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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 and casualty insurance business and the sale of life
and accident and health insurance 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 2nd largest
personal property and casualty insurer in the United States on the basis of 2016
statutory direct premiums written according to A.M. Best.

In addition, according to A.M. Best, Allstate is the nation’s 19th largest
issuer of life insurance business on

 the basis of 2016 ordinary life insurance in force and 36th largest on the basis
of 2016 statutory admitted assets. 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 required 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.

To achieve its goals in 2018, Allstate is focused on the following priorities:

•  Better serve our customers
• Achieve target economic returns on capital
• Grow customer base
• Proactively manage investments
• Build long-term growth platforms

 

Segment Information
We evaluate performance and make resource and capital decisions across seven reportable segments.

Reportable segments

Allstate Protection (1)
 

Includes the Allstate, Encompass and Esurance brands and Answer Financial. Offers private
passenger auto, homeowners, other personal lines and small commercial insurance products through
agencies and directly through contact centers and the internet.

Service Businesses  
Includes SquareTrade, Arity, Allstate Roadside Services and Allstate Dealer Services, which offer a
broad range of products and services that expand and enhance our customer value propositions.

Allstate Life
 

Offers traditional, interest-sensitive and variable life insurance products through Allstate exclusive
agencies and exclusive financial specialists.

Allstate Benefits  
Offers voluntary benefits products, including life, accident, critical illness, short-term disability and other
health products sold through workplace enrolling independent agents and Allstate exclusive agencies.

Allstate Annuities

 

Consists of deferred fixed annuities and immediate fixed annuities (including standard and sub-
standard structured settlements) in run-off. We exited the sale of annuities over an eight year period
from 2006 to 2014. In 2006, we disposed of substantially all of the variable annuity business through
reinsurance agreements.

Discontinued Lines
and Coverages (1)

 

Relates to property and casualty insurance policies primarily written during the 1960s through the mid-
1980s. Our exposure to asbestos, environmental and other discontinued lines claims arises from direct
excess commercial insurance, assumed reinsurance coverage, direct primary commercial insurance
and other businesses in run-off.

Corporate and Other  Includes holding company activities and certain non-insurance operations.

(1) Allstate Protection and Discontinued Lines and Coverages segments comprise Property-
Liability.

To conform to the current year presentation, certain amounts in the prior years’ financial information have been updated to reflect changes in reportable
segments. See Notes 1, 2 and 4 of the consolidated financial statements for additional information on changes in reportable segments.
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Allstate Protection Segment
Our Allstate Protection segment accounted for 91% of Allstate’s 2017 consolidated insurance premiums and contract charges. In this segment, we principally offer

consumer private passenger auto, homeowners, and other personal lines insurance products through agencies and directly through contact centers and the internet.
Our strategy is to position our product offerings and distribution channels to meet customers’ evolving needs and effectively address the risks they face.

Allstate Protection has four market-facing businesses with products and services that cater to different customer preferences for advice and brand recognition to
improve our competitive position and performance.

fourboxcolor01.jpg

Strategy  

We serve all four consumer segments with unique products and value
propositions, while leveraging our claims, pricing and operational capabilities.

Allstate brand strategy

Our strategy is to grow by positioning Allstate exclusive agencies as
trusted advisors to customers and leveraging best-in-class operational
capabilities. Our target customers prefer to purchase multiple products from
one insurance provider, including auto, homeowners, life insurance and
financial products. The Allstate brand differentiates itself by offering
comprehensive product options and features through agencies that provide
local advice and service, including a partnership with exclusive financial
specialists to deliver life and retirement solutions.

Growth We are expanding distribution by strategically increasing the
number of agency owners and licensed sales professionals based on market
opportunities with a focus on penetrating underserved markets. We utilize
targeted marketing, with messaging that communicates the value of our Good
Hands®, the importance of having proper coverage, product options, and the
ease of doing business with Allstate and our exclusive agencies.

Broader Customer Relationships Our trusted advisor initiative is a critical
component to creating broader relationships by positioning agents, licensed
sales professionals and exclusive financial specialists to better know their
customers and their unique

 protection needs. Being a trusted advisor means that our agencies:

• Have a local presence that instills confidence
• Know their customers and understand the unique needs of their households
• Help our customers assess the potential risks they face
• Provide local expertise and personalized guidance on how to protect what

matters most to customers by offering customized solutions
• Support customers when they have changes in their lives and during their

times of need

Allstate exclusive agencies offer life and retirement solutions and can
engage with exclusive financial specialists who provide expertise with
advanced life and retirement cases and other financial needs of our customers. 

We support our exclusive agencies and financial specialists, through
marketing assistance, service and business processes, education, offering
financing to grow their businesses and other resources to help them enhance
the customer experience and to acquire and retain more customers.

We utilize the Net Promoter Score to measure how we serve our
customers and how likely our customers are to recommend Allstate. It brings
together customer survey data from our brands including Allstate, Esurance,
and Encompass along with SquareTrade and Allstate Roadside Services
included in our Services Businesses segment. The score is
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calculated by weighting the net written premium contribution of each business
to the overall enterprise, with the Allstate brand comprising approximately 90%
of the score. The Net Promoter Score improved 1.6 points during 2017, with
Allstate brand, Esurance and SquareTrade all showing improvements.

Exclusive Agency Compensation Structure The compensation structure for
Allstate exclusive agencies rewards agencies for delivering high value to
customers and achieving certain business outcomes such as product
profitability, net growth and household penetration. Allstate exclusive agent
remuneration comprises a base commission, variable compensation and a
bonus.

• Variable compensation includes factors such as customer satisfaction and
life insurance and retirement policies sold relative to the size of the agency.

• Bonus compensation is based on a percentage of premiums and can be
earned by agents who are meeting certain sales goals and selling
additional policies to meet customer needs profitably.

Allstate exclusive agencies have the ability to earn commissions and
additional bonuses on non-proprietary products provided to consumers when
an Allstate product is not available.

Allstate exclusive financial specialists receive commissions for proprietary
and non-proprietary sales and earn a bonus based on the volume of business
produced with Allstate exclusive agents. 

Allstate independent agent remuneration comprises a base commission
and a bonus that can be earned by agents who achieve a target loss ratio.

Best-in-class Operational Capabilities We are actively focusing on
enhancing the customer experience through the following strategic efforts:

• Improve our core operations is focused on enhanced loss cost
management, expense control and customer experience. To achieve this,
we are continuing to modernize our operating platform (including enhanced
digital capabilities), improving estimating accuracy and optimizing vendor
relationships.

• Invest in our foundation is focused on leveraging operational efficiency,
mitigating risk, quality assurance and a continued pursuit to automate and
simplify processes. To achieve this, we are investing in long-term growth
platforms, leveraging continuous improvement, enabling consistent data
and metrics, and modernizing claims handling through digitization.

• Lead into our future is focused on leveraging emerging technologies and
predictive analytics to simplify the customer experience and expedite the
claims process. To achieve this, we have opened several Digital Operating
Centers to handle auto claims countrywide utilizing our virtual estimation
capabilities, which includes estimating damage through photos and video
with the use of

 QuickFoto Claim® and Virtual AssistSM (video chat technology used to
review supplemental damage with auto body shops). We are assessing
wind and hail property claims using drones, piloted airplanes and satellite
imagery.

Esurance strategy

Our strategy is to drive higher growth across all lines of business, improve
our competitive position, maintain focus on expense management, and
increase retention through investments in processes and operations to improve
the customer experience. To best serve our self-directed customers we:

• Offer a seamless online and mobile
experience.

• Provide hassle-free purchases and claims processing using regionalized
call centers and intuitive tools.

• Offer a broad suite of protection products and solutions to our
customers.

• Offer innovative product options and features.

Encompass strategy

Our strategy is to expand the agent footprint, geographic diversification,
enhance pricing and underwriting sophistication and operational excellence in
underwriting and claims processes.  Over the past several years, Encompass
has been executing on a profit improvement plan emphasizing pricing,
governance and operational improvements at both the state and countrywide
level.  These actions have improved underlying profitability but led to a
reduction of policies in force, new issued applications, and the renewal ratio
compared to prior years for both auto and homeowners. 

While profit improvement actions continue in many markets, targeted
growth plans are in place for states with sustainable profitability trends and
long-term growth potential.  We are also focused on growing our independent
agency distribution partners who understand the value of our products.  

Answer Financial strategy

Our strategy as a technology-enabled insurance agency is to provide
comparison shopping and related services for businesses, offering customers
choice, convenience and ease of use.

Allstate Protection Pricing and Risk Management Strategies

Our pricing and underwriting strategies and decisions are designed to
generate sustainable profitable growth.

Our proprietary database of underwriting and pricing experience enables
sophisticated pricing algorithms and methodologies to more accurately price
risks while also seeking to attract and retain customers in multiple risk
segments.

• For auto insurance, risk evaluation factors can include, but are not limited
to, vehicle make, model and year; driver age and marital status; territory;
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years licensed; loss history; years insured with prior carrier; prior liability
limits; prior lapse in coverage; and insurance scoring utilizing telematics
data and certain consumer report information.

• For property insurance, risk evaluation factors can include, but are not
limited to, the 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 consumer report information.

A combination of underwriting information, pricing and discounts are also
used to achieve a more competitive position and growth. Our pricing strategy
involves local marketplace pricing and underwriting decisions that are based on
these risk evaluation factors and an evaluation of competitors to the extent
permissible by applicable law.

Pricing of property products is intended to establish risk-adjusted returns
that are acceptable over a long-term period.

We pursue rate increases to keep pace with loss trends, including losses
from catastrophic events and those that are weather-related (such as wind,
hail, lightning and freeze not meeting our criteria to be declared a catastrophe).
We also take into consideration potential customer disruption, the impact on
our ability to market our auto and homeowners lines, regulatory limitations, our
competitive position and profitability.

Therefore, in any reporting period, loss experience from catastrophic
events and weather-related losses may contribute to negative or positive
underwriting

 performance relative to the expectations we incorporated into product pricing.

We manage our property catastrophe exposure with the goal of providing
shareholders an acceptable return on the risks assumed in our property
business and to reduce the variability of our earnings. Our property business
includes personal homeowners, commercial property and other property
insurance lines. As of December 31, 2017, we have less than a 1% likelihood of
exceeding average annual aggregate catastrophe losses by $2 billion, net of
reinsurance, from hurricanes and earthquakes, based on modeled assumptions
and applications currently available. The use of different assumptions and
updates to industry models, and updates to our risk transfer program, could
materially change the projected loss. Our growth strategies include areas where
we believe we can enhance diversification and earn an appropriate return for
the risk and as a result our modeled exposure may increase, but in aggregate
remain lower than $2 billion as noted above. In addition, we have exposure to
other severe weather events, which impact catastrophe losses.

Property catastrophe exposure management includes purchasing
reinsurance to provide coverage for known exposure to hurricanes,
earthquakes, wildfires, fires following earthquakes and other catastrophes. We
are also working to promote measures to prevent and mitigate losses and make
homes and communities more resilient, including enactment of stronger
building codes and effective enforcement of those codes, adoption of sensible
land use policies, and development of effective and affordable methods of
improving the resilience of existing structures.

Products and Distribution

Allstate Protection differentiates itself by offering solutions to meet broad-based household protection needs and a comprehensive range of innovative product
options and features through distribution channels that best suit each consumer segment.

Insurance products

Allstate brand

Auto
Homeowners
Specialty auto (motorcycle, trailer, motor home and off-road vehicle)
Other personal lines (renters, condominium, landlord, boat, umbrella and manufactured home)
Commercial lines

Esurance brand

Auto   
Homeowners   
Motorcycle

  
Renters   

Encompass brand
Auto   
Homeowners   
Other personal lines (renters, condominium, landlord, boat and umbrella)

Answer Financial Comparison quotes for non-proprietary auto, homeowners and other personal lines (condominium, renters,
motorcycle, recreational vehicle and boat)
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Innovative product offerings and features

Allstate brand

Your Choice Auto®
 

Qualified customers choose from a variety of options, such as Accident
Forgiveness, Deductible Rewards®, Safe Driving Bonus® and New Car
Replacement.

Allstate House and
Home®  

Featured options include Claim RateGuard®, Claim-Free Bonus and flexibility in
options and coverages, including graduated roof coverage and pricing based on
roof type and age for damage related to wind and hail events.

Claim Satisfaction
Guarantee®
  

Promised return of premium to standard auto insurance customers dissatisfied
with their claims experience.

Drivewise®

 

Telematics-based insurance program, available in 49 states and the District of
Columbia as of December 31, 2017, that uses a mobile application or an in-car
device to capture driving behaviors and encourage safe driving. It provides
customers with information and tools, incentives and driving challenges. For
example, Allstate Rewards® provides reward points for safe driving.

MilewiseSM
 

Usage-based insurance product, launched in 2016, currently available as a
limited market test.  It gives customers flexibility to customize their insurance and
pay based on the number of miles they drive.

Esurance brand

DriveSense®
 

Telematics-based insurance program, available in 32 states as of December 31,
2017, that uses a mobile application or an in-car device to capture driving
behaviors and reward customers for safe driving.

Esurance Pay Per
Mile®  

Usage-based insurance product that gives customers flexibility to customize their
insurance and pay based on the number of miles they drive, currently available to
a limited market.

Encompass brand EncompassOne
Policy® 

 

Packaged insurance product with one premium, one bill, one policy deductible and
one renewal date. Broad coverage options include customizable features such as
enhanced accident forgiveness, new-car replacement coverage, walk-away home
coverage option should the insured decide not to rebuild, flexible additional living
expense coverage, water-sewer backup coverage options and roadside
assistance.

Answer Financial  StreetWise
 

Telematics-based driving application available in all 50 states that uses location
and motion settings to reward good drivers.

Distribution channels

Allstate brand

In the U.S., we offer products through 10,430 Allstate exclusive agencies, operating in 10,300
locations, supported by 24,800 licensed sales professionals and 1,100 exclusive financial
specialists. We also offer products through 2,400 independent agencies that are primarily in rural
areas and through contact centers and online. In Canada, we offer Allstate brand products through
920 employee producers.

Esurance brand Sold to customers online, through contact centers or through select agents.

Encompass brand Distributed through 2,500 independent agencies.

Answer Financial Comparison quotes offered to customers online or through contact centers.

Allstate exclusive agencies also support the Service Businesses, Allstate Life and Allstate Benefits segments through offering roadside assistance, life insurance
and voluntary benefits products.

When an Allstate product is not available, we may offer non-proprietary products to consumers through arrangements made with other companies, agencies, and
brokers. As of December 31, 2017, Allstate agencies had approximately $1.4 billion of non-proprietary personal insurance premiums under management, primarily
related to property business in hurricane exposed areas, and approximately $210 million of non-proprietary commercial insurance premiums under management.
Additionally, we offer a homeowners product through our subsidiary North Light Specialty Insurance Company in certain areas with higher risk of catastrophes or
where customers do not meet our standard underwriting profile.
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Competition

The markets for personal lines insurance, which includes private passenger auto and homeowners insurance, are highly competitive. The following charts provide
Allstate Protection’s market share compared to our principal competitors in the U.S. using statutory direct written premium for the year ended December 31, 2016,
according to A.M. Best.

chart-e44a7eb3022755ec844.jpg
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Esurance is among the top 25 largest providers of personal property and casualty insurance products in the U.S., and Encompass is among the top 20 largest

providers of personal property and casualty insurance products through independent agencies in the U.S., based on statutory direct written premium according to A.M.
Best for 2016.

Our customer-focused strategy enables us to address changing needs in a targeted manner. This includes different brands, the scope and type of distribution
system, price and the breadth of product offerings, product features, customer service, claims handling, and use of technology.

Geographic Markets

Our principal geographic markets are in the U.S. Through various subsidiaries, we are authorized to sell a variety of personal property and casualty products in all
50 states, the District of Columbia, Puerto Rico and Canada. The top U.S. geographic markets are reflected below.

Geographic distribution of premiums earned (1) (2)

Texas  11.6%
California  9.9
New York  8.9
Florida  7.0

(1) Based on 2017 information contained in statements filed
with the state insurance departments.

(2) No other jurisdiction accounted for more than 5 percent.
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Service Businesses Segment
Service Businesses include SquareTrade, Arity, Allstate Roadside Services and Allstate Dealer Services, which offer a broad range of products and services that

expand and enhance customer value propositions. Our strategy is to deliver superior value propositions and build strategic platforms to connect and engage with
customers and effectively address their changing needs and preferences.
Strategy

SquareTrade®
 

Rapidly grow new and existing domestic retail customer accounts and expand internationally while
increasing profitability and returns.

AritySM  
Build a strategic mobility platform that provides data and analytics solutions to insurance customers,
consumers and other businesses (including government agencies) on a recurring basis.

Allstate Roadside
Services®  

Digitize the roadside assistance business and enhance capabilities to deliver a superior customer
experience while lowering costs in the customer assistance centers and optimizing the rescue network.

Allstate Dealer
Services®

 

Leverage relationships with auto dealerships while improving operational efficiency and profitability.

Products and Distribution

Products and services

SquareTrade

 

A leading and innovative provider of consumer electronics and appliance protection plans, covering
products including TVs, smartphones and computers. Under these protection plans, SquareTrade agrees
to repair, replace or indemnify the customer for the cost to repair or replace consumer goods from
mechanical or electrical failure due to normal wear and tear after expiration of the term of the original
manufacturer’s warranty. Our protection plans also provide additional coverages beyond the
manufacturer’s warranty, and in certain cases, accidental damage from handling.

Arity 

 

A connected car technology and data analytics company with offerings including device and mobile data
collection services, analytics and customer risk assessment solutions and telematics services.

Allstate Roadside
Services 

 

A leading roadside assistance provider in North America offering towing, jump-start, lockout, fuel delivery,
and tire change services to retail customers and customers of our wholesale partners. Good Hands
Rescue® is a 24/7 pay-per-use service offered through a mobile application that connects users to a select
network of countrywide providers to assist with emergencies.

Allstate Dealer
Services  

Offers finance and insurance products through independent agencies and brokers to auto dealerships
countrywide. Products primarily include vehicle service contracts, guaranteed asset protection waivers,
road hazard tire and wheel protection, and paintless dent repair protection.

Distribution channels

SquareTrade  
Distributed primarily through many of the U.S.’s major retailers and mobile operators in Europe.

Arity  
Allstate and Esurance brands and Answer Financial use Arity’s services through their Drivewise,
DriveSense and StreetWise telematics solutions. In 2017, Arity began providing services to non-affiliates.

Allstate Roadside
Services

 

Distributed through Allstate exclusive agencies, relationships with wholesale partners, affinity groups and
through a mobile application. We serve customers through a combination of proprietary and third party
services, Allstate-branded and pay-per-use plans.

Allstate Dealer
Services  

These products and services are distributed nationwide by independent agencies and brokers through auto
dealerships in the U.S. to customers in conjunction with the purchase of a new or used vehicle. 

Geographic Markets

The Service Businesses primarily operate in the U.S., with certain businesses offering services in Europe, Canada and Puerto Rico.

Competition

We compete on a wide variety of factors, including product offerings, brand recognition, financial strength, price, distribution and the customer experience. The
market for these products and services continues to be highly fragmented and competitive.
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