibit 29 
.l?age 11 

r-N Lonn Ml Lo11 ,,,_, :.,tf'1# •I .W •! 1.s• (O#ll ..iut<IJ z"""""" t.u •"' t.ou bpM" ,,..,,.r•1• ''""''"' 

' ' • ' ' ' • ' " I " I " '"' "" - , .. 
"" "" 

, .. 
'"' - "" "" Ull I Jill 

: 

- nu '"' Illl un uu -
uu uu 1111 JIU 1111 

l l 1 l -11u 

I 111 Ull llll nu I 
1111 llU 

I I 11 l l l I llll uu 

1111 11 I I nu nu nu 1111 1111 

I I I l I I I I 11 11 un nu 1111 
! 

1111 1111 11 I 1 nu Ull un 1111 uu I 

I 111 I 111 I 111 I I 11 IUI nu 1111 nu I, 

l 11 l I I I I I 11 I 1111 nu uu nu 1111 .... ! 
I I I I I I 11 l I 11 1111 1111 nu nu 1111 1111 1111 ! 

i 

SCHEDULE P • PART 2D • WORKERS' CllHPENSATION 
l...W t.un .- LH1 ,,,_, ... '1/11 •I• •I r-r (*.nu_, :-"""' t.11 Ml Lou C.l'ft'H ,,,......,t•1• •-•ttJ 

' '"' 
" 
" 
" 

Ill I 

I It I 

I I I I 

1111 

I I 11 

111 I 

l I I I 

11 11 

l I I I 

I ' • ' ' ' • • " " "" 
, .. 

"" "" "" '"' 
, ... "" "" 

" " " " " uu nu nu uu 

"' "' '" '" '" 11.z [Z.I) {Z.1) (2,0) 

" " " " u uu "'' nu llU 

" ' " • ' nu ~-· 1.1. u.1 .. " w " ~ nll nu 1111 1111 

... I I I I I " " " • nu Ull "' 
I I 11 .. "' w ~ Ull nu llll nu 

! 

I I I I l I I I " " n JUI 1111 1111 zo., i 
11l1 11 I I as " " nu 1111 Ull 1111 

I I IX -I I I l 1111 ! " 
,. 1111 llll 1111 uu 

1111 o I J 11 1111 '" " nu 1111 1111 1111 

l 11 I 11 l I 1111 1111 " nu nu 1111 1111 

SCHEDULE P - PART 2E • FARJIOllNERS MULTIPLE PERIL, 
HllHEOllNERS MULTIPLE PERIL, C~ERCIAL MULTIPLE PERIL, 

OCEAN HARIHE, AIRCRAFT (all pertls} AND BOILER AND MACHINERY 

" ii 
"" I 

:1 
1111 I 

1z.01I 
! 

1111 I 

1111 ''I 
I Iii 

1111 i 

ll ~I 

"" ! 

n.e 

uu ! 

1111 I 
I 

1_.,.. W.. 9' WI,,,,_. ....... H - •/ T"' (M -itt•J lllO,.... ~" Ml ~u c,_,. llttttll•I• 1,,_,,n 

i ' ' • ' • ; • ' " " " '"' 
, ... , .. , ... 

"" "" '"' "" "" IOU "" 11 

JOl,111 "'·"' ""·"' JOl,lll lll,JH 111,Jll nu '"' nu 1111 1111 I 
u,m 17,717 U,JH :U,JW lt,llJ Jt.117 ... ... 10,0 /0.l II.I 

J.17,SM J.11,SH J.17,155 10,!0I l!iO,. 151.ota WO nu nu lUI 1111 

111 I "·'" U,OM IJ,Ul U,J4t u,zu nll 11.1 IS.I 15,5 "·' 
11 I I "'·"' na,uo ltl,010 lM,151 lts,JU .... Ull 1111 1111 uu I 
111 I 1111 "·"' •. ~ 51,NI ~.zu •w '"' "·' n.• u 1! 
11_ I I 1111 at,Ml 00,511 '"·* '"·'11 '"' nu 1111 nu 1111 

111 l 111 I I I I I !!,Ill Sl,lll !OZ.QI '"' 1111 1111 II.I !.!) 

I I 11 I 11 I I I I I "'·"' ~.IH SO.,ICI •w •w IUI nu 1111 

I I I I 1111 I 111 11 JI !t,llt ..... •W nu JUI nu I]~ 

I l I I 111 I 111 I I I I I 5'1,011 ...... uu uu .... uu 1111 I 
I I 11 1111 11 I I 11 I I 1111 ~ .... .... ·= un 1111 1111 ! 

! 

" i/U 

1111 

: 

1111 

! 

nu I 
I 

1111 

1111 I 
I 
I 

1111 
! 

I" 

" IU• 

nu ! 
i 

It.•;! 

uu I 
1.l' 

nu 

.. 
"" 

i.l' 

i 

"" 
\111 

.... 
.'.I I 

" au 

nu : 
•11: 

uu 

·1:: 

Ull 

1111 

.... 
! 

'" : 
1111 i 

•1.sl 
! 

llll ! 
! 

IS!I 

I 



' < 

··~-·-[a'* ...... Z,lou I Lou b,. I••·~) 

l,?ald ................. . 
•·••un• (Z) •· (l) ,.,.. 

!.? .................... . 
l.ii.t.n• UI- UJ .... . 

'·'·i~ , ................ . 
5 .... ,,.,.. (l)-11} .... . 

,,,., •.................. 
10.•u- (tJ - II) ••••. 

ll.Poi4 ................ .. 
11.~ ... - (lJ- {Ill .. .. 

!.,,...,_ ta.....i •••••• 
Z.lc>n & U.1 b,. bc'd. 

J,htl •••••.•••••••••••. 
1.:r..- fZJ - jJJ ..... 

S,Poil •••••••••••••••••• 
I.lot.,.... fl)- (SJ ..... 

I.hid •••·•·••··•·•••'"' 
1.a...~ UI- 111 ,.,· •• 

l.Pold ••••••••••••••••" 
LO • ..._ (t) - (I) •••·· 

11,Pdl ••••••••••••····· 
U.hu~ !Z) - (II) .... 

1.rr-i- ta.....i ...... . 
z.t..t1 a t..t1 tzJ, lw'• 

J,,.t• ••.•••.••••••••.• 
'·""- IZJ-UI ..... 

' "" 
uo.ua
"'-"' 

15',Nt 
lZl,111 

I , .. 
lM,111Z 
Jll,tal 

IU,111 
ZllZ,ZM 

Zlt,llZ 
H,Zl1 

111.)Clll 
S!,1111 

I .. 

l,UI .... 
• 

'·"' 

SCHEDULE P - PART 3 - >UH!'ARY 

:::.-.hibi t 29 
Page 12 

c..I...,. r.~ ,,_._ r...,..., k•l"-1 r .. ~ t.u """'Uu ,._,. Z"ft...../ 

' -"" 

IW,:ICI 
Z!l,OIZ 

tU,IDI 
121,ZJI 

1u.•11 
J.O,tll 

' I .. 

!lS,CIU 
IU,lot 

IM,!.11 
%11,MI 

JJS,1'4 
l&i,Hll 

JU.t!l 
U,t!of 

OO,ot5 
!IZ.Olt 

oo.m 
ll.Zst 

• I .. 
• 

I .. • 
"" 

S-'7 0.U f,_ k""•le , - 'art I - S-1')' 

• '11.lH 
!rll,111 

IH,111 
lt0,111 

lou I Lou bl*M 1~.....,a. I i-r 

ZJO,l&Z 
lU,tlJ 

Zl1,SIJ 
•u.uo 

lM,Ut 
Ul,HO 

Lou I lnl (J,.. .. lb ..... l ,...,.. 

01,111 
IOl,IH 

SlJ,'l:Z 
12',UI 

.. .. 
l•u I l<l11 ez,...,. I)....,. • , .. ,,. 

.. .. " " " .. 

' I .. ' I uu I JIU 

100.a I 
11.1 

ZU,ZU H,1 lt.1 
S&l,IM 50,1 S:,J 

.. .. 

.. .. 

.. 
" 

SI.I tO,I 
U.I, H.1 

H.1 11.1) 
U.t , IS.I 

15.! 

" 
11.0 I •.1 

JQ u u 
Uu UIJ 1111 

l:x!,O i IC>l.0 l:O ~ 
11.§ ! 'I Z! IS.It 

U.I 
U.! 

lt.J I 11.l l1.S ' 
!.I.Si !6.Zj S!.11 

S!.1 SI.I 
U.&I Z1.li 

ll.1 I 11.• I 
11.l 1,,1, 

10.si 11 
11.Z '. I I " " 

80.t U.1 I I I 
1.7 1 1.1! ti 

II i II 
Tl: 11 

.. .. lt.0 50,l ~-ll 11 II II 111 

s.t '·' s.a' I I I I I I I I 

SCHEDULE P - PART 3A - AUTO LIABILITY 
C.I ..... r .. ,. ,,..._ '-"""• Mclll•I r .. ,. t.u -./ 1"11 r:q,... llOO~ 

ZH,tll 
JOS,Zll 

JCll.!IZ1 
Y,171 

Jll,trt, 
zt.llZ 

lSO,JM 
11,01 

• 
"" 

1 .... 
U,ltO 

Ut,ll7 
ZJU,lH 

zu.sn 
lll.)lt 

JM,IW 
11.~ 

in.tu 

"·'" 
-01,lll 
U,:Cl 

l6',lH 
111.JU 

llt,170 
t&,OM 

IM,011 
Sl.UO 

.. .. 

111,SJI 
Zit.ISO 

Ul,UI 
121,ltl 

.. .. 

.. .. 

w.110 
ZJJ,110 

.. .. 

.. .. 

.. .. 

• I .. 

no,tn ICICl.O 
110.m a,,, 

lS1,llJ 
Sll,'41 

" .. 
ll.I 
~.I 

SI.I 
Zl.I 

,,,... ... ,, ... 
IJ /I 

JIU UU 

ICICl.O 1100.0 I 
U.S. H.11 

10.1 j 
!f.l 

ll.l 
~1.1 I 

~!.I I •. 1 I !! sf 
JO.t II.!. U l; 

.. .. 10.1 
IJ.l 

7%.0111.1111.!I 11.J' 11 
;J.2 U.1 11.S 11,J 11 

.. .. 

.. .. 
"·' "·' I.I I.I 

~.I 
I.I 

II.II ... 

II.I I "·' 1· " I,! t.I I I 

!!,I 

• • " " " .. 
" " 
.. .. " " 

SCHEDULE P -. PART 3B - OTHER LIABILITY 
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