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Since the Progressive insurance organization began business in 1937, we have
been innovators—growing into new markets and pioneering new ways to
meet consumers’ needs. In 1956, Progressive Casualty Insurance Company
was founded to be among the first specialty underwriters of nonstandard
auto insurance. Today, The Progressive Corporations 68 subsidiaries and an
affiliate offer competitive rates and 24-hour, in-person and online services
to all drivers throughout the United States.

Artist Carlos Vega embraces our chosen theme, a work in progress, through his
painterly use of the collage process—which incorporates layering and juxta-
position of everyday materials found on his recent visit to Progressive’s offices.
His path of invention, assemblage and discovery serves as a visual metaphor
for Progressive’s ever-evolving business. Vega's work will now become a part
of Progressive’s growing collection of contemporary art. For a brief history

of Progressive’s art collection, please visit art. progressive.com.
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FROGRESSIVE'S CULTURE oF SELF ~EYPrm W ATIoN
AND ComnTINNOUS IMPROUVEMERNT LED NS

1 THE THEmME oF "A INoRK (N PROGRESS
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AND PRoACTIVE. ININMATIVES WE TAKE TO EXCEED
OUR. CUSTOMERS EXPECTANONS. IT'S A PRoCESS
TH®T DEMANDS ConMNUoUS UHANGE AND
CONTINUOMUS IMPROUEMENT: EATH YEAR WE
MaKe PROGRESS om mARN M PoRTANT. FRonTS,
NET FEuw) ARE EVER. ComPLETE AND mANY
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(billions—except per share amounts)

2003 2002 2001 2000 1999
FOR THE YEAR
Net premiums written § 11.9 $ 9.5 $ 73 $§ 6.2 § 6.1
Growth over prior year 26% 30% 17% 1% 16%
Net premiums earned $ 11.3 $§ 8.9 § 7.2 $ 6.3 $§ 5.7
Growth over prior year 28% 24% 13% 12% 15%
Total revenues $ 11.9 $ 93 $ 7.5 $ 6.8 $ 6.1
Net income $ 1.26 $ .67 $ .41 $§ .of $ 30
Underwriting margin 12.7% 7.6% 4.8% (4-4)% 1.7%
Net income per share' $ 5.69 $ 2.99 $ 1.83 § .21 $ 1.32
(billions —except shares outstanding and per share amounts)
2003 2002 2001 2000 1999
AT YEAR-END
Common Shares outstanding (millions) 216.4 218.0 220.3 220.6 219.3
Book value per share $23.25 $17.28 $14.76 $13.01 $12.55
Consolidated shareholders’ equity $ 5o $ 3.8 $ 3.3 $ 2.9 $ 2.8
Market Capitalization $ 18.1 $ 10.8 $ 1I.0 $ 7.6 $ 5.3
Return on average shareholders’ equity 29.1% 19.3% 13.5% 1.7% 10.9%
Market share’ 7.0% 6.0% 5.1% 4.9% 4.8%
Industry net premiums written’ $ 149.5 $139.6 $127.9 $119.6 $118.6
1-YEAR 3-YEAR 5-YEAR
STOCK PRICE APPRECIATION (DEPRECIATION)®
Progressive 68.7% 34.4% 8.4%
S&P oo 28.6% (4.0)% (.6)%

'Presented on a diluted basis.

2Represents Progressive’s Personal Lines business.

} chrcscnts pcrsonal auto insurance market net premiums written as rcportcd by A.M. Best Company Inc.; 2003 is estimated.

“Represents average annual compounded rate of increase (decrease) and assumes dividend reinvestment.

All share and per share amounts were adjusted for the April 22, 2002, 3-for-1 stock split.
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Visiond , UALUES, OBTECTIUES

CommUNICAMING: A CLEAR PlcTURE o
PRORESSIVE BY sTIANNG WHAT WE TRy TD
Pl EVE (VISIBN), How WE INTEZACT WiTh
cns ToMERS (CUSTOMER VALUE PRoPosimon ),
WHAT GUIDES ouR BEHAUIOR (CoRE VALUES),
ANO WA T pyr PEoPLE EXPECT T
AccomPlisH ANO How We EvmuaTE
PERToRMANCE (DB FECTIVES), PERMITS

ALL PEoPLE ASSocATED LWITH PRoERESSIVE
TO UNPERSTYIND THE IR ROLES AND TD
ENSD\! THEAR. conTR(BuTonS.



We seek to be an excellent, innovative, growing
and enduring business by cost-effectively and
profitably reducing the human trauma and eco-
nomic costs of auto accidents and other mishaps,
and by building a recognized, trusted, admired,
business-generating brand. We seck to maxi-
mize shareholder value and to provide a positive
environment which attracts quality people who

develop and achieve ambitious growth plans.

Our Customer Value Proposition provides a
litmus test for customer interactions, relation-
ships and innovation.

That’s what you can expect from
Progressive. Everything we do recognizes the
needs of busy consumers who are cost-conscious,
increasingly savvy about insurance and ready
for easy, new ways to quote, buy and manage
their policies, including claims service that
respects their time and reduces the trauma and

inconvenience of loss.

0D cHANGE THE INDUSTRY

Progressive’s Core Values are pragmatic statements of what works best for
us in the real world. They govern our decisions and behavior. We want them
understood and embraced by all Progressive people. Growth and change
provide new perspective, requiring regular refinement of Core Values.

We revere honesty. We adhere to the highest ethical standards,
provide timely, accurate and complete financial reporting, encourage
disclosing bad news and welcome disagreement.

We respect all people, value the differences among them and
deal with them in the way we want to be dealt with. This requires us to know
ourselves and to try to understand others.

We strive to communicate clearly Progressive’s ambitious objec-
tives and our people’s personal and team objectives. We evaluate performance
against all these objectives.

We strive constantly to improve in order to meet and exceed
the highest expectations of our customers, shareholders and people. We teach
and encourage our people to improve performance and to reduce the
costs of what they do for customers. We base their rewards on results and
promotion on ability.

The opportunity to earn a profit is how the competitive free-enterprise
system motivates investment to enhance human health and happiness.
Expanding profits reflect our customers’ and claimants’ increasingly positive

view of Progressive.

DRIVE -IN) CLAIMMS, PRICIN I SEGMENTATION 24 /q seeruicE

Com PARLISoN RATES AND 0PTIonS 1N How 70 Buy ARE A FEW OF THE
WAN S WE HAVE BRouHT CHAM GE To THE INDUSTRY. W SEE.
OURSELVES AS CHANIKE AGENTS AND WoRK TD CoMTINNONS Ly
CHAWNGE AND 1M PROVE CUR INOUSTRY -



- FINANCIAL OBJECTIVES AND POLICIES -

Consistent achievement of superior results requires that our people under-
stand Progressive’s objectives and their specific roles, and that their personal
objectives dovetail with Progressive’s. Our objectives are ambitious, yet
realistic. We are committed to achieving financial objectives over rolling
five-year periods. Progressive monitors its financial policies continuously
and strives to meet these targets annually. Experience always clarifies objec-
tives and illuminates better policies. We constantly evolve as we monitor
the execution of our policies and progress toward achieving our objectives.
Profitability Progressive’s most important goal is for its insurance subsidiaries
to produce an aggregate calendar year 4% underwriting profit. Our busi-
ness is a composite of many product offerings defined in part by product
type, distribution channel, geography, tenure of the customer and under-
writing grouping, Each of these products has targeted operating parameters
based on level of maturity, underlying cost structures, customer mix and
policy life expectancy. Our aggregate goal is the balanced blend of these
individual performance targets in any calendar year. Overall, we had an
underwriting profit of 12.7% in 2003, and an underwriting profit of 5.8%
for the past five years and 6.5% for the past ten years. Estimated industry
results for the personal auto insurance market for the same periods were
underwriting gains (losses) of .9%, (4.6)% and (2.9)%, respectively.

Growth Our goalis to grow as fast as possible, constrained only by our prof-
itability objective and our ability to provide high quality customer service.
Progressive is a growth—oriented company and management incentives
are tied to profitable growth. We report Personal Lines and Commercial
Auto results separately. We further break down our Personal Lines’ results
by channel (Agency and Direct) to give shareholders a clearer picture of
the business dynamics of each distribution method and their respective

rates of growth. Aggregate expense ratios and aggregate growth rates

UNDERWRITING

Monitor pricing and
reserving discipline

> Manage profitability
targets and operational
performance at our
lowest level of product
definition

> Sustain premiums-
to-surplus ratios at
efficient levels, and
below applicable state
regulations, for each
insurance subsidiary

> Ensure loss reserves are
adequate and develop
with minimal variance

disguise the true nature and performance of each
business. Personal Lines and Commercial Auto
net premiums written grew 26% and 35%, re-
spectively, in 2003. For a further breakdown of
the Agency and Direct results, see Operations
Summary, beginning on page 24,and Managements
Discussion and Analysis included in the Company’s
2003 Annual Report to Shareholders, which is
attached as an Appendix to the Company’s 2004
Proxy Statement.

Financial Policies Progressive balances risk in
underwriting with risk of investing and financ-
ing activities in order to have sufficient capital to
support all the insurance we can profitably under-
write and service. Risks arise in all operational and
functional areas, and therefore must be assessed
holistically, accounting for the offsetting and com-
pounding effects of the separate sources of risk
within the Company. Our financial policies define
our allocation of risk and we measure our per-
formance against them. If, in our view, future
opportunities meet our financial objectives and
policies, we will invest capital in expanding
business operations. Any underleveraged capital
will be returned to investors. We expect to earn
areturn on equity greater than its cost. Presented
is an overview of Progressive’s Underwriting,

Investing and Financing policies.

INVESTING

Maintain a liquid,

diversified, high quality
investment portfolio

> Manage on a total

return basis

> Target an 85%:15%

allocation for fixed
income securities and
common equities

> Manage interest rate,

credit, prepayment and
concentration risk

FINANCING

Maintain sufficient
capital to support insur-
ance operations

- Maintain debt below

30% of total capital at
book value

- Neutralize dilution

from equity-based
compensation through
share repurchases

> Pay modest, increasing

cash dividends and
split stock when the
share price exceeds
$100 for a reasonable
period of time
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- OBJECTIVES AND POLICIES SCORECARD -

TARGET 2003 2002 2001
Underwriting margin 4% 12.7% 7.6% 4.8%
Net premiums written growth (a) 26% 30% 17%
Companywide premiums-to-surplus ratio (b) 2.6 2.8 2.7
Investment allocation—fixed: equity 85%:15% 84%:16% 87%:13% 84%:16%
Debt-to-total capital ratio <30% 23% 28% 25%
Return on average shareholders’ equity (ROE)' 29.1% 19.3% 13.5%
Comprehensive ROE’ 35.0% 20.5% 15.5%

@Grow as fast as possible, constrained only by our profitability objective and our ability to provide high quality customer service.

®Determined separately for each insurance subsidiary.

'Based on net income.

*Based on comprehensive income. Comprehensive ROEis consistent with the Company’s policy to manage on a total return basis and better reflects growth in share-
holder value. For a reconciliation of net income to comprehensive income and for the components of comprehensive income, see the Company’s Consolidated
Statement of Changes in Shareholders' Equity and Notel0—Other Comprehensive Income, respectively, which can be found in the complete Consolidated Financial State-
ments and Notes included in the Company’s 2003 Annual Report to Shareholders, which is attached as an Appendix to the Company’s 2004 Proxy Statement.




We are convinced that the best way to maximize shareholder value is to
achieve these financial objectives and policies consistently. A sharecholder
who purchased 100 shares of Progressive for $1,800 in our first public stock
offering on April 15,1971, owned 23,066 shares on December 31, 2003, with
a market value of $1,928,100, for a 23.8% compounded annual return, com-
pared to the 7.6% return achieved by investors in the Standard & Poor’s 500
during the same period. In addition, the sharcholder received dividends
of $2,307 in 2003, bringing total dividends received to $29,030 since the
shares were purchased.

In the ten years since December 31,1993, Progressive shareholders have
realized compounded annual returns, including dividend reinvestment, of
20.4%, compared to 11.0% for the s&P 5oo. In the five years since December 31,
1998, Progressive sharcholders’ returns were 8.4%, compared to a negative .6%
for the s&P 500. In 2003, the returns were 68.7% on Progressive shares and
28.6% for the s&P 5oo.

Over the years, when we have had adequate capital and believed it to be
appropriate, we have repurchased our shares. In addition, as our financial
policies state, we will repurchase shares to neutralize the dilution from
equity-based compensation programs. Since 1971, we spent $1.3 billion
repurchasing our shares, at an average cost of $5.98 per share. During 2003,
we repurchased 4,950,362 Common Shares. The total cost to repurchase

these shares was $316.8 million with an average cost of $64.00 per share.

,

T’E(sELL oNUNE

AN INCREASINIT NMUMBERL o0F ouR DIRECT CUSTOMEARS chooSE T G
ONLINE 1D SHop Fol 0R BUY THEIE AUTO INSURANCE . 1T§ EASNY

To USE AND THERE'S (oTS oF (NFRMANON. THE GomEeE 2 ScorecArn ™
HA'S ACUNOWLEDKED PROGRESSHIVE -Com AS ¥ 1 ElgH T comnSEcunue TIMES.



SOMETIMES THINGS IUST Caleg — IN 2003
THRGES cLIcKED FpR. PRoGreESSIWVE .

THE. PROFITABLE (pRowTH PHWSE ofF THE
INSUuRANCE CYcarE |, MiduadTED [N M\
LETTER (AST AR, (orxNINUED FpR PROGRESSIVE
IN 2003 AWDO, REMARKABLY, GoT BETEL.
OUEL. MARKET FoS|MoNINir ARE ON KDING
EFFORTS T CUCTNVATE. ComPETITIVE
ApredTaresS IN PRIciNG, Cuaims Hvio NG
PND BRAND DEJELOPMENT ARE. WOLK N (i
WelL AND CONTINWE 1o PLAN ounT AS RANNED
FoRT W |TouSwy , AUTDIMOBILE ACCIPDENT
FRE,&MENq FELL To THE LowEST LENEC 4
RECENT HSTORY . AS A RESULT, NET INComE
INCREASED B8, OUER. LAST \YEAR TD

4 1.26 Bitliod AND NET WRITTEN PREMIUMS
teew 26% To #1019 Bluion.

SETNNG ASIDE THE TAIL WINO FPRaJIDED
B REPUCED ACCIDENT FREQMUENC,
20023 WAS BY ANM MEASURE ANOTHEEL.
recaT YEAR FOR PRoressIVE.
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- WHAT WORKED -

Every area of the Company functioned extraordinarily well and our
fundamental strategy of seeking continuous, incremental gains on all
business agendas is working, However, there are some conditions so critical
to attaining the combination of growth and profit we have achieved that
they deserve highlighting,

Improved Claims Quality Claims represent three—quarters of our cost structure.
Maintaining accurate, timely loss settlements becomes an increasing
challenge in the face of rapid growth. We entered 2003 with over 3,000
recently hired claim representatives and hiring rates continued at a torrid
pace through mid-2003. We were determined not to allow the quality of
claim handling to deteriorate. Our pricing assumes that future claim
handling quality will be consistent with that which produced historical data.
If future claim handling quality cannot support pricing assumptions, we
simply cannot grow profitably—and for Progressive there is no alternative.
Our appetite for future growth will always be regulated by our most current
assessment of claim handling quality.

During 2003, we hired and trained another 3,300 new claims resolution
representatives, refined almost all aspects of our claims experience and,
by our own demanding calibration, improved the handling on our nearly
3.3 million claim features. It was not all clear sailing, Early in the year
we determined that the rate of available growth in Texas had the potential
to outpace our ability to maintain consistent claim quality. Consistent
with our growth objective, grow as fast as possible, constrained only by our profit
objective and our ability to provide high quality service, we constrained growth
in Texas for six months while we deployed additional staff and manage-
ment to ensure the level of quality we expect. The action plan and employee
response was Progressive at its best. We lifted growth restrictions by
mid-year and completed the year with Nwp growth in excess of 30% in
Texas. I believe it is fair to say, thus far, our insistence on growth with no

give back in quality has been a good bet.

] EVEN BETTER SERUICE

Nou DOR'T Buy AUTD INSURANCE BECAUSE You THINK You'RE OvniNG
TO HAUE AN KCIDENT. BuT WHEN You Do, THE LEVEL OF SERVICE
OUGEHT TO BE BACEPTIONAL. A CUSTOMER <ARE PriLosopry

AND SUPERIDE TEL\JfMO(,oc(\, HECPS US 1O ASPIRE TO “ViRTuiLLY
PERFECT " SERVICE .
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The Product Management System Our product
management system is responsible for achieving
our most important objective, at least a 4% under-
writing profit on all products. Individual product
managers typically manage a product offering
in one or two states (e.g, commercial auto in
Florida, or agency auto in Arizona). These man-
agers receive support from dedicated product
design and pricing groups. In 2003, we performed
over 200 rate and program revisions designed
to maintain rate adequacy and reflect our best
rating science in the markets we serve.

Their collective actions are impressive:
Agency Auto 45 out of 48 states were profitable;
only three of the profitable states did not meet
our profit objective.

Direct Auto All states were profitable; only one
failed to meet our profit objective.

Special Lines (motorcycle, recreation vehicles and
watercraft insurance) Offered in 48 states, had
two unprofitable states and two additional states
not meeting our profitability objective.
Commercial Auto Offered in 42 states and was
profitable in 37 states with only one other not

meeting our profitability objective.

In no state was there reason for extra concern. I share this information to
highlight the operating discipline we bring to all products. We never use one
state or product to subsidize another, which is central to the quality of our
results and their ability to be reproduced.

In 2003, with the advantage of increasing size, we refined the controls used
to evaluate intra-product performance. Our focus on clear goals, execution
at the product manager level, along with continuing advances in rating
and product diagnostics, allow us to feel comfortable with rapid growth.
The responsibilities and challenges in the product manager role that first
attracted me to the Company in 1986 are today more complex, analytically
challenging, visible, and I believe, rewarding, This key role at Progressive
allows us to attract and retain talented people who may not otherwise
have chosen the insurance field.

Improved Customer Retention The combined growth in Progressive policies
in force over the past three years is §7%—a lot of new customers. Our goal
to be Consumers' No. 1 Choice for Auto Insurance demands that we not only
attract new customers, but also that we make it attractive for them to stay.
The economics of growth through retention increases, which fueled part of
our 2003 performance, are some of the most compelling in our business model.

Answering the question, “Are customers staying with Progressive longer?”
seems simple. It is not. An apparent increase in retention could represent
selling proportionately more policies to a class of customers more likely
to stay with us. Much like the focus on profitability targets, meaningful
information is only available through analysis at the detail level. We intensely
review retention data and have taken numerous actions to encourage cus-
tomers to stay with us. We can happily conclude that during this cuamulative
growth period, the propensity for customers to stay with us has increased.
Recent data suggest the rate of increase from 2002 through the first half
2003 has flattened some, and this issue has our full attention. Understanding
retention behavior, measuring it, and estimating policy life and lifetime
premium at an ever-increasing level of detail and accuracy provides us with

ongoing opportunities for improvements.



- OUR GAME PLAN -

We seek to become Consumers’ No.1 Choice for
Auto Insurance through creation of a consumer
proposition that is faster, fairer and better than
any competitive offering As such, Progressive
remains a work in progress. Our history has been
built around a clear focus on our goals, an un-
derstanding of the priority among them and a
determination to improve the auto insurance
experience for customers. The symbolism of a
“To Do List” on the cover of this report conveys
some of the many opportunities yet available to us.

In its simplest form, our business model must

do two important things:
Reduce Costs and Allocate Costs Accurately Our
product-focused business units continue to seek
ways to advance the science of rate making to
get accurate cost-based pricing at the lowest level
our data will support. Sophisticated pricing
allows us to grow quickly while avoiding adverse
selection. Accurate cost allocation within our
Agency and Direct businesses maximize the
advantages of both distribution channels.

In 2003, we made significant progress in our
Claims Service Center model, designed to provide
end-to-end resolution for auto physical damage
losses, by opening 12 new centers for a total of 19.
I believe these centers are a credit to the organiza-
tion, and have produced some superior outcomes.
There is little question in my mind that these
centers will positively change auto insurance and
our cost structure. We expected and are finding
benefits from improved efficiency, increased
accuracy, reduced rework, improvements in

repair cycle time and greater brand distinction.

There is an interesting relationship between total loss costs and the level
of loss adjustment expense that is difficult to define accurately. We will be
obsessive about secking the appropriate balance as we pace our expansion.
More now than ever, we are solving the right problem for consumers—
getting them back to pre-accident condition versus just paying the cost to
repair their car. Our ability to do this will improve with scale.

Our skill in acquiring new customers is not yet matched by an equivalent
intensity around designing policies to best meet customers’ evolving needs.
We recognize well the economic leverage of further retention improvements
and perhaps more importantly the negative brand costs of any failure to meet
customer expectations. Competitive prices are a necessary condition but
alone are not sufficient to achieve the retention levels we believe are possible.
We are committed to understanding the subtleties of this opportunity.

Our growing number of Progressive employee customers (myself included)
are, with my encouragement, becoming our toughest critics on product
and service details that could enhance the customer experience. We aspire to
be recognized as the preeminent consumer franchise in auto insurance
and understand this requires an extraordinary commitment to service
delivery. Our surveys all show improving customer service, but valid com-
plaints and certain survey data tell us our task is still far from done. We have
committed a significant amount of talent and resources to improving all
of our customer contacts.

[ have often described Progressive as a technology company in the auto
insurance business. Much of what we have achieved has been made possible
by our talented information technology staff, and we certainly would not
have been able to support our growth without extraordinary commitment
to our technology capacity and capabilities. We see the future with our agents
being very dependent on technology and are developing applications that
allow us and our agents to do more, easier and at less cost. We are placing
equal emphasis on infrastructure platforms to maintain strategic or cost
advantages. For example, we are months away from replacing a billing
system that does not provide the flexibility we need in today’s world of bill
payment options. Within 2004, our claims group will deploy new technol-
ogy that better reflects the process and workflow of our claims handling,
Our continuous investment in technology over the past several years has
positioned us well to remain a leader in technology solutions for service
delivery to both our customers and agents, and we are committed to a level
of technology investment that ensures we never constrain the business.



TOTAL LOSS COSTS + LAE

\ TACTICAL AGENDA

Quality Improvement

\ Recruiting and Training
Efficient Staffing
\ Specialty Roles

Claims Technology

STRATEGIC AGENDA

Change the Process—
Claims Service Centers Model

Redefine “Indemnity” \ /
Leverage Scale ~ -

Improve Cycle Time

Increase Accuracy

LOSS ADJUSTMENT EXPENSE (LAE)
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FIXED, FAST. WITH burR CLAIMS SERVCE CENTERS WE ADO AW
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- MARKET CONDITIONS -

Market conditions evolved dramatically in 2003. Competitors enjoyed the
benefits of reduced frequency and generally improved pricing We expect
the 2003 industry-wide combined ratio for personal auto will be less than
100% —the second time in 25 years. We cannot predict future accident
frequency rates, just as we failed to predict the extent to which frequency has
fallen. However, the outlook appears generally favorable and accident severity
is well in check. Given this scenario, we expect the advantages we have
enjoyed due to our early positioning and rate adequacy will diminish to some
degree. Nevertheless, we believe we are well positioned to advance our game
plan and grow at several times the industry growth rate. Our strong margins
will allow us to focus on retaining customers and to introduce new product
improvements faster. Our business goals remain the same and over time we
expect to see our underwriting margins moving closer to our planned 4%.
Our focus remains on auto insurance and striving to be the best auto
insurance choice for all consumers.

We believe the u.s. personal auto insurance market will continue to
consolidate with the top 15 or 20 players growing at the expense of smaller
players. Success in the auto sector will increasingly require scale and superior
execution in information technology, pricing segmentation, claims handling
and brand development. Progressive, the #1 writer of auto insurance through
independent agencies, the #3 direct writer and #3 overall, is well positioned
to execute on these requirements for success, allowing us to build sustainable
margin advantages over many Competitors and to reduce our exposure to

the amplitude of industry profit and growth cyclicality.

PRIVATE PASSENGER
AUTO RANKINGS

Market Share

1 State Farm 20.1%

2 Allstate 11.4%

3 Progressive 7.0%

4 GEICO 5.4%

5 Nationwide 4.6%

6 USAA 3.8% PRIVATE PASSENGER

7 Farmers/Zurich  3.8% AUTO RANKINGS

8 Liberty Mutual 2.5% (For Illustrative Purposes Only)

9 AIG . . 2'4?’ Market Share

10 American Family 2.1% 1 State Farm 20.1%

Based on estimated 2003 net 2 Allstate 11.4%

premiums written. 3 GEICO! 5.4%

<%~ 4 Progressive - Agency 4.8%

5 Nationwide 4.6%
6 USAA! 3.8%
7 Farmers/Zurich 3.8%
8 Liberty Mutual 2.5%
9 AIG 2.4%

#10 Progressive -Direct 2.2%

Presents rankings if Progressive’s
Agency and Direct businesses were
reported separately.

Classified as direct writers

- CAPITAL MANAGEMENT -

Our investment and capital management strategy
remains squarcly focused on ensuring insurance
operations have sufficient capital to support
all the insurance we can profitably underwrite
and service. We ended 2003 with $12.5 billion in
invested assets, up from $10.3 billion in Decem-
ber 2002. On the same basis, shareholders’ equity
was $5 billion, up from $3.8 billion.

We revised two Financial Policies this year.

We restated our position on financial leverage
to maintain debt below 30% of total capital, rather
than between 20% and 30%. With a January 2004
repayment of $200 million of maturing debt and
strong cash flow from operations, our debt level
will soon drop below our previously established
20% floor. We believe we have sufficient capital
to support our anticipated immediate growth.

We will begin a process in 2004 to slowly increase
operating leverage through higher premiums-to-
surplus ratios in our agency, direct and commercial
insurance subsidiaries where permitted. We are
more skilled at underwriting and believe the trade
off between lower financial leverage and increased
operating leverage will lead to more efficient cap-
ital usage with less risk. We will revise our policy
from a simple 3:1 premiums-to-surplus ratio in
favor of sustaining the ratio at efficient levels and
below applicable state regulations.

Throughout the year, we reaffirmed our posi-
tion that we would repurchase shares when our
capital position, view of the future and the stock’s
price make it attractive to do so. We also repur-
chase shares to neutralize the dilution from stock
options exercised since 2000, and restricted stock
issued, which replaced the use of non-qualified
stock options for long-term compensation of
senior management beginning in 2003. During the
year, we repurchased § million shares and ended
the year with 216.4 million shares outstanding

as compared with 218.0 million at year-end 2002.



22

Our reporting of results monthly is the norm for us and we continuously
strive to enhance the quality of the communication. During the course of
2003, we enhanced our monthly reporting by including investment income,
net income and earnings per share figures. In addition, we included a con-
densed Gaap balance sheet, monthly share repurchase activity and the fully
taxable equivalent total return on investments. We expect our monthly releases
to supplant the importance of quarterly reports in 2004. We will offer brief

management analyscs each month to anticipate owners’ and analysts’ questions.

From one perspective, Progressive has changed significantly from only
a few years ago: new products, new means of distribution, new services,
new facilities, and many new faces—there are now over 25,000 Progressive
people. What hasn’t changed are our objectives and values. In 1974, then cEo
and now Chairman, Peter Lewis wrote “There is a simpler, easier way—but it’s
not the Progressive way. Our way is not easy and we may even be crazy—but we are
going to do it and we will be proud.” Today, as then, our culture is defined by
people who enjoy working hard, growing constantly, performing well
and being rewarded competitively. Our objectives are demanding and hard
to achieve, and our organization is proud when we do so.

This year was special in so many ways, but for some, the highlight
was surpassing the $10 billion premium milestone, an event that seemed
so Herculean when first targeted in the early 1990s. We celebrated company-
wide and quickly resumed work on the next items on our list. As good
as 2003 was, I look forward to 2004 and continuing to build toward our
aspiration of being Consumers’ No.1 Choice for Auto Insurance.

We deeply appreciate the customers we are privileged to serve, the
Progressive people who serve them, the agents who choose to represent

us and the shareholders who believe in what we are doing,

G )

Glenn M. Renwick
President and Chief Executive Officer
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- AGENCY -

Progressive’s Agency operations enjoyed positive
results in 2003. We were able to strengthen our
position as the nation’s largest writer of private
passenger auto insurance through independent
agents by growing 24% to $7.2 billion. Our Agency
business now represents slightly less than 5% of
the w.s. personal auto insurance market.
Despite the gradual softening of the market
through the year, new application growth was
healthy, helping to drive auto policies in force
up 17%. Our drop in loss ratio reflects favorable
loss trends for the year, particularly in frequency.
Our expense ratio continues to bea competitive
advantagc relative to our Agcncy compctitors.
The Agency business invested in technology im-
provements, enabling agents easily and quickly to
service their customers online, and introduced a
Web-based quoting platform. We improved phone
service by creating a customer services team
devoted exclusively to serving agents. We believe
that our systems, coupled with the service provided
by our claims and customer services groups,
give us a distinct advantage in acquiring agents’
business. We try to make it easy and efficient for
agents to meet the demands of their customers.
Internal and external survey data suggest that
agents are aware of our strengths in service and
technology and that it is an important factor in

deciding whether to place business with us.

OPERATIONS summ ArY

_—

In addition, our special lines insurance products, primarily motorcycles, motor
homes and watercraft, had another tremendous year, with policies in force
growing 22%. Our broad-based distribution strategy (over 30,000 independent
insurance agencies appointed across the country) helps ensure that these
niche products continue to thrive. Technology and service strategies parallel

to auto makes using these products an easy choice for our agents.

(in billions)

2003 2002 CHANGE

Net Premiums Written $ 7.2 $ 5.8 24%

Net Premiums Earned $ 6.9 $ 5.5 25%
Loss and loss adjustment

expense ratio 68.4 72.0 3.6 pts.

Underwriting expense ratio 19.6 21.0 1.4 pts.

88.0 93.0 5.0 pts.

Auto Policies in Force (in thousands) 3,966 3,386 17%

O €AST, FAR |, BETTER — EUERYTHNG—
OUR LTS TEST FoR EVERY CUSTIMER EYPERIENCE.




- DIRECT -

Progressive’s Direct operations had a good 2003,
growing 29% to $3.3 billion. The Direct business
represents about 2% of the u.s. personal auto
insurance market.

Our advertising continues to differentiate
our brand by helping consumers better under-
stand our focus on making car insurance easier:
We increased our ad spending during the year
as we attempted to broaden the reach of our
messages while maintaining a strong presence
in an increasingly crowded advertising space.
Through continued analysis, we improved our
media buying with the objective of optimizing
our advertising dollars.

We also made our cost accounting even stronger,
placing particular emphasis on how we measure
the amount we will spend to acquire a customer,
better understanding acquisition spend by chan-
nel, tier and medium, and forecasting how long
we need to retain a customer in order to recover
our fixed costs. We continued to refine our pric-

ing to provide the most accurate prices possible.

- COMMERCIAL AUTO -

Commercial Auto had another strong year,
solidifying our position as the third largest com-
mercial auto carrier. Written premiums grew 35%
to $1.4 billion, representing about 5% of the w.s.
commercial auto insurance market. Competitors’
rate actions moderated in 2003 after double digit
increases the previous two years. However, as
other carriers took actions to return their general
liability and workers’ compensation lines to profit-
ability, many customer groups we serve were forced
to shop for new auto coverage. This supported a
15% increase in new applications for the year and
a26% growth in policies. Like personal auto, the
commercial business benefited from favorable loss
frequency trends. These loss trends, coupled with
rate actions we took in 2002, resulted in an eight
point improvement in the loss/LAE ratio.
During the year, we made significant invest-
ments in systems to mirror the technology and
service strategies of Personal Lines. Following

parallel technology and service strategies aligns

We invested further in developing a superior experience for our customers.
Anew customer can now benefit from more rate comparisons, faster quotes,
areport that details how personal credit information affects prices (where
applicable) and more counseling on coverages, limits and deductibles.

We are pleased with improvements in important measures such as
sales conversion, early term retention, and customers’ use of the Internet

and electronic paymcnts.

(in billions)
2003 2002 CHANGE
Net Premiums Written $ 3.3 $ 2.5 29%
Net Premiums Earned $ 3.1 $ 2.4 31%
Loss and loss adjustment
expense ratio 67.4 69.1 1.7 pts.
Underwriting expense ratio 20.3 22.3 2.0 pts.
87.7 91.4 3.7 pts.
Auto Policies in Force (in thousands) 1,852 1,541 20%

us with emerging standardized work flow within most agents’ offices,
making it much casier and more cost effective for agents to sell and service
the small business owner who is a Progressive Commercial Auto customer:

Progressive has twice as many commercial customers now than at the end
of 2000. This information has allowed us to refine underwriting and enhance
coverages for key product groups. We are also mining this larger data set to
improve our product model and price segmentation. Introducing these
changes throughout 2004 and into 2005 should support moderate, but

continued growth of our commercial business.

(in billions)

2003 2002 CHANGE

Net Premiums Written $ 1.4 $ 1.0 35%

Net Premiums Earned $ 1.2 $ .9 39%
Loss and loss adjustment

expense ratio 62.7 70.7 8.0 pts.

Underwriting expense ratio 19.8 20.2 4 pts.

82.5 90.9 8.4 pts.

Auto Policies in Force (in thousands) 365 289 26%

Ayl



- INVESTMENT OPERATIONS -

The investment environment in 2003 was more
favorable than in 2002. We are pleased with our
results on both an absolute basis and relative to
our expectations at the start of the year. The
economy improved, resulting in stronger valua-
tions for stocks, modestly higher u.s. Treasury
yields and generally lower risk premiums for
non-u.s. Treasury bonds. We maintained our asset
allocation discipline of investing approximately
15% of our portfolio in equities and 85% in fixed
income securities. Both asset classes produced pos-
itive total returns, with stocks rebounding sharply.
We kept our exposure to interest rate risk low and
our credit quality high. During the year, our fixed
income portfolio duration ranged from just under
3 years to 3.3 years at the end of 2003 and our
weighted average credit rating ranged from aato
AA+, Substantial cash flow from operations and
positive investment returns contributed to strong
portfolio growth. We have increased the rigor of
our portfolio analytics and plan to upgrade our

ability to measure portfolio exposures.

O AGerT m‘—\mwa«g

We feel well positioned for the coming year. With the interest rates low
on all fixed income sectors, we continue to like our short duration, high
quality investment strategy. We continue to believe that the underwriting

business remains the most attractive place to invest our capital.

2003 2002

Fully taxable equivalent total return:
Fixed income securities 5.5% 10.1%
Common stocks 28.6% (21.5)%
Total portfolio 8.7% 5.5%
Duration of fixed income securities 3.3 years 3.2 years
Weighted average credit quality AA AA

THE MORE THAN 30,000 INDEPENDERT INSURANCE AUENLIES THAT
CHDOSE TO SELL PROGRESSIVE. ARE PROVIDED LITH INRNOUATIVE
SYSTEMS THYT MAKE DolNG BUSINESS WITH WS FAST AnD EASY.
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NOTES TD CoNSO U DATED FINANCIAL <TATEMENTS

(DE.CEM'BEL ?\, 2003, 2007 AWD 200 [)

BASIS OF PRESENTWTION - THE AcComPANYING
CONSOULIDATED FINANCUALSTATEMEANTS INCLUDE

THE AccounTd 0F THE. FROLRESSIVE ColpolAToN,
[TS SUBSIDIARIES AND AFFILIATES (THE ComPANY).
THESE. FINANU AL STATEMENTS SHouwd BE
ReAo N colTuNcTIoN WITH THE ComPLETE
CoNSovIDATEL FINAN U AL STHTEMENTS | INCLUDIWr
ComPLETE NoTES TD THE CcornSoUL|pATED FiNAWUAL
STATE MENTS, AS WELL AS MANATEMENTS
DIScUuSSIoON ANY ANALNSIS OF FINANCIAL CoNOY T DA

PWO RESULTS oF o0PERATIONS AND SUPPLEMENTAL.
INFORMATION, wWithcH ACE JNCLUDED 1IN THE
CoMmPANNY 'S 2003 ANNWAL REPORT TO
srhaeerooees, WHicH 1€ ATMACHED AS AN
PPPENDIA  TO THE PRoURESSINE CoRPsRATIONS

200N PRoxY STATEMEAT .



Glenn M. Renwick, President and Chief Executive Officer of The Progres-
sive Corporation, and W. Thomas Forrester, Vice President and Chief
Financial Officer of The Progressive Corporation, have issued the certifica-
tions required by Sections 302 and 906 of The Sarbanes-Oxley Act of 2002
and applicable sEc regulations with respect to the Company’s Annual Report
on Form 1o-K, including the financial statements provided in this Report
and in the 2003 Annual Report to Shareholders, which is attached as an
Appendix in the Company’s 2004 Proxy Statement. Among other matters
required to be included in those certifications, Mr. Renwick and Mr. Forrester
have each certified that, to the best of his knowledge, the financial state-
ments, and other financial information included in the Annual Report on
Form 10-K, fairly present in all material respects the financial condition,
results of operations and cash flows of the Company as of, and for, the
periods presented. See Exhibits 31 and 32 to the Company’s Annual Report on

Form 10-x for the complete Section 302 and 906 Certifications, respectively.

We have audited, in accordance with auditing standards generally accepted
in the United States of America, the consolidated financial statements of
The Progressive Corporation as of December 31,2003 and 2002, and for each
of the three years in the period ended December 31,2003, appearing in The
Progressive Corporation’s 2003 Annual Report, which is attached as an
Appendix to The Progressive Corporations 2004 Proxy Statement (which
statements are not presented herein); and in our report dated January 21,
2004, we expressed an unqualified opinion on those consolidated financial
statements. In our opinion, the information set forth in the accompanying
condensed consolidated balance sheets as of December 31, 2003 and 2002
and the related condensed consolidated statements of income, changes in
shareholders’ equity and cash flows for each of the three years in the period
ended December 31, 2003 is fairly stated, in all material respects, in relation

to the consolidated financial statements from which it has been derived.

Cleveland, Ohio

January 21, 2004

?)
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CoNSoL|Ip ATED

STATEMEATS oF INCOMmE.

(millions—except per share amounts)

For the years ended December 31, 2003 2002 2001
REVENUES
Net premiums earned $ 11,341.0 $ 8,883.5 $ 7,161.8
Investment income 465.3 455.2 413.6
Net realized gains (losses) on securities 12.7 (78.6) (111.9)
Service revenues 41.8 34.3 24.7
Other income' 31.2 — —
Total revenues 11,892.0 9,294.4 7,488.2
EXPENSES
Losses and loss adjustment expenses 7,640.4 6,299.1 5,264.1
Policy acquisition costs 1,249.1 1,031.6 864.9
Other underwriting expenses 1,010.1 874.2 686.9
Investment expenses I1.5 1.5 12.7
Service expenses 25.7 22.0 19.8
Interest expense 95.5 74.6 52.2
Total expenses 10,032.3 8,313.0 6,900.6
NET INCOME
Income before income taxes 1,859.7 981.4 587.6
Provision for income taxes 604.3 314.1 176.2
Net income $ 1,255.4 $ 6673 $ 4114
COMPUTATION OF EARNINGS PER SHARE
Basic:
Average shares outstanding 216.8 219.0 221.0
Per share $ 5.79 $ 3.05 $ 1.86
Diluted:
Average shares outstanding 216.8 219.0 221.0
Net effect of dilutive stock-based compensation 3.7 4.2 4.2
Total equivalent shares 220.5 223.2 225.2
Per share $ 5.69 $ 2.99 $ 1.83

'Represents the interest earned on the income tax refund the Company will receive. See Note 3—Income Taxes, in the Company’s 2003 Annual Report to

Shareholders, for further discussion.

All share and per share amounts were adjusted for the April 22, 2002, 3-for-1 stock split.

See notes to the complete consolidated financial statements included in the Company’s 2003 Annual Report to Shareholders, which is attached as an Appendix

to the Company’s 2004 Proxy Statement.

THE PROGRESSIVE CORPORATION AND SUBSIDIARIES
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CONSOULIDATED BALANCE SHEETS

(millions)
December 31, 2003 2002
ASSETS
Investments:
Available-for-sale:
Fixed maturities, at market (amortized cost: $8,899.0 and $7,409.4) $ 9,133.4 $ 7,712.5
Equity securities, at market:
Preferred stocks (cost: $751.3 and $631.9) 778.8 656.7
Common equities (cost: $1,590.6 and $1,425.3) 1,972.1 1,347.3
Short-term investments, at amortized cost (market: $648.0 and $567.8) 648.0 567.8
Total investments 12,532.3 10,284.3
Cash 12.1 16.9
Accrued investment income 97.4 77-9
Premiums receivable, net of allowance for doubtful accounts of $66.8 and $54.6 2,079.6 1,742.8
Reinsurance recoverables, including $41.4 and $34.8 on paid losses 271.3 215.7
Prepaid reinsurance premiums 114.7 96.7
Deferred acquisition costs 412.3 363.5
Income taxes 81.6 219.2
Property and equipment, net of accumulated depreciation of $476.4 and $392.4 584.7 503.1
Other assets 95.5 443
Total assets $ 16,281.5 $ 13,564.4
LIABILITIES AND SHAREHOLDERS’ EQUITY
Unearned premiums $ 3,894.7 $ 3,304.3
Loss and loss adjustment expense reserves 4,576.3 3,813.0
Accounts payable, accrued expenses and other liabilities 1,290.1 1,190.1
Debt 1,489.8 1,489.0
Total liabilities 11,250.9 9,796.4
Shareholders’ equity:
Common Shares, $ 1.00 par value (authorized 300.0, issued 230.1,
including treasury shares of 13.7 and 12.1) 216.4 218.0
Paid-in capital 688.3 584.7
Unamortized restricted stock (28.9) —
Accumulated other comprehensive income (loss):
Net unrealized appreciation on investment securities 418.2 162.4
Net unrealized gains on forecasted transactions 10.7 1.7
Foreign currency translation adjustment (3-9) (4.8)
Retained earnings 3,729.8 2,796.0
Total shareholders’ equity 5,030.6 3,768.0
Total liabilities and shareholders equity $ 16,281.5 $ 13,564.4

See notes to the complete consolidated financial statements included in the Company’s 2003 Annual Report to Sharcholders, which is attached as an Appendix

to the Company’s 2004 Proxy Statement.

THE PROGRESSIVE CORPORATION AND SUBSIDIARIES




ConNSoL| DATED STATEMENTS 0F CiinninesS

IN sEArelp pee s Eau M

(millions—except per share amounts)

For the years ended December 31, 2003 2002 2001
RETAINED EARNINGS
Balance, Beginning of year $2,796.0 $2,497.4 $2,220.4
Net income 1,255.4 $1,255.4 667.3 § 667.3 411.4 $ 411.4
Cash dividends on Common Shares ($.100,
$.096 and $.093 per share, split effected) (21.7) (21.1) (20.6)
Treasury shares purchased (297.5) (200.7) (112.5)
Capitalization of stock split — (147.0) —
Other, net (2.4) .1 (1.3)
Balance, End of year $3,729.8 $2,796.0 $2,497.4
ACCUMULATED OTHER COMPREHENSIVE
INCOME (LOSS), NET OF TAX
Balance, Beginning of year $ 169.3 $ 125.9 $ 647
Change in unrealized appreciation 255.8 40.9 52.0
Net unrealized gains on forecasted transactions (1.0) 2.5 9.2
Foreign currency translation adjustment .9 — —
Other comprehensive income 255.7 255.7 43-4 43-4 61.2 61.2
Balance, End of year $ 425.0 $ 169.3 $ 1259
Comprehensive Income $ 1,511.1 $ 710.7 $ 472.6
COMMON SHARES, $1.00 PAR VALUE
Balance, Beginning of year $ 218.0 $  73.4 $  73.5
Stock options exercised 2.8 1.2 .8
Treasury shares purchased (5.0) (3.6) (.9)
Restricted stock issued, net of forfeitures .6 — —
Capitalization of stock split — 147.0 —
Balance, End of year $ 216.4 $ 218.0 $  73.4
PAID-IN CAPITAL
Balance, Beginning of year $ 584.7 $ 554.0 $ Srr.2
Stock options exercised 47.2 21.4 25.2
Tax benefits on stock options exercised 44.0 19.3 24.4
Treasury shares purchased (14.3) (10.0) (6.8)
Restricted stock issued, net of forfeitures 26.7 — —
Balance, End of year 688.3 $ 584.7 $ 554.0
UNAMORTIZED RESTRICTED STOCK
Balance, Beginning of year $ — $ — $ —
Restricted stock issued, net of forfeitures (37-3) — —
Restricted stock market value adjustment (2.6) — —
Amortization of restricted stock I1.0 — —
Balance, End of year (28.9) $ — $ —
TOTAL SHAREHOLDERS’ EQUITY $ 5,030.6 $3,768.0 $3,250.7

There are 20.0 million Serial Preferred Shares authorized; no such shares are issued or outstanding There are 5.0 million Voting Preference Shares authorized;

no such shares have been issued.

See notes to the complete consolidated financial statements included in the Company’s 2003 Annual Report to Shareholders, which is attached as an Appendix

to the Company’s 2004 Proxy Statement.
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CoNSOLIDATED STATEMENTS oF CASH FlowS

(millions)

For the years ended December 31, 2003 2002 2001

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,255.4 $ 6673 $ 4114
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 89.3 83.9 81.0
Amortization of restricted stock 11.0 — —
Net realized (gains) losses on securities (12.7) 78.6 111.9
Changes in:
Unearned premiums 590.4 587.6 80.2
Loss and loss adjustment expense reserves 763.3 575.0 251.6
Accounts payable, accrued expenses and other liabilities 124.5 256.6 103.4
Prepaid reinsurance premiums (18.0) (19.1) 18.1
Reinsurance recoverables (55.6) (14.2) 36.2
Premiums receivable (336.8) (245.7) 69.9
Deferred acquisition costs (48.8) (46.9) (6.7)
Income taxes (.1) (65.1) 30.2
Tax benefits from exercise of stock options 44.0 19.3 24.4
Other, net 31.0 34.7 23.0
Net cash provided by operating activities 2,436.9 1,912.0 1,234.6

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases:
Available-for-sale: fixed maturities (9,491.6) (7,924.9) (4,935.2)
equity securities (771.2) (680.7) (1,696.0)
Sales:
Available-for-sale: fixed maturities 7,189.3 5,823.3 3,335.5
equity securities 337.-8 412.0 1,436.3
Maturities, paydowns, calls and other:
Available-for-sale: fixed maturities 779.2 594.0 451.9
equity securities 91.7 — 135.9
Net purchases of short-term investments (80.2) (340.4) (40.6)
Net unsettled security transactions (37.1) 115.3 (95-3)
Purchases of property and equipment (171.1) (89.9) (74.9)
Net cash used in investing activities (2,153.2) (2,091.3) (1,482.4)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from exercise of stock options 5o.0 22.6 26.0
Proceeds from debt — 398.6 365.4
Payments of debt — (.8) (.5)
Dividends paid to shareholders (21.7) (21.1) (20.6)
Acquisition of treasury shares (316.8) (214.3) (120.2)
Net cash provided by (used in) financing activities (288.5) 185.0 250.1
Increase (decrease) in cash (4.8) 5.7 2.3
Cash, Beginning of year 16.9 1.2 8.9
Cash, End ofyear $ 12.1 $ 16.9 $ I1.2

See notes to the complete consolidated financial statements included in the Company’s 2003 Annual Report to Shareholders, which is attached as an Appendix
to the Company’s 2004 Proxy Statement.
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SAFE HARBoR AND CORPoRATE [RNFoRMATION

Common Shares The Progressive Corporations
Common Shares (symbol PGR) are traded on the
New York Stock Exchange. Dividends are cus-
tomarily paid on the last day of each quarter. The
2004 quarterly dividend record dates, subject to
Board approval, are as follows: March 12, June 11,

September 10 and December ro.

Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995:
Statements in this Summary Annual Report that are not historical fact are
forward-looking statements that are subject to certain risks and uncertain-
ties that could cause actual events and results to differ materially from those
discussed herein. These risks and uncertainties include, without limitation,
uncertainties related to estimates, assumptions and projections generally;
inflation and changes in economic conditions (including changes in inter-
est rates and financial markets); the accuracy and adequacy of the Company’s
pricing and loss reserving methodologies; pricing competition and other
initiatives by competitors; the Company’s ability to obtain regulatory
approval for requested rate changes and the timing thereof; the effectiveness
of the Company’s advertising campaigns; legislative and regulatory devel-
opments; the outcome of litigation pending or that may be filed against
the Company; weather conditions (including the severity and frequency of
storms, hurricanes, snowfalls, hail and winter conditions); changes in driving
patterns and loss trends; acts of war and terrorist activities; court decisions
and trends in litigation and health care and auto repair costs; and other
matters described from time to time by the Company in releases and pub-
lications, and in periodic reports and other documents filed with the United
States Securities and Exchange Commission. In addition, investors should
be aware that generally accepted accounting principles prescribe when a
company may reserve for particular risks, including litigation exposures.
Accordingly, results for a given reporting period could be significantly
affected if and when a reserve is established for a major contingency. Reported

results may therefore appear to be volatile in certain accounting periods.

STOCK PRICE
RATE || DIVIDENDS
OF PER
QUARTER HIGH LOW CLOSE RETURN SHARE
2003
I $60.41 $ 46.25 § 59.31 § .o025
2 76.38 59.66 73.10 .025
3 75.81 64.25 69.11 .025
4 84.68 69.11 83.59 .025
$84.68 $46.25 $ 83.59 68.7%| § .100
2002
I $55.80 $46.75 $ 55.54 § .023
2 60.49 54.64 57.85 .023
3 57.77 44.75 50.63 .025
4 58.30 48.79 49.63 025
$60.49 $44.75 $ 49.63 (.1)%| § .096




Annual Meeting The Annual Meeting of Share-
holders will be held at the offices of The Progressive
Corporation, 6671 Beta Drive, Mayfield Village,
Ohio 44143 on April 16, 2004, at 10 a.m. eastern
time. There were 4,103 shareholders of record on

December 31, 2003.

Principal Office The principal office of The Pro-
gressive Corporation is at 6300 Wilson Mills
Road, Mayfield Village, Ohio 44143.

Phone: 440-461-5000

Web site: progressive.com

Toll-Free Telephone Number For assistance after an
accident or to report a claim, 24 hours a day, 7 days
aweek, call: 1-800-PROGRESSIVE (1-800-776-4737).

To check rates available to you from Progressive
and other leading auto insurance companies,
call: 1-800-PROGRESSIVE (1-800-776-4737) Or Visit:

progressive.com.

For 24 Hour Customer Service, call: 1-8o0-
PROGRESSIVE (1-800-776-4737)

Counsel Baker & Hostetler Lrp, Cleveland, Ohio

Transfer Agent and Registrar If you have questions
about a specific stock ownership account, write
or call: National City Bank, Corporate Trust Op-
erations, Dept. 5352, 4100 W. 150th St., Cleveland,
Ohio 44135. Phone: 1-800-622-6757.

Charitable Contributions Progressive supports
qualified not-for-profit organizations working
to reduce the human trauma and economic cost
of auto accidents. In addition, The Progressive
Insurance Foundation, established in December
2001, will contribute to qualified tax-exempt
organizations that are financially supported by

Progressive ernployees.

Interactive Annual Report The Progressive Corpor-
ation’s 2003 Annual Report, in an interactive format,

can be found at: progressive.com /annualreport.

Corporate Governance The Company’s Corporate Governance guidelines and
Board committee charters are available at: progressive.com/governance, or may
be requested in print by writing to: The Progressive Corporation, Investor
Relations, 6300 Wilson Mills Road, Box w33, Mayfield Village, Ohio 44143.

Accounting Complaint Procedure Any ernployee or other interested party
with a complaint or concern regarding accounting, internal account-
ing controls or auditing matters relating to the Company may report
such complaint or concern directly to the Chairman of the Audit

Committee, as follows:

Philip A. Laskawy, Audit Committee Chairman, c¢/o Ernst & Young,
5 Times Square, New York, New York 10036, Phone: 212-773-1300, e-mail:
philip_laskawy@progressive.com

Any such complaint or concern also may be reported anonymously over
the following toll-free Alert Line: 1-800-683-3604. The Company will not
retaliate against any individual by reason of his or her having made such
a complaint or reported such a concern in good faith. View the complete

procedures at progressive. com /governance.

Whistleblower Protections The Company will not retaliate against any officer
or employee of the Company because of any lawful act done by the employee
to provide information or otherwise assist in investigations regarding conduct
that the employee reasonably believes to be a violation of Federal Securities
Laws or of any rule or regulation of the Securities and Exchange Commis-
sion or Federal Securities Laws relating to fraud against shareholders. View

the complete Whistleblower Protections at progressive.com/governance.

Shareholder/Investor Relations The Progressive Corporation does not main-
tain a mailing list for distribution of shareholders’ reports. To view Progressive’s
publicly filed documents, shareholders can access the Company’s Web
site: progressive.com/sec. To view its earnings and other releases, access

progressive.com /investors.

To request copies of public financial information on the Company, write
to: The Progressive Corporation, Investor Relations, 6300 Wilson Mills
Road, Box w33, Mayfield Village, Ohio 44143, e-mail: investor_relations@
progressive.com or call: 1-440-395-2258.

For financial-related information, call: 1-440-395-2222 or e-mail:

investor_relations@progressive. com.

For stock ownership account information, call: National City Bank at
1-800-622-6757.

For all other Company information, call: 1-440-461-5000 or e-mail: webmaster

@progressive.com.
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Milton N. Allen">®
Consultant, Director
and Trustee,

Profit and Not-for-
profit Organizations

B. Charles Ames"*
Partner,

Clayton, Dubilier &
Rice, Inc.
(investment banking)

Charles A. Davis***
Chairman and Chief
Executive Officer,
MMC Capital, Inc.
(private equity
investing)

Stephen R. Hardis>*>¢
Chairman of the
Board,

Axcelis

Technologies, Inc.
(manufacturing)

Bernadine P Healy, M.D*¢
Medical & Science
Columnist, U.S.

News & World Report,
(publishing)

formerly President

and Chief Executive
Officer,

American Red Cross
(emergency services)

Jeftrey D. Kelly**
Executive Vice
President and Chief
Financial Officer,
National City
Corporation
(commercial banking)

Philip A. Laskawy"*
formerly Chairman
and Chief Executive
Officer,

Ernst & Young LLP
(professional services)

Peter B. Lewis®
Chairman of the
Board

Interested parties have the ability to contact

non-management directors as a group by send-

ing a written communication clearly addressed

to the non—management directors or any one

of the following:
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Norman S. Matthews***
Consultant,

formerly President,
Federated Department
Stores, Inc.

(retailing)

Glenn M. Renwick?
President and Chief
Executive Officer

Donald B. Shackelford*®
Chairman,

Fifth Third Bank,
Central Ohio
(commercial banking)

Bradley T. Sheares, Ph.D.*
President,

U.S. Human Health
Division of Merck

& Co.,, Inc.

(health care)

'Audit Committee member
’Executive Committee member

*Compensation Committee
member

“Investment and Capital
Committee member

*Nominating and Governance
Committee member

*Independent director

Peter B. Lewis
Chairman

Glenn M. Renwick
President and Chief
Executive Officer

W. Thomas Forrester
Vice President and Chief
Financial Officer

Charles E. Jarrett
Vice President, Secretary

and Chief Legal Officer

Thomas A. King
Vice President and
Treasurer

Jeffrey W. Basch
Vice President and Chief
Accounting Officer

Peter B. Lewis, Chairman of the Board, The Progressive Corporation,

6300 Wilson Mills Road, Mayfield Village, Ohio 44143 or e-mail:

peter_lewis@progressive. com.

Philip A. Laskawy, Chairman of the Audit Committee, The Progressive

Corporation, c/o Ernst & Young, 5 Times Square, New York, New York

10036 or e-mail: philip_laskawy@progressive.com.

Charles E. Jarrett, Corporate Secretary, The Progressive Corporation, 6300

Wilson Mills Road, Mayfield Village, Ohio 44143 or e-mail: chuck_jarrett

@progressive.com.

The recipient will forward communications so received to the non-

management directors.
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