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6300 Wilson Mills Road, Mayfield Village, Ohio 44143
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(440) 461-5000
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  þ    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  þ    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer þ Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  þ

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Common Shares, $1.00 par value: 609,158,487 outstanding at June 30, 2012
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PART I�FINANCIAL INFORMATION

Item 1. Financial Statements.

The Progressive Corporation and Subsidiaries

Consolidated Statements of Comprehensive Income

(unaudited)

Three Months Six Months
Periods Ended June 30, 2012 2011 % Change 2012 2011 % Change
(millions�except per share amounts)
Revenues
Net premiums earned $ 3,996.1 $ 3,719.9 7 $ 7,857.6 $ 7,385.2 6
Investment income 112.5 120.8 (7) 227.2 244.1 (7) 
Net realized gains (losses) on securities:
Other-than-temporary impairment (OTTI) losses:
Total OTTI losses (5.1) (3.1) 65 (5.6) (4.5) 24
Non-credit losses, net of credit losses recognized on previously
recorded non-credit OTTI losses (.3) .9 NM (.7) .9 NM

Net impairment losses recognized in earnings (5.4) (2.2) 145 (6.3) (3.6) 75
Net realized gains (losses) on securities .7 28.2 (98) 79.1 129.3 (39) 

Total net realized gains (losses) on securities (4.7) 26.0 NM 72.8 125.7 (42) 
Service revenues 10.2 6.0 70 18.4 11.2 64
Gains (losses) on extinguishment of debt (1.0) 0 NM (1.7) 0 NM

Total revenues 4,113.1 3,872.7 6 8,174.3 7,766.2 5

Expenses
Losses and loss adjustment expenses 3,043.7 2,660.9 14 5,806.1 5,169.0 12
Policy acquisition costs 364.5 348.3 5 724.1 695.0 4
Other underwriting expenses 492.8 466.0 6 1,003.6 920.7 9
Investment expenses 3.8 3.5 9 8.0 6.6 21
Service expenses 9.9 4.8 106 18.1 8.8 106
Interest expense 30.7 31.5 (3) 62.6 63.0 (1) 

Total expenses 3,945.4 3,515.0 12 7,622.5 6,863.1 11

Net Income
Income before income taxes 167.7 357.7 (53) 551.8 903.1 (39) 
Provision for income taxes 49.1 112.5 (56) 175.6 295.0 (40) 

Net income 118.6 245.2 (52) 376.2 608.1 (38) 

Other Comprehensive Income (Loss), Net of Tax
Net unrealized gains (losses) on securities:
Net non-credit related OTTI losses, adjusted for valuation
changes .1 (2.2) NM 3.1 (3.1) NM
Other net unrealized gains (losses) on securities (51.0) 53.5 NM 148.4 84.0 77

Total net unrealized gains (losses) on securities (50.9) 51.3 NM 151.5 80.9 87
Net unrealized gains on forecasted transactions (.6) (.8) (25) (1.2) (1.6) (25) 
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Foreign currency translation adjustment (.6) .3 NM (.1) .5 NM

Other comprehensive income (loss) (52.1) 50.8 NM 150.2 79.8 88

Comprehensive income $ 66.5 $ 296.0 (78) $ 526.4 $ 687.9 (23) 

Computation of Net Income Per Share
Average shares outstanding�Basic 604.8 643.6 (6) 605.5 647.6 (7) 
Net effect of dilutive stock-based compensation 4.1 4.3 (5) 4.0 4.1 (2) 

Total equivalent shares�Diluted 608.9 647.9 (6) 609.5 651.7 (6) 

Basic: Net income per share $ .20 $ .38 (49) $ .62 $ .94 (34) 

Diluted: Net income per share $ .19 $ .38 (49) $ .62 $ .93 (34) 

Dividends declared per share1 $ 0 $ 0 $ 0 $ 0

NM  = Not Meaningful

1         Progressive maintains an annual dividend program. See Note 8�Dividends for further discussion.

See notes to consolidated financial statements.
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The Progressive Corporation and Subsidiaries

Consolidated Balance Sheets

(unaudited)

June 30, December 31,
(millions) 2012 2011 2011
Assets
Investments�Available-for-sale, at fair value:
Fixed maturities (amortized cost: $11,723.6, $11,499.5, and
$11,455.7) $ 12,075.9 $ 11,788.5 $ 11,759.3
Equity securities:
Nonredeemable preferred stocks (cost: $425.4, $495.5, and
$473.7) 799.3 1,029.7 806.3
Common equities (cost: $1,494.9, $1,379.8, and $1,431.0) 2,055.1 1,867.9 1,845.6
Short-term investments (amortized cost: $1,679.2, $1,343.5,
and $1,551.8) 1,679.2 1,343.5 1,551.8

Total investments 16,609.5 16,029.6 15,963.0
Cash February

28,
2007 2006 2007 2006

Average shares outstanding for basic earnings per
share 117,266,573 117,551,782 117,348,716 116,743,700
Effect of dilutive securities-stock based
incentive/purchase plans 4,540,841 6,278,846 4,073,657 6,114,460

Average shares outstanding for diluted earnings per
share 121,807,414 123,830,628 121,422,373 122,858,160

At February 28, 2007, all of the Company�s outstanding stock options, restricted stock and Stock Appreciation Rights
(SARs) with total share commitments of 6,986,817 were dilutive based on the average share price of $27.38. All stock
options and SARs expire by 2013.
The Company�s restricted stock is included in the number of shares of common stock issued and outstanding, but
omitted from the basic earnings per share calculation until the shares vest.
At February 28, 2007, the Company had authorization to purchase 2,642,260 of its common shares.
NOTE I � DERIVATIVES AND RISK MANAGEMENT
The Company�s worldwide operations and product lines expose it to risks from fluctuations in foreign currency
exchange rates and metals commodity prices. The objective of the Company�s risk management program is to mitigate
these risks using futures or forward contracts (derivative instruments). The Company enters into metal commodity
forward contracts to mitigate the risk of unanticipated changes in gross margin due to the volatility of the commodities�
prices, and enters into foreign currency forward contracts, which match the expected settlements for purchases and
sales denominated in foreign currencies. Also, when its sales commitments to customers include a fixed price freight
component, the Company occasionally enters into freight forward contracts to minimize the effect of the volatility of
ocean freight rates. Forward contracts on natural gas may also be entered to reduce the price volatility of gas used in
production. The Company designates only those contracts which closely match the terms of the underlying transaction
as hedges for accounting purposes. These hedges resulted in an immaterial amount of ineffectiveness in the statements
of earnings and there were no components excluded from the assessment of hedge effectiveness for the three or six
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months ended February 28, 2007 and 2006. Certain of the foreign currency and commodity contracts were not
designated as hedges for accounting purposes, although management believes they are essential economic hedges.
The following table shows the impact on the condensed consolidated statements of earnings of the changes in fair
value of these economic hedges:

Three Months Ended Six Months Ended
February 28, February 28,

2007 2006 2007 2006
(in thousands) Earnings (Expense) Earnings (Expense)

Net sales (foreign currency instruments) $ (242) $ (180) $ (131) $(87)
Cost of goods sold (commodity instruments) (1,518) 1,926 (3,724) 49
The Company�s derivative instruments were recorded as follows on the condensed consolidated balance sheets:

February 28, August 31,
(in thousands) 2007 2006

Derivative assets (other current assets) $ 2,786 $5,633
Derivative liabilities (other payables) 7,357 8,323
The following table summarizes activities in other comprehensive income (losses) related to derivatives classified as
cash flow hedges held by the Company during the six months ended February 28, 2006 (in thousands):

Change in market value (net of taxes) $ 3,552
(Gains) losses reclassified into net earnings, net (1,527)

Other comprehensive gain (loss) � unrealized gain (loss) on derivatives $ 2,025

11
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During the twelve months following February 28, 2007, $2.7 million in losses related to commodity hedges and
capital expenditures are anticipated to be reclassified into net earnings as the related transactions mature and the assets
are placed into service, respectively. Also, an additional $112 thousand in gains will be reclassified as interest expense
related to an interest rate lock.
All of the instruments are highly liquid, and none are entered into for trading purposes.
NOTE J � CONTINGENCIES
See Note 11, Commitments and Contingencies, to the consolidated financial statements for the year ended August 31,
2006 relating to environmental and other matters. There have been no significant changes to the matters noted therein.
In the ordinary course of conducting its business, the Company becomes involved in litigation, administrative
proceedings and governmental investigations, including environmental matters. Management believes that adequate
provision has been made in the condensed consolidated financial statements for the potential impact of these issues,
and that the outcomes will not significantly impact the results of operations or the financial position of the Company,
although they may have a material impact on earnings for a particular quarter.
In February 2007, we entered into a guarantee agreement to assist one of our Chinese coke suppliers to obtain
pre-production financing from a bank. In addition, we entered into another guarantee agreement for one of our
suppliers of finished goods to obtain working capital financing from a financial institution. In the aggregate, the
Company�s maximum exposure under the guarantees at February 28, 2007 is approximately $12.3 million. The fair
value of the guarantees is negligible.
NOTE K � BUSINESS SEGMENTS
The Company�s reportable segments are based on strategic business areas, which offer different products and services.
These segments have different lines of management responsibility as each business requires different marketing
strategies and management expertise.
The Company has five reportable segments: domestic mills, CMCZ, domestic fabrication, recycling and marketing
and distribution.
The following is a summary of certain financial information by reportable segment:

Three Months Ended February 28, 2007
Marketing

Domestic Domestic and
(in thousands) Mills CMCZ Fabrication Recycling DistributionCorporateEliminationsConsolidated

Net
sales-unaffiliated
customers $262,582 $194,823 $404,203 $315,205 $837,190 $ 1,773 $ � $2,015,776
Intersegment sales 102,287 1,356 102 38,343 50,601 456 (193,145) �

Net sales 364,869 196,179 404,305 353,548 887,791 2,229 (193,145) 2,015,776

Adjusted
operating profit
(loss) 61,671 25,826 13,883 20,903 15,223 (18,915) � 118,591

Three Months Ended February 28, 2006
Marketing

Domestic Domestic and
(in thousands) Mills CMCZ Fabrication Recycling DistributionCorporateEliminationsConsolidated

$257,109 $106,782 $408,005 $245,894 $619,285 $ 2,412 $ � $1,639,487
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Net
sales-unaffiliated
customers
Intersegment sales 109,061 5,802 151 26,119 22,899 � (164,032) �

Net sales 366,170 112,584 408,156 272,013 642,184 2,412 (164,032) 1,639,487

Adjusted
operating profit
(loss) 70,767 (584) 38,494 18,592 12,934 (7,425) � 132,778

12
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Six Months Ended February 28, 2007
Marketing

Domestic Domestic and
(in thousands) Mills CMCZ Fabrication Recycling Distribution CorporateEliminationsConsolidated

Net
sales-unaffiliated
customers $512,376 $357,737 $852,213 $674,881 $1,598,208 $ 6,905 $ � $4,002,320
Intersegment
sales 210,048 1,389 878 61,728 87,393 (84) (361,352) �

Net sales 722,424 359,126 853,091 736,609 1,685,601 6,821 (361,352) 4,002,320

Adjusted
operating profit
(loss) 134,310 51,620 45,379 38,511 23,131 (25,426) � 267,525

Goodwill �
February 28,
2007 306 � 27,006 6,680 1,823 � � 35,815
Total Assets �
February 28,
2007 526,146 367,246 703,037 240,588 905,424 120,281 � 2,862,722

Six Months Ended February 28, 2006
Marketing

Domestic Domestic and
(in thousands) Mills CMCZ Fabrication Recycling Distribution CorporateEliminationsConsolidated

Net
sales-unaffiliated
customers $525,781 $213,662 $808,074 $459,100 $1,274,454 $ 4,114 $ � $3,285,185
Intersegment
sales 210,168 6,254 605 49,312 52,288 � (318,627) �

Net sales 735,949 219,916 808,679 508,412 1,326,742 4,114 (318,627) 3,285,185

Adjusted
operating profit
(loss) 135,686 948 56,691 32,426 35,989 (13,952) � 247,788

Goodwill �
February 28, 2006 306 � 27,006 3,230 � � � 30,542
Total Assets �
February 28, 2006 471,375 274,976 636,329 193,379 800,430 94,881 � 2,471,370

The following table provides a reconciliation of consolidated adjusted operating profit to net earnings:
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Three Months Ended Six Months Ended
February 28, February 28,

(in thousands) 2007 2006 2007 2006

Net earnings $ 65,921 $ 80,103 $151,271 $149,727
Minority interests 4,648 (578) 9,276 (333)
Income taxes 37,786 45,504 87,555 82,945
Interest expense 8,852 6,952 17,080 13,876
Discounts on sales of accounts receivable 1,384 797 2,343 1,573

Adjusted operating profit $118,591 $132,778 $267,525 $247,788

The following presents external net sales by major product and geographic area for the Company:

Three Months Ended Six Months Ended
February 28, February 28,

(in thousands) 2007 2006 2007 2006

Major product information:
Steel products $1,247,494 $ 961,749 $2,406,245 $1,922,258
Nonferrous scrap 190,871 161,973 433,848 293,519
Industrial materials 207,500 200,840 419,441 445,037
Nonferrous products 135,777 135,111 272,986 259,900
Ferrous scrap 121,869 82,655 237,390 163,024
Construction materials 91,442 86,150 197,507 178,165
Other 20,823 11,009 34,903 23,282

Net sales $2,015,776 $1,639,487 $4,002,320 $3,285,185
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Three Months Ended Six Months Ended
February 28, February 28,

(in thousands) 2007 2006 2007 2006

Geographic area:
United States $1,199,423 $1,059,997 $2,393,333 $2,101,379
Europe 404,964 255,373 802,818 469,606
Asia 233,727 173,681 438,013 384,222
Australia/New Zealand 111,935 92,958 220,605 217,157
Other 65,727 57,478 147,551 112,821

Net sales $2,015,776 $1,639,487 $4,002,320 $3,285,185

NOTE L � RELATED PARTY TRANSACTIONS
One of the Company�s international subsidiaries has an agreement for steel purchases with a key supplier of which the
Company owns an 11% interest. The total amounts of purchases from this supplier were $170 million and
$118.4 million for the six months ended February 28, 2007 and 2006, respectively.
NOTE M � SUBSEQUENT EVENTS
On March 2, 2007, the Company announced that its Polish steel mill, CMC Zawiercie S.A. (CMCZ), purchased all of
the shares of CMCZ owned by the Polish Ministry of State Treasury for approximately $59.5 million. The shares
acquired represent approximately 26.8% of the total CMCZ shares outstanding. The Company intends to redeem the
shares and with this purchase and subsequent redemption, CMC will hold approximately 99% of the outstanding
shares of CMCZ.
On March 5, 2007, the Company announced that it has entered into a definitive agreement to purchase substantially all
the operating assets of Nicholas J. Bouras Inc. for approximately $63 million plus inventory on hand at the time of
closing which is expected within 40 days following regulatory approval. Included in the deal are Bouras affiliates
United Steel Deck, Inc., The New Columbia Joist Co., and ABA Trucking Corp. United Steel Deck manufactures steel
deck at facilities in South Plainfield, NJ; Peru, IL; and Rock Hill, SC. New Columbia Joist manufactures steel joists in
New Columbia, PA. ABA Trucking Corporation provides delivery services for United Steel Deck and New Columbia
Joist. The purchase does not include Bouras subsidiary Prior Coated Metals and its affiliate Bouras Properties LLC.
This acquisition will be integrated as part of CMC�s Domestic Fabrication segment and will operate under the trade
name CMC Joist & Deck.

14
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
This Management�s Discussion and Analysis should be read in conjunction with our Form 10-K filed with the
Securities and Exchange Commission (SEC) for the year ended August 31, 2006.
CRITICAL ACCOUNTING POLICIES
Our critical accounting policies are consistent with the information set forth in Item 7, Management�s Discussion and
Analysis of Financial Condition and Results of Operations, included in our Form 10-K filed with the SEC for the year
ended August 31, 2006 and are, therefore, not presented herein.
CONSOLIDATED RESULTS OF OPERATIONS

Three Months Ended Six Months Ended
February 28, % February 28, %

(in millions) 2007 2006 Change 2007 2006 Change

Net sales $2,015.8 $1,639.5 23% $4,002.3 $3,285.2 22%
Net earnings 65.9 80.1 (18)% 151.3 149.7 1%
EBITDA 136.4 153.0 (11)% 304.9 286.2 7%
In the table above, we have included a financial statement measure that was not derived in accordance with GAAP.
We use EBITDA (earnings before interest expense, income taxes, depreciation and amortization) as a non-GAAP
performance measure. In calculating EBITDA, we exclude our largest recurring non-cash charge, depreciation and
amortization. EBITDA provides a core operational performance measurement that compares results without the need
to adjust for federal, state and local taxes which have considerable variation between domestic jurisdictions. Tax
regulations in international operations add additional complexity. Also, we exclude interest cost in our calculation of
EBITDA. The results are, therefore, without consideration of financing alternatives of capital employed. We use
EBITDA as one guideline to assess our unleveraged performance return on our investments. EBITDA is also the
target benchmark for our long-term cash incentive performance plan for management. Reconciliations to net earnings
are provided below:

Three Months Ended Six Months Ended
February 28, % February 28 %

(in millions) 2007 2006 Change 2007 2006 Change

Net earnings $ 65.9 $ 80.1 (18)% $151.2 $149.7 1%
Interest expense 8.9 7.0 27% 17.1 13.9 23%
Income taxes 37.7 45.5 (17)% 87.6 82.9 6%
Depreciation and
amortization 23.9 20.4 17% 49.0 39.7 23%

EBITDA $136.4 $153.0 (11)% $304.9 $286.2 7%

Our EBITDA does not include interest expense, income taxes and depreciation and amortization. Because we have
borrowed money in order to finance our operations, interest expense is a necessary element of our costs and our ability
to generate revenues. Because we use capital assets, depreciation and amortization are also necessary elements of our
costs. Also, the payment of income taxes is a necessary element of our operations. Therefore, any measures that
exclude these elements have material limitations. To compensate for these limitations, we believe that it is appropriate
to consider both net earnings determined under GAAP, as well as EBITDA, to evaluate our performance. Also, we
separately analyze any significant fluctuations in interest expense, depreciation and amortization and income taxes.
Overview Reported net earnings and EBITDA decreased by 18% to $65.9 million and 11% to $136.4 million,
respectively, for the three months ended February 28, 2007 as compared to 2006. For the six months ended
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February 28, 2007, net earnings increased by 1% to $151.2 million and EBITDA by 7% to $304.9 million as
compared to the same period last year. Traditionally, our second quarter (December to February) is our weakest
quarter because of the seasonal nonresidential construction slowdown. For the quarter just ended, net earnings was
also affected as a result of destocking at service centers, increased cost of steel scrap, the softening in the residential
housing market, mill maintenance and certain oversupply conditions in the U.S. These factors contributed to our steel
shipping volumes being down by 40 thousands tons and larger than expected LIFO charges in our Domestic Mills and
Domestic Fabrication segments. In contrast, for the six months ended February 28, 2007, operating results were
slightly better as sales were up and the Company had two strong quarters from CMCZ our Polish operations and a
faster inventory turnover at our Recycling segment that benefited from higher scrap prices. In addition, we also
experienced a recovery in the steel prices for our finished goods and a
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tremendous unprecedented demand for our construction products in emerging markets, in particular in the markets of
North Africa, the Middle East, Central and Eastern Europe, Russia and Asia. The following financial events were
significant during our second quarter ended February 28, 2007:

� Net sales for the quarter increased by 23% over last year�s second quarter to $2.0 billion with CMCZ and the
Marketing and Distribution segments contributing the largest proportion to the company�s overall net sales
growth.

� After-tax LIFO expense of $12.3 million or $0.10 per diluted share as compared with income of $2.6 million or
$0.02 per share in last year�s second quarter.

� Our Polish (CMCZ) operations continued to achieve record profitability with its adjusted operating profit of
$25.8 million. Net sales increased 74% over last year�s second quarter.

� Adjusted operating profit for the Domestic Mills segment was down by 13% to $61.7 million caused mainly by
a LIFO expense of $8.6 million, an $8 million increase over the prior year quarter, increased maintenance costs
of $4.2 million and a lower adjusted operating profit at our copper tube mill.

� Adjusted operating profit of our Domestic Fabrication segment decreased $24.6 million to $13.9 million, a
64% decline from the prior year�s quarter due primarily to a $16 million swing from a LIFO credit to a LIFO
expense and a margin squeeze caused by higher steel prices. Shipments were about even from last year�s quarter
with our Rebar products showing a slight volume improvement of 6%.

� Our Recycling segment�s adjusted operating profit of $20.9 million increased 12% over last years� quarter
primarily as the result of a pre-tax LIFO income of $2.7 million and an 11% increase in shipments.

� Our Marketing and Distribution segment had a 38% sales increase over the second quarter of 2006 and an
adjusted operating profit of $15.2 million an 18% increase in despite of absorbing a pre-tax LIFO expense of
$6.7 million.

� Selling, general and administrative expenses include $9.9 million of costs associated with the investment in the
global deployment of SAP software.

� On March 2, 2007, the Company announced that its Polish steel mill, CMC Zawiercie S.A. (CMCZ),
purchased all of the shares of CMCZ owned by the Polish Ministry of State Treasury for approximately
$59.5 million, making CMC the owner of approximately 99% of the outstanding shares of CMCZ.

� On March 5, 2007, the Company announced that it has entered into a definitive agreement to purchase
substantially all the operating assets of Nicholas J. Bouras Inc. for approximately $63 million plus inventory on
hand at the time of closing which is expected within 40 days following regulatory approval.

SEGMENT OPERATING DATA
See Note K � Business Segments, to the condensed consolidated financial statements.
We use adjusted operating profit (loss) to compare and evaluate the financial performance of our segments. Adjusted
operating profit is the sum of our earnings before income taxes, minority interests and financing costs.
The following tables show our net sales and adjusted operating profit (loss) by business segment:

Three Months Ended Six Months Ended
February 28, % February 28, %

(in thousands) 2007 2006 Change 2007 2006 Change
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NET SALES:
Domestic mills $ 364,869 $ 366,170 (0.4)% $ 722,424 $ 735,949 (2)%
CMCZ* 196,179 112,584 74% 359,126 219,916 63%
Domestic fabrication 404,305 408,156 (1)% 853,091 808,679 5%
Recycling 353,548 272,013 30% 736,609 508,412 45%
Marketing and
distribution 887,791 642,184 38% 1,685,601 1,326,742 27%
Corporate and
eliminations (190,916) (161,620) 18% (354,531) (314,513) 13%

$2,015,776 $1,639,487 23% $4,002,320 $3,285,185 22%

* Before minority
interests
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Three Months Ended Six Months Ended
February 28, % February 28, %

(in thousands) 2007 2006 Change 2007 2006 Change

ADJUSTED
OPERATING PROFIT
(LOSS):

Domestic mills $ 61,671 $70,767 (13)% $134,310 $135,686 (1)%
CMCZ* 25,826 (584) 4,522% 51,620 948 5,345%
Domestic fabrication 13,883 38,494 (64)% 45,379 56,691 (20)%
Recycling 20,903 18,592 12% 38,511 32,426 19%
Marketing and
distribution 15,223 12,934 18% 23,131 35,989 (36)%
Corporate and
eliminations (18,915) (7,425) 155% (25,426) (13,952) 82%

* Before minority
interests

LIFO Impact on Adjusted Operating Profit � LIFO is an inventory costing method that assumes the most recent
inventory purchases or goods manufactured are sold first. This results in current sales prices offset against current
inventory costs. In periods of rising prices it has the effect of eliminating inflationary profits from net income. In
periods of declining prices it has the effect of eliminating deflationary losses from net income. In either case the goal
is to reflect economic profit. The table below reflects LIFO income or (expense) representing decreases or
(increases) in the LIFO inventory reserve. CMCZ is not included in this table as it uses FIFO valuation exclusively for
its inventory:

Three Months Ended Six Months Ended
February 28, February 28,

(in thousands) 2007 2006 2007 2006

Domestic mills (8,648) (686) (12,619) (10,358)
Domestic fabrication (6,256) 9,705 3,064 (4,211)
Recycling 2,739 (3,180) 1,542 (4,577)
Marketing and distribution (6,734) (1,802) (21,033) 1,518

Consolidated increase (decrease) to adjusted
profit before tax (18,899) 4,037 (29,046) (17,628)

Domestic Mills We include our four domestic steel and our copper tube minimills in our domestic mills segment. Our
domestic steel mills had an adjusted operating profit for the three months ended February 28, 2007 of $59.4 million,
down 8% as compared to the prior year�s second quarter due to a larger than expected LIFO pre-tax expense of
$14 million and a slight decrease in net sales. The increase in LIFO was driven by a 12% cost increase coupled with a
modest increase in the quantity of inventory for the quarter just ended as compared to a LIFO expense for the prior
year�s quarter of $686 thousand. The average metal margin increased by $33 to $326 per ton, as average selling prices
(total sales) rose $41 per ton offset by an increase in the average cost of scrap used of $8 per ton. The volume of
shipments was down by 7% to 563 thousand tons, tons melted and rolled fell 46 and 17 thousand tons to 531 and 515
thousands tons, respectively as compared to last year�s second quarter. The largest decline in volume occurred at our
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CMC Steel Texas mill due to scheduled annual maintenance of 19 days to replace the furnace shell and foundation in
the melt shop and 13 days to replace the lining of the reheat furnace in the rolling mill. Repair and maintenance
expense increased by 46% or $4.2 million from last year�s second quarter.
The table below reflects steel and ferrous scrap prices per ton:

Three Months
Ended Increase Six Months Ended Increase

February 28, (Decrease) February 28, (Decrease)
2007 2006 Amount % 2007 2006 Amount %

Average mill selling
price (finished
goods) $556 $516 $40 8% $563 $513 $50 10%
Average mill selling
price (total sales) 541 500 41 8% 549 495 54 11%
Average ferrous
scrap production
cost 215 207 8 4% 211 205 6 3%
Average metal
margin 326 293 33 11% 337 290 47 16%
Average ferrous
scrap purchase price 200 184 16 9% 192 184 8 4%
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The table below reflects our domestic steel minimills� operating statistics (short tons in thousands):

Three Months
Ended Increase Six Months Ended Increase

February 28 (Decrease) February 28, (Decrease)
2007 2006 Amount % 2007 2006 Amount %

Tons melted 531 577 (46) (8)% 1,063 1,151 (88) (8)%
Tons rolled 515 532 (17) (3)% 1,046 1,054 (8) (1)%
Tons shipped 563 603 (40) (7)% 1,089 1,227 (138) (11)%
All of our domestic steel minimills were profitable during the second quarter ended February 28, 2007. For the six
months ended February 28, 2007, our Alabama mill was 30% more profitable over the same period last year as a
direct result of increased sales of specialty products and inventory on hand as its customers were trying to keep ahead
of scheduled announced price increases. Average selling prices for all of our domestic mills were higher for the three
and six months ended February 28, 2007 as compared to 2006. Utility costs decreased by $5.7 million, split evenly
between electricity and natural gas with declines in both pricing and usage.
The table below reflects our copper tube minimill�s prices per pound and operating statistics:

Three Months
Ended Increase Six Months Ended Increase

February 28, (Decrease) February 28, (Decrease)
2007 2006 Amount % 2007 2006 Amount %

Pounds shipped
(in millions) 11.5 15.7 (4.20) (27)% 21.9 31.9 (10.00) (31)%
Pounds produced
(in millions) 10.4 16.7 (6.30) (38)% 20.5 32.6 (12.10) (37)%
Average selling
price $3.50 $2.84 $ 0.66 23% $3.82 $2.63 $ 1.19 45%
Average copper
scrap production
cost $3.05 $1.73 $ 1.32 76% $3.07 $1.62 $ 1.45 90%
Average metal
margin $0.45 $1.11 $(0.66) (59)% $0.75 $1.01 $ (0.26) (26)%
Average copper
scrap purchase
price $2.78 $2.02 $ 0.76 38% $2.96 $1.87 $ 1.09 58%
Our copper tube minimill�s adjusted operating profit was $2.2 million and $5.6 million for the three and six months
ended February 28, 2007, respectively, as compared to $6.1 million and $10.3 million, respectively, for the same
period in 2006. While the average selling price for the quarter just ended increased by 23% to $3.50 from last year�s
quarter, the average metal margin decreased by 59% to $0.45 as a result of higher copper scrap purchase price and
production cost. Also pounds shipped declined 27% to 11.5 million pounds and production decreased 38% to
10.4 million pounds as compared to last year�s second quarter. The operating results of our copper tube minimill were
affected by a weak housing market in the U.S., destocking at distributors and lower copper prices. There was a pre-tax
LIFO income of $5.4 million compared to a pre-tax LIFO expense of $1.7 million in the prior year as copper prices
fell throughout the quarter with only a partial recovery near quarter end.
CMCZ Our combined Polish operation continued to achieve record profitability as the adjusted operating profit for
the three and six months ended February 28, 2007 was $25.8 million and $51.6 million, respectively. Average selling
prices rose 20% to 1,486 PLN ($507) per short ton while the cost of scrap utilized increased 19% to 826 PLN ($282)

Edgar Filing: PROGRESSIVE CORP/OH/ - Form 10-Q

Table of Contents 18



per short ton resulting in a 21% increase in metal margin to 660 PLN ($225). The increase in the metal spread was
combined with a 29% increase in short tons shipped with 57% of the products shipped domestically. The strong
operating results at CMCZ resulted from a strong Polish GDP growth, the growing infrastructure work in Central and
Eastern Europe, a mild winter and an improving German economy all of which contributed to the excellent
performance level during the second quarter in an otherwise traditionally weak period. Our mega shredder continues
to sustain higher melt shop yields and lower melt shop costs. Both fab shops, including our newest acquisition in
eastern Germany, were profitable.
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The following table reflects CMCZ�s operating statistics and average prices per short ton:

Three Months Ended Six Months Ended
February 28, Increase February 28, Increase

2007 2006 Amount % 2007 2006 Amount %

Tons melted
(thousands) 378 285 93 33% 736 570 166 29%
Tons rolled
(thousands) 292 261 31 12% 588 498 90 18%
Tons shipped
(thousands) 369 285 84 29% 681 542 139 26%
Average mill
selling price
(total sales) 1,486  PLN 1,238  PLN 248  PLN 20% 1,506  PLN 1,269  PLN 237  PLN 19%
Average
ferrous scrap
production
cost 826  PLN 692  PLN 134  PLN 19% 821  PLN 683  PLN 138  PLN 20%
Average metal
margin 660  PLN 546  PLN 114  PLN 21% 685  PLN 586  PLN 99  PLN 17%
Average
ferrous scrap
purchase price 742  PLN 580  PLN 162  PLN 28% 734  PLN 575  PLN 159  PLN 28%
Average mill
selling price
(total sales) $ 507 $ 381 $126 33% $ 502 $ 389 $113 29%
Average
ferrous scrap
production
cost $ 282 $ 213 $ 69 32% $ 274 $ 206 $ 68 33%
Average metal
margin $ 225 $ 168 $ 57 34% $ 228 $ 183 $ 45 25%
Average
ferrous scrap
purchase price $ 253 $ 179 $ 74 41% $ 244 $ 176 $ 68 39%
The change in foreign currency exchange rates had minimal impact on our adjusted operating profit for 2007 and
2006, respectively.
Domestic Fabrication For the quarter just ended February 28, 2007, net sales for our domestic fabrication businesses
were constant at $404 million as compared to $408 million for last year�s quarter. For the six months ended
February 28, 2007 net sales increased $44.4 million to $853 million from the same period last year. Adjusted
operating profit for the three and six months just ended was $13.9 million, a 64% decline and $45.4 million a 20%
decline, respectively, as compared to the same period last year. Rising steel prices had dual negative effects on our
Domestic Fabrication segment. First, adjusted operating profit was affected by a pre-tax LIFO expense for the quarter
of $6.3 million compared to last year�s income of $9.7 million, a swing of $16 million that resulted from a 5% increase
in price and 13% increase in quantities. Second, while average pricing was up across all product areas as compared to
prior year, margins were temporarily squeezed until jobs currently bid at higher prices reach our production.
Shipments were about even with the prior year.
Our domestic fabrication plants� shipments and average selling prices per ton were as follows:
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Three Months Ended Increase Six Months Ended Increase
February 28, (Decrease) February 28, (Decrease)

2007 2006 Amount % 2007 2006 Amount %

Average selling
price*
Rebar $ 817 $ 780 $ 37 5% $ 806 $ 761 $ 45 6%
Joist 1,160 1,106 54 5% 1,147 1,105 42 4%
Structural 2,899 1,869 1,030 55% 2,655 1,966 689 35%
Post 713 692 21 3% 713 692 21 3%

* Excluding stock
and buyout sales
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Three Months
Ended Increase Six Months Ended Increase

February 28, (Decrease) February 28, (Decrease)
2007 2006 Amount % 2007 2006 Amount %

Tons shipped
(in thousands)

Rebar 247 232 15 6% 531 469 62 13%
Joist 79 83 (4) (5)% 158 167 (9) (5)%
Structural 16 19 (3) (16)% 34 34 0 0%
Post 24 29 (5) (17)% 47 56 (9) (16)%
Recycling For the three and six months ended February 28, 2007 net sales for the Recycling segment increased 30%
to $354 million and 45% to $737 million, respectively over the same period last year. In a quarter marked by
particularly volatile metal pricing, our rapid inventory turnover strategy resulted in an all-time record second quarter
for the segment. We experienced a continuing strong demand from our foreign consumers that resulted in significant
price increases for our products. Adjusted operating profit of $20.9 million increased 12% over last year�s quarter and
just surpassed the previous record second quarter of fiscal 2005. Profitability was balanced between ferrous and
nonferrous product lines. Ferrous prices were on an upward tear at the end of the quarter and rose 8% on average for
the quarter compared to last year. Average nonferrous pricing rose 28% over the previous year as copper prices,
though falling during the quarter, were still significantly higher than last year. Quarterly ferrous shipments rose 6% to
517 thousand tons compared to the previous year; nonferrous shipments were up 11% to 82 thousand tons. The total
volume of scrap processed, including all our domestic processing operations, equaled 881 thousand tons against 862
thousand tons in last year�s second quarter. During the quarter just ended, we received $2.0 million from a business
interruption insurance claim for lost profits at one of our shredders that was down for 43 days due to a fire.
The following table reflects our recycling segment�s average selling prices per ton and tons shipped (in thousands):

Three Months Ended Increase Six Months Ended Increase
February 28, (Decrease) February 28, (Decrease)

2007 2006 Amount % 2007 2006 Amount %

Ferrous sales price $ 206 $ 190 $ 16 8% $ 194 $ 192 $ 2 1%
Nonferrous sales
price $2,723 $2,133 $590 28% $2,815 $1,981 $834 42%
Ferrous tons
shipped 517 490 27 6% 1,090 957 133 14%
Nonferrous tons
shipped 82 74 8 11% 167 144 23 16%
Total volume
processed and
shipped* 881 862 19 2% 1,818 1,701 117 7%

* Includes our
processing
plants affiliated
with our
domestic steel
mills.
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Reduced tons in inventory led to pre-tax LIFO income of $2.7 million this quarter compared to LIFO expense of
$3.2 million for last year�s second quarter. For the six months ended February 28, 2007, we recorded a pre-tax LIFO
income of $1.5 million as compared to a LIFO expense of $4.6 million for the same period in 2006.
Marketing and Distribution For the quarter just ended February 28, 2007, adjusted operating profit increased by
18% to $15.2 million as sales increased 38%. Underlining the strength of the global metal markets, the Marketing and
Distribution segment achieved these results in spite of absorbing a pre-tax LIFO expense of $6.7 million due to higher
prices (especially ferrous) for the quarter as compared to an expense in the prior year of $1.8 million. International
steel markets were notably strong with general increases in prices, quantities, and profits in Australia, Germany, the
U.K. and our inter-Asian (mainly Chinese export) markets. Industrial materials and products continued their strong
performance, though down slightly from the prior year. Our nonferrous semis import business gained over the prior
year on the strength of rising profitability from stainless steel products. For the six months ended February 28, 2007,
adjusted operating profit declined 36% to $23.1 million from the same period last year even though sales increased
27%. LIFO expense of $21 million is a major swing from last year�s LIFO credit of $1.5 million. The LIFO expense
resulted from ferrous and nonferrous price increases and large increases in inventory, substantially in transit, which is
a good indicator of upcoming strong sales activity.
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Corporate and Eliminations Our corporate expenses for the three and six months ended February 28, 2007 increased
$11.3 and $14.2 million, respectively, over the prior year due primarily to costs incurred for our investment in the
global installation of SAP software.
CONSOLIDATED DATA
On a consolidated basis, for the quarter just ended February 28, 2007, the LIFO method of inventory valuation
decreased our net earnings on a pre-tax basis by $18.9 million or (10) cents per diluted share as compared to an
increase of $4.0 million or 2 cents per diluted share for the same period last year. For the six months ended
February 28, 2007 and 2006, LIFO decreased our net earnings on a pre-tax basis by $29 million or (16) cents per
diluted share and $17.6 million or (9) cents per diluted share, respectively.
Our overall selling, general and administrative (SG&A) expenses increased by $22.9 million and $51.4 million for the
three and six months quarter ended February 28, 2007 as compared to 2006, respectively, because of increases in
salary compensation, benefits and professional services. For the three and six months ended February 28, 2007,
SG&A includes $9.9 million and $10.7 million of costs associated with our investment in the global deployment of
SAP software.
During the three and six months ended February 28, 2007, our interest expense increased by $1.9 million and
$3.2 million, respectively, as compared to 2006, primarily due to increased discount costs on extended-term
documentary letters of credit and higher average short-term borrowings.
Our overall effective tax rate for the three and six months ended February 28, 2007 was 34.9 % and 35.3 %,
respectively as compared to 36.4% and 35.7% for the same periods in 2006, due primarily to a shift in profitability to
low tax jurisdictions (Poland). Approximately $3.2 million of additional tax expense was recognized in the three
months ended February 28, 2007 due to the final computation of the 85% dividends received deduction afforded by
the Foreign Earnings Repatriation Provision of the American Jobs Creation Act of 2004 on the repatriated unremitted
foreign earnings from a Swiss subsidiary made during the fourth quarter of fiscal 2006. The true-up of the dividends
received deduction increased the effective tax rate by 2.9%.
CONTINGENCIES
See Note J � Contingencies, to the condensed consolidated financial statements.
In the ordinary course of conducting our business, we become involved in litigation, administrative proceedings,
governmental investigations including environmental matters, and contract disputes. We may incur settlements, fines,
penalties or judgments and otherwise become subject to liability because of some of these matters. While we are
unable to estimate precisely the ultimate dollar amount of exposure to loss in connection with these matters, we make
accruals as amounts become probable and estimable. The amounts we accrue could vary substantially from amounts
we pay due to several factors including the following: evolving remediation technology, changing regulations,
possible third-party contributions, the inherent shortcomings of the estimation process and the uncertainties involved
in litigation. Accordingly, we cannot always estimate a meaningful range of possible exposure. We believe that we
have adequately provided in our financial statements for the estimable potential impact of these contingencies. We
also believe that the outcomes will not significantly affect the long-term results of operations, our financial position or
cash flows. However, they may have a material impact on earnings for a particular quarter.
We are subject to federal, state and local pollution control laws and regulations in all locations where we have
operating facilities. We anticipate that compliance with these laws and regulations will involve continuing capital
expenditures and operating costs.
OUTLOOK
Our outlook remains strong. We anticipate a record third quarter LIFO diluted net earnings per share between $0.70 to
$0.80 (estimated pre-tax LIFO expense of $25 million) compared to last year�s third quarter of $0.62 per share which is
the current record third quarter.
The Company�s third fiscal quarter is aligned to be its strongest ever third quarter. Global infrastructure growth is
creating unprecedented demand for rebar and other steel long products, in particular in the markets of North Africa,
Middle East, North Europe, Central and Eastern Europe, Russia and Asia. In the U.S., the non-residential construction
market should remain strong and robust. The comparatively mild winter in many northern hemisphere countries, as
well as the early settlement of 2007 iron ore contract
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prices, set the stage for significant price increases of most steel products starting in early calendar 2007. U.S. ferrous
scrap prices, in particular obsolete grades, are currently at record levels due to both international and domestic
demand. As ferrous scrap flow increases, there could be a correction. Rebar prices are likely to reach record levels in
many international markets. The level of rebar imports into the U.S. should remain at lower levels compared with
2006. U.S. steel prices, in general, are likely to continue to lag international prices, and this will continue to curb the
level of imports into the U.S.
For our segments, we believe that our U.S. steel mills will benefit from higher prices and higher shipments. In
addition, our copper tube mill should improve over the second quarter�s performance. Based on a booming
construction market in Central and Eastern Europe, CMCZ (Poland) should have an exceptional quarter. Our
Domestic Fabrication segment should increase shipments although there will be some margin squeeze due to the
rapidly rising steel prices. The Recycling segment should benefit from record ferrous scrap prices and strong
nonferrous scrap prices. Our Marketing and Distribution segment should benefit from strong growth in most global
markets and should have a solid third quarter.
LIQUIDITY AND CAPITAL RESOURCES
See Note F � Credit Arrangements, to the condensed consolidated financial statements.
Our sources, facilities and availability of liquidity and capital resources as of February 28, 2007 (dollars in thousands):

Total
Source Facility Availability

Net cash flows from operating activities $ 87,776 $ N/A
Commercial paper program * 400,000 373,925
Domestic accounts receivable securitization 130,000 56,000
International accounts receivable sales facilities 159,653 76,494
Bank credit facilities � uncommitted 1,007,448 436,907
Notes due from 2007 to 2013 350,000 **

Trade financing arrangements **
As

required
CMCZ revolving collateralized credit facility 33,670 33,670
CMCZ revolving unsecured credit facility 33,670 33,670
CMCZ & CMC Poland equipment notes 12,192 �

* The commercial
paper program
is supported by
our
$400 million
unsecured
revolving credit
agreement. The
availability
under the
revolving credit
agreement is
reduced by
$26.1 million of
stand-by letters
of credit issued
as of
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February 28,
2007.

** With our
investment
grade credit
ratings and
current industry
conditions we
believe we have
access to
cost-effective
public markets
for potential
refinancing or
the issuance of
additional
long-term debt.

Certain of our financing agreements, both domestically and at CMCZ, include various covenants, of which we were in
compliance at February 28, 2007. There are no guarantees by the Company or any of its subsidiaries for any of
CMCZ�s debt.
Off-Balance Sheet Arrangements For added flexibility, we may secure financing through securitization and sales of
certain accounts receivable both in the U.S. and internationally. See Note D � Sales of Accounts Receivable, to the
condensed consolidated financial statements. We may continually sell accounts receivable on an ongoing basis to
replace those receivables that have been collected from our customers. Our domestic securitization program contains
certain cross-default provisions whereby a termination event could occur should we default under another credit
arrangement, and contains covenants that conform to the same requirements contained in our revolving credit
agreement.
Cash Flows Our cash flows from operating activities primarily result from sales of steel and related products, and to a
lesser extent, sales of nonferrous metal products. We have a diverse and generally stable customer base.
Significant fluctuations in working capital:

� Decreased accounts receivable � we had a faster turnover and collection ratio. In addition, we sold $95.3 million
of accounts receivable as part of our accounts receivable securitization program.

� Increased inventories � more in transit inventory and higher inventory costs in some divisions.
22
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� Decreased accrued expenses � annual incentive compensation payments made during the first quarter partially
offset by accruals in annual compensation expense for fiscal year 2007.

We expect our current approved total capital spending for fiscal year 2007 to be approximately $240 million,
including $28 million to commence the construction of the greenfield micro mill in Phoenix, Arizona and $20 million
to start the installation of a new wire block mill in CMCZ. We invested $48 million in property, plant and equipment
during the second quarter just ended. We continuously assess our capital spending and reevaluate our requirements
based upon current and expected results. Historically, we have not spent all of our approved budget during the fiscal
year.
We are also undertaking a 5-year Enterprise Resource Planning (ERP) system implementation program to improve our
operating systems and the Company is anticipating spending approximately $26 million during the current fiscal year.
As a result, one of our divisions recorded an impairment of $1.4 million to write-off development costs for existing
software that will be replaced by the deployment of SAP.
During the three months ended February 28, 2007, we purchased 699,500 shares of our common stock as part of our
stock repurchase program at an average price of $25.37 per share for a total of $17.7 million. Our contractual
obligations for the next twelve months of $1.3 billion are typically expenditures with normal revenue processing
activities. We believe our cash flows from operating activities and debt facilities are adequate to fund our ongoing
operations and planned capital expenditures.
CONTRACTUAL OBLIGATIONS
The following table represents our contractual obligations as of February 28, 2007:

Payments Due By Period*
Less than More than

(dollars in thousands) Total 1 Year 1-3 Years 3-5 Years 5 Years

Contractual Obligations:
Long-term debt(1) $ 363,770 $ 54,600 $106,200 $ 2,922 $200,048
Interest(2) 91,514 20,246 29,477 22,561 19,230
Operating leases(3) 114,766 29,439 46,480 24,525 14,322
Purchase obligations(4) 1,564,716 1,150,502 306,614 71,211 36,389

Total contractual cash obligations $2,134,766 $1,254,787 $488,771 $121,219 $269,989

* We have not
discounted the
cash obligations
in this table.

(1) Total amounts
are included in
the February 28,
2007 condensed
consolidated
balance sheet.
See Note F,
Credit
Arrangements,
to the
condensed
consolidated
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(2) Interest
payments
related to our
short-term debt
are not included
in the table as
they do not
represent a
significant
obligation as of
February 28,
2007.

(3) Includes
minimum lease
payment
obligations for
non-cancelable
equipment and
real-estate
leases in effect
as of
February 28,
2007.

(4) About 91% of
these purchase
obligations are
for inventory
items to be sold
in the ordinary
course of
business.
Purchase
obligations
include all
enforceable,
legally binding
agreements to
purchase goods
or services that
specify all
significant
terms,
regardless of the
duration of the
agreement.
Agreements
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with variable
terms are
excluded
because we are
unable to
estimate the
minimum
amounts.

Other Commercial Commitments We maintain stand-by letters of credit to provide support for certain transactions
that our insurance providers and suppliers request. At February 28, 2007, we had committed $31.8 million under these
arrangements. All of the commitments expire within one year.
See Note J � Contingencies, to the condensed consolidated financial statements regarding our guarantees.
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FORWARD-LOOKING STATEMENTS
This Form 10-Q contains forward-looking statements regarding the outlook for our financial results including net
earnings, product pricing and demand, currency valuation, production rates, inventory levels, new capital investments,
software implementation costs, and general market conditions. These forward-looking statements generally can be
identified by phrases such as we �expect,� �anticipate� �believe,� �ought,� �should,� �likely,� �appear,�, �project,� �forecast,� or other
similar words or phrases of similar impact. There is inherent risk and uncertainty in any forward-looking statements.
Variances will occur and some could be materially different from our current opinion. Developments that could
impact our expectations include the following:

� interest rate changes,

� construction activity,

� metals pricing over which we exert little influence,

� increased capacity and product availability from competing steel minimills and other steel suppliers including
import quantities and pricing,

� court decisions,

� industry consolidation or changes in production capacity or utilization,

� global factors including political and military uncertainties,

� credit availability,

� currency fluctuations,

� energy prices,

� cost of construction,

� successful implementation of new technology,

� successful integration of acquisitions,

� decisions by governments impacting the level of steel imports, and

� pace of overall economic activity, particularly China.
24
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The information required hereunder for the Company is consistent with the information set forth in Item 7a.
Quantitative and Qualitative Disclosures about Market Risk included in the Company�s Annual Report on Form 10-K
for the year ended August 31, 2006, filed with the Securities Exchange Commission and is, therefore, not presented
herein.
Also, see Note I � Derivatives and Risk Management, to the condensed consolidated financial statements.
ITEM 4. CONTROLS AND PROCEDURES
The term �disclosure controls and procedures� is defined in Rules 13a-15(e) of the Securities Exchange Act of 1934, or
the Exchange Act. This term refers to the controls and procedures of a company that are designed to ensure that
information required to be disclosed by a company in the reports that it files under the Exchange Act is recorded,
processed, summarized and reported within required time periods. Our Chief Executive Officer and our Chief
Financial Officer have evaluated the effectiveness of our disclosure controls and procedures as of the end of the period
covered by this quarterly report, and they have concluded that as of that date, our disclosure controls and procedures
were effective at ensuring that required information will be disclosed on a timely basis in our reports filed under the
Exchange Act.
No change to our internal control over financial reporting occurred during our last fiscal quarter that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
Not Applicable.
ITEM 1A. RISK FACTORS
Not Applicable.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Issuer Purchases of Equity Securities

Total
Number of Maximum

Shares Number of
Purchased Shares that
As Part of May Yet Be

Total Publicly Purchased
Number of Average Announced Under the

Shares Price Paid Plans or Plans or
Purchased Per Share Programs Programs

As of December 1, 2006 3,341,760(1)
December 1- December 31, 2006 600(2) $25.5099 112,800 3,228,960
January 1 - January 31, 2007 44,060(2) $25.3076 586,700 2,642,260
February 1 � February 28, 2007 0(2) $ 0 0 2,642,260
As of February 28, 2007 44,660(2) $25.3384 699,500 2,642,260(1)

(1) Shares available
to be purchased
under the
Company�s
Share
Repurchase
Program
publicly
announced
May 24, 2005.

(2) Shares tendered
to the Company
by employee
stock option
holders in
payment of the
option purchase
price due upon
exercise.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable

26

Edgar Filing: PROGRESSIVE CORP/OH/ - Form 10-Q

Table of Contents 33



Table of Contents

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
At the registrant�s annual meeting of stockholders held January 25, 2007, the four nominees named in the Proxy
Statement dated December 11, 2006, were elected to serve as directors until the 2010 annual meeting. There was no
solicitation in opposition to the nominees for directors. Proposals to amend the Company�s 1999 Non-Employee
Director Stock Plan, to approve the Company�s 2006 Cash Incentive Plan, to approve the Company�s 2006 Long-Term
Equity Incentive Plan , and to ratify the appointment of Deloitte & Touche LLP as auditors of the registrant for the
fiscal year ending August 31, 2007 were approved. The stockholder proposal was not approved.
Of the 118,350,644 shares outstanding on the record date, 109,333,121 were present in person or by proxy
constituting approximately 92.38% of the total shares entitled to vote. Information as to the vote on each director
standing for election, all matters voted on at the meeting and directors continuing in office are provided below:
Proposal 1 � Election of Directors.

Nominee For Withheld
Not

Voted
Moses Feldman 107,308,753 2,024,368 0
Ralph E. Loewenberg 107,726,608 1,606,513 0
Murray R. McClean 107,310,031 2,023,090 0
Stanley A. Rabin 107,905,414 1,427,707 0
Directors continuing in office are:
Harold L. Adams
Robert D. Neary
Anthony A. Massaro
Dorothy G. Owen
J. David Smith
Robert R. Womack
Proposal 2 � Amendment to the Company�s 1999 Non-Employee Director Stock Plan.

For: 85,124,365
Against: 7,666,444
Abstentions and broker nonvotes: 16,542,312
Proposal 3- To approve the Company�s 2006 Cash Incentive Plan.

For: 106,740,143
Against: 2,244,229
Abstentions and broker nonvotes: 348,749
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Proposal 4 � To approve Company�s 2006 Long-Term Equity Incentive Plan.

For: 78,743,726
Against: 14,255,292
Abstentions and Broker nonvotes: 16,334,103
Proposal 5 � Ratification of appointment of Deloitte & Touche LLP as independent auditors for the fiscal year ending
August 31, 2007.

For: 108,795,046
Against: 369,045
Abstain: 169,030
Proposal 6 � Stockholder proposal requesting the addition of sexual orientation to the Company�s written
anti-discrimination policy.

For: 39,173,079
Against: 51,844,294
Abstain: 2,139,172
Not Voted: 16,176,576
ITEM 5. OTHER INFORMATION
Not Applicable
ITEM 6. EXHIBITS
Exhibits required by Item 601 of Regulation S-K.

10(iii)(a) Amended and Restated 1999 Non-Employee Director Stock Plan (filed herewith).

10(iii)(b) Commercial Metals Company 2006 Long-Term Equity Incentive Plan (filed herewith).

10(iii)(c) Commercial Metals Company 2006 Cash Incentive Plan (filed herewith).

31.1 Certification of Murray R. McClean, President and Chief Executive Officer of Commercial Metals
Company, pursuant to Section 302 to the Sarbanes-Oxley Act of 2002 (filed herewith).

31.2 Certification of William B. Larson, Senior Vice President and Chief Financial Officer of Commercial
Metals Company, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).

28

Edgar Filing: PROGRESSIVE CORP/OH/ - Form 10-Q

Table of Contents 35



Table of Contents

32.1 Certification of Murray R. McClean, President and Chief Executive Officer of Commercial Metals
Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 (filed herewith).

32.2 Certification of William B. Larson, Senior Vice President and Chief Financial Officer of Commercial
Metals Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002 (filed herewith).

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

COMMERCIAL METALS COMPANY

/s/ William B. Larson  
April 5, 2007 William B. Larson 

Senior Vice President
& Chief Financial Officer 

/s/ Leon K. Rusch  
April 5, 2007 Leon K. Rusch 

Controller 
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INDEX TO EXHIBITS

Exhibit No. Description of Exhibit

10(iii)(a) Amended and Restated 1999 Non-Employee Director Stock Plan (filed herewith).

10(iii)(b) Commercial Metals Company 2006 Long-Term Equity Incentive Plan (filed herewith).

10(iii)(c) Commercial Metals Company 2006 Cash Incentive Plan (filed herewith).

31.1 Certification of Murray R. McClean, President and Chief Executive Officer of Commercial Metals
Company, pursuant to Section 302 to the Sarbanes-Oxley Act of 2002 (filed herewith).

31.2 Certification of William B. Larson, Senior Vice President and Chief Financial Officer of Commercial
Metals Company, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).

32.1 Certification of Murray R. McClean, President and Chief Executive Officer of Commercial Metals
Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 (filed herewith).

32.2 Certification of William B. Larson, Senior Vice President and Chief Financial Officer of Commercial
Metals Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (filed herewith).
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