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ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted Assets Net Admitted
Assets Nonadmitted Assets (Cols. 1-2) Assets

1. Bonds (Schedule D) ... 25,376,295,554 | | 25,376,295,554 | .. 25,036,009,077
2. Stocks (Schedule D):
2.1 Preferred stocks 63,865,604 63,865,604 | ... ... 68,348,329
2.2 Common stocks 8,403,708,702 | ... 5,138,113 | . 8,398,570,589 | . . 7,630,304,094
3. Mortgage loans on real estate (Schedule B):
3.1 First liens 280,368,275 280,368,275 [ ... 295,717,767
3.2 Other than first liens.
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less $ ...
encumbrances) 252,633,337 252,633,337 | ... 264,471,873
4.2 Properties held for the production of income (less
L J encumbrances) 93,569,519 93,569,519 | . 77,061,260
4.3 Properties held for sale (less $ ...
encumbrances) 2,000,000
5. Cash($ ... (740,746,265) , Schedule E - Part 1), cash equivalents
% 295,121,191 , Schedule E - Part 2) and short-term
investments ($ ... 1,559,844,993 | Schedule DA) 1,114,219,919 1,114,219,919 [ .. 242,676,421
6. Contract loans (including$ ... premium notes) ...
7. Derivatives (Schedule DB) 19,438,210 19,438,210 [ ... 12,312,619
8. Other invested assets (Schedule BA) 3,661,408,135 | . 24,930,926 | . 3,636,477,209 | . . 3,253,647,695
9. Receivable for securities 6,934,716 6,934,716 | ... 67,580,434
10. Securities lending reinvested collateral assets (Schedule DL) 1,431,993 1,431,993 | 21,873,700
11.  Aggregate write-ins for invested i
12.  Subtotals, cash and invested assets (Lines 1 to 11) 39,273,873,965 | ... 30,069,039 | ... 39,243,804,926 | ... 36,972,003,268
13. Title plants less $ ..o charged off (for Title insurers
only)
14. Investment income due and accrued 217,557,263 217,557,263 |............. 217,491,794
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection|..._.....__. 1,311,716,728 | ... 39,979,895 | 1,271,736,833 |.......... 1,178,785,350
15.2 Deferred premiums and agents' balances and installments booked but
deferred and not yet due (including $
earned but unbilled premiums) 3,304,252,657 3,304,252,657 | .. 3,346,744,279
15.3 Accrued retrospective premiums ($ ... )and
contracts subject to redetermination ($ ... ) — 2,101,310
16. Reinsurance:
16.1 Amounts recoverable from reinsurers 64,137,815 64,137,815 | 63,916,351
16.2 Funds held by or deposited with reinsured companies 190,954 | 112,508 78,446 539,028
16.3 Other amounts receivable under reinsurance contracts 518,833 518,833 | 11
17.  Amounts receivable relating to uninsured plans
18.1 Current federal and foreign income tax recoverable and interest thereon ____.
18.2 Net deferred tax asset 1,292,199,481 [ 103,756,928 [ .. 1,188,442,553 | . 1,194,417,506
19. Guaranty funds receivable or on deposit
20. Electronic data processing equipment and software 338,268,043 | ... 268,187,665 | ... 70,080,378 [ ... 65,294,001
21.  Furniture and equipment, including health care delivery assets
$ ) e b 288,694,002 | 288,694,002
22. Net adjustment in assets and liabilities due to foreign exchange rates
23. Receivables from parent, subsidiaries and affiliates 199,855,869 199,855,869 | ... ... 171,126,777
24. Healthcare ($ oo ) and other amounts receivable ..
25. Aggregate write-ins for other than invested assets 261,528,567 | ... 197,763,200 [ ... 63,765,367 | .. 58,750,224
26. Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 12 to 25) 46,552,794 177 | 928,563,237 | ... 45,624,230,940 | . . 43,271,169,901
27. From Separate Accounts, Segregated Accounts and Protected Cell
Accounts
28. Total (Lines 26 and 27) 46,552,794, 177 928,563,237 45,624,230,940 43,271,169,901
DETAILS OF WRITE-INS
1101.
1102.
1103.
1198.  Summary of remaining write-ins for Line 11 from overflow page
1199. Totals (Lines 1101 thru 1103 plus 1198)(Line 11 above)
2501.  Accounts receivable 61,300,831 274,739 61,026,092 | 54,496,176
2502. Prepaid assessments 65,210,741 | ... 63,007,121 | ... 2,203,620 | ... 3,056,715
2503. MCCA refund 465,370 465,370 |
2598. Summary of remaining write-ins for Line 25 from overflow page ............... ] 134,551,625 | 134,481,340 70,285 1,197,333
2599. Totals (Lines 2501 thru 2503 plus 2598)(Line 25 above) 261,528,567 197,763,200 63,765,367 58,750,224




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS

Current Year PriorzYear
1. Losses (Part 2A, Line 35, Column 8) 12,868,748,709 | ... 12,113,006, 788
2. Reinsurance payable on paid losses and loss adjustment expenses (Schedule F, Part 1, Column 6) 1,216,552 632,298
3. Loss adjustment expenses (Part 2A, Line 35, Column 9) 3,557,060,649 ..3,392,316,422
4. Commissions payable, contingent commissions and other similar charges 182,330,634 | 176,134,068
5. Other expenses (excluding taxes, licenses and fees) 997,405,650 | ... 893,174,398
6. Taxes, licenses and fees (excluding federal and foreign income taxes) 104,710,719 | 103,694,534
7.1 Current federal and foreign income taxes (including $ ..., on realized capital gains (losses)) ............|..........338,748,504 | - 111,206,691
7.2 Net deferred tax liability
8. Borrowed money$ . and interest thereon $
9. Unearned premiums (Part 1A, Line 38, Column 5) (after deducting unearned premiums for ceded reinsurance of

$ ] 166,690,998 and including warranty reserves of $ and accrued accident and

health experience rating refunds including $ for medical loss ratio rebate per the Public Health

Service Act) 9,903,638,512 ..9,781,900, 159
10. Advance premium 296,683,758 292,057,689
11. Dividends declared and unpaid:
11.1 Stockholders
11.2 Policyholders
12. Ceded reinsurance premiums payable (net of ceding commissions) 5,830,881 | . ... 1,089,592
13.  Funds held by company under reinsurance treaties (Schedule F, Part 3, Column 19) 2,331,433 | . 2,599,527
14.  Amounts withheld or retained by company for account of others 32,454,591 30,516,762
15.  Remittances and items not allocated 20,466,698 | . 16,595,990
16.  Provision for reinsurance (including $ oo certified) (Schedule F, Part 8) 39,285,477 | ... 42,809,269
17. Net adjustments in assets and liabilities due to foreign exchange rates 10,808 15,532
18. Drafts outstanding
19. Payable to parent, subsidiaries and affiliates 214,366,073 | . 224,950,750
20. Derivatives 5,476,013 | ... 3,274,964
21. Payable for securities 503,026,559 | ... 117,997,778
22. Payable for securities lending 578,135,741 | .. ... 289,636, 140
23. Liability for amounts held under uninsured plans
24. Capitalnotes$ ... and interest thereon $
25.  Aggregate write-ins for liabilities 412,355,355 359,288,309
26. Total liabilities excluding protected cell liabilities (Lines 1 through 25) 30,064,283,316 | ... 27,952,897,659
27. Protected cell liabilities
28. Total liabilities (Lines 26 and 27) 30,064,283,316 | ... 27,952,897,659
29. Aggregate write-ins for special surplus funds 37,724,657 | . 50,160,962
30. Common capital stock 3,903,300 | 3,903,300
31. Preferred capital stock
32. Aggregate write-ins for other than special surplus funds
33. Surplus notes
34. Gross paid in and contributed surplus 3,398,126, 117 | ... 3,369,449,309
35.  Unassigned funds (surplus) 12,120,193,550 | ... 11,894,758,671
36. Less treasury stock, at cost:
36.1 shares common (value included in Line 30 $ )
36.2 shares preferred (value included in Line 31 $ )
37.  Surplus as regards policyholders (Lines 29 to 35, less 36) (Page 4, Line 39) 15,559,947,624 15,318,272,242
38. TOTALS (Page 2, Line 28, Col. 3) 45,624,230,940 43,271,169,901
DETAILS OF WRITE-INS
2501. Accounts payable 236,338,679 | .. ..185,205,291
2502. Reserve for uncashed checks 114,848,757 | ..o 122,342,632
2503. Deferred gain on intercompany asset transfers 26,328,139 [ ... 2,104,904
2598. Summary of remaining write-ins for Line 25 from overflow page 34,839,780 | 49,635,482
2599. Totals (Lines 2501 thru 2503 plus 2598)(Line 25 above) 412,355,355 359,288,309
2901. Deferred gain on sale/leaseback 32,515,917 36,439,125
2902. SCOR retroactive reinsurance account 5,208,740 | ... 13,721,837
2903.
2998. Summary of remaining write-ins for Line 29 from overflow page
2999. Totals (Lines 2901 thru 2903 plus 2998)(Line 29 above) 37,724,657 50, 160,962
3201.
3202.
3203.
3298. Summary of remaining write-ins for Line 32 from overflow page
3299. Totals (Lines 3201 thru 3203 plus 3298)(Line 32 above)




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

STATEMENT OF INCOME

1
Current Year

2
Prior Year

UNDERWRITING INCOME
Premiums earned (Part 1, Line 35, Column 4)

28,367,319,128

,,,,,,,,,,,, 27,444 ,832,414

DEDUCTIONS:
2. Losses incurred (Part 2, Line 35, Column 7) 17,171,545,260 | .. 116,318,248, 104
3. Loss adjustment expenses incurred (Part 3, Line 25, Column 1) 3,219,436,151 | ... 2,918,123,508
4.  Other underwriting expenses incurred (Part 3, Line 25, Column 2) 7,159,729,268 | .. ... 7,075,191,705
5. Aggregate write-ins for underwriting deductions
6. Total underwriting deductions (Lines 2 through 5) 27,550,710,679 26,311,563,316
7. Netincome of protected cells
8. Net underwriting gain or (loss) (Line 1 minus Line 6 plus Line 7) 816,608,449 [ ... 1,133,269,097
INVESTMENT INCOME
9. Netinvestment income earned (Exhibit of Net Investment Income, Line 17) 1,136,738,212 | ... 1,411,718,053
10. Net realized capital gains or (losses) less capital gains tax of $§ .- 129,902,781 (Exhibit of Capital
Gains (Losses) ) (199,748,270) (229,249,572)
11.  Net investment gain (loss) (Lines 9 + 10) 936,989,942 | 1,182,468 ,481
OTHER INCOME
12.  Net gain (loss) from agents’ or premium balances charged off (amount recovered
. J amount charged off$ 103,601,635 ) (103,601,635)f. ... | (98,007,245)
13.  Finance and service charges not included in premiums 220,043,443 | ... 219,986,007
14.  Aggregate write-ins for miscellaneous income (4,611,174) (11,462,179)
15.  Total other income (Lines 12 through 14) 111,830,634 110,516,582
16. Netincome before dividends to policyholders, after capital gains tax and before all other federal and foreign income taxes
(Lines 8 + 11 + 15) 1,865,429,024 | . 2,426,254,161
17. Dividends to policyholders 9,936
18. Netincome, after dividends to policyholders, after capital gains tax and before all other federal and foreign income taxes
(Line 16 minus Line 17) 1,865,429,024 | . 2,426,244 ,225
19. Federal and foreign income taxes incurred 485,599,011 720,806,343
20. Netincome (Line 18 minus Line 19)(to Line 22) 1,379,830,013 1,705,437,881
CAPITAL AND SURPLUS ACCOUNT
21. Surplus as regards policyholders, December 31 prior year (Page 4, Line 39, Column 2) 15,318,272,241 | ... 16,265,562,743
22.  Netincome (from Line 20) 1,379,830,013 | ... 1,705,437,881
23. Net transfers (to) from Protected Cell accounts
24. Change in net unrealized capital gains or (losses) less capital gains taxof $ ... 154,801,655 605,591,454 (199,942,933)
25. Change in net unrealized foreign exchange capital gain (loss) 9,007,121 (48,295,499)
26. Change in net deferred income tax 19,362,959 65,509,557
27. Change in nonadmitted assets (Exhibit of Nonadmitted Assets, Line 28, Col. 3) 76,178,235 (300,308,888)
28. Change in provision for reinsurance (Page 3, Line 16, Column 2 minus Column 1) 3,523,792 [ ... 10,568,100
29. Change in surplus notes
30. Surplus (contributed to) withdrawn from protected cells
31. Cumulative effect of changes in accounting principles
32. Capital changes:
32.1 Paid in 1,200,000
32.2 Transferred from surplus (Stock Dividend) (1,200,000)
32.3 Transferred to surplus
33.  Surplus adjustments:
33.1 Paid in 28,676,808 | ... 43,772,281
33.2 Transferred to capital (Stock Dividend)
33.3 Transferred from capital
34. Net remittances from or (to) Home Office
35. Dividends to stockholders (1,904,797,000)f........... (2,313,455,000)
36. Change in treasury stock (Page 3, Lines 36.1 and 36.2, Column 2 minus Column 1)
37. Aggregate write-ins for gains and losses in surplus 24,302,000 89,424,000
38. Change in surplus as regards policyholders for the year (Lines 22 through 37) 241,675,382 (947,290,501)
39. Surplus as regards policyholders, December 31 current year (Line 21 plus Line 38) (Page 3, Line 37) 15,559,947 ,624 15,318,272,241
DETAILS OF WRITE-INS
0501.
0502.
0503.
0598. Summary of remaining write-ins for Line 5 from overflow page
0599. Totals (Lines 0501 thru 0503 plus 0598)(Line 5 above)
1401. Retroactive reinsurance gain (3,338,050)f ..o (36,798)
1402. Allocated share of loss on sale of fixed assets (2,147,035)] ................. (10,101,691)
1403. Fines and penalties 873,911 (1,323,690)
1498. Summary of remaining write-ins for Line 14 from overflow page
1499. Totals (Lines 1401 thru 1403 plus 1498)(Line 14 above) (4,611,174) (11,462,179)
3701. Transition obligation for postretirement benefits 24,302,000 | ... 89,424,000
3702.
3703.
3798. Summary of remaining write-ins for Line 37 from overflow page
3799. Totals (Lines 3701 thru 3703 plus 3798)(Line 37 above) 24,302,000 89,424,000




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

CASH FLOW

Cash from Operations

1. Premiums collected net of reinsurance

1

Current Year

2

Prior Year

28,409,313,036

2. Net investment income

3. Miscellaneous income

4. Total (Lines 1 through 3)

1,310,230,005
111,830,634

,,,,,,,,,,,, 27,658,395,789
,,,,,,,,,,,,,, 1,428,731,125
110,516,582

5. Benefit and loss related payments

29,831,373,674

29,197,643,497

16,416,024,803

6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts

,,,,,,,,,,,, 15,557,478,943

7. Commissions, expenses paid and aggregate write-ins for deductions

10, 131,513,538

,,,,,,,,,,,,,, 9,950,668,958

11.  Net cash from operations (Line 4 minus Line 10)

8. Dividends paid to policyholders 9,936
9. Federal and foreign income taxes paid (recovered) netof $ - 131,018,659 tax on capital gains (losses) .| 387,959,979 930,963,376
10. Total (Lines 5 through 9) 26,935,498,319 26,439,121,213

Cash from Investments

2,895,875,356

2,758,522,283

20.0002. Unsettled investments acquired

385,028,781

20.0003.Dividends to parent in the form of non-cash invested assets

239,228,746

20.0004. Exchange traded funds portfolio exchanged

20.0005. Decreased receivable for securities sold

20.0006. Other invested assets disposal

53,585,788

20.0007. Donations

29,120,602

20.0008. Stock dividends received

26,965,020

157,019,074 | .
60,645,718 | .

12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds 20,687,721,220 | 20,968,796,541
12.2 Stocks 4,205,950,647 | 2,850,980,097
12.3 Mortgage loans 170,242,632 | 86,030,960
12.4 Real estate 1,358,389 | 4 48,950
12.5 Other invested assets 487,845,818 | 563,048,082
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments (956,201) (710, 153)
12.7 Miscellaneous proceeds 33,037,787
12.8 Total investment proceeds (Lines 12.1 to 12.7) 25,585,200,192 24,468,194,477
13. Cost of investments acquired (long-term only):
13.1 Bonds 20,580,170,351 | . 20,213,743,021
13.2 Stocks 4,573,738,087 | . 3,420,420,697
13.3 Mortgage loans 154,863,921 | 12,000,000
13.4 Real estate 32,878,600 | 131,542,307
13.5 Other invested assets 921,319,044 | 711,823,366
13.6 Miscellaneous applications 1,762,197 24,605,943
13.7 Total investments acquired (Lines 13.1 to 13.6) 26,264,732,150 24,514 135,334
14. Netincrease (decrease) in contract loans and premium notes
15.  Net cash from investments (Line 12.8 minus Line 13.7 minus Line 14) (679,531,958) (45,940,857)
Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
16.1 Surplus notes, capital notes
16.2 Capital and paid in surplus, less treasury stock 28,676,808 | . 43,772,281
16.3 Borrowed funds
16.4 Net deposits on deposit-type contracts and other insurance liabilities
16.5 Dividends to stockholders 1,665,568,254 | . 2,313,455,000
16.6 Other cash provided (applied) 292,091,545 (82,518,006)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6) ... ] (1,344 ,799,900) (2,352,200,725)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17) 871,543,498 360,380,701
19. Cash, cash equivalents and short-term investments:
19.1 Beginning of year 242,676,421 | | (117,704,280)
19.2 End of period (Line 18 plus Line 19.1) 1,114,219,919 242,676,421
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20.0001. Portfolio investments exchanged 1,094,534,270 | 924,533,436

,,,,,,,,,,,,,,,,,,,, 11,697,877




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

Note: Supplemental disclosures of cash flow information for non-cash transactions:

20.0009. Transfer of assets/liabilities related to commutation
20.0010.Decrease in commitment on low income housing investments

20.0011.Dividends received on limited partnership

20.0012. Capital contribution to subsidiaries in the form of non-cash invested assets
20.0013.Real estate capital expenditure

20.0014. Contribution to Iimited partnership

20.0015.Dividends from subsidiaries in the form of non-cash invested assets

20.0016. Commitment to invest in limited partnership - letter of credit
20.0017.0ther invested assets disposal

20.0018. Internal porfolio other invested assets reclassed to real estates

18,073,587
9,982,884 |
8,780,759 |..
1,964,323 |
257,748
13,479
182,801,828
44,276,831
19,270,514
2,600,000

5.1




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS EARNED

1 UnearnedzPremiums UnearnedsPremiums ¢
Net Premiums Dec. 31 Prior Year - Dec. 31 Current Premiums Earned
Written per per Col. 3, Year - per Col. 5 During Year
Line of Business Column 6, Part 1B Last Year's Part 1 Part 1A (Cols.1+2-3)
1. Fire 29,736,277 | ... 17,063,888 |.............. 15,822,829 | ... 30,977,336
2. Allied lines 2,144,717 | 1,212,821 | 1,095,562 | ... 2,261,975
3. Farmowners multiple peril
4. Homeowners multiple peril 7,175,160,968 | ... 3,934,619,150 | ... 3,896,451,981 | ... 7,213,328,138
5. Commercial multiple peril 640,052,549 ... 348,262,448 | ... .335,696,499 | .. .. . 652,618,498
6. Mortgage guaranty
8. Ocean marine 5,374,928 | . ... 2,451,141 | 2,454,545 | ... 5,371,524
9. Inland marine 190,194,233 | .. 96,017,279 | ... 94,138,241 | .. 192,073,271
10. Financial guaranty
1.1 Medical professional liability - occurrence
11.2  Medical professional liability - claims-made
12. Earthquake 3,022,351 | ... 1,699,320 | ... 1,540,182 | ... 3,181,490
13. Group accident and health
14. Credit accident and health (group and individual)
15. Other accident and health
16. Workers' compensation (44, 721)| oo (630,393) 2,050 (677,165)
17.1  Other liability - occurrence 297,443,363 | ... 143,351,970 | ... 151,085,709 | 289,709,624
17.2  Other liability - claims-made
17.3  Excess workers' compensation
18.1  Products liability - occurrence 757,310 | 184,865 | ... .o 366,625 [ 575,550
18.2  Products liability - claims-made
19.1,19.2 Private passenger auto liability 11,499,984,995 | . 2,898,996,153 | ... 3,060,929,507 | ... 11,338,051,641
19.3,19.4 Commercial auto liability 256,965,306 |................c 130,416,984 [ ... 131,956,369 |............... 255,425,921
21. Auto physical damage 8,379,235,933 [ . 2,200,093,317 | .. 2,206,645,386 |............ 8,372,683,865
22. Aircraft (all perils) (23) (23)
23. Fidelity 12,673 7,378 5,965 14,085
24. Surety 2,842 1,524 1,484 2,882
26. Burglary and theft
27. Boiler and machinery
28. Credit
29. International
30. Warranty
31. Reinsurance - nonproportional assumed property
32. Reinsurance - nonproportional assumed liability
33. Reinsurance - nonproportional assumed financial lines
34. Aggregate write-ins for other lines of business 11,348,568 5,817,525 5,445,578 11,720,515
35. TOTALS 28,491,392,269 9,779,565,371 9,903,638,512 28,367,319, 128
DETAILS OF WRITE-INS
3401. Identity theft 11,348,568 | 5,817,525 | ... 5,445,578 | ... 11,720,515
3402.
3403.
3498. Summary of remaining write-ins for Line 34 from overflow page
3499.  Totals (Lines 3401 thru 3403 plus 3498)(Line 34 above) 11,348,568 5,817,525 5,445 578 11,720,515




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1A - RECAPITULATION OF ALL PREMIUMS

1

Amount Unearned
(Running One Year
or Less from Date

2

Amount Unearned
(Running More Than
One Year from

3

Earned But Unbilled

4
Reserve for Rate
Credits and
Retrospective
Adjustments Based

Total Reserve for
Unearned Premiums

Line of Business of Policy) (a) Date of Policy) (a) Premium on Experience Cols.1+2+3+4
1. Fire 15,822,829 15,822,829
2. Allied lines 1,095,562 1,095,562
3. Farmowners multiple peril
4, Homeowners multiple peril 3,896,451,981 3,896,451,981
5. Commercial multiple peril 335,696,499 335,696,499
6. Mortgage guaranty
8. Ocean marine 2,454,545 2,454,545
9. Inland marine 94,138,241 94,138,241
10. Financial guaranty
1.1 Medical professional liability - occurrence
11.2  Medical professional liability - claims-made ... |
12. Earthquake 1,540,182 1,540,182
13. Group accident and health
14. Credit accident and health (group and
individual)
15. Other accident and health
16. Workers' compensation 2,050 2,050
17.1  Other liability - occurrence 151,085,709 151,085,709
17.2  Other liability - claims-made
17.3 Excess workers' compensation
18.1  Products liability - occurrence 366,625 366,625
18.2  Products liability - claims-made
19.1,19.2 Private passenger auto liability 3,060,929,507 3,060,929,507
19.3,19.4 Commercial auto liability 131,956,369 131,956,369
21. Auto physical damage 2,206,645,386 | .. obe e 2,206,645, 386
22. Aircraft (all perils)
23. Fidelity 5,965 5,965
24. Surety 1,484 1,484
26. Burglary and theft
27. Boiler and machinery
28. Credit
29. International
30. Warranty
31. Reinsurance - nonproportional assumed
property
32. Reinsurance - nonproportional assumed
liability
33. Reinsurance - nonproportional assumed
financial lines
34. Aggregate write-ins for other lines of business 5,445,578 5,445,578
35. TOTALS 9,903,638,512 9,903,638,512
36. Accrued retrospective premiums based on experience
37. Earned but unbilled premiums
38. Balance (Sum of Line 35 through 37) 9,903,638,512
DETAILS OF WRITE-INS
3401. Identity theft 5,445,578 5,445,578
3402.
3403.
3498. Summary of remaining write-ins for Line 34
from overflow page
3499. Totals (Lines 3401 thru 3403 plus 3498)(Line
34 above) 5,445,578 5,445,578

(a) State here basis of computation used in each case

Monthly Pro Rata




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1B - PREMIUMS WRITTEN

1 Reinsurance Assumed Reinsurance Ceded 6
2 3 4 5 Net Premiums
Written
Line of Business Direct Business (a) From Affiliates From Non-Affiliates To Affiliates To Non-Affiliates Cols. 1+2+3-4-5
1. Fire 571,148 29,345,738 22,559 203,169 29,736,277
2. Allied lines 260,962,918 (80,178) oo b 258,738,024 | ... 2,144,717
3. Farmowners multiple peril
4. Homeowners multiple peril ..._..........|....... 2,112,572,773 |......4 5,144,259,304 8,995,981 90,667,090 |......... 7,175,160,968
5. Commercial multiple peril ... | 242,825,464 | ......403,093,980 1,010,489 6,877,384 ... 640,052,549
6. Mortgage guaranty
8. Ocean marine 574,011 4,801,205 (472) (184) 5,374,928
9. Inland marine 56,903,557 |............ 133,316,710 13 26,047 190,194,233
10. Financial guaranty
11.1 Medical professional liability -
occurrence
11.2  Medical professional liability -
claims-made
12. Earthquake 1,186,413 | 1,835,938 3,022,351
13. Group accident and health
14. Credit accident and health (group
and individual)
15. Other accident and health
16. Workers' compensation (68,202) 1,528 21,952 (44,721)
17.1  Other liability - occurrence ................f....... 81,765,982 ... 213,322,490 | ... 2,379,383 24,492 | ... 297,443,363
17.2  Other liability - claims-made
17.3  Excess workers' compensation .........
18.1  Products liability - occurrence 799,596 (42,286) 757,310
18.2  Products liability - claims-made .
19.1,19.2 Private passenger auto liability .........] I 1,748,449,068 | ... 9,756,814,635 49,706 5,329,314 [ .. 11,499,984,995
19.3,19.4 Commercial auto liability .| ... 235,002,436 ... 29,237,265 1,551,663 8,826,058 | . 256,965,306
21. Auto physical damage .....................f. 1,575,246,861 |........| 6,807,483,192 1,441,144 4,935,264 |......... 8,379,235,933
22. Aircraft (all perils) 23 (23)
23. Fidelity 12,673 12,673
24. Surety 2,835 9 2 2,842
26. Burglary and theft
27. Boiler and machinery 4,351,438 4,351,438 | oo
28. Credit
29. International
30. Warranty
31. Reinsurance - nonproportional
assumed property XXX
32. Reinsurance - nonproportional
assumed liability XXX
33. Reinsurance - nonproportional
assumed financial lines XXX
34. Aggregate write-ins for other lines of
business 2,255,818 9,092,750 11,348,568
35. TOTALS 6,323,415,690 22,532,604,736 15,349,963 379,978,120 28,491,392, 269
DETAILS OF WRITE-INS
3401. Identity theft 2,255,818 9,092,750 11,348,568
3402.
3403.
3498. Summary of remaining write-ins for
Line 34 from overflow page
3499. Totals (Lines 3401 thru 3403 plus
3498)(Line 34 above) 2,255,818 9,092,750 11,348,568
(a) Does the company's direct premiums written include premiums recorded on an installment basis? Yes [ ] No[X]

If yes:

2. Amount at which such installment premiums would have been reported had they been reported on an annualized basis $

1. The amount of such installment premiums $




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2 - LOSSES PAID AND INCURRED

Losses Paid Less Salvage

2

Reinsurance

3

Reinsurance

Net Payments

Net Losses Unpaid
Current Year

Net Losses Unpaid

Losses Incurred
Current Year

8
Percentage of
Losses Incurred
(Col. 7, Part 2) to
Premiums Earned

Line of Business Direct Business Assumed Recovered (Cols. 1+2-3) (Part 2A , Col. 8) Prior Year (Cols. 4 +5 - 6) (Col. 4, Part 1)
1. Fire 39,176 15,536,373 8 15,575,541 [ ... 9,324,930 | ... 9,262,746 | ... 15,637,726 | ..o 50.5
2. Allied lines 477,319,295 72,39 476,677,755 713,936 1,137,409 808,763 1,042,582 | . 46.1
3. Farmowners multiple peril
4. Homeowners multiple peril 924,009,204 | . 2,852,678,762 | . 1,045,983 | . 3,775,641,983 | 1,613,325, 111 | 1,557,828,806 | ... . 3,831,138,288 | 53.1
5. Commercial multiple peril 183,445,043 [ 204,963,805 70,497 388,338,351 | ... 292,304,449 | . 306,114,443 | . 374,528,357 | .. 57.4
6. Mortgage guaranty
8. Ocean marine 110,100 2,177,823 (29,637) 2,317,560 613,797 659,243 2,272,114 42.3
9. Inland marine 19,306,551 [ .. 51,912,832 7,737 71,211,647 | ] 15,993,236 | 14,198,868 [ ... 73,006,015 [ . 38.0
10. Financial guaranty
111 Medical professional liability - occurrence 200,670 (168) 200,839 46,534 50,726 196,647
11.2  Medical professional liability - claims-made
12. Earthquake 104,470 27,598 132,067 76,900 189,830 19,138 0.6
13. Group accident and health
14. Credit accident and health (group and individual)
15. Other accident and health
16. Workers' compensation 2,025,297 | 2,959,640 295,378 4,689,559 | ... 72,893,635 [ ... 84,188,768 | .. .. ... (6,605,574)...............975.5
17.1  Other liability - occurrence 92,074,772 | .- 145,713,017 [ . 7,191,082 | . 230,596,707 | ... 810,737,051 | .. 861,843,831 | .- 179,489,928 | 62.0
17.2  Other liability - claims-made
17.3  Excess workers' compensation
18.1  Products liability - occurrence 60,886,721 | ... 24,867,721 [ ... 29,365,006 |........... 56,389,436 | 801,725,284 | .. ... .837,305,769 | . . ... .20,808,951 | .. ... .. 3,615.5
18.2  Products liability - claims-made
19.1,19.2 Private passenger auto liability 1,294,940,262 | ... .. 5,704,693,124 | ... 90,773,678 |........f 6,908,859,708 | ... . .. 8,670,283,409
19.3,19.4 Commercial auto liability 127,013,777 | . 30,271,827 | .. 3,444,849 | - 153,840,754 | 356,453,105 | .. 87.
21. Auto physical damage 650,844,459 | . 4,155,984 ,607 218,709 4,806,610,357 | ... 216,487,933 | .- 153,974,903 [ . 4,869,123,387 | . 58.2
22. Aircraft (all perils) 118,253 99 118,154 2,610,257 2,791,411 (63,000) 273,198.
23. Fidelity 5,526 39 5,488 1,007 (172) 6,666 47.3
24. Surety 21,520 (39) 21,559 67,651 85,720 3,490 121.1
26. Burglary and theft 30,369 30,369 1,057 9,953 21,473
27. Boiler and machinery 1,840,579 1,840,579 1,156,766 716,587 440,179 110,044,797.5
28. Credit
29. International
30. Warranty
31. Reinsurance - nonproportional assumed property XXX 462 462 98,710 99,588 (416)
32. Reinsurance - nonproportional assumed liability XXX 495,970 495,970 3,406,242 3,385,770 516,442
33. Reinsurance - nonproportional assumed financial lines XXX
34. Aggregate write-ins for other lines of business 289 12,599 12,888 4,234 6,257 10,865 0.1
35. TOTALS 3,833,995,892 13,192,708,998 610,901,552 16,415,803,338 12,868,748,707 12,113,006,788 17,171,545,258 60.5
DETAILS OF WRITE-INS
3401. Identity theft 289 12,599 12,888 4,234 6,257 10,865
3402.
3403.
3498. Summary of remaining write-ins for Line 34 from overflow page
3499. Totals (Lines 3401 thru 3403 plus 3498)(Line 34 above) 289 12,599 12,888 4,234 6,257 10,865




ol

ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY
UNDERWRITING AND INVESTMENT EXHIBIT

PART 2A - UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Reported Losses Incurred But Not Reported 8 9
1 4 5 6 7
Net Losses Excl.
Deduct Incurred But Not Net Unpaid
Reinsurance Reinsurance Reported Reinsurance Reinsurance Net Losses Unpaid Loss Adjustment
Line of Business Direct Assumed Recoverable (Cols. 1+2-3) Direct Assumed Ceded (Cols.4+5+6-7) Expenses
1. Fire 8,075 2,634,833 2 2,642,906 47,713 6,665,293 30,982 9,324,930 | 2,698,088
2. Allied lines 6,100,101 384,429 6,087,192 397,338 69,128,116 110,349 68,498,394 | . 1,137,409 | . 2,409,721
3. Farmowners multiple peril
4. Homeowners multiple peril 258,576,406 | ... 482,166,334 | 1,084,190 | .. 739,658,549 | . 298,566,931 | . 576,734,585 | 1,634,954 | 1,613,325, 111 | 332,132,770
5. Commercial multiple peril 93,477,014 | 40,467,475 | 1,623,502 | ... 132,320,986 | ... 118,298,750 | ... 41,713,319 28,606 202,304,449 [ 79,619,909
6. Mortgage guaranty
8. Ocean marine 9,680 399,580 3,032 406,228 (56,838) 278,895 14,488 613,797 133,771
9. Inland marine 1,724,791 | 5,593,618 7,318,409 2,199,618 6,512,684 37,476 15,993,236 | ... 5,058,279
10. Financial guaranty
11.1  Medical professional liability - occurrence 38,257 38,257 10,906 2,629 46,534 4,047
11.2  Medical professional liability - claims-made
12. Earthquake 5,593 33,599 39,191 9,306 28,403 76,900 28,621
13. Group accident and health (a)
14. Credit accident and health (group and individual)
15. Other accident and health (a)
16. Workers' compensation 23,163,711 | 26,595,421 | 3,934,507 [ 45,824,535 | ] 16,369,315 | 11,594,479 894,694 72,893,635 | .. 6,493,752
17.1  Other liability - occurrence 117,863,352 | .. . 133,944,305 [ 25,291,868 [ ... 226,515,789 | . 328,192,971 | . 278,351,709 | ... 22,323,417 [ . 810,737,051 | 95,512,671
17.2  Other liability - claims-made
17.3  Excess workers' compensation
18.1 Products liability - occurrence 374,727,824 | ... 136,197,232 | ... 190,454,636 | ...........320,470,420 | . ... 275,024,717 ... 328,324,735 | . .- 122,094,588 | ... 801,725,284 | ... 211,941,410
18.2  Products liability - claims-made
19.1,19.2 Private passenger auto liability 4,479,838,794 | | 6,051,383,083 | . 2,891,623,695 | - 7,639,598,182 | . 352,959,418 | 1,084,917,601 | . 407,191,792 | 8,670,283,409 | 2,672,713,261
19.3,19.4 Commercial auto liability 253,433,518 | . 38,275,651 [ .- 12,377,510 | .. 279,331,660 | 70,150,205 | .. 7,906,623 935,383 356,453,105 [ . 49,990,248
21. Auto physical damage 72,170,193 | 448,289,781 520,459,975 | | (48,708,450)| ... (254,570,647) 692,945 216,487,933 | .. 98,126,008
22. Aircraft (all perils) 1,541,746 1,541,746 1,100,584 32,073 2,610,257 | oo 70,340
23. Fidelity 1,007 1,007 409
24. Surety 67,651 67,651 67,651 2,723
26. Burglary and theft 856 856 201 1,057 3,199
27. Boiler and machinery 350,213 284,352 65,862 1,090,905 1,156,766 | .. ¢ 96,368
28. Credit
29. International
30. Warranty
31. Reinsurance - nonproportional assumed property XXX 51,953 51,953 XXX 46,757 98,710 1,457
32. Reinsurance - nonproportional assumed liability XXX 2,509,284 2,509,284 XXX 896,958 3,406,242 | 22,817
33. Reinsurance - nonproportional assumed financial lines XXX XXX
34. Aggregate write-ins for other lines of business 2,108 1,679 3,787 38 408 4,234 780
35. TOTALS 5,681,519,881 7,370,508,260 3,132,764,576 9,919,263,564 1,483,273,923 2,090,623,642 624,412,422 12,868,748,707 3,557,060,649
DETAILS OF WRITE-INS
3401. Identity theft 2,108 1,679 3,787 38 408 4,234 780
3402.
3403.
3498. Summary of remaining write-ins for Line 34 from overflow page
3499. Totals (Lines 3401 thru 3403 plus 3498)(Line 34 above) 2,108 1,679 3,787 38 408 4,234 780

(a) Including $

for present value of life indemnity claims.




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - EXPENSES

1 2 3 1
Loss Adjustment Other Underwriting Investment
Expenses Expenses Expenses Total
1. Claim adjustment services:
1.1 Direct 186,460,661 186,460,661
1.2 Reinsurance assumed 686,793,779 686,793,779
1.3 Reinsurance ceded 31,061,882 31,061,882
1.4 Net claim adjustment service (1.1 + 1.2 - 1.3) 842,192,559 842,192,559
2. Commission and brokerage:
2.1 Direct excluding contingent 590,739,278 590,739,278
2.2 Reinsurance assumed, excluding contingent 1,957,381,087 1,957,381,087
2.3 Reinsurance ceded, excluding contingent 41,822,245 41,822,245
2.4 Contingent - direct 138,923,393 138,923,393
2.5 Contingent - reinsurance assumed 572,139,543 572,139,543
2.6 Contingent - reinsurance ceded
2.7 Policy and membership fees
2.8 Net commission and brokerage (2.1 +2.2-23+24+25-26+2.7) .. 3,217,361,056 3,217,361,056
3. Allowances to managers and agents 82,499,425 82,499,425
4. Advertising 224897 [ . 754,960,003 755,184,901
5. Boards, bureaus and associations 3,647,819 | .1 11,790,623 15,438,442
6. Surveys and underwriting reports 26 153,820,860 153,820,886
7. Audit of assureds’ records
8. Salary and related items:
8.1 Salaries 1,190,350,414 [ 924,285,588 | . 40,765,400 | ... 2,155,401,402
8.2 Payroll taxes 90,908,069 65,539,913 | . 2,223,190 158,671,173
9. Employee relations and welfare 242,969,059 228,569,960 | ... 6,783,881 ......478,322,900
10. Insurance 1,799,525 | 2,399,370 [ .. 165,218 | . 4,364,114
11. Directors’ fees
12.  Travel and travel items 84,765,206 | . 45,914,719 | . 9,717 | 131,399,642
13. Rentand rent items 77,887,616 | 94,276,780 | ... (963,595)] ... 171,200,801
14.  Equipment 9,630,576 ....58,550,589 476,847 68,658,013
15. Cost or depreciation of EDP equipment and software 68,338,201 185,400,314 [ . 3,361,497 257,100,012
16. Printing and stationery 8,165,081 [ ... 22,147,963 | 3,567,106 | 33,880,150
17. Postage, telephone and telegraph, exchange and express 42,229,289 | .. 118,092,116 [ . 780,268 [ ... 161,101,673
18. Legal and auditing 1,096,479 31,192,671 3,186,402 35,475,552
19. Totals (Lines 3 to 18) 1,822,012,259 | .. 2,779,440,8% | . 61,065,932 | . 4,662,519,087
20. Taxes, licenses and fees:
20.1 State and local insurance taxes deducting guaranty association
credits of $ 70,59 660,185,614 660,185,614
20.2 Insurance department licenses and fees ...\l 22,620,706 | b 22,620,706
20.3 Gross guaranty association ments 1,394,567 1,394,567
20.4 All other (excluding federal and foreign income and real estate) ............ 24,333,607 24,333,607
20.5 Total taxes, licenses and fees (20.1 + 20.2 + 20.3 + 20.4) 708,534,494 708,534,494
21. Real estate expenses 26,728,992 | . 26,728,992
22. Real estate taxes 9,021,241 [ ... 9,021,241
23. Reimbursements by uninsured plans
24.  Aggregate write-ins for miscellaneous expenses 555,231,334 | . 454,392,822 51,758 1,009,675,914
25. Total expenses incurred 3,219,436,151 | . 7,159,729,268 ...96,867,923 ((a) _..10,476,033,342
26. Less unpaid expenses - current year 3,557,060,649 | 1,192,608,699 ...91,838,305 | ... 4,841,507,652
27. Add unpaid expenses - prior year 3,392,316,422 | .. 1,097,258,567 | ... 75,744,433 | . 4,565,319,422
28. Amounts receivable relating to uninsured plans, prior year
29. Amounts receivable relating to uninsured plans, currentyear ... ]
30. TOTAL EXPENSES PAID (Lines 25 - 26 + 27 - 28 + 29) 3,054,691,924 7,064,379,137 80,774,051 10,199,845,112
DETAILS OF WRITE-INS
2401. Outside clerical 545,090,424 | . 425,787,553 | . . 9,352,876 | ... 980,230,852
2402. Change in unallocated loss adjustment expense reserves 43,022,273 43,022,273
2403. Miscellaneous income and expense 1,658,108 | ... 49,023,605 | .| (9,301,118)] ... 41,380,595
2498. Summary of remaining write-ins for Line 24 from overflow page ................|......___| (34,539,471) | (20,418,335) (54,957,807)
2499. Totals (Lines 2401 thru 2403 plus 2498)(Line 24 above) 555,231,334 454,392,822 51,758 1,009,675,914

(a) Includes management fees of $

to affiliates and $

11

to non-affiliates.




ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected During Year| Earned During Year

1. U.S. Government bonds (a) 8,427,420 | ..o 8,052,938
1.1 Bonds exempt from U.S. tax (a) 77,028,990 |.. 78,001,303
1.2 Other bonds (unaffiliated) @ .. 749,950, 161 746,087,458
1.3 Bonds of affiliates (a)
2.1 Preferred stocks (unaffiliated) (b) 4,659,991 | ... 4,666,385
2.11 Preferred stocks of affiliates (b)
2.2 Common stocks (unaffiliated) 74,841,623 | ... 77,468,470
2.21 Common stocks of affiliates 88,878,338 ....88,879,462
3. Mortgage loans (c) 11,394,784 | . 11,327,446
4. Real estate (d) 77,570,833 _...17,570,833
5 Contract loans
6 Cash, cash equivalents and short-term investments (e) 8,403,936 | ..o 9,946,636
7 Derivative instruments (f) (3,064,294)] .. (3,706,369)
8. Other invested ¢ 202,677,722 | .. 63,428,515
9. Aggregate write-ins for investment income (165,813)

10. Total gross investment income 1,300,603,691 1,261,557,264

11. Investment expenses (9) 87,846,682

12. Investment taxes, licenses and fees, excluding federal income taxes (9) 9,021,241

13. Interest expense (h)

14. Depreciation on real estate and other invested assets (i) 27,951,129

15. Aggregate write-ins for deductions from investment income

16. Total deductions (Lines 11 through 15) 124,819,052

17. Net investment income (Line 10 minus Line 16) 1,136,738,212

DETAILS OF WRITE-INS

0901. Securities lending income (167,580) | ..o (167,580)

0902. Swap collateral income 1,768 1,768

0903.

0998. Summary of remaining write-ins for Line 9 from overflow page

0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9, above) (165,813) (165,813)

1501.

1502.

1503.

1598. Summary of remaining write-ins for Line 15 from overflow page

1599. Totals (Lines 1501 thru 1503 plus 1598) (Line 15, above)

(@) Includes $  ........... 32,127,499 accrual of discount less § .......... 120,538,637 amortization of premium and less $ ...........42,166,727 paid for accrued interest on purchases.

(b) Includes $
(c) Includes $
(d) Includes $
(e) Includes $
(f) Includes $

(9) Includes $
segregated an

(h) Includes $

accrual of discount less $

parate Accounts.

investment expenses and $

interest on surplus notes and $

,,,,,,,,,,, 73,613,596 for company’s occupancy of its own buildings; and excludes $

28,519 amortization of premium and less $

,,,,,,,,,,,,,,,,,,, 37,582 accrual of discount less $ ..................8,463 amortization of premium and less $

,,,,,,,,,,,,,,,,, 861,264 accrual of discount less $ ............1,472,384 amortization of premium.

interest on capital notes.

interest on encumbrances.

paid for accrued dividends on purchases.

paid for accrued interest on purchases.

,,,,,,,,,,,,, 4,237,519 accrual of discount less $ ...........2,901,210 amortization of premium and less $ ...........2,613,256 paid for accrued interest on purchases.

investment taxes, licenses and fees, excluding federal income taxes, attributable to

(i) Includes$ 27,951,129 depreciation onreal estateand $ . depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Total Realized Capital Change in Change in Unrealized
Realized Gain (Loss) Other Realized Gain (Loss) Unrealized Capital Foreign Exchange
On Sales or Maturity Adjustments (Columns 1 +2) Gain (Loss) Capital Gain (Loss)
1. U.S. Government bonds (16,774,026) (16,774,026)
1.1 Bonds exempt from U.S. tax 6,073,676 (38,182)| ... 6,035,524 (23,327)
1.2 Other bonds (unaffiliated) (9,523,554) ..(18,307,242) ..(27,830,796) 255,539,557 _...(868,515)
1.3 Bonds of affiliates
2.1 Preferred stocks (unaffiliated) 94,081 (16,541,155) (16,447,074)| ..o 1,273,554 (29,739)
2.11 Preferred stocks of affiliates
2.2 Common stocks (unaffiliated) 162,363,271 [ .| (121,909, 149) . 40,454,122 | 138,490,292 [ | (8,343,944)
2.21  Common stocks of affiliates 327,109,788
3. Mortgage loans
4. Real estate 94,648 (736,259)] ... (641,611)
5. Contract loans
6. Cash, cash equivalents and short-term investments | ... (942,993)| oo (13,208) ..o (956,201)] oo (275,08 oo
7. Derivative instruments (13,162,100) (13,162,100)|.....coooooeo (7,059,438) ....10,867,480
8. Other invested i (613,003) ..(40,272,296) ~.(40,885,299) 45337, 78 | 7,381,839
9. Aggregate write-ins for capital gains (losses) ...........f.............. ! 466,269
10. Total capital gains (losses) 128,076,268 (197,921,758) (69,845,489) 760,393,110 9,007, 121
DETAILS OF WRITE-INS
0901. Deferred gain from subsidiaries (104,296)| ..o (104,296)
0902. Litigation on CDS swaps gain (loss) during the
year 466,269 466,269
0903.
0998. Summary of remaining write-ins for Line 9 from
overflow page
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9,
above) 466,269 (104,296) 361,973
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ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

EXHIBIT OF NON-ADMITTED ASSETS
1

Current Year Total

2

Prior Year Total

3
Change in Total
Nonadmitted Assets

Nonadmitted Assets [ Nonadmitted Assets (Col. 2 - Col. 1)
1. Bonds (Schedule D)
2. Stocks (Schedule D):
2.1 Preferred stocks
2.2 Common stocks 5,138,113 | ... 4,687,336 | ..o (450,777)
3. Mortgage loans on real estate (Schedule B):
3.1 First liens
3.2 Other than first liens
4. Real estate (Schedule A):
4.1 Properties occupied by the company
4.2 Properties held for the production of income.
4.3 Properties held for sale
5. Cash (Schedule E - Part 1), cash equivalents (Schedule E - Part 2) and short-term investments
(Schedule DA)
6. Contract loans
7. Derivatives (Schedule DB)
8. Other invested assets (Schedule BA) 24,930,926 | . 13,351,678 | .| (11,579,248)
9. Receivables for securities
10. Securities lending reinvested collateral assets (Schedule DL)
11.  Aggregate write-ins for invested assets
12.  Subtotals, cash and invested assets (Lines 1to 11) 30,069,039 | .. ....18,039,014 . ...(12,030,025)
13.  Title plants (for Title insurers only)
14. Investment income due and accrued
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection 39,979,805 | . 13,944,016 | | (26,035,879)
15.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due .. 3,183,739 ... 3,183,739
15.3 Accrued retrospective premiums and contracts subject to redetermination 233,479 233,479
16. Reinsurance:
16.1 Amounts recoverable from reinsurers
16.2 Funds held by or deposited with reinsured companies 112,508 | 109,744 | . (2,764)
16.3 Other amounts receivable under reinsurance contracts
17.  Amounts receivable relating to uninsured plans
18.1 Current federal and foreign income tax recoverable and interest thereon
18.2 Net deferred tax asset 103,756,928 | ... 233,220,671 | 129,463,743
19. Guaranty funds receivable or on deposit
20. Electronic data processing equipment and software 268,187,665 [ ... 296,249,162 | 28,061,497
21.  Furniture and equipment, including health care delivery assets ... b 288,694,002 | .. 285,297,191 [ | (3,396,811)
22. Net adjustment in assets and liabilities due to foreign exchange rates
23. Receivables from parent, subsidiaries and affiliates
24. Health care and other amounts receivable
25. Aggregate write-ins for other than invested assets 197,763,200 | ... 154,464,455 | | (43,298,745)
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts
(Lines 12 to 25) 928,563,237 | ... 1,004,741,472 | 76,178,235
27. From Separate Accounts, Segregated Accounts and Protected Cell Accounts
28. Total (Lines 26 and 27) 928,563,237 1,004,741,472 76,178,235
DETAILS OF WRITE-INS
1101.
1102.
1103.
1198. Summary of remaining write-ins for Line 11 from overflow page
1199. Totals (Lines 1101 thru 1103 plus 1198)(Line 11 above)
2501. Prepaid assessments 63,007,121 | ... 56,681,525 | .| (6,325,596)
2502. Advances 34,887,742 | . ....19,560,668 (15,327,075)
2503. Accounts receivable 274,739 2,954,262 | . _.2,679,523
2598. Summary of remaining write-ins for Line 25 from overflow page 99,593,598 | ... 75,268,000 | .| (24,325,598)
2599. Totals (Lines 2501 thru 2503 plus 2598)(Line 25 above) 197,763,200 154,464,455 (43,298,745)
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ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

A

Allstate Insurance Company (the “Company” or “Allstate”) prepares its financial statements in conformity with accounting practices prescribed
or permitted by the lllinois Department of Insurance (“IL DOI”). Prescribed statutory accounting practices include a variety of publications of
the National Association of Insurance Commissioners (“NAIC”), as well as state laws, regulations and general administrative rules. Permitted
statutory accounting practices encompass all accounting practices not so prescribed.

The State of lllinois requires its domestic insurance companies to prepare financial statements in conformity with the NAIC Accounting
Practices and Procedures Manual (“APPM”), which includes all Statements of Statutory Accounting Principles (“SSAPs”), subject to any
deviations prescribed or permitted by the IL DOI.

The Company’s net income and capital and surplus did not include any accounting practices prescribed or permitted by the IL DOI during
2016 and 2015.

(in millions) FIS FIS

SSAP # Page # Line # 2016 2015
Net Income
1) The Company’s state basis (Page 4, Line 20, Columns 1 & 2) XXX XXX XXX $ 1,380 $ 1,705
2) State prescribed practices that increase/(decrease) NAIC statutory

accounting principles (“SAP”): - -

3) State permitted practices that increase/(decrease) NAIC SAP: - -
4) NAIC SAP (1-2-3=4) XXX XXX XXX $ 1,380 $ 1,705
Surplus

(5) The Company’s state basis (Page 3, Line 37, Columns 1 & 2) XXX XXX XXX $ 15,560 $ 15,318
(6) State prescribed practices that increase/(decrease) NAIC SAP: - -
7) State permitted practices that increase/(decrease) NAIC SAP: - -
(8) NAIC SAP (5-6-7=8) XXX XXX XXX $ 15,560 $ 15,318

The preparation of financial statements in conformity with the NAIC Annual Statement Instructions and accounting practices prescribed or
permitted by the IL DOI requires management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.

Listed below is a summary of the accounting policies that materially affect the financial statements.
Investments

Bonds with an NAIC designation of 1 or 2, including loan-backed and structured securities (“LBASS”), are reported at amortized cost using the
effective yield method. Bonds with an NAIC designation of 3 through 6 are reported at the lower of amortized cost or fair value, with the
difference reflected in unassigned surplus as unrealized capital loss. In general, LBASS utilize a multi-step process for determining carrying
value and NAIC designation in accordance with SSAP No. 43R, Loan-backed and Structured Securities.

Redeemable preferred stocks are reported at cost, amortized cost or the lower of cost, amortized cost or fair value, depending on the assigned
NAIC designation. Perpetual preferred stocks are reported at fair value or the lower of cost or fair value depending on the assigned NAIC
designation. Unaffiliated common stocks are reported at fair value. For preferred stocks reported at fair value and unaffiliated common
stocks, the differences between amortized cost or cost and fair value are recorded as a change in net unrealized capital gains (losses), which
is a component of unassigned surplus.

Common stock investments in insurance subsidiaries domiciled in the United States are recorded based on the underlying statutory equity of
the subsidiary.

Mortgage loans are reported at unpaid principal balances, net of unamortized premium or discount.

Investments in real estate are reported at depreciated cost less encumbrances or the lower of depreciated cost or fair value, less
encumbrances and estimated cost to sell the property.

Cash equivalents are reported at amortized cost. They are readily convertible into known amounts of cash and so near to their maturity that
they present an insignificant risk of change in value because of changes in interest rates.

Short-term investments are reported at cost or amortized cost.

Other invested assets consist of investments in joint ventures, partnerships, limited liability companies, low income housing tax credit
(“LIHTC”) property investments and surplus notes. Investments in joint ventures, partnerships and limited liability companies are generally
reported based on the underlying audited Generally Accepted Accounting Principles (“GAAP”) equity of the investee, with undistributed
earnings or losses reflected in unassigned surplus as a change in net unrealized capital gains and losses and, are generally recognized on a
delay due to the availability of financial statements. Single real estate property investments, that are wholly-owned by a limited liability
company that is directly and wholly-owned by the reporting entity, are reported as real estate investments. LIHTC property investments are
generally recorded at cost and amortized based on the utilization of tax credits and benefits. Surplus notes are reported at either their face
value or at a reduced face value based on a prescribed statement factor calculation.

Investment income primarily consists of interest, dividends and amortization of any premium or discount. Interest is recognized on an accrual
basis using the effective yield method and dividends are recorded at the ex-dividend date. Interest income for LBASS is determined
considering estimated pay-downs, including prepayments, obtained from third party data sources and internal estimates. Actual prepayment
experience is periodically reviewed and effective yields are recalculated when differences arise between the prepayments originally
anticipated and the actual prepayments received and currently anticipated. For LBASS that are purchased with high credit quality and fixed
interest rates, the effective yield is recalculated on a retrospective basis. For all other LBASS, the effective yield is recalculated on a
prospective basis. In periods subsequent to the recognition of an other-than-temporary impairment (“OTTI”) on a bond, including LBASS, the
difference between the new amortized cost basis and the cash flows expected to be collected is accreted as interest income. Accrual of
income is suspended for other-than-temporarily impaired bonds when the timing and amount of cash flows expected to be received is not
reasonably estimable. Accrual of income is suspended for mortgage loans that are in default or when the full and timely collection of principal
and interest payments is not probable. Cash receipts on investments on nonaccrual status are generally recorded as a reduction of carrying
value. Cash distributions received from investments in joint ventures, partnerships and limited liability companies are recognized in
investment income to the extent they are not in excess of the undistributed accumulated earnings attributable to the investee and the
unrealized gain would be reversed. Any distributions that are in excess of the undistributed accumulated earnings attributable to the investee
reduce the carrying amount of the investment.

Realized capital gains and losses include gains and losses on investment sales, write-downs in value due to other than temporary declines in

fair value and periodic changes in fair value and settlement of certain derivatives. Realized capital gains and losses on investment sales are
determined on a specific identification basis.
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NOTES TO FINANCIAL STATEMENTS

The Company has a comprehensive portfolio monitoring process to identify and evaluate each bond, including LBASS, and common and
preferred stock whose carrying value may be other-than-temporarily impaired. For each bond, excluding LBASS, in an unrealized loss
position (fair value is less than amortized cost), the Company assesses whether management with the appropriate authority has made a
decision to sell the bond prior to its maturity at an amount below its carrying value. If the decision has been made to sell the bond, the bond’s
decline in fair value is considered other than temporary and the Company recognizes a realized capital loss equal to the difference between
the amortized cost and the fair value of the bond at the balance sheet date the assessment is made. If the Company has not made the
decision to sell the bond, but the bond’s decline in value is considered other-than-temporarily impaired, a write-down of the amortized cost to
fair value is required. For securities with an NAIC designation of 3 through 6, unrealized losses that are not deemed other-than-temporarily
impaired are reflected in the Company’s unassigned surplus.

For LBASS, the Company assesses whether management with the appropriate authority has made a decision to sell each LBASS in an
unrealized loss position or does not have the intent and ability to retain the LBASS for a period of time sufficient to recover the amortized cost
basis. If either situation exists, the security’s decline is considered other than temporary and the security is written down as a realized capital
loss to fair value. If management has not made the decision to sell the LBASS and management intends to hold the security for a period of
time sufficient to recover the amortized cost basis, the Company analyzes the present value of the discounted cash flows expected to be
collected. If the present value of the discounted cash flows expected to be collected is less than the amortized cost, the security is considered
other-than-temporarily impaired and the Company recognizes a realized capital loss for the difference between the present value of the
discounted cash flows and the amortized cost. For securities with an NAIC designation of 3 through 6, unrealized losses that are not deemed
other-than-temporarily impaired are reflected in the Company’s unassigned surplus.

For common and preferred stocks, the Company considers various factors, including whether the Company has the intent and ability to hold
the stock for a period of time sufficient to recover its cost basis. Where the Company lacks the intent and ability to hold to recovery, or
believes the recovery period is extended, the stock’s decline in fair value is other than temporary and the difference between the stock’s cost
and fair value is recognized as a realized capital loss. A decision to sell stock for an amount below its cost would be an other than temporary
decline and a realized capital loss is recorded. For stocks managed by a third party, either the Company has contractually retained its decision
making authority as it pertains to selling stocks that are in an unrealized loss position or it recognizes any unrealized loss at the end of the
period through a charge to realized capital loss.

The Company’s portfolio monitoring process includes a quarterly review of all securities to identify instances where the fair value of a security
compared to its amortized cost (for bonds) or cost (for stocks) is below established thresholds. The process also includes the monitoring of
other impairment indicators such as ratings, ratings downgrades and payment defaults. The securities identified, in addition to other securities
for which the Company may have a concern, are evaluated for potential OTTI using all reasonably available information relevant to the
collectibility or recovery of the security. Inherent in the Company’s evaluation of OTTI for these securities are assumptions and estimates
about the financial condition and future earnings potential of the issue or issuer. Some of the factors that may be considered in evaluating
whether a decline in fair value is other than temporary are: (1) the financial condition, near-term and long-term prospects of the issue or issuer,
including relevant industry specific market conditions and trends, geographic location and implications of rating agency actions and offering
prices; (2) the specific reasons that a security is in an unrealized loss position, including overall market conditions which could affect liquidity;
and (3) the length of time and extent to which the fair value has been less than amortized cost or cost.

OTTI adjustments on mortgage loans are recorded when it is probable contractual principal and interest will not be collected. OTTI
adjustments reduce the carrying value of mortgage loans to the fair value of the collateral less the estimated cost to sell. The carrying value
of real estate is adjusted for OTTI only if it is not recoverable and exceeds fair value.

Derivative financial instruments

Derivative financial instruments utilized by the Company include credit default swap agreements, foreign currency forward contracts and
futures contracts. When derivatives meet specific criteria, they may be designated as accounting hedges, which means they may be
accounted for and reported on in a manner that is consistent with the hedged asset or liability. Derivatives that are not designated as
accounting hedges are accounted for on a fair value basis, with changes in fair value recorded as unrealized gains or losses in unassigned
surplus. The Company’s accounting policy for the various types of derivative instruments is discussed in detail in Note 8, Parts A, B & C.

Off-balance sheet financial instruments

Commitments to invest in limited partnership interests and purchase private placement securities have off-balance-sheet risk because their
contractual amounts are not recorded in the Company’s Statements of Financial Position. The details of the off-balance-sheet commitments
are discussed further in Note 16.

Premium revenue

Premiums are deferred and earned on a pro-rata basis over the policy period. The portion of premiums written applicable to the unexpired
periods of the policies is recorded as unearned premiums. Premiums received in advance of the policies’ effective dates are recorded as
advance premiums. Premiums written and not yet collected and agents’ balances are shown as a receivable, with balances older than 90
days nonadmitted. The Company regularly evaluates this receivable and establishes valuation allowances, as appropriate, for items less than
90 days.

Reserves for losses and loss adjustment expenses

Reserves for losses and loss adjustment expenses are the estimated amounts necessary to settle all reported and unreported claims for the
ultimate cost of insured losses, based upon the facts in each case and the Company’s experience with similar cases. These reserves are
reported net of unpaid reinsurance recoverables and estimated amounts of salvage and subrogation. The establishment of appropriate
reserves, including reserves for catastrophes, is an inherently uncertain and complex process. Reserve estimates are regularly reviewed and
updated using the most current information available. Any resulting reestimates are reflected in the current Statement of Income.

Reinsurance

In the normal course of business, the Company seeks to limit aggregate and single exposure to losses on large risks by purchasing
reinsurance. The amounts reported in the Assets page as amounts recoverable from reinsurers include amounts billed to reinsurers for losses
and loss adjustment expenses paid. Reserves are reported net of amounts expected to be recovered from reinsurers on losses and loss
adjustment expense reserves that have not yet been paid. Reinsurance recoverables on unpaid losses are estimated based upon the
reinsurance contract, following assumptions consistent with those used in establishing the liabilities related to the underlying reinsured
contract. Reinsurance premiums are generally reflected in income in a manner consistent with the recognition of premiums on the reinsured
contracts. For catastrophe coverage, the cost of reinsurance premiums is recognized ratably over the contract period to the extent coverage
remains available. Certain catastrophe agreements are subject to reinstatement premiums. Reinstatement premium is earned over the period
from the reinstatement of the limit to the expiration of the agreement. Reinsurance does not extinguish the Company’s primary liability under
the policies written. The Company regularly evaluates whether a provision for reinsurance is needed by evaluating the admissibility,
collectibility and collateralization of reinsurers’ balances in accordance with the APPM. A provision for reinsurance is established, as
appropriate, and this liability is netted against the reported reinsurance recoverable.

Income taxes
The income tax provision is calculated under the liability method. Deferred tax assets (‘DTAs”) and deferred tax liabilities (“DTLs”) are

recorded based on the difference between the statutory financial statement and tax bases of assets and liabilities at the enacted tax rates.
Deferred income taxes also arise from net unrealized capital gains and losses on common stocks, limited partnerships and impaired bonds
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ANNUAL STATEMENT FOR THE YEAR 2016 OF THE ALLSTATE INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

carried at fair value. The net change in DTAs and DTLs is applied directly to unassigned surplus. The nonadmitted portion of gross DTAs is
determined by applying the rules prescribed by SSAP No. 101, Income Taxes (“SSAP No. 101”).

Based upon its evaluation of relevant conditions and events, management did not have substantial doubt about the Company’s ability to

continue as a going concern as of December 31, 2016 or 2015.

The Company did not have material accounting changes or corrections of errors for the years ended December 31, 2016 or 2015.

Business Combinations and Goodwill

A

Statutory Purchase Method

The Company did not participate in business combinations taking the form of a statutory purchase in 2016 or 2015.

Statutory Merger

The Company did not participate in business combinations taking the form of a statutory merger in 2016 or 2015.

Impairment Loss

The Company did not recognize an impairment loss on the transactions described above in 2016 or 2015.

Discontinued Operations

The Company did not have discontinued operations in 2016 or 2015.

Investments

A. Mortgage Loans, including Mezzanine Real Estate Loans

1. The minimum and maximum lending rates for new mortgage loans in 2016 were 3.04% and 3.52%. The Company invested in one new

mortgage loan in 2015 with a lending rate of 3.0%. All new mortgage loans were commercial.

2. For loans acquired during 2016 and 2015, the maximum percentage of any one loan to the value of the property at the time of the loan

was 67.5% and 48.2%, respectively.

(in millions)

3. Taxes, assessments and any amounts advanced and not
included in the mortgage loan total

$

2016

2015

$ -

4. The age analysis of the Company’s mortgage loans as of December 31, 2016 and 2015 is presented in the table below:

($ in millions)

a. Current year
1. Recorded investment (all)
(a) Current
(b) 30-59 days past due
(c) 60-89 days past due
(d) 90-179 days past due
(e) 180+ days past due

2. Accruing interest 90-179 days past

due
(a) Recorded investment
(b) Interest accrued

3. Accruing interest 180+ days past

due
(a) Recorded investment
(b) Interest accrued

4. Interest reduced
(a) Recorded investment
(b) Number of loans
(c) Percent reduced

b. Prior year

1. Recorded investment
(a) Current
(b) 30-59 days past due
(c) 60-89 days past due
(d) 90-179 days past due
(e) 180+ days past due

2. Accruing interest 90-179 days past

due
(a) Recorded investment
(b) Interest accrued

3. Accruing interest 180+ days past

due
(a) Recorded investment
(b) Interest accrued

4. Interest reduced
(a) Recorded investment
(b) Number of loans
(c) Percent reduced

5. None of the Company’s mortgage loans were impaired as of December 31, 2016 or 2015.

PP P AP

©“ P

©“ P

AL PN P

©“ P

©“ P

Residential Commercial
Farm Insured All Other Insured All Other Mezzanine Total
- $ - $ - $ - $ 280 $ - $ 280
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- $ - $ - $ - $ - $ - $ -
- % - % - % - % - % - % -
- $ - $ - $ - $ 296 $ - $ 296
-5 -5 -8 -8 -8 -8 -
-8 -8 -8 -8 -8 -8 -
-8 -8 -8 -8 -8 -8 -
-8 -8 -8 -8 -8 -8 -
- s -8 -8 -8 -8 - s -
-8 -8 -8 -8 -8 -8 -
-8 -8 -8 -8 -8 - s -
-8 -8 -8 -8 -8 -8 -
- s - s -8 -8 -8 - s -

%

%

%

%

%

%

6. None of the Company’s mortgage loans were impaired or in nonaccrual status as of December 31, 2016 or 2015. The Company did not
recognize any interest income on mortgage loans using the cash-basis of accounting in 2016 or 2015.

7. The Company did not have any activity to report for 2016 or 2015 within the allowance for credit losses account.

8. None of the Company’s mortgage loans were derecognized as a result of foreclosure in 2016 or 2015.

9. Mortgage loans are evaluated for impairment on a specific loan basis through a quarterly credit monitoring process and review of key

credit quality indicators.

Mortgage loans are considered impaired when it is probable the Company will not collect the contractual

principal and interest. Accrual of income is suspended for mortgage loans that are in default or when full and timely collection of principal
and interest payments is not probable. Cash receipts on mortgage loans on nonaccrual status are generally recorded as a reduction of

carrying value.
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Debt Restructuring

(in millions) 2016
1. The total recorded investment in restructured loans, as of December 31 $ 6
2. The realized capital losses related to these loans $ -
3. Total contractual commitments to extend credit to debtors owing receivables whose
terms have been modified in troubled debt restructurings $ -

4. Accrual of income is suspended for mortgage loans and bank loans that are in default or when full and timely collection of principal and
ivn;ﬁjr:st payments is not probable. Cash receipts on investments on nonaccrual status are generally recorded as a reduction of carrying

The Company did not have mortgage loan restructurings in 2015.

Reverse Mortgages

The Company did not enter into reverse mortgages in 2016 or 2015.

Loan-Backed Securities

1. Prepayment assumptions for LBASS were obtained from external sources and internal estimates.

2. The following table presents the aggregate amortized cost of LBASS before recognized OTTI adjustments, the amount of OTTI
adjustments recognized and the fair value of those securities.

(in millions) 2016 2015
(1) (2 (3) O] (2) (3)

Amortized Amortized
Cost Basis Other-than- Cost Basis Other-than-

Before Temporary Before Temporary
Other-than- Impairment Other-than- Impairment
Temporary Recognized Temporary Recognized
Impairment in Loss Fair Value Impairment in Loss Fair Value

OTTI recognized 1st Quarter
a. Intent to sell $ - $ - $ - $ 5 $ - $ 5
b. Inability or lack of intent to

retain the investment in the

security for a period of time

sufficient to recover the

amortized cost basis 275 3 272 40 - 42
c. Present value of cash flows

expected to be collected is

less than the amortized

cost basis 18 17 16 - 18
d. Total 1st Quarter $ 293§ 4 $ 289 $ 61 $ -5 65

N

OTTI recognized 2nd Quarter
e. Intent to sell $ - 8 - 8 - 8 4 3 - 8 4
f.  Inability or lack of intent to

retain the investment in the

security for a period of time

sufficient to recover the

amortized cost basis 155 1 154 209 2 207
g. Present value of cash flows

expected to be collected is

less than the amortized

cost basis 12 - 12 17 - 17
h. Total 2nd Quarter $ 167 $ 1 93 166 $ 230 $ 2 $ 228

OTTI recognized 3rd Quarter
i. Intentto sell $ - $ - $ - $ 3 9 - $ 3
j.  Inability or lack of intent to

retain the investment in the

security for a period of time

sufficient to recover the

amortized cost basis 11 - 11 148 2 145
k. Present value of cash flows

expected to be collected is

less than the amortized

cost basis 11 - 12 24 2 19
I. Total 3rd Quarter $ 22 $ - $ 23 $ 175  $ 4 S 167

OTTI recognized 4th Quarter
m. Intent to sell $ - $ - $ - $ 2 $ - $ 2
n. Inability or lack of intent to

retain the investment in the

security for a period of time

sufficient to recover the

amortized cost basis 53 1 52 422 5 417
0. Present value of cash flows

expected to be collected is

less than the amortized

cost basis 9 - 9 10 1 7
p. Total 4th Quarter $ 62 $ 1 93 61 $ 434 $ 6 $ 426
g. Annual Aggregate Total $ 6 $ 12

3. The following LBASS were other-than-temporarily impaired at the end of each quarter presented, as a result of the discounted present
value of the cash flows expected to be collected being less than amortized cost. This includes any such impaired LBASS where there
was also the intent to sell or the inability or lack of intent to retain the security for a period of time sufficient to recover the amortized cost
basis. For these impaired LBASS the amortized cost after LBASS will be equal to the fair value at the time of the OTTI and not the
present value of the projected cash flows.
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($ in millions)
1 2 3 4 5 6 7
Book/Adjusted Amortized Cost Date of
Carrying Value Recognized After Other- Financial
Amortized Cost  Present Value Other-Than- Than- Fair Value Statement
Before Current of Projected Temporary Temporary At Time of Where
CUSIP Period OTTI Cash Flows Impairment Impairment OTTI Reported
143108AA6 $ 2 $ 2 $ - $ 2 $ 2 03/31/2016
32052JAA6 $ 3 $ 3 - $ 3 $ 4 03/31/2016
59020UH32 $ 2 $ 2 - $ 2 $ 2 03/31/2016
64015@AB3 $ - $ - - $ - $ - 03/31/2016
64015@AD9 $ 1 $ 1 - $ 1 $ 1 03/31/2016
749581AJ3  $ 2 $ 2 - $ 2 $ 2 03/31/2016
759950FX1  § 5 $ 5 - $ 5 $ 5 03/31/2016
82842RAJ9  § 3 $ 2 1 $ 2 $ 1 03/31/2016
93363DAE7 $ - $ - - $ - $ - 03/31/2016
007036PC4  $ - $ - - $ - $ - 06/30/2016
59020UH32 $ $ - $ $ 06/30/2016
64015@AB3 $ - $ - $ - $ - 06/30/2016
64015@AD9 $ - $ - - $ - $ - 06/30/2016
73316PCK4  $ 3 $ 3 - $ 3 $ 3 06/30/2016
759950FX1  $ 5 $ 5 - $ 5 $ 5 06/30/2016
82842RAJ9 $ 2 $ 2 - $ 2 $ 1 06/30/2016
225470M42  $ 3 $ 3 - $ 3 $ 3 09/30/2016
61750YAA7 § - $ - - $ - $ - 09/30/2016
61751JAF8  § 1 $ 1 - $ 1 $ 1 09/30/2016
64015@AD9 $ 1 $ 1 - $ 1 $ 1 09/30/2016
64129VAB9 § 5 $ 5 - $ 5 $ 6 09/30/2016
759950FX1  § 4 $ 4 - $ 4 $ 4 09/30/2016
93363DAE7 $ - $ - - $ - $ - 09/30/2016
93363TAH5 § - $ - - $ - $ - 09/30/2016
007036PC4  $ - $ - - $ - $ - 12/31/2016
32052JAA6 $ 3 $ 3 - $ 3 $ 3 12/31/2016
64015@AD9 $ 1 $ 1 - $ 1 $ 1 12/31/2016
64129VAC7 $ - $ - - $ - $ - 12/31/2016
73316PBT6  $ 1 $ 1 - $ 1 $ 1 12/31/2016
759950FX1  $ 4 $ 4 - $ 4 $ 4 12/31/2016
93363TAH5 § - $ - - $ - $ - 12/31/2016
$ 1
225470M42  $ 2 $ 2 $ - $ 2 $ 5 03/31/2015
32052JAA6 $ 4 $ 4 - $ 4 $ 5 03/31/2015
46630PAPO  $ - $ - - $ - $ - 03/31/2015
61750YAA7 § - $ - - $ - $ - 03/31/2015
64015@AB3 $ - $ - - $ - $ - 03/31/2015
64015@AD9 $ 1 $ 1 - $ 1 $ 1 03/31/2015
73316PBT6  $ 1 $ 1 - $ 1 $ 1 03/31/2015
759950FX1  $ 6 $ 6 - $ 6 $ 6 03/31/2015
94984SAA9 $ 4 $ 4 - $ 4 $ 5 03/31/2015
225470M42  $ 2 $ 2 - $ 2 $ 3 06/30/2015
64015@AB3 $ - $ - - $ - $ - 06/30/2015
64015@AD9 $ - $ - - $ - $ 1 06/30/2015
64090AAE4 $ 3 $ 3 - $ 3 $ 3 06/30/2015
64129VAB9 § 8 $ 8 - $ 8 $ 8 06/30/2015
759950FX1  § 6 $ 6 - $ 6 $ 6 06/30/2015
14844RAA9 $ 4 $ 4 - $ 4 $ 2 09/30/2015
50184YAA6 $ 3 $ 3 - $ 3 $ 3 09/30/2015
64015@AB3 $ - $ - - $ - $ - 09/30/2015
64015@AD9 $ - $ - - $ - $ - 09/30/2015
64090AAE4 $ 3 $ 2 - $ 2 $ 2 09/30/2015
64129VAB9 §$ 8 $ 7 1 $ 7 $ 6 09/30/2015
73316PCK4  $ 3 $ 3 - $ 3 $ 3 09/30/2015
759950FX1  $ 5 $ 5 - $ 5 $ 5 09/30/2015
82842RAJ9 $ 4 $ 3 1 $ 3 $ 2 09/30/2015
86176Y201 § 4 $ 4 - $ 4 $ 4 09/30/2015
86176YAH5 § 1 $ 1 - $ 1 $ 1 09/30/2015
143108AA6 $ 2 $ 2 - $ 2 $ 2 12/31/2015
14844RAA9 $ 1 $ 1 - $ 1 $ - 12/31/2015
64129VAB9 § 7 $ 6 1 $ 6 $ 5 12/31/2015
86176Y201  $ 4 $ 4 - $ 3 $ 3 12/31/2015
86176YAH5 § 1 $ 1 - $ 1 $ - 12/31/2015
93363DAE7 $ - $ - - $ - $ - 12/31/2015
Total $ 3

Unrealized losses are calculated as the difference between amortized cost and fair value. They result from declines in fair value below
amortized cost and are evaluated for OTTI adjustments. Every LBASS with unrealized losses was included in the portfolio monitoring
process.

The following table summarizes gross unrealized losses and the fair value of LBASS by the length of time these individual securities have
been in a continuous unrealized loss position as of December 31.

(in millions) 2016 2015
a. The aggregate amount of unrealized losses:
1. Less than 12 months $ (5) $ (8)
2. 12 months or longer $ (2) $ (7)
b. The aggregate related fair value of securities
with unrealized losses:
1. Less than 12 months $ 292 $ 334
2. 12 months or longer $ 86 $ 288

As of December 31, 2016, the aggregate amount of unrealized losses related to LBASS was $7 million. Substantially all of the
unrealized losses were related to investment grade LBASS with an unrealized loss position less than 20% of amortized cost, the degree
which suggests these securities did not pose a high risk of being other-than-temporarily impaired. Investment grade is defined as a
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security having an NAIC designation of 1 or 2, a rating of Aaa, Aa, A or Baa from Moody’s, a rating of AAA, AA, A or BBB from S&P
Global Ratings, a comparable rating from another nationally recognized rating agency or a comparable internal rating if an externally
provided rating is not available. Market prices for certain securities may have credit spreads which imply higher or lower credit quality
than the current third party rating. Unrealized losses on investment grade securities were principally related to an increase in market
yields which may include increased risk-free interest rates and/or wider credit spreads since the time of initial purchase.

LBASS in an unrealized loss position were evaluated based on actual and projected collateral losses relative to the securities’ positions
in the respective securitization trusts, security specific expectations of cash flows and credit ratings. This evaluation also takes into
consideration credit enhancement, measured in terms of: (1) subordination from other classes of securities in the trust that are
contractually obligated to absorb losses before the class of security the Company owns; (2) the expected impact of other structural
features embedded in the securitization trust beneficial to the class of securities the Company owns, such as overcollateralization and
excess spread; and (3) for certain LBASS in an unrealized loss position, credit enhancements from reliable bond insurers, where
applicable.

As of December 31, 2016, the Company had not made a decision to sell and it was not more likely than not the Company would be
required to sell these securities with unrealized losses before recovery of the amortized cost basis. As of December 31, 2016, the
Company had the intent and ability to hold LBASS with unrealized losses for a period of time sufficient for them to recover.

E. Repurchase Agreements and/or Securities Lending Transactions

1.

4.

5.

The Company receives cash collateral for securities loaned in an amount generally equal to 102% and 105% of the fair value of domestic
and foreign securities, respectively, and records the related obligations to return the collateral as a liability.

The Company did not pledge its assets as collateral in securities lending transactions as of December 31, 2016 or 2015.
Collateral Received
a. Aggregate Amount Collateral Received

1. The Company did not enter into repurchase agreements in 2016 or 2015.

2. The following table summarizes the Company’s cash collateral received in connection with its securities lending program as of
December 31:

(in millions) Fair Value
2016 2015

Securities lending

(a) Open $ 578 $ 290
(b) 30 days or less - -
(c) 31to60days - -
(d) 61to90days - -
(e) Greater than 90 days - -
(f)  Subtotal $ 578 $ 290
(g) Securities received - -
(h) Total collateral received $ 578 $ 290

3. The Company did not enter into dollar repurchase agreements in 2016 or 2015.

(in millions) December 31,
2016 2015

The fair value of that collateral and of the
portion of that collateral that it has sold or repledged  $ 576 $ 293

c. All collateral is received in the form of cash, unrestricted and maintained in a separate custody account. Collateral is invested in
short-term investments or bonds during the agreement period. The Company monitors the fair value of securities loaned on a daily
basis and obtains additional collateral as necessary under the terms of the agreements to mitigate counterparty credit risk. The
Company maintains the right and ability to repossess the securities loaned on short notice. Substantially all of the Company’s
securities loaned were placed with large banks.

The Company did not use affiliated agents for its securities lending transactions.

Collateral Reinvestment

a. Aggregate Amount Collateral Reinvested

1. The Company did not enter into repurchase agreements in 2016 or 2015.

2. The following table summarizes the Company’s reinvested cash collateral in connection with its securities lending program as
of December 31:

(in millions) 2016 2015
Amortized Fair Amortized Fair
Cost Value Cost Value
Securities lending
(@) Open $ 2§ 2§ 26 $ 26
(b) 30 days or less 267 267 267 267
(c) 31to60days 36 36 - -
(d) 61 to 90 days 15 15 - -
(e) 91 to 120 days - - - -
(f) 121 to 180 days 20 20 - -
(g) 181 to 365 days 87 88 - -
(h) 1to2years 137 138 - -
(i) 2to3years 10 10 - -
(i) Greater than 3 years - - - -
(k) Subtotal $ 574 $ 576 $ 293 $ 293
(I)  Securities received - - - -
(m) Total collateral reinvested  $ 574 $ 576 $ 293 $ 293

3. The Company did not enter into dollar repurchase agreements in 2016 or 2015.

b.  The maturity dates of the liability (collateral to be returned) did not match the invested assets. The invested assets are short-term
investments and bonds that can easily be liquidated on demand to match the liability.
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6. All the collateral the Company has accepted under its securities lending program is permitted, by contract or custom, to be sold or
repledged.

7. None of the securities lending transactions the Company has entered into extend beyond a year.

Real Estate

1. In both 2016 and 2015, the Company recognized impairment losses of $1 million as net realized capital losses in the Statement of
Income on a single real estate investment that was directly and wholly-owned through a limited liability company. In 2016, the fair value
of the real estate investment within the limited liability company was adjusted based on market conditions. In 2015, the fair value of the
real estate investment within the limited liability company was determined by a real estate study completed on the property less
estimated costs to sell.

2. During 2016 the Company sold the single real estate investment that was directly and wholly-owned through a limited liability company
and reported as real estate held for sale as of December 31, 2015. As a result of the sale, the Company recognized a gain of less than
$1 million as net realized capital gains in the Statement of Income. The single real estate investment that was directly and wholly-owned
through a limited liability company was moved to real estate investments held for sale as of December 31, 2015 due to changes to SSAP
No. 40R, Real Estate Investments. None of the Company’s real estate investments were sold in 2015.

3. There were no properties held for sale as of December 31, 2016. The Company experienced no change to a plan of sale for its real
estate investments held for sale as of December 31, 2015.

4. The Company did not engage in retail land sales operations in 2016 or 2015.

5. The Company did not hold real estate with participating mortgage loan features in 2016 or 2015.

LIHTC Property Investments

1.

6.

7.

For the Company’s LIHTC property investments, the number of remaining years of unexpired tax credits ranged from 1 to 12 years and 2
to 13 years as of December 31, 2016 and 2015, respectively. These investments have a required holding period of 15 years.

The amount of LIHTC and other tax benefits recognized during 2016 and 2015 was $56 million and $59 million, respectively.

The balance of the admitted LIHTC property investments recognized within other invested assets was $227 million and $258 million as of
December 31, 2016 and 2015, respectively.

Management was not aware of any of the Company’s LIHTC property investments and related properties being the subject of any
regulatory reviews as of December 31, 2016 or 2015.

The Company’s LIHTC property investments did not exceed 10% of total admitted assets as of December 31, 2016 or 2015.
The Company did not recognize OTT]I losses for its LIHTC property investments in 2016 or 2015.

In 2016 and 2015, the Company did not write-down or reclassify LIHTC property investments.

Restricted Assets

1.

Restricted assets (including pledged) consisted of the following as of December 31:

($ in millions) Gross (Admitted and Nonadmitted) Restricted
2016
1 2 3 4 5 6 7
Protected
G/IA Total Cell
Supporting Protected Account
Total Protected Cell Assets
General Cell Account Supporting Total Increase/
Account Account Restricted GIA Activity Total From (Decrease)
Restricted Asset Category (G/A) Activity (a) Assets (b) (1 plus 3) 12/31/2015 (5 minus 6)
a. Subject to contractual obligations for
which a liability is not shown $ - $ - $ - $ - $ - $ - $ -
b. Collateral held under security lending
agreements 578 - - - 578 290 288

Subject to repurchase agreements - - - - - - -
. Subject to reverse repurchase
agreements - - - - - - -
e. Subject to dollar repurchase agreements - - - - - - -
f.  Subject to dollar reverse repurchase
agreements - - - - - - -
. Placed under option contracts - - - - - - -
. Letter stock or securities restricted as
to sale - excluding Federal Home
Loan Bank (“FHLB”) capital stock 91
FHLB capital stock -
On deposit with states 27
On deposit with other regulatory bodies -
Pledged as collateral to FHLB (including
assets backing funding agreements) - - - - - - -
m. Pledged as collateral not captured in
other categories 32 - - - 32 10 22
n. Other restricted assets 1 - - - 1 1 -
o. Total restricted assets $ 729 $ - $ - $ - $ 729 $ 2,162 $ (1,433

Sa oo

=&

(a) Subset of column 1
(b) Subset of column 3
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(continued) 2016
Percentage
9 10 11
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
Admitted Restricted to to Total
Nonadmitted Restricted Total Admitted
Restricted Asset Category (5 minus 8) Assets (c) Assets (d)
a. Subject to contractual obligations for
which a liability is not shown $ $ - - % - %
b. Collateral held under security lending
agreements 578 1.2 1.2
c. Subject to repurchase agreements - - -
d. Subject to reverse repurchase
agreements - - -
e. Subject to dollar repurchase agreements - - -
f.  Subject to dollar reverse repurchase
agreements - - -
g. Placed under option contracts - - -
h. Letter stock or securities restricted as
to sale - excluding FHLB capital
stock 91 0.2 0.2
i. FHLB capital stock - - -
j. On deposit with states 27 0.1 0.1
k. On deposit with other regulatory bodies - - -
|. Pledged as collateral to FHLB (including
assets backing funding agreements) - - -
m. Pledged as collateral not captured in
other categories 32 0.1 0.1
n. Other restricted assets 1 - -
o. Total restricted assets $ $ 729 16 % 16 %

(c) Column 5 divided by Asset Page, Column 1, Line 28
(d) Column 9 divided by Asset Page, Column 3, Line 28

($ in millions)

Gross (Admitted and Nonadmitted) Restricted

Increase/
(Decrease)

(5 minus 6)

2015
2 3 4
Protected
G/IA Total Cell
Supporting Protected Account
Protected Cell Assets
Cell Account Supporting
Account Restricted G/A Activity
Restricted Asset Category Activity (a) Assets (b) (1 plus 3)
a. Subject to contractual obligations for
which a liability is not shown $ - $ - $ - $
b. Collateral held under security lending
agreements - - -
c. Subject to repurchase agreements - - -
d. Subject to reverse repurchase
agreements - - -
e. Subject to dollar repurchase agreements - - -
f.  Subject to dollar reverse repurchase
agreements - - -
g. Placed under option contracts - - -
h. Letter stock or securities restricted as
to sale - excluding FHLB capital
stock - - -
i. FHLB capital stock - - -
j. On deposit with states - - -
k. On deposit with other regulatory bodies - - -
|.  Pledged as collateral to FHLB (including
assets backing funding agreements) - - -
m. Pledged as collateral not captured in
other categories - - -
n. Other restricted assets - - -
0. Total restricted assets $ - $ - $ - $
(a) Subset of column 1
(b) Subset of column 3
(continued) 2015
Percentage
9 10 11
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
Admitted Restricted to to Total
Nonadmitted Restricted Total Admitted
Restricted Asset Category (5 minus 8) Assets (c) Assets (d)
a. Subject to contractual obligations for
which a liability is not shown $ $ - - % - %
b. Collateral held under security lending
agreements 290 0.7 0.7
c. Subject to repurchase agreements - - -
d. Subject to reverse repurchase
agreements - - -
e. Subject to dollar repurchase agreements - - -
f.  Subject to dollar reverse repurchase
agreements - - -
g. Placed under option contracts - - -
h. Letter stock or securities restricted as
to sale - excluding FHLB capital
stock 1,822 4.1 4.2
i. FHLB capital stock - - -
j. On deposit with states 36 0.1 0.1
k. On deposit with other regulatory bodies - - -
|. Pledged as collateral to FHLB (including
assets backing funding agreements) - - -
m. Pledged as collateral not captured in
other categories 10 - -
n. Other restricted assets 1 - -
o. Total restricted assets $ $ 2,159 49 % 50 %

(c) Column 5 divided by Asset Page, Column 1, Line 28
(d) Column 9 divided by Asset Page, Column 3, Line 28
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The following tables summarize the details the Company’s assets pledged as collateral not captured in other categories (contracts that

share similar characteristics, such as reinsurance and derivatives, are reported in the aggregate) as of December 31:

($ in millions)

Gross (Admitted and Nonadmitted) Restricted

2016

1 2 3 4 5 6 7
Protected
G/IA Total Cell
Supporting Protected Account
Total Protected Cell Assets
General Cell Account Supporting Total Increase/
Account Account Restricted G/A Activity Total From (Decrease)
Description of Assets (G/A) Activity (a) Assets (b) (1 plus 3) 12/31/2015 (5 minus 6)
Collateral pledged for limited liability company
commitment 25 $ - $ - $ - $ 25 $ - $ 25
Collateral pledged for derivatives 7 - - - 7 10 3)
Total (c) 32 $ - $ - $ - $ 32 $ 10 $ 22
(continued) Percentage
8 9 10
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
12/31/16 Restricted to to Total
Admitted Total Admitted
Description of Assets Restricted Assets Assets
Collateral pledged for limited liability company
commitment 25 01 % 01 %
Collateral pledged for derivatives 7 - -
Total (c) 32 01 % 01 %

(a) Subset of column 1
(b) Subset of column 3

(c) Total Line for columns 1 through 7 should equal 5(H)(1)(m) columns 1 through 7 respectively and Total Line for columns 8 through 10 should equal 5(H)(1)(m) columns 9 through 11 respectively.

($ in millions)

Gross (Admitted and Nonadmitted) Restricted

2015
1 2 3 4 5 6 7
Protected
G/A Total Cell
Supporting Protected Account
Total Protected Cell Assets
General Cell Account Supporting Total Increase/
Account Account Restricted G/A Activity Total From (Decrease)
Description of Assets (G/A) Activity (a) Assets (b) (1 plus 3) 12/31/2014 (5 minus 6)
Collateral pledged for limited liability company
commitment - $ - $ - $ - $ - - $ -
Collateral pledged for derivatives 10 - - - 10 12 (2)
Total (c) 10 $ - $ - $ - $ 10 $ 12 $ (2)
(continued) Percentage
8 9 10
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
12/31/15 Restricted to to Total
Admitted Total Admitted
Description of Assets Restricted Assets Assets
Collateral pledged for limited liability company
commitment - - % - %
Collateral pledged for derivatives 10 - % - %
Total (c) 10 - % - %

(a) Subset of column 1
(b) Subset of column 3

(c) Total Line for columns 1 through 7 should equal 5(H)(1)(m) columns 1 through 7 respectively and Total Line for columns 8 through 10 should equal 5(H)(1)(m) columns 9 through 11 respectively.

The following tables summarize the detail of the Company’s other restricted assets (contracts that share similar characteristics, such as

reinsurance and derivatives, are reported in the aggregate) as of December 31:

($ in millions)

Gross (Admitted and Nonadmitted) Restricted

2016

1 2 3 4 5 6 7
Protected
G/IA Total Cell
Supporting Protected Account
Total Protected Cell Assets
General Cell Account Supporting Total Increase/
Account Account Restricted GIA Activity Total From (Decrease)
Description of Assets (G/A) Activity (a) Assets (b) (1 plus 3) 12/31/2015 (5 minus 6)
Puerto Rico bonds required to be held 1 $ - $ - $ - $ 1 $ 1 $ -
Total (c) 1 $ - $ - $ - $ 1 $ 1 $ -
(continued) Percentage
8 9 10
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
12/31/16 Restricted to to Total
Admitted Total Admitted
Description of Assets Restricted Assets Assets
Puerto Rico bonds required to be held 1 - % - %
Total (c) 1 - % - %
(a) Subset of column 1
(b) Subset of column 3
(c) Total Line for columns 1 through 7 should equal 5(H)(1)(n) columns 1 through 7 respectively and Total Line for columns 8 through 10 should equal 5(H)(1)(n) columns 9 through 11 respectively.
($ in millions) Gross (Admitted and Nonadmitted) Restricted
2015
1 2 3 4 5 6 7
Protected
G/A Total Cell
Supporting Protected Account
Total Protected Cell Assets
General Cell Account Supporting Total Increase/
Account Account Restricted G/A Activity Total From (Decrease)
Description of Assets (G/A) Activity (a) Assets (b) (1 plus 3) 12/31/2014 (5 minus 6)
Puerto Rico bonds required to be held 1 $ - - $ - 1 1 $ -
Total (c) 1 $ - $ - $ - $ 1 $ 1 $ -
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(continued) Percentage
8 9 10
Gross
(Admitted & Admitted
Total Nonadmitted) Restricted
12/31/15 Restricted to to Total
Admitted Total Admitted
Description of Assets Restricted Assets Assets
Puerto Rico bonds required to be held $ 1 - % - %
Total (c) $ 1 - % - %

(a) Subset of column 1
(b) Subset of column 3
(c) Total Line for columns 1 through 7 should equal 5(H)(1)(n) columns 1 through 7 respectively and Total Line for columns 8 through 10 should equal 5(H)(1)(n) columns 9 through 11 respectively.

The following table summarizes collateral received and reflected as assets within the Company’s financial statements as of December
31, 2016:

($ in millions) 1 2 3 4
Book/Adjusted % of BACV % of BACV
Carrying to Total Assets to Total
Value (Admitted and Admitted
Collateral Assets (“BACV?”) Fair Value Nonadmitted)* Assets**
a. Cash $ 578 $ 578 1.2 % 1.3 %
b. Schedule D, Part 1 - - - % - %
c. Schedule D, Part 2, Section 1 - - - % - %
d. Schedule D, Part 2, Section 2 - - - % - %
e. Schedule B - - - % - %
f. Schedule A - - - % - %
g. Schedule BA, Part 1 - - - % - %
h. Schedule DL, Part 1 - - - % - %
i. Other - - - % - %
j. Total collateral assets (a+b+c+d+e+f+g+h+i)  § 578 $ 578 1.2 % 1.3 %
* Column 1 divided by Asset Page, Line 26 (Column 1)

Column 1 divided by Asset Page, Line 26 (Column 3)

The following table summarizes the recognized obligations to return collateral assets within the Company’s financial statement as of
December 31, 2016:

($ in millions) 1 2
% of Liability to
Total
Amount Liabilities*
k. Recognized obligations to return collateral assets  $ 578 19 %

* Column 1 dividend by Liability Page, Line 26 (Column 1)

Working Capital Finance Investments

The Company did not hold working capital finance investments as of December 31, 2016 or 2015.

Offsetting and Netting of Assets and Liabilities

None of the Company’s derivative or securities lending transactions contain a valid right to offset assets and liabilities per the requirements of
SSAP No. 64, Offsetting and Netting of Assets and Liabilities. The Company did not enter into repurchase agreements, reverse repurchase

agreements or securities borrowing transactions.

Structured Notes

The Company held the following structured notes as of December 31:

(in millions)
2016
Mortgage-
Book/Adjusted Referenced
CcusiP Actual Fair Carrying Security
Identification Cost Value Value (Yes/No)
24272#AA5 21 21 $ 21 No
539565AB7 9 9 9 No
857477AF0 10 10 10 No
Total 40 40 $ 40
2015
Mortgage-
Book/Adjusted Referenced
CcusiP Actual Fair Carrying Security
Identification Cost Value Value (Yes/No)
24272#AA5 21 21 $ 21 No
29265WAA6 10 10 10 No
539565AB7 9 9 9 No
58940*AA9 9 9 9 No
857477AF0 10 10 10 No
97712DEXO0 2 2 2 No
Total 61 61 $ 61
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5* Securities

The Company held the following 5* securities as of December 31:

($ in millions)

Aggregate Book/Adjusted

Number of 5* Securities Carrying Value Aggregate Fair Value

Investment 2016 2015 2016 2015 2016 2015
(1) Bonds-AC 5 5 $ 41 $ 41 $ 41 $ 41
(2) Bonds-FV 1 2 5 11 5 11
(3) LBASS-AC 1 1 2 2 2 2
(4) LBASS-FV - - - - - -
(5) Preferred stocks - AC 1 - 12 - 12 -
(6) Preferred stocks - FV - 1 - 17 - 17
(7) Total (1+2+3+4+5+6) 8 $ 60 $ 71 $ 60 $ 71

AC — Amortized cost FV - Fair value

Joint Ventures, Partnerships and Limited Liability Companies

A. The Company did not have investments in joint ventures, partnerships or limited liability companies that exceeded 10% of its admitted assets
as of December 31, 2016 or 2015.
B. The Company recognized impairment write-downs on its investments in partnerships and limit liability companies as follows. All impairment

write-downs were identified during the Company’s normal ongoing portfolio monitoring process.

($ in millions) Number of Assets Impairment Amount

Facts and Circumstances

Asset description 2016 2015 2016 2015 Leading to Impairment How Fair Value Determined

Partnership 3 2 $ 35 $ 17 Decline in the fair value of the Assessment of market value
underlying investments deemed of partnership’s investments
to be other-than-temporary

Limited liability - 1 - 2 Decline in the fair value of the Assessment of market value

companies underlying investments deemed of limited liability companies’
to be other-than-temporary investments
3 3 $ 35 $ 19

The Company did not recognize impairment write-downs on joint ventures in 2016 or 2015.
Investment Income

A. Due and accrued investment income is recorded as an asset, with three exceptions. Due and accrued investment income on mortgage loans
in default, where interest is more than 180 days past due, is nonadmitted. Due and accrued investment income for investments other than
mortgage loans, that is more than 90 days past due, is nonadmitted. In addition, due and accrued investment income that is determined to be
uncollectible, regardless of its age, is written off in the period that determination is made.

B. All due and accrued investment income was admitted as of December 31, 2016 and 2015.
Derivative Instruments

A,

B. &

C. Derivative financial instruments utilized by the Company during 2016 and 2015 included credit default swap agreements, foreign currency
forward contracts and futures contracts. The notional amounts specified in the contracts are used to calculate the exchange of contractual
payments under the agreements and are generally not representative of the potential for gain or loss on these agreements. However, the
notional amounts specified in credit default swap agreements where the Company has sold credit protection represents the maximum amount
of potential loss, assuming no recoveries.

Market risk is the risk that the Company will incur losses due to adverse changes in market rates and prices. Market risk exists for all of the
derivative financial instruments the Company currently holds, as these instruments may become less valuable due to adverse changes in
market conditions. To limit this risk, the Company’s senior management has established risk control limits. In addition, changes in fair value
of the derivative financial instruments that the Company uses for risk management purposes are generally offset by the change in the fair
value or cash flows of the hedged risk component of the related assets, liabilities or forecasted transactions.

Counterparty credit exposure represents the Company’s potential loss if all of the counterparties concurrently fail to perform under the
contractual terms of the contracts and all collateral, if any, becomes worthless. This exposure is measured by the statement value of over-the-
counter and cleared derivative contracts with a positive statement value at the reporting date.

The Company manages its exposure to credit risk by utilizing highly rated counterparties, establishing risk control limits, executing legally
enforceable master netting agreements and obtaining collateral where appropriate. The Company has not incurred any losses on derivative
financial instruments due to counterparty nonperformance. Other derivatives, including futures contracts, are traded on organized exchanges,
which require margin deposits and guarantee the execution of trades, thereby mitigating any potential credit risk.

The Company uses derivatives for risk reduction and to increase investment portfolio returns through asset replication. Risk reduction activity
is focused on managing the risks with certain assets and liabilities arising from the potential adverse impacts from changes in risk-free interest
rates, changes in equity market valuations, increases in credit spreads and foreign currency fluctuations. With the exception of non-hedge
derivatives used for asset replication, all of the Company’s derivatives are evaluated for their ongoing effectiveness as either accounting
hedge or non-hedge derivative financial instrument on at least a quarterly basis. The Company does not use derivatives for speculative
purposes.

The paragraphs below describe the derivatives the Company uses, including the objectives, cash requirements and accounting policies.
Swaps

Credit default swap agreements are used for either buying credit protection or selling credit protection on a specified entity or index. Buying
credit protection requires a payment of a premium to a counterparty or a clearing house in exchange for a future cash settlement or a promise
to deliver a bond, if a specified credit event occurs. Selling credit protection provides for the receipt of a premium from a counterparty or a
clearing house in exchange for a future cash settlement, or a promise to purchase a bond, if a specified credit event occurs. The Company
enters into certain credit default swap agreements as a means to buy protection, reducing the credit risk in a particular bond or bond portfolio,
while leaving the security or bond portfolio intact. The Company enters into other credit default swap agreements as replication transactions,
enabling greater diversification of credit risk by selling protection on specified entities that may not be frequent issuers in the traditional
corporate bond market and by selling protection on indices also as a less expensive alternative to the cash market.
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Credit default swap agreements used for buying protection receive non-hedge accounting treatment, and the change in the fair value of open
swap agreements are reported as net unrealized capital gains and losses within unassigned surplus. Credit default swap agreements entered
into as replication transactions are valued at amortized cost. Periodic settlements, which represent amounts receivable from/payable to the
counterparties or a clearing house are based on the settlement terms within the agreement, and reported as a component of net investment
income. Credit default swap agreements are reported in Schedule DB, Part A. If any of these contracts were used for replication purposes,
then they are also reported in Schedule DB, Part C.

Foreign currency forward contracts involve the future exchange or delivery of foreign currencies based on terms negotiated at the inception of
the contract which are settled at the end of the contract. They are used to hedge foreign currency risk associated with holding foreign
currency denominated investments. Cash settlement is required when the contract matures. The amount of cash exchanged is based on the
difference between the specified rate on the date the contract was entered into (contract rate) compared to the actual rate on the settlement
date. On the settlement date, the Company will either pay or receive cash equal to the difference between the contract rate and the actual
rate multiplied by the specified notional amount. The change in the fair value of open foreign currency forward contracts is reported as net
unrealized capital gains and losses, within unassigned surplus, until closed (e.g. terminated or settled). If the contract was hedging coupon
payments of a bond, any gains and losses at closing are reported in net investment income. If the contract was hedging the original principal
of a bond or the bond the Company was hedging is sold, any gains and losses at closing are reported in realized capital gains or losses.
Foreign currency forward contracts entered into as a replication transaction are valued at amortized cost. These contracts are reported in
Schedule DB, Part A and receive non-hedge accounting treatment. If any of these contracts were used for replication purposes, then they are
also reported in Schedule DB, Part C.

Futures

The Company utilizes equity index and interest rate futures contracts. Futures contracts are defined as commitments to buy or sell designated
financial instruments based on specified prices, yields or indices. Futures contracts provide returns at specified or optional dates based upon
a specified index or interest rate applied to a notional amount. The Company utilizes equity index and interest rate futures contracts to (1)
manage the interest rate risks of existing investments by changing the duration of the portfolio in order to offset the economic effect that
interest rates would otherwise have on the fair value of the bonds; (2) offset valuation losses in the equity portfolio during periods of declining
equity market values and (3) increase equity exposure through asset replication. In addition, equity index futures are used to hedge the
market risk related to deferred compensation liability contracts. Daily cash settlement of variation margins is required for futures contracts and
is based on the changes in daily prices. The final settlement of equity index and interest rate futures contracts is always in cash. Daily cash
settlements of margin gains or losses for futures contracts receiving fair value hedge accounting treatment are reported in net investment
income. The daily cash settlements of margin gains and losses for futures contracts that receive non-hedge accounting treatment and have
terminated are reported in net realized capital gains or losses. The daily cash settlements of margin gains and losses for open futures
contracts that receive non-hedge accounting treatment are reported as net unrealized capital gains and losses within unassigned surplus.
Futures contracts are reported in Schedule DB, Part B and receive either fair value hedge accounting or non-hedge accounting treatment,
depending on the strategy. If any of these contracts were used for replication purposes, then they are also reported in Schedule DB, Part C.

The Company did not have gains or losses in net unrealized capital gains or losses that represented a component of any derivatives’ gain or
loss that was excluded from the assessment of hedge effectiveness in 2016 or 2015.

The Company did not have gains or losses in net unrealized capital gains or losses that resulted from derivatives that no longer qualify for
hedge accounting treatment in 2016 or 2015.

The Company did not have derivatives accounted for as cash flow hedges of a forecasted transaction.

Income Taxes

The application of SSAP No. 101 requires the Company to evaluate the recoverability of DTAs and to establish a statutory valuation allowance
adjustment (“valuation allowance”) if necessary to reduce the DTA to an amount which is more likely than not to be realized. Considerable
judgment is required in determining whether a valuation allowance is necessary, and if so, the amount of such valuation allowance. In evaluating
the need for a valuation allowance the Company considers many factors, including: (1) the nature of the DTAs and DTLs; (2) whether they are
ordinary or capital; (3) the timing of their reversal; (4) taxable income in prior carryback years as well as projected taxable earnings exclusive of
reversing temporary differences and carryforwards; (5) the length of time that carryovers can be utilized; (6) unique tax rules that would impact the
utilization of the DTAs; and (7) any tax planning strategies that the Company would employ to avoid an operating loss or tax credit carryforward
from expiring unused. Although the realization is not assured, management believes it is more likely than not that the DTAs, net of the valuation
allowance, will be realized. The Company did not record a valuation allowance as of December 31, 2016 or 2015.

A

1. The components of the net DTA (DTL) were as follows as of December 31:

2016 2015 Change
(in millions) (1) (2) (3) (4) (5) (6) (7) (8) (9)
(Col 1+2) (Col 4+5) (Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total

(a) Gross DTAs $ 1,533 $ 281 $ 1,814  § 1,505 § 382 $ 1,887 § 28 § (101) $ (73)
(b) Valuation allowance - - - - - - - - -
(c) Adjusted gross DTAs (1a-1b) $ 1,533 $ 281 $ 1814  §$ 1505 $ 382 $ 1,887 § 28 $ (101) § (73)
(d) DTAs nonadmitted 104 - 104 233 - 233 (129) - (129)
(e) Subtotal — net admitted DTA

(1c-1d) $ 1,429 $ 281 $ 1,710  § 1272 § 382 $ 1,654 § 157  § (101) $ 56
(f)y DTLs 334 188 522 201 259 460 133 (71) 62
(g) Net admitted DTA/(net DTL)

(1e-1f) $ 1,095 $ 93 $ 1,188  § 1,071 § 123 $ 1194  § 24§ (30) $ (6)
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2. The amount of adjusted gross DTAs admitted under each component of SSAP No. 101 was as follows as of December 31:

2016
(in millions) (1) (2) (3)
(Col 142)
Ordinary Capital Total
(a) Federal income taxes paid in prior years recoverable through loss carrybacks $ 994 93 1,087
(b) Adjusted gross DTAs expected to be realized (excluding the amount of DTAs from 2(a) above)
after application of the threshold limitation. (the lessor of 2(b)1 and 2(b)2 below) 101 - 101
1. Adjusted gross DTAs expected to be realized following the balance sheet date 101 - 101
2. Adjusted gross DTAs allowed per limitation threshold XXX XXX 2,145
(c) Adjusted gross DTAs (excluding the amount of DTAs from 2(a) and 2(b) above) offset by gross
DTLs 334 188 522
(d) DTAs admitted as the result of application of SSAP No. 101, total (2(a) + 2(b) + 2(c)) $ 1429 §$ 281 $ 1,710
2015
(4) (5) (6)
(Col 4+5)
Ordinary Capital Total
(a) Federal income taxes paid in prior years recoverable through loss carrybacks $ 998 § 123§ 1,121
(b) Adjusted gross DTAs expected to be realized (excluding the amount of DTAs from 2(a) above)
after application of the threshold limitation. (the lessor of 2(b)1 and 2(b)2 below) 73 - 73
1. Adjusted gross DTAs expected to be realized following the balance sheet date 73 - 73
2. Adjusted gross DTAs allowed per limitation threshold XXX XXX 2,109
(c) Adjusted gross DTAs (excluding the amount of DTAs from 2(a) and 2(b) above) offset by gross
DTLs 201 259 460
(d) DTAs admitted as the result of application of SSAP No. 101, total (2(a) + 2(b) + 2(c)) $ 1272 $ 382 $ 1,654
Change
7 (8) 9)
(Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total
(a) Federal income taxes paid in prior years recoverable through loss carrybacks $ (4) (30) (34)
(b) Adjusted gross DTAs expected to be realized (excluding the amount of DTAs from 2(a) above)
after application of the threshold limitation. (the lessor of 2(b)1 and 2(b)2 below) 28 - 28
1. Adjusted gross DTAs expected to be realized following the balance sheet date 28 - 28
2. Adjusted gross DTAs allowed per limitation threshold XXX XXX 36
(c) Adjusted gross DTAs (excluding the amount of DTAs from 2(a) and 2(b) above) offset by gross
DTLs 133 (71) 62
(d) DTAs admitted as the result of application of SSAP No. 101, total (2(a) + 2(b) + 2(c)) $ 157§ (101) $ 56
3. The Company’s threshold information used to determine the amount of DTAs admitted was as follows as of December 31:
(in millions) 2016 2015
(a) Ratio percentage used to determine recovery period and
threshold limitation amount. 573.3 % 5814 %
(b) Amount of adjusted capital and surplus used to determine
recovery period and threshold limitation in 2(b)2 above. $ 14,688 $ 14,421
4. The impact of tax-planning strategies on adjusted gross and net admitted DTAs was as follows as of December 31:
2016 2015 Change
(U] (2) (3) (4) (5) (6)
(Col 1-3) (Col 2-4)
Ordinary Capital Ordinary Capital Ordinary Capital
(a) Determination of adjusted gross deferred tax assets and net admitted
deferred tax assets, by tax character as a percentage.
1. Adjusted gross DTAs amount from Note 9A1(c) $ 1,533 $ 281 $ 1,505 $ 382 % 28 $ (101)
2. Percentage of adjusted gross DTAs by tax character attributable to
the impact of tax planning strategies - % - % - % - % - % - %
3. Net admitted adjusted gross DTAs amount from Note 9A1(e) $ 1429 $ 281  $ 1272 $ 382 § 157  § (101)
4. Percentage of net admitted adjusted gross DTAs by tax character
admitted because of the impact of tax-planning strategies - % - % - % - % - % - %
(b) Does the Company’s tax-planning strategies include the use of reinsurance? Yes No X

The Company recognized all DTLs as of December 31, 2016 and 2015.
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Current income taxes incurred consist of the following major components:

11) Net operating loss carry-forward - - -
12) Tax credit carry-forward - - -

(in millions) (1) () 3)
(Col 1-2)
12/31/2016 12/31/2015 Change
1. Current Income Tax
(a) Federal $ 486 $ 721 $ (235)
(b)  Foreign - - -
(c) Subtotal $ 486 $ 721 $ (235)
(d) Federal income tax on net capital gains 130 54 76
(e) Utilization of capital loss carry-forwards - - -
(f)  Other - - -
(g) Federal and foreign income taxes incurred $ 616 $ 775 $ (159)
2. DTAs
(a) Ordinary
(1)  Discounting of unpaid losses $ 187 $ 199 $ (12)
(2)  Unearned premium reserve 721 709 12
(3) Policyholder reserves - - -
(4) Investments 68 67 1
(5) Deferred acquisition costs - - -
(6) Policyholder dividends accrual - - -
(7) Fixed assets - 1 (1)
(8) Compensation and benefits accrual 212 204 8
(9) Pension accrual - - -
(10) Receivables — nonadmitted 289 270 19
(
(
(

13) Other (including items <5% of total ordinary tax assets) 56 55 1
(99) Subtotal $ 1,533 $ 1,505 $ 28
(b) Valuation allowance $ - $ - $ -
(c) Nonadmitted $ 104 $ 233 $ (129)
(d) Admitted ordinary DTAs (2a99 — 2b — 2¢) $ 1,429 $ 1,272 $ 157
(e) Capital
(1) Investments $ 224 $ 234 $ (10)
(2) Net capital loss carry-forward - - -
(3) Real estate 8 8 -
(4)  Unrealized losses 49 140 (91)
(5)  Other (including items <5% of total capital tax assets) - - -
(99) Subtotal $ 281 $ 382 $ (101)
(f)  Valuation allowance $ - $ - $ -
(g) Nonadmitted $ - $ - $ -
(h)  Admitted capital DTAs (2e99 — 2f — 2g) $ 281 $ 382 $ (101)
(i)  Admitted DTAs (2d + 2h) $ 1,710 $ 1,654 $ 56
3. DTLs
(@) Ordinary
(1) Investments $ 23 $ 20 $ 3
(2) Fixed assets 107 126 (19)
(3) Deferred and uncollected premium - - -
(4) Policyholder reserves - - -
(5)  Premium acquisition expense 11 10 1
(6) Salvage & subrogation discounting 4 4 -
(7)  Other (including items <5% of total ordinary tax liabilities) 51 36 15
(99) Subtotal $ 196 $ 196 $ -
(b) Capital
(1) Investments $ 5 $ 7 $ 2)
(2) Real estate - - -
(3) Unrealized gains 321 257 64
(4)  Other (including items <5% of total capital tax liabilities) - - -
(99) Subtotal $ 326 $ 264 $ 62
(c) DTLs (3299 + 3b99) $ 522 $ 460 $ 62
4. Net DTAs/DTLs (2i — 3c) $ 1,188 $ 1,194 $ (6)

The change in net deferred income tax comprises the following as of December 31 (this analysis is exclusive of nonadmitted assets, as the
change in nonadmitted assets is reported separately from the change in net deferred income tax in the surplus section of the Annual
Statement):

(in millions) 2016 2015 Change
Total DTAs $ 1814 $ 1,887 $ (73)
Total DTLs 522 460 62
Net DTAs (DTLs) $ 1,292 $ 1,427 (135)
Tax effect of unrealized gains (losses) 155
Change in net deferred income tax 20
Surplus adjustments — including stock option forfeitures 9
Tax effect of change in accounting principles -
Tax effect of nonadmitted assets (19)
Change in net deferred income tax relating to the provision $ 10
2015 2014 Change
Total DTAs $ 1,887 $ 1,703 $ 184
Total DTLs 460 492 (32)
Net DTAs (DTLs) $ 1427 $ 1,211 216
Tax effect of unrealized gains (losses) (150)
Change in net deferred income tax 66
Surplus adjustments — including stock option forfeitures 31
Tax effect of change in accounting principles 10
Tax effect of nonadmitted assets (41)
Change in net deferred income tax relating to the provision $ 66
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The provision for federal income taxes incurred was different from that which would have been obtained by applying the statutory federal
income tax rate to income before taxes. The items causing this difference were as follows as of December 31:

Effective Effective
(in millions) 2016 Tax Rate 2015 Tax Rate
Provision computed at statutory rate $ 698 350 % $ 868 350 %
Tax-exempt interest deduction (31) (1.6) (102) (4.1)
Tax credits (39) (2.0) (38) (1.5)
Other (22) (1.0) (19) (0.8)
Change in net deferred income taxes 10 0.5 66 2.6
Total statutory income taxes $ 616 309 % $ 775 312 %

1. As of December 31, 2016, the Company did not have net operating loss or tax credit carryforwards available to offset future net income

subject to federal income taxes.

2. As of December 31, 2016, income taxes incurred by the Company in 2016 and 2015 of $449 million and $546 million, respectively, will be

available for recoupment in the event of future net losses.

3. The Company did not have deposits admitted under Section 6603 of the Internal Revenue Code (“IRC”) as of December 31, 2016 or

2015.

1. The Allstate Corporation’s (the “Corporation”) federal taxable income for the year ended December 31, 2016 is consolidated with the

entities listed below:

ALIC Reinsurance Company

Allstate Assignment Company

Allstate Assurance Company

Alistate Enterprises, LLC

Allstate Financial Corporation

Allstate Financial Insurance Holdings Corporation
Alistate Fire and Casualty Insurance Company
Allstate Indemnity Company

Allstate Insurance Company

Allstate International Holdings, Inc.

Allstate Investment Management Company
Alistate Investments, LLC

Allstate Life Insurance Company

Allstate Life Insurance Company of New York
Allstate Motor Club, Inc.

Alistate New Jersey Insurance Company

Allstate New Jersey Property and Casualty Insurance Company
Allstate Non-Insurance Holdings, Inc.

Alistate North American Insurance Company
Allstate Northbrook Indemnity Company

Allstate Property and Casualty Insurance Company
Alistate Settlement Corporation

Allstate Texas Lloyd’s

Allstate Texas Lloyd’s, Inc.

Alistate Vehicle and Property Insurance Company
American Heritage Life Insurance Company
American Heritage Service Company

Answer Financial, Inc.

Castle Key Indemnity Company

Castle Key Insurance Company

Encompass Floridian Indemnity Company

Encompass Floridian Insurance Company

Encompass Home and Auto Insurance Company

Encompass Indemnity Company

Encompass Independent Insurance Company

Encompass Insurance Company

Encompass Insurance Company of America

Encompass Insurance Company of Massachusetts

Encompass Insurance Company of New Jersey

Encompass Property and Casualty Company

Encompass Property and Casualty Insurance
Company of New Jersey

E.R.J. Insurance Group, Inc.

Esurance Holdings, Inc.

Esurance Insurance Company

Esurance Insurance Company of New Jersey

Esurance Insurance Services, Inc.

Esurance Property and Casualty Insurance Company

First Colonial Insurance Company

Intramerica Life Insurance Company

Ivantage Select Agency, Inc.

Kennett Capital, Inc.

Lincoln Benefit Reinsurance Company

North Light Specialty Insurance Company

Northeast Agencies, Inc.

Pablo Creek Services, Inc.

Signature Agency, Inc.

Signature Motor Club, Inc.

Signature Motor Club of California, Inc.

Signature Nationwide Auto Club of California, Inc.

Signature’s Nationwide Auto Club, Inc.

The Allstate Corporation

2. The Company joins the Corporation and its 60 domestic subsidiaries in the filing of a consolidated federal income tax return. The
consolidated group has elected under IRC Section 1552(a)(2) to allocate the consolidated federal income tax liability based on each
member's federal income tax liability computed on a separate return basis, except all tax benefits resulting from operating losses and tax
credits are allocated to the Company to the extent they can be utilized in the consolidated return. In years when the consolidated tax
return results in an alternative minimum tax liability, the regular tax is allocated first as described above, and the excess of the alternative
minimum tax over the regular tax is allocated to the members whose tax posture gave rise to the alternative minimum tax.

G. The Company believes it is reasonably possible that the liability balance related to federal income tax loss contingencies will not significantly

increase in the next twelve months.

10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties

A

B. &
C.

The Company paid a total of $1.90 billion of dividends in cash and bonds to its parent, Allstate Insurance Holdings, LLC (“AIH”), in 2016. The
Company paid a total of $2.31 billion cash dividends to AlH in 2015. See Note 13, Part 4 for details.

Commencing in the third quarter of 2016, the Company invested in the Allstate Short Term Pool (“Short term pool”), which is offered by the
Allstate Short Term Pool, LLC to certain wholly-owned affiliated companies of the Corporation. The Short term pool is an investment pool
managed by Allstate Investment Management Company (“AIMCQO”), an affiliate of the Corporation, whose purpose is to efficiently manage
cash and cash equivalents for its member companies. Each member company has an undivided interest in the underlying assets of the Short
term pool maintained at a stable net asset value and unit price in proportion to the member's Membership Percentage, as defined in the
Operating Agreement of Allstate Short Term Pool, LLC (“Operating Agreement”). The fair value of the underlying assets of the Short term pool
are monitored daily. All income, gains, losses and deductions of the Short term pool are allocated among the member companies based on
the member's Membership Percentage. As of December 31, 2016, the Company’s investment in the Short term pool was $1.31 billion.

There were no other transactions entered into by the Company with related parties in 2016 or 2015 that involved more than %2 of 1% of the
Company’s admitted assets. Activity resulting from reinsurance agreements, insurance contracts or cost allocation transactions in accordance

with intercompany agreement provisions was excluded.
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The Company reported the following as receivables from affiliates as of December 31:

(in millions) 2016 2015
Allstate Life Insurance Company ("ALIC") $ 53 $ 56
Arity, LLC 21 -
American Heritage Life Insurance Company 15 16
First Colonial Insurance Company 14 16
Allstate Enterprises, LLC 14 13
Pablo Creek Services, Inc. 13 12
Alistate New Jersey Insurance Company
Esurance Insurance Services, Inc.
Allstate Financial Services, LLC (“AFS”)
Allstate Property and Casualty Insurance Company
Allstate Assurance Company (“AAC”)
Alistate Investments, LLC (“AILLC”)
E.R.J. Insurance Group, Inc.
Castle Key Insurance Company
Alistate Vehicle and Property Insurance Company
Allstate Indemnity Company
Encompass Indemnity Company
Signature Motor Club, Inc.
Alistate Life Insurance Company of New York (“ALNY”)
North Light Specialty Insurance Company
Allstate Insurance Company of Canada ("AICC")
Northeast Agencies, Inc.
Answer Financial Inc.
Tech-Cor, LLC

Total $ 200 $
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The Company also reported the following as payable to affiliates as of December 31:

(in millions) 2016 2015
Esurance Property and Casualty Insurance Company $ 99 $ 105
Corporation 81 80
Esurance Insurance Company 32 34
Allstate Fire and Casualty Insurance Company 1 3
Allstate Motor Club, Inc. 1 1
Ilvantage Select Agency, Inc. - 2

Total $ 214 $ 225

Intercompany receivable and payable balances are evaluated on an individual company basis. Net intercompany balances less than $1
million and those equal to or greater than $1 million are generally settled quarterly and monthly, respectively, with two exceptions. Net
intercompany balances with AFS are settled monthly regardless of dollar amount. In addition, net intercompany balances with the Corporation
related to profit sharing the Corporation grants to the Company’s employees are settled annually.

All guarantees and undertakings of the Company are disclosed in Note 14, Part A in accordance with the requirements of SSAP No. 5R,
Liabilities, Contingencies and Impairments of Assets — Revised (“SSAP No. 5R”).

The Company, ALIC and the Corporation are parties to the Amended and Restated Intercompany Liquidity Agreement (“Liquidity Agreement”)
as well as AAC, Road Bay Investments, LLC, and Allstate Finance Company, LLC. The Liquidity Agreement allows for short-term advances of
funds to be made between parties for liquidity and other general corporate purposes, but does not establish a commitment to advance funds
on the part of any party. The Company and ALIC each serve as a lender and borrower, and the Corporation serves only as a lender, with a
one-year term. The aggregate amount of advances made or received by the Company is limited to $1.00 billion.

The Company entered into the Intercompany Loan Agreement with the Corporation. The amount available to the Company is at the discretion
of the Corporation, however, the maximum amount of loans the Corporation can have outstanding to all its eligible subsidiaries at any given
point in time is limited to $1.00 billion. From time to time, the Company borrows money from the Corporation to meet its short-term cash
needs. The Corporation may use commercial paper borrowings, bank lines of credit and securities lending to fund intercompany borrowings.

The Company, the Corporation and certain of its affiliated insurance companies are parties to the Amended and Restated Service and
Expense Agreement (the "Agreement") pursuant to which the Company provides access to a variety of services, including the utilization of
shared bank accounts for cash collections and disbursements in certain situations. The Agreement provides for cost sharing and allocation of
operating expenses among the parties.

The Company is a party to the Investment Management Agreement with AILLC whereby AILLC provides investment management services
and advice.

The Company, the Corporation and certain of its wholly-owned affiliated companies are parties to the Operating Agreement as described in
Note 10, Parts A, B & C, which provides a framework for AIMCO to efficiently manage cash and cash equivalents of the Short term pool’s
members.

The Company is a party to the Reimbursement Agreement with the Corporation under which the Corporation sponsors certain benefit and
compensation plans.

The Company is a party to a federal income tax allocation agreement with the Corporation (see Note 9, Part F).
The Company is a wholly-owned subsidiary of AlH, a Delaware limited liability company. AlH is a wholly-owned subsidiary of the Corporation.

As of both December 31, 2016 and 2015, the Company owned 37,471 common shares of the Corporation with a cost of $1 million. The entire
carrying amount of the investment was reported as a nonadmitted asset.

The Company did not have investments in subsidiaries, controlled or affiliated (“SCA”) entities that exceeded 10% of the Company’s
December 31, 2016 or 2015 admitted assets.

The Company did not recognize impairments related to its SCA entity investments in 2016 or 2015.

The Company did not have investments in foreign insurance subsidiaries that were calculated by adjusting annuity GAAP account value
reserves using the Commissioners Annuity Reserve Valuation Method and the related actuarial guidelines as of December 31, 2016 or 2015.

The carrying value of the Company’s investments in Current Creek Investments, LLC (“Current Creek”) and AP Real Estate, LLC (“AP Real
Estate”) as of December 31 is presented in the table below.
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(in millions) 2016 2015
Current Creek $ 159 § 170
AP Real Estate $ 64 $ 65

The Company utilized the look-through approach to determine the carrying value of both these investments. Current Creek and AP Real
Estate are holding companies whose financial statements are not audited. Current Creek and AP Real Estate have invested in five joint
ventures and three direct real estate properties, respectively. Each joint venture and the combined real estate properties prepares audited
financial statements in conformity with GAAP. The Company has limited its investments in Current Creek and AP Real Estate to the value of
the underlying assets contained in the audited financial statements as required by SSAP No. 97, Investments in Subsidiary, Controlled and
All liabilities, commitments, contingencies, guarantees and obligations of Current Creek and AP Real
Estate, which are required to be recorded as liabilities, commitments, contingencies, guarantees and obligations under applicable accounting
guidance, are reflected in the Company’s determination of the carrying value of its investments in Current Creek and AP Real Estate.

Affiliated Entities (“SSAP No. 977).

All SCA Investments

1. The following tables contain information about the Company’s investments in foreign insurance and non-insurance SCA entities as of

December 31:

($ in millions) 2016
Percentage
of SCA Gross Admitted Nonadmitted
SCA Entity Ownership Amount Amount Amount

a. SSAP No. 97 8a entities

Corporation % $ 3 % -
b. SSAP No. 97 8b(ii) entities

Alistate Texas Lloyds, Inc. (“ATL, Inc.”) 1000 % $ 2 3 -
c. SSAP No. 97 8b(iii) entities

Allstate Financial Corporation (“AFC”) 100.0 % - -
d. SSAP No. 97 8b(iv) entities

Allstate Insurance Company of Canada (“AlICC”) 100.0 % 625 625
e. Total SSAP No. 97 8b entities (except 8b(i) entities)

(b+c+d) $ 627 % 625
f. Aggregate Total (a+e) $ 630 $ 625

2015
Percentage
of SCA Gross Admitted Nonadmitted
SCA Entity Ownership Amount Amount Amount

a. SSAP No. 97 8a entities

Corporation 0% $ 2 $ - 2
b. SSAP No. 97 8b(ii) entities

ATL, Inc. 1000 % $ 2 $ - 2
c. SSAP No. 97 8b(iii) entities

AFC 100.0 % - - -
d. SSAP No. 97 8b(iv) entities

AICC 100.0 % 523 523 -
e. Total SSAP No. 97 8b entities (except 8b(i) entities)

(b+c+d) $ 525 $ 523 2
f. Aggregate Total (a+e) $ 527 $ 523 4

() The Company owns less than 1.0% of the Corporation.

2. The following table contains the NAIC filing response information about the Company’s investments in foreign insurance and non-

insurance SCA entities as of December 31:

($ in millions) 2016
NAIC
Disallowed
Entities
Type NAIC Valuation
of Date of NAIC Response Method,
NAIC Filing to Valuation Received Resubmission
SCA Entity Filing* the NAIC Amount Y/IN Required Y/N Code**
a. SSAP No. 97 8a entities
Corporation Sub-1 11/17/2016 - Y N |
b. SSAP No. 97 8b(ii) entities
ATL, Inc. Sub-1 11/09/2016 - Y N |
c. SSAP No. 97 8b(iii) entities
AFC Sub-1 11/09/2016 - Y N |
d. SSAP No. 97 8b(iv) entities
AICC Sub-2 05/18/2016 625 Y N |
e. Total SSAP No. 97 8b entities (except 8b(i)
entities) (b+c+d) 625
f. Aggregate Total (a+e) 625
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2015
NAIC
Disallowed
Entities
Type NAIC Valuation
of Date of NAIC Response Method,
NAIC Filing to Valuation Received Resubmission
SCA Entity Filing* the NAIC Amount Y/IN Required Y/N Code**
a. SSAP No. 97 8a entities
b. SSAP No. 97 8b(ii) entities
c. SSAP No. 97 8b(iii) entities
d. SSAP No. 97 8b(iv) entities
AlCC Sub-2 05/20/2015 635 Y N
e. Total SSAP No. 97 8b entities (except 8b(i)
entities) (b+c+d) $ 635
f. Aggregate Total (a+e) $ 635

* 81— Sub-1, S2- Sub-2 or RDF — Resubmission of Disallowed Filing
** | — Immaterial or M-Material

Since the investments in the Corporation, ATL, Inc. and AFC are not admitted, the Company did not submit filings to the NAIC to
determine the market valuation of these entities in 2015.

N. Investment in Insurance SCAs

1.

11. Debt

The Company’s investment in ALIC, a wholly-owned insurance company, was based on the underlying statutory equity of ALIC. ALIC’s
assets include an investment in ALNY, a wholly-owned insurance company domiciled in the State of New York. ALIC’s investment in
ALNY was based on the underlying statutory equity of ALNY and included the impact of a New York prescribed practice which differed
from the NAIC SAP. Specifically, the calculation of deferred premium assets included the establishment of a prepaid reinsurance
premium asset in accordance with New York Regulation 172. SSAP No. 61R, Life, Deposit-Type and Accident and Health Reinsurance,
requires the deferred premium asset to be reduced by the proportionate amount attributable to reinsurance.

The table below contains the monetary effect on the Company’s year-to-date net income and as of surplus which resulted from ALNY
using the New York prescribed accounting practice described above, which differed from the NAIC SAP, the amount of the Company’s
investment in ALIC based on ALNY’s statutory equity applying the prescribed practice and the amount of the Company’s investment in
ALIC if ALNY had completed its statutory financial statements in accordance with the APPM, without considering the prescribed practice,
as of December 31:

(in millions) Monetary Effect on NAIC SAP Amount of Investment
If The
Insurance
SCA Had
Completed
Net Income Surplus Statutory
SCA Entity Increase Increase Statutory Financial
(Investments in Insurance SCA Entities) (Decrease) (Decrease) Equity Statements*
2016
ALIC $ (1) $ 6) $ 3,047 $ 3,053
2015
ALIC $ - $ 5) $ 2,869 $ 2,874

* Per APPM (without permitted or prescribed practice)

The Company’s investment in ALIC as of December 31, 2016 was based on unaudited statutory equity. ALIC’s December 31, 2016
audited statutory equity will be available in June of 2017. The Company does not expect it to be materially different from what is
disclosed in the table above. The Company’s investment in ALIC as of December 31, 2015 was equal to ALIC’s audited statutory equity.

If ALNY had not used the New York prescribed practice a risk-based capital regulatory event would not have been triggered.

A. The Company did not have debt outstanding as of December 31, 2016 or 2015.

B. The Company did not hold capital stock of the FHLB or have funding agreements or borrowing arrangements with this entity as of December
31, 2016 or 2015.

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans

A. Defined Benefit Plan

()

Change in benefit obligation
a. Pension Benefits

The Company was not a sponsor of defined benefit pension plans.
b.  Postretirement Benefits

The Company provides certain health care subsidies for eligible claim employees hired before January 1, 2003, including their
eligible dependents, when they retire. Qualified employees may become eligible for these benefits if they retire in accordance with
the Company’s established retirement policy and are continuously insured under the Company’s group plans or other approved
plans in accordance with the plan’s participation requirements. The Company shares the cost of retiree medical benefits with non
Medicare-eligible retirees based on years of service, with the Company’s share being subject to a 5.0% limit on future annual
medical cost inflation after retirement. For Medicare-eligible retirees, the Company provides a fixed Company contribution based on
years of service and other factors, which is not subject to adjustments for inflation. The Company has reserved the right to modify
or terminate its benefit plans at any time and for any reason.

The Company calculates benefit obligations based upon generally accepted actuarial methodologies using the accumulated
postretirement benefit obligation (“APBO”) for other postretirement plans. The other postretirement obligations are determined using
a December 31 measurement date. The benefit obligations represent the actuarial present value of all benefits attributed to
employee service rendered as of the measurement date. The Company’s other postretirement benefit plans are not funded.
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Overfunded Underfunded

(in millions) 2016 2015 2016 2015
1. Benefit obligation at beginning of year $ -3 - $§ 159 $ 235
2. Service cost - - 4 5
3. Interest cost - - 7 10
4. Contribution by plan participants - - 16 18
5. Actuarial (gain) loss - - (10) (73)
6. Foreign currency exchange rate changes - - - -
7. Benefits paid - - (24) (36)
8. Plan amendments - - (12) -
9. Business combinations, divestitures,

curtailments, settlements and special

termination benefits - - - -
10. Benefit obligation at end of year $ -3 - $ 140 $ 159

c. Special or Contractual Benefits per SSAP No. 11, Postemployment Benefits and Compensated Absences (“SSAP No. 117)
The Company was not a sponsor of defined benefit postemployment plans.
Change in plan assets

The Company was not a sponsor of defined benefit pension plans or postemployment plans. The Company’s other postretirement
benefit plans were not funded.

Funded status

Pension Postretirement
Benefits Benefits

(in millions) 2016 2015 2016 2015
Overfunded:
a. Assets (nonadmitted)

1. Prepaid benefit costs $ - 3 - $ 9 3 75

2. Overfunded plan assets - - - -

3. Total assets (nonadmitted) $ - 9 - $ 9 $ 75
Underfunded:
b. Liabilities recognized

1. Accrued benefit costs $ - 3 - $ 239 $ 234

2. Liability for pension benefits - - - -

3. Total liabilities recognized $ - % - $ 239 $ 234
c. Unrecognized liabilities $ - 3 - $ - 3 -
Components of net periodic benefit cost

Special or
Pension Postretirement Contractual Benefits
Benefits Benefits Per SSAP No. 11
(in millions) 2016 2015 2016 2015 2016 2015
a. Service cost $ -3 - 3 4 % 5 8 - 3 -
b. Interest cost - - 7 10 - -
c. Expected return on plan assets - - - - - -
d. Transition asset or obligation - - - - - -
e. Gains and losses - - (10) 4 - -
f.  Prior service cost or credit - - 12 12 - -
g. Gain or loss recognized due to a settlement
or curtailment - - - - - -

h Total net periodic benefit cost $ - $ - $ 13 31 $ - $ -

The change in items not yet recognized as a component of net periodic cost, which was recorded in unassigned funds (surplus)

Pension Postretirement
Benefits Benefits
(in millions) 2016 2015 2016 2015
a. ltems not yet recognized as a component of
net periodic cost - prior year $ - $ - $ (@75 3 14
b. Net transition asset of obligation recognized - - - -
c. Net prior service cost or credit arising during
the period - - (12) -
d. Net prior service cost or credit recognized - - (12) (12)
e. Net gain and loss arising during the period - - (10) (73)
f. Net gain and loss recognized - - 10 (4)
g. ltems not yet recognized as a component of
net periodic cost - current $ - $ - $ (99 $ (75

Amounts in unassigned funds (surplus) expected to be recognized in 2017 as components of net periodic benefit cost

Pension Postretirement
Benefits Benefits
(in millions) 2016 2015 2016 2015
a. Net transition asset or obligation $ - $ - 8 - -
b. Net prior service cost or credit $ -3 - 8 8 $ 13
c. Net recognized gains and losses $ - $ -8 @ § (14
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Amounts in unassigned funds (surplus) that had not been recognized as components of net periodic benefit cost

Pension Postretirement
Benefits Benefits
(in millions) 2016 2015 2016 2015
a. Net transition asset or obligation $ - % - 8 - $ -
b. Net prior service cost or credit $ - 3 - 3 13 $ 38
c. Net recognized gains and losses $ - 8 - % (112) $ (113)

Weighted-average assumptions used to determine net periodic benefit cost as of December 31:

2016 2015
a. Weighted-average discount rate 469 % 409 %
b.  Expected long-term rate of return on plan assets - % - %
c. Rate of compensation increase - % - %

Weighted-average assumptions used to determine projected benefit obligations as of December 31:

2016 2015
d. Weighted-average discount rate 418 % 469 %
e. Rate of compensation increase - % - %

The Company was not a sponsor of defined benefit pension plans.

The weighted average health care cost trend rate used in measuring the APBO was 6.29% for 2017, gradually declining to 4.50% in
2038, and remaining at that level thereafter.

Assumed health care cost trend rates have a significant effect on the amounts reported for the postretirement health care plans. A one
percentage-point change in assumed health care cost trend rates would have the following effects:

(in thousands) 1 Percentage 1 Percentage
Point Increase Point Decrease

a. Effect on total of service and interest cost components  $ 628 $ 649

b. Effect on postretirement benefit obligation $ 5751 § 6,075

The following estimated future payments, which reflect expected future service, as appropriate, are expected to be paid in the years
indicated:

(in millions)

Years Amount
a. 2017 $ 7
b. 2018 $ 8
c. 2019 $ 9
d. 2020 $ 10
e. 2021 $ 11
f. 2022 though 2026 $ 61

The Company was not a sponsor of defined benefit pension plans. The Company contributed $8 million and $18 million to the other
postretirement benefit plans in 2016 and 2015, respectively. Contributions by participants were $16 million and $18 million in 2016 and
2015, respectively.

The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.
The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.
The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.
The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.
The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.
The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.

The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.

The Company was not a sponsor of defined benefit pension plans. The Company adopted SSAP No. 92, Postretirement Benefits Other
Than Pensions, effective January 1, 2013, and elected to immediately recognize the entire transition surplus impact.

The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.

The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.

The Company was not a sponsor of defined benefit pension plans. The Company’s other postretirement benefit plans were not funded.

Defined Contribution Plans

The Company was not a sponsor of defined contribution pension or other postretirement benefit plans.

Multiemployer Plans

The Company did not participate in multiemployer defined benefit pension or other postretirement plans.

Consolidated/Holding Company Plans

The Corporation provides various benefits, including defined benefit pension plans, certain health care and life insurance benefits for certain
eligible employees, retired employees and employee-agents and participation in The Allstate 401(k) Savings Plan. The Company was
allocated an appropriate share of the costs associated with these benefits in accordance with the Agreement. The Company’s allocated share
of these benefits, before reinsurance, was $46 million and $37 million in 2016 and 2015, respectively.

Postemployment Benefits and Compensated Absences

The Company was not a sponsor of defined benefit postemployment plans.
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Impact of Medicare Modernization Act on Postretirement Benefits

The Medicare Modernization Act did not impact the Company’s other postretirement benefit plans.

13. Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

1.

10.

11.

12.

13.

The Company had 42,000 common shares authorized and 39,033 shares issued and outstanding as of December 31, 2016 and 2015. All
shares had a par value of $100 per share.

The Company did not have preferred stock issued and outstanding as of December 31, 2016 or 2015.

The ability of the Company to pay dividends is generally dependent on business conditions, income, cash requirements, receipt of dividends
and other relevant factors. More specifically, the lllinois Insurance Code (“Code”) provides a two-step process. First, no dividend may be
declared or paid except from earned (unassigned) surplus, as distinguished from contributed surplus, nor when the payment of a dividend
reduces surplus below the minimum amount required by the Code. Secondly, a determination of the ordinary versus extraordinary dividends
that can be paid is formula based and considers net income and capital and surplus, as well as the timing and amounts of dividends paid in
the preceding twelve months as specified by the Code. Ordinary dividends to shareholders do not require prior approval of the IL DOI.
Dividends are not cumulative. As of December 31, 2016, the maximum ordinary dividend that can be declared and paid in 2017 by the
Company is limited to $1.56 billion.

The Company paid the following ordinary cash dividends to AlH:

(in millions)

Date of Payment 2016 2015
February 2 $ 450 $ 450
February 25 209 450
March 31 - 148
April 23 - 350
May 12 189 300
July 20 215 215
September 29 200 200
December 18 - 200

Total $ 1,263 $ 2,313

In addition, the Company paid an ordinary dividend of bonds with fair values of $239 million and accrued interest of $3 million to AIH on
February 25, 2016.

On December 16, 2016, the Company paid an extraordinary dividend of $400 million in cash to AIH.

Within the limitations of Part 3 above, there were no restrictions placed on the portion of the Company’s profits that may be paid as ordinary
dividends to stockholders.

The unassigned funds, which are held for the benefit of the shareholder, are unrestricted except by requirement for regulatory approval as
described in Part 3 above.

The Company is not a mutual or similarly organized company, and therefore, this disclosure requirement does not apply.

The Company did not hold stock for special purposes as of December 31, 2016 or 2015.

The special surplus funds balance was $38 million and $50 million as of December 31, 2016 and 2015, respectively. The change in the
balance of special surplus funds between years was primarily due to the $9 million decrease from the retroactive reinsurance agreement with

SCOR Reinsurance Company (“SCOR”) described in Note 23F.

Cumulative unrealized gains and losses increased unassigned funds by $1.86 billion and $1.25 billion as of December 31, 2016 and 2015,
respectively.

The Company did not have surplus notes or similar obligations outstanding as of December 31, 2016 or 2015.
The Company did not have restatements due to quasi-reorganizations in 2016 or 2015.

The Company was not quasi-reorganized.

14. Liabilities, Contingencies and Assessments

A

Contingent Commitments

1. The Company made commitments to invest in limited partnerships interests of $1.58 billion and $1.28 billion as of December 31, 2016
and 2015, respectively. These commitments are generally for making additional capital contributions or acquiring financial interests.

In addition, in 2016 the Company, as part of an investment in a joint venture, agreed to guarantee its pro-rata share of amounts required
to complete the construction of a building on a property and guarantee payments of interest due on the loan, taxes and other assessment
imposed on the property, cost of insurance and maintenance expenses, not to exceed $49 million. The probability the Company will be
required to make a payment on the guarantees is remote.

The Company has made no additional contingent commitments or guarantees related to its investments in SCA entities, joint ventures,
limited liability companies or LIHTC property investments.
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The Company was a party to the following guarantee agreements as of December 31, 2016:

(in millions)
1 2 3 4 5
Maximum
potential
amount of
future payments
Liability (undiscounted)
recognition the
of guarantee. guarantor could
(Include amount be required to
recognized at make under the
inception. If no Ultimate guarantee. If
initial financial unable to
recognition, statement develop an
document impact if action | estimate, this Current status of payment or
Nature and circumstances of guarantee exception under the should be performance risk of guarantee.
and key attributes, including date and allowed under guarantee specifically |Also provide additional discussion
duration of agreement. SSAP No. 5R). required. noted. as warranted.
With third parties
The Company provides residual value guarantees on Historically, there have not been any
ICompany leased automobiles. The remaining term of material payments pursuant to these
leach residual value guarantee is equal to the term of the guarantees.
underlying lease that ranges from less than one year to
four years. $ - Expenses $ 46
With affiliates
The Company and AFS entered into a Capital Support IAt December 31, 2016, AFS had
IAgreement (“AFS Agreement”) effective December 31, capital of $15 million. The Company’s
2003. Under the AFS Agreement, the Company agrees to Investment in last payment pursuant to the AFS
provide capital contributions as necessary to enable AFS common stock of IAgreement was $13 million in 2004.
to maintain net capital of at least $10 million at all times. See () below AFS $  Unlimited
[The Company and ALIC entered into the ALIC Agreement Since the inception of the ALIC
effective December 14, 2007. Under the ALIC Agreement, IAgreement, no capital has been
the Company agrees to provide capital and surplus to Investment in provided by the Company.
IALIC in order for ALIC to maintain a company action level common stock of
risk-based capital ratio of at least 150%. See (M below ALIC $ 1,000
[Total $ - $ 1,046

() Guarantees made to/or on behalf of a wholly-owned subsidiary and intercompany and related party guarantees are not required to record a liability in
accordance with SSAP No. 5R.

None of the agreements above contained recourse provisions that would enable the Company to recover amounts paid to third parties
under the guarantees and there were no assets held by the Company as collateral under the agreements.

In the normal course of business, the Company provides standard indemnifications to contractual counterparties in connection with
numerous transactions. The types of indemnifications typically provided include indemnifications for breaches of representations and
warranties, taxes and certain other liabilities, such as third party lawsuits. The indemnification clauses are often standard contractual
terms and are entered into in the normal course of business based on an assessment that the risk of loss would be remote. The terms of
the indemnifications vary in duration and nature. In many cases, the maximum obligation is not explicitly stated and the contingencies
triggering the obligation to indemnify have not occurred and are not expected to occur. Consequently, the maximum amount of the
obligation under such indemnifications is not determinable. Historically, the Company has not made any material payments pursuant to
these obligations.

3. Total guarantee obligations if performance under the guarantees had been triggered were as follows:

(in millions) December 31

2016 2015

a. Aggregate maximum potential of future payments of all
guarantees (undiscounted) the guarantor could be
required to make under guarantees. (Should equal total of
Column 4 for (2) above.) $ 1,046 $ 1,050
b. Current liability recognized in F/S:
1. Noncontingent liabilities $ - $ -
2. Contingent liabilities $ - $ -

c. Ultimate financial statement impact if action under the
guarantee is required.

1. Investments in SCA $ 1,000 $ 1,000
Joint venture - -
Dividends to stockholders (capital contribution) - -
Expense 46 50
Other
Total (should equal (3)a) $

ok wN

1,046 $ 1,050

Assessments
Guaranty funds

Under state insurance guaranty fund laws, insurers doing business in a state can be assessed, up to prescribed limits, for certain obligations
of insolvent insurance companies to policyholders and claimants. Amounts assessed to each company are typically related to its proportion of
business written in each state. The Company’s policy is to accrue assessments when the entity for which the insolvency relates has met its
state of domicile’s statutory definition of insolvency, the amount of the loss is reasonably estimable and the related premium upon which the
assessment is based is written. In most states, the definition is met with a declaration of financial insolvency by a court of competent
jurisdiction. In certain states there must also be a final order of liquidation. As of December 31, 2016 and 2015, the liability balance included
in other expenses was $3 million. There were no accruals for premium tax offsets related to future assessments as of December 31, 2016 or
2015.

State facilities

The Company is also subject to assessments from the Louisiana Citizens Property Insurance Corporation (‘LA Citizens”). LA Citizens can
levy a regular assessment on participating companies for a deficit in any calendar year up to a maximum of the greater of 10% of the calendar
year deficit or 10% of Louisiana direct property premiums industry-wide for the prior calendar year. If the plan year deficit exceeds the amount
that can be recovered through Regular Assessments, LA Citizens may fund the remaining deficit by issuing revenue assessment bonds in the
capital markets. LA Citizens then declares Emergency Assessments each year to provide debt service on the bonds until they are retired.
Companies writing assessable lines must surcharge their policyholders Emergency Assessments in the percentage established annually by
LA Citizens and must remit amounts collected to the bond trustee on a quarterly basis.
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The Company participates in the mandatory coverage provided by the Florida Hurricane Catastrophe Fund (“FHCF”) and therefore has access
to reimbursements on certain qualifying Florida hurricane losses from the FHCF, has exposure to assessments and pays annual premiums to
the FHCF for this reimbursement protection. The FHCF has the authority to issue bonds to pay its obligations to insurers participating in the
mandatory coverage in excess of its capital balances. Payment of these bonds is funded by emergency assessments on all property and
casualty premiums in the state, except workers’ compensation, medical malpractice, accident and health insurance and policies written under
the National Flood Insurance Program (“NFIP”). The FHCF emergency assessments are limited to 6% of premiums per year beginning the
first year in which reimbursements require bonding, and up to a total of 10% of premiums per year for assessments in the second and
subsequent years, if required to fund additional bonding. The FHCF issued $625 million in bonds in 2008, and the Florida Office of Insurance
Regulation (“FL OIR”) ordered an emergency assessment of 1% of premiums collected for all policies renewed January 1, 2007 through
December 31, 2010. The FHCF issued $676 million in bonds in 2010 and the FL OIR ordered an emergency assessment of 1.3% of
premiums collected for all policies written or renewed January 1, 2011 through December 31, 2014. Pursuant to an Order issued by the FL
OIR, the emergency assessment is zero for all policies issued or renewed on or after January 1, 2015. The FHCF issued $2 billion in pre-
event bonds in 2013 to build their capacity to reimburse member companies’ claims. The FHCF plans to fund these pre-event bonds through
current FHCF cash flows.

The Company is also subject to assessments from the Citizens Property Insurance Corporation in the state of Florida (“FL Citizens”), which
was initially created by the state of Florida to provide insurance to property owners unable to obtain coverage in the private insurance market.
FL Citizens, at the discretion and direction of its Board of Governors, can levy a regular assessment on assessable insurers and assessable
insureds for a deficit in any calendar year up to a maximum of the greater of: 2% of the projected deficit or 2% of the aggregate statewide
direct written premium for the prior calendar year. The base of assessable insurers includes all property and casualty premiums in the state,
except workers’ compensation, medical malpractice, accident and health insurance and policies written under the NFIP. An insurer may
recoup a regular assessment through a surcharge to policyholders. In order to recoup this assessment, an insurer must file for a policy
surcharge with the FL OIR at least fifteen days prior to imposing the surcharge on policies. If a deficit remains after the regular assessment,
FL Citizens can also levy emergency assessments in the current and subsequent years. Companies are required to collect the emergency
assessments directly from residential property policyholders and remit to FL Citizens as collected. Pursuant to an Order issued by the FL OIR,
the emergency assessment is zero for all policies issued or renewed on or after July 1, 2015.

Facilities such as LA Citizens, FHCF and FL Citizens are generally designed so that the ultimate cost is borne by policyholders; however, the
exposure to assessments from these facilities and the availability of recoupments or premium rate increases may not offset each other in the
Company’s financial statements. Moreover, even if they do offset each other, they may not offset each other in financial statements for the
same fiscal period due to the ultimate timing of the assessments and recoupments or premium rate increases, as well as the possibility of
policies not being renewed in subsequent years.

Reconciliations of assets recognized from policy surcharges and recorded in premiums and considerations were as follows:

(in millions) 2016 2015
a. Assets recognized from paid and accrued premium tax offsets and policy surcharges prior year-end $ 1 $ 7
b. Decreases during the year:

Payments made 6 13
c. Increases during the year:

Policy surcharges collected 7 7
d. Assets recognized from paid and accrued premium tax offsets and policy surcharges at current year-end $ 2 $ 1

Gain Contingencies

The Company has not recognized gain contingencies subsequent to December 31, 2016, but prior to the issuance of the Company’s Annual
Statement.

Claims Related Extra Contractual Obligation and Bad Faith Losses Stemming From Lawsuits
The Company did not incur losses related to extra contractual obligation lawsuits in 2016 or 2015.
Product Warranties

The Company did not have warranties on its products as of December 31, 2016 or 2015.

Joint and Several Liabilities

The Company was not a party to any joint and several liability arrangements accounted for under SSAP No. 5R, Liabilities, Contingencies and
Impairments of Assets - Revised.

All Other Contingencies
Premium Balances Reasonably Possible to be Uncollectible

The Company routinely assesses the collectibility of its premiums and considerations that are less than 90 days old. Premiums and
considerations older than 90 days are nonadmitted. The allowance for uncollectible premiums and considerations is determined based on the
age of the receivable and prior collection experience. The allowance balance for admitted premiums and considerations, after reinsurance,
was $24 million as of December 31, 2016 and 2015.

California Earthquake Authority (“CEA”)

Exposure to certain potential losses from earthquakes in California is limited by the Company’s participation in the CEA, which provides
insurance for California earthquake losses. The CEA is a privately-financed, publicly-managed state agency created to provide insurance
coverage for earthquake damage. Insurers selling homeowners insurance in California are required to offer earthquake insurance to their
customers either through their company or by participation in the CEA. The Company’s homeowners policies continue to include coverages
for losses caused by explosions, theft, glass breakage and fires following an earthquake, which are not underwritten by the CEA.

As of September 30, 2016, the CEA'’s capital balance was approximately $5.32 billion. Should losses arising from an earthquake cause a
deficit in the CEA, additional $680 million would be obtained from the proceeds of revenue bonds the CEA may issue, an existing $4.78 billion
reinsurance layer, and finally, if needed, assessments on participating insurance companies. Participating insurers are required to pay an
assessment, currently estimated not to exceed $1.66 billion, if the capital of the CEA falls below $350 million. Participating insurers are
required to pay a second additional assessment, currently estimated not to exceed $128 million, if aggregate CEA earthquake losses exceed
$12.57 billion and the capital of the CEA falls below $350 million. Within the limits previously described, the assessment could be intended to
restore the CEA’s capital to a level of $350 million. There is no provision that allows insurers to recover assessments through a premium
surcharge or other mechanism. The CEA's projected aggregate claim paying capacity is $12.57 billion as of September 30, 2016 and if an
event were to result in claims greater than its capacity, affected policyholders may be paid a prorated portion of their covered losses, paid on
an installment basis, or no payments may be made if the claim paying capacity of the CEA is insufficient.

All future assessments on participating CEA insurers are based on their CEA insurance market share as of December 31 of the preceding
year. As of December 31, 2015, the Company’s market share of the CEA was 12.1%. The Company does not expect its CEA market share
to materially change. At this level, the Company’s maximum possible CEA assessment would be $217 million during 2017. These amounts
are re-evaluated by the board of directors of the CEA on an annual basis. Accordingly, assessments from the CEA for a particular quarter or
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annual period may be material to the results of operations and cash flows, but not the financial position of the Company. Management
believes the Company’s exposure to earthquake losses in California has been significantly reduced as a result of its participation in the CEA.

Texas Windstorm Insurance Association (“TWIA”)

The Company participates as a member of the TWIA which provides wind and hail coverage to coastal risks unable to procure coverage in the
voluntary market. Wind and hail coverage is written on a TWIA-issued policy. TWIA follows a funding structure first utilizing currently
available funds set aside from periods (including current and prior years). Under the current law, to the extent losses exceed premiums
received from policyholders, TWIA utilizes a combination of reinsurance and TWIA issued securities to fund its payments of losses.
Reinsurance is procured annually in an amount determined by the TWIA board. Once those currently available funds and available
reinsurance are utilized, TWIA could issue up to $1 billion of securities, which will be repaid by billing policyholders and assessing participating
insurers. The Company'’s current participation ratio is approximately 13% based upon its proportion of the premiums written. The TWIA board
has not indicated the likelihood of any possible future assessments to insurers at this time. However, assessments from TWIA for a particular
quarter or annual period may be material to the results of operations and cash flows, but not the financial position of the Company.

New Jersey Property-Liability Insurance Guaranty Association (“PLIGA”)

The PLIGA, as the statutory administrator of the Unsatisfied Claim and Judgment Fund (“UCJF”), provides compensation to qualified
claimants for personal injury protection, bodily injury, or death caused by private passenger automobiles operated by uninsured or “hit and run”
drivers. The UCJF also provides private passenger stranger pedestrian personal injury protection benefits when no other coverage is
available. The fund provides reimbursement to insurers for the medical benefits portion of personal injury protection coverage paid in excess
of $75 thousand with no limits for policies issued or renewed prior to January 1, 1991 and in excess of $75 thousand and capped at $250
thousand for policies issued or renewed from January 1, 1991 to December 31, 2004. PLIGA annually assesses all admitted property and
casualty insurers writing motor vehicle liability insurance in New Jersey for direct PLIGA expenses and UCJF reimbursements and expenses.
Assessments paid to PLIGA totaled $7 million in 2016.

North Carolina Reinsurance Facility (“NCRF”)

The NCRF provides automobile liability insurance to drivers that insurers are not otherwise willing to insure. All insurers licensed to write
automobile insurance in North Carolina are members of the NCRF. Premiums, losses and expenses are ceded to the NCRF. North Carolina
law allows the NCRF to recoup operating losses through a surcharge to policyholders. As of September 30, 2016, the NCRF reported a deficit
of $261.1 million in members’ equity. The NCRF implemented a loss recoupment surcharge on all private passenger policies becoming
effective October 1, 2016 through March 31, 2017. The loss recoupment surcharge will be adjusted at March 31, 2017 and discontinued once
losses are recovered. The NCRF results are shared by the member companies in proportion to their respective North Carolina automobile
liability writings. As a result, the NCRF also has the ability to assess member companies for recoupment of losses calculated on a pro-rata
basis across member companies based on participation ratios, determined annually.

North Carolina Joint Underwriters Association (NCJUA”)

The NCJUA was created to provide property insurance for properties (other than the state’s beach and coastal areas) that insurers are not
otherwise willing to insure. All insurers licensed to write property insurance in North Carolina are members of the NCJUA. Premiums, losses
and expenses of the NCJUA are shared by the member companies in proportion to their respective North Carolina property insurance writings.
Member companies participate in plan deficits or surpluses based on their participation ratios, which are determined annually. The Company
had a $2.5 million receivable from the NCJUA at December 31, 2016, representing our participation in the NCJUA'’s surplus of $28.1 million for
all open years.

North Carolina Insurance Underwriting Association (“NCIUA”)

The NCIUA provides windstorm and hail coverage as well as homeowners policies for properties located in the state’s beach and coastal
areas that insurers are not otherwise willing to insure. All insurers licensed to write residential and commercial property insurance in North
Carolina are members of the NCIUA. Members are assessed in proportion to their North Carolina residential and commercial property
insurance writings, which is determined annually and varies by coverage, for plan deficits. As of September 30, 2016, the NCIUA had a
surplus of $1.3 billion. No member company shall be entitled to the distribution of any portion of the Association’s surplus. Legislation in 2009
capped insurers’ assessments for losses incurred in any calendar year at $1 billion. Subsequent to an industry assessment of $1 billion, if the
plan continues to require funding, it may authorize insurers to assess a 10% surcharge on each property insurance policy statewide located in
the state’s beach and coastal areas to be remitted to the plan.

Shared markets

The Company is required to participate in assigned risk plans, reinsurance facilities and joint underwriting associations in various states that
provide insurance coverage to individuals or entities that otherwise are unable to purchase such coverage from private insurers. Underwriting
results related to these arrangements, which tend to be adverse, have been immaterial to the Statement of Income. Because of the
Company’s participation, it may be exposed to losses that surpass the capitalization of these facilities and/or assessments from these
facilities.

Legal and regulatory proceedings and inquiries

Background

The Company and certain subsidiaries are involved in a number of lawsuits, regulatory inquiries, and other legal proceedings arising out
of various aspects of its business.

The Company currently estimates that the aggregate range of reasonably possible loss in excess of the amount accrued, if any, for the
disclosed matters where such an estimate is possible is zero to $875 million, pre-tax. This disclosure is not an indication of expected
loss, if any. Under accounting guidance, an event is “reasonably possible” if “the chance of the future event or events occurring is more
than remote but less than likely” and an event is “remote” if “the chance of the future event or events occurring is slight.” This estimate is
based upon currently available information and is subject to significant judgment and a variety of assumptions, and known and unknown
uncertainties. The matters underlying the estimate will change from time to time, and actual results may vary significantly from the
current estimate. The estimate does not include matters or losses for which an estimate is not possible. Therefore, this estimate
represents an estimate of possible loss only for certain matters meeting these criteria. It does not represent the Company’s maximum
possible loss exposure. Information is provided below regarding the nature of all of the disclosed matters and, where specified, the
amount, if any, of plaintiff claims associated with these loss contingencies.

Due to the complexity and scope of the matters disclosed in the “Claims related proceedings” and “Other proceedings” subsections below
and the many uncertainties that exist, the ultimate outcome of these matters cannot be predicted. In the event of an unfavorable
outcome in one or more of these matters, the ultimate liability may be in excess of amounts currently accrued, if any, and may be
material to the Company’s operating results or cash flows for a particular quarterly or annual period. However, based on information
currently known to it, management believes that the ultimate outcome of all matters described below, as they are resolved over time, is
not likely to have a material effect on the financial position of the Company.

Claims related proceedings

The Company is litigating two class action cases in California in which the plaintiffs allege off-the-clock wage and hour claims. Plaintiffs in
both cases seek recovery of unpaid compensation, liquidated damages, penalties, and attorneys’ fees and costs.
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The first case is Christopher Williams, et al. v. Allstate Insurance Company. The Williams case is pending in Los Angeles Superior Court
and was filed in December 2007. The case involves two classes. The first class includes auto field physical damage adjusters employed
in the state of California from January 1, 2005 to the date of final judgment, to the extent the Company failed to pay for off-the-clock work
to those adjusters who performed certain duties prior to their first assignments. The other class includes all non-exempt employees in
California from December 19, 2006 until June 2011 who received pay statements from Allstate which allegedly did not comply with
California law. On April 13, 2016, the court granted the Company’s motion to decertify both classes; both classes are thus dissolved
unless and until the appellate court orders the classes recertified. On May 17, 2016, plaintiffs filed their notice of appeal. Plaintiff's
opening brief was filed on November 22, 2016. Allstate’s response is due April 24, 2017.

The second case is Jack Jimenez, et al. v. Allstate Insurance Company. Jimenez was filed in the U.S. District Court for the Central
District of California in September 2010. The plaintiffs allege that they worked off-the-clock; they also allege other California Labor Code
violations resulting from purported unpaid overtime. In April 2012, the court certified a class that includes all adjusters in the state of
California, except auto field adjusters, from September 29, 2006 to final judgment. Allstate appealed the court’s decision to certify the
class, first to the Ninth Circuit Court of Appeals and then to the U.S. Supreme Court. On June 15, 2015, the U. S. Supreme Court denied
Allstate’s petition for a writ of certiorari. The case was scheduled for trial on September 27, 2016. On May 4, 2016, the court vacated
that trial date in part because the court had not approved a trial plan. No trial date has been scheduled because the parties continue to
wait for the court’s approval of a trial plan.

In addition to the California class actions, the case of Maria Victoria Perez and Kaela Brown, et al. v. Allstate Insurance Company was
filed in the U.S. District Court for the Eastern District of New York. Plaintiffs allege that no-fault claim adjusters have been improperly
classified as exempt employees under New York Labor Law and the Fair Labor Standards Act. The case was filed in April 2011, and the
plaintiffs are seeking unpaid wages, liquidated damages, injunctive relief, compensatory and punitive damages, and attorneys’ fees. On
September 16, 2014, the court certified a class of no-fault adjusters under New York Labor Law and refused to decertify a Fair Labor
Standards Act class of no-fault adjusters. Notice to the class was issued in December 2015 and no opt outs were received. During the
discovery phase of the case, it was determined that 50 Encompass adjusters had been erroneously omitted from the New York Labor
Law and Fair Labor Standards Act classes. On April 8, 2016, notice was sent to the omitted Encompass adjusters. Eleven Encompass
adjusters opted in. As a result, there are now 105 members of the Fair Labor Standards Act class and 137 members of the New York
Labor Law class. The parties are currently engaged in discovery regarding the Encompass adjusters.

In the Company’s judgment, a loss is not probable in these three cases.

The Florida personal injury protection statute permits insurers to pay personal injury protection benefits for reasonable medical expenses
based on certain benefit reimbursement limitations which are authorized by the personal injury protection statute (generally referred to as
“fee schedules”) resulting from automobile accidents. The Company has been involved in litigation challenging whether the Company’s
personal injury protection policies include sufficient language providing notice of the Company'’s election to apply the fee schedules.

On January 26, 2017, the Florida Supreme Court issued its decision in Allstate Insurance Company v. Orthopedic Specialists, et al.,
holding that Allstate’s language was clear and unambiguous and provided adequate notice of its intent to use the fee schedules. This
was a 4-3 decision (two separate opinions, the majority for Allstate, and a dissent), reversing the decision of the District Court of Appeal
for the Fourth District. The District Court of Appeal for the Fourth District had previously issued a divided decision (three separate
opinions, two against Allstate and one dissenting opinion deeming Allstate’s language sufficient), holding that Allstate’s language was not
sufficient. On February 7, 2017, Orthopedic Specialists filed a motion for rehearing. Allstate’s response is due February 22, 2017. On
February 8, 2017, the amicus curiae, Florida Medical Association, filed its own motion for rehearing. Allstate’s response to that motion is
due February 23, 2017. The Florida Supreme Court’s decision is not final until the motions for rehearing are resolved.

In light of this ruling (assuming there is no change as a result of the motions for rehearing), the fee schedule issue will be resolved
favorably to Alistate in other pending cases. There are three cases with petitions for leave to appeal to the Florida Supreme Court
pending (Stand-Up MRI of Tallahassee, et al. v. Allstate Fire & Casualty Insurance Company, Markley Chiropractic & Acupuncture LLC,
et al. v. Allstate Indemnity Company, and Florida Wellness & Rehabilitation Center of Hialeah, et al. v. Allstate Fire & Casualty Insurance
Company). In those cases, three District Courts of Appeal had previously ruled in favor of Allstate. Those petitions for leave to appeal
had been stayed awaiting the outcome of the Orthopedic Specialists case, and will likely be dismissed once Orthopedic Specialists is
final.

The Company is also litigating one class action on this issue, Randy Rosenberg, et al. v. Allstate Fire & Casualty Insurance Company,
Allstate Insurance Company, and Allstate Property & Casualty Insurance Company, in the U.S. District Court for the Northern District of
lllinois. This case has been stayed by the lllinois federal court pending a decision on this issue by the Florida Supreme Court, and will
likely be dismissed once Orthopedic Specialists is final.

This fee schedule issue has also been the subject of thousands of individual lawsuits filed against Allstate in Florida. The decision by the
Florida Supreme Court in Orthopedic Specialists, once final, will establish Florida law on the sufficiency of Allstate’s fee schedule policy
language which will be binding on all Florida courts, as well as the lllinois federal class action. An outcome in favor of Allstate’s position
that the fee schedule policy language was sufficient will result in the resolution of all related claims that are currently in litigation along
with those claims that are not currently in litigation. Allstate may be able to seek restitution from some plaintiffs for attorneys’ fees and
costs. However, if Orthopedic Specialists were to be changed adverse to the Company as a result of the motions for rehearing, there will
be significant costs to Allstate in the form of additional benefits due to medical providers along with penalties, interest, postage, and
attorneys’ fees.

In the Company’s judgment, a loss is not probable in any of these cases.
Other proceedings

The Company is defending certain matters in the U.S. District Court for the Eastern District of Pennsylvania relating to the Company's
agency program reorganization announced in 1999. The principal focus in these matters has related to a release of claims signed by the
vast majority of the former agents whose employment contracts were terminated in the reorganization program. The court recently
entered a schedule for determining the merits of certain claims asserted in the matters described below, with the release issue to be
addressed in unspecified future proceedings.

Romero I: In 2001, approximately 32 former employee agents, on behalf of a putative class of approximately 6,300 former employee
agents, filed a putative class action alleging claims for age discrimination under the Age Discrimination in Employment Act (“ADEA”),
interference with benefits under ERISA, breach of contract, and breach of fiduciary duty. Plaintiffs also assert a claim for a declaratory
judgment that the release of claims constitutes unlawful retaliation and should be set aside. Plaintiffs seek broad but unspecified “make
whole relief,” including back pay, compensatory and punitive damages, liquidated damages, lost investment capital, attorneys’ fees and
costs, and equitable relief, including reinstatement to employee agent status with all attendant benefits.

Romero II: A putative nationwide class action was also filed in 2001 by former employee agents alleging various violations of ERISA
(“Romero II’). This action has been consolidated with Romero I. The Romero Il plaintiffs, most of whom are also plaintiffs in Romero |,
are challenging certain amendments to the Agents Pension Plan and seek to have service as exclusive agent independent contractors
count toward eligibility for benefits under the Agents Pension Plan. Plaintiffs seek broad but unspecified “make whole” or other equitable
relief, including loss of benefits as a result of their conversion to exclusive agent independent contractor status or retirement from the
Company between November 1, 1999 and December 31, 2000. They also seek repeal of the challenged amendments to the Agents
Pension Plan with all attendant benefits revised and recalculated for thousands of former employee agents, and attorneys’ fees and
costs. The court granted the Company’s initial motion to dismiss the complaint. The Third Circuit Court of Appeals reversed that
dismissal and remanded for further proceedings.
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Romero | and Il consolidated proceedings: In 2004, the court ruled that the release was voidable and certified classes of agents,
including a mandatory class of agents who had signed the release, for purposes of effectuating the court’s declaratory judgment that the
release was voidable. In 2007, the court vacated its ruling and granted the Company’s motion for summary judgment on all claims.
Plaintiffs appealed and in July 2009, the U.S. Court of Appeals for the Third Circuit vacated the trial court’s entry of summary judgment in
the Company’s favor, remanded the case to the trial court for additional discovery, and instructed the trial court to address the validity of
the release after additional discovery. Following the completion of discovery limited to the validity of the release, the parties filed cross
motions for summary judgment with respect to the validity of the release. On February 28, 2014, the trial court denied plaintiffs’ and the
Company’s motions for summary judgment, concluding that the question of whether the releases were knowingly and voluntarily signed
under a totality of circumstances test raised disputed issues of fact to be resolved at trial. Among other things, the court also held that
the release, if valid, would bar all claims in Romero | and Il. On May 23, 2014, plaintiffs moved to certify a class as to certain issues
relating to the validity of the release. The court denied plaintiffs’ class certification motion on October 6, 2014, stating, among other
things, that individual factors and circumstances must be considered to determine whether each release signer entered into the release
knowingly and voluntarily. The court entered an order on December 11, 2014, (a) stating that the court’s October 6, 2014 denial of class
certification as to release-related issues did not resolve whether issues relating to the merits of plaintiffs’ claims may be subject to class
certification at a later time, and (b) holding that the court’s October 6, 2014 order restarted the running of the statute of limitation for any
former employee agent who wished to challenge the validity of the release. In an order entered January 7, 2015, the court denied
reconsideration of its December 11, 2014 order and clarified that all statutes of limitations to challenge the release would resume running
on March 2, 2015. Since the court’s January 7, 2015 order, a total of 459 additional individual plaintiffs have filed separate lawsuits
similar to Romero | or sought to intervene in the Romero | action. Trial proceedings commenced to determine the question of whether
the releases of the original named plaintiffs in Romero | and I/ were knowingly and voluntarily signed. Additionally, plaintiffs asserted two
equitable defenses to the release which were to be determined by the court and not the jury. As to the first trial proceeding involving ten
plaintiffs, the jury reached verdicts on June 17, 2015 finding that two plaintiffs signed their releases knowingly and voluntarily and eight
plaintiffs did not sign their releases knowingly and voluntarily. On January 28, 2016, the court entered its opinion and judgment finding in
Allstate’s favor as to all ten plaintiffs on the two equitable defenses to the release. The trial result is not yet final and may be subject to
further proceedings. The remaining two trials for the original Romero | and Il plaintiffs were scheduled to commence in the fourth quarter
of 2015; however, the order setting these trials was subsequently vacated.

On February 1, 2016, these cases were reassigned to a new judge who initially entered orders addressing pending motions for
reconsideration of the dismissal of plaintiffs’ state law claims, but then vacated those orders. On April 12, 2016, these cases were again
reassigned to a new judge. On May 2, 2016, the new judge entered an order vacating the setting of additional release trials,
consolidating all of the original and intervening plaintiffs’ claims, and granting leave to file a Consolidated Amended Complaint by May 20,
2016. The court entered a second order on May 2, 2016, scheduling deadlines for completion of discovery and filing of summary
judgment motions on the merits of plaintiffs’ ERISA and ADEA claims, and setting a non-jury ERISA trial to occur in December 2016.
The court’s order also set deadlines for completion of discovery and summary judgment motions with regard to the remaining claims and
defenses by the first quarter of 2017, with a jury trial on those claims and defenses to occur in May 2017. The court subsequently
clarified the scope of the scheduled trials, ruling that (a) the December 2016 non-jury trial shall only resolve liability on plaintiffs’ claims
challenging certain plan amendments under ERISA (“Phase I”); (b) the second trial currently scheduled for May 2017 shall resolve
alleged interference with employee benefits under ERISA and disparate impact under the ADEA, with the court deciding the ERISA claim
(“Phase II"); and (c) plaintiffs’ ADEA disparate treatment claims will not be resolved in the second trial but will be resolved in a manner to
be determined at a later date. On May 4, 2016, the court entered an order denying Allstate’s post-trial motion for judgment as a matter of
law with respect to the jury’s June 17, 2015 verdicts in favor of eight plaintiffs on the issue whether they knowingly and voluntarily signed
their releases.

On May 20, 2016, a Consolidated Amended Complaint was filed on behalf of 499 plaintiffs, most of whom had previously filed separate
lawsuits or intervened in Romero I. Allstate filed a partial motion to dismiss the Consolidated Amended Complaint, which the court
granted in part and denied in part on July 6, 2016. Among other things, the court denied without prejudice Allstate’s motion to dismiss
the state law claims, granted dismissal of plaintiffs’ retaliation claims under the ADEA and ERISA.

Phase | discovery closed and the Company filed a motion for summary judgment as to all Phase | claims. Plaintiffs did not move for
summary judgment. On November 22, 2016, the court granted in part, and denied in part, Allstate’s Phase | summary judgment motion.
The court determined that there were material issues of disputed fact requiring a trial on plaintiffs’ claim challenging certain Plan
amendments. The court granted the motion with respect to one plaintiff whose claim the court determined was barred by the statute of
limitations. Further, the court granted the motion with respect to two other claims: 1) a claim that a 1993 Plan amendment resulted in an
unlawful cutback of benefits; and 2) a claim for breach of fiduciary duty. The parties thereafter proceeded to a bench trial on December
5-6, 2016. Briefing on proposed findings of fact and conclusions of law has been completed.

On September 2, 2016, in two cases asserting similar claims to those asserted in Romero | that had been filed on May 15, 2015, the U.S.
District Court for the Southern District of Texas entered judgment in Allstate’s favor on statute of limitations and other grounds. Plaintiffs
did not appeal the judgments.

Based on the trial court’s February 28, 2014 order in Romero | and /I, if the validity of the release is decided in favor of the Company for
any plaintiff that would preclude any damages or other relief being awarded to that plaintiff. The final resolution of these matters is
subject to various uncertainties and complexities including how trials, post trial motions, possible appeals with respect to the validity of
the release, and any rulings on the merits will be resolved.

In the Company’s judgment, a loss is not probable.

A. Lessee Operating Lease

1.

2.

The Company leases certain office facilities, computer and office equipment, internal-use computer software, aircraft and automobiles
under various noncancelable operating lease agreements that expire through 2027. Total rent expense, net of sublease rental income,
was $168 million and $163 million in 2016 and 2015, respectively, before allocation to affiliates. Sublease rental income was and $1
million in 2016 and 2015.

The Company closed certain leased office facilities, which resulted in the early termination or non-use of leased property benefits. Under
these lease agreements, the Company recognized a liability of $1 million as of December 31, 2016 and 2015.

a. As of December 31, 2016, the minimum aggregate rental commitments under noncancelable operating leases with an initial or
remaining term of more than one year were as follows:

(in millions)
Year Ending Operating
December 31 Leases

1. 2017 $ 119

2. 2018 $ 106

3. 2019 $ 93

4. 2020 $ 66

5. 2021 $ 50

6. Total* $ 592

*Includes $158 million required after December 31, 2021
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b. As of December 31, 2016, the total of minimum aggregate rental commitments to be received under noncancelable subleases with
an initial or remaining term of more than one year was $4 million.

3. The Company was not involved in sale-leaseback transactions in 2016 or 2015.
Lessor Leases

Leasing activities were not part of the Company’s business activities in 2016 or 2015.

16. Information about Financial Instruments with Off-Balance-Sheet Risk and Financial Instruments with Concentrations of Credit Risk

Derivative financial instruments

1.

The following table summarizes the notional amount of the Company’s derivative financial instruments, including those with off-balance-sheet
risk as of December 31:

(in millions) Assets Liabilities
2016 2015 2016 2015
a. Swaps $ 394 $ 280 $ 244 $ 165
b. Futures - - - -
c. Options - - - -
d. Total $ 394 $ 280 $ 244 $ 165

See Schedule DB of the Company’s Annual Statement for additional detail.

The notional amounts specified in the contracts are used to calculate the exchange of contractual payments under the agreements and are
generally not representative of the potential for gain or loss on these agreements. However, the notional amounts specified in credit default
swap agreements where the Company has sold credit protection represent the maximum amount of potential loss, assuming no recoveries.

The credit risk, market risk and cash requirements of the Company’s derivative instruments utilized during 2016 and 2015 are discussed in
Note 8, Parts A-C. The accounting policies for the Company’s derivative instruments are disclosed in Note 1, Part C and Note 8, Parts A-C.

The Company’s credit exposure related to its outstanding over-the-counter and cleared swap contracts was $9 million and $3 million as of
December 31, 2016 and 2015, respectively.

Counterparty credit exposure represents the Company’s potential loss if all counterparties concurrently fail to perform under the contractual
terms of the contracts and all collateral, if any, becomes worthless. This exposure is measured by the statement value of over-the-counter
and cleared derivative contracts with a positive statement value at the reporting date. The Company has not incurred any losses on derivative
financial instruments due to counterparty nonperformance.

The Company’s policy for requiring collateral is discussed in Note 8, Parts A-C. In general, the collateral pledged by the Company is in the
custody of a counterparty, a clearing house or an exchange. However, the Company has access to this collateral at any time, subject to
replacement. For certain exchange traded and cleared derivatives, margin deposits are required as well as daily cash settlements of margin
accounts. Usually, the Company pledges U.S. Treasury bonds to satisfy this collateral requirement. As of both December 31, 2016 and 2015,
the Company pledged $7 million of cash in the form of margin deposits.

The Company pledges or obtains collateral for over-the-counter derivative transactions when certain predetermined exposure limits are
exceeded. As of December 31, 2016, counterparties pledged $8 million of securities to the Company, and the Company pledged less than $1
million of securities to counterparties. As of December 31, 2015, counterparties pledged $3 million of securities to the Company, and the
Company pledged $2 million of securities to counterparties.

Off-balance-sheet financial instruments

1.

4.

The contractual amounts of off-balance-sheet financial instruments as of December 31 were as follows:

(in millions) 2016 2015

Commitments to invest in limited partnership interests $ 1579 $ 1,282
Private placement commitments $ 56 $ 68
Other loan commitments $ 3 9 -

Commitments to invest in limited partnership interests represent agreements to acquire new or additional participation in certain limited
partnership investments. The Company enters into these agreements in the normal course of business.

Private placement commitments represent commitments to purchase private placement debt and private equity securities at a specified future
date. The Company enters into these agreements in the normal course of business.

Other loan commitments are agreements to lend to a borrower provided there is no violation of any condition established in the contract. The
Company enters into these agreements to commit to future loan fundings at predetermined interest rates. Commitments generally have
varying expiration dates or other termination clauses.

The contractual amounts represent the amount at risk if the contract was fully drawn upon, the counterparty defaults and the value of any
underlying security becomes worthless.

The Company does not require collateral or other security to support off-balance-sheet financial instruments with credit risk.

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A

B.

The Company did not report transfers of premium receivables as sales in 2016 or 2015.

Transfer and Servicing of Financial Assets

1. The Company’s business activities included securities lending programs with third parties, mostly large banks. As of December 31, 2016
and 2015, bonds, including LBASS and common stocks with fair values of $557 million and $280 million, respectively, were on loan
under these agreements. Securities lent were either specifically identified by the lending bank or segregated into a separate custody
account. See Note 5, Part E for more information about securities lending collateral.

2. The Company did not enter into agreements to service assets or liabilities.

3. The Company did not service assets and liabilities that were subsequently measured at fair value.

4. The Company was not a transferor or transferee with respect to securitizations and asset-backed financing arrangements.

5. The Company did not transfer financial assets accounted for as secured borrowings.
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6. The Company did not transfer receivables with recourse.
7. The Company did not enter into repurchase, reverse repurchase, dollar repurchase or dollar reverse repurchase agreements.
Wash Sales

1. In the course of managing the investment portfolio, securities may be sold and reacquired within 30 days of the sale date in order to
enhance the portfolio’s yield.

2. The details of securities with an NAIC designation of 3 or below, and those without an NAIC designation, which were sold during the
years ended December 31, 2016 and 2015, and reacquired within 30 days of the sale date were as follows:

($ in millions) 2016
Book Value Cost of
NAIC Number of of Securities Securities
Description Designation Transactions Sold Repurchased Gain (Loss)
Bonds 3 11 $ 15 $ 16 $ 1
Bonds 4 8 $ 17 $ 17 $ -
Bonds 5 1 $ 1 $ 1 $ -
Unaffiliated common stocks 907 $ 1,382 $ 1,440 $ 37
2015
Book Value Cost of
NAIC Number of of Securities Securities
Description Designation Transactions Sold Repurchased Gain (Loss)
Bonds 3 32 $ 49 $ 49 $ -
Bonds 4 40 $ 104 $ 104 $ (2)
Bonds 5 2 $ 1 $ 1 $ -
Unaffiliated common stocks 782 $ 776 $ 833 $ 40

Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans

The Company did not act as an administrator for uninsured accident and health plans.

Direct Premium Written/Produced by Managing General Agents (“MGAs”)/Third Party Administrators (“TPAs”)

There were no direct premiums written/produced by MGAs/TPAs in 2016 or 2015.

Fair Value Measurements

A

Fair value is defined, per SSAP No. 100, Fair Value (“SSAP No. 100”), as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. SSAP No. 100 identified three valuation techniques
which are used, either independently or in combination, to determine fair value: (1) market approach; (2) income approach; and (3) cost
approach. SSAP No. 100 also contains guidance about observable and unobservable inputs, which are assumptions that market participants
would use in pricing an asset or liability. To increase consistency and comparability in fair value measurements, the fair value hierarchy
prioritizes the inputs to valuation techniques into three broad levels: 1, 2 and 3. The hierarchy for inputs used in determining fair value
maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that observable inputs be used when
available.

The Company has two types of situations where investments are classified as Level 3. The first is where specific inputs significant to the fair
value estimation models are not market observable. This primarily occurs in the Company’s use of broker quotes to value certain securities
where the inputs have not been corroborated to be market observable, and the use of valuation models that use significant non-market
observable inputs. The second situation where the Company classifies securities in Level 3 is where quotes continue to be received from
independent third-party valuation service providers and all significant inputs are market observable; however, there has been a significant
decrease in the volume and level of activity for the asset when compared to normal market activity such that the degree of market
observability has declined to a point where categorization as a Level 3 measurement is considered appropriate. The indicators considered in
determining whether a significant decrease in the volume and level of activity for a specific asset has occurred include the level of new
issuances in the primary market, trading volume in the secondary market, the level of credit spreads over historical levels, applicable bid-ask
spreads, and price consensus among market participants and other pricing sources.
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The following tables summarize the Company’s assets and liabilities measured and reported at fair value in the Assets and Liabilities,
Surplus and Other Funds pages as of December 31:

(in millions) 2016
Description for each class of asset or liability (Level 1) (Level 2) (Level 3) Total
a. Assets at fair value
Bonds
Industrial and miscellaneous $ - 3 915 $ 305 $ 1,220
U.S. special revenue and special
assessment obligations - - 17 17

U.S. political subdivisions of states,
territories and possessions (direct

and guaranteed) - - 3 3
Total bonds - 915 325 1,240
Perpetual preferred stocks
Industrial and miscellaneous - 12 12 24
Unaffiliated common stocks
Industrial and miscellaneous 2,903 1 44 2,948
Mutual funds 353 102 28 483
Total unaffiliated common stocks 3,256 103 72 3,431
Derivative assets
Foreign currency contracts - 13 - 13
Credit contracts - - - -
Total derivative assets - 13 - 13
Total assets at fair value $ 3,256 $ 1,043 $ 409 $ 4,708
b. Liabilities at fair value
Derivative liabilities
Credit contracts $ - $ 4 $ -3 4)
Foreign currency contracts - (1) - (1)
Total derivative liabilities - 5) - (5)
Total liabilities at fair value $ - $ 5) % -3 (5)
2015
Description for each class of asset or liability (Level 1) (Level 2) (Level 3) Total
a. Assets at fair value
Bonds
Industrial and miscellaneous $ 41 $ 2,588 $ 944 3 3,573
U.S. special revenue and special
assessment obligations - - 20 20
U.S. political subdivisions of states,
territories and possessions (direct
and guaranteed) - - 3 3
Total bonds 41 2,588 967 3,596
Perpetual preferred stocks
Industrial and miscellaneous - 12 16 28
Unaffiliated common stocks
Industrial and miscellaneous 2,542 - 35 2,577
Mutual funds 320 94 18 432
Total unaffiliated common stocks 2,862 94 53 3,009
Derivative assets
Foreign currency contracts - 2 - 2
Credit contracts - 3 - 3
Total derivative assets - 5 - 5
Total assets at fair value $ 2,903 $ 2,699 $ 1,036 $ 6,638
b. Liabilities at fair value
Derivative liabilities
Credit contracts $ - $ 2 $ -3 (2)
Foreign currency contracts - (1) - (1)
Total derivative liabilities - 3) - 3)
Total liabilities at fair value $ - $ 3 % -3 (3)

There were no transfers between Level 1 and Level 2 during 2016 or 2015.

The following tables present the rollforward of Level 3 assets and liabilities measured and reported at fair value:

(in millions) Total gains Total gains
Beginning Transfers Transfers and (losses) and (losses)
Lo balance as of into out of included in net included in
Description 01/01/2016 Level 3 Level 3 income surplus
Bonds
Industrial and miscellaneous $ 944 $ 55 $ (413) $ 1 $ 16
U.S. special revenue and special
assessment obligations 20 - - - -

U.S. political subdivisions of states,
territories and possessions (direct
and guaranteed) 3 - - - -

Perpetual preferred stocks

Industrial and miscellaneous 16 - - (16) 2
Unaffiliated common stocks

Industrial and miscellaneous 35 - - (2) 4

Mutual funds 18 - - - 3
Total assets and liabilities $ 1,036 $ 55 $ (413) $ (17) $ 25
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(continued)

Ending
balance as of
Description Purchases Issuances Sales Settlements 12/31/2016
Bonds
Industrial and miscellaneous $ 152 $ - $ (273) $ (177) $ 305
U.S. special revenue and special
assessment obligations - - (3) - 17
U.S. political subdivisions of states,
territories and possessions (direct
and guaranteed) - - - - 3
Perpetual preferred stocks
Industrial and miscellaneous 12 - (2) - 12
Unaffiliated common stocks
Industrial and miscellaneous 15 - (8) - 44
Mutual funds 7 - - - 28
Total assets and liabilities $ 186 $ - $ (286) $ 177) $ 409
Total gains Total gains
Beginning Transfers Transfers and (losses) and (losses)
balance as of into out of included in net included in
Description 01/01/2015 Level 3 Level 3 income surplus
Bonds
Industrial and miscellaneous $ 988 $ 175 $ (63) $ (12) $ (10)
U.S. special revenue and special
assessment obligations 34 35 (1) (4) 2
U.S. political subdivisions of states,
territories and possessions (direct
and guaranteed) - 3 - - -
Perpetual preferred stocks
Industrial and miscellaneous 18 - - - (2)
Unaffiliated common stocks
Industrial and miscellaneous 24 6 - 3) 1
Mutual funds 4 - - - 1
Total assets and liabilities $ 1,068 $ 219 $ (64) $ (19) $ (8)
(continued)
Ending
balance as of
Description Purchases Issuances Sales Settlements 12/31/2015
Bonds
Industrial and miscellaneous $ 622 $ - $ (550) $ (206) $ 944
U.S. special revenue and special
assessment obligations - - (45) (1) 20
U.S. political subdivisions of states,
territories and possessions (direct
and guaranteed) - - - - 3
Perpetual preferred stocks
Industrial and miscellaneous - - - - 16
Unaffiliated common stocks
Industrial and miscellaneous 19 - (12) - 35
Mutual funds 17 - (4) - 18
Total assets and liabilities $ 658 $ - $ (611) $ (207) $ 1,036

Transfers into Level 3 during 2016 and 2015 included securities measured at lower of cost or market and reported at fair value in 2016
and 2015, and at cost in 2015 and 2014. In addition, transfers into Level 3 during 2015 included situations where a fair value quote was
not provided by the Company’s independent third-party valuation service provider and as a result the price was stale or had been
replaced with a broker quote where the inputs had not been corroborated to be market observable Also, transfers into Level 3 during
2015 included situations where there was a change in the NAIC designation that resulted in the asset being reported and measured at
fair value.

Transfers out of Level 3 during 2016 and 2015 included securities measured at lower of cost or market and reported at cost in 2016 and
2015, and fair value in 2015 and 2014. In addition, transfers out of Level 3 during 2016 and 2015 included situations where there were
changes in the NAIC designation that resulted in the asset not being reported and measured at fair value. Transfers out of Level 3 during
2016 included situations where a broker quote was used in the prior period and a fair value quote became available from the Company’s
independent third-party valuation service provider in the current period. A quote utilizing the new pricing source was not available as of
the prior period, and any gains and losses related to the change in valuation source for individual securities were not significant.

Transfers between level categorizations may occur due to changes in the availability of market observable inputs, which generally are
caused by changes in market conditions such as liquidity, trading volume or bid-ask spreads. Transfers between level categorizations
may also occur due to changes in the valuation source. For example, in situations where a fair value quote is not provided by the
Company’s independent third-party valuation service provider and as a result, the price is stale or has been replaced with a broker quote,
whose inputs have not been corroborated to be market observable, the security is transferred into Level 3. Transfers in and out of level
categorizations are reported as having occurred at the beginning of the quarter in which the transfer occurred.

In determining fair value, the Company principally uses the market approach which generally utilizes market transaction data for the
same or similar instruments. To a lesser extent, the Company uses the income approach which involves determining fair values from
discounted cash flow methodologies. For the majority of Level 2 and Level 3 valuations, a combination of the market and income
approaches is used.

Listed below is a summary of the significant valuation techniques for assets and liabilities measured and reported at fair value.

Level 2 measurements

Bonds - Industrial and miscellaneous bonds consist of corporate bonds, including those that are privately placed, residential
mortgage-backed securities (‘RMBS”), commercial mortgage-backed securities (“CMBS”) and asset-backed securities (“ABS”). The
primary inputs to the valuation for public corporate bonds include quoted prices for identical or similar assets in markets that are not
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active, contractual cash flows, benchmark yields and credit spreads. Privately placed corporate bonds are valued using a
discounted cash flow model that is widely accepted in the financial services industry and uses market observable inputs and inputs
derived principally from, or corroborated by, observable market data. The primary inputs to the discounted cash flow model include
an interest rate yield curve, as well as published credit spreads for similar assets in markets that are not active that incorporate the
credit quality and industry sector of the issuer. The primary inputs to the valuation for CMBS include quoted prices for identical or
similar assets in markets that are not active, contractual cash flows, benchmark yields, collateral performance and credit spreads.
The primary inputs to the valuation for RMBS and ABS include quoted prices for identical or similar assets in markets that are not
active, contractual cash flows, benchmark yields, prepayment speeds, collateral performance and credit spreads. Certain ABS are
valued based on non-binding broker quotes whose inputs have been corroborated to be market observable.

Unaffiliated common and preferred stocks - The primary inputs to the valuation include quoted prices or quoted net asset values for
identical or similar assets in markets that are not active, contractual cash flows, benchmark yields, underlying stock prices and credit
spreads.

Derivatives - Free-standing exchange listed derivatives that are not actively traded are valued based on quoted prices for identical
instruments in markets that are not active. Over-the-counter derivatives, including foreign currency contracts and certain credit
default swap agreements, are valued using models that rely on inputs such as interest rate yield curves, currency rates and
counterparty credit spreads that are observable for substantially the full term of the contract. The valuation techniques underlying
the models are widely accepted in the financial services industry and do not involve significant judgment.

Level 3 measurements

Bonds - Industrial and miscellaneous bonds consist of corporate bonds, including those that are privately placed, bank loans, CMBS
and ABS. Corporate bonds, including those that are privately placed are valued based on non-binding broker quotes where the
inputs have not been corroborated to be market observable. CMBS and ABS are valued based on non-binding broker quotes
received from brokers who are familiar with the investments and where the inputs have not been corroborated to be market
observable.

Both U.S. special revenue and special assessment obligations bonds and U.S. political subdivisions of states, territories and
possessions bonds consist of municipal bonds that are not rated by third party credit rating agencies. The primary inputs to the
valuation include quoted prices for identical or similar assets in markets that exhibit less liquidity relative to those markets supporting
Level 2 fair value measurements, contractual cash flows, benchmark yields and credit spreads.

Perpetual preferred stocks - The primary inputs to the valuation include non-binding broker quotes where the inputs have not been
corroborated to be market observable.

Unaffiliated common stocks - The primary inputs to the valuation include quoted prices or quoted net asset values for identical or
similar assets in markets that exhibit less liquidity relative to those markets supporting Level 2 measurements.

5.  Allinformation related to derivatives measured and reported at fair value is presented above.

B. &
C. Presented below are the aggregate fair value estimates and admitted values of financial instruments as of December 31:

Financial assets

(in millions) 2016
Not
Practicable
Aggregate Admitted (Carrying

Type of Financial Instrument Fair Value Assets (Level 1) (Level 2) (Level 3) Value)
Bonds:

Other than LBASS $ 23,861 $ 23,761 $ 781 $ 21,724 $ 1,356 $ -

LBASS $ 1,678 $ 1,615 $ - $ 1,647 $ 31 $ -
Preferred stocks $ 94 $ 64 $ - $ 82 $ 12 $ -
Unaffiliated common stocks $ 3,431 $ 3,431 $ 3,256 $ 103 $ 72 $ -
Mortgage loans on real estate ~ $ 281 $ 280 $ - $ - $ 281 $ -
Cash equivalents $ 295 $ 295 $ 15 $ 280 $ - $ -
Short-term investments $ 1,560 $ 1,560 $ 2 $ 1,553 $ 5 $ -
Derivatives $ 19 $ 19 $ - $ 19 $ - $ -
Other invested assets:

LIHTC property investments  $ 233 $ 227 $ - $ - $ 233 $ -

Affiliated surplus notes $ 25 $ 20 $ - $ - $ 25 $ -
Securities lending reinvested

collateral $ 1 $ 1 $ - $ 1 $ - $ -

2015
Not
Practicable
Aggregate Admitted (Carrying

Type of Financial Instrument Fair Value Assets (Level 1) (Level 2) (Level 3) Value)
Bonds:

Other than LBASS $ 23,443 $ 23,395 $ 728 $ 21,543 $ 1,172 $ -

LBASS $ 1,704 $ 1,641 $ - $ 1,644 $ 60 $ -
Preferred stocks $ 91 $ 68 $ - $ 75 $ 16 $ -
Unaffiliated common stocks $ 3,009 $ 3,009 $ 2,862 $ 94 $ 53 $ -
Mortgage loans on real estate ~ $ 301 $ 296 $ - $ - $ 301 $ -
Cash equivalents $ 660 $ 660 $ 72 $ 588 $ - $ -
Short-term investments $ 190 $ 189 $ 131 $ 59 $ - $ -
Derivatives $ 10 $ 12 $ 1 $ 9 $ - $ -
Other invested assets:

LIHTC property investments $ 262 $ 258 $ - $ - $ 262 $ -

Affiliated surplus notes $ 25 $ 19 $ -3 - 8 25 3 -
Securities lending reinvested

collateral $ 22 $ 22 $ - $ 22 $ - $ -

The fair value of bonds in Level 1 is based on unadjusted quoted prices for identical assets in active markets the Company can access. The
fair value of publicly traded bonds in Level 2 is based upon quoted prices for identical or similar assets in markets that are not active,
contractual cash flows, benchmark yields and credit spreads. Non-publicly traded bonds in Level 2 are valued using a discounted cash flow
model that is widely accepted in the financial services industry and uses market observable inputs and inputs derived principally from, or
corroborated by, observable market data. The primary inputs to the discounted cash flow model include an interest rate yield curve, as well as
published credit spreads for similar assets in markets that are not active that incorporate the credit quality and industry sector of the issuer.
The fair value of municipal bonds in Level 3 not rated by third party credit agencies is based on quoted prices for identical or similar assets in
markets that exhibit less liquidity relative to those markets supporting Level 2 fair value measurements, contractual cash flows, benchmark
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yields and credit spreads. The fair value of corporate bonds in Level 3 is primarily based on non-binding broker quotes where the inputs have
not been corroborated to be market observable. Other inputs for corporate bonds include an interest rate yield curve, as well as published
credit spreads for similar assets that incorporate the credit quality and industry sector of the issuer. The fair value of LBASS in Level 2 is
primarily based on quoted prices for identical or similar assets in markets that are not active, contractual cash flows, benchmark yields,
prepayment speeds, collateral performance and credit spreads. The fair value of LBASS in Level 3 is primarily based on non-binding broker
quotes received from brokers who are familiar with the investments and where the inputs have not been corroborated to be market
observable.

The fair value of preferred stocks in Levels 2 and 3 is based on valuation methods described in Part A4 of this note.

The fair value of unaffiliated common stocks in Level 1 is based on unadjusted quoted prices for identical assets in active markets the
Company can access. The fair value of unaffiliated common stocks in Levels 2 and 3 is based on the valuation methods described in Part A4
of this note.

The fair value of mortgage loans on real estate in Level 3 is based on discounted contractual cash flows, or if the loans are impaired due to
credit reasons, the fair value of collateral less costs to sell. Risk adjusted discount rates are selected using current rates at which similar loans
would be made to borrowers with similar characteristics, using similar types of properties as collateral.

The fair value of cash equivalents and short-term investments in Level 1 is based on quoted prices or net asset values for identical assets in
active markets the Company can access. The fair value of cash equivalents and short-term investments in Level 2 is based on quoted prices
for identical or similar assets in markets that are not active, contractual cash flows, benchmark yields and credit spreads or amortized cost.
The fair value of short-term investments in Level 3 is primarily based on non-binding broker quotes where the inputs have not been
corroborated to be market observable.

The fair value of free-standing exchange listed derivatives in Level 1 is based on unadjusted quoted prices for identical assets in active
markets the Company can access. The fair value of derivatives in Level 2 is based on the valuation methods described in Part A4 of this note.
Cash collateral for futures contracts is also included in the derivatives line and the fair value, which is included in Level 2, is based on carrying
value due to its short-term nature.

The fair value of LIHTC property investments in Level 3 is based on amortized cost, using the proportional amortization method, which
approximates fair value.

The fair value of affiliated surplus notes in Level 3 is based on discounted cash flow calculations using current interest rates for instruments
with comparable terms.

The fair value of collateral reinvested from securities lending in Level 2 is based on carrying value due to its short-term nature.
Financial liabilities

Presented below are the aggregate fair value estimates and statement values of financial instruments as of December 31:

(in millions) 2016
Not
Practicable
Aggregate Statement (Carrying
Type of Financial Instrument Fair Value Value (Level 1) (Level 2) (Level 3) Value)
Securities lending collateral $ 578 $ 578 $ - $ 578 $ - -
Derivatives $ 6 $ 5 $ 1 $ 5 $ - $ -
2015
Not
Practicable
Aggregate Statement (Carrying
Type of Financial Instrument Fair Value Value (Level 1) (Level 2) (Level 3) Value)
Securities lending collateral $ 290 $ 290 $ - $ 290 $ - $ -
Derivatives $ 4 8 3 3 1 $ 3§ - 3 -

The fair value of the liabilities for collateral related to securities lending in Level 2 is based on carrying value due to its short-term nature.

The fair value of free-standing exchange listed derivatives in Level 1 is based on unadjusted quoted prices for identical assets in active
markets the Company can access. The fair value of derivatives in Level 2 is based on the valuation methods described in Part A4 of this note.

D. The Company was able to estimate the fair value of all its financial instruments in 2016 and 2015.
Other ltems
A. Unusual or Infrequent Items
The Company did not have unusual or infrequent items as of December 31, 2016 or 2015.
B. Troubled Debt Restructuring: Debtors
The Company did not have troubled debt restructurings as of December 31, 2016 or 2015.
C. Other Disclosures

Related party commitments

The Company negotiated settlement agreements with certain claimants to pay annuities. Prior to July 1, 2001, the Company assigned its
obligation to pay those claimants to Allstate Settlement Corporation (“ASC”), a subsidiary of ALIC, who purchased structured settlement
annuities from ALIC and ALNY. In addition, the Company sold surety bonds to ASC which guaranteed the payment of the structured
settlement annuity in the event ALIC and ALNY could not pay. ASC conducted similar transactions with unrelated parties and acquired surety
bonds from AIC to guarantee the payment of those structured settlement annuity contracts issued by ALIC and ALNY. Most of the structured
settlements issued to ASC were under “qualified assignment” meaning ASC assumed AIC’s and unaffiliated parties’ obligations to make future
payments. Reserves recorded by ALIC and ALNY for annuity payments that are indemnified by the surety bonds of AIC were $4.97 billion and
$4.93 billion as of December 31, 2016 and 2015, respectively.

Other

Included in the Annual Statement is a schedule of net losses and loss expenses unpaid, as reported in Schedule P - Part 1, Columns 13
through 24, for accident years 2006, 2005, 2004, 2003, 2002, and 2001 and prior, for each line of business reported.

Other expenses reported on Page 3, Line 5, Liabilities, Surplus and Other Funds, included $36 million and $32 million of reserves related to
employee medical and dental plans as of December 31, 2016 and 2015, respectively.
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Business Interruption Insurance Recoveries

The Company did not receive business interruption insurance recoveries in 2016. The Company did not procure business interruption
insurance in 2015.

State Transferable and Non-transferable Tax Credits

The Company did not own state tax credits as of December 31, 2016 or 2015.

Subprime Mortgage Related Risk Exposure

1.

The Company identified it had exposure to subprime residential mortgage related risk in the form of asset-backed residential mortgage-
backed securities (“ABS RMBS”). The ABS RMBS portfolio includes securities that are collateralized by mortgage loans issued to
borrowers that cannot qualify for prime or alternative financing terms due in part to an impaired or limited credit history. It also includes
securities that are collateralized by certain second lien mortgages regardless of the borrower’s credit profile. As of December 31, 2016,
the ABS RMBS portfolio had net unrealized gains of $10 million, which were primarily comprised of gross unrealized gains. As of
December 31, 2015, the ABS RMBS portfolio had net unrealized gains of $15 million, comprised of $16 million in gross unrealized gains
and $1 million in gross unrealized losses.

In addition, the Company owns Alt-A securities, which it does not consider to be a component of its exposure to subprime mortgage
related risk. The Alt-A portfolio consists of mortgage-backed securities at fixed or variable rates and includes certain securities that are
collateralized by residential mortgage loans issued to borrowers with stronger credit profiles than subprime borrowers, but do not qualify
for prime financing terms due to high loan-to-value ratios or limited supporting documentation. As of both December 31, 2016 and 2015,
the Alt-A portfolio had net unrealized gains of $22 million, which were primarily comprised of gross unrealized gains.

Both ABS RMBS and Alt-A securities are considered loan-backed, and included in bonds in the Company’s Asset page.

The Company has a comprehensive portfolio monitoring process to identify and evaluate, on a case-by-case basis, investments whose
carrying value may be other-than-temporarily impaired. See Note 5, Part D5 for details regarding the Company’s portfolio monitoring
process. The ABS RMBS portfolio and Alt-A portfolio recorded OTTI losses related to asset impairments of less than $1 million in 2016
and 2015. OTTI losses due to the potential sale of assets to meet future cash flow requirements were not recorded in the ABS RMBS
portfolio in 2016 or 2015. In the Alt-A portfolio, OTTI losses due to the potential sale of assets to meet future cash flow requirements
were less than $1 million in 2016. OTTI losses due to the potential sale of assets to meet future cash flow requirements were not
recorded in the Alt-A portfolio in 2015. The Company continues to believe the unrealized losses on these securities are not necessarily
predictive of the performance of the underlying collateral. In the absence of further deterioration in the collateral relative to the
Company'’s positions in the securities’ respective capital structures, which could require recognition of OTTI losses, the unrealized losses
should reverse over the remaining lives of the securities.

The Company’s practice for acquiring and monitoring ABS RMBS and Alt-A securities takes into consideration the quality of the
originator, quality of the servicer, security credit rating, underlying characteristics of the mortgages, borrower characteristics, level of
credit enhancement in the transaction, and bond insurer strength, where applicable. The originators and servicers of the underlying
mortgage loans are primarily subsidiaries of large banks and brokers.

The Company did not have direct exposure to subprime mortgage loans.

The Company’s direct exposure to other subprime investments is summarized as follows as of December 31:

(in millions) 2016
Book/
Adjusted OTTI
Actual Carrying Fair Losses
Cost Value Value Recognized
a. Residential mortgage-backed securities ~ $ 64 $ 59 $ 69 $ -
b. Commercial mortgage-backed securities - - - -
c. Collateralized debt obligations - - - -
d. Structured securities - - - -
e. Equity investments in SCAs - - - -
f. Other assets - - - -
g. Total $ 64 $ 59 $ 69 $ -
2015
Book/
Adjusted OTTI
Actual Carrying Fair Losses
Cost Value Value Recognized
Residential mortgage-backed securities ~ $ 75 $ 69 $ 84 $ -

Commercial mortgage-backed securities - - - -
Collateralized debt obligations - - - -
Structured securities - - - -
Equity investments in SCAs - - - -
Other assets - - - -
Total $ 75 $ 69 $ 84 $ -

@ paoop

In addition, the Company had Alt-A securities with the following actual cost, book/adjusted carrying value, fair value and OTTI losses as
of December 31:

(in millions) 2016 2015

Actual cost $ 82 $ 95
Book/adjusted carrying value  $ 82 $ 96
Fair value $ 104 $ 118
OTTlI losses recognized $ -3 -

The Company did not sell mortgage guaranty or financial guaranty insurance coverage, and therefore, does not have underwriting
exposure to subprime mortgage risk.

Insurance-linked Securities (“ILS”) Contracts

The Company and certain of its affiliated insurance companies were ceding insurers of five ILS agreements related to directly-written
insurance risks as of December 31, 2016 and 2015. As of December 31, 2016, the maximum proceeds or contractual limit available under
each agreement was as follows: $200 million for the 2013-1 Class A contract for losses in excess of $3.75 billion; $150 million for the 2013-1
Class B contract for losses in excess of $3.22 billion; $330 million for the 2014-1 Class B contract for losses in excess of $4.20 billion; $115
million for the 2014-1 Class C contract for losses in excess of $3.75 billion; and $305 million for the 2014-1 Class D contract for losses in
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excess of $3.15 billion. As of December 31, 2015, the maximum proceeds or contractual limit available under each agreement was as follows:
$200 million for the 2013-1 Class A contract for losses in excess of $3.62 billion; $150 million for the 2013-1 Class B contract for losses in
excess of $3.07 billion; $330 million for the 2014-1 Class B contract for losses in excess of $4.07 billion; $115 million for the 2014-1 Class C
contract for losses in excess of $3.62 billion; and $305 million for the 2014-1 Class D contract for losses in excess of $3.07 billion. All five
agreements reinsure personal lines property and automobile excess catastrophe losses from a Property Claim Services reported hurricane or
earthquake event. Each agreement’s contractual limit applies to all the ceding companies under the agreement as a group, and not
separately to each ceding company. A ceding company’s share of loss recovery under an agreement for a loss occurrence is based on the
proportion of the ceding company’s ultimate net loss for such loss occurrence to the total ultimate net loss incurred by all the ceding
companies for the loss occurrence, and is limited to the ceding company’s ultimate net loss. The table below reports all known ILS
involvements that would likely be used to satisfy the Company’s reinsurance agreements. The term “Aggregate Maximum Proceeds”, as listed
in the table, represents the aggregate of the contract limits of all of the Company’s outstanding ILS contracts. The Company did not expect to
receive proceeds under the terms of the ILS agreements as of December 31, 2016 or 2015.

($ in millions) December 31, 2016 December 31, 2015
Number of Aggregate Number of Aggregate
Outstanding Maximum Outstanding Maximum
ILS Contacts Proceeds ILS Contacts Proceeds

Management of Risk Related To:

(1) Directly-Written Insurance Risks
a. ILS Contracts as Issuer -
b. ILS Contracts as Ceding Insurer 5
c. ILS Contracts as Counterparty -

R R
N
N
o
o
[6)]

R R
-
N
o
o

(2) Assumed Insurance Risks
a. ILS Contracts as Issuer - $ $
b. ILS Contracts as Ceding Insurer - $ - - $ -
c. ILS Contracts as Counterparty - $ $

22. Events Subsequent

On January 9, 2017, the Company declared a dividend of $701 million to AlH, of which $250 million was ordinary dividend and $451 million was
extraordinary dividend. The total amount was paid in cash on February 10, 2017.

The Company did not write accident and health insurance premium subject to Section 9010 of the federal Affordable Care Act (“ACA”) in 2016 or
2015.

An evaluation of subsequent events was made through February 23, 2017 for the Annual Statement issued on February 27, 2017. There were no
other significant subsequent events requiring adjustment to or disclosure in the financial statements.

23. Reinsurance

A

Unsecured Reinsurance Recoverables

The Company had the following unsecured reinsurance recoverables that exceeded 3% of the Company’s policyholders surplus as of
December 31:

($ in millions) NAIC
Group
Reinsurer Code FEIN 2016 2015
Michigan Catastrophic Claim Association (“MCCA”) 0000 AA-9991159 $ 2,794 $ 2,802
New Jersey Unsatisfied Claim and Judgment Fund 0000 AA-9991160 §$ 491  $ 487

The MCCA is a mandatory insurance coverage and reinsurance indemnification mechanism for personal injury protection losses that provides
indemnification for losses over a retention level that increases every other MCCA fiscal year by the lesser of 6% or the increase in the
Consumer Price Index. The retention level will be $555 thousand per claim for the fiscal two-years ending June 30, 2019 compared to $545
thousand per claim for the fiscal two-years ending June 30, 2017. The MCCA is obligated to fund the ultimate liability for member companies
(companies actively writing motor vehicle coverage in Michigan and those with runoff policies) qualifying claims and claims expenses. The
MCCA operates similar to a reinsurance program and is annually funded by participating member companies (companies actively writing
motor vehicle coverage in Michigan) through a per vehicle annual assessment. The MCCA has been legally authorized to annually assess
participating member companies pursuant to enabling legislation that describes both the annual determination and assessment. This
assessment is recorded as a component of the premiums charged to the Company’s customers. These assessments paid to the MCCA
provide funds for the indemnification for losses described above. The MCCA is required to assess an amount each year sufficient to cover
members’ actuarially determined present value of expected payments on lifetime claims of all persons expected to be catastrophically injured
in that year, its operating expenses, and adjustments for the amount of excesses or deficiencies in prior assessments. The MCCA prepares
statutory-basis financial statements in conformity with accounting practices prescribed or permitted by the State of Michigan Department of
Insurance and Financial Services (“MI DOI”)