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Part I

 

Item 1.  Business

 
The Allstate Corporation was incorporated under the laws of the State of Delaware on November 5, 1992 to serve as the holding company for Allstate

Insurance Company. Its business is conducted principally through Allstate Insurance Company, Allstate Life Insurance Company and other subsidiaries
(collectively, including The Allstate Corporation, “Allstate”). Allstate is primarily engaged in the property-liability insurance and life insurance business. It
offers its products in the United States and Canada.

The Allstate Corporation is the largest publicly held personal lines insurer in the United States. Allstate’s strategy is to serve distinct customer
segments with differentiated offerings. The Allstate brand is widely known through the “You’re In Good Hands With Allstate®” slogan. Allstate is the 2 nd

largest personal property and casualty insurer in the United States on the basis of 2014 statutory direct premiums written according to A.M. Best. In
addition, according to A.M. Best, it is the nation’s 19th largest issuer of life insurance business on the basis of 2014 ordinary life insurance in force and
31st largest on the basis of 2014 statutory admitted assets.

Allstate has four business segments:

• Allstate Protection  • Discontinued Lines and Coverages
• Allstate Financial  • Corporate and Other

To achieve its goals in 2016, Allstate is focused on the following priorities:

• better serve our customers through innovation, effectiveness and efficiency;

• achieve target economic returns on capital;

• grow insurance policies in force;

• proactively manage investments; and

• build and acquire long-term growth platforms.

In this annual report on Form 10-K, we occasionally refer to statutory financial information. All domestic United States insurance companies are
required to prepare statutory-basis financial statements. As a result, industry data is available that enables comparisons between insurance companies,
including competitors that are not subject to the requirement to prepare financial statements in conformity with accounting principles generally accepted in
the United States of America (“GAAP”). We frequently use industry publications containing statutory financial information to assess our competitive
position.

 
ALLSTATE PROTECTION SEGMENT

Products and Distribution

Total Allstate Protection premiums written were $30.87 billion in 2015. Our Allstate Protection segment accounted for 93% of Allstate’s 2015
consolidated insurance premiums and contract charges. In this segment, we principally sell private passenger auto, homeowners, and other property-
liability insurance products through agencies and directly through contact centers and the internet. These products are underwritten under the Allstate®,
Esurance® and Encompass® brand names.

Our Unique Strategy                  Consumer Segments



Allstate serves four different consumer segments with distinct interaction preferences (local advice and assistance versus self-directed) and brand
preferences (brand-neutral versus brand-sensitive).

• Allstate brand auto and homeowners insurance products are sold primarily through Allstate exclusive agencies and serve customers who prefer
local personalized advice and service and are brand-sensitive. The Allstate brand also sells specialty auto products including motorcycle, trailer,
motor home and off-road vehicle insurance policies; other personal lines products including renter, condominium, landlord, boat, umbrella and
manufactured home insurance policies; commercial lines products for small business owners; roadside assistance products; and service
contracts and other products sold in conjunction with auto lending and vehicle sales transactions. Allstate brand sales and service are supported
through contact centers and the internet. In 2015, the Allstate brand represented 91% of the Allstate Protection segment’s written premium. In
the U.S., we offer these Allstate brand products in approximately 10,200 locations through approximately 34,800 licensed producers including
approximately 10,400 Allstate exclusive agencies and approximately 24,400 licensed sales professionals. We also offer these products through
approximately 2,100 independent agencies that are primarily in rural areas in the U.S. In Canada, we offer Allstate brand products through
approximately 850 employee producers working in five provinces across the country (Ontario, Quebec, Alberta, New Brunswick and Nova
Scotia).

• Esurance brand auto, homeowners, renter and motorcycle insurance products are sold directly to consumers online, through contact centers and
through select agents, including Answer Financial. Esurance serves self-directed, brand-sensitive customers. In 2015, the Esurance brand
represented 5% of the Allstate Protection segment’s written premium.

• Encompass brand auto, homeowners, umbrella and other insurance products, sold predominantly in the form of a single annual household
(“package”) policy, are distributed through independent agencies that serve consumers who prefer personal advice and assistance from an
independent adviser and are brand neutral. Encompass targets mass affluent households, a market of approximately 35 million in the U.S., with
higher average coverage needs. In 2015, the Encompass brand represented 4% of the Allstate Protection segment’s written premium.
Encompass brand products are distributed through approximately 2,300 independent agencies. Encompass is among the top 20 largest
providers of personal property and casualty insurance products through independent agencies in the United States, based on statutory written
premium information provided by A.M. Best for 2014.

• Answer Financial, a personal lines insurance agency, serves self-directed, brand-neutral consumers who want a choice between insurance
carriers. It offers comparison quotes for auto and homeowners insurance from approximately 25 insurance companies through its website and
over the phone and receives commissions for this service.

Through arrangements made with other companies, agencies, and brokers, the Allstate Protection segment may offer non-proprietary products to
consumers when an Allstate product is not available. As of December 31, 2015, Allstate agencies had approximately $1.3 billion of non-proprietary
personal insurance premiums under management, primarily related to property business in hurricane exposed areas, and approximately $200 million of
non-proprietary commercial insurance premiums under management. Answer Financial had $581 million of non-proprietary premiums written in 2015.

Competition

The markets for personal private passenger auto and homeowners insurance are highly competitive. The following charts provide the market shares
of our principal competitors in the U.S. by direct written premium for the year ended December 31, 2014 according to A.M. Best.

Personal Lines Insurance  Private Passenger Auto Insurance  Homeowners Insurance
           
Insurer  Market Share  Insurer  Market Share  Insurer  Market Share
State Farm  18.6%  State Farm  18.2%  State Farm  19.4%
Allstate  9.6  GEICO  10.8  Allstate  8.6
GEICO  7.3  Allstate  10.1  Liberty Mutual  6.4
Progressive  6.2  Progressive  8.8  Farmers  5.7
Liberty Mutual  5.5  USAA  5.2  USAA  5.2
Farmers  5.3  Farmers  5.1  Nationwide  4.0
USAA  5.2  Liberty Mutual  5.0  Travelers  3.8
Nationwide  3.9  Nationwide  3.9     

In the personal property and casualty insurance market, we compete principally using customer value propositions for each consumer segment. This
includes different brands, the scope and type of distribution system, price and the breadth of product offerings, product features, customer service, claim
handling, and use of technology. In addition, our proprietary database of underwriting and pricing experience enables Allstate to use sophisticated pricing
algorithms to more accurately price risks and to cross sell products within our customer base. For auto insurance, risk evaluation factors can include but
are not limited to vehicle make, model and year; driver age and marital status; territory; years licensed; loss history; years insured with prior carrier; prior



liability limits; prior lapse in coverage; and insurance scoring utilizing certain credit report information. For property insurance, risk evaluation factors can
include but are not limited to amount of insurance purchased; geographic location of the property; loss history; age, condition and construction
characteristics of the property; and characteristics of the insured including insurance scoring utilizing certain credit report information.

Allstate differentiates itself from competitors by focusing on the needs of the entire household and offering a comprehensive range of innovative
product options and features through distribution channels that best suit each market segment. Allstate’s Your Choice Auto® insurance allows qualified
customers to choose from a variety of options, such as Accident Forgiveness, Deductible Rewards®, Safe Driving Bonus ®, and New Car Replacement.
We believe that Your Choice Auto insurance promotes increased growth and increased retention. We also offer a Claim Satisfaction GuaranteeSM feature
that promises a return of premium to Allstate brand standard auto insurance customers dissatisfied with their claims experience. Allstate House and
Home® insurance is our homeowners product that provides options of coverage for roof damage including graduated coverage and pricing based on roof
type and age. Good Hands RescueSM is a service that provides pay on demand access to roadside services.

Our Allstate branded Drivewise ® and our Esurance branded DriveSense ® offerings are telematic-based insurance programs that use a mobile
application or an in-car device to capture driving behaviors and reward customers for driving safely. The Drivewise mobile application also provides
customers with information and tools to encourage safer driving and incentivize them through driving challenges. Beginning in 2015, Drivewise offers
Allstate Rewards®, a program that provides reward points for safe driving.

Our Esurance branded Pay Per Mile ® usage-based insurance product was piloted in September 2015 and gives customers flexibility to customize
their insurance and pay based on the number of miles they drive.

The Encompass package policy offers broad coverage options specifically tailored to the mass affluent market while simplifying the insurance
experience by packaging a product into a single annual household policy with one premium, one bill, one policy deductible and one renewal date. Broad
coverage options include features such as enhanced home replacement with a cash-out option should the insured decide not to rebuild, additional living
expense coverage with no specific time or dollar limit, water-sewer back up coverage, an unlimited accident forgiveness feature and roadside assistance.

Geographic Markets

The Company’s principal geographic markets for auto, homeowners, and other personal property and casualty products are in the United States.
Through various subsidiaries, we are authorized to sell a variety of personal property and casualty insurance products in all 50 states, the District of
Columbia and Puerto Rico. We also sell personal property and casualty insurance products in Canada.

The following table reflects, in percentages, the principal geographic distribution of premiums earned for the Allstate Protection segment for 2015,
based on information contained in statements filed with state insurance departments. No other jurisdiction accounted for more than 5 percent of the
premiums earned for the segment.

Texas 10.8%
California 9.4
New York 9.0
Florida 7.2

Additional Information

Information regarding the last three years’ revenues and income from operations attributable to the Allstate Protection segment is contained in Note
19 of the consolidated financial statements. Note 19 also includes information regarding the last three years’ identifiable assets attributable to our
property-liability operations, which includes our Allstate Protection and Discontinued Lines and Coverages segments. Note 19 is incorporated in this Part
I, Item 1 by reference.

Information regarding the amount of premium earned for Allstate Protection segment products for the last three years is set forth in Part II, Item 7 -
Management’s Discussion and Analysis of Financial Condition and Results of Operations, in the table regarding premiums earned by brand. That table is
incorporated in this Part I, Item 1 by reference.



 
ALLSTATE FINANCIAL SEGMENT

Products and Distribution

Our Allstate Financial segment sells traditional, interest-sensitive and variable life insurance and voluntary accident and health insurance products.
We sell Allstate Financial products through Allstate exclusive agencies and approximately 1,000 exclusive financial specialists, and 6,000 workplace
enrolling independent agents. The majority of life insurance business written involves exclusive financial specialists, including referrals from exclusive
agencies and licensed sales professionals. The table below lists our current distribution channels with the associated products and target customers.

Distribution Channels Proprietary Products Target Customers
Allstate exclusive agencies
and exclusive financial
specialists

Term life insurance Customers who prefer local
personalized advice and service
and are brand-sensitive

Whole life insurance
Interest-sensitive life insurance
Variable life insurance

Workplace enrolling
independent agents

Allstate exclusive agencies
and exclusive financial
specialists

Workplace life and voluntary accident and health insurance: Middle market consumers with
family financial protection needs
employed by small, medium,
and large size firms

Interest-sensitive and term life insurance
Disability income insurance
Cancer, accident, critical illness and heart/stroke insurance
Hospital indemnity
Dental insurance

Allstate exclusive agencies and exclusive financial specialists also sell non-proprietary retirement and investment products, including mutual funds,
fixed and variable annuities, disability insurance, and long-term care insurance to provide a broad suite of protection and retirement products. As of
December 31, 2015, Allstate agencies had approximately $13.0 billion of non-proprietary mutual funds and fixed and variable annuity account balances
under management. New and additional deposits into these non-proprietary products were $1.9 billion in 2015.

Competition

We compete on a wide variety of factors, including product offerings, brand recognition, financial strength and ratings, price, distribution and the level
of customer service. The market for life insurance continues to be highly fragmented and competitive. As of December 31, 2014, there were
approximately 400 groups of life insurance companies in the United States, most of which offered one or more similar products. According to A.M. Best,
as of December 31, 2014, the Allstate Financial segment is the nation’s 19th largest issuer of life insurance and related business on the basis of 2014
ordinary life insurance in force and 31st largest on the basis of 2014 statutory admitted assets.

The market for voluntary benefits is growing as employers seek to shift benefit costs to employees. Favorable industry and economic trends have
increased competitive pressure and attracted new traditional and non-traditional entrants to the voluntary benefits market. Recent entrants, including
large group medical and life insurance carriers, are leveraging core benefit capabilities by bundling and discounting to capture voluntary market share.
Allstate will need to continue strengthening its value proposition and add new capabilities to maintain its strong leadership position in voluntary benefits.

Geographic Markets

We sell life insurance and voluntary accident and health insurance throughout the United States. Through subsidiaries, we are authorized to sell
various types of these products in all 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands and Guam. We also sell voluntary accident
and health insurance in Canada.

The following table reflects, in percentages, the principal geographic distribution of statutory premiums and annuity considerations for the Allstate
Financial segment for 2015, based on information contained in statements filed with state insurance departments. No other jurisdiction accounted for
more than 5 percent of the statutory premiums and annuity considerations.

New York 10.7%
Texas 10.3
Florida 9.5
California 6.6

Additional Information

Information regarding revenues and income from operations attributable to the Allstate Financial segment for the last three years is contained in Note
19 of the consolidated financial statements. Note 19 also includes information regarding identifiable assets attributable to the Allstate Financial segment
for the last three years. Note 19 is incorporated in this Part I, Item 1 by reference.



 
Information regarding premiums and contract charges for Allstate Financial segment products for the last three years is set forth in Part II, Item 7 -

Management’s Discussion and Analysis of Financial Condition and Results of Operations, in the table that summarizes premiums and contract charges
by product. That table is incorporated in this Part I, Item 1 by reference.

 
ALLSTATE AGENCIES

Allstate exclusive agencies offer products targeted to consumers that prefer local personalized advice and branded products from both the Allstate
Protection and Allstate Financial segments. They offer Allstate brand auto and homeowners insurance policies; specialty auto products including
motorcycle, trailer, motor home and off-road vehicle insurance policies; other personal lines products including renter, condominium, landlord, boat,
umbrella and manufactured home insurance policies; commercial lines products for small business owners; and roadside assistance products. Allstate
exclusive agencies and exclusive financial specialists offer various life insurance products, as well as voluntary accident and health insurance products.
In addition, arrangements made with other companies, agencies, and brokers allow Allstate exclusive agencies the ability to make available non-
proprietary products to consumers when an Allstate product is not available.

In the U.S., Allstate brand products are sold in approximately 10,200 locations through approximately 34,800 licensed producers including
approximately 10,400 Allstate exclusive agencies employing approximately 24,400 licensed sales professionals, who are licensed to sell our products.
We also offer these products through approximately 2,100 independent agencies in primarily rural areas in the U.S. In Canada, we offer Allstate brand
products through approximately 850 producers working in five provinces across the country (Ontario, Quebec, Alberta, New Brunswick and Nova Scotia).
We pursue opportunities for growing Allstate brand exclusive agency distribution based on market opportunities.

We support our exclusive agencies in a variety of ways to facilitate customer service and Allstate’s overall growth strategy. For example, we offer
assistance with marketing, sales, service and business processes and provide education and other resources to help them acquire more business and
retain more customers. Our programs support exclusive agencies and help them grow by offering financing to acquire other agencies and awarding
additional resources to better performing agencies. We support our relationship with Allstate exclusive agencies through several national and regional
working groups:

• The Agency Executive Council, engages exclusive agencies on our customer service and growth strategy. Membership includes approximately
20 Allstate exclusive agency owners selected on the basis of performance, thought leadership and credibility among their peer group.

• The National Advisory Board brings together Allstate’s senior leadership and a cross section of Allstate exclusive agents and exclusive financial
specialists from around the country to address national business issues and develop solutions.

• Regional Advisory Boards support Allstate exclusive agency owner engagement within each of Allstate’s 15 regional offices in the U.S. and
within Canada.

The compensation structure for Allstate exclusive agencies rewards agencies for delivering high value to our customers and achieving certain
business outcomes such as product profitability, net growth and household penetration. Allstate exclusive agent remuneration comprises a base
commission (Property-Liability and Allstate Financial products), variable compensation and a bonus. Variable compensation has two components: agency
success factors (local presence, Allstate Financial insurance policies sold and licensed staff), which must be achieved in order to qualify for the second
component, which is customer satisfaction. In addition, a bonus that is a percentage of premiums can be earned by agents who achieve a targeted loss
ratio and a defined amount of Allstate Financial sales. The bonus is earned by achieving a targeted percentage of multi-category households (customers
with Allstate policies in at least two of the following product categories: vehicle, personal property, or life and retirement) and increases in Allstate
Protection (Allstate brand) and Allstate Financial policies in force. Other elements of exclusive agency compensation and support include start-up agency
bonuses, marketing support payments, technology and data allowances, regional promotions and recognition trips based on achievement. Allstate
exclusive financial specialists receive commissions for proprietary and non-proprietary sales and earn a bonus based on the volume of business
produced. There are no significant changes to the compensation framework planned for 2016.

Allstate independent agent remuneration comprises a base commission (Property-Liability products) and a bonus which can be earned by agents
who achieve a target loss ratio. The bonus, which is a percentage of premiums, is earned by achieving a targeted percentage of multi-category
households (customers with Allstate policies in at least two of the following product categories: vehicle, personal property or life and retirement) and
increased Allstate Protection (Allstate brand) net written premium above a minimum threshold. Other elements of independent agency compensation and
support include marketing support payments, national and regional promotions and recognition trips based on achievement. There are no significant
changes to the compensation framework planned for 2016.

Since Allstate brand customers prefer personal advice and assistance, all Allstate brand customers who purchase their policies directly through
contact centers and the internet are provided an Allstate agency relationship at the time of purchase.



To better serve customers who prefer local and personalized advice, we are undergoing a focused multi-year effort to position agents, licensed sales
professionals and financial specialists to serve customers as trusted advisors. This means that they have a local presence that instills confidence; know
their customers and understand the unique needs of their households; help them assess the potential risks they face; provide local expertise and
personalized guidance on how to protect what matters most to them by offering customized solutions; and support them when they have changes in their
lives and during their times of need. To ensure agencies have the resources, capacity and support needed to serve customers at this level, we are
deploying education and support focused on relationship initiation and insurance and retirement expertise and are continuing efforts to enhance agency
capabilities with customer-centric technology while simplifying and automating service processes to enable agencies to focus more time in an advisory
role.

Allstate employs field sales leaders who are responsible for recruiting and retaining Allstate agents and helping them grow their business and
profitability. The field sales leaders’ compensation is aligned with agency success and includes a bonus based on the level of agent remuneration
described above and agency geographic footprint.

 
OTHER BUSINESS SEGMENTS

Our Corporate and Other segment is comprised of holding company activities and certain non-insurance operations. Note 19 of the consolidated
financial statements contains information regarding the revenues, income from operations, and identifiable assets attributable to our Corporate and Other
segment over the last three years.

Our Discontinued Lines and Coverages segment includes results from property-liability insurance coverage that we no longer write and results for
certain commercial and other businesses in run-off. Our exposure to asbestos, environmental and other discontinued lines claims is presented in this
segment. Note 19 of the consolidated financial statements contains information for the last three years regarding revenues, income from operations, and
identifiable assets attributable to our property-liability operations, which includes both our Allstate Protection and our Discontinued Lines and Coverages
segments. Note 19 is incorporated in this Part I, Item 1 by reference.

 
RESERVE FOR PROPERTY-LIABILITY CLAIMS AND CLAIMS EXPENSE

The following information regarding reserves applies to all of our property-liability operations, encompassing both the Allstate Protection segment and
the Discontinued Lines and Coverages segment.

Reconciliation of Claims Reserves

The following tables are summary reconciliations of the beginning and ending property-liability insurance claims and claims expense reserves,
displayed individually for each of the last three years. The first table presents reserves on a gross (before reinsurance) basis. The end of year gross
reserve balances are reflected in the Consolidated Statements of Financial Position. The second table presents reserves on a net (after reinsurance)
basis. The total net property-liability insurance claims and claims expense amounts are reflected in the Consolidated Statements of Operations.

Gross Year ended December 31,
($ in millions) 2015  2014  2013
Gross reserve for property-liability claims and claims expense, beginning
   of year $ 22,923  $ 21,857  $ 21,288
Incurred claims and claims expense   

Provision attributable to the current year 21,484  19,896  18,380
Change in provision attributable to prior years (1) 152  925  1,248

Total claims and claims expense 21,636  20,821  19,628
Claim payments      

Claims and claims expense attributable to current year 13,827  13,034  11,738
Claims and claims expense attributable to prior years 6,863  6,721  7,321

Total payments 20,690  19,755  19,059
Gross reserve for property-liability claims and claims expense, end of year
   as shown on the Loss Reserve Reestimates table $ 23,869 $ 22,923 $ 21,857



Net Year ended December 31,
 2015  2014  2013
Net reserve for property-liability claims and claims expense, beginning
   of year $ 17,229  $ 17,193  $ 17,278
Incurred claims and claims expense   

Provision attributable to the current year 20,953  19,512  18,032
Change in provision attributable to prior years 81  (84)  (121)

Total claims and claims expense 21,034 19,428 17,911
Claim payments      

Claims and claims expense attributable to current year 13,660  12,924  11,658
Claims and claims expense attributable to prior years 6,626  6,468  6,338

Total payments 20,286 19,392 17,996
Net reserve for property-liability claims and claims expense, end of year as
   shown on the Loss Reserve Reestimates table (2) $ 17,977 $ 17,229 $ 17,193
______________________________
(1) In 2015, the gross change in provision attributable to prior years, primarily relate to increases in Discontinued Lines and Coverages reserves. In 2014 and 2013, the gross change

in provision attributable to prior years, primarily relate to increases for Michigan and New Jersey unlimited personal injury protection and Discontinued Lines and Coverages
reserves (see the Property-Liability Claims and Claims Expense Reserves section of the MD&A for additional discussion).

(2) Reserves for claims and claims expense are net of reinsurance of $5.89 billion, $5.69 billion and $4.66 billion as of December 31, 2015, 2014 and 2013,
respectively.

The year-end 2015 gross reserves of $23.87 billion for property-liability insurance claims and claims expense, as determined under GAAP, were
$7.09 billion more than the net reserve balance of $16.78 billion recorded on the basis of statutory accounting practices for reports provided to state
regulatory authorities. The principal differences are reinsurance recoverables from third parties totaling $5.89 billion, primarily related to the Michigan
Catastrophic Claims Association (“MCCA”), that reduce reserves for statutory reporting but are recorded as assets for GAAP reporting, and a liability for
the reserves of the Canadian subsidiaries for $1.06 billion. Remaining differences are due to variations in requirements between GAAP and statutory
reporting.

As the tables above illustrate, Allstate’s net reserve for property-liability insurance claims and claims expense at the end of 2014 increased in 2015
by $81 million, compared to reestimates of the gross reserves of an increase of $152 million. Net reserve reestimates in 2014 and 2013 of $84 million
and $121 million, respectively, were more favorable than the gross reserve reestimates which increased $925 million and $1.25 billion, respectively,
primarily due to Michigan personal injury protection claim reserves ceded to the MCCA.

Loss Reserve Reestimates

The following Loss Reserve Reestimates table illustrates the change over time of the net reserves established for property-liability insurance claims
and claims expense at the end of the last eleven calendar years. The first section shows the reserves as originally reported at the end of the stated year.
The second section, reading down, shows the cumulative amounts paid as of the end of successive years with respect to that reserve liability. The third
section, reading down, shows retroactive reestimates of the original recorded reserve as of the end of each successive year which is the result of
Allstate’s expanded awareness of additional facts and circumstances that pertain to the unsettled claims. The last section compares the latest
reestimated reserve to the reserve originally established, and indicates whether the original reserve was adequate to cover the estimated costs of
unsettled claims. The table also presents the gross reestimated liability as of the end of the latest reestimation period, with separate disclosure of the
related reestimated reinsurance recoverable.
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