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Re:  The Allstate Corporation
Incoming letters dated January 16, 2004, January 23, 2004, January 31, 2004,
February 7, 2004 and February 14, 2004

Dear Mr. Chevedden:

This is in response to your letters dated January 16, 2004, January 23, 2004,
January 31, 2004, February 7, 2004 and February 14, 2004 concerning the shareholder
proposal submitted to Allstate by Emil Rossi. On January 28, 2004, we issued our
response expressing our informal view that Allstate could exclude the proposal from its
proxy materials for its upcoming annual meeting.

Although we received one of your letters before we issued our response, we
inadvertently failed to reference that letter in our response. We received four of your
letters after we issued our response. After reviewing the information contained in your
letters, we find no basis to reconsider our position. o

Sincerely,

Martin P. Dunn
Deputy Director

Enclosures

cc:  Katherine A. Smith /?@@@ESQE@

Assistant Counsel
APR 26 2004

The Allstate Corporation K
2775 Sanders Road, A-2 N
Northbrook, IL 60062 Wﬁ




JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205 ’

Redondo Beach, CA 90278 . 310-371-7872

6 Copies ' January 16, 2004 .

7th copy for date-stamp return : Via Airbill =

Office of Chief Counsel a2 2

3

Division of Corporation Finance ]
Securities and Exchange Commission e =
450 Fifth Street, NW
Washington, DC 20549

Allstate Corporation (ALL)

Preliminary Response to No Action Request Delivered on January 14, 2003
Additional Response to Follow

Emil Rossi

Ladies and Gentlemen:

The bundled company December 22, 2003 no action request and December 18, 2003 letter was
not received until January 14, 2004. The company has the unusual protocol of holding a letter
for 4-days and then sending the letter to the shareholder party in a package with a no action
request which was delivered more than 3-weeks late.

The company has apparently given low priority to this no action request by not taking notice
until January 13, 2004 that its 2-part package was not delivered to the shareholder party.

Furthermore in forwarding the 3-week-old package the company attempted to blame the
shareholder party. The attached January 13, 2004 company letter repeated the unsupported
conjecture “the packages might have been refused.” When the company was informed of the
unsupported conjecture on “refused” the company expressed no inclination to investigate this
conjecture.

There will be a detailed response to this company no action request which appears to have low
priority with the company. It is respectfully requested that a Response letter not be issued until
there is adequate time for the Office of Chief Counsel to review the upcoming shareholder
response.

Sincerely,

ohn Chevedden

cc:
Emil Rossi
Edward Liddy




Alistate.

You're in good hands.

Katherine A, Smith
Assistant Counsel

Corporate Govemnance

January 13, 2004
VIA FEDERAL EXPRESS

John Chevedden
2215 Nelson Avenue, No. 205
Redondo Beach, CA 90278

Re:  The Allstate Corporation — Rossi Shareholder Proposal on Rights Plan
Dear Mr. Chevedden:

[ sent you the enclosed letters on December 18, 2003 and December 22, 2003. Airborne
Express informed us that they were unable to deliver these packages and/or that the
packages might have been refused. Airborne Express unfortunately did not bring this to
my attention until today. They tried to reach you twice on each package, but were unable
to reach you by phone and their messages were not returned.

Mr. Rossi's packages dated December 18, 2003 and December 22, 2003 were delivered
on December 19, 2003 and December 23, 2003, respectively. Hopefully he
communicated their arrival to you prior to today.

[ am attaching the letters herewith and am re-sending these to you today via Federal
Express.

My apologies for the delay in getting these to you.

A copy of this correspondence will be provided to the SEC in accordance with Staff
Legal Bulletin No. 14, dated July 13, 2001.

Very truly yours,
Cc: E. Rossi

}%A Srmth ‘
M. McCabe

U.S. Securities and Exchange Commission, Division of Corporation Fmance

Alistate Insurance Company
2775 Sanders Road, A2 Northbrook, IL  60062-6127 T 847.402.2343 F 847.326.9722 E ksmith1@allstate.com




. JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 3 lO—___?iﬂ-7872
6 Copies January 23, 2004

7th copy for date-stamp return Via Airbill

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
Mail Stop 0402

450 Fifth Street, NW

Washington, DC 20549

Rebuttal of No Action Request
Allstate Corporation (ALL)
Poison Pill Proposal

Emil Rossi

Ladies and Gentlemen:

In response to the company no action request, the numbers preceding the brackets below
correspond approximately to the pages of the company letter. Please also see the attachments
for:

Separate Ballot Item

Not Substantially (Extensively) Implemented

2] The company fails to note that proposals submitted to AutoNation, Citigroup and Bank of
America did not have the second-sentence foundational element of this proposal.

“Also once this proposal is adopted, any dilution or removal of this proposal is requested to be
submitted to a sharcholder vote as a separate ballot item at the earliest possible shareholder
election.”

3] The shareholder proposal states:

RESOLVED: Shareholders request that our Directors increase shareholder voting rights and
submit the adoption, maintenance or extension of any poison pill to a shareholder vote as a
separate ballot item on the next shareholder ballot. Also once this proposal is adopted, any
dilution or removal of this proposal is requested to be submitted to a shareholder vote as a
separate ballot item at the earliest possible shareholder election.

The company policy states:

The Board shall obtain shareholder approval prior to adopting any shareholder rights plan;
provided, however, that the Board may act on its own to adopt a shareholder rights plan if, under
the then current circumstances, in the reasonable business judgement of the independent
directors, the fiduciary duties of the Board would require it to adopt a rights plan without prior
shareholder approval. The retention of any rights plan so adopted by the Board will be
submitted to a vote of shareholders as a separate ballot item at the next subsequent annual
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meeting of Allstate shareholders and, if not approved, such rights plan will expire within one year-
after such meeting.

The company policy seems to address a proposal which would read:

This poison pill shareholder vote proposal is intended to give the Board a one-year grace-period
on its application. This one-year grace-period allows the board to have a poison pill in force for
one-year regardless of when a shareholder vote is scheduled. This shareholder vote can bypass
any special meeting of shareholders. This entire foundational policy may be repealed or revised
without prior public notice and without any subsequent shareholder vote within any foreseeable
period.

The company inscrutably claims implementation of the second element of the proposal through
this dubious process: . ,
That the existing “independent directors evaluation,” now on a 3-year cycle, implements the
second sentence of the proposal, “Once adopted, removal of this proposal or any dilution of this
proposal, would consistently be submitted to a shareholder vote as a separate ballot item at the
earliest subsequent shareholder election.” In other words the paradox of an explicit shareholder
vote as a separate ballot item purportedly being implemented by a triennial director review.

4, 5, 6] Please see the attachment on sources.
[ do not believe the company has met its burden of proof obligation according to rule 14a-8.
For the above reasons this is to respectfully request non-concurrence with the company no

action request on each point.

Sincerely,

ohn Chevedden

cC:
Emil Rossi
Edward Liddy




JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 310-371-7872
6 Copies January 16, 2004

7th copy for date-stamp return Via Airbill

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
450 Fifth Street, NW

Washington, DC 20549

Allstate Corporation (ALL)

Preliminary Response to No Action Request Dellvered on January 14, 2003
Additional Response to Follow

Emil Rossi

Ladies and Gentlemen:

The bundled company December 22, 2003 no action request and December 18, 2003 letter was
not received until January 14, 2004. The company has the unusual protocol of holding a letter
for 4-days and then sending the letter to the shareholder party in a package with a no action
request which was delivered more than 3-weeks late.

The company has apparently given low priority to this no action request by not taking notice
until January 13, 2004 that its 2-part package was not delivered to the shareholder party.

Furthermore in forwarding the 3-week-old package the- company attempted to blame the
shareholder party. The attached January 13, 2004 company letter repeated the unsupported
conjecture “the packages might have been refused.” When the company was informed of the
unsupported conjecture on “refused” the company expressed no inclination to investigate thlS ’
conjecture.

There will be a detailed response to this company no action request which appears to have low
priority with the company. It is respectfully requested that a Response letter not be issued until
there is adequate time for the Office of Chief Counsel to review the upcoming shareholder
response.

i

Sincerely,

ohn Che';edden

cC:
Emil Rossi
Edward Liddy




~ Alstate

You're in good hands.

Katherine A. Smith

Corporate Governance

January 13, 2004
VIA FEDERAL EXPRESS

John Chevedden
2215 Nelson Avenue, No. 205
Redondo Beach, CA 90278

Re:  The Allstate Corporation — Rossi Shareholder Proposal on Rights Plan
Dear Mr. Chevedden: h

I sent you the enclosed letters on December 18, 2003 and December 22, 2003. Airborne
Express informed us that they were unable to deliver these packages and/or that the
packages might have been refused. Airborne Express unfortunately did not bring this to
my attention until today. They tried to reach you twice on each package, but were unable
to reach you by phone and their messages were not returned.

Mr. Rossi's packages dated December 18, 2003 and December 22, 2003 were delivered
on December 19, 2003 and December 23, 2003, respectively. Hopefully he
communicated their arrival to you prior to today.

[ am attaching the letters herewith and am re-sending these to you today via Federal
Express.

My apologies for the delay in getting these to you.

A copy of this correspondence will be provided to the SEC in accordance with Staff
Legal Bulletin No. 14, dated July 13, 2001. .

Very truly yours,
Cc: E. Rossi

)%ﬁ}\ Srm:t'hg‘p
- M. McCabe

U.S. Securities and Exchange Commission, Division of Corporation Fmance

Alistate insurance Company
2775 Sanders Road, A2 Northbrook, Il 60062-6127 T 847.402.2343 F 847.326.9722 E ksmith1@allstate.com




JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

.- Redondo Beach, CA 90278 . _ 310-371-7872
6 Copies January 23, 2004
7th copy for date-stamp return Via Airbill
Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
Mail Stop 0402

450 Fifth Street, NW

Washington, DC 20549

Poison Pill Propoesals and
Not Substantially (Extensively) Implemented
Separate Ballot Item Issue

Ladies and Gentlemen:

Separate Ballot Item
The company has made no claim that its policy calls for a vote as a separate ballot item. The
company has cited no precedent where a called-for vote was determined substantially
implemented by a policy allowing a vote as only a small part of a larger bundle of provisions.

The 2003 company policy can also make a vote nearly meaningless by bundling the vote on the
poison pill with 5 other items as an all-or-nothing vote proposition. And one of the 5 other
items could be a big-ticket item.

There is no point-by-point company analysis particularly focused on the separate ballot item

provision.

Sincerely,

é John Chevedden




- JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 310-371-7872
6 Copies January 23, 2004

7th copy for date-stamp return Via Airbill

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
Mail Stop 0402

450 Fifth Street, NW

Washington, DC 20549

Poison Pill Proposals and
Not Substantially (Extensively) Implemented

Ladies and Gentlemen:

The company has not made any analogous claim that a Board of Directors, which permits
ratification of auditors, has abdicated its responsibility for the selection of auditors.

Element — An Essential Component
The following is additional material which applies to a poison pill proposal for a two-element
single-concept policy calling for:
1) A shareholder vote policy regarding a poison pill
Plus
2) A shareholder vote if the foundational policy is repealed after adoption.

This letter addressees the substantially implemented issue.

The two-element policy calls for a vote at each of two points. There is no substantial
implementation if the company sets up a condition:

1) Where the company has complete control

2) And the company can avoid a vote at both element-one and element -two

SEC Release No. 34-20091 (attached) said “The Commission proposed an interpretative change
to permit the omission of proposals that have been ‘substantially implemented by the issuer.’”
The key phrase is “substantially implemented by the issuer.”

The proposal does not seem to be substantially implemented if the foundational policy of the
proposal can be repealed at will or at whim by the board without a corresponding non-binding
vote.

The second element of the proposal is arguably of greater importance because without it the first
element of the proposal could be moot.

The company is in the inscrutable position of claiming that adopting the first half of the two-
element policy compares favorably with adopting the whole policy. It is like half the baby is as
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good as the whole baby. Nordstrom Inc., claimed a favorable 12-for-12 match in Nordstrom Inc.,
1995 SEC No-Act. LEXIS 226 (Feb. 8, 1995). Yet the company now claims that one-for-two is
as favorable 12-for-12 when addressing the poison pill topic.

In Nordstrom Inc., the staff allowed a company to exclude a proposal where the company
demonstrated that it already had adopted policies or taken actions to address each of 12 points of
the proposal.

In Nordstrom a 12-for-12 match at a detail level of the company was apparently established in
order to obtain concurrence.

At the highest level of the company the company claims a one-for-two match compares
favorably. A key principle of rule 14a-8 and corporate governance is that shareholder voices are
intended to be heard more at the macro level of the company because the managers are
responsible for the details. Thus if 12-for-12 is the standard for detailed items in Nordstrom, the
standard should at least approach 100% at a much higher level of a company — not 50%.

For shareholders the greater importance of macro issues is supported by text in rule 14a-8:

i. Question 9: if | have complied with the procedural requirements, on what other
bases may a company rely to exclude my proposal? ...

7. Management functions: If the proposal deals with a matter relating to the
company's ordinary business operations.

In Nordstrom Inc., the company argued:

A comparison of the Proponent's "code of conduct” and the Guidelines reveals that the
Guidelines include each form of prohibited supplier conduct listed in the Proposal
and include the means to verify compliance as requested in the Proposal. The
Proponent, for example, requests that under the code of conduct the Company will not
do business with suppliers which:

(1) utilize forced or prison labor;

(2) employ children under compulsory school age or legal working age;

(3) fail to follow prevailing practice and local laws regarding wages and hours;
(4) fail to maintain a safe and heaithy working environment; or

(5) contribute to local environmental degradation.

In addition, the Proponent requests that the Company verify its suppliers’ compliance
through certification, regular inspections and/or other monitoring processes.

Under the Guidelines, the Company's vendors are expected to refrain from:

(1) utilizing prison or forced labor;

(2) utilizing child labor,;

(3) failing to offer wages, hours and overtime consistent with prevailing local industry
standards;

(4) failing to provide safe and healthy work environments for their workers;

(5) failing to demonstrate a commitment to the environment;

(6) failing to comply with all applicable legal requirements; or

(7) discriminating.




In Texaco Inc., 2001 SEC No-Act. LEXIS 136 (Jan. 30, 2001) a shareholder proposal, which
urged this company's board of directors to adopt, implement and enforce a workplace code of
conduct based upon the International Labor Organization's conventions on workplace human
rights, including the five principles set forth in the proposal, may not be omitted from the
company's proxy material under rule 14a-8(i)(10).

The company argued that the proposal had been substantially implemented because the company
already had endorsed the Sullivan Principles. The proponent noted that the Sullivan Principles
did not cover all of the subjects addressed by the International Labor Organization's Principles
nor were the Sullivan Principles co-extensive with them.

In PPG Industries, Inc., 2001 SEC No-Act. .LEXIS 124 (Jan. 22, 2001) the company was
required to include a proposal asking the board to adopt the International Labor Organization's
conventions on workplace human rights, including the five principles set forth in the proposal.
The company argued that it had substantially implemented the proposal because it had adopted
various policies, such as its EEO and Global Code of Ethics policies, or was subject to certain
laws, including the National Labor Relations Act and the ILO's Convention 105 regarding forced
labor which had been ratified by the U.S., relating to concemns raised in the proposal. The
proponent countered by pointing out precisely how the measures cited by the company fell
short of substantial implementation. The proponent also argued that the heart of the proposal
was to create a single document that explicitly and in one place committed the company to the
enumerated principles.

A vote is consistent with fiduciary duty

A vete gives the beard greater incentive to meet its fiduciary duty
The second part of this poison pill proposal emphasizes the importance of shareholder
opportunity to vote. This is reinforced by company response statements to shareholder
proposals which repeatedly state that companies carefully evaluate precatory shareholder votes.

For instance The Boeing Company 2003 response statement to the poison pill shareholder
proposal specifically noted the 50% vote the proposal topic received at the company 2003
annual meeting and added, “... the Board of Directors and its Governance and Nominating
Committee have carefully considered and evaluated the proposal, after being briefed on the
proposals’ historical, policy, economic and legal implications.” The Boeing Company seems to
have arranged a special briefing for the Board as a result of the shareholder vote.

It appears from The Boeing Company 2003 response statement that the non-binding shareholder
vote gave the board added incentive to consider its position on the proposal topic. Giving the
board added incentive to consider the merits of a key governance topic gives the board greater
incentive to meet its fiduciary duty to shareholders under state law.

The two-element policy calls for a vote at each of the two points. If the company sets up a
condition where it can avoid a vote at, particularly at the foundational element then there is no
substantial (extensive) implementation.




The board can take a false sense of security in knowing it can remove the policy at any time
without any shareholder vote at any time. This false sense of security can impact shareholder
value. It can also lead to management complacency and to the board marginally meeting fiduciary
duty or less.

The company has not provided a precedent where a proposal which called for a shareholder vote
under two circumstances was substantially implemented by a policy that enabled the company
to avoid both such votes.

Hewlett Packard (December 24, 2003) essentially said that half the baby was as good as the
whole baby on poison pills and shareholder votes. One possible interpretation of Hewlett
Packard is that it gives a company the power to repeal a poison pill policy as soon as it receives
a no action letter based on adopting that very policy.

The company has not claimed that the company would lack the power in this instance to take the
Office of Chief Council Response letter, issued on the substantially implemented issue, on day-
one and on day-two repeal the policy which was the linchpin to obtaining the day-one Response
letter.

The key point of this poison pill proposal is a shareholder vote. It does not seem credible that a
policy is substantially implemented when the company has the power to take a December 24,
2003 Response letter and on December 26, 2003 repeal the policy that was the linchpin to the
December 24, 2003 Response. Furthermore there would be no shareholder vote before or after.

The company has not provided a precedent where a Staff Response of substantial
implementation allowed the repeal of the policy critical to the staff Response. Thus the repeal
could be timed to the very minute after the fax arrival of the Staff Response letter. The company
has provided no argument rebutting the ability of the board to pass a resolution now that repeals
the policy once the Response letter comes through on the company fax machine.

Pfizer Inc. (PFE) in 2003 had the transparency to adopt this same half-baby policy with more
detail to reveal the limitations (from a shareholder viewpoint) of such a policy:

“This policy may be revised or repealed without prior public notice and the Board may
thereafter determine to act on its own to adopt a poison pill”

The enclosed Dow Chemical Company Adoption of Stockholder Rights (Poison Pill) Policy,
adopted February 13, 2003, prior to the company policy, added two key provisions beyond
what one company called its “as far as it can go” company policy:

1) Any stockholder rights plan so adopted by the Board without prior stockholder approval will
be submitted to a non-binding vote of stockholders as a separate ballot item at the next
subsequent meeting of Dow stockholders.

2) The Board shall not repeal this Policy without first submitting it to a non-binding vote of Dow
shareholders.

The company has not argued that the Dow Policy is contrary to state law.

The company has not submitted an argument stating that item 1) and 2) above are inconsistent
with a fiduciary out.




CH Alerts, Council Research Service, November 13, 2003 establishes concern regarding
meaningless poison pill policies. It stated:
SO FAR, WE'VE TRACKED 62 majority votes on poison pill proposals submitted in
2003. Only seven have adopted policies terminating their pills or amending their
policies.

3M, Hewlett-Packard and JP Morgan Chase, which also don't have poison pills,
responded to the majority votes by approving policies to get shareholder approval
before adopting any poison pills. But their policies include a huge loophole giving
their boards the right to adopt pills without prior shareholder approval if, as fiduciaries,
they decide a pill would be in the best interests of shareholders.

These clauses effectively render the policies meaningless.

The following are precedents where substantially implement was not concurred with.

Alaska Air Group, Inc. (March 31, 2003)

A shareholder proposal, which recommends that this company’s board of directors redeem any
poison pill previously issued and not adopt or extend any poison pill unless such adoption or
extension has been submitted to a shareholder vote, may not be omitted under rule 14a-8(i)(10).

AMR Corp. (April 4, 2003)

A shareholder proposal, which requests that this company annually submit to a shareholder vote
any poison pill adopted since the company's previous annual meeting and/or currently in place,
may not be omitted from the company's proxy material under rule 14a-8(i)(10).

3M Co. (Jan. 28, 2003)

A shareholder proposal, which requests that this company's board of directors "redeem any
poison pill previously issued (if applicable) and not adopt or extend any poison pill unless such
adoption or extension has been submitted to a shareholder vote," may not be omitted from the
company's proxy material under rule 14a-8(i)(10).

Sabre Holdings Corp. (March 20, 2003)

A shareholder proposal, which requests that this company's board of directors redeem any
poison pill previously issued and not adopt or extend any poison pill unless such adoption or
extension has been submitted to a shareholder vote, may not be omitted from the company's
proxy material under rule 14a-8(i)(10).

UST Inc. (Dec. 26, 2003)

A shareholder proposal, which requests that this company's board of directors "redeem any
poison pill previously issued (if applicable) and not adopt or extend any poison pill unless such
adoption or extension has been submitted to a shareholder vote," may not be omitted from the
company's proxy material under rule 14a-8(i)(10).

The proposal here goes beyond each of the above proposals in calling for a precatory vote if the
board repeals the foundational pill policy itself.

Fiduciary Out
A non-binding vote on the second part of this two-element proposal regarding the removal of the
proposal once adopted is consistent with a fiduciary out.




- Not all proposals with a fiduciary out are substantially identical
A non-binding vote on repealing a policy is consistent with a fiduciary out
Not all poison pill proposals with a fiduciary out are substantially identical. Both a two-point
policy and a one-point policy can have a fiduciary out. The fiduciary out of the two-point
policy does not force it to be substantially implemented by a one-point policy.

I do not believe that the company has met its burden of proof obligation according to rule 14a-8
on substantially implement in regard to a half-baby poison pill policy.
For the above reasons this is to respectfully request non-concurrence with the company no

action requests on this issue in particular.

Sincerely,

/ John Chevedden




The Dow Chemical Company
Midiand. Michugan 48674

CERTIFIED RESOLUTION

Adoption of Stockholder Rights Policy

RESOLVED, upon the recommendation of the Committee on Directors and Governance
that the Board of Directors adopt the following Stockholder Rights Policy for the
Company:

The Board of Directors shall obtain stockholder approval prior to adopting any stockhoider
rights plan; provided, however, that the Board may act on its own to adopt a stockholder
rights plan if, under the then current circumstances, the Board in the exercise of its -
fiduciary responsibilities, deems it to be in the best interest of Dow’s stockholders to adopt
a stockholder rights plan without the delay in adoption that would come from the time
reasonably anticipated for stockholder approval. Any stockholder rights plan so adopted
by the Board without prior stockholder approval will be §ubmin:cd to a non-binding vote of
stockholders as a separate ballot item at the next subsequent meeting of Dow stockholders.
The Board shall not repeal this Policy without first submitting it to a non-binding vote of
Dow stockholders.

Certification

I, Thomas E. Moran, Assistant Secretary of The Dow Chemical Company (the
“Company”), do hereby certify that the foregoing is a full, true and correct copy of a
resolution adopted at a meeting of the Board of Directors of the Company, held at the
offices of the Company in Midland, Michigan, on the 13* day of February, 2003, at which
meeting a quorum of the Board of Directors was present, and that, as of the date below,
such resolution has not been revoked, annulled or modified in any manner whatsoever, and
is in full force and effect.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the corporate seal of
the Company this 13* day of February, 2003.

i s, S

Thomas E. Moran, Assistant Secretary
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January 23, 2004
Poison Pill proposal attachment:
Further information on sources and precedents

With sentences of contrived company objections added to no support or thin support for many
such objections, companies may be considered subject to this statement from Martin Dunn,
currently Deputy Director, Division of Corporation Finance, Securities & Exchange Commission:

DUNN: If | can interject one thing. | would say the one thing we see that we are
spending more of our time on is what we always call the "(i)(3)" stuff regarding false
and misieading information. We're spending more of our time parsing through
sentences that companies are displeased with or think violate the proxy rules. |
don't know what we can do to reverse the trend of companies not properly presenting
their arguments. We tried to be clear about the process in the Staff Legal Bulletin. But |
have definitely seen that we are spending more and more of our time dealing with
sub-issues instead of broader issues. And if there are any ideas that anybody has as
to how to make that less of the focus, | would love to hear them.

Source:

""Shareholder Proposals: What to Expect in the 2002 Proxy Season"

Teleconference Transcript - Tuesday, November 27, 2001
http://www.realcorporatelawyer.com/misc/teletran.html

Panel:

* Martin Dunn, Associate Director (Legal), Division of Corporation Finance, Securities &
Exchange Commission

* Pat McGurn, Director of Corporate Programs, Institutional Shareholder Services

* Nell Minow, Editor, The Corporate Library

* John Wilcox, Vice Chairman, Georgeson Shareholder

* Beth Young, Corporate governance consultant, former Shareholder Initiatives Coordinator,
AFL-CIO

The Council of Institutional Investors www.cii.org formally recommends adoption of this
[poison pill] proposal topic and also proposals which are supported by a majority of votes cast.
Source: Council of Institutional Investors Corporate Governance Policies updated

September 4, 2003

Contrary to some company- claims, there is no proposal text that Council of Institutional
Investors recommendations are focused on one particular company. Companies produced no
evidence that this proposal topic has been submitted to only one company. Companies have not
claimed that stating a Council policy applies to a// companies would be incorrect.

This topic also won an overall 60% yes-vote at 79 companies in 2003.
Source: IRRC Corporate Governance Bulletin, June — Sept. 2003

Pills Entrench Current Management
The following proposal text is virtually an exact quote from “Take on the Street,” page 215, by
Arthur Levitt, SEC Chairman, 1993-2001:




“They [poison pills] entrench the current management, even when it’s doing a poor job. They
water down shareholders’ votes and deprive them of a meaningful vote in corporate affairs.”

Poison Pill Negative
The key negative of poison pills is that pills can preserve management deadwood.
Source: Moringstar.com, Aug. 15, 2003

Diluted Stock
An anti-democratic management scheme [poison pill] to flood the market with diluted stock is

not-areason that a tender offer for our stock should fail.
Source: The Motley Fool, June 13, 1997

Like a Dictator
Poison pills are like a dictator who says, “Give up more of your freedom and I'll take care of

you.
T.J. Dermot Dunphy, CEO of Sealed Air (NYSE) for 25 years
Source: The Wall Street Journal, April 28, 1999.

Recent Precedents
Proposal text conceming the 60% vote, The Motley Fool, Momingstar.com, Mr. Dunphy and
www.cii.org was found to be includable with modification in UGI Corporation (December 18,
2003). _

Proposal text concerning The Wall Street Journal article, Feb. 24, 2003 was found to be
includable with modification in Monsanto Company (November 26, 2003).

The Response letter in The ServiceMaster Company (Jan. 13, 2004) stated:
“s provide a citation to a specific source for the statement ‘6% of stock is held by insiders’;”

Website Address
Companies often fail to explain how objections meet the SLB 14 standard:
Companies seeking to exclude a website address under rule 14a-8(i)(3) should
specifically indicate why they believe information contained on the particular website
is materially false or misleading, irrelevant to the subject matter of the proposal or
otherwise in contravention of the proxy rules.

FirstEnergy (March 10, 2003) and FirstEnergy (March 17, 2003) both did not concur with the
FirstEnergy request to exclude www.cii.org.

Some companies cite obsolete pre-SLB 14 website precedents such as Emerging Germany Fund
Inc. (Dec. 22, 1998).

The hidden premise of company opposition to respected corporate governance websites, such as
the Council of Institutional Investors, is that shareholders have non-existent or rudimentary
internet capabilities. Furthermore search tools such as “Command: Find” are yet to be invented.

Disingenuous company position




- Some companies are in the disingenuous position of arguing against URLs purportedly because
URLSs can direct shareholders to more information and then claiming shareholders must have more
information “to conduct an independent review.”




3 — Shareholder Input on Poison Pills

RESOLVED: Shareholders request that our Directors increase shareholder voting rights and
submit the adoption, maintenance or extension of any poison pill to a shareholder vote as a
separate ballot item as soon as may be practical. Also once this proposal is adopted, any
dilution or removal of this proposal is requested to be submitted to a shareholder vote as a
separate ballot item at the earliest possible shareholder election. Directors have the flexibility of
discretion accordingly in scheduling the earliest shareholder vote and in responding to shareholder
votes.

We as shareholders voted in support of this topic:

Year Rate of Support
2002 62%
2003 60%

This percentage is based on yes and no votes cast. I believe this level of shareholder support is
more impressive because the 60% support followed our Directors’ objection to the proposal. I
believe that there is a greater tendency for shareholders, who more closely follow our company,
to vote in favor of this proposal topic. I do not see how our Directors object to this proposal
because it gives our Directors the flexibly to Q&emde our shareholder vote if our Directors
seriously believes they have a good reason. This topic also won an overall 60% yes-vote at 79
companies in 2003.

Emil Rossi, P.O. Box 249, Boonville, Calif. 95415 submitted this proposal.

Shareholders’ Central Role
Putting poison pills to a vote is a way of affirming the central role that shareholders should play
in the life of a corporation. An anti-democratic scheme to flood the market with diluted stock is
not a reason that a tender offer for our stock should fail.

Source: The Motley Fool

The key negative of poison pills is that pills can preserve management deadwood instead of
protecting investors.
Source: Moringstar.com

The Potential of a Tender Offer Can Motivate Our Directors
Hectoring directors to act more independently is a poor substitute for the bracing possibility that
shareholders could turn on a dime and sell the company out from under its present management.
Wall Street Journal, Feb. 24, 2003

AKkin to a Dictator
Poison pills are akin to a dictator who says, “Give up more of your freedom and I’ll take care of

you.

J N Tt e wassevesa ssswew L waiwewaivs W wWMSMGW [ U A MUM WAL AW DU MR

Source: T.J. Dermot Dunphy, CEO of Sealed Air (NYSE) for more than 25 years

I believe our board may be tempted to partially implement this proposal to gain points in the
new corporate governance scoring systems. I do not believe that a partial implementation, which




could still allow our directors to give us a poison pill on short notice, would be a substitute for
complete implementation.

Council of Institutional Investors Recommendation
The Council of Institutional Investors www.cii.org, an organization of 130 pension funds
investing $2 trillion, called for shareholder approval of poison pills. Based on the 60% overall
yes-vote in 2003 many shareholders believe companies should allow their shareholders a vote.

Shareholder Input on Poison Pills
Yes on 3

Notes:
The above format is the format submitted and intended for publication.

Please advise if there is any typographical question.

The company is requested to assign a proposal number (represented by “3” above) based on the
chronological order in which proposals are submitted. The requested designation of “3” or higher
number allows for ratification of auditors to be item 2.

References:

The Motley Fool, June 13, 1997

Moringstar.com, Aug. 15, 2003

Mr. Dunphy’s statements are from The Wall Street Journal, April 28, 1999.

IRRC Corporate Governance Bulletin, June — Sept. 2003~

Council of Institutional Investors, Corporate Governance Policies, March 25, 2002

Please advise within 14 days if the company requests help to locate these or other references.

o




- JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 310-371-7872
6 Copies January 31, 2004

7th copy for date-stamp return Via Airbill

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
Mail Stop 0402

450 Fifth Street, NW

Washington, DC 20549

Rebuttal to No Action Request
Allstate Corporation (ALL)
Poison Pill Proposal

Emil Rossi

Ladies and Gentlemen:
This is in further support of the January 23, 2004 letter.

The shareholder proposal states:

RESOLVED: Shareholders request that our Directors increase shareholder voting rights and
submit the adoption, maintenance or extension of any poison pill to a shareholder vote as a
separate ballot item on the next shareholder ballot. Also once this proposal is adopted, any
dilution or removal of this proposal is requested to be submitted to a shareholder vote as a
separate ballot item at the earliest possible shareholder election.

The company policy states:

The Board shall obtain shareholder approval prior to adopting any shareholder rights plan;
provided, however, that the Board may act on its own to adopt a shareholder rights plan if, under
the then current circumstances, in the reasonable business judgement of the independent
directors, the fiduciary duties of the Board would require it to adopt a rights plan without prior
shareholder approval. The retention of any rights plan so adopted by the Board will be
submitted to a vote of shareholders as a separate ballot item at the next subsequent annual
meeting of Allstate shareholders and, if not approved, such rights plan will expire within one year
after such meeting.

The following provisions are not implemented in the company policy:

1. A vote is not needed to adopt a pill (“due to timing concerns”).

2. Since no vote is required to adopt a pill then the first “shareholder vote as a separate ballot
item” is not implemented.

3. No vote whatsoever is needed for a pill with a 364-day term (“within one year of adoption”).
4. No vote is required ever to repeal the entire policy.

5. Since no vote is required to repeal the entire policy then the second “shareholder vote as a
separate ballot item” is not implemented.




6. Since no vote is required to repeal the entire policy then “earliest election date” is not
implemented.

An annotated version of the compay policy could read:

Although this policy is in response to a request for the earliest vote we built in a delay of one-
year. This one year delay in a vote will apply even though there may be a regular or special
shareholder meeting held before one year. This one year delay in a vote will apply even if we
have to schedule a special meeting for this one purpose. In fact this one-year delay is so
impractical that it could serve as a good reason for shareholders to support a repeal of the entire
policy.

This one-year grace-period allows the board to have a poison pill in force for one-year
regardless of when a regular or special shareholder meeting is scheduled. This shareholder vote
can bypass any special meeting of shareholders. This entire foundational policy may be repealed
or revised without prior public notice and without any subsequent shareholder vote within any
foreseeable period. This policy, which is the key part of our no action request, can be repealed as
soon as we receive a no action Response from the Office of Chief Counsel.

I do not believe the company has met its burden of proof obligation according to rule 14a-8.

For the above reasons this is to respectfully request non-concurrence with the company no
action request.

Sincerely,

éﬁ)hn Chevedden

cc:
Emil Rossi
Edward Liddy




JOHN CHEVEDDEN

. 2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 310-371-7872
6 Copies January 31, 2004

7th copy for date-stamp return Via Airbill

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
Mail Stop 0402

450 Fifth Street, NW

Washington, DC 20549

Poison Pill Proposals and
Not Substantially (Extensively) Implemented

Ladies and Gentlemen:

Hewlett Packard (December 24, 2003) essentially said that half the baby was as good as the
whole baby on poison pills and shareholder votes. One possible interpretation of Hewlett
Packard is that it gives a company the power to repeal a poison pill policy as soon as it receives
a no action letter based on adopting that very policy.

The company has not claimed that the company would lack the power in this instance to take the
Office of Chief Council Response letter, issued on the substantially implemented issue, on day-
one and on day-two repeal the policy which was the linchpin to obtaining the day-one Response
letter.

The key point of this poison pill proposal is a shareholder vote. It does not seem credible that a
policy is substantially implemented when the company has the power to take a December 24,
2003 Response letter and on December 26, 2003 repeal the policy that was the linchpin to the
December 24, 2003 Response. Furthermore there would be no shareholder vote before or after.

The company has not provided a precedent where a Staff Response of substantial
implementation allowed the repeal of the policy critical to the staff Response the instant that the
company received the staff Response.

Thus the repeal could be timed to the very minute after the fax arrival of the Staff Response
letter. The company has provided no argument rebutting the ability of the board to pass a
resolution now that repeals the policy once the Response letter comes through on the company
fax machine.

Pfizer Inc. (PFE) in 2003 had the transparency to adopt this same half-baby policy with more
detail to reveal the limitations (from a shareholder viewpoint) of such a policy:

“This policy may be revised or repealed without prior public notice and the Board may
thereafter determine to act on its own to adopt a poison pill”




-

The Dow Chemical Company Adoption of Stockholder Rights (Poison Pill) Policy, adopted
February 13, 2003, prior to the company policy, added two key provisions beyond what one
company called its “as far as it can go” company policy:

1) Any stockholder rights plan so adopted by the Board without prior stockholder approval will
be submitted to a non-binding vote of stockholders as a separate ballot item at the next
subsequent meeting of Dow stockholders.

2) The Board shall not repeal this Policy without first submitting it to a non-binding vote of Dow
shareholders.

The company has not argued that the Dow Policy is contrary to state law.

The company has not submitted an argument stating that item 1) and 2) above are inconsistent
with a fiduciary out.

The company has not made any analogous claim that a Board of Directors, which permits
ratification of auditors, has abdicated its responsibility for the selection of auditors.

Element — An Essential Component -
The following is additional material which applies to a poison pill proposal for a two-element
single-concept policy calling for:
1) A shareholder vote policy regarding a poison pill
Plus
2) A shareholder vote if the foundational policy is repealed after adoption.

The ability to have a vote on repealing the foundational policy is critical to the underlying policy

having any meaning.
This letter addressees the substantially implemented issue.

The two-element policy calls for a vote at each of two points. There is no substantial
implementation if the company sets up a condition:

1) Where the company has complete control

2) And the company can avoid a vote at both element-one and element -two

In many proposals 6-elements are missing such as:

The following provisions are thus not implemented in the company policy:

1. A vote is not needed to adopt a pill (“unless the Board ...”).

2. Since no vote is required to adopt a pill then the first “shareholder vote as a separate ballot
item” is not implemented.

3. No vote whatsoever is needed for a pill with a 364-day term (“within one year™).

a. If the pill “expires™ after 364-days a new pill can be adopted.

b. This expire-and-adopt-again cycle can be repeated year after year.

4. No shareholder vote ever applies to repealing the entire policy.

5. Since no vote is required to repeal the entire policy then the second “as a separate ballot item”
is not implemented.

6. Since no vote is required to repeal the entire policy then “earliest election date” is not
implemented.




SEC Release No. 34-20091 said “The Commission proposéd an interprefative change to permit
the omission of proposals that have been ‘substantially implemented by the issuer.”” The key
phrase is “substantially implemented by the issuer.”

The proposal does not seem to be substantially implemented if the foundational policy of the
proposal can be repealed at will or at whim by the board without a corresponding non-binding
vote. :

The second element of the proposal is arguably of greater importance because without it the first
element of the proposal could be moot.

The company is in the inscrutable position of claiming that adopting the first half of the two-
element policy compares favorably with adopting the whole policy. It is like half the baby is as
good as the whole baby. Nordstrom Inc., claimed a favorable 12-for-12 match in Nordstrom Inc.,
1995 SEC No-Act. LEXIS 226 (Feb. 8, 1995). Yet the company now claims that one-for-two is
as favorable 12-for-12 when addressing the poison pill topic.

In Nordstrom Inc., the staff allowed a company to exclude a proposal where the company
demonstrated that it already had adopted policies or taken actions to address each of 12 points of
the proposal.

In Nordstrom a 12-for-12 match at a detail level of the company was apparently established in
order to obtain concurrence.

At the highest level of the company the company claims a one-for-two match compares
favorably. A key principle of rule 14a-8 and corporate governance is that shareholder voices are
intended to be heard more at the macro level of the company because the managers are
responsible for the details. Thus if 12-for-12 is the standard for detailed items in Nordstrom, the
standard should at least approach 100% at a much higher level of a company — not 50%.

For shareholders the greater importance of macro issues is supported by text in rule 14a-8:

i. Question 9: if | have complied with the procedural requirements, on what other
bases may a company rely to exclude my proposal? ...

7. Management functions: If the proposal deals with a matter relating to the
company's ordinary business operations.

In Nordstrom Inc., the company argued:

A comparison of the Proponent's "code of conduct" and the Guidelines reveals that the
Guidelines include each form of prohibited supplier conduct listed in the Proposal
and include the means to verify compliance as requested in the Proposal. The
Proponent, for example, requests that under the code of conduct the Company will not
do business with suppliers which:

(1) utilize forced or prison labor;

(2) employ children under compulsory school age or legal working age;

(3) fail to follow prevailing practice and local laws regarding wages and hours;
(4) fail to maintain a safe and healthy working environment; or

(5) contribute to local environmental degradation.




In addition, the Proponent requests that the Company ver‘r?y its suppliers' compliance>
through certification, regular inspections and/or other monitoring processes.

Under the Guidelines, the Company's vendors are expected to refrain from:

(1) utilizing prison or forced labor;

(2) utilizing child labor;

(3) failing to offer wages, hours and overtime consistent with prevailing local industry
standards;

(4) failing to provide safe and healthy work environments for their workers;

(5) failing to demonstrate a commitment to the environment;

(6) failing to comply with all applicable legal requirements; or

(7) discriminating.

Cll Alerts, Council Research Service, November 13, 2003 establishes concern
regarding meaningless poison pill policies. It stated:
SO FAR, WE'VE TRACKED 62 maijority votes on poison pill proposals submitted in
2003. Only seven have adopted policies terminating their pills or amending their
policies.

3M, Hewlett-Packard and JP Morgan Chase, which also don’t have poison pills,
responded to the majority votes by approving policies to get sharehoider approval
before adopting any poison pills. But their policies inciude a huge loophole giving
their boards the right to adopt pills without prior shareholder approval if, as fiduciaries,
they decide a pill would be in the best interests of shareholders.
These clauses effectively render the policies meaningless.

The following is a recent precedent where substantially implement was not concurred with.
Continental Airlines, Inc. (January 28, 2004)

“The Proposal requests that the board submit any adoption, maintenance or extension of a
poison pill to a shareholder vote and further requests that once adopted, any material change or
discontinuing of this proposal be submitted to a shareholder vote at the earliest possible
shareholder ballot.

“We are unable to concur in your view that Continental may exclude the proposal under rule 14a-
8(i)(10). Accordingly, we do not believe that Continental may omit the proposal from its proxy
material in reliance on rule 14a-8(i}(10).”

I do not believe that the company has met its burden of proof obligation accordmg to rule 14a-8
on substantially implement in regard to a half-baby poison pill policy.
For the above reasons this is to respectfully request non-concurrence with the company no

action requests on this issue in particular.

Sincerely,

A et

(/4




JOHN CHEVEDDEN
2215 Nelson Avenue, No. 205

Redondo Beach, CA 90278 310-371-7872
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Rebuttal to No Action Request
Allstate Corporation (ALL)
Poison Pill Proposal

Ladies and Gentlemen:
This is in further support of the January 23, 2004 and January 31, 2004 rebuttal letters.

Non-Functional Company Policy due to Lack of Transparency

The company claims that a shareholder proposal which calls for the transparency of a vote can
be substantially implemented by a policy that has no transparency:

1. No announcement of policy adoption.

2. No announcement if policy repealed.

The shareholder proposal states:

RESOLVED: Shareholders request that our Directors increase shareholder voting rights and
submit the adoption, maintenance or extension of any poison pill to a shareholder vote as a
separate ballot item on the next shareholder ballot. Also once this proposal is adopted, any
dilution or removal of this proposal is requested to be submitted to a shareholder vote as a
separate ballot item at the earliest possible shareholder election.

The company policy states:

The Board shall obtain shareholder approval prior to adopting any shareholder rights
plan; provided, however, that the Board may act on its own to adopt a shareholder
rights plan if, under the then current circumstances, in the reasonable business
judgement of the independent directors, the fiduciary duties of the Board would
require it to adopt a rights plan without prior shareholder approval. The retention of
any rights plan so adopted by the Board will be submitted to a vote of shareholders as
a separate ballot item at the next subsequent annual meeting of Alistate shareholders
and, if not approved, such rights plan will expire within one year after such meeting.

The foilowing provisions are not implemented in the company policy:

1. A vote is not needed to adopt a pill (“due to timing concerns™).

2. Since no vote is required to adopt a pill then the first “shareholder vote as a separate ballot
item” is not implemented.




3. No vote is required ever to repeal the entire policy.
4. Since no vote is required to repeal the entire policy then the second “shareholder vote as a

separate ballot item” is not implemented.
5. Since no vote is required to repeal the entire policy then “earliest election date” is not

implemented.
I do not believe the company has met its burden of proof obligation according to rule 14a-8.

For the above reasons this is to respectfully request non-concurrence with the company no
action request.

Sincerely,

J John Chevedden

cc:
Emil Rossi
Edward Liddy
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Rebuttal to No Action Request ;;3 T
Allstate Corporation (ALL) LR
Poison Pill Proposal L

Ladies and Gentlemen:

This is in further support of the January 23, 2004, January 31, 2004 and February 7, 2004
rebuttal letters.

The shareholder proposal states:

RESOLVED: Shareholders request that our Directors increase shareholder voting rights and
submit the adoption, maintenance or extension of any poison pill to a shareholder vote as a
separate ballot item on the next shareholder ballot. Also once this proposal is adopted, any
dilution or removal of this proposal is requested to be submitted to a shareholder vote as a
separate ballot item at the earliest possible shareholder election.

The company policy states:

The Board shall obtain shareholder approval prior to adopting any shareholder rights
plan; provided, however, that the Board may act on its own to adopt a shareholder .
rights plan if, under the then current circumstances, in the reasonable business
judgement of the independent directors, the fiduciary duties of the Board would
require it to adopt a rights plan without prior shareholder approval. The retention of
any rights plan so adopted by the Board will be submitted to a vote of shareholders as
a separate ballot item at the next subsequent annual meeting of Allstate shareholders
and, if not approved, such rights plan will expire within one year after such meeting.

Company policy for an artificial one-year time-out vote exclusion is not part of the
shareholder proposal

The company inscrutably claims that a policy that mandates an artificial time-out period to
exclude a shareholder vote purportedly implements a policy calling for a shareholder vote on an
issue where time is of the essence. The Richard, Layton & Finger January 30, 2004 Opinion on
poison pills states that “time is of the essence.”

There is no logical reason for a pill to have a one-year time-out or delay on a vote when the board
can adopt a pill at any time during the year.




A non-sustaining policy cannot implement a sustaining shareholder proposal

The company “Board Policy” completely fails to address a sustaining part of the proposal:
“Also once this proposal is adopted, dilution or removal of this proposal is requested to be
submitted to a shareholder vote at the earliest possible shareholder election.” Without this key
part the shareholder proposal is subject to manipulation at the expense of shareholders because
the “Board Policy” can be removed secretly at any time and removed without a shareholder vote
at any time. Any time the board feels uncomfortable without a poison pill, the Board can simply
repeal the “Board Policy” without notice.

The company gives no precedent for a continuing and sustaining proposal to be replaced by a
non-sustaining policy that can be secretly repealed.
[ do not believe the company has met its burden of proof obligation according to rule 14a-8.

For the above reasons this is to respectfully request non-concurrence with the company no
action request.

Sincerely,

éohn Chevedden

cc:
Emil Rossi
Edward Liddy




