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PROGRESSIVE

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD APRIL 21, 2006

Notice is hereby given that the Annual Meetifigbareholders of The Progressive Corporationlvélheld at 6671 Beta Drive, Mayfield
Village, Ohio, on Friday, April 21, 2006, at 10:80m., Cleveland time, for the following purposes:

1. To elect four directors

2. To approve an amendment to the Company’s Aledrticles of Incorporation to increase the nunfe
authorized Common Shares from 600,000,000 to 900000;

3. To ratify the appointment of Pricewaterhousegers LLP as the Compagyihdependent registered pul
accounting firm for 2006; ar

4. To transact such other business as may properlg ¢@fore the meetin

Only shareholders of record at the close ofrfimes on February 22, 2006, will be entitled togeotif and to vote at said meeting or any
adjournment thereof.

By Order of the Board of Directors.

Charles E. JarretSecretary

March , 2006

Shareholders who do not expect to attend the meetirin person are urged to date and sign the enclos@doxy and return it in the
enclosed postage-paid envelope.
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THE PROGRESSIVE CORPORATION
PROXY STATEMENT

This statement is furnished in connection il solicitation of proxies for use at the Annuaéfing of Shareholders of The Progressive
Corporation, an Ohio corporation (“Company”), tohedd at 10:00 a.m., Cleveland time, on Friday,ilApt, 2006, at 6671 Beta Drive,
Mayfield Village, Ohio 44143, and at any adjourningrereof. This statement, the Company’s AnnualdRigje Shareholders for the fiscal
year ended December 31, 2005, which is attachextdhas an Appendix, and the accompanying proxyheilbent to shareholders on or ak
March 6, 2006.

The close of business on February 22, 2006béas fixed as the record date for the determinatf@hareholders entitled to notice of and
to vote at the meeting. At that date, the Compaad/dutstanding @oom Shares, each of which will be entitled to one
vote.

ITEM 1: ELECTION OF DIRECTORS

The Company’s Code of Regulations providesttmanumber of directors shall be fixed at no fethan five or more than twelve. The
number of directors has been fixed at twelve apdetlare currently eleven directors on the Boaré. Chde of Regulations provides that the
directors are to be divided into three classesasiyiequal in number as possible and that thesetaare to be elected for staggered terms of
three years each. Directors of one class are dlacteually. At the Annual Meeting, the shares repnéed by the proxies obtained hereby,
unless otherwise specified, will be voted for thexgon as directors of the four nominees namedweéach to serve for a thrgear term an
until his or her successor is duly elected andified! If, by reason of death or other unexpectecuorence, any one or more of the nominees
named below is not available for election, the pFexvill be voted for such substitute nomineefsaniy, as the Board of Directors may
propose.

Based upon a recommendation from the NominatirdyGovernance Committee, the Board has nomina&fbur nominees named below
for reelection to the Board. Proxies cannot be datiethe Annual Meeting for a greater number opes than the four nominees named in
this proxy statement. No shareholder nominationshfe election of directors have been receivediwithe time period required by Section
of Article Il of the Company’s Code of Regulatiomspursuant to the Company’s Shareholder-Proposedii@ate Procedures discussed
below.

If written notice is given by any shareholdettie President, a Vice President or the Secretairjess than 48 hours before the time fixec
holding the Annual Meeting that he or she desinas the voting for election of directors shall henulative, and if an announcement of the
giving of such notice is made at such meeting leyGhairman or Secretary or by or on behalf of treeholder giving such notice, each
shareholder shall have the right to cumulate sutimg power as he or she possesses at such elactibto give one nominee a number of
votes equal to the number of directors to be etkwtaltiplied by the number of shares he or shedyaldto distribute such number of votes
among two or more nominees, as he or she sedsffie enclosed proxy is executed and returnedvatidg for the election of directors is
cumulative, the persons named in the enclosed prilkrave the authority to cumulate votes and dtevthe shares represented by such
proxy, and by other proxies held by them, so ssdot as many of the four nominees named belovossilpie.

Pursuant to the Company’s Corporate GovernantegeBnes, if a nominee for director receives lggm a majority of the votes cast in an
uncontested election, although the nominee isedeas$ a director under Ohio law, he or she is drgddo tender his or her resignation to the
Board. The Nominating and Governance Committeeamitisider the resignation offer and recommendedtbard whether to accept or rej
it. The




Board will then make the final decision whetheatwept or reject the tendered resignation basedl time facts and circumstances then
presented.

The Board currently has one vacancy. Under ihde®f Regulations, the Board has the right totelewew director to fill such a vacancy,
but the new director so elected would serve a teahexpires on the date of the next shareholdeeting at which directors are to be elec
Class assignments would be made so that the diseate distributed among the several classes aly memally as possible. No decision has
been made to fill the vacancy, nor has the Nonmigadind Governance Committee recommended, or thelBetected, any candidates to fill
the vacancy.

The following information is set forth with resg to each person nominated for election as atdireand for those directors whose terms
will continue after the Annual Meeting. Unless athise indicated, each such nominee or directoiedd the principal occupation indicated
for more than the last five years. Each such noelis€urrently a director of the Company.

Nomineesfor Election at the Annual Meeting

Name, Age, Principal Occupation and Last Five YearBusiness Director Term
Experience Since Expires
Stephen R. Hardis (1), Age 70 198¢ 200¢

Lead Director, Axcelis Technologies, Inc., BeveMassachusetts
(semiconductor equipment manufacturing) since M2§52 Chairman of the
Board, Axcelis Technologies, Inc. prior to May 2005

Philip A. Laskawy (2), Age 64 2001 200¢
Retired since September 2001; Chairman and Chiet@ive Officer, Ernst ¢

Young LLP, New York, New York (professional senagerior to September

2001

Norman S. Matthews (3), Age ~ 1981 200¢
Consultant, New York, New York




Name, Age, Principal Occupation and Last Five YearBusiness
Experience

Director
Since

Term
Expires

Bradley T. Sheares, Ph.D. (4), Age 49

President, U.S. Human Health Division of Merck & Qaoc., Whitehouse
Station, New Jersey (pharmaceutical products andces) since March 2001;
Vice President, Hospital Marketing and Sales, Bi@&nan Health Division of
Merck & Co., Inc. prior to March 2001

Directors Whose Terms Will Continue after the Annual Meeting

Name, Age, Principal Occupation and Last Five YearBusiness
Experience

200¢

Director
Since

200¢

Term
Expires

Peter B. Lewis, Age 72
Non-Executive Chairman of the Board of the Compangesiklarch 2003;
Executive Chairman of the Board prior to March 2003

Patrick H. Nettles, Ph.D. (5), Age 62

Executive Chairman of the Board of Directors, Ci@uaporation, Linthicum,
Maryland (telecommunications) since May 2001; CEirécutive Officer of
Ciena prior to May 2001; Chairman of the Board @@ from October 2000
to May 2001

Glenn M. Renwick (6), Age 50

President and Chief Executive Officer of the Conypdresident, Chairman
the Board and Chief Executive Officer of ProgresBasualty Insurance
Company prior to March 2004

Donald B. Shackelford (7), Age 73
Chairman of the Board, Fifth Third Bank, Centrali@©fsuccessor to State
Savings Bank), Columbus, Ohio (commercial bank)

196¢

200¢

199¢

197¢

2007

2007

2007

2007






Name, Age, Principal Occupation and Last Five YearBusiness Director Term
Experience Since Expires

Charles A. Davis (8), Age 57 199¢ 200¢
Chief Executive Officer, Stone Point Capital LLCre8nwich, Connecticut

(global private equity firm) since June 2005; Chrain and Chief Executive

Officer, MMC Capital, Inc., New York, New York (gbal private equity firm)

prior to June 2005; Vice Chairman, Marsh & McLeni@ompanies, Inc., Ne

York, New York (financial services) prior to Deceent2004

Bernadine P. Healy, M.D. (9), Age 61 200z 200¢
Medical & Science Columnist, U.S. News & World Repd®Vashington, D.C.

(publishing) since September 2002; President andf&xecutive Officer,

American Red Cross, Washington, D.C. (emergenayices) prior to

December 2001

Jeffrey D. Kelly, Age 52 200( 200¢
Chief Financial Officer, National City Corporati¢fNCC"), Cleveland, Ohio

(commercial banking); Vice Chairman of NCC sincec®maber 2004;

Executive Vice President of NCC prior to Decemb@d2

(1) Mr. Hardis is also a director of Nordson Cagion, Lexmark International, Inc., American Giags Corporation, STERIS Corporation
and Marsh & McLennan Companies, Inc., as well asefix Technologies, In

(2) Mr. Laskawy is also a director of General Motorgitwation, Loews Corporation, Henry Schein, Ind &ap Gemini S.A
(3) Mr. Matthews is also a director of Finlay Enterpssinc. and Henry Schein, Ir

(4) Dr. Sheares is also a director of Honeywell Intéamel, Inc.

(5) Dr. Nettles is also a director of Axcelis Technaoésy Inc., as well as Ciena Corporati

(6) Mr. Renwick is also an officer and director of atlsebsidiaries of the Company and a director oéifvisinc.

(7) Mr. Shackelford is also a director of Diamond Hiilvestment Group, Inc

(8) Mr. Davis is also a director of Media General, Jiderchants Bancshares, Inc. and AXIS Capital HgdiLimited.

(9) Dr. Healy is also a director of Ashland Inc., NatbCity Corporation and Invacare Corporati
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OTHER BOARD OF DIRECTORS INFORMATION
Board of Directors Independence Standards and Deterinations

The Board of Directors has approved categoie@pendence standards which, if satisfied by ecthir, will permit a determination that
such director is independent for purposes of the Merk Stock Exchange (NYSE) Listing Standards. &inthe Company’s standards, an
individual director may be determined to be “indeghent” only if he or she satisfies each of thedwihg requirements:

* He or she is not currently an officer or employééhe Company or any of its subsidiaries, and fren an
officer or employee of the Company or any of itesdiaries at any time during the past three (3yyeFor
purposes of this requirement, “officer” does naiule a non-executive Chairman of the Board whatherwise
independent under these standa

* No member of his or her immediate family is an exee officer of the Company or has been an exeeudificer
of the Company at any time during the past thr¢eg€ars.

* Neither he or she, nor any member of his or hereatiate family, receives, or has received duringtargive
(22) month period within the past three (3) yearsre than $100,000 in direct compensation fromQbmpany or
any of its subsidiaries, other than (i) retaineit areeting fees and equity grants for service dseatdr, and
(i) pension or other forms of deferred compensafar prior service (provided such compensationatscontingent
on continued service). For purposes of this reguar®, compensation received by an immediate faméynber for
service as an employee of the Company (other tham a&xecutive officer) will not be consider

* He or she (i) is not currently a partner or empéogéa firm that is the Company’s internal or extdrauditor, and
(i) was not at any time within the past threey8ars a partner or employee of such a firm whoqrerléy worked
on the Compar’s audit during that time

* No member of his or her immediate family (i) isr@ntly a partner in a firm that is the Comp’s internal or
external auditor, (ii) is currently an employeesath firm who participates in the firm’s audit, @&ssce or tax
compliance (but not tax planning) practice, o)) (Nes at any time within the past three (3) yegrargner or
employee of such firm and personally worked onGbenpany’s audit during that time. For purposei t
paragraph only, an “immediate family member” wilciude only a spouse, minor child or stepchildamadult
child or stepchild sharing a home with the direc

* Neither he or she, nor any member of his or hereatiate family, is or has been at any time durirgggast thre
(3) years, employed as an executive officer of lm@otompany where any of the present executiveasffiof the
Company at the same time serves or served on thpatsation committee of such other compi

* Neither he or she, nor any member of his or hereaiate family, has a direct business or othericelahip with the
Company or any of its subsidiaries (as a lawyemsatiant or otherwise), other than as a directathefCompany, ¢
has had any such business or other relationshipthét Company at any time during the past thregdajs. For
purposes of this requirement, service by an imnted&amily member as an employee of the Companye(dtian a
an executive officer) will not compromise the dia’s independenci

* Neither he or she, nor any member of his or heredtiate family, is a member of or of counsel to kwy firm that
the Company has retained during the last fiscal gearoposes to retain during the current fisery

* Neither he or she, nor any member of his or hereatiate family, is a partner or executive officeraoly investmer
banking firm that has performed services for thenany (other than as a participating underwritex gyndicate)
during the last fiscal year or that the Companypses to have perform such services during thecufiscal year
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* He or she is not a current employee of, and no neemwibhis or her immediate family is a current ake® officer
of, and neither he or she nor any member of hiseoimmediate family holds a one percent (1%) eatgr equity
interest in, any other company or organization bz, or has had at any time within the past t{8ggears, a
material business or other relationship with thenBany or any of its subsidiaries. For purposesigfdtandard, a
relationship will be deemed to be material if tb&at amount of the payments made or received by thmapany or
any of its subsidiaries in connection with suchibess or other relationship during the relevartdiyear was, or
for the current fiscal year is expected to be, ntbam the greater of (1) $1 million or (2) two pemt(2%) of the
consolidated gross revenues of such other el

Contributions by the Company to a charitablean-profit organization in which a director or lisher spouse serves as a director, trustee
or executive officer or in an equivalent positioill e deemed immaterial under the Company’s stedgld the Company’s contributions to
such organization in any calendar year do not ek§2&,000 (excluding matching gifts made by ThegRessive Insurance Foundation in
response to employee contributions to such orgtaigalf the Company makes annual contributionsness of the stated amount to any
such organization, the effect, if any, on the dwes independence will be considered on a casedsg basis.

The materiality of any other relationships v determined by a disinterested majority of doexbn a case-by-case basis. Material
relationships can include commercial, industrialnking, consulting, legal,
accounting, charitable and familial relationshigsgong others. The ownership of even a significemdunt of stock, by itself, however, is not
a bar to a finding of independence.

The Board of Directors has considered the indépece of each of the directors under the foregsiagdards and, based on such
considerations and the recommendations of the Natmigpand Governance Committee of the Board ofddimes, and after due inquiry into
the facts and circumstances of each director’'siogiships with the Company (if any), has determittet each of the following directors
(i) satisfies the Company'independence standards as described aboveagindrelationship with the Company or its subsieisaor with an'
charitable organization that received a contribufrom the Company, which would require an indidtidetermination as to such director’s
independence, and (iii) is independent under tipdicgble NYSE Listing Standards:

Charles A. Davit
Stephen R. Hardi
Bernadine P. Healy, M.L
Jeffrey D. Kelly

Philip A. Laskawy
Norman S. Matthew
Patrick H. Nettles, Ph.L
Donald B. Shackelfor
Bradley T. Sheares, Ph.

Mr. Peter B. Lewis, the Company’s Chairman @& Board, terminated his employment with the Compariyebruary 2003, and the Board
has not yet considered his independence under NY&iEg Standards or the Company’s categoricalddaas. Mr. Glenn M. Renwick is not
independent by virtue of his position as the Comgfsacurrent President and Chief Executive Officer.
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Meetings of the Board of Directors and Attendance
Six meetings of the Board of Directors were tahlding 2005.

Pursuant to the Company’s Corporate GovernangeeBnes, directors are expected to attend theamy's Annual Meeting of
Shareholders. Normally, a meeting of the Board béllscheduled to coincide with the Annual Meetif§loareholders. The Company’s 2005
Annual Meeting of Shareholders was attended bylabf the Company’s current directors. A full cagfthe Company’s Corporate
Governance Guidelines can be found on the Compafigls site at progressive.com/governance, or magdpgested in print by writing to:
The Progressive Corporation, Investor Relation®08&/iIson Mills Road, Box W33, Mayfield Village, @h44143.

All 11 current directors were on the Board thgbaut 2005. Nine of them attended 100% of 2005 imgef the Board and the Committees
on which they served. One director missed one Boweting and one Committee meeting; another diresissed one Committee meeting
and two regularly scheduled Committee conferendle. @il directors attended more than seventy-fdegcent (75%) of their scheduled
meetings.

Meetings of the Non-Management Directors

Pursuant to the Company’s Corporate GovernantgeBnes, the Company’s non-management directerst in executive session at least
quarterly. The Chairman of the Board, provided tteabr she is not an executive officer of the Comyparesides at these meetings. In the
event that a non-executive Chairman is not avaléblead these meetings, the presiding directadavioe chosen by the non-management
directors. In 2005, the non-management directotsimexecutive session five times. Mr. Peter B. Isswhe non-executive Chairman of the
Board, presided at each of those meetings.

In addition, if there is at least one directoramg the non-management directors who does not timeetiteria for independence required by
the NYSE, the independent non-management direstarsld meet in executive session at least onceadlgniihe independent non-
management directors met in executive sessionbnuaey 2006.

Board Committees

The Board has named an Executive Committee,watit £ommittee, an Investment and Capital Commitge€ompensation Committee, i
a Nominating and Governance Committee, as deschbkxv. The complete written charters for eacthef€Committees can be found on the
Company’s Web site at progressive.com/ governasroeay be requested in print by writing to: Thed?assive Corporation, Investor
Relations, 6300 Wilson Mills Road, Box W33, May#éléVillage, Ohio 44143.

Executive Committee

Messrs. Hardis, Kelly, Lewis (Chairman) and R&kvare the current members of the Board’s Exeeutemmittee, which exercises all
powers of the Board between Board meetings, exbegbower to fill vacancies on the Board or its @Quittees. During 2005, the Executive
Committee did not meet, but adopted resolutiong/iiften action pursuant to Ohio corporation lawsixoccasions.

Audit Committee

Mr. Laskawy (Chairman) and Drs. Nettles and &mare the current members of the Board’s Audih@dtee, which assures that the
organizational structure, policies, controls anstems are in place to monitor performance. The 0dmmittee monitors the integrity of the
Company’s financial statements, the Company’s fir@nmeporting processes and internal control divemcial reporting, compliance by the
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Company with legal and regulatory requirementsthedoublic release of financial information. Then@uittee also is responsible for
confirming the independence of, and for the appoantt, compensation, retention and oversight ofathik of, the Company’s independent
accountant. The Committee provides an independemire! to receive appropriate communications frampleyees, shareholders, auditors,
legal counsel, bankers, consultants and otherested parties. The Board of Directors has detemiingt each of the members of the Audit
Committee has no relationship to the Company tregt mterfere with the exercise of his independdnme management and the Company,
and is independent as defined in the applicablenr@&s and Exchange Commission (“SE@l)es and NYSE Listing Standards. During 2(
the Audit Committee met in person four times andipi@ated in four conference calls to review then@pany’s financial and operating
results.

Audit Committee Financial Expert. The Board of Directors has determined that Mr.ipHl. Laskawy, the Chairman of the Audit
Committee, is an audit committee financial expastthat term is defined in the applicable SEC i#iprs, and that he has accounting or
related financial management expertise, as reqbiyatie NYSE Listing Standards. Mr. Laskawy is axfer Chairman and CEO of Ernst &
Young LLP, and is a member or chairman of the acmlitmittees of four other public companies.

The Board has determined that through apprapedtcation and experience, Mr. Laskawy has demadedtthat he possesses the following
attributes:

» An understanding of accounting principles generatlgepted in the United States of America and Giredn
statements

* The ability to assess the general application ohgrinciples in connection with the accountingdstimates,
accruals and reserve

» Experience preparing, auditing, analyzing or eviahggafinancial statements that present a breadtherel of
complexity of accounting issues that are geneliyparable to the breadth and level of complexiat tan
reasonably be expected to be raised by the Compéingncial statements, or experience actively sugieg one o
more persons engaged in such activil

» An understanding of internal control over financigborting; anc
* An understanding of audit committee functio

Effectiveness of Mr. Philip A. Laskawy. The Board of Directors does not have a policy limgtthe number of public company audit
committees on which a director may serve. Mr. P Laskawy, the Chairman of the Audit Committalso serves on the audit committees
of four other public companies. The Board has deitezd, however, that Mr. Laskawy’s simultaneouwiseron multiple audit committees
does not impair Mr. Laskawy’s ability to serve etfgely on the Company’s Audit Committee. Amongetifactors, the Board considered
that, since he was appointed as Chairman of thét @anmittee in April 2003, Mr. Laskawy has: paipiated in the planning of Committee
meetings; actively led the Committee’s meetinga professional and efficient manner, asking insidlipuestions, covering all agenda items
and reporting effectively to the Board; consultegtifiently with the Company’s inside and outsideitausiregarding accounting and financial
reporting matters, including the Company’s comp@with internal control review and reporting regaients under Section 404 of the
Sarbanes-Oxley Act of 2002 and applicable SEC egiguis; and helped lead the Company’s compliantie ether provisions of the
Sarbanes-Oxley Act, SEC regulations and NYSE Lgs8tandards and the periodic review and updatirigeoCommittee’s Charter. The
Board believes that Mr. Laskawy’s participationtbe audit committees of four other public compamielanced, and likely will continue to
enhance, his knowledge and understanding of thimnasbilities and functioning of audit committeasgeneral, the issues faced by such
committees and various approaches to accountimgndial reporting, internal control, compliance aodporate governance matters. The
Board determined that Mr. Laskawy’s professionagrgetic and thorough approach to the Chairmartiesiuas
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well as the auditing, accounting and financial répg experience that he possesses, are signifimmfits to the Committee and to the
Company.

Investment and Capital Committee

Messrs. Hardis, Kelly (Chairman) and Shackelfamel the current members of the Board’s InvestrardtCapital Committee, which
monitors and advises the Company on its investmedtcapital management policies. During 2005, tivedtment and Capital Committee
met four times.

Compensation Committee

Messrs. Davis (Chairman) and Matthews and DalyHare the current members of the Board’s CompgeEms&ommittee, which reviews
and approves the Company’s equity and other conapiensplans and awards made thereunder and motfi@speration of the Company’s
compensation programs, including the various cashstock incentive programs in which directors,centiwe officers and/or employees of
Company participate. The Compensation Committeecsgs the compensation of the CEO and other exaxafficers, including the
formulae and the performance criteria and objestfee determining the incentive compensation thay tme earned by such executives under
those plans. The Board has determined that eattte shembers of the Committee is independent urmdicable NYSE Listing Standards.
During 2005, the Compensation Committee met fiwee and adopted resolutions by written action @nsto Ohio corporation law on five
occasions.

Nominating and Governance Committee

Messrs. Davis, Hardis and Matthews (Chairmaatlae current members of the Board’s Nominating@odernance Committee and have
been determined by the Board to be independergfased in the applicable NYSE Listing Standardse Tommittee considers the
qualifications of individuals who are proposed asgible nominees for election to the Board and ma&eommendations to the Board with
respect to such possible nominees, and corporatrigance issues.

The Committee continued to work with an exeausearch firm during 2005 to assist in identifyamgl evaluating potential nominees for
director. The search firm was retained in 2004lemtify and narrow the pool of potential nomindesnvestigate potential nominees’
willingness to serve and otherwise to investigaie make recommendations to the Committee on teatglbackground or other factors
entering into the Committee’s consideration of ptisd nominees.

The Committee also regularly reviews the Compa@yrporate Governance Guidelines and relatedemsatb ensure that they continue to
correspond to the Board’s governance philosophg. CGbmmittee considers and, where appropriate, reends to the Board for approval,
changes to the Corporate Governance Guidelinesl lmssuggestions from Board members or managei@aring 2005 and early 2006, the
Committee recommended, and the Board approvedolibaving significant changes to the Corporate Goamce Guidelines: limitations on
the number of outside board positions that diresctoay hold; minimum stock ownership guidelinesdimectors; and a majority withheld
votes policy for directors.

During 2005, the Nominating and Governance Catemimet four times. The Committee regularly rexddwhe qualifications of potential
candidates for the Board. In addition, the Comnaitecommended the four nominees named above, éadiom is currently a director, for
reelection to the Board.

Shareholder-Proposed Candidate Procedures. Pursuant to the Nominating and Governance Comristielearter, the Board has adopted a
policy of considering director candidates who @eommended by shareholders of the Company. Iniaddihe Committee has adopted
Procedures for Shareholders to Propose Candidat&irectors (the “Shareholder-Proposed Candidated®iures” or “Procedures”).
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Any shareholder desiring to propose a candifiatelection to the Board under these Procedurgsduao by mailing to the Company’s
Secretary a written notice identifying the candédathe written notice must also include the suppgiinformation required by the
Shareholder-Proposed Candidate Procedures, whichecéound in the complete text of the Procedurethe Company’s Web site at
progressive.com/governance. The notice and suppgadriformation should be sent to the Secretarhafallowing address:

Charles E. Jarrett, Secret:
The Progressive Corporatis
6300 Wilson Mills Roac
Mayfield Village, Ohio 4414:

Upon receipt, the Secretary will forward to tbemmittee the notice and the other information fated.

The nominating shareholder may also includeaddjtional information that the shareholder belgigerelevant to the Committee’s
consideration of the candidate. If a shareholdep@ses a candidate without submitting all of thredoing items, the Committee, in its
discretion, may reject the proposed candidate,estquore information from the nominating sharehgldeconsider the proposed candidate
while reserving the right to request more informatiln addition, the Committee may further limithahareholder to one (1) proposed
candidate in any calendar year and may refusertsider any additional candidate(s) proposed by shaheholder or its affiliates during the
calendar year.

Shareholders may propose candidates to the Cibpenpiursuant to the Shareholdoeposed Candidate Procedures at any time. How
be considered by the Committee in connection viithGompany’s next Annual Meeting of Shareholdeesdim April of each year), the
Secretary must receive the shareholder’s proposhthee information required above on or before Molver 30th of the year immediately
preceding such Annual Meeting.

It is the policy of the Committee to review ashluate each candidate for nomination submitteshayeholders in accordance with the
Shareholder-Proposed Candidate Procedures onntelsasis as candidates that are suggested by thpadg’s Board members, executive
officers or other sources, which may include prsi@sal search firms retained by the Committee. Chmmittee will give strong preference
to candidates that are likely to be deemed indegetrfdom the Company under SEC and NYSE rulesofshareholder-proposed candidates,
the Committee may give more weight to candidates are unaffiliated with the shareholder proposimgjrtnomination and to candidates
who are proposed by long-standing shareholderssigthificant share ownership (i.e., greater thandf¥e Companyg Common Shares th
have been owned for more than 2 years).

In considering director nominations, the Comedtwill consider: the current composition of theaBband how it functions as a group; the
talents, personalities, strengths and any weaksegsairrent Board members; the value of contringimade by individual Board members;
the need for a person with specific skills, expsees or background to be added to the Board; aaijadle or anticipated vacancies due to
retirement or other reasons; and other factorsiwimiay enter into the nomination decision. Uponekjgiration of a director’s term on the
Board, that director will be given preference fomination when the director indicates his or hdlimgness to continue serving and, in the
Committee’s judgment, the director has made afilay to continue to make a significant contritartito the Board and the Company.

When considering an individual candidate’s siiiity for the Board, the Committee will evaluatach individual on a case-by-case basis.
The Committee does not prescribe minimum qualifocest or standards for directors, but instead Idokslirectors who have demonstrated
ability to satisfy the fundamental criteria settfoin the Committee’s Charter — integrity, judgmergmmitment, preparation, participation
and contribution. In addition, the Committee wilkiew the extent of the candidate’s demonstrateélence and success in his or her chosen
business, professional or other career and this skitl talents which the candidate
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would be expected to add to the Board. The Comenittay choose, in individual cases, to conductwigers with the candidate and/or
contact references, business associates, other engmwibboards on which the candidate serves or affy@opriate persons to obtain
additional information. Such background inquiriegynalso be conducted, in whole or in part, on then@ittee’s behalf by third parties, such
as professional search firms. The Committee wikenigs determinations on whether to nominate aividdal candidate based on the Board’
then-current needs, the merits of such candidatetenqualifications of other available candidatea.candidate is not nominated, the
Committee will have the discretion to reconsider dvi her candidacy in connection with future vadason the Board.

The Committee’s decision not to nominate a paldir individual for election to the Board will nbé publicized by the Company, unless
required by applicable laws or NYSE rules. The Cattem will have no obligation to respond to shatdbos who propose candidates that the
Committee has determined not to nominate for edadi the Board, but the Committee may choose teoda its sole discretion.

These Shareholder-Proposed Candidate Procealdr@s addition to any rights that a shareholdey heve under the Company’s Code of
Regulations or under any applicable laws or regaratin connection with the nomination of directdsthe Company’s Board.

Communications with the Board of Directors

The Board of Directors has adopted procedunesdourity holders to send written communicatianthe Board as a group. Such
communications must be clearly addressed to thedBafaDirectors and sent to any of the followingttee election of the security holder:

Peter B. Lewis

Chairman of the Boar

The Progressive Corporatis

6300 Wilson Mills Roac

Mayfield Village, OH 4414:

E-mail: peter_lewis@progressive.col

Philip A. Laskawy

Chairman of the Audit Committe

The Progressive Corporatis

c/o Ernst & Younc

5 Times Squar

New York, New York 1003t

E-mail: philip _laskawy@progressive.co

Charles E. Jarre

Secretary

The Progressive Corporatis

6300 Wilson Mills Roac

Mayfield Village, OH 4414:

E-mail: chuck_jarrett@progressive.co

In addition, interested parties may contacttbe-management directors as a group by sendingttemvcommunication to any of the above-
named individuals. Such communication must be bleatdressed to the non-management directors.

Communications so received will be forwardedhms recipient to the full Board of Directors orth® non-management directors, as
appropriate.
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Certain Relationships and Related Transactions

The following discussion sets forth certain tielaships and transactions known by managememiviave the Company or its subsidiaries
and entities as to which one or more of the Comijsagtiyectors or executive officers is a substargia@her, director or executive officer. In
each case, these transactions have been disctoieelBoard of Directors, and the Board has apptohe transaction or, in the case of
ongoing relationships that are presented to thed@ermitted the continuation or renewal of thatienship.

Mr. Jeffrey D. Kelly, a director of the Compaiiy also the Vice Chairman and Chief Financial €fiof National City Corporation, the
parent company of National City Bank (“NCB”). DreBiadine P. Healy, a director of the Company,de aldirector of National City
Corporation. In January 2005, the Company elect¢darenew the $10 million revolving credit arrangent with NCB. The Company paid
no commitment fees in 2005 and had no borrowingieuthis line of credit prior to nonrenewal.

NCB is also the Transfer Agent and RegistrahefCompany’s Common Shares and received fee9F af $89,018 for such services.
Additionally, the Company uses NCB for commerciahking services and paid $1,182,357 in servicegasaduring 2005. In each case, tt
charges represented the bank’s customary rates.

During 2005, the Company entered into an uncdtedhline of credit with NCB in the principal amdwf $125 million, replacing a prior
credit facility with NCB for $100 million. The Conamy incurs no commitment fees for these arrangesnantl no borrowings were
outstanding under either line of credit at any tieing 2005. In addition, during 2005, a subsigiafrthe Company deposited an additional
$25 million with NCB, bringing the total amount deposit to $125 million. These funds are investeihierest-bearing securities approved
by the Company. This line of credit and the depasgtcomponents of the Company’s cash contingemapgement to ensure the availability
of those funds in the event of certain emergeraffexting capital markets and banking operations.

During 2005, the Company established a $37 anillrust on behalf of the policyholders of a norsmidated affiliate of the Company, with
NCB as trustee, in order to maintain the A.M. Basing of the nonconsolidated affiliate. The Comyparturs an annual trustee fee
$15,000 in connection with this trust, which regms the bank’s customary rates.

Mr. Stephen R. Hardis, a director of the Compaésglso a director of Marsh & McLennan Companies, (“Marsh”). The Company pays
commissions to various subsidiaries of Marsh faklrage services in the ordinary course of the Gmys auto and non-auto insurance
businesses, at customary rates for the servicegred. During 2005, the Company paid $2,236,088ese services (including $345,000 of
contingent commissions attributable to policiestteri in 2004). No contingent commissions will bédpa Marsh in connection with policies
written in 2005.

During 2005, the Company paid $9,411 to a divisif Mercer Management Consulting, Inc. (“Merced)subsidiary of Marsh, for
compensation and benefits surveys in 2005. Thedeibkto Mercer were customary rates for the presiparchased or services rendered.

Mr. Charles A. Davis, a director of the Compaaipng with Mr. W. Thomas Forrester, a named exeeutfficer of the Company, serve as
directors of AXIS Capital Holdings Limited (“AXISY)During 2005, AXIS reinsured part of the Compamytgstanding risks under its
directors’ and officers’ liability insurance, trustrors and omissions insurance, and bond prod&i§ provides reinsurance coverage of
$4.9 million on policy limits of $15 million, fordsses incurred in excess of the first $1 millioXI8 is one of several companies that the
Company uses to reinsure this non-auto line offtass. During 2005, the Company ceded $4,077,7gemiums to AXIS for this coverage.
At December 31, 2005, the Company had $1,662,568in$urance recoverables on unpaid losses unidegirttangement. The terms of this
reinsurance arrangement are consistent with thetsecen the Company and other reinsurers.
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Mr. Davis is also a director of Merchants Barasls, Inc. (“Merchants”). The Company provided @asi director and officer insurance
products to Merchants’ banking affiliates on pagiwvritten in prior years. During 2005, however réheants cancelled the policies without
any additional premiums being paid.

Mr. Philip A. Laskawy, a director of the Compaigyalso a director of Cap Gemini S.A., a Frenahlic company. In 2005, the Company
paid $314,312 to Cap Gemini S.A., for informatienttnology consulting fees.

Mr. Glenn M. Renwick, President, Chief Execut#icer and a director of the Company, is alsaradlor of Fiserv, Inc. The Company
paid $29,954 to Fiserv, Inc., for comparative rgoftware during 2005.

Mr. Forrester’s son was hired by the Companjuily 2005 as a product manager. During 2005, hewred total cash compensation of
approximately $70,000 and an equity grant of 18%ieed shares valued at $104.64 per share. Huected shares will vest in equal
installments on January 1, 2008, 2009 and 2010Hdrdis’s son-in-law also worked for the Compan@05 in the information technology
area and earned total cash compensation of appatedyr$113,000.

Compensation Committee Interlocks and Insider Parttipation

Messrs. Davis and Matthews and Dr. Healy seagethembers of the Company’s Compensation Comnuitigag 2005. There are no
Compensation Committee interlocks.
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REPORT OF THE AUDIT COMMITTEE

The following Report of the Audit Committee does not constitute soliciting material and should not be deemed filed or incorporated by
reference into any other Company filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent the
Company specifically incorporates this Report by reference therein.

The Audit Committee of the Board of Directosg(t'Committee”) oversees the Company’s financipbréng process on behalf of the
Board. The Company’s management has the primappnsibility for the financial statements and theaming process, including the
systems of internal control. In fulfilling its ova@ght responsibilities, the Committee reviewed disdussed with management the
Company’s audited financial statements for the yemied December 31, 2005, including a discussidheofjuality, not just the
acceptability, of the accounting principles, reagganess of significant judgments and clarity atttisures in the financial statements.

The Committee has discussed with the indepen@grgtered public accounting firm, which is resgibfe for expressing an opinion on
the conformity of the financial statements with@aating principles generally accepted in the Unis¢ates of America, their judgments
as to the quality, not just the acceptability,lef Company’s accounting principles and such ottadtars as are required to be discussed
with the Committee under Statement on Auditing 8sds No. 61 (Communication with Audit Committeds)addition, the Committee
has received the written disclosures and lettanfitoe independent registered public accounting fequired by Independence Standards
Board Standard No. 1 and has discussed with trepernient registered public accounting firm thalejpendence from management and
the Company.

The Committee discussed with the Company’s imateguditors and independent registered publicatig firm the overall scope and
plans for their respective audits. The Committeet@vith the internal auditors and independenistegéd public accounting firm, with
and without management present, to discuss thétsedutheir examinations, evaluations of the Compainternal controls and the
overall quality of the Company’s financial repogirDuring 2005, the Committee held four meetingsl participated in four conference
calls to review the Company'’s financial and op@&gtiesults. Also, during 2005, the Committee ressesd the adequacy of the Audit
Committee’s Charter and recommended that the Ghateapproved by the Board in December 2004, remasffect through 2006. A
copy of the Charter, as so approved, is includetipgendix A to the Company’s Proxy Statement daedch 7, 2005 relating to the
Company’s 2005 Annual Meeting of Shareholders aralailable on the Company’s Web site at progressim/governance.

Based on the reviews and discussions referratidoe, the Committee recommended to the Boardhbadudited financial statements
be included in the Company’s Annual Report on F&¥K for the year ended December 31, 2005, fandilivith the Securities and
Exchange Commission. The Committee has selectedetamided PricewaterhouseCoopers LLP to serveeamtiependent registered
public accounting firm for the Company and its sdiasies for 2006. Shareholders will be given tippartunity to express their opinion
on ratification of this selection at the 2006 AnhM&eting of Shareholders.

AUDIT COMMITTEE
Philip A. Laskawy Chairman

Patrick H. Nettles, Ph.L
Bradley T. Sheares, Ph.
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SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

Security Ownership of Certain Beneficial Owners. The following information is set forth with respéotpersons known to management t
the beneficial owners, as of December 31, 2006tlwer date indicated below, of more than 5% ofGbenpany’s Common Shares, $1.00 par
value:

Name and Address Amount and Nature of Percent
of Beneficial Owner Beneficial Ownership(1) of Class
Ruane, Cunniff & Goldfarb Inc 25,703,858() 13.(%

767 Fifth Avenue
New York, New York 1015-4798

The TCW Group, Inc. 25,013,643() 12.7%
865 South Figueroa Street
Los Angeles, California 9001

Davis Selected Advisers, L. 19,893,285() 10.1%
2949 East Elvira Road, Suite 101
Tucson, Arizona 8570

Peter B. Lewis 13,269,024() 6.7%
6300 Wilson Mills Road
Mayfield Village, Ohio 4414

(1) Except as otherwise indicated, the persotedias beneficial owners of the Common Shares $aleevoting and investment power with
respect to those shares. Certain of the informatiorained in this table, including related fooewtis based on the Schedule 13G filings
made by the beneficial owners identified her

(2) The Common Shares are held in investment aatsovaintained with Ruane, Cunniff & Goldfarb, las. of December 31, 2005, and it
disclaims any beneficial interest in such sharemrie, Cunniff & Goldfarb, Inc. has advised thdtsis sole voting power as to 10,922,166
of these shares, no voting power as to the balahiteese shares, and sole investment power atabtakse share:

(3) The Common Shares are held in investment axtsouaintained with The TCW Group, Inc. as of DebenB1, 2005, and it disclaims
any beneficial interest in such shares. The TCWu@rtnc. has advised that it has shared voting pewédo 22,623,471 of these shares,
no voting power as to the balance of these shanesshared investment power as to all of theseest

(4) The Common Shares are held in investment axtsonaintained with Davis Selected Advisers, Ld2oDecember 31, 2005, and it
disclaims any beneficial interest in such shares.@harles A. Davis, a director of the Company, hasffiliation with Davis Selected
Advisers, L.P

(5) Includes 49,760 Common Shares held for Mr. ikdwy a trustee under the Company’s Retirementi@gdrogram, 544,944 Common
Shares subject to currently exercisable stock nptamd 2,283 restricted Common Shares granted .théis in his capacity as
Chairman of the Board. Also includes 225,994 shhedd by two charitable corporations which Mr. Lewbntrols, but as to which he |
no pecuniary interes
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Security Ownership of Management. The following information is set forth with respaotthe Company’s Common Shares beneficially
owned as of December 31, 2005 (including stockomtiexercisable within 60 days thereafter), byliaéictors and nominees for election as
directors of the Company, each of the named exexofficers (as identified on page 19) and by alcors and all individuals who were
executive officers of the Company on December 8052as a group:

Common Shares Other
Common Shares Subject to Common Total Units Totalrterest
Subject to Currently Shares Common Shares Equivaldrto in Common
Restricted Stock Exercisable Beneficially Beneficlly Percent of Common Shares and
Name Awards(1) Options(2) Owned(3) Owned Class(4) h&res(5) Unit Equivalents

Alan R. Bauer 24,70¢ 164,63: 45,73: 235,07:(6) * N/ A 235,07:
Charles A. Davit 1,14z 28,761 31,45( 61,35¢ * 4,43: 65,79:
W. Thomas Forrester 31,400 267,14" 72,84: 371,3847) * N/ A 371,38¢
Stephen R. Hardis 1,142 28,761 38,28¢ 68,19¢ * 32,82t 101,02:
Bernadine P. Healy, M.D. 1,14z N/ A 8,56° 9,70t * 82¢ 10,53:
Jeffrey D. Kelly 1,142 14,91¢ 11,56: 27,62« * 3,36¢ 30,99(
Philip A. Laskawy 1,14z 2,61¢ 4,45( 8,211(8) * 3,517 11,72¢
Peter B. Lewis 2,28t 544,94 12,721,79 13,269,02(9) 6.7% N/ A 13,269,02
Norman S. Matthew 1,14z 34,767 41,05 76,96: * 6,187 83,14¢
Patrick H. Nettles, Ph.D. 1,14z N/ A 0 1,14z * 16C 1,30z
Brian J. Passell 24,47¢ 179,76¢ 4,81¢ 209,06( * N/ A 209,06(
Glenn M. Renwick 206,59 529,02¢ 260,54: 996,16410) * N/ A 996,16«
Donald B. Shackelford 1,14z 34,767 174,00¢ 209,91°(11) * 5,76¢ 215,68t
Bradley T. Sheares, Ph.D. 1,14z N/ A 0 1,14 * 1,397 2,53¢
Robert T. Williams 27,73( 193,93! 39,20¢ 260,87412) * N/ A 260,87-

All 22 Executive Officers and
Directors as a Group 431,08! 2,330,53; 13,546,11 16,307,72(13) 8.2% 58,48: 16,366,21

* Less than 1% of the outstanding Common Sharélseo€ompany.

N/A = not applicable

(1) Includes Common Shares held for executiveceff and directors pursuant to restricted stockdsvasued under various incentive
plans maintained by the Company. The beneficialeviras sole voting power and no investment powtr rispect to these shares
during the restriction perios

(2) Includes stock options exercisable within @§slof December 31, 2005, issued under variousifiveeplans maintained by the
Company. The beneficial owner has no voting powénwestment power with respect to these shares fwiexercising the option

(3) Includes, among other shares, Common Shatddgdreexecutive officers or their spouses undee Phogressive Retirement Security
Program. Unless otherwise indicated below, beradfmivnership of the Common Shares reported inghketincludes both sole voting
power and sole investment power, or voting power iasestment power that is shared with the sponsgéoa minor children of the
director or executive office

(4) Percentage based solely on “Total Common SHaeaeficially Owned.”

(5) Each director of the Company who is not anleyge of the Company (other than Mr. Peter B. L¢participates in The Progressive
Corporation Directors Deferral Plan, as amendedr€flors Deferral Plan”) (see page 25 for a desioripof the Directors Deferral
Plan). Pursuant to the Directors Deferral Planietfiiner fees and, if so elected by the directmeting fees are deferred pursuant to the
plan and converted into units that are equivalenaiue and dividend rights to the Comp’s Common Share

In addition, each non-employee director hasright to defer the receipt of restricted stoslaals under The Progressive Corporation
Directors Restricted Stock Deferral Plan (the “Dioes Equity Deferral Plan™sge description of the Directors Equity DeferrarPbeginnini
on page 26). If a director elects to defer a retstti stock award under this plan, immediately pigoresting of the applicable award, the
restricted shares are converted to units equivadevdlue and dividend rights to the Company’s Camr8hares.
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The equivalent units disclosed are in additimthe Compang Common Shares beneficially owned, and the dirdete neither voting n
investment power as to these units.

(6) Includes 5,870 Common Shares held under ThgrBssive Corporation Executive Deferred Compeasdian, as to which shares
Mr. Bauer has sole investment power but no votiogyer.

(7) Includes 8,013 Common Shares held under TogrEssive Corporation Executive Deferred Compeasdlan, as to which shares
Mr. Forrester has sole investment power but nangapiower and 27,000 Common Shares held by Mr. B@ras trustee for three trusts
established for the benefit of his childr

(8) Includes 3,000 Common Shares owned by Mr. hagks wife, as to which shares he disclaims anyelieial interest.

(9) See footnote 5 on page 15.

(10) Includes 65,820 Common Shares held undeiPrbgressive Corporation Executive Deferred Compens®lan, as to which shares
Mr. Renwick has sole investment power but no vopower.

(11) Includes 20,493 Common Shares held by Mr. ShadiceHe trustee of a trust established for the beogfis daughtel

(12) Includes 22,004 Common Shares held undeiPrbgressive Corporation Executive Deferred Compens®lan, as to which shares
Mr. Williams has sole investment power but no vgtpower.

(13) Includes 9,393 Common Shares held under Togr&ssive Corporation Executive Deferred Compémsdtlan for executive officers
other than the named executive officers, as to ivbi@ares the applicable executive officers have iselestment power but no voting
power.

Securities Authorized for 1ssuance under Equity Compensation Plans. The following information is set forth with respeotthe equity
compensation plans maintained by the Company arep@rted as of December 31, 2005.

EQUITY COMPENSATION PLAN INFORMATION

Number of
Number of Cumulative Securities
Securities to be Number of Remaining Available
Issued upon Weighted-Average Securities for Future Issuance
Exercise of Exercise Price of Awarded as Under Equity
Plan Category Outstanding Options Outstanding Optims  Restricted Stock Compensation Plans
Equity compensation plans
approved by security holders
Employee Plans
2003 Incentive Pla — — 1,183,541 3,816,45.
1995 Incentive Plan(] 4,681,438l $34.2% 347,85t —
1989 Incentive Plan(J 223,88t 23.11 — —
Subtotal Employee Plai 4,905,36! 33.7¢ 1,531,40: 3,816,45.
Director Plans
2003 Directors Equity
Incentive Plar — — 40,90¢ 309,09!
1998 Directors’ Stock Optiol
Plan 170,27 36.1:2 — 406,95t
1990 Directors’ Stock Option
Plan(1) 48,00( 21.0¢ — —
Subtotal Director Plan 218,27" 32.81 40,90¢ 716,05:
Equity compensation plans not
approved by security holders
None — — — —
Total 5,123,641 $33.7: 1,572,30 4,532,50!



(1) This plan is expired and no further awards may hderthereunde
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Section 16(a) Beneficial Ownership Reporting Compliance. On July 6, 2005, Mr. Charles A. Davis, a directbth@ Company, received a
distribution from the Company of the cash equivat#B866.0016 phantom stock units (which are valaea 1-to-1 basis with the Compasy’
Common Shares) pursuant to The Progressive Corporatrector Deferral Plan. Also on July 6, 2005, Bernadine P. Healy, a director of
the Company, received a distribution from the Comypaf the cash equivalent of 154.8144 such phargtmek units pursuant to the same
plan. Each of these transactions was reportedfateForm 4 filed on August 1, 2005, due to an adstrative error on the part of the
Company.
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EXECUTIVE COMPENSATION

The following information is set forth with ggsct to the Company’s Chief Executive Officer anel other four most highly compensated
executive officers, each of whom was serving asxatutive officer at December 31, 2005 (the “namestutive officers”). The titles set
forth below reflect positions held at December3105.

SUMMARY COMPENSATION TABLE

Long Term
Compensation
Awards
Annual Compensation
Restricted

Other Annual Stock All Other

Name and Salary Bonus(1) Compensation Awards(3) Compensation(4)
Principal Position Year $) %) 2) %)

Glenn M. Renwick 200t  $750,00( $1,731,37! $63,43: $7,500,15! $ 9,90(
President and Chi¢ 200<¢  750,00( 2,250,001 35,14( 7,500,29I 9,66¢€
Executive Officel 200 750,00( 2,250,001 32,02( 4,500,40: 9,48(
W. Thomas Forreste 200t $498,84¢ $ 767,72 — $1,075,21. $10,80(
Vice President an 200<¢ 488,27. 976,54« — 904,86! 9,95¢
Chief Financial Office 200z 472,12t 944,25! — 999,50¢ 9,48(
Robert T. Williams 200t $458,27: $ 694,73 — $ 943,14t $11,234(5)
Drive ® Group 200¢  443,26¢ 886,53 — 901,58 10,54¢
Presiden 200z 428,26 856,52¢ — 829,92¢ 8,96:
Brian J. Passe 2005 $403,27: $ 620,63 — $ 850,77: $10,80(
Claims Grouf 200<¢  388,27: 776,54t — 784,27¢ 10,54¢
Presiden 200z 373,28t 746,57! — 735,73 10,35(
Alan R. Bauel 200t $414,99¢ $ 604,44! — $ 788,61t $11,2445)
Direct Group 200¢ 413,27t 781,50! — 829,88° 10,54¢
Presiden 200z 397,21t 794,43t — 800,03t 10,35(

(1) Includes bonus amounts, if any, deferred underProgressive Corporation Executive Deferred Compeans®&lan.

(2) Amounts shown represent the incremental costset@timpany from personal use of the corporate aieptey Mr. Renwick. Mr. Forrest
also used the corporate airplane for personalarse,very limited basis, but the Company incurrecdditional incremental cost for
Mr. Forreste’s personal use because, in each instance, he aanmdMr. Renwick

(3) See table on page 20 for the number, valugijngschedule and dividends paid on restrictecksawvards and the aggregate restricted
stock holdings at the end of 20(

(4) The reported amounts for 2005 represent employaribations made during the year under the Com’s Retirement Security Progra

(5) In addition to contributions made under thaPany’s Retirement Security Program, the reportadumt includes employment
anniversary awards of $438 for Mr. Williams and $4dr Mr. Bauer, each for 25 years of employmerihwhe Company
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RESTRICTED STOCK AWARDS GRANTED, DIVIDENDS PAID AND
AGGREGATE NUMBER AND VALUE OF HOLDINGS AT YEAR-END

Number of Number of Number of Dividends
Number of Number of Number of Shares Shares Aggrege Value of Received on

Shares Shares Shares Awarded in Awarded in Restriet Aggregate Restricted
Awarded in Awarded in Awarded in 2005 2004 Stock Raricted Stock Stock

2005 2004 2003 (Performance- (Performance-  Holdings Holdings at Awards in

(Time-Based) (Time-Based) (Time-Based) Based) Baged 12/31/05 12/31/05 2005

Name # (1) #)(1) #H(1)(3) #(2) #(2) #) $) ($)(4)
Glenn M. Renwick 41,571 44,56 34,32¢ 41,57( 44,56 206,59 $24,126,39 $22,297
W. Thomas Forrest¢ 5,54¢ 5,82:% 7,24¢ 6,37¢ 6,41( 31,40( 3,666,89:; 3,41(
Robert T. Williams 5,10 5,28¢ 6,561 5,35¢ 5,42¢ 27,73( 3,238,30! 3,01«
Brian J. Passell 4,491 4,63t 5,72¢ 4,94( 4,68t 24,47t 2,858,19: 2,65¢
Alan R. Bauel 4,60z 4,93: 6,10¢ 4,14( 4,93( 24,70¢ 2,885,51° 2,702

(1) For 2005, the time-based restricted stock dsvauill vest in one-third increments on Januaryf 2@08, 2009 and 2010. For the 2004
awards, the vesting dates are January 1 of 20@B &0d 2009. For the 2003 awards, the vesting date3anuary 1 of 2006, 2007 and
2008. In each case, as well as in the case of peaftce-based awards discussed in note (2) belevawiards are subject to the terms of
the Company’s 2003 Incentive Plan, including (§elerated vesting and “cash out” provisions up@ndbtcurrence of a “change of
control” of the Company or certain similar evers further described in the plan, and (ii) thediture of unvested awards upon the
occurrence of certain events, such as terminatie@mployment

(2) The performance-based restricted stock awagsisupon achievement by the Company of certaidgteemined performance objectives,
as described i“Long-Term Incentive Compone” in the Compensation Committee Report, beginningage 30

(3) One third of the 2003 tin-based restricted stock awards vested on Janu2g08,
(4) Dividends are paid on the restricted stock awatdstgrly at the same rate as are paid on the Coy’s Common Share

2006 ANNUAL COMPENSATION TABLE

Range of Potential Bonus(2

Salary(1) Minimum Maximum

Name %) %) (%)
Glenn M. Renwick $750,00( $C $2,250,00!
W. Thomas Forrestse 500,00( 0 1,000,00:t
Robert T. Williams 480,00( 0 960,00(
Brian J. Passe 425,00( 0 850,00(
Alan R. Baue| 440,00( 0 880,00(

(1) Represents the annual salary for 2006, as appiowé&te Compensation Committee of the Board of Dinex

(2) The bonuses to be paid will vary based onltesighieved versus preestablished performancaiaritSee “Annual Cash Bonus
Componer” in the Compensation Committee Report, beginningage 28
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AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES

Number of Securities

Underlying Value of Unexercised
Unexercised In-the-Money
Shares Acquired Options at 12/31/0% Options at 12/31/0¢
on Exercise Value Realized #) %)

Name #) %) Exercisable/Unexercisabl Exercisable/Unexercisable
Glenn M. Renwick 66,30( $5,585,11; Exercisable 466,27¢ Exercisable $39,621,03
Unexercisable 89,96¢ Unexercisabl 6,583,35I
W. Thomas Forrester — — Exercisable 249,36¢ Exercisable 21,418,48
Unexercisable 23,22( Unexercisabl 1,766,85.
Robert T. Williams 24,30( 1,882,34 Exercisable 178,76 Exercisable 15,108,71
Unexercisable 20,19( Unexercisabl 1,524,01
Brian J. Passell — — Exercisable 166,65¢ Exercisable 13,685,39.
Unexercisable 17,462 Unexercisabl 1,317,66.
Alan R. Baue| 75,60( 5,603,98! Exercisable 150,04: Exercisable 12,802,88
Unexercisable 19,12¢ Unexercisabl 1,453,08!

Pension Plans

Employees. The Company has a two-tiered Retirement Securitgfdm (“RSP”) for employees. The RSP is a defimmatribution pension
plan within the meaning of the Employee Retiremianbme Security Act of 1974, as amended (“ERISA{) a qualified plan under
Section 401(a) of the Internal Revenue Code of 188&mended (“Code”), and covers all employeesmdet requirements as to age and
length of service. The first tier of the RSP prasdmployer contributions of 1% to 5% of annuajible compensation up to the Social
Security wage base, based on years of eligiblecgenwhich may be invested by participants in ahthe investments available under the
plan. The second tier is a long-term savings plaleu which the Company matches amounts contribtotéite plan by each employee up to a
maximum of 3% of the employee’s eligible compermativhich may likewise be invested in any of thaikble investments under the RSP.
All named executive officers are eligible to pagate in the RSP, and contributions made by the g2my on their behalf are included in “All
Other Compensation” in the Summary Compensationelat page 19.

Directors. The Company does not offer any pension plan oreregnt benefits for non-employee directors. Foescdption of director
compensation, see “Director Fees and Plans” below.

Separation Plans and Agreements

Separation Allowance Plan. The named executive officers, as well as substinéith other regular, non-temporary employeeshsf t
Company and its subsidiaries, are eligible to pigdite in The Progressive Corporation Separatidowence Plan (“Separation Plan”). The
Separation Plan provides payments to eligible eygale whose employment is involuntarily terminate@aesult of a reduction in force or a
reorganization, as defined in the Separation Ffagments are based on compensation in effect inatedygiprior to termination and years of
service and cannot exceed an aggregate of two géamnpensation. The Separation Plan is a welfarefit plan within the meaning of
ERISA. All payments under the Separation Plannaade from the general assets of the Company asdbtsidiaries. Individual employment
or separation arrangements may supplement or ageetke Separation Plan in whole or in part.

Executive Separation Plan. The nhamed executive officers, and certain otheios@managers of the Company, participate in TheyRrssive
Corporation Executive Separation Allowance Plarkg€&utive Separation Plan"fhe Executive Separation Plan provides paymendtigiole
employees whose employment is involun-
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tarily terminated for reasons other than resigmatincluding retirement), job elimination, reductio force or reorganization, death,
disability, unsatisfactory job performance or misdoct, as defined in the Executive Separation Ffagments are based on compensation in
effect immediately prior to termination. For MesfRenwick, Forrester, Williams, Passell and Bapayments would equal one year’s annual
salary plus a single year’s bonus payment as detedthiby a formula contained in the Executive SepaméPlan. The Executive Separation
Plan is a welfare benefit plan within the meanifi@RISA. All payments under the Executive Separaftan are made from the general
assets of the Company and its subsidiaries. Ind@alidmployment or separation arrangements may sogpit or supersede the Executive
Separation Plan in whole or in part. In no everdltavi eligible employee receive payments under ia¢thSeparation Plan and the Executive
Separation Plan.

Employment Agreements. Messrs. Renwick, Forrester, Williams, Passell, Baaed five other executive officers have entergd i
Employment Agreements with the Company. Pursuatitéd&Employment Agreements, these executive offieglt continue to be employed
by the Company and receive compensation and beffiefit three-year period upon a Change of Cordasotiefined in the Employment
Agreements. The compensation during this three-pedod will be not less than the salary, bonusathér benefits and incentives that the
executive officer was receiving prior to the Chang€ontrol. In the event that such executive @ffis employment is terminated prior to the
end of such thregear employment period without cause and for reastimer than death or disability, such executifieaf would be entitle
to receive from the Company a payment equal tthé)salary, bonus and certain benefits accruedigfrthe date of termination, plus (ii) an
amount equal to the greater of (a) two times thed tf the executives annual base salary and the highest annual banosdceby the executi
during the three years immediately preceding thengk of Control or during the employment perio@rafie Change of Control, or (b) four
times the executive’s annual base salary, mini)gl{g amounts paid or to be paid under any seeeratan(s) then in effect.

In addition, such executive officer would beg#dle to receive certain health and welfare beadfam the Company for a two-year period
after termination on substantially the same ternts@nditions as existed prior to termination. Esigbh Employment Agreement also
includes a provision requiring the Company, undgtain circumstances, to make an additional paynuetite executive officer (the “Gross-
Up Payment”) in the event that any payments oribigions made by the Company upon a Change inrGlooit the Company (the
“Payments”) are determined to be subject to ansex@x imposed by the Code. The amount of the GdpsBayment would be calculated
such that after the payment of all taxes, intesi@stpenalties on the Payments and the Gross-Updtaysuch executive officer would retain
a portion of the Gross-Up Payment equal to thesexi@x imposed.

Equity-based Awards. Pursuant to Non-Qualified Stock Option Agreemeitgeting stock options granted on or after May 1996, any
such stock option granted to an employee who tlfteretires from the Company and, at the timeisfrbtirement, meets certain age and
years of service requiremen“Qualified Retirement”) will be subject to the folwing provisions: (a) any such stock option thatdsted on
the date of such retirement (“Qualified RetiremBate”) will remain in effect and may be exercisedwhole or in part, at any time between
the Qualified Retirement Date and the date on whigth stock option expires under the applicable-Raalified Stock Option Agreement
(“Expiration Date”); (b) 50% of any unvested stamition will remain in effect, will vest and becoragercisable on the date on which such
stock option is scheduled to vest under the appkcBlon-Qualified Stock Option Agreement (“Vestibgte”) and may be exercised by the
employee, in whole or in part, at any time betwdenVesting Date and the Expiration Date; andhe)remaining 50% of the unvested stock
option will terminate on the Qualified Retiremeratb.

Pursuant to Restricted Stock Award Agreemenggiing restricted stock granted on or after Ap8| 2003, any such stock granted to an
employee who thereafter retires from the Companmgyant to a Qualified
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Retirement will be subject to the following prowvies, except as noted in the next sentence: (a)BGy unvested restricted stock award
remain in effect and vest, as to time-based awardagdiately on the Qualified Retirement Date sri@performance-based awards, if and
when the applicable performance objectives have behieved by the Company; and (b) the remainirfg 60the unvested restricted stock
awards, whether time-based or performance-basddewninate on the Qualified Retirement Date. Hoe if the Company’s CEO or any
other member of the executive management teamgesithe Company with at least one year’s advantieenof his or her Qualified
Retirement, such executive will retain 100% of anyested performance-based restricted stock aviidsby him or her at the Qualified
Retirement Date, which will then vest (if at alf)an the satisfaction of the applicable performauigjectives.

Executive Deferred Compensation Plan. The Progressive Corporation Executive Deferred Gamsgtion Plan (the “EDCP”) permits eligible
executives (as such term is defined in the placjuding the Company’s executive officers, to deésreipt of some or all of their cash bonus
awards. The plan also permits the participantsferdreceipt of restricted stock awards granteceuiidhe Progressive Corporation 2003
Incentive Plan. As a result of participating in BCP, eligible executives are able to defer feldmmd certain other income taxes on the
deferred bonus awards and restricted stock awantilshey receive a distribution from the plan. @dmnus awards that are deferred unde
EDCP are deemed to be invested in one or moretimess options that are available under the plasiuding the Company’s Common
Shares, as elected by the participant. Restri¢tek swards granted prior to March 17, 2005 thatdeferred under the plan are deemed to be
held in the form of Common Shares for six monthd @me day, and thereafter, the participant mayt eléernative deemed investments.
Restricted stock awards granted on or after Mait2Q05 are deemed to be held in the form of Com8twares, and the participant is unable
to elect alternative deemed investments, througti®utieferral period.

The Company established the Executive Defermugznsation Plan Trust, a so-called “rabbi trustjrovide a source of funds to assist
the Company in meeting its obligations to partioigaunder the EDCP. Amounts equal to the deferasti bonuses or restricted stock grants
are deposited by the Company into the trust atithe that the bonus or grant otherwise would haaenbearned by the participant; the
Company makes no matching contributions or addifideposits on behalf of any participant. To setieeCompany’s future payment
obligations to participants, the trust holds inweshts equivalent in kind and number to the aggeedaémed investment elections selected by
participants. Participants have no proprietarytrighinterest in the trust’s assets, including sseturities, all of which remain subject to the
claims of the Company’s general creditors. Thetagif participants and their beneficiaries underEBDCP are merely unsecured contractual
rights against the Company.

The trustee of the trust tracks the value ohegaarticipant’s deferrals and deemed investmengs time. The Company does not guaranty
any specific rate of return to participants whoedefmounts into the EDCP. The value of the defeaweards, as affected by the performance
of the deemed investments selected by the pantitimadistributed to the eligible executive witt88 days after the earliest to occur of: (i) the
expiration of the deferral period(s) elected byeaRecutive (subject to the restrictions contaimethé plan), (ii) the executive’s death,

(iii) termination of the executive’s employment,(or) a change of control (as defined in the 2003ehtive Plan). The participants’ respective
rights and interests under the plan may not b@aedior transferred under any circumstances.

Internal Revenue Code Section 409A. Section 409A of the Code, which was enacted asgbdine American Jobs Creation Act of 2004,
establishes a number of new requirements for deferompensation arrangements and may be applitablee or more of the separation and
deferral plans and agreements described in thitoseas well as the deferral plans for directdsedssed below. Proposed Treasury
regulations under Section 409A require that affégian documents must be brought into compliancBégember 31, 2006, provided that
affected plans must be operated in good faith campé with Sec-
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tion 409A in the meantime. As a result, the operatif the Company’s separation and deferral pladsagreements, including, without
limitation, the timing and method of payments tha made thereunder, may have to be revised agréfdine, may differ from the terms of
those plans as currently in effect and describetigProxy Statement.

Directors’ Fees and Plans

Annual Compensation. Until April 2006, each member of the Board of Dies who is not an employee of the Company (othen t
Chairman, Mr. Peter B. Lewis) receives fees foviseron the Board or its Committees, as set fortthe table. Mr. Lewis currently receives
no retainer or meeting fees.

Fees 2005 2006
Retainel $10,00( $10,00(
Board Meeting
Regular— In Persor 3,20( 3,70(
— Phone 1,50( 1,50¢
Special(1) 1,00 1,00
Audit Committee Meeting
Chairman 4,20( 4,70(
Other member 2,10C 2,60(
Various teleconference
Chairman 1,50( 1,50(
Other member 1,00( 1,00(
Other Committee Meetings(
Chairman 2,60( 3,10(¢
Other member 2,10¢ 2,60(
Participation in Certain Management Meetil 2,00( 2,00(

(1) In 2005, the fee was $500 for attendance leplkmne.
(2) If attendance is by telephone (except for lady scheduled teleconferences), the fee is $500.

Beginning April 21, 2006, directors will no loagreceive separate retainer or meeting fees.ddseach non-employee director (other than
Mr. Lewis) will receive an annual award of restegtstock which will be valued to include a spedifietainer amount plus a variable
component tied to such director's Committee assemm Mr. Lewis will continue to receive a lump stestricted stock award as his sole
compensation for service as Chairman. The awarllibevimade under The Progressive Corporation 208&crs Equity
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Incentive Plan (“Directors Equity Plan”). The anhualue of these restricted stock awards will bedubon the individual director’'s Board
participation and Committee assignments, as stt iorthe following table:

Compensation Componen 2006
Board Retaine $110,00(
Audit Committee Chair Retain 65,00(
Audit Committee Member Retain 45,00(
Compensation Committee Chair Retai 45,00(
Compensation Committee Member Retal 40,00(
Investment Committee Chair Retait 45,00(
Investment Committee Member Retail 40,00(
Additional Committee Chair Retainer( 15,00(
Additional Committee Member Retainer| 10,00(
Chairman of the Boar 200,00(

(1) Excludes Executive Committee

Directors Deferral Plan. Each director of the Company who is not an emplafedbe Company (other than Mr. Lewis) participate3he
Progressive Corporation Directors Deferral Plamgragnded (“Directors Deferral Plan”). Each par@cipin the Directors Deferral Plan may
elect, annually, to defer receipt of all or a pamtdf his or her meeting fees for the following yaatil the date designated by the director in
accordance with the plan. A participating directay elect to have such deferred fees credited édlarated between (a) a cash account
which will earn interest at a rate equal to the i@ftinterest on new 3-month certificates of defpasid (b) a stock account under which the
deferred fees are converted into units equivatenaiue and dividend rights to the Company’s Comi8bares. Account balances may not be
transferred from one account to another. All suedoants will be distributed in cash, in a lump soininstallments, when and as designated
by the participating director at the time of elentor, if earlier, upon the death of the directdt retainer fees are deferred, credited to a stock
account and distributed in cash on a date desidrimtehe participating director in accordance wifite terms of the plan. All account balances
of a director will be distributed to a designatexhéficiary upon his or her death. However, if aimgator ceases to serve as such for any
reason other than death, disability or removal eittcause prior to the expiration of his or hereat term, all retainer fees credited to his or
her stock account for the unexpired portion ofdriker term are forfeited. Since, as discussedalthe Company will discontinue paying
retainer and meeting fees to directors beginningaril 2006, new contributions to the Directors Bl Plan will likewise cease at that time.

Equity-based Awards. Each director who is not an employee of the Compsugjigible to receive awards under the Directegsiity Plan.
The Directors Equity Plan authorizes the issuarfiegpdo 350,000 Common Shares, subject to adjudtfoestock splits and similar events.
Under this plan, the Company has awarded restritteak to directors as the equity incentive compbioé their compensation. The restricted
stock grant value per Common Share equals thenfaiket value of the Common Shares on the dateamit gRestricted stock awards vest on
the date established by the Compensation Comnifidgtebe respective awards and are not transferélglen the death of a participating
director, his or her estate will be entitled toai®e any unvested restricted stock held by suacthr at the time of his or her death, which
stock will vest on the vesting dates specifiechia telated agreements.

During 2005, the Company granted to Mr. Lewikaitman of the Board, 2,283 shares of restricteckstinder this plan, with a market
value on the date of grant of approximately $200,dMhis award was made to Mr. Lewis as his solepmmation from the Company and in
lieu of receiving the retainer or meeting fees dbsd above. Each of the other non-employee directxeived a grant of 1,142 shares in
2005, valued at
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approximately $100,000 on the grant date, in aolditd retainer and meeting fees. The 2005 graptsareduled to vest in March 2006. In
April 2006, Mr. Lewis will again receive an awarfirestricted stock valued at approximately $200,66@he grant date, and each other non-
employee director will receive a grant of restricgtock valued according to the table above. Theseds will be the sole compensation for
directors’ Board and Committee service.

Equity Deferral Plan. Directors receiving awards of restricted stock urttle Directors Equity Plan also have the righdefer the receipt of
the Common Shares covered by each such award ThddProgressive Corporation Directors RestrictettiSDeferral Plan (the “Directors
Equity Deferral Plan”). If a director elects to deh restricted stock award under this plan, imatetl prior to vesting of the applicable
award, the restricted shares are converted to eqitvalent in value to the Company’s Common Shaneiscredited to each participating
director’s plan account. The participating diretdqrian accounts will further be credited with amtsuequal to dividends and other
distributions, if and when authorized by the Boavtljch are paid on the Company’s Common Shareg€ldre no other investment options
under the Directors Equity Deferral Plan. All sidtounts will be distributed in Common Shares (\waitly partial shares being distributed in
cash), in a lump sum or installments, at the tilnéésignated by the participating director at theetof election, subject to accelerated ves
provisions under the plan in the event of the pgudint’'s death or a change in control of the Corgpan
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COMPENSATION COMMITTEE REPORT
Executive Compensation Policy

The Company’s executive compensation prograadisinistered under the direction of the Compensafiommittee of the Board of
Directors (the “Committee”). The Committee is compd of three independent, non-employee directors.

The executive compensation program is designg@ddamote the following objectives:

* Provide a rational, consistent and competitive atiee compensation system that is well understoothbse to
whom it applies

* Attract, retain and motivate executives who canificantly contribute to the success of the Compi

» Reward the achievement of important business gbated on specific, objective criteria that havenb&pproved i
advance by the Committe

« Align the interests of executives with those ofrehalders by tying a significant portion of exegatcompensation
to the lon«-term performance of the Compé¢s Common Share

With the support of the Company’s Human ResaiaB®up, the Committee oversees the developmenitgridmentation of the
Company’s various executive compensation, incergtivi benefits plans and arrangements, which aigrigbsto achieve these objectives.
The Committee believes that if these objectivescarssistently achieved, shareholder value will hieagced over time.

Executive Compensation Program

The Company’s executive compensation programsistsof three components: salary, the opportunigarn an annual cash bonus, and
long-term incentives through annual equity-basedrda: The Company’s objectives are to pay its ekezzicompetitive base salaries and to
provide variable compensation (cash bonus poteatidirestricted stock awards) that can take tatattlcompensation to the upper tiers of
compensation paid by comparable companies if ahgilhg performance goals are satisfied.

Variable compensation is a larger part of totahpensation at more senior levels of the orgaisizaThe calculation of annual cash bonus
payments for employees, including executive officés determined based on the Company’s (and/applicable business unit’'s) actual
performance measured against objective performaritegia that are approved by the Committee in adeaCertain senior managers,
including all but one of the executive officerss@teceive performance-based restricted stock anarédn annual basis that will vest only if
the Company satisfies pre-approved, objective perdioce goals within a stated time period. Accorlying significant amount of executive
officer compensation is tied to actual performaféme-based restricted stock awards are also gtdata larger group of senior managers
and employees, including all executive officerfeetively tying a significant amount of additionadriable compensation to the executive’s
continued employment (subject to the vesting amfitoire provisions of the applicable plan) and peeformance of the ComparsyCommor
Shares over the vesting period.

Executive officers are also eligible to partatig in the Compang’health, welfare and retirement plans that ardabla on the same basis
all regular employees of the Company who satisfiyimim eligibility requirements. Modest perquisithat are also available to executive
officers are discussed below.

The Company sets executive salaries and vargigensation targets using, among other factats, @abtained from national
compensation surveys for a broad range of compafiesmparable size and revenue. Since the Compamypetes for executive level
personnel on a nationwide basis with companiesviarity
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of industries, the compensation data utilized atdimited to companies included in the P/C Groeferred to on page 38.
Salary Component

Executive officers receive a salary based oin tesponsibilities and performance, within manaiges indicated by compensation survey
data. Salaries are reviewed annually and may hesgdj upward or downward. Better performance gdlgessults in an increased salary,
subject to the limits of the salary range for tlisipon and to the compensation budget establiblygdanagement and approved by the
Committee.

Annual Cash Bonus Component

The Company’s compensation program offers eaelified employee, including executive officerse thpportunity to earn a performance-
based annual cash bonus. The bonus program haslésigned to reward employees appropriately farecuircorporate and/or business unit
performance, as compared with objective criteré #tre approved in advance by the Committee.

Executive Bonus Plan. In 2005, Alan R. Bauer, W. Thomas Forrester, BdaRassell, Glenn M. Renwick, and Robert T. Wilkafthe
“named executive officers”) participated in The ghessive Corporation 2004 Executive Bonus Plan gtttive Bonus Plan”), which was
approved by shareholders and went into effect B42Qnder the Executive Bonus Plan, bonuses aceled¢d using the following formula:

Annual Target Performanc

Salary Percentag Factor = Annual Bonu

Salary is set individually for each executivéagfr, as indicated above. The target percentagedoh participant is established by the
Committee. When the participant’s annual salamustiplied by his or her assigned target percenttgeproduct is referred to as the
participant’s target bonus amount for the yea20A5, Mr. Renwick’s target bonus amount was 150%atdry; for Messrs. Forrester, Passell
and Williams, the target amount was 100% of salangt for Mr. Bauer, the target was 75% of salary. B&auer also had an additional 25%
target bonus under a component of the 2005 GaiimghBtan, which is discussed below).

Under the Executive Bonus Plan, the performdactr can range from zero (0.0) to two (2.0) inlegear, depending on the extent to
which Company and/or assigned business unit resudtt, exceed or fall short of objective perforneagoals established by the Committee.
As a result, under the formula set forth abovehgmticipant can earn an annual cash bonus eguaefrt (0.0) to two (2.0) times his or her
target bonus amount.

For 2005, the performance factors for each gipetht were determined by reference to eitheh@)dverall performance of the “Core
Business”, which includes the Drive Insurance @Elmenpany’s Agency business), Direct and CommercigbAusiness units (with minor
changes from the business unit results publishetidCompany with its financial statements), drdicombination of the performance of the
Core Business and the performance of the respestieeutive’s business unit. For Messrs. Renwickrdster and Passell, the Committee
determined that their 2005 annual bonuses wouldblsed entirely on the Core Business, calculatédllasvs:
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* A separate “gainsharing matrix” was establishecetarh of the Drive Insurance, Direct and Commersiab
business units. Each matrix assigned a performsecme between zero (0.0) and two (2.0) to variaushsnations
of —

* Profitability, as measured by the combined ratictii@ unit determined in accordance with accounpirigciples
generally accepted in the United Sta“ GAAP”); and

» Growth, based on the business 's change in annual net premiums earned as compétethe prior year

* Actual 2005 growth and profitability performanceués for each of these business units were detedrand then
compared to the applicable matrix to produce agperance score for each business (

» The performance scores achieved by each of thedssunits were weighted, based on the net preneamed by
such business unit during the ye

» The weighted scores were combined to produce anpeaihce factor for the Core Business as a wl

For Mr. Williams and Mr. Bauer, the Committedatenined that their respective bonuses would bedas a combination of the Core
Business calculation described above and the pedioce of the executive’s business unit, i.e., Dingirance for Mr. Williams and the
Direct business for Mr. Bauer. The scores for thee@usiness and for the applicable business usihg the same gainsharing matrices
described above) were combined on a weighted bakisted by the Committee, to produce final perforoe factors, which were used to
calculate the 2005 bonus payment for those twagizants.

Other Bonus Plans. One executive officer (the Chief Information Offifalso participated in The Progressive Corporaff5 Information
Technology Incentive Plan (the “IT Bonus Plan”)dansecond executive officer (the Chief Investni@fficer) participated in the 2005
Progressive Capital Management Bonus Plan (the “BoNus Plan”), in each case along with certain oéneployees who worked in these
functional areas. These plans provide cash bonpsramities to participants for satisfaction of ggtablished performance criteria relating, in
the case of the IT Bonus Plan, to the availabditgertain information technology systems andhia ¢ase of the PCM Bonus Plan, to the
performance of the Company’s investment portfoiioselation to certain designated benchmarks.

All other qualified employees (approximately 28) of the Company, including seven executivecef§, participated in The Progressive
Corporation 2005 Gainsharing Plan (“GainsharingBlarhe Gainsharing Plan is similar in structunel @peration to the Executive Bonus
Plan and, for most employees, bonuses are bastr gerformance score for the Core Business, @dkiiin the manner described above.
The 2005 Gainsharing payment for certain other eyg@s was determined, in part, by the performacoeesor the Core Business and, in
part, by operating results of his or her assignegirtess unit, on a weighted basis determined liyder the direction of the Committee. For
example, Mr. Bauer (as to a 25% target percent@ge)certain other senior managers of the Dirednlkas had a portion of their 2005 annual
bonuses based on a calculation of the year-ovargreavth in lifetime earned premium (i.e., a formial projection of the premium that will
be earned over the lifetime of new policies writtkming the plan year, including renewals thereof) a related profitability measure, both of
which are applicable to the Direct business only.

Recent Bonus Experience. In the Committee’s view, the effectiveness of thisius system has been borne out in recent yearsideinary
performance in each of 2003 and 2004 were rewargedCore Business performance factor of 2.0, hadighest possible bonus, for most
executive officers and other employees of the Campm each case, using a Core Business performzaicalation similar to that described
above). At the other end of the spectrum, a sigmifi down year in the Company’s insurance opersiio2000 resulted in a performance
factor of 0.0 — and no annual cash bonus — for ragstutive officers and other employ-

29




ees. These results confirm that the Company’s margash bonus plans operate not only to rewardlerteerformance, but also to withhold
cash bonuses when the Company’s performance do@sanid them.

2005 Bonus Payments. For Messrs. Renwick, Forrester and Passell, asasetiost of the Company’s other employees, 200bdEmwere
determined solely by the performance of the Corsiiitss. For these executives and employees, tba@latibn described above resulted in a
performance factor of 1.539 (out of a possible,Z8)culated as follows:

Profitability Annual
(GAAP Growth Weighting Weighted
Combined (Net Premiums Performance Factor (% Performance
Business Ratio) Earned (NPE)) Score of NPE) Score
Drive Insurance 89.5 1.2% 1.49:2 58.2% 1.51¢
Progressive Direc 88.: 9.6% 1.511 29.7% 1.45%
Commercial Autc 82.1 9.4% 1.831 12.1% 1.68¢
PERFORMANCE
FACTOR 1.53¢

For Mr. Bauer and Mr. Williams, whose performarscores were determined by a weighted combinafitine Core Business results and
results attributable to their respective assigngsirtess units, the plan calculations resultedvireighted performance score for Mr. Bauer of
1.457 and for Mr. Williams of 1.516. As indicateloloae, the actual bonus payment was then deterniimethch named executive officer by
multiplying the performance score by the execut\alary and then by the executive’s assignedttpageentage. The resulting cash bonus
payments for the named executive officers aress#t bn the “Summary Compensation Table” on page 19

The Committee believes that the 2005 bonus patsnehile substantial, are consistent with the @any’s strategy of rewarding
employees for the achievement of important, chgitemnbusiness goals. In view of the Company’s dgoekesults for the year, the bonus
calculations resulted in reasonable performanaedlbonus payments to the Company’s employedsding its executive officers.

Long-Term Incentive Component

In 2005, the executive compensation progranuthedl long-term incentives through an annual graresiricted stock awards. Under a
restricted stock grant, the executive is awardedeshof the Company’s common stock, subject teictishs on vesting and transferability.
This component of variable compensation is desigoeghcourage the long-term retention of key exeestand to tie a major part of
executive compensation directly to Company perforeeaand the long-term enhancement of shareholdiee.va

The value of the long-term incentive awards Jaryosition. In 2005, for the Company’s executificers other than Mr. Renwick, these
award values ranged from 50% to 215% of salary.Rénwick’s award was valued at 1000% of his salhe award value was then divided
by the market price per share of the Company’s Com8hares on the date of grant to determine théauof restricted shares to be
awarded to each participant.

In 2005, two forms of restricted stock awardsengranted to executive officers and certain othenagement employees. Time-based
restricted stock awards were granted to all exeeutfficers and approximately 747 other manageraemgloyees of the Company. The time-
based restricted stock awards generally will veghiee equal annual installments, beginning ondanl of the third year after the date of
grant, subject to the vesting and forfeiture priovis in the applicable plan and grant agreement.

In addition, the named executive officers anpgragimately 34 other senior managers received padace-based restricted stock grants,
with the vesting date tied to the achievement etHj business results.
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The 2005 performance-based restricted stock awetbigest (subject to the terms of the applicablien) only if the Company’s subsidiaries
generate, in the aggregate, net earned premiuis7ob billion or more, and achieve an average coatbratio of 96 or less, over a period of
twelve (12) consecutive months (the “2005 PerforoeaBtandards”). If the 2005 Performance Standaslaat satisfied on or before
December 31, 2014, these performance-based reststbck awards will expire without vesting, ane tacipients will obtain no value from
those awards.

During the restriction periods, the holdersastricted shares are entitled to vote the shamscareceive dividends on the shares if and
when declared by the Board of Directors, in eacte @n the same basis as the Company’s Common SRagscted stock grants to
Mr. Renwick and the other named executive offi@@essummarized below.

Perquisites

During 2005, the Company’s executive officerseveligible to participate in The Progressive Cogpion Executive Deferred
Compensation Plan, and certain of the executivieesff were also covered by The Progressive Colipor&ixecutive Separation Allowance
Plan and/or had a separate employment agreeméntheitCompany. These plans and agreements arébdebitr more detail starting on
page 21. Other than these arrangements, the Conppavigles only the perquisites to executive officérat are discussed below.

In 2002, the Board of Directors approved the @any’s acquisition of a corporate airplane, pritydior the business travel of
Mr. Renwick. The Board has strongly recommendetiMraRenwick use of the Company plane for his ¢éfaveeds, including personal
travel, in order to minimize and more efficientlifliae his travel time, protect the confidentiality his travel and the Company’s business and
enhance his personal security. In addition, the g, with Board approval, purchased a new airanaftovember 2005. The Company
currently expects that the existing airplane wdlretired and sold after the new aircraft comes setrvice in March or April of 2006.

Mr. Renwick also is provided a Company-owned wéth a professional driver, principally for hisiginess needs, including commuting to
and from work. The value of Mr. Renwick’s personsé of the airplane and car are discussed beloert@EO and Named Executive
Officer Compensation for 2005.”

Neither Mr. Renwick nor the other executive offeeceived any additional cash compensation tolneise them for income taxes that «
become due and payable as the result of theirpeckthese perquisites.

CEO and Named Executive Officer Compensation for 20b

Salary and Cash Bonus. Glenn M. Renwick, the Company’s President and Claiefcutive Officer, received cash compensatiotén t
amount of $2,481,375 for 2005, consisting of anuahsalary of $750,000 and a bonus award of $13751n addition to the equity awards
and other items described below. The total cashpemsation for the other named executive officer@®5 and the two prior years, broken
down by salary and bonus, is set forth in the “SamnCompensation Table” on page 19.

Equity-based Compensation. For the long-term incentive component of his congaion, in March 2005, Mr. Renwick was awarded 83,1
of the Company’s Common Shares in the form of iestl stock. This award included a time-based awé#l,571 Common Shares and a
performance-based award of 41,570 Common Sharék.rééipect to the time-based restricted stock avemsuming that none of the award’s
forfeiture provisions are triggered, one-third lastaward will vest on January 1 of each of 20@®%®and 2010. The performance-based
restricted stock award will vest on the date offibblic dissemination by the Company of a newsasdereporting satisfaction of the 2005
Performance Standards, as described above, omili@xpire on December 31, 2014 if the 2005 Pearfance Standards are not satisfied by
that
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date. These awards were determined based on adangncentive award value equal to 1000% of MmWiek’s base salary, with market
value on the date of grant of $7,500,000.

The equity-based compensation awarded to ther aimed executive officers in 2005 was as follows:

Value of Time-Based Total
Award Restricted Performance-Based Restricted
Name (% of Salary) Shares Restricted Shares Shares
Bauer 19(% 4,60z 4,14( 8,742
Forrestel 215% 5,54« 6,37¢ 11,91¢
Passel 210% 4,491 4,94( 9,341
Williams 205% 5,10(C 5,35¢ 10,45¢

Exercise or Vesting of Prior Equity-based Awards. During 2005, Mr. Renwick exercised options to pasd 66,300 of the Company’s
Common Shares. The options were granted to Mr. Réry the Company in 1996 at an exercise pric®l&.75 per share (the number of
shares and the market price on the date of grargach stated on a split-adjusted basis), and se¢i® expire on December 31, 2005 if not
exercised. Mr. Renwick paid the option exercise@(humber of shares times the per share cosbidktadbove) and the tax withholding
obligations resulting from the exercise by surremggto the Company 32,681 Common Shares (commmeafigyred to as a “stock swap”). As
a result of the option exercise, Mr. Renwick earaguofit, before taxes, of approximately $5,588,{ilased on a market price on the date of
exercise of $99.99 per share). Because he usetidtie swap method to acquire the option sharestriéasaction resulted in a net increase of
his direct share ownership in the Company by 33gkdes.

Stock option exercises by the other named ekexafficers during 2005 were as follows:

Market or Sales Approximate
Number of Shares Purchase Price Price (Weighted Pfib Earned
Name Purchased (Weighted Average) Average) (before taxes)
Bauer 75,60( $29.707¢ $103.834i $5,603,99
Williams 24,30( $22.791! $100.254. $1,882,34

The Company does not pay any additional castpeosation to the executive officers to reimburseritior any income taxes that become
due and payable in connection with equity compémsatwards, including any taxes that become dubegesult of the exercise or vesting of
such awards.

Distribution from Executive Deferred Compensation Plan . During 2005, Mr. Renwick received a distributioi$70,594 under the Execut
Deferred Compensation Plan, which is discussedarerdetail below. The payout represented a podfanGainsharing bonus earned by
Mr. Renwick in 1995 that he had elected to defeaféected by the deemed investments under the Plan

Personal Use of Company Airplane and Car. The plane was principally used by Mr. Renwick, émd limited extent by other executives i
employees, for Company business during 2005. MnwRek, at the Board’s direction, also used thelainp for his personal travel and the
incremental costs of his personal use of the plaaeset forth in the summary below. Mr. Renwickastonally was accompanied by other
executives on personal trips on the plane, althawgghdditional incremental costs were incurredigy@ompany as a result. Overall in 2005,
the Company incurred a total of approximately $2%98,in out-of-pocket costs and $641,391 in deptiecieexpense in connection with the
ownership, operation and maintenance of the aigplan

Mr. Renwicks personal use of the car provided to him was enti@. The Company incurred approximately $129j86@sts in connectio
with the car and driver during 2005.
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Summary of Perquisites. The limited nature of the perquisites offered t® @ompany’s named executive officers during 200B8d&cated by
the following summary.

Incremental Costs from Personal Usi

Name of Company Aircraft Other Perquisites
Renwick $63,43: $0
Forrestel 0 0
Bauer 0 0]
Passel 0 0
Williams 0 0

Review of CEQ'’s Total Compensation

As a part of its annual review of the Comparggecutive compensation program and strategies; tinemittee has reviewed Mr. Renwick’s
aggregate compensation and equity-based awar@9@&r and those that are planned for 2006, incluttiegerquisites described above. The
Committee believes that Mr. Renwick’s overall comgetion is reasonable when compared with the cosgpiem of chief executives of
comparable companies, especially in view of thestamding performance achieved by the Company umdédeadership, and that his
compensation program strikes an appropriate balaeteeen salary and variable compensation arrangspensistent with the Company’s
compensation policies for employees in general.nédte that Mr. Renwick’s salary and his maximum gmescash compensation for the year
(salary plus maximum potential cash bonus) haveamesd the same since February 2002.

The cash bonus component of Mr. Renwick’s corspgon and his annual performance-based restrittetk award are tied to the
achievement of objective performance-based goalhéCompany as a whole, and include challengingets pursuant to which excellent
performance by the Company is rewarded. Annual-thaeed restricted stock awards provide additiorantive to Mr. Renwick to remain
with the Company for the required vesting periaig] the benefit to him increases only if the sthaldings of other stockholders increase in
value as well. A large part of Mr. Renwick’s ovér@mpensation is thus tied to Company performamzkto the creation of shareholder
value.

In addition, the Company has provided the Conamritvith information detailing potential paymeriattcould be made to, or other value
that could be earned or recognized by, Mr. Renwitlfer the Company’s various compensation and kem@éins and arrangements upon his
retirement or an involuntary termination of his éayment by the Company (other than for cause oerlimited circumstances), or in
connection with a change of control of the Compdrhese benefits are summarized as follows:

* Retirement. Upon a voluntary termination or retirement by Merivick, he would be entitled to no special treatt
by the Company. He would be permitted to exerdisef &is stock options that are then vested witbihdays after
leaving the Company (for the value of Mr. Renwic&eercisable stock options at December 31, 20@5thsetable
on page 21), and he would begin receiving distiiimst of previously earned bonuses that he electééfer in prio
years under the Executive Deferred Compensatiam PEDCP”), in each case on the same terms andittonsl as
other employees who participate in those plansuAllested stock options and restricted stock awaoddd be
forfeited automatically. He would receive a paym@ntunused vacation time, also on terms geneegdplicable to
the Company’s employees (the amount of which valyfrom time to time depending on the extent taciwtne
uses his allotted vacation time, but will not ext@@.3% of his annual salary when his employmetsrisinated).
He would enjoy no po-retirement benefits from the Compal

* Involuntary Termination. If Mr. Renwick were to be involuntarily terminateg the Company without cause, he
would receive a or-time severance payment equal to one’s salary plus the highest bor
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paid to him over the prior 3 years, or a total amaf $3,000,000 as currently calculated. He walé be entitled
to post-employment welfare benefits that are culyaralued at approximately $6,500. Otherwise, Renwick
would have the same rights described above inubptef a voluntary retirement with respect to edsstock
options, EDCP distributions and unused vacatioe tiodnvested stock options and restricted stock dsvalso
would be forfeited automatically in the event ofiamoluntary termination

» Change of Contral. In the event of a “change of control” or “potenttdlange of controldf the Company (as defin
in the Company’s various incentive plans), unvesiguity awards will vest automatically and, unldetermined
otherwise by the Committee prior to the changeooftiol, the Company will pay to Mr. Renwick the lktaslue of
those awards. Assuming a price of $105 per ComnmameS(the approximate market value at January (16)2 the
Company would pay to Mr. Renwick approximately $25,060 under these plans at the time of the chahge
control on account of his currently outstandingiggawards. In addition, if Mr. Renwick’s employntemere
terminated at or within three years after the cleasigcontrol, he would be entitled to receive uniisremployment
agreement: (i) a severance payment of two timesaiay and recent bonus, or $6,000,000 in thecagge as
currently calculated; (ii) post-termination welfdrenefits on substantially the same terms as hrermtly enjoys for
two years, with an estimated current value of agpnately $37,750 in the aggregate; and (iii) a énee tax “gross

up” payment in the approximate amount of $10,400@0. As with other termination events, Mr. Renwick ebu
also have the right to exercise vested stock optitmbegin receiving EDCP distributions undertdrens of the
applicable plans, and to receive a payment fouhissed vacation timi

The Committee has reviewed this information has concluded that the earnings to which Mr. Rekwiculd be entitled and the potential
payouts by the Company upon the occurrence ofwbpte described above are reasonable under thieappl circumstances. In assessing
these potential payouts, the Committee has takeraccount the following matters:

» The potential cash payouts or severance are, ctone year’s salary and bonus for an involantarmination
without cause, and two years’ salary and bonus apdmange of control. The Committee views theseusutsoas
reasonable and appropriate for the Com’s executive officers, including Mr. Renwic

» Under the Company’s equity incentive plans, Mr. RieR must exercise any vested stock options wi@tirdays
after termination of his employment. The Commitlees not view this item as “additional” compensapaid to
Mr. Renwick at that time, since he previously edrtieese awards and has the right to exercise tierlymg
options, and to cash-out their value to him, attamg. The Committee notes that his decision na@xercise the
options, and to allow their value to fluctuate witle Company’s stock price, further aligns Mr. Rexke interests
with those of the Compa’s shareholder:

* Likewise, the Committee does not view the payontslt. Renwick, or to other executives, from the éixeve
Deferred Compensation Plan to be “additional” conga¢ion to be paid at the time of separation. Tdlarte in
Mr. Renwick’s account is attributable to cash basuthat have been earned and would have beenopa@ktricted
stock that would have vested, in prior years, butis election to defer receipt of those fundstmares in the plan.
The value of the participar respective deferrals m:

(1) The amount of the tax “gross up” payment assuthat Mr. Renwick’'s employment is terminatechattime of the change of control.
Mr. Renwick is entitled under his employment agreatito receive a tax “gross up” payment in an arhaoenessary to counteract the
20% excise tax under Internal Revenue Code Se2806%, which is paid on certain compensation reckbyeexecutive officers. For a
further discussion of the employment agreementthadax”gross u” payment, see page -
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fluctuate depending on the performance of deemessiments selected by the participants, which, inRénwick’s case, includes a
substantial amount deemed to be invested in thep@oyis Common Shares. At the time of the defethal,Company sets aside assets in a so
called “rabbi trust” to secure its liabilities tagpicipants for the future payouts, and those ass®tinvested by the trust in investments which
correspond to the deemed investments selectedrbigipants. Through this mechanism, the Compangoatiffely pre-funds its obligations to
the participants in the EDCP. The Company doesowtribute additional funds or other assets ineoEIDCP accounts and does not guare
that the participants will earn any specific rateeturn on these accounts.

* In the Committee’s view, the accelerated vestingapfity awards upon a change of control is a cuatgrand
reasonable component of an equity-incentive progiidre Committee believes that the past equity gramt
Mr. Renwick have been reasonable in amount, andbsiantial part of the value that would be receivgdiim in
the event of a change in control would result ftbw@ increase in the price of the Company’s Comniwarés over
the years. The Committee believes that this ispgmagriate result since the share price increasdikewise
benefited the Company’s long-term shareholders canegnt management, under Mr. Renwick’s leaderdtap
been responsible for that increase in recent y

» The Company’s compensation and benefit plans armdogmment agreements only confer modest post-empoym
benefits on its executives, limited to the contimraof certain health and welfare benefits for aximum period of
two years. All other perquisites, including Mr. Reck’s personal use of the Company aircraft and wauld
terminate when he leaves the Comp:

* The potential tax “gross up” payment, while subsgnis only applicable in the event of a chan§eantrol of the
Company and, in the Committee’s view, is an appab@method for the Company to protect executives fthe
punitive effects of a 20% excise tax levied by Beeleral tax laws on certain income paid to exeeutificers in
such circumstance

Under all of the circumstances, therefore, tben@ittee views Mr. Renwick’s compensation, andgutential payouts in the various
scenarios described above, to be reasonable dahd interests of the Company’s shareholders.

Omnibus Reconciliation Act of 1993

Section 162(m) of the Internal Revenue Codetéind $1 million per year (“Deduction Limit”) theeduction allowed for Federal income tax
purposes for compensation paid to the chief exeewtficer and the four other most highly compeedatxecutive officers of a public
company (“Covered Executives”). This Deduction Ltishbes not apply to compensation paid under athlainmeets certain requirements for
“performance-based compensation.” Generally, tdifyuar this exception: (a) the compensation mbstpayable solely on account of the
attainment of one or more pre-established objegeréormance goals; (b) the performance goals misistablished by a compensation
committee of the board of directors that is cormgatisolely of two or more “outside directors”; (bgtmaterial terms of the performance goals
must be disclosed to and approved by sharehol@dosebpayment; and (d) the compensation committest certify in writing prior to
payment that the performance goals and any othesriabterms have been satisfied.

It is the Company’s policy to structure its intige compensation programs for Covered Executivesatisfy the requirements for the
“performance-based compensation” exception to théudtion Limit and, thus, to preserve the full detdhility of all compensation paid
thereunder, to the extent practicable in view ef@ompany’s compensation policies and structures.dompany’s equity incentive plans, as
well as the Executive Bonus Plan, have been subitt and approved by the Company’s shareholdéesapplicable performance criteria
(and in the case of cash bonuses, the amount efshmeayout that would result from various levelpefformance when measured against
specific performance criteria) are approved in adesby the Committee each year and are thereaftesubject to change by the Company or
the Committee. Thus,
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restricted stock awards which vest, and cash bamasds under the Executive Bonus Plan which ar gat, based on such performance
criteria are structured to be “performance-basedpamsation,” and compensation arising from suchr@swaould not be subject to the
Deduction Limit, provided that each of the otheguigements described above are satisfied.

Compensation that is earned by the Covered Eixesuwpon the exercise of stock option awards ¢tvlaere granted to executives by the
Company on an annual basis prior to 2003) is dedmedtisfy the requirements for “performance-basmdpensation” under Section 162
(m), if the following requirements are satisfielde taward is made by a compensation committee ceetpsolely of two or more “outside
directors;” the plan under which the award has lgranted is approved by shareholders and statesakBnum number of shares with
respect to which options may be granted to any eyel during a specified period; and, under the $eshithe option, the amount of
compensation the Covered Executives could recsibased solely on an increase in the value oftduk sifter the date of the award. The
Company’s outstanding option awards to Covered &kezs satisfy each of these requirements.

However, restricted stock awards that vest tma-based formula will not satisfy the “performangased compensatioeXception and wi
be subject to the Deduction Limit. In additionhaligh salaries and any perquisites are subjeqpmaal of the Committee, they will not be
submitted to a vote of shareholders and will alssbject to the Deduction Limit. Similarly, onemore Covered Executives may be eligible
to earn a portion of their potential cash bonusenmiians that have not been approved by sharelsolaled any such bonus would be subje
the Deduction Limit. Accordingly, if the total ohg Covered Executive’s remuneration which doessatisfy the “performance-based
compensation” exception, such as salary, certah banus awards and compensation attributablen-iased restricted stock awards,
exceeds $1 million in any year, the Company will ne entitled to deduct the amount that exceedsiffiibn. While the Committee
understands the tax disadvantages of such comp@emsatangements, the Committee believes thapmapriate cases, the use of such
compensation strategies may outweigh the poteatiadietriments. The Committee will continue to ntonthe actual tax impact on the
Company of such compensations strategies each year.

In 2005, the non-performance-based compensatiamed by each of the Covered Executives wasHass®tl million. Accordingly, all
compensation earned by the Covered Executivesuilgsdeductible for Federal income tax purposes.

Summary and Concluding Remarks

The Committee believes that executive compemsatiould be linked to the creation of shareholdéue. The Company’s executive
compensation program thus includes significant {targn incentives, through equity-based awards, Wwhie tied to the long-term
performance of the Company’s Common Shares. Then@ittee recognizes, however, that while stock privey reflect corporate
performance over the long term, other factors, sischeneral economic conditions and varying agiaimong investors toward the stock
market in general and specific industries and/onganies in particular, may significantly affectckrices at any point in time. According
the annual cash components of the program, camgisfisalary and bonus, emphasize current corppefermance and the realization of
defined business objectives, which are indepenafestiort-range fluctuations in the stock price.

The executive compensation program has thus designed to align executive compensation with bleehCompany’s business goals and
long-term shareholder interests. The Committee=beti that the program, as implemented, is balamcddonsistent with these objectives.
The Committee will continue to monitor the
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operation of the program and cause the prograne tdpusted and refined, as necessary, to ensuri¢ toatinues to support both corporate
and shareholder goals.

COMPENSATION COMMITTEE
Charles A. DavisChairman
Bernadine P. Healy, M.L
Norman S. Matthew
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PERFORMANCE GRAPH

The following performance graph compares théopmance of the Company’s Common Shares (“PGRthéStandard & Poor’s 500
Index (“S & P Index”) and the Value Line ProperGdsualty Industry Group (“P/ C Group”) for the I&ise years.

Cumulative Five-Year Total Return*

PGR, S&P Index, P/ C Group
(Performance Results through 12/31/2005)
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Cumulative Total Return as of December 31 of eachegar
(assumes $100 was invested at the close of tradimmy December 31, 200(C

2001 2002 2003 2004 2005
PGR $144.2: $144.0¢ $243.1¢ $247.1: $340.8¢
S&P Index 88.11 68.6¢ 88.3: 97.9¢ 102.7¢
P/ C Groug 104.0¢ 107.7: 136.2% 152.2¢ 168.9:

*  Assumes reinvestment of dividen:

Source: Value Line, Inc.
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ITEM 2: PROPOSAL TO APPROVE AN AMENDMENT TO THE CO MPANY’S AMENDED
ARTICLES OF INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED
COMMON SHARES FROM 600,000,000 TO 900,000,0C

The Board of Directors has approved, subjeefjaroval by shareholders, an amendment to the @op'gpAmended Articles of
Incorporation (“Amended Articles”) to increase tiember of Common Shares, $1.00 par value, thattmepany is authorized to issue from
600,000,000 to 900,000,000. The full text of thetfparagraph of Article FOURTH of the Amended &lds reflecting this amendment is
attached to this proxy statement as Exhibit A. fidlewing description of the amendment is qualifiadts entirety by reference to Exhibit A.

Background

Under the Amended Articles, the Company is aulyeauthorized to issue up to 600,000,000 of ilsn@on Shares. As of December 31,
2005, these authorized shares could be categaizéullows:

* Issued and outstanding: 197,365,110 shares (including 1,373,308 shareawe#sted restricted stock issued
under the Compar's equity compensation plar
 Reserved for issuance: 14,007,366 shares (i.e., pursuant to equity congiEmsplans and other employee

benefit plans, including 5,123,646 shares curresilyject to outstanding stock
options awards

* Held in Treasury 15,747,887 share

* Balance available: 372,879,637 shares (i.e., authorized but unissnddat reserved under the
Compan’s benefit plans

For the reasons set forth below, the Boarddgsesting that shareholders approve an increaseinumber of authorized Common Shares
from 600,000,000 to 900,000,000. The Company’stanting Common Shares are currently listed on tew Mork Stock Exchange
(NYSE).

Reason for and Effects of Proposed Amendment

The Board of Directors believes that it is ie thest interests of shareholders and the Compamgvi® additional authorized but unissued
Common Shares available for possible future shiaidehds or splits, employee benefit plans and @o, financing transactions and other
general corporate purposes. If this proposal is@amal by shareholders, authorized but unissued Gamfiares could be issued by the Bi
of Directors without further action by the sharetesk, unless shareholder approval is required plicale law or the rules of the NYSE.

If shareholders approve the increase in autedrizommon Shares as requested in this proposa@adue currently anticipates that it will
promptly consider whether to declare a split of@mpany’s Common Shares in the form of a stoclddivd. The Board is requesting
shareholders to authorize such additional shaies torconsidering a stock split because a splitgqusnly the Companyg’ currently authorize
Common Shares would not maximize the benefits gdigeattributed to stock split transactions, sustaaignificant reduction in price,
increase in market liquidity or broadening of inie@snterest in the stock. Accordingly, the Boagtidled to request that shareholders incr
the current authorization to 900,000,000 Commorré&havhich, if approved, would provide the Boardwihe flexibility to consider a stock
split of up to a 4-for-1 ratio.

There can be no guarantee that a stock spiisaction will occur promptly after the Annual Mexgtior at any other time. If shareholders
approve this proposal, the Board will consider wkefr not to go forward with a stock split basedtwe facts and circumstances existing at
that time, which may include the market price & @ompany’s Common Shares, the Compafipancial condition, cash flows and opera
results,
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the prospects of the Company, any applicable legastraints, market conditions and investor sentiireemong other factors. If the Board
elects to declare a stock split in the form ofaktdividend, shareholders will be informed by &lmiannouncement as required by law and
the rules of the NYSE. If shareholders do not apptbis proposal, the Board may or may not elesplit the stock, or declare a share
dividend, based only on the currently authorized@mn Shares.

Notwithstanding the Company’s purpose in incirgaithe number of authorized Common Shares avail@hlissuance as described above,
the existence of authorized and unissued CommoreSiight also have the effect of discouragingtéenmgt by another person or entity,
through the acquisition of a substantial numbahefCompany’s Common Shares, to acquire contrtii@Company with a view to carrying
out a merger, sale of the Company’s assets oraiitndnsaction, since the issuance of additionah@on Shares by the Company could be
used to dilute the share ownership or voting rigifitsuch person or entity. Further, any authorizetunissued Common Shares could be

privately placed with or otherwise issued to pesssupporting incumbent management, making a changentrol of the Company more
difficult.

Description of Capital Shares; Holding Company Strature

The Company’s Amended Articles currently autheithe following capital shares:

» 600,000,000 Common Shares, $1.00 par value, ofwt@,365,110 were issued and outstanding at Dezedih
2005;

» 20,000,000 Serial Preferred Shares, without parev@iSerial Preferred Shares”), none of which amgently
outstanding; an

+ 5,000,000 Voting Preference Shares, without parevéiVoting Preference Shares”), none of whichanmeently
outstanding

Serial Preferred Shares and Voting PrefereneeeShare referred to collectively herein as “Pref&Shares”.

Common Shares. Subject to the rights of the Company’s creditord tre holders of any outstanding Preferred Shénedholders of
Common Shares are entitled to receive such divislesdnay be declared by the Board of Directorsaustiare ratably in any assets of the
Company available for distribution upon liquidatidrnere are no preemptive rights, conversion rigietidemption provisions or sinking fund
provisions with respect to the Common Shares.

Holders of Common Shares are entitled to one pet share. Upon compliance by holders of Comniames with certain statutory notice
provisions, holders of Common Shares are entilezitmulate their votes in the election of Directors

The additional Common Shares for which authdidnais sought under this proposal would have #raesrights and privileges as the
Common Shares currently outstanding.

Preferred Shares. The Board of Directors of the Company is empoweoeguthorize the issuance of Serial Preferred Stemd Voting
Preference Shares, each of which may be issuetkimomore series. Preferred Shares may be issui ICompany if and when the Board
of Directors deems it desirable without furtherrgh@lder action. No Preferred Shares are currentigtanding, and the Company has no
present plan to issue any Preferred Shares.

All series of Serial Preferred Shares or Votiigference Shares, when issued, would rank egaradlywould be identical in all respects,
except that (i) the rights of holders of SerialfBneed Shares and Voting Preference
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Shares may differ as to voting rights and provisitor certain consents, and (ii) the Board of Dimes may fix with respect to each such se
of Preferred Shares, prior to issuance thereoffal@wving terms:

« the designation of the serie

» the authorized number of shares of the seriesesuty certain increases and decreases as detédrbyrtae Board
of Directors from time to time

« the dividend rate or rates of the ser

» the date or dates from which dividends will accand (if applicable) be cumulative and the datesbich and the
period or periods for which dividends, if declaredl) be payable

* the redemption rights and prices, if a
* the terms and amounts of the sinking fund, if ¢

» the amount payable on shares of the series invidret @f any voluntary or involuntary liquidationsdolution or
winding up of the affairs of the Compar

» whether the shares of the series will be converiilio Common Shares or shares of any other ctakdfeso, the
conversion rate or rates or price or prices, anysathents thereof and all other terms and conditiggon which
such conversion may be made,

* the restrictions on the issuance of shares ofdheesor any other class or ser

All series of Preferred Shares would rank, agivaend and liquidation rights, senior to Comn®&mares. Holders of Preferred Shares w
have no preemptive rights to purchase or subséoibany additional Preferred Shares or other séearof the Company.

The holders of Serial Preferred Shares woule: mavvoting rights, except as otherwise providedhlayand as specifically provided in the
Amended Articles with respect to certain mattefeaing the Serial Preferred Shares.

The holders of Voting Preference Shares woulbdientitled to one vote per share, (ii) vote alas with the Common Shares (except as
otherwise provided by law or the Amended Articl€gi), have voting rights with respect to certairatiers affecting the Voting Preference
Shares substantially similar to those specificpilyvided to holders of Serial Preferred Shares,(afydhave special voting rights with respect
to certain extraordinary transactions involving @@mpany. In particular, under the Company’s Amenddicles, the affirmative vote or
consent of holders of at least two-thirds of thaiip Preference Shares at the time outstandingdvoelinecessary to carry out a merger or
consolidation with the Company, the sale of alsabstantially all of the Company’s assets and tedter transactions.

The ability of the Board of Directors to issueferred Shares without the approval of sharehslgesvides the Company with flexibility in
connection with financings, acquisitions and ott@nporate transactions. Nevertheless, the issugfreeeferred Shares could adversely affect
the voting power or other rights of the holder€Coimmon Shares. For example, issuance of Prefetrae$§ could result in there being a cl
of shares more senior to Common Shares with respelividends and distributions in liquidation. fereed Shares could also be issued w
right to convert into Common Shares and, upon deeaise of any such conversion right, could resuthe dilution of voting power and the
net income and book value per share attributabileetgreviously outstanding Common Shares of thmgzmy.

In addition, the issuance of Preferred Sharetddoave the effect of delaying, deferring or pretireg a change in control of the Company.
The ability of the Compang’'Board of Directors to issue Preferred Shares tdigicourage an attempt by another person or ethitgugh the
acquisition of a substantial number of Common Sameacquire control of the Company with a vievetfecting a merger, sale of the
Company’s
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assets or similar transaction, since the issuahPesderred Shares which are convertible into Comi@bares could be used to dilute the s
ownership of a person or entity seeking to obtaimaintain control of the Company. Moreover, a até/placement or other issuance of
Voting Preference Shares to persons supportingieumanagement of the Company could deter an witsolitender offer or other attempt
others to acquire control of the Company with awie effecting a merger or consolidation with then@pany, sale of all or a substantial part
of the Companys assets or similar transaction, because the tefithe Voting Preference Shares provide that ach stansaction requires t
approval by a two-thirds vote of the holders of Wtating Preference Shares. As a result, a votdbeyholders of the Voting Preference Shares
could block a merger, sale of the Company’s assetfmilar transaction which a majority of the hadsl of Common Shares of the Company
believes desirable.

Holding Company Structure. The Company is set up as a holding company, witktrobits operations being conducted and assetsihel
subsidiary corporations. As a result, a major portf the Company’s internally generated cash floderived from dividends paid to it by its
subsidiaries, many of which are insurance compahggsare regulated by various state laws. Ins@atetutes in many states impose
limitations on the ability of regulated insuran@@mpanies to pay dividends and transfer asseteiodffiliates, including to a parent
company. Such statutes may also require that &te'stdepartment of insurance or its equivaleng @i approval before an insurance
company subsidiary pays dividends to its parentpaomg, and such approval may or may not be graftecbrdingly, the Company’s ability
to pay dividends on its outstanding Common anddpredl Shares, and to meet its other obligationy, maadversely affected by such
limitations or prior approval requirements.

In addition, the holding company structure methas a substantial amount of the Company’s assgtsists of its equity interest in its
subsidiaries. In the context of the liquidatiorr@capitalization of one of its subsidiaries, thar@any’s right as the shareholder to receive the
assets of the subsidiary will be subject to therxiaims of the subsidiary’s creditors and, in ¢hse of insurance company subsidiaries, may
further be limited or delayed by laws or regulasi@esigned to protect the interests of policyhaderother claimants under insurance
policies issued by the subsidiary. In such casesCompany’s ability to realize the value of itsigginterest in the subsidiary, and to use the
proceeds thereof to pay dividends on its shardés other obligations, may be impaired or delayed.

Corporate Governance Provisions that Could Discourge a Change of Control; Ohio Laws regarding ControlShare Acquisitions and
Merger Moratorium

Certain other provisions of the Company’s Amehdeticles, the Compang’Code of Regulations and Ohio corporation lawa@lso havi
the effect of delaying, deferring or preventing erger, tender offer or other change in controhef Company or the replacement of its
directors and management, as discussed below.

Business Combination Approval Requirements. The Company’s Amended Articles contain requiremémtspproval of certain business
combinations involving the Company. These provisiceguire that any merger and certain other busicesbination transactions involving
the Company and any holder of 20% or more of the@uomy’s Common Shares (“Related Party”) cannotdmepdeted unless the transaction
is approved by the affirmative vote of the holdefr§5% of the Common Shares having voting poweh wéspect to any such proposal ant
the affirmative vote of the holders of a majorifytile Common Shares having voting power with resgeany such proposal excluding the
Common Shares owned by the Related Party. The AetkAdicles further provide, however, that thisr&hemlder approval requirement will
not apply if either (i) the transaction is approwsda majority of the Company’s “Continuing Dirergbd(as defined in the Amended Articles),
or (ii) a “fair price” requirement has been sagsfi Under the “fair price” provision, the cash tiier consideration to be paid for each of the
Company’s Common Shares acquired in the transactionot be less than the highest per share pridebgahe Related Party in acquiring
any of the
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Company’s Common Shares. These provisions mayeaatiended or repealed except by the vote of hotdéts% of the Common Shares
having voting power with respect to any such praposs of January 31, 2006, the executive offi@erd directors of the Company
beneficially owned approximately 8.1% of the outsiag Common Shares.

Structure of Board of Directors. The Company’s Code of Regulations provides thaBib&rd of Directors is to be divided into threesslas
of directors serving staggered thngsar terms. In addition, the Code of Regulatiomgiites the vote of at least 75% of the voting poafehe
Company to increase or decrease the number oftdisecequires advance written notice to the Compdrany shareholder nominations for
the election of directors, and provides that tHierabtive vote of at least 75% of the voting powéthe Company is required to amend or
repeal the foregoing provisions. These provisitasen either separately or together, would makeoite difficult and time-consuming for an
interested party to elect its own nominees to themm@any’s Board of Directors.

Removal of Directors. The Code of Regulations also currently provides dir@ctors may be removed without cause only leyatiirmative
vote of 75% of the voting power of the Company witkpect to the election of directors. This prauisivould prevent a shareholder
possessing a majority, but less than 75%, of thieggower of the Company from unilaterally remayitirectors and replacing them with its
own representatives.

Ohio Control Share Acquisition Law. Ohio corporation law requires prior shareholderrapal of any “control share acquisition” of certain
Ohio corporations, including the Company. A “cohgbare acquisition” is defined as the acquisitéone-fifth, one-third or a majority of
the voting power of the corporation in the electidrdirectors. Under these provisions, any persbo proposes to make a control share
acquisition of the Company is required to notifg thompany in advance of the proposed transactidnugron receipt of such notice, the
Company must call a special meeting of shareholkdevste on the transaction. A two-fold quorum rieggment would have to be met at the
meeting: both the holders of a majority of the mgtshares, and the holders of a majority of théngathares after excluding shares held b
acquiring person, certain directors and officerthefCompany and certain other holders who haveiatja large block of the Company’s
stock after public disclosure of the proposed adr#hare acquisition, would have to be presentisgn or by proxy at the meeting. The
proposed acquisition could proceed only if it ipregved by a majority of each quorum. The noticecsgd meeting and shareholder approval
requirements must be met each time a person’siigddafter giving effect to the proposed sharelmse, would exceed any of the one-fifth,
one-third or majority voting power thresholds.

Ohio Merger Moratorium Law. Ohio corporation law includes “merger moratoriumbyisions that, in general, prohibit certain Ohio
corporations, including the Company (an “issuinglmucorporation”), from entering into a mergernsolidation or other specified
transaction (“regulated transaction”) with any parsvho, together with related parties, has thet iglexercise 10% or more of the voting
power of the issuing public corporation in the &tmt of directors (“interested shareholdefgr a period of three years after the date on w
such person became an interested shareholder €“abquisition date”). These provisions do not apipbwever, if prior to such share
acquisition date, the directors of the issuing jautbrporation approved either the regulated tretirsa or the purchase of shares which
resulted in such person becoming an interestedkblater. After the three-year period, the issuinblic corporation may engage in a
regulated transaction with the interested sharehaldly if (a) the directors of such corporatior lzgpproved the purchase of shares by the
interested shareholder prior to such share acouigiate, (b) the transaction is approved by tfienadtive vote of the holders of at least two-
thirds of the voting power of the issuing publicporation (or such other proportion as the artiohesy provide) and by at least a majority of
the disinterested shares, or (c) certain “fairgfiequirements are satisfied with the respechéocbnsideration payable in the transaction to
the holders of disinterested shares.
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The Company and its shareholders are subjebetexisting provisions of the Company’s Amendeticdes and Code of Regulations, and
to the Ohio “control share acquisition” and “mergasratorium” laws, whether or not shareholders appithe proposed amendment to
increase the number of authorized Common Sharespidposed amendment is not part of a comprehepkiveof the Board or managem:
to implement a series of “anti-takeover” measuaesl neither the Board nor management presentlgdste propose any other or additional
amendments to the Company’s Amended Articles oreQddRegulations that may have such an effect.

Vote Required for Approval
Under Ohio corporation law, the affirmative voffiea majority of the outstanding Common Sharasdgired for approval of this proposal.
The Board of Directors recommends that shareholdersote FOR this proposal.
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ITEM 3: PROPOSAL TO RATIFY THE APPOINTMENT OF PRIC EWATERHOUSECOOPERS LLP
AS THE COMPANY'S INDEPENDENT REGISTERED PUBLIC ACCO UNTING FIRM FOR
2006

The Audit Committee of the Board of Directoestappointed PricewaterhouseCoopers LLP as thpaendent registered public accounting
firm to examine the financial statements of the @any for the year ending December 31, 2006. Isti@eholders, by the affirmative vote
a majority of the votes cast on this proposal (idolg abstentions), provided that the total of gsatast represents a majority of the outstar
Common Shares, do not ratify the appointment afédvaterhouseCoopers LLP, the selection of the iewi@gnt registered public accounting
firm will be reconsidered by the Audit Committeeit bthe Committee may decide to continue the engagenf PricewaterhouseCoopers
LLP.

The Board of Directors recommends that shareholdersote FOR this proposal.

OTHER INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM INFORMATION

Approval of Audit and Non-Audit Services

The Audit Committee of the Board of Directorgu@&es that each engagement of the Company’s imdlgpe registered public accounting
firm to perform any audit or non-audit servicegliming the fees and principal terms of the engagenmust be approved by the Committee,
or by the Chairman of the Committee (who, prioF&bruary 2006, had authority to approve engagenmant® exceed $25,000 in the
aggregate between Committee meetings), beforeetiistered independent public accounting firm isagyegl by the Company for the
particular service. The Committee has not adoptgdother policies or procedures that would pertrét Company to engage the independent
registered public accounting firm for non-auditgegs without the specific prior approval of then@aittee or the Chairman.

Independent Registered Public Accounting Firm Fees

Following are the aggregate fees billed to tbenany for the fiscal years ended December 31, 20052004, by the Company’s
independent registered public accounting firm, &waterhouseCoopers LLP:

Fees 2005 2004
Audit $1,655,24: $1,366,38:
Audit-related 63,07t 63,38!
Tax 182,38: 404,27(
All other 0 0
Total $1,900,70 $1,834,03:
|

Audit fees. Includes professional services rendered for thét afithe consolidated financial statements of @mmpany, statutory audits and
the audit of internal control over financial repogt pursuant to Section 404 of the Sarbanes-OxleyoA2002 (“Sarbanes”). Prior year audit
fees are often billed in the subsequent year.

Audit-related fee. Includes assistance in the assessment of the imp&earbanes on the Company.
Tax fees. Includes fees for tax planning, consultation andeel
All of these fees were pre-approved by the AG@dilmmittee pursuant to the procedures describedeabo
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At the meeting held on February 20, 2006, thdidGommittee selected PricewaterhouseCoopers bldetve as the independent registi
public accounting firm for the Company and its sdiasies for 2006. Representatives of Pricewatesk@oopers LLP are expected to be
present at the Annual Meeting with the opportutitynake a statement about the Compaifiyiancial condition, if they desire to do so, &o
respond to appropriate questions.

SHAREHOLDER PROPOSALS

Any shareholder who intends to present a pralpaisthe 2007 Annual Meeting of Shareholdersriolusion in the proxy statement and
form of proxy relating to that meeting may do s@atordance with Securities and Exchange Commis$gitda 14a-8 and is advised that the
proposal must be received by the Secretary at ttmep@ny’s principal executive offices located at®30ilson Mills Road, Mayfield Village,
Ohio 44143, not later than November 6, 2006. Fosétshareholder proposals which are not submittadéordance with Rule 14a-8, the
proxies designated by the Board may exercise thisiretionary voting authority, without any disciessof the proposal in the Company’s
proxy materials, with respect to any proposal thaeceived by the Company after January 22, 2007.

SHAREHOLDER VOTE TABULATION

Votes will be tabulated by or under the directof Inspectors of Election, who may be regulapkyees of the Company. The Inspectors
of Election will certify the results of the votirag the Annual Meeting.

The director nominees who receive the great@sier of affirmative votes will be elected direstoAbstentions and broker non-votes thus
will not affect the results of the election.

The proposal to amend the Company’s Amendedlagiof Incorporation will be adopted if approvedtbe affirmative vote of a majority
of the outstanding Common Shares. Abstentions apiceb non-votes will not be counted as affirmatiotées and thus will have the same
effect as a vote against this proposal.

The proposal to ratify the appointment of PriagsvhouseCoopers LLP as the Company’s independgistered public accounting firm for
2006 will be adopted if approved by the affirmatixgte of the majority of the votes cast on thispmr®al (including abstentions), provided t
the total number of votes cast represents a mgjofithe outstanding Common Shares. Broker nonsvai# not be counted as cast votes.

HOUSEHOLDING

Securities and Exchange Commission regulagi@nsit a single set of the annual report and psigjement to be sent to any household at
which two or more shareholders reside if they appeae members of the same family. Each sharehalilecontinue to receive a separate
proxy card. This procedure, referred to as houskg| reduces the volume of duplicate informatibareholders receive and reduces mailing
and printing costs. A number of brokerage firmséhastituted householding. In accordance with &ratent to certain beneficial
shareholders who share a single address, onlyamedf this proxy statement and the attached ameyalrt will be sent to that address,
unless any shareholder residing at that address giontrary instructions.

If any beneficial shareholder residing at suctaddress desires to receive a separate copysghriby statement and the attached annual
report, a copy can be obtained by calling toll-fte@00-542-1061, or by writing to The Progressiag@ration, Investor Relations, at 6300
Wilson Mills Road, Box W-33, Mayfield Village, Ohi#4143. In addition, if any such shareholder widoa®ceive a separate proxy
statement and annual report in the future, thee$twdder should provide such instructions by caltivlyfree 1-800-542-1061.
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OTHER MATTERS

Charitable Contributions

Within the preceding three years, the Comparsyrted made a contribution to any charitable orgation in which any of the Company’s
directors serves as an executive officer. The ssjve Insurance Foundation, which is a charitithladation that receives contributions
from the Company, contributes to qualified tax-epenrganizations that are financially supportedt®y Company’s employees. Thus, in
matching an employee’s gift, the Foundation mayehaantributed to charitable organizations in wtacle or more of the Company’s
directors may be affiliated as an executive offickrector or trustee.

Proxy Solicitation

This solicitation of proxies is made by and @halif of the Board of Directors. The cost of thécsiation, including the reasonable expen
of brokerage firms or other nominees for forwardimgxy materials to beneficial owners, will be phidthe Company. In addition to
solicitation by mail, proxies may be solicited I®yepphone, facsimile, other electronic means oeirsgn. The Company has engaged the firm
of Morrow & Co., New York, New York, to assist it the solicitation of proxies at an estimated adst10,000. Proxies may be solicited by
directors, officers and employees of the Compartfiout additional compensation.

If the enclosed proxy is executed and returttelshares represented thereby will be voted inrdetice with any specifications made
therein by the shareholder. In the absence of acly specifications, the proxies will be voted:

(1) TO ELECT the four nominees named un“ltem 1: Election of Directo” above,;

(2) FOR the proposal to amend the Company’s Amegwiaacles of Incorporation to increase the numdier
authorized Common Shares from 600,000,000 to 900000; anc

(3) FOR the proposal to ratify the appointmenPatewaterhouseCoopers LLP as the Company’s indigpen
registered public accounting firm for 20(

The presence of any shareholder at the meetihgat operate to revoke his proxy. A proxy mayregoked at any time insofar as it has not
been exercised by giving written notice to the Camypor in open meeting.

If any other matters shall properly come betbemeeting, the persons named in the proxy, ar shistitutes, will vote thereon in

accordance with their judgment. The Board of Disesdoes not know at this time of any other matieas will be presented for action at the
meeting.
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AVAILABLE INFORMATION

The Company’s Code of Business Conduct and Ethicerfdirectors, officers and employees is availableta
progressive.com/governance, or may be requestedpnint by writing to: The Progressive Corporation, Investor Relations, 6300
Wilson Mills Road, Box W33, Mayfield Village, Ohio44143.

The Company will furnish, without charge, to each prson to whom a proxy statement is delivered, upooral or written request, a
copy of the Company’s Annual Report on Form 10-K fo 2005 (other than certain exhibits). Requests fosuch documents should be
submitted in writing to Jeffrey W. Basch, Chief Acounting Officer, The Progressive Corporation, 630@ilson Mills Road, Mayfield
Village, OH 44143, by telephone at (440) 395-225B@mail at investor _relations@progressive.com.

By Order of the Board of Director

Charles E. JarretSecretary
March , 2006
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EXHIBIT A

The following is the full text of the first pagraph of the proposed Article FOURTH of the Ameah@eticles of Incorporation of The
Progressive Corporation, reflecting the amendmeatidbed in Item 2 above.

Article FOURTH. The authorized number of shasEthe corporation is 925,000,000, consisting gDR0,000 Serial Preferred Shares,
without par value (hereinafter called “Serial Predd Shares”), 5,000,000 Voting Preference Shar#isout par value (hereinafter called
“Voting Preference Shares”), and 900,000,000 ComBiuares, $1.00 par value (hereinafter called “Comfioares”).
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DETACH CARD

THE PROGRESSIVE CORPORATION
Proxy Solicited on Behalf of the Board of Directordor the Annual Meeting of Shareholders

The undersigned hereby appoints W. Thomas RerteSharles E. Jarrett and David M. Coffey, ancheaf them, with full power of
substitution, as proxies for the undersigned tenattthe Annual Meeting of Shareholders of The Rregjve Corporation, to be held at 6671
Beta Drive, Mayfield Village, Ohio, at 10:00 a.r@leveland time, on April 21, 2006, and thereat, andny adjournment thereof, to vote and
act with respect to all Common Shares of the Compdrich the undersigned would be entitled to vatith all power the undersigned would
possess if present in person, as follows:

1. 0O WITH orO WITHOUT authority to vote (except as markedhe contrary below) for the election as directdralbfour
nominees listed belov

Stephen R. Hardis, Philip A. Laskawy, Norman S.thaws and Bradley T. Sheares, Ph.D.

(INSTRUCTION: To withhold authority to vote for an y individual nominee, print that nominee’s name orthe space provided
below.)

2. Proposal to approve an amendment to the Companyisnéled Articles of Incorporation to increase thmbar of authorized Common
Shares from 600,000,000 to 900,000,(

O FOR O AGAINST O ABSTAIN

3. Proposal to ratify the appointment of PricewladeiseCoopers LLP as the Company'’s independenteegispublic accounting firm for
2006.

O FOR O AGAINST O ABSTAIN

(Continued and to be dated and signed on reverseds)




DETACH CARD

(Continued from the other side)

4. In their discretion, to vote upon such other bussngs may properly come before the mee

This proxy, when properly executed, will be voted sispecified by the shareholder. If no specificatianare made, this proxy will be
voted to elect the nominees identified in Item 1 adve and to approve the Proposals described in ItenZ&sand 3 above.

Receipt of Notice of Annual Meeting of Shareholdans the related Proxy Statement dated Marct2006, is hereby acknowledged.

Date: , 2006

Signature of Shareholder(

Please sign as your name or names appear heretiaréfs are held jointly, all
holders must sign. When signing as attorney, execatiministrator, trustee or
guardian, please give your full title. If a corpioa, please sign in full
corporate name by president or other authorizedesffIf a partnership, please
sign in partnership name by authorized per



