
 

 

POLICYHOLDER ADVOCATE 

NEW YORK, March 20 
(Reuters) - A leading U.S. 
consumer group on Mon-
day accused Geico Corp. 
of using consumers' edu-
cation backgrounds and 
occupations as criteria in 
setting auto insurance 
rates, resulting in discrimi-
nation against minorities 
and lower-income people. 
 
The Consumer Federation 
of America (CFA) charged 
that the No. 4 U.S. auto 
insurer, has adopted rat-
ing methods and under-
writing guidelines in 44 
states that directly tie 
rates to education and 
occupation. 
 
Geico, a unit of Berkshire 
Hathaway Inc., the insur-
ance and investment com-
pany controlled by billion-
aire Warren Buffett, re-
jected the charges. It 
called them "an offensive 
attempt to link fundamen-
tally fair and actuarially 
sound industry practices 
with invidious discrimina-
tion." 
 
The insurer provides auto 
insurance to more than 6 
million policyholders, and 
insures more than 10 mil-
lion vehicles. 
 
Robert Hunter, the CFA's 
director of insurance and 
a former Texas insurance 
commissioner, called 
Geico's rate-setting poli-
cies an "underwriting 

sleight-of-hand" that can 
shortchange thousands of 
drivers. 
 
Under Geico's guidelines, 
he said, a New Orleans 
factory worker without a 
high school education 
would pay $2,636 for in-
surance, 91 percent more 
the $1,382 that a white-
collar worker with a gradu-
ate degree would pay for 
the same vehicle and loca-
tion. 
 
"There is clearly a dispa-
rate impact on minorities 
and lower income people," 
Hunter said in an inter-
view. "If it isn't violative of 
the law, it should be. It 
strikes me as very unfair." 
 
In a March 14 letter to the 
National Association of 
Insurance Commissioners, 
the CFA said Geico's use 
of educational status 
alone to determine rates 
allows it to bypass prohibi-
tions on using income as a 
guideline for setting rates, 
on the grounds that doing 
so is racially discrimina-
tory. 
 
"What is very troubling is 
that Geico appears to be 
using these guidelines as 
a de facto rating method," 
it said. "Geico's methodol-
ogy is reprehensible be-
cause not everyone has 
the opportunity or can af-
ford to pursue a four-year 
college degree." 
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The CFA asked the NAIC to 
intervene before the prac-
tice, which it said other 
auto insurers are begin-
ning to use, becomes 
more widespread. 
 
Geico, responding in a 
March 17 letter to the 
NAIC, said the CFA's opin-
ions are wrong from a pub-
lic policy and legal per-
spective, and constitute a 
"full frontal attack" on mar-
ket competition and con-
sumer choice. 
 

Geico accused of unfair auto insurance rates  
By Jonathan Stempel, Reuters 

This little lizard may 
have some tricks up his 
sleeve.  
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DECATUR, Ga. - A 
DeKalb County Supe-
rior Court jury has re-
turned a $5.6 million 
judgment against At-
lanta Casualty Co. for 
bad-faith practices in a 
lawsuit involving an 86-
year-old woman who 
had automobile insur-
ance with them. 

Dimple Thomas, now 
86, collided with an-
other vehicle when 
making a left turn in 
November 1992. An 
occupant of the other 
vehicle sued Atlanta 
Casualty and got a 
$60,000 judgment, 
which the company 
refused to pay and 
then sued Thomas 
claiming that it didn't 
have to pay her claim 
because it had not 
been notified of the ac-
cident. 

In court, it was shown 
that on March 18, 
1996, the company 
signed a certified letter 
giving them notice of 
the accident. 

"The company did not 
provide defense and 
did not pay judgment of 

$60,000," said Jay 
Sadd, one of two attor-
neys who handled the 
case for Thomas. 

"It sort of says it all 
when an insurance 
company not only de-
nies coverage to an 
elderly woman after 
she had paid her pre-
miums to them for sev-
eral years, and then 
goes on to rub salt in 
the wound by filing suit 
against her," Sadd 
said. 

"Insurance companies 
should never be al-
lowed the opportunity 
to deny coverage to 
those who need it 
most," said Rob Ben-
field, co-counsel with 
Sadd. "We think the 
treatment of Ms. Tho-
mas exemplified every-
thing that is wrong with 
corporations that place 
their profits over their 
duties to protect those 
that trust them." 

Thomas worked as a 
housekeeper at a hotel 
for 27 years. She used 
her life savings to buy 
a house in Decatur, 
where she lived alone 

until 1999 when her 
granddaughter began 
taking care of her. 
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$5.6 million verdict awarded after insurance 
company denies claim Associated Press 

LESSON TO 
BE LEARNED 
FROM THIS 
CASE:   
 
If you don’t want to 
get hammered, don’t 
mess with Grandma!  




