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The Progressive Corporation and Subsidiaries
Consolidated Statements of Changes in Shareholders’ Equity
(unaudited)

Three Months Ended March 31,

(millions — except per share amounts) 2018 2017

Serial Preferred Shares, No Par Value

Balance, Beginning of period $ 0 $ 0

Issuance of Serial Preferred Shares, Series B 493.9 0

Balance, End of period $ 493.9 $ 0

Common Shares, $1.00 Par Value

Balance, Beginning of period $ 581.7 $ 579.9

Treasury shares purchased (0.7) (0.6)

Net restricted equity awards issued/vested 1.4 1.6

Balance, End of period $ 582.4 $ 580.9

Paid-In Capital

Balance, Beginning of period $ 1,389.2 $ 1,303.4

Treasury shares purchased (1.6) (1.3)

Net restricted equity awards issued/vested (1.4) (1.6)

Amortization of equity-based compensation 17.2 30.5

Reinvested dividends on restricted stock units (0.5) 0.3

Adjustment to carrying amount of redeemable noncontrolling interest (1.3) (0.2)

Balance, End of period $ 1,401.6 $ 1,331.1

Retained Earnings

Balance, Beginning of period $ 6,031.7 $ 5,140.4

Net income attributable to Progressive 718.0 424.3

Treasury shares purchased (34.9) (19.5)

Reinvested dividends on restricted stock units 0.5 (0.3)

Cumulative effect of change in accounting principle1 1,300.2 0

Reclassification of disproportionate tax effects1 4.3 0

Other, net (1.9) (1.5)

Balance, End of period $ 8,017.9 $ 5,543.4

Accumulated Other Comprehensive Income Attributable to Progressive

Balance, Beginning of period $ 1,282.2 $ 933.4

Attributable to noncontrolling interest 4.0 (0.9)

Other comprehensive income (154.3) 135.0

Cumulative effect of change in accounting principle1 (1,300.2) 0

Reclassification of disproportionate tax effects1 (4.3) 0

Balance, End of period $ (172.6) $ 1,067.5

Total Shareholders’ Equity $ 10,323.2 $ 8,522.9
1 See Note 14 – New Accounting Standards for further discussion.
There are 5.0 million Voting Preference Shares authorized; no such shares have been issued.
See notes to consolidated financial statements.
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Realized Gains (Losses) The components of net realized gains (losses) for the three months ended March 31, were:

Three Months
(millions) 2018 2017
Gross realized gains on security sales

Available-for-sale securities:
U.S. government obligations $ 0 $ 0.4
State and local government obligations 8.6 0.5
Corporate and other debt securities 0.1 4.1
Residential mortgage-backed securities 0 0.1
Commercial mortgage-backed securities 1.7 1.2
Other asset-backed securities 0 0.3
Redeemable preferred stocks 1.1 0.3

Total available-for-sale securities 11.5 6.9
Equity securities:

Nonredeemable preferred stocks 3.6 45.4
Common equities 119.9 7.4

Total equity securities 123.5 52.8
   Subtotal gross realized gains on security sales 135.0 59.7

Gross realized losses on security sales
Available-for-sale securities:

U.S. government obligations (8.9) (3.2)
State and local government obligations (1.3) (0.1)
Corporate and other debt securities (3.1) (0.9)
Commercial mortgage-backed securities (6.3) (2.4)
Other asset-backed securities (0.1) 0

Total available-for-sale securities (19.7) (6.6)
Equity securities:

Nonredeemable preferred stocks (0.4) (1.2)
Common equities (7.9) (0.1)

Total equity securities (8.3) (1.3)
   Subtotal gross realized losses on security sales (28.0) (7.9)

Net realized gains (losses) on security sales
Available-for-sale securities:

U.S. government obligations (8.9) (2.8)
State and local government obligations 7.3 0.4
Corporate and other debt securities (3.0) 3.2
Residential mortgage-backed securities 0 0.1
Commercial mortgage-backed securities (4.6) (1.2)
Other asset-backed securities (0.1) 0.3
Redeemable preferred stocks 1.1 0.3

Total available-for-sale securities (8.2) 0.3
Equity securities:

Nonredeemable preferred stocks 3.2 44.2
Common equities 112.0 7.3

Total equity securities 115.2 51.5
  Subtotal net realized gains (losses) on security sales 107.0 51.8

Net holding period gains (losses)
Hybrid securities (3.2) 0.8
Equity securities (152.0) 0

  Subtotal net holding period gains (losses) (155.2) 0.8
Other-than-temporary impairment losses

Equity securities:
Common equities 0 (1.0)

  Subtotal other-than-temporary impairment losses 0 (1.0)
Litigation settlements and other gains (losses) 0 0.3

     Total net realized gains (losses) on securities $ (48.2) $ 51.9

Gross realized gains were predominantly the result of sales in our indexed common stock portfolio in order to reduce the 
overall portfolio risk, while gross realized losses were predominantly in our available-for-sale securities and were the result of 
changes in credit spreads and interest rates. Also included are holding period change in valuation gains and losses on equity 
securities and hybrid securities, write-downs for securities determined to be other-than-temporarily impaired, and recoveries 
from litigation settlements related to investments. 
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Preferred Share Dividends

In the first quarter 2018, we issued 500,000 of our Series B Fixed-to-Floating Rate Cumulative Perpetual Serial Preferred 
Shares, without par value (the “Series B Preferred Shares”), with a liquidation preference of $1,000 per share (the “stated 
amount”). Holders of the Series B Preferred Shares will be entitled to receive cumulative cash dividends semi-annually in 
March and September, if and when declared by the Board of Directors. Until March 15, 2023 (the “fixed-rate period”), the 
annual dividend rate is fixed at 5.375% of the stated amount per share. Beginning March 15, 2023, the annual dividend rate 
switches to a floating rate equal to the three-month LIBOR rate plus a spread of 2.539% applied to the stated amount per share. 
After the fixed-rate period and up until redemption of the Series B Preferred Shares, the dividends would be payable quarterly, 
if and when declared by the Board of Directors. The Series B Preferred Shares are perpetual and have no stated maturity date. 
After the fixed-rate period, we may redeem the Series B Preferred Shares at the stated amount plus all accrued and unpaid 
dividends. 

Note 10 Other Comprehensive Income (Loss) — The components of other comprehensive income (loss), including 
reclassification adjustments by income statement line item, were as follows: 

 

Components of Changes in
Accumulated Other

Comprehensive Income (after tax)

(millions)

Pretax total
accumulated

other
comprehensive

income

Total tax
(provision)

benefit

After tax total
accumulated

other
comprehensive

income

Total net
unrealized

gains
 (losses)

on 
securities

Net
unrealized

gains on
forecasted

transactions

Foreign
currency

translation
adjustment

(Income)loss
attributable

to NCI
Balance at December 31, 2017 $ 1,977.8 $ (695.6) $ 1,282.2 $ 1,295.0 $ (14.8) $ 0 $ 2.0

Cumulative effect adjustment1 (2,006.0) 705.8 (1,300.2) (1,300.2) 0 0 0
Reclassification of disproportionate tax effect2 0 (4.3) (4.3) (1.1) (3.2) 0 0

Adjusted balance at December 31, 2017 (28.2) 5.9 (22.3) (6.3) (18.0) 0 2.0
Other comprehensive income (loss) before

reclassifications:
Investment securities (203.4) 42.8 (160.6) (160.6) 0 0 0
Forecasted transactions 0 0 0 0 0 0 0
Foreign currency translation adjustment 0 0 0 0 0 0 0
Loss attributable to noncontrolling interest
(NCI) 5.1 (1.1) 4.0 0 0 0 4.0

Total other comprehensive income (loss)
before reclassifications (198.3) 41.7 (156.6) (160.6) 0 0 4.0

Less: Reclassification adjustment for amounts
realized in net income by income statement
line item:
Net impairment losses recognized in
earnings 0 0 0 0 0 0 0
Net realized gains (losses) on securities (7.7) 1.6 (6.1) (6.1) 0 0 0
Interest expense (0.2) 0 (0.2) 0 (0.2) 0 0

Total reclassification adjustment for amounts
realized in net income (7.9) 1.6 (6.3) (6.1) (0.2) 0 0

Total other comprehensive income (loss) (190.4) 40.1 (150.3) (154.5) 0.2 0 4.0
Balance at March 31, 2018 $ (218.6) $ 46.0 $ (172.6) $ (160.8) $ (17.8) $ 0 $ 6.0
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Components of Changes in
Accumulated Other

Comprehensive Income (after tax)

(millions)

Pretax total
accumulated

other
comprehensive

income

Total tax
(provision)

benefit

After tax total
accumulated

other
comprehensive

income

Total net
unrealized

gains
 (losses)

on
securities

Net
unrealized

gains on
forecasted

transactions

Foreign
currency

translation
adjustment

(Income)loss
attributable

to NCI
Balance at December 31, 2016 $ 1,439.5 $ (506.1) $ 933.4 $ 939.6 $ (9.4) $ (1.1) $ 4.3

Other comprehensive income (loss) before
reclassifications:
Investment securities 254.5 (89.2) 165.3 165.3 0 0 0
Forecasted transactions 4.0 (1.4) 2.6 0 2.6 0 0
Foreign currency translation adjustment 0.5 (0.2) 0.3 0 0 0.3 0
Loss attributable to noncontrolling interest
(NCI) (1.5) 0.6 (0.9) 0 0 0 (0.9)

Total other comprehensive income (loss)
before reclassifications 257.5 (90.2) 167.3 165.3 2.6 0.3 (0.9)

Less: Reclassification adjustment for amounts
realized in net income by income statement
line item:
Net impairment losses recognized in earnings (1.0) 0.4 (0.6) (0.6) 0 0 0
Net realized gains (losses) on securities 51.6 (18.1) 33.5 33.5 0 0 0
Interest expense 0.5 (0.2) 0.3 0 0.3 0 0

Total reclassification adjustment for amounts
realized in net income 51.1 (17.9) 33.2 32.9 0.3 0 0

Total other comprehensive income (loss) 206.4 (72.3) 134.1 132.4 2.3 0.3 (0.9)
Balance at March 31, 2017 $ 1,645.9 $ (578.4) $ 1,067.5 $ 1,072.0 $ (7.1) $ (0.8) $ 3.4
1Reflects the fair value changes on equity securities as of December 31, 2017, which are reported as realized gains (losses) under the new accounting guidance. 

See Note 14 – New Accounting Standards for additional information.   
2Reflects the effect of the change in the U.S. federal tax rate on our available-for-sale fixed maturity securities and our hedges on forecasted transactions as of 

December 31, 2017. See Note 14 – New Accounting Standards for additional information. 

In an effort to manage interest rate risk, we often enter into forecasted transactions on Progressive’s debt issuances. We expect 
to reclassify $1.0 million (pretax) into interest expense during the next 12 months, related to net unrealized losses on forecasted 
transactions (see Note 4 – Debt for further discussion).

Note 11 Litigation — The Progressive Corporation and/or its insurance subsidiaries are named as defendants in various 
lawsuits arising out of claims made under insurance policies written by our insurance subsidiaries in the ordinary course of 
business. We consider all legal actions relating to such claims in establishing our loss and loss adjustment expense reserves. In 
addition, The Progressive Corporation and/or its subsidiaries are named as defendants in a number of class action or individual 
lawsuits that challenge certain of the operations of the subsidiaries. 

These cases include those alleging damages as a result of our subsidiaries’ practices in evaluating or paying medical or injury 
claims or benefits, including, but not limited to, personal injury protection, medical payments, and bodily injury benefits; the 
utilization, content, or appearance of policy documents; labor rates paid to auto body repair shops; wage and hour issues; and 
cases challenging other aspects of our subsidiaries’ claims, marketing, or sales practices, or other business operations. Other 
insurance companies face many of these same issues. 

The nature and volume of litigation to which The Progressive Corporation is subject is similar to that which was disclosed in 
Note 12 – Litigation in our 2017 Annual Report to Shareholders. 

We plan to contest the pending lawsuits vigorously, but may pursue settlement negotiations in some cases, if appropriate. The 
outcomes of pending cases are uncertain at this time. We establish accruals for these lawsuits when it is probable that a loss has 
been or will be incurred and we can reasonably estimate potential loss exposure, which may include a range of loss. As to 
lawsuits for which the loss is considered neither probable or estimable, or is considered probable but not estimable, we do not 
establish an accrual. Nevertheless, we continue to evaluate this pending litigation to determine if any losses not deemed 
probable and estimable become so, at which point we would establish an accrual at our best estimate of the loss or range of 
loss.
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