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One Chase Manhattan Plaza, 41st Floor

New York, New York 10005
(Address of Principal Executive Offices) (Zip Code)

Registrant�s telephone number, including area code:

(212) 859-7000

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered

Common Stock, $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. Yes x No ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ¨ No x

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

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check One):
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x   Large accelerated filer         ¨  Accelerated filer         ¨  Non-accelerated filer

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ¨ No x

The aggregate market value of the Common Stock held by non-affiliates of the registrant was $5,036 million at June 30, 2006 based on the
closing sale price of $48.40 per share for the common stock on such date as traded on the New York Stock Exchange.

The number of shares of the registrant�s Common Stock outstanding at February 15, 2007 was 122,346,154.

Documents Incorporated by Reference

Certain information contained in the definitive proxy statement for the annual meeting of stockholders to be held on May 17, 2007 (2007 Proxy
Statement) is incorporated by reference into Part III hereof.
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FORWARD-LOOKING STATEMENTS

Some of the statements under �Business,� �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� and elsewhere
in this report may contain forward-looking statements which reflect our current views with respect to, among other things, future events and
financial performance. You can identify these forward-looking statements by the use of forward-looking words such as �outlook,� �believes,�
�expects,� �potential,� �continues,� �may,� �will,� �should,� �seeks,� �approximately,� �predicts,� �intends,� �plans,� �estimates,� �anticipates� or the negative version of
those words or other comparable words. 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. Such forward-looking statements are
subject to various risks and uncertainties. Accordingly, there are or will be important factors that could cause our actual results to differ
materially from those indicated in this report. We believe that these factors include but are not limited to those described under the subsection
entitled �Risk Factors� in �Management�s Discussion and Analysis of Financial Condition and Results of Operations.� These factors should not be
construed as exhaustive and should be read in conjunction with the other cautionary statements that are included in this report. We undertake no
obligation to publicly update or review any forward-looking statement, whether as a result of new information, future developments or
otherwise.

If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may vary
materially from what we projected. Any forward-looking statements you read in this report reflect our current views with respect to future events
and are subject to these and other risks, uncertainties and assumptions relating to our operations, results of operations, financial condition,
growth strategy and liquidity.

ii
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PART I

Item 1. Business

Legal Organization

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

Prior to the IPO, 100% of the outstanding common stock of Fortis, Inc. was owned indirectly by Fortis N.V., a public company with limited
liability incorporated as naamloze vennootschap under Dutch law, and Fortis SA/ NV, a public company with limited liability incorporated as
société anonyme/naamloze vennootschap under Belgian law. Following the IPO, Fortis N.V. and Fortis SA/ NV, through a wholly owned
subsidiary Fortis Insurance N.V., owned approximately 35% (50,199,130 shares) of the outstanding common stock of Assurant.

On January 21, 2005, Fortis N.V. and Fortis SA/ NV, through a wholly owned subsidiary Fortis Insurance N.V., owned approximately 36%
(50,199,130 shares) of the outstanding common stock of Assurant based on the number of shares outstanding that day and sold 27,200,000 of
those shares in a secondary offering to the public. Assurant did not receive any of the proceeds from the sale of shares of common stock. Fortis
N.V. received all net proceeds from the sale and concurrently sold exchangeable bonds, due January 26, 2008, that are mandatorily
exchangeable for their remaining 22,999,130 shares of Assurant. The exchangeable bonds and the shares of Assurant�s common stock into which
they are exchangeable have not been and will not be registered under the Securities Act of 1933 (�Securities Act�) and may not be offered or sold
in the United States absent registration or an applicable exemption from registration requirements.

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

Dollar amounts are presented in U.S. dollars and all amounts are in thousands, except number of shares, per share amounts, registered holders,
number of employees and beneficial owners.

Business Organization

Assurant�s mission is to be the premier provider of specialized insurance products and related services in North America and selected
international markets. To achieve this mission, we focus on the following areas:
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� Building and maintaining a portfolio of diverse, specialty insurance businesses

� Leveraging a set of core capabilities�managing risk; managing relationships with large distribution partners; and integrating complex
administrative systems�for competitive advantage

� Managing targeted growth initiatives

� Identifying and adapting to evolving market needs

� Centralizing certain key functions in the Corporate segment to achieve economies of scale

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

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

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

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

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

Competition

Assurant�s businesses focus on niche segments within broader insurance markets. While we face competition in each of our businesses, we
believe that no single competitor competes against us in all of our business lines and the business lines in which we operate are generally
characterized by a limited number of competitors. Competition in our operating business segments is based on a number of factors, including:
quality of service, product features, price, scope of distribution, financial strength ratings and name recognition. The relative importance of these
factors depends on the particular product and market. We compete for customers and distributors with insurance companies and other financial
services companies in our various businesses.

Assurant Solutions and Assurant Specialty Property face competition in their product lines, but we believe that no other company participates in
all of the same lines or offers comparable comprehensive capabilities as these two businesses. Competitors include insurance companies,
financial institutions and, in the case of preneed�regional insurers. Assurant Health�s main competitors are other health insurance companies,
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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.

2
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Segments

On April 1, 2006, the Company separated its Assurant Solutions business segment into two business segments: Assurant Solutions and Assurant
Specialty Property. In addition, concurrent with the creation of the new Assurant Solutions and Assurant Specialty Property segments, the
Company realigned the Preneed segment under the new Assurant Solutions segment. Segment income statements for the years ended
December 31, 2005 and December 31, 2004 and segment assets for the year ended December 31, 2005 have been recast to reflect the new
segment reporting structure.

Assurant Solutions

For the Year Ended

December 31, 2006

For the Year Ended

December 31, 2005

Gross Written Premium for selected product groupings (1):
Domestic Credit $ 714,791 $ 767,466
International Credit $ 680,097 $ 647,467
Domestic Extended Service Contracts(2) $   1,258,292 $   1,120,227
International Extended Service Contracts(2) $ 341,886 $ 247,506
Preneed (face sales) $ 433,510 $ 542,512
Net earned premiums and other considerations $ 2,371,605 $ 2,220,145
Segment net income $ 198,893 $ 133,147
Equity(3) $ 1,564,795 $ 1,576,176

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

(2) Extended service contracts include warranty contracts for products such as personal computers, consumer electronics and appliances.
(3) Equity excludes accumulated other comprehensive income.

Products and Services

Assurant Solutions targets growth in three key product areas: domestic extended service contracts (�ESC�) and warranties; preneed life insurance
sales; and international credit and ESC. In addition, we offer debt protection services through financial institutions.

ESC and Warranties: Through partnerships with leading retailers, we underwrite and provide administrative services for extended service
contracts and warranties. These contracts provide consumers with coverage on appliances, consumer electronics, personal computers, cellular
phones, automobiles and recreational vehicles protecting them from losses incurred due to product failures. We pay the cost of repairing or
replacing customers� property in the event of damages due to mechanical breakdown, accidental damage, and casualty losses such as theft, fire,
and water damage. Our strategy is to seamlessly provide a total solution to our clients that addresses all aspects of the warranty or extended
service contract, including program design and marketing strategy. We provide technologically advanced administration, claims handling and
customer service. We believe that we maintain a differentiated position in the marketplace as a provider of both the required administrative
infrastructure and insurance underwriting capabilities.
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Preneed Life Insurance: Preneed life insurance allows individuals to prepay for a funeral in a single payment or in multiple payments over a
fixed number of years. The insurance policy proceeds are used to address funeral costs at death. These products are generally structured as whole
life insurance policies in the United States and as annuity products in Canada.

Credit Insurance: Our credit insurance programs provide our clients� customers with products that offer protection from life events and
uncertainties that arise in purchasing and borrowing transactions thereby
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providing the consumer peace of mind. Credit insurance programs generally offer consumers a convenient option to protect a credit card balance
or installment loan in the event of death, involuntary unemployment or disability and are generally available to all consumers without the
underwriting restrictions that apply to term life insurance.

Debt Protection/Debt Deferment: Debt protection products are offered by our clients to their customers and are typically underwritten by the
institution that issues the credit card. Due to regulatory changes and the resulting shift to debt deferment products by financial institutions, we
have seen a reduction in domestic written premium generated in the credit insurance market. Consequently, the largest credit card issuing
institutions have migrated from credit insurance towards debt protection programs. We have worked with our clients to offer alternative products
such as debt deferment and protection services. Our debt protection programs generate fee income.

Marketing and Distribution

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

Several of our distribution agreements are exclusive. Typically these agreements have terms of one to five years and allow us to integrate our
administrative systems with those of our clients. This integration enables us to exchange information in an almost real-time environment.

In addition to our domestic market, we operate in Canada, the United Kingdom, Denmark, Germany, Spain, Italy, Argentina, Brazil, Mexico and
Puerto Rico. In these markets, we primarily sell extended service contracts and credit insurance products through agreements with financial
institutions, retailers and cellular-phone companies. Although there has been shrinkage in the domestic credit insurance market, the international
markets are experiencing growth in the credit insurance business. Expertise gained in the domestic credit insurance market has enabled us to
extend our administrative infrastructure internationally. Systems, training, computer hardware and the overall market development approach are
customized to fit the particular needs of each targeted international market.

Our pre-funded funeral programs are marketed in the United States and Canada. In November 2005 we sold our US independent distribution
business to Forethought Life Insurance Company (�Forethought�) to allow us to focus on our exclusive distribution partnership with Service
Corporation International (�SCI�) and continue to develop our other growth area; independent business in Canada. We are the sole provider
through September 30, 2010 of preneed life insurance for SCI, the largest funeral provider in the US based on total revenue. In Canada, we
market our preneed programs through independent and corporate funeral homes and selected third-party general agencies. In late 2006 we
entered into an agreement to acquire 100% of the outstanding stock of Mayflower National Life Insurance Company (�Mayflower�) from SCI and
extend our exclusive marketing agreement with SCI to September 30, 2013. The transaction is expected to close in 2007. Mayflower will add
approximately $50,000 in annual net earned premiums.

Underwriting and Risk Management

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

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

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

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

Assurant Specialty Property

For the Year Ended
December 31,

2006

For the Year Ended
December 31,

2005

Net Earned Premiums and Other Considerations by Major Product Grouping:
Homeowners (Creditor Placed and Voluntary) $ 753,169 $ 443,526
Manufactured Housing (Creditor Placed and Voluntary) 214,461 217,424
Other (1) 240,681 197,898

Total $ 1,208,311 $ 858,848

Segment Net Income $ 241,121 $ 143,227
Loss Ratio (2) 33.8% 37.0%
Expense Ratio (3) 44.0% 47.2%
Combined Ratio (4 ) 76.5% 82.6%
Equity (5) $ 752,913 $ 524,403

(1) This includes flood, renters, agricultural, specialty auto and other insurance products.
(2) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.
(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums and other considerations and fees

and other income.
(4) The combined ratio is equal to total benefits, losses and expenses divided by net earned premiums and other considerations and fees and

other income.
(5) Equity excludes accumulated other comprehensive income.

Products and Services
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Assurant Specialty Property is pursuing long-term profitable growth in creditor-placed homeowners insurance and seeks to extend this model
into two emerging markets, creditor-placed automobile and renters liability and property.

Creditor-placed homeowners insurance: The largest product line within Assurant Specialty Property is homeowners insurance consisting
principally of fire and dwelling hazard insurance offered primarily through our creditor-placed programs. The creditor-placed program provides
collateral protection to our mortgage lender clients in the event that a homeowner fails to purchase or renew homeowners insurance on a
mortgaged dwelling.

We use a proprietary insurance tracking administration system to continuously monitor a client�s mortgage portfolio to verify the existence of
insurance on each mortgaged property. In the event that a mortgagee is not
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maintaining adequate insurance coverage, they will be notified and, if the situation continues, we will issue an insurance policy on the property
on behalf of the creditor. This process works through the integration of our proprietary loan tracking system with the back offices of our clients.

The creditor-placed programs are administered separately for homeowner mortgages and manufactured housing mortgages. Our hazard products
can also be sold on a voluntary basis. In addition, we provide fee-based administration services for some of the largest mortgage lenders and
servicers, manufactured housing lenders, dealers and vertically integrated builders and equipment leasing institutions in the United States.
Manufactured housing retailers use our proprietary premium rating technology which allows them to sell property coverages at the point of sale.

We believe this proven business model will allow us to continue our growth due to seamless integration with our clients and the inherent
efficiencies of this integration. Additionally, we are optimistic about the opportunities before us to expand this business model with the addition
of new clients, new products for existing clients, and the acquisition of new business such as the May 2006 acquisition of the creditor-placed
business of Safeco Financial Institution Solutions, Inc. (�SFIS�). The acquisition of SFIS raised our market share of outsourced creditor-placed
business to approximately 70%.

Creditor-Placed Auto and Renters: We have developed products using our creditor-placed business model to meet similar needs in adjacent and
emerging markets, such as the creditor-placed automobile and creditor-placed rental markets. Both of these markets have been expanding in
recent years. The creditor-placed automobile market has benefited from regulatory improvements made by the National Association of Insurance
Commissioners. The creditor-placed rental market continues to expand as more property management companies mandate tenant liability
coverage.

As a result of our efficiency in handling certain back-office functions, the vast majority of our mortgage lender and servicing clients outsource
their insurance processing to us. We also act as an administrator for the Federal Government under the voluntary National Flood Insurance
Program for which we earn an expense reimbursement for collecting premiums and processing claims. This is a public flood insurance program
and is restricted as to rates, underwriting, coverages and claims management procedures. We do not assume any underwriting risk with respect
to this program; however, we underwrite a smaller separate voluntary flood insurance program.

Marketing and Distribution

Our marketing strategy is to establish relationships with institutions that are leaders in their chosen markets. Our creditor-placed homeowners
program is marketed through financial institutions and other mortgage lenders. Our clients in this program consist of 17 of the top 25 prime
mortgage lenders/servicers and 14 of the top 25 sub-prime mortgage lenders/servicers.

We offer our manufactured housing insurance programs primarily through three channels; manufactured housing lenders, manufactured housing
retailers and independent specialty agents. The independent specialty agents distribute our products to individuals subsequent to new home
purchases.

Underwriting and Risk Management
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We maintain a disciplined approach to the management of our product lines. Our creditor-placed homeowners insurance program is unique in
that it is not underwritten on an individual basis. Contracts with our clients require us to automatically issue these policies, after notice, when a
homeowners policy lapses or is terminated. These products are priced after factoring in this inherent underwriting risk.
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As part of our overall risk management focus, we continually monitor pricing adequacy on a product by region, state, risk and producer. We
proactively seek to make timely commission, premium and coverage modifications, subject to regulatory considerations, where we determine
them to be appropriate. In addition, we maintain a segregated risk management area that concentrates on catastrophic exposure management, the
adequacy and pricing of reinsurance coverage and continuous analytical review of risk retention and subsequent profitability in the property
lines. For the lines where there is exposure to catastrophes (e.g. homeowners policies), we monitor and manage our aggregate risk exposure by
geographic area and, when appropriate, enter into reinsurance contracts to manage our exposure to catastrophic events. Additionally, in the event
of a catastrophic loss, we have the mechanism in place to reinstate, as needed, reinsurance coverages for protection from potential subsequent
catastrophic events within the policy year.

Assurant Health

For the Year Ended
December 31,

2006

For the Year Ended
December 31,

2005

Net Earned Premiums and Other Considerations:
Individual Markets:

Individual Medical $ 1,213,677 $ 1,164,498
Short-term Medical 101,454 110,912

Subtotal 1,315,131 1,275,410
Small Employer Group 768,826 888,555

Total $ 2,083,957 $ 2,163,965

Segment Net Income $ 167,919 $ 178,055
Loss ratio (1) 62.4% 62.1%
Expense ratio (2) 30.2% 29.8%
Combined ratio (3 ) 91.4% 90.8%
Equity (4) $ 416,765 $ 479,564

(1) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.
(2) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums and other considerations and fees

and other income.
(3) The combined ratio is equal to total benefits, losses and expenses divided by net earned premiums and other considerations and fees and

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

Product and Services

In business since 1892, Assurant Health is focused on pursuing long-term profitable growth opportunities in the individual medical market by
offering traditional medical insurance, short-term medical insurance and student medical plans to individuals and families. Products are offered
with different plan options to meet a broad range of customer needs. Assurant Health also offers traditional medical insurance to small employer
groups.
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Individual Medical: Our medical insurance products are sold to individuals, primarily between the ages of 18 and 64 years, and their families
who do not have employer-sponsored coverage. We emphasize the sale of individual products through associations and trusts that act as the
master policyholder for such products. Products marketed and sold through associations and trusts offer flexibility in pricing and product design
which increase our ability to respond to market changes.

Substantially all of the individual health insurance products we sell are Preferred Provider Organization (�PPO�) plans, which offer members the
ability to select from a wide range of health care providers. Coverage is typically available with a variety of co-payment or deductible and
coinsurance options, with the total benefit for

7

Edgar Filing: ASSURANT INC - Form 10-K

Table of Contents 19



Table of Contents

covered services limited by certain policy maximums. Members can also add an HSA (�Health Savings Account�) option with their high
deductible health plan. We offer extensive HSA training to our independent agents and offer internet-based HSA tools making it easier for our
customers to integrate their HSA into the plan of their choice and better manage their health care spending. These products are individually
underwritten, taking into account the member�s medical history and other factors. The remaining products we sell are indemnity, or
fee-for-service plans. Indemnity plans offer a member the ability to select any health care provider for covered services.

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

Small Group Medical: Our group medical insurance sold to small employers focuses primarily on companies with two to fifty employees,
although larger employer coverage is available. As of December 31, 2006, our average group size was approximately five employees. In the case
of our small employer group health insurance, we underwrite the entire group and examine the medical risk factors of the individual groups for
pricing purposes only. Substantially all of the small employer health insurance products that we sold in 2006 and 2005 were PPO products. We
also offer HSA and HRA (�Health Reimbursement Account�) options and a variety of ancillary products to meet the demands of small employers
for life insurance, short-term disability insurance and dental insurance.

Marketing and Distribution

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

In 2006, we launched Advantage Agent, an array of new products, tools and capabilities designed to make it easy for agents to do business with
Assurant Health. Along with the introduction of a new individual medical portfolio designed to meet a broad spectrum of customer needs,
Advantage Agent also includes a new on-line program called EASE (Electronic Agent Sales Experience) that shortens approval periods and
makes the application process easier for applicants and agents while maintaining the integrity of our disciplined risk management requirements.

Underwriting and Risk Management
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processing. In establishing premium rates for our health care plans, we use underwriting criteria based upon our accumulated actuarial data, with
adjustments for factors such as claims experience and member demographics to evaluate anticipated health care costs. Our pricing considers the
expected frequency and severity of claims and the costs of providing the necessary coverage, including the cost of administering policy benefits,
sales and other administrative costs.

We also utilize a broad range of focused traditional cost containment and care management processes across our various product lines to manage
risk and to lower costs. These include case management, disease management and pharmacy benefits management programs. We retain provider
networks through a variety of relationships. These relationships generally include leased networks, such as Private Health Care Systems, Inc.
(�PHCS�), which contract directly with individual health care providers. Assurant Health was a co-founder of PHCS. Although we sold our equity
interest in PHCS during 2006, we continue to have access to the PHCS network. Pharmacy benefits management is provided by Medco Health
Solutions, formerly known as Merck-Medco. Medco Health Solutions has established itself as a leader in its industry with almost 60,000
participating retail pharmacies nationwide and its extensive mail-order service. Through Medco Health Solutions� advanced technology
platforms, Assurant Health is able to access information about customer utilization patterns on a timelier basis to improve its risk management
capabilities. In addition to the technology-based advantages, Medco Health Solutions allows us to purchase our pharmacy benefits at competitive
prices. Our agreement with Medco Health Solutions expires June 30, 2007 and we are currently in negotiations to renew this contract. We also
utilize co-payments and deductibles to reduce prescription drug costs.

Assurant Employee Benefits

For the Year Ended

December 31,
2006

For the Year Ended

December 31,
2005

Net Earned Premiums and Other Considerations:
Group Dental $ 428,218 $ 502,789
Group Disability Single Premiums for Closed Blocks (1) 46,313 26,700
All Other Group Disability 480,924 489,840
Group Life 224,447 258,509

Total $ 1,179,902 $ 1,277,838

Segment Net Income $ 83,603 $ 68,366
Loss ratio (2) 70.4% 73.3%
Expense ratio (3) 33.7% 32.1%
Equity (4) $ 615,612 $ 610,248

(1) This represents single premium on closed blocks of group disability business.
(2) The loss ratio is equal to policyholder benefits divided by net earned premiums and other considerations.
(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums and other considerations and fees

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

Products and Services

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

We offer a full range of group disability, dental, life and voluntary products as well as individual dental products. The group products are offered
with funding option choices ranging from fully employer paid to fully employee paid (voluntary).
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Group Disability: Group disability insurance provides partial replacement of lost earnings for insured employees who become disabled as
defined by their plan provisions. Our group disability products include both short-and long-term disability coverage options. We also reinsure
disability policies written by other carriers through our subsidiary Disability Reinsurance Management Services, Inc. (�DRMS�).

Group long-term disability insurance provides income protection for extended work absences due to sickness or injury. Most policies commence
benefits following 90- or 180-day waiting periods, with benefits limited to specified maximums as a percentage of income. Group short-term
disability insures temporary loss of income due to injury or sickness, and often provides benefits immediately for disabilities caused by accidents
or after one week for disabilities caused by sickness.

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

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

Success in the group dental business requires strong provider network development and management, a focus on expense management and a
claim system capable of efficiently and accurately adjudicating high volumes of transactions. These success factors are the cornerstone of our
dental business.

In 2006, we entered a joint network leasing agreement with Aetna which will strengthen our Dental PPO network position beginning in 2007.
Aetna will add to its PPO offerings the dentists contracted with Dental Health Alliance, L.L.C.®, the dental PPO operated by Assurant Employee
Benefits. Assurant Employee Benefits will begin marketing a network comprised of the Dental Health Alliance® and the Aetna Dental Access®

networks. This agreement opens up an additional 30+ dental PPO markets and, we believe, enhances the attractiveness of our dental offerings to
the small employer.

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

Marketing and Distribution

Our insurance products and services are distributed through a group sales force strategically positioned in 35 U.S. offices located near major
metropolitan areas. These company employees distribute our products and services through independent employee benefits advisors, including
brokers and other intermediaries, and are compensated through a salary and incentive package. Daily account management is provided through
the local sales office, further supported by one of four regional sales service centers and a home office customer relations department.
Compensation to brokers is generally provided at the time of sale, and in some cases includes a performance incentive, based on volume and
retention of business.
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Marketing efforts concentrate on the identification of our target customers� benefit needs, the development and communication of products and
services tailored to meet those needs, alignment of our Company with select high-potential brokers and other intermediaries who value our
approach to the market, and the promotion of the Assurant Employee Benefits� brand.
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DRMS, our wholly owned subsidiary, assists customers in obtaining reinsurance for other carriers wanting to supplement their core product
offerings with a turnkey group disability insurance solution. Services are provided for a fee and may include product development, state
insurance regulatory filings, underwriting, claims management or any of the other functions typically performed by an insurer�s back office. The
risks written by DRMS� various clients are reinsured into a pool, with the clients generally retaining shares ranging from 20% to 60% of the risk.
Because DRMS� clients operate in niches not often reached through our traditional distribution, our participation in the pools enables us to reach
new customers.

Underwriting and Risk Management

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

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

Ratings

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

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

The Moody�s financial strength rating for six of our domestic operating insurance subsidiaries is A2 (�Good�), which is the third highest of nine
ratings categories and mid-range within the category based on modifiers (i.e., A1, A2 and A3 are �Good�).

The S&P financial strength rating for four of our domestic operating insurance subsidiaries is A (�Strong�), which is the third highest of nine
ratings categories and mid-range within the category based on modifiers (i.e., A+, A and A- are �Strong�), and for three of our domestic operating
insurance subsidiaries is A- with a positive outlook (�Strong�), which is the third highest of nine ratings categories and the lowest within the
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The objective of A.M. Best�s, Moody�s and S&P�s ratings systems is to assist policyholders and to provide an opinion of an insurer�s financial
strength, operating performance, strategic position and ability to meet
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ongoing obligations to its policyholders. These ratings reflect the opinions of A.M. Best, Moody�s and S&P of our ability to pay policyholder
claims, are not applicable to our common stock or debt securities and are not a recommendation to buy, sell or hold any security, including our
common stock or debt securities. These ratings are subject to periodic review by and may be revised upward, downward or revoked at the sole
discretion of A.M. Best, Moody�s and S&P.

Employees

We had approximately 13,400 employees as of February 15, 2007. Assurant Solutions has employees in Argentina, Brazil, Italy and Mexico that
are represented by labor unions and trade organizations.

Available Information

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, the Statements of Beneficial Ownership of
Securities on Forms 3, 4 and 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, are available free of charge at the Securities and Exchange Commission (�SEC�) website at
www.sec.gov. These documents are also available free of charge through our website at www.assurant.com.
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Item 1A. Risk Factors

Risks Related to Our Company

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

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

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

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

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

Our relationships with these various distributors are significant both for our revenues and profits. We generally do not distribute our insurance
products and services through captive or affiliated agents. In Assurant Health, we depend in large part on the services of independent agents and
brokers and on associations in the marketing of our products. In Assurant Employee Benefits, independent agents and brokers who act as
advisors to our customers market and distribute our products. Strong competition exists among insurers to form relationships with agents and
brokers of demonstrated ability. We compete with other insurers for sales representatives, agents and brokers primarily on the basis of our
financial position, support services, compensation and product features. 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. For example, in the past, both the marketing of health
insurance through association groups and broker compensation arrangements have come under increased scrutiny. An interruption in, or changes
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insurance products and services that could cause a material adverse effect on our results of operations and financial condition.

We have our own sales representatives whose role in the 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 adversely affect our results of operations and financial condition.

General economic, financial market and political conditions may have a material adverse effect on our results of operations and financial
condition. These conditions include economic cycles such as insurance industry cycles, levels of employment, levels of consumer lending, levels
of consumer spending, levels of inflation and movements of the financial markets.

Fluctuations in interest rates, mortgage rates, monetary policy, demographics, and legislative and competitive factors also influence our
performance. Our expansion into foreign countries may result in similar risks, including currency fluctuations, unstable political climates, and
governmental and competitive factors. During periods of economic downturn:

� individuals and businesses may choose not to purchase our insurance products and other related products and services, may terminate
existing policies or contracts or permit them to lapse, may choose to reduce the amount of coverage purchased or, in Assurant
Employee Benefits and in small group employer health insurance in Assurant Health, may have fewer employees requiring insurance
coverage due to reductions in their staffing levels;

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

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

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

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

Our actual claims losses may exceed our reserves for claims, which 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 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 United States of America (�GAAP�) or Statutory Accounting Principles (�SAP�), do not represent an exact calculation of exposure,
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administration of a claim or group of claims will cost based on our assessment of facts and circumstances then known. 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, such as changes in the economic cycle, changes in the social perception of the value of work,
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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, particularly on a prospective basis. Reserve estimates are refined as experience develops. Adjustments to reserves, both positive
and negative, are reflected in the statement of operations of 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. In addition, 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.

We may be unable to accurately predict benefits, claims and other costs or to manage such costs through our loss limitation methods, which
could have a material adverse effect on our results of operations and financial condition.

Our profitability could vary depending on our ability to predict benefits, claims and other costs, including medical and dental costs, and
predictions regarding the frequency and magnitude of claims on our disability and property coverages. It also depends on our ability to manage
future benefit and other costs through product design, underwriting criteria, utilization review or claims management and, in health and dental
insurance, negotiation of favorable provider contracts. Utilization review is a review process designed to control and limit medical expenses,
which includes, among other things, requiring certification for admission to a health care facility and cost-effective ways of handling patients
with catastrophic illnesses. Claims management entails the use of a variety of means to mitigate the extent of losses incurred by insureds and the
corresponding benefit cost, which includes efforts to improve the quality of medical care provided to insureds and to assist them with vocational
services. Our ability to predict and manage costs and claims, as well as our business, results of operations and financial condition may be
adversely affected by changes in health and dental care practices, inflation, new technologies, the cost of prescription drugs, clusters of high cost
cases, changes in the regulatory environment, economic factors, the occurrence of catastrophes and increased construction and repair related
costs.

The judicial and regulatory environments, changes in the composition of the kinds of work available in the economy, market conditions and
numerous other factors may also materially adversely affect our ability to manage claim costs. The aging of the population, other demographic
characteristics and advances in medical technology continue to contribute to rising health care costs. As a result of one or more of these factors
or other factors, claims could substantially exceed our expectations, which could have a material adverse effect on our results of operations and
financial condition.

As industry practices and legal, judicial, social and other environmental conditions change, unexpected and unintended issues relating to claims
and coverage may emerge. These issues could materially adversely affect our results of operations and financial condition by either extending
coverage beyond our underwriting intent or by increasing the number or size of claims or both. We may be limited in our ability to respond to
such changes, by insurance regulations, existing contract terms, contract filing requirements, market conditions or other factors.

Our investment portfolio is subject to several risks that may diminish the value of our invested assets and affect our profitability.

Our investment portfolio may suffer reduced returns or losses that could reduce our profitability.

Investment returns are an important part of our overall profitability and significant fluctuations in the fixed income market could impair our
profitability, financial condition and/or cash flows. Our investments are subject to market-wide risks and fluctuations, as well as to risks inherent
in particular securities. In particular, volatility of claims may force us to liquidate securities prior to maturity, which may cause us to incur
capital losses. If we
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do not structure our investment portfolio so that it is appropriately matched with our insurance liabilities, we may be forced to liquidate
investments prior to maturity at a significant loss to cover such liabilities. Our net investment income and net realized gains on investments
collectively accounted for approximately 11% of our total revenues during the year ending December 31, 2006 and 9% of our total revenues
during the year ending December 31, 2005. See �Item 7�Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Investments� and �Item 7A�Quantitative and Qualitative Disclosures About Market Risk� for additional information on our investment
portfolio and related risks.

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

Changes in interest rates can negatively affect the performance of some of our investments. Interest rate volatility can reduce unrealized gains or
create 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
76% of the fair value of our total investments as of December 31, 2006 and December 31, 2005. See �Item 7�Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Investments� and �Item 7A�Quantitative and Qualitative Disclosures About Market Risk�
for additional information on the effect of fluctuations in interest rates.

The fair market value of the fixed maturity securities in our portfolio and the investment income from these securities fluctuate depending on
general economic and market conditions. Because substantially all of our fixed maturity securities are classified as available for sale, changes in
the market value of these securities are reflected in our balance sheet. The fair market value generally increases or decreases in an inverse
relationship with fluctuations in interest rates, while net investment income realized by us from future investments in fixed maturity securities
will generally increase or decrease with interest rates. In addition, actual net investment income and/or cash flows from investments that carry
prepayment risk, such as mortgage-backed and other asset-backed securities, may differ from those anticipated at the time of investment as a
result of interest rate fluctuations. In periods of declining interest rates, mortgage prepayments generally increase and mortgage-backed
securities, commercial mortgage obligations and bonds in our investment portfolio are more likely to be prepaid or redeemed as borrowers seek
to borrow at lower interest rates, and we may be required to reinvest those funds in lower interest-bearing investments. As of December 31,
2006, mortgage-backed and other asset-backed securities represented $1,206,597, or 9.7%, of the fair value of our total investments.

We employ asset/liability management strategies to reduce the adverse effects of interest rate volatility and to ensure that cash flows are
available to pay claims as they become due. Our asset/liability management strategies include asset/liability duration management, structuring
our bond and commercial mortgage loan portfolios to limit the effects of prepayments and consistent monitoring of, and appropriate changes to,
the pricing of our products.

Asset/liability management strategies may fail to eliminate or reduce the adverse effects of interest rate volatility, and no assurances can be
given that significant fluctuations in the level of interest rates will not have a material adverse effect on our results of operations and financial
condition.

In addition, our preneed insurance policies are generally whole life insurance policies with increasing death benefits. In extended periods of
declining interest rates or high inflation, there may be compression in the spread between the death benefit growth rates on these policies and the
investment earnings that we can earn, resulting in a negative spread. As a result, declining interest rates or high inflation rates may have a
material adverse effect on our results of operations and our overall financial condition. See �Item 7A�Quantitative and Qualitative Disclosures
About Market Risk�Inflation Risk� for additional information.
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regarding future interest rates. Waiver of premium refers to a provision in a life insurance policy pursuant to which an insured with a disability
that lasts for a specified period no longer has to pay premiums for the duration of the disability or for a stated period, during which time the life
insurance coverage provides continued coverage. If interest rates decline, reserves for open and/or new claims in Assurant Employee Benefits
would need to be calculated using lower discount rates thereby increasing the net present value of those claims and the required reserves.
Depending on the magnitude of the decline, this could have a material adverse effect on our results of operations and financial condition. In
addition, investment income may be lower than that assumed in setting premium rates.

Our investment portfolio is subject to credit risk.

We are subject to credit risk in our investment portfolio, primarily from our investments in corporate bonds and preferred stocks. Defaults by
third parties in the payment or performance of their obligations could reduce our investment income and realized investment gains or result in
investment losses. 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, 2006, fixed maturity securities represented 73% 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 generally provide higher expected returns, but present greater risk and can be less liquid than investment grade securities. A
significant increase in defaults and impairments on our fixed maturity investment portfolio could materially adversely affect our results of
operations and financial condition. See �Item 7A�Quantitative and Qualitative Disclosures About Market Risk�Credit Risk� for additional
information on the composition of our fixed maturity investment portfolio.

The Company currently invests in a small amount of equity securities (approximately 6% of the fair value of our total investments as of
December 31, 2006). 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 principal than our fixed maturity
investments.

In addition, while we currently do not utilize derivative instruments to hedge or manage our interest rate or equity risk, we may do so in the
future. Derivative instruments generally present greater risk than fixed income investments or equity investments because of their greater
sensitivity to market fluctuations. Since August 1, 2003, we have been utilizing derivative instruments to manage the exposure to inflation risk
created by our preneed insurance policies that are tied to the CPI. However, we would not be fully protected by the derivative instruments 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 10% of the fair value of our total investments as of
December 31, 2006) are relatively illiquid, thus increasing our liquidity risk. In addition, if we require extremely large amounts of cash on short
notice, we may have difficulty selling these investments at attractive prices, in a timely manner, or both.

The risk parameters of our investment portfolio may not target an appropriate level of risk, thereby reducing our profitability and diminishing
our ability to compete and grow.
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We seek to earn returns on our investments to enhance our ability to offer competitive rates and prices to our customers. Accordingly, our
investment decisions and objectives are a function of the underlying risks and product profiles of each of our business segments. However, if we
do not succeed in targeting an appropriate overall risk level for our investment portfolio, the return on our investments may be insufficient to
meet our profit targets over the long term, thereby reducing our profitability. If, in response, we choose to increase our product prices to
maintain profitability, we may diminish our ability to compete and grow.
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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 harm our
financial strength and reduce our profitability. 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. In some states, this kind of lien has priority over the lien of an existing mortgage against
the property, which would impair our ability to foreclose on that property should the related loan be in default. In addition, under the laws of
some states and under the federal Comprehensive Environmental Response, Compensation and Liability Act of 1980, under certain
circumstances, we may be liable for costs of addressing releases or threatened releases of hazardous substances that require remedy at a property
securing a mortgage loan held by us. We also may face this liability after foreclosing on a property securing a mortgage loan held by us after a
loan default.

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 business lines.
We have experienced, and expect in the future to experience, catastrophe losses that may 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 and epidemics, or can be man-made catastrophes,
including terrorist attacks or accidents such as airplane crashes. The frequency and severity of catastrophes are inherently unpredictable.
Catastrophe losses can vary widely and could significantly exceed our recent historic results. It is possible that both the frequency and severity
of man-made catastrophes will increase and that we will not be able to implement exclusions from coverage in our policies or obtain reinsurance
for such catastrophes.

The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area affected by the event and the
severity of the event. Most of our catastrophe claims in the past have related to homeowners and other personal lines coverages, which, for the
year ended December 31, 2006, represented approximately 84% of our net earned premiums in our Assurant Specialty Property segment. In
addition, as of December 31, 2006, approximately 37% of the insurance in force in our homeowners and other personal lines related to
properties located in California, Florida and Texas. As a result of our creditor-placed homeowners and creditor-placed manufactured housing
insurance products, which automatically provide coverage against an insured�s property being destroyed or damaged by various perils, our
concentration in these areas may increase in the future. If other insurers withdraw coverage in these or other states, this may lead to adverse
selection and increased utilization of our creditor-placed homeowners or creditor-placed manufactured housing insurance in these areas and may
negatively impact loss experience. Adverse selection refers to the process by which an applicant who believes him or herself to be uninsurable,
or at greater than average risk, seeks to obtain an insurance policy at a standard premium rate. Claims resulting from natural or man-made
catastrophes could cause substantial volatility in our financial results for any fiscal quarter or year and could materially reduce our profitability
or harm our financial condition. Our ability to write new business also could be affected. Increases in the value and geographic concentration of
insured property and the effects of inflation could increase the severity of claims from catastrophes in the future.

Pre-tax catastrophe losses in excess of $5,000 (before the benefits of reinsurance) that we have experienced in recent years include (total losses
do not include amounts paid in connection with the National Flood Insurance Program as we are only an administrator and have no risk under
the Program):

� total losses of approximately $339,000 incurred through December 31, 2005, in connection with Hurricanes Dennis,
Katrina, Rita and Wilma. Total reinsurance recoveries related to these events were approximately $296,000; and
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reinsurance recoveries related to these events were approximately $34,000.
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No liquidation in investments was required in connection with these catastrophes as the claims were paid from current cash flow, cash on hand
or short-term investments.

In addition, our group life and health insurance operations could be materially impacted by catastrophes such as a terrorist attack, 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 in excess of 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.

Some of our business segments may also face the loss of premium income due to a large scale business interruption caused by a catastrophe
combined with legislative or regulatory reactions to the event. For example, following hurricanes in 2005, several states suspended premium
payment or precluded insurers from canceling coverage in defined areas. While the premiums uncollected were immaterial, a more serious
catastrophe combined with a similar legislative or regulatory response could materially impact our ability to collect premiums in connection with
our liabilities and thereby have a material adverse effect on our results of operations and financial condition.

Our ability to manage these risks depends in part on our successful utilization of catastrophic property and life reinsurance to limit the size of
property and life losses from a single event or multiple events, and life and disability reinsurance to limit the size of life or disability insurance
exposure on an individual insured life. It also depends in part on state regulation that may prohibit us from excluding such risks or from
withdrawing from or increasing premium rates in catastrophe-prone areas. As discussed further below, catastrophe reinsurance for our group
insurance lines is not currently widely available. This means that the occurrence of a significant catastrophe could materially reduce our
profitability and have a material adverse effect on 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 business
segments. Market conditions beyond our control determine the availability and cost of the reinsurance protection we purchase. Reinsurance for
certain types of catastrophes generally could become unavailable for some of our businesses and has become more expensive. Due to these
changes in the reinsurance market, our exposure to the risk of significant losses from natural or man-made catastrophes may hinder our ability to
write future business.

As part of our business, we have reinsured certain life, property and casualty and health risks to reinsurers. Although the reinsurer is liable to us
to the extent of the ceded reinsurance, we remain liable to the insured as the direct insurer on all risks reinsured. As a result, ceded reinsurance
arrangements do not eliminate our obligation to pay claims. We are subject to credit risk with respect to our ability to recover amounts due from
reinsurers. Due to insolvency, adverse underwriting results or inadequate investment returns, our reinsurers may not pay the reinsurance
recoverables that they owe to us or they may not pay such recoverables on a timely basis.

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. If we
are unable to renew our expiring facilities or to obtain new reinsurance facilities, either our net exposures would increase or, if we are unwilling
to bear an increase in net exposures, we may have to reduce the level of our underwriting commitments. Either of these potential developments
could materially adversely affect our results of operations and financial condition.
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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 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 Hartford�) 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
general account assets backing reserves coinsured with The Hartford and John Hancock are held in trusts that could aid in protecting us
financially if The Hartford or John Hancock were to fail. However, such trusts have varying provisions regarding how fully funded they are
required to be and how often they must be restored to such funded status. Therefore, protection from the trusts is only existent to the extent the
coinsurance trusts are funded at the time of reinsurer default. Aside from the coinsurance, a portion of the assets backing FFG general account
reserves and all of the FFG separate accounts remain on our balance sheet pursuant to modified coinsurance arrangements. In addition to the
financial risk, we have the additional risk of becoming responsible for administering these businesses in the event of a default by either reinsurer.
We do not have the administrative systems and capabilities to process this business today. 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 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 the credit risk of some of our agents and our clients 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 as opposed to a percentage of the first-year premium paid, the formula that is more common in other life insurance markets. There is a
one-year payback provision against the agency if death or lapse occurs within the first policy year. In addition, if SCI were unable to fulfill its
payback obligations, this could have an adverse effect on our operations and financial condition.

In addition, we are subject to the credit risk of the clients and/or agents with which we contract in Assurant Solutions and Assurant Specialty
Property. If these parties fail to remit payments owed to us or fail to pass on payments they collect on our behalf, it could have an adverse effect
on our results of operations.

A further decline in the manufactured housing market may adversely affect our results of operations and financial condition.

The manufactured housing industry has experienced a significant decline in both shipments and retail sales in the last seven years. The downturn
in the manufactured housing industry is a result of several factors, including the impact of repossessions, the lack of retail financing, reduced
resale values, and the consolidations of manufacturers and lenders of manufactured housing. In the year ended December 31, 2006, our sales of
homeowners� policies in the manufactured housing sector comprised 18% of Assurant Specialty Property�s net written premiums. If these
downward trends continue, without diversification and growth in other manufactured housing product lines, our results of operations and
financial condition may be adversely affected.

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.
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Ratings have become an increasingly 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. The ratings reflect A.M. Best�s, Moody�s, and S&P�s opinions of our subsidiaries� financial strength,
operating
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performance, strategic position and ability to meet their obligations to policyholders. The ratings are not evaluations directed to investors and are
not recommendations to buy, sell or hold our securities. These ratings are subject to periodic review by A.M. Best, Moody�s, and S&P, and we
cannot assure you that we will be able to retain these ratings. For more information on the specific A.M. Best, Moody�s, and S&P ratings of our
domestic operating insurance subsidiaries, see �Item 1�Business�Ratings.�

If our ratings are reduced from their current levels by A.M. Best, Moody�s, or S&P, or placed under surveillance or review with possible negative
implications, our competitive position in the respective insurance industry segments could suffer and it could be more difficult for us to market
our products. Rating agencies may take action to lower our ratings in the future due to, among other things the competitive environment in the
insurance industry, which may adversely affect our revenues, the inherent uncertainty in determining reserves for future claims, which may
cause us to increase our reserves for claims, the outcome of pending litigation and regulatory investigations, which may adversely affect our
financial position and reputation and possible changes in the methodology or criteria applied by the rating agencies.

As customers and their advisors place importance on our financial strength ratings, we may lose customers and compete less successfully if we
are downgraded. In addition, ratings impact our ability to attract investment capital on favorable terms. If our financial strength ratings are
reduced from their current levels by A.M. Best, Moody�s, or S&P, our cost of borrowing would likely increase, our sales and earnings could
decrease and our results of operations and financial condition could be materially adversely affected.

Contracts representing approximately 23% of Assurant Solutions� net earned premiums and fee income for the year ended December 31, 2006
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 not renew contracts if the subsidiaries� ratings fall below these
minimum or other acceptable levels. Under our ten-year 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.

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

Our business is dependent upon the ability to keep up to date with technological advances. This is particularly important where our systems,
including our ability to keep our systems integrated with those of our clients, are critical to the operation of our business. If we do not update our
systems to reflect technological advancements or protect our systems, our relationships and ability to do business with our clients may be
adversely affected.

Our business depends significantly on effective information systems, and we have many different information systems for our various
businesses. We must commit significant resources to maintain and enhance our existing information systems and develop new information
systems in order to keep pace with continuing changes in information processing technology, evolving industry, regulatory and legal standards
and changing customer preferences. A failure to maintain effective and efficient information systems, or a failure to efficiently and effectively
consolidate our information systems to eliminate redundant or obsolete applications, could have a material adverse effect on our results of
operations and financial condition. If we do not maintain adequate systems we could experience adverse consequences, including inadequate
information on which to base pricing, underwriting and reserving decisions, the loss of existing customers, difficulty attracting new customers,
customer, provider and agent disputes, regulatory problems, such as failure to meet prompt payment obligations, litigation exposure, or increases
in administrative expenses.
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Failure to protect our clients� confidential information and privacy could result in the loss of reputation and customers, reduction to our
profitability and/or subject us to fines, litigation and penalties.

A number of our businesses are subject to privacy regulations and to confidentiality obligations. For example, the collection and use of patient
data in our Assurant Health and Assurant Employee Benefits segments is the subject of national and state legislation, including the Health
Insurance Portability and Accountability Act (�HIPAA�), and certain activities conducted by our segments are subject to the privacy regulations of
the Gramm-Leach-Bliley Act. We also have contractual obligations to protect certain confidential information we obtain from our existing
vendors, servicing companies, and clients. These obligations generally include protecting such confidential information to the same extent as we
protect our own confidential information or in accordance with laws that govern our clients. The actions we take to protect such confidential
information vary by business segment and may include, among other things, training and educating our employees regarding our obligations
relating to confidential information, actively monitoring our record retention plans and any changes in state or federal privacy and compliance
requirements, drafting appropriate contractual provisions into any contract that raises proprietary and confidentiality issues, maintaining and
utilizing appropriately secure storage facilities for tangible records, and limiting access, as appropriate, to both tangible records and to electronic
information.

In addition, we maintain a comprehensive written information security program with appropriate administrative, technical and physical
safeguards to protect such confidential information. 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.

See �Risks Related to Our Industry�Costs of compliance with privacy and security laws could adversely affect our business and results of
operations.�

Our inability to achieve our desired market positions may be significantly impaired if we do not find suitable acquisition candidates or new
insurance ventures and even if we do, we may not successfully integrate any such acquired companies or successfully invest in such
ventures, which could have an adverse effect on our results of operations.

From time to time, we evaluate possible acquisition transactions and the start-up of complementary businesses, and at any given time, we may
be engaged in discussions with respect to possible acquisitions and new ventures. While our business model is not dependent upon acquisitions
or new insurance ventures, the time frame for achieving or further improving upon our desired market positions can be significantly shortened
through opportune acquisitions or new insurance ventures. Historically, acquisitions and new insurance ventures have played a significant role in
achieving desired market positions in some, but not all, of our businesses. No assurance can be given that we will be able to identify suitable
acquisition transactions or insurance ventures, that such transactions will be financed and completed on acceptable terms or that our future
acquisitions or ventures will be successful. The process of integrating any companies we do acquire or investing in new ventures could have a
material adverse effect on our results of operations and financial condition.

In addition, implementation of an acquisition strategy entails a number of risks, including among other things inaccurate assessment of
undisclosed liabilities; difficulties in realizing projected efficiencies, synergies and cost savings; 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. For example, we
recognized a goodwill impairment of $1,260,939 in 2002 related to an earlier acquisition. Our failure to adequately address these acquisition
risks could materially adversely affect our results of operations and financial condition.
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The inability of our subsidiaries to pay dividends to us in sufficient amounts could harm our ability to meet our obligations and pay 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
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of interest and principal on outstanding debt obligations, dividends to stockholders (including any dividends on our common stock) 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 with respect to the assets and earnings of the subsidiaries
over the claims of our creditors. If any of our subsidiaries should become insolvent, liquidate or otherwise reorganize, our creditors and
stockholders will have no right to proceed against the assets of that subsidiary 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. The insurance authority of that jurisdiction would
act as a liquidator or rehabilitator for the subsidiary. Both creditors and 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 to us by any of our regulated operating subsidiaries in excess of a certain amount (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�s 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. No assurance can be given that there will not be further regulatory actions restricting the ability of our insurance subsidiaries to pay
dividends. We may seek approval of regulators to pay dividends in excess of any amounts that would be permitted without such approval. If the
ability of insurance subsidiaries to pay dividends or make other payments to us is materially restricted by regulatory requirements, it could
adversely affect our ability to pay any dividends on our common stock and/or service our debt and pay our other corporate expenses. For more
information on the maximum amount our subsidiaries could pay us in 2007 without regulatory approval, see �Item 5�Market For Registrants
Common Equity and Related Stockholder Matters�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 the credit facilities.

Risks Related to Our Industry

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

In addition to the occasional employment-related litigation to which businesses are subject, we are a defendant in actions arising out of, and are
involved in, various regulatory investigations and examinations relating to, our insurance and other related business operations. We may from
time to time be subject to a variety of legal and regulatory actions relating to our current and past business operations, including, but not limited
to:

� disputes over coverage or claims adjudication including, but not limited to, pre-existing conditions in individual medical contracts;

� disputes regarding sales practices, disclosures, premium refunds, licensing, regulatory compliance and compensation arrangements;
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� disputes concerning past premiums charged by companies acquired by us for coverage that may have been based on factors such as
race;

� disputes relating to customers regarding the ratio of premiums to benefits in our various business segments;

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

� disputes relating to certain excess of loss programs in the London markets;

� disputes with taxation and insurance authorities regarding our tax liabilities;

� disputes relating to certain businesses we have acquired or disposed of;

� periodic examinations of compliance with applicable federal securities laws;

� disputes relating to customers� claims that the customer was not aware of the full cost of insurance or that insurance was in fact being
purchased; and

� industry-wide investigations regarding business practices including, but not limited to, the use of certain loss mitigation products and
finite risk insurance.

The outcome of these actions cannot be predicted, and no assurances can be given that such actions or any litigation would not materially
adversely affect our results of operations and financial condition. In addition, if we were to experience difficulties with our relationship with a
regulatory body in a given jurisdiction, it could have a material adverse effect on our ability to do business in that jurisdiction.

In addition, plaintiffs continue to bring new types of legal claims against insurance and related companies. Current and future court decisions
and legislative activity may increase our exposure to these types of claims. Multiparty or class action claims may present additional exposure to
substantial economic, non-economic or punitive damage awards. The loss of even one of these claims, if it resulted in a significant damage
award or a judicial ruling that was otherwise detrimental, could have a material adverse effect on our results of operations and financial
condition. This risk of potential liability may make reasonable settlements of claims more difficult to obtain. We cannot determine with any
certainty what new theories of recovery may evolve or what their impact may be on our businesses.

Recently, the insurance industry has experienced substantial volatility as a result of litigation, investigations and regulatory activity by various
insurance, governmental and enforcement authorities concerning certain practices within the insurance industry. These practices include the
payment of contingent commissions by insurance companies to insurance brokers and agents and the extent to which such compensation has
been disclosed, the solicitation and provision of fictitious or inflated quotes and the use of inducements to brokers or companies in the sale of
group insurance products. In accordance with a long-standing and widespread industry practice, we have paid and continue to pay contingent
commissions to insurance brokers and agents, primarily in our Assurant Employee Benefits segment. Assurant Employee Benefits follows a
policy of full disclosure consistent with its understanding of existing regulations in this area. With respect to improper sales practices, we have
received inquiries and informational requests from insurance departments in certain states in which our insurance subsidiaries operate. We have
conducted an internal review under the supervision of outside counsel and have confirmed that our employees have not provided inflated or
fictitious quotes or used improper inducements in the sale of group insurance products in our Assurant Employee Benefits segment.
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Another focus of regulators has been the accounting treatment for finite reinsurance or other non-traditional or loss mitigation insurance
products. Some state regulators have made routine inquiries to some of our insurers regarding finite reinsurance. Additionally, as part of
ongoing, industry-wide investigations, we received various subpoenas and requests from the SEC and the United States Attorney for the
Southern District of New York in connection with various investigations into certain loss mitigation products and the use of finite risk insurance.

24

Edgar Filing: ASSURANT INC - Form 10-K

Table of Contents 52



Table of Contents

We are cooperating fully with these investigations and are complying with these requests. We conducted an evaluation of the transactions that
could potentially fall within the scope of the subpoenas, as defined by the authorities, and have provided information as requested. Based on our
investigation to date, we have concluded that there was a verbal side agreement with respect to one of our reinsurers under our catastrophic
reinsurance program. While management believes that the difference resulting from the appropriate alternative accounting treatment would be
immaterial to our financial position or results of operations, regulators may reach a different conclusion. In 2004 and 2003, premiums ceded to
this reinsurer were $2,600 and $1,500, respectively, and losses ceded were $10,000 and zero, respectively. This contract expired in December
2004 and was not renewed. The Audit Committee of the Board of Directors, with the assistance of independent and Company counsel as it
deemed appropriate, also completed its own investigation of the matters raised by the subpoenas, continues to respond to inquiries from the
regulatory agencies and otherwise continues to fully cooperate with the regulatory agencies. The Audit Committee has not found any
wrongdoing on the part of any of our officers.

We cannot predict at this time the effect that current litigation, investigations and regulatory activity will have on the insurance industry or our
business. Given our prominent position in the insurance industry, it is possible that we will become subject to further investigations and have
lawsuits filed against us. Our involvement in any investigations and lawsuits would cause us to incur legal costs and, if we were found to have
violated any laws, we could be required to pay fines and damages, perhaps in material amounts. In addition, we could be materially adversely
affected by the negative publicity for the insurance industry related to any such proceedings, and by any new industry-wide regulations or
practices that may result from any such proceedings.

We face significant competitive pressures in our businesses, which may reduce premium rates and prevent us from pricing our products at
rates that will allow us to be profitable.

In each of our lines of business, we compete with other insurance companies or service providers, depending on the line and products, although
we have no single competitor who competes against us in all of the business lines in which we operate. Assurant Solutions and Assurant
Specialty Property have numerous competitors in their product lines, but we believe no other company participates in all of the same lines or
offers comparable comprehensive capabilities. Competitors for both business segments include insurance companies, financial institutions and,
in the case of preneed, regional insurers.

While we are among the largest competitors in terms of market share in many of our business lines, in some cases there are one or more major
market players in a particular line of business. In Assurant Health, we believe the market is characterized by many competitors, and our main
competitors include health insurance companies, HMOs and the Blue Cross/Blue Shield plans in the states in which we write business. In
Assurant Employee Benefits, competitors include benefits and life insurance companies, dental managed care entities and not-for-profit dental
plans.

Competition in our businesses is based on many factors, including quality of service, product features, price, scope of distribution, scale,
financial strength ratings and name recognition. We compete, and will continue to compete, for customers and distributors with many insurance
companies and other financial services companies. We compete not only for business and individual customers, employer and other group
customers, but also for agents and distribution relationships. Some of our competitors may offer a broader array of products than our specific
subsidiaries with which they compete in particular markets, may have a greater diversity of distribution resources, may have better brand
recognition, may from time to time have more competitive pricing, may have lower cost structures or, with respect to insurers, may have higher
financial strength or claims paying ratings. Some may also have greater financial resources with which to compete. For example, many of our
insurance products, particularly our group benefits and health insurance policies, are underwritten annually and, accordingly, there is a risk that
group purchasers may be able to obtain more favorable terms from competitors rather than renewing coverage with us. The effect of competition
may, as a result, adversely affect the
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persistency of these and other products, as well as our ability to sell products in the future. In Assurant Solutions, as a result of state and federal
regulatory developments and changes in prior years, certain financial institutions are now able to offer a product called debt protection which is
similar to credit insurance and financial institutions are able to affiliate with other insurance companies to offer services similar to our own. This
has resulted in new competitors with significant financial resources entering some of our markets. Assurant Solutions currently provides debt
protection administration and as financial institutions gain experience with debt protection administration, their reliance on third party
administrators may diminish.

Moreover, some of our competitors may have a lower target for returns on capital allocated to their business than we do, which may lead them to
price their products and services lower than we do. In addition, from time to time, companies enter and exit the markets in which we operate,
thereby increasing competition at times when there are new entrants. For example, several large insurance companies have recently entered the
market for individual health insurance products. We may lose business to competitors offering competitive products at lower prices, or for other
reasons, which could materially adversely affect our results of operations and financial condition.

In certain markets, we compete with organizations that have a substantial market share. In addition, with regard to Assurant Health,
organizations with sizable market share or provider-owned plans may be able to obtain favorable financial arrangements from health care
providers that are not available to us. Without our own similar arrangements, we may not be able to compete effectively in such markets.

New competition could also cause the supply of insurance to change, which could affect our ability to price our products at 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.

The insurance industry is cyclical, which may impact our results.

The insurance industry is cyclical. Although no two cycles are the same, insurance industry cycles have typically lasted for periods ranging from
two to ten years. The segments of the insurance markets in which we operate tend not to be correlated to each other, with each segment having
its own cyclicality. Periods of intense price competition due to excessive underwriting capacity, periods when shortages of underwriting capacity
permit more favorable rate levels, consequent fluctuations in underwriting results and the occurrence of other losses characterize the conditions
in these markets. Historically, insurers have experienced significant fluctuations in operating results due to volatile and sometimes unpredictable
developments, many of which are beyond the direct control of the insurer, including competition, frequency of occurrence or severity of
catastrophic events, levels of capacity, general economic conditions and other factors. This may cause a decline in revenue at times in the cycle
if we choose not to reduce our product prices in order to maintain our market position, because of the adverse effect on profitability of such a
price reduction. We can be expected, therefore, to experience the effects of such cyclicality and changes in customer expectations of appropriate
premium levels, the frequency or severity of claims or other loss events or other factors affecting the insurance industry that generally could
have a material adverse effect on our results of operations and financial condition.

The insurance and related businesses in which we operate may be subject to periodic negative publicity, which may negatively impact 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 advocate groups or the media
may focus attention on our products and services, thereby subjecting our industries to the possibility of periodic negative publicity. We may also

Edgar Filing: ASSURANT INC - Form 10-K

Table of Contents 55



be negatively impacted if another company in one of our industries or in a related industry engages in practices resulting in increased public
attention to our businesses. Negative publicity may also occur as a result of judicial
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inquiries and regulatory or governmental action with respect to our products, services and industry commercial practices. Negative publicity may
result in 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, requiring us to change our products or services or increasing the regulatory burdens under which
we operate.

Ongoing focus by the government and the National Association of Insurance Commissioners (�NAIC�) on certain industry practices, including but
not limited to, broker contingent commissions and finite or financial reinsurance, has created negative publicity for some insurers and the
reinsurance industry, including those seeking reinsurance covers.

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

Our operating subsidiaries are subject to extensive regulation and supervision in the jurisdictions in which they do business. Such regulation is
generally designed to protect the interests of policyholders, as opposed to stockholders and other investors. To that end, the laws of the various
states establish insurance departments with broad powers with respect to such things as:

� licensing and authorizing companies and agents to transact business;

� regulating capital and surplus and dividend requirements;

� regulating underwriting limitations;

� regulating companies� ability to enter and exit markets;

� imposing statutory accounting requirements and annual statement disclosures;

� approving policy forms and mandating certain insurance benefits;

� restricting companies� ability to provide, terminate or cancel certain coverages;

� regulating premium rates, including the ability to increase or maintain premium rates;

� regulating trade and claims practices;

� regulating certain transactions between affiliates;
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� 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.

Our non-insurance operations and certain aspects of our insurance operations are subject to federal and state regulation including state and
federal consumer protection laws. Similarly, our foreign subsidiaries are subject to legislation in the countries in which they are domiciled. We
face the challenge of conducting business in a multi-national setting with varying regulations.

Assurant Health is also required by some jurisdictions to provide coverage to persons who would not otherwise be considered eligible by
insurers. Each of these jurisdictions dictates the types of insurance and the level of coverage that must be provided to such involuntary risks. Our
share of these involuntary risks is mandatory and generally a function of our respective share of the voluntary market by line of insurance in
each jurisdiction. Assurant Health is exposed to some risk of losses in connection with mandated participation in such
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programs in those jurisdictions in which they are still effective. HIPAA requires certain guaranteed issuance and renewability of health insurance
coverage for individuals and small groups (generally 50 or fewer employees) and limits exclusions based on pre-existing conditions. See also
��Risks Related to Our Industry�Costs of compliance with privacy and security laws could adversely affect our business and results of operations.� If
regulatory requirements impede our ability to raise premium rates, utilize new policy forms or terminate, deny or cancel coverage in any of our
businesses, our results of operations and financial condition could be materially adversely affected.

The capacity for an insurance company�s growth in premiums is in part a function of its statutory surplus. Maintaining appropriate levels of
statutory surplus, as measured by Statutory Accounting Practices (�SAP�) and procedures, is considered important by insurance regulatory
authorities and the private agencies that rate insurers� claims-paying abilities and financial strength. Failure to maintain certain levels of statutory
surplus could result in increased regulatory scrutiny and enforcement, action by regulatory authorities or a downgrade by rating agencies.

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 authority�s interpretation of the laws and regulations. Also, some regulatory authorities have relatively broad
discretion to grant, renew or revoke licenses and approvals. If we do not have the requisite licenses and approvals or do not comply with
applicable regulatory requirements, the insurance regulatory authorities could preclude or temporarily suspend us from carrying on some or all
of our activities or monetarily penalize us. That type of action 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 to be 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.

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

� legislation that holds insurance companies or managed care companies liable for adverse consequences of medical or dental decisions;

� limitations or imposed reductions on premium levels or the ability to raise premiums on existing policies;

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

� impositions of fines, taxes or other penalties for improper licensing, the failure to promptly pay claims, however defined, or other
regulatory violations;

� increased licensing requirements;
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� prohibitions or limitations on provider financial incentives and provider risk-sharing arrangements;

� imposition of more stringent standards of review of our coverage determinations;

� new benefit mandates;
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