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Financial Highlights

(LL.S. dollars in millions)

2009 2008 2007
Total Revenues $8,528 $8,701 58,601 $8,454
Net Earned Premiums 7,403 7,550 7,925 7,408
Net Investment Incore 703 699 T4 799
Net Operating Income 9 560 465 637 694
Shareholders’ Equity @ 4,495 4,787 4,380 4,035
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To Our Shareholders:

Robert B, POLLOCK

=nt and Chief Executive Offic

1 for “‘ze

Assurant’s net earped premiums were
nd our operating return

ing 2010, we str lined op
customer exp ile
i{;wsi new revenue opportunities throu
Us(}(i s that we can by

by & percent. The fmuus 1t inve
and we are optimi about €

r husinesses as

2010 RESULTS FROM OPERATIONS

and
sented 13 pe
end 2009, We atl

Assurant Solutions

on developing new client

and di s}trmzmm channels in 2010, Net
income for the vear was $103.2 million and net
lion. We were especially

tional

ting results
of s@du

ASSURANT - 2010 Annual Report 1



2 ASSURANT -

ver strong results with

s and an smf rovement

in operat V?Q resutls,

in the Wé.rz §"€°§£’ii"§ﬁf&?§, witl ﬁm’smw m @a;%:gza{:@ the
neral economy, We contin to i%éveé*s,afy our U.S,

Nt hase by growin f :
{OFM) channel. Inter

15 ahead,
o invest In new
y managing expenses,

business opporturitl

Assurant Specialty Property

The

loan-tracking technology and risk-management
e gw—‘{ ise Qf assurant Specialty Property combine to
ervice to our clients and strong resulls
srating income for the year
ned p*’e zmu were 51,95
v in 2010,
proving f‘mww »ﬁani‘% Ass ant Specia iy Property
;imm’) nm DIOCESS IMprovey hmtf m mmmi e‘«'\xp@z“”‘*%

that revenue growth will
the overall mortgage loan
ment rates return to more
: with leading mortg
with sales growth of other products suct

s insurance, will temper these trends.

3

3

Assurant Health
v 2010, ﬁza‘ sran

Health delivered solid results while
Lo ‘2;{;} e'spfs} ate in an environment of new
lations and changing market dynarnics. Net operating
e for the ve 554,0 mi ém and net earned
premiums hil Pian de changes,
substantial cost reductions and pricing actions improved
A ssurant Health's year mw; 1 %"%mx “tal performance.

23
&

S

s

were ﬁa‘ g6 billion,

2010 Annual Report

continue to adapt our str

we  will

Looking ahead,

as we more fully understand how consumers, pro
and distributors adi ,%t to the ne
2@?‘3 will

2w healthcare lang
grant Health and we
as we adapt to the

be a transition year
@;;)iigms‘;‘ir &L{;m our
heeds of our cust

Assurant Employee Benefits
Improved results for Assurant Employee Benefits in 2010
were driven by favorable claims experience and strong

expe management throughout the year. Net operating
income for the year was $63.5 million and net earned

premiums were 51,10 bitlion,

Revenue growth will continue to challenge the Assurant
Employee Benefits team untit LS. employment levels
improve and small business payrolls expand. In the
i e, niche offerings such as worksite a *cz mi ntary
products and our reinsurance capabilities will enhance
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i am confident we will be successful because of our
emplovees. They are a very committed group, united by
our shared values of common wn’\;s—?, common decency,
uncommon thinking and uncommaon results. Thelr expertise
and excellence combine to ge nerat e superior service for
our customers and long-term value for our shareholders.

Sincerely,

DR ) —

ROBERT B. POLLOCK
President and Chief Executive Officer
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washingron, DC 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2010

Commission file number 001-31978

ASSURANT, INC.

{(Exact name of Registrant as specified in its charter)

.

(Registrant’s telephone number, including area code)

SECU R,YIXI'ESRI?‘ZGISTEREB PURSUANTTO SECTION 12(B) OF THE ACT.
Title of Fach Class Name of Each Exchange on Which Registered
Common Steck, $0.01 Par Value New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(G) OF THE ACT:
NONE.

Indicate by check mark

« if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

» if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

« Note —Checking the box above will not relieve any registrant required o file reports pursuant o Section 13 or 15(d) of the Exchange Act from their
obligations under those Sections.

* 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 fling requirements for die past 90 days.

@ whether the registrant has submireed elecuronically and posted on its corporare Website, if any, every Interactive
Drara Hile required 1o 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 thar the registrant was requited to submit and pest
such files),

@ it disclosure of delinquent filers pursuant to Trem 405 of Regulation §-K (§ 229.405 of this chapter) is not contained
herein, and will not be conmined. to the best of the registrant’s knowledge, in definitive proxy or information m D
statements incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K.

» whether the registrant is a Jarge accelerated filer, an accelerated filer, a non-accelerared filer, or smaller reporting company. See the definitions of “large
accelerated filers, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Fxchange Act. (Check one):

Large accelerated filer m Accelerated filer E} Non-accelerared filer m Smaller reporring company

= whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). D

The aggregate market value of the Common Stock held by non-affiliates of the registrant was $3,718 million ar June 30, 2010 based on the
closing sale price of $34.70 per share for the common stock en such date as traded on the New York Stock Exchange.

The number of shares of the registrant’s Commaon Srock ouwtstanding at February 15, 2011 was 99,936,080,
DOCUMENTS INCORPORATED BY REFERENCE

Cerrain informarion contained in the definitive proxy statement for the annual meeting of stockholders to be held on May 12, 2011 (2011
Proxy Statement) is incorporated by reference into Part 11 hereof.



Amounts are presented in United States of America (“U.S.”) dollars and all amounts are in thousands, except number of shares, per share amounts,
registered holders, number of employees, beneficial owners, number of securities in an unrealized loss position and number of loans.

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, particularly those anticipating future financial
performance, business prospects, growth and operating strategies and
similar matters, are forward-looking statements within the meaning
of the U.S. Private Securities Litigation Reform Act of 1995. You can
identify these statements by the fact that they may use words such as
“will,” “may,” “anticipates,” “expects,” “estimates,” “projects,” “intends,”
“plans,” “believes,” “rargets,” “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 under “Critical Factors Affecting
Results,” the following risk factors could cause our actual results to
differ materially from those currently estimated by management:
(i) the effects of the Patient Protection and Affordable Care Act and
the Health Care and Education Reconciliation Act of 2010, and the
rules and regulations thereunder (together, “the Affordable Care Act”)
on our health and employee benefits businesses; (ii) deterioration in
the Company’s market capitalization compared to its book value that
could result in further impairment of the Company’s goodwill; (iii) loss
of significant client relationships, distribution sources and contracts;
(iv) failure to attract and rerain sales representatives; (v) losses due to
natural and man-made catastrophes; (vi) a decline in our credit or
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financial strength ratings (including the risk of ratings downgrades
in the insurance industry); (vii) actions by governmental agencies
that could result in the reduction of the premium rates we charge;
(viii) unfavorable outcomes in litigation and/or regulatory investigations
that could negatively affect our business and reputation; (ix) current or
new laws and regulations that could increase our costs and/or decrease
our revenues; (x) 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, unemployment and inflationary
pressure); (xi) inadequacy of reserves established for future claims
losses; (xii) failure to predict or manage benefits, claims and other costs;
(xiii) increases or decreases in tax valuation allowances; (xiv) fluctuations
in exchange rates and other risks related to our international operations;
(xv) unavailability, inadequacy and unaffordable pricing of reinsurance
coverage; (xvi) diminished value of invested assets in our investment
portfolio (due to, among other things, volatility in financial markets,
the global economic slowdown, credit and liquidity risk, other than
temporary impairments and inability to target an appropriate overall
risk level); (xvii) insolvency of third parties to whom we have sold or
may sell businesses through reinsurance or modified co-insurance;
(xviii) inability of reinsurers to meet their obligations; (xix) credit risk
of some of our agents in Assurant Specialty Property and Assurant
Solutions; (xx) failure to effectively maintain and modernize our
information systems; (xxi) failure to protect client information and
privacy; (xxii) failure to find and integrate suitable acquisitions and new
insurance ventures; (xxiii) inability of our subsidiaries to pay sufhicient
dividends; (xxiv) failure to provide for succession of senior management
and key executives; and (xxv) significant competitive pressures in our
businesses and (xxvi) cyclicality of the insurance industry. 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.



ITEM 1

Business

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 on
February 5, 2004. Prior to the IPO, Fortis, Inc., a Nevada corporation,
formed Assurant and merged into it on February 4, 2004.

Assurant is a provider of specialized insurance products and related
services in North America and select worldwide markets. Our four
operating segments—Assurant Solutions, Assurant Specialty Property,
Assurant Health, and Assurant Employee Benefits—partner with clients
who are leaders in their industries and build leadership positions in a
number of specialty insurance market segments in the United States of
America (“U.S.”) and select worldwide markets. These segments provide
debt protection administration, credit-related insurance, warranties
and service contracts, pre-funded funeral insurance, lender—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 select international
markets. To achieve this mission, we focus on the following areas:

Building and maintaining a portfolio of specialty

insurance businesses

Our four operating segments are focused on serving specific sectors of
the insurance market. We believe that the diversity of our businesses
allows us to maintain a greater level of financial stability because our
businesses will generally not be affected in the same way by the same
economic and operating trends.

Competition

Leveraging a set of core capabilities for competitive
advantage

We pursue a strategy of building leading positions in specialized market
segments for insurance products and related services in North America
as well as select international markets. In these markets, we seek to 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 that are advantages within each of our businesses. We
seek to generate attractive returns by building on specialized market
knowledge, well-established distribution relationships and, in some
businesses, economies of scale.

Managing targeted growth initiatives

Our approach to mergers, acquisitions and other growth opportunities
reflects our prudent and disciplined approach to managing our businesses.
Our mergers and acquisitions process targets new business that supports
our existing business model. We establish performance goals in our
short-term incentive compensation plan for senior management based
on growth in targeted areas.

Identifying and adapting to evolving market needs

Assurant’s businesses strive to adapt to changing market conditions by
tailoring product and service offerings to specific client and customer
needs. By understanding the dynamics of our core markets, we seek to
design innovative products and services that will enable us to sustain
long-term profitable growth and market leading positions.

Assurant’s businesses focus on niche products and related services
within broader insurance markets. Although we face competition in
each of our businesses, we believe that no single competitor competes
against us in all of our business lines. The business lines in which we
operate are generally characterized by a limited number of competitors.
Competition in each business 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 varies by product and market. We compete for customers and
distributors with insurance companies and other financial services
companies in our businesses.

Competitors of Assurant Solutions and Assurant Specialty Property
include insurance companies and financial institutions. 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.

ASSURANT, INC. - 2010 Form 10-K 3
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PART 1
ITEM 1 Business

Segments

For additional information on our segments, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Results of Operations” and Note 23 to the Consolidated Financial Statements included elsewhere in this report.

Assurant Solutions

duct groupings ;.

Gross written premius )
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Domestic extended servic

fiternational ex
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(1) Gross written |
parties and 1o insurance subsidiaries of is clients.

ily translate 1o an equal amount of subsequent net earned premium since Assurant Solutions reinsure a portion. of their preminms to third

For the Years Ended
December 31, 2010 December 31, 2009

1,012,670
462964
512,366
536532
843,225
671041
120,052

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

(3) Equiry excludes accumulared other comprehensive income.

Products and Services

Assurant Solutions targets growth in three key product areas: domestic
and international extended service contraces (‘ESC”) and warranties;
preneed life insurance; and international credit insurance.

ESC and Warranties

Through partnerships with leading retailers and original equipment
manufacturers, 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, five, and water damage. Qur strategy is to provide service
to our clients that addresses all aspects of the warranty or extended
service contract, including program design and marketing strategy.
We provide administration, claims handling and customer service. We
believe that we maintain a differentiated position in this marketplace
as a provider of both the required administrative infrastructure and
insurance underwriting capabilities.

Preneed Life Insurance

Prenced 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
annuity products in Canada.

ASSURANT, INC. - 2010 Form 10-K

Credit Insurance

Our credit insurance products offer protection from life events and
uncertainties that arise in purchasing and borrowing transactions. Credit
insurance programs generally offer consumers the 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,

Regulatory changes have reduced the demand for credit insurance in the
United States. Consequently, we have seen a reduction in domestic gross
written premiums generated in the credit insurance market, a trend, we
expect to continue.

Marketing and Distribution

Assurant Solutions focuses on establishing strong, long-term relationships
with leading distributors of its products and services. We partner with some
of the largest consumer electronics and appliance retailers and original
equipment manufacturers to market our extended service contract
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 systemns with those of our clients.

In addition to the domestic market, we operate in Canada, the United
Kingdom (“U.K), Argentina, Brazil, Puerto Rico, Chile, Germany, Spain,
ltaly, Mexico and China. In these markets, we primarily sell ESC and
credit insurance products through agreements with financial institutions,
retailers and wireless service providers. Although there has been contraction
in the domestic credit insurance market, several 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 our overall market development approach are customized to
fic the particular needs of each targeted international market.



In January 2009, we entered into an agreement to market, administer
ESC products to Whirlpool Corporation (“Whitlpool”)

and underwrite
appliance customers in the U.S. and Canada. Whirlpool is a leading
manufacturer and marketer of major home appliances.

On Seprember 26, 2008, the Company acquired the Warranty
Management Group business from GE Consumer & Industrial, a
unit Qquu ral Electric Co. ("GE"). The Company paid GE $140,000
in cash for the sale, transfer and conveyance of certain assets and
assumed certain liabilides. 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.
and included warranty distribution agreements with two existing
retail customers. In connection with the acquisition of this business,
hc Company recorded $126,840 of amortizable intangible assets and

$13,160 of goodwill. We recorded a charge of $30,948 (after-tax) in
the fourth quarter of 2010 for the impairment of a portion of the
intangible asser. The impairment charge resulted from the receipt, on
November 30, 2010, from one of the retail customers of notification of
non-renewal of a block of the acquired business effective June 1, 2011,
We do not expect the lapse of the contract to have a material impact
on Assurant Solutions profiability in 2011,

Assurant Specialty Property

PART 1
I'TEM 1 Business

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 services extended service contracts
for 4.2 million wireless subscribers.

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 these commission arrangements, the compensation
of our clients is based upon the actual losses incurred compared to
premiums earned after a specified net allowance to us. We believe that
these arrangements better align our clients’ interests with ours and help
us to better manage risk exposure.

Profits from our prenced life insurance programs are gﬂm’ rally 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 these spreads,
we regularly adjust pricing to reflect changes in new money yields.

For the Years Ended
Dggember 31,2009

sned preminms ond other considerations by ma

Homeowners (lender-placed and vn}mmw)

Manufacrured bomm% dev-placed and voluns

product grouping
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220309 2199
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5%
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1g, underwriting and general expenses divid
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The mcpemﬁ ratio is equal 1
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(4) The combi
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(5) Eguity exchudes acevmulnted other comprehensive income.

Products and Services

Assurant Specialty Property’s business strategy is to pursue long-term
growth in lender-placed homeowners insurance and expand its strategy
into other emerging markets with similar characteristics, such as lender-
placed flood insurance, lender-placed automobile and renters insurance.
Assurant Specialty Property also writes other specialty products.

Lender-placed and voluntary homeowners insurance

The largest product line within Assurant Specialty Property is bomeowners
insurance, consisting principally of fire and dwelling hazard insurance
offered through our lender-placed programs. The lender-placed program
provides collateral protection to our mortgage lending and servicing

U

st earned premis

w5 and other considerations.

s and other considerations ﬂlt‘(/ ves and other income. ([(’(”S and other i mcome

ol ratio is equeal 1o total benefits, losses and expenses divided by ner earned premiums and other considerations and fees and other income. (Fees and other income are not

clients in the event that a homeowner does not maintain insurance
on a mortgaged dwelling, The majority of our mortgage lending
and servicing clients outsource their insurance processing to us. We
also provide insurance to some of our clients on properties that have
been foreclosed and are being managed by our clients. This type of
insurance is called Real Estate Owned (“REQ”) insurance. This market
experienced growth increases in recent years as a result of the housing
crisis, but is now stabilizing.

We use a proprietary insurance-tracking administration system linked
with the administrative systems of our clients to continuously monitor
the clients” mortgage portfolios and verify the existence of insurance on
each mortgag)e d property. We carn fee income for these administration
services. In the event that mortgagees do not maintain adequate

ASSURANE INC. - 2010 Form 10-K
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insurance coverage, we initiate an extensive communicaton process
with the mortgagee. If the mortgagee does not take action we will

e harad

jssue an insurance C@}‘{Jii&&((}. on the NOpCFi}v’ af behalf {)f the crec iElv(){.

Lender-placed and voluntary manufactured housing
insurance

“the next largest p
manufactured housmg insurance, offered on a lender-placed and
voluntary basis. Lender-placed insurance is issued after an insurance
“““‘km% process similar to that described above. The tracking is performed
by Assurant Specialty Property using a proprictary insurance tracking
administration system, or by the lenders themselves. A number nf
manufactured housing retailers in the U.S. use our proprietary premium
rating technology to assist them in selling property coverages at the
point of sale.

sroduct line within Assurant Specialty Property is

Other insurance

We believe there are opportunities to apply our lender-placed business
model to other products and services. We have developed products
in adjacent and emerging markets, such as the lender-placed flood,
lender-placed automobile and mandatory insurance rental markets.
the U.S. Government under the

Pt Program, for which we carn a fee

We also act as an administrator for
voluntary National Flood Insurance 1
for collecting pnmmmx and processing claims. The business is 100%

reinsured to the Federal Government.

Assurant Health

Marketing and Distribution

Assurant Specialty Property establishes long-term relationships wich
origage lenders and service

crnents are exchusive. Ty

leading n

. The majority of our lender-
placed ags v these agreements have terms
of three to fr
of our clients.

vears and allow us to }t“Lg!ﬁ : -ms with those

We offer our manufacrured housing insurance programs primarily

o=

s and retailers, along with
1s distribute

through manufactured housing lende
independent specialty agents. The independent speciaty aget
Hood products and miscellaneous specialey property products. Renters
through property management
d affinity marketing partners,

nsurance is diseributed primarily
companies an

Underwriting and Risk Management

Our lender-placed homeowners insurance program and certain of our

manufactured home products are not underwritten on an individual
policy basis. Contracts with our clients require us to automarically issue

insurance coverage is not maintainec 1,
or in the fack of individual policy
1 based on a variety of
factors and adjust pricing as required, subjec

these policies when a borrower's
These products are priced to [
underwriting. We moniror |

oricing

Q”(i t

(e} M“‘Uh Lory constraints.

Because several of our produce lines (such as homeowners, manufactired
hame, and other property p()iiciex) are mgwa‘mf to (;na&;imphic risks,

WE PUrC '\LL%C reinsSurance co (e pl[lg(\vg {]KL (Ag‘lici% in\:&llldﬂf

SPLU«%‘L}/ P mpu y &ﬂd o 'YHHQ,\‘U earnis ngs vok {Id:{\ Q)LU reinsurance
progran gk!}&i&u} ID‘,.OTP()LHU; a }J‘:O\Eh!(}n to ANG\N {,1!{ reinstatement

of coverage, which provides protection against the risk of muldple

Li;lt;’iﬁii'()phtﬁﬁ ina single vear.

For the Years Ended

Net earned premivms and other considerations:

Diecember 31, 2010 December 31, 2009

’1’,27,{}193: -

1289181 ®
85874

%}aﬂ emmour oroup medical

TOTAL %8 186412 v :
Segment net income (loss) e ' 54009 $ ’30‘,‘1‘() )
Loss racio 69.9% T50%
Expense tatio : 31.5 %
Combined rado 98.1.% 105.0.%
Equity $o 402.166 $ 309,206

(1) The loss ratio is equal to policyholder b

(2} The exp wtio is equal to selling, under
are not-included in the above table)

. p .. ;
viting and general expenses divided by net earned prems

) , ; 7 N .
¥ /»/I'Ir‘iﬂr'(:/! /7;’ net ¢artied ,")?‘(?7?7,’1(77}.\' n’?i./'(l CEREY CONSIARFATi G,

er considerations and fees and other incomie. (Fees and othe

(3) The combined ratio is equal 10 totad benefits, losses and expenses divided by net earned preminms and other considerations snd fees and ather income. (Fees andd other income are not

included in the above table)

(4)  Equity excludes accumudated other comprebensive incane.
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Product and Services

Assurant Health competes in the individual medical insurance market
by offering medical insurance and short-term medical insurance to
individuals and families. Qur products are offered with different
plan options to meet a broad range of customer needs and levels of
affordability. Assurant Health also offers medical insurance to small
employer groups.

In March 2010, President Obama signed into law the Patient Protection
and Affordable Care Act and its companion bill the Health Care and
Education Reconciliation Act (together, the “Affordable Care Act”),
which represent significant changes to the current U.S. health care system.
The legislation is far-reaching and is intended to expand access to health
insurance coverage over time. The legislation includes a requirement
that most individuals obtain health insurance coverage beginning in
2014 and that most large employers offer coverage to their employees
or they will be required to pay a financial penalty. In addition, the
new laws encompass certain new taxes and fees, including limitations
on the amount of compensation that is tax deductible and new fees
which may not be deductible for income tax purposes.

The legislation will also impose new requirements and restrictions,
including, but not limited to, guaranteed coverage requirements,
prohibitions on some annual and all lifetime limits on amounts paid
on behalf of or to our members, increased restrictions on rescinding
coverage, establishment of minimum medical loss ratio requirements,
the establishment of state insurance exchanges and essential benefit
packages, and greater limitations on product pricing.

Although the National Association of Insurance Commissioners (the
“NAIC”) has issued model regulations and the Department of Health
and Human Services (“HHS”) has issued interim final regulations
to implement the minimum medical loss ratio (“MLR”) and rebate
provisions of the Affordable Care Act, certain issues remain to be fully
resolved, including issues arising from possible further requests by state
insurance commissioners for relief from the MLR and the response
from the Secretary of HHS to such requests.

During Second Quarter 2010, we completed an extensive review of our
Assurant Health business and considered a number of possible future
strategies. Three critical themes emerged from our review: we believe
significant opportunities will exist to sell individual medical insurance
products, although the dynamics and characteristics of the post-reform
market will be different; specialty expertise will still be required; and we
believe that we can carn adequate profits in this business over the long-
term, without making large commitments of capital. In order to do so,
we will have to reduce operating and distribution costs and modify our
product lines. Such changes are underway. We may refine our strategy
as new regulations are issued or additional regulatory agency actions are
taken in the wake of the Affordable Care Act. The full impact of the
Affordable Care Act will not be known for many years, as it becomes
effective at various dates over the next several years. We believe that the
Affordable Care Act will lead to sweeping and fundamental changes
to the U.S. health care system that are expected to significantly affect
the health insurance industry.

PART 1
ITEM 1 Business

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 offer a wide variety of benefic plans
at different price points, which allow customers to tailor their coverage
to fit their unique needs.

Small Employer Group Medical

Our group medical insurance is primarily sold to small companies with
two to fifty employees, although larger employer coverage is available.
As of December 31, 2010, our average group size was approximately
five employees.

Marketing and Distribution

Our health insurance products are principally marketed through a
network of independent agents. We also market through a variety of
exclusive and non-exclusive national account relationships and direct
distribution channels. In addition, we market our products through
North Star Marketing, a wholly-owned affiliate that seeks business
directly from independent agents. Since 2000, we have had an exclusive
national marketing agreement with a major murtual insurance company
whose captive agents market our individual health products. This
agreement will expire in September 2018 and allows either company
to exit the agreement with six months notice. We provide many of
our products through a well-known association’s administrator under
an agreement that automatically renews annually. We also have a
long-term relationship with a national marketing organization with
more than 50 offices.

Underwriting and Risk Management

Following the passage of the Affordable Health Care Act, many of the
traditional risk management techniques used to manage the risks of
providing health insurance have become less relevant. The Act places
several constraints on underwriting and mandates minimum levels
of benefits for most medical coverage. It also imposes minimum loss
ratio standards on many of our policies. Assurant Health has taken
steps to adjust its products, pricing and business practices to comply
with the new requirements.

Please see “Management’s Discussion and Analysis—Assurant Health”
and “Risk Factors—Risks Related to our Industry—Reform of the
health insurance industry could make our health insurance business
unprofitable” for further details.
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8 ASSURANT; INC,

PART I
ITEM 1 Business

Assurant Employee Benefits

DProminms and Onber E;«mwfwarzw:sa
:mup denu
Gioup disabiliey

B ..

(1) The loss ratio is equal to policyholder benefits

ivided by net earned premivms and other considerations.

For the Years Ended
Dcmmber 31, 2009

December 31, 2010

36.4 %
537041

(2) The expense ratio is equal to selling, wnderwriting and general expenses divided by net eavned premiums and other considevations and fees and other income. (Fees and other income

are not included in the above table)

(3) Equity excludes accumulated other comprehensive income,

Products and Services

We focus on the needs of businesses with fewer than 500 employees.
We believe that our small group risk selection expertise, administrative
systems, and strong relationships with brokers who work primarily with
small businesses give us a competitive advantage versus other carriers.

We offer group disability, dental, vision, life and supplemental worksite
g ) Pp
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). In addition, we reinsure disability and life
ploy ; ; :
products through our wholly owned subsidiary, Disability Reinsurance

Management Services, Inc. (“DRMS”).

Group Disability

Group disability insurance provides partial replacement of lost earnings
forinsured employees who become disabled, as defined by their plan
provisions, Our pt‘()dt!ft*? include both shore- and long-term disability
coverage options. We also reinsure disability policies written by other
carriers through our DRMS subsidiary.

Group Dental

Dental benefir plans provide funding for necessary or clective 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 ot lifetime maximums.
ts in order

In a prepaid plan, members must use participating denti:
to receive benefits.

Success in the group dental business is heavily dependent on a strong
provider necwork, Assurant Employee Benefits owns and operates Dental
Health Alliance, L.1.C., a leading dental PPO network. We also have
an agreement with Aetna, eﬂcndmg through 2012, that allows us to
use Aetna’s Dental Access ® zm.wc>rk, which we believe increases the
artractiveness of our products in the markerplace.

= 2010-Form 10-K

Group Vision

Pully-insured vision coverage is offered through our agreement with
Vision Service Plan, Inc. (“VSP), a leading national supplier of vision
insurance. Qur plans cover eye exams, glasses, and conract lenses and

are usually sold in combination with one or more of our other products.

Group Life

Group term life insurance provided through the workplace provides
benefits in the event of death. We also pmvadc accidental death and
dismenberment (AD&D”) insurance. Insurance consists primartly of
renewable term life insurance with the amount of coverage provided
being cither a flat amount, a multiple of the employec’ mmiﬁgs, ora
combination of the two. We also reinsuse life policies written by other

carriers through DRMS.

Supplemental Worksite Products

In addition to the tradidional voluntary products, we provide group
crivical illness, cancer, accident, and gap insurance. These products are
generally paid for by the employee lhrmwh sayroll deduction, and the
employee is enrolled in the coverage(s) at Lht‘, worksite.

Marketing and Distribution

Our products and services are distributed through a group sales
force located in 34 ofhces near ma}or metropolitan areas, Our sales
representatives distribute our proc ucts and services through independent
brokers and employee-benefits advisors. Daily account management is
provided through the local sales offices, further supported hv regional
sales support centers and a home office customer service d {epartment.
Compensation of brokers in some cases includes an annual performance
incentive, based on volume and retention of business.

DRMS provides turnkey group disability and life insurance solutions to
insurance carriers that want to supplement their core product offerings.
Our services include product development, state insurance regulatory
filings, underwriting, claims management, and other functions typically
performed by an insurer’s back office. Assurant Employee Benefits
reinsures the risks written by DRMS’ clients, with the clients generally
retaining shares ranging from 10% to 60% of the risk.




Underwriting and Risk Mas

: gemen{

The pricing of our products is based on the expected cost of benefits,
calculated using assumptions for mortality, morbidity, interest, expenses
and persistency, and other underwriting factors. Our block of business
is diversified by industry and geographic location, which serves to
limit some of the risks associated with changing economic conditions.

Ratings

PART I
ITEM 1 Business

Disability claims management focuses on helping claimants return o
work through a supportive network of services that may include physical
therapy, vocational rehabilitation, and workplace accommaodarion.
We 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 to assist our claim specialists.

Independent rating organizations periodically review the financial
strength of insurers, including our insurance subsidiaries. Financial
strength ratings represent the opinions of rating agencies regarding
the ability of an insurance company to meet its financial obligations
to policyholders and contractholders. These ratings are not applicable
to our common stock or debt securities. Ratings are an important
factor in establishing the competitive position of insurance companies.

Rating agencies also use an “outlook statement” of “positive”, “stable”,
“negative” or “developing” to indicate a medium- or long-term trend in
credit fundamentals which, if continued, may lead to a rating change.
A rating may have a stable outlook to indicate that the rating is not

expected to change; however, a stable rating does not preclude a rating
agency from changing a rating at any time, without notice.

Maost of our active domestic operating insurance subsidiaries are rated
by the A.M. Best Company ("A.M. Best”). In addition, six of our
domestic operating insurance subsidiaries are also rated by Moody's
Investor Services (“Moody’s”) and seven are rated by Standard & Poor’s
Inc., a division of McGraw Hill Companies, Inc. (“S&P7).

For further information on the risks of ratings downgrades, see
“Item 1A~—Risk Factors—A.M. Best, Moody’s and S&P rate the

financial strength of our insurance company subsidiaries,”

The following table summarizes our outlook statement and financial strength ratings as of December 31, 2010

AM, Best

Moody’s ¥ Standard & Poor’s ¥

Outlook

Stable

Stable ’ )

A,merican Bankers Imumncc (Jampmv

rhy i)mmi Care New Joveey:
Umo S cumy Imummc Q,ﬁmpanv

‘.l Care of »’\xxmna
l(,m, ol € Jokﬁr«zdm

United Dcnml ma o( ch higan

\loy.x;,u [ndemnity Imumncu Compan

N/A

(1) AM. Best financial strength ratings range from A+ +” (superior) to “S” (uspended). Ratings of & and A- fall under the “excellent” category, which is the second highest of ten ratings
categories. A rating of NR-3 indicaves that the company is not rated because the rating procedure is inapplicable,

(2) Moodys insurance financial strength ratings range from “Aaa’ (exce, fﬂmal,) 1 “C” (extremely poor). A numeric modifier may be appended to ratings fram “Aa” to “Caa” to inclicate relative
o

position within a category, with 1 being the highest and 3 being 1
(3) Se

s insurer financial strength ratings vange from “AAA” (extremely strong”) to ¢

(4) S

" (under regulatory supervision). A “+” or
CCC to indicate relative position within a category. Ratings of A- (strong”) and BBB+(‘adequare”) ave within the thivd and fourth highesr of the

lowest. Ratings of/li? and A3 are considerved “good” and fall within the third highest of the nine ratings categories.

’ri 1o rutings from categories AA to
 ratings categories, respectively.

“" may be appende

b P has a stable outlook on all af the ratings of the Companies, except Jor John Alden L. lfe Insurance Company and Time Insurance Company, which have a negative outlook.
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Enterprise Risk Management

As an insurer, we are exposed to a wide variety of financial, operational
and other risks, as described in Item 1A, “Risk Factors.” Enterprise risk
management (‘ERM”) is, therefore, a key component of our business
strategies, policies, and procedures. Our ERM process is an iterative

approach with the following key phases:

1. Risk identification;

2. High-level estimation of risk likelihood and severity;
3. Risk prioritization at the business and enterprise levels;
4, Scenario analysis and quantitative impact modeling for key

enterprise risks;

5. Utilization of quantitative results and subject matter expert
opinion to help guide business strategy and decision making.

Through our ERM process and our enterprise risk quantification model
we monitor a variety of risk metrics on an ongoing basis, with a particular
focus on impact to net income (both GAAP and Statutory), company
value and the potential need for capital infusions to subsidiaries under
severe stress scenarios.

The Company’s ERM activities are coordinated by an Enterprise
Risk Management Committee (“ERMC”), which includes managers
from across the Company with knowledge of the Company’s business

Regulation

activities. The ERMC develops risk assessment and risk management
policies and procedures. It facilitates the identification, reporting
and prioritizing of risks faced by the company, and is responsible for
promoting a risk-aware culture throughout the organization. The ERMC
also coordinates with each of the Company’s four Business Unit Risk
Committees (“BURCs”), which meet regularly and are responsible for
the identification of significant risks affecting their respective business
unit. Those risks which meet our internally-defined escalation criteria,
including emerging risks, are then reported to the ERMC.

Our Board of Directors and senior management are responsible for
overseeing significant enterprise risks. The ERMC reports regularly to
the Chief Executive Officer and presents its work periodically to both
the Board of Directors and the Audit Committee.

Through the use of regular committee meetings, business unit and
enterprise risk inventory templates, risk dashboards, hypothetical
scenario analysis, and quantitative modeling, the Company strives
to identify, track, quantify, communicate and manage our key risks
within prescribed tolerances.

Our ERM process continues to evolve, and, when appropriate, we
incorporate methodology changes, policy modifications and emerging
best practices on an ongoing basis.

'The Company is subject to extensive federal, state and international
regulation and supervision in the jurisdictions where it does business.
Regulations vary from jurisdiction to jurisdiction. The following is a
summary of significant regulations that apply to our businesses and
is not intended to be a comprehensive review of every regulation to
which the Company is subject. For information on the risks associated
with regulations applicable to the Company, please see Item 1A, “Risk
Factors.”

U.S. Insurance Regulation

We are subject to the insurance holding company laws in the states
where our insurance companies are domiciled. These laws generally
require insurance companies within the insurance holding company
system to register with the insurance departments of their respective
states of domicile and to furnish reports to such insurance departments
regarding capital structure, ownership, financial condition, general
business operations and intercompany transactions. These laws also
require that transactions between affiliated companies be fair and
equitable. In addition, certain intercompany transactions, changes of
control, certain dividend payments and transfers of assets between the
companies within the holding company system are subject to prior
notice to, or approval by, state regulatory authorities.

Like all U.S. insurance companies, our insurance subsidiaries are subject
to regulation and supervision in the jurisdictions in which they do
business. In general, this regulation is designed to protect the interests
of policyholders, and not necessarily the interests of shareholders and
other investors.

10 ASSURANT, INC. - 2010 Form 10-K

To that end, the laws of the various states and other jurisdictions
establish insurance departments with broad powers with respect to
such things as:

¢ licensing and authorizing companies and intermediaries (including
agents and brokers) to transact business;

» regulating capital, surplus and dividend requirements;
. regu]ating underwriting limitations;

» regulating companies’ ability to enter and exit markets or to provide,
terminate or cancel certain coverages;

» imposing statutory accounting and annual statement disclosure
requirements;

¢ approving policy forms and mandating certain insurance benefits;

* regulating premium rates, including the ability to disapprove or
reduce the premium rates companies may charge;

» regulating claims practices;

» regulating certain transactions between affiliates;

+ regulating the content of disclosures to consumers;

» regulating the type, amounts and valuation of investments;

» mandating assessments or other surcharges for guaranty funds and
the ability to recover such assessments in the future through premium
increases; and

* regulating market conduct and sales practices of insurers and agents.



Dividend Payment Limitations

The Company’s assets consist primarily of the capital stock of our
subsidiaries. Accordingly, our future cash flows depend upon the
availability of dividends and other statutorily permissible payments
from our subsidiaries. The ability to pay such dividends and to make
such other payments is regulated by the states in which our subsidiaries
are domiciled. These dividend regulations vary from state to state and
by type of insurance provided by the applicable subsidiary, but generally
require our insurance subsidiaries to maintain minimum solvency
requirements and limit the amount of dividends these subsidiaries can
pay to the holding company. For more information, please see Item 7,
“Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Liquidity and Capital Resources—Regulatory

Requirements.”

Risk Based Capital Requirements

In order to enhance the regulation of insurer solvency, the NAIC has
established certain risk-based capital standards applicable to life, health
and property and casualty insurers. Risk-based capital, which regulators
use to assess the sufficiency of an insurer’s statutory capital, is calculated
by applying factors to various asset, premium, claim, expense and reserve
items. Factors are higher for items which in the NAIC’s view have greater
underlying risk. The NAIC periodically reviews the risk-based capital
formula and changes to the formula could occur in the future.

Investment Regulation

Insurance company investments must comply with applicable laws
and regulations that prescribe the kind, quality and concentration
of investments. These regulations require diversification of insurance
company investment portfolios and limit the amount of investments
in certain asset categories.

Financial Reporting

Regularors closely monitor the financial condition of licensed insurance
companies and our insurance subsidiaries are required to file periodic
financial reports with insurance regulators. Moreover, states regulate the
form and content of these statutory financial statements.

Products and Coverage

Insurance regulators have broad authority to regulate many aspects of our
products and services. For example, some jurisdictions require insurers
to provide coverage to persons who would not be considered eligible
insurance risks under standard underwriting criteria, dictating the types
of insurance and the level of coverage that must be provided to such
applicants. Additionally, certain non-insurance products and services,
such as service contracts, may be regulated by regulatory bodies other
than departments of insurance.

Pricing and Premium Rates

Nearly all states have insurance laws requiring insurers to file price
schedules and policy forms with the state’s regulatory authority. In many
cases, these price schedules and/or policy forms must be approved prior
to use, and state insurance departments have the power to disapprove
increases or require decreases in the premium rates we charge.

PART I
ITEM 1 Business

Market Conduct Regulation

Activities of insurers are highly regulated by state insurance laws
and regulations, which govern the form and content of disclosure to
consumers, advertising, sales practices and complaint handling. State
regulatory authorities enforce compliance through periodic market
conduct examinations.

Guaranty Associations and Indemnity Funds

Most states require insurance companies to support guaranty associations
or indemnity funds, which are established to pay claims on behalf of
insolvent insurance companies. These associations may levy assessments
on member insurers. In some states member insurers can recover a portion
of these assessments through premium tax offsets and/or policyholder
surcharges.

Insurance Regulatory Initiatives

The NAIC and state insurance regulators have considered and are
considering various proposals that may alter or increase state authority to
regulate insurance companies and insurance holding companies. Please
see [tem 1A, “Risk Factors—Risks Related to Our Industry—Changes
in regulation may reduce our profitability and limit our growth” for a
discussion of the risks related to such initiatives.

Federal Regulation

Patient Protection and Affordable Care Act

Although health insurance is generally regulated at the state level,
recent legislative actions were taken at the federal level that impose
added restrictions on our business, in particular Assurant Health and
Assurant Employee Benefits. In March 2010, President Obama signed
the Affordable Care Act into law. Provisions of the Affordable Care Act
and related reforms have and will become effective at various dates over
the next several years and will make sweeping and fundamental changes
to the U.S. health care system that are expected to significantly affect
the health insurance industry. Although we cannot predict or quantify
the precise effects of the Affordable Care Act on our business, they will
include, in particular, a requirement that we pay rebates to customers
if the loss ratios for some of our products lines are less than specified
percentages; the need to reduce commissions, and the consequent risk that
insurance producers may sell less of our products than they have in the
past; changes in the benefits provided under some of our products; limits
on lifetime and annual benefit maximums; a prohibition from imposing
any pre-existing condition exclusion as it applies to enrollees under the
age of 19 who apply for coverage; limits on our ability to rescind coverage
for persons who have misrepresented or omitted material information
when they applied for coverage and, after January 1, 2014, elimination of
our ability to underwrite health insurance products with certain narrow
exceptions; a requirement to offer coverage to any person who applies
for such coverage; increased costs to modify and/or sell our products;
intensified competitive pressures that limit our ability to increase rates
due to state insurance exchanges; significant risk of customer loss; new
and higher taxes and fees; and the need to operate with a lower expense
structure at both the business segment and enterprise level.
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PART 1
ITEM 1 Business

Employee Retirement Income Security Act

Because we provide products and services for certain U.S. employee
benefit plans, we are subject to regulation under the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”). ERISA places
certain requirements on how our Company may do business with
employers that maintain employee benefit plans covered by ERISA.
Among other things, regulations under ERISA set standards for certain
notice and disclosure requirements and for claim processing and appeals.
In addition, some of our administrative services and other activities may

also be subject to regulation under ERISA.

HIPAA, HITECH Act and Gramm-Leach-Bliley Act

The Health Insurance Portability and Accountability Act of 1996,
along with its implementing regulations (“HIPAA”), impose various
requirements on health insurers, HMOs, health plans and health care
providers. Among other things, Assurant Health is subject to HIPAA
regulations requiring certain guaranteed issuance and renewability of
health insurance coverage for individuals and small groups (generally
groups with 50 or fewer employees) and limitations on exclusions based
on pre-existing conditions.

HIPAA also imposes requirements on health insurers, health plans and
health care providers to ensure the privacy and security of protected
health information. These privacy and security provisions were further
expanded by the privacy provisions contained in the Health Information
Technology for Economic and Clinical Health Act (the “HITECH
Act”), which enhances penalties for violations of HIPAA and requires
regulated entities to provide notice of security breaches of protected
healch information to individuals and HHS. In addition, certain of our
activities are subject to the privacy regulations of the Gramm-Leach-
Bliley Act, which, along with regulations adopted thereunder, generally
requires insurers to provide customers with notice regarding how their
non-public personal health and financial information is used, and to
provide them with the opportunity to “opt out” of certain disclosures.

Dodd-Frank Wall Street Reform and Consumer
Protection Act

In July 2010, President Obama signed into law the Dodd-Frank Wall
Street Reform and Consumer Protection Act (the “Dodd-Frank Act”),
which implements comprehensive changes to the regulation of financial
services in the U.S. Among other things, Congress created the Consumer
Financial Protection Bureau (the “CFPB”). While the CFPB does not have
direct jurisdiction over insurance products, it is possible that regulations
promulgated by the CFPB may extend its authority more broadly to
cover these products and thereby affect the Company or our clients.

Other Information

International Regulation

We are subject to regulation and supervision of our international operations
in various jurisdictions. These regulations, which vary depending on the
jurisdiction, include anti-corruption laws; solvency regulations; various
privacy, insurance, tax, tariff and trade laws and regulations; and corporate,
employment, intellectual property and investment laws and regulations.

In addition to the U.S., the Company operates in Canada, the UK.,
Argentina, Brazil, Puerto Rico, Chile, Germany, Spain, Ttaly, Mexico
and China, and our operations are supervised by regulatory authorities
of these jurisdictions. For example, our operations in the U.K. are
subject to regulation by the Financial Services Authority (the “FSA”).
Insurers authorized by the FSA are generally permitted to operate
throughout the rest of the European Union, subject to satisfying
certain FSA requirements and, in some cases, meeting additional local
regulatory requirements.

We are also subject to certain U.S. and foreign laws applicable to
businesses generally, including anti-corruption laws. The Foreign
Corrupt Practices Act of 1977 (the “FCPA”) regulates U.S. companies
in their dealings with foreign officials, prohibiting bribes and similar
practices. In addition, the U.K. Anti-Bribery Act, which should become
effective during 2011, has wide jurisdiction over certain activities that

affect the U.K.

Securities and Corporate Governance Regulation

As a company with publicly-traded securities, Assurant is subject to
certain legal and regulatory requirements applicable generally ro public
companies, including the rules and regulations of the U.S. Securities
and Exchange Commission (the “SEC”) and the New York Stock
Exchange (the “NYSE”) relating to public reporting and disclosure,
accounting and financial reporting, and corporate governance matters.
Addirionally, Assurant, Inc. is subject to the corporate governance laws
of Delaware, its state of incorporation.

Environmental Regulation

Because we own and operate real property, we are subject to federal, state
and local environmental laws. Potential environmental liabilities and
costs in connection with any required remediation of such properties is
an inherent risk in property ownership and operation. Under the laws
of several states, contamination of a property may give rise to a lien on
the property to secure recovery of the costs of the cleanup, which could
have priority over the lien of an existing mortgage against the property
and thereby impair our ability to foreclose on that property should the
related loan be in default. In addition, under certain circumstances, we
may be liable for the costs of addressing releases or threatened releases of
hazardous substances at properties securing mortgage loans held by us.

Customer Concentration

In the opinion of Company’s management, there is no single customer
or group of affiliated customers whose loss would have a material adverse
effect on the Company. No one customer or group of affiliated customers
accounts for 10% or more of the Company’s consolidated revenues.
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Employees

We had approximately 14,000 employees as of February 15, 2011.
Assurant Solutions has employees in Argentina, Brazil, Italy, Spain and
Mexico that are represented by labor unions and trade organizations.
We believe that employee relations are satisfactory.



Sources of Liquidity

For a discussion of the Company’s sources and uses of funds, see
“Item 7—Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Capital Resources,” and
Note 15 to the Consolidated Financial Statements contained elsewhere
in this report.

Taxation

For a discussion of tax matters affecting the Company and its operations,
see Note 8 to the Consolidated Financial Statements contained elsewhere
in this report.

Financial Information about Reportable Business
Segments

For financial information regarding reportable business segments of
the Company, see “Item 7—Management’s Discussion and Analysis of

ITEM 1A Risk Factors
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Financial Condition and Results of Operations,” and Note 23 to the
Consolidated Financial Statements contained elsewhere in this report.
P

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 5 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 the Investor Relations page of
our website (www.assurant.com) as soon as reasonably practicable after
filing. Other information found on our website is not part of this or
any other report filed with or furnished to the SEC.

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 revenues and profits may decline if we were unable
to maintain relationships with significant clients,
distributors and other parties important to the success
of our business.

Our relationships and contractual arrangements with significant clients,
distributors, original equipment manufacturers 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, manufacturers and property managers. 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
clients, 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 to 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 distributors are significant both for our
revenues and profits. We 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
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customers market and distribute our products. Strong compertition
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.

The minimum loss ratios imposed by the Affordable Care Act have
compelled health insurers to decrease broker commission levels. Similarly,
the Company recently decreased its commission levels for distribution
channels that market Assurant Health’s individual medical and small
employer group medical products. Although the Company believes
that its revised commission schedule is competitive with those of other
health insurers adapting to the new reform environment, this reduction
could pressure our relationship with the distribution channels that we
rely on to market our Assurant Health products and/or our ability to
attract new brokers and agents, which could materially adversely affect
our results of operations and financial condition. In addition, many
of the agents and brokers who distribute Assurant Employee Benefits
products make a large part of their living from sales of health insurance.
To the extent that some of them decide to pursue other occupations,
the resulting loss of distribution could have a material adverse impact
on the sales of Assurant Employee Benefits' products.

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.

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 the results of all of

our business segments.

General economic, financial market and political conditions may have
a material adverse effect on our results of operations and financial
condition. Limited availabiliry of credit, deteriorations of the global
mortgage and real estate markets, declines in consumer confidence
and consumer spending, increases in prices or in the rate of inflation,
continuing high unemployment, or disruptive geopolitical events could
contribute to increased volatilicy and diminished expectations for the
economy and the markets, including the market for our stock. These
conditions could also affect all of our business segments. Specifically,
during periods of economic downturn:

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

o 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;

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

o there is an increased risk of 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 reduce
the demand for credit insurance that we write or debt cancellation or
debt deferment products that we administer, and on the placement
of hazard insurance under our lender-placed insurance programs.

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
prenced 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.

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

Goodwill represented $619,779 of our $26,397,018 in total assets as
of December 31, 2010. We review our goodwill annually in the fourth
quarter for impairment or more frequently if circumstances indicating
that the asset may be impaired exist. Such circumstances could include
a sustained significant decline in our share price, a decline in our actual
or expected future cash flows or income, a significant adverse change in
the business climate, or slower growth rates, among others. Based on our
2010 annual goodwill impairment test, we determined that our Assurant
Healch and Assurant Employee Benefits reporting units experienced an
impairment of $306,381. Based on the same test, it was determined
that the goodwill assigned to our other two reporting units were not
impaired. Circumstances such as those mentioned above could trigger
an impairment of some or all of the remaining goodwill on our balance
sheet, which could have a material adverse effect on our profitability.
For more information on our annual goodwill impairment testing and

the goodwill of our segments, please see “Item 7—MD&A—Critical
Factors Affecting Results—Value and Recoverability of Goodwill.”

Competitive pressures or regulators could force us
to reduce our rates.

The premiums we charge are subject to review by regulators. It they
consider our loss ratios to be too low, they could require us to reduce
our rates. In addition, competitive conditions may put pressure on
our rates. In either case, significant rate reductions could materially
reduce our profitability.



Catastrophe losses, including man-made catastrophe
losses, could materially reduce our profitability and have
a material adverse effect on our results of operations and
financial condition.

Our insurance operations expose us to claims arising out of catastrophes,
particularly in our homeowners, life and other personal lines of business.
We have experienced, and expect to experience, catastrophe losses that
materially reduce our profitability or have a material adverse effect on
our results of operations and financial condition. Catastrophes can
be caused by various natural events, including, but not limited to,
hurricanes, windstorms, earthquakes, hailstorms, severe winter weather,
fires, epidemics and the long-term effects of climate change, or can be
man-made catastrophes, including terrorist attacks or accidents such
as airplane crashes. While the frequency and severity of catastrophes
are inherently unpredictable, increases in the value and geographic
concentration of insured property, the geographic concentration of
insured lives, and the effects of inflation could increase the severity of
claims from future catastrophes.

Catastrophe losses can vary widely and could significantly exceed our
expectations. They may cause substantial volatility in our financial
results for any fiscal quarter or year and could materially reduce our
profitability or materially adversely affect our financial condition. Our
ability to write new business also could be affected.

Because Assurant Specialty Property’s lender-placed homeowners and
lender-placed manufactured housing insurance products are designed
to automarically provide property coverage for client portfolios, our
concentration in certain catastrophe-prone states like Florida, California
and Texas may increase in the future. Furthermore, the withdrawal of
other insurers from these or other states may lead to adverse selection
and increased use of our products in these areas and may negatively
affect our loss experience.

The exact impact of the physical effects of climate change is uncertain.
It is possible that changes in the global climate may cause long-term
increases in the frequency and severity of storms, resulting in higher
catastrophe losses, which could materially affect our results of operations
and financial condition.

Our group life and health insurance operations could be materially
impacted by catastrophes such as a terrorist atrack, a natural disaster, a
pandemic or an epidemic that causes a widespread increase in mortality
or disability rates or that causes an increase in the need for medical care.
If the severity of such an event were sufficiently high, it could exceed
our reinsurance coverage limits and could have a material adverse effect
on our results of operations and financial condition. In addition, with
respect to our preneed insurance policies, the average age of policyholders
is approximately 73 years. This group is more susceptible to certain
epidemics than the overall population, and an epidemic resulting in a
higher incidence of mortality could have a material adverse effect on
our results of operations and financial condition.

We may also lose premium income due to a large-scale business
interruption caused by a catastrophe combined with legislative or
regulatory reactions to the event.
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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.

Ratings are an important factor in establishing the competitive position
of insurance companies. A.M. Best rates most of our domestic operating
insurance subsidiaries. Moody’s rates six of our domestic operating
insurance subsidiaries and S&P rates seven of our domestic operating
insurance subsidiaries. These ratings are subject to periodic review by
AM. Best, Moody’s, and S&BD, and we cannot assure that we will be
able to retain them. In 2010 for example, Moody's lowered the financial
strength rating of our rated life and health insurance subsidiaries from
A2 to A3 and lowered the senior debt rating of Assurant, Inc. from
Baal to Baa2, citing uncertainty surrounding the viability of several
of the Company’s core insurance products as a result of changes in the
health insurance marketplace due to the Affordable Care Act. S&P
currently has a negative outlook on our two principal health insurance
subsidiaries, citing uncertainty of operating performance under the

Affordable Care Act.

Rating agencies may change their methodology or requirements
for determining ratings, or they may become more conservative in
assigning ratings. Rating agencies or regulators could also increase capital
requirements for the Company or its subsidiaries. Any reduction in our
ratings could materially adversely affect the demand for our products
from intermediaries and consumers, and materially adversely affect
our results. In addition, any reduction in our financial strength ratings
could materially adversely affect our cost of borrowing.

As of December 31, 2010, contracts representing approximately 17% of
Assurant Solutions’ and 24% of Assurant Specialty Property’s net earned
premiums and fee income contain provisions requiring the applicable
subsidiaries to maintain minimum A.M. Best financial strength ratings
ranging from “A” or better to “B” or better, depending on the contract.
Our clients may terminate these contracts or fail to renew them if the
subsidiaries’ ratings fall below these minimums. Under our marketing
agreement with SCI, American Memorial Life Insurance Company
("AMLIC?), one of our subsidiaries, is required to maintain an A.M.
Best financial strength rating of “B” or better throughout the term of
the agreement. If AMLIC fails to maintain this rating for a period of
180 days, SCI may terminate the agreement.

Additionally, certain contracts in the DRMS business, representing
approximately 7% of Assurant Employee Benefits’ net earned premiums
for the year ended December 31, 2010 contain provisions requiring
the applicable subsidiaries to maintain minimum A.M. Best financial
strength ratings of “A-” or better. DRMS clients may terminate the
agreements and, in some instances, recapture in-force business if the
ratings of applicable subsidiaries fall below “A-". Similarly, distribution
and service agreements representing approximately 17% of Assurant
Health’s net earned premiums for the year ended December 31, 2010
contain provisions requiring the applicable subsidiaries to maintain
minimum A.M. Best financial strength ratings of “A-” or better, for the
distribution agreements, or “B+” or better, for the service agreement. If
the ratings of applicable Assurant Health subsidiaries fall below these
threshold ratings levels, distribution and service partners could terminate
their agreements. Termination or failure to renew these agreements
could materially and adversely affect our results of operations and
financial condition.
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Unfavorable conditions in the capital and credit
markets may significantly and adversely affect our access
to capital and our ability to pay our debts or expenses.

The global capital and credit markets experienced extreme volatility
and disruption during 2008 and through early 2009. In many cases,
companies’ ability to raise money was severely restricted. Although
conditions in the capital and credit markets have improved significantly,
they could again deteriorate. Qur ability to borrow or raise money is
important if our operating cash flow is insufficient to pay our expenses,
meet capital requirements, repay debt, pay dividends on our common
stock or make investments. 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 markers
also include a variety of short- and long-term instruments.

If our access to capital markets is restricted, our cost of capital could
go up, thus decreasing our profitability and reducing 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.

The value of our investments could decline, affecting our

profitability and financial strength.

Investment returns are an important part of our profitability. 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 addition, certain factors affecting our business,
such as volatility of claims experience, could force us to liquidate
securities prior to maturity, causing us to incur capital losses. See
“Item 7A—Quantitative and Qualitative Disclosures About Market
Risk—Interest Rate Risk.”

The performance of our investment portfolio is subject
to continuing ﬂuctuations due to cbanges 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 81% of the fair value of our total investments
as of December 31, 2010.

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.
Their fair market value generally increases or decreases in an inverse
relationship with fluctuations in interest rates, while net investment
income from fixed-maturity investments increases or decreases directly
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 also increase the net
unrealized losses in our current investment portfolio.
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We employ asset/liabilicy 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 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. If our investment portfolio is not
appropriately matched with our insurance liabilities, we could also be
forced to liquidate investments prior to maturity at a significant loss
to pay claims and policyholder benefits.

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
income that we can earn, resulting in a negative spread. As a resulr,
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 interest rates at the time reserves are established 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 continues. 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. We expect this
to happen in the first quarter of 2011. Depending on the magnitude of
the decline, such changes 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, municipal bonds, and commercial mortgages. 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, 2010, fixed maturity securities represented 79% 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 7% of the fair value of our total investments as
of December 31, 2010 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 aftect



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
3% of the fair value of our total investments as of December 31, 2010).
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 returns, but present greater risk
to preservation of capital 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.

If treasury rates or credit spreads were to increase, the Company
may have additional realized and unrealized investment losses and
increases in other-than-temporary impairments. 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. Changes in facts,
circumstances, or critical assumptions could cause management to
conclude that further impairments have occurred. This could lead to
additional losses on investments. For further details on net investment
losses and other-than-temporary-impairments, please see Note 5 to the
Consolidated Financial Statements included elsewhere in this report.

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 using
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 109% of the fair value of our total investments
as of December 31, 2010) are relatively illiquid. If we require extremely
large amounts of cash on short notice, we may have difficulty selling
these investments at attractive prices and/or in a timely manner.

The risk parameters of our investment portfolio may not
assume an appropriate level of risk, thereby reducing our
profitability and diminishing our ability to compete and grow.

In pricing our products and services, we incorporate assumptions
regarding returns on our investments. Accordingly, our investment
decisions and objectives are a function of the underlying risks and
product profiles of each of our operating segments. If we do not assume
sufficient risk levels in our investment portfolio, the return on our
investments may be insufficient to meet our pricing assumptions and
profit targets over the long term. If; in response, we choose to increase
our product prices, our ability to compete and grow may be diminished.

Environmental liability exposure may result from our
commercial mortgage loan portfolio and real estate
investments.

Liability under environmental protection laws resulting from our
commercial mortgage loan portfolio and real estate investments may
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weaken our financial strength and reduce our profitability. For more
information, please see Item 1, “Business—Regulation—Environmental
Regulation.”

Our actual claims losses may exceed our reserves for
claims, and this may require us to establish additional
reserves that may materially reduce our earnings,

profitability and capital.

We maintain reserves to cover our estimated ultimate exposure for
claims and claim adjustment expenses with respect to reported claims
and incurred but not reported claims (‘“IBNR”) as of the end of each
accounting period. Reserves, whether calculated under accounting
principles generally accepted in the U.S. (“GAAP”), Statutory
Accounting Principles (“SAP”) or accounting principles required in
foreign jurisdictions, do not represent an exact calculation of exposure.
Reserving is inherently a matter of judgment; our ultimate liabilities
could exceed reserves for a variety of reasons, including changes in
macroeconomic factors (such as unemployment and interest rates),
case development and other factors. We also adjust our reserves from
time to time as these factors and our claims experience changes. Reserve
development and paid losses exceeding corresponding reserves could
have a material adverse effect on our earnings.

We face risks associated with our international operations.

Our international operations face political, legal, operational and other
risks that we may not face in our domestic operations. For example,
we may face the risk of restrictions on currency conversion or the
transfer of funds; burdens and costs of compliance with a variety of
foreign laws; political or economic instability in countries in which we
conduct business, including possible terrorist acts; foreign exchange
rate fluctuations; diminished ability to legally enforce our contractual
rights; differences in cultural environments and unexpected changes
in regulatory requirements; exposure to local economic conditions and
restrictions on the withdrawal of non-U.S. investment and earnings; and
potentially substantial tax liabilities if we repatriate the cash generated
by our international operations back to the U.S. If our business model
is not successful in a particular country, we may lose all or most of our
investment in that country. In addition, as we engage with international
clients, we have made certain up-front commission payments, which
we may not recover if the business does not materialize as we expect.
As our international business grows, we rely increasingly on fronting
carriers or intermediaries in other countries to maintain their licenses
and product approvals, satisfy local regulatory requirements and
continue in business.

For information on the significant international regulations that
apply to our Company, please see Item 1, “Business—Regulation—
International Regulation.”

Fluctuations in the exchange rate of the U.S. dollar and
other foreign currencies may materially and adversely
affect our results of operations.

While most of our costs and revenues are in U.S. dollars, some are in
other currencies. Because our financial results in certain countries are
translated from local currency into U.S. dollars upon consolidation,
the results of our operations may be affected by foreign exchange rate
fluctuations. We do not currently hedge foreign currency risk. If the
U.S. dollar weakens against the local currency, the translation of these
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foreign-currency-denominated balances will result in increased net assets,
net revenue, operating expenses, and net income or loss. Similarly, our
net assets, net revenue, operating expenses, and net income or loss will
decrease if the U.S. dollar strengthens against local currency. These
fluctuations in currency exchange rates may result in gains or losses
that materially and adversely affect our results of operations.

Unanticipated c/mnges in tax provisions or exposure
to additional income tax liabilities could materially
and adversely affect our results.

During 2010, the Company had deferred tax assets related to realized
and unrealized capital losses that were generated during 2009 and 2008.
In accordance with applicable income tax guidance, the Company
must determine whether its ability to realize the value of its deferred
tax asset in the future is “more likely than not.” Under the income
tax guidance, a deferred tax asset should be reduced by a valuation
allowance if, based on the weight of all available evidence, it is more
likely than not that some portion of the deferred tax asset will not be
realized. The Company increased its valuation allowance by $9,050
during 2010, resulting in a balance of $90,738. The realization of deferred
tax assets depends upon the existence of sufficient taxable income of the
same character during the carryback or carryforward periods.

In determining the appropriate valuation allowance, management made
certain judgments relating to recoverability of deferred tax assets, use of
tax loss and tax credit carryforwards, levels of expected future taxable
income and available tax planning strategies. The assumptions in making
these judgments are updated periodically on the basis of current business
conditions affecting the Company and overall economic conditions. These
management judgments are therefore subject to change due to factors that
include, but are not limited to, changes in our ability to realize expected
capital gains in the foreseeable future or in our ability to execute other tax
planning strategies. Management will continue to assess and determine
the need for, and the amount of, the valuation allowance in subsequent
periods. Any change in the valuation allowance could have a material
impact on our results of operations and financial condition.

Additionally, certain limitations on the deductibility of employee
compensation due to the Affordable Care Act may affect the deductibility
of certain payments made to employees and service providers by various
Assurant entities in amounts that have not been determined.

The failure to effectively maintain and modernize our
information systems could adversely affect our business.

Our business is dependent upon the ability to keep current with
technological advances. Our ability to keep our systems integrated with
those of our clients is critical to the success of our business. If we do not
effectively maintain our systems and update them to address technological
advancements, our relationships and ability to do business with our
clients may be adversely affected. We could also experience other adverse
consequences, including unfavorable underwriting and reserving decisions,
internal control problems and security breaches resulting in loss of data.

We may be unable to accurately price for benefits,
claims and other costs, which could reduce our
profitability.

Our profitability could vary depending on our ability to predict and
price for benefits, claims and other costs including, but not limited to,
medical and dental costs and the frequency and severity of property claims.

18 ASSURANT, INC. - 2010 Form 10-K

This ability could be affected by factors such as inflation, changes in the
regulatory environment, changes in industry practices, changes in legal,
social or environmental conditions, or new technologies. The inability
to accurately price for benefits, claims and other costs could materially
adversely affect our results of operations and financial condition.

Reinsurance may not be available or adequate to protect
us against losses, and we are subject to the credit risk of
reinsurers.

As part of our overall risk and capacity management strategy, we purchase
reinsurance for certain risks underwritten by our various operating segments.
Although the reinsurer is liable to us for claims properly ceded under the
reinsurance arrangements, we remain liable to the insured as the direct
insurer on all risks reinsured. Ceded reinsurance arrangements therefore
do not eliminate our obligation to pay claims. We are subject to credic
risk with respect to our ability to recover amounts due from reinsurers.
The inability to collect amounts due from reinsurers could materially
adversely affect our results of operations and our financial condition.

Reinsurance for certain types of catastrophes could become unavailable or
prohibitively expensive for some of our businesses. In such a situation, we
might also be adversely affected by state regulations that prohibit us from
excluding catastrophe exposures or from withdrawing from or increasing
premium rates in catastrophe-prone areas.

Our reinsurance facilities are generally subject to annual renewal. We
may not be able to maintain our current reinsurance facilities and, even
where highly desirable or necessary, we may not be able to obtain other
reinsurance facilities in adequate amounts and at favorable rates. Inability
to obtain reinsurance at favorable rates or at all could cause us to reduce
the level of our underwriting commitments, to take more risk, or to incur
higher costs. These developments could materially adversely affect our
results of operations and financial condirion.

We have sold businesses through reinsurance that could
again become our direct financial and administrative
responsibility if the purchasing companies were

to become insolvent.

In the past, we have sold, and in the future we may sell, businesses through
reinsurance ceded to third parties. For example, in 2001 we sold the
insurance operations of our Fortis Financial Group (“FFG”) division to
The Hartford Financial Services Group, Inc. (“The Harttord”) and in
2000 we sold our Long Term Care (“LTC”) division to John Hancock
Life Insurance Company (“John Hancock”), now a subsidiary of Manulife
Financial Corporation. Most of the assets backing reserves coinsured
under these sales are held in trusts or separate accounts. However, if the
reinsurers became insolvent, we would be exposed to the risk that the
assets in the trusts and/or the separate accounts would be insufficient to
support the liabilities that would revert to us.

The A.M. Best ratings of The Hartford and John Hancock are currently A
and A+, respectively. A.M. Best downgraded the issuer credit and financial
strength ratings of The Hartford from A+ to A in February 2009. Currently,
A.M. Best maintains a stable outlook on The Hartford's financial strength
ratings and a negative outlook on John Hancocks financial strength ratings.

We also face the risk of again becoming responsible for administering these
businesses in the event of reinsurer insolvency. We do not currently have
the administrative systems and capabilities to process these businesses.
Accordingly, we would need to obtain those capabilities in the event of an
insolvency of one or more of the reinsurers. We might be forced to obtain



such capabilities on unfavorable terms with a resulting material adverse
effect on our results of operations and financial condition.

Due to the structure of our commission program,

we are exposed to risks related to the creditworthiness
and reporting systems of some of our agents, third
pa:;y administrators and clients in Assurant Solutions
an

Assurant Specialty Property.

We are subject to the credit risk of some of the clients and/or agents with
which we contract in Assurant Solutions and Assurant Specialty Property.
We advance agents’ commissions as part of our preneed insurance product
offerings. These advances are a percentage of the total face amount of
coverage. There is a one-year payback provision against the agency if
death or lapse occurs within the first policy year. If SCI, which receives
the largest shares of such agent commissions, were unable to fulfill its
payback obligations, this could have an adverse effect on our operations
and financial condition.

In addition, some of our clients, third party administrators and agents
collect and report premiums or pay claims on our behalf. These parties’
failure to remit all premiums collected or to pay claims on our behalf on
a timely and accurate basis could have an adverse effect on our results
of operations.

We face signiﬁmnt competitive pressures in our
businesses, which could reduce our profitability.

We compete for customers and distributors with many insurance companies
and other financial services companies for business and individual customers,
employer and other group customers, agents, brokers and other distribution
relationships. Some of our competitors may offer a broader array of products
than our subsidiaries or have a greater diversity of distribution resources,
better brand recognition, more competitive pricing, lower costs, greater
financial strength, more resources, or higher ratings.

Many of our insurance products, particularly our group benefits and
group health insurance policies, are underwritten annually. There is a
risk that group purchasers may be able to obtain more favorable terms
from competitors, rather than renewing coverage with us. Competition
may, as a result, adversely affect the persistency of our policies, as well as
our ability to sell products.

Some of our competitors may have a lower target for returns on capital
allocated to their business than we do, which may enable them to undercur
our prices. In addition, in certain markets, we compete with organizations
that have a substantial market share. In particular, certain large competitors
of Assurant Health may be able to obtain favorable financial arrangements
from health care providers that are unavailable to us, putting us ar a
competitive disadvantage and potentially adversely affecting our revenues

and profits.

In addition, as financial institutions gain experience with debt protection
administration, their reliance on third party administrators, such as Assurant
Solutions may diminish, thereby reducing our revenues and profits.

New competition could also cause the supply of insurance to change,
which could affect our ability to price our products ar attractive rates
and thereby adversely affect our underwriting results. Although there
are some impediments facing potential competitors who wish to enter
the markets we serve, the entry of new competitors into our markets can
occur, affording our customers significant flexibility in moving to other
insurance providers.

PART 1
ITEM 1A Risk Factors

Failure to protect our clients’ confidential information
and privacy could result in the loss of reputation

and customers, reduce our profitability and/or subject
us to fines, litigation and penalties, and the costs

of compliance with privacy and security laws could
adversely affect our business.

Our businesses are subject to a variety of privacy regulations and
confidentiality obligations. If we do not properly comply with privacy
and security laws and regulations that require us to protect confidential
information, we could experience adverse consequences, including loss of
customers and related revenue, regulatory problems (including fines and
penalties), loss of reputation and civil litigation, which could adversely
affect our business and results of operations. As have other entities in
the health care industry, we have incurred and will continue to incur
substantial costs in complying with the requirements of applicable privacy
and security laws. For more information on the privacy and security laws
that apply to us, please see Item 1, “Business—Regulation.”

We may be unable to grow our business as we would
like if we cannot find suitable acquisition candidates
at attractive prices or integrate them effectively.

Historically, acquisitions and new ventures have played a significant role
in the growth of some of our businesses. We may not be able to identify
suitable acquisition candidates or new venture opportunities, to finance or
complete such transactions on acceptable terms, or to integrate acquired
businesses successfully.

Acquisitions entail a number of risks including, among other things,
inaccurate assessment of liabilities; difficulties in realizing projected
efficiencies, synergies and cost savings; difficulties in integrating systems
and personnel; failure to achieve anticipated revenues, earnings or cash
flow; an increase in our indebtedness; and a limitation in our ability to
access additional capital when needed. Our failure to adequately address
these acquisition risks could materially adversely affect our results of
operations and financial condition.

The inability of our subsidiaries to pay sufficient
dividends to us could prevent us from meeting our

obligations and paying future stockholder dividends.

As a holding company whose principal assets are the capital stock of
our subsidiaries, we rely primarily on dividends and other statutorily
permissible payments from our subsidiaries to meet our obligations for
payment of interest and principal on outstanding debt obligations and
to pay dividends to stockholders and corporate expenses. The ability of
our subsidiaries to pay dividends and to make such other payments in the
future will depend on their statutory surplus, future statutory earnings
and regulatory restrictions. Except to the extent that we are a creditor
with recognized claims against our subsidiaries, claims of the subsidiaries’
creditors, including policyholders, have priority over creditors’ claims
with respect to the assets and earnings of the subsidiaries. If any of our
subsidiaries should become insolvent, liquidate or otherwise reorganize,
our creditors and stockholders will have no right to proceed against
their assets or to cause the liquidation, bankruptcy or winding-up of
the subsidiary under applicable liquidation, bankruptcy or winding-up
laws. The applicable insurance laws of the jurisdiction where each of our
insurance subsidiaries is domiciled would govern any proceedings relating
to that subsidiary, and the insurance authority of that jurisdiction would
act as a liquidator or rehabilitator for the subsidiary. Both creditors and
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policyholders of the subsidiary would be entitled to payment in full from
the subsidiary’s assets before we, as a stockholder, would be entitled to
receive any distribution from the subsidiary.

The payment of dividends by any of our regulated insurance company
subsidiaries in excess of specified amounts (i.e., extraordinary dividends)
must be approved by the subsidiary’s domiciliary state department of
insurance. Ordinary dividends, for which no regulatory approval is
generally required, are limited to amounts determined by a formula,
which varies by state. The formula for the majority of the states in which
our subsidiaries are domiciled is based on the prior year' statutory net
income or 10% of the statutory surplus as of the end of the prior year.
Some states limit ordinary dividends to the greater of these two amounts,
others limit them to the lesser of these two amounts and some states exclude
prior year realized capital gains from prior year net income in determining
ordinary dividend capacity. Some states have an additional stipulation
that dividends may only be paid out of earned surplus. If insurance
regulators determine that payment of an ordinary dividend or any other
payments by our insurance subsidiaries to us (such as payments under a
tax sharing agreement or payments for employee or other services) would
be adverse to policyholders or creditors, the regulators may block such
payments that would otherwise be permitted without prior approval.
Future regulatory actions could further restrict the ability of our
insurance subsidiaries to pay dividends. For more information on
the maximum amount our subsidiaries could pay us in 2011 without

Risks Related to Our Industry

regulatory approval, sce “Item 5—Market For Registrant's Common
Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities—Dividend Policy.”

Our credit facilities also contain limitations on our ability to pay
dividends to our stockholders if we are in default or such dividend
payments would cause us to be in default of our obligations under
the credit facilities.

Any additional material restrictions on the ability of insurance subsidiaries
to pay dividends could adversely affect our ability to pay any dividends
on our common stock and/or service our debt and pay our other
corporate expenses.

The success of our business strategy depends on the
continuing service of key executives and the members
of our senior management team, and any failure

to adequately provide for the succession of senior
management and other key executives could have an
adverse effect on our results of operations.

Our business and results of operations could be adversely affected if
we fail to adequately plan for the succession of our senior management
and other key executives. Although we have succession plans for key
executives, this does not guarantee that they will stay with us.

Reform of the health insurance industry could make our
health insurance business unprofitable.

In March 2010, President Obama signed the Affordable Care Act into
law. Provisions of the Affordable Care Act and related reforms have and
will become effective at various dates over the next several years and will
make sweeping and fundamental changes to the U.S. health care system
that are expected to significantly affect the health insurance industry.
For more information on the Affordable Care Act, please see Item 1,

“Business—Regulation—Federal Regulation—Patient Protection and
Affordable Care Act.”

The Affordable Care Acr requires Assurant Health, for some products,
to increase benefits, to limit rescission to cases of intentional fraud and,
eventually, to insure pre-existing conditions in all lines of insurance, among
other things. If, for those products, Assurant Health's actual loss ratios fall
short of required minimum loss ratios (by state and legal entity), we are
required to rebate the difference to consumers. We have made, and are
continuing to make, significant changes to the operations and products of
Assurant Health to adapt to the new environment. In 2011, we expect the
operations of Assurant Health to break even, but Assurant Health could
lose money in 2011 and beyond if our plans for operating in the new
environment are unsuccessful or if there is less demand than we expect
for our products in the new environment.

Our business is subject to risks related to litigation
and regulatory actions.

From time to time, we may be subject to a variety of legal and regulatory
actions relating to our current and past business operations, including,
but not limited to:
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« disputes over coverage or claims adjudication including, but not
limited to, pre-existing conditions in individual medical contracts
and rescissions of policies;

« disputes over our treatment of claims, where states or insured may
allege that we failed to make required payments or to meet prescribed
deadlines for adjudicating claims;

+ disputes regarding sales practices, disclosures, premium refunds,
licensing, regulatory compliance, underwriting and compensation
arrangements;

» disputes with agents, brokers or network providers over compensation
and termination of contracts and related claims;

* actions by state regulatory authorities that may challenge our ability
to increase or maintain our premijum rates and/or require us to reduce
current premium rates;

« disputes alleging packaging of credit insurance products with other
products provided by financial institutions;

* disputes with tax and insurance authorities regarding our tax liabilities;

o disputes relating to customers’ claims that the customer was not
aware of the full cost or existence of the insurance or limitations on
insurance coverage; and

* industry-wide investigations regarding business practices including,
but not limited to, the use and the marketing of certain types of
insurance policies or certificates of insurance.

Unfavorable outcomes in litigation or regulatory proceedings, or
significant problems in our relationships with regulators, could materially
adversely affect our results of operations and financial condition, our
reputation, and our ability to continue to do business. They could also
expose us to further investigations or litigations.



We are subject to extensive laws and regulations, which
increase our costs and could restrict the conduct of our
business.

Our insurance subsidiaries are subject to extensive regulation and
supervision in the jurisdictions in which they do business. Such regularion
is generally designed to protect the interests of policyholders. To that
end, the laws of the various states and other jurisdictions establish
insurance departments with broad powers over, among other things:
licensing and authorizing the transaction of business; capital, surplus
and dividends; underwriting limitations; companies’ ability to enter and
exit markets; statutory accounting and other disclosure requirements;
policy forms; coverage; companies’ ability to provide, terminate or
cancel certain coverages; premium rates, including regulatory ability to
disapprove or reduce the premium rates companies may charge; trade
and claims practices; certain transactions between affiliates; content of
disclosures to consumers; type, amount and valuation of investments;
assessments or other surcharges for guaranty funds and companies’
ability to recover assessments through premium increases; and market
conduct and sales practices.

For a discussion of various laws and regulations affecting our business,
g
. >
please see Item 1, ‘Business—Regulation.

If regulatory requirements impede our ability to conduct certain
operations, our results of operations and financial condition could
be materially adversely affected. In addition, we may be unable to
maintain all required licenses and approvals and our business may not
fully comply with the wide variety of applicable laws and regulations,
or the relevant regulators’ interpretation of these laws and regulations.
In such events, the insurance regulatory authorities could preclude
or temporarily suspend us from operating, limit some or all of our
activities, or fine us. These types of actions could materially adversely
affect our results of operations and financial condition.

Changes in regulation may reduce our profitability
and limit our growth.

Legislation or other regulatory reform that increases the regulatory
requirements imposed on us or that changes the way we are able to do
business may significantly harm our business or results of operations
in the future. For example, some states have imposed new time limits
for the payment of uncontested covered claims and require health
care and dental service plans to pay interest on uncontested claims
not paid promptly within the required time period. Some states have
also granted their insurance regulatory agencies additional authority to
impose monetary penalties and other sanctions on health and dental
plans engaging in certain unfair payment practices. If we were unable
for any reason to comply with these requirements, it could result in
substantial costs to us and may materially adversely affect our results
of operations and financial condition.

In addition, new interpretations of existing laws, or new judicial decisions
affecting the insurance industry, could adversely affect our business.

Legislative or regulatory changes that could significantly harm our
subsidiaries and us include, but are not limited to:

* imposed reductions on premium levels, limitations on the ability to
raise premiums on existing policies, or new minimum loss ratios;

* increases in minimum capital, reserves and other financial viability
requirements;

* enhanced or new regulatory requirements intended to prevent future
financial crises or to otherwise ensure the stability of institutions;
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* new licensing requirements;
» restrictions on the ability to offer certain types of insurance products;

» prohibitions or limitations on provider financial incentives and
provider risk-sharing arrangements;

» more stringent standards of review for claims denials or coverage
determinations;

» guaranteed-issue requirements restricting our ability to limit or deny
coverage;

o new benefit mandates;
o increased regulation relating to lender-placed insurance;

¢ limitations on our ability to build appropriate provider networks and,
as a result, manage health care and utilization due to “any willing
provider” legislation, which requires us to take any provider willing
to accept our reimbursement;

¢ limitations on the ability to manage health care and utilization due
to direct access laws that allow insureds to seek services directly
from specialty medical providers without referral by a primary care
provider; and

* restriction of solicitation of insurance consumers by funeral board
laws for prefunded funeral insurance coverage.

There are currently several proposals to amend state insurance holding
company laws to increase the scope of insurance holding company
regulation. These include model laws proposed by the International
Association of Insurance Supervisors and the NAIC that provide
for uniform standards of insurer corporate governance, group-wide
supervision of insurance holding companies, adjustments to risk-based
capital ratios, and additional regulatory disclosure requirements for
insurance holding companies. In addition, the NAIC has proposed a
“Solvency Modernization Initiative” that focuses on capital requirements,
corporate governance and risk management, statutory accounting and
financial reporting, and reinsurance. We cannot predict the effect of
these initiatives on the Company at this time.

The insurance and related businesses in which we
operate may be subject to periodic negative publicity,
which may negatively affect our financial results.

We communicate with and distribute our products and services ultimately
to individual consumers. There may be a perception that some of these
purchasers may be unsophisticated and in need of consumer protection.
Accordingly, from time to time, consumer advocacy groups or the media
may focus attention on our products and services, thereby subjecting
us to negative publicity.

We may also be negatively affected if another company in one of our
industries or in a related industry engages in practices resulting in
increased public artention to our businesses. Negative publicity may
also result from judicial inquiries, unfavorable outcomes in lawsuits,
or regulatory or governmental action with respect to our products,
services and industry commercial practices. Negative publicity may
cause increased regulation and legislative scrutiny of industry practices
as well as increased litigation or enforcement action by civil and criminal
authorities. Additionally, negative publicity may increase our costs of
doing business and adversely affect our profitability by impeding our
ability to market our products and services, constraining our ability
to price our products appropriately for the risks we are assuming,
requiring us to change the products and services we offer, or increasing
the regulatory burdens under which we operate.
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The insurance industry can be cyclical, which may affect
our results.

Certain lines of insurance that we write can be cyclical. Although no
two cycles are the same, insurance industry cycles have typically lasted
for periods ranging from two to ten years. In addition, the upheaval
in the global economy during 2008 and 2009 has been much more

Risks Related to Our Common Stock

widespread and has affected all the businesses in which we operate.
We expect to see continued cyclicality in some or all of our businesses
in the future, which may have a material adverse effect on our results
of operations and financial condition.

Given the recent economic climate, our stock may be
subject to stock price and trading volume volatiliry.

The price of our common stock could fluctuate or decline
significantly and you could lose all or part of your

investment.

In recent years, the stock markets have experienced significant price
and trading volume volatility. Company-specific issues and market
developments generally in the insurance industry and in the regulatory
environment may have caused this volatility. Our stock price could
materially fluctuate or decrease in response to a number of events and
factors, including but not limited to: quarterly variations in operating
results; operating and stock price performance of comparable companies;
changes in our financial strength ratings; limitations on premium
levels or the ability to maintain or raise premiums on existing policies;
regulatory developments and negative publicity relating to us or our
competitors. In addition, broad market and industry fluctuations may
materially and adversely affect the trading price of our common stock,
regardless of our actual operating performance.

Applicable laws, our certificate of incorporation and
by-laws, and contract provisions may discourage
takeovers and business combinations that some
stockholders might consider to be in their best interests.

State laws and our certificate of incorporation and by-laws may delay,
defer, prevent or render more difficult a takeover attempt that our
stockholders might consider in their best interests. For example,
Section 203 of the General Corporation Law of the State of Delaware
may limit the ability of an “interested stockholder” to engage in
business combinations with us. An interested stockholder is defined
to include persons owning 15% or more of our outstanding voting
stock. These provisions may also make it difficult for stockholders to
replace or remove our directors, facilitating director enhancement
that may delay, defer or prevent a change in control. Such provisions
may prevent our stockholders from receiving the benefit from any
premium to the market price of our common stock offered by a bidder
in a takeover context. Even in the absence of a takeover attempt, the
existence of these provisions may adversely affect the prevailing market
price of our common stock if they are viewed as discouraging future
takeover attempts.
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Our certificate of incorporation or by-laws also contain provisions that
permit our Board of Directors to issue one or more series of preferred
stock, prohibit stockholders from filling vacancies on our Board of
Directors, prohibit stockholders from calling special meetings of
stockholders and from taking action by written consent, and impose
advance notice requirements for stockholder proposals and nominations
of directors to be considered at stockholder meetings.

Additionally, applicable state insurance laws may require prior approval
of an application to acquire control of a domestic insurer. State statutes
generally provide that control over a domestic insurer is presumed to
exist when any person directly or indirectly owns, controls, has voting
power over, or holds proxies representing, 10% or more of the domestic
insurer’s voting securities. However, the State of Florida, in which some
of our insurance subsidiaries are domiciled, sets this threshold at 5%.
Because a person acquiting 5% or more of our common stock would
indirectly control the same percentage of the stock of our Florida
subsidiaries, the insurance change of control laws of Florida would apply
to such transaction and at 10% the laws of many other states would
likely apply to such a transaction. Prior to granting such approval, a
state insurance commissioner will typically consider such factors as the
financial strength of the applicant, the integrity of the applicant’s board
of directors and executive officers, the applicant’s plans for the future
operations of the domestic insurer and any anti-comperitive results
that may arise from the consummation of the acquisition of control.

We may also, under some circumstances involving a change of control,
be obligated to repay our outstanding indebtedness under our revolving
credir facility and other agreements. We or any possible acquirer
may not have available financial resources necessary to repay such
indebtedness in those circumstances, which may constitute an event
of default resulting in acceleration of indebtedness and potential
cross-default under other agreements. The threat of this could have
the effect of delaying or preventing transactions involving a change
of control, including transactions in which our stockholders would
receive a substantial premium for their shares over then-current market
prices, or which they otherwise may deem to be in their best interests.



PART 1
ITEM 3 Legal Proceedings

ITEM 1B Unresolved Staff Comments

None.

ITEM 2 Properties

We own eight properties, including five buildings whose locations serve
as headquarters for our operating segments, two buildings that serve as
operation centers for Assurant Solutions and Assurant Specialty Property
and one building that serves as a claims training center for Assurant
Specialty Property. Assurant Solutions and Assurant Specialty Property
share headquarters buildings located in Miami, Florida and Atlanta,
Georgia. Assurant Specialty Property has operations centers located in
Florence, South Carolina and Springfield, Ohio. Assurant Solutions’
preneed business also has a headquarters building in Rapid City,

ITEM 3 Legal Proceedings

The Company is involved in litigation in the ordinary course of
business, both as a defendant and as a plaintiff. See Note 26 to the
Consolidated Financial Statements for a description of certain matters.
The Company may from time to time be subject to a variety of legal and
regulatory actions relating to our current and past business operations.

South Dakota. Assurant Employee Benefits has a headquarters building
in Kansas City, Missouri. Assurant Health has a headquarters building
in Milwaukee, Wisconsin. We lease office space for various offices
and service centers located throughout the U.S. and internationally,
including our New York, New York corporate office and our data
center in Woodbury, Minnesota. Our leases have terms ranging from
month-to-month to twenty-five years. We believe that our owned and
leased properties are adequate for our current business operations.

While the Company cannot predict the outcome of any pending or
future litigation, examination or investigation, we do not believe that
the outcome of pending matters will have a material adverse effect
individually or in the aggregate, on the Company’s financial position,
results of operations, or cash flows.
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ITEM 5 Market for Registrant's Common Equity, Related
Stockholder Matters and Issuer Purchases
of Equity Securities

Stock Performance Graph

The following chart compares the total stockholder returns (stock price 400 Multi-Line Insurance Index and S&P 500 Mula-Line Insurance
increase plus dividends) on our common stock from December 31, 2005 Index, as the published industry indexes. The graph assumes that the
through December 31, 2010 with the rotal stockholder recurns for the value of the investment in the common stock and each index was
S&P 400 Midcap Index, as the broad equity marker index, and the S&I* $100 on December 31, 2005 and that all dividends were reinvested.
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Indexed returns

Base Period Years Ending
Camgaux/]ndex _ 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09 12/31/10

Assurant, Inc. 100 6y 136 9498
S&P 400 MidCap Ing 100 119.12 5 132.16
B&P 500 Mule , 10 9371 kA 17.85
S&P 400 Multi-line Insurance Index” 100 121,75 109.98 90.12 105.59
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Annual return percentage
Years Endin
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12/31/06 12/31107 12/31/08 _A231/09
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1032 , (36.23) 57.38
S&J’ 40() Muln hna Insurance Index 21.75 (9.67) (29.07) 1552 127

SEP 400 Multi-line Insurance Indes is comprised of mid-cap companies, while the SSP 500 Multi-line Insurance Indes is comprised of large-cap companics,

Common Stock Price

Our common stock is listed on the NYSE under the symbol “AIZ.” The following table sets forth the high and low intraday sales prices per share
of our common stock as reported by the NYSE for the periods indicated.

Year Ended December 31, 2010 Dividends
T \’: ) v

o6
016
016,

Third Quarte
Fourth Quarter

Yea:' Iinded Deumber 31, 2009 Dmdends

20.88  § ().ES
o
Fourth Qumtcr 2894  § 0.15

Holders

On February 15, 2011, there were approximately 333 registered holders of record of our common stock. The closing price of our common stock
on the NYSE on February 15, 2011 was $40.33.

Shares Repurchased

Total Number

of Shares Purchased Approximate Dollar
as Part of Publicly Value of Shares that
Total Number of Average Price Paid Announced  may yet be Purchased

Period in 2010 Shares Purchased Per Share Programs under dxe Programs
; ; - e ——— e - — 73--«««“-”%8 7
15304915 1304, am o 730,958
. o . .
3426469
18816 sor | TR3ELG
hesiann 3544 L9800
200000 8 2300000
fca,msé e 546 60662 16
LIBS, OQ{) o 19 . ,

Z ) S/mm purchased pursuant 1o the Naz)(m/)(r 10, 2006 pul;/zc/y announced J/mm’ repure /arm anthorization of up 10 $600,000 of nusstanding common stock, which was increased f/} an
authorization on January 22, 2010 for the repurchase of up to an additional $600,000 of outiranding common stock.

(2). The Company repurchased 843,000 shares of its outstanding common shaves from January 1, 2011 to January 14, 2011 at a cost of $32,453. On Jansary 18, 2011, the Companys Board
- of Directors aushorized the Commpany to vepurchase up 1o an additional $600,000 of it outstanding common stack maki cing the total aushorization available ar that date $805,587.
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ITEM 6 Selected Financial Data

Dividend Policy

On January 14, 2011, our Board of Directors declared a quarterly
dividend of $0.16 per common share payable on March 14, 2011 o
stockholders of record as of February 28, 2011, We paid dividends of
$0.16 on December 13, 2010, September 14, 2010 and June 8, 2010
and $0.15 per common share on March 8,2010. We paid dividends of
$0.15 on December 14, 2009, September 15, 2009 and June 9, 2009
and $0.14 per common share on }vuzrd 9, 2009. Any determination
to pay future dividends will be at the discretion of our Board of
Directors and will be dependent upon: our subsidiaries” ability to
make dividend and/or other statucorily permissible payments to us;
our results of operations and cash flows; our financial position and
capital requirements; general business conditions; legal, tax, regulatory
and contractual restrictions on the payment of dividends; and other
factors our Board of Directors deems relevant.

We are a holding company and, therefore, our ability to pay dividends,
service our debt and meet our ather obligations depends primarily on
the ability of our regul:xmd U.S. domiciled insurance subsidiaries to
pay dividends and make other statutorily permissible payments to us.
Our insurance subsidiaries are subject to significant regulatory and
contractual restrictions limiting their abiliey to declare and pay dividends,
See “Item 1A—Risk Facrors—Risks Rdm,mg to Our Company—The
inability of our subsidiaries to pay sufficient dividends to us could
prevent us from meeting our obligations and paying future stockholder

ITEMG

FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA

dividends.” For the calendar year 2011, the maximum amount of
dividends that our regulated U.S. domiciled insurance subsidiaries
could pay to us under applicable laws and regulations without prior
regulatory approval is approximately $614,362. Dividends or returns
of capital paid by our subsidiaries totaled $886,200 in 2010

We may seek approval of regulators to pay dividends in excess of any
amounts that would be )unmwd without such approval. However,
there can be no assurance d,at we would obtain such approval if sought.

Payments of dividends on shares of common stock are subject to the
preferential rights of preferred stock that our Board of Directors may
create from time to time. For more information regarding restrictions
on the payment of dividends by us and our insurance subsidiaries,
including pursuant to the terms of our revolving credit facilities, see
“Item 7-—Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Capital Resources.”

In addition, our $350,000 revolving credit facility restricts payments
of dividends if an event of defaule under the facility has occurred or
a proposed dividend payment would cause an event of default under
the muhry.

Management believes the Company will have sutficient liquidity to
satisfy its needs over the next twelve months, including the ability to
pay interest on our Senior Notes and dividends on our common shares.

Selected Financial Data

As of and for the vears ended December 31,

2010

2008 2007 2006
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o
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

As of and for the years ended December 31,
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I[TEM 7 Management’s Discussion and Analysis

of Financial Condition and Results of Operations

‘The following discussion and analysis of our financial condition and those anticipated in these forward-looking statements as a result of
results of operations should be read in conjunction with our consolidated various factors, including those discussed below and elsewhere in this
financial statements and accompanying notes which appear elsewhere report, particularly under the headings “ltem 1A—Risk Factors” and
in this report. It contains forward-looking statements that involve “Forward-Looking Statements,”

risks and uncertainties, Qur actual results may differ macerially from
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

General

We report our results through five segments: Assurant Solutions, Assurant
Specialty Property, Assurant Health, Assurant Employee Benefits, and
Corporate and Other. The Corporate and Other segment includes
activities of the holding company, financing expenses, net realized
gains (losses) on investments, interest income earned from short-term
investments held, interest income from excess surplus of insurance
subsidiaries not allocated to other segments, run-off Asbestos business,
and additional costs associated with excess of loss reinsurance and ceded
to certain subsidiaries in the London market between 1995 and 1997.

Executive Summary

The Corporate and Other segment also includes the amortization of
deferred gains associated with the portions of the sales of FFG and LTC,
which were sold through reinsurance agreements as described below.

The following discussion covers the twelve months ended
December 31, 2010 (“Twelve Months 2010”), twelve months ended
December 31, 2009 (“Twelve Months 2009”) and twelve months
ended December 31, 2008 (“Twelve Months 2008”). Please see the
discussion that follows, for each of these segments, for a more detailed
analysis of the fluctuations.

Net income decreased $151,397, or 35%, to $279,177 for Twelve Months
2010 from $430,574 for Twelve Months 2009. Twelve Months 2010
includes $107,075 (after-tax) of improved operating segment results and
$66,300 (after-tax) of increased realized gains on investments, compared
with Twelve Months 2009. However, results decreased primarily due to
a non-cash goodwill impairment charge of $306,381 in Twelve Months
2010 compared with an $83,000 non-cash goodwill impairment charge
in Twelve Months 2009. In addition, Twelve Months 2009 includes
an $83,542 (after-tax) favorable legal settlement.

Assurant Solutions net income decreased to $103,206 for Twelve Months
2010 compared with $120,052 for Twelve Months 2009. Excluding
a $30,948 (after-tax) intangible asset impairment charge, net income
increased $14,102. This charge was related to a client notification in
Fourth Quarter 2010 of a non renewal of a block of domestic service
contract business effective June 1, 2011. During 2010, Assurant Solutions
continued to focus on developing new client relationships and distribution
channels while managing expenses. These efforts generated increased
gross written premiums of $232,578 compared with prior year. In our
domestic business, we are diversifying our client base by growing the
Original Equipment Manufacturer channel. The Twelve Months 2010
international combined ratio improved 480 basis points compared with
Twelve Months 2009, led by improvements in the United Kingdom
(“U.K.”). In addition, we added new international wireless clients in
markets we believe continues to offer growth opportunities. We also
added new Latin American service contracts and credit insurance clients,
a trend we expect will continue in 2011. Growth in Europe is proving
to be more challenging, but we believe our product offerings position
us well for when the European economy recovers. Our prenced life
insurance business continued to deliver strong results as new sales and
operating profits improved 43% and 15%, respectively, over prior year.
We expect this business to continue its solid performance in 2011.

Assurant Specialty Property produced another strong year as segment
results increased to $424,287 for Twelve Months 2010, from $405,997
for Twelve Months 2009. Assurant Specialty Property implemented
many process improvements in 2010 that controlled expenses while
adding new clients and tracking more loans. During 2010 and 2009,
the lack of major catastrophic storm activity has helped drive strong
results. However, during the fourth quarter of 2010, we experienced
$9,811 (after-tax) of catastrophe-related losses due to wind and hail
storms in Arizona. Loan counts, a key performance indicator, increased
in 2010 compared with 2009 primarily due to the addition of new
clients. Placement rate for prime loans during the fourth quarter of
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2010 were at their highest levels ever and we expect them to remain
elevated through 2011. However, subprime placement rates declined to
their lowest levels since September 2008. In the aggregate, placement
rates continue to rise, though we believe that total placement rates
and loan inventories will decline to historical levels over the next
several years, The classification between prime and subprime is blurring
due to loan portfolio movement within the industry and inconsistent
classifications by lenders. We believe the clients we added in 2010
combined with our alignment with leading mortgage servicers should
help offset these declines.

Assurant Health increased its net income to $54,029 for Twelve
Months 2010 from a net loss of $(30,220) for Twelve Months 2009
while preparing to operate in an environment with new regulations
and changing dynamics in 201 1. This improved financial performance
was driven by pricing actions, plan design changes, and substantial
cost reductions. Our sales, like most of our competitors, have slowed
as consumers and agents adjust to the post-reform environment. The
Affordable Care Act has altered and created disruption in the health
insurance marketplace that will likely continue for some time. We have
implemented transformational actions in the business during 2010,
most notably a reduced commission structure for our distributors,
which will better position us to compete in the future. We anticipate
adapting our strategy as we more fully understand how consumers,
providers, and distributors adjust to the new health care environment.
2011 will be a transition year at Assurant Health, as we continue to
streamline and simplify our operations, while enhancing service for
our customers. Please see “Results of Operations-Assurant Health”
that follows for further information.

Assurant Employee Benefits net income increased to $63,538 for
Twelve Months 2010 compared with $42,156 for Twelve Months
2009 driven by favorable claims experience and expense management.
Assurant Employee Benefits continues to emphasize worksite and
voluntary products, which provide affordable solutions that meet
the needs of employers and employees. However, until employment
rates increase and payrolls expand, revenue growth will be challenged.
We expect our dental business results to continue to improve due to
pricing actions taken, but we expect life and disability loss experience
to revert to more traditional levels. We plan to lower our discount rate
for new long-term disability claims in 2011, as interest rates remain
at low levels. This low interest rate environment will also continue to
pressure our investment income.
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Critical Factors Affecting Results

Our results depend on the appropriateness of our product pricing
and underwriting, the accuracy of the reserves we establish for future
policyholder benefits and claims, returns on invested assets and our ability
to manage our expenses. Therefore, factors affecting these items may
have a material adverse effect on our results of operations or financial
condition. For a listing of those factors see “Item 1A—Risk Factors.”

Revenues

We generate revenues primarily from the sale of our insurance policies
and service contracts and from investment income earned on our
investments. Sales of insurance policies are recognized in revenue as
earned premiums while sales of administrative services are recognized
as fee income.

Effective January 1, 2009, new preneed life insurance policies in
which death benefit increases are determined at the discretion of
the Company are accounted for as universal life contracts under the
universal life insurance accounting guidance. 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 limited
pay insurance guidance. The change from reporting certain preneed
life insurance policies in accordance with the universal life insurance
guidance versus the limited pay insurance guidance is not material to
the consolidated statement of operations or balance sheets.

Under the universal life insurance guidance, income earned on new
preneed life insurance policies is presented within policy fee income
net of policyholder benefits. Under the limited pay insurance guidance,
the consideration received on preneed policies is presented separately
as net earned premiums, with policyholder benefits expense being
shown separately.

Our premium and fee income is supplemented by income earned from
our investment portfolio. We recognize revenue from interest payments,
dividends and sales of investments. Currently, our investment portfolio is
primarily invested in fixed maturity securities. Both investment income
and realized capital gains on these investments can be significantly
affected by changes in interest rates.

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

Critical Accounting Estimates

and international economic and political conditions and other factors
beyond our control. Fluctuations in interest rates affect our returns on,
and the market value of, fixed maturity and short-term investments.

Beginning January 1, 2011, Assurant Health will be required to start
accruing for rebates to customers if the minimum loss ratio for some
of its products is less than 80%. The rebate accrual will be reflected as
a reduction to net earned premiums in the Statement of Operations.

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. 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. We also have investments that carry pre-payment
risk, such as mortgage-backed and asset-backed securities. Interest rate
fluctuations may cause actual net investment income and/or cash flows
from such investments to differ from estimates made at the time of
investment. In periods of declining interest rates, mortgage prepayments
generally increase and mortgage-backed securities, commercial mortgage
obligations and bonds are more likely to be prepaid or redeemed as
borrowers seek to borrow at lower interest rates. Therefore, in these
circumstances we may be required to reinvest those funds in lower-
interest investments.

Expenses

Our expenses are primarily policyholder benefits, selling, underwriting
and general expenses and interest expense.

Policyholder benefits are affected by our claims management programs,
reinsurance coverage, contractual terms and conditions, rcgulatory
requirements, economic conditions, and numerous other factors.
Benefits paid could substantially exceed our expectations, causing
a marerial adverse effect on our business, results of operations and
financial condition.

Selling, underwriting and general expenses consist primarily of
commissions, premium taxes, licenses, fees, amortization of deferred
costs, general operating expenses and income taxes.

We incur interest related expenses related to our debt and mandatorily
redeemable preferred stock.

Certain items in our consolidated financial statements are based on
estimates and judgment. Differences between actual results and these
estimates could in some cases have material impacts on our consolidated
financial statements.

The following critical accounting policies require significant estimates.
The actual amounts realized in these areas could ultimately be materially
different from the amounts currently provided for in our consolidated
financial statements.

Reserves

Reserves are established in accordance with GAAP using generally
accepted actuarial methods and reflect judgments about expected
future claim payments. Calculations incorporate assumptions about
inflation rates, the incidence of incurred claims, the extent to which all
claims have been reported, future claims processing, lags and expenses
and future investment earnings, and numerous other factors, While
the methods of making such estimates and establishing the related
liabilities are periodically reviewed and updated, the calculation of
reserves is not an exact process.
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Reserves do nor represent precise caleulations of expected future
claims, but instead represent our best estimates at a point in time of
the ultimare costs of setdement and administration of a claim or group
of claims, based upon actuarial assumptions and projections using facts
and circumstances known at the time of caleulation.

Many of the factors affecting reserve adequacy are not directly qmm ifiable
and not all future events can be anticipated when reserves are established.

Rescrve estimates are refined as experience develops. Adjustments to

The following table provides reserve information of our major product lines for the years ended

December 31, 2010

reserves, both positive and negative, are reflected in the statement of
operations in the period in which such estimates are updated.
Recause establishment of reserves is an inherently uncertain process,
there can be no certainty that ultimate losses wi ill not exceed existing
claims reserves. Future l(m development could require reserves to bu

increased, which could have a material adverse effect on our earnings
in the periods in which such increases are made.

December 31, 2010 and 2009:

December 31, 2009

Claims and Benefits Payable

Claims and Benefits Payable

Future Policy
Benefits Unearned
and Expenses Case Reserves

Incurred But  Future Policy

Incurred But

Premiuins

Preneed funeral life
insurance policies and
investment-type annuity
CONEraces

 Life insurance no qu .
offe

L:niv'ersal lif‘h and other
products no longer

offered CDAGLTT p
disposed businesses A4S0 39 119 33555
Medical 87,588 9340 7515
Al other 5,621 ’ 18465
Short Duration
Contracts:

20951

Group e fife ' o L

(xmup dm}bnhiv ’

Medied o 104288
Dental .. 3079
P}Gpﬁfw nd ) "iis'ré;r‘ﬁ}{”]' . . 168;952'
Credit Life and : - o
Disability e 61,808

Extended Sévice

Contrcts .
All other : '

8"

i

% 8105153

1,251,999

2855

146709 % 7.

Not Reported  Benefits and Unearned Not Reported
Reserves Expenses Premiums _ Case Reserve Reserves

$ 3,620,601 $

f,»f;:?é/ ;

265

8,727 263,360 168 233 8,744
567,557 L8190 ALSEL SRAMY A1 605
11,044 93,447 11,665 18,137 13,737
5015 s 1Ry )
2686 C o119l
182,07 — 274,378 /
186100 um% 169060
18063 — 5,709
o 89%9"7 olabuy
69,644 366,313 81,726
40373 4826 2350
178 187,267 10,013

$ 5,153,564 § 2008815 § 1,35

For a description of our reserving methodology, see Note 13 to the Consolidated Financial Statements included elsewhere in this report.

Long Duration Contracts

Reserves for furure policy benefits represent the present value of furure

benefits to policyholders and related expenses less the present value of

hl fure net plﬁ.nlllllni I{(’\LI\’C RSSUH)P[‘O“\ Iﬁﬂ(,(,t bt‘s( {‘;Ilmdt(?‘» f()l
expected investment yield, inflation, mortalicy, morbidity, expenses and
\r’\«'ifhdfu’v al rates. These assumptions are based on our experience to the
extent it is credible, modified where appropriate o reflect current trends,
industry experience and provisions for possible unfavorable deviation.
We also record an unearned revenue reserve which represents premiums
received which have not yet heen recognized in our income statements.

Historically, premium deficiency testing has not resulted in a material
adjustment to deferred acquisition costs or reserves. Such adjustments
could occur however, if economic or mortality conditions significantly
deteriorared.
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Risks related to the reserves recorded for cerrain discontinued individual
life, annuity, and long-term care insurance policies have been 100%
ceded via reinsurance. While the Company has not been released from
the contractual obligation to the policyholders, changes in and deviations
from cconomic and mortality assumptions used in the caleulation of
these reserves will not directly affece.our results of operations unless

there is a defaule by the assuming refnsurer.

Short Duration Contracts

Claims and benefits payable reserves for short duration contracts
include (1) case reserves for known claims which are unpaid as of the
balance sheet date; (2) IBNR reserves for claims where the insured
event has occurred but has not been reported to us as of the balance
sheer date; and (3) loss adjustment expense reserves for the expected
handling costs of setcling the claims. Periodically, we review emerging
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experience and make adjustments te our reserves and assumptions
where necessary. Below are further d
for our major short duration products.

ssions on th(‘? I’GS(’I!“AI’X% process

Group Disability and Group Term Life

Case or claim reserves are ser for active individual claims on group
long term disability policies and for waiver of premiunt benefits on
group term life policies. Reserve factors used to calculate these reser
reflect assumptions regarding disabled life mortalivy and claim recovery
rates, claim management practices, awards for social security and other

benehit offsets and yield rates earned on assets supporting the reserves.
Group long term disability and group term life waiver of premium
reserves are discounted because the payment pattern and ultimate cost
are fixed
discount rate for claims incurred prior to 2011 is 5.25%. Though our
final determination has not yet been made, our current estimare s thar

claims incurred after 2011 will be 50 to 100 basis points lower, which
will ultimately increase policyholder benefits.

and determinable on an individual daim basis. Our reserves

Factors considered when setting IBNR reserves include p‘zttc'rm in
clapsed time from claim incidence to claim reporting, and elapsed
time from claim reporting to claim payment.

Key sensitivities at December 31, 2010 for group long term disability claim reserves include the discount rate and claim termination races.

Claims and
Benefits Payable

Claims and
Benefits Payable

Group term life, discount rag

Group term life, as qumm

C Eauns and Buwﬁ(s Payable
B 255162

246,000

Medical

IBNR reserves caleulated using generally accepted actuarial mechods

represent the I;u'gm{ component of reserves for Medical claims and
benefits payable. T
are the loss development method and the projecred claim method
for recent claim periods. Under the loss development mthocf we
estimate ultimate losses for each incident periad by multiplyi ing the
current cumulative losses by the appropriate loss dew:k;pmgm factor,
The projected claim method is used when development methods

do not provide enou

Ihe primary methods we use in their estimation

gh data to reliably estimate reserves and urilize

Key sensitivities as of December 31, 2010 for medical reserves include
seasonal effects, medical provider discounts and product mix.

claims processit

expected ultimate loss ratios to calculate the required reserve. Where
appropriate, we use variations on each method or a blend of the rwo.

Reserves for our various product lines are calculated using experience
data where credible. If sufficient experience data is not available,
data from other similar blocks may be used. Indusery dara provides
additional benchmarks when historical experience is oo limired,

Reserve factors may also be adjusted to reflect factors not refleceed in
historical experience, such as changes in claims inventory levels, changes
in providcr ncgotia‘fcd rates or cost savings initiatives, increasing or
decreasing medical cost tends, product changes and demographic
changes in the underlying insured populadon.

fevels, claims under case management, medical inflation,

C) Emms and Beneﬁts I’ayah!a

/rcai loss develo opment factors L% lower

Medical, as re cporte -

sz(itca}

“.

“ This r(‘/th 1o /I}S? dev
four months of the incureed date.

= < < i e D
opment fm/(m Jor the most recent four months. Qur bistorical claims experience mat'wszfcf thar approximately <‘;3 % (7/ !l{((/; n/ claims are paid within

None of the changes in incurred claims from prior vears in our Medical line of business were aceributable to any change in our reserve methods.
& ) ) 8

Property and Warranty

Our Property and Warranty lines of business includes lender-placed
homeowners, manufactured housing homeowners, credit property, credit
unemployment and warranty insurance and some longer-tail coverages
(e.g. asbestos, environmental, other general liability and personal accident).
Reserves for these lines are calcummi on a product line basis using generally

accepted acruarial principles and methods, They consist of case and IBNR

The method we most often use in setting our Property and
Warranty reserves is the loss development method. Under this method,
we estimate ultimate losses for each accident period by multiplying the
current cumulative losses by the appropriate loss development factor. We
then calculate the reserve as the difference between the estimate of ultimate

reSCrves,

losses and the current case-incurred losses (paid losses plus case reserves),
We select loss development factors based on a review of historical averages,
adjusted to reflect recent trends and business-s
claims payment practices.

pecific matters such as current

The loss development method involves aggregating loss data (paid losses
and case-incurred losses) by accident quatter (or accident year) and accident
age for each product or product grouping, As the data ages, we compile
loss development factors that measure emerging claim development
patterns between reporting periods. By selecting the most appropriate loss
development factors, we project the known losses to an ultimate incurred
basis for each accident period.
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The data is typically analyzed using quarterly paid losses and/or quarterly
case-incurred losses. Some product groupings may also use annual paid
loss and/or annual case-incurred losses, as well as other actuarfally
accepted methods.

Each of these data groupings produces an indication of the loss reserves

for the product or product grouping. The process to select the best

estimate differs by line of business. The single best estimate is determined

based on many factors, including but not limited to:

e the nature and extent of the underlying assumptions;

o the quality and applicability of historical data-—whether internal or
industry data;

o current and future market conditions—the economic environment
will often impact the development of loss triangles;

o the extent of data segmentation-—data should be homogencous yer
credible enough for loss development methods to apply; and

s the past variability of loss estimates—the loss estimares on some
product lines will vary from actual loss experience more than others.

Change in bmh loss frmmﬁmcv and suuxty for all ngettv and Warmmy

Most of our credit insurance business {s written on a retrospective
comimission basis, which permits management to adjust commissions
based on claims experience. Thus, any adjustment to prior years’
incurred claims in this line of business is partially offset by a change in
contingent commissions, which is included in the selling, underwriting
and general expenses line in our resuls of operations.

While management has used its best judgment in establishing its estimare
of required reserves, different assumptions and variables could lead to
significantly different reserve estimates. Two key measures of loss activity
are loss frequency, which is a measure of the number of claims per unit
of insured exposure, and loss severity, which is a measure of the average
size of claims. Factors affecting loss frequency include the effectiveness
of loss controls and safety programs and changes in economic activity
or weather patterns. Factors affecting loss severity include changes in
policy limits, retentions, rate of inflation and judicial interpretations.

If the actual level of loss frequency and severity are higher or lower
than expected, the ultimate reserves required will be different than
management’s estimate. 'The effect of higher and lower levels of loss
frequency and severity levels on our ultimare costs for claims occurring
in 2010 would be as follows:

Ultimate cost of claims
occurrmg in 2010

Change in cost of claims
ace utrmk in E(H 0

3% higher

2% higher

19 higher

Base scenario

2% lowe:
39 lower

% S50004 %
$ 539,376 % 20,945
5 1852 % 10421
% 518,431 $
. 508010 5
497,486 $
486,858 §

Reserving for Asbestos and Other Claims

Our property and warranty line of business includes exposure to asbestos,
environmental and other g gcmml liabilicy claims arising from our participation
in various reinsurance pools from 1971 through 1985. This exposure arose
from a short duration contract that we discontinued writing many vears
ago. We carry case reserves, as recommended by the various pool managers,
and IBNR feserves total ing $35,668 (before reinsurance) and ‘57") 461 (net

of reinsurance) at December 31, 2010, We believe the balance of case and

IBNR reserves for these liabilities are adequate. However, any estimation of

these liabilities is subject to greater than normal vartation and uncertainty
due to the general lack of sufficiently detailed data, reporting delays and
absence of a generally accepted actuarial methodology for those exposures.
There are significant unresolved industry legal issues, including such items
as whether coverage exists and what constitutes a claim, In addition, the
determination of ultimate damages and the final allocation of losses to
financially responsible parties are highly uncertain. However, based on
information currently available, and after consideration of the reserves
reflected in the consolidated financial statements, we do not believe that
changes in reserve estimates for these claims are likely to be marerial.

One of our subsidiaries, American Reliable Insurance Company (‘ARICT),
participated in certain excess of loss reinsurance programs in the London
market and, as a result, reinsured certain personal accident, ransom and
kidnap insurance risks from 1995 to 1997. ARIC and a foreign affiliate
ceded a portion of these risks to retrocessionaires. ARIC ceased reinsuring
such business in 1997. However, certain risks continued beyond 1997

due to the nature of the reinsurance contracts written, ARIC and some of

the other reinsurers involved in the programs have sought t void certain
treaties on various grounds, including material misrepresentation and
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non-disclosure by the ceding companies and intermediaries involved in
the programs. Some of the retrocessionaires have sought to avoid certain
treaties with ARIC and the other reinsurers and some reinsureds have
sought collection of disputed balances under some of the treaties. Disputes
under these contracts generally involve multiple layers of reinsurance, and
allegations that the reinsurance programs involved interrelated claims
“spirals” devised to disproportionately pass claims losses ro higher-level
reinsurance layers,

Many of the companies involved in these programs, including ARIC,
are umuniv involved in negotiations, arbitradons and/or fitigation, in
an effort to resolve these disputes. The disputes involving ARIC and an
affiliate, Assurant General lnsurance Limited (formerly Bmke{s Insurance
Company Limited CAGIL)), for the 1995 and 1996 program years
are subject to working group settlements negotiated with other market
participants. Negotiations, arbitrations and Ixr gation are still ongoing or
will be scheduled for the remaining disputes.

In 2007, there were two setclements relating to parts of the 1997 program

During 2008, there was a sertlement relating ro the 1997 program. Loss
accruals previously established relating to the 1996 and 1997 program were
adequate. In 2010, the loss reserve balance decreased by $18,600 resulting
from a $9,200 setdement relating o the 1997 program and settlements
made to the 1995 and 1996 programs. As of December 31, 2010, we have
$6,521 in loss reserves accrued, We believe, based on information currently
available, that the amounts accrued are adequate. However, the inherent
ancertainty of arbitrations and lawsuits, including the uncertainty of
estimating whether any settlements we may enter into in the future would
be on favorable terms, makes it difficult to predict outcomes with certainty.




PART I1

ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

In June 2009, ARIC and AGIL, wholly-owned subsidiaries of the Company,
entered into a settlement agreement with Willis Limited, a subsidiary of
Willis Group Holdings Limited (“Willis Limited”). The settlement agreement
related to an action commenced in 2007 in the English Commercial Court
pertaining to the placement of personal accident reinsurance. Under the
settlement agreement, Willis Limited paid ARIC and AGIL a total of
$139,000, which was recorded in the Corporate and Other segment.

DAC

Deferred acquisition costs (“DAC”) represent expenses incurred in prior
periods primarily for the production of new business, that have been
deferred for financial reporting purposes. Acquisition costs primarily consist
of commissions, policy issuance expenses, premium tax and certain direct
marketing expenses.

The DAC asset s tested annually to ensure that future premiums or gross
profits are sufficient to support the amortization of the asset. Such testing
involves the use of best estimate assumptions to determine if anticipated
future policy premiums and investment income are adequate to cover all
DAC and related claims, benefits and expenses. To the extent a deficiency
exists, it is recognized immediately by a charge to the statement of operations
and a corresponding reduction in the DAC asset. If the deficiency is greater
than unamortized DAC, a liability will be accrued for the excess deficiency.

Long Duration Contracts

Acquisition costs for preneed life insurance policies issued prior to
January 1, 2009 and certain discontinued life insurance policies have
been deferred and amortized in proportion to anticipated premiums over
the premium-paying period. These acquisition costs consist primarily
of first year commissions paid to agents and sales and policy issue costs.

For preneed investment-type annuities, preneed life insurance policies
with discretionary death benefit growth issued after January 1, 2009,
universal life insurance policies and investment-type annuity contracts
that are no longer offered, DAC is amortized in proportion to the present
value of estimated gross profits from investment, mortality, expense
margins and surrender charges over the estimated life of the policy or
contract. The assumptions used for the estimates are consistent with
those used in computing the policy or contract liabilities.

Acquisition costs relating to group worksite products, which typically
have high front-end costs and are expected to remain in force for an
extended period of time, consist primarily of first year commissions
to brokers and one time policy transfer fees and costs of issuing new
certificates. These acquisition costs are front-end loaded, thus they are
deferred and amortized over the estimated terms of the underlying
contracts.

Acquisition costs relating to individual voluntary limited benefit
health policies issued in 2007 and later are deferred and amortized
over the estimated average terms of the underlying contracts. These
acquisition costs relate to commissions payable under schedules that
pay significantly higher rates in the first year.

Short Duration Contracts

Acquisition costs relating to property contracts, warranty and extended
service contracts and single premium credit insurance contracts are
amortized over the term of the contracts in relation to premiums earned.

Acquisition costs relating to monthly pay credit insurance business consist
mainly of direct marketing costs and are deferred and amortized over
the estimated average terms and balances of the underlying contracts.

Acquisition costs relating to group term life, group disability and
group dental consist primarily of compensation to sales representatives.
These acquisition costs are front-end loaded; thus, they are deferred
and amortized over the estimated terms of the underlying contracts.

Acquisition costs on the majority of individual medical contracts
issued from 2003 through 2006, all individual medical contracts issued
after 2006 and all small group medical contracts consist primarily of
commissions to agents and brokers and compensation to representatives.
These contracts are considered short duration because the terms of the
contract are not fixed at issue and they are not guaranteed renewable.
As a result, these costs are not deferred, but rather are recorded in
the statement of operations in the period in which they are incurred.

Investments

We regularly monitor our investment portfolio to ensure investments
that may be other-than-temporarily impaired are identified in a timely
fashion, properly valued, and charged against earnings in the proper
period. The determination that a security has incurred an other-than-
temporary decline in value requires the judgment of management.
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, the intent and ability of the Company to retain the investment
for a period of time sufficient to allow for recovery for equity securities,
or and the intent to sell or whether it is more likely than not that the
Company will be required to sell for fixed maturity securities.

Any equity security whose price decline is deemed other-than-temporary
is written down to its then current market value with the amount of the
impairment reported as a realized loss in that period. The impairment
of a fixed maturity security that the Company has the intent to sell or
that it is more likely than not that the Company will be required to
sell is deemed other-than-temporary and is written down to its market
value at the balance sheet date, with the amount of the impairment
reported as a realized loss in that period. For all other-than-temporarily
impaired fixed maturity securities that do not meet either of these two
criteria, the Company analyzes its ability to recover the amortized
cost of the security by calculating the net present value of projected
future cash flows. For these other-than-temporarily impaired fixed
maturity securities, the net amount recognized in earnings is equal
to the difference between its amortized cost and its net present value.

Inherently, there are risks and uncertainties involved in making these
judgments. Changes in circumstances and critical assumptions such as
a continued weak economy, or unforeseen events which affect one or
more companies, industry sectors or countries could result in additional
impairments in future periods for other-than-temporary declines in
value. See also Note 5 to the Consolidated Financial Statements included
elsewhere in this report and “Item 1A—Risk Factors—The value of
our investments could decline, affecting our profitability and financial
strength” and “Investments” contained later in this item.
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Reinsurance

Reinsurance recoverables include amounts we are owed by reinsurers,
Reinsurance costs are expensed over the terms of the underlying reinsured
policies using assumptions consistent with those used to account for the
policies. Amounts recoverable from reinsurers are estimated in a manner
consistent with claim and claim adjustment expense reserves or future
policy benefits reserves and are reported in our consolidated balance

sheets. An estimated allowance for doubtful accounts is recorded on
the basis of periodic evaluations of balances due from reinsurers (net
of collateral), reinsurer solvency, management’s experience and current
economic conditions. The ceding of insurance does not discharge our
primary liability to our insureds.

The following table sets forth our reinsurance recoverables as of the dates indicated:

[)ncmabu‘ 31, 2009

December 31, 2010

We have used reinsurance to exit certain busine
individual life, annuity, and long-term care business. The reinsurance
recoverables relating to these dispositions amounted to $3,488,908 and
$2,790,765 at December 31, 2010 and 2009, respectively.

Ceded future pe

Ceded w near ned premium

Ceded chims and beneli

Ceded paid losses

es, including blocks of

both the assumption
and cession of reinsurance with non-affiliated companies. The following
table provides details of the reinsurance recoverables balance for the years

In the ordinary course of business, we are involved in

ended December 31:

2010

2009
2786916
698,985
680836
64,997

251,734

We utilize reinsurance for loss protection and capital management,
business dispmitiﬂ ns and, in Assurant Solutions and Assurant Specialty
isk and profir sharing. See also “Trem 1A-—Risk
Factors-Reinsurance may not be avai Qabl or adequate o protect us
against losses and we are subject to the credit risk of insurers,” and
“Trem 7A—Quantitative and Qualitative Disclosures About Market

Risk—Credit Risk.”

Property, client ri

Retirement and Other Employee Benefits

We sponsor qualified and non-qualified pension plans and a retirement
health benefits plan covering our employees who meet specified eligibility
xaqmremems hc calculation of reported expense and liability associated
with these plans requires an extensive use of assumptions inc luding
factors such as discount rates, cxpe(‘tc‘*d long-term returns on plan assets,
employee retirement and termination rates and future compensarion
increases. We determine these assumptions based upon currently
available market and industry data, and historical performance of the
plan and its assets. The assumptions we use may differ materially from
actual results. See Note 22 to our consolidated financial statements
for more information on our retirement and other employee bencfits,

including a sensitivity analysis for changes in the assumed health care
cost trend rates.

Contingencies

We account for contingencies using the Contingencies guidance. This
requires management to evaluate each contingent matter separately.
A loss is accrued if reasonably estimable and probable. We establish
reserves for these contingencies at the best estimate, or, if no one
estimated number within the range of possible losses is more probable
than any other, we report an estimated reserve at the low end of the
estimated range. Contingencies affecting the Company include litigation
matters which are inherently difficult 1o evaluate and are subjecr to
significant changes.

ASSURANT, INC. - 2010 form 10-K

Deferred Taxes

Deferred income taxes are recorded for temporary differences between
the financial reporting and income tax bases of assets and liabilities, based
on enacted tax laws and statutory tax rates applicable to the periods
in which the Company expects the temporary ¢ differences to reverse,
A valuation allowance is established for deferred rax assets if, based on
the weight of all available evidence, it is more likely than not that some
portion of the asser will not be realized. The valuatdion allowance is
sufficient o reduce the asset to the amount that is more likely than not
to be realized. The Company has significant deferred tax assets resulting
from capital loss carryforwards and other temporary differences that may
reduce taxable income in future periods. The detailed components of
our deferred tax assets, liabilities and valuarion allowance are included
in Note 8 to our consolidated financial statements.

During 2008, the Company realized a tax benefit of $174,864 upon
the sale of a non-operating subsidiary, Unite d Family Life Insurance
Company ("UF LIC™), and recorded an offsett ng,ml ation allowance
of $90,0 000. Duting 2009, the Company recognized $16,000 of other
comprehensive income which reduced the valuation allowance to
$74,000. During 2010, the Company recognized $6,000 of expense
which increased the valuation allowance to $80,000. The increase in
the valuation allowance was primarily related to fluctuations in gains
resulting from certain tax planning suaz;cgzcs as well as Hucrtuations
in gross unrealized gains. The gross deferred tax asset for cumulative
realized and unrealized capital losses as of December 31, 2010 is
$246,300, including the carryover from the loss on the sale of UFLIC,

The realization of deferred tax assets depends upon the existence of
sufficient taxable income of the same character during the carry back
or carry forward period. U.S. tax rules mandate that capital losses can
only be recovered against capital gains. An example of capital gains
would be gains from thc sale of investments. The company is d pendent
upon having capital gain income in the foresecable future o use the
capital logs carryforward in its entirety. To support the capital deferred
rax asset, the Company is able to rely on furure taxable capital gain
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its investment portfolio. The
Company is also able to rely on t,hc use of various tax planning strategies

income from gross unrealized gains in

to forecast taxable gains in the foreseeable furure.

the deferred tax asset is realizable, the Company
ive and negative, We considered

In determining whether t
weighed all available evidence, both p
all sources of taxable income available to realize the asset, including the
future reversal of existing temporary differences, future taxable income
and carry forwards, taxable

exclusive of reversing temporary differences
income in carry back years and tax-planning strategies.

We have identified certain prudent and feasible strategies which could
generate taxable future capital gain income. Tax planning strategies are
actions thar management ordinarily might not take, but would take,
if necessary, to realize a tax benefit for a carryforward before it expires.
Examples include, but are not limited to, changing the character of
taxable or deductible amounts from ordinary income ot loss to capital
gain or loss or accelerating taxable amounts. While no commitments
to implement any strategy have been made, these strategies have been
considered in the analysis of the recoverability of the Company’s deferred
tax assets and the reduction of the valuation allowance.

"The gross deferred tax asset related to net operating loss carryforwards
n international subsidiaries is $52,897. Management believes that it
asset will not be realized in

is more likely than not that some of this
the foreseeable future, Therefore, a cumulative valuation allowance of
$9.971 has been recorded as of December 31, 2010, The Company is
dependent on income of the same character in the same jurisdicrion to

support the deferred tax assets related to net operating loss carryforwards
of international subsidiaries.

ax

As of December 31, 2010, the Company had a cumulative valuation
allowance of 90,738 against deferred rax assets, as it is management’s
assessment that it is more
rax assets will not be realized.

ikely than not that this amount of deferred

it is more likely than not that the remainder of its

‘The Company belie
deferred rax assets will be realized in the fore
other than noted herein for capital loss carryovers and internarional
subsidiaries, a valuation allowance has not been eseablished.

ceable future. Accordingly.

:l either

Future reversal of the valuation allowance will be recogs

when the benefit is realized or when we determine thatic is more likely

than not that the benefic will be realized. Depending on the nature of
é

the taxable income that results in a reversal ()f the valuation allowance,

and on management’s judgment, the reversal will be recognized either
through other comprehensive income (loss) or through continuing
operations in the statement of operations. Likewise, if the Company
derermines that it is not more likely than not that it would be able to
realize all or part of the deferred tax asset in the future, an adjustment
to the deferred tax asset valuation allowance would be recorded through
& (1 Jigﬁ.‘ e Q()"lﬂni}]ﬂ? ()pC JU()H‘\ fn [hk statement ()t ()pﬁr'}[l(}[]"r ”?
the period such determination is made.

In d("((’rﬂ‘iﬂiﬂG Ihﬁ? dpl)“)p! fate vi EH&U()H sl{i()‘«vdnkt‘ nlan-lb(.lni”[
makes ;udomcms about recoverability of deferred cax assets, use of
tax loss and rax credic carryforwards, levels of expected future taxable
income and available tax planning strategies, Hm assumptions used in
making these judgments are updated periodically by management based
on current business conditions that affect the Company and overalt
economic conditions. These management judgments are therefore
subject to change based on factors that include, but are not limited
to, changes in expected capital gain income in the foreseeable future
and the ability of the Company to sticcessfully execute its tax planning
strategies. Please see “ltem TA=-Risk Factors—Risks Related to Our
Company-—Unanticipated changes in tax provisions or exposure to
additional income tax liabilides could materially and adversely affect
our results” for more information.

Valuyation and Recoverability of Goodwill

Goodwill represented $619,779 and $926,398 of our $26,397,018 and
$25,860,667 of total assets as of December 31, 2010 and 2009,
respectively. We review our goodwill annually in t 1e fourth quarter
for impairment, or more frequently if indicators of impairment exist.

Such indicators include, but are not limited to, a sustained significant

decline in our market capitalization or a significant decline in our

expected future cash flows due to changes in company-specific factors
or the broader business climare. The evaluation of such factors requires
considerable judgment. Any adverse change in these facrors could have
a significant impact on the recoverability of goodwill and could have a
material impact on our consolidated financial starements.

We have concluded thar our reporting units for goodwill testing are

equivalent to our reported operating segments, excludi ing the Corporate
md Other segment. Therefore, we test goodwill for impairment at the
reporting unit level.

The following table illustrares the amount of goodwill carried o cach reporting unit:

December 31,

2009

salty Property 059,844

rant Healih o
Assurant B mplmcc Benefits L i i 0/,,0/8
TOTAL $. 619779 8§ 935308

For each rej mum; unit, we first compare its estimated fair value with
its net book value. If the estimaced fair value exceeds its net book

value, goodwill is deemed not to be impaired, and no furcher testing
is necessary. If the net book value exceeds irs estimated fair value, we
then mf(wrm a second test to caleulate the amount of impairment, if
any. To determine the amount of any impairment, we determine the
implied fair value of goodwill in the same manner as if the reporting
unit were being acquired in a business combination. Specifically, we

ts and liabilities of the reporting

determine the fair value of all of the as

el

intangible assets, in a hypothetical
fair value of goodwill. If the implied
the recorded goodwill, we record an

unit, including any unrec
caleulation that yields the implied
fair value of goodwill is less than
impairment charge for the dif

"The following describes the valuation methodologies used in both
2010 and 2009 to derive the estimated fair value of the reporting units.

For each reporting unir we identified a group of peer companies, which
have operations that are as similar as possible to the reporting unit,

ASSURANT INC. -

2010 Form 10-K

35



PART 11

ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

Certain of our reporting units have a very limited number of peer
companies. A Guideline Company Method is used to value the reporting
unit based upon its relative performance to its peer companies, based on
several measures, including price to trailing 12 month earnings, price
to projected earnings, price to tangible net worth and return on equity.

A Dividend Discount Method (“DDM?) is used to value each reporting
unit based upon the present value of expected cash flows available for
distribution over future periods. Cash flows were discounted using a
market participant weighted average cost of capital estimated for a
reporting unit. After discounting the future discrete earnings to their
present value, the Company estimated the terminal value attributable
to the years beyond the discrete operating plan period. The discounted
terminal value was then added to the aggregate discounted distributable
earnings from the discrete operating plan period to estimate the fair
value of the reporting unit.

A Guideline Transaction Method values the reporting unit based on
available data concerning the purchase prices paid in acquisitions of
companies operating in the insurance industry. The application of
certain financial multiples calculated from these transactions provides
an indication of estimated fair value of the reporting units.

While all three valuation methodologies were considered in assessing
fair value, the DDM was weighed more heavily since in the current
economic environment, management believes that expected cash flows
are the most important factor in the valuation of a business enterprise.
In addition, recent dislocations in the economy, the scarcity of M&A
transactions in the insurance marketplace and the relative lack of directly
comparable companies particularly for Assurant Solutions, make the
other methods less credible.

Following the 2010 goodwill assessment, the Company concluded that
the net book values of the Assurant Employee Benefits and Assurant
Health reporting units exceeded their estimated fair values. Based on the
results of the Step 2 test, the Company recorded impairment charges of
$102,078 and $204,303 related to the Assurant Employee Benefits and
Assurant Health reporting units, respectively, representing their entire
goodwill asset balances. During 2009, the Company concluded that the
net book value of the Assurant Employee Benefits reporting unit exceeded
its estimated fair value and recorded an $83,000 impairment charge after
performing a Step 2 test. The 2010 impairments at Assurant Employee
Benefits and Assurant Health reflect the effects of the Affordable Care
Act, the low interest rate environment, continuing high unemployment,
the slow pace of the economic recovery and increased net book value
primarily related to their investment portfolios. The 2009 impairment
at Assurant Employee Benefits reflected the challenging near term
growth environment for the business and an increased net book value,
primarily related to their investment portfolio. Management remains
confident in the long-term prospects of both the Assurant Employee
Benefits and Assurant Health reporting units. See Note 6 and 11 for
further information.

The two reporting units that passed the 2010 Step 1 test, Assurant
Solutions and Assurant Specialty Property, had estimated fair values
that exceeded their net book values by 1.9% and 62.9%, respectively.
Assurant Solutions passed the 2010 Step 1 test, by a slim margin mainly
due to a significant increase in its net book value. The low interest rate
environment in 2010 resulted in a significant increase in net unrealized

gains in Assurant Solutions’ fixed income investments.

The determination of fair value of our reporting units requires significant
estimates and assumptions. These estimates and assumptions primarily
include, but are not limited to, earnings and required capital projections
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discussed above, discount rates, terminal growth rates, operating income
and dividend forecasts for each reporting unit and the weighting
assigned to the results of each of the three valuation methods described
above. Changes in certain assumptions could have a significant impact
on the goodwill impairment assessment. For example, an increase of
the discount rate of 100 basis points, with all other assumptions held
constant, for Assurant Solutions, would result in its estimated fair
value being less than its net book value as of December 31, 2010.
Likewise, a reduction of 100 basis points in the terminal growth rate,
with all other assumptions held constant, for Assurant Solutions would
result in its estimated fair value being less than its net book value as of
December 31, 2010. It would take more significant movements in our
estimates and assumptions in order for Assurant Specialty Property’s
estimated fair value to be less than its net book value.

We evaluated the significant assumptions used to determine the estimated
fair values of each reporting unit, both individually and in the aggregate,
and concluded they are reasonable. However, should weak market
conditions continue for an extended period or should the operating
results of any of our reporting units decline substantially compared
to projected results, or interest rates decline further increasing the net
unrealized gain position related to the reporting units investment portfolio
and thus the reporting units’ net book values, we could determine that
we need to record an impairment charge related to goodwill in our
Assurant Solutions or Assurant Specialty Property reporting units.

Recent Accounting Pronouncements—Adopted

On January 1, 2010, the Company adopted the new guidance on
transfers of financial assets. This new guidance amends the derecognition
guidance and eliminates the exemption from consolidation for qualifying
special-purpose entities. The adoption of this new guidance did not have
an impact on the Company’s financial position or results of operations.

On January 1, 2010, the Company adopted the new guidance on the
accounting for a variable interest entity (“VIE”). This new guidance
amends the consolidation guidance applicable to VIEs to require a
qualitative assessment in the determination of the primary beneficiary
of the VIE, to require an ongoing reconsideration of the primary
beneficiary, to amend the events that trigger a reassessment of whether
an entity is 2 VIE and to change the consideration of kick-out rights in
determining if an entity is a VIE. The adoption of this new guidance
did not have an impact on the Company’s financial position or results
of operations.

On July 1, 2009, the Company adopted the new guidance that
establishes a single source of authoritative accounting and reporting
guidance recognized by the FASB for nongovernmental entities (the
“Codification”). The Codification does not change current GAAP, but is
intended to simplify user access to all authoritative GAAP by providing
all the authoritative literature related to a particular topic in one place.
All existing accounting standard documents will be superseded and
all other accounting literature not included in the Codification will
be considered non-authoritative. The adoption of the new guidance
did not have an impact on the Company’s financial position or results
of operations. References to accounting guidance contained in the
Company’s consolidated financial statements and disclosures have been
updated to reflect terminology consistent with the Codification. Plain

English references to the accounting guidance have been made along
with references to the ASC topic number and name.

On December 31, 2009, the Company adopted the new guidance
on postretirement benefit plan assets. This new guidance requires
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companies to make additional disclosures about plan assets for defined
benefit pension and other postretirement benefit plans. The additional
disclosure requirements include how investment allocation decisions are
made, the major categories of plan assets and the inputs and valuation
techniques used to measure the fair value of plan assets. The adoption of
this new guidance did not have an impact on the Company’s financial
position or results of operations. See Note 22 for further information.

On Ocrober 1, 2009, the Company adopted the new guidance on
measuring the fair value of liabilities. When the quoted price in an
active market for an identical liability is not available, this new guidance
requires that either the quoted price of the identical or similar liability
when traded as an asset or another valuation technique that is consistent
with the fair value measurements and disclosures guidance be used to
fair value the liability. The adoption of this new guidance did not have
an impact on the Company’s financial position or results of operations.

On April 1, 2009, the Company adopted the new OTTI guidance.
This new guidance amends the previous guidance for debe securities
and modifies the presentation and disclosure requirements for debt and
equity securities. In addition, it amends the requirement for an entity to
positively assert the intent and ability to hold a debt security to recovery
to determine whether an OTTI exists and replaces this provision with
the assertion that an entity does not intend to sell or it is not more
likely than not that the entity will be required to sell a security prior
to recovery of its amortized cost basis. Additionally, this new guidance
modifies the presentation of certain OTTI debt securities to only present
the impairment loss within the results of operations that represents the
credit loss associated with the OTTI with the remaining impairment
loss being presented within other comprehensive income (loss) (“OCI”).
At adoption, the Company recorded a cumulative effect adjustment to
reclassify the non-credit component of previously recognized OTTI
securities which resulted in an increase of $43,117 (after-tax) in retained
earnings and a decrease of $43,117 (after-tax) in AOCI. See Note 5 for
further information.

On April 1, 2009, the Company adopted the new guidance on determining
fair value in illiquid markets. This new guidance clarifies how to estimate
fair value when the volume and level of activity for an asset or liability
have significantly decreased. This new guidance also clarifies how to
identify circumstances indicating that a transaction is not orderly.
Under this new guidance, significant decreases in the volume and level
of activity of an asset or liability, in relation to normal market activity,
requires further evaluation of transactions or quoted prices and exercise
of significant judgment in arriving at fair values. This new guidance
also requires additional interim and annual disclosures. The adoption of
this new guidance did not have an impact on the Company’s financial
position or results of operations.

On April 1, 2009, the Company adopted the new fair value of financial
instruments guidance. This new guidance requires disclosures about the
fair value of financial instruments already required in annual financial
statements to be included within interim financial stacements. This new
guidance also requires disclosure of the methods and assumptions used
to estimate fair value. The adoption of this new guidance did not have
an impact on the Company’s financial position or results of operations.
See Note 6 for further information.

On January 1, 2009, the Company adopted the revised business
combinations guidance. The revised guidance retains the fundamental
requirements of the previous guidance in that the acquisition method
of accounting be used for all business combinations, that an acquirer be
identified for each business combination and for goodwill to be recognized
and measured as a residual. The revised guidance expands the definition

of transactions and events that qualify as business combinations to all
transactions and other events in which one entity obtains control over one
or more other businesses. The revised guidance broadens the fair value
measurement and recognition of assets acquired, liabilities assumed and
interests transferred as a result of business combinations. It also increases
the disclosure requirements for business combinations in the consolidated
financial statements. The adoption of the revised guidance did not have
an impact on the Company’s financial position or results of operations.
However, should the Company enter into a business combination in
2010 or beyond, our financial position or results of operations could
incur a significantly different impact than had it recorded the acquisition
under the previous business combinations guidance. Earnings volatility
could result, depending on the terms of the acquisition.

On January 1, 2009, the Company adopted the new consolidations
guidance. The new guidance requires that a noncontrolling interest in
a subsidiary be separately reported within equity and the amount of
consolidated net income attributable to the noncontrolling interest be
presented in the statement of operations. The new guidance also calls for
consistency in reporting changes in the parent’s ownership interest in a
subsidiary and necessitates fair value measurement of any noncontrolling
equity investment retained in a deconsolidation. The adoption of the new
guidance did not have an impact on the Company’s financial position
or results of operations.

On January 1, 2009, the Company applied the fair value measurements
and disclosures guidance for all non-financial assets and liabilities measured
at fair value on a non-recurring basis. The application of this guidance
for those assets and liabilities did not have an impact on the Company’s
financial position or results of operations. The Company’s non-financial
assets measured at fair value on a non-recurring basis include goodwill
and intangible assets. In a business combination, the non-financial assets
and liabilities of the acquired company would be measured at fair value
in accordance with the fair value measurements and disclosures guidance.
The requirements of this guidance include using an exit price based on an
orderly transaction between market participants at the measurement date
assuming the highest and best use of the asset by market participants. To
perform a market valuation, the Company is required to use a market,
income or cost approach valuation technique(s). The Company performs
its annual impairment analyses of goodwill and indefinite-lived intangible
assets in the fourth quarter, or when events or changes in circumstances
indicate that the carrying amount of the assets may not be recoverable.
If Step 1 of the impairment test indicates that the net book value of the
reporting unit is greater than the estimated fair value, then Step 2 test
is required. Step 2 requires that the Company measure the fair value of
goodwill of the reporting unit. As mentioned above, the application of
this guidance which was used to measure the fair value of goodwill in
Step 2 of the goodwill impairment test did not have an impact on the
Company’s financial position or results of operations.

On January 1, 2009, the Company adopted the new earnings per share
guidance on participating securities and the two class method. The new
guidance requires unvested share-based payment awards that have non-
forfeitable rights to dividend or dividend equivalents to be treated as
participating securities. Therefore, the Company’s restricted stock and
restricted stock units which have non-forfeitable rights to dividends are
included in calculating basic and diluted earnings per share under the
two-class method. All prior period earnings per share data presented have
been adjusted retrospectively. The adoption of the new guidance did not
have a material impact on the Company’s basic and diluted earnings per
share calculations for the years ended December 31, 2009 and 2008.
See Note 24 for further information.
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On January 1, 2008, the Company adopted the fair value measurements
and disclosures guidance. This guidance defined fair value, addressed
how companies should measure fair value when they are required to
use a fair value measure for recognition or disclosure purposes under
GAAP and expanded disclosures about fair value measurements. This
guidance was applied prospectively for financial assets and liabilities
measured on a recurring basis as of January 1, 2008 except for certain
financial assets that were measured at fair value using a transaction
price. For these financial instruments, which the Company has, this
guidance required limited retrospective adoption and thus the difference
between the fair values using a transaction price and the fair values
using an exit price of the relevant financial instruments was shown as a
cumulative-effect adjustment to the January 1, 2008 retained earnings
balance. At adoption, the Company recognized a $4,400 decrease to
other assets, and a corresponding decrease of $2,860 (after-tax) to
retained earnings. See Notes 5 and 6 for further information regarding
these financial instruments and the fair value disclosures, respectively.

Recent Accounting Pronouncements—Not Yet

Adopted

In October 2010, the Financial Accounting Standards Board (“FASB”)
issued amendments to existing guidance on accounting for costs associated
with acquiring or renewing insurance contracts. The amendments
modify the definition of the types of costs incurred by insurance
entities that can be capitalized in the acquisition of new and renewal
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contracts. Under this amended guidance, acquisition costs are defined
as costs that are related directly to the successful acquisition of new
or renewal insurance contracts. The amendments are effective for
fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2011, Therefore, the Company is required to adopt
this guidance on January 1, 2012. Prospective application as of the date
of adoption is required; however retrospective application to all prior
periods presented upon the date of adoption is also permitted, but not
required. Early adoption is permitted, but only at the beginning of an
entity’s annual reporting period. The Company is currently evaluating
the requirements of the amendments and the potential impact, if any,
on the Company’s financial position and results of operations.

In September 2009, the FASB issued new guidance on multiple
deliverable revenue arrangements. This new guidance requires entities
to use their best estimate of the selling price of a deliverable within
a multiple deliverable revenue arrangement if the entity and other
entities do not sell the deliverable separate from the other deliverables
within the arrangement. In addition it requires both qualitative and
quantitative disclosures. This new guidance is effective for new or
materially modified arrangements in fiscal years beginning on or after
June 15, 2010. Earlier application is permitted as of the beginning of
a fiscal year. The Company did not apply the guidance early, thus it is
required to adopt this new guidance on January 1, 2011. The adoption
of this new guidance will not have an impact on the Company’s financial
position or results of operations.
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Results of Operations

Assurant Consolidated

Overview

The table below presents information regarding our consolidated results of operations:

For the Years Ended December 31,

4019047
3,957,850

7,907, ‘39 5

e

come bafore goot{wxﬂ xmpamnexz

Goo&wdl }mpdn ment

Year Ended December 31, 2010 Compared to the Year
Ended December 31, 2009

Net income decreased $151,397; or 35%, to $279,177 for Twelve Months
2010 from $430,574 for Twelve Months 2009, Twelve Months 2010
includes $107,075 (after-tax) of improved segment results and $66,300
(after-tax) of increased realized gains on investments, compared with
Twelve Months 2009. However, results decreased primarily due to a
non-cash goodwill impairment charge of $306,381 in Twelve Months
2010 compared with an $83,000 non-cash goodwill impairment charge
in Twelve Months 2009. In addition, Twelve Months 2009 includes
an $83,542 (after-tax) favorable legal settlement.

(1) Indm!fs nmortization of DAC and X CIBA and iﬁZfJ’{’?’ﬁ}r’lﬂﬂf general and administrative expenses.

’7‘) 057
513574
83,000
430574 ¢

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net income decreased $17,222, or 4%, to $430,574 for Twelve Months
2009 from $447,796 for Twelve Months 2008, The decrease was
primarily due to a $(30,220) ner loss for Assurant Health for Twelve
Months 2009 compared with net income of $120,254 for Twelve
Months 2008. In addition, Twelve Months 2009 includes a non-cash
goodwill impairment charge of $83,000, These negative items were
partially offset by lower net realized losses on investments of $243,803
(after-tax) as Twelve Months 2009 includes $34,838 (after-tax) compared
with $278,641 (after-tax) in Twelve Months 2008.
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Assurant Solutions

Overview
The table below presents information regarding Assurant Solutions” segment results of operations:

For the Years Ended December 31,
2009 23(?8

Revenwes: 0
N cdmcd wmm.m anc

2,813,407
tﬂ(} 615

2 0‘{1 8‘)?

SRR
$ 112,183

SF(:MLN"I NP’I IN(‘OMk
Net earned premiinms and other considerations:
Domestic:
i Credir

‘smv]u‘ Contracts

S 279,497
1,364,886

18() ‘){)‘)
2471041

Fees and ﬁther income:
Domestic :
Debt protection
“iService contracts

40,058 %
A024100 ST
18,534 ‘6 6{1

ol Domestic dGioe . aanAne
[nternational 27,730 32919
 Prepeed B g =

TOTAL 216,550 b 182,508

Grass written preminms 9 e s
Domestic:

Ciedn 526552 S b4 10l
Service contracts 1,012,670 I 33(),254
COther g
Total Domestxc 1,631,313
Imcmaaoml . hmy
827,457
Servicecontracts A6
__ Other 27,381
il lnternational 1 !
‘}(x@ @(}9’ $ 3,538,268

EO?AL
- Prence dgfa« ales)

Cosabined ratio ¢

512,306 % 445513

1005 %

Dopestic 06 %
[nternational 1059 9% 108.2 %
(1) This includes emerging products and run-off preducts lines.
2) does not necessarily transtase to an equal amownt of subsequent net earned premiums since Assurant Solutions reinsures a partion of iis previiums to insurance
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PART I1

ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

Year Ended December 31, 2010 Compared. to the Year
Ended December 31, 2009

Net Income

Segment net income decreased $16,846, or 14%, to $103,206 for
Twelve Months 2010 from $120,052 for Twelve Months 2009 primarily
due to an intangible asset impairment charge of $30,948 (after-tax)
related to a fourth quarter 2010 client notification of non-renewal of
a block of domestic service contract business effective June 1, 2011.

Absent this item, net income increased $14,102, or 12%, as a result
of improved underwriting results in our international and preneed
businesses. International results improved primarily due to favorable loss
experience in our U.K. credit insurance business and growth in Latin
America. These items were partially offset by decreased underwriting
results primarily attributable to the run-off of certain lines of business,
and a $6,048 (after-tax) change in the value of our consumer price
index caps (derivative instruments that protect against inflation risk in
our preneed products). Additionally, Twelve Months 2009 net income
included a $10,800 (after-tax) restructuring charge.

Total Revenues

Total revenues decreased $169,172, or 5%, to $3,109,648 for Twelve
Months 2010 from $3,278,820 for Twelve Months 2009. The decrease
was the result of lower net earned premiums of $186,742, which was
primarily attributable to the continued run-off of: certain domestic
extended service contract business as earnings from former clients that
are no longer in business; preneed policies sold before January 1, 2009;
and domestic credit insurance business.

Partially offsetting these decreases was the addition of new domestic
service contract business clients and growth in both our international
credit and service contracts businesses, which also benefited from
the favorable impact of foreign exchange rates. We expect net earned
premiums in 2011 to decline $170,000 due to the run-off of domestic
credit insurance business and former large extended services contract
clients that are no longer in business.

Fees and other income improved as a result of increases in preneed
business, partially offset by mark-to-market losses associated with our
consumer price index caps. Net investment income primarily increased
due to the favorable impact of foreign exchange rates.

Gross written premiums increased $232,578, or 8%, to $3,196,647
for Twelve Months 2010 from $2,964,069 for Twelve Months 2009.
Gross written premiums from our domestic service contract business
increased $180,753 due to the addition of new clients and an increase
in automobile vehicle service contracts as automobile sales increased
and from premiums reported by certain clients in a timelier manner
than in the past. This had no effect on net earned premiums. In
addition, consistent with our international expansion strategy, our
international credit business increased $125,653 due to growth across
several countries from both new and existing clients and from the
favorable impact of foreign exchange rates. Gross written premiums
from our international service contract business increased $60,418,
primarily due to favorable foreign exchange rates and growth from
existing clients, partially offset by lower premiums in Denmark due
to our decision to exit that market in 2009. Gross written premiums
from our domestic credit insurance business decreased $103,707,
due to the continued runoff of this product line. Other domestic
gross written premiums decreased $26,379 mainly due to a one-time
campaign with Ford Motor Company conducted and completed in

Second Quarter 2009.

Preneed face sales increased $222,518 primarily due to increased
consumer buying in advance of a less favorable tax rate change in certain
Canadian provinces, as well as growth from our exclusive distribution
partnership with Services Corporation International (“SCI”) the largest
funeral provider in North America, and increased sales initiatives.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreased $142,484, or 5%, to
$2,942,015 for Twelve Months 2010 from $3,084,499 for Twelve
Months 2009. Policyholder benefits decreased $139,764 primarily
due to improved loss experience in our U.K. credit business and in our
domestic service contract business from existing and run-off clients,
the run-off of preneed policies sold before January 1, 2009, and the
continued run-off of our domestic credit business.

Selling, underwriting and general expenses decreased $2,720.
Commissions, taxes, licenses and fees, of which amortization of DAC
is a component, decreased $42,585 as commission expense related to
our domestic service contract business declined due to lower net earned
premiums, partially offset by increased commission expense in our
international business due to higher net earned premiums in that business
coupled with the unfavorable impact of foreign exchange rates. General
expenses increased $39,865 primarily due to the above-mentioned
$47,612 (pre-tax) intangible asset impairment charge, the amortization
of previously capitalized upfront client commission payments, as we
continue to grow our international business and distribution channels,
and the unfavorable impact of foreign exchange rates. Partially offsetting
these increases was cost savings realized in Twelve Months 2010 as a
result of a restructuring in Twelve Months 2009. This restructuring
added $16,500 to expenses in Twelve Months 2009.

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net Income

Segment net income increased $7,869, or 7%, to $120,052 for Twelve
Months 2009 from $112,183 for Twelve Months 2008. The increase
was primarily the result of favorable underwriting results in our
domestic service contract business from existing and run-off clients.
Partially offsetting this increase was unfavorable loss experience in
our U.K. credit insurance business primarily resulting from higher
unemployment rates in the U.K. compared with the prior year, a
$19,101 (after-tax) decrease in net investment income and $10,800
(after-tax) of restructuring charges in our domestic and international
businesses. Twelve Months 2008 included charges of $24,700
(after-tax) related to our exit from the Denmark market, client
bankruptcies, and a loss on a discontinued product in Brazil which
were partially offset by $9,900 (after-tax) of income from client related
settlements.

Total Revenues

Total revenues decreased $137,710, or 4%, to $3,278,820 for Twelve
Months 2009 from $3,416,530 for Twelve Months 2008. The decrease
is mainly attributable to reduced net earned premiums and other
considerations of $142,366, primarily resulting from the application of
universal life insurance accounting guidance, in our Preneed business.
Absent this item, net earned premiums increased $35,000, or 1%,
due to our domestic and international service contract business from
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

premiums written in prior periods and from a one-time campaign with
Ford Motor Company conducted and completed in Second Quarter
2009. This increase was partially offset by unfavorable changes in foreign
exchange rates as the U.S. dollar strengthened against international
currencies, combined with the continued runoff of our domestic credit
insurance business. Also contributing to the decrease in revenues
was lower net investment income of $29,386, or 7%, primarily due
to lower average invested assets and lower investment yields. These
decreases were partially offset by an increase in fees and other income
of $34,042, or 19%, primarily from the application of the universal
life insurance accounting guidance for our Preneed business and the
continued growth of our service contract businesses resulting from
acquisitions made in the latter part of 2008.

Gross written premiums decreased $574,199, or 16%, to $2,964,069
for Twelve Months 2009 from $3,538,268 for Twelve Months 2008.
This decrease was driven primarily by lower domestic service contract
business of $517,614, primarily due to a client bankruptcy and decreased
retail and auto sales due to the slowdown in consumer spending.
Gross written premiums from our domestic credit insurance business
decreased $77,569, due to the continued runoff of this product line.
Gross written premiums from our international service contract business
decreased $14,688, primarily the result of unfavorable changes in
foreign exchange rates. This was partially offset by growth from both
new and existing clients, consistent with our international expansion
strategy. Gross written premiums from our international credit business
increased $15,768 primarily driven by growth in several countries due
to strong growth from new and existing clients. This was partially offset
by unfavorable changes in foreign exchange rates and the slowdown
in the U.K. mortgage market. Preneed face sales were $67,053 higher
due to growth from our exclusive distribution partnership with SCI
and increased sales initiatives.

42  ASSURANT, INC. - 2010 Form 10-K

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreased $156,151. or 5%, to
$3,084,499 for Twelve Months 2009 from $3,240,650 for Twelve
Months 2008. Policyholder benefits decreased $169,607, primarily
due to the above mentioned application of universal lifc insurance
accounting guidance, in our Preneed business. Also contributing to
the decrease were lower losses from a discontinued credit life product
in Brazil and improved loss experience in our domestic service contract
business from existing and run-off clients. This was partially offset
by unfavorable loss experience in our U.K. credit insurance business
primarily resulting from higher unemployment rates than the prior year.
During the Twelve Months 2009, we ceased distributing unemployment
insurance-related products through the internet but losses from similar
products sold through more traditional distribution channels increased
as a result of the prolonged high unemployment in the U.K. Selling,
underwriting and general expenses increased $13,456. General expenses
increased $82,616, primarily due to higher expenses associated with
recent domestic extended service contract business acquisitions and
restructuring charges relating to our international businesses of $10,600
and $5,900 for our domestic businesses. Commissions, taxes, licenses
and fees, of which amortization of DAC is a component, decreased
$69,160, primarily due to the corresponding favorable change in foreign
exchange rates in our international business and reduced commission
expense resulting from acquisitions completed in the latter part of
2008. Also contributing to the decrease was the above-mentioned
application of universal life insurance accounting guidance in our
Preneed business. These declines in Twelve Months 2009 were partially
offset by an $18,000 reduction in commission expense related to the
accrual of contractual receivables established from certain domestic
service contract clients recorded in Twelve Months 2008.
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

Assurant Specialty Property

Overview

The table below presents information regarding Assurant Sp

S

ccialty Property’s segment results of operations:
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Year Ended December 31, 2010 Compared to the Year
Fuded December 31, 2009

Net Income

Segment net income increased $ 8,290 or 5%, to $424,287 for
Twelve Months 2010 from $405,997 for Twelve Months 2009. The
improvement is primarily due to an improved expense ratio as a result
of lower commission expense due to increases in client-ceded premiums
and operational improvements. Resules for Twelve Months 2010
mc.ude $14,797 {after tax) of reportable catastrophe losses, including
losses from Arizona wind and hailstorms in fourth quarter 2010 and

Tennessee storms during second quarter 2010. There were no reportable
catastrophes during Twelve Mouths 2009,

Total Revenues

Total revenues increased $14,706, or 1%, to $2,129,462 for Twelve
Months 2010 from $2,114,756 for Twelve Months 2009, Growth in
lender placed homeowners, lender-placed flood and renters insurance
products gross earned premiums and increased fee income were partially
offser by increased ceded lender placed homeowners’ premiums and
lower real estate owned prumum.s,

{ fload, miscellaneous specialty propersy and renters insurance products

by ner earned preminms and other consid

7S,

ded //; net carned premims and other considerations and /m« aned other income.

by net (/J’N((l, /’??(})/[HI}I) (l/:'(f /I//h??’ C(Hl.({d[lilfi(,’!t\. 117’[{/\/(,’/,,‘.C 1113[[ 01/7(,/ LRCGIE,

Total Benefits, Losses and Fxpenses

Total benefits, losses and expenses decreased $14,0062, or 1%, to
$1,482,648 for Twelve Months 2010 from $1,496,710 for Twelve Months
2009, The decrease was primarily due to lower selling, underwriting,
and general expenses of $34,532 compared with Twelve Months 2009,
partially offset by increased policyholder benefits of $20,470. The

overall loss ratio increased 100 basis points primarily due to $22,764 of

reportable catastrophes in Twelve Months 2010 and the non-recurrence
of a $9,023 subrogation reimbursement in Twelve Months 2009. These
items are pardally offset by lower small-scale weather related losses.
Commissions, taxes, licenses and fees decreased $37,676, primarily due
to client contract changes that resulted in lower commission expenses
and a release of a premium tax reserve. General expenses increased
$3,144 primarily due ro increased employee related expenses.

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net Income

Segment net income was relatively fat at $405,997 for Twelve Monrhs
2009 compared to $405,203 for Twelve Months 2008, However, Twelve
Months 2008 included $86,200 (after-tax), net of reinsurance, of losses
from hurricanes Gustav and Ike, $8,600 (after-tax) in catastrophe
reinsurance reinstatement premiums and $5,050 (after-tax) in catastrophe
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losses from California wildfires, There were no reportable catastrophe
losses in Twelve Months 2009, however, net earned premiums decreased
§65,461 (after-tax) compared with Twelve Months 2008 primarily
related to reduced real estate owned insurance business and highe

PEINSUTANce COsts,

Total Revenues

Toral revenues decreased $106,525, or 5%, to $2,114,756 for Twelve
Months 2009 from $2,221,281 for Twelve Months 2008. The decrease

in revenues is primarily due to decre
$100,709, or 5%. The decrease is primarily attributable to lower
lender-placed homeowners insurance net earned premiums due to
decreased premiums from real estate owned property, several lost clients
due to the financial industry consolidation and a $29,434 increase in
catastrophe reinsurance costs. Increased placement rates in our non-
real estate owned lender-placed business and increased average insured
values partially offset these negative effects.

Assurant Health

Overview

ased net earned pre miums~ of

Condition and Results of Operations

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreased $106,541 or 7%, to
$1,496,710 for Twelve Months 2009 from $1,603,251 for Twelve
Months 2008. The decrease was due to lower p()};cs holder benefits of
$121,221 partially offset by higher selling, underwriting, and general
expenses of $14,680. The decrease in policyholder benefits was due
to a decrease in reportable catastraphe losses of $132,600, net of
reinsurance, related to Hurricanes Tke and Gustay and $7,770 related
to California wildfire losses in Twelve Maonths 2008, There were no
reportable catastrophe losses in Twelve Months 2009, Commissions,
taxes, licenses and fees decreased $32,022, primarily due to the decline
in net earned premiums. General expenses increased $46,702 primarily
due to additional services provided to our clients, such as loss drafts,
along with investment in technology and infrastructure initiatives. In
addition, Twelve Months 2009 included $3,800 in severance costs
related to a reduction in force, including the closure of our California
operations center. Twelve Months 2009 combined ratio was 74.7%
compared with 76.4% for Twelve Months 2008,

The table below presents information regarding Assurant Healths segment results of operations:

For the Years Ended December 31,
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Net eamcd premiums )m% mhu aomzdc’mlmns

ch investment income
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(1) The loss ratio is equal to policybolder benefits divided by nev earned premiums and other considerations.
(2) The expense ratio is equal to selling, underwriting and generval expenses divided by net earned preminms and other considerations and fees and other income.

(3) The combined ratio is equal to total benefits, losses and expenses divided by net carned premiwms and other considerations and fees and other income.
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

The Affordable Care Act

In March 2010, President Obama signed the Affordable Care Act.
Provisions of the Affordable Care Act have and will become effective
at various dates over the next several years. During Second Quarter
2010, management completed an extensive review of the Assurant
Health segment and considered a number of possible future strategies.
On the basis of this review, management believes that opportunities
continue to exist in the individual medical marketplace and initiated
various modifications necessary to operate in the new environment.

In November 2010, HHS issued interim final regulations with respect
to the Affordable Care Act, with a comment period continuing into
first quarter 2011. As a result, the impact of the Affordable Care Act is
clearer but not yet fully known. Management continues to modify its
business model to adapt to these new regulations and will continue to
monitor HHS and state regulatory activity for clarification and additional
regulations. Given the sweeping nature of the changes represented by
the Affordable Care Act, our results of operations and financial position
could be materially adversely affected. For more information, see
Item 1, “Risk Factors—Risk related to our industry—Recently enacted
legislation reforming the U.S. health care system may have a material
adverse effect on our financial condition and results of operations.”

Year Ended December 31, 2010 Compared to the Year
Ended December 31, 2009

Net Income/(Loss)

Segment results increased $84,249, to net income of $54,029 for Twelve
Months 2010 from a net loss of $(30,220) for Twelve Months 2009. The
increase is primarily attributable to corrective pricing actions and plan
design changes that began in late 2009. Twelve Months 2010 includes
a $17,421 (after-tax) benefit from a reserve release related to a legal
settlement, while Twelve Months 2009 included charges of $32,370
(after-tax) relating to unfavorable rulings in two claim-related lawsuits,
a restructuring charge of $2,925 (after-tax) and H1NI-related medical
charges of $2,535 (after-tax). Twelve Months 2010 results were also
affected by favorable claim reserve development and reduced expenses
associated with expense management initiatives, partially offset by
restructuring charges of $8,721 (after-tax).

Total Revenues

Total revenues decreased $14,370, or less than 1%, to $1,952,795
for Twelve Months 2010 from $1,967,165 for Twelve Months 2009.
Net earned premiums and other considerations from our individual
medical business increased $18,983, or 1%, primarily due to premium
rate increases. The effect of the premium rate increases was partially
offset by declining members that is resulting from a continued high
level of policy lapses and lower sales. Net earned premiums and other
considerations from our small employer group business decreased
$16,075, or 3%, due to a continued high level of policy lapses, partially
offset by premium rate increases. Short-term medical net earned
premiums and other considerations decreased $18,414, or 18%, due to
a reduction in policies sold, partially offset by premium rate increases.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreased $146,881, or 7%, to
$1,867,988 for Twelve Months 2010 from $2,014,869 for Twelve
Months 2009. Policyholder benefits decreased $107,243, or 8%, and

the benefit loss ratio decreased to 69.9% from 75.0%. The decrease
was primarily due to a $26,802 benefit from a reserve release related
to a legal settlement and favorable claim reserve development during
Twelve Months 2010 compared to last year, partially offset by higher
estimated claim experience in small employer group business. Twelve
Months 2009 also includes charges of $49,800 relating to unfavorable
rulings in two claim-related lawsuits. Selling, underwriting and general
expenses decreased $39,638, or 7%, primarily due to reduced employee-
related and advertising expenses, lower amortization of deferred
acquisition costs, and reduced commission expense due to lower sales
of new policies. Twelve Months 2010 includes restructuring charges of
$13,417 that were the result of expense management initiatives to help
transition the business for the post-health care reform. Twelve Months

2009 also included a restructuring charge of $4,500.

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net (Loss)/Income

Segment results decreased $150,474, or 125%, to a net loss of $(30,220)
for Twelve Months 2009 from net income of $120,254 for Twelve
Months 2008. The decrease is primarily attributable to deteriorating
claims experience caused by higher medical benefits utilization in all
products, $32,370 (after-tax) of charges relating to reserve increases
for outcomes in two unfavorable claim-related lawsuits, H1N1-related
medical services, unfavorable claim reserve development, the continuing
decline in small employer group net earned premiums and increased
expenses including $2,925 (after-tax) of restructuring costs.

Total Revenues

Total revenues decreased $81,171, or 4%, to $1,967,165 for Twelve
Months 2009 from $2,048,336 for Twelve Months 2008. Net earned
premiums and other considerations from our individual medical
business decreased $6,545, or less than 1%, while net earned premiums
and other considerations from our small employer group business
decreased $68,585, or 12%, both due to a continued high level of
policy lapses which were partially offset by premium rate increases.
The decline in small employer group business is also due to increased
competition and our adherence to strict underwriting guidelines. Also,
net investment income decreased $9,806 due to lower yields and lower
average invested assets.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses increased $152,076, or 8%, to
$2,014,869 for Twelve Months 2009 from $1,862,793 for Twelve
Months 2008. Policyholder benefits increased $151,983, or 12%,
and the loss ratio increased to 75.0% from 64.5%. The increase in the
benefit loss ratio was primarily due to deteriorating claims experience
and unfavorable claim reserve development on both individual medical
business and small employer group business due to increased utilization
and intensity of medical services, coupled with a non-proportionate
decline in net earned premiums and $49,800 of reserve increases
stemming from two separate claim related lawsuits. In addition,
policyholder benefits include $3,900 for HIN1-related medical services.
Selling, underwriting and general expenses increased $93, or less than

1%. Higher expenses including $4,500 of restructuring costs, increased
advertising expense of $8,155, and increased loss adjustment expense
were partially offset by lower amortization of deferred acquisition costs.
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Assurant Employee Benefits

Overview

The table below presents information regarding Assurant Employee Benefits” segment results of operations:
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Year Ended December 31, 2010 Compared to the Year
Ended December 31, 2009

Net Income

Segment nert income increased 51% to $63,538 for Twelve Months
2010 from $42,156 for Twelve Months 2009. The increase in net
income was primarily attributable to favorable loss experience in all
product lines. Favorable disability results and life moreality, as well as
dental pricing actions, contributed to the improvement. Twelve Months
2010 includes restructuring charges of $4,349 (after-tax) com pared to
restructuring charges of $2,445 (after-tax) in Twelve Months 2009.

Total Revenuces

Total revenues increased 4% to $1,258,935 for Twelve Months 2010
from $1,213,845 for Twelve Months 2009, Net earned premiums
increased 5% or $49,258 mainly due to assumed premiums from two
new clients in our DRMS distribution channel and the acquisition
of a block of business from Shenandoah Life Insurance Company, all
added in Fourth Quarter 2009. This was partially offset by decreases
in our direct products as a result of a challenging sales and persistency
environment which continues to affect revenue growth.

ASSURANT, INC. - 2010 Form 10-K

“or closed blocks
QaeIent practices.

holder benefits divided by net carned premivms and other considerasions.

elling, underumiting and general expenses divided by net earned preminms and other considerations and fees and other income.
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Total Benefits, Losses and Expenses

Total benefits, losses and expenses increased 1% to $1,161,808 for
Twelve Months 2010 from $1,149,971 for Tiwelve Months 2009. The
loss ratio decreased t0 69.6% in Twelve Months 2010 from 72.0% in
Twelve Months 2009 primarily due to higher net carned premiums
and favorable loss experience across the disability, life, and dental
products. Disability incidence and life mortality levels continue to be
very favorable compared to prior year.

The expense ratio decreased to 35.1% for Twelve Months 2010 from
36.4% for Twelve Months 2009 driven by higher net carned premiums
and expense management initiatives partially offsec by restructuring
charges. Twelve Months 2010 includes $6,690 in restructuring charges
compared to $3,760 in Twelve Months 2009.

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net Income

Segment net income decreased $28,401 or 40%, to $42,156 for Twelve
Months 2009 from $70,557 for Twelve Months 2008. The decrease in
net income was primarily driven by lower net earned premiums and
less favorable life, dental and disability loss experience. In addition, net
investment income was lower by $8,880 (after-tax) due to decreased
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average invested assets and lower invesument yields. In addition, net
income includes a reserve. release relared to annual reserve adequacy
studies of $2,102 (Qfm‘ mx) in Twelve Mouoths 2009 compared with
$3,485 {(afrer-tax) in Twelve Months 2008.

Total Revenues

Toral revenues decreased 5% to $1,213,845 for Twelve Months 2009
from $1,284,914 for Twelve Months 2008, Twelve Months 2008 net
carned premiums include $11,447 of single premiums on closed blocks
of business. Excluding single premiums on closed blocks of business,
net earned premiums decreased 4%, or $48,164, driven by decreases in
all products. The overall decrease is due to increased lapses and fewer
covered lives due to higher unemployment, along with a difficulc sales
environment which presents a challenge to revenue growth, Although
we added two new clients in the fourth quarter of 2009, assumed
premiums from our DRMS distribution channel decreased $7,626 or
5% for Twelve Months 2009 compared to the prior year, excluding
single premiums from closed blocks of business. An additional $4,594
of assumed premiums in the fourth quarter of 2009 is attributable to
the acquisition of a block of business from Shenandoah Life Insurance
Company. Net investment income decreased 9% or $13,662 due to
a decrease in average invested assers and lower investment yields. In
addition, Twelve Monchs 2008 included $1.294 in real estate joint

Corporate and Other

venture partnership income while Twelve Months 2009 includes a loss
of $237 from real estare joint venture partnerships.

1otal Benefits, Losses and Expenses

Total benefits, losses and expenses decreased 2 % to $1,149,971 for
Twelve Months 2009 from $1,176,500 for Twelve Months 2008. The
loss ratio increased to 72.0% from 69.8%, primarily driven by less
favorable experience across all produces with the exception of assumed
disability business through our Disability RMS distribution channel.
Overall, disability recovery rates were less favorable for Twelve Months
2009 compared with the prior year, although incidence remained steady.
Group life and dental experience were less favorable when u)mpamd
with the prior year. Dental experience was impacted by higher utilization
in Twelve Months 2009. Our annual reserve adequacy studies led to a
release of $3,234, for Twelve Months 2009 resulting in a reduction to
benefits and expenses compared with $5,362 in Twelve Months 2008

Excluding the single premiums on closed blocks of business in the
prior year, the expense ratio increased to 36.4% from 35.2% driven
by lower net earned premiums as well as additional costs incurred
with new client additions and $3,760 of restructuring costs in Twelve
Months 2009. We continued to manage expenses and experienced a 2%
or $7,915 decrease for Twelve Months 2009 in selling, underwriting
and general expenses compared with Twelve Months 2008.

The rable below presents information regarding the Corporate and Other segment’s results of operations:

g‘di Il &
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SEGMENT NET LOSS

60,646 60,669
160,438 161,846
(‘3‘%1"“3‘5(’;»)’ (35,931)
24.054) O w;v .
 (59,502) ‘5 (24,4!1) $ (260,401

Year Ended December 31, 2010 Compared to the Year
Ended Deiember 31, 2009

Net Loss
‘iegmem net loss increased $35, ()‘9' to ‘5(5‘) 502) for Twelve Months
2010 compared to a net loss of $(24,411) for Twelve Months 2009,
‘This increase is mainly due to the non-recurtence of an $83,542 (after-
tax) favorable legal setclement, net of attorney fees and allowances
for related recoverables with Willis Limited in Twelve Months 2009.
In addition, amortization of deferred gains on disposal of businesses
declined $7,836 (after-tax) as a portion of the deferred gain liability
was re-established during the fourth quarter of 2010 resulting from

I'CT(EHCI’HC!)ES o 355(117]})("1()118 associated with P()Ii&i\v’ I‘Uil»(}ﬁ. PRHKJ”}

offsetting these items is a $66,300 (after-tax) increase in realized gains
on investments.

Total Revenues

Total revenues decreased $49,033, to $76,882 for Twelve Months
2010 compared with $125,915 for Twelve Months 2009. This decrease
is primarily due to the above-mentioned favorable legal sertlement
of $139,000 with Willis Limited in Twelve Months 2009, partially
offset by increased net realized gains on investments of $102,000.
In addition, amortization of deferred gains on disposal of businesses
declined $12,055 for reasons noted above.
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Total Benefits, Losses and Expenses

Total benefits, losses and expenses remained relatively flac at $160,438
for Twelve Months 2010 compared with $161,846 for Twelve Months
2009.

Year Ended December 31, 2009 Compared to the Year
Ended December 31, 2008

Net Loss

Segment net loss improved $235,990 o $(24,411) for Twelve Months
2009 compared with $(260,401) for Twelve Months 2008. Segment
results improved mainly due to a decline in net realized losses on
investments of $243,803 (after-tax) and the above-mentioned $83,542
(after-tax) favorable legal serdlement with Willis Limited. Segment results
also include a $3,500 (after-tax) penalty to setdle the previously disclosed
SEC investigation regarding a finite reinsurance arrangement, Expenses
related to the SEC investigation, which included reimbursements of
certain SEC investigation related expenses through our director and
officer insurance coverage, were $4,076 (after-tax) lower in Twelve
Months 2009 compared with Twelve Months 2008. These improvemcms
were partially offset by a tax benefit of $88,994 related to the sale of

w inactive subsidiary included in Twelve Months 2008, $9,914 of

Goodwill Impairment

tax expense from the change in deferred rax asser valuation allowance,
previously disclosed executive compensarion expense (severance and
special retirement bonus) of $4,550 (after-tax) and a decline in net
investment income of $6,467 (after-tax).

Total Kevenues

Total revenues increased $495,748, to $125,915 for Twelve Months
2009 compared with $(369,833) for Twelve Months 2008. The
increase in revenues is mainly due to an improvement of $375,082 in
net realized losses on investments and the above-mentioned favorable
legal sertdement with Willis Limited. locluded in net realized losses
on investments were other-than-temporary impairments (“OTTI”) of
$38,660 and $340,153 for Twelve Months 2009 and Twelve Months
2008, respectively. These increases were partially offsec by a decline
of $9,949 in net investment income as a resule of lower shore-rerm
interest rates and lower average invested assets and $6,951 in lower
amortization of deferred gains on disposal of businesses.

Total Benefits, Losses and Expenses

Total expenses increased $7,090, to $161,846 in Twelve Months 2009
compared with $154,756 in Twelve Months 2008. The increase in
expenses is mainly due to additional executive compensation expense

of §7,000.

The goodwill impairment test has two steps. Step 1 of the test identifies
potential impairments at the reporting unit level, which for the Company
is the same as our operating segments, by comparing the estimated
fair value of each reporting unit to its net book value. If the estimated
fair value of a reporting unit exceeds its net book value, there is no
impairment of goodwill and Step 2 is meussary However, if the net
book value exceeds the estimated fair value, then Step 1 is failed, and Srep

2 is performed to determine the amount of the potential impairment.
Step 2 utilizes acquisition accounting guidance and requires the fair
value calculation of all individual assets and liabilities of the reporting
unit (excluding goodwill, but including any unrecognized intangible

Investments

assets). The net fair value of assets less liabilities is then compared ro the
reporting unit’s total estimated fair value as calculated in Step 1. The
excess of fair value over the net asset value equals the implied fair value
of goodwill. The implied fair value of goodwill is then compared to the
carrying value of goodwill to determine the reporting unit’s goodwill
impairment. See “Trem 7-Management’s Discussion and Analysis of
Financial Condition and Resulrs of Operations-Critical Factors Affecting
Results-Crisical Accounting Estimates-Valuation and Recoverability o“
Goodwill” and Notes 6 and 11 to the Consolidated Financial Statements
contained elsewhere in this report for more information,

The Company had total investments of $13,505,478 and §

57 832 as of December 31, 2010 and December 31, 2009,

respectively. For more

information on our investments see Note 5 to the Notes to ( onsolidated Financial Statements included elsewhere in this report.

The following table shows the credit quality of our fixed maturity securities porttolio as of the dares indicated:

As of
Fixed Mamntv ‘iecurmeu by (,red:t Quaht) (Fmr V(due) D emher 31, 2(}1(} ﬂecember 31,2009
Arn/[ i (),’188,2(3‘%// Sl 2,% % . (5,'2,,‘32,?8*—&3. 618 U
Baa 327216 304% 2,953,964 296 %
Ba . 58% A 650
B and lower 212,645 2.1 %

TOTAL
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$ 698,838 § 774,347

Net investment income increased $4,352, or 1%, to $703,190 at
December 31, 2010 from $698,838 at December 31, 2009. The increase
is due to higher invested assets partially offset by lower investment yields.

Net investment income decreased $75,509, or 10%, ro $698,838
at December 31, 2009 from $774,347 at December 31, 2008. The

decrease is due to lower overall investment yields.

The credit markets improved throughout 2010. As a result, many
securities in the portfolio have shown improved market values throughout
the period. This has led to a net unrealized gain position of $617,538 as
of December 31, 2010, compared to $281,327 as of December 31, 2009,

As of December 31, 2010, the Company owned $178,997 of securities
guaranteed by f fmm,, al guarantee insurance companies. Included in
this amount was $155,244 of municipal securities, with a credit rating

of A+ both with and without the guarantee.

The Company has exposure to sub-prime and related mortgages
within our fixed maturity security portfolio. At December 31, 2010,
approximately 2.3% of our residential mortgage-backed holdings

had exposure to sub-prime mm‘tgﬂgc collateral. This represented
approximately 0.2% of the total fixed income portfolio and 0.7% of
the rotal unrealized gain position. Of the securities with sub-prime
exposure, approximately 26% are rated as investment grade. All
residential mortgage-backed securities, including those with sub-prime
exposure, are reviewed as part of the ongoing other-than-temporary
impairment monitoring process.

As required by the fair value measurements and disclosures guidance,
the Company has identified and disclosed its financial assets in a fair
value hierarchy, which consists of the following three levels:

* Level 1 inputs utilize quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Company has the ability ro access.
e Level 2 inputs utilize other than quoted prices included in Level 1
that are observable for the asset, either directly or indirectly, for
substantially the full term of the asset. Level 2 inputs include quoted
prices for similar assets in active markets, quoted prices for identical
or similar assets in markets that are not active and in puts other than
quoted prices that are observable in the markerplace for the asset.
The observable inputs are used in valuation models to calculate the
fair value for the asser.

*Level 3 inputs are unobservable but are significant to the fair value
measurement for the asset, and include situations where there s little,
if any, market activity for the asset. These inputs reflect management’s
own assumptions abour the assumptions a market participant would
use in pricing the asset.

A review of fair value hierarchy classifications is conducted on a
quartetly basis. Changes in the observability of valuation inputs may
result in a reclassification of levels for certain securities within the fair
value hierarchy.

Level 2 securities are valued using various observable market inputs
obtained from a pricing service. The pricing service prepares estimates
of fair value measurements for our Level 2 securities using proprietary
valuation models which include observable market in puts. Observable
market inputs are the assumptions market participants would use
in prmmgﬂ the asset or liability based on marker data obrained from
independent sources. The extent of the use af each observable marker
input for a security depends on the type of security and the market
conditions at the balance sheet date.

The following observable market inputs (“standard inpurs™, listed i

the approximate arder of priority, are utilized in the pricing e’v‘duano

of Level 2 securities: benchmark yields, reported trades, broker/dealer
quotes, issuer spreads, two-sided markets, benchmark securities, bids,
offers and reference data. To price municipal bonds, the pricing service
uses material event notices and new issue data inputs in addition to
the standard inputs. To price residential and commercial mortgage-

backed securities and asset-backed securities, the pricing service uses
vendor trading platform data, monthly payment mlormdtmn and
collateral performance inputs in addition to the standard inpurs. To
price fixed marturity securities denominated in Canadian dollars, the
pricing service uses observable inputs, including but not limited to,
benchmark yields, reported trades, issuer spreads, benchmark securiries
and reference data. The pricing service also evaluates each security based
on relevant market information including: relevant credic informarion,
perceived market movements and secror news. Valuation models can
change period to period, depending on the appropriate observable
inputs that are available at the balance sheet date to price a security.

When market observable inputs are unavailable to the pricing service,
the remaining unpriced securities are submitted to independent brokers
who provide non-binding broker quotes or are priced by other qualified
sources and are categorized as Level 3 securities. The Company could
not corroborate the non-binding broker quotes with Level 2 inputs.

A non-pricing service source prices certain privately placed corporate
bonds using a model with observable inputs including, but not limited
to, the credit rating, credit spreads, sector add-ons, and issuer specific
add-ons, A non-pricing service source prices our CPI Caps using a model
with inputs including, but not limited to, the time to expiration, the
notional amount, the strike price, the forward rate, implied volatility
and the discount rate.
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Management evaluates the following factors in order to determine
whether the market for a financial asset is inactive. The factors include,
but are not limited to:

* There are few recent transactions,
* Little information is released publicly,

¢ The available prices vary significantly over time or among market
participants,

* The prices are stale (i.e., not current), and
* The magnitude of the bid-ask spread.

Hliquidity did not have a material impact in the fair value determination
of the Company’s financial assets.

The Company generally obtains one price for each financial asset. The
Company performs a monthly analysis to assess if the evaluated prices
represent a reasonable estimate of their fair value. This process involves
quantitative and qualitative analysis and is overseen by investment and
accounting professionals. Examples of procedures performed include,
but are not limited to, initial and on-going review of pricing service
methodologies, review of the prices reccived from the pricing service,
review of pricing statistics and trends, and comparison of prices for
certain securities with two different appropriate price sources for
reasonableness. Following this analysis, the Company generally uses the
best estimate of fair value based upon all available inputs. On infrequent
occasions, a non-pricing service source may be more familiar with the
market activity for a particular security than the pricing service. In
these cases the price used is taken from the non-pricing service source.
The pricing service provides information to indicate which securities
were priced using market observable inputs so that the Company can
propetly categorize our financial assets in the fair value hierarchy.

Securities Lending and Borrowing

The Company engages in transactions in which fixed maturity securities,
especially bonds issued by the U.S. government, government agencies
and authorities, and U.S. corporations, are loaned to selected broker/
dealers. Collateral, greater than or equal to 102% of the fair value of
the securities lent, plus accrued interest, is received in the form of
cash and cash equivalents held by a custodian bank for the benefit
of the Company. The use of cash collateral received is unrestricted.
The Company reinvests the cash collateral received, generally in
investments of high credit quality that are designated as available-for-
sale. The Company monitors the fair value of securities loaned and

Liquidity and Capital Resources

the collateral received, with additional collateral obtained, as necessary.
The Company is subject to the risk of loss to the extent there is a loss
on the re-investment of cash collateral.

As of December 31, 2010 and 2009, our collateral held under
securities lending, of which its use is unrestricted, was $122,219 and
$218,129, respectively, while our liability to the borrower for collateral
received was $122,931 and $220,279, respectively. The difference
between the collateral held and obligations under securities lending
is recorded as an unrealized loss and is included as part of AOCL
Al securities with unrealized losses have been in a continuous loss
position for twelve months or longer as of December 31, 2010 and
December 31, 2009. The Company includes the available-for-sale
investments purchased with the cash collateral in its evaluation of
other-than-temporary impairments.

Cash proceeds that the Company receives as collateral for the securities
it lends and subsequent repayment of the cash are regarded by the
Company as cash flows from financing activities, since the cash received is
considered a borrowing. Since the Company reinvests the cash collateral
generally in investments that are designated as available-for-sale, the
reinvestment is presented as cash flows from investing activities.

"The Company began engaging in transactions during 2010 in which
securities issued by the U.S. government and government agencies and
authorities, are purchased under agreements to resell (“reverse repurchase
agreements”). The Company may take possession of the securities
purchased under reverse repurchase agreements. Collateral, greater
than or equal to 100% of the fair value of the securities purchased, plus
accrued interest, is pledged in the form of cash and cash equivalents or
other securities, as provided for in the underlying agreement to selected
broker/dealers. The use of the cash collateral pledged is unrestricted.
Interest earned on the collateral pledged is recorded as investment
income. As of December 31, 2010, we had $14,370 of receivables
under securities loan agreements which is included in other assets on
the consolidated balance sheets.

The Company enters into these reverse repurchase agreements in order
to initiate short positions in its investment portfolio. The borrowed
securities are sold in the marketplace. The Company records obligations
to return the securities that we no longer hold as a liability. The
financial liabilities resulting from these borrowings are carried at fair
value with the changes in value reported as realized gains or losses.
As of December 31, 2010, we had $14,281 of obligations to return
borrowed securities which is included in accounts payable and other
liabilities on the consolidated balance sheets.

Regulatory Requirements

Assurant, Inc. is a holding company, and as such, has limited direct
operations of its own. Our holding company assets consist primarily
of the capiral stock of our subsidiaries. Accordingly, our future cash
flows depend upon the availability of dividends and other statutorily
permissible payments from our subsidiaries, such as payments under our
tax allocation agreement and under management agreements with our
subsidiaries. The ability to pay such dividends and to make such other
payments will be limited by applicable laws and regulations of the states
in which our subsidiaries are domiciled, which subject our subsidiaries
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to significant regulatory restrictions. The dividend requirements and
regulations vary from state to state and by type of insurance provided
by the applicable subsidiary. These laws and regulations require, among
other things, our insurance subsidiaries to maintain minimum solvency
requirements and limit the amount of dividends these subsidiaries
can pay to the holding company. Along with solvency regulations,
the primary driver in determining the amount of capital used for
dividends is the level of capital needed to maintain desired financial
strength ratings from A. M. Best. Given recent economic events that
have affected the insurance industry, both regulators and rating agencies
could become more conservative in their methodology and criteria,
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including increasing capital requirements for our insurance subsidiaries
which, in turn, could negatively affect our capital resources. For 2011,
the maximum amount of distributions our U.S. insurance subsidiaries
could pay, under applicable laws and regulations without prior regulatory
approval, is approximately $614,362. In total, we have taken dividends,
net of infusions, of $832,300 from our operating companies during
2010. We anticipate that we will be able to rake dividends in 2011 of
at least equal to operating company earnings.

Liquidity

As of December 31, 2010, we had approximately $878,622 in capital
at the holding company. Excluding our $250,000 capital buffer against
tail-event risks, we have $628,622 in deployable capital. Dividends or
returns of capital paid by our subsidiaries were $886,200, $703,099
and 453,303 for the years ended December 31, 2010, 2009 and 2008,
respectively. We use these cash inflows primarily to pay expenses, to
make interest payments on indebtedness, to make dividend payments
to our stockholders, to make subsidiary capital contributions, to fund
acquisitions and to repurchase our outstanding shares.

In addition to paying expenses and making interest payments on
indebtedness, our capital management strategy provides for several
uses of the cash generated by our subsidiaries, including without
limitation, returning capital to shareholders through share repurchases
and dividends, investing in our businesses to support growth in targeted
areas, and making prudent and opportunistic acquisitions. During
2010, 2009 and 2008 we made share repurchases and dividends of
$602,568, $101,545 and $122,672, respectively.

The primary sources of funds for our subsidiaries consist of premiums and
fees collected, the proceeds from the sales and maturity of investments
and investment income. Cash is primarily used to pay insurance claims,
agent commissions, operating expenses and taxes. We generally invest
our subsidiaries’ excess funds in order to generate investment income.

We conduct periodic asset liability studies to measure the duration of
our insurance liabilities, to develop optimal asset portfolio marurity
structures for our significant lines of business and ultimarely to assess
that cash flows are sufficient to meet the timing of cash needs. These
studies are conducted in accordance with formal company-wide Asset
Liability Management ("ALM”) guidelines.

To complete a study for a particular line of business, models are
developed to project asset and liability cash flows and balance sheet items
under a large, varied set of plausible economic scenarios. These models
consider many factors including the current investment portfolio, the
required capital for the related assets and liabilities, our tax position and
projected cash flows from both existing and projected new business.

Alternative asset portfolio structures are analyzed for significant lines
of business. An investment portfolio maturity structure is then selected
from these profiles given our return hurdle and risk preference. Sensitivity
testing of significant liability assumptions and new business projections
is also performed.

Our liabilities have limited policyholder optionality which results in
policyholder behavior that is relatively insensitive to the interest rate
environment. In addition, our investment portfolio is largely comprised
of highly liquid fixed maturity securities with a sufficient component
of such securities invested that are near maturity which may be sold
with minimal risk of loss to meet cash needs. Therefore, we believe we

have limited exposure to disintermediation risk.

Generally, our subsidiaries’ premiums, fees and investment income,
along with planned asset sales and maturities, provide sufficient cash to
pay claims and expenses. However, there are instances when unexpected
cash needs arise in excess of that available from usual operating sources.
In such instances, we have several options to raise needed funds,
including selling assets from the subsidiaries’ investment portfolios,
using holding company cash (if available), issuing commercial paper,
or drawing funds from our revolving credit facility. In addition, we
have filed an automatically effective shelf registration statement on
Form S-3 with the SEC. This registration statement allows us to issue
equity, debt or other types of securities through one or more methods
of distribution. The terms of any offering would be established at the
time of the offering, subject to market conditions. If we decide to
make an offering of securities, we will consider the nature of the cash
requirement as well as the cost of capital in determining what type of
securities we may offer.

On January 14, 2011, we announced that our Board of Directors
declared a quarterly dividend of $0.16 per common share payable on
March 14, 2011 to stockholders of record as of February 28, 2011. We
paid dividends of $0.16 on December 13, 2010, September 14, 2010
and June 8, 2010 and $0.15 per common share on March 8, 2010. We
paid dividends of $0.15 on December 14, 2009, September 15, 2009
and June 9, 2009 and $0.14 per common share on March 9, 2009.
Any determination to pay future dividends will be at the discretion of
our Board of Directors and will be dependent upon: our subsidiaries’
payment of dividends and/or other statutorily permissible payments to
us; our results of operations and cash flows; our financial position and
capital requirements; general business conditions; legal, tax, regulatory
and contractual restrictions on the payment of dividends; and other
factors our Board of Directors deems relevant.

During the year ended December 31, 2010, the Company repurchased
15,224,645 shares of its outstanding common stock at a cost of
$532,950. On January 18, 2011, the Company’s Board of Directors
authorized the Company to repurchase up to an additional $600,000 of
its outstanding common stock, making its total authorization $805,587
at that date. The timing and the amount of future repurchases will
depend on market conditions and other factors.

Management believes that we will have sufficient liquidity to satisfy
our needs over the next twelve months, including the ability to pay
interest on our senior notes and dividends on our common shares.

Retirement and Other Employee Benefits

We sponsor a qualified pension plan, the (“Assurant Pension Plan”)
and various non-qualified pension plans along with a retirement health
benefits plan covering our employees who meet specified eligibility
requirements. The reported expense and liability associated with these
plans requires an extensive use of assumptions which include, but are
not limited to, the discount rate, expected return on plan assets and
rate of future compensation increases. We determine these assumptions
based upon currently available market and industry data, and historical
performance of the plan and its assets. The actuarial assumptions used
in the calculation of our aggregate projected benefit obligation vary
and include an expectation of long-term appreciation in equity markets
which is not changed by minor short-term market fluctuations, but
does change when large interim deviations occur. The assumptions we
use may differ materially from actual results due to changing market

and economic conditions, higher or lower withdrawal rates or longer
or shorter life spans of the participants.
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The Pension Protection Act of 2006 (‘PPA”) requires certain qualified
plans, like the Assurant Pension Plan, to meet specified funding
thresholds. If these funding thresholds are not met, there are negative
consequences to the Assurant Pension Plan and participants. If the funded
percentage falls below 80%, full payment of lump sum benefits as well
as implementation of amendments improving benefits are restricted.

As of January 1, 2010, the Assurant Pension Plan’s funded percentage
was 113% on a PPA calculated basis. Therefore, benefit and payment
restrictions did not occur during 2010. The 2010 funded measure
will also be used to determine restrictions, if any, that can occur
during the first nine months of 2011. Due to the funding status of
the Assurant Pension Plan in 2010, no restrictions will exist before
October 2011 (the time that the January 1, 2011 actuarial valuation
needs to be completed). Also, based on the estimated funded status as
of January 1, 2011, we do not anticipate any restrictions on benefits
for the remainder of 2011.

The Assurant Pension Plan was under-funded by $96,278 and $87,977
(based on the fair value of the assets compared to the projected
benefit obligation) on a GAAP basis at December 31, 2010 and
2009, respectively. This equates to an 85% and 84% funded status
at December 31, 2010 and 2009, respectively. The change in under-
funded status is mainly due to a decrease in the discount rate used to
determine the projected benefit obligation, which is partially offset by
better than expected asset performance.

In prior years we established a funding policy in which service cost
plus 15% of the Assurant Pension Plan deficit is contributed annually.
During 2010, we contributed $40,000 in cash to the Assurant Pension
Plan. We expect to contribute at least $40,000 in cash to the Assurant
Pension Plan over the course of 2011. See Note 22 to the Consolidated
Financial Statements included elsewhere in this report for the components
of the net periodic benefit cost.

The impact of a 25 basis point change in the discount rate on the 2011
projected benefit expense would result in a change of $2,300 for the
Assurant Pension Plan and the various non-qualified pension plans and
$300 for the retirement health benefit plan. The impact of a 25 basis
point change in the expected return on assets assumption on the 2011
projected benefit expense would result in a change of $1,400 for the
Assurant Pension Plan and the various non-qualified pension plans
and $100 for the retirement health benefits plan.

Commercial Paper Program

The Company’s commercial paper program requires the Company
to maintain liquidity facilities either in an available amount equal to
any outstanding notes from the program or in an amount sufficient to
maintain the ratings assigned to the notes issued from the program. Our
commercial paper is rated AMB-2 by A.M. Best, P-2 by Moody’s and
A2 by S&P. The Company’s subsidiaries do not maintain commercial
paper or other borrowing facilities at their level. This program is
currently backed up by a $350,000 senior revolving credit facility,
of which $325,604 was available at December 31, 2010, due to

outstanding letters of credit.

On December 18, 2009, the Company entered into a three-year
unsecured revolving credit agreement (“2009 Credit Facility”) with a
syndicate of banks arranged by JP Morgan Chase Bank, Inc. and Bank
of America, Inc. The 2009 Credit Facility provides for revolving loans
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and the issuance of multi-bank, syndicated letters of credit and/or letters
of credit from a sole issuing bank in an aggregate amount of $350,000
and is available until December 2012, provided the Company is in
compliance with all covenants. The agreement has a sublimit for letters
of credit issued under the agreement of $50,000. The proceeds of these
loans may be used for the Company’s commercial paper program or
for general corporate purposes.

The Company did not use the commercial paper program during the
twelve months ended December 31, 2010 and 2009 and there were
no amounts relating to the commercial paper program outstanding
at December 31, 2010 and December 31, 2009. The Company
made no borrowings using the 2009 Credit Facility and no loans are
outstanding at December 31, 2010. The Company does have $24,396
of letters of credit outstanding under the 2009 Credit Facility as of
December 31, 2010.

The 2009 Credit Facility contains restrictive covenants, all of which
were met as of December 31, 2010. These covenants include (but are
not limited to):

(i) Maintenance of a maximum debt to total capitalization ratio on
the last day of any fiscal quarter of not greater than 35%, and

(i) Maintenance of a consolidated adjusted net worth in an amount
not less than the “Minimum Amount”. For the purpose of this
calculation the “Minimum Amount” is an amount equal to
the sum of (a) the base amount $3,352,474 plus (b) 50% of
consolidated net income for each fiscal quarter (if positive) ending
after December 31, 2009, plus (c) 50% of the net proceeds of
any issuance of Capital Stock or Hybrid Securities received after
September 30, 2009.

At December 31, 2010, our ratio of debt to total capitalization was
18%, the consolidated Minimum Amount described in (ii) above
was $3,588,159 and our actual consolidated adjusted net worth as
calculated under the covenant was $4,500,013.

In the event of the breach of certain covenants all obligations under the
facility, including unpaid principal and accrued interest and outstanding
letters of credit, may become immediately due and payable.

Senior Notes

We have two series of senior notes outstanding in an aggregate principal
amount of $975,000. The first series is $500,000 in principal amount,
bears interest at 5.625% per year and is due February 15, 2014.
The second series is $475,000 in principal amount, bears interest at
6.750% per year and is due February 15, 2034. Our senior notes are
rated bbb by A.M. Best, Baa2 by Moody’s and BBB by S&P, as of
December 31, 2010.

Interest on our senior notes is payable semi-annually on February 15
and August 15 of each year. The interest expense incurred related to the
Senior Notes was $60,188 for the years ended December 31, 2010, 2009
and 2008, respectively. The senior notes are unsecured obligations and
rank equally with all of our other senior unsecured indebtedness. The
senior notes are not redeemable prior to maturicy.

In management’s opinion, dividends from our subsidiaries together
with our income and gains from our investment portfolio will provide
sufficient liquidity to meet our needs in the ordinary course of business.
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ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

Cash Flows

We monitor cash Hows at the consolidated, holding company and subsidiary levels. Cash flow forecasts at the consolidated and subsidiary levels are
provided on a monthly basis, and we use tend and variance analyses to project futire cash needs making adjusements to the forecasts when needed.

The table below shows our recent net cash flows:

Net cash provided by (used in):

Operating activities !

ing activities
Financing activitie
NF T CHANGE\

(1) Includes effect of exchange rates changes on cash and zm/r ¢qzmz/7/(/mr

Cash Flows for the Years Ended
December 31, 2010, 2009 and 2008

Operating Activities

We typically generate operating cash inflows from premiums collected
from our insurance products and income received from our investments
of policy acquisition costs, benefits paid, and

while outflows con
operating expenses. These net cash flows are then invested to support the
obligations of our insurance products and required capital supporting
these products, Our cash flows from operating activities are affected
by the timing of premiums, fecs, and investment income received and
expenses paid.

Net cash provided by operating activities was $540,313 and $278,963
for the years ended December 31, 2010 and 2009, respectively. The
increased operating activity cash flow is primarily due to an increase in
net written preminms in our Assurant Solutions and Assurant Specialty
Property segments.

Net cash provided by operating activities was $278,963 and $976,857
for the years ended [)cmmbcx 31, 2009 and 2008, respectively. The
decrease in cash provided by operating activities was primarily due to
reduced gross written premium and greater claim payments made in
2009, primarily the result of deteriorating economic conditions and
payments associated with hurricanes lke and Gustav which occurred

in the second half of 2008.

For the Years Ended December 31,
2009 2008

Investing Activiries

Net cash (used in) provided by investing activities was $(8,876)
and $141,467 for the years ended December 31, 2010 and 2009,
respectively. The change in investing activities is primarily due to an
increase in purchases of fixed maturity securities and changes in our
short-term investments.

Net cash provided by (used in) investing activities was $141,467
and $(329,003) for the years ended December 31, 2009 and 2008,
respectively. The change in investing activities was primarily due to
fewer purchases of short-term investments, commercial mortgage
loans, fixed maturity securities and equity securities, pardially offset by

a decrease in sales of fixed marturity and equity securities.

Financing Activities

Net cash used in financing activities was $699.473 and $142,562
for the years ended Deccmbcr 31,2010 and 2009, respectively. The
increase in cash used in f mnu% » activities is primarily due to increased
repurchases of our commaon stock and changes in our obligation under
securities lending.

Net cash used in financing activities was $142,562 and $412,134

for the years ended December 31, 2009 and 2008, respectively. The
tivities was primarily due to the

decrease in cash used in financing «
change in obligation under securities lending, fewer repurchas
common stock and a decrease in the redemption of mandartorily
redeemable preferred stock.

‘The rable below shows our cash outflows for interest and dividends for the periods indicated:

For the Years Ended December 31,
2009 2008

"» (O 8"59

T ()TAL

}3(},165 %

124,‘551
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ITEM 7A Quantitative and Qualitative Disclosures About Marker Risk

Commitments and Contingencies

We have obligations and commitments to third parties as a result of our aperarions. These obligations and commitrnents, as of December 31, 2010,

are detailed in the table below by maturity date as of the dares indicated:

As of December 31, 2010

1,796,81

(1) Insurance liabilities reflect estimated cash payments to !7« macle to /ro!'u yholders.

Tcttgl Less than 1 year

1-3 years ’ 3-5 years More thag 5 years

(2) During February 2011, all outstanding mandatory redeernable preferred stock shares were redeemed.

Liabilities for future policy benefits and expenses of $8,105,153 and claims and benefits payable of $3
Significant uncertainties relating to these liabilities include mortality, morbidity, expenses, persistency,
I[l\’ﬁ,&tlnent returns, II\HJU(ML coniract terms (lnd tilﬁ 1“?)\“% U{ pvl}/ ments,

commitments and contingencies table.

Letters of Credit

In the normal course of business, letters of credir are issued primarily to
support reinsurance arrangements. These letters of credic are snpp(}rt@d by
commitments with financial institutions. We had approximately $24,946
and $28,566 of lerters of credit outstanding as of December 31, 2010
and December 31, 2009, {'CSPC?(IWCE}’.

351,169 have been included in the

Off-Balance Sheet Arrangements

The Company does not have any off-balance sheet arrangements that
are reasonably likely to have a material effect on the financial condition,
results of operations, liquidity, or capital resources of the Company.

ITEM 7A Quantitative and Qualitative Disclosures

About Market Risk

As a provider of insurance products, effective risk management
is fundamental to our ability to protect both our customers” and
stockholders interests. We are exposed to potential loss from various
market risks, in particular interest rate risk and credit risk. Additionally,
we are exposed to inflarion risk and to a lesser extent foreign currency risk.

Interest rate risk is the possibility that the fair value of labilities will
change more or less than the market value of investments in response
to changes in interest rates, including changes in investment yields and
changes in spreads due to credit risks and other factors.

Credit risk is the possibility that counterparties may not be able to meer
paymcm obligations when they become due. We assume counterparty
credit risk in many forms. A counterparty is any person or entity from
which cash or other forms of consideration are u\pgugd to extinguish

ASSURANT, INC. - 2010 Form 10-K

a liability or obligation to us. Primarily, our credit risk exposure is
ancentrated in our fixed marurity investment portfolio and, o a lesser
extent, in our reinsurance recoverables.

Inflation risk is the possibiliry that a change in domestic price levels
7 fat

produces an adverse effect on earnings. This rypically happens when

cither invested assers or Habilities, buc not both is indexed to inflation.

Foreign exchange risk is the possibility that changes in exchange rates
produce an adverse effect on carnings and equity when measured in
domestic currency. This risk is Lugc\st when assets backing liabilities
payable in one currency are invested in financial instruments of another
currency. Our general principle is to invest in assets that match the
currency in which we expect the liabilities to be paid.



Interest Rate Risk

PART 11

ITEM 7A Quantitative and Qualitative Disclosures About Market Risk

ensitive

Interest rate risk arises as we invest substandal funds in inter
fixed income assets, suchas fixed maturity securities, moregage-backed and
asset-backed securities and commercial mortgage loans, primarily in the
United States and Canada. There are two forms of interest rate risk-—price
risk and reinvesement risk. Price risk occurs when fuctuations in interest
rates have a direct impact on the marketvaluaton of these investments.
As interest rates rise, the market value of these investments falls, and
conversely, as interest rates fall, the market value of these investments
rise. Reinvestment risk occurs when fluctuations in interest rates have a
direct impact on expected cash flows from mortgage-backed and asset-
backed securities. As interest rates fall, an increase in prepayments on these
assets results in earlier than expected receipt of cash flows forcing us to
reinvest the proceeds in an unfavorable lower interest rate eavironment.
Conversely, as interest rates rise, a decrease in prepayments on these assets
results in later than expected receipt of cash lows forcing us to forgo
reinvesting in a favorable higher interest rate environment.

We manage interest rate risk by selecting investments with characteristics
such as dumr.mn, vield, currency and liquidity tailored to the anricipated
cash outflow characteristics of our insurance and reinsurance liabilities.

Our group long-term disability reserves are alse sensitive to interest
rates. Group long-term disability and group term life waiver of premium
reserves are discounted to the valuation date at the valuation interest rate.
The valuation interest rate is determined by taking into consideration
actual and expected earned rates on our asset portfolio,

The interest rate sensitivity relating to price risk of our fixed maturity
securities is assessed using hypothetical scenarios that assume several
positive and negative parallel shifts of the yield curves. We have assumed
that the United States and Canadian yield curve shifts are of equal
direction and magnitude. The individual securities are repriced under
each scenario using a valuation model. For investments such as callable
bonds and mortgage-backed and asset-backed securities, a prepayment
maodel was used in um)ummm with a valuation model. Qur actual
experience may differ from the results noted below particularly due to
assumptions utilized ot if events occur that were not included in the
methodology. The following tables summarize the results of this analysis
for bonds, mortgage-backed and asset-backed securities held in our
investment portfolio as of the dates indicared:

INTEREST RATE MOVEMENT ANALYSIS OF MARKET VALUE OF FIXED MATURITY SECURITIES INVESTMENT PORTFOLIO

As of December 31, 2010
Total m

arketvalue
% Chaf)gg in market value from E'mr, case

§ Change

i ma,iwt vaim‘ Frami base o

Se

As of December 31, 2(}09 -100 -50
Toulmadervalue % 10680018 ¢ 1031639 ¥ 9
Changc in market value from base case 7.16 % 3.51 % (6. f)’))%

}35 Change in mazku mfms Trom base vase

The interest rate sensitivity relating to reinvestment risk of our fixed
maturity securities is assessed using hypothetical scenarfos that assttme
purchases in the primary market and considers the effects of interese
The effects of embedded options incliding call or put

rates on sales.
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features are not considered. Crur actual resules may differ from the
results noted below particularly due w assumptions utilized or if events
occur that were not included in the methodology.

The following tables summarize the resules of this analysis on our reported portfolio yield as of the daves indicared:

As efDecemb{r 31, 2010
{’arif:’oim yield =

Basis point change in portfolio vield

VESTMENT

PORTFOLIO

As of December 31, ZGO‘} ) -1 00
P{vriﬁ)h vjeld ' : . 580 %

Basis point change in portfolio yield (0.09)%

595%
0.04 %

5850, 58906

004% e 0%

0. (J‘) %

Credit Risk

We have exposure to credit risk primarily from customers, as a holder
of fixed maturity securities and by entering into reinsurance cessions,

Our risk management strategy and investment policy is to invest in
debt instruments of high credic quality issuers and to limic the amount
of credit exposure with respect to any one issuer. We attempt to limit
our credit exposure by impaosing fixed maturity portfolio limits on

individual issuers based upon eredit quality. Currently our portfolio
limits are 1.5% for issuers rated AA- and above, 1% for issuers rated
A- to A+, 0.75% for issuers rated BBB- to BBB+ and 0.38% for
issuers rated BB- to BB+. These portfolio limits are further reduced
for certain issuers with whom we have credit exposure on reinsurance
" s\ \[1 f {’ - QR patinoe l.A'
agreements. We use the lower of Moody’s or S&Is ratings to determine
an issuer’s rating.

ASSURANT; INC. - 2010 Form 10-K
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The following table presents our fixed maturity investment portfolio by ratings of the nationally recognized sccurities rating organizations as of

the dates indicated:

December 31, 2010 December 31, 2009
Rating Fair Value Percentage of Total Fair Value Percentage of Total
Aadlhall % Bassans 6% b s 6%
Baa . 53,964 30 %
By 618465 98 %
B and lower 278 665 2 %
TOTAL $ 10612552 100 %

We are also exposed to the credit risk of our reinsurers. When we reinsure,
we are still liable to our insureds regardless of whether we get reimbursed
by our reinsurer. As part of our overall risk and capacity management
strategy, we purchase reinsurance for certain risks underwritten by
our various business segments as described above under “lrem 7
Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Reinsurance.”

The Company had $4,997,316 and $4,231,734 of reinsurance
recoverables as of December 31, 2010 and 2009, respectively, the
majority of which are protected from credit risk by various types
of risk mitigation mechanisms such as trusts, letters of credit or by
withholding the assets in a modified coinsurance or co-funds-withheld
arrangement. For example, reserves of $1,185,687-and $2,303,221

as of December 31, 2010 and $1.,221,513 and $1,569,252 as of

December 31, 2009, relating to two large coinsurance arrangements
with The Hartford and John Hancock (a subsidiary of Manulife
Financial Corporation), respectively, related to sales of businesses are

Inflation Risk

held in trusts. If the value of the assets in these trusts falls below the
value of the associated liabilities, The Hartford and John Hancock,
as the case may be, will be required to put more assets in the trusts,
We may be dependent on the financial condition of The Hartford
and John Hancock, whose A.M. Best ratings are currently A and
A+, respectively. A.M. Best recently placed a negative outlook on the
financial strength ratings of John Hancock and a stable outlook on the
financial strength ratings of The Hartford. For recoverables that are not
protected by these mechanisms, we are dependent solely on the credit
of the reinsurer. Occasionally, the credit worthiness of the reinsurer
becomes questionable. See “frem 1A-Risk Factors—Risks Related
to Our Company—Reinsurance may not be available or adequate
to protect us against losses, and we are subject to the credit risk of
reinsurers” and “—We have sold businesses through reinsurance thar
could again become our direct financial and administrative responsibility
if the purchasing Companies were to become insolvent”. A majority
of our reinsurance exposure has been ceded to companies rated A- or

better by A.M. Best.

Inflation risk arises as we invest substantial funds in nominal assess

which are not indexed to the level of inflation, whereas the underlying
liabilities are indexed to the level of inflation. Approximately 7% and
9% of Assurant preneed insurance policies, with reserves of $316,033
and $341,956 as of December 31, 2010 and 2009, respectively, have

death benefits that are guaranteed ro grow with the CPL In times of

rapidly rising inflation, the credited death benefit growth on these
liabilities increases relative to the investment income earned on the

Foreign Exchange Risk

nominal assets resulting in an adverse impact on earnings. We have
pardally mitigated this risk by purchasing derivative contracts with
payments tied to the CPL See “~Derivatives”.

In addition, we have inflation risk in our individual and small employer
group health insurance businesses to the extent thar medical costs
increase with inflation, and we have not been able to increase premiums
to keep pace with inflation.

We are exposed to foreign exchange risk arising from our international
operations, mainly in Canada. We also have foreign exchange risk
exposure to the British pound, Brazilian Real, Euro, Mexican Peso
and Argentine Peso. However, total invested assets denominated in
currencies other than the Canadian dollar were less than 2% of our
total invested assets at December 31, 2010 and 2009,

Foreign exchange risk is mitigated by matching our liabilities under
insurance policies that are payable in foreign currencies with investments
that are denominated in such currency. We have not established any
hedge to our foreign currency exchange rate exposure.

The foreign exchange risk sensitivity of our fixed macurity securities denominated in Canadian dollars, whose balance was $1,399,042 and
$1,141,656 of the total as of December 31, 2010 and 2009, respectively, on our entire fixed maturity portfolio is summarized in the following tables:

FOREIGN EXCHANGE MOVEMENT ANALYSIS OF MARKET VALUE OF FIXED MATURITY SECURITIES ASSETS

As of December 31, 2010

Foreign exchange spot rate at December 31, 2010,
US Dollar to Canadian Dollar

al matket

-10 Y%
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As of December 31, 2009

Foreign exchange spot rate at December 31, 2009,
US Dollar to Canadian Dollar

fmai market value

% Lha_ngc of market valm fmm base case

§ chanpe ¢ ket vahie fmm base case

“The foreign exchange risk sensitivity of our conselidated net income
is assessed using hypothetical test scenarios that assume earnings in
Canadian dollars are recognized evenly throughout a period. Our
actual results may differ from the results noted below particularly
due to assumptions utilized or if events occur that were not included
in the methodology. For more information on this risk. Please see

FOREIGN EXCHANGE MOVEMENT ANALYSIS OF NET INCOME

H) %

$ w086 §
0.57 %
4 e g

“Item 1A—Risk Factors-Risk Related to Our Company~——Fluctuations
in the exchange rate of the U.S. dollar and other foreign currencies
may materially and adversely affect our results of operations”. The
following rables summarize the results of this analysis on our reporred
net income as of the dates indicated:

As of December 31, 2010

Foreign exchange daily average rate for the year
ended December 31, 2010, US Dollar to
Canadian Dollar

Net mcm‘m»

-10 %

& % 10 %

As of December 31, 2009

Foreign exchange daily average rare for the year ended

Decembcr 31, 2009, us Doliar‘ to Canadian Dollar -10 %
(0.63)%
ey

”/o LhangL of net income fxom base case

& Chanoe of Betincore from b Base Case

Derivatives

; 5 % 0 5 9% 10 %

429208 430574 % 431940 3,305
©032% % 0.32 % 0.63 %
e 8w age Sa

Derivatives are financial instruments whose values are derived from

interest rates, foreign exchange rates, financial indices or the prices of

securities or commodities. Derivative financial instruments may be
exchange-traded or contracted in the over-the-counter market and
include swaps, futures, eptions and forward contracts.

Under insurance statutes, our insurance companies may use derivative
financial instruments to hedge actual or antdcipated changes in their
assets or liabilities, to replicate cash markert instruments or for certain
income-generating activities. These statutes generally prohibir the
use of derivatives for speculative purposes. We generally do not use
derivative financial instruments.

We have purchased CONtracts to cap the inflation risk exposure inherent
in some of our prenced insurance policies.

In accordance with the guidance on embedded derivatives, we have
bifurcated the modified coinsurance agreement with The Hartford into
its debt host and embedded derivative (rotal return swap) and recorded
the embedded derivative at fair value in the consolidated balance sheets
The invested assets related to this modified coinsurance agreement
are included in other investments on the consolidared balance sheets.

ITEM 8 Financial Statements and Supplementary Data

The consolidated financial statements and financial stacement schedules in Parc 1V, Item 15(a) 1 and 2 of this report are incorporated by reference

into this ltem 8,
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ITEM 9 Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

ITEM 9 Changes in and Disagreements with Accountants
on Accounting and Financial Disclosure

There have been no disagreements with accountants on accounting and financial disclosure.

ITEM 9A Controls and Procedures

Disclosure Controls and Procedures

The management of Assurant is responsible for establishing and
maintaining effective disclosure controls and procedures, as defined
under Rules 13a-15 and 15d-15 of the Securities Exchange Act of
1934, as amended (the “Exchange Act”). As of December 31, 2010,
an evaluation was performed under the supervision and with the
participation of the Company’s management, including the chief
executive officer and chief financial officer, of the effectiveness of the
design and operation of Assurant’s disclosure controls and procedures.

Based on that evaluation, management concluded that Assurant’s
disclosure controls and procedures as of December 31, 2010, were
effective to provide reasonable assurance that information required to
be disclosed by Assurant in the reports Assurant files or submits under
the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the applicable rules and forms
and that it is accumulated and communicated to our management, as
appropriate, to allow timely decisions regarding required disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and
maintaining adequate internal control over financial reporting for
the Company as defined in Rule 13a-15(f) under the Exchange Act.

A company’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for
external purposes in accordance with accounting principles generally
accepted in the United States. A company’s internal control over
financial reporting includes policies and procedures that (1) pertain
to the maintenance of records that in reasonable detail accurately
and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance
with accounting principles generally accepted in the United States, and
that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use or disposition of
the company’s assets that could have a material effect on the financial
statements. Because of its inherent limitations, internal control over
financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject

ITEM 9B Other Information

None.
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to the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

The Company’s management assessed its internal control over financial
reporting as of December 31, 2010 using criteria established in “Internal
Control—Integrated Framework” issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

Management, including the Company’s chief executive officer and
its chief financial officer, based on their evaluation of the Company’s
internal control over financial reporting (as defined in Exchange Act
Rule 13a-15(f)), have concluded that the Company’s internal control
over financial reporting was effective as of December 31, 2010.

The effectiveness of the Company’s internal control over financial reporting
as of December 31, 2010 has been audited by PricewaterhouseCoopers
LLP, an independent registered public accounting firm, as stated in
their report which appears herein.

There have been no changes in the Company’s internal control over
financial reporting that occurred during the Company’s fourth fiscal
quarter in 2010 that have materially affected, or are reasonably likely to
materially affect, the Company’s internal control over financial reporting.



PART III

ITEM 10 Directors, Executive Officers

and Corporate Governance

'The information regarding executive officers in our upcoming 2011
Proxy Statement (“2011 Proxy Statement”) under the caption “Executive
Officers” is incorporated herein by reference. The information regarding
directors in the 2011 Proxy Statement, under the caption “Election of
Directors” in “Proposal One” is incorporated herein by reference. The
information regarding compliance with Section 16(a) of the Exchange
Act in the 2011 Proxy Statement, under the caption “Section 16(a)

Code of Ethics

Beneficial Ownership Reporting Compliance” is incorporated herein
by reference. The information regarding the Compensation Committee,
the Nominating and Corporate Governance Committee and the Audit
Committee in the 2011 Proxy Statement under the captions “Nominating
and Corporate Governance Committee” and “Audit Committee” in
“Corporate Governance” is incorporated herein by reference.

The Assurant Code of Ethics applies to all directors, officers and
employees of Assurant, including the principal executive officer,
principal financial officer and principal accounting officer. The Code
of Ethics and our Corporate Governance Guidelines are posted in
the “Corporate Governance” subsection of the “Investor Relations”

section of our website at www.assurant.com which is not incorporated
by reference herein. We intend to post any amendments to or waivers
from the Code of Ethics that apply to our executive officers or directors
on our website.

ITEM 11 Executive Compensation

The information in the 2011 Proxy Statement under the captions
“Compensation Discussion and Analysis”, “Compensation of
Named Executive Officers” and “Compensation of Directors” is
incorporated herein by reference. The information in the 2011 Proxy

Statement regarding the Compensation Committee under the captions
“Compensation Committee”, “Compensation Committee Interlocks
and Insider Participation” and “Compensation Committee Report” in
“Corporate Governance” is incorporated herein by reference.

ITEM 12 Security Ownership of Certain Beneficial Owners
and Management and Related Stockholder Matters

The information in the 2011 Proxy Statement under the captions “Securities Authorized for Issuance Under Equity Compensation Plans,”
“Security Ownership of Certain Beneficial Owners” and “Security Ownership of Management” is incorporated herein by reference.
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ITEM 13 Certain Relationships and Related Transactions, and Director Independence

ITEM 13 Certain Relationships and Related Transactions,

and Director Independence

The information in the 2011 Proxy Statement under the captions “Transactions with Related Persons” and “Director Independence” in “Corporate
Xy p P p
> . .
Governance” is incorporated herein by reference.

ITEM 14 Principal Accounting Fees and Services

The information in the 2011 Proxy Statement under the caption “Fees of Principal Accountants” in “Audit Committee Matters” is incorporated
y
herein by reference.
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PART IV

ITEM 15 Exhibits and Financial Statement Schedules

(a)1. Consolidated Financial Statements

The following consolidated financial statements of Assurant, Inc., incorporated by

reference into Item 8, are attached hereto:

Consolidated Financial Statements of Assurant, Inc.

Report of Independent Registered Public Accounting Firm F-1
Assurant, Inc. Consolidated Balance Sheets at December 31, 2010 and 2009 F-2
Assurant, Inc. Consolidated Statements of Operations For Years Ended December 31, 2010, 2009 and 2008 F-3
Assurant, Inc. Consolidated Statements of Changes in Stockholders’ Equity For Years Ended

December 31, 2010, 2009 and 2008

F-4

Assurant, Inc. Consolidated Statements of Cash Flows For Years Ended December 31, 2010, 2009 and 2008 F-6

Assurant, Inc. Notes to Consolidated Financial Statements-December 31, 2010, 2009 and 2008

(a)2.

F-7

Consolidated Financial Statement Schedules

The following consolidated financial statement schedules of Assurant, Inc. are attached hereto:

Schedule I—Summary of Investments other than Investments in Related Parties
Schedule II—Parent Only Condensed Financial Statements

Schedule I1I—Supplementary Insurance Information

Schedule IV—Reinsurance

Schedule V—Valuation and Qualifying Accounts

F-59
F-60
F-63
F-64
F-65

*All other schedules are omitted because they are not applicable, not required, or the information is included in the financial statements or the

notes thereto.

(a)3. Exhibits

Pursuant to the rules and regulations of the SEC, the Company has
filed or incorporated by reference certain agreements as exhibits to
this Annual Report on Form 10-K. These agreements may contain
representations and warranties by the parties. These representations and
warranties have been made solely for the benefit of the other party or
parties to such agreements and (i) may have been qualified by disclosures
made to such other party or parties, (ii) were made only as of the date
of such agreements or such other date(s) as may be specified in such
agreements and are subject to more recent developments, which may
not be fully reflected in the Company’s public disclosure, (iii) may

reflect the allocation of risk among the parties to such agreements
and (iv) may apply materiality standards different from what may be
viewed as material to investors. Accordingly, these representations and
warranties may not describe the Company’s actual state of affairs ac
the date hereof and should not be relied upon.

The following exhibits either (a) are filed with this report or (b) have
previously been filed with the SEC and are incorporated herein by
reference to those prior filings. Exhibits are available upon request at the
investor relations section of our website, located at www.assurant.com.
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Exhibic
Number

Amvmkd gr}d Restated va aws of thc Registmm (mwxpomfcc hx reference from Exhibie 3 o thc Régistrant’s Form I(} Q o*zgmaﬁy filed
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A1 (il No 3331695547 and ar

Slmm Ddﬂ Ixxdumm dd:ei
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\ the 1 hszh@ i ;
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on Form S-1/A (File No. 333~ 09‘)84) and wmmdmm s theteto, originally filed on January 13, 2004).*
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Form 10-K, originally filed on March 1, 2007)."

12007 "
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Incentive Plan ununpommd by reference from E wllgim 0.9 to the Registrant’s Form 10-K, mwnuzi y filed on February 7

it Award /\‘)tcumm fort «fz‘fczzmzxnurvbased A
on ’\vhuh 16, ?(}i(}) .

Form of f&ss‘m’am Inc. Res‘mct«:d \toc‘{ Lmt ‘&ward /\fm‘uncm fm nn@«bu&cd Awa rd\ w0 3xrumrs (incorporated by reference from Exhibit

o the Repls

"Lonv Tam Lqun; E}C&ﬁ
ot i 3963 . : i
Form of Directors Stock Appreciation Rwhts A greement under the Assurant, Inc. Long Term Equity Incentive Plan
ummpoum{ by idcscncx from Exhibic 10. 5t 1} Registrant’s Form 10-(3, onbmai‘v filed on August 4, "(}()%\

othe RC‘U‘;I‘}&HESE()H}? i() 2 Origi ed o
kf f\wzrd iwsmutd Kmd\ Agreemcnl under the Assurant, Inc. Long Term ]:qmtv incentive Plan (incorporated by reference from

JIV %&lcd on MWN 4, 7”0?))

5 Assurant, Im Lm:umu: ‘zhmt Term Im{zm
08 hled on August 4, 2008)°

Assurant Executive Pension th amended and restased effective as of Lmu wy 1, 2009 (munpm ated by reference from Exhibic 10.15
10.19 cor the Registrant’s Form 10-I, mwzt‘HHV foLd On c bruary Z/ 2009).

o Assuranl fve 40100 Plan, an tated

10200 o the Registratits Form 10K originatly ﬁied on P’bruan 27 ; 200‘2)
Form of Assurant, Inc. Ch ange of f Control Employment Agreement, dated as of January 1 "’Uﬂ‘)

10,21 'unmmn(md by rdeu nce from Ethibit 10.17 to the Rcvmmm Form 10-K, originally filed on February 27, 2009).

Employ;mm Agreciment, mwd as of hnumf 2()(“1‘)

m;%

1022 . xhxbn ]0 18 tothe ’{Lg,m antsiHo
i, 2009
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PART 1V
'TEM 15 Exhibits and Financial Statement Schedules

Number Exhibit Description

Form of Directors Stock Agreement under Direcrors C “ompensation Plan (incorparated by reference from Exhibic 10.23 to the Registrant’s
Form 10-K, mmmH file i(m March 10 200637

,"\mmdcd ;md !wmm«d Assurant Long Term Inccntm.* 5 hm (inwrpummd by reference from Exhibit 10,29 to the Registrant’s Form 10-K,
originally fled on March

Amended Form of R
'\mwqumw bvji“

A%\umm 1 ong Term }uwnuvc Plan; wffmuv@ ]Anua ey 11, 2007
Imm 10-K, original yﬁ Ld on Ma

Amended Form of
(incorpo

san Security Insuranc c‘( mnpm\ Investment Plan Document (incorporated by reference from Exhibit 10.34 to the Registrants
im'm 10- I\ ouwmlly filed on March 3, 20 08)

Retirement Agreement, dated July 19, 1999, among Forris, Inc., Allen R, Freedman and Fortis Insurance N.V., as amended (incorporated
by reference hom Exhibit H) 20 to the Registrant’s Registration Statement on Form S-1 (File No. 333-109984) and amendments theseto,
10.35 originally filed on QOctob 2()()3)4‘

H}ﬁ{'} e

i‘l‘l by and between Am( tican ‘wuum) fmuranu Company, J\nmmfm Banlkers Insurance Company
of h)wk, ?mmdm% (m(zx ;my nsurance Company and Ibis Re Lid. (incorporated by reference from Exhibit 10.2 to the Registrant’s
Form 8-K, originally filed on May 9, 2009).

L 2010,

smputation of (}rhm Ranm s of Z}tﬁerri“)

Subsidiaries of the Registrant.,

- Consentof PriceveaterhouseCooper

Power of Attorpey.

CRale I ldiiisdait €'“  ’
3a-14(a}/154-14

Gtive Ofeer

o of Prir ipal

Rule i(a) U*mh;:mon qf T’rmupal Financial Omcer

=

nancial Officer of %ssmam Ine. pursuant to 18 U.S.C Section 1350, as 1dnpud putsuant o ‘xumm 906
ey Act of 20

el Seare

Socks of renr 7

bile 06T of Rega
Act of 1933, as amended, is

/j/{ @ e wf

Fa

¢ data file is deemed not ﬁ[{d oF past of @ registration statement or praspeetus for prrpases
’m’ for purposes of Section 18 of the Securivies /u/m;zw /1(/ of 1934, as amended, and stherwise is +

5 at’ec}/i«f; et
JJUJC‘N o ’r/ 1bility /m/

Management contract or compensaiory plan.
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PART IV
ITEM 15 Exhibits and Financial Starement Schedules

Signatures

Pursuant to the requitements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized on February 23, 2011.

ASSURANT, 1NC
By: R()BP {i B PO [O( K
Title: P?’{’ﬁ’(/c’lzt and Chief 1 Xecutive O/ﬁcer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the following persons
on behalf of the registrant in the capacities indicated on February 23, 2011.

Si nature Title

/,/\H( H\} L] PENINGER
Mldmeij I’enmgu
Fulm A smde;

Elaine D. Rosen

Beth 1. Bronner

Hmv?rd/L. Cgrvcr

Director

awrence V. Jackson

David B Kelso Director

Charles 1. Koch

H. Carroll Mackin

}égﬁ’iMicﬁ‘ﬁelzi;aiihs F

john A.C. Swainson Director

By ISMICHAEL J PENINGER
Name:  Michael J. Peninger

 Attorney-in-buct
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Assurant, Inc.:

In our opinion, the consolidated financial statements listed in the index
appearing under Item 15(a)1 present fairly, in all material respects, the
financial position of Assurant, Inc. and its subsidiaries (the “Company”)
at December 31, 2010 and 2009, and the results of its operations
and its cash flows for each of the three years in the period ended
December 31, 2010 in conformity with accounting principles generally
accepted in the United States of America. In addition, in our opinion,
the financial statement schedules listed in the index appearing under
Item 15(a)2 present fairly, in all material respects, the information set
forth therein when read in conjunction with the related consolidated
financial statements. Also in our opinion, the Company maintained, in
all material respects, effective internal control over financial reporting
as of December 31, 2010, based on criteria established in Internal
Control—Integrased Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSQO). The Company’s
management is responsible for these financial statements and financial
statement schedules, for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in Management’s Annual
Report on Internal Control Over Financial Reporting, appearing under
Item 9A. Our responsibility is to express opinions on these financial
statements, on the financial statement schedules, and on the Company’s
internal control over financial reporting based on our integrated
audits. We conducted our audits in accordance with the standards of
the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free
of material misstatement and whether effective internal control over
financial reporting was maintained in all material respects. Our audits
of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement
presentation. Our audit of internal control over financial reporting

included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audits also included performing such
other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our opinions.

As discussed in Note 2 to the consolidated financial statements, the
Company changed the manner in which it accounts for other-than
temporary impairment of debt securities on April 1, 2009 and its method
of accounting related to fair value measurements on January 1, 2008.

A company'’s internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles.
A company’s internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management
and directors of the company; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Q‘@M,@u LLP

New York, New York
February 23, 2011
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Consolidated Balance Sheets

AT DECEMBER 31, 2010 AND 2609

(i fhowﬂmfc mccpz naeimber aj shares ;md/m slmu /mmmrr\)

ASSETS

[nvestme nts:

Fixed maturit ¥ see

le, if:a:ir vz’zhiéf(mm)y i

December 31, 2010

December 31, 2009

9966772

and $9.684.08% in. : : : e
Equity securities A\unldl)l(. for m[e, at [m value ((.O\l $452,648 in 201
in 2009) 512,987

Commercial morigage loans on rea
{\)l ¥

L Lery

Qans

Premiums and E

Rczmurarc; tec,mm 4,&31 g
Accrued investment income 155,757
Dieferred acquisition costs ,&,504,654
Property and equipment, at cost fess %uunﬂufdud deprecnamm 275,420
Deferred income taxes, net o ; G4
Goodwill 61() 7 "3’ 926,398
\/ah/z:é‘az’fibt'rsm;zss acquived: : 82008 - 94,632 :
()zher assets 5 14,333 548,183
Assers held - eparate qCCoty - 2&?0’0,{5"}71 .., /:/'1;9?2;3525
TOTAL ASSETS 26397018 $ 25,860,667
LIABILITIES e
Future policy benefits and expenses 8,10’3,155 . $ 7,349,633
Uhearned premiums Sheiag 5568

Claims and benefits payable
Commissions pavable.
Reinsurance balances payable

Funds withheld under reinstranee

Deferred gain on disposal of businesses

(}/i)’ﬁgiaz’iénft;ndcr secutities X;@nding - - 122_,93}' . s
Accounts payable and other labilities - 1;:)53,?56; 1 388,279
Tax payable. abng 30026
Dbt 973164 972,058
Niirxdamrﬁv redeemable preferred stock -S,QQO i 6
Liabilities related o separate accounts 2’;;(){3(),3?1” 9, 4‘,35")
TOTAL LIABILITIES 21616481 21,007,418

Commitments and contingencies (Note 26)

STOCKHOLDERS EQUITY

Common stock, par value $0.01 per share, 800,000, 000 chms aut mumd 1()2 O()() 371

104'333’
63

140
56,407

3,366,327
18060
96,09 1 )

164,899

and 116,648,714 shares umsmmi;mz, at Dece m‘vu 31,2010 and ’()O‘) r 1,447
Additional paidin capial . 2962885
Retained earnings 3,054,466
Accumsulated other comprehenisive income 65925

Treasury stock, at cost; 43,344,638 and 28,1 ‘) ‘)‘)3 sh ares at I)cwmhcr 31, 2010 and 2009,

25,860,667

TO‘IAL JABII ITIES AND §TOC KHOLD}:RS’ EQU‘ Y

See the accompanying notes to the consolidated financial statements.
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Consolidated Statements of Operations

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

Years Ended December 31,

(in [f%;g_ganfjc except mmz!’)u ,)/ c/mu mm’ per sfim{ rtigw[mts/ 2010 2009 2008

apairment

Amotrtization of

lmduwmmw gener 11

ol
Interest xpense

,mrodvvﬂmxrupatxmc:m ’ .
TOTAL BENEFITS, LOSSES AND EXPENSES

. 83.000
 7.990,895

Income before provision for income ¢ axes 709,606
!*m\rzszen Torincone tavoe L .
ZEQVIMOI LOT INCOINe Taes

NET INCOME 430,574 $
Earnings per share T :

Basic 365 0§
Dﬁutﬁd Ses B 7
D:ndends per share 059§

Share

Wﬁlghtfid average sh ares outst md*n rus Ld in basic pcr ﬁmrc caleulations

118,036,632 118,005,967

Plus: E?ﬂ{;tm; < o assoos
WEIGHTED AVE RA(J %HAR& S USE U IN DELL'I CD l’iﬁ Q)HARP
CALCULATIONS 118,495,640 118,974,679

See the accomparying noics to the consal; nancial statements,
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Consolidated Statements of Changes in Stockholders’ Equity

AT DECEMBER 31, 2010, 2009 AND 2008

Accumulated
Additional Other
Common Paid-in Retained ~ Comprehensive
{in thousands excy rnumlm of share Stock Capital Farnings Income (loss)  Treasury Stock Total

3) $ 4,088,905
(6:616)
w29

5 682

(59 000)

Wss

(501784 L Boirsh

Net chzmoe in imuﬂn curtency translation,
net of taxes of 24 ‘)6 — — — (130,379 = (130,379)

ortization 0{ px:mmn md )

ey 2:694)

A724.857)

k?lmexemsc‘s L o ; - ClZS",;/'

Stock me wmpulsmun expense = 30, 788 »»»»»»

¢ hange in t/a/ beneht from sh i bas‘ed p Wmemi
AP ZEInentsS - : ( 1 790)3

Dividends - - (@,')’9@

' kcqmsit;on of common stock

- ((9 596)
‘ (31>94§ﬂ .

Cumulative effect of change in accounting principles
(Note 2) — — 43,117

(43,117) -

Comprehensive income:

Net income — — 430574 - — 430,574
Other comprehensive income: - i ' ' .
Net change in unrealized losses on securities,

net of taxes of $(353,445) — _— 708,309 = 708,309

Net chas 7 i other o tem Grary impain
b

Zains rec edinother (ompmhcmxw income,

fier of taxes of $(7,556) :

14035 . 14033
Net change in f()u ign currency translation,

net of taxes of $(17,551) — — 69,856

on of pmslam ,md pmr;cmemcnt

a 201
34,591

éwmak plan

Stock plan compensation expe

329500 ‘(s;z,%a)w

Dividends
Aequisidon of comm
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Accumulated

Additienal Other
Commen Paid-in Retained ~ Comprehensive
(ire thousands except number of shaves) Stock Capital Earnings Income (loss)  Treasury Stock Total

Comprehensive income:

- Netincome
Other comprehensive income:

harige in unrea
netof taxes of K109 .
Net change in other-than-temporary impairment
gains recognized
net of taxes of $(:

1 gaing ot seenri

L

Amortization of pension and postretirement

unrecognized net periodic benefit cost and change

in funded status, net of taxes of $7,303
Ll )

See the accompanying notes to the (‘071.(‘(111:[/451“6’6?'-" /immc‘ml statenents.
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Consolidated Statement of Cash Flows

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
Vears Ended December 31,

(in thousaneds) . . . o 2010 2009 2008
Opetaﬁng'écﬁvizies v : oo s T RS

574§ 447,796

Net income ) ’ $
Adjustments to reconcile net incone fo ner Gash provided by operating actividiest '
( hm%e in lunsuranu: recoverable

(107,384)
109:870°

(7 85@y&

hange in wuux . 43,416
e /h'mge (1 Z‘)(u)\ (’3/&7’\) ;

(10,406 2
OG0y e 91609
S{48.403) 428,679
34,591 241
6T 1,790
%06,781 R R

, 1%%%1;) A0

269,925 999,135

LIRS e 072455

94798 78,030 238,423

atand other = R ag
ash cransferred il 31 gc,g
,pfep&vmcnm and s¢ m{uh:} mh mptionofi = . o — -
83(}, 624,113 85 869

Fixed maturity snammu available for sale
Parchasc ol - :

urities xvadaH fm 5‘&1 B : (2 921 (}"7‘3) : (2}33,394)’ { 346 T’H

Fixed mamrin .
Equity securities availableforale 0000 . o 237 (32} (48,935} ©oi6e0h)
Property and qmpm(m ai 1d other ) B2t (55,885) (56,068}
absidiaries Hess, mé’t m“ms*h'i‘n{ﬁsfér{e&@, - c s : ﬁ};.’ifﬂ} e a9ra (355 3‘:’3’)‘
. 91588 72,1722

95768 254590 -
/(241‘51‘3} (18 839)
373 6 1964
Z,é‘!é’» 36,227
S 876) 14467
: , (monty 2 o000
Change in fax be mhr fmm sl Tare- msui pq} ment Uranuemems (1, 7@()? 5,682
Acquisition of commot stack : Ledaaae 8 S 590000
Dividends paid ) (63,672)
Change in obligation tnder ilending & '(28%,{"%3

C Iurwe in rﬁcuwl ks zmdu

T A§H USI‘D IN }*I’\TAN(JIN(J: AC[IVTI]ES
ufgxcha :gg_i_g_ggm i DgEs 01 cas

curities Ioan u;;g S

e 42,5622 §412,1§42
908 oy
235,720
(RO S
51,040,684

349,191

328264 $
b EEgi 60,859

f!) This w////cs fa {/m m/z’ of Ui /mu/;l /lﬂ» lnumma (01/1/;//7/\- ( UELIC) to a r/zm//mrty on May 1, 2008,

(2) 2010 includes three acquisitions that individually and in the aggregate are immaterial. 2009 includes the acquisition of Shenandoak Life Insurance Company (acquired through
veinsurance agreement on October 1, 2009), and 2008 includes the acquisition of Signal Holdings acquired on Octoler 1, 2008, Warranty Management Group business from GE
Consunter ¢ Industrial acquived on September 26, 2008,

See the accompanying notes to the consolidated financial siatements.
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2 Summary of Significant Accounting Policies

Notes to Consolidated Financial Statements

December 31, 2010, 2009 and 2008

(In thousands except number of shares and per share amounts)

1. Nature of Operations

Assurant, Inc. (“Assurant” or the “Company”) is a Delaware corporation,
whose common stock trades on the New York Stock Exchange (‘“NYSE”)
under the symbol AIZ. Assurant is 2 holding company whose subsidiaries
provide specialized insurance products and related services in North
America and select worldwide markets.

2. Summary of Significant Accounting Policies

‘Through its operating subsidiaries, the Company provides debt protection
administration, credit-related insurance, warranties and service contracts,
pre-funded funeral insurance, lender-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.

Basis of Presentation

The consolidated financial statements have been prepared in accordance
with accounting principles generally accepted in the United States
of America (“GAAP”). Amounts are presented in United States of
America (“U.S.”) dollars and all amounts are in thousands, except for
number of shares, per share amounts and number of securities in an
unrealized loss position.

Principles of Consolidation

The consolidated financial statements include the accounts of the
Company and all of its wholly owned subsidiaries. All significant inter-
company transactions and balances are eliminated in consolidation.

Use of Estimates

'The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities. The items on the Company’s
balance sheets affected by the use of estimates include but are not
limited to, investments, premiums and accounts receivable, reinsurance
recoverables, deferred acquisition costs (“DAC”), deferred income
taxes and associated valuation allowances, goodwill, valuation of
business acquired (“VOBA”), future policy benefits and expenses,
unearned premiums, claims and benefits payable, deferred gain on
disposal of businesses, pension and post-retirement liabilities and
commitments and contingencies. The estimates are sensitive to market
conditions, investment yields, mortality, morbidity, commissions and
other acquisition expenses, policyholder behavior and other factors.
Actual results could differ from the estimates recorded. The Company
believes the amounts reported are reasonable and adequate.

Earnings Per Share

Basic earnings per share is computed by dividing net income by the
weighted average number of common shares outstanding for the
period. Diluted earnings per share reflects the potential dilution that
could occur if securities or other contracts that can be converted into
common stock were exercised as of the end of the period. Restricted
stock and restricted stock units which have non-forfeitable rights to
dividends or dividend equivalents are included in calculating basic and
diluted earnings per share under the two-class method.

Comprehensive Income (Loss)

Comprehensive income (loss) is comprised of net income, net unrealized
gains and losses on foreign currency translation, net unrealized gains and
losses on securities classified as available for sale, net unrealized gains
and losses on other-than-temporarily impaired securities and expenses
for pension and post-retirement plans, less deferred income taxes.

Reclassifications

Certain prior period amounts have been reclassified to conform to
the 2010 presentation.

Foreign Currency Translation

For foreign affiliates where the local currency is the functional currency,
unrealized foreign currency translation gains and losses net of deferred
income taxes have been reflected in accumulated other comprehensive
income (loss) (‘AOCI”). Other than for one of our wholly owned
Canadian subsidiaries, deferred taxes have not been provided for
unrealized currency translation gains and losses since the Company
intends to indefinitely reinvest the earnings in these other jurisdictions.
Transaction gains and losses on assets and liabilities denominated
in foreign currencies are recorded in underwriting, general and
administration expenses in the consolidated statements of operations
during the period in which they occur.

ASSURANT, INC. - 2010 Form 10-K  F-7



2 Summary of Significant Accounting Policies

Fair Value

The Company uses an exit price for its fair value measurements. An
exit price is defined as the amount received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. In measuring fair value, the Company gives
the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities and the lowest priority to unobservable
inputs. See Note 6 for further information.

Investments

Fixed maturity and equity securities are classified as available-for-sale,
as defined in the investments guidance, and reported at fair value.
If the fair value is higher than the amortized cost for fixed maturity
securities or the purchase cost for equity securities, the excess is an
unrealized gain; and, if lower than cost, the difference is an unrealized
loss. Net unrealized gains and losses, less deferred income taxes, are

included in AOCI.

Commercial mortgage loans on real estate are reported at unpaid
balances, adjusted for amortization of premium or discount, less
allowance for losses. The allowance is based on management’s analysis
of factors including actual loan loss experience, specific events based on
geographical, political or economic conditions, industry experience,
loan groupings that have probable and estimable losses and individually
impaired loan loss analysis. A loan is considered individually impaired
when it becomes probable the Company will be unable to collect
all amounts due, including principal and interest, according to the
contractual terms of the loan agreement. Indicative factors of impairment
include, but are not limited to, whether the loan is current, the value
of the collateral and the financial position of the borrower. If a loan is
individually impaired, the Company uses one of the following valuation
methods based on the individual loans’ facts and circumstances to
measure the impairment amount: (1) the present value of expected
future cash flows, (2) the loan’s observable market price, or (3) the fair
value of collateral. Changes in the allowance for loan losses are recorded
in net realized losses on investments, excluding other- than-temporary
impairment losses.

The Company places loans on non-accrual status after 90 days of
delinquent payments (unless the loans are both well secured and in
the process of collection). A loan may be placed on non-accrual status
before this time if information is available that suggests its impairment
is probable.

Policy loans are reported at unpaid principal balances, which do not
exceed the cash surrender value of the underlying policies.

Short-term investments include money market funds and short maturity
investments. These amounts are reported at cost, which approximates
fair value.

'The Company engages in collateralized transactions in which fixed
maturity securities, especially bonds issued by the U.S. government,
government agencies and authorities, and U.S. corporations, are loaned
to selected broker/dealers. The collateral held under these securiies
lending transactions is reported at fair value and the obligation is reported
at the amount of the collateral received. The difference between the
collateral held and obligations under securities lending is recorded as
an unrealized loss and is included as part of AOCL.

F-8 ASSURANT, INC. - 2010 Form 10-K

The Company also engages in collateralized transactions in which bonds
issued by the U.S. government, government agencies and authorities, are
purchased under agreements to resell (“reverse repurchase agreements”).
The Company enters into these reverse repurchase agreements in order
to initiate short positions in its investment portfolio. Collateral pledged
in these securities lending transactions is reported at the amount pledged
plus accrued interest. The obligations to return the securities that we
no longer hold are financial liabilities reported at fair value with the
changes in value reported as realized gains or losses.

Other investments consist primarily of investments in joint ventures,
partnerships, invested assets associated with a modified coinsurance
arrangement, invested assets associated with the Assurant Investment
Plan (“AIP”), the American Security Insurance Company [nvestment
Plan (“ASIC”) and the Assurant Deferred Compensation Plan (‘ADC”).
The joint ventures and partnerships are valued according to the equity
method of accounting. The invested assets related to the modified
coinsurance arrangement, the AIP, ASIC and ADC are classified as
trading securities as defined in the investment guidance.

'The Company monitors its investment portfolio to identify investments
that may be other-than-temporarily impaired. In addition, securities,
aggregated by issuer, whose market price is equal to 80% or less of their
original purchase price or which had a discrete credit event resulting
in the debtor defaulting or seeking bankruptcy protection are added
to a potential write-down list, which is discussed at quarterly meetings
attended by members of the Company’s investment, accounting and
finance departments. See Note 5 for further information.

Realized gains and losses on sales of investments are recognized on the
specific identification basis.

Investment income is recorded as earned net of investment expenses.
The Company uses the interest method to recognize interest income
on its commercial mortgage loans.

The Company anticipates prepayments of principal in the calculation
of the effective yield for mortgage-backed securities and structured
securities. The retrospective method is used to adjust the effective yield.

Cash and Cash Equivalents

The Company considers cash on hand, all operating cash and working
capital cash to be cash equivalents. These amounts are carried at cost,
which approximates fair value. Cash balances are reviewed at the end
of each reporting period to determine if negative cash balances exist.
If negative cash balances do exist, the cash accounts are netted with
other positive cash accounts of the same bank provided the right of
offset exists between the accounts. If the right of offset does not exist,
the negative cash balances are reclassified to accounts payable.

Uncollectible Receivable Balance

The Company maintains allowances for doubtful accounts for probable
losses resulting from the inability to collect payments.

Reinsurance

Reinsurance recoverables include amounts related to paid benefits and
estimated amounts relared to unpaid policy and contract claims, future
policyholder benefits and policyholder contract deposits. The cost of



reinsurance is recognized over the terms of the underlying reinsured
policies using assumptions consistent with those used to account for
the policies. Amounts recoverable from reinsurers are estimated in a
manner consistent with claim and claim adjustment expense reserves
or future policy benefits reserves and are reported in the consolidated
balance sheets. The cost of reinsurance related to long-duration contracts
is recognized over the life of the underlying reinsured policies. The
ceding of insurance does not discharge the Company’s primary liability
to insureds, thus a credit exposure exists to the extent that any reinsurer
is unable to meet the obligation assumed in the reinsurance agreements.
To mitigate this exposure to reinsurance insolvencies, the Company
evaluates the financial condition of its reinsurers and holds substantial
collateral (in the form of funds withheld, trusts, and letters of credit) as
security under the reinsurance agreements. An allowance for doubtful
accounts is recorded on the basis of periodic evaluations of balances due
from reinsurers (net of collateral), reinsurer solvency, management’s
experience and current economic conditions.

Funds withheld under reinsurance represent amounts contractually held
from assuming companies in accordance with reinsurance agreements.

Reinsurance premiums assumed are calculated based upon payments
received from ceding companies together with accrual estimates, which
are based on both payments received and in force policy information
received from ceding companies. Any subsequent differences arising on
such estimates are recorded in the period in which they are determined.

Income Taxes

Current federal income taxes are recognized based upon amounts
estimated to be payable or recoverable as a result of taxable operations
for the current year. Deferred income taxes are recorded for temporary
differences between the financial reporting basis and income tax basis
of assets and liabilities, based on enacted tax laws and statutory tax
rates applicable to the periods in which the Company expects the
temporary differences to reverse. A valuation allowance is established
for deferred tax assets when it is more likely than not that an amount
will not be realized.

The Company classifies net interest expense related to tax matters
and any applicable penalties as a component of income tax expense.

Deferred Acquisition Costs

'The costs of acquiring new business that vary with and are primarily
related to the production of new business are deferred to the extent
that such costs are deemed recoverable from future premiums or gross
profits. Acquisition costs primarily consist of commissions, policy
issuance expenses, premium taxes and certain direct marketing expenses.

Premium deficiency testing is performed annually and generally reviewed
quarterly. Such testing involves the use of best estimate assumptions
including the anticipation of investment income to determine if
anticipated future policy premiums are adequate to recover all DAC
and related claims, benefits and expenses. To the extent a premium
deficiency exists, it is recognized immediately by a charge to the
consolidated statement of operations and a corresponding reduction
in DAC. If the premium deficiency is greater than unamortized DAC,
a liability will be accrued for the excess deficiency.
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Long Duration Contracts

Acquisition costs for pre-funded funeral (“preneed”) life insurance
policies issued prior to 2009 and certain life insurance policies no
longer offered are deferred and amortized in proportion to anticipated
g prop P
premiums over the premjum-paying period. These acquisition costs
consist primarily of first year commissions paid to agents and sales
P y y g
and policy issue costs.

Acquisition costs relating to group worksite insurance products consist
primarily of first year commissions to brokers and one time policy
transfer fees and costs of issuing new certificates. These acquisition
costs are front-end loaded, thus they are deferred and amortized over
the estimated terms of the underlying contracts.

For preneed investment-type annuities, preneed life insurance policies
with discretionary death benefit growth issued after 2008, universal life
insurance policies, and investment-type annuities (no longer offered),
DAC is amortized in proportion to the present value of estimated gross
profits from investment, mortality, expense margins and surrender
charges over the estimated life of the policy or contract. The assumptions
used for the estimates are consistent with those used in computing the
policy or contract liabilities.

Acquisition costs relating to the individual voluntary limited benefit
health policies issued in 2007 and later are deferred and amortized
over the estimated average terms of the underlying contracts. These
acquisition costs relate to commission expenses which result from
commission schedules that pay significantly higher rates in the first year.

Short Duration Contracts

Acquisition costs relating to property contracts, warranty and extended
service contracts and single premium credit insurance contracts are
amortized over the term of the contracts in relation to premiums earned.

Acquisition costs relating to monthly pay credit insurance business consist
mainly of direct marketing costs and are deferred and amortized over
the estimated average terms and balances of the underlying contracts.

Acquisition costs relating to group term life, group disability and
group dental consist primarily of compensation to sales representatives.
These acquisition costs are front-end loaded; thus, they are deferred
and amortized over the estimated terms of the underlying contracts.

Property and Equipment

Property and equipment are reported at cost less accumulared
depreciation. Depreciation is calculated on a straight-line basis over
estimated useful lives with a maximum of 39.5 years for buildings,
a maximum of 7 years for furniture and a maximum of 5 years for
equipment. Expenditures for maintenance and repairs are charged to
income as incurred. Expenditures for improvements are capitalized and
depreciated over the remaining useful life of the asset.

Property and equipment also includes capitalized software costs, which
represent costs directly related to obtaining, developing or upgrading
internal use software. Such costs are capitalized and amortized using
the straight-line method over their estimated useful lives. Property and
equipment are assessed for impairment when impairment indicators exist.
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Goodwill

Goodwill represents the excess of acquisition costs over the net fair
value of identifiable assets acquired and liabilities assumed in a business
combination. Goodwill is deemed to have an indefinite life and is not
amortized, but rather is tested at least annually for impairment. 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. Such indicators
include, but are not limited to: a sustained significant decline in our
market capitalization or a significant decline in our expected future
cash flows due to changes in company-specific factors or the broader
business climate. The evaluation of such factors requires considerable
management judgment.

When required, we test goodwill for impairment at the reporting unit
level. Following the guidance on goodwill, we have concluded that
our reporting units for goodwill testing are equivalent to our reported
operating segments, excluding the Corporate and Other segment.

For each reporting unit, we first compare estimated fair value with net
book value (“Step 17). If the estimated fair value exceeds its net book
value, goodwill is deemed not to be impaired, and no further testing
is necessary. If the net book value exceeds its estimated fair value, we
perform a second test to measure the amount of impairment, if any. To
determine the amount of any impairment, we determine the implied
fair value of goodwill in the same manner as if the reporting unit were
being acquired in a business combination (“Step 27). Specifically, we
determine the fair value of all of the assets and liabilities of the reporting
unit, including any unrecognized intangible assets, in a hypothetical
calculation that yields the implied fair value of goodwill. If the implied
fair value of goodwill is less than the recorded goodwill, we record an
impairment charge for the difference.

In the fourth quarters of 2010 and 2009, we conducted our annual
assessments of goodwill. Based on the results of the 2010 assessment,
the Company concluded that the net book values of the Assurant
Employee Benefits and Assurant Health reporting units exceeded
their estimated fair values and therefore performed a Step 2 test. Based
on the results of the Step 2 test, the Company recorded impairment
charges of $102,078 and $204,303 related to the Assurant Employee
Benefits and Assurant Health reporting units, respectively, in 2010.
During 2009, the Company concluded thar the net book value of the
Assurant Employee Benefits reporting unit exceeded its estimared fair
value and recorded an $83,000 impairment charge after performing
a Step 2 test. For both 2010 and 2009, those reporting units where a
Step 2 test was not performed, the estimated fair value of the reporting
units exceeded their respective net book values and therefore goodwill
was not impaired.

Value of Businesses Acquired

VOBA is the identifiable intangible asset representing the value of the
insurance businesses acquired. The amount is determined using best
estimates for mortality, lapse, maintenance expenses and investment
returns at date of purchase. The amount determined represents the
purchase price paid to the seller for producing the business. Similar
to the amortization of DAC, the amortization of VOBA is over the
premium payment period for traditional life insurance policies and a
small block of limited payment policies. For the remaining limited
payment policies, preneed life insurance policies, all universal life
policies and annuities, the amortization of VOBA is over the expected
lifetime of the policies.

F-10 ASSURANT, INC. - 2010 Form 10-K

VOBA is tested for recoverability annually. If it is determined that
future policy premiums and investment income or gross profits are
not adequate to cover related losses or loss expenses, then an expense
is reported in current earnings. Based on 2010 and 2009 testing, future
policy premiums and investment income or gross profits were deemed
adequate to cover related losses or loss expenses.

Other Assets

Other assets primarily include prepaid items and other intangible
assets. Other intangible assets that have finite lives, including but not
limited to, customer contracts, customer relationships and marketing
relationships, are amortized over their estimated useful lives. Other
intangible assets deemed to have indefinite useful lives, primarily
certain state licenses, are not amortized and are subject to art least
annual impairment tests. Impairment exists if the carrying amount
of the indefinite-lived other intangible asset exceeds its fair value. For
other intangible assets with finite lives, impairment is recognized if
the carrying amount is not recoverable and exceeds the fair value of
the other intangible asset. Generally other intangible assets with finite
lives are only tested for impairment if there are indicators (“triggers”)
of impairment identified. Triggers include, bur are not limited to, a
significant adverse change in the extent, manner or length of time in
which the other intangible asset is being used or a significant adverse
change in legal factors or in the business climate that could affect the
value of the other intangible asset. In certain cases, the Company
does perform an annual impairment test for other intangible assets
with finite lives even if there are no triggers present. The Company
recorded an impairment charge of $47,612 related to finite-lived other
intangible assets in 2010. There were no impairment charges related to
finite-lived other intangible assets in 2009. For both 2010 and 2009,
there were no impairment charges for indefinite-lived other intangible
assets. Amortization expense is included in underwriting, general and
administrative expenses in the consolidated statements of operations.

Separate Accounts

Assets and liabilities associated with separate accounts relate to premium
and annuity considerations for variable life and annuity products
for which the contract-holder, rather than the Company. bears the
investment risk. Separate account assets (with matching liabilities) are
reported at fair value. Revenues and expenses related to the separate
account assets and liabilities, to the extent of benefits paid or provided
to the separate account policyholders, are excluded from the amounts
reported in the accompanying consolidated statements of operations
because the accounts are administered by reinsurers.

Reserves

Reserves are established in accordance with GAAD, using generally
accepted actuarial methods. Factors used in their calculation include
experience derived from historical claim payments and actuarial
assumptions. Such assumptions and other factors include trends, the
incidence of incurred claims, the extent to which all claims have been
reported, and internal claims processing charges. The process used in
computing reserves cannot be exact, particularly for liability coverages,
since actual claim costs are dependent upon such complex factors as
inflation, changes in doctrines of legal liabilities and damage awards.
The methods of making such estimates and establishing the related
liabilities are periodically reviewed and updated.



Reserves do not represent an exact calculation of exposure, but instead
represent our best estimates of what we expect the ultimate settlement
and administration of a claim or group of claims will cost based on facts
and circumstances known at the time of calculation. The adequacy of
reserves will be impacted by future trends in claims severity, frequency,
judicial theories of liability and other factors. These variables are affected
by both external and internal events, including but not limited to:
changes in the economic cycle, changes in the social perception of the
value of work, emerging medical perceptions regarding physiological
or psychological causes of disability, emerging health issues and new
methods of treatment or accommodation, inflation, judicial trends,
legislative changes and claims handling procedures.

Many of these items are not directly quantifiable. Reserve estimates
are refined as experience develops. Adjustments to reserves, both
positive and negative, are reflected in the consolidated statement of
operations in the period in which such estimates are updated. Because
establishment of reserves is an inherently uncertain process involving
estimates of future losses, there can be no certainty that ultimate losses
will not exceed existing claims reserves. Future loss development could
require reserves to be increased, which could have a material adverse
effect on our earnings in the periods in which such increases are made.
However, based on information currently available, we believe our
reserve estimates are adequate.

Long Duration Contracts

The Company’s long duration contracts include preneed life insurance
policies and annuity contracts, traditional life insurance policies no longer
offered, universal life and annuities no longer offered, policies disposed
of via reinsurance (Fortis Financial Group (“FFG”) and Long Term
Care (“LTC”) contracts), group worksite and certain medical policies.

Future policy benefits and expense reserves for LTC, certain life and
annuity insurance policies no longer offered a majority of individual
medical policies issued prior to 2003, certain medical contracrs issued
from 2003 through 2006 individual voluntary limited benefit health
policies issued in 2007 and later, and the traditional life insurance
contracts within FFG, are equal to the present value of future benefits
to policyholders plus related expenses less the present value of the furure
net premiums. These amounts are estimated based on assumptions
as to the expected investment yield, inflation, mortality, morbidity
and withdrawal rates as well as other assumptions that are based on the
Company’s experience. These assumptions reflect anticipated trends
and include provisions for possible unfavorable deviations.

Future policy benefits and expense reserves for preneed investment-
type annuities, preneed life insurance policies with discretionary death
benefit growth issued after 2008, universal life insurance policies and
investment-type annuity contracts (no longer offered), and the variable
life insurance and investment-type annuity contracts in FFG consist of
policy account balances before applicable surrender charges and certain
deferred policy initiation fees that are being recognized in income over
the terms of the policies. Policy benefits charged to expense during
the period include amounts paid in excess of policy account balances
and interest credited to policy account balances. An unearned revenue
reserve is also recorded for those preneed life insurance contracts
which represents the balance of the excess of gross premiums over net
premiums that is still recognized in future years’ income in a constant
relationship to estimated gross profits.

Future policy benefits and expense reserves for preneed life insurance
contracts issued prior to 2009 are reported at the present value of
future benefits to policyholders and related expenses less the present
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value of future net premiums. Reserve assumptions are selected using
best estimates for expected investment yield, inflation, mortality and
withdrawal rates. These assumptions reflect current trends, are based
on Company experience and include provision for possible unfavorable
deviation. An unearned revenue reserve is also recorded for these
contracts which represents the balance of the excess of gross premiums
over net premiums that is still to be recognized in future years’ income
in a constant relationship to insurance in force.

Reserves for worksite group disability policies, which typically have high
front-end costs and are expected to remain in force for an extended
period of time, include case reserves and incurred but not reported
(“IBNR?”) reserves which equal the net present value of the expected
future claims payments. Worksite group long term disability reserves
are discounted to the valuation date at the valuation interest rate. The
valuation interest rate is reviewed quarterly by taking into consideration
actual and expected earned rates on our asset portfolio.

Changes in the estimated liabilities are reported as a charge or credit
to policyholder benefits as the estimates are revised.

Short Duration Contracts

The Company’s short duration contracts include group term life
contracts, group disability contracts, medical contracts, dental contracts,
property and warranty contracts, credit life and disability contracts and
extended service contracts. For short duration contracts, claims and
benefits payable reserves are recorded when insured events occur. The
liability is based on the expected ultimate cost of setdling the claims. The
claims and benefits payable reserves include (1) case reserves for known
but unpaid claims as of the balance sheer date; (2) IBNR reserves for
claims where the insured event has occurred but has not been reported
to the Company as of the balance sheet date; and (3) loss adjustment
expense reserves for the expected handling costs of settling the claims.

For group disability, the case reserves and the IBNR reserves are
recorded at an amount equal to the net present value of the expected
future claims payments. Group long-term disability and group term
life waiver of premiums reserves are discounted to the valuation dare
at the valuation interest rate. The valuation interest rate is reviewed
quarterly by taking into consideration actual and expected earned rates
on our asset portfolio. Group long term disability and group term life
reserve adequacy studies are performed annually, and morbidity and
mortality assumptions are adjusted where appropriate.

The Company has exposure to asbestos, environmental and other general
liability claims arising from its participation in various reinsurance pools
from 1971 through 1985. This exposure arose from a short duration
contract that the company discontinued writing many years ago. The
Company carries case reserves for these liabilities as recommended by
the various pool managers and IBNR reserves. Any estimation of these
liabilities is subject to greater than normal variation and uncertainty
due to the general lack of sufficient detailed data, reporting delays, and
absence of generally accepted actuarial methodology for determining
the exposures. There are significant unresolved industry legal issues,
including such items as whether coverage exists and what constitutes
an occurrence. In addition, the determination of ultimate damages
and the final allocation of losses to financially responsible parties are
highly uncertain.

Changes in the estimated liabilities are reqorded as a charge or credit to
policyholder benefits as estimates are revised. Amounts reimbursed by
the National Flood Insurance Program for processing and adjudication
services are reported as a reduction of policyholder benefits.

ASSURANT, INC. - 2010 Form 10-K  F-11



2 Summary of Significant Accounting Policies

Deferred Gain on Disposal of Businesses

The Company recorded a deferred gain on disposal of businesses utilizing
reinsurance. On March 1, 2000, the Company sold its LTC business
using a coinsurance contract. On April 2, 2001, the Company sold its
FFG business using a modified coinsurance contract. Since the form of
sale did not discharge the Company’s primary liability to the insureds,
the gain on these disposals was deferred and reported as a liability.
The liability is decreased and recognized as revenue over the estimated
life of the contracts’ terms. The Company reviews and evaluates the
estimates affecting the deferred gain on disposal of businesses annually
or when significant information affecting the estimates becomes known
to the Company, and adjusts the revenue recognized accordingly. In
the fourth quarter of 2010, the Company re-established $8,158 of the
FFG deferred gain based on its annual review.

Debt

The Company reports debt net of unamortized discount or premium.
Interest expense related to debt is expensed as incurred.

The Company reports mandatorily redeemable preferred stock equal
to its redemption value.

Premiums

Long Duration Contracts

Currently, the Company’s long duration contracts which are actively
being sold are preneed life insurance and certain group worksite insurance
policies. The preneed life insurance policies include provisions for death
benefit growth that is either pegged to the changes in the Consumer
Price Index or determined periodically at the discretion of management.
For preneed life insurance policies issued prior to 2009, revenues are
recognized when due from policyholdess. For preneed life insurance
policies with discretionary death benefit growth issued after 2008
and for preneed investment-type annuity contracts, revenues consist
of charges assessed against policy balances. Revenues are recognized
when earned on group worksite insurance products.

For a majority of individual medical contracts issued prior to 2003, a
limited number of individual medical contracts currently issued from
2003 through 2006 in certain jurisdictions, individual voluntary
limited benefit health policies issued in 2007 and later and traditional
life insurance contracts previously sold by the preneed business (no
longer offered), revenue is recognized when due from policyholders.

For universal life insurance and investment-type annuity contracts
previously sold by the Assurant Solutions segment (no longer offered),
revenues consist of charges assessed against policy balances.

Premiums for LTC insurance and traditional life insurance contracts
within FFG are recognized as revenue when due from the policyholder.
For universal life insurance and investment-type annuity contracts
within FFG, revenues consist of charges assessed against policy balances.
For the FFG and L'TC businesses previously sold, all revenue is ceded.

Short Duration Contracts

The Company’s short duration contracts are those on which the
Company recognizes revenue on a pro-rata basis over the contract term.
The Company’s short duration contracts primarily include group term
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life, group disability, medical, dental, property and warranty. credit life
and disability, and extended service contracts and individual medical
contracts issued from 2003 through 2006 in most jurisdictions and
in all jurisdictions after 2006.

Reinstatement premiums for reinsurance are netted against net earned
premiums and other considerations in the consolidated statement of
operations.

Total Other-Than-Temporary Impairment Losses

For debt securities with credit losses and non-credit losses or gains, total
other-than-temporary impairment (“OTTI”) losses is the rotal of the
decline in fair value from either the most recent OTTI determination
or a prior period end in which the fair value declined until the current
period end valuation date. This amount does not include any securities
that had fair value increases. For equity securities and debt securities
that the Company has the intent to sell or if it is more likely than not
thac it will be required to sell for equity securities that have an OTTI
or for debt securities if there are only credit losses, total other-than-
temporary impairment losses is the total amount by which the fair
value of the security is less than its amortized cost basis at the period
end valuation date and the decline in fair value is deemed to be other-
than-temporary.

Fees and Other Income

Income earned on preneed life insurance policies with discretionary
death benefit growth issued after 2008 is presented within fees and
other income.

The Company also derives fees and other income from providing
administrative services. These fees are recognized monthly when
services are performed.

Dealer obligor service contracts are sales in which the retailer/dealer is
designated as the obligor (administrative service-only plans). For these
contract sales, the Company recognizes administrative fee revenue on
a straight-line pro-rata basis over the terms of the service contract.

Administrator obligor service contracts are sales in which the Company
is designated as the obligor. The Company recognizes and reports
administration fees related to these contracts as earned on the same
basis as the premium is recognized or on a straight-line pro-rata basis.

Administration fees related to the unexpired portion of the contract
term for both the dealer obligor and administrator obligor service
contracts are deferred and amortized over the term of the contracts.
These unexpired amounts are reported in accounts payable and other
liabilities on the consolidated balance sheets.

Underwriting, General and Administrative

Expenses

Underwriting, general and administrative expenses consist primarily
of commissions, premium taxes, licenses, fees, salaries and personnel
benefits and other general operating expenses.

Leases

The Company records expenses for operating leases on a straight-line
basis over the lease term.



Contingencies

The Company follows the guidance on contingencies, which requires
the Company to evaluate each contingent matter separately. A loss
contingency is recorded if reasonably estimable and probable. The
Company establishes reserves for these contingencies ar the best estimate,
or if no one estimated number within the range of possible losses is
more probable than any other, the Company records an estimated
reserve at the low end of the estimated range. Contingencies affecting
the Company primarily relate to litigation matters which are inherently
difficult to evaluate and are subject to significant changes. The Company
believes the contingent amounts recorded are adequate and reasonable.

Recent Accounting Pronouncements—Adopted

On January 1, 2010, the Company adopted the new guidance on
transfers of financial assets. This new guidance amends the derecognition
guidance and eliminates the exemption from consolidation for qualifying
special-purpose entities. The adoption of this new guidance did not have
an impact on the Company’s financial position or results of operations.

On January 1, 2010, the Company adopted the new guidance on the
accounting for a variable interest entity (“VIE”). This new guidance
amends the consolidation guidance applicable to VIEs to require a
qualitative assessment in the determination of the primary beneficiary
of the VIE, to require an ongoing reconsideration of the primary
beneficiary, to amend the events that trigger a reassessment of whether
an entity is a VIE and to change the consideration of kick-out rights in
determining if an entity is a VIE. The adoption of this new guidance
did not have an impact on the Company’s financial position or results
of operations.

On July 1, 2009, the Company adopted the new guidance that
establishes a single source of authoritative accounting and reporting
guidance recognized by the FASB for nongovernmental entities (the
“Codification”). The Codification does not change current GAAP, but is
intended to simplify user access to all authoritative GAAP by providing
all the auchoritative literature related to a particular topic in one place.
All existing accounting standard documents will be superseded and
all other accounting literature not included in the Codification will
be considered non-authoritative. The adoption of the new guidance
did not have an impact on the Company’s financial position or results
of operations. References to accounting guidance contained in the
Company’s consolidated financial statements and disclosures have been
updated to reflect terminology consistent with the Codification. Plain
English references to the accounting guidance have been made along
with references to the ASC topic number and name.

On December 31, 2009, the Company adopted the new guidance
on postretirement benefit plan assets. This new guidance requires
companies to make additional disclosures about plan assets for defined
benefic pension and other postretirement benefit plans. The additional
disclosure requirements include how investment allocation decisions are
made, the major categories of plan assets and the inputs and valuation
techniques used to measure the fair value of plan assets. The adoption of
this new guidance did not have an impact on the Company’s financial
position or results of operations. See Note 22 for further information.

On October 1, 2009, the Company adopted the new guidance on
measuring the fair value of liabilities. When the quoted price in an
active market for an identical liability is not available, this new guidance
requires that either the quoted price of the identical or similar liability
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when traded as an asset or another valuation technique that is consistent
with the fair value measurements and disclosures guidance be used to
fair value the liability. The adoption of this new guidance did not have
an impact on the Company’s financial position or results of operations.

On April 1, 2009, the Company adopted the new OTTI guidance.
This new guidance amends the previous guidance for debr securities
and modifies the presentation and disclosure requirements for debt
and equity securities. In addition, it amends the requirement for an
entity to positively assert the intent and ability to hold a deb security
to recovery to determine whether an OTTI exists and replaces this
provision with the assertion that an entity does not intend to sell or
it is not more likely than not that the entity will be required to sell a
security prior to recovery of its amortized cost basis. Additionally, this
new guidance modifies the presentation of certain OTTI debr securities
to only present the impairment loss within the results of operations that
represents the credit loss associated with the OTTI with the remaining
impairment loss being presented within other comprehensive income
(loss) (“OCI”). At adoption, the Company recorded a cumulative
effect adjustment to reclassify the non-credit component of previously
recognized OTTI securities which resulted in an increase of $43,117
(after-tax) in retained earnings and a decrease of $43,117 (after-tax)
in AOCI. See Note 5 for further information.

On April 1, 2009, the Company adopted the new guidance on
determining fair value in illiquid markets. This new guidance clarifies
how to estimate fair value when the volume and level of activity for an
asset or liability have significantly decreased. This new guidance also
clarifies how to identify circumstances indicating that a transaction
is not orderly. Under this new guidance, significant decreases in the
volume and level of activity of an asset or liability, in relation to normal
market activity, requires further evaluation of transactions or quoted
prices and exercise of significant judgment in arriving at fair values. This
new guidance also requires additional interim and annual disclosures.
The adoption of this new guidance did not have an impact on the
Company’s financial position or results of operations.

On April 1, 2009, the Company adopted the new fair value of financial
instruments guidance. This new guidance requires disclosures about the
fair value of financial instruments already required in annual financial
statements to be included within interim financial statements. This
new guidance also requires disclosure of the methods and assumptions
used to estimate fair value. The adoption of this new guidance did
not have an impact on the Company’s financial position or results of
operations. See Note 6 for further information.

On January 1, 2009, the Company adopted the revised business
combinations guidance. The revised guidance retains the fundamental
requirements of the previous guidance in that the acquisition method
of accounting be used for all business combinations, that an acquirer
be identified for each business combination and for goodwill to be
recognized and measured as a residual. The revised guidance expands the
definition of transactions and events that qualify as business combinations
to all transactions and other events in which one entity obtains control
over one or more other businesses. The revised guidance broadens the
fair value measurement and recognition of assets acquired, liabilities
assumed and interests transferred as a result of business combinations.
It also increases the disclosure requirements for business combinations
in the consolidated financial statements. The adoption of the revised
guidance did not have an impact on the Company’s financial position
or results of operations. However, should the Company enter into a
business combination in 2010 or beyond, our financial position or
results of operations could incur a significantly different impact than
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had it recorded the acquisition under the previous business combinations
guidance. Earnings volatility could result, depending on the terms of
the acquisition.

On January 1, 2009, the Company adopted the new consolidations
guidance. The new guidance requires that a noncontrolling interest
in a subsidiary be separately reported within equity and the amount
of consolidated net income attributable to the noncontrolling interest
be presented in the statement of operations. The new guidance also
calls for consistency in reporting changes in the parent’s ownership
interest in a subsidiary and necessitates fair value measurement of any
noncontrolling equity investment retained in a deconsolidation. The
adoption of the new guidance did not have an impact on the Company’s
financial position or results of operations.

On January 1, 2009, the Company applied the fair value measurements
and disclosures guidance for all non-financial assets and liabilities
measured at fair value on a non-recurring basis. The application of this
guidance for those assets and liabilities did not have an impact on the
Company’s financial position or results of operations. The Company’s
non-financial assets measured at fair value on a non-recurring basis
include goodwill and intangible assets. In a business combination, the
non-financial assets and liabilities of the acquired company would be
measured at fair value in accordance with the fair value measurements
and disclosures guidance. The requirements of this guidance include
using an exit price based on an orderly transaction berween market
participants at the measurement date assuming the highest and best
use of the asset by market participants. To perform a market valuation,
the Company is required to use a market, income or cost approach
valuation technique(s). The Company performs its annual impairment
analyses of goodwill and indefinite-lived intangible assets in the fourth
quarter, or when events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable. If Step 1 of the
impairment test indicates that the net book value of the reporting unit
is greater than the estimated fair value, then Step 2 test is required. Step
2 requires that the Company measure the fair value of goodwill of the
reporting unit. As mentioned above, the application of this guidance
which was used to measure the fair value of goodwill in Step 2 of the
goodwill impairment test did not have an impact on the Company’s
financial position or results of operations.

On January 1, 2009, the Company adopted the new earnings per
share guidance on participating securities and the two class method.
The new guidance requires unvested share-based payment awards that
have non-forfeitable rights to dividend or dividend equivalents to be
treated as participating securities. Therefore, the Company’s restricted
stock and restricted stock units which have non-forfeitable rights to
dividends are included in calculating basic and diluted earnings per
share under the two-class method. All prior period earnings per share
darta presented have been adjusted retrospectively. The adoption of
the new guidance did not have a material impact on the Company’s
basic and diluted earnings per share calculations for the years ended
December 31, 2009 and 2008. See Note 24 for further information.

3.  Business Combinations

On January 1, 2008, the Company adopted the fair value measurements
and disclosures guidance. This guidance defined fair value, addressed
how companies should measure fair value when they are required to
use a fair value measure for recognition or disclosure purposes under
GAAP and expanded disclosures about fair value measurements. This
guidance was applied prospectively for financial assets and liabilities
measured on a recurring basis as of January 1, 2008 except for certain
financial assets that were measured at fair value using a transaction
price. For these financial instruments, which the Company has, this
guidance required limited retrospective adoption and thus the difference
between the fair values using a transaction price and the fair values
using an exit price of the relevant financial instruments was shown as a
cumulative-effect adjustment to the January 1, 2008 retained earnings
balance. At adoption, the Company recognized a $4,400 decrease to
other assets, and a corresponding decrease of $2,860 (after-tax) to
retained earnings. See Notes 5 and 6 for further information regarding
these financial instruments and the fair value disclosures, respectively.

Recent Accounting Pronouncements—Not Yet

Adopted

In October 2010, the FASB issued amendments to existing guidance
on accounting for costs associated with acquiring or renewing insurance
contracts. The amendments modify the definition of the types of
costs incurred by insurance entities that can be capitalized in the
acquisition of new and renewal contracts. Under this amended guidance,
acquisition costs are defined as costs that are related directly ro the
successful acquisition of new or renewal insurance contracts. The
amendments are effective for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2011. Therefore,
the Company is required to adopt this guidance on January 1, 2012.
Prospective application as of the date of adoption is required; however
retrospective application to all prior periods presented upon the date
of adoprtion is also permitted, but not required. Early adoption is
permitted, but only at the beginning of an entity’s annual reporting
period. The Company is currently evaluating the requirements of
the amendments and the potential impact, if any, on the Company’s
financial position and results of operations.

In September 2009, the FASB issued new guidance on multiple
deliverable revenue arrangements. This new guidance requires entities
to use their best estimate of the selling price of a deliverable within
a multiple deliverable revenue arrangement if the entity and other
entities do not sell the deliverable separate from the other deliverables
within the arrangement. In addition it requires both qualitative and
quantitative disclosures. This new guidance is effective for new or
materially modified arrangements in fiscal years beginning on or after
June 15, 2010. Earlier application is permitted as of the beginning of
a fiscal year. The Company did not apply the guidance early, thus it is
required to adopt this new guidance on January 1, 2011. The adoption
of this new guidance will not have an impact on the Company’s financial
position or results of operations.

During the years of 2009 and 2008, the Company made several
acquisitions with available cash. There were three acquisitions made in
2010 that individually and in the aggregate are immaterial. The major
transactions completed in 2009 and 2008 are:
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On October 1, 2009, the Company acquired, through a reinsurance
agreement, a block of business from Shenandoah Life Insurance Company
(“Shenandoah”). The Company will assume, on a coinsurance basis,
100% of the group life, disability, dental and vision insurance business



in-force with Shenandoah. There were no goodwill or intangible as:

associated with this agreement.

On Ocrober 1, 2008, the Company acquired 100% of the outstanding
stock 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, wansfer and conveyance of
certain assets and assumed certain liabilities. In connection with the
acquisition, the Company recorded $59,400 of other intangible assets,
all of which are amortizable, and $169,800 of goodwill, The ﬁuc«u that
contributed to the recogniton of g gmodw ill include the future expected
growth of Signal and the acquisition of key former Signal employees,

On September 26, 2008, the Company acquired the Warranty
Management Group business from GE Consumer & Industrial, a unic
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. In connection with the acquisition of this business,
the Company recorded $126,840 of amortizable intangible assets and
$13,160 of goodwill. The factors thar contributed o the recognition of

4. Business Disposition

5 Investments

goodwill include: marketing knowledge gained from the pre- existing
relationship, acquisition of key fomlu GE employees and increased
sales opportunities not afforded the Company under the pre-existing
relationship. 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.

I a separare transaction, GE paid the Company $115,000 in cash and
the Company eliminated 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 pqld 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.
The results of operations of the Signal and GE Warranty Management
Group did not have a material effect on the Company’s results, and
accordingly, proforma information has not been disclosed.

On May 1

2008, the Company sold a subsidiary, United Family Life Insurance Company (‘UFLIC”), to a third party for proceeds of $32,715

The Company recognized a pre-tax gain of $3,175 and an associated net tax benefit of $84,864 from the sale.

5.  Investments

The following tables show the cost or amortized cost, gross unrealized gains and losses and fair value and OTTT of our fixed maturity and equity

securities as of the dates indicated:

December 31, 2010

Cost or Amortized

Gross Gross

Cost  Unrealized Gains  Unrealized Losses Fair Value OTTI in AQCK
Fixed maturity securities: ' o ' :
United States Government :md government agencies : o : :
and authorities ; 244,659 % 6,050 (1,198) % 249510 5
Stares; mu c‘;ipéfi::ié%; ;z,hc.'iypoiitim{ Ghdis 829925 '3‘},,‘368’ {4657 S64834 i :
Foreign governments 617064 3LI8Y {1418) 648535 L e
Asserbacked 39,310 g5 (84) s
Commercial mortgage-backe d 102,317 4,6/0 E e (o 106,971
csidential 764,884 36840 (4,998) 796,728
7411068 541700 48565 790408
TAL FIXED MATURITY SECURITIES 8 10009320 § 664165 8 (60,931) § 1061255 ss
Equity securities: . o o
Common stocks 5545 % 1029 % , @8 65556 S -
Non-redeemable preferred stocks 447,103 32,238 (18953) dcoass
FO'IALE ULLY SECURITIES 452,648 % 33,267 (18, 961) $ 466954 §
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December 31, 2009
Cost or Amortized Gross Gross

Cost  Unrealized Gains  Unrealized Losses Fair Value OTT1in AOCI™Y

Pived maturity securities: e o - -
United Stares Government and government

cncies and authorities $ 115,268 % 5135 % (73) § 120,330 § —

minicipalities and political subdivisions O mrasag ' 42499 - s 5979 E:",‘HO,O{’}V}? e

Foreign governments 545,166 18,076 (4,779) 558463

Asser bcked ... . 3963 e

Commercial mortgage: -bac kuﬂ 1,462y 189907

dential mortgage-bacl Qs 423

(1?7 ‘}‘)8) 7

143,355

k.t,qmty securities:

Gl s e sy s ’ g
Non-redee m 1 55 ‘ (32,055) 5( 8 458 e
TOTAL EQY 8 s e S8 8

(1) Represenis the amount of orber-than-temporary inpairment gaiss m/l()( 1 which, from April 1, 2009, were not inclided in carnings under I/I(’ new OTTT guidance for //t/)f securities.
) '8

The cost or amortized cost and fair value of fixed marurity securities at December 31, 2010 by contractual maturity are shown below. Expected
maturities may differ from contractual maturities because issuers of the securities may have the right to call or prepay obligations with or without
call or prepayment penaldies.
Cost or Amortized
Coost
S s
2,129,325

@

Do in one vear ot less

Due after one vear through five years

Diie e fi e throngh wn vears 1499011
Dhue after ren vears 4,079,473
foml Cgagrs
'\ss‘cit»badxd 39,310
Commercial o mo n;aw hadlkeed 0202
Kcsxdcnf'm mostgage: backed 764,884

§ 10009320 0§

Major categories of net investment income were as follows:

Years Ended December 31,

2010 2009 2008
secisitios % 52909 % 55863 8 3BATL

Equity securities E 43864 38,189
Commioicial T coans o redd estare 88894 '9}11‘!6”' 5013
cy loans 3248 3,329 3,717
Shott e mvestments E059 0 moss 1605
Orher invesements 901“ 17,453 27,395
nd cash equiva : ' 8,}‘3‘) . /

ali investment mmm“ 726,018

[nvestrient expenses 7180

$ 698,838 $ /74 347

NET INVESTMENT IN(OME

No material investments of the Company were non-income producing for the years ended December 31, 2010, 2009 and 2008.

The following table summarizes the proceeds from sales of available-for-sale securities and the gross realized gains and gross realized losses that

have been mdudad in earnings as a result of those sales.

For the Years Ended December 31,

2010 2009 v 2008
: 96007 % 2517080

Proceeds from sales

¢ aser9r %
“ 65,861 50,186 58,855
8,286 ﬂ 987 7 136908

Gross realized gains

o realized logdes
S

For sccurities sold at a loss during 2010, the average period of time these securities were trading continuously at a price below book value was

approximately 26 months.
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The following table sers forth the net realized gains (Josses), including other-than-temporary impairments, recognized in the statement of

operations as follows:

Years Ended December 31,

Net realized gains Hosses) related 1o sales and othe:
F }X(.d md\ml(\ securities
£ quity securities :
Commercial mortgage loans on real estare
~Orher i THvestments

( ()H'{tua? hcld und(’t securities Icnding

20160 2009 2008
$ 17,651 g ;
' (20.931) : r‘m"u
(10,219 326
(1,438 s
»»»»»»» (1 3{, 4873
(14,937) (88,520)
Gil23i288)

(I/H’)’i)

(38,660
53,54 (428,679)

Other-Than-Temporary Impairments

Adoption of the OTTI Guidance

On April 1, 2009, the Company adopted the OTTT guidance which requires
entities to separate an OTTT of a debe security into two components when
there are credit related losses associated with the impaired debt security for

which the Company asseres that it does not have the intent w sell, and it
is more likely than not that it will not be required to sell before recovery
of its cost basis. P
determine whether it had the intent and ability to hold the investment

rior to April 1, 2009, the Company was required to

for a suthcient period of time for the value to recover, When the analysis
of the above factors resulted in the Company’s conclusion thar declines
in market values were other-than-temporary, the cost of the securites was
written down to market value and the reduction in value was reflected as
a realized loss in the statement of operations. Under che OTT
the amount of the O7']

[ guidance,

Trelated o a credit loss is recognized in earnings,
and the amount of the OTTT related ro other, rmwcxed;t, factors (e.g. .
interest rares, marker condjtions, etc.) is recorded as a component of other
comprehensive income. In instances where no credir loss exists but the
Company intends to sell the security or it is more likely than not thac the
Company will have 1o sell the deb security prior to the anticipated recovery,
the decline in market value below amortized cost is recognized as an OTT1
in earnings. [n periods after the recognition of an OTTT on debr securities,
: as if they had been purchased on

the measurement date of the OTTT ar an amortized cost basis (qua} to the
previous amortized cost basis less the OTTT recognized in earnings. For

the Company accounts for such securities

debt securites for which OTTT was recognized in eamings, the difference
between the new amortized cost basis and the cash flows expected to be
collecred will be accrered or amortized into net investment income.

The OTTI guidance required that the Company record, as of
April 1, 2009, the date of adoption, a cumulative effect rid)ﬂ\(lnuli
{0 rec hsstfy the noncredit component of a previously recognized OTT]
from retained earnings to othcx comprehensive income. For purposes
of calculating the cumulative effect adjustment, the Company reviewed
OTTT it had recorded hrough realized losses on securities held at
March 31, 2009, which were $188,614 and estimated the portion related
f

to credit Insxcs (ie., where the present value of cash flows expected to

be collected are lower than the amortized cost basis of the security} and

hc pon‘i(m related to all other factors. The Company determined thar

19,022 of the OTTT previously recorded related to specific credir losses
and $69,592 related to all other factors. Under the OTTI guidance,
the Company increased the amortized cost basis of these debrt securities
by $66,241 and recorded a cumulative effect adjustment, ner of tax, in
its shareholders” equity section. The cumulative effect adjustment had
no effect on total sharcholders’ equity as it increased retained earnings
and reduced accumulated other comprehensive income,

For the twelve months ended December 31, 2010 and 2009, the
Company recorded $10,244 and $35,905, respectively, of OTTT,

which $11,167 and $38,660 was related to credit losses
as net OT'T losses recognized in earnings, with the remaining amounes
of $(923) and $(2,755), respectively,
was recorded as an unrealized gain component of AOCL

and receré(—*c%

I'CIQEC‘({ o é}” ()Yh(‘.!‘ fac[ars Elﬂd

The following rable sets forth the amount of credit loss impairments
recognized within the results of operations on fixed marurity securiries
held by the Company as of the dates indicated, for which a portion
of the OTTT loss was recognized in AOCI, and the corresponding

changes in such amounts.

Year ended
December 31, 2010

Balance, beginning of vear

Additions for credit Im\ imp airments rcu)unmd in the current pcn()d on sccmmas not previously impaired

e

Additions for credit loss impatements recogmized in the current

Reductions f

bt‘mus«.‘ slw c',m‘x,y intends w0 wll t} ccumv

during the period

eriod on secutities previously impaired
scurities which the amount previously recognized in other comprehensive income was recognized in :.nmnhx

Reductions for cre hl los Jmp.mmcms pwvmuslv luognvcd on securities whldl matured

5 108, D53

uud dow n, preg 7(ud or were sold

BALANCE, LN‘ OFYEAR

e
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Bal nce,ﬁgégii’fnmg ok peri’mé -

¢ forcredic hw:. imp

Additior

i for ine reases

Reductions f
during the period

Year ended
December 31, 2009

hufd 5] th{, ‘Ldnpmm of OT I éu!d&ﬂu c(iunv April 1, 2009

fod onsecurities not previously impaired

im credit loss impairments recognized in the cufrent pumd on securities previously impaired
s Hows expocted 1o be collected thatare recognizid over the remaining | life of the sec
sredit loss impairments previously recognized on securities which matured, paid down, prepaic or were sold
(18 ‘)()(
S

BALANCE, END OF VEAR

We regiilarly monitor our investment portfolio to ensure investments
that may be other-than-temporarily impaired are identified in a
timely fashion, proper rly valued, and charged against earnings in
the proper period. The determination tlmt a security has incurred

an other-than-temporary decline in value requires the judgment of

management. Assessment factors include, but are not l1rmt<.<i 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, the intent and ability of the Company to retain the
investment for a perfod of time sufficient to allow for recovery for equity
securities and the im@m to sell or whether it is more likely than not
that the Company will be required to sell for fixed maturity securities.

Inherently, there are risks and uncertainties involved in making these
judgments. Changes in circumstances and critical assumptions such as
a C,(')ntiﬂiled \"]f.??lzk CCOnOImY, & more pﬁm()unctﬁd {fCO[’lOlniC d()\]\/n‘:ui'ﬁ

or unforeseen events which affect one or more companies, industry
s could result in additional impairments in future

SeCtors, o Countr
periods for other-than-temporary de clines in value. Any equity security
whaose price decline is deemed other-than-temporary is written down
to its then current market value with the amount of the impairment

reported as a realized loss in that period. The impairment of a fixed
maturity security that the Company has the intent to sell or that it
is more likely chan not that the Company will be required to sell is
deemed other-than-temporary and is written down to its market value
at the balance sheet date with the amount of the impairment reporred
as a realized loss in that period. For all other-than-temporarily impaired
fixed maturity securities that do not meet either of these two criteria,
the Company is wqu‘ ired to analyze its ability to recover the amortized
cost of the security by caleulating the net present value of projected

future cash flows. For these mhmvthunfumporanly impaired fixed
maturity securities, the net amount rccoguiwd in earnings is cqu:ﬂ )
the difference between the amortized cost of the fixed maturity security
and its net present value.

ASSURANT, INC. - 2010 Form 10-K

The Company considers different factors to determine the amount of
projected future cash Hows and discounting methods for corporate
debt and residential and commercial mortgage-backed or asset-backed
securities. For corporate debt securities, the split between the credit
and non-credit losses is driven nmupdl y by ‘mumptmm regarding the
amount and timing of projected future cash flows. The net present value
is calculated by discounting the Company’s best estimate of projected
future cash flows at the effective interest rate implicit in the xuuru) at
the date of acquisition. For residential and commercial mortgage-backed
and asset-backed securities, cash flow estimates, incl uding prepayment
assumptions, are based on data from widely accepted third-party data

sources or internal estimates. In addition to prepayment «mumpuom,

cash flow estimates vary based on assumptions regarding the underlying
collateral including dcﬁu t rates, recoveries and ¢ chan ves in value. The net
present value is calculared by hxummmw the Company’s best estimate
of projected future cash H(M% at the effective interest rate implicic in
the fixed marurity security prior to impairment at the balance sheet
date. The discounted cash flows become the new amortized cost basis
of the fixed maturity security.

[nn periods subsequent to the recognition of an other-than-temporary
impairment, the Company generally accretes the discount (or amortizes
the reduced premium) into net investment income, up to the non-
discounted amount of projected future cash flows, resulting from the
reduction in cost basis, based upon the amount and timing of the
expected future cash flows over the estimared period of cash Hows.

Realized gains and losses on sales of investments are recognized on the
specific identification basis.
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‘The investment category and duration of the Company’s gross unrealized losses on fixed maturity securities and equity securities at December 31, 2010

and 2009 were as follows:

December 31, 2010

Less than 12 months

12 months or More Total

Lm Value Uateaiued Lmses

United States Government and

government agencies and anthorities 8 S {198)

Fair Yalue Unreaﬁzgd’h)ssm@ ’

Fair Value (.);xreali;ed Losses

»»»»»» $ 105597 8

074 | e

by e a0

2697 (18953)
193,176 §

46,36 (18,961)
December 31, 2009
Less than 12 months 12 months or More Total

Fair Value Unvealized Losses

Fixed marurity securities:

United States Government and

F;iir Value Unrealized Losses Fair Value

Unrealized Losses

bo»emm':nt agencies and amhmmm $ 501 % $ 1,402
’ amupqimm ardt puimmi ' o
sith ' 3,974y Sk i
“(neu,n govu nments 2,172) 17,445 {4,779}
sy S35y 1 e
(313) 29,282 (1,149) 64,087 {1 -4—67‘
- (1804) 563 g s
5 i ()”*3 {}ﬂ (9‘),‘)73) é‘ﬁ/}? 759 (127 99‘%) 8)
06,081 8 tgg;&z}}f 8 1106974 8 wm;isz
Equity securities:
Common st . : $ b 0% 525 % G2dh % a6
\on—redcemxbh pw{e rred swgks 1),)95 (248} 214,928 (31,807) 230,523 fjl,()%)
TOTALEQUITYSECURITIES  § 15693 3 (250) 8 218453 3 (33054) % 234146 $  (33304)

Total gross unrealized losses represent less than 5% and 7% of the
aggregate fair value of the related securitics at December 31, 2010
and 2009, respectively. Approximately 43% and 21% of these gross
unrealized losses have been in a continuous loss position for less than
twelve months at December 31, 2010 and 2009, respectively. '
total gross unrealized losses are comprised of 457 and 635 individual

The

securities at December 31, 2010 and 2009, r(wccti\’ily {n accordance

with its policy described ¢ b(;w , the Company concluded that for these
securities an adjustment to its results e)f operations for other-than-
temporary impairments of the gross unrealized losses was not warranted
at December 31, 2010 and 2009, These conclusions were based on a

detailed apalysis of the underlying credit and expected cash flows of
curity. As of December 31, 2010, the gross m‘raahzed losses that
have been in a continuous loss position for twelve months or more were

cac }.1

and in the financial
industry of the Company's corporate fixed maturity securities. For these
concentrations, gross unrealized losses of twelve months or more were

concentrated in non-redeemable preferred stocks

$35,714, or 79%, of the total. The gross unrealized losses are primarily
attriburable to wxdenmg, credit spreads. As of December 31, 2010, the
Company did not intend to sell the securities and it was not more likely
than ot that the Company would be required to sell the securities
hefore the anticipated recovery of their amortized cost basis.
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The cost or amortized cost and fair value of available for sale fixed maturity securities in an unrealized loss position at December 31, 2010, by
contractual maturity, is shown below:

rorless

["){16: if': ey
Due lfre: one year Ihmugﬁ five years

¢ dfter five yeats rhmugjh ten years
Due after ten years

Toral

Asset-backed

Commercial mortgage

I(cssdcmml mortg;

The Company has exposure to sub-prime and related mortgages
within our fixed maturity security portfolio, At December 31, 2010,
approximately 2.3% of the residential mortgage-backed holdings
had exposure to sub-prime mortgage collateral. This represented
approximately 0.2% of the total fixed income portfolio and 0.7% of
the total unrealized gain position. Of the securities with sub-prime
exposure, approximately 26% are rated as investment grade. All
residential mortgage-backed securities, including those with sub-prime
L"TXP()S[IY(’;‘, are YC’ViCV\/Cd as Pﬂff (:){ f.hC (’mg()ing (")['h(f!"“h3!]"f€}11PC)fElY_\’
fﬁ"}p&iffneﬂ! m()mt’()rmg Process.

The Company has made commercial mortgage loans, collateralized
by the underlying real estate, on properties located throughout the
U.S. and Canada. At December 31, 2010, approximately 40% of
the outstanding principal baisncc of commercial mortgage loans was
concentrated in the states of California, New York, and Washington.

Although the Company has a dxvers fied loan portfolio, an economic

Loan-to-Value

All commercial mortgage loans that are individually impaired have an
established mortgage loan valuation allowance for losses. Changing
cconomic (,ondmom affect our valuation of commercial mortgage loans.
Changing vacancies and rents are incorporated into the discounted cash
fow analysis thar we perform for monitored loans and may contribute
to the establishment of (or an increase or decrease in) a commercial
nortgage loan valuation allowance for losses. In addition, we continue
to monitor the entire commercial mortgage loan portfolio to identify
risk. Areas of emphasis are properties that have exposure to earthquakes,
have deteriorating credits or have cxpun.nccd a reduction in debt-service
coverage ratio. Wnuc rarranted, we have established or increased a
valuation allowance based upon this analysis.

The commercial mortgage loan valuation allowance for losses was
5&"32.838 and $16,129 at December 31, 2010 and 2009, respectively.
‘The provision expense during 2010 and 2009 was $16,709 and $10,221
The provision expense for both periods was mainly due
to one individually impaired commercial mortgage loan with a loan
valuation allowance of $22,092 and $6,320, and a net loan value of

mapcx,md/.
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Cost or Amortized

Cost Fair Value

b e K R
283,701 279,802
dd404 - '

748,246

2,865
A
171 0,924
1,602,535

downturn could have an adverse impact on the ability of its debtors
to repay their loans. The outstanding balance of commercial mortgage
loans range in size from $5 to $16,614 at December 31, 2010 and
from $9 to $22,092 at December 31, 2009.

Credir quality indicators for commercial mortgage loans are loan-to-
value and debt-service coverage ratios. Loan-to-value and debt-service
coverage ratios are measures commonly used to assess the credit quality
of commercial mortgage loans. The loan-to-value ratio compares the
principal amount of the loan to the fair value of the underlying property
collateralizing the loan, and is commonly expressed as a percentage. The
debt-service coverage ratio compares a property’s net operating income
to its debe-service payments and is commonly expressed as a ratio of
one. The loan-to-value and debt-service coverage ratios are generally
updated annually in the third quarter. The following summarizes our
loan-to-value and average debt-service coverage ratios:

% of Gross Debt-Service

Mortgage Loans ,ﬂvergg_c; ratio

666 %
}()1 %
e

6 4 %

Carryin; Vaiug

320,964

$0 and $15,772 at December 31, 2010 and December 31, 2009,

respectively.

Ar December 31, 2010, the Company had mortgage loan commitments
outstanding of approximately $25,140 and is committed to fund
additional capital contributions of $3,524 to joint ventures and to
certain investments in limited partnerships. Furthermore, the Company
has a $100,000 commitment to fund a revolving credit facility with
one of its customers.

The Company has short term investments and fixed maturities of
$553,722 and $542,246 at December 31, 2010 and 2009, respectively,
on deposit with various governmental authorities as required by law.

The Company mainly utilizes derivative instruments in managing the
Assurant Solutions segment pre-arranged funeral business exposure to
inflation risk. The derivative instruments, Consumer Price Index Caps
(the “CPI CAPs”), limits the inflation risk on certain policies. The CP1
CAPs do not qualify under GAAP as effective hedges; therefore, they
are marked-to-market on a quarterly basis and the accumulated gain



or loss is recognized in the statement of operations in fees and other
income. As of December 31, 2010 and 2009, the CPI CAPs included
in other assets amounted to $9,825 and $12,955, respectively. In
2008, upon adoption of the fair value measurements and disclosure
guidance, the Company used an exit price to value the CPI CAPs.
Beginning in the first quarter of 2008, the value of the CPI CAPs was
derived using cash low model based prices in accordance with the
fair value measurements and disclosures guidance, since the market
for CP1 CAPs was not active. The (loss) gain recorded in the results of
operations totaled $(3,130), $6,174, and $4,183 for the years ended
December 31, 2010, 2009 and 2008, respectively.

Collateralized Transactions

‘The Company engages in transactions in which fixed maturity securities,
especially bonds issued by the U.S. government and government
agencies and authorities, and U.S. corporations, are loaned to selected
broker/dealers. Collateral, greater than or equal to 102% of the fair
value of the securities lent, plus accrued interest, is received in the form
of cash and cash equivalents held by a custodian bank for the benefit
of the Company. The use of cash collateral received is unrestricted.
The Company reinvests the cash collateral received, generally in
investments of high credit quality that are designated as available-for-
sale. The Company monitors the fair value of securities loaned and
the collateral received, with additional collateral obtained, as necessary.
The Company is subject to the risk of loss to the extent there is a loss
on the re-investment of cash collateral.

As of December 31, 2010 and 2009, our collateral held under
securities lending, of which its use is unrestricted, was $122,219 and
$218,129, respectively, while our liability to the borrower for collateral
received was $122,931 and $220,279, respectively. The difference
between the collateral held and obligations under securities lending
is recorded as an unrealized loss and is included as part of AOCL
All securities with unrealized losses have been in a continuous loss
position for twelve months or longer as of December 31, 2010 and
December 31, 2009. The Company includes the available-for-sale
investments purchased with the cash collateral in its evaluation of
other-than-temporary impairments.

6. Fair Value Disclosures

6 Fair Value Disclosures

Cash proceeds that the Company receives as collateral for the securities
it lends and subsequent repayment of the cash are regarded by the
Company as cash flows from financing activities, since the cash received is
considered a borrowing. Since the Company reinvests the cash collateral
generally in investments that are designated as available-for-sale, the
reinvestment is presented as cash flows from investing activities.

The Company began engaging in transactions during 2010 in which
securities issued by the U.S. government and government agencies and
authorities, are purchased under agreements to resell (“reverse repurchase
agreements”). The Company may take possession of the securities
purchased under reverse repurchase agreements. Collateral, greater
than or equal to 100% of the fair value of the securities purchased, plus
accrued interest, is pledged in the form of cash and cash equivalents or
other securities, as provided for in the underlying agreement to selected
broker/dealers. The use of the cash collateral pledged is unrestricted.
Interest earned on the collateral pledged is recorded as investment
income. As of December 31, 2010, the Company had $14,370 of
receivables under securities loan agreements which is included in other
assets on the consolidated balance sheets.

The Company enters into these reverse repurchase agreements in order
to initiate short positions in its investment portfolio. The borrowed
securities are sold to a third party in the marketplace. The Company
records obligations to return the securities that we no longer hold. The
financial liabilities resulting from these borrowings are carried at fair
value with the changes in value reported as realized gains or losses. As
of December 31, 2010, the Company had $14,281 of obligations to
return borrowed securities which is included in accounts payable and
other liabilities on the consolidated balance sheets.

Cash payments for the collateral pledged, subsequent cash adjustments
to receivables under securities loan agreements and obligations to
return borrowed securities, and the return of the cash collateral from
the secured parties is regarded by the Company as cash flows from
financing activities, since the cash payments and receipts relate to
borrowing of securities under financing arrangements.

Fair Values, Inputs and Valuation Techniques
for Financial Assets and Liabilities Disclosures

The fair value measurements and disclosure guidance defines fair value
and establishes a framework for measuring fair value. Fair value is defined
as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between marker participants at the
measurement date. In accordance with this guidance, the Company
has categorized its recurring basis financial assets and liabilities into a
three-level fair value hierarchy based on the priority of the inputs to
the valuation technique.

The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). The inputs used to measure
fair value may fall into different levels of the fair value hierarchy. In
such cases, the level in the fair value hierarchy within which the fair
value measurement in its entirety falls has been determined based on the

lowest level input that is significant to the fair value measurement in its
entirety. The Company’s assessment of the significance of a particular
input to the fair value measurement in its entirety requires judgment,
and considers factors specific to the asset or liability.

'The levels of the fair value hierarchy are described below:

* Level 1 inputs utilize quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Company has the ability to access.

* Level 2 inputs utilize other than quoted prices included in Level 1
that are observable for the asset, either directly or indirectly, for
substantially the full term of the asset. Level 2 inputs include quoted
prices for similar assets in active markets, quoted prices for identical
or similar assets in markets that are not active and inputs other than
quoted prices that are observable in the marketplace for the asset.
The observable inputs are used in valuation models to calculate the
fair value for the asset.
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%

Level 3 inputs are unobservable but are significant to the fair value
measurement for the asset, and include situations where there is little,
if any, market activity for the asset. These inputs reflect management’s
own assumptions about the assumptions a market participant would
use in pricing the assct.

A review of fair value hierzirchy classifications is conducted on a
quarterly basis. Changes in the observability of valuation inputs may
result in a rec .1.55«1,ﬁg¢mon of levels for certain securities within the fair
value hierarchy,

The ﬁ)ﬁowinzﬁ tables present the Company’s fair value hierarchy for
assets and liabilities measured ar fair value on a recurring basis as of
December 31, 2010 and December 31, 2009. The amounts presented
below for Collateral held under securities lending, Other investments,

Cash equivalents, Other assets, Assets held in separate accounts and
Other labilities differ from the amounts presented in the consolidated
balance sheets because only certain investments or certain assets and
liahilities within these line items are measured at estimated fair value.
Other investments-and Other labilities are comprised of investments in
the Assurant Investment Plan, American Security Insurance Company

Investment Plan, Assurant Deferred Compensation Plan and the
related deferred compensation lability, respectively. The obligation to
return borrowed securities is also included in Other Liabilities. Other
investments also consist of investments associated with a modified

coinsurance arrangement and other derivarives. |

he fair value amount and
the majority of the associated levels presented for Other investments and
Assets held in separate accounts are received directly from third pardes.

‘The following tables present the Company’s fair value hierarchy for those recurring basis assets and liabilities as of December 31, 2010 and 2009.

December 31, 2010

FINANCIAL ASSETS Total Level 1 Level 2 Level 3
d marurity secutit | , : '
United States Government and government agencies and o
authorities $i TAY ST S $ S255.00% $ 14,506
[ State, municipalities and politcal subdivis - 864,834 e Bedead s e
Foreign &mummms 648,535 ;999 619915 25621
41,750 e 41,750 s
(,ommercinl mortgage-backed 106,971 - 102,429 4547
Residential morgage-backed 796,728 - 796,728 ot
Corporate T904,223 i 778,558 125,685
Bauity seouritiess i
Common stocks 6,566 5543 1.023 S
Non-redeemable preferred 460,358 e 459.850 558
Short-term inve 358702 748,859 * 109,843 ¢ -
Callateral held ander 72919 . e 18,085 ¢ o
Other investments 61428 56,5070 196,612 8,309 1
/ b(%()/iﬁ) 840210 ® 24439 ¢ =
Other asse 11,280 i . 1,455 9.825
Assers held in separate accour 1,954,658 1,707,170 ¢ 227488 .
TOTAL FINANCIAL ASSETS § 14582442 $ 2915422 § 11477974 5 189,046
FINANCIAL LIABILITIES o : ’ ’
Other liabilities $ 65,604 % 51323 $ 14,281 § =
| mbdmes “velared to Separate accolints s 1,934,658 0717600 DU AGE ik
TOTAL FINANCIAL LIABILITIES & 2,000,262 % 1,758,495 5 24,709 $ S
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Drecember 31, 2009

FiNANCIAi ASSE] ‘s

United Snucs. Government and government agencies and
au[hont'c

*d o Sgi.‘g} e ‘mum;m

FOTAL FINAN( TAL LIABILITIES

14,341,268 :

51,410
Ighgais ,, ey
1,951,335 $ ,736 527 % 214,798

Total Level 1 Level 2 Level 3
120,330 $ ‘*) 120,330 $
910,068 910,068
558,463 552,038
. fsfs 963 C B9y

() ()(\ v

127,619

130,726

10,865,923

g Mainly includes mutual frends,
b Mainly includes money market funds.

o Mainly includes fixed manrity securivies.

securities /1?11/ (I//'z’l df’}'htlfl"é')

Maindy includes fived mat

Mainly includes the (()mm»/er Price Index Cap Derivaiives (“CPI Caps”).

There were no significant transfers berween Level 1 and Level 2 financial
assets during the period: However, there were transfers between Level 2
and Level 3 financial assets during the period, which are reflected in the

“Net transfers” line below. Transfers buwm“n Level 2 and Level 3 mose

commonly occur when market observable inputs that were previously
available become unavailable in the current period. The remaining
unpriced securities are submitted to independent brokers who provide
non-binding broker quotes or are priced by other qualified sourees.

The following tables summarize the change in balance sheet carrying value associated with Level 3 financial assets carried ar fair value during

the vears ended December 31, 2010 and 2009:

Year Ended December 31, 2010

Eqnity
Fixed Maturity Securities Securities
United States
Government Non-
Total  and government Commercial redeemable
level 3 agencies Foreign Assct-  mortgage- preferred Other Other
assets a:ldauthorities governinents  backed backed Corporate stocks Investments Assets
Balance, beginning of period . $196,151 § . & 3088 § 9§  3I088 § 136726 8 575 Mf5 1 010
Total (losses) gains (realized/ G S : : :
unrealized) included in mmm;s (2512 (605) 7 (8) 3 56 2 (1.206) 3’,659 (;55,8}7,/ ,/(')32)
¢ ,gams (hmca} T : . o
; 8,979 57 642 5 e s o aesy . -
52,904 328y 588 - 6239 5628
oz G o (22.367) (1,290 (1459
‘{E&Z()j /,/7(]2()71)3’ ’ 23 889:’ (‘322}’}) il 159 s
$:1,89\045w $', 14,506 $ 62] $ 3309 $ 958&5&‘\
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Year Ended December 31, 2009

Equity

Fixed Matarity Securities Secarities

Nog-

Total Commercial redecmable
level 3 Foreign mortgage- preferred Other Other
’ assets governments backed Corporate stocks  investments assets
Balance, heginning of period . $191.685 § 19398 § 38909 106682 5 12581 % 7,004 % 7080

Total gains (losses)(realized/

unrm[xzui) inc udcd in c.mxmm 3,139 1,845 97 (‘) ‘)’()) ----- G 7,112
1 7285 20, 860 AL e
Purchases 42370 - - 41,451 e 294 625
Sales (14,81 /> 10,922 HEGI s Ry 650)
Net U‘ansfbrs’”’ (1,404) (3,081) (19,676) e (7,500) (1, )/l»?.)) ('1’57)

Three different valuation technique -an be used in determining fair
value for financial assets and liabilities: the marker, income or cost
approaches, The three valuation techniques described in the fair value
measurements and disclosures guidance are consistent with generally
accepted valuation methodologies. The market approach valuation
techniques use prices and other relevant information generated by
market transactions involving identical or comparable assets or liabilities.
When possible, quoted prices (unadjusted) in active markers are used
as of the period-end date (such as for mutual funds and money matker
funds). Otherwise, valuation techniques consistent with the market
approach including matrix pricing and comparables are used. Matrix
pricing is a mathemarical technique employed principally to value
debr securities withour relying exclusively on quoted prices for those
securities but racher by r
benchmark quoted securities. Market approach valuarion techniques
often use marker multiples derived from a set of comparables. Multiples

elying on the securities relationship to other

might lie in fanges with a different rmsltiplc for each C()mparab}c.

The sclection of where within the range the appropriate multiple falls
requires judgment, considering both qualitative and quanditative factors
specific to the measurement.

!DCQmC QPPVU‘«ICh \’3]{13“’01) {’CChﬂi(luCS convert {Uturﬁ amounts, SLlCh
as cash flows or earnings, 1o a single present amount, or a discounted
amount. These tachmqtm rely on current market expectations of future
amounts as of the period-end date. Examples of income approach
valuation techniques include present value techniques, option-pricing
models, binomial or lattice models thar incorporate present value
sess earnings method.

techniques and the multi-period ex

Cost approach valuation techniques are based upon the amount that
would be required to replace the service capacity of an asset at the period-
end date, or the current replacement cost. That s, from the perspective
of a market participant (seller), the price that would be received for the
asset is determined based on the cost to a market participant (buyer) to
acquire or construct a substitute asset of comparable utility, adjusted
for obsolescence.

While not all three approaches are applicable to all financial assets or
liabilities, where appropriate, one or more valuation techniques may
be used. For all the classes of financial assets and liabilities included
in the above hierarchy, excluding the CPI Caps and certain privately
placed corporate bonds, the market vcl.h‘x.mon technique is generally

ASSURANT, INC. - 2010 Form 10-K
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used. For certain privately placed corporate bonds and the CPT Caps,
the income valuation technique is generally used. For the years ended
December 31, 2010 and 2009, the application of the valuation technique
applied to the Company’s classes of financial assets and liabilities has
been consistent.

Level 2 securities are valued using various observable market inputs
obtained from a pricing service. The pricing serv
of fair value measurements for our Level 2 securities using proprietary
valuation models based on techniques such as matrix pricing which

ice pl(?[, ares estimates

include observable market inputs. The fair value measurements and
disclosures guidance, defines observable marketinputs as the assumptions
market participants would use in pricing the asset or ki abilftv developed
on marker data obtained from sources independent of the Company.
‘The extent of the use of each observable market input for a security
depends on the type of security and the marketr conditions at the
balance sheet date. Depending on the security, the priority of the use
of observable market inputs may change as some observable marker
inputs may not be relevant or additional inputs may be necessary. The
fallowing observable market inputs (“standard fnputs”), listed in the

approximate order of priority, are utilized in the pricing evaluation of
Level 2 securities: benchmark vields, reported trades, broker/dealer
quotes, issuer spreads, two-sided markers, benchimark securities, bids

offers and reference data. To price municipal bonds, the pricing service
uses material event notices and new issue data inputs in addition o
the standard inputs. To price residential and commercial moregage-
backed securities and asset-backed securities, the pricing service uses
vendor trading platform data, monthly payment information and
collateral performance inputs in addition to the standard inputs. To
price fixed maturity securities denominated in Canadian dollars, the
pricing service uses observable inputs, including but not limited to,
benchmark yields, reported trades, issuer spreads, benchmark securities
and reference data. The pricing service also evaluates each security based
on relevant market information including: relevant credit information,
perceived market movements and sector news. Valuation models can
change period to period, depcndmg, on the appropriate observable
inputs that are available at the balance sheet date to price a security,
When market observable inputs are unavailable to the pricing service,
the remaining unpriced securities are submitted to independent brokers
who provide non-binding broker quotes or are priced by other qualified
sources and are categorized as Level 3 securities. The Company could
not corroborate the non-binding broker quotes with Level 2 inputs.




A non-pricing service source prices certain privatcly placed corporate
bonds using a model with observable inputs including, but not limited
to, the credit rating, credit spreads, sector add-ons, and issuer specific
add-ons. A non-pricing service source prices our CPI Caps using a model
with inputs including, but not limited to, the time to expiration, the
notional amount, the strike price, the forward rate, implied volatility
and the discount rate.

Management evaluates the following factors in order to determine
whether the market for a financial asset is inactive. The factors include,
but are not limited to:

¢ There are few recent transactions,
* Litde information is released publicly,

* The available prices vary significantly over time or among market
participants,

* The prices are stale (i.e., not current), and
* The magnitude of the bid-ask spread.

Illiquidity did not have a material impact in the fair value determination
of the Company’s financial assets.

The Company generally obtains one price for each financial asset. The
Company performs a monthly analysis to assess if the evaluated prices
represent a reasonable estimate of their fair value. This process involves
quantitative and qualitative analysis and is overseen by investment and
accounting professionals. Examples of procedures performed include,
but are not limited to, initial and on-going review of pricing service
methodologies, review of the prices received from the pricing service,
review of pricing statistics and trends, and comparison of prices for
certain securities with two different appropriate price sources for
reasonableness. Following this analysis, the Company generally uses the
best estimate of fair value based upon all available inputs. On infrequent
occasions, a non-pricing service source may be more familiar with the
market activity for a particular security than the pricing service. In
these cases the price used is taken from the non-pricing service source.
The pricing service provides information to indicate which securities
were priced using market observable inputs so that the Company can
properly categorize our financial assets in the fair value hierarchy.

Disclosures for Non-Financial Assets Measured
at Fair Value on a Non-Recurring Basis

‘The Company also measures the fair value of certain assets on a non-
recurring basis, generally on an annual basis, or when events or changes
in circumstances indicate that the carrying amount of the assets may
not be recoverable. These assets include commercial mortgage loans,
goodwill and finite-lived intangible assets.

The Company carries a loan valuation allowance of $22,092 and $6,320
as of December 31, 2010 and 2009, respectively, on one individually
impaired commercial mortgage loan with a principal balance of
$22,092 for both periods. Due to the continued decline in the regional
commercial real estate market, the value of the loan was determined

6 Fair Value Disclosures

to be zero at December 31, 2010. The fair value measurement was
classified as Level 3 (unobservable) inputs in the fair value hierarchy.

In accordance with the goodwill guidance, since the carrying amount
of the Assurant Employee Benefits and Assurant Health reporting units
was greater than their estimated fair values as determined in Step 1 of
the impairment test, the Company was required to measure the fair
value of goodwill of the Assurant Employee Benefits and Assurant
Health reporting units in Step 2 of the impairment test. Goodwill of
the Assurant Employee Benefits and Assurant Health reporting units
with carrying amount of $102,078 and $204,303, respectively were
written down to their implied fair values of $0, resulting in impairment
charges of $102,078 and $204,303, respectively, which was included
in earnings for the period. See Note 11 for further information.

To estimate the fair value of the Assurant Employee Benefits and Assurant
Health reporting units, the Company utilized both the income and
market valuation approaches. Under the income approach, the Company
determined the fair value of the reporting units’ considering distributable
earnings which were estimated from operating plans. The resulting cash
flows were then discounted using a market participant weighted average
cost of capital estimated for the reporting units. After discounting the
future discrete earnings to their present value, the Company estimated
the terminal value attributable to the years beyond the discrete operating
plan period. The discounted terminal value was then added to the
aggregate discounted distributable earnings from the discrete operating
plan period to estimate the fair value of the reporting units. Under the
market approach, the Company derived the fair value of the reporting
units based on various financial multiples, including but not limited to:
price to tangible book value of equity, price to estimated 2010 earnings
and price to estimated 2011 earnings which were estimated based on
publicly available data related to comparable guideline companies. In
addition, financial multiples were also estimated from publicly available
purchase price data for acquisitions of companies operating in the
insurance industry. The estimated fair value of the reporting units was
more heavily weighted towards the income approach because in the
current economic environment the earnings capacity of a business is
generally considered the most important factor in the valuation of a
business enterprise. This fair value determination was categorized as
Level 3 (unobservable) in the fair value hierarchy.

In connection with the acquisition of the Warranty Management Group
business from GE Consumer & Industrial, 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. that included
warranty distribution agreements with two existing retail customers.
For one of the existing retail customers, we recorded a customer related
intangible asset with an associated 10 year amortization period. We
recorded an impairment charge of $47,612 in the fourth quarter of
2010 upon receipt, on November 30, 2010, of notification of non-
renewal of a block of the acquired business effective June 1, 2011.

There was no remaining goodwill or other intangible assets measured
at fair value on a non-recurting basis on which an impairment charge
was recorded as of December 31, 2010.
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The following table presents the
impairment charge was recorded as of December 31, 2009,

“ompany’s fair value hierarchy for goodwill measured ar fair value on a non-recurring basis on which an

Assets at Fair Value Non-Recurring Basis
Total

] Level 1 Level 2 Level 3
Goodwill ar December 31,2009 5 s aae 8

The following table presents

Ovther intangible assers

the goodwill and other intangible assets impairmeunt charges as of December 31, 2010 and 2009:

Impairment Charges Twelve Months Ended December 31,

2010

2009

Fair Value of Financial Instruments Disclosures

The financial instruments guidance requires disclosure of fair value
information about financial instruments, as defined therein, for which
it is practicable to estimate such fair value. Therefore, it requires fair
value disclosure for financial instruments that are not recognized or are
not carried at fair value in the consolidated balance sheets, However,
this guidance excludes certain financial instruments, including those
related to insurance contracts and rhose accounted for under the equity
method and joint ventures guidance (such as real estate joint ventures).

For the financial instruments included within the following financial
assets and financial liabilities, the carrying value in the consolidated
balance sheets equals or approximates fair value. Please refer to the
Fair Value Inputs and Valuation Technigues for Financial Assets and

FLiabilities Disclosures section above for more informarion on the financial
instruments included within the following financial assets and financial
liabilities and the methods and assumptions used to estimate fair value:
¢ Cash and cash equivalents

@ Fixed maturity securities

¢ Equity securities

« Short-term investments

# Other investments

* Ocher assets

¢ Assets held in separate accounts

¢ Collateral held under securities lending

& Other liabiliries
@ Liabilities related to separate accounts
In estimating the fair val
recognized or are not carried at fair value in the consolidated balance
sheets, the Company used the following methods and assumptions:

e (‘)f"iht’ ﬁ 1)&&1’1!.]iél,i instruments {Thxﬁ are not
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Commercial mortgage loans and policy loans

The fair values of mortgage loans are estimated using discounted cash
flow analyses, based on interest rates currently being offered for similar
loans to borrowers with similar credit ratings. M.ot.z,g.)&g: loans with
similar characteristics are aggregated for purposes of the caleulations.
The carrying value of policy loans reported in the balance sheets
approximates fair value.

Policy reserves under investment products

The fair values for the Company’s policy reserves under the investment
producrs are determined using discounted cash flow analysis.

Funds withheld under reinsurance

The carrving value reported approximates fair value due ro the short
maturity of the instruments,

Debt

‘The fair value of debt is based upon marrix pricing performed by the
pricing service.

Mandatorily redeemable preferred stock

The fair value of mandatorily redeemable preferred stock equals the
carrying value for all series of mandarorily x(_dunmbw preferred stock.

Obligations under securities lending

The obligations under securities lending are reported at the amount
Iy

i
received f rom the selected broker/dealer



8 Income Taxes

"The following table discloses the carrying value and fair value of the financial instruments that are not recognized or are not carried at fair value
in the consolidated balance sheets as of December 31, 2010 and 2009,

December 31, 2010 Drecember 31, 2009
Carrying Value Fair Value Carrying Value Fair Ya.)xxc

Commercial mortgage loans on real estate £ 13000 $ 1,428,027
Policy: o G " ' L5607

crves under ivest products

(Individual and g , subject to discre 747,978

Funds withheld un 7,700

942,938
Obligations undet securities lending 220,279 220,279
The fair value of the Company’s liabilities for insurance contracts, interest rate risk, such that the Company’s exposure to changing interest
other than jnvestment-type contracts, are not required to be disclosed. rates is minimized through the matching of investment maturities wich
However, the fair values of liabilities under all insurance contracts are amounts due under insurance contracts,

taken into consideration in the Company’s overall management of

7. Premiums and Accounts Receivable

Receivables are reported net of an allowance for uncollectible amounts. A summary of such receivables is as follows:

As of December 31,

- 2010
:/:f fiiums eceivable. i S . - o ' - & 468,3%?, 5
bles .
i1 uneol] rible :aj?n&‘mn,ts, / . ... . ______ ,(33;1,28)’ :

% vy g

8.  Income Taxes

The Company and the majority of its subsidiaries are subject to U.S. tax and file a U.S. consolidated federal income tax return. Information
tax expense {(benefit) follows:

about current and deferred

Year Ended December 31,
2009 2008

$

295,779 § 320,931

-
Total current expense 353,424 347,809

Defetred benefit:

i de' rred benefit

INCOME TAX EXPENSE

5816)
327267 8

"The provision for foreign taxes includes amounts aceributable to income from U.S. possessions that are considered foreign under U.S. tax laws.
International operations of the Company are subject to income taxes imposed by the jurisdiction in which they operate.
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A reconciliation of the federal income tax rate to the Company's effective income tax rate follows:

Fedér

Reconcxlmg items:

tax mte. ‘

Tox exemptinterest

L )!Vldcnus m,mw +d dcd uctio n

Bare fgi}, eary

Foreign tax credit
Change

| valmt fon ;ﬂkma 1

Loss on sale of subsidiary
Goodwill |
Other
EFFECTIVE IN¢

During 2008, the Company recorded a tax benefit of $174,864 from
The gross

the loss.on the sale of a non-operating subxldlary‘ UFLIC.
deferred tax asset for camulative realized and unrealized capital losses
as of December 31,

2010 and 2009 was $246,300 and $3()6,300,
respectively, including the carryover from the loss on the sale of UFLIC.
The decrease in losses is primarily related to utilization of capital loss

December 31,

2010 2009 2008
. 35.0% S0% . %
(1.3 18
08 (0.6)
s 3 1
22 (1.8)
1] 0

carryforwards during 2010 due to more realized gains in the portfolio.
The gross deferred tax asset related to capital losses of $246,300 has been
reduced by a valuation allowance of $80,000 as of December 31, 2010,
The amount of the valuation allowance is based on an assessment of
the Company’s ability to generate taxable income in the future.

A reconciliation of the beginning and ending amount of unrecognized tax benefits for the years ended December 31, 2010 and 2009 is as follows:

Balance at beginning of year

f\ddxtmns b.xsui on fax po

fons rd‘xtcd to Lhe current year

Rmhi ¢ ‘f}

l apses -

BALANCE ATE ND OF YFAR

Year Ended December 31,

2010 2009
(23,142) §  (15.780)
(1,209 (8,513)
19266 8w
(14277 (10,144)
3905 1093
1,120 472

Bags
(15,780)

495
$ (38440 $

o
(23,142) $

Ihe toral unrecognized tax benefit, $22,249, $22,321, and $19,604
for 2010, 2009, and 2008, respectively, which includes interest, would
impact the Company’s consolidated effective tax rate if recognized. The
liability for unrecognized rax benefits is included in tax payable on the
consolidated balance sheets.

The Company’s continuing practice is to recognize interest expense
refated to income tax matters in income tax expense. During the years
ended December 31, 2010, 2009 and 2008, the Company recognized
approximarely $1,000, $1,500 and $2,500, respectively, of interest
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expense related to income tax marters. The Company had $5,700
and $4,700 of interest accrued as of December 31, 2010 and 2009,
respectively. No penalties have been acerued.

The Company, and its subsidiaries, file income tax returns in the
U.S. and various state and foreign jurisdictions. The Company has
substantially concluded all U.S. federal income tax matters for years
through 2004. Substantially all state, local and non-U.5. income tax
mactters have been concluded for the years through 2002.



‘the tax effects of temporary differences that result in significant deferred tax assees and deferred rax labilities are
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» as follows:

December 31,

2010 2009
$ 512,504 3 526,076
16,286
76,703
52897 47015

bl ,346’ '
115497

10,992

1,058,109

(81,688)

976,421

’\(70€ya07} S TI4A829)
\C2'< 17,098) (94,352)

9”‘1.*2 _(809,181)

NET DFI ERRPD IN( OME TAX ASSF'E

$ 96430 § 167,240

‘The Company’s total valuation allowance against deferred rax assers
increased by $9,050 to $90,738 ar December 31, 2010 from $81,688
at December 31, 2009, A cumulative valuation allowance of $90,7 %8
has been ;u.mdcd because it is management’s assessment that it |
more likely than not that only $989,335 of deferred tax assets will E’m
realized. Of the roral $90,738 valuation allowance $80,000 relates to
the deferred rax asset on capital losses.

The Company’s ability o realize deferred tax assets depends on its
ability to generate sufficient taxable income of the same characrer
within the carryback or carryforward periods. In assessing furure GAAP
taxable income, the Company considered all sources of taxable income

available to realize its deferred tax asset, including the future reversal

of existing temporary differences, future taxable iricome exclusive of

At December 31,

Net operating loss carryforwards total $

Expiration Year

2010, the Company and its subsidiaries had net operating loss carryforwards for U.S. feder
174,881 and will expire if unused as follows:

reversing temporary differences and carryforwards, taxable income in
carryback years and tax-planning strategies. If changes occur in the
assumptions underlying the Company's tax pbnnm%? strategies or in
the scheduling of the reversal of the Company’s deferred rax liabilities,
the valuation allowance may need to be adjusted in the future.

Other than for certain wholly owned Canadian subsidiaries, deferred
taxes have not been provided on the undistributed earnings of wholly
owned foreign subsidiaries since the Company intends o mdchnm -ty
reinvest the earnings in these other jurisdictions. The cumulative amount
of undistributed earnings for which the Company has not provided
deferred income taxes is 5 28,842, Upon dmnbumm of such carnings
in a taxable event, the Company would incur additional U.S. income
raxes of $31,421 net of anticipated foreign tax credits.

al and foreign income tax purposes.

Amount

1.604
785
9,978
510

L

67

A6

2,144

2003

2,637

133,185

$ 174,881

ravers, all of which were generated during 2008 and
8 g2

2009 for U.S. federal and state income tax purposes. The 2008 capital loss carryovers of $388,608 will expire if not utilized within t,hxw years

while the 2009 capital loss carryovers of $33,925 will expire if not urilized within four years.
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9 Deferred Acquisition Costs

9. Deferred Acquisition Costs

Information about deferred acquisition costs is as follows:

December 31,

‘ . - 2010 2009 2008

hdbomne oy s i S R
Costs deferred and othm / :?,:497,480 1,441,972 1 4]0,:31 1

_ Amoitization ... L S asmuiy R0
ENDING BALANCE $ 2493422 % 2,504,654 $ 2,650,672

(1) Includes foreign currency transiation.

10. Property and Equipment

Property and equipment consists of the following:

As of December 31,
2009

14449 f :
2()6,45‘8

676,056

Less accumulare . - , (437.523)  (A00.636)
TOTAL § 267,169 & 275,420

Depreciation expense for 2010, 2009 and 2008 amounted to $59,017, $61,772 and $59,696, respectively. Depreciation expense is included in
underwriting, general and administrative expenses in the consolidated statements of operations.

11. Goodwill

information about goodwill is as fellows:

20160 2()09 ’ 2008

Balario a5 of Jantary L o o , L o -
Goodwill & e 2 ,3%7 g

$ 2,093,595

_g}(‘gumala*ed impaimentloss . (1,343, 939) o , 260939
926 398 1,001 39‘) 837 656
Additions w9 ss R
‘orexg,n currency tmm] mcm and other - {43}’} 3,979 ) (I»«,713)

_mpainments . ...
i:oodwzl ) : 2 27‘3 09‘) 2 7/(3\;3 77
BALANCE AS QF DEQEMBER 31 $ - ,%79 $ 9263598 $ 1 0(}1 899

(1) Amounts primarily attributable to the acquisitions of the GE Warranty Management Group on September 26, 2008 and The Signal on Cetober 1, 2008, See Note 3 Business

3

(2} Represents impaivment of Assurant Emplayee Benefirs reporting unit. See Notes 2 and 6 for firther information.

(3} Represents impairment of Assurant Employee Benefits and Assurant Health reporting units, See Notes 2 and 6 for further informarion.

The Company has assigned goodwill to its reportable opuatmo segments for impairment testing purposes. The Corporate and other segment is
not assigned goodwill. Below is a roll forward of goodwill by reportable segment.
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Balance at December 31, 2008
Goodwill

Accumulated imips

Specialty Praper

11 Goodwill

i Heahh : Q;ﬂsolid;tt@f}m

2,262,838

239,726

: :,3)523: .

Acquisitions , v
rolcn;n currency o anslation (md otl rer 3,979
Ampairment . e
Balance at December 31 209‘)
Goodwill - o leaiasy
(l ,260,939)

239,726 I O()! 8‘)')

2290, 537
(1,347

Auumu atcd mlp‘mmv

Acquisitions

Foreign currency rranslat

lmpuumtm

$ 379 935 $

199
437y

(306,381)

2,270,099
650520
619,779

239,844 %

(1) The accwmudated impairment loss relates ww an acquisition made in 1999, //w entity acquired bad /)mzwm‘c that uimwify .zzr/ummw’v m’rmmlﬂr/ //)! h’w / mmmf Sz)luz:mu mm’

Assurant Specialty Pr wents, Prior to 2006, the Assurant Solutio
the entire goodwill impaivment recognized in 2002 due to the adoption o

In accordance with the goodwill guidance, goodwill is deemed to have
an indefinite life and should not be amortized, but rather must be
tested, at least annually, for impaitment. Tn addition, goodwill should
b(’: tCSted f‘()f iIT\.p;l;ﬂ’]’iCn[ thV\’CCH ;11’”11131 fests if an event occurs or
circumstances change that would “more likely than not” reduce the
estimated fair value of the reporting unit below its carrying value.

The goodwill impairment test has two steps. Step- 1 of the test identifies
potential impairments at the reporting unit level, which for the Company
is the same as our operating segments, by comparing the estimated
fair value of c'1 reporting unit to its net book value. If the estimated
fair value of a reporting unit exceeds its net book value, (’hc‘re is no
impairment of g@odwdl and Step 2 is unnecessary. However, if the net
book value exceeds the estimated fair value, then Step 1is fai kdg and Step
2 is performed to determine the amount of the potential impairment.
Step 2 utilizes acquisition accounting guidance and requires the fair
value calculation of all individual assers and liabilities of the reporting
unit {excluding goodwill, but including any unrecognized intangible
assets). The net fair value of assets less liabilities is then compared to
the reporting unit’s rotal estimated fair value as calculated in Step 1
"The excess of fair value over the net asset value equals the implied fair
value of goodwill. The implied fair value of goodwill is then Lompaud
to the carrying value of goodv\fdl to determine the reporting unit’s
goodwill impairment.

1 42 s mmmm’ in the iﬂ}/[ﬂf zmz/c'/ the Assurant Sa’mmn\ >¢j§()7/¢'71r

In the fourth quarters of 2010 and 2009, we conducted our annual
assessments of goodwill. Based on the results of the 2010 assessment,
the Company concluded that the net book values of the Assurant
Employee Benefits and Assurant Health reporting units exceeded
their estimated fair values and therefore performed a Step 2 test, Based
on the results of the Step 2 test, the Company recorded impairment
charges of $102,078 and $204,303 related o the Assurant Employee
Benefits and Assurant Health reporting units, respectively, representing
their entire goodwill asset balances. During 2009, the Company
concluded that the net book value of the Assurant Employee Benefits
reporting unit exceeded its estimated fair value and recorded an $83,000
impairment charge after performing a Step 2 test. For both 2010 and
test was not performed,
the estimated fair value of the reporting units exceeded their respective
et book values and therefore goodwill was not impaired. The 2010
impairments at Assurant Employee Benefits and Assurant Health
reflects the effects of the Affordable Care Act, the low interest rate
environment, continuing high unemployment, the slow pace of the

2009, those reporting units where a Step 2

economic recovery and increased net book values, primarily related to
their investment portfolios. The 2009 impairment at Assurant Employee
Benefies reflected the challenging near term growth environment for
the Assurant Employee Benefits reporting unit and an increased net
book value of the reporting uni, pnmauiv related to its investment
portfolio. Management remains confident in the long-term prospects
of both the Assurant Employee Benefits and Assurant Health reporting
units. See Note 6 for further information.
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12 VOBA and Other Intangible Assets

12.  VOBA and Other Intangible Assets

Information about VOBA is as follows:

For the Years Ended December 31,

2010 2009 2008

Seginning balance . o o g f94,632 5 s S 125612
Deletions : S - (199)

Amortization, net of interest acerued .. @ e fu 5060 (13.890) (16:696)

Foreign currency Lmnslauon md uthu S 102 318 (513}

ENDING BALANCE o . S 82208 § . 94632 $ 108,204

As of December 31, 2010, the entire outstanding balance of VOBA is from the Assurant Solutions segment with the majority related to the
gb s seg ;
prenced business. VOBA in the preneed business assumes an interest rate ranging from 5.4% to 7.5%.

Ar December 31, 2010 the estimated amortization of VOBA for the next five years and chereafter is as follows:

Year Amount

2012 8,962

2014 7,996

2015 7600

> 'mtrm 38,058

TOTAL 82,208
Information about other intangible assets is as follows:

As of December 31,

2010 2009

Accamulated Net Other Accumulated Net Other

Carrying Value Amortization Inmn;,tbie Assets  Carrying Value Amortization _ Intangible Assets

Contract based intangibles S 6T S (31,874 % 34173 %6 0 66047 % (6866 5 39,181

Customer related intangibles © : 445,35? 25 (188.090) 257 76/ 398,094 (147,121) 250,973

Marketing relaced intangibles a6 (17647 20, 0())7? . . o

TOTAL $ 549,120 $ (237,611 § 311,509 $ 498,683 $  (183,880) $ 314,803

2010 cu ier related carrying valuc and accumulated amortization amounts is an impairment charge of $47,612. This impairment charge relutes to the Assurant
1 and is relared 1o 2 forrth quarter 2010 client notification of non-renewal of @ block of domestic service contract business effecive June 1, 2011,

(1) Exchided fr
Solutions seg

Other intangible assets that have finite lives, including customer relationships, customer contracts and other intangible assets, are amortized
over their useful lives, The estimated amortization of other intangible assets and the amount of indefinite lived intangible assets, which mainly
include stare licenses, are as follows:

Year Amount
T R e T 2 T T T A
2012 48,228
i o
2014 35,406
15 30,036
Thereafter L 97.644
Torabother iximnnibl ¢ assets with finite lives 308,784
Total other intangible assets with indefinite lives 2,725
TOTAL OTHER INTANGIBLEASSETS = - $ 311,509
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13 Reserves

The following table provides reserve information of the Company’s major product lines at the dates shown:

December 31, 2010 December 31, 2009
Claims and Benefits Payable Future Claims and Benefits Payable
Policy
Future Policy Incurred But Benefits Incurred But
Benefits and Unearned Case Not Reported and Unearned Case Not Reported

Expenses

Premiums Reserves Reserves Expenses Premiums Reserve

Long Duration Con
Preneed funeral life insurance
policies and investment-type
annuity contracts

- Life insurance n 1t
Universal life and other products
no longer offer

ical

Med

862,431

4550

Reserves

5 $ 3,629,601 37,672 %

13,737

Group term life 209 e 8191

Grc)\,xl?/disabilizy : e 1,251,999 152,275 7,705 1,274,378 143,052
Medied 0 L 46 okass . el R
Dent | 5079 18063 4,334 5,709 19,464
1887759 168952 349479 iEedsyr T isnte L Ak

§:111<i l)if;;l[)ili;i}' «,~—// . 307,430 G1;808 69,644 - 366,313 81,726
Service Contracts = 2363836 2,855 40373 ~ 2482683 2350
— 260,673 8,211 17,875 — 187,267 10,013 16,513

. $8,105,153 $5,063,990 $ 1,884,079 $ 1,467,090 $7.

33 55153564 52008815 §15357.512

"The following table provides a roll forward of the Company’s product lines with the most significant claims and benefits payable balances: group
term life, group disability, medical and property and warranty lines of business. Claims and benefits payable is comprised of case and IBNR reserves.
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Group Group  Short Duration  Long Duratien Property
ferm Life

Disabili Medical wo Medical ¥

(41 411) (4,046) (1 19 09
75a880 0 Aloed ‘,,,333,%

ary 12008, et of rinsiiranc 69”": 148843

Emmred lms ;damu o

Clirrent year s sus s
Prior year's interest 8 88 65,751 —— e
119,705 314,085 1,025,745
807,087
209,506
1,016,593

Inc

30, 006" ...
1,303,788 ’ 125,786

Total incurred losses

Daidl losses relared tor G
97,780

Current year 88,063
oty ' " . s 20
Total paid lo 131,444 351,791 205,185 125.5%

54009 1380302 ., Lhas
Lo 37128 30, m 1959
359626 BL84

oth 600  (30,428) (1,959)
Balance as Of},ﬁm '"\ i; ZUI(} der of reinsurance 154009 138 329;>J.93 e
Incurred losses refated to:
Cureent vear s sig 0908 oBsde | sR0s4Y

Prior vear’s interest

8,471 60,738 -

 Prior year (s) @699 66451  (46209)
Total incurred losses 118,822 1,225,594 834;07 i’
Pgﬁ&figzssés&ieﬁiémé o o . : S
Current vear 83,482 1,028,147 608 085
i {s) s 251817 50500
s 129,852 1,279,964 858,605
Balance as of December 31, 2010, 1ies of :foinsm": = 242979 ) '2374@28 - : ’/’,'559:;;399
Plus: Rcmsumm,a ceded and mhu 3,021 .37,182 19,562 149,032

290390 § 18559 % 518,431

ns related experses whose subsequent
ision of benefits), which cannot be

% 246000 $ 1404274 8

ither been () reinsurved to thna’[m (
15 TOAT 1 [)7///11)1))! L even {/(anfr{]rt) LEre Carnceii (,fi ,/;5[4‘,(4?] s

¥, OF ((/ reserves P“&Zt’hllfhld fm’ /1///11\42,

olt-forward approach.

p{&}W{PI s #not
analyzed appropri

i‘m :}1!1/'(}//1//(1{(71 wused for settling claims and /u»M/}fx l)mw/»"( are sr'mr'l'm

Short Duration Contracts Case and IBNR reserves are developed using acruarial principles and

, i assumptions that consider, among other things, contractual requirements,
‘The Company’s short duration contracts are comprised of group term life, historical utilization trends and payment patterns, benefit changes,
group disability, medical, dental, property and warranty, ““d” life and medical inflation, seasonality, membership, product mix, legislative
disability, extended service contracts and all other. The principal products and regulatory environment, economic factors, disabled life mvormiity
and services included in these categories are described in the summary and claim termination rates and other relevant factors. The Company
of significant accounting polices. See Note 2 for further information. consistently applies the principles and assumprions listed above from year
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to year, while also giving due consideration to the potential variability
of these factors.

Since case and IBNR reserves include estimates developed from various
actuarial methods, the Company’s actual losses incurred may be more
or less than the Company’s previously developed estimates. As shown
in the table above, if the amounts listed on the line labeled “Incurred
losses related to: Prior years” are negative (redundant) this means that
the Company’s actual losses incurred related to prior years for these
lines were less than the estimates previously made by the Company.
If the line labeled “Incurred losses related to: Prior years” are positive
(deficient) this means that the Company’s actual losses incurred related
to prior years for these lines were greater than the estimates previously
made by the Company.

Medical reserves established for obligations that would persist even
if contracts were cancelled (such as extension of benefits) have been
excluded from the incurred loss roll-forwards because they cannot be
analyzed appropriately under a roll-forward approach.

The Group Term Life case and IBNR reserves redundancies in all years
are due to actual mortality rates running below those assumed in
prior year reserves, and actual recovery rates running higher than those
assumed in prior year reserves.

Group Disability case and IBNR reserves show redundancies in
all years due to actual claim recovery rates exceeding those assumed
in prior year reserves.

The redundancies in our Medical lines case and IBNR reserves were
caused by the Company’s claims and other case reserves developing
more favorably than expected. The Company’s actual claims experience
reflected lower medical provider utilization and lower medical inflation
than assumed in the Company’s prior-year pricing and reserving
processes as well as favorable litigation settlements.

The Company’s group disability products are short duration contracts
that include short and long term disability coverage. Case reserves
and IBNR for long-term disability have been discounted at 5.25% in
2010. The December 31, 2010 and 2009 liabilities net of reinsurance
include $1,337,576 and $1,353,597 respectively, of such reserves.
The amount of discounts deducted from outstanding reserves as of
December 31, 2010 and 2009 are $469,442 and $473,509, respectively.

In 2010, 2009, and 2008 the Company’s Property and Warranty case
and IBNR reserves reflected redundancies from the Company’s lender-
placed homeowners business due to lower than anticipated loss ratios.
The current year redundancy increased due to favorable development
on a long tail product and a Credit product as well as various other
short tail product lines. A subrogation recovery, net of reinsurance, of
$9,000 associated with the 2007 California wildfires contributed to
the redundancy in 2009. For the longer-tail Property and Warranty
coverages (e.g. asbestos, environmental, and other general liability), for
all other years presented, there were no material changes in estimated
amounts for incurred claims in prior years. Property and Warranty case
and IBNR reserves were at their highest level at December 31, 2008 due
to outstanding 2008 hurricane claims, most of which were paid in 2009.

Long Duration Contracts

The Company’s long duration contracts are primarily comprised of
preneed life insurance and annuity policies, life insurance policies (no
longer offered), universal life and annuities (no longer offered), FFG and
LTC disposed businesses and medical policies. The principal products

13 Reserves

and services included in these categories are described in the summary
of significant accounting policies. See Note 2 for further information.

The Company’s Solutions segment manages preneed insurance products
through two separate divisions: the independent division and the
American Memorial Life Insurance Company (“AMLIC”) division.
The Company signed an agreement with Forethought Life Insurance
Company on November 9, 2005 whereby the Company discontinued
writing new preneed insurance policies in the U.S. via independent
funeral homes. The reserve assumptions for future policy benefits
and expenses for pre-funded funeral life and annuity contracts and
traditional life insurance (no longer offered) by the preneed business

differ by division and are established based upon the following:

PreNeed Business—Independent Division

Interest and discount rates for preneed life insurance issued prior
to 2009 vary by year of issuance and product, are based on pricing
assumptions and modified to allow for provisions for adverse deviation.
For preneed life insurance with discretionary death benefit growth
issued after 2008, interest and discount rates are based upon current
assumptions without provisions for adverse deviation. During 2010
and 2009, interest and discount rates ranged berween 4.5% and 7.3%.

Interest and discount rates for traditional life insurance (no longer
offered) vary by year of issuance and products and were 7.5% grading
10 5.3% over 20 years in 2010 and 2009 with the exception of a block
of pre-1980 business which had a level 8.8% discount rate in 2010
and 2009.

Mortality assumptions for business issued prior to 2009 are based upon
pricing assumptions and modified to allow for provisions for adverse
deviation. For business issued after 2008, mortality assumptions are
based upon pricing assumptions without provisions for adverse deviation.
Surrender rates vary by product and are based upon pricing assumptions.

Future assumed policy benefit increases on preneed life insurance issued
prior to 2009 ranged from 1.0% to 7.0% in 2010 and 2009. Some
policies have future policy benefit increases, which are guaranteed or
tied to equal some measure of inflation. The inflation assumption for
most of these inflation-linked benefits was 3.0% in both 2010 and
2009 with the exception of most policies issued in 2005 through 2007
where the assumption was 2.3%. Future policy benefit increases for
business issued in 2010 are based on current assumptions.

The reserves for annuities issued by the independent division are based
on assumed interest rates credited on deferred annuities, which vary
by year of issue, and ranged from 1.5% to 5.5% in 2010 and 2009.
Withdrawal charges, if any, generally range from 7.0% to 0.0% and
grade to zero over a period of seven years for business issued in the
U.S. Canadian annuity products have a surrender charge that varies
by product series and premium paying period.

PreNeed Business—AMLIC Division

Interest and discount rates for preneed life insurance issued or acquired
after September 2000 and prior to 2009 vary by year of issuance and
are based on pricing assumptions and modified to allow for provisions
for adverse deviation. For preneed life insurance with discretionary
death benefit growth issued after 2008, interest and discount rates are
based on product nonforfeiture rates and current assumptions without
provisions for adverse deviation. Discount rates for 2010 and 2009
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issues ranged from 4.0% to 5.8%. Prenced insurance issued prios ©
October 2000 and all rmditiomi life insurance issued by the AMLIC
division use discount rates, which vary by issue year and pmau;n
ranging from 2.5% to 7.5% in 2010 and 2009.

Mortality assumptions for preneed life insurance issued or acquired
after September 2000 and prior to 2009 are based upon pricing
assumptions, which approximate actual experience, and modified to
allow for provisions for adverse deviation. For preneed life insurance
with discretionary death benefit growth issued after 2008, mortality
assumptions are b ased upon pricing assumptions, which approximate
actual experience, without provisions for adverse deviation. Surrender
rates for preneed life insurance issued or acquired in October 2000
and beyond vary by product and are based upon pricing assumptions.
Mortality assumprions for all preneed life insurance and traditional life
insurance acquired by the AMLIC division priot to October 2000 are
based on statutory valuation requirements, which approximate GAAR,
with no explicit provision for lapses.

Future policy benefit increases for preneed life insurance products are
based upon pricing assumptions. First-year guaranteed benefit increases
were 0.0% in 2010 and 2009. Renewal guaranteed benefit increases
ranged from 0.0% to 3.0% in 2010 and 2009. For contracts with
minimum benefit increases associated with an inflation index, assumed
benefit increases equaled the discount rate less 3.09% in 2010 and 2009.

The reserves for annuities issued by the AMLIC division are based
on assumed interest-rates credited on deferred annuities and ranged
from 1.0% to 6.5% in 2010 and 2009. Withdrawal charges ranged
from 0.0% to 8.0% grading to zero over eight years for business issued
in the United States, Canadian annuity products have a flat 35%
surrender charge. Nearly all the deferred annuities contracts have a
3.0% guaranteed interest rate,

14. Reinsurance

"The reserves for universal life and annuity products (no longer offered)
in the Assurant Solutions segment have been established based on the
following assumptions: Interest rates credited on annuities, which vary
by product and time when funds were received, ranged from 3.5% to
4.0% with guaranteed credited rates that ranged from 3.5% to 4.0% in
2010 and 2009, except for a limited number of policies with credited
rates of 4,5% with guaranteed credited rate of 4.5%. Annuities are also
subject to su rrcndor ch ar&,es, which vary by contract year and grade
to zero over a period no longer than seven years. Surrender values on
annuities will never be less than the amount of paid-in premiums
(net of prior withdrawals ) r«.gﬁaxdlcxx of the surrender charge. Credited
interest rates on universal life funds vary by product and time when
funds were received and mngcd from 4.0% to 4.1% in 2010 and 2009.
Guaranteed crediting rates where present were 4.0%. Additionally,
universal life funds are subject to surrender charges that vary by product,
age, sex, vear of issue, risk class, face amount and grade to zero over a
period not longer than 20 years.

FFG and LTC

Reserves for businesses previously disposed of by FFG and 1ITC
included in the Company’s reserves in accordance with the insurance
guidance. The Company mainsains an offserting reinsurance recoverable
14 for further information.

are

related to these reserves. See Note

In the ordinary course of business, the Company is involved in both the assumption and cession of reinsurance with non-affiliated companies.
The following table provides dertails of the reinsurance recoverables balance for the years ended December 31

S md bme&is pw&blu .
Ceded paid losses

A key credit quality indicator for reinsurance is the A.M. Best
financial sm'ngsh ratings of the reinsurer. The A.M. Best ratings are an
independent opinion o{ a reinsurer’s ability to meer ongoing @bhgan@m
to policyholders. The A.M. Best ratings for new reinsurance agreements
where there is material credic exposure are reviewed at the time of

ASSURANT, INC. - 2040 Form 10-K

2010 2009
% 35344066 % 2786916
' 796,944 698
8331

64 997
31,734

$ 4997316 §

execution. The A.M, Best ratings for existing reinsurance agreements
are reviewed on a periodic basis, at least annmlh The following table
provides the reinsurance recoverable as of December 31, 2010 grouped

by A.M. Best rating:
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Best Ratings of Ceded future policyholder  Ceded unearned Ceded claims and Ceded paid
Remsmr benefits and ex ense remiums bcnehis ayable  losses
=
1,540, ()S%, 69631 120411 4,563 :
otBe , . .
B or Ev ’ — 19,626 3937 e 23,5G3

3,985 668,013 139,781 %4) ’n%
34066 796944 B35 48210 . 5012950
— —- - (15,635) (15,635)

S — T

¢ :mii Ec ow

AM. Best ratings for The Hartford and John Hancock, the reinsurers with subsidiaries in which the clients have an ownership interest. To mitigate
the largest reinsurance recoverable balances, are A and A+, respectively. exposure to credit risk for these reinsurers, the Company evaluates the
AM. Best recently placed a negative outlook on the financial strength financial condition of the reinsurer and holds substantial collateral (in
ratings of John Hancock and a stable outlook on the financial strength the form of funds withheld, trusts, and letters of credit) as security.
ratings of The Hartford. The total amount of recoverable for these two The Not Rated category also includes recoverables from the National

reinsurers is $3,488,908 as of December 31, 2010. Most of the assets ~ Flood Insurance Program and the Florida Hurricane Catastrophe Fund.
backing reserves relating to reinsurance recoverables from these two

. ¢ An allowance for doubtful accounts related to reinsurance recoverables
counterparties are held in trust.

is recorded on the basis of periodic evaluations of balances due from

A substantial portion of the Not Rated category is related to Assurant reinsurers (net of collateral), reinsurer solvency, managements experience
Solutions” and Assurant Specialty Property’s agreements to reinsure and current economic c*ondiriom The qflowanu for doubtful accounts
premiums and risks related o business ge mr’ucd by certain clients was $15,635 and $6,254 at December 31, 2010 and 2009, respectively.

to ‘fhﬁ L}ICH(S OWnN C,JPUVC insurance mmpame.s or to reinsurance

Information about the valuation allowance for reinsurance recoverable is as follows:

Years Ended December 31,
‘ 2010 2009

anvm(m 92606
e . S i '1],6:’" .
Direct write-downs charged against th(, al l{wmnce s ,

BALANCE AS OF THE END-OF-YEAR ‘15 635 §

{3/ a;t&dxcmm o

The effect of reinsurance on premiums earned and benefits incurred was as follows:

Years Ended December 31,
2010 2009 2008
Long Short Long Short Long

Dhuration Dasation Total Dumtifm Total  Duration

9377957 % 997538 %
231,102 7,176
| Vo

3 $ 9306007 § 45,@5»;%’ 86
j 325100 8,852
0228 O/m G

w 641084 8
746/' v

, (
NET EARNI D
PREMIUMS

AND OTHER

( ONSIDFRA'I IONS

,,856 48 3 372,9‘)8 5 3?’46 597 i ,‘,;,59‘%,

Pohcvholdu bcmﬁm
assumed

185,439 27692 220353 248,245

NET POLICYHOLDER

376,066 $ 3264912 $3.640,9;

BENEFITS $ $ 433,343 $ 3,434,639 $ 3,867,982 % 592,794 $ 3,426,353 $ 4,019,147

The Company had $1,190,763 and $1,052,007, respectively, of invested The Company utilizes ceded reinsurance for loss protection and capital
assets held in trusts or by custodians as of December 31, 2010 and management, busiress dispositions, and in Assurant Solutions and
2009, respectively, for the benefit of others related to certain reinsurance Assurant Specialty Property segments, for client risk and profit sharing,

arrangemen s,
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Loss Protection and Capital Management

As part of the Company’s overall risk and capacity management strategy,
the Company purchases reinsurance for certain risks underwritten by
the Company’s various segments, including significant individual or
catastrophic claims.

For those product lines where there is exposure to losses from catastrophe
events, the Company closely monitors and manages its aggregate risk
exposure by geographic area. The Company has entered into reinsurance
treaties to manage exposure to these types of events.

On May 5, 2009, the Company announced the establishment of a
multi-year catastrophe bond program to provide reinsurance protection
for losses resulting from hurricanes. As part of the program, certain
of the Company’s subsidiaries (the “Subsidiaries”) entered into two
reinsurance agreements with Ibis Re Ltd., an independent special
purpose reinsurance company domiciled in the Cayman Islands (“Ibis
Re”). The Ibis Re agreements provide up to $150,000 of reinsurance
coverage for protection against losses over a three-year period from
individual hurricane events in Hawaii and along the Gulf and Eastern
Coasts of the United States. The agreements expire in May 2012. Ibis
Re financed the property catastrophe reinsurance coverage by issuing
catastrophe bonds in an aggregate amount of $150,000 to unrelated
investors (the “Series 2009-1 Notes”).

On April 27, 2010, the Subsidiaries entered into two additional
reinsurance agreements with Ibis Re providing up to $150,000 of
reinsurance coverage for protection against losses over a three-year
period from individual hurricane events in Hawaii and along the
Gulf and Eastern Coasts of the United States. The agreements expire
in May 2013. Ibis Re financed the property catastrophe reinsurance
coverage by issuing catastrophe bonds in an aggregate amount of
$150,000 to unrelated investors (the “Series 2010-1 Notes”).

The $300,000 of fully collateralized hurricane coverage, purchased
from Ibis Re provides per occurrence first event coverage as part of the
Company’s catastrophe program. This $300,000 of coverage represents
approximately 26.5% of the $1,130,000 of first event coverage (net of
reimbursements of the Florida Hurricane Catastrophe Fund) purchased
by the Company in excess of the Company’s $155,000 retention. The
coverage is expected to provide protection for a storm that generates in
excess of approximately $450,000 of losses net of any reimbursements
from the Florida Hurricane Catastrophe Fund.

Under the terms of these reinsurance agreements, the Subsidiaries
are obligated to pay annual reinsurance premiums to Ibis Re for the
reinsurance coverage. The reinsurance agreements with Ibis Re utilize
a dual trigger that is based upon an index that is created by applying
predetermined percentages to insured industry losses in each state in the
covered area as reported by an independent party and the Subsidiaries
covered losses incurred. Reinsurance contracts that have a separate,
pre-identified variable (e.g., a loss-based index) are accounted for as
reinsurance if certain conditions are met. In the case of the reinsurance
agreements with Ibis Re, these conditions were met, thus the Company
accounted for them as reinsurance in accordance with the guidance
for reinsurance contracts.

Amounts payable to the Subsidiaries under the reinsurance agreements
will be determined by the index-based losses, which are designed to
approximate the Subsidiaries’ actual losses from any covered event.
The amount of actual losses and index losses from any covered event
may differ. For each covered event, Ibis Re pays the Subsidiaries the
lesser of the covered index-based losses or the Subsidiaries’ actual losses.
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The principal amount of the catastrophe bonds will be reduced by any
amounts paid to the Subsidiaries under the reinsurance agreements.
The Subsidiaries have not incurred any losses subject to the reinsurance
agreements since their inception.

As with any reinsurance agreement, there is credit risk associated with
collecting amounts due from reinsurers. In connection with the issuance
of the Series 2009-1 Notes, Ibis Re set up two reinsurance trusts to
hold certain investments to secure payments to the Subsidiaries under
the reinsurance agreements and the repayment of principal to the
bondholders, as applicable, and entered into two related total return
swap agreements (each a “swap”) with Goldman Sachs International
(the “Swap Counterparty”). The Swaps may be terminated as a result
of certain events, including but not limited to a payment default by
the Swap Counterparty, the insolvency of the Swap Counterparty,
certain changes in law with regard to the Swap Counterparty, or certain
merger transactions involving the Swap Counterparty (each a “Swap
Counterparty Event”). In the event of such termination, the Company
may elect either to replace the Swap Counterparty and enter into an
interim swap agreement (the “Interim Swap Agreement”), acting as
an interim swap counterparty opposite Ibis Re, or to appoint another
swap counterparty to replace the Swap Counterparty. Following a
termination of a Swap as the result of a Swap Counterparty Event,
if either the Company or a designated afhiliate does not upon two
business days notice indicate its intention to enter into the Interim
Swap Agreement with Ibis Re or appoint another swap counterparty
to replace the Swap Counterparty, then the related class of Cat Bond
will be subject to early redemption on the next following quarterly
payment date for such Cat Bond.

With regard to the Series 2010-1 Notes, the credit risk is mitigated
by two reinsurance trust accounts. Each reinsurance trust account has
been funded by Ibis Re with money market funds that invest solely in
direct government obligations backed by the U.S. government with
maturities of no more than 13 months. The money market funds must
have a principal stability rating of at least AAA by Standard & Poors.

At the time the agreements were entered into with Ibis Re, the Company
evaluated the applicability of the accounting guidance that addresses
variable interest entities (“VIEs”). Entities which do not have sufficient
equity at risk to allow the entity to finance its activities without
additional financial support or in which the equity investors, as a
group, do not have the characteristic of a controlling financial interest
are referred to as VIEs. A VIE is consolidated by the variable interest
holder that is determined to have the controlling financial interest
(primary beneficiary) as a result of having both the power to direct the
activities of a VIE that most significantly impact the VIE’s economic
performance and the obligation to absorb losses or right to receive
benefits from the VIE that could potentially be significant to the
VIE. The Company determines whether it is the primary beneficiary
of an entity subject to consolidation based on a qualitative assessment
of the VIE’s capital structure, contractual terms, nature of the VIE’s
operations and purpose and the Company’s relative exposure to the
related risks of the VIE on the date it becomes initially involved in
the VIE. The Company reassesses it's VIE determination with respect
to an entity on an ongoing basis.

As a result of the evaluation of the reinsurance agreements with Ibis Re,
the Company concluded that Ibis Re is a VIE. However, while Ibis Re
is a VIE, the Company concluded that it does not have a significant
variable interest in Ibis Re as the variability in Ibis Re’s results, caused
by the reinsurance agreements, is expected to be absorbed entirely by the
bondholders and the Company is not entitled to any residual amounts.



Accordingly; the Company is not the primary beneficiary of Ibis Re and
does not consolidate the entity in the Company’s financial statements.

Under indemnity reinsurance transactions in which the Company is
the ceding insurer, the Company remains liable for policy claims if
the assuming company fails to meet its obligations. To mitigate this
risk, the Company has control procedures to evaluate the financial
condition of reinsurers and to monitor the concentration of credit risk.
The selection of reinsurance companies is based on criteria related to
solvency and reliability and, to a lesser degtee, diversification.

Business Divestitures

The Company has used reinsurance to exit certain businesses, such as
the disposals of FFG and LTC. Reinsurance was used in these cases to
facilitate the transactions because the businesses shared legal entities
with operating segments that the Company retained. Assets supporting
liabilities ceded relating to these businesses are mainly held in trusts and
the separate accounts relating to FFG are still reflected in the Company’s
balance sheet. If the reinsurers became insolvent, we would be exposed
to the risk that the assets in the trusts and/or the separate accounts
would be insufficient to support the liabilities that would revert back
to us. The reinsurance recoverable from The Hartford was $1,185,687
and $1,221,513 as of December 31, 2010 and 2009, respectively.
The reinsurance recoverable from John Hancock was $2,303,221 and

$1,569,252 as of December 31, 2010 and 2009, respectively.

The reinsurance agreement associated with the FFG sale also stipulates
that The Hartford contribute funds to increase the value of the separate
account assets relating to Modified Guaranteed Annuity business sold
if such value declines below the value of the associated liabilities. If
The Hartford fails to fulfill these obligations, the Company will be
obligated to make these payments.

In addition, the Company would be responsible for administering this
business in the event of reinsurer insolvency. We do not currently have
the administrative systems and capabilities to process this business.
Accordingly, we would need to obtain those capabilities in the event
of an insolvency of one or more of the reinsurers of these businesses.
We might be forced to obtain such capabilities on unfavorable terms

15. Debt

15 Debt

with a resulting material adverse effect on our results of operations
and financial condition.

As of December 31, 2010, we were not aware of any regulatory actions
taken with respect to the solvency of the insurance subsidiaries of
The Hartford or John Hancock that reinsure the FFG and LTC
businesses, and the Company has not been obligated to fulfill any of
such reinsurers’ obligations.

Segment Client Risk and Profit Sharing

The Assurant Solutions and Assurant Specialty Property segments
write business produced by their clients, such as mortgage lenders and
servicers, financial institutions and reinsures all or a portion of such
business to insurance subsidiaries of some clients. Such arrangements
allow significant flexibility in structuring the sharing of risks and profits
on the underlying business.

A substantial portion of Assurant Solutions and Assurant Specialty
Property’s reinsurance activities are related to agreements to reinsure
premiums and risks related to business generated by certain clients
to the clients’ own captive insurance companies or to reinsurance
subsidiaries in which the clients have an ownership interest. Through
these arrangements, our insurance subsidiaries share some of the
premiums and risk related to client-generated business with these clients.
When the reinsurance companies are not authorized to do business in
our insurance subsidiary’s domiciliary state, the Company’s insurance
subsidiary generally obtains collateral, such as a trust or a letter of credit,
from the reinsurance company or its affiliate in an amount equal to
the outstanding reserves to obtain full statutory financial credit in the
domiciliary state for the reinsurance.

The Company’s reinsurance agreements do not relieve the Company
from its direct obligation to its insureds. Thus, a credit exposure exists to
the extent that any reinsurer is unable to meet the obligations assumed
in the reinsurance agreements. To mitigate its exposure to reinsurance
insolvencies, the Company evaluates the financial condition of its
reinsurers and holds substantial collateral (in the form of funds, trusts,
and letters of credit) as security under the reinsurance agreements.

In February 2004, the Company issued two series of senior notes with
an aggregate principal amount of $975,000. The Company received
net proceeds of $971,537 from this transaction, which represents
the principal amount less the discount. The discount of $3,463 is
amortized over the life of the notes and is included as part of interest
expense on the statement of operations. The first series is $500,000 in
principal amount, bears interest at 5.63% per year and is payable in a
single installment due February 15, 2014 and was issued at a 0.11%
discount. The second series is $475,000 in principal amount, bears
interest at 6.75% per year and is payable in a single installment due
February 15, 2034 and was issued at a 0.61% discount. Interest on the
senior notes is payable semi-annually on February 15 and August 15 of
each year. The senior notes are unsecured obligations and rank equally
with all of the Company’s other senior unsecured indebtedness. The
senior notes are not redeemable prior to maturity. All of the holders
of the senior notes exchanged their notes in May 2004 for new notes
registered under the Securities Act of 1933, as amended.

The interest expense incurred for the years ended December 31, 2010,
2009 and 2008 related to the senior notes was $60,188. There was
$22.,570 of accrued interest at December 31, 2010, 2009 and 2008,
respectively. The Company made interest payments of $30,094 on
February 15, 2010 and August 15, 2010, respectively.

Credit Facility

The Company’s commercial paper program requires the Company
to maintain liquidity facilities cither in an available amount equal to
any outstanding notes from the commercial paper program or in an
amount sufficient to maintain the ratings assigned to the notes issued
from the commercial paper program. The Company’s subsidiaries do not
maintain commercial paper or other borrowing facilities at their level.
This program is currently backed up by a $350,000 senior revolving
credit facility, of which $325,604 was available at December 31, 2010,
due to outstanding letters of credit.
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16 Mandatorily Redeemable Preferred Stock

On December 18, 2009, the Company entered into a three-year
unsecured revolving credit agreement (“2009 Credit Facility”) with a
syndicate of banks arranged by JP Morgan Chase Bank, Inc. and Bank
of America, Inc. The 2009 Credir Facility provides for revolving loans
and the issuance of multi-bank, syndicated letters of credit and/or letters
of credit from a sole issuing bank in an aggregate amount of $350,000
and is available until December 2012, provided the Company is in
compliance with all covenants, The agreement has a sublimit for letters
of eredit issued under the agreement of $50,000. The proceeds of these
loans may be used for the Company’s commercial paper program or
for general corporate purposes.

The Company did not use the commercial paper program during the
twelve months ended December 31, 2010 and 2009 and there were

16. Mandatorily Redeemable Preferred Stock

no amounts relating to the commercial paper program outstanding
at December 31, 2010 and December 31, 2009. The Company
made no borrowings using the 2009 Credit Facility and no loans are
outstanding at December 31, 2010. The Company does have $24,396
of letters of credit outstanding under the 2009 Credit Facility as of
December 31, 2010.

The 2009 Credit Facility contains restrictive covenants and requires
that the Company maintain certain specified minimum ratios and
thresholds. Among others, these covenants include maintaining a
maximum debt to (,apxtaluat;on ratio and a minimum consolidated
adjusted net worth. At December 31, 2010 the Company was in
c,ompha.ncc with all covenants, minimum ratios and chresholds.

The Company’s Board of Directors has the authority to issue up to
200,000,000 shares of preferred stock, par value $1.00 per share,
in one or more seties and to fix the powers, preferences, rights and
qualifications, limitations or restrictions thereof, which may include

Information about the preferred stock is as follows:

dividend rights, conversion rights, voting rights, terms of redemption,
liquidation preferences and the number of shares constituting any
series or the designations of the series. The carrying value equals the
redemption value for all classes of preferred stock.

For the veass ended December 31,

2010 2009
1 J(sn
TOTAL 8 5,000 % 8 16(}

There was no change in the outstanding shares of Series C for the years ended December 31,

> as follows:

Series B shares outstanding are

Shares ountanding bepinning
Shares redesmed

sH

All shares have a liquidation price of $1,000 per share and rank senior
to common stock with respect to rights to receive dividends and to
receive distributions upon the liquidation, dissolution or winding up
of the Company.

During 2010, the holders of the Series B Preferred Stock redeemed all
of their shares and there was no Series B Preferred Stock outstanding as
of December 31, 2010. Prior to the redemption, holders of the Series
B Preferred Stock were entitled to receive cumularive dividends at the
rate of 4.0% per share per annum, multiplied by the $1,000 per share
liquidation price.

In February 2011, the holders of the Series C Preferred Stock redeemed
all of their shares and there are no more shares of Series C Preferred
Stock outstanding,. Prior to the redemption, holders of the Series C
Preferred Stock were entitled to receive dividends at the rate of 4.5% per
share per annum multiplied by the $1,000 per share liquidation price.
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2010, 2009 and 2008. Changes in the number of

For the Years Ended December 31,

2008
1660

_(10.000)
2 (i 2

Dividends on both Series B and Series C Preferred Stock were payable
in arrears on a quarterly basis. Any dividend that was not paid on a
specified dividend payment date with respect to a share of such Preferred
Stock was added to the liquidation price of such share for purposes of
computing the future dividends on such share, until such delinquent
dividend was paid.

Nane of the shares of Series B or Series C Preferred Stocks were
convertible into common stock or any other equity security of the
Company. However, holders of the Series B and Series C Preferred
Stocks were entitled to one vote per share owned of record on all marteers
voted upon by the Company stockholders, voting with the holdess of
common stock as a single class, and not as a separate class or classes.
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18 Stock Based Compensation

Changes in the number of common stack shares outstanding are as follows:

Shares outstanding: beginning

Yested rc;mum sm«,k and re smuul sl()u( umts net

() Vested restricted ximk and restricted stock units shown net r] shares mr/wfi to cover participant rax liability

December 31,

2010 2009
116648 Ti4 To68534
: 2.2/094 78,826

102. 000>371

The Company is authorized to issue 800,000,000 shares of common stock. In addition, 150,001 shares of Class B and 400,001 shares of Class
C common stock, per the Restated Certificate of Incorporation of Assurant, Inc., are still authorized but have not been retired.

18. Stock Based Compensation

In accordance with the guidance on share based compensation, the
C Umpmv recognized atod -based compensation costs based on the
grant date fair value. The Company also applied the “long form”
method to caleulate its beginning pool of windfall tax benefits related
to employee stock-based compensation awards as of the adoption date
of the guidance. For the years ended December 31, 2010, 2009 and
2008, the Company recognized compensation costs net of a 3% per year
forfeirure rate on a pro-rated basis over the remaining vesting period.

ytive Plan

Long-Term Equity In

In May 2008, the Company’s shareholders approved the Assurant, Inc.
Long-Term Equity Incentive Plan ("AUTEIP”), which authorized the
granting of up ro 3,400,000 shares of the Company’s common stock
to employees, officers and non-employee directors. In May 2010, the
Company’s sharcholders approved an amended and restated ALTEIR,
increasing the number of shares of the Company’s common stock
authorized for issuance to 3,300,000, Under the ALTEIR, the Company
may grant awards based on shares of its common stock, including stock
options, stock appreciation rights ("SARS”), restricted stock (including
performance shates), unrestricted stock, restricted stock units (“RSUs™),
performance share units (“PSUS") and dividend equivalents. All future
share-based grants will be awarded under the ALTEIR.

The Compensation Committee of the Board of Directors (the
“Compensation Committee”) awarded PSUs and RSUs in 2010 and
2009. RSUs and P‘%E Js are promises to issue actual shares of common
stock at the end of a vesting period or performance period. The RSUs

granted to employees under the ALTEIP were based on salary grade
md performance and will vest one-third each year over a three-year
period. RSUs granted to non-employee directors also vest one-third
cach year over a three-year period, RSUs receive dividend equivalents
in cash during the restricted period and do not have voting rights
during the restricted period: PSUs accrue dividend equivalents during
the performance period based on a target payout, and will be paid in
cash at the end of the performance period based on the actual number
of shares issued.

For the

will rec

PSU portion of an award, the number of shares a participant
eive upon vesting is contingent upon the Company meeting

certain pre-established performance goals, identified below, at the end of
a three-year performance period, Performance for all three metrics will
be measured against a selected peer group of companies to determine
The payout levels can
vary between 0% and 150% (maximum) of the target (100%) AUTEIP
award amount based on the Company’s level of performance against the

the number of shares a participant will receive.

performance of the selected peer group of companies.

PSU Performance Goals. For 2009, the Compensation Commirttee
established earnings per share ("EPS”) growth, revenue growth and
total stockholder return as the three performance measures for PSU
awards. EPS growth is defined as the year-over-year change in GAAP net
income divided by average dilured shares outstanding. Revenue growth is
defined as the year-over-year change in GAAT rotal revenues as disclosed
in the Company’s annual statement of operations. Total stockholder’s
return is defined as appreciation in Company stock plus dividend yield
to stockholders. For 2010, in light of the significant volatility in EPS
across the financial services sector, and in response to comments from
our investors, the Committee decided o ;ephw growth in EPS with
growth in book value per diluted share ("BVPS”) excluding AOCl as a
pcrformmu‘ metric. BVPS growth is defined as year-over-year growth
of the Company’s stockholders” equity excluding AOCI divided by
the number of fully diluted total shares qmt&&mdmg, at the end of the
period. The Company believes this change will provide a more consistent
basis for comparing the Company’s long-term financial performance to
that of our competitors. The other metrics (revenue growth and total
stockholder return) remain the same for PSUs awarded in 2010. For the
2009-2011 performance cycle, the actual payout level is determined by
ranking the average of the Company’s performance with respect to all

three measures against the performance of all companies included in the
AM. Best Insurance Index. For the 2010-2012 pe tormance Lydc, the
actual payout level is determined by ranking the average of the Company’s
three year performance with respect to all three measures against the
performance of companies included in the A.M. Best Insurance Index,
excluding those with revenues of less than $1,000,000 or that are not in
the health or insurance Global Industry Classification Standard codes.
The Company believes that this change will enable it to more accurately
benchmark its performance against the performance of companies of
comparable size that operate one or more similar businesses

ASSURANT, INC, - 2010 Form 10-K

F-41



F-42

18 Stock Based Compensation

Under the ALTEIP, the Company’s Chief Executive Oflicer ("CEQ7) is
authorized by thc‘, %om d of Directors to grant common stock, restricted
stock and RSUs to employees other than the executive officers of the
Company (as defined in Section 16 of the Securities Exchange Acr

Restricted Stock Units

A summary of the Company’s outstanding restricted stock units is

Shires ourstanding ar
Grants

S Veste

of 1934, as amended (the “Exchange Act”)). The Board of Direcrors
reviews and ratifies these granes quarterly. Restricted stock and RSUs

granted under this program may have different vesting periods.

prese lﬂid 1 QW1

Weighted-Average
(mmt {)1&: Fair Value

il 0'}
) /446
s 00"'

Forfeicures

The compensation expense recorded related to RSUs was $13,928 and
$7,200 for the years ended December 31, 2010 and 2009, respectively.
The related total income tax benefit wwgnu,ed was $4,875 and $2,520
for the years ended December 31, 2010 and 2009, respectively. The
weighted average grant date fair value for RSU granted in 2009 was
$21.04.

Performance Share Units

As of December 31,
compensation cost xLLmd to outstanding RSUs

2010, there was $16,523 of unrecognized
. That cost is expected
1o be recognized over a wngm d-average period of 1.30 years. The tortal
fair value of shares vested during the years ended December 31, 2010
and 2009 was $8.844 and $43, respectively.

A summary of the Company’s outstanding performance share units is presented below:

Weighted Average

Weighted- Remaining
Performance  Average Grant- Contractual Term Aggregate
) Share Units Da;e Fair Value {Ycars) Intrmsxc\-:ﬂu@
Perbormance share wnits mmmh&ing; Decembor 31,2009 620899 8 0 7039 oo s 18,;’: 47
Grants 439,934 3342 e
Exorcises ' i o o ' -
E*mfe:tures mcl ad Emtmczm 5,601) - —
1015231 161 $ 39107

PSUs above represent initial targer awards and do not reflect potential
increases or decreases resulting from the financial performance objectives
to be determined at the end 0% the pm»pcm ve performance period. The
aceual number of shares to be issued at the end of cach performance
period will range from 0% to 150% of th.f initial target awards.

The compensation expense recorded related to PSUs was $10,772
$5,980 for the yeas‘s ended December 31, 2010 and 2009, respeciively.
The related rotal income tax benefit recognized was $3,770 and $2,093
for the years ended December 31, 2010 and 2009, respectively. The
weig, ohed average grant date fair value for PSUs grantec i in 2009 was
$20.39,

As of December 31, 2010, there was $10,068 of unrecognized
compensation cost related ro outstanding PSUs. “Thar cost is cxpccud
o b(;’ [‘(7(:5)%1‘“26& over a \(‘/Cighf(fd“d ”’h!gﬁ pe il()&i (} 1.06 vears.

The fair value of PSUs with marker conditions was estimated on the
date of grant using a Monte Carlo simulation model, which utilizes
multiple variables that determine the probability of satisfying the
marker condition stipulated in the award. Expected volatilidies for
mber 31, 2010 and 2009
were based on the historical stock prices of the Company’s stock and
peer insurance group. The expected term for grants issued during
the year ended December 31, 2010 and 2009 was aasumcd o rqml
k-free rate was

awards issued during the year ended D

the average of the vesting period of the PSUs. The ris
based on t,hc U.S. Treasury vield curve in effect at th(? time of grant.

For awasds granted during the year ended
December 31,
2009

Expected volatility

“ted term (ye

‘5/,22 %
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Long-Term Incentive Plan
Prior to the approval of the ALTEID, share based awards were granted
under the 2004 Assurant Long-Term Incentive Plan ("ALTIPY),

which authaorized the granting of up to 10,000,000 new shares of

the Company’s common stock to employees and officers under the
ALTIE, Business Value Rights Program ("BVR”) and CEO Equity
Grants Program. Under the ALTIR the Company was authorized to
grant restricted stock and SARs. Since May 2008, no new grants have
bﬁw made under this plan.

Restricted Stock

18 Stock Based Compensation

Restricted stock granted under the ALTIP vests on a pmrated basis
over a three year period. SARs granted prior to 2007 under the ALl

chiff vest as of December 31 of the second calendar year following
the calendar year in which the righe was granted, and have a five year
contractual life. SAR and through May 2008 cliff
vest on the third anniversary from the date the award was granted, and
have a five year contractual life. SARs granted under the BVR Program
have a three year cliff vesting period. Restricted stock granted under
the CEO Equity Grants Plog:,mm have variable vesting “schedules

s granted in 2007

A summary of the Company's outstanding restricted stock is presented below:

Weighted-Average

Shares (xmm l).m Fair Vaiuc

Shates outstand

SHARIS QUTSTANDING AT DECEMBER 31, 2010

(87,400)
(B.109) 4864
58,661 $ 52.77

The compensation expense recorded related to restricted stock was $1,647,
$4,409 and $7,417 for the years ended December 31, 2010, 2009 and
2008, respectively. The related total income tax benefit recognized was

3 and $2,398 for the years ended December 31, 2010, 2009
and 2008 respectively. Total compensation expense for 2008 includes
$566 for restricted stock granted to the Board of Directors, which vested
immediately. The weighted average grant date fair value for restricted

stock granted in 2009 and 2008 was $29.77 and $55.89, respectively.

Stock Appreciation Rights

A summary of the Company’s SARs is presented below:

As of December 31, 2010, there was $407 of unrecognized compensation
cost related to outstanding resteicted stock. That cost is prcctui to be
recognized over a weighted-average period of 0.5 years. "The total fai
aiua of shares vested during the years ended Decem 1,2010, ﬁ(
and 2008 was $2,962, $2.880 and $6,264 rcspccti\'dy.

Weighted Average

Sﬁi{é’:&tﬁﬁﬁﬁdingi Drecermber 31,2009

Grants

_ Forfeitures and adjustments

SARS OUTSTANDING, DECEMBER 31, 201
SARS EXERCISABLE AT DECEMBER 31, 2010

Remaining
Weighted Average Contractual Term Aggregate
Rights Exercise Price (Years) v Intyinsic;\'%ine:
AB72ASR : L
5150 S 891 G Sl
(826,479 (i-,’ﬁf)‘) T -
3791849 8 4820 142 $ 12,301
2,602,299 §$ 42,52 1.21 8 12,301

‘There were no SARs granted during the years ended December 31, 2010
and 2009, Currently there are no plans to award SARs in the future. There
were 1,497,891 SARs granted during the year ended December 31, 2008,
The compensation expense recorded related to SARs was $6,553, $10,046
and $14,179 for the vears ended December 31, 2010, 2009 and 2008,
respectively. The related income tax benefit recognized was $2,294,
$3,516 and $4,922 for the years ended December 31, 2010, 2009
and 2008, Total compensation expense for 2008 includes $116 for
SARs granted to the Board of Directors, which vested immediately.
The weighted average grant date fair value for SARs granted in 2008
was $13.77.

The rotal intrinsic value of SARs exercised during the years ended
December 31, Z()I( ), 2009 and 2008 was $1,316, $433 and $38,527,
taspu tively. /\s of December 31, 2010, there was approximately
$1,079 of mnc(‘,ogﬁmzcd compensation cost related to (;z,ltbmndmg,,

SARs. That cost is expected to be recognized over a weighted-average
period of 0.20 years.

"The fair value of cach SAR granted to employees and oficers was
estimated on the date of grant using the Black-Scholes option-pricing
model. Expected vol.mhms for awards issued during the year ended
December 31, 2008 were based on the median historical stock price
volatility of insurance guideline co mpan ies and implied voladlities
Ihe axpnctcd term for
1, 2008 was assumed

from traded options on the Company’s stock. ”

grants issued during the year ended December 3
to equal the average of the vesting period of the SARs and the full
contractual term of the SARs. The risk-free rate for periods within
the contractual life of the option was based on the U.S. Treasury yield
curve in effect at the time of grant. The dividend yield is based on
the current annualized dividend and shase price as of the grant date.
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18 Stock Based Compensation

1

Dividend vield

For awacds granted during the year ended
December 31, 2008

27.692815%

Directors Compensation Plan

The Company’s Amended and Restated Directors Compensation
Plan, as amended, permitted the issuance of up to 500,000 shares
of the Company’s common stock to non-employee directors. Since
May 2008, all grants issued to directors have been issued from the
ALTEID, discussed above. There was no expense recorded for the years
ended December 31, 2010, 2009 and 2008, respectively.

Employee Stock Purchase Plan

Lndu the Employee Stock Purchase Plan (*ESPP”), the Company

is authorized to issue up to 5,000,000 shares to ampl()ycc.s who are
participants in the ESPP. The ESPP allows eligible employees to
contribute, through payroll deductions, up to 15% of their after-rax
compensation in each offering period toward the purchase of shares of
the Company’s common stock. Thete are two offering periods during
the vear (January 1 through June 30 and July T through December 31)
and shares are purchased at the end of each offering period at 90% of
the lower of the closing price of the common stock on the first or last
day of the offering period. Parricipanrs’ contriburions are limited to a

maximum contribution of $7.5 > per offering pmad or $15 per year.

The ESPP is offered to individuals who are scheduled to work at lease 20
hours per week and at least five months per year, have been continuously
mployed for at least six months by the starr of the offering period, are
not temporary emplovees {employed less than 12 months), and have
aot been on a leave of absence for more than 90 days immediately
preceding the offering periad. Participants must be employed on the
last trading day of the offering period in order to purchase Company
shares under the ESPE The maximum number of shares that can be
purchased each offering period is 5,000 shares per employee.

E xpg(ted term (years)

In July 2010, the Company issued 142,
discounted price of $27.14 for the offering period of January 1, 2010
through Iunc 30, 2010, In July 2009, the Corpany issucd 186,940 shares
1o cmpl()yccs at a discounted price of $21.68 for the offering period
of January 1, 2009 through June 30, 2009,

44 shares to employees at a

In January 2011, the Company issued 111,414 shares at a
discounted price of $31.06 for the offering period of July 1, 2010
thmugh December 31, 2010, In January 2010, the Company issued

1,718 shares to emp i(‘)w;&:" s at a discounted price of $21.65 for
hc offering period of July 1, 2009 through December 31, 2009, In
January 2009, the (,,ompany issued 133,994 shares to employees at
a discounted price of $27.00 for the offering period of July 1, 2008
through December 31, 2008.

clated to the ESPP was $1,707,
2010, 2009

he related income tax benefit for disqualified

The compensation expense recorded r
$2,653 and $2,533 for the years uuft d December 31,
and 2008, respectively. ]
disposition was $290, $250 and $110 for the years ended
December 31, 2010, 2009 and 2008, respectively.

The fair value of each award under the ESPP was estimared at the
beginning of each offering period using the Black-Scholes oprion-
pricing model and the assuz*xpmms in the foll owing table. Expected
volatilities are based on implied volatilities from traded options on the
Campany’s stock and the historical volatility of the C ompany s stock.
The risk-free rate for periods within the contractual life of the option
is based on the U.S. Treasury yield curve in effect at the time of grant.
The dividend yield is based on the current annualized dividend and
share price as of the grant date.

For awards issued during the years ended December 31,

2010 2009
55 a9
0.28-2.12 % 3.29-4 9(
5%3% G080 %

f:'{);s S 0.5 0.5

Non-Stock Based Incentive Plans

Deferred Compensation

The deferred compensation programs consist of the AIP, the ASIC
and the ADC Plans, The AIP and ASIC Plans provided key employees
the ability to exchange a portion of their compensation for options to
purchase certain third-party mutual funds. The AIP and ASIC Plans
were frozen in December 2004 and no additional contributions can
be made to either Plan. Effective March 1, 2005 and amended and

ASSURANT, INC. - 20160 Form 10-K

restated January 1, 2008, the ADC Plan was established in order to
comply with the American Jobs Creation Act of 2004 (“Jobs Act”)
and TRC Section 409A. The ADC Plan provides key emplovees the
ability to defer a portion of their eligible compensation to be notionally
invested in a variety of mutual funds. Defetrals and withdrawals under
the ADC Plan are intended to be fully compliant with the Jobs Act

definition of eligible compensation and distribution requirements.
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The following table shows the shares repurchased during the periads indicated:

Total Number of Shares

Period in 2010 ’

Janua

February
March =
April
S
June

July
August

October

tember

Number of  Average P'rice Purchased as Part of Publicly
Shares Purchased  Paid Per Share Announced Programs
o e e

1,304,915 1,304,915

2121554 U Rsg
1,783,816 1,783,816
1,982,400 1982400
2,300,000 2,300,000
1185000 1,185.000
52,000 52,000

mber

On November 10, 2006, the Company’s Board of Directors authorized
the Company to repurchase up to $600,000 of its outstanding common
stock. This authorization was increased by an additional $600,000 0n
January 22, 2010. During the year ended December 31, 2010, the
Company repurchased 15,224,645 shares of the Company’s outstanding
common stock at a cost of $532,950,

305,96

2,189,000 2,189,000
15,224,645 15224645

On January 18, 2011, the Company’s Board of Directors authorized the
Company to repurchase up to an additional $600,000 of its outstanding

common stock, making its total authorization $8035,587 at that date.

20.  Accumulated Other Comprehensive (Loss) Income

The components of accumulated other comprehensive (loss) income, net of tax, at December 31, are as follows:

Foreign currency Unsealized Accumulated other
translation (losses) gains Pension comprehensive
adjustment on securities OTTI  vnder- funding (loss) income

Balance at December 31,2008 s W 8 800 5 nenh $ . (670946

Cumulative effect of change in accounting principle (after- (35,359) (7,758) — (43,117)
9856 779988
23,912 6275 (158812) 65925

BALANCE AT DECEMBER 31, 2010 $ 32,098 % 413,255 $ 12567 $  (172,396) $ 285,524

(1) Relates to the adoption of the OT T guidance for debi securities. See Notes 5 and 6 for further information.

"The amounts in the unrealized (losses) gains on securities column are net
of reclassification adjustments of $26,544, $(26,209) and $(225,333),
net of tax, in 2010, 2009 and 2008, respectively, for net realized gains
(losses) on sales of securities included in net income. The amounts in

21. Statutory Information

the OTTI column are net of reclassification adjustments of $(1,034)
and $(4,992) net of tax, in 2010 and 2009 respectively, for net realized
losses on sales of securities included in net income.

The Company’s insurance subsidiaries prepare financial statements on the
basis of statutory accounting practices (“SAP”) prescribed or permitted
by the insurance departments of their states of domicile. Prescribed
SAP includes the Accounting Practices and Procedures Manual of the
National Association of Insurance Commissioners (“NAIC”) as well
as state Jaws, regulations and administrative rules,

The principal differences between SAP and GAAP are: 1) policy
acquisition costs are expensed as incurred under SAP, but are deferred
and amortized under GAAP; 2) the value of business acquired is not
capitalized under SAP but is under GAAP; 3) amounts collected from
holders of universal life-type and annuity produces are recognized as
premiums when collected under SAE, but are initially recorded as

ASSURANT, INC. -
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contract deposits under GAAP, with cost of insurance recognized as

evenue when assessed and other contract charges recognized over
the pcrmds‘ for which services are provided; 4) the dlassification and
carrying amounts of investments in certain securities are different
under SAP than under GAAP; 5) the criteria for providing asset

valuation allowances, and the methodologies used to determine the
amouints thereof, are different under SAP than under GAAP; 6) the

timing of establishing certain reserves, and the methodologies used to
determine the amounts thereof, are different under SAP than under
GAAD; 7) certain assets are not admitted for purposes of determining
surplus under SAP; 8) methodologies used to determine the amounts
of deferred raxes, intangible assets and g goodmi are different under

SAP than under CIAXI’, and 9) the criteria for obraining reinsurance

accounting treatment is different under SAP than under GAAPR.

‘The combined staturory net income, excluding intercompany dividends and surplus note interest, and capital and surplus of the Company’s U.S.

domiciled statutory insurance subsidiaries follow:

Years Ended December 31,
2008

2010 2009

Starutory net ingome

P&C com p-mim

473,191 %56 178

(421

fempurd
(2) The $488
Limited.See note 26 for further information.

Seaturory capital and surplus’
P& campanics

utor
impairments, and $(‘€6,20(} ((zftw t/ﬂ) o[ nmmm/ insurance /()ﬂ(’\ //m' o Hmnazm’c (rmrrm rma’ //u’

S otal stantary PerC companies net income includes a fuvorable leaal settlement of $90,350 (afier-tax) with Willis Limited, as subsidiary of Willis Group Holdings
) . £ ) s 7 4

December 31,

2010 2009
S s s
. nndes
TOTAL STATUTORY CAPITAL AND SURPLUS $ 238078 3 2,344,566

The Company also has non-insurance subsidiaries and foreign insurance
subsidiaries that are not subject to SAP 1
statutory capital and surplus presented above do not include foreign
insurance subsidiaries in accordance wich SAP

he statutory net income and

Emm‘ance (‘ﬂ(@l‘pl“l%}\ are l"C‘(! U,ii"t‘d bV state t ’HSUTR,HCC departmcm:s w B,CH'](’YC
to minimum risk-based cay )ml (“RBC) requirements developed by the

NAIC. All of the (.,ompanys, insurance subsidiaries exceed minimum
RBC requirements.

The payment of dividends to the Company by any of the Company’s
regulated U.S domiciled insurance subsidiaries in excess of a certain
amount (ie., extraordinary dividends) must be approved by the subsidiary’s
domiciliary stare department of insurance. Ordinary dividends, for which no
regulatory approval is generally required, are limited to amounts determined
by a formula, which varies bv state. The formula for the majority of the
states in which the Company’s subsidiaries are domiciled is based on the
0% of the starutory surplus as of the

pl”i(}!‘ }CdI‘S statutory net income or |

22. Retirement and Other Employee Benefits

end of the prior year. Some states limir ordinary dividends to the greater
of these two amounts, others limit them to the lesser of these two amounts
and some states exclude prior year realized capital gains from prior year
net income in determining ordinary dividend capacity. Some states have
an additional stipulation that dividends may only be paid out of carned
surplus. If insurance regulators determine that payment of an ordinary
dividend or any other payments by the Company’s insurance subsidiaries
to the Company (such as payments under a tax sharing agreement or
payments for employee or other services) would be adverse to policyholders
or creditors, the regulators may block such payments that would atherwise
be permitted without prior approval, Based on the dividend restrictions
under applicable laws and regulations, the maximum amount of dividends
that the Company’s U.S domiciled insurance subsidiaries could pay to the
Company in 2011 without regulatory approval is approximately $614,362.
No assurance can be given that there will not be further regulatory actions
restricting the ability of the Company’s insurance subsidiaries to
pay dividends.

Defined Benefit Plans

The Company and its subsidiaries participate in a non-contributory,
qualified ddnud benefit pe nsion plan covering substantially all cmp]oy«,u.
This Plan is considered “qualified” because it meets the requirements of
Internal Revenue Code Section 401(a) (“IRC 401(a)”) and the Employee
Retirement Income Security Act of 1974 (“ERISA”). The qualified defined
benefit pension plan is a pension equity plan with a grandfathered final
average carnings plan for a certain group of employees. Benefits are based

ASSURANT, INC., - 2010 Form 10-K
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such years of service. The Company’s funding policy is to cantribute amounts
to the plan sufficient to meet the minimum funding requirements set forth
in BRISA, plus such additional amounts as the Company may determine
to be appropriate from time to time up to the maximum permitted.
Contributions are intended to provide not only for benefits attributed
to service to date, but also for those expected to be carned in the future.
Plan assets are maintained in a separate trust and as such are not indluded
in the consolidated balance sheets of the Company.



The Company also has various non-conuributory, non-qualified supplemental
plans covering certain employees. Since these plans are “non-qualified” they
are not subject to the laws and regulations of IRC 401(a) and ERISA, As
such, the Company is not required, and does not, fund these plans. The
qualified and nonqualified plans are referred to as “Pension Benefits” unless
otherwise noted. The Company has the right to modify or terminate these
benefits; however, the Company will not be relieved of its obligation o

Summarized information on the Company’s Pension Benefits and Retirement Health Benefits plans (rogecher the
December 31 is as follows:

22 Retirement and Other Employee Benefits

plan participants for their vested benefits.

[n addition, the Company provides certain life and health care
benefies (“Retirement Health Benefits”) for redired employees and 11!\,

dependents. Substantially all employees of the Company may become
cligible for these benefits depending on age and vears of service. The
Company has the right to modify or terminate these benefits. Plan
assets and benefit obligations are measured as of December 31, 2010.

Plans”) for the years ended

Pension Benefits Retirement Health Benefits

M1 at beginmng of year

Projected b

Service ¢

460,961

2009 _ 2008

(‘)T‘) ()))) ; (67,166) %

(()/ 166)

21,851

@3 %

$ 380577 $ 23,687 %
. 4,545 e
, 45,493 53,063 e 10,571 7,687
itive expense g s 1728 L
year [ 533,867 8 460,961 \ 396650 $ 36546 S 23,687
S8 OG54 8 (197208 $ (000855 (57773 % (47000 (43479)

In accordance with the guidance on retirement benefits, the Company aggregates the results of the qu(mﬁcd and non-qualified plans as
“Pension Benefits” and is required to disclose the agaregate projecred benefit obligation, accumulated benefit obligation and fair value of plan
] SHIEHALC proj & 8 ;

assets, if the obligations within those plans exceed plan assets.

For the years ended December 31,
Benefits exceeded plan assets as follows:

Qualified Pension Benefits

2010, 2009 and 2008, the projected benefit obligations and the accumulated benefir obligations of Pension

Nop-Qualified Pension Benefits Total Pension Benefits

2()1 1] 2009 2008 2010 2009 2008 2010 2009 _ 2008
s 58, 86 ié'-4k§é;§§;1 Msn vyt - $ 533867 % ,z@ts<>s>@g}*i3}33%3;;377,
(548,938) /8 13 )m (II‘} }39) (10 "(,ﬁ‘)w 4) (658, 1(5/{)

$ (87.977) % (97559 $(119.139) 50 3015417 80197203

Accumu[ared bcncﬁt abligation ©§ 532;07‘2' $ 466, 49] $ 415,831

$ 102518 ¢

?)3,697 $ 90,532 $ 614 %‘}ﬁ} $ 560,188 ‘R‘ 506,363

The Pension Protection Act of 2006 (“PPA”) requires certain qualified
plans, like the Assurant Pension Plan, to meet specified funding
thresholds. If these funding thresholds are not met, there are negative
consequences to the Plan md participants. [f the funded percentage falls
below 80%, full payment of hlmp sum benefits as well as m]pkmcmn‘xon
of amendments improving benefits are resericted.

Amounts recognized in the consolidated balance sheets consist of:

As of January 1, 2010, the Plan’s funded percentage was 113% on 2
PPA calculated basis. Therefore, benefit and payment restrictions did
not occur during 2010, The 2010 funded measure will also be used to
determine restrictions, if any, that can occur during the first nine months
of 2011. Due to the funding status of the P 2010, no restrictions
will exist before October 2011 (the time that the January 1, 2011 actuarial
valuation needs to be completed). Also, based on the estimated funded
status as of}anuary 1, 2011, we do not anticipate any restrictions on
benefits for the remainder of 2011.

lan in

Retirement Health Benefits

Pension Benefits

2010

Assets

Liabilities

2009

2008

2009 2008

(43,479 )

&

3 % (47,007

$ (
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Amounts recognized in accumulated other Lomprehenswg income (loss) consist ofr

Pension Benefits Retirement Health Benefits
] 2010 2009 ’ o /2008 2010 2069 ] 2008
Netloss e

B8 (6548 (10705 (5848)
(248,480) 5 (230,045) % (218096) 8 (166110 5 (14 264} s

Prior service cost

Components of net periodic benefit cost and other amounts recognized in accumulated other comprehensive income (loss) for the years ended
December 31 were as follows:

Pension Benefits Retirement Health Benefits
2010 2009 _— 2008 2010 2009 ) 2008

Net periodic benefit ¢ \
) 2 9()4

e -

374603 - § ”‘),‘289 . 73 5,690
(}ﬂwr changeﬁ in pla o ' ‘ o .
rem;,m’xe& i accumzﬂa ed
income (loss) : . . .. i
32,059 % 23, 0/48 °$ 37,77 § 3890 $ 6,383 § 9,365

Net loss $
Anoriization of prio ervice cost 970) Sasey 33y (1,483) ARy sy

‘mxmumtfon of net (loss) gﬁam ’ 12054 ’ (9,218} f/{ ]‘)6; g SRt e - 236

Total recogniz : v
mcome(loss} §io 18485 § 11,948

134362 § 2407 $ 6826 § 825

63707 $  4vAll 163651 $ 10766

In 2008, the detertoration of the global economy, together with the credic the marsket-related value of assets on a level basis over a five year period.
crisis, caused significant volatility in interest rates and equity prices, The difference between actual as compared to expected asset recurns
which caused actual asset returns of the Plans investment portfolios o for the Plans will be fully reflected in the market-related value of plan
be much less than expected: In 2010 and 2009, the improvement in assets over the next five years using the methodology described above.

the global economy caused actual asset returns of the Plans’ investment
portfolios to be much greater than expected. The Company uses a
five-year averaging muhod to determine the market-related value of
phn assets, which is used to calculate the expected return of plan assets
component of the Plans’ expense. Under this methodology, asset gains/
losses that result from actual returns which differ from the Company’s
expected long-term rate of return on assets assumption are recognized in

The estimated net loss and prior service cost of Pension Benefits that
will be amartized from accumulated other comprehensive income
into net periodic benefit cost over the next fiscal year are $15,663
and $694, respectively. The estimared net loss and prior service cost of
Retirement Health Benefits that will be amortized from accumulated
other comprehensive income into net periodic cost over the next
fiscal year is $66 and $1,483, respectively.

Determination of the projected benefir obligation was based on the following weighted-average assumptions for the year ended December 31:

Qualified Pension Benefits Nongualified Pension Benelits Retirement Health Benefits
. v v 2010 2009 2008 2010 20&9 2008 2010 2009 2098
R e e

Determination of the net periodic benefit cost was based on the following weighted-average assumptions for the year ended December 31

Qualificd Pension Benefits Nonqualified Pension Benefits Retirement Health Benelits
2010 2009 2008 2(}1(} } 2009 . 2008 2010 2009 . 2008
394"/) . 7 ' ' 655%

Discount rate.
Expected long- term . G
return on plan assets 750% 750 % 8.25 Yo imriadiiy oumsgon 7,50 % 8.25 %
j
* Assumied rates of compensation increases are also used to determine net periodic benofit cost. Assumed rates varied by age and ranged from 3.25% « 9.30% for the Pension Benefirs for
the years ended December 31, 2010, 2009 and 2008.

ASSURANT, INC; = 2010 Form 10-K



‘the selection of our discount rate assumption reflects the rate at which the
Plans” obligations could be effectively sertled ar December 31, 2016, 2009
and 2008. The methodology for selecting the discount rare was o
match each Plan’s cash fows to that of a v xdu curve that provides the
equivalent yields on zero-coupon corporate bonds for each maturity,

"The yield curve urilized in the cash flow analysis was comprised of

246 bonds rated AA by Moody’s with maturities between zero and
thirty years. The discount rate for each Plan, is the single rate that
produces the same present value of cash flows.

To develop the expected hmg-»wrm rate of return on assets assumption,
the Company considered the current level of expected returns on risk

fre

e investments (primarily, government bonds), the historical level of

22 Retirement and Qther Employee Benefits

the risk premium associared with the other asset classes in which the
portfolio is invested and the expectations for future returns of each
asset class. The expected long-term rate of return on plan assets reflects
the average rate of earnings expected on the funds invested or to be
invested. The expected return for each asset class was then weighted
based on the rargeted asset allocation to develop the expected long-term
rate of return on asset-assumptions for the portfolio. This resulted
in the selection of 7.50% for the fiscal years 2010 and 2009 and
8.25% for the fiscal year 2008. The Company believes the current
assumption reflects the projected return on the invesced assets, given
the current market conditions and the modified portfolio structure.
Actual return on plan assets was 13.8% and 15.8% for the years ended
December 31, 2010 and 2009.

The assumed health care cost trend rates used in measuring the accumulated benefit obligation and net periodic benefit cost were as follows:

5 Notis unﬂmzwmcm Plan

Prr:~65 I\umhurscmuu Plan

m)xbum et Dlan

Retirement Health Benefits
2009 2008

2010

8.0 %

. \ 10.0 %
93m, 9.5 0 8.0 %
91 % Gomsoes L 10.0%
4.5% 4.5 % 5.0 %

2028 2028

zevg , o one

2028 2028

MR abig

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage point change

in assumed health care cost trend rates would have

the following effects:

Retirement Health Benefits

2010 2009 23@8
52 $ 43
6% 5%
, ] SUenst con pone w6y 5 By
kﬂect on postretirement ':}a:!’mfia oblivation 838 (719)

‘The assets of the Plans are managed to maximize their long-term
pre-tax investment return, subject to the following dual constraints:
minimization of required contributions and maintenance of solvency
requirements. It is anticipated that periodic contributions to the Plans
will, for the foresecable future, be sufficient to meet benefit payments
thus allowing the balance to be managed according to a long-term
approach. The [nvestment Committee for the Plans meets on a quarrerly
basis and reviews the re-balancing of existing fund assets and the asset

allocation of new fund contributions.

The goal of our asset strategy is to ensure that the growth in the value
of the fund over the long-term, both in real and nominal terms,
manages (controls) risk exposure. Risk is managed by investing in
a broad range of asset classes, and within those asset classes, a broad
range of individual securities. Diversification by asset classes stabilizes

total fund results over short-term time periods. Fach asset class is
externally managed by outside investment managers appointed by the
Investment Committee, Derivatives may be used consistent with the
Plan’s investment objectives established by the Investment Committee.
All securities must be U.S. dollar denominated.

Beginning in 2009, 8% of the Plans assets were allocated ro Mesirow
Institutional Multi-Strategy Fund, L2 (“MIMSF”). MIMSF is a
multi-strategy product for U.S. tax-exempt investors subject to ERISA.
MIMSF allocates to five primary sub-strategics including hedged
equity, credit, event, relative value and multi-strategy. Allocations to
these sub-strategies will shift over dme depending upon MIMSF's
investment outlook, MIMSF is managed to be broadly diversified in
terms of both strategy and manager exposures,

ASSURANT INC.- 2010 Form 10K
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The Investment Committee that oversees che investment of the me
s conducts an annual review of the investment strategies and policies
of the Plans. This includes a review of the strategic asset aiimzati()n,

as

including the relationship of the Plans’ liabilities and portfolio structure.
As a result of this review, the Investment Committee has adopred the
current target asset allocation. The allocation is consistent with 2009.

‘The Plans' Asset Allocation Percentages

Fauity secur
Com nmon stock- U.S, listed small cap

Mutual fund- US0

d burge cap :

Common/collec

Fiked rmitiiriw Securit

and authorities

Multi-strategy hedge fund

Low Target ¥

: Hi&&,m

5.0 % 7.5 % 10, 0%
120% . B20%
5.0 ‘/o

10.0 %

13.0 %

8.0 % 10.5 %
5.0 % 7.5 % 10.0 ‘/o
5.5 Y% 8.0 % 10.5 %

(1) The Plans' long-term assee allocation targets are 30% equity, 50% fixed income and

for investment funds, The C mzz/vmv invests certain plan assets in iny
Antownis allocated for these investments are included in the equity secur,

ment finds,

(2) e
[nwestiment (i ommiLtee or //Jt’]’ investment PARAZETS

The assets of the Plans are primarily invested in fixed maturity and
equity securities. While equity risk is fully retained, interest rare

is hufg ed by aligning the duration of the fixed maturity securities

with the dmdmm of the liahilitic Qpeciﬁca”v interest rate swaps are

used to synthetically extend the duration of fixed maturity securitics
to march the duration of the liabilities, as measured on a projected
benefit obligation basis. In addition, the Plang’ fixed income securities
have exposure to credit risk. In order to adequately diversify and
limit exposure to credit risk, the Investment Committee established
parameters which include a limit on the asset types that managers
are permitted to purchase, maximum exposure limits by sector and
by individual issuer (based on asset quality) and minimum required

The fair value hiera

category, is as ‘F(}Iiows,

Qualified Pension Benefits
Financial Assets

20% investment funds. C
amples of whi

caption of wiv valie hierarchy ar December 31, 2010, provided in the section above.

rchy for the Company’s qualified pension plan and other post retirement benefit plan assets at Decernber 31,

Current target asset allocations for equity securities include a/[uumom
include real estate investment funds and private equity funds, during 2010,

wlerstood thar these guidelines are targets and that deviasions may occur /u)r/()f/u////y as @ result of cash flows, market impact or short-term decisions implemented by either the

ratings on individual securities. As of December 31, 2010, 46.5%
of plan assets were invested in fixed maturity securities and 16.6%,

2.9% and 7.6% of those securities were concentrated in the financial,
communications and energy industries, with no exposure to any single
creditor in excess of 8.9%, 11.6% and 9.7% of those industries,
respectively. As of December 31, 2010, 43.5% of plan assets were
invested in equity securities and 60.1% of the Plans” equity securities
were invested in 2 mutual fund that attempts to replicate the return of
the Standard & Poor’s 500 index (“S&P 5007)
in large capitalization stocks that are included in the S&P 500 using
a weighting similar to the S&P 500.

by investing its assets

2010 by asset

lents:

Cash and cash equiva

Shore-term investment funds

Equity securities: o
Common stock- ULS. listed smuall cap
Mutial fands US,

Comman/collective trus - {mu@,n Exsud

Nisted barpe cap

Fixed ff;ammv secn
U

Clor pm‘ﬂt@» s

S 8{ forc‘mx government and government agencies and authorities

& forelgn investment prade

Corporate- U.S & ﬁmlwn high vield

Investment fund:

Multi-straregy hedge fund

f/m value hie mm/nf
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December 31, 2010
Total Level 1 Level 2 Level 3
9,071 — % e
42619 42,619 s
139731 39731 L i ’
50,130 ' -
663
152,506 . 152,306 :
29686 . 29,686 e
e .- 38,738
L1000 G 1,522 i
m,w%“% 182,350 ¢ 309,105 $ 38,738

ce between the fuir value r/p/m; assets above and the amoint mr’//m //r'tm'r/mmg the funded s

s is due to interest receivable which is not required to be included in the
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Re:tzremem Health Benefits December 31, 2010
i LCVQI, ] Level 2 Level 3

67a

v St
s e
o .

( / ) The difference I)ctwmz the fair Uﬂ/ll(’ of plan assets /1/7//{/ mm’ I/)r amount used in determining //Jr' Sfunded siatus is /7’zu> to interest mu'wﬂb/(‘ which is not reguired to /7(' inc /ud{ﬁ/ in the
Jair value hierarchy.

The fair value hierarchy for the Company’s qualified pension plan and other post retirement benefit plan assets at December 31, 2009 by asset
category, is as follows:

Qualified Pension Benefits December 31, 2009

Financial Assets ’ Total ‘ Level 1 Level 2 Level 3

ash equivalenes:

t-term investrent funds ‘ 8 9,999
kU5, listed small cap o 33,908
' D e
- 44,568
— 35,835
S BB 6

- 25,078

’ — ’ ’8 666 ,
160537 8 260,802 §

(1 ) The dj ﬁ%nnw between z“}n /‘(m m/m of plan assets above and the amount wsed in determining the funded status is due vo interest receivable w /mﬁ is not required to be mcludea’ in the
Jair value hievarchy.
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22 Retirement and Other Employee Benefits

Retirement Health Benefits
Financial Assets

equivnlmw ;.

‘ahortﬂmrm investment fund%

). listed small cap

mmen smd L

J
s i‘irc‘d If«ugfc ap.

C Ommonlcoﬂuhvo rust- {muon listed

Fixed matatity securities:

U 5 & ﬁnug,n government and government 'Ag,cncnes aml ’mthmmea

Jair vatue hierarchy,

December 31, 2009
Total Level 1 Wmm lmel}
$ 793 s 8 793 -
2,688 o
. ,;105039,,”,_ - g

3,533 =

2841 — 2841
0,835
1,988

1,988

(1) ] e difference between the fuir W/tw of plan assets above and the amount used in determining the fmrdr([ status is due to intevest receivable which is not required 1o be included in 1/;('

The following table for the Company’s qualified pension plan and redrement health benefit plan summarizes the change in fair value associated

with the MIMSE the only Level 3 financial asset.

Beginning balance ar December 31, 2009
Actual return on plan assets and plan expenses

ENDING BALANCE AT DECEMBER 31, 201

For all the financial assets included in the above hierarchy, the market
valuation technique is used. For the year ended December 31, 2010,
the application of the valuation technique applied to similar assets
has been consistent.

Level 1 and Level 2 securities are valued using various observable

market inputs obtained from a pricing service. The pricing service
prepares estimates of fair value measurements for our Level 2 securities
using proprietary valuation models based on techniques such as marrix
pricing which include observable market inputs. Observable market
inputs for Level 1 and 2 securities are consistent with the observable
markert inputs described in Note 6, Fair Value Disclosures. The MIFSFE
utilizes all three levels of mputx to price its holdings. Since unobservable

inputs may have been significant to the fair value measurement, it was

classified as Level 3.

The fi}ﬁowing pension benefits, which

)19
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Retirement
Hga}th Benefit

Pemmn Eemﬁt

3}« 'f,T;,”
,/,107
% 38738 &

The Company obtains one price for each investment. A quarterly
analysis is performed to assess if the evaluated prices represent a
reasonable estimate of their fair value. This process involves quantitative
and qualitative analysis and is overseen by benefits, investment and
accounting professionals. Examples of procedures performed include,
burt are not limited to, inital and on-going review of pricing service
methodologies, review of pricing statistics and trends, and comparison
of prices for certain securities with two different appropriate price
soutces for reasonableness. Following this analysis, the Company uses
the best estimate of fair value based upon all available inputs. The
pricing service provides information regarding their pricing procedures
so that the Company can properly categorize the Plans’ financial assets
in the fair vatue hierarchy.

The Company expects to contribute at least $40,000 to its qualified

pension plan in 2011. No contributions are expected to be made w0
the retirement health benefit plan in 2011

reflect expected future service, as appropriate, are expected to be paid:

Retirement

Heahh Eeneﬁts

Pension Benefits
3‘) ‘)05




Defined Contribution Plan

The Company and its subsidiaties participate in a defined contribution
plan covering substantially all employees. The defined contribution plan
provides be'u, fits payable to participants on retirement or disability and

23. Segment Information

Pt

3 Segment Information

to beneficiaries of participants in the event of the participant’s death.
The amounts expensed by the Company related to this plan were
$33,043, $32,962 and $30,064 in 2010, 2009, and 2008, respectively.

The Company has five reportable segments, which are defined based
on the nature of the products and services offered: Assurant Solutions,
Assurant Specialty Property, Assurant Health, Assurant Employee
Benefits, and Corporate & Other. Assurant Solutions provides debt
protection administration, credit-related insurance, warranties and
service contracts, and pre-funded funeral insurance. Assurant Specialty
Property provides lender-placed homeowners insurance and manufactured
housing homeowners insurance. Assurant Health provides individual
health and small employer group health insurance. Assurant Employee
Benefits primarily provides group dental insurance, group disabiliry
insurance, and group life insurance. Corporate & Other includes
activities of the holding company, financing and interest expenses,
net realized gains (losses) on investments, interest income earned from
short-term investments held and additional costs associated with excess

The following tables summarize

of loss reinsurance programs reinsured and ceded to certain subsidiaries
in the London market between 1995 and 1997. Corporate & Other
also includes the amortization of deferred gains associated with the sales
of Fortis Financial Group and Long-Term Care through reinsurance
agreements.

The Company evaluates performance of the operating segments based
on segment income (loss) after-tax excluding realized gains (losses)
on investments. The (mmpany determines reportable segments in a
manner consistent with the way the Company organizes for purposes of
making operating decisions and assessing performance. The accounting
policies of the reportable segments are the same as those described in
the summary of significant accounting policies. See Note 2 for further
information.

selected financial information by segment for the years ended December 31, 2010, 2009 and 2008:

Year Ended December 31, 2010

Specialey

Employee

Solutions Property Health Benefits_ Corporate & Other  Consolidated

Revenues

Net earned premiums and other
p

wnmdemnom

vhi fie,l «emﬁt'

Amortization of deferred acquisition
costs and value of business acquired v

~and administrative expenses
Interest exper
Segment income (loss) bcfm‘e provision

(benefit) for income tax and goodwill
impairment

i9sans g
107090

694652
37409

e

646,814
.

nm %96 %; i
lszass. o R
e o 4BaAs

1.864,122
48,540

101,830
60,646

i1y e
“4)

a8 (2405

(595{)2)

‘segme:m Asselsy

510916959 §

Sevmcnt 255¢

Total assets

 wagsr
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23 Segment Information

Year Ended December 31, 2009

Solutions

Net e&med premiums and other
wmxderamms

Segment income (loss) bafore provision
(benefit) for income tax and goodwill
zmpairment

Provis

Segment income (loss) before g(mdwdl
impairment

Propert

Specialty

1,947,529 %

s

56890

618,046

2oy

405,997

Heait;h

Employee
Benefits

Corporate & Other

Consolidated

L
(53,597)

3867982

1,601,880

(47,704) 63874  (35931)
LT dls s D
(30,220) 42,156 (24,411)

120,052 %

Qm(}dwﬂi

Tortal assers

405997 §

$ 3,190,617 §

1,()78,567 $

(30 220)

2,521,667 § 7,036,624 § 24,934,269

$ 25,860,667

Year Ended December 31, 2008

Bencﬁts, Icsses and expcnses
Policy hg{(ic:r bt:mﬁts o

Amortization of deferred acquisition costs and
value of buf;mcss acquire d

chment income (locs) before provision (beneht)
for income tax

Provzstoﬂ (beneh /
Se ment income (loss) after income tax
Net income

o

Solutions

}12]83 $

Specialty
Pm erty

407 § 2()48,238‘8 !
o

san

335,290 _
asisse 0 ERe

618,030

405,203 $

Employee
Baneﬁts

Corporate &

’Health/ Other

Cﬂnsolidgteé

1951955 § 1,111,748 5

[ 284914

s

) 37,019
o

1,176,500

108,414

‘The Company operates primarily in the United States and Canada, but also in select international markets.
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23 Segment Information

The following table summarizes selected financial information by geographic location for the years ended or as of December 31:

Revenues Long- lived assets

 dsy s

990645

7,837,792 % )
i 3386'347()‘9_" G

United Sratcs ’ $ 7,765,060 $ 269,907

E*mcex on countries

TOTAL B T $ 8,601,228 § 278,621

Revenue is based in the country where the product was sold and long-lived assets, which are primarily property and equipment, are based on the
physical location of those assets. The Company has no reportable major customers.

The Companies net earned premiums by segment and producr are as follows:

2% 561,755 647,939

ARel 0 0

55 180,969 365,000

. GhuiE L bere B0

. ;2;484,2‘)9" 2813,407

2,671 041

,sm 012
205309
352017

L% 1,369.031 8
199600
358,538

Man:
Other

 i0198 8
104,238

1,879,628 $

425,288
; dltyxmglepmmmms Fm d d" o  ,:, , 7 s - 4 ',,W ,/; .
18,813 434,381
G9rdee ,
1,052,137 $ 1, 11],748

/\1 1 other group dxnbxhty 3
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24 Earnings per common share

24, Earnings per Commaon share

The following rable presents net income, the weighted average common shares used in calculating basic earnings per commeon share and those
used in caleulating dilured earnings per common share for each period presented below.

Years Ended December 31,
ZQ'IO i e 2009 2008

nding used in basic earnings per share

Average SARs totaling 3,053,101, 4,287,465, and 2,500,386 for the years ended December 31, 2010, 2009 and 2008, respectively, were also
outstanding but were anti-dilutive and thus not included in the computation of diluted EPS under the treasury stock method.

25. Quarterly Results of Operations (Unaudited)

The Company’s quarterly results of operations for the years ended December 31, 2010 and 2009 are summarized in the tables below:

Three Month Periods Ended
S¢ tember 30 December 31

Masrch 31 ) une 30

216785
| 2B o86
57225

{loss) before pm\mmn for income taxe

’\l‘m‘ income (loss)

e

$ . a6 5
B

3 s

i

imo n% (iesa} bcfarei pmvmoa 4 income taxes

$ 0 a8

Ner income (loss) S 34

December 31
M182 142
61,155

September 30

052
0.10

0.52
040
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Duting the fourth quarrer of 2010, following the completion of our
annual goodwill impairment analysis, the Company recorded an
impairment charge of $306,381 related to the Assurant Employee
Benefits and Assurant Health reporting units. The impairment charge
resulted in a decrease to net income and had no related tax benefit.
See Notes 2, 6 and 11 for further information.

26. Commitments and Ccmtingencies

26 Commitments and Contingencies

During the fourth quarter of 2009, following the completion of
our annual goodwill impairment analysis, the Company recorded
an impairment charge of $83,000 related to the Assurant Employee
Benefits reporting unit. The impairment charge resulted in a decrease
to net income and had no related tax benefir. See Notes 2, 6 and 11
for further information.

The Company and its subsidiaries lease office space and equipment under operating lease arrangements. Certain facility leases contain escalation
clauses based on increases in the lessors’ operating expenses. At December 31, 2010, the aggregate future minimum lease payments under these
operating lease agreements that have initial or non-cancelable terms in excess of one year are:

ZOM

Rent expense was $39,700, $41,639 and $37,360 for 2010, 2009 and
2008, respectively.

In the normal course of business, letters of credit are issued primarily ro
support reinsurance arrangements in which the Company is the reinsurer.
These letters of credit are supported by commitments under which the
Company is required to indemnify the financial insdtution issuing the
letrer of credir if the letter of credit is drawn. The Company had § 24,946
and $28,5606 of letters of credit outstanding as of December 31, 2010
and 2009, respectively.

The Company is involved in litigation in the ordinary course of
business, both as a defendant and as a plaindff. The Company may
from time to time be subj ject 102 variety of legal and regulatory actions
telating to the Company’s current and past business operations. While
the Company cannot predict the outcome of any pending or future
litigation, examination or investigation, the Company does not believe
that any pending matter will have a material adverse effect individually
or in the aggregate, on the Company’s financial condition, resules of

operations, or cash fows.

As of December 31, 2009, the Company held litigation reserves of
$51,952 related to previously disclosed unfavorable outcomes from
ardinary course claim-related litigation in its Assurant Health segment.
During 2010, the Company paid a total of $25,350 to resolve this
litigation, and released the remaining reserves.

One of the C (:mpmvs subsidiaries, American Reliable Insurance

Company (“ARIC”), participated in certain excess of loss reinsurance
programs in the i..mndon market and, as a result, reinsured certain
personal accident, ransom and kidnap insurance risks from 1995
t0 1997. ARIC and a foreign affiliate ceded a portion of these risks
to retrocessionaires. ARIC ceased reinsuring such business in 1997.
However, certain disputes arose regarding these programs. The disputes
generally involved multiple layers of reinsurance, and allegations that the
reinsurance programs involved interrelated claims “spirals” devised to
disproportionately pass claims losses to higher-level reinsurance layers.

The companies involved in these programs, including ARIC, have
resolved many of these disputes, The disputes involving ARIC and an
affifiate, Assurant General Insurance Limited (formerly Bankers Insurance
Company Limited) ("AGIL"), for the 1995 and 1996 program years,

were the subject of working group settlements negotiated with other
market participants, For the 1995 program year, the participants have
negotiated a final commutation agreement that extinguishes any furure
liability between the participants. For the 1996 program year, four of
the five participants (representing approximately 95% of the exposure)
have negotiated a final commutation agreement that extinguishes any
future liability between the participants.

"the Company believes, on the basis of information currently available,
that the existing loss accruals relared o these programs are adequare.
However, the inherent uncertainty of resolving these matters, including
the uncertainty of estimating whether any settdements the Company
may enter into in the future would be on favorable rerms, makes it
impossible to predict the outcomes with certainty.

As previously disclosed, the Company entered into a secdement on
January 21, 2010 in connection with a complaint filed by the SEC
regarding a finite reinsurance arrangement entered into by the. Company.
The Company consented, without admitting ot denying the allegations
in the complaint, to the entry of a judgment requiring payment of
a civil penaley of $3,500, an expense that the Company accrued as
of December 31, 2009, and a permanent injunction prohibiting the
Company from violating certain provisions of the federal securities
laws. The court approved the settlement in a final judgment entered
on January 25, 2010, and the Company paid the penalty.

In the course of implementing procedures for compliance with the
new mandatory reporting requirements under the Medicare, Medicaid,
and SCHIP Extension Act of 2007, Assurant Health identified a
possible ambiguity in the Medicare S{eﬁ;{)z*dary Payer Act and related
regulations about which the Company subsec pzcm[v had a meeting
wzth representatives of thc( enters for Medicare and Medicaid Services
(“CMS” ) Assurant Health believes that its historical interpretation
and application <>fsuch aws and regulations is correct and requested
that CMS issue a written determination to that effect. More recently,
CMS informed counsel for Assurant Health that it disagrees with some
of Assurant Health's legal positions and requmtui kmmhcl meeting to
discuss the matter fuxthcz, but, as of this date, no such meeting has
been scheduled. The Company does not believe that any loss relating
to this issue is probable, nor can the Company make any estimate of
any possible loss or range of possible loss associated with this issue.
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Schedule I-—Summary of Investments Other —Than—
Investments in Related Parties

ASSURANT, INC. AT DECEMBER 31, 2010

Amount at
Cost or which shown in
(i tfmtcmnds) Amortized Cost Fair Value balance shect

’49 511
864,834
648,535
41;7%
106,971
o 79%6728
7,904,223
10,612,552

ies and authorities

460,388
4 466954
1 320,964 1,400,553

.
58,702 358,702

tmdcr eu,umm I@m’hng, - : L | ,2;9‘,3 e
()Ehu‘ investments ‘ ’ I 567,945 ’ ’ 567,945 05'6/7,9/45
’ e 8 12888652 § 13585067 $ 13505478
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Schedule II—Condensed Balance Sheet (Parent Only)

ASSURANT, INC.

(in z‘hom/mrir except nwm‘/]m es/
ASS‘E, S ?’j :
Investments:

. Bquity invesient i

Fixed maturity securities Avxxl 11 le for sale, at fair value (umn
$106,037 in 2009)

318,190 in 2010 and

December 31,

2010 2009

s dyosgto 8 ABBGTTS
316,832 105,409

519 .

Inconu tax rece

A(,(,ll[(d mvcsrmwt mcomc

ngeﬁw and equipment, 2 §é';:fcumilIatei{{c}{éj@ggciétinﬁ‘.‘. b
Deferred i income taxes, net

Goodwill

Orher assets
TOTAL ASSETS
L IABILITH" S

Accounts payable and other liabiliges
Debr

551€~
, 137 381
2200541

33,145

6,197,754 &

45,895 33,1
6248441

440,053 % 414974
972164 972,058

Mandatotily redeemable sekeredsiock 5,000 ]
TOTAL LIABH] TIE S 1,417,21 7 1,395,192
C,ommxémgnte and Continpenges -
STOCKHO[ DERS FQUI’E Y
1,453 1447
2,993,957 2,962,883
3064025 ’"’%954 466
285,524
Eréasug_g stad L at (1,764.422)
Total stockholder 4780537 :
[OTAL LIAB $ 6,197,754 & 6,248
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Schedule II—Condensed Income Statement (Parent Only)

ASSURANT, INC.
Years Ended December 31,
2009 LR

(in thowsands}

s
77,567

5,808

B 3
796

NET INCOME 430,574 % 447,
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Schedule II—Condensed Cash Flows (Parent Only)

ASSURANT, INC.

Years Ended December 31,
(in thousands) R : v _ ) o . v . 2010 - 2009 2008

447,796

%32 1(3))

(5,682)
oy

%61 67‘)

Sq es of'

Pmeciﬁmmmy secutities available forsale i . i .- _
Property and equipment and other ":/'/, 04 1,104 5
Subsidiary, net of cash transfersed - .. .. .

Maturities, puplym ts, md xghgdukd I'Ld nption of: : ’

Gl sy
(4,638

o Bsy
(64,000)

d to subsidm fes

itributions from su wti :

h;mge in short- term investrne ﬂi‘w

(12,569) (127,1(2) ) ”(zm,azm

fwh‘iﬁ e in other vested assers -
NET CASH USED IN INVLS ['IN G AC TIV(TIES

Ffﬁaﬂéﬁg&uwﬁw . o e
Repayment ofmand&mr( ly mdumzbic ptd > (3.160) (3,900) (IO ()()())
Change in tax hmem from sh %r;zimscd Jaymuit auangemcms - . w7y e :

Acquisition of common stock (822546 (31,949) (59,000)
idendspad - (69,618) (69596 (63672
C hmﬁe in rece 1val les undc : (14.570) —
’ VgL Galmmae
(602,125) (106,335) (126 990)

-

{70, 8()4} 424,867 ?4 361
( G highg

727,186 § 302,319

CASH AND CA‘)H IiQUIVALF NT& AT END OF PERIOD ’ $ 656;532 $

(1) This relates to the sale of UFLIC to a third party on May 1, 2008.
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Schedule III—Supplementary Insurance Information

ASSURANT, INC. FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 & 2008

Benefits Amortization

Furure claims,  of deferred Property and

Deferred policy Claims and Net losses and policy Other*,  Casualty

Segment Acquisition benefits and  Unearned benefits  Premium investment settlement  acquisition  operating  Premiums
(i thousdnds) Cost_ex) : i ayable revenue incnmc Written

CXPENSCS COSLS Crpenses

2010

Solutions

960,298 ~ 622, 068
( L

889,387 $ ]
\,"‘apu ialty Prop 68

Corporate and
Other - 343389/ 39,082 641,922

bh(rM EN I 9

2009 )

Solivions 80 7108 36559428 3 (% ,\"*“391,229535 1.029,15 :
Specialey Property ; 3,556 : l,,)/t/ 5?‘) 110,337 664,182 3 464,865
Employee Benehis 24448 e 927 Lbsaaa sI070 ) 38585 3545

Health 8,338 f)s 353 Apﬁ)s% 1,879,628 47, 6‘58 1,410,171 8,526 596,172 o
Other ' . 28”77 %18 o 4shs o hwoayr - e
TOTAL
SEGMENTS $ 2,504,(;543; 7,345},6335; 5,153,564 % 3,366,327 7,550,335 8 698,838 $ 3 867,982
2008 = - .
solunons $ 24076/%@ ;:zzs ws 3986 1()7% ‘56/ ‘382“; 2,813,407 $ ;20 615 % 119% 7‘38 $ 1, $ 776,696% 654,003
Specialry Property | BDLSIT | 3473 1243045 AM1359 1048238 23045 785405 33516 483,33
Impm\ec Bgmfr 24,557 “0‘3 13,168 1 775,@85 L111,748 147,027 775,684 37,019 363,7 ‘)6
Healdh 7 lbers 0 W39 14759 315706 1951955 57464 : 18753 B
Corporate and
Other ] —

92,690

1'47 $ 1 6‘54,984‘& 2;.5’02 3665

Includes amarsization //f m/m of business ge q,mm’ underwriting, ge nmﬂ /m// /Irlmnmrmz ion expenses and gcmdu z[l impatrment.
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Schedule IV—Reinsurance

ASSURANT, INC. FOR THE YEAR ENDED DECEMBER 31, 2010

Percentage

of ameunt

Ceded to other Assumed from assumed
Companies ethcr Cam anies Net amount 10 net

0,692,974

Du’ect amount

4.4%

36,508 8.9%

: , 9.8%
Pro erty qnd liabilit insurance 0.5%
TOTAL POLICYHOLDER BENEFITS 6.5%
ASSURANT, INC. FOR THE YEAR ENDED DECEMBER 31, 2009
Percentage
of amount
Ceded to othex Assumed from assumed
Direct amount ther Companies _ Net amount to net

. 111493158 8 35 8763631 8 B5114703

ChsEs k0 g g el s e
3,551,406 755,348 151,471 2,947,529

a9l i  Gi7%d 0 do0810 wv,
9,377,937 % 2,()58,704 /$ 231,102 $ 7,550,335 3.1%
860,253 $ 436, 3“6 K 34,842 % 458,769 7.6%
JAent 0 sUTs - .
1,499,594 220, 36,604 1,315.477 2.8%
Qﬁowwaﬁmrm 4856748 $ 1174, 185439 % 3867982 4

ASSURANT;, INC. FOR THE YEAR ENDED DECEMBER 31, 2008

Percentage

of amount

Ceded to other Assumed from assumed

Direct amount (,omgames ether Companies Net amaunt to net

$ 121510500 %  3BA69258 % 1,872,195 % 85013437 2%

% vy 5122,,862:,’3{- U bRy e 1.3%
3,686,230 726,497 M‘S,}‘)‘) 3,104,93. 4.7%
47996531 898 161 195541 4097053 489

4.4%

9,622,660 $ 2 047, 520 $ 350,208 $ 7,925,348
Benefi:sf e : G T
Life insurance
Accident.
P

4.7%

5.9%

%91,238 “s
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Schedule V—Valuation and Qualifying Accounts

ASSURANT, INC. AS OF DECEMBER 31, 2010, 2009 AND 2008

Additions
Charged to
Balance at Costs and  Charged to Other Balance at End

Beginning of Year

‘ Accounts Deductions
2010 o o , .
Valuation allowance for foreign NOL deferred tax
uuy{inward

kmuom ;zl}u i

172,339

Valuation allowance for foreign NOL deferred rax

car i"vforwud (631) 6,834
| s sk
/ 5,908 10,214 16,129
. Hmvgmu for uncol Ifx tﬂﬁﬁ agenits balance el s 11
\ iluaﬂorx allowance for uncollectible accounts 14,424 10,608

Vo dlina iland ool ... 15 . o - 5
TOTAL o $ 140746 $ 20720 $ _ (14739) § 17,3778 129,350

Valuation allowance for foreign NOL deferred tax

yairvcorward 3,235 % —  $
Wowance bt et on assels ‘ e .
Vﬂfiarxop allowance for mor tgage loans on real estate 5,290 ’ (1(}}
Valuation allowance for uncollectible agents halan e Wy .
V;ﬂuatz()n allowance for mxgolim ribl ’ 4,768 12 622 (130) ’ 2,836 14,424

Naluation llowance for Rej ineurance

TOTAL 34179 $ 111,214 $ ®9) $ 4558 § 140,746
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Non-GAAP Financial Measures

{1) Assurant uses operating return on equity (“ROE”) as an important
measure of the Company's operating performance. Operating ROE equals
full-year net operating income for the periods presented divided by
average stockholders' equity for the year, excluding accumulated other
comprehensive income (loss) (“AOCI"). The Company believes Operating
ROE provides investors a valuable measure of the performance of the
Company’s ongoing business, because it excludes the effect of net realized
gains (losses) on investments that tend to be highly variable and those
events that are unusual and/or unlikely to recur. The comparable GAAP
measure would be GAAP ROE, defined as full-year net income divided by
average stockholders’ equity for the year. GAAP ROE for the year ended
Dec. 31, 2010 was 5.8 percent, as shown in the following reconciliation
table.

Operating return on average equity s
(excluding AQCH 1 21‘26
Net realized gains

on investments 0.7%
Change in tax valuation allowance -0.1%
Goodwill impairment -6.6%
Change due to effect

of including AOCI -0.3%
GAAP return i

on average equity S BR%

{2) Assurant uses net operating income as an important measure of the
Company’s operating performance. As shown in the following table, net
operating income equals net income excluding net realized gains (losses)
on investments and other unusual and/or infreguent items. The Company
believes net operating income provides investors a valuable measure of the

performance of the Company's ongoing business, because it excludes the
effect of net realized gains (losses) on investments that tend to be highly
variable and those events that are unusual and/or untikely to recur.

010 2009 2008 2007
{(dollars in millions, net of tax)
Assurant Solutions $103.2 5120.1 §112.2 $143.9
Assurant Specialty Property 424.3 406.0 405.2 379.2
Assurant Health 54.0 (30.2) 120.3 151.7
Assurant Employee Benefits 63.5 42.2 70.6 87.0
Corporate and other {52.3) (48.3) (50.4) (49.4)
Amortization of deferred gain on disposal
of husinesses 6.8 14.6 19.1 21.5
Interest expense (39.4) (39.5) (39.6) (39.7)
Het operating income 560.1 464.9 637.4 694.2
Adjustments:
Met realized gains (losses) on investments 3.5 (34.8) (278.6) {40.5)
Tax benefit realized from the sale of an inactive subsidiary - - 89.0 -
Change intax valuation allowance (6.0} - - -
Legal settlement and related expenses - 83.5 - -
Goodwill impairments (306.4) {83.0) - -
Net income . §430.6 §447.8 $653.7

(3} Assurant uses book value per diluted share, excluding AOCI, as an
important measure of the Company’s stockholder value, Book value per
diluted share excluding AOCIH equals total stockholders’ equity excluding
AQCH divided by diluted shares outstanding. The Company believes book
value per diluted share excluding AOCH provides investors a valuable
measure of stockhotder value because it excludes the effect of unreatized
gains (losses) an investments, which tend to be highly variable and other
accumutated comprehensive income items. The comparable GAAP measure
would be book value per diluted share, defined as total stockholders’ equity
divided by diluted shares outstanding., Book value per diluted share was
$45.81 and $41.03 as of Dec. 31, 2010 and 2009, respectively, as shown in
the reconciliation table.
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of including AOCI
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Other Information

CORPORATE HEADQUARTERS

INVESTOR INFORMATION

Assurant, Inc.

One Chase Manhattan Plaza
41 Floor

New York, NY 10005
Telephone: 212.859.7000
www.assurant.com

INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

PricewaterhouseCoopers LLP
300 Madison Avenue

New York, NY 10017
Telephone: 646.471.3000

Fax: 813.286.6000

WWW. pWC.Com

STOCK LISTING

Assurant is traded on the New York Stock Exchange
under the symbol AlZ.

SHAREHOLDER INQUIRIES

BNYMellon Shareowner Services LLC is the stock transfer
agent. All questions on issuance of stock certificates,
changes of ownership, lost stock certificates, changes of

address and other similar matters should be addressed to:

BNYMellon

P.O. Box 358015

Pittsburgh, PA 15252
www.bnymellon.com/shareowner/equityaccess

Domestic Shareholders: 877.761.3451

TDD for Hearing Impaired: 800.231.5469

Foreign Shareholders: 201.680.6578

TDD Foreign Shareholders: 201.680.6610

For additional copies of the Assurant Annual Report or
Assurant news releases, please visit our website:
http://ir.assurant.com

In addition, you also may request public Assurant financial

information by dialing 866.888.4219.

Melissa Kivett

Senior Vice President, Investor Relations
Assurant, Inc.

One Chase Manhattan Plaza, 41% Floor
New York, NY 10005

212.859.7029
melissa.kivett@assurant.com

You also may visit the Investor Relations section of the Assurant
website: http://ir.assurant.com

FORM 10-K AND OTHER REPORTS

Copies of the 2010 Annual Report on Form 10-K and

other reports filed with the U.S. Securities and Exchange
Commission (SEC) also are available, without charge,

from the Investor Relations section of the Assurant website at
http://ir.assurant.com or by dialing 866.888.4219.

SEC AND NYSE CERTIFICATIONS

Assurant has included as Exhibits 31 and 32 to its 2010
Annual Report on Form 10-K filed with the SEC, certifications
of Assurant’s Chief Executive Officer and Chief Financial
Officer, as required under the Sarbanes-Oxley Act of 2002, as
amended, regarding the company’s public disclosures.

In 2010, Assurant’s Chief Executive Officer also submitted

to the New York Stock Exchange (NYSE) a certification stating
that he is not aware of any violations by Assurant of the NYSE
corporate governance listing standards.

FORWARD-LOOKING STATEMENTS

Some of the statements included in this Annual Report

are forward-looking statements within the meaning

of the U.S. Private Securities Litigation Reform Act of 1995.
Please see the “Risk Factors” section in our 2010 Annual
Report on Form 10-K for a detailed discussion of the risk
factors that could cause our actual results to differ from
expectations or estimates reflected in these forward-looking
statements.

Designed by E Labrador (212)792-4068
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and Board of Directors (s of March 28, 2011)
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