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Dear Ms. Smith:

This is in response to your letters dated December 21, 2001 and January 7, 2002
concerning a shareholder proposal submitted to Allstate by Mark Klein, M.D. We also
have received letters from the proponent dated December 30, 2001 and January 8, 2002.
Our response is attached to the enclosed photocopy of your correspondence. By doing
this, we avoid having to recite or summarize the facts set forth in the correspondence.
Copies of all the correspondence will also be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

Sincerely,

Martin P. Dunn
Associate Director (Legal)
Enclosures

cc: Mark Klein, M.D.
6808 Estates Drive
Oakland, CA.94611
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Securities and Exchange Commission
Division of Corporation Finance
Office of Chief Counsel

450 Fifth Street, N.W,

Washington, D.C. 20549

Re: Stockholder Proposal submitted by Dr. Mark 1. Klein for inclusion in The Allstate
Corporation’s 2002 Proxy Statement

Ladies and Gentlemen:

The Allstate Corporation (the “Company” or “Allstate”) requests that you not recommend any
enforcement action if Allstate excludes from its proxy materials for its 2002 annual meeting the stockholder
proposal submitted by Dr. Mark 1. Klein. The proposal calls for the Company to cease operations in the
state of Mississippi (the “Proposal”).

We would appreciate your response by February 15, 2002 so that we can meet our timetable for
distributing our proxy materials and complying with Rule 14a-8(m).

In accordance with Rule 14a-8(j) under the Securities Exchange Act of 1934, we are filing this
letter at least 80 calendar days before we expect to file our definitive proxy statement and form of proxy
and we are enclosing six copies of the following:

1. this letter addressed to the Division of Corporation Finance;
2. Dr. Klein’s letter and proposal of October 10, 2001 (Exhibit A);

3. my letter dated October 24, 2001 to Dr. Klein requesting the Proposal be limited to 500 words
(Exhibit B);

4. Dr. Klein’s letter and revised Proposal dated October 25, 2001 (Exhibit C).

Reasons for Omission

Dr. Klein’s proposal seeks the cessation of the Company’s operations in the state of Mississippi
and, as such, relates to Allstate’s ordinary business operations.

Allstate Insurance Company
2775 Sanders Road, A-2 Northbrook, IL 60062 Phone 847.402.2343 Fax 847.326.9722 Email ksmith1@allstate.com
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Rule 14a-8(i)(7) permits an issuer to exclude from its proxy materials any proposal that “deals
with a matter relating to the conduct of the ordinary business operations.” The SEC policy underlying the
general business exclusion of Rule 14a-8(i)(7) is consistent with most state corporate law policies — that
being, to “confine the resolution of ordinary business problems to management and the board of directors.”
Securities Exchange Act Release No. 40,018 (May 21, 1998). In that Release, the SEC stated that there are
two central considerations underlying the policy. The first is that certain tasks are so fundamental to
management’s ability to run a company on a daily basis that management cannot, practically speaking, be
subject to direct shareholder oversight. The second consideration underlying the policy is the extent to
which a proponent seeks to use a particular proposal to “micro-manage” a company or probe too deeply
into complex matters about which shareholders, as a group, would not be sufficiently informed to make a
judgment. Securities Exchange Act Release No. 40,018 (May 21, 1998)

I. Market Assessment is Ordinary Business

Dr. Klein’s proposal seeks the cessation of Allstate’s business in the state of Mississippi on the
basis that Mississippi courts are “out of control” and that the situation “endangers the company’s financial
stability and business reputation.” The SEC has indicated many times that proposals related to the sale of
particular products are related to the conduct of ordinary business. (See e.g., Alliant Techsystems (May 7,
1996) (sale of antipersonnel mines); Kmart Corporation (February 23, 1993) (sale of literature and other
media involving sexual material); USX Corporation (January 26, 1990) (sale of adult “soft-core materials);
Wal-Mart Stores, Inc. (March 12, 1996) (sale of tobacco)). The SEC has also agreed in many no-action
letters that there are some matters which are so integral to a business that proposals related to such integral
matters are considered to be related to the conduct of ordinary business. These items include the
determination of hours of business, (Wal-Mart Stores, Inc. (March 23, 2001)(decision to operate stores on
Sundays), the provision of certain types of services, (Hospital Corp. of America (February 12, 1986)(ability
to provide abortion services)) and the choice to distribute certain products to certain locations (Abbott
Laboratories (February 17, 1977)(manufacture, sale and distribution of infant formula to Third World
countries)). The SEC has agreed with company assertions that such decisions require detailed and complex
analysis by a company’s staff of subject matter experts and management oversight and are not appropriate
for action by shareholders at an annual meeting.

The Proposal attempts to micro-manage complex and fundamental areas of the Company’s
operations. Allstate is the nation’s largest publicly held personal lines insurer. As an insurance company,
Allstate is subject to state insurance laws and regulations of each state in which it does business, in addition
to federal laws and regulations. The Company employs approximately 41,000 employees of which roughly
18,000 work in fundamentally critical departments essential to the Company’s business. Those areas
include its claims, underwriting, finance, accounting, pricing, product operations, investments and law
departments. Each of these divisions work in their respective fields to evaluate, design, underwrite and
price the Company’s products in accordance with Company objectives and applicable laws and regulations.
Each division reports through company management to the board of directors the result of its efforts on
each respective fundamental area. The choice to offer Company products in any one state is therefore
thoroughly assessed. With all due respect to Dr. Klein personally, it is unlikely that he, or the Company’s
shareholders as a group, would be in a position to effectively assess any state’s business and legal
environment more thoroughly than the 18,000 Allstate employees, management and board.
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1I. Insurance Operations in Mississippi Do Not Implicate an Extraordinary Social Issue

The SEC has indicated that a matter may be excluded unless it poses significant social policy
issues that transcend day-to-day business matters and raise policy issues so significant that it would be
appropriate for a shareholder vote. Securities Exchange Act Release No. 40,018 (May 21, 1998).
Examples of such significant social issues have included doing business in South Africa during the period
of apartheid and conducting operations in Northern Ireland where significant employment discrimination
was said to be prevalent. Such issues were almost uniformly condemned by shareholders and the public to
the level of being a general consensus. Allstate submits there is no significant social or political issue in
the Proposal that raises a significant policy question of such import. Litigation is one of the ordinary risks
of doing business. Allstate discloses potentially significant or noteworthy legal matters in its periodic
reports filed with the SEC. It should be noted in particular that none of the matters currently discussed
therein involve an action currently pending in the state of Mississippi.

The SEC has sometimes held that an unusual social issue which might be related to a product line
may cause the sale of that product not to be ordinary, such as where the product was out of its usual field of
business (See e.g., General Motors (March 4, 1996) (involving sale of Star Wars nuclear program),
Westinghouse (December 14, 1992) (sale of weapons of mass destruction)) or where the company’s
principal product was being promoted for a controversial or dangerous use (Kimberly Clark (February 22,
1990)(paper supplied for cigarettes). The sale of its insurance and investment products raises no unusual
social issues. The products that Allstate sells in Mississippi are not significantly different from the
products it sells across the country and Allstate does not sell such products for controversial or dangerous
uses.

If anything, the Company would prefer to avoid any policy that would support the Proposal’s
sentiments and statements to the effect that the citizens of Mississippi are led to award large damage
awards because they lack “the requisite educational levels to impartially assess the parties’ contentions of
facts” and as such, cannot appreciate the fact that they have been and are being manipulated by trial
attorneys. The Company does not care to be associated with such a notion and respectfully requests the
Staff to disavow the use of the proxy rules for the purpose of advancing such viewpoints.

Because there is no significant social policy or issue raised by selling insurance and investment
products in the state of Mississippi, the Proposal should be omitted as relating to Allstate’s ordinary
business operations.

Conclusion

The Proposal relates to Allstate’s ordinary business operations and fails to raise any significant
social policies; therefore, the Company respectfully requests your confirmation that the Division of
Corporation Finance will not recommend to the Commission any action if Allstate omits Dr. Klein’s
Proposal from its proxy statement for its 2002 annual meeting.

If you disagree with the conclusions drawn in this letter, we would appreciate an opportunity to
confer with you before the issuance of your response.

If you have any questions with respect to this letter, please contact me at (847) 402-2343, or
Jennifer Hager at (847) 402-3776.




Securities and Exchange Commission
December 21, 2001
Page 4

Please acknowledge receipt of this letter by stamping and returning the enclosed copy and
returning it in the enclosed self-addressed Airborne Express envelope.

Very truly yours,

A £

Katherine A. Smith

Copy w/enclosures to: Dr. Mark I. Klein
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You're in good hands,
Katherine A. Smith

Assistant Counsel

Corporate Governance
and Business
Transactions

Securities Exchange Act of 1934 — Rule 14a-(i)(7)

December 21, 2001

VIA AIRBORNE EXPRESS

Securities and Exchange Commission
Division of Corporation Finance
Office of Chief Counsel

450 Fifth Street, N.W.

Washington, D.C. 20549

Re: Stockholder Proposal submitted by Dr. Mark I. Klein for inclusion in The Allstate
Corporation’s 2002 Proxy Statement

Ladies and Gentlemen:

The Allstate Corporation (the “Company” or “Allstate”) requests that you not recommend any
enforcement action if Allstate excludes from its proxy materials for its 2002 annual meeting the stockholder
proposal submitted by Dr. Mark I. Klein. The proposal calls for the Company to cease operations in the
state of Mississippi (the “Proposal”).

We would appreciate your response by February 15, 2002 so that we can meet our timetable for
distributing our proxy materials and complying with Rule 14a-8(m).

In accordance with Rule 14a-8(j) under the Securities Exchange Act of 1934, we are filing this
letter at least 80 calendar days before we expect to file our definitive proxy statement and form of proxy
and we are enclosing six copies of the following:

1. this letter addressed to the Division of Corporation Finance;

2. Dr. Klein’s letter and proposal of October 10, 2001 (Exhibit A);

(9%}

my letter dated October 24, 2001 to Dr. Klein requesting the Proposal be limited to 500 words
{(Exhibit B);

4. Dr. Klein’s letter and revised Proposal dated October 25, 2001 (Exhibit C).

Reasons for Omission

Dr. Klein’s proposal seeks the cessation of the Company’s operations in the state of Mississippi
and, as such, relates to Allstate’s ordinary business operations.

Alistate Insurance Company
2775 Sanders Road, A-2 Northbrook, IL 60062 Phone 847.402.2343 Fax 847.326.9722 Email ksmith1@allstate.com
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Rule 14a-8(i)(7) permits an issuer to exclude from its proxy materials any proposal that “deals
with a matter relating to the conduct of the ordinary business operations.” The SEC policy underlying the
general business exclusion of Rule 14a-8(i)(7) is consistent with most state corporate law policies — that
being, to “confine the resolution of ordinary business problems to management and the board of directors.”
Securities Exchange Act Release No. 40,018 (May 21, 1998). In that Release, the SEC stated that there are
two central considerations underlying the policy. The first is that certain tasks are so fundamental to
management’s ability to run a company on a daily basis that management cannot, practically speaking, be
subject to direct shareholder oversight. The second consideration underlying the policy is the extent to
which a proponent seeks to use a particular proposal to “micro-manage” a company or probe too deeply
into complex matters about which shareholders, as a group, would not be sufficiently informed to make a
judgment. Securities Exchange Act Release No. 40,018 (May 21, 1998)

I. Market Assessment is Ordinary Business

Dr. Klein’s proposal seeks the cessation of Allstate’s business in the state of Mississippi on the
basis that Mississippi courts are “out of control” and that the situation “endangers the company’s financial
stability and business reputation.” The SEC has indicated many times that proposals related to the sale of
particular products are related to the conduct of ordinary business. (See e.g., Alliant Techsystems (May 7,
1996) (sale of antipersonnel mines); Kmart Corporation (February 23, 1993) (sale of literature and other
media involving sexual material); USX Corporation (January 26, 1990} (sale of adult “soft-core materials);
Wal-Mart Stores, Inc. (March 12, 1996) (sale of tobacco)). The SEC has also agreed in many no-action
letters that there are some matters which are so integral to a business that proposals related to such integral
matters are considered to be related to the conduct of ordinary business. These items include the
determination of hours of business, (Wal-Mart Stores, Inc. (March 23, 2001)(decision to operate stores on
Sundays), the provision of certain types of services, (Hospital Corp. of America (February 12, 1986)(ability
to provide abortion services)) and the choice to distribute certain products to certain locations (Abbott
Laboratories (February 17, 1977)(manufacture, sale and distribution of infant formula to Third World
countries)). The SEC has agreed with company assertions that such decisions require detailed and complex
analysis by a company’s staff of subject matter experts and management oversight and are not appropriate
for action by shareholders at an annual meeting.

The Proposal attempts to micro-manage complex and fundamental areas of the Company’s
operations. Allstate is the nation’s largest publicly held personal lines insurer. As an insurance company,
Allstate is subject to state insurance laws and regulations of each state in which it does business, in addition
to federal laws and regulations. The Company employs approximately 41,000 employees of which roughly
18,000 work in fundamentally critical departments essential to the Company’s business. Those areas
include its claims, underwriting, finance, accounting, pricing, product operations, investments and law
departments. Each of these divisions work in their respective fields to evaluate, design, underwrite and
price the Company’s products in accordance with Company objectives and applicable laws and regulations.
Each division reports through company management to the board of directors the result of its efforts on
each respective fundamental area. The choice to offer Company products in any one state is therefore
thoroughly assessed. With all due respect te Dr. Klein personally, it is unlikely that he, or the Company’s
shareholders as a group, would be in a position to effectively assess any state’s business and legal
environment more thoroughly than the 18,000 Allstate employees, management and board.
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1. Insurance Operations in Mississippi Do Not Implicate an Extraordinary Social Issue

The SEC has indicated that a matter may be excluded unless it poses significant social policy
issues that transcend day-to-day business matters and raise policy issues so significant that it would be
appropriate for a shareholder vote. Securities Exchange Act Release No. 40,018 (May 21, 1998).
Examples of such significant social issues have included doing business in South Africa during the period
of apartheid and conducting operations in Northern Ireland where significant employment discrimination
was said to be prevalent. Such issues were almost uniformly condemned by shareholders and the public to
the level of being a general consensus. Allstate submits there is no significant social or political issue in
the Proposal that raises a significant policy question of such import. Litigation is one of the ordinary risks
of doing business. Allstate discloses potentially significant or noteworthy legal matters in its periodic
reports filed with the SEC. It should be noted in particular that none of the matters currently discussed
therein involve an action currently pending in the state of Mississippi.

The SEC has sometimes held that an unusual social issue which might be related to a product line
may cause the sale of that product not to be ordinary, such as where the product was out of its usual field of
business (See e.g., General Motors (March 4, 1996) (involving sale of Star Wars nuclear program),
Westinghouse (December 14, 1992) (sale of weapons of mass destruction)) or where the company’s
principal product was being promoted for a controversial or dangerous use (Kimberly Clark (February 22,
1990)(paper supplied for cigarettes). The sale of its insurance and investment products raises no unusual
social issues. The products that Allstate sells in Mississippi are not significantly different from the
products it sells across the country and Allstate does not sell such products for controversial or dangerous
uses.

If anything, the Company would prefer to avoid any policy that would support the Proposal’s
sentiments and statements to the effect that the citizens of Mississippi are led to award large damage
awards because they lack “the requisite educational levels to impartially assess the parties’ contentions of
facts” and as such, cannot appreciate the fact that they have been and are being manipulated by trial
attorneys. The Company does not care to be associated with such a notion and respectfully requests the
Staff to disavow the use of the proxy rules for the purpose of advancing such viewpoints.

Because there is no significant social policy or issue raised by selling insurance and investment
products in the state of Mississippi, the Proposal should be omitted as relating to Allstate’s ordinary
business operations.

Conclusion

The Proposal relates to Allstate’s ordinary business operations and fails to raise any significant
social policies; therefore, the Company respectfully requests your confirmation that the Division of
Corporation Finance will not recommend to the Commission any action if Allstate omits Dr. Klein's
Proposal from its proxy statement for its 2002 annual meeting.

If you disagree with the conclusions drawn in this letter, we would appreciate an opportunity to
confer with you before the issuance of your response.

If you have any questions with respect to this letter, please contact me at (847) 402-2343, or
Jennifer Hager at (847) 402-3776.
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Please acknowledge receipt of this letter by stamping and returning the enclosed copy and
returning it in the enclosed self-addressed Airborne Express envelope.

Very truly yours,

Katherine A. Smith

Copy w/enclosures to: Dr. Mark I. Klein




EXHIBIT A

MARK I KLEIN, M.D. RECEIVED
6808 ESTATES DRIVE '
OAKLAND, CALIFORNIA 94611 0CT 1Y 2001
510-339-6700
R. W.
RECENRD DIKE
October 10, 2001 ocr 12 ZUUI
Dear Mr. Pike: JENNIEER HASER

Please find enclosed my shareholder proposal for placement on the next proxy
statement. I own about 2000 Allstate shares. I plan to continue to hold them through the
annual meeting.

Kindly send me letter acknowledging receipt of this proposal.




* PROPOSED BY MARK I KLEIN, 6808 ESTATES DRIVE, OAKLAND, CA 94611

SHAREHOLDER PROPOSAL

Except as required by existing contracts, or legal requirements, the shareholders
recommend Allstate cease operations in Mississippi.

REASONS |

Mississippi courts are a plaintiffs’ Mecca for winning extraordinary compensatory
and punitive damage damages against corporate defendants. The spoils are so potentially
rich an Alabama firm active in Mississippi claimed in a advertising solicitation letter
“...We have concluded close to 200 cases...(yielding) verdicts or settlements in excess of
$1,000,000.00. Twenty-three were in excess of $10,000,000.00 and four of these were in
excess of $100,000,000.00.” (Beasley law firm letter dated May 18, 2001) The state’s
Supreme Court, implicitly acknowledging the propensity for over-the-top jury awards, on
its own motion capped appeal bonds at $100,000,000.

The Mississippi legal system permits out-of-state plaintiffs’ cases to be tried in a
few sparsely population rural counties with reputations for handing out extraordinary
compensatory and punitive damages. Under Mississippi rules a case can be brought with
any number of out-of-state plaintiffs so long as one plaintiff in the action is a county
resident. So in Jefferson County with only 10,000 residents more than 21,000 plaintiffs
have filed suit. Recently a Jefferson County jury awarded $10,000,000 in compensatory
damages to each of ten plaintiffs suing Johnson & Johnson.

Corporate defendants in the counties favored by the plaintiffs’ bar operate at an
inherent disadvantage. The judicial districts of the counties chosen most often by
plaintiffs usually have only one judge making it very difficult, if not impossible, to
challenge for cause.

In educational achievement Mississippi ranks near or at the bottom nationally for
functional literacy and high school completion. In Jefferson County, for example, less

than half the adult population are high school graduates. Since most of the cases brought

-




" PROPOSED BY MARK I KLEIN, 6808 ESTATES DRIVE, OAKLAND, CA 94611

involve complex issues, often of a medical or scientific nature, it becomes impossible for
defendants to expect to impanel juries with the requisite educational levels to impartially
assess the parties’ contentions of the facts to meet to meet their respective burdens of
proof. Under such circumstances plaintiff’s incitement of jury prejudice against wealthy
out-of-state corporate defendants, rather than reliance on the evidence, determines
culpability and damages.

Mississippi’s legal climate is doubly dangerous for Allstate because in addition to
paying the insured losses the company’s fiduciary duty to clients makes it liable for bad
faith litigation. In a recent newpaper story a State Farm spokesman said, “We are
concerned by the size of jury verdicts (in Mississippi..... The courts are) being more
liberal in the reading of our policies.” (Clarion Ledger, Jackson, MS 6/20/01) Liberalized
interpretations of poliby provisions increases the risk of bad faith claims leaving Allstate
with no reliable actuarial basis to set premiums.

The company has a fiduciary duty to the shareholders to not knowingly risk our
capital where Allstate reasonably expects unanticipated excessive insurance losses,
unprofitable operations, and potentially large damage judgments against the company for
bad faith claims. Mississippi’s out of control litigation situation endangers the
company’s financial stability as well as its nationwide fine brand name for quality

insurance products and excellent customer service.




EXHIBIT B

(&)
Alistate.

. You're in good hands.
Katherine A. Smith
Assistant Counsel

Corporate Governance
and Business
Transactions

October 24, 2001

VIA AIRBORNE EXPRESS

Mark . Klein, M.D.
6808 Estates Drive
Oakland, CA 94611

Dear Dr. Klein:

As you know, we received your letter of October 10, 2001 and your proposal that Allstate cease operations
in Mississippi.

SEC Rule 14a(d) requires shareholder proposals be limited in length to 500 words. Your proposal exceeds
this limit as demonstrated on the attached. TFor your proposal to be included in Allstate’s proxy statement,
it must be reduced to 500 words. In addition, [ have marked the ward change you requested in our
conversation of this afternoon.

Also attached is the SEC’s Rule 14a-8 which contains the procedural and eligibility requirements that
shareholder proposals must meet in order to be considered for inclusion in a company’s proxy statement.

Under the SEC’s Rule 14a-8(f) your revised proposal must be postmarked or transmitted electronically no

later than 14 days from the date you receive this letter. The SEC recommends you transmit your response
by means by which you could suppoit your compliance with this requirement.

Very truly yours,

Katherine A. Smith

Attachments
Copy to: R. Pike

Alistate Insurance Company
2775 Sanders Road, A-2 Northbrook, IL 600682 Phone 847.402.2343 Fax 847.326.9722 Email ksmith1@allstate.com
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PROPOSED BY MARK I KLEIN, 6808 ESTATES DRIVE, OAKLAND, CA 94611

SHAREHOLDER PROPOSAL

Except as required by existing contracts, or legal requirements, the shareholders

recommend Allstate cease operations in Mississippi.
REASONS

Mississippi courts are a plaintiffs’ Mecca for winning extraordinary compensatory
and punitive damage damages against corporate defendants. The spoils are so potentially
rich an Alabama firm active in Mississippi claimed in a advertising solicitation letter
“..We have concluded close to 200 cases...(yielding) verdicts or settlements in excess of
$1,000,000.00. Twenty-three were 1n excess of $10,000,000.00 and four of these were in
excess of $100,000,000.00.” (Beasley law firm letter dated May 18, 2001) The state’s
Supreme Court, implicitly acknowledging the propensity forﬂz;er-the-topjury awards, on
its own motion capped appeal bonds at $100,000,000.

The Mississippi legal system permits out-of-state plaintiffs’ cases to be tried in a

ppuloded . , : .
few sparsely pepatatien rural counties with reputations for handing out extraordinary
compensatory and punitive damages. Under Mississippi rules a case can be brought with
any number of out-of-state plaintiffs so long as one plaintiff in the action is a county
resident. So in Jefferson County with only 10,000 residents more than 21,000 plaintiffs
have filed suit. Recently a Jefferson County jury awarded $10,000,000 in compensatory
damages to each of, ten plaintiffs suing Johnson & Johnson.

Corporate defendants in the counties favored by the plaintiffs’ bar operate at an
inherent disadvantage. The judicial districts of the counties chosen most often by
plaintiffs usually have only one judge making it very difficult, if not impossible, to
challenge for cause. )

In educational achievement Mississippi ranks near or at the bottom nationally for

functional literacy and high school completion. In Jefferson County, for example, less

than half the adult population are high school graduates. Since most of the cases brought
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involve complex issues, often of a medical or scientific nature, it becomes impossible for A Zng
defendants to expect to impanel juries with the requisite educational levels to impartially
assess the parties’ contentions of the facts to meet to meet their respective burdens of

proof. Under such circumstances plaintiff’s incitement of jury prejudice against wealthy
out-of-state corporate defendants, rather than reliance on the evidence, determines

culpability and damages.

Mississippi’s legal climate is doubly dangerous for Allstate because in addition to
paying the insured losses the company’s fiduciary duty to clients makes it liable for bad
faith itigation. In a recent newpaper story a State Farm spokesman said, “We are
concerned by the size OA]UI’}’ verdicts (in Mississippi.....The courts are) being more
liberal in the reading of our policies.” (C]anon Ledger, Jackson, MS 6/20/01) Liberalized
interpretations of policy provisions increases the risk of bad faith claims leaving Allstate
with no reliable actuarial basis to set premiums. |

The company has a fiduciary duty to the shareholders to not knowingly risk our
capital where Allstate reasonably expects unanticipated excessive insurance losses,
unprofitable operations, and potentially large damage judgments against the company for
bad faith claims. Mississippi’s out of control litigation situation endangers the
company’s financial stability as well as its nationwide fine brand name f’or/\qua]ity

. ) Sog
imsurance products and excellent customer service.
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(2) With respect to all other requests pursuant to this section, the registrant shall have
the option to either mail the security holder’s material or furnish the security holder list
as set forth in this section.

(c) At the time of a list request, the security holder making the request shall:

(1) If holding the registrant’s securities through a nominee, provide the registrant
with a statement by the nominee or other independent third party, or a copy of a current
filing made with the Commission and furnished to the registrant, confirming such
holder's beneficial ownership; and

(2) Provide the registrant with an affidavit, declaration, affirmation or other similar
document provided for under applicable state law identifying the proposal or other cor-
porate action that will be the subject of the sccurity holder’s solicitation or
communication and attesting that:

(i) The security holder will not use the list information for any purpose other than to
solicit sccurity holders with respect to the sume meeting or action by consent or authori-
zation for which the registrant is soliciting or intends to solicit or to communicate with
security holders with respect to a solicitation commenced by the registrant; and

(ii) The sccurity holder will not disclosc such information to any person other than a
beneficial owner for whom the request was made and an employee or agent to the extent
necessary to effectuate the communication or solicitation.

(d) The security holder shall not use the informuation furnished by the registrant pur-
suant to paragraph (a)(2)(ii) of this section for any purpose other than to solicit security
holders with respect to the same meeting or action by consent or authorization for which
the registrant is soliciting or intends to solicit or to communicate with security holders
with respect to a solicitation commenced by the registrant; or disclose such information
to any person other than an employee, agent, or beneficial owner for whom a request was
made to the extent necessary to effectuate the communication or solicitation. The secu-
rity holder shall return the information provided pursuant to paragraph (a)(2)(ii) of this
section and shall not retain any copies thercof or of any information derived from such
information after the termination of the solicitation.

(e) The sccurity holder shall reimburse the reasonable expenses incurred by the reg-
istrant in pcrforming the acts requested pursuant to paragraph (a) of this section.

Nuies to Rule 144-7. 1. Reasonably prompt methods of distribution to security
holders may be used instcad of mailing. If an alternative distribution method is
chosen, the costs of that method should be considered where nccessary rather than
the costs of mailing.

2. When providing the information required by Exchange Act Rule 14a-7(a)(1)(ii),
if the registrant has received affirmative written or implied consent to delivery of a single
copy of proxy materials to a shared address in accordance with Exchange Act Rule 14a-
3(e)(1), it shall exclude from the number of rccord holders those to whom it does not
have to deliver a separate proxy statement.

Rule 14a-8. Sharcholder Proposals.

This section addresses when a company must include a shareholder’s proposal in its
proxy statement and identify the proposal in its form of proxy when the company holds
an annual or special meeting of sharcholders. In summary, in order to have your share-
holder proposal included on a company’s proxy card, and included along with any
supporting statement in its proxy statement, you must be eligible and follow certain pro-
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cedures. Under a few specific circumstances, the company is permitted to exclude your
proposal, but only after submitting its reasons to the Commission. We structured this
section 1n a question-and-answer format so that it is easier to understand. The references
to “you” are to a shareholder seeking to submit the proposal.

(a) Question 1: What is a proposal?

A shareholder proposal is your recommendation or requirement that the company
and/or its board of directors take action, which you intend to present at a meeting of the
company’s sharcholders. Your proposal should state as clearly as possible the course of
action that you believe the company should follow. If your proposal is placed on the
company’s proxy card, the company must also provide in the form of proxy means for
shareholders to specify by boxes a choice between approval or disapproval, or absten-
tion. Unless otherwise indicated, the word “proposal” as used in this section refers both
to your proposal, and to your corresponding statement in support of your proposal (if
any).

(b) Question 2: Who is eligible to submit a proposal, and how do I demonstrate
to the company that I am eligible?

(1) In order to be eligible to submit a proposal, you must have continuously held at
least $2,000 in market value, or 1%, of the company's sccuritics entitled to be voted on
the proposal at the meeting for at least one year by the date you submit the proposal. You
must continuc to hold those securities through the date of the meeting.

(2) If you are the registered holder of your securities, which means that your name
appears in the company’s records as a sharcholder, the company can verify your eligibil-
ity on its own, although you will still have to provide the company with a written
statement that you intend to continue to hold the securities through the date of the
mecting of sharcholders. However, if like many sharcholders you are not a registered
holder, the company likely does not know that you are a sharcholder, or how many shares
you own. In this case, at the time you submit your proposal, you must prove your eligi-
bility to the company in onc of two ways:

(1) The first way is to submit to the company a written statement from the “record”
holder of your securities (usually a broker or bank) verifying that, at the time you sub-
mitted your proposal, you continuously held the sccurities for at Icast one year. You must
also include your own written statement that you intend to continue to hold the sccurities
through the date of the meeting of shareholders; or

(ii) The second way to prove ownership applies only if you have filed a Schedule
13D, Schedule 13G, Form 3, Form 4 and/or Form 5, or amendments to those documents
or updated forms, reflecting your ownership of the sharcs as of or before the date on
which the one-year eligibility period begins. If you have filed one of these documents
with the SEC, you may demonstrate your eligibility by submitting to the company:

(A) A copy of the schedule and/or form, and any subsequent amendments reporting
a change in your ownership level,

(B) Your written statement that you continuously held the required number of shares
for the one-year period as of the date of the statement; and

(C) Your written statement that you intend to continue ownership of the shares
through the date of the company’s annual or special meeting.

(c) Question 3: How many proposals may I submit?

Each sharcholder may submit no more than one proposal to & company for a partic-
ular shareholders” meeting.
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(d) Question 4: How long can my proposal be?

The proposal, including any accompanying supporting statement, may not exceed
500 words.

(e) Question 5: What is the deadline for submitting a proposal?

(1) If you are submitting your proposal for the company’s annual meeting, you can
in most cases find the deadline in last year's proxy statement. However, if the company
did not hold an annual meeting last year, or has changed the date of its meeting for this
year more than 30 days from last year’s meeting, you can usually find the deadline in one
of the company’s quarterly reports on Form 10-Q or 10-QSB, or in shareholder reports
of investment companies under Rule 30d-1 under the Investment Company Act of 1940.
In order to avoid controversy, shareholders should submit their proposals by means,
including electronic means, that permit them to prove the date of delivery.

(2) The deadline is calculated in the following manner if the proposal is submitted
for a regularly scheduled annual meeting. The proposal must be received at the com-
pany’s principal executive offices not less than 120 calendar days before the date of the
company’s proxy statement released to shareholders in connection with the previous
vear’s annual meeting. However, if the company did not hold an annual meeting the pre-
vious year, or if the date of this year’s annual meeting has been changed by more than 30
days from the date of the previous year’s meeting, then the deadline is a reasonable time
before the company begins to print and mail its proxy materials.

(3) Tf you are submitting your proposal for a meeting of sharcholders other than a
regularly scheduled annual meeting, the deadline is a reasonable time before the
company begins to print and mail its proxy materials.

(f) Question 6: What if 1 fail to follow one of the eligibility or procedural
requirements explained in answers to Questions 1 through 4 of this Rule 14a-8?

(1) The company may exclude your proposal, but only after it has notified you of the
problem, and you have failed adequately to correct it. Within 14 calendar days of receiv-
ing your proposal, the company must notify you in writing of any procedural or
eligibility deficiencies, as well as of the time frame for your response. Your response
must be postmarked, or transmitted elcctronically, no later than 14 days from the date
you received the company’s notification. A company need not provide you such notice
of a deficiency if the deficiency cannot be remedied, such as if you fail to submit a pro-
posal by the company's properly determined deadline. If the company intends to exclude
the proposal, it will later have to make a submission under Rule 144-8 and provide you
with a copy under Question 10 below, Rule 14a-8(j).

(2) If you fail in your promise to hold the required number of securities through the
date of the mecting of shareholders, then the company will be permitted to exclude ull of
your proposals from its proxy materials for any meeting held in the following two calen-
dar years.

(g) Question 7: Who has the burden of persuading the Commission or its staff
that my proposal can be excluded?

Except as otherwise noted, the burden is on the company to demonstrate that it is
entitled to exclude a proposal.
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(h) Question 8: Must I appear personally at the shareholders’ meeting to
present the proposal? '

(1) Either you, or your representative who is qualified under state law to present the
proposal on your behalf, must attend the meeting to present the proposal. Whether you
attend the meeting yourself or send a qualified representative to the meeting in your
place, you should make sure that you, or your representative, follow the proper state law
procedures for attending the meeting and/or presenting your proposal.

(2) If the company holds its shareholder meeting in whole or in part via electronic
media, and the company permits you or your representative to present your proposal via
such media, then you may appear through electronic media rather than traveling to the
meeting to appear in person.

(3) If you or your qualified representative fail to appear and present the proposal,
without good cause, the company will be permitted to exclude all of your proposals from
its proxy materials for any mectings held in the following two calendar years.

(i) Question 9: If I have complied with the procedural requirements, on what
other bases may a company rely to exclude my proposal?

(1) Improper Under State Law: If the proposal is not a proper subject for action by
shareholders under the laws of the jurisdiction of the company’s organization;

Note to paragraph (i)(1). Depending on the subject matter, some proposals are not
considered proper under state law if they would be binding on the company if approved
by sharcholders. In our expericnce, most proposals that are cast as recommendations or
requests that the board of dircctors tuke specified action are proper under state faw.
Accordingly, we will assume that a proposal drafted as a recommendation or suggestion
is proper unless the company demonstrates otherwise.

(2) Violation of Law: If the proposal would, if implemented, cause the company to
violate any state, federal, or foreign law to which it is subject;

Note to paragraph (i)(2): We will not apply this basis for exclusion to permit exclu-
sion of a proposal on grounds that it would violate foreign Jaw if compliance with the
foreign law would result in a violation of any state or federal law.

(3) Violation of Proxy Rules: If thc proposal or supporting statement is contrary to
any of the Commission’s proxy rules, including Rule 14a-9, which prohibits materiatly
false or misleading statements in proxy soliciting materials;

(4) Personal Grievance; Special Interest: If the proposal rclates to the redress of a
personal claim or grievance against the company or any other person, or if it is designed
to result in a benefit to you, or to further a personal interest, which is not shared by the
other sharcholders at large;

(5) Relevance: If the proposal relates to operations which account for less than S
percent of the company’s total assets at the end of its most recent fiscal year, and for less
than 5 percent of its net earnings and gross sales for its most recent fiscal year, and is not
otherwise significantly related to the company’s business;

(6) Absence of Power/Authority: 1f the company would lack the power or authority
to implement the proposal;

(7) Management Functions: If the proposal deals with a matter relating to the com-
pany’s ordinary business operations:
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(8) Relates to Election: If the proposal relates to an election for membership on the
company’s board of directors or analogous governing body;

(9) Conflicts with Company’s Proposal: If the proposal directly conflicts with one
of the company’s own proposals to be submitted to shareholders at the same meeting;

Note 1o paragraph (i)(9): A company’s submission to the Commission under this
Rule 14a-8 should specify the points of conflict with the company’s proposal.

(10) Substantially Implemented: 1f the company has already substantially imple-
mented the proposal;

(11) Duplication: 1f the proposal substantially duplicates another proposal previ-
ously submitted to the company by another proponent that will be included in the
company’s proxy materials for the same meeting;

(12) Resubmissions: 1f the proposal deals with substantially the same subject matter
as another proposal or proposals that has or have been previously included in the com-
pany's proxy materials within the preceding 5 calendar years, a company may exclude it
from its proxy materials for any meeting held within 3 calendar years of the last time it
was included if the proposal received:

(1) Less thun 3% of the vote if proposed once within the preceding S calendar years;

{i1) Less than 6% of the vote on its last submission to shurcholders if proposed twice
previously within the preceding S calendar years; or

(iii) Less than 10% of the vote on its last submission to shurcholders if proposed three
times or more previously within the preceding 5 calendar years; and

(13) Specific Amount of Dividends: If the proposal relates to specific amounts of
cash or stock dividends.

(j) Question 10: What procedures must the company follow if it intends to
exclude my proposal?

(1) If the company intends to exclude a proposal from its proxy materials, it must file
its reasons with the Commission no later than 80 calendar days before it files its defini-
tive proxy statement and form of proxy with the Commission. The company must
simultaneously provide you with a copy of its submission. The Commission staff may
permit the company to make its submission later than 80 days before the company files
its definitive proxy statement and form of proxy, if the company demonstrates good
cause for missing the deadline.

(2) The company must file six paper copies of the following:

(1) The proposal;

(i) An explanation of why the company belicves that it may exclude the proposal,
which should, if possible, refer to the most recent applicable authority, such as prior

Division letters issued under the rule; and

(iii) A supporting opinion of counsel when such reasons are based on matters of state
or foreign law.
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(k) Question 11: May I submit my own statement to the Commission responding
to the company’s arguments?

Yes, you may submit a response, but it is not required. You should try to submit any
response to us, with a copy to the company, as soon as possible after the company makes
its submission. This way, the Commission staff will have time to consider fully your sub-
mission before it issues its response. You should submit six paper copies of your
response.

(I) Question 12: If the company includes my shareholder proposal with its proxy
materials, what information about me must it include along with the proposal
itself?

(1) The company’s proxy statement must include your name and address, as well as
the number of the company’s voting sccuritics that you hold. However, instcad of pro-
viding that information, the company may instead include a statement that it will provide
the information to shareholders promptly upon receiving an oral or written request.

(2) The company is not responsible for the contents of your proposal or supporting
statement.

(m) Question 13: What can I do if the company includes in its proxy statement
reasons why it believes shareholders should not vote in favor of my preposal, and 1
disagree with some of its statements?

(1) The company may elect to include in its proxy statement reasons why it believes
shareholders should vote against your proposal. The company is allowed to make argu-
ments reflecting its own point of view, just as you may express your own point of view
in your proposal’s supporting statement.

(2) However, if you belicve that the company’s opposition to your proposal contains
materially false or misleading statements that may violate our anti-fraud rule, Rule
142-9, you should promptly send to the Commission staff and the company a letter
explaining the reasons for your view, along with a copy of the company’s statements
opposing your proposal. To the extent possible, your letter should include specific
factual information demonstrating the inaccuracy of the company’s claims. Time permit-
ting, you may wish to try to work out your diffcrences with the company by yourself
before contacting the Commission staff.

(3) We require the company to send you a copy of its statements opposing your pro-
posal before it mails its proxy materials, so that you may bring to our attention any
materially false or misleading statements, under the following timeframes:

* (i) If our no-action response requires that you make revisions to your proposal or
supporting statcment as a condition to requiring the company to include it in its proxy
materials, then the company must provide you with a copy of its opposition statements
no later than 5 calendar days after the company receives a copy of your revised proposal,
or

(ii) In all other cases, the company must provide you with a copy of its opposition
statements no later than 30 calendar days before it files definitive copies of its proxy
statement and form of proxy under Rule 14a-6,

Rule 14a-9. False or Misleading Statements,

(a) No solicitation subject to this regulation shall be made by means of any proxy
statement, form of proxy, notice of meeting or other communication, written or oral, con-
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taining any statement which, at the time and in the light of the circumstances under which
it is made, is false or misleading with respect to any material fact, or which omits to state
any material fact necessary in order to make the statements therein not false or mislead-
ing or necessary to correct any statement in any earlier communication with respect to
the solicitation of a proxy for the same meeting or subject matter which has become false

or misleading.

(b) The fact that a proxy statement, form of proxy or other soliciting material has
been filed with or examined by the Commission shall not bc decmed a finding by the
Commission that such material is accurate or complete or not false or misleading, or that
the Commission has passed upon the merits of or approved any statement contained
therein or any matter to be acted upon by security holders. No representation contrary to
the foregoing shall be made.

Notwe. The following are some examples of what, depending upon particular
facts and circumstances, may be misleading within the meaning of this rule:

(a) Predictions as to specific future market values.

(b) Material which directly or indirectly impugns character, integrity or personal
reputation, or directly or indirectly makes charges concerning improper, illegal or
immoral conduct or associations, without factual foundation.

(c) Failure to so identify a proxy statcment, form of proxy and other soliciting
material as to clearly distinguish it from the soliciting material of any other person
or persons soliciting for the same meeting or subject matter.

(d) Claims made prior to a meeting regarding the results of a solicitation.

Rule 14a-10. Prohibition of Certain Solicitations.

No person making a solicitation which is subject to Rules 14a-1 to [4a-10 shall
solicit:

(a) Any undated or post-dated proxy: or

(b) Any proxy which provides that it shall be deemed to be dated as of any date sub-
sequent to the date on which itis signed by the sccurity holder.

Rule 14a-11. [Removed and Reserved.]
Rule 14a-12. Solicitation Before Furnishing a Proxy Statement.

(a) Notwithstanding the provisions of Exchange Act Rule 14a-3(a), a solicitation
may be made before furnishing security holders with a proxy statement mecting the
requirements of Exchange Act Rule 144-3(a) if:

(1) Each written communication includes:

(i) The identity of the participants in the solicitation (as defined in Instruction 3 to
Item 4 of Schedule 14A and a description of their direct or indirect interests, by security
holdings or otherwise, or a prominent legend in clear, plain language advising security
holders where they can obtain that information; and

(ii) A prominent legend in clear, plain language advising security holders to read the
proxy statement when it is available because it contains important information. The
legend also must explain to investors that they can get the proxy statement, and any other




EXHIBIT C

MARK I KLEIN, M.D.
6808 ESTATES DRIVE

OAKLAND, CALIFORNIA 94611
510-459-8424

October 25, 2001

Ms, Katherine Smith
Assistant Counsel

Allstate Corporation
Northbrook, IL 60062

VIA FAX: 1-847-326-9722

Dear Ms. Smith:

In accordance with your letter dated 10/24/01, and our telephone conversations
yesterday and today, I’m transmitting the attached shareholder proposal. I've reduced the
number of words to less than 500, and as per our verbal agreement corrected the typo
“population” to read “populated.”




PROPOSED BY MARK I KLEIN, 6808 ESTATES DRIVE, OAKLAND, CA 94611

SHAREHOLDER PROPOSAL

Except as required by existing contracts, or legal requirements, the shareholders

recommend Allstate cease operations in Mississippi.
REASONS

Mississippi courts are a plaintiffs’ Mecca for winning extraordinary compensatory
and punitive damage damages against corporate defendants. The spoils are so potentially
rich an Alabama firm active in Mississippi claimed in a advertising solicitation letter “...We
have concluded close to 200 cases...(yielding) verdicts or settlements in excess of
$1,000,000.00. Twenty-three were in excess of $10,000,000.00 and four of these were in
excess of $100,000,000.00.” (Beasley law firm letter dated May 18, 2001) The state’s
Supreme Court, implicitly acknowledging the propensity fog over-the-top jury awards, on
its own motion capped appeal bonds at $100,000,000.

The Mississippi legal system permits out-of-state plaintiffs’ cases to be tried in a
few sparsely populated rural counties with reputations for handing oul extraordinary
compensatory and punitive damages. Under Mississippi rules a case can be brought with
any number of out-of-statc plaintiffs so long as one plaintiff in the action is a county
resident. So in Jefferson County with only 10,000 residents more than 21,000 plaintiffs
have filed suit. Recently a Jefferson County jury awarded $10,000,000 in compensatory
damages to each o%len plaintiffs suing Johnson & Johnson.

Corporate defendants in the counties favored by the plaintifis’ bar operate at an
inhcrent disadvantage. The judicial districts of the counties chosen most often by plaintiffs
usually have only one judge making it very difficult, if not impossible, to challenge for
cause.

In educational achievement Mississippi ranks near or at the bottom nationally for
tunctional literacy and high school completion. In Jefferson County, for cxample, less

than half the adult population are high school graduates. Since most of the cases brought




PROPOSED BY MARK I KLEIN, 6808 ESTATES DRIVE, OAKLAND, CA 94611

involve complex issues, often of a medical or scicntific nature, it becomes impossible for/\
defendants to expect to impanel juries with the requisite educational levels to impartially
assess the parties’ contentions of the facts to meet to meet their respective burdens of
proof. Under such circumstances plaintiff’s incitement of jury prejudice against wealthy
out-of-state corporate defendants, rather than reliance on the evidence, determines
culpability and damages.

Mississippi’s legal climate is doubly dangerous for Allstate because in addition to
paying the insured losses the company’s fiduciary duty to clients makes it liable for bad
faith litigation. In a recent newpaper story a State Farm spokesman said, “We are
concernied by the size of\ Jjury verdicts (in Mississippi..... The courts are) being more liberal
in the reading of our policies.” (Clarion Ledger, Jackson, MS 6/20/01) Liberalized
interpretations of policy provisions increases the risk of bad faith claims leaving Allstate
with no reliable actuarial basis to set premiums.

The company has a fiductary duty to the shareholders to not knowingly risk our
capilal where Allstate reasonably expects unanticipated excessive insurance losses,
unprofitablc opcrations, and potentially large damage judgments against the company for
bad faith claims. Mississippi’s out of control litigation situation endangers the company’s

financial stability and business reputation.

474




MARK I KLEIN, M.D.
6808 Estates Drive

Oakland, California 94611
510-339-6700

December 30, 2001

U.S. Securities and Exchange Commission
Division of Corporate Finance

Office of the Chief Counsel

450 Fifth Avenue, NW

Washington, DC 20549

RE: ALLSTATE NO ACTION REQUEST

Dear Sir:

Allstate’s grounds for a no action letter do not meet its presumptive burden to
demonstrate entitlement to exclude my proposal.

I am a very experienced, successful, patient money, value oriented, diversified,
long term blue chip investor who owns about 2000 Allstate shares with most carrying a
very low cost basis.

The keystone of the American social contract is equality before the law.

Allstate allowed shareholder proposals demanding the now defunct South African
apartheid regime give legal equality to all citizens regardless of race. Allstate has the
temerity with our country at war against freedom’s sworn enemies to demand the SEC
permit it to deny American shareholders a vote to protest the deprivation of legal equality
in Mississippi courts where, unlike South Africa, the company actually conducts business.

There is a widely shared consensus the Mississippi plaintiffs’ bar has hijacked the
state’s tort justice system. Business defendants in tort actions face kangaroo court justice
often leading to financially ruinous judgments.

The extent of legal prejudice against business defendants has been widely
publicized. Exhibit 1 (a to g) are representative newpaper articles and political cartoons on
the subject. The financial pickings are so rich out-of-state law firms aggressively advertise




for Mississippi plaintiffs to gain access to the state’s motherlode of stacked deck
courtrooms. (Exhibit 2)

Allstate’s no action letter request is a blatent attempt to hoodwink the SEC about
its real reason for opposing to this proposal.

Allstate’s Corporate Secretary Robert Pike telephoned me after [ filed the proposal
to applaud the accuracy, importance and relevance to the company’s operations and
underlying financial stability about Mississippi’s kangaroo civil justice system . He
concurred about the problem in Jefferson County, the bucaneer plaintiff’s bar’s favorite
trial venue, of impaneling juries with adequate educational levels to impartially assess
complex factual disputes. !

Mz, Pike asked me to withdraw the proposal because he feared putting this kind of
proposal on the proxy would embolden shareholders to submit future proposals on other
matters the company would rather not address. He preferred I attend the annual meeting
where I’d be warmly received by the Board and given extended time present to my
concerns at the annual meeting .

I1 My propesal does not interfere with Alistate’s ordinary business operations,

1. This proposal in no way violates the “ordinary business” exclusion by interfering
with 1) “...Certain tasks...so fundamental...to run the company on a day-to-day basis that
they could not as practical matter, be subject to shareholder oversight...(2)...where the
proposal seeks intricate detail, or specific time-frames or to impose specific methods.”

1934 Act Release No. 34-40018 (May 21. 1998)

Allstate asserts in its no action request letter ““...most state corporate corporate law
policies...confine the resolution of ordinary business problems (to the management and the
board.)” The company, incorporated in Delaware, cites no specific provision of that
state’s law, or case law precedent, barring this proposal.

This proposal merely recommends a course of action regarding its Mississippi
insurance operations.

2. Allstate’s assertion that the shareholders “...(aren’t) in a position to effectively
assess any state’s business and legal environment (better than the company) is ridiculous.

Ijohnson & Johnson recently lost a drug side effects case in Jefferson County, MS in which each of 10
plaintiff’s won $10 million. The company’s lead trial counsel told me no plaintiff proved permanent
disability or compensatory damages exceeeding $500! There were no punitive damages. The $10 miilion
egach plaintiff won for “pain and suffering” exceeds by more than a factor of five the compensation paid
to the families of loved ones cruelly murdered in the World Trade Center terrorist attack on 9/11.

Talk about lawyerly spin. He said this being Mississippi the case was a “victory” for Johnson & Johnson
because the plaintiffs didn’t win the $1.2 billion they demanded in their complaint!




Since 1934, the securities laws mandate through disclosure of financial data and related
relevant information to enable investors to make informed decisions about company
operations. Litigation matters are critical economic variables for Allstate’s profitability,
and hence an issue informed shareholders need pay close attention. Allstate devoted
considerable discussion to litigation matters in its latest 10Q.2

Allstate’s notion of the relationship of corporate governance to the shareholders is
as the former Soviet Union’s Poliburo was to the Russian masses.

3. The SEC has allowed shareholder proposals where the issues involve
company’s basic financial stability. In the early 1980s I placed shareholder proposals for
two consective years on the Tenneco proxy recommending the company spin off its
non-petroleum and gas transmission pipeline businesses. I believed the non-energy
businesses caused Tenneco to assume an unheathly debt load. The proposals lost but my
diagnosis proved prophetic. Crushed by a massive debt load the company ended up
cancelling the dividend and selling off at fire sale prices its very profitable off oil
exploration and natural gas transmission pipeline businesses to avoid bankruptcy. The
shareholders took a bath in sub-zero degree salt water.3

Because shareholders have no direct voice in American corporate governance, this
proposal is an exemplar as to why Congress authorized a mechanism for shareholders to
put issues on the proxy for a vote. As a shareholder with a very low cost base for my
shares, I don’t want my investment to crash and burn because of Allstate’s wreckless
disregard of the legal risks of continuing to do business in Mississippi.

I urge the SEC to reject Allstate’s request for a no action letter.

( " Sincerely,

RN
—

21n view of Mr. Pike’s representations to me, Allstate’s latest 10Q is inaccurate and incomplete because it
does not address potential mass tort litigation losses in Mississippi’s pro-plaintiff civil court system.
http://www.sec.gov/Archives/edgar/data /899051/000091205701538766 /0000912057 -01- 538766-
index.htm

3 Isoldoutata good price immediately after the second proposal lost having concluded management was
hopelessly brain dead about the consequences of drowning Tenneco with debt,
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SHAREHOLDER PROPOSAL

Except as required by existing contracts, or legal requirements, the shareholders

recommend Allstate cease operations in Mississippi.
REASONS

Mississippi courts are a plaintiffs’ Mecca for winning extraordinary compensatory
and punitive damage damages against corporate defendants. The spoils are so potentially
rich an Alabama firm active in Mississippi claimed in a advertising solicitation letter “...We
have concluded close to 200 cases...(yielding) verdicts or settlements in excess of
$1,000,000.00. Twenty-three were in excess of $10,000,000.00 and four of these were in
excess of $100,000,000.00.” (Beasley law firm letter dated May 18, 2001) The state’s
Supreme Court, implicitly acknowledging the propensity for over-the-top jury awards, on
its own motion capped appeal bonds at $100,000,000.

The Mississippi legal system permits out-of-state plaintiffs’ cases to be tried in a
few sparsely population rural counties with reputations for handing out extraordinary
compensatory and punitive damages. Under Mississippi rules a case can be brought with
any number of out-of-state plaintiffs so long as one plaintiff in the action is a county
resident. So in Jefferson County with only 10,000 residents more than 21,000 plaintiffs
have filed suit. Recently a Jefferson County jury awarded $10,000,000 in compensatory
damages to each of ten plaintiffs suing Johnson & Johnson.

Corporate defendants in the counties favored by the plaintiffs’ bar operate at an
inherent disadvantage. The judicial districts of the counties chosen most often by plaintiffs
usually have only one judge making it very difficult, if not impossible, to challenge for
cause.

In educational achievement Mississippi ranks near or at the bottom nationally for
functional literacy and high school completion. In Jefferson County, for example, less

than half the adult population are high school graduates. Since most of the cases brought
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involve complex issues, often of a medical or scientific nature, it becomes impossible for
defendants to expect to impanel juries with the requisite educational levels to impartially
assess the parties’ contentions of the facts to meet to meet their respective burdens of
proof. Under such circumstances plaintiff’s incitement of jury prejudice against wealthy
out-of-state corporate defendants, rather than reliance on the evidence, determines
culpability and damages.

Mississippi’s legal climate is doubly dangerous for Allstate because in addition to
paying the insured losses the company’s fiduciary duty to clients makes it liable for bad
faith litigation. In a recent newpaper story a State Farm spokesman said, “We are
concerned by the size of jury verdicts (in Mississippt..... The courts are) being more liberal
in the reading of our policies.” (Clarion Ledger, Jackson, MS 6/20/01) Liberalized
interpretations of policy provisions increases the risk of bad faith claims leaving Allstate
with no reliable actuarial basis to set premiums.

The company has a fiduciary duty to the shareholders to not knowingly risk our
capital where Allstate reasonably expects unanticipated excessive insurance losses,
unprofitable operations, and potentially large damage judgments against the company for
bad faith claims. Mississippi’s out of control litigation situation endangers the company’s

financial stability as well as its nationwide fine brand name for quality insurance products

and excellent customer service.
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in-state headaches

By Jerry Mitchell
Clarion-Ledget Staff Writer

Whopping jury verdicts
— the stuff of John
Grisham's fiction — are a
reality in Mississippt.

Until 1995, lawyers say
there was no verdict,
including punitive dam-
ages, that surpassed 39
million here. Since then,
there have been at least 19
— together totaling more
than $2 billion. Six of
those verdicts topped
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Business interests are
crying foul as multimillion-
dotlar verdicts pelt Missis-
s

ppL
See VERDICTS, 163
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Verdicts: Severity of jury“awards has greatly increased, MC law professor points out

From 1A

“This jackoat usice 18 a0t
sifecting the two parucs inveived.
it's going to affect the rest of the
sconemy T said Jerry Me3nids,
oresident of the Mississiopi Manu
jacturers Associaton. “Peepie are
Z0iRg L0 lose robs. and it [ises the
zost of products lor everybody

Trial lawyers sav the mithions
Ul puries are awRThng Are pusti: d
‘ot poople hurt or wronged

“Paople’s hves are being shat
tored Thev're beiag sither Riied
ar maimed,” aid thal wwyer and
sute Kep £d Blackonon e of Can
ton "A person’s life mas some sub-
stantial value. You can® reslace 3
mother with small chudie 3
milior or $3 million.”

Rlackmon won 2 §145
verdict in Hoimes County against
Eued Motor Co. fnr 2 wreek that
killed two. The verdict was vne O
the nation’s largest in 1393

While defenss fawynrs have
decried the aigh verdicts, Black
ibon said (he truthas twn nf the
PZOSt amoLALs, gither
tlement ar jury verdicl. instate Dis
tory came when MiIssiseppt was
the nne sutay -— firstin the tobac o
lawsatt, in which the state settlec
cr &4 1hilioe, snd netintne law
seit agminst a Virg
rompany, tn which state Tax
Commsssion won §473 mullien, it
2o sctthing lor 3135 muilon

Even Lhose kinds of settlerments
amd verdicts, he sad
short af winats been seen Jc
ine nannn, 3l feast ot
which aave topped 31 5iGun mest
ol themn class aceion tases

Many of Mississipeis meh ver
icts have conte 1 counbs such as
Ciubome, Capiah,
wa, Jones and Sauln

Nomiz have made
tones
sxception, not the rule. thack
sand,

Foristance, atler wiu?
smrkers o7 the
who suifered irum second-hand
smaxe, Blackmon 4 the tnost 4
Mussissippt jury has ordersd tobay
co companies 1o pay a Slin o
nection with their d2aths

“The chance of yau getling 2
large verdict in Mississippi s
somewhere in Lhe jower thicd
unong the states,” Blackmon said

Betwesn 1987 and 1993, Forbes
reported that all punitive damags
awards upheld in Missihsipps by
the state Supreine Tonpt were less
than $4 mullion: by vontast. Alaba
ma’s figure was more than $10C
mulion.

But the severity of jury verdicts
have greatly increased since then
«aid Jeffrey Jacksun, penfessor at
Mississippi College Senmlot faw

In February Uwuian County
Weges ceturneid whal would Dave
aacernnd vernn ndhon

auinon

are stil

daren i

s defier

ul ibey re

LAl involvin

[ -3

Unnl 1332 .a Mississiop

L ihare "ava 0P

lawyers say there was 23y yargict
ncuding ouninve ZaTajes. tha! surpassed $3 milion here Since Each verdictis listed Dv year county case actual damages

2351 19 — five of whiah exceecen $100 tive Samages and total damages Figures aren milicas ot agliars

milion. Selow are the 19 wrv verchcrs thai 2sceacns §3 miion

I
pune

YEA COUNTY CASE ACTUAL PUNITIVE TOTAL |
1233 Jores “Trustmark Natonal Bank (A o .1 1 .838 "$38.5.
1313 bungs OXeale vs. Loewan Group | leis) $400 §5C0
19972, - Jones Hiek 1 ¥$: Gefaral Mators * DRI ERE IR et & LD I
1333 Noimes Robinson vs. Ford Motsr Za $23 $120 Stas !
1938 T Jetlerson “iiAsbesios Manufacturers L $49 Geesvalig s T TTI849
1335 Jelierson American borne Praducts 3138 = $15C ¢
1999 Copiah Jatk3son Natianal Lite lns. Co g v *$33. L7833 !
1573 incs Dactac's group vs BlueZross § SlueShwa " 3 310 ‘
. 1993 Jones ' "Afarican Géneral Financial Center’ 7 i ~ o T i
2000 Rank.r Rankin County Maaical Denter |
2000 Holmes ~ liinais Central Rafiroad - ool P
pinvs} ~ngs Mig-America Apartmenis ‘
200G Jaterson . - Canallnsurance Co. !
R mincs State Tax Comm +s Amercan!danagemeat Systar ;
2000 Smith -General Malors |
f 3 Marriser Premium Tank Lines ‘
: Jacksen Confecticut Crana Co ‘
Cooiar St Pauitnsurance !
20701 Hcimes ‘Washingtan Mutual Finance Groue LLG

realy meani o=
Tackson 23pla

ngarers

hesanse they Nave o wale when

SR ATENR PUn v Gamagdes
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ania figuees iney see in
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Ul 499 people an €
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<1 of facts.
aza generiio adia-d owhen to
ae4rd aumages, out

muunts of
oaried

en-gallar vendicts aas
& wavers i ule
- Trras and Alasama, whers

T {5

These out nl-slats lawyars ars
ng their out-abstate clients
wiin them Of the 4323 plantifls
wenbved in ltigation =i in Jeller-
wa County adanal GAF Corp., an
asoestos manulactuesr more Lthan
nad are fromn Tezas,

2o how can Texans hning their
“a 21032 2 New lrrey compa-
ne:alhe Magnoiia Siate?

Vinder Minaissipui sl rules at
Gest D matter now Tuny plantiits
Lve out ol sWe as long as nne lives

S tal malter how
ey plamtdfs uve in different
o oo otand!

it doesn

Vhe it an

tives inthalcounty Andac:n-state
plaintilfs are needed of an in-state
defendant can he lund

Such civif rulns have fed ta
Fayeite pharnaast Tras: Swalley
heinyg sued 3t least swoimes since
last vear to ensure that lawsuils
ageinst drug companies wound up
in Jelferson County

“The probiem where s can
e 3gTegated in any way e idge
sees it has denmed real justice to
many out-al-slate plaintifs out of
state defendants and catled intn
guestiun fundainea) ruie-of-baw
1ssues.” saig Sherman Jovee, presi
dent af the Washungtan, D T hased
Americar Tort Reform Assonation

Tor reform propancals note tha
Missiasippi's first ury verdicts top
ping $9 millon came the same yer
restaints wers lifted on Lwven
adverSsing tor chenls -— 1995,

“These wome-on-dowg’ ads.
must of which emphasize the
wards 'free” or ‘no charge. dont
ke i clear that 1 most 2ases. 3
full third — or in soine 2sbestos
cases more than one hall — el the
judgment can ¢u 1o your lawver”
Joyee said.

Montgomeey lawyrer Jer
Beasley, whose firm has brought
Mississippi htigation, said law
suils arz necessary Lo keep con
swrers wafe irom faulty products
and unacrupulous operators.

{n 1999, his firm won 2 case in
which an Alabama jury orjered 2
finance company to pav 3 {amily
581 miliing for o §1.200 over
chargr on ¢ creihil agresment o
aurchase two aatelhite dishes

i corporats Ainerica dnt agnt
ard wllowszt ine cubes doni didn
trv te

worpers o voaldat be

maxn g this all. " Ae ol The
ion Ledger

e reeontly mailes
Lawyers 1 glossy pud
5z his fum's neadt
miilion-dallar verdiet
fenr toppuag §100 mi

Eeastey insists b
iz Mississippi but s
cess througheut thr Scuth Bat
four awversin his 3 memier
have 250 passed the Mivsoaam
bar — more thun an
outside Alabama

Not everyone is
rugration 10 Mississ

“Go back o
=rmareed triadlawe
of Hazlehurst, who savs Gt el
stale Lwyers have thert o dump
their clients on e, “Whats hap
pening could be adverse e e
pie i Mississiy
ground (ot oul of stz pigiatdts
Mississippl courts shomd tor
Mississippt resigents
- .
Courtrules attracting
Robin Hood of pirates?

Uniixe 48 other siaies Missis
Sppi doesnt permit Classaction
hiwsuits. Plainlitts wha have
gaims imvolving the same {actsand
liw. however, can he grouped
wnder Rule 20 of the Shssissipp:
Fules of Civil Procedure

But the Mississippt Suprzme
Court never intended lor Rule 2
= authorize the xend of quas
dass-achon liligahen now Laking
dare. said former Chie! Juslice
4rmus Hawians of Houston “'m
wre disturbed 3t wnat . napuens
ug Thess g cor ot Sy
lat comung to them, hut tnese Tral

e

nai act
Aty bus

Liahans

Srannoe

tosa fumping

e

lawvers. they re not Robin Howd
Thevremind me of mrates.”

Rad sach anantention,
the committes that reconunended
the s erdes woull have also sug
wested Rule 23, which reulates
class-acticn htugation, said lormer
state Supreme Court Chief justice
Letiors Prather, who served on the
comnuttee with Hawsans “We did
aot favar <lazs action suits for re3-
s iRal i a3s burdensome, and
our cuurts waren't equipped to
handethem ©

The nigh court s adoplian of the
cules 1982 drew fire from some
faaatiiery teraasn the caurt
adopted the mes anats own aather
than recerang irdslative appaoval.

“A bill was intioduced to
inpeach us or reciove us.” recatled
Hawkins, who votzd with the 34
mavertty. "I {4 Rave known all it
waj going tu do, | would have
agreed we should have been
unueached”

jefferson Counte Circunt Judge
Lamar Pickard, wha has heard
sonie of the hig judgment cases,
sard he dutnt behieve Rule 20 was
witended o suthorize quasi-class
action btigation.

He'd like to see the high court
1ake another look at the civil rules,
ne saic. “Its alway< 2 good idea lor
courts to reexamine rules in light
of thanges n atmos: 20 years.”

{n February, the state Supreme
Court answered any question there
muight have dpeen about whether
el rules authorized ltigation
with mass numbers of plaintifls
{rnm vanouy sates

104 M4 decision, rustices upheld
g daw et adainst American
Rankers fasaranes Coo that had

1371 plantufs — 26 ot them foog
other staies. “Having 1, cases
tried separately with sepamls s
covery and trials would creats 53
oc in the tial courts and delay.”
wrte justice Chuck McRae, 4 for
mer triai wyer,

In his dussent, Justice Bll Waier
Je..with a general aw practice hack
gound. wrote there was 3 Lick ol
proof these cases should have bees
combuned. Unless these plaintifs
cn show some nexus with the statc
of Mississippi they should not in
oined in these state actions.”

(intd recealy, ancther civid rule
prompted some companies (o st
tls rother than appeal — a rule
requinag a fum to post a boad ot
125 percent of the darmage award

in 1995, 2 Hinds County juc
returned a 3300 million verdict
against the Loewen Group, requir
ing the Cagadian {unesal home
giant to post 2 $625 rmullion bond
Lomwen, which settled the case for
2175 million, filed for Chapter 11
hanknugloy.

To address stnular saituations
the future. the state Supreme
Court revised the ruie toallow for 3
Jerendant Lo substitute [0 percent
of the company’'s net worth and
absent unusual circwmstances, oo
tond devand §100 mullion

“We did not wanl a case ta be set-
Ued simply because of the bond.”
Pittman said in a prepared state
ment, “We've had some very high
punitive damage awards in Missis
sippi and across the nation. Courts
wntend ta be {aur to ail parties”

Defense lawver joha 8. Clark ot
Jackson said the change in the
appeal bond rule shonld help, but
it won't address all cases.”

{n these high-verdict cases. "ine
jury became inflamed by the tacts
or arguments of counsel and seermy
10 have responded Lo tactors other
than the {acts,” Clark said. "In cas-
es where that happens, there's a
strong duty on the part of the triai
judge to bring those verdicts bavk
towasd the norm.”

Stan Flint, lobbyist for the Mis
sissippt Trial Lawyers Assoviation,
said the boad change marks the
first sign corporations are pushing
for tort reform in Mississippi

"1t does appear to me that bus
ness has targeted this issue as a3
way to assault the last place a guy
can get a fair shake.” he said.

As for the high verdicts in Mis-
sissippi, “the reason these juries
are sao damn mad is that they're
being screwed into the ground by
big business,” he said.

Hawkins compared litigants
journenng to the Magnolia State
ta the Alaskan Gold Rush of the
late 1800s. “People want to gt
their pot of goli in Mississippy
What they're really going o do s
cause 2 backlash where ineriton
uus cases widl eventually he hurt




Jefferson County ground zero for cases

By Jerry Mitched!
Clar \onel_eager Staft Writer

"The center {or the
redistribution of wealth.”

That's what some
lawyers call the Jefferson
Couaty Courthouse in
Faverte.

On the heels of jury ver-
dicts reaching as high as
§150 million and settle-
ments reaching as high as
a reported $400 miilion, a
deluge of lawsuits has
been brought in Jefferson
County against drug,
tobacco companies, tire
manufacturers, auto mak-
ers, loan companies. insur-
ance companies and other
businesses.

There have been so
many lawsuits filed thers

since 1999 that the total
number of piaintiffs (more
than 10.000) has ocutnum-
bered the total number of
people in the county
(9,740). And many of
those suing aren’t from
Mississippi.

Juries awarding mil.
lions to outsiders has left a
bad taste in the mouths of
residents such as Rebecca
Henderson, a 40-year-old
registered nurse from
Union Church.

“You are looking at peo-
ple walking out of the
county with millions and
millions of dollars,” said
Henderson, herselfa plain-
tiff in a lawsuit against the
maker of the acid reflux
drug Propuisid. "They are

using the citizens of the
county.”

Big-ticket verdicts and
large numbers of out-of-
state plaintiffs in Jeerson
County 50 concerned state
Supreme Court Chief Jus
tice Ed Pittman that he
met with Jefferson County
Circuit Judge Lamar
Pickard earlier this year
about what's been happen-
ing in the county. Pittman
would not comment,

Pickard said the huge
verdicts represent 3 few
exceptions rather than the
rule. And what large judg-
ments there have been are
comparable to eisewhere,
said Pickard, whose dis-
trict includes Jeffersnn,

See JEFFERSON, 17A

“It's a dumping ground

for lawsuits.”

David W. Clark, an attorney
for the Mississippi Manufacturers Association

i
J.0. Schwsim/The Clariont, edge

The Jefferson County Courthouse in Fayaette is the site of
many court battles where millions of doliars are at stake

Jefferson: Expectation of large awards spur flings in county, says tort reform group off

From A

Claiberne and Coprah countics
For insaace, five painiid

Jetiesson County lawsuil won a
315G A jury verdict aZainst
the m, of the diet drug combi
nation f2a-phen. Inas <

n 3w awarded 1 sndle

355 mithion
ard satd Vhat means Lae
Texas oward was targer when g
ured p=r zerson “lnafairn
iooX at it

think Jeliers
that far ~ut

Ever it a
judges at t
appeals cousts can ensure tnal ver:
dict 15 ihe correct one, the juidge
said. "There are so many safe-
guards buill inte nur system. The
tria) court can go back ard adjust
whe verdict.  can raduee the ver-
dict. The court has never been
asked to do that.”

One probiem has been talk
about the county being besieged
with tens of thousands of lawsuits,
he said. “I'm not nearly as con-
cerned abaut the truth in Jeflerson
County as | am the rumers.”

What is true is the number of
lawsuitsin Jetferson County nearly
quadrugied last year. They went
fram 17%in 199910 629.

{nafedruarvinterview, Bickard
saidthatincr=ase hadn'tkept court

tand

P

officials from kezning an up-ta-
date trial dockel. “fUs nol z0 heavy
that we are not able s handle it
ne saud.

The husiness community 3ee3
what's happening in jeiferson
County as forum shopping ol the
worst sort. " They aren’t Gling their
lawsuit’ hecause Us easy to gel to
or because of the ine restaurant
sefection o town.” said Michael
Hotra, director of peblic education
for Washingion, O.C -based Amer-
icun Tort Reform Association
‘Thev're {tling their cases because
they know they win large fudg-
ments or settle cases on mighly
{avorabie terms.”

Pickard defended suing in Jef-
terson County. * ‘Forum shopping’
sounds like a bad word when actu-
ally it's not,” he said. “l would pre-
fer tocallit forum selection’ rather
than ‘forumshopping.””

Whatever you call it. some
lawyers question what's happening
in the southwest Mississippi coun-
ty. "lt's a dumping ground for law-
suits,” said David W. Clark, an
attorney for the Mississippi Manu-
facturers Association.

One (act that adds ‘o the dump-
ing ground claim s that many
plaintiffslisted in Jeferson County
lawsuits don't live there

{n April 2000, 3%Z people who
took diet drugs join=d 1n a single

|

Severty Peitigrew Kralt
contributec tc this series
Delore ieaving The Ciarion-
LedgerinFedruary

awsuit suing 203 phvsicians and
pharmac:es in Jefferson County
Citcuit Caurt. None of the plain-
titfs and onlv onc defendant livesin
feiferson County. il's possibic.
because Mississippts civil rules
neemit lawsuits to he filed whers
only one plaintiff or defendant
resides. Also, plaintiffs with simi-
lar claims can be grouped.

In his February interview,
Pickard said the practlice was 2
matter of judiciai ecoromy. “When
there are groups of cases with
essentially the same facts and law,
they can be grouped together in
order to dispose of multipie cases
in one tnial,” he said.

But earlier this month, Pickard,
circuit judge since 1995, said
because of his growing familiarity
with the civil court rules that
apply, he scrutinizes mass lawsuits
more closely and in several recent
cases has refused to join out-of-
state and out-of-county plaintiffs.
“We're trying to do something
about that,” he said.

Trial lawyers say they're merely

doing wha! caurt rules permit
them to do. adding that they file
plenty of lawsuits outside Jeifer-
son County,

“The-e are different counties in
Missiasippr — just like there arein
any state — that are more {avor-
ahie to the viaintiffs,” said T. Mark
Sieidge of Jackson, the attorney for
plainlifis in lawsuils against the
tehaccandustry and pharmaceuti-
i companies, including some
> 1n Jetterson County.

And there are certainly counties
such as Rankin and Madison that
tend to be better venues for the
defense, he said. *T don't think it
wouid e fair to home in on Jeffer:
son County. We fite lawsuits all
over the state.”

But defense lawyers say mass
groupings of plaintiffs in favorable
veques give trial lawyers leverage
ta setile their cases for tap dollar.

“You see what has happened in
the past,” Clark said. “It really
forces them (companies) to settle,
regardless of the merits or demer-
its of the lawsuit.”

Although the county has
received much of the focus, Jack-
son lawyer Lance Stevens, who
filed three Fen-phen lawsuits in Jef-
fersan County last year, said what
he and other lawyers are really
looking for is a quick trial date.

T don't think the lesson is that

<
i

Jefferson County is the greatest
placetobe.” he said. “Being at trial
is the best place to be when you
have a Fen-phen case. Every jury
that has heard the facts in this case
has just been horrified.”

Aside {rom past high-dollar ver-
dicts, demographics are an attmc-
tion to trial tawvers, said Hazie
hurst lawyer Carroll Rhodes, who's
defended cases and represents
plaintiffs in the tobacco-asbhestos
fight in Jefferson County.

In April. the most recent month
for which {igures are available, the
majorily black county had an
unemployment rate of 12.2 per-
cent, nearly triple the state’s 4.3
percent and the country’s 4.2 per-
cent. [t was the third highest
unemployment rate in the state.

“I{ you have never had any sul-
fering. if you have always had
things relatively easy, it's hard lo
understand,” said Rhodes. “If you
have been the victim of awrong, it's
easy to understand someone who
claims they are hurt.”

As a consultant in lawsuits in
which five peopie said Fen-phen
caused their health problems,
Rhodes predicted a jury would
return with a judgment of about
$150 million.

He was right. A Jefferson Coun-
ty jury in December 1999 awarded
$150 million in compensatory

damages to those live
one of whom lived in the

While jurors deliber:
tive damages, Ameriv
Products reportedly 3
case for those five and
800 others — about 3¢
weren't from Missisen
about 3420 mullion.

American Home
reached another mult:
lar settlement in a ~rce
fersan County in Oct

Frances Ballard ot Lo
marn of the jury that ¢
$150 million judgmen:
verdict was the right «
what the evidence show:
baddrug.”

But when the 31-yea:
manager at Southwest ™
Regional Mentat Heal
Gibson peard that peopt
son County got less in
ment than people from
the news sounded a so.
her.

1t alsc did for her hus
Ballard. 59. a former
County supervisor. "l
it’s fair just for people
Jetferson County and .
and get the money. [ dor
about it at all. They see:
ing everything away {ro’
County. They have &ivr
County a bad name.”
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More insurance
firms exit MISS

By Jerry Mitchell

Clariond adger Statt Writer
Forty-four companies

have pulled out of Mississip-

pi or stopped selling certain

vinds of insurance because

of big jury verdicts, Insur-.

ance Commissioner George
Dale said Monday.

On June 1, Woodbury,
N.Y.-based Bankers Life
Insurance Co. became the
fatest to pull cut. It S[OpoPd
accepting new business in
Mississippi, citing its “deep-

ening concern over the
volatile legal climate in the
state, which appears to be
detetiorating.”

Some firms still selling
insurance are seeking higher
rates, Dale said. “One compa-
ny just filed a 73 percent rate
(mrreasc) request o0 r"ﬂd
ical malpractice insurance.”

[nformed of insurance
compames pulling out of the

tate, Jackson lawyer Shane
Langaton president of the

Mississippi Trial Lawyers
Association, responded,
“There are. some insurance
companies ‘We wishdidn't do
business with Mississippt

*because they cheat people.”

Since 1995, the landscape
for big jury verdicts has
changed drastically in the
state. Before then, there was
no jury verdict of more than
$9 million. At least 19 have
occurred since, totaling
more than $2 billion. Six
topped $100 million each.

Mississippi's big verdicts
are fueling talk of reform,
either by adopting new laws
or altering court rules to
make it tougher for out-of-
state plaintiffs to sue in Mis-
sissipptcourts.

Today, Date is slated to
deliver his messagz of con-
cern to Mississippi's inde-
pendent insurance agents.
“What I'm also going to tell
the group is the insurance

See INSURANCE, 4A

Insurance: Lack of tort reform could hurt state, Dale warns

From 1A

people are not the people who can
go to the Legislature and bring
reform,” he said. “It's more likely to
be addressed i the business com-
munity gets involved.”

Dale expects business interests
and trial lawyers to each push for
their own agenda in the 2002 leg-
islative session.

“Both sides give a lot of money
to us politicians to protect their
view and protect their side,” he
said. “That's dangerous.”

Most of Dale’s campaign contri-
butions come from business inter-
ests, including tnsurance compa-
nies. “Tmake no bones about it,” he
said. “1 wou)d pretty much come
down on. t.he side of business. My
campaigt funds come from busi-
ness, where some other officials,
probably, frofn the presxdent of
Unitéd States on dowa, receive
large contnbutxons from the plain-
tiff's bar PN

Langston said lawsuits are nec-

essary to ensure safety and right
WTONgES.

He said lawsuits he brought
2gainst Metrocenter mall helped
tmprove security there. “Now they
have 12 to 15 security guards, bet-
ter lighting,” he said. “Violent
crime has decreased significantly.”

In other litigation brought by
Langston, a Hinds County Circuit
Court jury delivered a $29 million
judgment against Mid-America
Apartments to both the family ofa
man killed when his throat was
siashed-and the victim's friend,
shot in the same 1997 attack.

One suspect in the attack had
been groundskeeper for the com-
plex, and the complex had done no
background check on him when he
was hired.

QOwners knew about the perpe-
trator’s violent tendencies but did
nothing about it, Langston said.
“Yeah, the jury got mad and.
popped them. The jury system
works in this state.”

(~d

The compary the jury popped
has since decided to stop doing
business in Mississippi.

Citing the $29 million judgment
and another for $3 million, Mid-
America CEOQ George E. Cates
wrote Jackson Mayor Harvey
Johnson Jr., suggesting tort
reform: “Without getting into the
merit or lack of merit of those cas-
es, we believe the judgments were
unfair, extortionate, excessive and
destructive to businesses.”

{narecentinterview, the compa-
ny's president, Eric Bolton, called
Hinds County far worse than any
place in the Southeast.

Without tort reform in Missis-
sippi, “good companies will be
fon:ed out or prices will have to go
up.” he said.

Langston said that stsxssxppx is
one of the few places left to get a fair
hearing: “You see a lot of Iawyers
flocking to Mississippi ‘cause Texas
laws are screwed up, and there are

1nfairidmar Voo aan bbb A fale el

al. The same thing happened in
Alabama after tort reformiL”

Independeant insurance agent
Norma Faulkner of Mantee said the
pullout has hurt her. Property and
casualty insurance companies.
Bankers Standard and Omega.
wouldn't renew existing policies,
she said. “I definitely lost cus-
tomers because of this. They
thought it was something I'd done.”

Dale said a day of reckoning
must come: “You can’t continue
with the juries we have and not pay
the consequences.”

An insurance company, Of any
person for that matter, showld have
a jury of their peers, he said. “You
can't tell me that someone with a
sixth-grade education, whose only
income is from public assistance,
can tell how many millions of dol-
lars a company should pay. That’s
nota)ury ofhxs peers.”

|

Staff erter Jlmmle Gates con-
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LaWyers See
state as land
X

of fortune

Mississippi has quickly earned the reputation as being fertile
ground for plaintiffs’ lawyers seeking to hit the jackpot.

Last month, the National Law Journal, a lawyers' trade publica-
ten, described Mississippi as a “miecca” for personal injury law-
suits. And the Clarion-Ledger has been publishing a series of sto-
ries on the topic.

Although the Jackson paper strains to be balanced in the cover-
age, the conclusion is clear: The rules in Mississippi's courts and
the bias of juries in a handful of counties are heavily tilted toward
the litigants — so much’so that trial lawyers from outside Missis-
sippi are rushing to do business here and bringing aggrieved out-
of-state clients with them.

Outrageously high jury awards are a fairly recent phenomenon,
the Clarion-Ledger reports. Up until 1995, there was no verdict that
surpassed $9 million in this state. Since then, there have been at
least 19, together totaling more than $2 biltion.

The latest came in Holmes County, where a jury awarded $71 mil-
lion to 23 defendants who accused a finance company of goading
customers into renewing loans with additional undisclosed
charges.

Three factors have been driving this disturbing trend.

n In the mid-1990s, most of the restraints on lawyer advertising
were lifted in Mississippi. There has been an explosion of advertis-
ing, including in this newspaper, by lawyers seeking individuals to
sue drug makers, insurance companies and other industries with
deep pockefs. [t has madée -ambutamte-chasing look almost
respectable in comparison.

n Reforms in nearby states, particularly Alabama and Texas,
designed to curb lawsuit abuse have encouraged lawyers from
those locales to look for friendlier terrain, such as Mississippi,
where punitive damages are naot capped. Punitive damages — sub-
ject to the whimsy of jurors predisposed to sock it to “big business”
— usually make up the bulk of the multi-million-dollar awards.

n Mississippi court rules, dating back to 1982 and liberally inter-
preted by subsequent state Supreme Caurt justices, allow lawsuits
with mass numbers of plaintiffs from various states. “Under Mis-
sissippi’s civil rules,” the Clarion-Ledger reported, “it doesn’t mat-
ter how many plaintiffs live out of state as long as one lives in state;
it doesn’t matter how many plaintiffs live in different counties as
long as one plaintiff lives in that county.

The situation is crying for reform. While trial lawyers and a few
Mississippians may strike it rich, the rest of us will pay for this lit-
igation explosion in higher living costs and fewer job opportunities.

Companies aren’t exactly attracted to places where their chances
of being bankrupted by a runaway jury are higher than average.
Already 44 insurance companies have pulled out of Mississippi or
stopped selling certain kinds of insurance here because the risks
are too high, according to Insurance Commmissioner George Dale.

That means more expensive insurance premiums for everyone
else who resides or does business in Mississippi. It is incumbent on
the Legislature or the state Supreme Court to restore sanity and
balance in the civil justice process, so that both plaintiffs and
defendants get a fair shake.

— Greenwood Commonwealth
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BEASLEY, ALLEN, CROW, METHVIN, PORTIS & MILES, P.C.
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C. LANCE QouLD

JOSEPH H. AUGHTMAN
DANA G. TAUNTON
ECARLBTTE M. TULZY

J. BKARK ENGLEHART'
EENDALL C, DUNSON®
CLINTON C. CARTER®+
KAREN L. MASTIN®

WILLIAM R, DAVIE

JEFFREY T. wERS
CHRISTOPHER R. BANSPREE"
ROMAN ASHLEY SHAULS
LARRY A. GOLITON, ;2.°%
STAN ILUM®

D. MICHARL ANDREWS
CHARLES WILLIAMEON BARFOOT

@ ALSO ADMITTED DN ARFAKEAS
. P SAWYZR T ALSD ADMITTED IN FLORIDA
BENJAMIN B. BAXER, JR.*F 4 AL ADMITTED IN GEORGA
TID G. MEADOWS ! ALSO ADMITTED IN TEXAS

OLRALD B, TATLOR, JR. " B ALSO ADMITTRD IN WASHINGTON, D.C.

BINJAMIN H. ALBRITTON

Dear Mississippi Lawyer:

Please-allow this letter to introduce you to our frm. We have several lawyers licensed in
Mississippi and are handling many cases in Mississippi at this time. We have 40 lawyers in. our
firm and eppreximately 200 support staff, We are handling individual product liability, personai
injury and pursing home cases, mass torts, business torts, and consumer fraud cases. We
welcome the chance to work with you on these type cases.

I have enclosed our brochure with inserts. The inserts have more information about the
type of cases we ere currently working on. This brochure is currently being updated, so it does
not include our recent recard fen-phen settlement and other recent verdicts or settlements.

We believe our track record can benefit your clients. We have concluded close to 200
caszs that involved verdicts or settlements in excess of $1,000,000.00. Twenty-three of thess
were in excess of $10,000,000.00 and four of these were in excess of $100,000,000.00.

I have also enclosed the last month's Jere Beasley Consumer Report. This is & monthly
publication that goes to approximately 100,000 people. If you would like to receive this fze
publication monthly, please fill out the attached form. :

We look forward to working with you in Mississippi in ‘ = If you would like to
work with us on any of these type cases, please call;

Dee Miles — Consumer Fraud
Cole Portis - Individual Products Liability / Personal Ir
Rhon Jones — Business Torts

Andy Birchfield — Mass Torts Drug Litigation
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Katherine A. Smith

Allstate.
Assistant Counsel

You're in good hands
Corporate Governance

and Business
Transactions

Securities Exchange Act of 1934 — Rule 14a-(i)(7)

January 7, 2002
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Securities and Exchange Commission
Division of Corporation Finance
Office of Chief Counsel

450 Fifth Street, N.W
Washington, D.C. 20549
Re: Company Response to Dr. Mark 1. Klein’s letter to the SEC dated December 30

2001

Ladies and Gentlemen:
This letter is in response to stockholder proponent Dr. Mark 1. Klein’s response to The
Allstate Corporation’s (the “Company” or “Allstate”) no-action request dated December 21, 2001

to the SEC.
We disagree with the positions that Dr. Klein has asserted in his letter dated December 30
2001. The ability to effectively assess a state’s business and legal environment and to decide

where the corporation should or should not conduct business is properly vested in management

While we, too, are concerned about the legal climate in Mississippi, we currently have no
material litigation in Mississippi. Item 103 of Regulation S-K requires registrants to describe any

material pending legal proceedings, other than routine litigation incidental to the business
Allstate’s periodic reports to the SEC fully comply with this requirement

In addition, Dr. Klein is mistaken in asserting that Allstate “allowed shareholder
the South African apartheid regime give legal equality to all citizens][.]

proposals demanding ... i
The Company made its initial public offering in 1993 and filed its first proxy statement in March
of 1994. To date, it has never included a shareholder proposal on the subject of apartheld or

South Africa in its annual proxy statement.
In accordance with the general requirements of Rule 14a-8(j), we have enclosed six

copies of this letter. We would appreciate the opportunity to discuss the subject with you further
if you require additional information. Please contact me at (847) 402-2343, or Jennifer Hager at

(847) 402-3776.

Allstate Insurance Compan
2775 Sanders Road, A-2 Northbrook, [L 680062 Phone 847.402.2343 Fax 847.326.9722 Email ksmith1@allstate.com




Securities and Exchange Commission
January 7, 2002
Page 2

Please acknowledge receipt of this letter by stamping and returning the enclosed copy
and returning it in the enclosed self-addressed Airborne Express envelope.

Very truly yours,

s ~—
'W -

Katherine A. Smith

Copy to: Dr. Mark I. Klein




MARK I KLEIN, M.D.

6808 Estates Drive
Oakland, California 94611
510-339-6700

January 8, 2001

U.S. Securities and Exchange Commission
Division of Corporate Finance

Office of the Chief Counsel

Washington, DC 20549

Dear Sir:

Allstate’s board and management is vested with the responsibility to “...assess
(Mississippi’s) business and legal environment and to decide (whether to continue doing
business in the state).” My proposal is a recommendation consistent with Rule
14a-8(i)(1) which, if approved by the shareholders, has no binding legal authority.

Alistate attempts to hoodwink the SEC with the technical claim it never included a
South Africa proposal on the proxy. Sears spun off Allstate to the shareholders in 1993 at
about the same time the racist, apartheid regime collapsed. Allstate does not deny South
Africa anti-apartheid proposals appeared on the Sears proxy.

Even if Allstate, as an independent entity, never had an anti-apartheid measure on
the proxy, my proposal addresses the extraordinary social issue of equality before the law
in the United States. We are at war today to protect our liberty whilst Allstate desperately
wants to block the shareholders from recommending the company cease doing business in
a jurisdiction which deprives some to equal justice before the law.!

The company’s response to my criticism of its latest 10K disclosure on pending
litigation is at best uninformative. Allstate’s assertion “...we currently have no material
litigation in Mississippi...other than routine litigation incidental to the business” is utterly
meaningless. Such “routine” litigation could include bad faith and fraud cases with
punitive damage claims, if tried in certain Mississippi counties, could result in judgments
that might imperil Allstate’s financial viability. Successful plaintiffs’ lawyers know good
discovery can turn a “routine” case into very expensive “material” litigation.

11n my 12/30/01 letter to the SEC/ oblem v
substantive issue other shareholders would put forws fd idéas the c company would rather not-dsat address.
Too bad for Allstate there are no Siberian gulags for ungrateful shareholders.




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to ‘
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

[t is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.




February 19, 2002

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  The Allstate Corporation
Incoming letter dated December 21, 2001

The proposal requests that Allstate cease operations in Mississippi.

There appears to be some basis for your view that Allstate may exclude the
proposal under 14a-8(1)(7) as relating to ordinary business operations (i.e., the decision to
cease operations in a particular location). Accordingly, we will not recommend
enforcement action to the Commission if Allstate omits the proposal from its proxy
materials in reliance on rule 14a-8(i)(7).

Sincerely,

*

Keir D. Gum

%ecial Counsel




