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FORWARD-LOOKING STATEMENTS

Some of the statements under “Business,” “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and elsewhere in this report may contain forward-looking statements which reflect
our current views with respect to, among other things, future events, financial performance, business prospects,
growth and operating strategies and similar matters. You can identify these statements by the fact that they may
use words such as “will,” “may,” “anticipates,” “expects,” “estimates,” “projects,” “intends,” “plans,” “believes,”
“targets,” “forecasts,” “potential,” “approximately,” or the negative version of those words and other words and
terms with a similar meaning. Any forward-looking statements contained in this report are based upon our
historical performance and on current plans, estimates and expectations. The inclusion of this forward-looking
information should not be regarded as a representation by us or any other person that the future plans, estimates
or expectations contemplated by us will be achieved. Our actual results might differ materially from those
projected in the forward-looking statements. The Company undertakes no obligation to update or review any
forward-looking statement, whether as a result of new information, future events or other developments.

” &

In addition to the factors described in the section below entitled “Critical Factors Affecting Results,” the
following risk factors could cause our actual results to differ materially from those currently estimated by
management: (i) failure to maintain significant client relationships, distribution sources and contractual
arrangements; (ii) failure to attract and retain sales representatives; (iii) deterioration in the Company’s market
capitalization compared to its book value that could impair the Company’s goodwill; (iv) general global
economic, financial market and political conditions (including difficult conditions in financial, capital and credit
markets, the global economic slowdown, fluctuations in interest rates, mortgage rates, monetary policies and
inflationary pressure); (v) diminished value of invested assets in our investment portfolio (due to, among other
things, the recent volatility in financial markets, the global economic slowdown, credit and liquidity risk, other
than temporary impairments, environmental liability exposure and inability to target an appropriate overall risk
level); (vi) inadequacy of reserves established for future claims losses; (vii) failure to predict or manage benefits,
claims and other costs; (viii) losses due to natural and man-made catastrophes; (ix) increases or decreases in tax
valuation allowances; (x) fluctuations in exchange rates and other risks related to our international operations;
(xi) unavailability, inadequacy and unaffordable pricing of reinsurance coverage; (xii) inability of reinsurers to
meet their obligations; (xiii) insolvency of third parties to whom we have sold or may sell businesses through
reinsurance or modified co-insurance; (xiv) credit risk of some of our agents in Assurant Specialty Property and
Assurant Solutions; (xv) a further decline in the manufactured housing industry; (xvi) a decline in our credit or
financial strength ratings (including the currently heightened risk of ratings downgrades in the insurance
industry); (xvii) failure to effectively maintain and modernize our information systems; (xviii) failure to protect
client information and privacy; (xix) failure to find and integrate suitable acquisitions and new insurance
ventures; (xx) inability of our subsidiaries to pay sufficient dividends; (xxi) failure to provide for succession of
senior management and key executives; (xxii) negative impact on our business and negative publicity due to
unfavorable outcomes in litigation and regulatory investigations (including the potential impact on our reputation
and business of a negative outcome in the ongoing SEC investigation); (xxiii) significant competitive pressures
in our businesses and cyclicality of the insurance industry; and (xxiv) current or new laws and regulations that
could increase our costs or limit our growth. These risk factors should not be construed as exhaustive and should
be read in conjunction with the other cautionary statements that are included in this report. For a more detailed
discussion of the risk factors that could affect our actual results, please refer to the “Critical Factors Affecting
Results” in Item 7 and “Risk Factors” in Item 1A of this Form 10-K.
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PARTI

Item 1. Business
Legal Organization

Assurant, Inc. (“Assurant” or the “Company”) is a Delaware corporation, formed in connection with the
initial public offering (“IPO”) of its common stock, which began trading on the New York Stock Exchange
(“NYSE”) on February 5, 2004. Prior to the IPO, Fortis, Inc., a Nevada corporation, formed Assurant and merged
into it on February 4, 2004. The merger was executed in order to redomesticate Fortis, Inc. from Nevada to
Delaware and to change its name. As a result of the merger, Assurant is the successor to the business operations
and obligations of Fortis, Inc.

Prior to the IPO, 100% of the outstanding common stock of Fortis, Inc. was owned indirectly by Fortis
N.V., a public company with limited liability incorporated as naamloze vennootschap under Dutch law, and
Fortis SA/ NV, a public company with limited liability incorporated as société anonyme/naamloze vennootschap
under Belgian law (“Fortis”).

On January 21, 2005, Fortis owned approximately 36% (50,199,130 shares) of the Company based on the
number of shares outstanding on that day and sold 27,200,000 of those shares in a secondary offering to the
public. The Company did not receive any of the proceeds from the sale of shares of common stock by Fortis.
Fortis concurrently sold exchangeable bonds, due January 26, 2008, that were mandatorily exchangeable for up
t0 22,999,116 of the shares of Assurant that continued to be held by Fortis.

On January 28, 2008, Fortis distributed 18,851,690 shares of the Company’s common stock to the holders of
the mandatorily exchangeable bonds. The shares of the Company’s common stock distributed to such holders
were not registered at the time Fortis sold the exchangeable bonds but became freely transferable by such holders
upon distribution. Following this transaction, Fortis owned 4,147,440, or 3.5% of Assurant’s shares outstanding.
On August 7, 2008, the Company purchased 1,000,000 of its common shares from Fortis.

In this report, references to the “Company,” “Assurant,” “we,” “us” or “our” refer to (1) Fortis, Inc. and its
subsidiaries prior to the merger, on February 4, 2004, and (2) Assurant, Inc. and its subsidiaries after the
consummation of the merger. References to “Fortis” refer collectively to Fortis N.V. and Fortis SA/ NV.
References to our “separation” from Fortis refer to the fact that Fortis reduced its ownership of our common
stock in connection with the secondary offering.

Business Overview

Assurant is a premier provider of specialized insurance products and related services in North America and
selected other international markets. Our four operating segments—Assurant Solutions, Assurant Specialty
Property, Assurant Health, and Assurant Employee Benefits—have partnered with clients who are leaders in their
industries and have built leadership positions in a number of specialty insurance market segments in the United
States of America (“U.S.”) and selected international markets. These segments provide debt protection
administration; credit insurance; warranties and service contracts; pre-funded funeral insurance; creditor-placed
homeowners insurance; manufactured housing homeowners insurance; individual health and small employer
group health insurance; group dental insurance; group disability insurance; and group life insurance.

Assurant’s mission is to be the premier provider of specialized insurance products and related services in
North America and selected international markets. To achieve this mission, we focus on the following areas:

* Building and maintaining a portfolio of diverse, specialty insurance businesses

* Leveraging a set of core capabilities for competitive advantage—managing risk; managing

relationships with large distribution partners; and integrating complex administrative systems
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e Managing targeted growth initiatives
* Identifying and adapting to evolving market needs

» Centralizing certain key functions in the Corporate and Other segment to achieve economies of scale

Building and maintaining a portfolio of diverse, specialty insurance businesses—We currently are made up
of four operating segments, Assurant Solutions, Assurant Specialty Property, Assurant Health and Assurant
Employee Benefits, each focused on serving specific sectors of the insurance market. We believe that the
uncorrelated nature of the risks in our businesses allows us to maintain a greater level of financial stability since
our businesses will likely not be affected in the same way by the same economic and operating trends.

Leveraging a set of core capabilities for competitive advantage—We pursue a differentiated strategy of
building leading positions in specialized market segments for insurance products and related services in North
America as well as selected international markets. These markets are generally complex, have a relatively limited
number of competitors and, we believe, offer long-term growth opportunities. In these markets, we leverage the
experience of our management team and apply our core capabilities to create a competitive advantage—
managing risk; managing relationships with large distribution partners; and integrating complex administrative
systems. These core capabilities represent areas of expertise which are evident within each of our businesses. We
seek to generate leading insurance industry returns by building on specialized market knowledge, well-
established distribution relationships and economies of scale. As a result of our strategy, we are a leader in many
of our chosen markets and products.

Managing targeted growth initiatives—Qur approach to mergers, acquisitions and other growth
opportunities reflects our prudent and disciplined approach to managing our businesses. We make decisions
based on strict guidelines designed to ensure that any new business will support our business model. We have
established performance goals related to short-term incentive compensation for senior management based on
those and other initiatives.

Identifying and adapting to evolving market needs—Assurant’s businesses adapt to changing market
conditions by tailoring product and service offerings to specific client and customer needs. This flexibility was
developed, in part, as a result of our entrepreneurial culture and the encouragement of management autonomy at
each operating segment. By understanding the dynamics of our core markets, we seek to design innovative
products and services and sustain long-term profitable growth and market leading positions.

Centralizing certain key functions in the Corporate and Other segment to achieve economies of scale—At
the corporate level, Assurant, Inc. provides strategic management and key resources for its operating segments,
including asset management, employee benefits, finance, treasury, tax, accounting, legal, organizational and
leadership development, mergers and acquisitions, real estate and facility management and communications.
Assurant, Inc. also provides support services in such areas as information technology, financial and human
resources systems management. We believe this enables the operating segments to focus on their target markets
and distribution relationships while enjoying the economies of scale realized by operating these businesses
together and benefiting from being part of a larger, diversified specialty insurance company. Our overall strategy
and financial objectives are set annually and continuously monitored at the corporate level to ensure that our
capital resources are being properly allocated.

Competition

Assurant’s businesses focus on niche segments within broader insurance markets. While we face
competition in each of our businesses, we believe that no single competitor competes against us in all of our
business lines and the business lines in which we operate are generally characterized by a limited number of
competitors. Competition in our operating segments is based on a number of factors, including quality of service,
product features, price, scope of distribution, financial strength ratings and name recognition. The relative
importance of these factors depends on the particular product and market. We compete for customers and
distributors with insurance companies and other financial services companies in our various businesses.
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The Assurant Solutions and Assurant Specialty Property segments face competition in their product lines,
but we believe that no other company participates in all of the same product lines or offers comparable
comprehensive capabilities as do these two segments. Competitors include insurance companies, financial
institutions, and, in the case of preneed life insurance, regional insurers. Assurant Health’s main competitors are
other health insurance companies, Health Maintenance Organizations (“HMOs”) and the Blue Cross/Blue Shield
plans in states where we write business. Assurant Employee Benefits competitors include other benefit and life
insurance companies, dental managed care entities and not-for-profit dental plans.

Segments

On April 1, 2006, the Company separated its Assurant Solutions segment into two segments: Assurant
Solutions and Assurant Specialty Property. In addition, concurrent with the creation of the new Assurant
Solutions and Assurant Specialty Property segments, the Company realigned the Preneed segment under the new
Assurant Solutions segment. For additional information on our segments, see Note 22 to the Consolidated
Financial Statements included elsewhere in this report.

Assurant Solutions

For the Years Ended
December 31,2008 December 31, 2007

Gross written premium for selected product groupings (1):

Domestic credit iNSUMANCE . ... ..o vver e it ieeiieeeennns $ 604,101 $ 656,975
International creditinsurance ..............c.ciiiii i, 827,457 833,894
Domestic extended service contracts and warranties (2) ............ 1,530,284 1,828,048
International extended service contracts and warranties (2) .......... 477,652 422,669
Preneed life insurance (face sales) ................c.coivvniinnn. 445,313 395,790
Net earned premiums and other considerations . . ...................... $2,813,407 $2,530,445
Segment DEtINCOME ... ..o\ iteii ittt ne i ainannnn $ 112,183 $ 143,921
EQUity (3) .o ii ittt i s $1,540,066 $1,595,083

(1) Gross written premium does not necessarily translate to an equal amount of subsequent net earned premium
since Assurant Solutions reinsures a portion of its premiums to third parties and to insurance subsidiaries of
its clients.

(2) Extended service contracts include warranty contracts for products such as personal computers, consumer
electronics and appliances.

(3) Equity excludes accumulated other comprehensive (loss) income.

For additional information on Assurant Solutions, see “Management’s Discussion and Analysis” and Note
22 to the Consolidated Financial Statements elsewhere in this report.

Products and Services

Assurant Solutions targets growth in three key product areas: extended service contracts (“ESC”) and
warranties, both domestically and internationally; preneed life insurance and international credit insurance. In
addition, we offer debt protection/debt deferment services through financial institutions.

ESC and Warranties: Through partnerships with leading retailers, we underwrite and provide administrative
services for extended service contracts and warranties. These contracts provide consumers with coverage on
appliances, consumer electronics, personal computers, cellular phones, automobiles and recreational vehicles,
protecting them from certain covered losses. We pay the cost of repairing or replacing customers’ property in the
event of damages due to mechanical breakdown, accidental damage, and casualty losses such as theft, fire, and
water damage. Our strategy is to seamlessly provide a total solution to our clients that addresses all aspects of the
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warranty or extended service contract, including program design and marketing strategy. We provide
technologically advanced administration, claims handling and customer service. We believe that we maintain a
differentiated position in the marketplace as a provider of both the required administrative infrastructure and
insurance underwriting capabilities.

Preneed Life Insurance: Preneed life insurance allows individuals to prepay for a funeral in a single
payment or in multiple payments over a fixed number of years. The insurance policy proceeds are used to address
funeral costs at death. These products are only sold in the U.S. and Canada and are generally structured as whole
life insurance policies in the U.S. and as annuity products in Canada.

Effective January 1, 2009, new preneed life insurance policies in which death benefit increases are
determined at the discretion of the Company will be accounted for as universal life contracts under Statement of
Financial Accounting Standards (“FAS”) No. 97, Accounting and Reporting by Insurance Enterprises for Certain
Long-Duration Contracts and for Realized Gains and Losses from the Sale of Investments (“FAS 97”). For
contracts sold prior to January 1, 2009, these types of preneed life insurance sales were accounted for and will
continue to be accounted for under FAS No. 60, Accounting and Reporting by Insurance Enterprises. The
difference between reporting in accordance with FAS 60 and FAS 97 is not material. In addition, this change will
not materially impact our results of operations in the future, but will result in us recording policy fee income
instead of net earned premiums and incurred losses.

Credit Insurance: Our credit insurance programs provide our clients’ customers with products that offer
protection from life events and uncertainties that arise in purchasing and borrowing transactions, thereby
providing the consumer peace of mind. Credit insurance programs generally offer consumers a convenient option
to protect a credit card balance or installment loan in the event of death, involuntary unemployment or disability,
and are generally available to all consumers without the underwriting restrictions that apply to term life
insurance. For more information see “Risk Factors—Risks Related to Our Industry—We face significant
competitive pressures in our businesses, which may reduce premium rates and prevent us from pricing our
products at rates that will allow us to be profitable.”

Regulatory changes have caused a shift to debt deferment products by financial institutions. The largest
credit card issuing institutions and lenders have migrated from credit insurance towards debt protection
programs. Consequently, we have seen a reduction in domestic gross written premiums generated in the credit
insurance market.

Debt Protection/Debt Deferment: Debt protection/debt deferment is coverage offered by a lender with credit
card accounts, installment loans and lines of credit. It waives or defers all or a portion of the monthly payments,
monthly interest, or the actual debt for the account holder for a covered event such as death, disability,
unemployment and family leave. It is similar to credit, life, disability and involuntary unemployment insurance
except it is not necessary to have an insurance company underwrite the program and can include a variety of
coverages.

We have worked with our clients to offer alternative products such as debt deferment and protection
services. Qur debt protection programs generate fee income.

Marketing and Distribution

Assurant Solutions focuses on establishing strong, long-term distribution relationships with market leaders.
We partner with six of the top ten largest credit card companies to market our credit insurance and debt
protection programs and four of the ten largest consumer electronics and appliance retailers (based on combined
product sales) to market our ESC and warranty products.

Several of our distribution agreements are exclusive. Typically these agreements have terms of one to five
years and allow us to integrate our administrative systems with those of our clients. This integration enables us to
exchange information in an almost real-time environment.
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In addition to our domestic market, we operate in Canada, the United Kingdom (“U.K.”), Argentina, Brazil,
Puerto Rico, Denmark, Chile, Germany, Spain, Italy and Mexico. In these markets, we primarily sell ESC and
credit insurance products through agreements with financial institutions, retailers and cellular phone companies.
Although there has been contraction in the domestic credit insurance market, the international markets are
experiencing growth in the credit insurance business. Expertise gained in the domestic credit insurance market
has enabled us to extend our administrative infrastructure internationally. Systems, training, computer hardware
and the overall market development approach are customized to fit the particular needs of each targeted
international market.

Assurant Solutions has decided to exit the Denmark market and close its office there. This process should be
completed by the end of 2009. The Company incurred $9,651 (after-tax) in expenses in the fourth quarter of 2008
in the form of severance accruals, reserve increases and deferred asset write-offs in connection with the closure.

On January 9, 2009, we announced a strategic relationship to market, administer and underwrite ESC
products to Whirlpool Corporation (“Whirlpool”) appliance customers in the U.S. and Canada. Whirlpool is a
leading manufacturer and marketer of major home appliances. The Company paid $25,000 in cash for the
transaction.

On September 26, 2008, the Company acquired the Warranty Management Group business from GE
Consumer & Industrial, a unit of General Electric Co. (“GE”). The Company paid GE $140,000 in cash for the
sale, transfer and conveyance of certain assets and assumed certain liabilities. As part of the acquisition, the
Company entered into a new 10-year agreement to market extended warranties and service contracts on
GE-branded major appliances in the U.S.

In a separate transaction, GE paid the Company $115,000 in cash and the Company eliminated deferred
acquisition costs (“DAC”) by $106,000 and a receivable from GE of $9,000 in connection with the termination of
the existing strategic alliance. Under the pre-existing relationship, the Company sold extended warranties directly
to GE appliance purchasers and through leading retailers and paid commissions to GE. After the acquisition, the
Company assumed full responsibility for operating the extended warranty business it previously co-managed and
shared with GE.

On October 1, 2008, the Company completed the acquisition of Signal Holdings LLC (““Signal”), a leading
provider of wireless handset protection programs and repair services. The Company paid $257,400 in cash for the
acquisition, transfer and conveyance of certain assets and assumed certain liabilities. Signal generates annual
revenues of approximately $330,000 through servicing extended service contracts for 4.2 million wireless
subscribers.

Our preneed life insurance policies are marketed in the U.S. and Canada. On November 9, 2005, we sold our
U.S. independent distribution business to Forethought Life Insurance Company (“Forethought™) to allow us to
focus in the U.S. and Canada on our exclusive distribution partnership with Service Corporation International
(“SCT), the largest funeral provider in the U.S. based on total revenue and continue to develop our other growth
area: independent business in Canada. We are the sole provider of preneed life insurance for SCI through
September 30, 2013. In Canada, we market our preneed life insurance programs through independent and
corporate funeral homes and selected third-party general agents. On July 1, 2007, we acquired 100% of the
outstanding stock of Mayflower National Life Insurance Company (“Mayflower”) from SCI. We subsequently
merged Mayflower, a leading provider of preneed insurance products and services, into one of our existing
preneed life insurers, American Memorial Life Insurance Company, where we continue to write all new preneed
life insurance business.

On July 12, 2007 we acquired 100% of the outstanding stock of Swansure Group (“Swansure”), a privately
held company in the U.K. Swansure owns D&D Homecare Limited and Adminicle Limited. D&D Homecare
Limited designs and distributes general insurance products, including mortgage payment protection and buildings
and contents insurance. Adminicle Limited provides a range of insurance administration and outsourcing
services.



In addition, on October 1, 2007, we acquired 100% of the outstanding stock of Centrepoint Insurance
Services Limited (“Centrepoint™), a privately held company in the U.K. Centrepoint is a leading insurance broker
of building and contents and mortgage payment protection insurance.

Underwriting and Risk Management

We write a significant portion of our contracts on a retrospective commission basis. This allows us to adjust
commissions based on claims experience. Under this commission arrangement, as permitted by law,
compensation to the financial institutions and other clients is predicated upon the actual losses incurred compared
to premiums earned after a specific net allowance to us. We believe that this aligns our clients’ interests with ours
and helps us to better manage risk exposure. A distinct characteristic of our credit insurance programs is that the
majority of these products have relatively low exposures per incident. This is because policy size is equal to the
size of the installment loan or credit card balance. Thus, catastrophic loss severity for most of this business is low
relative to insurance companies writing more traditional lines of property insurance.

Our claims processing is automated and combines the efficiency of centralized claims handling, customer
service centers and the flexibility of field representatives. This flexibility adds savings and efficiencies to the
claims-handling process. Our claims department also provides continuous automated feedback to the
underwriting team to help with risk assessment and pricing.

We have extensive knowledge-based experience and risk management expertise in the ESC and warranty
areas and utilize an integrated model to address the complexities of pricing, marketing, training, risk retention
and client service.

Profitability generated through our preneed life insurance programs is generally earned from interest rate
spreads—the difference between the death benefit growth rates on underlying policies and the investment returns
generated on the assets we hold related to those policies. To manage those spreads, we monitor the movement in
new money yields and evaluate monthly our actual net new achievable yields among other techniques.

Assurant Specialty Property

For the Years Ended
December 31,2008 December 31, 2007

Net earned premiums and other considerations by major product

grouping:

Homeowners (creditor placed and voluntary) ......................... $1,471,012 $1,188,090
Manufactured housing (creditor placed and voluntary) ................. 225,209 209,104
(07317 o () 2 e 352,017 285,072

5 1072 R AR RPN $2,048,238 $1,682,266
Segment NELINCOME . ... ..utiviintt it eeiieeanaceennns $ 405,203 $ 379,240
| Y10 11 T3 2 1SS G P 38.3% 32.6%
Expenseratio (3) . ..ottt 39.0% 40.5%
Combined1atio (4) . ..ooirr ettt et 76.4% 72.2%
EQUity (5) « v ovvteete ettt e $1,276,603 -  $1,158,074

(1) This primarily includes flood, miscellaneous specialty property and renters insurance products.

(2) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.

(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums
and other considerations and fees and other income. (Fees and other income is not included in the above
table)



(4) The combined ratio is equal to total benefits, losses and expenses divided by net earned premiums and other
considerations and fees and other income. (Fees and other income is not included i in the above table)
(5) Equity excludes accumulated other comprehensive (loss) income.

For additional information on Assurant Specialty Property, see “Management’s Discussion and Analysis”
and Note 22 to the Consolidated Financial Statements elsewhere in this report.

Products and Services

Assurant Specialty Property’s business strategy is to pursue long-term growth in creditor-placed
homeowners insurance and expand its strategy into two emerging markets, creditor-placed automobile and
renters insurance. Assurant Specialty Property also writes other specialty products.

Creditor-placed and voluntary homeowners insurance: The largest product line within Assurant Specialty
Property is homeowners insurance, consisting principally of fire and dwelling hazard insurance offered primarily
through our creditor-placed programs. The creditor-placed program provides collateral protection to our
mortgage lending and servicing clients in the event that a homeowner does not purchase or renew its
homeowners insurance on a mortgaged dwelling. As a result of our efficiency in handling certain back-office
functions, the vast majority of our mortgage lending and servicing clients outsource their insurance processing to
us.

We use a proprietary insurance-tracking administration system to continuously monitor our client’s
mortgage portfolio in order to verify the existence of insurance on each mortgaged property. We eamn fee based
revenue for these administration services. In the event that a mortgagee is not maintaining adequate insurance
coverage, they will be notified and, if the situation continues, we will issue an insurance certificate on the
property on behalf of the creditor under a master policy. This process works through the integration of our
proprietary loan-tracking system with the back offices and systems of our clients. We believe this proven
business strategy will allow us to continue our growth due to integration with our clients and the inherent
efficiencies of this integration.

Creditor-placed and voluntary manufactured housing insurance: The next largest product line within
Assurant Specialty Property is manufactured housing insurance, offered on a creditor-placed and voluntary basis.
Creditor-placed insurance is issued after an insurance tracking process similar to that described above. The
tracking is performed by Assurant Specialty Property utilizing a proprietary insurance tracking administration
system or by the lender themselves. Manufactured housing retailers in the U.S. use our proprietary premium
rating technology which allows them to sell property coverages at the point of sale. We have successfully
maintained the revenue contribution from this product line despite the continued decrease in manufactured home
shipments.

Other insurance: We believe there are opportunities before us to expand our creditor-placed business model
with the addition of new clients, new products for existing clients, adjacent products and services and the
potential acquisition of new businesses. We have developed products using our creditor-placed business model to
meet similar needs in adjacent and emerging markets, such as the creditor-placed automobile and mandatory
insurance rental markets. Both of these markets have been expanding in recent years. The creditor-placed
automobile market has benefited from technology improvements and more advanced product offerings thus
making this a more attractive market. The mandatory insurance rental market continues to expand as more
property management companies mandate tenant liability coverage. We also act as an administrator for the U S.
Government under the voluntary National Flood Insurance Program for which we earn an expense
reimbursement for collecting premiums and processing claims. This is a public flood insurance program and is
restricted as to rates, underwriting, coverages and claims management procedures. The business is 100%
reinsured to the Federal Government and we do not assume any underwriting risk with respect to this program.
Separately, we do underwrite a creditor-placed flood insurance program.
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Marketing and Distribution

Assurant Specialty Property focuses on establishing long-term relationships with institutions that are leaders
in their chosen markets. Our creditor-placed homeowners program is marketed through financial institutions and
other mortgage lenders. Our clients in this program consist of a majority of the top mortgage servicers. The
majority of our creditor-placed agreements are exclusive. Typically these agreements have terms of three to five
years and allow us to integrate our systems with our clients.

We offer our manufactured housing insurance programs primarily through three channels: manufactured
housing lenders; manufactured housing retailers and independent specialty agents. The independent specialty
agents distribute flood products and miscellaneous specialty property products. Renters insurance is distributed
primarily through property management companies.

Underwriting and Risk Management

We maintain a disciplined approach to the management of our product lines. Our creditor-placed
homeowners insurance program and certain of our manufactured home products are not underwritten on an
individual basis. Contracts with our clients require us to automatically issue these policies, after notice, when a
borrower’s policy lapses or is terminated. These products are priced after factoring in this inherent underwriting
risk.

We monitor pricing adequacy on a product by region, state, risk and producer. We proactively seek to make
timely commission, premium and coverage modifications, subject to regulatory constraints, where we determine
them to be appropriate. In addition, we maintain a risk management practice that concentrates on catastrophe
exposure management, the adequacy and pricing of reinsurance coverage and continuous analytical review of
risk retention and profitability in the property lines. For the lines where there is exposure to catastrophes (e.g.
homeowners, manufactured home, and other property policies), we monitor and manage our aggregate risk
exposure by geographic area and, when appropriate, enter into reinsurance contracts to manage our exposure to
catastrophe events. We purchase coverage to protect the capital of Assurant Specialty Property and to mitigate
earnings volatility. Additionally, in the event of a catastrophe loss, we have a mechanism in place to reinstate
reinsurance coverages for protection from potential subsequent catastrophe events within the policy year.

Assurant Health

For the Years Ended
December 31,2008 December 31, 2007

Net earned premiums and other considerations:
Individual markets:

Individual medical .......... ...ttt i $1,276,743 $1,283,321
Short-term medical and studenthealth .................. ..., 101,435 96,837
SUBLOtAl ... e e e 1,378,178 1,380,158
Small employer groupmedical ...............cooviiiiiiiiiiieinnn, 573,717 670,122
Total .. ..o e L $1,951,955 $2,050,280
Segment NEtiNCOME . ......ouireninitnn it iiiineeennnann [ $ 120,254 $ 151,743
Losstatio (1) .. .ooit ittt it i it e it ettt 64.5% 63.2%
Expenseratio (2) . ......iiiniiiiii i i e i e e 30.4% 30.0%
Combinedratio (3) ...ttt i 93.6% 92.0%
EqQuity (4) .. oottt e $ 337,475 $ 410,897



(1) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.

(2) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums
and other considerations and fees and other income. (Fees and other income is not included in the above
table)

(3) The combined ratio is equal to total benefits, losses and expenses divided by net earned premiums and other
considerations and fees and other income. (Fees and other income is not included in the above table)

(4) Equity excludes accumulated other comprehensive (loss) income.

For additional information on Assurant Health, see “Management’s Discussion and Analysis” and Note 22
to the Consolidated Financial Statements elsewhere in this report.

Product and Services

In business since 1892, Assurant Health is focused on pursuing long-term profitable growth opportunities in
the individual medical market by offering medical insurance, short-term medical insurance and student medical
plans to individuals and families. Products are offered with different plan options to meet a broad range of
customer needs. Assurant Health also offers medical insurance to small employer groups.

Individual Medical: Our medical insurance products are sold to individuals, primarily between the ages of
18 and 64, and their families, who do not have employer-sponsored coverage. We emphasize the sale of
individual products through associations and trusts that act as the master policyholder for such products. Products
marketed and sold through associations and trusts offer flexibility in pricing and product design which increase
our ability to respond to market changes.

Substantially all of the individual health insurance products we sell are Preferred Provider Organization
(“PPO”) plans, which offer members the ability to select from a wide range of health care providers. Coverage is
typically available with a variety of co-payment, deductible and coinsurance options, with the total benefit for
covered services limited by certain policy maximums. Members who participate in a qualifying high deductible
health plan can also add a Health Savings Account (“HSA™) option. We offer extensive HSA training to our
independent agents and offer internet-based HSA tools making it easier for our customers to integrate their HSA
into the plan of their choice and better manage their health care spending. These products are individually
underwritten, taking into account the applicant’s medical history and other factors. The remaining products we
sell are indemnity, or fee-for-service plans. Indemnity plans offer a member the ability to select any health care
provider for covered services.

Short-term Medical Insurance and Student Health Insurance: Our short-term medical insurance product is
designed for individuals who are between jobs or seeking interim coverage before their major medical coverage
becomes effective. Short-term medical insurance products are generally sold to individuals in order to fill gaps in
coverage of twelve months or less. Student health coverage plans are medical insurance plans sold to full-time
college students who are not covered by their parents’ health insurance, are no longer eligible for dependant
coverage, or are seeking a more comprehensive alternative to a college-sponsored plan.

Small Employer Group Medical: Our group medical insurance sold to small employers focuses primarily on
companies with two to fifty employees, although larger employer coverage is available. As of December 31,
2008, our average group size was approximately four employees. In the case of our small employer group health
insurance, we underwrite the entire group and examine the medical risk factors of the individual groups for
pricing purposes only. Substantially all of the small employer health insurance products that we sell are PPO
products. We also offer HSA and Health Reimbursement Account (“HRA”) options and a variety of ancillary
products to meet the demands of small employers for life insurance, short-term disability insurance and dental
insurance.



Marketing and Distribution

Breadth and depth of distribution is a key competitive advantage for Assurant Health. Our health insurance
products are principally marketed through a network of independent agents by our distributors. We also market
our products to individuals through a variety of exclusive and non-exclusive national account relationships and
direct distribution channels. In addition, we market our products through NorthStar Marketing, a wholly-owned
affiliate that proactively seeks business directly from independent agents. Since 2000, we have had an exclusive
national marketing agreement with a major mutual insurance company, pursuant to which their captive agents
market our individual health products. Captive agents are representatives of a single insurer or group of insurers
who are obligated to submit business only to that insurer, or at a minimum, give that insurer first refusal rights on
a sale. The term of this agreement will expire in September 2018 with the option for either company to exit the
agreement after September 2013. Through an agreement with a well-known association’s administrator, we
provide many of our individual health insurance products. This agreement automatically renewed for a two-year
term in September 2008. We also have a long-term relationship with a national marketing organization with more
than 50 offices. We, and our direct writing agents, also sell short-term medical insurance plans through the
internet.

In 2006, we launched Advantage Agent, an array of new products, tools and capabilities designed to make it
easy for agents to do business with Assurant Health. These capabilities resulted in an easier policy application
process and shortened approval periods, while maintaining the integrity of our disciplined risk management
requirements. In 2007, we enhanced this platform so that we are able to issue coverage to qualified individual
applicants immediately while they are still in the agent’s office, complete with medical identification card. Our
state of the art application and underwriting technology now allows us to fully underwrite healthy applicants
instantly.

Underwriting and Risk Management

Our underwriting and risk management capabilities include pricing discipline, policy underwriting and
renewal optimization, development and retention of provider networks, product development and claims
processing. In establishing premium rates for our health care plans, we use underwriting criteria based upon our
accumulated actuarial data, with adjustments for factors such as claims experience and member demographics to
evaluate anticipated health care costs. Our pricing considers the expected frequency and severity of claims and
the costs of providing the necessary coverage, including the cost of administering policy benefits, sales and other
administrative costs. :

We also utilize a broad range of focused traditional cost containment and care management processes across
our various product lines to manage risk and to lower costs. These include case management, disease
management and pharmacy benefits management programs. We retain provider networks through a variety of
relationships. These relationships generally include leased networks, such as Private Health Care Systems, Inc.
(“PHCS"), which contract directly with individual health care providers. Assurant Health was a co-founder of
PHCS. Although we sold our equity interest in PHCS during 2006, we continue to have access to the PHCS
network. Pharmacy benefits management is provided by Medco Health Solutions (“Medco”). Medco has
established itself as a leader in its industry with almost 60,000 participating retail pharmacies nationwide and its
extensive mail-order service. Through Medco’s advanced technology platforms, Assurant Health is able to access
information about customer utilization patterns on a timely basis to improve its risk management capabilities. In
addition to the technology-based advantages, Medco allows us to purchase our pharmacy benefits at competitive
prices. Our agreement with Medco expires June 30, 2010, but will be automatically extended for additional
one-year terms unless prior notice of a party’s intent to terminate is given to the other party.
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Assurant Employee Benefits

For the Years Ended
December 31,2008 December 31, 2007

Net Earned Premiums and Other Considerations:

Groupdental ........... ... $ 435,115 $ 412,810
Group disability single premiums for closedblocks (1) ................. 11,447 49,456
Allother group disability . ......... ...t 459,208 467,490
Grouplife . ... 205,978 214,983
TOtal .« v oottt e e $1,111,748 $1,144,739
Segment NetiNCOME ... ... oottt et $ 70,557 $ 87,021
LoSSTatio (2) .o vvii it e e s 69.8% 69.1%
Expenseratio (3) .....ovviiiniiini i e 35.2% 35.2%
EqQUity (4) .. oottt s $ 503,551 $ 605,358

(1) This represents single premium on closed blocks of group disability business. For closed blocks of business
we receive a single, upfront premium and in turn we record a virtually equal amount of claim reserves. We
then manage the claims using our claim management practices.

(2) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.

(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums
and other considerations and fees and other income. (Fees and other income is not included in the above
table)

(4) Equity excludes accumulated other comprehensive (loss) income.

For additional information on Assurant Employee Benefits, see “Management’s Discussion and Analysis”
and Note 22 to the Consolidated Financial Statements elsewhere in this report.

Products and Services

We focus our group business around the needs of the small employer, which we define as businesses with
fewer than 500 employees. We believe that our core capabilities around small group risk selection, administrative
systems that can efficiently handle thousands of cases, and our strong relationships with brokers who work
primarily with small businesses gives us a competitive advantage over other companies.

We offer a range of group disability, dental, life and voluntary products as well as individual dental
products. The group products are offered with funding options ranging from fully employer paid to fully
employee paid (voluntary).

Group Dental: Dental benefit plans provide funding for necessary or elective dental care. Customers may
select a traditional indemnity arrangement, a PPO arrangement, or a prepaid or managed care arrangement.
Coverage is subject to deductibles, coinsurance and annual or lifetime maximums. In a prepaid plan, members
must use participating dentists in order to receive benefits.

In addition to fully insured and managed care dental benefits, we offer Administrative Services Only
(“ASO”) for self-funded dental plans. Under the ASO arrangement, an employer or plan sponsor pays us a fee to
provide administrative services.

Success in the group dental business requires strong provider network development and management, a
focus on expense management and a claim system capable of efficiently and accurately adjudicating high
volumes of transactions. These success factors are the cornerstone of our dental business.
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We have extended a joint network leasing agreement with Aetna which strengthens our Dental PPO network
position. Aetna adds to its PPO offerings the dentists contracted with Dental Health Alliance, L.L.C.®, the dental
PPO operated by Assurant Employee Benefits. Assurant Employee Benefits markets a network comprised of the
Dental Health Alliance® and the Aetna Dental Access® networks.

Group Disability: Group disability insurance provides partial replacement of lost earnings for insured
employees who become disabled as defined by their plan provisions. Our group disability products include both
short- and long-term disability coverage options. We also reinsure disability policies written by other carriers
through our subsidiary, Disability Reinsurance Management Services, Inc. (“DRMS”).

Group long-term disability insurance provides income protection for extended work absences due to
sickness or injury. Most policies commence benefits following 90 or 180-day waiting periods, with benefits
limited to specified maximums as a percentage of income. Group short-term disability insures temporary loss of
income due to sickness or injury, and often provides benefits immediately for disabilities caused by accidents or
after one week for disabilities caused by sickness. The insured receives a weekly benefit while disabled for a
period of up to 26 weeks depending on the plan.

Group Life: Group term life insurance provided through the workplace provides financial coverage in the
event of premature death. Accidental death and dismemberment (“AD&D”) insurance, as well as coverage for
spouses, children or domestic partners, are also available. Insurance consists primarily of renewable term life
insurance with the amount of coverage provided being either a flat amount, a multiple of the employee’s
earnings, or a combination of the two.

Marketing and Distribution

Our insurance products and services are distributed through a group sales force strategically positioned in 34
U.S. offices located near major metropolitan areas. These company employees distribute our products and
services through independent employee benefits advisors, including brokers and other intermediaries, and are
compensated through a salary and incentive package. Daily account management is provided through the local
sales office, further supported by one of three regional sales support centers and a home office customer relations
department. Compensation to brokers is generally provided monthly, and in some cases includes an annual
performance incentive, based on volume and retention of business.

Marketing efforts concentrate on the identification of our target customers’ benefit needs, the development
and communication of products and services tailored to meet those needs, alignment of our Company with select
high-potential brokers and other intermediaries who value our approach to the market, and the promotion of the
Assurant Employee Benefits’ brand.

DRMS, our wholly owned subsidiary, assists customers in obtaining reinsurance for carriers that want to
supplement their core product offerings with a turnkey group disability insurance solution. Services are provided
for a fee and may include product development, state insurance regulatory filings, underwriting, claims
management or any of the other functions typically performed by an insurer’s back office. The risks written by
DRMS’ various clients are reinsured, with the clients generally retaining shares ranging from 20% to 60% of the
risk. DRMS’ clients operate in niches not often reached through our traditional distribution, enabling us to reach
new customers.

Underwriting and Risk Management

The pricing of our products is based on the expected cost of benefits, calculated using assumptions for
mortality, morbidity, interest, expenses and persistency, depending upon the specific product features. Group
underwriting takes into account demographic factors such as age, gender and occupation of members of the
group as well as the geographic location and concentration of the group. Some policies limit the payment of
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benefits for certain defined or pre-existing conditions, or in other ways seek to limit the risk from adverse
selection. Our block of business is highly diversified by industry and geographic location, which serves to limit
some of the risks associated with changing economic conditions.

Disability claims management focuses on facilitating a positive return-to-work program through a
supportive network of services that may include physical therapy, vocational rehabilitation, and workplace
accommodation. In addition to claims specialists, we also employ or contract with a staff of doctors, nurses and
vocational rehabilitation specialists, and use a broad range of additional outside medical and vocational experts
for independent evaluations and local vocational services.

Our dental business uses a highly automated claims system focused on rapid handling of claims.

Ratings

Rating organizations continually review the financial strength of insurers, including our insurance
subsidiaries. Insurance companies are assigned financial strength ratings by independent rating agencies based
upon factors relevant to policyholders. Ratings provide both industry participants and insurance consumers
meaningful information on specific insurance companies and are an important factor in establishing the
competitive position of insurance companies. Most of our active domestic operating insurance subsidiaries are
rated by A.M. Best Company (“A.M. Best”). A.M. Best maintains a letter scale rating system ranging from
“A++” (Superior) to “S” (Suspended). Six of our domestic operating insurance subsidiaries are also rated by
Moody’s Investor Services (“Moody’s”). In addition, seven of our domestic operating insurance subsidiaries are
rated by Standard & Poor’s Inc., a division of McGraw-Hill Companies, Inc. (“S&P”).

All of our domestic operating insurance subsidiaries rated by A.M. Best have financial strength ratings of A
(“Excellent”), which is the second highest of ten ratings categories and the highest within the category based on
modifiers (i.e., A and A- are “Excellent”), or A- (“Excellent”), which is the second highest of ten ratings
categories and the lowest within the category based on modifiers.

The Moody’s financial strength rating for six of our domestic operating insurance subsidiaries is
A2 (“Good”), which is the third highest of nine ratings categories and mid-range within the category based on
modifiers (i.e., Al, A2 and A3 are “Good”).

The S&P financial strength rating for two of our domestic operating insurance subsidiaries is A (“Strong”),
which is the third highest of nine ratings categories and mid-range within the category based on modifiers (i.e.,
A+, A and A- are “Strong™), and for five of our domestic operating insurance subsidiaries is A- (“Strong”), which
is the third highest of nine ratings categories and the lowest within the category based on modifiers.

As a result of their concerns related to the ongoing U.S. Securities and Exchange Commission (“SEC”)
investigation (see “Item 3. Legal Proceedings” for more information), Moody’s and S&P have placed a negative
outlook on our ratings. If there is a negative event, outcome or action as a result of the SEC investigation, our
ratings may be downgraded. We do not expect this negative outlook by Moody’s and S&P to significantly affect
our borrowing capacity; however, a significant downgrade in ratings may increase the cost of borrowing for the
Company or limit the Company’s access to capital. In addition, given recent economic developments that have
negatively affected the entire insurance industry, we believe that we could be more susceptible to ratings
downgrades than in prior years. For further information on the risks of rating downgrades, see “Item 1A—Risk
Factors—A.M. Best, Moody’s and S&P rate the financial strength of our insurance company subsidiaries, and a
decline in these ratings could affect our standing in the insurance industry and cause our sales and earnings to
decrease.”

The objective of A.M. Best’s, Moody’s and S&P’s ratings systems is to assist policyholders and to provide
an opinion of an insurer’s financial strength, operating performance, strategic position and ability to meet

ongoing obligations to its policyholders. These ratings reflect the opinions of A.M. Best, Moody’s and S&P of
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our ability to pay policyholder claims, are not applicable to our common stock or debt securities and are not a
recommendation to buy, sell or hold any security, including our common stock or debt securities. These ratings
are subject to periodic review by, and may be revised upward, downward or revoked at the sole discretion of,
AM. Best, Moody’s and S&P.

Employees

We had approximately 15,000 employees as of February 17, 2009. Assurant Solutions has employees in
Argentina, Brazil, Italy, Spain and Mexico that are represented by labor unions and trade organizations.

Available Information

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, the
Statements of Beneficial Ownership of Securities on Forms 3, 4 and S for our Directors and Officers and all
amendments to such reports, filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
of 1934, as amended, are available free of charge through the SEC website at www.sec.gov. These documents are
also available free of charge through our website at www.assurant.com.
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Item 1A. Risk Factors.

Certain factors may have a material adverse effect on our business, financial condition and results of
operations and you should carefully consider them. It is not possible to predict or identify all such factors.

Risks Related to Our Company

Our income and profitability may decline if we are unable to maintain our relationships with significant
clients, distributors and other parties important to the success of our business.

Our relationships and contractual arrangements with significant clients, distributors and other parties with
whom we do business are important to the success of our segments. Many of these arrangements are exclusive.
For example, in Assurant Solutions, we have exclusive relationships with retailers and financial and other
institutions through which we distribute our products, including an exclusive distribution relationship with SCI
relating to the distribution of our preneed insurance policies. In Assurant Specialty Property, we have exclusive
relationships with mortgage lenders and manufactured housing lenders and manufacturers. In Assurant Health,
we have exclusive distribution relationships for our individual health insurance products with a major mutual
insurance company as well as a relationship with a well-known association through which we provide many of
our individual health insurance products. We also maintain contractual relationships with several separate
networks of health and dental care providers, each referred to as a PPO, through which we obtain discounts.
Typically, these relationships and contractual arrangements have terms ranging from one to five years.

Although we believe we have generally been successful in maintaining our client, distribution and
associated relationships, if these parties decline to renew or seek to terminate these arrangements or seek to
renew these contracts on terms less favorable to us, our results of operations and financial condition could be
materially adversely affected. For example, a loss of one or more of the discount arrangements with PPOs could
lead to higher medical or dental costs and/or a loss of members to other medical or dental plans. In addition, we
are subject to the risk that these parties may face financial difficulties, reputational issues or problems with
respect to their own products and services, which may lead to decreased sales of our products and services.
Moreover, if one or more of our clients or distributors consolidate or align themselves with other companies, we
may lose business or suffer decreased revenues.

Sales of our products and services may be reduced if we are unable to attract and retain sales representatives
or develop and maintain distribution sources.

We distribute our insurance products and services through a variety of distribution channels, including
independent employee benefits specialists, brokers, managing general agents, life agents, financial institutions,
mortgage lenders and servicers, retailers, funeral homes, association groups and other third-party marketing
organizations.

Our relationships with these various distributors are significant both for our revenues and profits. We
generally do not distribute our insurance products and services through captive or affiliated agents. In Assurant
Health, we depend in large part on the services of independent agents and brokers and on associations in the
marketing of our products. In Assurant Employee Benefits, independent agents and brokers who act as advisors
to our customers market and distribute our products. Strong competition exists among insurers to form
relationships with agents and brokers of demonstrated ability. We compete with other insurers for relationships
with agents, brokers, and other intermediaries primarily on the basis of our financial position, support services,
product features, and more generally through our ability to meet the needs of their clients, our customers.
Independent agents and brokers are typically not exclusively dedicated to us, but instead usually also market the
products of our competitors and therefore we face continued competition from our competitors’ products.
Moreover, our ability to market our products and services depends on our ability to tailor our channels of
distribution to comply with changes in the regulatory environment in which we and such agents and brokers
operate.

15



We have our own sales representatives whose distribution process varies by segment. We depend in large
part on our sales representatives to develop and maintain client relationships. Our inability to attract and retain
effective sales representatives could materially adversely affect our results of operations and financial condition.

Our earnings could be materially affected by an impairment of goodwill.

Goodwill represented $1,001,899 and $832,656 of our $24,514,586 and $26,750,316 in total assets as of
December 31, 2008 and 2007, respectively. We review our goodwill annually in the fourth quarter for
impairment, or more frequently if indicators of impairment exist. We regularly assess whether any indicators of
impairment exist, which requires a significant amount of judgment. Such indicators may include: a sustained
significant decline in our share price and market capitalization; a decline in our expected future cash flows; a
significant adverse change in the business climate; and/or slower growth rates, among others. Any adverse
change in these factors could have a significant impact on the recoverability of these assets and could have a
material impact on our consolidated financial statements. During the fourth quarter of 2008, we experienced a
significant decline in our stock price, which during the quarter reached its lowest point since our IPO. This
decline has had a relatively short duration and the stock price had increased by year end. Due to this significant
decline, our market capitalization was below the sum of our reporting units’ fair values. If we experience a
sustained decline in our results of operations and cash flows, or other indicators of impairment exist, such as a
continued significant decline in our share price and market capitalization, we may incur a material non-cash
charge to earnings relating to impairment of our goodwill, which could have a material adverse effect on our
results.

Current conditions in the capital and credit markets may significantly and adversely affect our access to
capital and our ability to meet liquidity needs.

The global capital and credit markets have been experiencing extreme volatility and disruption for more
than twelve months. In recent months, the volatility and disruption have reached unprecedented levels. In some
cases, the markets have exerted downward pressure on availability of liquidity and credit capacity for almost all
issuers. , d

Liquidity and credit capacity are important to our business because they allow us to pay our operating
expenses, interest on our debt and dividends on our common stock, and replace certain maturing liabilities. The
principal sources of our liquidity are insurance premiums, fee income, cash flow from our investment portfolio
and liquid assets, consisting mainly of cash or assets that are readily convertible into cash. Sources of liquidity in
normal markets also include a variety of short- and long-term instruments.

In the event that current resources do not satisfy our needs, we may have to seek additional methods of
financing our operations. The availability of additional financing will depend on a variety of factors such as
market conditions, the general availability of credit, the volume of trading activities, the overall availability of
credit to the financial services industry, our credit ratings and credit capacity, as well as the possibility that
clients or lenders could develop a negative perception of our long- or short-term financial prospects if we
continue to incur large investment losses or if the level of our business activity persistently decreases due to a
market downturn. Continuing disruptions, uncertainty or volatility in the capital and credit markets could have an
adverse effect on our core business, our insurance operations. Such market conditions may limit our ability to
replace, in a timely manner, maturing liabilities, satisfy statutory capital requirements, generate fee income and
market-related revenue to meet liquidity needs, and access the capital necessary to grow our business.
Potentially, we may be forced to delay raising or be unable to raise capital or bear an unattractive cost of capital
which could decrease our profitability and reduce our financial flexibility. Our results of operations, financial
condition, cash flows and statutory capital position could be materially and adversely affected by disruptions in
the capital markets.
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General economic, financial market and political conditions may materially adversely affect our results of
operations and financial conditions. Particularly, difficult conditions in financial markets and the global
economy may negatively affect our results.

General economic, financial market and political conditions may have a material adverse effect on our
results of operations and financial condition. Recently, concerns over the availability and cost of credit, the
declining global mortgage and real estate market, the loss of consumer confidence and reduction in consumer
spending, inflation, energy costs, geopolitical issues, have contributed to increased volatility and diminished
expectations for the economy and the markets going forward. These factors, combined with increased
unemployment, have precipitated an economic slowdown and fears of a possible global recession. Any of these
factors may influence our results. Specifically, during periods of economic downturn:

« individuals and businesses (i) may choose not to purchase our insurance products, warranties and other
related products and services, (ii) may terminate existing policies or contracts or permit them to lapse,
(iit) may choose to reduce the amount of coverage purchased, and (iv) in the case of business customers
of Assurant Health or Assurant Employee Benefits, may have fewer employees requiring insurance
coverage due to reductions in their staffing levels;

e clients are more likely to experience financial distress or declare bankruptcy or liquidation which could
have an adverse impact on the remittance of premiums from such clients as well as the collection of
receivables from such clients for items such as unearned premiums;

» disability insurance claims and claims on other specialized insurance products tend to rise;

« there is a higher loss ratio on credit card and installment loan insurance due to rising unemployment and
disability levels;

o there is a risk of potential increases in fraudulent insurance claims;

« insureds tend to increase their utilization of health and dental benefits if they anticipate becoming
unemployed or losing benefits; and

« substantial decreases in loan availability and origination could have a long-term effect on premium
writings.

In addition, general inflationary pressures may affect the costs of medical and dental care, as well as repair
and replacement costs on our real and personal property lines, increasing the costs of paying claims. Inflationary
pressures may also affect the costs associated with our preneed insurance policies, particularly those that are
guaranteed to grow with the Consumer Price Index (or “CPI”). Conversely, deflationary pressures may affect the
pricing of our products.

On October 3, 2008, the Emergency Economic Stabilization Act of 2008 (“EESA”) was signed into law in
an attempt to stabilize and provide liquidity to the U.S. financial markets. EESA followed, and was followed by,
numerous actions by the U.S. Federal Reserve Board, the U.S. Congress, the U.S. Treasury, the SEC and others
to address the current liquidity and credit crises that followed the sub-prime meltdown that began in 2007. EESA
and similar legislation or proposals, as well as companion actions such as monetary or fiscal actions of the U.S.
Federal Reserve Board or comparable authorities in other countries, may fail to stabilize the financial markets.
This legislation and other proposals or actions may also have other consequences, including material effects on
interest rates and foreign exchange rates, which could materially affect our investments, results of operations and
liquidity in ways that we cannot predict. The failure to effectively implement this legislation or related proposals
or actions could also result in material adverse effects, notably increased constraints on the liquidity available in
the banking system and financial markets and increased pressure on stock prices, any of which could materially
and adversely affect our results of operations, financial condition and liquidity.

In addition, we are subject to extensive laws and regulations that are administered and enforced by a number
of different governmental authorities and non-governmental self-regulatory agencies, including, but not limited
to, foreign regulators, state insurance regulators, the SEC, the New York Stock Exchange, the U.S. Department
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of Justice and state attorneys general. In light of the difficult economic conditions, some of these authorities are
considering or may in the future consider enhanced or new regulatory requirements intended to prevent future
crises or to otherwise assure the stability of institutions under their supervision. These authorities may also seek
to exercise their supervisory or enforcement authority in new or more robust ways. All of these possibilities, if
they occurred, could affect the way we conduct our business and manage our capital, either of which in turn
could materially and adversely affect our results of operations, financial condition and liquidity.

Our investment portfolio is subject to several risks that may diminish the value of our invested assets and
affect our profitability. Given the current global economic slowdown, our investment portfolio may continue to
suffer reduced returns or losses that could materially reduce our profitability.

Investment returns are an important part of our overall profitability and significant fluctuations in the fixed
maturity market could impair our profitability, financial condition and/or cash flows. Our investments are subject
to market-wide risks and fluctuations, as well as to risks inherent in particular securities. In particular, volatility
of claims may force us to liquidate securities prior to maturity, which may cause us to incur capital losses. If we
do not structure our investment portfolio so that it is appropriately matched with our insurance liabilities, we may
be forced to liquidate investments prior to maturity at a significant loss to cover such liabilities. See “Item 7—
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Investments” for
additional information on our investment portfolio and related risks.

The U.S. mortgage market has experienced unprecedented disruptions resulting from credit quality
deterioration in a significant portion of loans originated. This has led to reduced investor demand for mortgage
loans and mortgage-backed securities and increased investor yield requirements for those loans and securities.
This continuing decline has resulted in restrictions in the resale markets for non-conforming loans and has had an
adverse effect on retail mortgage lending operations in many markets, especially alternative documentation loans
(typically offered to qualified borrowers who have relatively high credit scores but are not required to provide
full documentation to support personal income and assets owned). These conditions may continue or worsen in
the future. Although at December 31, 2008, only a small portion of our mortgage-backed securities were secured
by sub-prime mortgage collateral, if the market disruption continues, these events could ultimately impact our
fixed maturity and commercial mortgage loan portfolio and may have a material adverse effect on the value of
our investment portfolio, our results of operations, financial position and cash flows.

The performance of our investment portfolio is subject to continuing fluctuations due to changes in interest rates
and market conditions.

Changes in interest rates can materially adversely affect the performance of some of our investments.
Interest rate volatility can increase or reduce unrealized gains or unrealized losses in our portfolios. Interest rates
are highly sensitive to many factors, including governmental monetary policies, domestic and international
economic and political conditions and other factors beyond our control. Fixed maturity and short-term
investments represented 77% of the fair value of our total investments as of December 31, 2008 and 2007. See
“Item 7—Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Investments” for additional information on the effect of fluctuations in interest rates.

The fair market value of the fixed maturity securities in our portfolio and the investment income from these
securities fluctuate depending on general economic and market conditions. Because all of our fixed maturity
securities are classified as available for sale, changes in the market value of these securities are reflected in our
balance sheet. The fair market value generally increases or decreases in an inverse relationship with fluctuations
in interest rates, while net investment income realized by us from future investments in fixed maturity securities
will generally increase or decrease with interest rates. In addition, actual net investment income and/or cash
flows from investments that carry prepayment risk, such as mortgage-backed and other asset-backed securities,
may differ from those anticipated at the time of investment as a result of interest rate fluctuations. An increase in
interest rates will increase the net unrealized loss position of our current investment portfolio.
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We employ asset/liability management strategies to reduce the adverse effects of interest rate volatility and
to increase the likelihood that cash flows are available to pay claims as they become due. Our asset/liability
management strategies include asset/liability duration management, structuring our bond and commercial
mortgage loan portfolios to limit the effects of prepayments and consistent monitoring of, and appropriate
changes to, the pricing of our products.

Asset/liability management strategies may fail to eliminate or reduce the adverse effects of interest rate
volatility, and significant fluctuations in the level of interest rates may have a material adverse effect on our
results of operations and financial condition.

In addition, our preneed insurance policies are generally whole life insurance policies with increasing death
benefits. In extended periods of declining interest rates or rising inflation, there may be compression in the
spread between the death benefit growth rates on these policies and the investment earnings that we can earn,
resulting in a negative spread. As a result, declining interest rates or high inflation rates may have a material
adverse effect on our results of operations and our overall financial condition. See “Item 7A—Quantitative and
Qualitative Disclosures About Market Risk—Inflation Risk” for additional information.

Assurant Employee Benefits calculates reserves for long-term disability and life waiver of premium claims
using net present value calculations based on current interest rates at the time claims are funded and expectations
regarding future interest rates. Waiver of premium refers to a provision in a life insurance policy pursuant to
which an insured with a disability that lasts for a specified period no longer has to pay premiums for the duration
of the disability or for a stated period, during which time the life insurance coverage provides continued
coverage. If interest rates decline, reserves for open and/or new claims in Assurant Employee Benefits would
need to be calculated using lower discount rates, thereby increasing the net present value of those claims and the
required reserves. Depending on the magnitude of the decline, this could have a material adverse effect on our
results of operations and financial condition. In addition, investment income may be lower than that assumed in
setting premium rates.

Our investment portfolio is subject to various risks that may result in realized investment losses.

We are subject to credit risk in our investment portfolio, primarily from our investments in corporate bonds,
preferred stocks, leveraged loans, and municipal bonds. Defaults by third parties in the payment or performance
of their obligations could reduce our investment income and realized investment gains or result in the continued
recognition of investment losses. The value of our investments may be materially adversely affected by increases
in interest rates, downgrades in the corporate bonds included in the portfolio and by other factors that may result
in the continued recognition of other-than-temporary impairments. Each of these events may cause us to reduce
the carrying value of our investment portfolio.

Further, the value of any particular fixed maturity security is subject to impairment based on the
creditworthiness of a given issuer. As of December 31, 2008, fixed maturity securities represented 71% of the
fair value of our total invested assets. Our fixed maturity portfolio also includes below investment grade
securities (rated “BB” or lower by nationally recognized securities rating organizations). These investments
comprise approximately 6% of the fair value of our total investments as of December 31, 2008 and generally
provide higher expected returns, but present greater risk and can be less liquid than investment grade securities.
A significant increase in defaults and impairments on our fixed maturity investment portfolio could materially
adversely affect our results of operations and financial condition. See “Item 7A—Quantitative and Qualitative
Disclosures About Market Risk—Credit Risk” for additional information on the composition of our fixed
maturity investment portfolio.

We currently invest in a small amount of equity securities (approximately 4% of the fair value of our total
investments as of December 31, 2008). However, we have had higher percentages in the past and may make

more such investments in the future. Investments in equity securities generally provide higher expected total
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returns, but present greater risk to preservation of principal than our fixed maturity investments. Recent volatility
in the equity markets has led, and may continue to lead, to a decline in the market value of our investments in
equity securities.

For the fiscal year ended on December 31, 2008, the Company recognized net realized losses on fixed
maturity and equity securities totaling $263,364 after tax and reported gross unrealized losses on fixed maturity
and equity securities of $907,301. Net realized losses generally emanate from two sources: losses related to sales
and losses related to other-than-temporary impairments. If the current economic downturn continues to
negatively affect companies, industry sectors or countries, the Company may have additional realized and
unrealized investment losses and further increases in other-than-temporary impairments. We regularly monitor
our investment portfolio to ensure investments that may be other-than-temporarily impaired are identified in a
timely fashion and properly valued, and any impairments are charged against earnings in the proper period.
Assessment factors include, but are not limited to, the length of time and the extent to which the market value has
been less than cost, the financial condition and rating of the issuer, whether any collateral is held, and the intent
and ability of the Company to retain the investment for a period of time sufficient to allow for recovery.
However, the determination that a security has incurred an other-than-temporary decline in value requires the
judgment of management. Inherently, there are risks and uncertainties involved in making these judgments.
Therefore, changes in facts and circumstances and critical assumptions could result in management’s decision
that further impairments have occurred. This could lead to additional losses on investments, particularly those
that management has the intent and ability to hold until recovery in value occurs. For further details on net
investment losses and other-than-temporary-impairments, please see “Item 7—Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Investments.”

In addition, while we currently do not utilize derivative instruments to hedge or manage our interest rate or
equity risk, we may do so in the future. Derivative instruments generally present greater risk than fixed maturity
investments or equity investments because of their greater sensitivity to market fluctuations. Since August 1,
2003, we have been utilizing derivative instruments to manage the exposure to inflation risk created by our
preneed insurance policies that are tied to the CPI. However, the protection provided by these derivative
instruments would be limited if there were a sharp increase in inflation on a sustained long-term basis which
could have a material adverse effect on our results of operations and financial condition.

Our commercial mortgage loans and real estate investments subject us to liquidity risk.

Our commercial mortgage loans on real estate investments (which represented approximately 12% of the
fair value of our total investments as of December 31, 2008) are relatively illiquid, thus increasing our liquidity
risk. In addition, if we require extremely large amounts of cash on short notice, we may have