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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

WILLIAM MCLAUGHLIN
98 Dean Road

Dalton, PA 18414
LEONARD LICHTY

3023 Grandview Blvd
Sinking Spring, PA 19608
VICTORIA LICHTY

3023 Grandview Blvd
Sinking Spring, PA 19608
WILLIAM COTTON

2203 Cypress Dr.
McKeesport, PA 15131
MARY DIGIULIO

27 Jay Street

Feasterviller Trevose, PA 19053
MARYALICE DOYLE

8 Country Club Place

South Abington Township, PA 18411
WILLIAM LEE

96 Wagonwheel Lane
Doylestown, PA 18901
WARREN MILLER

535 Applewood Road

Fort Washington, PA 19034
EUGENE WELLER

1981 Norwood Lane

State College, PA 16803
BRUCE DENLINGER

492 Sugar Maple Court
Bethlehem, PA 18017
GARY SIGLER

3 Songbird Court
Betchelsville, PA 19505
WILLIAM QUAIROLI

145 Stonehedge Court
Cleona, PA 17042
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JURY TRIAL DEMANDED
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NO.:
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DEBORAH L. SPEDDING
17 Johns Drive

Scott Township, PA 18433
GAIL WOLFE

PO Box 7126

New Castle, PA 17107
ROBERT MCCARREL
261 Crest Avenue
Washington, PA 15301
PHILLIP SINGER

100 Lattice Lane
Collegeville, PA 19426
KENNETH FRANCK
2723 Temple Dr.
Sinking Spring, PA 19608
JAMES ARCHER

18 S. River

Box 98

Maytown, PA 17550
LAWRENCE O'HARA
4 Oakmont Place

Media, PA 19063
ROBERT WELLER

126 Lincoln Drive
Shavertown, PA 18708
ATHENA WAGNER

57 Medinah Drive
Reading, PA 19607
PAUL TRIMBORN
1197 Dickerson Road

N. Wales, PA 19454
ROBERT REBB

631 Uniola Drive

Myrtle Beach, 29579
WILLIAM SHOVER
106 E. Penn Grant Road
Willow Street, PA 17584
JOHN JUCKNIEWITZ
2035 Eagle Way
Hatfield, PA 19440
BRADLEY STECKEL
2778 Dark Region Road
Clarks Summit, PA 18411
PAUL LONG

PO Box 15020

I

Filed 02/26/15 Page 2 of 50




P | R \
Case 5:15-cv-01017-MAK  Document 1

Pittsburgh, PA 15237
JANET HAGGERTY
191 Summerton Drive
Bluffton SC 29910
JOHN CHERUP
422 Orchard West
Newberry Estates
Dallas, PA 18612
JOSEPH ROSATI
4756 Killian Avenue
Reading, PA 19606
Plaintiffs,

V.

ALLSTATE INSURANCE COMPANY
3075 Sanders Road
NorthBrook, Illinois 60062
THE ALLSTATE CORPORATION
3075 Sanders Road
NorthBrook, Illinois 60062
EDWARD M. LIDDY, in his capacity as
former President and Chief Executive
Officer of The Allstate Corporation and
Allstate Insurance Company
3075 Sanders Road
NorthBrook, Illinois 60062

Defendants.
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PLAINTIFFS' COMPLAINT

NOW comes Plaintiffs, William McLaughlin, Leonard Lichty, Victoria Lichty, William
Cotton, Mary DiGiulio, MaryAlice Doyle, William Lee, Warren Miller, Eugene Weller, Bruce

Denlinger, Gary Sigler, William Quairoli, Deborah L. Spedding, Gail Wolfe, Robert McCarrel,
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Phillip Singer, Kenneth Franck, James Archer, Lawrence O'Hara, Robert Weller, Athena

Wagner, Paul Trimborn, Robert Rebb, William Shover , John Juckniewitz, Bradley Steckel, Paul

Long, Janet Haggerty, John Cherup, Joseph Rosati, by and through their undersigned counsel,

Munley Law, P.C. and avers as follows:
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INTRODUCTION

1. This action is based on the betrayal by Allstate Insurance Company and its parent,
The Allstate Corporation (referred to collectively herein as “Allstate™), of more than 6,300 of its
insurance sales agents — comprising virtually its entire work force of “captive” employee agents
— whose employment contracts were terminated in 2000. During the course of their longstanding
contractual relationships with Allstate, almost all of these employee agents had brought
enormous value to the company by investing at least a decade of exclusive service to Allstate
and, at its behest, substantial sums of their own money to expand the company’s customer and
revenue base. They made these investments in a “book of business™ that Allstate maintains they
did not own, based upon the promise Allstate would provide them with a “guaranteed income”
and lifetime “financial security,” principally through a “superior” compensation package that
included substantial benefits under the company’s pension, profit sharing and other employee
benefit plans (collectively, the “Plans™) touted as the best the industry had to offer.

2. Wishing to get out from under the financial burden of this promise, Allstate strove
throughout the 1990°s to persuade its employee agents to convert to so-called “exclusive agent
independent contractor” status by telling them that such status would give them even more
“entrepreneurial freedom” and a capacity for much greater earning power. Despite its best
efforts, however, Allstate was unable to induce more than a tiny fraction of its employee agent
work force to surrender their employment contracts and give up the generous benefit package
that came with it.

3. Having failed in a decade-long effort to persuade its employee agents to
voluntarily relinquish their benefits, Allstate and its President and Chief Executive Officer,

Edward M. Liddy, decided to dictate that result through coercive and unlawful measures. To this
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end, Allstate announced in November 1999 that it was instituting a “group reorganization
program” under which approximately 6,300 employee agents would have their employment
contracts terminated by June 30, 2000, and would be permitted to remain with Allstate as so-
called “exclusive agent independent contractors” only if they signed a standardized, non-
negotiable form of release waiving their statutory and common law rights (the “Mass
Termination Program”).1 To ensure that these terminated employee agents would not be able to
reacquire their pension and other benefits by obtaining reemployment with the company in some
other capacity, Allstate designed and later imposed a moratorium on rehiring terminated
‘employee agents, regardless of their ample qualifications.

4. In its public pronouncements, Allstate justified the Mass Termination Program as
a measure designed to promote “productivity” and “entrepreneurial freedom,” which thereby
would “re-energize” its insurance sales force of more than 15,000 agents. In reality, Allstate
knew that former employee agents would continue to perform the exact same jobs they had
always performed and would be subject to no less control than they had been subject to prior to
the Mass Termination Program.

5. The true reasons underlying Allstate’s decision to terminate substantially all of its
employee agents were at least threefold. First, Allstate wished to rob nearly all of its employee
agents of the pension and other benefits to which they were or might in the future become
entitled under the Plans. Indeed, the Mass Termination Program was the central feature of a

“field realignment” designed to save approximately $325 million in annual expenses, a

I Employee agents in Montana were to be terminated as of September 30, 2000, and employee

agents in Delaware were to be terminated as of December 31, 2000.
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significant portion of which consisted of annual savings arising out of eliminating the cost of
providing pension, profit sharing and other benefits to more than 6,300 employee agents.

6. The second principal reason Allstate instituted the Mass Termination Program
was to replace older employee agents with younger hires. Because Allstate had ceased hiring
new employee agents in 1990, that segment of its workforce had grown progressively older such
that, by October 1999, approximately 90 percent of the remaining employee agents were over the
age of 40 and the average age of the remaining employee agents had risen to 51. Allstate and its
senior management stereotypically viewed these older agents as lacking in energy, drive,
initiative and entrepreneurial spirit, and they were referred to variously as a “problem,” as
creating a “toxic environment™ and as “bad for the morale of the younger agents.”

7. The third principal reason Allstate instituted the Mass Termination Program was
to relieve itself en masse of the contractual, legal and other obligations it owed to the more than
6,300 employee agents who had steadfastly refused to convert to so-called “exclusive agent
independent contractor” status since 1990 and thereby relinquish the substantial benefits and
legal and contractual protections to which they were entitled.

8. Correctly reckoning that about 2,000 employee agents would leave the company
rather than accept something they had continually spurned over the preceding decade, Allstate’s
management saw the Mass Termination Program as a singular opportunity to replace upwards of
twenty percent of its older agents and distribute the sizable books of business these agents had
been developing and servicing over the period of a decade or more to new hires who were
thought to be more “energetic” and “productive.”

9. In severing the employment contracts of about 6,300 employee agents to deprive

them of benefits under the Plans and purge hundreds of older workers from the ranks of its sales
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force, Allstate acted in blatant violation of the Age Discrimination in Employment Act of 1967,
as amended, 29 U.S.C. §§l0621 et seq. (‘ADEA”) and the Employee Retirement Income Security
Act of 1974, as amended, 29 U.S.C. §§01001 ef seq. (“ERISA”), and as well as its myriad
contractual and fiduciary obligations.

10.  As a result, the terminated employee agents have experienced a sudden and
dramatic decline in income. Many have been forced to abandon their professions, deplete their
life savings, sell or mortgage their homes and file for bankruptcy. Others have suffered from
anxiety, depression, loss of self worth and such severe emotional distress that they have required
medical treatment or hospitalization and, in some instances, taken their own lives.

11. To evade accountability for conduct that it well understood to be unlawful,
Allstate presented its employee agents with the following ultimatum: if they did not sign the
standardized General Release and Waiver Agreement (the “Release™) that purported to waive
their right to challenge the legality of the company’s conduct, as well as the Release itself, they
would not be permitted to continue in the service of the company, albeit as a so-called “exclusive
agent independent contractor,” or to attempt to sell the profitable books of business they had
developed over many years of dedicated service. In other words, Allstate would sever its ties
completely with employee agents who did not sign the Release and confiscate their books of
business, including the substantial investments employee agents had been pressured or induced
to make therein. Faced with this “Hobson’s choice,” only a handful of employee agents were in
a position to refuse to sign the Release.

12.  In successfully strong-arming well over 99 percent of employee agents into
signing fhe Release, Allstate exploited the financial vulnerability of its agents and betrayed the

confidence they had reposed in the company during relationships that spanned upwards of a
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decade. Not only had Allstate aggressively encouraged employee agents to invest their own
financial resources for the purpose of building the company’s business, it also had prohibited
them from selling any competing insurance and financial products, pursuing any other business
venture or earning other income for retirement. Moreover, Allstate imposed severe restrictions
on the ability of its employee agents to develop any competing business in the event they should
ever be terminated. Thus, when confronted with the Release, employee agents were left so
vulnerable to overreaching by Allstate and were under such extreme duress, they had no other
choice but to sign. Not content with the pressure it placed on the agents, Allstate also made
repeated misrepresentations about the Release and the consequences of signing or not signing it
that had the purpose or effect of inducing reasonable employee agents to sign the Release.
Recognizing those pressures, the United States Equal Employment Opportunity Commission
(“EEOC™) issued a determination in which it characterized Allstate’s conduct as “threats,
coercion, and intimidation” and found that the Release was in violation of the ADEA and, hence,
unenforceable.

13.  The plaintiffs named herein have brought this suit on behalf of themselves and the
other 6,300 or so similarly-situated employee agents to have the Release declared invalid and to
otherwise vindicate their rights under the ADEA, ERISA and the common law.

JURISDICTION AND VENUE

14. This is a civil action over which original jurisdiction is vested in this Court by 28
U.S.C. §§ 1331 and 1343(a), and 29 U.S.C. § 626(f)(3). This Court also is vested with exclusive
subject matter jurisdiction over plaintiffs' claims under ERISA pursuant to 29 US.C. §

1132(e)(1) and (f).
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15.  This Court has supplemental jurisdiction pursuant to 28 U.S.C. § 1367 over all
other claims that are so related to claims within its original or exclusive jurisdiction that they
form part of the same “case or controversy” under Article III of the United States Constitution.

16.  Venue is appropriate in this Court under 28 U.S.C. § 1391 and 29 U.S.C. §
1132(e)(2) as this action is brought in a judicial district in which the defendants reside or may be
found at the time the action is commenced. Further, many of the plaintiffs and class members
reside in the Commonwealth of Pennsylvania, including counties comprising the Eastern District
of Pennsylvania. The unlawful employment and other practices alleged herein were committed

in the Commonwealth of Pennsylvania and throughout the United States.
PARTIES

A. PLAINTIFFS

1. General Allegations As To All Plaintiffs

17.  Each of the plaintiffs in this action was employed by Allstate as of November 1,
1999, under an “R830 Allstate Agent Compensation Agreement” (“R830 contract”) or an
“R1500 Agent Employment Agreement” (“R1500 contract”) whose employee status and
employment contract was terminated by Allstate as part of the Mass Termination Program. The
plaintiffs who were employed under the R830 contract and R1500 contract are referred to herein
as “R830 plaintiffs” and “R1500 plaintiffs,” respectively. All of the plaintiffs in this action had
attained the age of forty (40) prior to the termination of their employment contracts.

18. At all pertinent times, each of the plaintiffs in this action was an “employee” of

Allstate within the meaning of the 29 U.S.C. § 630 and 29 § U.S.C. § 1002(6), and a
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“participant” in and/or “beneficiary” of the Plans within the meaning of 29 U.S.C. § 1002(7) and
(8).

19. As an integral part of the Mass Termination Program, Allstate presented
substantially all of its employee agents in the United States with the Release and instructed that
the company would sever their employment and agency relationships entirely on or before June
30, 2000, if they did not sign and return it. Allstate further instructed that employee agents who
signed the Release could select from three so-called “options,” two of which required the agent
to convert to “exclusive agent independent contractor” status by entering into an “R3001S
Allstate Exclusive Agent Agreement” or “R3001C Allstate Exclusive Agency Agreement”
(collectively, the “R3001S contract™):

. “Option 17 or the “Forced Conversion Option”: enter into the R3001S contract

and continue in the service of Allstate as a so-called “exclusive agent independent
contractor” (the “Forced Conversion Option™);

) “Option 2” or the “Forced Sale Option”: enter into the R3001S contract for a

period of at least one month and then sell their entire book of business to a buyer
approved by Allstate, before separating from the company’s service; or

. “Option 3” or the “Forced Severance Option”: separate from the service of

Allstate and receive what the company characterized as an “enhanced” severance
payment payable over a two-year period.
Employee agents who did not sign the Release were instructed they would be eligible to receive
“base” severance payments based on the number of years of service provided to Allstate (up to a

maximum of 13 weeks of pay).
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20.  Approximately 400 employee agents put Allstate on notice of allegations of class-
wide age discrimination and/or retaliation by filing timely charges with the EEOC and/or
equivalent state agencies.

21.  All administrative prerequisites for maintaining plaintiffs’ ADEA claims have
been met. Any efforts to exhaust administrative remedies would have been futile because the
decision to terminate each employee agent was an integral part of a company-wide program
authorized at the highest level of Allstate’s management, including Richard (Rick) Cohen, the
President of Allstate Property and Casualty Insurance Company, and defendant Edward M.
Liddy.

2. Specific Allegations As To Individual Plaintiffs

22.  Plaintiff WILLIAM MCLAUGHLIN (“McLaughlin”) was employed by Allstate
for more than eleven (11) years under an R1500 contract. McLaughlin signed the Release and
continued to provide service to Allstate under the Forced Conversion Option subsequent to June
30, 2000.

23.  Plaintiff LEONARD LICHTY (“Litchy I”) was employed by Allstate for more
than fourteen (14) years under an R1500 contract. Litchy I signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

24.  Plaintiff VERONICA LICHTY (“Litchy II”) was employed by Allstate for more
than eleven (11) years under an R1500 contract. Litchy II signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

25.  Plaintiff WILLIAM COTTON (“Cotton”) was employed by Allstate for more
than eleven (11) years under an R1500 contract. Cotton signed the Release and continued to

provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.
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26.  Plaintiff MARY DIGIULIO (“DiGiulio”) was employed by Allstate for more than
seventeen (17) years under an R1500 contract. DiGiulio signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

27.  Plaintiff MARYALICE DOYLE (“Doyle”) was employed by Allstate for more
than seventeen (17) years under an R830 contract. Doyle signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

28.  Plaintiff WILLIAM LEE (“Lee”) was employed by Allstate for more than twenty-
one (21) years under an R830 contract. Lee signed the Release and continued to provide service
to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

29.  Plaintiff WARREN MILLER (“Miller”) was employed by Allstate for more than
forty (40) years under an R830 contract. Miller signed the Release and continued to provide
service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

30.  Plaintiff EUGENE WELLER (“E. Weller”) was employed by Allstate for more
than fifteen (15) years under an R830 contract. Weller I signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

31.  Plaintiff BRUCE DENLINGER (“Denlinger”) was employed by Allstate for more
than twenty-three (23) years under an R830 contract. Denlinger signed the Release and continued
to provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

32.  Plaintiff GARY SIGLER (“Sigler”) was employed by Allstate for more than
twelve (12) years under an R1500 contract. Sigler signed the Release and continued to provide

service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.
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33.  Plaintiff WILLIAM QUAIROLI ("Quairoli”) was employed by Allstate for more
than twelve (12) years under an R1500 contract. Quairoli signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

34.  Plaintiff DEBORAH L. SPEDDING ("Spedding”) was employed by Allstate for
more than nineteen (19) years under an R830 contract. Spedding signed the Release and
continued to provide service to Allstate under the Forced Conversion Option subsequent to June
30, 2000.

35.  Plaintiff GAIL WOLFE ("Wolfe”) was employed by Allstate for more than
sixteen (16) years under an R830 contract. Wolfe signed the Release and continued to provide
service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

36.  Plaintiff ROBERT MCCARREL ("McCarrel”) was employed by Allstate for
more than fourteen (14) years under an R830 contract. McCarrel signed the Release and
continued to provide service to Allstate under the Forced Conversion Option subsequent to June
30, 2000.

v37. Plaintiff PHILLIP SINGER ("Singer”) was employed by Allstate for more than
nineteen (19) years under an R830 contract. Singer signed the Release and continued to provide
service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

38.  Plaintiff KENNETH FRANCK ("Franck™) was employed by Allstate for more
than sixteen (16) years under an R830 contract. Franck signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

39.  Plaintiff JAMES ARCHER ("Archer”) was employed by Allstate for more than
twenty (20) years under an R830 contract. Archer signed the Release and continued to provide

service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.
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40.  Plaintiff LAWRENCE O'HARA ("O'Hara”) was employed by Allstate for more
than twenty (20) years under an R1500 contract. O'Hara signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

41.  Plaintiff ROBERT WELLER ("R. Weller”) was employed by Allstate for more
than fourteen (14) years under an R1500 contract. R. Weller signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

42.  Plaintiff ATHENA WAGNER ("Wagner”) was employed by Allstate for more
than seventeen (17) years under an R830 contract. Archer signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

43.  Plaintiff PAUL TRIMBORN ("Trimborn”) was employed by Allstate for more
than twenty-one (21) years under an R830 contract. Trimborn signed the Release and continued
to provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

44,  Plaintiff ROBERT REBB ("Rebb”) was employed by Allstate for more than
fifteen (15) years under an R830 contract. Rebb signed the Release and continued to provide
service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

45.  Plaintiff WILLIAM SHOVER ("Shover”) was employed by Allstate for more
than sixteen (16) years under an R830 contract. Shover signed the Release and left the service of
Allstate under the Forced Conversion Option.

46.  Plaintiff JOHN JUCKNIEWITZ ("Juckniewitz”) was employed by Allstate for
more than thirty-three (33) years under an R830 contract. Juckniewitz signed the Release and
continued to provide service to Allstate under the Forced Conversion Option subsequent to June

30, 2000.
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47.  Plaintiff BRADLEY STECKEL ("Steckel”) was employed by Allstate for more
than twenty-two (22) years under an R830 contract. Steckel signed the Release and left the
service of Allstate under the Forced Sale Option.

48. Plaintiff PAUL LONG ("Long”) was employed by Allstate for more than thirteen
(13) years under an R1500 contract. Long signed the Release and continued to provide service to
Allstate under the Forced Conversion Option subsequent to June 30, 2000.

49.  Plaintiff JANET HAGGERTY ("Haggerty”) was employed by Allstate for more
than twenty-two (22) years under an R830 contract. Haggerty signed the Release and continued
to provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

50.  Plaintiff JOHN CHERUP ("Cherup”) was employed by Allstate for more than
twenty-nine (29) years under an R830 contract. Cherup signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

51. Plaintiff JOSEPH ROSATI ("Rosati") was employed by Allstate for more than
twenty-three (23) years under an R1500 contract. Rosati signed the Release and continued to
provide service to Allstate under the Forced Conversion Option subsequent to June 30, 2000.

B. DEFENDANTS

52. Defendant EDWARD M. LIDDY (“Liddy”) is being sued in his capacity as the
former President, Chief Executive Officer and Chairman of Allstate (and one or more of its
subsidiaries and affiliates). Liddy served as Allstate’s Chief Operating Officer from August
1994 to January 1999; Chief Executive Officer from January 1999 to May 2005; and as
Chairman of the Board of Directors from January 1999 to April 2008. Defendant Liddy is a

“person” within the meaning of ERISA, including 29 U.S.C. § 1140.
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53.  Defendant THE ALLSTATE CORPORATION is a publicly-traded Delaware
corporation, having its principal place of business in Northbrook, Illinois. The Allstate
Corporation conducts business throughout the United States and abroad through its various
subsidiaries and affiliates. Defendant The Allstate Corporation is a “person” within the meaning
of ERISA, including 29 U.S.C. § 1140.

54.  Defendant ALLSTATE INSURANCE COMPANY is an Illinois corporation,
having its principal place of business in Northbrook, Illinois. Allstate Insurance Company
conducts business throughout the United States and abroad, whether through an affiliate or
subsidiary or otherwise. Allstate Insurance Company is a wholly-owned subsidiary of The
Allstate Corporation and/or one or more of its subsidiaries and affiliates. Defendant Allstate
Insurance Company is a “person” within the meaning of ERISA, including 29 U.S.C. § 1140.

55. At all times relevant hereto, Allstate Insurance Company and The Allstate
Corporation was an “employer” within the meaning of the ADEA and ERISA because they were
engaged in an industry affecting commerce that had twenty (20) or more employees. Allstate
Insurance Company and The Allstate Corporation constituted a “single employer” of the
Plaintiffs and other similarly-situated persons. Among other things, the operations of Allstate
Insurance Company and The Allstate Corporation are interrelated and they share common
directors, officers and personnel. The Allstate Corporation was directly and integrally involved
in, and exercised de facto control over, among other things, financing decisions, funding and
personnel, culminating in the decisions at issue in this case. Allstate Insurance Company is
identified as the sponsor of the Agents Pension Plan (the “Pension Plan”) and The Allstate
Corporation is identified as the sponsor of The Savings and Profit Sharing Fund of Allstate

Employees (the “Profit Sharing Plan”). Additionally, The Allstate Corporation made sure
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employees of its subsidiaries and affiliates, including Allstate Insurance Company (collectively,
the “Allstate Controlled Group”), were eligible to participate in the Pension Plan, the Profit

Sharing Plan and some or all of the other Plans.

FACTUAL ALLEGATIONS

A. ALLSTATE USED THE PROMISE OF LIFETIME FINANCIAL

SECURITY TO INDUCE ITS WORKFORCE OF “CAPTIVE”

EMPLOYEE AGENTS TO DEDICATE THEIR CAREERS AND

FINANCIAL RESOURCES TO ITS CONTINUING PROFITABILITY

56.  Prior to October 1984, almost all of Allstate’s insurance agents had been
employed under the R830 contract. This contract expressly created an “employer-employee”
relationship between Allstate and the insurance sales agents hired under it and made those
employee agents “captive agents” of Allstate: they were required to devote their entire business
time to the sale of Allstate’s insurance and financial products and prohibited from selling
insurance and financial products on behalf of competing companies. These agents were
compensated principally through commissions both on any new business they generated and on
the renewal of existing business, including a commission-based “production allowance” for
vacation, personal holidays, family and other illness, attending company meetings and other time
away from their agencies. Additionally, Allstate provided these employee agents with a
furnished office or other sales location from which they could solicit and service their “books of
business” and paid all expenses incurred by the agent in conducting his or her business on behalf
of the company.

57.  Inrecognition of the substantial amount of time and resources required for agents

to build up a profitable “book of business,” the R830 contract created an express and implied

relationship of indefinite duration in which agents were afforded both substantive and procedural
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protections to ensure that they could be terminated only for “good cause” and in limited
circumstances. Accordingly, the R830 contract specified “unsatisfactory work™ as the sole basis
upon which an agent could be terminated and further provided that, prior to any termination, the
agent was to be given notice that his or her “job is in jeopardy” and a “reasonable opportunity to
bring . . . performance up to satisfactory standards.” In the event an agent failed to do so,
Allstate still could not terminate the R830 contract unless it complied with a specified, elaborate
review and approval procedure.

58.  Apart from the protections afforded to agents from termination, the R830 contract
also protected agents from having their commissions reduced or from otherwise being burdened
with more onerous terms and conditions of employment by providing its terms could not be
modified without the agent’s written consent.

59.  Though the commission rates fixed by the R830 contract generally were lower
than those paid by Allstate’s competitors, Allstate enticed prospective agents into committing
their futures to the company by promising them a “guaranteed income” and long-term “financial
security” through a “superior” package of employee benefits that Allstate touted as the best the
industry had to offer. These benefits included, among others, normal and “beefed up” early
retirement benefits available under the Pension Plan, the deferral of income and contributions
through the Profit Sharing Plan, and such things as comprehensive medical insurance, dental
insurance, long-term disability insurance, and life insurance under other of the Plans.

60. By 1984, Allstate was a very profitable insurance company, selling products
almost exclusively through its sales force of about 13,000 “captive” employee agents who
worked out of booths located in “Sears” retail stores or, in some cases, sales offices owned or

leased by the company. Allstate’s management nonetheless had concluded that it could increase

18




I o | |

Case 5:15-cv-01017-MAK  Document1 Filed 02/26/15 Page 19 of 50

its profits by cutting the net expense of the “unmatched” compensation package provided to
employee agents. As a result, Allstate instituted the Neighborhood Office Agent (“NOA”) “cost
sharing” program under which employee agents were encouraged to lease or buy offices in their
own names from which they could continue to solicit new customers and service their prospering
“books of business.” While Allstate publicly asserted the NOA program would provide its
employee agents with greater “entreprencurial freedom,” and promised that employee agents
would have a “proprietary interest” in their agencies, the NOA program represented the first in a
series of steps that Allstate took to reduce its net expenses at the expense of employee agents.

61. The NOA “cost sharing” program was implemented, in large part, through the
R1500 contract — a form of employment contract which substantially all new employee agents
hired subsequent to October 1, 1984, were required to enter into — as well as the standardized
R1660 Amendment to the R830 contract (the “NOA amendment™), which Allstate encouraged its
existing employee agents to sign. In many respects, the R1500 contract was similar to the
discontinued R830 contract. Like the R830 contract, the R1500 contract created an “employer-
employee” relationship of indefinite duration between Allstate and its agents, provided that those
agents were to be compensated on a commission basis, and prohibited them from selling
insurance and financial products on behalf of any competing company. Furthermore, as
acknowledged “employees” of Allstate, agents hired under the R1500 contract — like their R830
counterparts — were entitled to participate in all of the Plans and receive other benefits as Allstate
employees. Yet, while it preserved the essential structure of the “employer-employee”
relationship between Allstate and its insurance sales agents, the R1500 contract differed from the

R830 contract in at least two ways.
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62.  First, under the R1500 contract (and the NOA amendment), employee agents
were obligated to bear the entire expense of operating their own sales offices — generally running
into tens of thousands of dollars each year for rent, support staff, marketing, advertising and
utilities — whereas prior to October 1984, and under the original R830 contract, Allstate generally
had borne all such expenses. Allstate nonetheless provided an “Office Expense Allowance” or
“OEA” to agents employed under the R1500 contract (and the NOA amendment) through which
the company reimbursed a portion of the out-of-pocket expenditures for which agents were
responsible under the NOA program. That allowance was paid in the form of an enhanced
commission tied to new and renewal business production during the prior year, but was
intentionally designed to only partially offset the substantial expenses associated with running a
Allstate agency. Second, even though Allstate proclaimed that the R1500 contract (but not the
NOA amendment) was designed to “attract and keep aggressive, new business oriented agents,”
the new contract purported to reserve for Allstate the unfettered “right to increase or decrease
compensation amounts,” including the amount of OEA generated by sale commissions; to
“change the compensation rules at any time”; to change the “nonexclusive” sales location
assigned to an NOA agent at any time (notwithstanding the fact agents were required to live
within “reasonable proximity” to their sales location); and to unilaterally alter its other terms and
conditions.

63. The R1500 contract expressly incorporated the provisions of the Agents
Employment Procedure Manual (the “Employment Manual”) and provided that it was further
“governed by the rules, regulations and procedures” set forth in the Employment Manual and
elsewhere. Among the provisions contained in the Employment Manual was a requirement that

employee agents be given a “complete explanation of the reason for termination” and
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notification of the right to appeal such termination pursuant to a two-step appeal process.
Accordingly, while the R1500 contract purported to make agents “at will” employees, under the
express and implied terms of the Employment Manual it incorporated, agents could be
terminated only on a case-by-case basis and when warranted by individual circumstances.
According to Allstate’s Management Information Guide, R1500 agents were subject to the same
“corrective procedures as the R830 agent,” including the ability “to request an agent review
board in the event of termination . . . ” This is consistent with Allstate’s acknowledged policy
that it would terminate an employee agent only for “good cause” such as serious acts of
dishonesty and, in all other cases, it was corporate policy to use “progressive discipline.”

64. With the launching of the NOA “cost sharing” program in 1984 and during the
years that followed, Allstate publicly assured employee agents working under the R830 contract
that they would not be required to participate in the new program. Eventually, however, Allstate
began to engage in a sustained effort to pressure its R830 agents to convert to the NOA program,
either by executing a new R1500 contract or the NOA amendment. Among other things, Allstate
began to evaluate its managers on their ability to get employee agents to convert fo the NOA
program and, in the case of managers who were viewed as being “soft on agents,” threatened
them with termination unless they succeeded in forcing agents to convert to the NOA program.

65.  When it became clear that Allstate would not be able to lure its remaining R830
agents to convert to the NOA program with false promises of future riches and “entrepreneurial
freedom,” Allstate resorted to more insidious measures such as scare tactics, threats, intimidation
and belittlement. To this end, employees agents were told that they “would not be around long”
if they did not agree to convert to the NOA program. In the words of Allstate management, the

company was moving in a new direction and agents “could either jump on the bandwagon or fall
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by the wayside.” By 1990, heavy-handed tactics such as these ultimately resulted in the majority
of the remaining R830 agents being left with no viable options other than leaving the company or
tying their fates to the NOA program.

B. ALLSTATE WAS UNSUCCESSFUL IN PERSUADING EMPLOYEE

AGENTS TO CONVERT TO SO-CALLED “INDEPENDENT

CONTRACTOR?” STATUS AND, THEREBY, RELINQUISH THEIR

EMPLOYEE BENEFITS

66.  While the NOA program initially accomplished Allstate’s objective of shifting
most of the costs associated with the operation of neighborhood sales offices to its employee
agents, Allstate still was bearing a substantial amount of costs itself. Moreover, the NOA
program had little impact on what had become one of the largest line-item expenses on Allstate’s
balance sheet: the expense of Allstate’s “superior” package of employee benefits, which
accounted for as much as 25 percent or more of a typical agent’s compensation package.

67. In a further effort to phase out these expenses and, thereby, improve its “bottom-
line,” Allstate introduced a new program which it called the Neighborhood Exclusive Agency
(“Exclusive Agent”) program in 1990. Under this Exclusive Agent program, Allstate hired new
“Exclusive Agents” as employees for an initial eighteen-month training period, whereupon these
newly-minted agents entered into a standardized R3001 Neighborhood Exclusive Agency
Agreement (“R3001 contract”), which characterized them as “independent contractors.” The
term “exclusive” is synonymous with “captive” in that the R3001 contract bars Exclusive Agents
from soliciting, selling or servicing insurance of any kind for any other company, agent or

broker, or referring a prospect to another company, agent or broker, without the prior written

approval of Allstate.
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68.  In addition, Allstate announced that all of its 16,000 or so existing employee
agents could participate in the Exclusive Agent program by “converting” to the new R3001
confract and becoming so-called “independent contractors.” Allstate then actively encouraged
them to do so by hyping the supposed advantages of that program. Allstate then “upped the ante”
by evaluating managers on their success in getting employee agents to convert to the Exclusive
Agent program and offered them bonuses based on the number of agents who converted.

69. While Allstate touted the R3001 contract, like the R1500 contract before it, as
affording agents yet more “entrepreneurial freedom,” as well as the capacity for unlimited
earning potential, in truth its only advantage from the agents’ perspective was a modest increase
in commission rates for newly-written policies on certain lines of insurance. These higher rates,
however, were at best sufficient to offset the fact that Exclusive Agents operating under the
R3001 contract did not receive commission compensation in the form of a “production
allowance” and, in the case of the vast number of employee agents in the NOA program,
reimbursement of some of oﬁt—of—pocket expenses from their OEA. Because the R3001 contract
also eliminated all of the benefits to which employee agents were entitled, its net effect was to
dramatically reduce the overall compensation Allstate paid to its agents.

70.  Not only was the increase in commission rates provided for under the R3001
contract far too small to offset the loss of their employee benefits, OEA and production
allowance, that commission rate was not guaranteed, as had been the case under the R830
contract. Further, under the R3001 contract, Allstate retained for itself the absolute discretion to
add, eliminate or alter its terms, or to terminate the agreement “at will” — that is, at any time and
for any reason, or for no reason at all, upon giving at least ninety (90) days notice. In addition,

the R3001 contract did not contain any of the procedural safeguards afforded to employee agents
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under the R830 and R1500 contracts in the event Allstate decided to terminate the Exclusive
Agent.

71. Throughout the 1990’s, Allstate used both inducements and scare tactics in an
attempt to convince employee agents (other than so-called “General Agents” who were generally
not permitted to convert to the Exclusive Agent program or share an office location with an NOA
agent or Exclusive Agent) to sign the R3001 contract, thereby saving Allstate the expense of
continuing to provide the employee benefit package to such agents. Despite these repeated
efforts by Allstate, only about 150 of the 15,000 employee agents (or one-tenth of one percent)
then serving under the R830 and R1500 contracts converted to the Exclusive Agent program
between 1990 and 1993. Later efforts likewise were ineffective to convince most employee
agents to convert voluntarily. Given the value of the benefits package that would be lost and the
long-term income and job security they would be denied upon becoming an Exclusive Agent, the
reluctance to do so was predictable.

72.  Allstate nonetheless did not give up. Between April 1, 1998 and May 31, 1999, it
succeeded in getting 1,460 employee agents to convert to the Exclusive Agency program, of
which about 622 were employed under the R830 contract, with another 295 employee agents, of
which 175 were employed under the R830 contract, electing to leave the service of Allstate by
retiring or quitting. Many of these conversions and retirements were precipitated by the
introduction of its “Agency Standards” as of January 1, 1999, under which NOA agents or
licensed support staff had to be in the office during specified business hours — that is, from 9:00
a.m. to 6:00 p.m. on weekdays and from 9:00 a.m. to 1:00 p.m. on Saturdays. Most solo agents

encountered difficulty complying with these new requirements because, among other things,
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Allstate required them to attend mandatory training sessions and meetings outside of the office
during working hours.
C. ALLSTATE FINALLY RESORTED TO UNLAWFUL MEASURES TO

RID ITSELF OF THE COSTS OF PROVIDING EMPLOYEE BENEFITS

AND TO PURGE ITS RANKS OF OLDER AGENTS

73. By 1999, Alistate had approximately 15,000 “captive” insurance agents in the
United States who principally sold automobile, homeowner and other types of property and
casualty (P&C) insurance on behalf of the company, of which more than 6,300 were still
working as employee agents under the R830 and R1500 contracts. The other 8,900 or so agents
were Exclusive Agents operating under the R3001 contract or “trainees” seeking to become
Exclusive Agents.

74.  Having failed in its decade-long effort to induce its employee agents to surrender
their benefits and protections by converting voluntarily to so-called “exclusive agent independent
contractor” status, Allstate decided that the time had come to achieve its cost-saving objectives
through more coercive measures that were unlawful and otherwise violated the terms of the R830
and R1500 employment contracts. In June 1999, Allstate charged Assistant Vice-President
Barry Hutton to develop a plan to rid the company of employee agents. After convening a team
whose members worked from June to September 1999, Hutton recommended in late-September
that Allstate approve a program under which employee agents would be required to leave the
company unless they converted to the Exclusive Agent program and thereby relinquished their
benefits and protections as employees. This recommendation was discussed at the highest levels

of Allstate’s senior management team and approved by defendant Liddy.
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75.  After approving Hutton’s recommendation, Allstate’s management presented the
specifics of the Mass Termination Program to the Board of Directors on November 9, 1999.
Liddy and Allstate announced the Mass Termination Program with great fanfare the next day.

76.  Under the Mass Termination Program, Allstate told employee agents that it would
be “[t]erminating all remaining R830 and R1500 Agreements and all employee agent related
programs on June 30, 2000” (with the exception of employee agents located in Montana and
New Jersey who, according to Allstate, would be “covered in separate program with different
options available to them”) and “[o]ffering all agents the ability to convert to the R3001S
Exclusive Agency Agreement.” Notwithstanding this representation, Allstate subsequently
decided that employee agents in Montana would be subject to the Mass Termination Program,
and thus would be terminated as of September 30, 2000, while employee agents in West
Virginia, like those in New Jersey could not be terminated — whether en masse or otherwise — as
part of the Mass Termination Program. In addition, it appears Allstate made at least one
exception for an employee agent in Florida.

77.  Of the 6,300 or so employee agents who were subject to the Mass Termination
Program, about 3,200 were employed under the R830 contract as of November 1, 1999, almost
all of whom had converted to the NOA program, while the other 3,100 or so had been hired
under the R1500 -contract as an NOA agent. Allstate additionally provided certain former
employee agents who had previously converted to the R3001 contract with the opportunity to
leave the service of the company by selling their entire book of business, including business
generated as an employee agent under the R830 or R1500 contracts or, alternatively, inducing

them to leave by offering to pay them a severance benefit upon signing a form of release.
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78.  In the case of employee agents working under the R830 and R1500 contracts,
Allstate did not in a single case make an individualized determination that “good cause™ existed
for the termination of any employee agent subject to the Mass Termination Program, as required
by both forms of employment contract and by Allstate’s own policies and procedures. Nor did
Allstate follow the approval procedures mandated under the R830 contract or the review and
appeal process mandated under both contracts. Indeed, implicitly recognizing that “good cause”
could not be shown for its conduct, Allstate exempted from the Mass Termination Program
employee agents in jurisdictions such as West Virginia whose laws require such a showing for
termination of an insurance agent.

79.  In a newsletter announcing its “newly revealed” initiatives, Allstate laid bare its
motivation for terminating the employment status of its R830 and R1500 agents: Allstate’s
“stock performance” was “down more than 20 percent since the beginning of [1999]” and, in the
words of CEO Liddy himself, Wall Street was “look[ing] at the property-casualty companies”
Oand was not “lik[ing] the growth prospects.” According to Liddy, companies like Allstate had
to “scrutinize their expenses more rigorously.” Consistent with this requirement, Allstate
promised its shareholders that the new initiatives would “reduce Allstate’s expenses by some
$600 million annually,” which it expected to “fully realize beginning in 2001.” Allstate also
predicted that such savings would amount to 36 cents per share (on a diluted basis) by the end of
2001.

80.  Allstate later explained that approximately $325 million of these savings would
“come from the field realignment, including the reorganization of the employee agent programs
into the [NEA] Program.” While Allstate misrepresented the savings associated with the Mass

Termination Program as administrative savings resulting from the consolidation of multiple
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agent programs into a single nationwide structure, those supposed administrative savings
represented only a minuscule portion of the total. Even ignoring the fact that Allstate continued
to employ more than 500 agents under the R830 and R1500 contracts in the United States and
Canada subsequent to December 31, 2000, a significant percentage of the projected annual
savings resulted from the elimination of Allstate’s continuing obligation to provide about half of
its agent sales force with an employee benefits package, including contributions to the Pension
and Profit Sharing Plans and various government programs such as Social Security, workers’
compensation and unemployment.

81. While slashing the costs associated with maintaining its vast array of employee
benefit programs was a primary determinative factor underlying Allstate’s decision to institute
the Mass Termination Program, Allstate’s stated desire to “re-energize” its sales force by
weeding out older agents also was determinative. With no new hires entering their ranks since
1990, the average age of employee agents had increased steadily throughout the decade. Trying
to combat this trend during the 1990s, Allstate had approached some of its most senior and
experienced agents and informed them, for example, that the “unmatched” benefits program
provided by the company were not intended to last “forever,” that they were “too old” to comply
with new sales quotas and other guidelines being imposed by the company, and that they
therefore should consider retirement.

82.  Despite these efforts, by October 1999, the average age of an employee agent —
who comprised 23 percent of Allstate’s overall employee workforce — had risen to above 51,
with approximately 90 percent of those agents being 40 years of age or older. Not a single agent
was under the age of thirty. In contrast, the average age of all other Allstate employees was

about 39, a difference of twelve years.
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83.  Allstate and its senior management believed that the Mass Termination Program
would achieve the desired “re-energizing” effect by forcing many older agents — who were
stereotypically viewed as lacking “energy,” “drive,” “initiative” and “entrepreneurial spirit” — to
leave the company, either immediately as part of the Mass Termination Program or thereafter
because of additional the obstacles to continued service that Allstate began to impose in January
1999. Their departures would, Allstate believed, afford the company the opportunity to replace
them with younger hires who Allstate believed would be more “energetic” and “productive.”

84. Shortly after the announcement of the Mass Termination Program, a “home
office” vice president revealed these discriminatory attitudes to a group of employee agents,
stating that Allstate expected to lose about 15 to 20 percent of its employee agents — most of
whom would be “older” agents who supposedly “would not want to learn” its new system and
soon-to-be-implemented computer technologies. In another meeting with employee agents
during roughly the same period, a field vice president warned that “some of you older agents
won’t like what’s coming down the pike,” or words to the effect, and predicted that they would
“probably leave.” At another meeting with agents, one of Allstate’s regional vice presidents
stated that the purpose of the Mass Termination Program was to get rid of agents “who are like
barnacles on the back of the great blue whale that need to be scraped off.” Other agents heard
comments by Allstate managers to the effect that the company was “bringing up a new breed”
and “getting rid of the fossils” and “dead wood.”

85.  Further, during a job interview, the wife of one soon-to-be-terminated employee
agent was told by an Allstate manager that the R3001S contract was not designed to favor older
agents and, because older agents did not “fit in” with Allstate’s newly-announced plans, they

would be “discarded” as part of the Mass Termination Program. It thus comes as no surprise that
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the R3001S contract, “Agency Standards” and the newly-implemented requirements relating to

reimbursement of support staff and rent expenses were specifically designed to create a

relationship that was so unattractive to older employee agents that they would not want to

convert to the Exclusive Agent program and, if they did, for Allstate to get rid of these agents
once they had converted.
86.  In fact, more than forty percent of Allstate’s employee agents left the company as

a result of the Mass Termination Program, virtually all of whom were age 40 and older. To

replace these older agents and to accomplish its objective of creating a younger and more

“cnergized” sales and workforce, Allstate hired hundreds of new employees — virtually all of

whom were under 40 — to fill positions in newly-established sales and customer support roles.

One Allstate manager described these new hires as “young and efficient . . . 22 and 23 year olds,

straight out of college, full of enthusiasm and with a great future.” He stated further that Allstate

was using a “new approach” with respect to these “young folks,” such as allowing them to play
computer games between customers.

D. ALLSTATE EXPLOITED THE FINANCIAL VULNERABILITY OF ITS
EMPLOYEE AGENTS TO COERCE THEM INTO WAIVING THEIR
STATUTORY AND COMMON LAW RIGHTS
87.  Shortly after announcing the Mass Termination Program, Allstate began to

communicate the details of the Program b§I means of scripted presentations and providing

affected employee agents with a box containing extensive written materials. The contents of this

“job-in-a-box” included the “Preparing for the Future” R830 and R1500 Agent Information

Booklet for the Group Reorganization Program, as well as a copy of the Release and certain

information that Allstate was required to disclosed pursuant to the Older Workers Benefits

Protection Act (“OWBPA”).
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88.

The Release was the linchpin of the Mass Termination Program. By its terms, the

Release required employee agents to:

89.

release, waive, and forever discharge Allstate . . . from any and all liability . .
. or claims for relief or remuneration of any kind whatsoever . . . arising out
of, connected with, or related to, my employment and/or the termination of
my employment and my R830 or R1500 Agent Agreement with Allstate, or
my transition to independent contractor status, including, but not limited to . .
. any claim for age or other types of discrimination prohibited under the Age
Discrimination in Employment Act of 1967, . . . the Employee Retirement
Income Security Act. . . or any other federal, state or local law or ordinance
or the common law.

Upon presenting its employee agents with the Release, Allstate pressured them to

sign it and select from one of three mandatory “options,” none of which was subject to

negotiation:

the “Forced Conversion Option,” under which employee agents would be
“allowed” to continue in the service of Allstate as so-called “exclusive agent
independent contractors” by entering into the R3001 contract (which was even
less attractive than the unattractive option that had been available for nearly a
decade under the R3001 contract and which each of them had repeatedly
rejected);

the “Forced Sale Option,” under which employee agents would enter into the
R3001S contract and leave Allstate by selling their entire book of business to a
buyer approved by Allstate — that is, that is, assuming the agent could find a
“qualified” buyer and complete the sale prior to August 1, 2000 (which generally
resulted in sales that were far below market in view of the short window in which

to locate a buyer and the hurdles that Allstate erected for obtaining approval); and

31




: P | [ o
Case 5:15-cv-01017-MAK  Document1 Filed 02/26/15 Page 32 of 50

. the “Forced Severance Option,” under which agents would sign the R3001
contract and leave Allstate in exchange for an “enhanced” severance package
equal to an agent’s commission earnings in 1998, to be paid in monthly
installments over a two-year period.

Alternatively, agents who did not sign the Release would have their employment and agency
relationships with Allstate severed entirely on June 30, 2000, and would receive up to thirteen
weeks of severance pay, depending on years of service, payable in six monthly installments.

90.  Faced with these “choices,” less than two dozen employee agents refused to sign
the Release. Of the overwhelming majority of employee agents who did sign, about 2,600 — or
more than forty (40) percent — eventually left the service of Allstate under the Forced Sale or
Forced Severance Options, rather than continue working without the “unmatched” benefits
package that Allstate had used to lure them into investing their careers and personal financial
resources in the first place and upon which they had relied to provide “financial security” after
retirement. In many cases, Allstate then contacted its policyholders to advise them that their
agent had “retired.”

91. The other 4,000 or so agents continued working for Allstate as “exclusive agent
independent contractors” under the Forced Conversion Option, even though they were told they
would no longer be eligible for Allstate’s employee benefits package.

92.  Allstate’s success in strong-arming and/or inducing through misrepresentations all
but a few of its employee agents into signing the Release and either accepting forced conversion
or separation from the company’s service is not surprising. Those agents had worked as Allstate
employees for at least a decade, during which time Allstate aggressively induced and, in some

cases forced, most of them to spend many thousands of dollars to build a profitable book of
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business on behalf of Allstate. At the same time, Allstate barred them, under threat of
termination, from pursuing any other business opportunity in the remote event they should ever
be terminated. Thus, by November 1999, those agents were left so vulnerable to overreaching by
Allstate and were under such extreme duress that they succumbed by signing the Release, or
allowed themselves to be induced by Allstate’s representations to sign the Release, in the face of
almost certain financial ruin.

1. Employee Agents Who Did Not Sign The Release Stood To Lose Their
Substantial Investments And Careers

93. Since launching the NOA program in 1984, Allstate engaged in an aggressive
campaign to pressure its employee agents to heavily invest their financial resources into building
a book of business, going so far as to monitor the amount each agent invested. Allstate was
strongly motivated to do so. The more money that agents invested in their agencies, the greater
was their capacity to solicit new customers and, hence, to generate additional revenues for
Allstate. At the same time, by setting the formula for calculating the OEA so as to ensure that
generally only a fraction of the actual costs of running a sales office would be reimbursed,
Allstate was able to maximize its profit margin on those revenues while shifting most of the risk
of loss to its employee agents. As Jerry Choate, Allstate’s former President and Chief Executive
Officer, stated in explaining the NOA program, “[w]hen the allowance is depleted, the agents dig
down into their own pockets” — thus sparing Allstate the expense of digging into its own.

94.  Furthermore, Allstate resorted to deception and hyperbole to induce its employee
agents to invest their own money on its behalf by telling them, for example, that “there’s no limit
to your potential income!” and that all agents needed to do to achieve that potential was to hire

more and more support staff, thereby enabling them to sell more policies, telling agents “It’s as

33




\ P | |-
Case 5:15-cv-01017-MAK  Document1  Filed 02/26/1 Page 34 of 50

simple as that!” Allstate further assured its employee agents that there was no need for them to
worry about the escalating expenses needed to generate additional sales, because for every dollar
spent, the company trumpeted that agents would receive “double, triple, quadruple your
investment.”

95.  The expense for which Allstate encouraged its employee agents to make their
greatest investment was support staff. Allstate instructed agents that the best way to increase
new business production was to “free up” their time by hiring more and more support staff who
could take responsibility for servicing existing customers. According to Allstate, the investment
in each staff member could normally be recouped in two years or less. In the case of single-
agent offices, Allstate threatened employee agents participating in the NOA program with
termination unless they hired additional support staff, regardless of whether they could afford to
do so. In addition, to motivate its managers to reinforce the company’s position, Allstate tied the
compensation of its managers to the number of staff members hired by the employee agents who
were under them; the larger the staff, the larger the manager’s bonus.

96.  As aresult of the intense pressure put on them by Allstate, most employee agents
had little choice but to invest tens of thousands of dollars per year from their own pockets and,
by the time Allstate announced the Mass Termination Program in late 1999, had sunk hundreds
of thousands of dollars into developing a book of business, all in the expectation of recouping
such “investments” in the promised form of increased benefits upon retirement. When those
agents did not have sufficient liquid resources to cover these increasing investments, Allstate
pressured them to obtain small business loans, mortgage their homes, and borrow against

retirement and college savings.
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97. At the same time it was encouraging its employee agents to “dig deep into their
own pockets” to expand their book of business, Allstate maintained that agents had no ownership
or transferable interest in that business. Thus, when employee agents left the service of Allstate,
they were unable to recoup their investments of time and money by selling their book of business
or continuing to receive commissions upon the renewal of policies previously sold. Rather,
employee agents had to remain with Allstate until they became eligible for retirement benefits —
a minimum of twenty (20) years and until age fifty-five to qualify for early retirement — in order
to begin to recoup that investment. Accordingly, for the employee agents subject to the Mass
Termination Program, refusal to execute the Release meant the certain loss of the substantial
investment upon which their financial security was based.

98.  Additionally, at the end of 1998, Allstate “upped the ante” by forcing employee
agents to sign an “Acknowledgement of Understanding” under threat of termination. Among
other things, this document required employee agents to limit the expenditures for support staff
and rent to the amount of their OEA or, if they were unable to do so, to either convert to the
Exclusive Agent program or increase the amount of OEA by one or two percentage points, while
agreeing to reduce their commissions by a corresponding percentage. These lower commissions
would then reduce the retirement benefits that employee agents would be entitled to earn
subsequent to January 1, 1999.

2, Allstate Made It Virtually Impossible For Long-Time Employee
Agents To Pursue Their Professions Upon Termination

99.  Not only would employee agents who refused to execute the Release face the loss
of the substantial financial investments they had made in building a book of business, they also

would be left with virtually no means to pursue their chosen profession as insurance agents and,
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given the loss of investments in their agencies, little prospect of finding a new one. The
employee agents found themselves in this unenviable position because the contracts that
governed their relationship with Allstate purported to bar them, under threat of termination, from
developing any independent business, and severely restricted their ability to establish any new
business in the fields of insurance and financial services for at least a year or two after that
relationship ended.

100. Under both the R830 and R1500 contracts, employee agents were required to
“devote [their] entire business time” to the performance of their duties as agents and not to
engage in any other type of employment, profession or business opportunity without Allstate’s
consent. In particular, employee agents were absolutely barred from selling insurance or other
products of any competing company.

101. Employee agents also were inhibited by restrictive covenants “not to compete” in
the event their relationship with Allstate was terminated. Under the R830 contract, employee
agents were barred for a period of two years following such termination from “solicit[ing] or
sell[ing] insurance of any kind” either: (a) to any person or entity to whom they had previously
sold an Allstate policy; or (b) within one mile from any Allstate location from which they had
solicited or sold insurance during the two-year period immediately preceding such termination,
even though the vast majority of employee agents owned or leased their own offices. The
restrictions in the R1500 contract were substantially the same, except that the temporal scope of
those restrictions was limited to one year. In any event, in designing the Agent Transition
Severance Plan from which severance payments would be made to former employee agents who
left the service of the company as part of the Mass Termination Program, Allstate expressly

conditioned the payment of such severance benefits on a new two-year “non-solicitation”
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restriction on soliciting the purchase of products or services in competition with those sold by
Allstate to any person who was a customer of Allstate at the time of termination or whose
identity was discovered as a result of their status as an Allstate agent, as well as a one-year
restriction on soliciting the purchase of such products or services from an office or business site
located within one mile of the former agent’s Allstate sales location.

102. In the course of explaining the options available to them under the Mass
Termination Program, Allstate further instructed its employee agents that it “owned” their
agency telephone numbers — one of an insurance agent’s most valuable business assets — even
though employee agents had been required to pay the installation costs and all monthly bills in
most cases. Allstate also maintained that an agent’s list of customers, including the names and
addresses of such customers, was proprietary to the company and strictly confidential.
According to Allstate, once an employee agent’s relationship with the company ceased, any list
comprising a book of business must be returned and the employee agent was forever prohibited
from using the list for “any purpose,” telling them that it “will treat any attempt by a former
agent to contact former customers (or any person whose identity was discovered as a result of
his/her status as an Allstate Agent . . . in whatever form as solicitation.” Allstate further warned
that it would take “appropriate action” against any employee agent who used information
Allstate deemed confidential or acted in any manner inconsistent with its interpretation of this
“non-solicitation” restriction, including notifying the former agent’s new company and filing a
lawsuit against the former agent and her new company.

103. In spite of the termination of their agency appointments and the substantial

additional restrictions imposed by the Allstate, employee agents remained responsible for
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whatever lease obligations and other financial arrangements that they had entered into in the
expectation of continuing their agency relationship with Allstate.

104. The net effect of the numerous and substantial restrictions that Allstate imposed
upon its employee agents was to leave them with little, if any, prospect for meaningful
employment or self-employment when Allstate terminated their agency appointments and no real
choice other than to sign the Release. For the past decade or longer, they had been denied the
opportunity to sell insurance products on behalf of any competing companies, to earn other
income for retirement, or to gain experience in any other line of work. Were they to attempt to
reestablish themselves in the insurance business, they would have to start literally from “scratch”
and face enormous obstacles as Allstate insisted that they were not permitted to sell insurance
products to former customers, would have to relocate from the offices they themselves leased or
owned and would have to surrender their agency telephone number to Allstate. Any such effort
to build a new business would be made all the more difficult by virtue of the fact that most of
their financial resources were tied up in the investments in their Allstate agencies, investments
that they would never see any part of unless they mitigated such loss by signing the Release and
accepting one of the three options that Allstate had thrust upon them.

3. Allstate Refused to Suspend The Mass Termination Program Despite

the EEOC’s Preliminary Determination that the Release Was
“Unlawful”

105. Faced with the prospect of financial ruin versus signing a document that purported
to waive their statutory and common law rights, a number of employee agents, including many
of the named Plaintiffs, attempted to take a third route by filing charges of age discrimination
and retaliation with the EEOC. After completing an initial review of these charges, the EEOC

informed Allstate, in a letter to CEO Liddy, dated May 2, 2000, of the preliminary determination
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that the Release was “unlawful.” The EEOC further urged Allstate to “suspend[] the waiver
requirement” until it was able to complete its investigation.

106.  Allstate wrote in response on May 15, 2000, that, among other things, signing the
Release does not prevent employee agents “from challenging the validity of the release and
pursuing [a] claim of discrimination.” Allstate thereafter rebuffed the EEOC by letter dated May
30, 2000. Allstate informed the EEOC that it intended to proceed with the implementation of the
Mass Termination Program, including requiring employee agents to execute the Release, despite
the EEOC’s preliminary determination.

107. Upon learning of Allstate’s refusal, the EEOC advised many of the employee
agents filed charge to just go ahead and sign the unlawful and unenforceable Release. Those
employee agents spread the news to other agents. Thus, by the time of the deadline for executing
the Release (which, in most instances, was June 1, 2000), the great majority of employee agents
had become aware of the preliminary determination, Allstate’s decision to flaunt that
determination and the EEOC’s recommendation that they go ahead and sign the unlawful
Release. Accordingly, when they executed the Release, these agents were not only operating
under extreme economic duress but also in the belief that the Release was unlawful and, hence,
that they were not, in fact, waiving any rights.

108.  Subsequently, the EEOC issued Letters of Determination dated as of September
19, 2000, affirming its preliminary determination and concluding that Allstate had acted in
violation of the ADEA, the Civil Rights Act of 1964, and the Americans with Disabilities Act of
1990 by expressly conditioning the right of employee agents to convert to so-called “independent
contractor” status — and thereby recoup at least a portion of the investments that they had made at

the behest of Allstate — on the execution of the Release. Characterizing Allstate’s actions as -
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“threats, coercion, and intimidation,” the EEOC concluded that refusal to execute the Release
constitutes protected activity within the meaning of those federal statutes, and that the Release
itself was invalid and unenforceable.

E. ALLSTATE’S EXPLANATION THAT THE MASS TERMINATION
PROGRAM WAS INTENDED TO INCREASE “ENTREPRENEURIAL
FREEDOM?” IS FALSE AND PRETEXTUAL
109. Allstate assured its soon-to-be-terminated R830 and R1500 agents that the Forced

Conversion Option was in their interest because it would afford them “entrepreneurial freedom.”

It also promised that the R3001 contract would allow them to make more money and afford them

freedom from the pervasive control exercised over them as employees, including relieving them

of the obligation to attend meetings which had been mandatory for employee agents.

110.  Allstate knew better. Under the R3001S contract that agents were required to sign
as part of the Mass Termination Program, Allstate retained the right to restrict “entrepreneurial
freedom” in the same manner as it had prior to the Mass Termination Program and to control
nearly every aspect of the manner and means through which agents solicit, market and sell
insurance products and other services on Allstate’s behalf.

111. Moreover, since the Mass Termination Program was announced on November 10,
1999, Allstate has, in fact, exercised at least as much control over agents who converted to so-
called “independent contractor” status under the R3001S contract as it did when those agents
enjoyed employee status under their R830 and R1500 contracts. Further, even though the
R3001S contract states that agents “will have full control of [their] time and the right to exercise
independent judgment as to the time, place, and manner of performing [their] duties,” Allstate
compels agents, under threat of termination, to comport with myriad requirements pertaining to

the day-to-day operation of their agencies.
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112.  Thus, the promise of greater “entreprencurial freedom” was false. It was made to
try to hide the true purposes of the Mass Termination Program: to eliminate accrual and
payment of retirement and other benefits to employee agents, to weed out older employee agents,
and to eliminate the contractual restrictions contained in the R830 and R1500 contracts on
Allstate’s discretion to terminate agents and alter the terms and conditions of their work.

F. ALLSTATE HAS HIRED THOUSANDS OF YOUNGER EMPLOYEES

AND EXCLUSIVE AGENTS SINCE IMPLEMENTING THE MASS

TERMINATION PROGRAM

113. Since 2000, Allstate has replaced employee agents who left the service of the
company with thousands of younger individuals, the majority of who are under the age of 40.
These individuals, including newly-hired Exclusive Agents, have filled sales and customer
service positions for which the terminated agents were amply qualified. In addition to the fact
Allstate did not provide pension, medical and other benefits to newly-hired Exclusive Agents,
the cost of providing employee benefits to newly-hired employees was far less than it would
have been had a corresponding number of employee agents been hired as employees to staff
newly-established regional call centers that solicit insurance and other products via “1-800-

ALLSTATE” and the Internet.

G. ALLSTATE UNLAWFULLY REFUSED TO REEMPLOY TERMINATED
EMPLOYEE AGENTS

114. Under the Pension Plan, any employee agent who is rehired by Allstate within
twelve (12) months of termination is entitled to receive credit for all previous service as an
Allstate employee and for the period of “broken” service, as if he or she had never left the

employ of the company.
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115. Ordinarily, Allstate did not limit the rehiring of employees unless they were fired
for poor performance or misconduct. However, in order to ensure that employee agents would
not be able to frustrate the company’s cost-saving objectives by taking advantage of the re-
employment provisions in the Pension Plan (and its other retirement plans), Allstate adopted a
policy under which it refused to reemploy employee agents terminated as part of Mass
Termination Program for a period of at least one year. Allstate maintains this moratorium was
not implemented until September 26, 2000 — that is, more than three months after the deadline it
set for employee agents to sign the Release.

116. In accordance with this policy, Allstate unlawfully denied employment to a
number of employee agents who had applied for sales, customer service, claims adjustor,
security and other employee positions with Allstate during the period that the moratorium was in
effect. Moreover, having learned of the rehire policy, a great many other former employee
agents were deterred from applying for these employee positions because they knew that any
such application would have been futile.

117. Absent the moratorium, many forrher employee agents would have applied for
employment positions with Allstate once their R830 and R1500 contracts had been terminated.
In fact, during the year-long period in which the moratorium was in effect, Allstate hired
upwards of 1,000 individuals to fill sales, customer service and claims adjustor positions for
which its former employee agents were eminently qualified.

118. As noted above, the individuals Allstate hired to staff these regional call centers
were generally much younger than the employee agents subjected to the Mass Termination
Program and the cost of providing benefits to these newly hired employees is far less than it

would have been for a corresponding number of former employee agents. Accordingly, through
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the implementation of this discriminatory and retaliatory policy, Allstate was able to serve its
twin objectives of cutting employee costs and reducing the average age of its work force.

H. ALLSTATE’S UNLAWFUL CONDUCT HAS HAD A DEVASTATING
IMPACT ON ITS FORMER EMPLOYEE AGENTS

119. The effect of the Mass Termination Program upon former employee agents has
been devastating. As a result of the severance of their employment contracts and the denial of
their employee benefits, former employee agents have experienced a dramatic and sudden
decline in their income that, in many cases, has forced them to further deplete what remains of
their life savings, to sell or mortgage their homes and even to declare personal bankruptcy.

120. As a result of the extreme economic hardship occasioned by the Mass
Termination Program, many former employee agents, including many of the named Plaintiffs,
have suffered from emotional distress, including anxiety, depression and loss of self worth.
Indeed, in a number of cases the emotional toll on these agents has been so severe that they have
required psychiatric counseling and anti-depressant drugs and, on occasion, even hospitalization.
A number of taken their own lives.

L. ALLSTATE CONTINUES TO UNDERTAKE EFFORTS TO RID ITSELF
OF REMAINING FORMER EMPLOYEE AGENTS

121.  Since 2000, Allstate has taken steps to rid itself of most of the remaining former
employee agents who signed the Release and continued in the company’s service as “exclusive
agent independent contractors™ under the Forced Conversion Option. In fact, having swept aside
the statutory protections afforded to them as employees and the procedural and other protections
afforded under the express and implied terms of R830 and R1500 contracts, Allstate has singled
out hundreds of former employee agents for termination, thereby leaving them with no option

but to attempt to recoup their investments of time and money by attempting to sell their books of
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business, in many instances at a significant discount due to the fact that there may be only a

single “qualified” purchaser.

CLASS ACTION ALLEGATIONS
A. ALLEGATIONS RELATING TO ALL PLAINTIFFS AND CLASS MEMBERS

122.  With respect to the claims set forth in COUNTS I, II and VII of this Complaint,
Plaintiffs bring this action as a class action pursuant to Rule 23(b)(1)(A) and (B), (b)(2) and/or
(b)(3) of the Federal Rules of Civil Procedure on behalf of themselves and the presently
ascertainable class comprised of all persons employed by Allstate as insurance agents pursuant to
a R830 or R1500 contract whose employment contract was terminated by Allstate between
November 10, 1999 and December 31, 2000, as a result of the Mass Termination Program
(collectively, the “class”). Plaintiffs’ claims warrant the creation of the class because the
requirements of Rule 23(a) and (b) are present in COUNTS I, Il and VIL

123. Numerosity. The number of individuals in the class is approximately 6,300. It
would be impracticable to bring all, or even a substantial percentage of, such individuals before
the Court as individual Plaintiffs through joinder.

124. Typicality. The claims of each of the named Plaintiffs are typical of the claims of
all members of the class because, among other reasons: (a) they all challenge the validity of an
identical release purporting to waive their statutory and common law rights; (b) the employment
contract of each of them was terminated as a result of a single company-wide directive made at
the most senior level of Allstate management; (c) they all assert claims based upon allegations
that such directive was made substantially for the purpose of denying them benefits to which
they were or might have become entitled under the Plans; and (d) they all assert claims based

upon allegations that such directive betrayed a relationship of a “special confidence” that existed
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between them and Allstate and, hence, violated Allstate’s fiduciary duty to act in good faith and
with due regard to their interests.

125. Adequacy of Representation. The named Plaintiffs, or any of them, are adequate

representatives of the class because: (a) they are willing and able to represent the proposed class
and have every incentive to pursue this action to a successful conclusion; (b) their interests are
not in any way antagonistic to those of absent members of the Class; and (c) they have engaged
counsel experienced in litigating major class actions in the field of employment and other
complex commercial litigation.

126. Commonality and Predominance. There are numerous questions of law and fact

common to all Plaintiffs and class members, that predominate over any individual questions,
including: (a) whether the Release is invalid and unenforceable, including what level of
deference should be given to the EEOC’s determination that it is; (b) whether a major purpose of
Allstate’s directive terminating their employment contracts was to interfere with the attainment
of benefits to which the members of the class were or might have become entitled under the
Plans; (c) whether a major purpose of Allstate’s decision to create a one-year moratorium on
rehiring the employee agents was to interfere with the attainment of benefits to which the
members of the class were or might have become entitled under the Plans; (d) whether, by virtue
of the relationship between them, Plaintiffs and class members reposed a “special confidence” in
Allstate which, in turn, gave rise to certain fiduciary duties on the part of Allstate to act in good
faith and with due regard to their interests; and (e) whether Allstate’s directive terminating the
employment contracts of all Plaintiff and class members violated those fiduciary duties.

127. Propriety Of Class Certification Under Rule 23(b)(1)(A) and (B). Class

certification for COUNTS I and II is appropriate under Rule 23(b)(1)(A) and (B). As set forth
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above, COUNTS I and II present numerous common issues. A substantial number of separate
actions almost certainly would be brought against the defendants in the absence of a class action.
The design and implementation of the Mass Termination Program, including the requirement of
signing the Release, were uniform with regard to all Plaintiffs and class members. Accordingly,
Plaintiffs have sought broad declaratory and injunctive relief which would affect the entire class.
If Plaintiffs were independently to bring suits against the defendants, and if courts were to grant
relief in some actions and not in others, any conflicting declaratory and injunctive relief could
make Allstate's compliance impossible. Moreover, inconsistent judgments regarding Allstate’s
conduct and remedial relief would affect the interests of all Plaintiffs and class members,
because: (a) they all were required to sign the Release to continue their agency relationship with
Allstate or receive a form of enhanced severance benefits; (b) they all had their employment
contracts terminated under the Mass Termination Program; (c) they were all participants in,
beneficiaries of and/or covered by the Plans, and (d) the rights of all of the Plaintiffs and class
members to benefits under the Plans were affected by Allstate's conduct and the Mass
Termination Program. Consequently, any inconsistent judgments would result in prejudice to
absent Plaintiffs unable to protect their interests.

128. Propriety Of Class Certification Under Rule 23(b)}(2). Class certification is

appropriate for COUNTS I and II under Rule 23(b)(2) because Allstate has acted and/or refused
to act on grounds generally applicable to the class, thereby making declaratory and final
injunctive relief appropriate. Such generally applicable grounds consist of Allstate’s conduct in:
(a) conditioning the right of all Plaintiffs and class members to pursue their careers and
livelihoods and to preserve their investments on their executing an invalid and unenforceable

release of their statutory and common law rights; and (b) terminating the employment contracts
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of all Plaintiffs and class members for purposes of interfering with their attainment of benefits to
which they were or might have become entitled under the Plans.

129. Propriety Of Class Certification Under Rule 23(b)(3). Class certification is also

appropriate for COUNTS II and VII of this Complaint under Rule 23(b)(3). As set forth above,
questions of law and fact common to the class predominate over questions affecting only
individual members. Moreover, a class action is superior to other available methods for the fair
and efficient adjudication of this litigation. Inasmuch as all members of the class allege
violations of ERISA Section 510 and that Allstate breached a fiduciary duty arising out of the
“special confidence” employee agents had placed in Allstate, requiring each Plaintiff and class
member to pursue his or her claim individually would entail needless duplication, would waste
the resources of the parties and the Court, and would risk inconsistent adjudications.
B. ALLEGATIONS RELATING TO MEMBERS OF EACH SUBCLASS

130.  As set forth below, in addition to seeking certification of a class, Plaintiffs seek
certification of three subclasses for which certification is warranted because each subclass
satisfies the threshold requirements of Rule 23(a) and (b).

The R830 and R1500 Agent Subclasses

131.  With respect to the claims for breach of contract set forth in COUNTS V and VI
of this Complaint, Plaintiffs Doyle, Lee, Miller, E. Weller, Denlinger, Spedding, Wolfe,
McCarrel, Singer, Franck, Archer, Wagner, Trimborn, Rebb, Shover, Juckniewitz, Steckel,
Haggerty, and Cherup seek certification of the following presently ascertainable subclass (the
“R830 subclass™) pursuant to Rule 23(c)(4):

All persons employed by Allstate as insurance agents pursuant to an R830
contract whose employment contract was terminated by Allstate between
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November 10, 1999 and December 31, 2000, as a result of the Mass
Termination Program.

132.  With respect to the claims for breach of contract set forth in COUNTS V and VI,
Plaintiffs McLaughlin, Litchy I, Litchy II, Cotton, Digiulio, Sigler, Quairoli, O'Hara, R. Weller,
Long, Rosati seek certification of the following presently ascertainable subclass (the “R1500
subclass™) pursuant to Rule 23(b)(4):

All persons employed by Allstate as insurance agents pursuant to an
R1500 contract whose employment contract was terminated by Allstate
between November 10, 1999 and December 31, 2000, as a result of the
Mass Termination Program.

133. Numerosity. The number of individuals in the R830 and R1500 subclasses is
approximately 3,200 and 3,100 respectively. With respect to both subclasses, it would be
impracticable to bring all, or even a substantial percentage of, such individuals before the Court
as individual Plaintiffs through joinder.

134. Typicality. The claims of the named R830 and R1500 Plaintiffs are typical of the
claims of the R830 and R1500 subclasses because, among other reasons: (a) the relationship
between the named R830 and R1500 Plaintiffs and the R830 and R1500 subclasses they seek to
represent were governed by the same forms of R830 and R1500 contract; and (b) the named
R830 and R1500 Plaintiffs and the R830 and R1500 subclasses they seek to represent all allege
that Allstate breached its express and/or implied obligations under the R830 and R1500 contracts
by terminating them without “good cause,” and without affording them a reasonable period to

make good on their continuing investments.

135. Adequacy of Representation. The named R830 and R1500 Plaintiffs are adequate

representatives of the R830 and R1500 subclasses, respectively, because: (a) they are willing

and able to represent the proposed subclasses and have every incentive to pursue this action to a
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successful conclusion; (b) their interests are not in any way antagonistic to those of the other
subclass members; and (c) they have retained counsel experienced in litigating major class
actions in the field of employment and other complex commercial litigation.

136. Commonality and Predominance. There are numerous questions of law and fact

common to the R830 and R1500 subclasses that predominate over any individual questions
including: (a) whether Allstate was obligated under the R830 and R1500 contract not to
terminate their employment without “good cause”; (b) whether Allstate terminated them without
“good cause”; (c) whether Allstate followed its rules, regulations and procedures in terminating
their employment; and (d) whether, by virtue of their continuing investments and other ties to
Allstate arising out of their contractual relationship with Allstate, Allstate was obligated under
the R830 and R1500 contracts not to terminate them and threaten to confiscate their investments
without affording them a reasonable period to make good on those investments.

137. Propriety of Class Certification Under Rule 23(b)(3). Class certification for

COUNTS V and VI is appropriate under Rule 23(b)(3). As set forth above, questions of law and
fact common to the R830 and R1500 subclasses predominate over questions affecting only
individual members. Moreover, a class action is superior to other available methods for the fair
and efficient adjudication of this litigation. Inasmuch as all members of each of the subclasses
allege that they were subjected to the same wrongful decision to terminate their employment in
breach of the R830 and R1500 contracts, requiring each member of the R830 and R1500
subclasses to pursue his or her claim individually would entail needless duplication, would waste

the resources of both the parties and the Court, and would risk inconsistent adjudications.
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C. ALLEGATIONS RELATING TO MEMBERS OF THE COLLECTIVE ACTION

138.  With respect to their claims for age discrimination and retaliation in violation of
the ADEA, all named Plaintiffs seek certification of COUNT IV of the following presently
ascertainable subclass (the “ADEA subclass”) pursuant to 29 U.S.C. §216(b) (which is
incorporated into the ADEA by reference):

All persons employed by Allstate as insurance agents pursuant to an R830
or R1500 contract whose employment contract was terminated by Allstate
between November 10, 1999 and December 31, 2000, as a result of the
Mass Termination Program, who were age forty and over as of the date of
their termination and who file a consent to join this action with the Court.

139. Plaintiffs’ claims under the ADEA warrant the creation of a collective action
because the named Plaintiffs who were age forty (40) and over at the time of the termination of
their employment are similarly situated to the class of persons they seek to represent in this
collective action. All had positions as employee agents of Allstate and were terminated as a
result of a single discriminatory program designed and implemented at the highest levels of
Allstate’s management, and all are seeking the same relief. Some of the ADEA collective action
members, including one of the Plaintiffs, also have a claim that Allstate retaliated against them in
violation of the ADEA by terminating their employment because they refused to sign the
Release.

CLAIMS

COUNT 1

DECLARATORY JUDGMENT: INVALIDITY OF THE RELEASE
UNDER ERISA, THE ADEA AND COMMON LAW

(On Behalf Of All Plaintiffs And The Class Against Allstate)
140. Plaintiffs restate and reallege the allegations contained in paragraphs 1 to 146 of

this Complaint as though set forth here in full.
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