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

Alexandria Division 

PAUL SHAO,  ) 
) 

Plaintiff, ) Civil Action No. 1:21-cv-00482 
) 

v. ) 
) 

ALLSTATE INSURANCE COMPANY, ) 
) 

Defendant.  ) 

DEFENDANT ALLSTATE INSURANCE COMPANY’S 
ANSWER AND AFFIRMATIVE DEFENSES 

Defendant Allstate Insurance Company (“Allstate” or “Defendant”), by and through the 

undersigned counsel, hereby submits its Answer and Affirmative Defenses to Plaintiff’s 

Complaint and Request for Trial by Jury (“Complaint”)1 as follows: 

PREFATORY ALLEGATIONS 

COMPLAINT ¶1:

Plaintiff Paul Shao (“Shao”) is an individual residing in Fairfax County at 9233 Lee 
Masey Drive, Lorton, Virginia 22079. He owned until recently an Allstate agency in Springfield, 
Fairfax County since August 1, 2015. His Allstate agency was terminated by Allstate as of 
September 1, 20210 [sic]. 

ANSWER:

Allstate admits that Plaintiff Paul Shao (“Shao”) resides at 9233 Lee Masey Drive, 

Lorton, Virginia 22079. Allstate also admits that it entered into an Allstate R3100 Exclusive 

Agency Agreement (“EA Agreement”) with Shao, which allowed Shao to, among other things, 

become an Allstate Exclusive Agent (“EA”), receive Allstate confidential information, sell 

1 Defendant includes the headings and paragraph allegations presented in the Complaint for 
organizational purposes but does not admit or adopt these allegations except as expressly noted.  
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Allstate insurance products and services through his Allstate Exclusive Agency, and receive 

commissions for the sale of Allstate products and services. Allstate further admits that Shao 

operated his Allstate Exclusive Agency in Springfield, Fairfax County, Virginia and Allstate 

terminated the EA Agreement. Allstate denies all remaining allegations contained in Paragraph 1 

of the Complaint. 

COMPLAINT ¶2:

Defendant Allstate Insurance Company (“Allstate”) is an Illinois corporation with a place 
of business located at 1745 Loch Haven Drive, Roanoke, Virginia 24019. 

ANSWER:

Allstate admits that it is an Illinois corporation, and further admits that it maintains a 

principal place of business at 2775 Sanders Road, Northbrook, Illinois 60062. Allstate admits 

that it maintains an office at 1745 Loch Haven Drive, Roanoke, Virginia 24019, but denies that 

this office is its principal place of business. 

COMPLAINT ¶3:

Allstate is referred to herein as “Allstate”. 

ANSWER:

There are no factual allegations against Allstate in Paragraph 3 of the Complaint to which 

Allstate is required to respond. 

Background 

COMPLAINT ¶4:

Allstate is in the business of selling insurance products, along with related services, to 
consumers throughout the United States, including the Commonwealth of Virginia. 

ANSWER:

Allstate admits that it is one of the nation’s leading providers of insurance and financial 

products and services to individuals and businesses. Allstate admits that it provides automobile 
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insurance, property and casualty insurance, and other insurance products and services to 

individuals and businesses throughout the United States, including individuals and businesses in 

Virginia. 

COMPLAINT ¶5:

Toni Shaner (“Ms. Shaner”), as an Allstate sales leader and recruiter and employee of 
Allstate, had attempted to recruit Plaintiff in April 2015 so that she could receive a recruiter 
commission, emphasizing the Trusted Advisor program as the future of Allstate. Plaintiff had 
been a 20-year Nationwide Insurance agent from 1991 to 2011 with a proven sales record of 
building from scratch up to $2.6 million premiums in his first four years with Nationwide 
Insurance company and of attaining the Chairman Conference in 1994. Shao was given the offer 
of purchasing a small agency of less than $1.5 million of book value with 50-100 thousand 
dollars down and a loan of the balance from Allstate. Shao was then 68 years old and had 
expressed some reservation as to his ability to survive as an agent-owner with Allstate. Ms. 
Shaner assured Shao that, if he could perform well in the first year, it should be easy-going for 
him down the road. She further assured Shao that Allstate would buy back the insurance book 
from him at the multiplier of 1.5 (the function of which will be explained later) in calculation of 
the value of the book so that Shao would not have lost all he had invested, if his agency were to 
be terminated. 

ANSWER:

Allstate admits that Toni Shaner is a Sales Leader and Recruiter for Allstate. Allstate 

lacks knowledge or information sufficient to form a belief about the truth of the remaining 

allegations contained in Paragraph 5, and denies them on that basis. 

COMPLAINT ¶6:

The standard way of calculating the value (thus the price) of an Allstate agency is as 
follows: total annual premium received x 10% (commission Allstate pays to agent) x a multiplier 
in the range of 2 to 2.5, which is determined by the retention, the loss ratio and ability to sell life 
insurance, etc. For example, an agency of $1 million annual premium with mediocre 
performance may be valued at: $1,000,000 x .1 (commission) x 2 (multiplier) = $200,000. Shao 
purchased an agency from the former owner, Brent Elliot (“Mr. Elliot”) of Washington 
Associates, Inc., having a book of $1.8 million, a portion of which consisting $1,445,906 
(consisting of $1,413,697 personal lines and $32,209 commercial lines) was sold to Shao for the 
price of $339,767.91 (= $1,445,906 x .1 x 2.35), which was paid with a loan of $250,000 from 
Allstate and $89,787.91 down payment from Plaintiff. In addition, Allstate also served as the 
settlement agent for the transaction between Shao and Mr. Elliot on August 4, 2015. Mr. Elliot 
produced a total of 68 personal lines policies in the 12 months prior to the settlement date of 8-1-
2015. This fact eased Shao’s mind in the sense that he felt he could have done as Mr. Elliot did, 
if Shao’s old age hindered him from carrying on the business for very long. 
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ANSWER:

Allstate denies that a “standard way of calculating the value (thus the price) of an Allstate 

agency” exists, and denies that it “served as the settlement agent for the transaction between 

Shao and Mr. Elliot on August 4, 2015.” Allstate lacks knowledge or information sufficient to 

admit or deny any of the remaining allegations contained in Paragraph 6, and denies them on that 

basis. 

COMPLAINT ¶7:

Four months after joining Allstate, Ms. Shaner and Shao had Christmas dinner at Asian 
Grill restaurant in West Springfield. She informed Plaintiff that he did well and encouraged him 
to achieve Honor Ring in the year 2016 to receive a substantial bonus and to enable him to 
purchase a second agency, just as she said, after reviewing plaintiffs business proposal, in her 6-
30-2015 email, which stated “I am glad to hear that you have outlined the activities to exceed 
Tier I goals each month. Successful implementation will help you grow your business and 
prepare for your second location.” Shao did achieve Honor Ring in 2016 and received over a 
twenty-thousand-dollar bonus in 2017. However, what lay ahead was not prosperity but 
nightmare. 

ANSWER:

Allstate lacks knowledge or information sufficient to admit or deny the allegations 

contained in Paragraph 7, and denies them on that basis. 

COMPLAINT ¶8:

However, Allstate was planning in 2015-16 to abandon the Trusted Advisor program, 
which Shao was recruited for in 2015. Allstate employed Glenn Shapiro (“Mr. Shapiro”) from 
Liberty Mutual Insurance to become the executive vice president in April 2016 and subsequently 
replaced Mathew Winter as the president of Allstate personal lines insurance in March 2018. In 
January 2019 Mr. Shapiro, who oversaw the entirety of the operations of Allstate personal lines, 
had implemented in place of the Trusted Advisor program the so-called Transformative Growth 
program, which meant a sales quota for each agency, mandatory Integrated Services (Allstate 
taking over the service of agent’s book with a 2% of commission charge to agents) for new agent 
or new location of an existing agent after November 2019. Mr. Shapiro also later that year 
announced the reduction of renewed commission of personal lines from 10% to 9%, to be 
realized in January 2020. The impact of Transformative Growth program has been dramatic. The 
value of Allstate agencies has plummeted 20% due to the reduction of commission from 10% to 
9%, and agency-buyer’s reluctance to pay 2% of commission, (which would reduce agent 
commission from 9% to 7%, as 2% goes to Allstate for servicing policies of an agency), for the 
Integrated Services of 2% were forced upon new agency-buyer by Allstate. 
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ANSWER:

Allstate admits that Glenn Shapiro joined Allstate in March 2016 as Executive Vice 

President of Claims, became President of Allstate Personal Lines in January 2018, and in January 

2020, became President of Allstate Personal Insurance, Esurance, Encompass, and Answer 

Financial. Allstate admits that certain changes were made to the relationship and program 

between Allstate and its Independent Contractor Exclusive Agents in 2019 and 2020, however, 

Allstate denies that Shao has accurately stated those changes and denies the remaining 

allegations contained in Paragraph 8 of the Complaint. 

COMPLAINT ¶9:

In 2017 Plaintiff had a new supervisor Ann Smith (“Ms. Smith”), who liked to play the 
role of a recruiter of new agents so that she could receive a commission of up to $10,000 — 
Allstate had just raised the referral fee commission from $5,000 to $10,000 in 2017. She had 
suggested since 5-2017 to Shao to sell his agency and formally wrote an email to Shao on 10-6-
2017, stating, “Paul, would you consider selling in January if there was a solid buyer ready?” 
Shao replied the same day, saying firmly, “Ann, I shall stay on with Allstate for at least another 
two years.” It was a clear statement, which expressed Shao’s intention to stay with Allstate until 
at least October 6, 2019 and, yet, on 12/13/ 2018 Ms. Smith pressed the issue of selling his 
agency by recommending a “highly qualified candidate” of agency-buyer, Maurice Springer 
(“Mr. Springer”), for Shao to meet. Ms. Smith, Mr. Springer, and Shao met in Shao’s office in 
the afternoon of 1-4-2019. Customarily, a buyer will receive at the first meeting a copy of the 
business metrics, which details the size of the book, retention, and loss ratio. However, Ms. 
Smith in the meeting sent to Mr. Springer and his banker Ed Lull all his four years financial 
statements without receiving a signed letter of intent, a down payment, and a prequalification 
from Mr. Springer. She also presented the statement of termination payment of Shao’s agency 
and described in the presence of Mr. Springer to Shao in a lurid manner how Allstate could 
reduce in various ways the payments to the terminated agent to leave him penniless. Mr. 
Springer acted as though he had already been the owner of Shao’s agency and inspected the 
office in exceptional detail to the point of suggesting changes of the layout of the office. Shao’s 
assistant Maggie Linxia Wang (“Ms. Wang”) sensed something was wrong. She felt insecure and 
resigned from her employment. She left the agency at the end of January 2019. 

ANSWER:

Allstate denies that Ann Smith was Shao’s “supervisor.” Allstate lacks knowledge or 

information sufficient to admit or deny the remaining allegations contained in Paragraph 9, and 

denies them on that basis. 
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COMPLAINT ¶10:

Shao spent 5 months coaching Ms. Wang at the start of his agency in 2015 for her to 
obtain a Property and Casualty license and took her around his community to get to know his old 
customers. She was a very capable agent and was able to run his agency starting early-2016. At 
the end of 2017, Shao was diagnosed with sleep apnea, which meant feeling tired during the 
daytime, even after a full night of sleep. The loss of Ms. Wang meant that Shao would not be 
able to grow his agency, since Shao lacked the energy to train another assistant to help Shao run 
it. At the time (11-2018) Shao’s book of premium was $1,530,114, which was $116,417 more 
than the book of $1,413,697 he purchased in 8-2015. Usually, an agency loses 10% of the 
premium due to normal drops of policies. Accordingly, ordinarily first year would be reduced to 
$1,272,327, the second $1,145,094 and the third $1,030,585 with a total reduction of $499,528 in 
three years. Therefore, Shao had a “growth ($499,528 + $116,417 = $615,945)” of 43.5% 
(=$615,945/$1,413,697x100; average 14.5% per year) in the three years from 2015 to 2018. This 
bad faith act of bringing Shao a buyer by Ms. Smith resulted in the resignation of Ms. Wang and 
thus put his agency on the road to decline. 

ANSWER:

Allstate denies that any act or omission by Allstate or any agent, employee, contractor or 

affiliate of Allstate has ever caused harm to Shao.  Allstate further denies that any agent, 

contractor or affiliate of Allstate has acted in bad faith with respect to Shao.  Allstate lacks 

knowledge or information sufficient to admit or deny the remaining allegations contained in 

Paragraph 10, and denies them on that basis. 

COMPLAINT ¶11:

In that same month (1-2019) Allstate announced a termination program called “Agency 
Business Objectives (ABO),” which would start 4-1-2019 and stipulated two points, 1. 
“Minimum production goals will increase from four to six standard items per month (excludes 
add items)” and 2. “The threshold for not achieving minimal guidelines will decrease from 10 to 
eight months”. It also mentioned that this ABO program had been launched since 1-1-2013. The 
fact of the matter is, according to agents and ex-agents in the Facebook platform All Agents 
Page, which has a membership of 2,500, this program was put in place in 2013 but had never 
been executed. However, it was meticulously executed this time in 2019 and hundreds of agents 
had been ABOed since 4-2019. And Shao was one of those being ABOed. Once ABOed, Allstate 
would, if an agency were terminated, pay the agency owner what is called a Termination 
Payment (TPP), which it is contractually obligated to pay, and which would utilize a multiplier, 
explained above in paragraph 6. For TPP, Allstate would use a much lower multiplier of 1.5 vs. 
2.35, the multiplier used when Shao purchased the book. 

Case 1:21-cv-00482-AJT-TCB   Document 3   Filed 04/26/21   Page 6 of 18 PageID# 35



7 
69943092v.1 

ANSWER:

Allstate admits that there is a program titled “Agency Business Objectives” but denies 

that Shao has accurately stated or characterized the program. Allstate admits that it pays post-

termination payments to some of its former EAs under certain circumstances and in accordance 

with the contract between the former EAs and Allstate, and that these payments are referred to as 

“TPP.” Allstate lacks knowledge or information sufficient to admit or deny whether an “All 

Agents Page” exists on Facebook, and thus denies that allegation. Allstate denies the remaining 

allegations contained in Paragraph 11 of the Complaint. 

COMPLAINT ¶12:

Around 2-20-2020, Ms. Smith delivered to Shao a Termination letter, dated 2-10-20, 
signed by her supervisor, Ms. Jennifer Frusco (“Ms. Frusco”). She explained to Shao the content 
of the letter, informing Shao that he would be terminated on 5-30-2020. She showed Shao, on the 
Allstate computer platform Gateway, the spreadsheet of TPP Summary, which showed the TPP 
amount he would receive from Allstate after the date of termination. She said she would send a 
copy of a 5-30¬2020 statement. When Shao looked at the spreadsheet, he found one problem: at 
the time Shao’s book was of the size $1,418,679 and, under the new formula, he should have 
received 1.5 x .09 x $1,418,679 = $191,521 from Allstate. But a premium sum of $414,028 was 
excluded from $1,418,679 to be used to calculate the payment figure. Thus, only $1,004,651 had 
been used for the calculation of the TPP payment, which resulted in the payment figure of 
$135,487. Shao asked Ms. Smith for an explanation but she never provide an answer. He 
requested a written explanation from her, but she never provided it. 

ANSWER:

Allstate admits that it originally terminated Shao’s EA Agreement effective May 30, 

2020. Allstate lacks knowledge or information sufficient to admit or deny the remaining 

allegations contained in Paragraph 12, and denies them on that basis. 

COMPLAINT ¶13:

On or around 3-23-2020 Shao called Ms. Smith, asking whether the termination could be 
postponed for two months due to the sudden outbreak of Covid-19, which inspired fear and 
horror to Shao, who was at the vulnerable age of 73, from all the rumors and news about the 
disease at that time. She said that, just that morning, words from the central administration at 
Allstate’s Chicago headquarters was that no postponement for termination would be granted. 
With deep fear and horror in his heart Shao wrote on 5-25-2020 to Allstate CEO, Tom Wilson 
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(“Mr. Wilson”), saying, “The oozing of the milk of human kindness during this crisis of the out 
bursting of Covid-19 is remarkable [...J. I wonder whether Allstate would extend the deadline 
day of termination two more months for agents who had received the notice this year.” Shao 
received no reply from Mr. Wilson. However, Ms. Smith told Shao that, if he had a legitimate 
buyer for his agency, he could have a three-month extension. Shao started talking to friends 
about the sale of his agency. A friend of his, Catherine Lee (“Ms. Lee”), expressed an interest 
and submitted on 4-29-2020 a signed letter of intent. She went through an extensive vetting 
procedure of Allstate by submitting bank account statements, consenting to background check, 
etc. Shao, terrified by the unknown disease of Covid-19, wrote on 5-4-2020 to Mr. Wilson again, 
begging for an extension, based on the fact that he had found a legitimate buyer. As a result of 
this letter, he finally received his extension notice from Ms. Frusco on 5-15-2020 to have a new 
termination day of 8-31-2020. 

ANSWER:

Allstate lacks knowledge or information sufficient to admit or deny the allegations 

contained in Paragraph 13, and denies them on that basis. 

COMPLAINT ¶14:

Ms. Lee, however, did not move ahead with the purchase, because she was unhappy at 
the way she had been vetted. Another outside buyer, Amy Ho, was also unable to qualify to 
purchase the agency. Around early July, Shao approached an Allstate agency owner, Ahmed 
Taha (“Mr. Taha”), whose office was about 3 miles from his office, to see whether he would be 
interested in acquiring his book of business. He told Shao that he was interested but was not 
permitted by Allstate to make the acquisition. His supervisor was Ms. Shaner. Shao realized that 
he was at the end of the road to acquire a buyer for his agency. 

ANSWER:

Allstate denies that Ms. Shaner was Taha’s “supervisor.” Allstate lacks knowledge or 

information sufficient to admit or deny the remaining allegations contained in Paragraph 14, and 

denies them on that basis. 

COMPLAINT ¶15:

On 3-19-2020, Shao received an email from Brandon Hokanson (“Mr. Hokanson”) of 
Allstate Finance Company, an affiliate or subsidiary of Allstate, from which he received a. loan 
in the sum of $250,000 with an interest rate of 6.6% and a term of 10 years, starting 8-1-2015, in 
order to purchase the  agency. The monthly payment of the loan is $2,851.44. In his follow-up 
email on the same day, Mr. Hokanson stated, “You currently have an estimated shortfall of 
$20k+ if you elect TPP.” He did not enclose any statement with his email. Shao looked up his 
loan balance in the 3-31-2020 statement, which was $155,476.56 and his TPP payment summary 
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report of 3-2020, which was $135,487.40. The difference between the two was $19,989.16, 
slightly shy of $20k. 

ANSWER:

Allstate denies that Allstate Finance Company is a subsidiary of Allstate Insurance 

Company and also denies that Allstate Finance Company is an “affiliate” of Allstate Insurance 

Company because the term “affiliate” is not defined.  Allstate lacks knowledge or information 

sufficient to admit or deny the remaining allegations contained in Paragraph 15, and denies them 

on that basis. 

COMPLAINT ¶16:

On 8-28-2020, Shao wrote to Mr. Hokanson, asking for the final pay-off figure. Mr. 
Hokanson replied on 8-31-2020, saying, “I can’t calculate the exact amount required until TPP 
has been finalized. (...] Based on the numbers today, an estimated paydown of $30k would 
provide the necessary buffer to cover the shortfall.” He said that Shao would be contacted in 
September 2020. However, when Shao was not contacted by Mr. Hokanson for the final pay-off 
figure at the end of October, Shao wrote an email on 10-28-2020 to remind him. 

ANSWER:

Allstate lacks knowledge or information sufficient to admit or deny the allegations 

contained in Paragraph 16, and denies them on that basis. 

COMPLAINT ¶17:

Mr. Hokanson responded on 11-4-2020, saying, “Committee is requesting a $25,000 
paydown by 11/15.” This was contrary to what Shao had on record. As of 9-30-2020, Allstate 
was saying that Shao’s loan balance was $143,332.74 and his TPP payment was $129,973.21. 
(The two are required to be offset against each other.) The difference was $13,359.53. Shao sent 
to Allstate Finance a check of $2,851.44 on 10-22-2020 and another check of $10,508.09 on 12-
8-2020. Both checks had been cashed by Allstate. The sum of these two checks is $13,359.53, 
which was the difference between the loan balance and the TPP payment, as calculated by 
Allstate. And yet Mr. Hokanson wrote back on 12-17-2020 without a PMT schedule, stating, 
‘We need to receive $8,120.88 by 1/10.” Shao demanded a PMT schedule and referred the matter 
to his attorney Jeffrey Vogelman (Mr. Vogelman). Finally, on 1-6-2020, Mr. Hokanson provided 
a schedule; which showed how he reached this sum of $8,120.88. 
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ANSWER:

Allstate lacks knowledge or information sufficient to admit or deny the allegations 

contained in Paragraph 17, and denies them on that basis. 

COMPLAINT ¶18:

Shao’s 8-2020 Termination Payment (TPP) — Summary Report, received from Ms. 
Smith, showed that only $960,772.39, specified as Termination Payment Eligible 12 MM Earned 
Premium, of $1,353,508.91 of the 12 MM Earned Premium (his book value) was calculated for 
the stated TPP payment. The difference sum of $392,736.52 (=$1,353,508.91-$960,772.39) was 
excluded or non-eligible for payment per Allstate’s calculation. If the formula set forth in 
paragraph 6 above were applied, the payment sum would be $53,019.43 (= 1.5 x .09 x 
$392,736.52). (Shao actually paid $92,293.08 [=2.35 x .1 x $392,736.52] for this excluded 
portion of the book.) If this book were sold to any normal buyer, the excluded sum of 
$392,736.52 would be included in the calculation of the selling price. Shao had asked his 
supervisor Ms. Smith the reason for the exclusion, and she did not provide an answer. Shao 
asked Mr. Hokanson, who in his 1-6-2021 email, replied, “I don’t have an answer for why a part 
of you[r] book being excluded from your TPP. That would need to go to someone in agency 
compensation.” Shao did contact agency compensation in June 2020 and received no answer. In 
fact, Shao had asked Attorney Mr. Vogelman to contact Allstate counsel David J. Mueller (“Mr. 
Mueller”) for an answer on 11-4-2020. Mr. Mueller wrote on 11-18-2020, “Hi Jeff, I apologize 
for the delayed response to your inquiry. While I can’t give you any opinion about the method 
your client used to determine the purchase price of the agency, I can advise you that the 
termination payment report reflects both the eligible earned premium and the earned premium. 
Only the eligible earned premium is used for the termination payment.” He merely reiterated the 
headings of the TPP report without giving an explanation. 

ANSWER:

Allstate denies the allegations contained in Paragraph 18 regarding the purported contents 

of the Termination Payment Summary Report to the extent they do not accurately represent the 

contents of said document, which speaks for itself.  Allstate admits that it provided Shao with 

accurate documents and information regarding his TPP.  Allstate lacks knowledge or information 

sufficient to admit or deny the remaining allegations contained in Paragraph 19, and denies them 

on that basis. 

COMPLAINT ¶19:

Mr. Vogelman wrote to Mr. Mueller again on 1-19-2021, pressing for an answer. This 
time Mr. Mueller provided the explanation, “Typically, the difference between the two premium 
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amounts is due to business that had been written by a prior Allstate agent who operated using an 
employee agent agreement. Employee agent business is generally always excluded from TPP 
eligibility (Bold Pro se litigant’s). In this case, it would appear your client considered ‘earned 
premium’ in his purchase decision rather than only ‘eligible earned premium.’ What Mr. Mueller 
was evidently saying was that the premium $392,736.52 of the book had been generated by 
policies written by Allstate employee salespersons; therefore, they are non-eligible earned 
premiums, while the premiums $960,772.39 of the book had been generated by policies written 
by Allstate independent contractor salespersons; therefore, they are eligible earned premiums. To 
an outside buyer, such a distinction did not seem to exist, or could be known. Ms. Shaner, who 
knew about this distinction, and knew which policies had been employee-agent written and 
which were not, concealed this knowledge from Shao in order to make the sale. Mr. Mueller 
pointed out that this eligible criterion was provided in the Supplement for the R3001 Agreement, 
the contract between Allstate and Shao, and it was the duty of the buyer to exercise the “due 
diligence and deciding which policies to consider in the purchase of the economic interest and, in 
general, how to value the economic interest that he purchased.” There are several issues involved 
in Mr. Mueller’s assertion. 

ANSWER:

Allstate denies the allegations contained in Paragraph 19 to the extent they contain 

Shao’s interpretation, characterization, and/or assessment of statements made by David Mueller 

of Allstate. Allstate denies that Ms. Shaner concealed any knowledge from Shao. Allstate lacks 

knowledge or information sufficient to admit or deny the remaining allegations contained in 

Paragraph 19, and denies them on that basis. 

COMPLAINT ¶20:

First, the term “eligible earned premium,” used by Mr. Mueller, cannot be located in the 
Supplement for the R3001 Agreement (which is incorporated by the terms of the Agency 
Agreement) throughout the said document. There is in fact no such term or concept in the 
contract between Shao and Allstate. 

ANSWER:

Allstate denies the allegations contained in Paragraph 20 of the Complaint. 

COMPLAINT ¶21:

Second, the Supplement was intentionally or by design not made known to Shao at the 
signing of the contract in the summer of 2015. Shao had a three-week training session that 
summer at the Allstate Regional Center in Chantilly, Virginia. Suddenly, on 6-3-2015, all 
students (who were to become agents) were given a blank form of the main contract to sign and 
were told that the entire contract could be found at the computer Gateway platform, which 
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students could not access at that time due to having no access code to the said platform. Yet, 
Shao together with the other students were required to sign the blank forms at that time. 

ANSWER:

Allstate admits that Shao attended training at the Allstate Regional Center in Chantilly, 

Virginia in the summer of 2015. Allstate denies all remaining allegations contained in Paragraph 

21 of the Complaint. 

COMPLAINT ¶22:

Third, the whole procedure and environment for signing the blank contract form was 
hurried and conducted with an inducing atmosphere. 

ANSWER:

Allstate denies the allegations contained in Paragraph 22 of the Complaint. 

COMPLAINT ¶23:

Fourth, Shao received on 8-5-2015 from Diana Heflin of Allstate’s Capital Region-
Strategic Deployment an email, which stated, “A copy of the signed agreement is attached for 
your records.” The attachment was a ten-page main contract plus a two-page sample of a 
Confidentiality and Non-competition Agreement. There was no mention or delivery of the 
Supplement (456 pages.) and the Independent Contractor Manual (49 pages.), which were an 
integral part of the contract. Only Allstate Agency Standards (26 pages.), which was also an 
integral part of the contract, was given to Shao before the 6-3-2015 signing of the agreement, as 
part of the training materials. It was, among other things, bad faith on the part of Allstate 
choosing not to providing the full agreement upfront, not making available reasonable time for 
Shao to review the agreement, and not furnishing a signing environment which was free of 
coercion and inducing influences. 

ANSWER:

Allstate admits that it provided Shao with a fully executed copy of the EA Agreement and 

that Shao willingly, knowingly, and voluntarily executed the EA Agreement. Allstate denies the 

remaining allegations contained in Paragraph 23 of the Complaint. 

COMPLAINT ¶24:

Fifth, Shao signed a separate sales contract to buy the book under question from Mr. 
Elliott, President of Washington Associates, Inc., on 6-5-2015, which was two days after signing 
the Allstate contract form. Two days were hardly enough to allow Shao to pursue, in Mr. 
Mueller’s words, “due diligence and deciding which policies to consider in the purchase of the 
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economic interest and, in general, how to value the economic interest that he purchased.” The 
whole process was staged by Allstate to hinder due diligence from Shao, and Allstate was 
secretive in revealing who, under Allstate’s classification of employee agent and independent 
contractor, wrote each policy in the book Shao was going to purchase. Ms. Shaner was an 
accomplice of the scheme of keeping this information from Shao. 

ANSWER:

Allstate lacks knowledge or information sufficient to admit or deny whether Shao signed 

a separate sales contract with Mr. Elliot, when the agreement may have been signed, or what the 

terms of such an agreement may have been, and thus these allegations are denied. Allstate denies 

the remaining allegations contained in Paragraph 24 of the Complaint. 

COMPLAINT ¶25:

Sixth, as described in the above paragraphs 12, 18 and 19, Ms. Smith (around 2-20-
2020), Allstate’s Agency Compensation Department (6-2020), Mr. Hokanson (1-16-2021), and 
Mr. Mueller (11-18¬2020) all declined to explain why a portion of the book was excluded from 
consideration for the TPP payment. There was a concerted effort by them to be evasive on this 
topic, because they knew that Shao was not informed of this “secret” of Allstate at the time when 
he purchased the book in question. Finally, with pressure from Mr. Vogelman of a second letter 
(1-17-2021), Mr. Mueller reluctantly provided an explanation of this topic under question above. 
This was 1-22-2021, two months and 4 days after his first evasive letter. This lack of candor on 
the said topic by Ms. Smith, the Compensation Department, Mr. Hokanson, Mr. Mueller, and 
Ms. Shaner was understandably in line with Allstate’s corporate culture of bad faith. There is, 
importantly, no agreement for Allstate to exclude a portion of the book from the TPP payment; 
this is simply not part of any contract (without even considering the way in which the contract 
was executed between Shao and Allstate). 

ANSWER:

Allstate denies the allegations contained in Paragraph 25 of the Complaint. 

COMPLAINT ¶26:

Allstate had planned to discontinue the Trusted Advisor program in 2015-16; however, it 
continued promoting this program until the end of 2018 to recruit new agents under this banner. 
Shao was deceived into believing the program was a long-term business mission of Allstate and 
made the purchase of an Allstate agency in the summer of 2015. Allstate staged the signing of 
the contract in such a bad faith way to deprive Shao of a proper, non-coercive setting of signing a 
contract, of a reasonable time to review the contract, and of the availability of the entire content 
of the contract prior to the signing. Furthermore, Allstate and Ms. Shaner hid the insider 
information of who had produced or written the initial policy in terms of an employee 
salesperson or an independent contractor salesperson, the distinction of which would arbitrarily 
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give Allstate an alleged excuse of refusing to pay the TPP payment in full. Moreover, Allstate 
has excluded a portion of the book from the TPP payment without any contractual basis therefor. 

ANSWER:

Allstate denies the allegations contained in Paragraph 26 of the Complaint. 

CAUSES OF ACTION  

FIRST CAUSE OF ACTION 
FAILURE TO PAY FULL TPP AMOUNT 

(Against Allstate) 

COMPLAINT ¶27:

Plaintiff repeats and re-alleges each and every allegation set forth in paragraph 1 through 
26 of this Complaint as though each were separately and specifically set forth herein. 

ANSWER:

Allstate repeats and realleges its responses to paragraphs 1 through 26 of the Complaint 

as though each were separately and specifically set forth herein. 

COMPLAINT ¶28:

Shao paid on 10-22-2020 and 12-8-2020 in two installments the difference amount 
($13,359.53) of the balance sum ($143,332.74) of his loan from Allstate and the Allstate-dictated 
TPP payment amount ($129,973.21) to Shao. In a normal situation, this good faith payment 
should cancel the loan under question. However, Allstate took the position that the TPP amount 
should have been paid out in 24 monthly installments, although there is no contractual basis for 
this; therefore, Allstate claims the loan amount is to be charged an interest rate of 6.6% until the 
end of the 24 months, at which time Shao will owe a sum of $8,120.88. Allstate had also 
appropriated Shao’s book of $1,418,679 and unilaterally decided that it would only pay 
$129,973.21 on the portion of the book of $960,772.39, classified by Allstate as Termination 
Payment Eligible 12 MM Earned Premium, although there is no contractual basis for this either, 
because this portion of the book was not written by employee salespersons of Allstate. Allstate 
would not pay a lump sum of $129,973.21 now but would only do 24 installments of $5,415,55 
each month. Since Allstate had not paid the full lump sum of the buyout amount of $129,973.21 
in its unilateral appropriation of Shao’s book, Shao’s financial interests in the book remains in 
force until the final payment was made. Therefore, Shao asks Allstate to pay him the prevailing 
annual commission of 9% on the sum of $960,772.39. As a result, for a single year, the amount 
of this commission payment is $8,646.95 and the two-year sum is $17,293.90. 
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ANSWER:

Allstate admits that it received payments from Shao in October 2020 and December 2020 

totaling $13,359.53. Allstate denies the remaining allegations contained in Paragraph 28 of the 

Complaint. 

COMPLAINT ¶29:

Allstate is retaining, and not paying, amounts rightfully belonging to Shao in the amount 
of at least $70,313.33 (=$17,293.90 + $53,019.43). Allstate is indebted to Shao in at least that 
amount. 

ANSWER:

Allstate denies the allegations contained in Paragraph 29 of the Complaint. 

SECOND CAUSE OF ACTION  
FAILURE TO PAY THE PORTION OF THE BOOK, WRITTEN BY EMPLOYEE 

SALESPERSONS 
(Against Allstate) 

COMPLAINT ¶30:

Plaintiff repeats, and re-alleges each and every allegation set forth in paragraph 1 through 
29 of this Complaint as though each were separately and specifically set forth herein. 

ANSWER:

Allstate repeats and realleges its responses to paragraphs 1 through 29 of the Complaint 

as though each were separately and specifically set forth herein. 

COMPLAINT ¶31:

Allstate staged the signing of the contract in such a bad faith way to deprive Shao of a 
proper, non-coercive setting of signing a contract, of a reasonable time to review the contract, 
and of the availability of the content of the contract prior to the signing. Allstate orchestrated an 
organized and systematic scheme to prevent outside buyers of Allstate agencies including 
Shao’s, to conduct due diligence in finding out the terms of the contract which would permit 
Allstate to refuse payment of those policies written by Allstate employee salesperson. 

ANSWER:

Allstate denies the allegations contained in Paragraph 31 of the Complaint. 
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COMPLAINT ¶32:

Whether a policy had been written by an Allstate employee salesperson or not was 
privileged knowledge, only known to Allstate insiders. Ms. Shaner knew this scheme of 
Allstate’s and knew the book Shao was going to purchase consisted of policies written by 
Allstate employee salespersons (not disclosed to Shao until Allstate terminated his agency, and 
for which there is no contractual basis), and knew that, when TPPed, Shao would not receive his 
full TPP payment. She participated in this bad faith scheme of Allstate by keeping her silence. 

ANSWER:

Allstate denies the allegations contained in Paragraph 32 of the Complaint. 

PRAYER FOR RELIEF 

WHEREFORE, Plaintiff prays that this Court grant the following relief: 

a. Judgment against Defendant Allstate in the amount of $70,313.33; 

b. Pre-judgment interest from September 1, 2020, and post-judgment interest; 

c. Any legal fees Shao incurs and costs; and 

d. A declaration that Shao now owes no sum of money to Defendant Allstate; and 

e. Such other and further relief as this Court deems just and proper against 
Defendant. 

ANSWER:

Allstate denies that Shao’s claims are meritorious and denies that Shao should be 

awarded any of the relief requested in his Prayer for Relief or any relief whatsoever. 

REQUEST FOR TRIAL BY JURY 

Plaintiff hereby requests that this action to be tried by jury, as to all issues and counts 
herein. 

ANSWER:

There is no allegation against Allstate in the Request for Trial by Jury that requires a 

response. 

AFFIRMATIVE DEFENSES 

First Affirmative Defense 
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Shao’s Complaint fails to state a claim upon which relief may be granted. 

Second Affirmative Defense 

Shao’s claims fail in whole or in part because Shao failed to mitigate his damages. 

Third Affirmative Defense 

Shao’s claims fail in whole or in part because Shao failed to join all indispensable parties. 

Fourth Affirmative Defense 

To the extent Shao’s claims are based on allegations of fraud, they are time-barred. 

Defendant reserves the right to amend the foregoing Complaint, inclusive of its 

Affirmative Defenses, should Defendant discover new or additional information that is not 

available or otherwise known to Defendant at the time of filing this Answer.  

DATED:  April 26, 2021 Respectfully submitted, 

SEYFARTH SHAW LLP 

By:  /s/ Renée B. Appel

J. Scott Humphrey* 
shumphrey@seyfarth.com 
233 S. Wacker Dr., Suite 800 
Chicago, IL 60606-6448 
Telephone: (312) 460-5000 
Facsimile: (312) 460-7000 
shumphrey@seyfarth.com 

Renée B. Appel (VSB 87721) 
rappel@seyfarth.com 
SEYFARTH SHAW LLP 
975 F Street, N.W. 
Washington, DC  20004-1454 
Telephone: (202) 463-2400 
Facsimile: (202) 828-5393 

*seeking admission pro hac vice
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CERTIFICATE OF SERVICE 

I certify that on April 26, 2021, a copy of the foregoing Answer and Affirmative Defenses 

was filed via ECF, emailed, and mailed, postage pre-paid, to Plaintiff at the following address: 

Paul Shao 
9233 Lee Masey Drive 
Lorton, Virginia 22079 
paulyshao@gmail.com 

/s/ Renée B. Appel 
Renée B. Appel 
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