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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 00-31978

Assurant, Inc.

(Exact name of registrant as specified in its chaet)

Delaware 38-1126612
(State or Other Jurisdiction (I.LR.S. Employer
of Incorporation or Organization) Identification No.)
One Chase Manhattan Plaza, 41st Floc
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) dlie Act:

Title of Each Class Name of Each Exchange on Which Registere
Common Stock, $0.01 Par Valu New York Stock Exchange
Securities registered pursuant to Section 12(g) t¢ifie Act:
None

Indicate by check mark if the registrant is a walbwn seasoned issuer, as defined in Rule 405e08#turities Act. YedX] No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®eacl5(d) of the Act. Yedd No

Note —Checking the box above will not relieve any remist required to file reports pursuant to Secti8rof 15(d) of the Exchange Act
from their obligations under those Sections.

Indicate by check mark whether the registranth@g filed all reports required to be filed by sewtl3 or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requodile such reports), and (2) has been
subject to such filing requirements for the pasti@gs. YesxXl No O

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K i¢ ocontained herein, and will not be
contained, to the best of the registrant’s knowégdg definitive proxy or information statementsanporated by reference in Part Ill of this
Form 10-K or any amendment to this Form 104Kl

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, noe-accelerated filer. See definition
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check One):

Large accelerated filer [  Accelerated filer O  Non-accelerated filer

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the A¢8s [0 No

The aggregate market value of the Common Stockthehibn-affiliates of the registrant was $5,036lionl at June 30, 2006 based on the
closing sale price of $48.40 per share for the comstock on such date as traded on the New YordkSEachange.

The number of shares of the registrant's CommorkStotstanding at February 15, 2007 was 122,346,154

Documents Incorporated by Referenct



Certain information contained in the definitive pycstatement for the annual meeting of stockholtietse held on May 17, 2007 (2007
Proxy Statement) is incorporated by reference Red 11l hereof.
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FORWARD-LOOKING STATEMENTS

Some of the statements under “Business,” “Managé&mBiiscussion and Analysis of Financial Conditenmd Results of Operationghc
elsewhere in this report may contain forward-logkstatements which reflect our current views witbpect to, among other things, future
events and financial performance. You can identifse forward-looking statements by the use of émdalooking words such as “outlook,”
“believes,” “expects,” “potential,” “continues,” “ay,” “will,” “should,” “seeks,” “approximately,” “pedicts,” “intends,” “plans,” “estimates,”
“anticipates” or the negative version of those veood other comparable words. Any forward-lookingtatnents contained in this report are
based upon our historical performance and on cuplans, estimates and expectations. The inclusidhis forward looking information
should not be regarded as a representation by aisyoother person that the future plans, estinmtexpectations contemplated by us will be
achieved. Such forward-looking statements are stibjevarious risks and uncertainties. Accordingigre are or will be important factors that
could cause our actual results to differ materifxltyn those indicated in this report. We believat tihese factors include but are not limited to
those described under the subsection entitled “Rigltors” in “Management’s Discussion and Analydifinancial Condition and Results of
Operations.” These factors should not be constasegkhaustive and should be read in conjunction tli# other cautionary statements that are
included in this report. We undertake no obligatompublicly update or review any forward-lookingtement, whether as a result of new
information, future developments or otherwise.

If one or more of these or other risks or unceti@snmaterialize, or if our underlying assumptipnsve to be incorrect, actual results may
vary materially from what we projected. Any forwdobking statements you read in this report reflaat current views with respect to future
events and are subject to these and other riskgriainties and assumptions relating to our oparatiresults of operations, financial conditi
growth strategy and liquidity.
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PART |
Item 1. Business
Legal Organization

Assurant, Inc. (“Assurant”) is a Delaware corparafiformed in connection with the Initial Publicf@fing (“IPO”) of its common stock,
which began trading on the New York Stock Exchafityy SE™) on February 5, 2004. Prior to the IPO, i®rinc., a Nevada corporation, had
formed Assurant and merged into it on Februaryd®42 The merger was executed in order to redonagstfeortis, Inc. from Nevada to
Delaware and to change its name. As a result ofrliger, Assurant is the successor to the busopstions and obligations of Fortis, Inc.

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

On January 21, 2005, Fortis N.V. and Fortis SA/ lWough a wholly owned subsidiary Fortis InsuraNc¥., owned approximately
36% (50,199,130 shares) of the outstanding comrwak ®f Assurant based on the number of sharesamalisig that day and sold 27,200,000
of those shares in a secondary offering to theipuksurant did not receive any of the proceedmfthe sale of shares of common stock.
Fortis N.V. received all net proceeds from the saild concurrently sold exchangeable bonds, dueadp26, 2008, that are mandatorily
exchangeable for their remaining 22,999,130 shafrdssurant. The exchangeable bonds and the sbifessurants common stock into whi
they are exchangeable have not been and will naedistered under the Securities Act of 1933 (“Sides Act”) and may not be offered or
sold in the United States absent registration axgplicable exemption from registration requirersent

In this report, references to the “Company,” “Assut” “we,” “us” or “our” refer to (1) Fortis, Incand its subsidiaries, and (2) Assurant,
Inc. and its subsidiaries after the consummatiothefmerger described above. References to “Fagfet collectively to Fortis N.V. and For
SA/ NV. References to our “separation” from For@ger to the fact that Fortis reduced its ownergiipur common stock in connection with
the secondary offering.

Dollar amounts are presented in U.S. dollars ah@nabunts are in thousands, except number of shpeeshare amounts, registered
holders, number of employees and beneficial owners.

Business Organization

Assurant’s mission is to be the premier providespecialized insurance products and related seriicBorth America and selected
international markets. To achieve this mission feaeis on the following areas:

» Building and maintaining a portfolio of diverse ggalty insurance business

» Leveraging a set of core capabilitiesranaging risk; managing relationships with largstdbution partners; and integrating
complex administrative syster—for competitive advantag

» Managing targeted growth initiativ:
» ldentifying and adapting to evolving market needs

» Centralizing certain key functions in the Corporségment to achieve economies of scale

Building and maintaining a portfolio of diverse egalty insurance businessedife currently are made up of four operating business
segments each focused on serving specific segroktite insurance market. We
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believe that the uncorrelated nature of the rigksur businesses allows us to maintain a greatet &f financial stability since our businesses
will likely not be affected in the same way by t@me economic and operating trends.

Leveraging core capabilities for competitive adwayg—We pursue a differentiated strategy of buildingdieg positions in specialized
market segments for insurance products and retzedces in North America and selected internatiomarkets. These markets are generally
complex, have a relatively limited number of conilpes and, we believe, offer attractive long-terroffiable growth opportunities. In these
markets, we leverage the experience of our manageseam and apply our core capabilities for contppetiadvantage—managing risk;
managing relationships with large distribution paets; and integrating complex administrative systeifhese core capabilities represent &
of expertise which are evident within each of ousihesses. We seek to generate insurance indaptguiartile returns by building on
specialized market knowledge, well- establishetfiBistion relationships and economies of scaleaAssult of our strategy, we are a leader in
many of our chosen markets and products.

Managing targeted growth initiatives©ur approach to mergers, acquisitions and othextiropportunities reflects our prudent and
disciplined approach to managing our business. \&kendecisions based on strict guidelines ensuniagany new business will support our
business model. We have established performands ggated to shorterm incentive compensation for senior managemased on those ar
other initiatives.

Identifying and adapting to evolving market needsssurant’s businesses adapt quickly to changingeab@onditions by tailoring
product and service offerings to specific cliend anstomer needs. This flexibility was developedyart, as a result of our entrepreneurial
culture and the encouragement of management autoabgach business segment. By understanding tienags of our core markets, we
design innovative products and services and sesigtain long-term profitable growth and marketlleg positions.

Centralizing certain key functions in the Corporaggment to achieve economies of scafé-the Corporate level, Assurant, Inc.
provides strategic management and key resourcéts foperating businesses, including asset managerraployee benefits, finance, treasi
tax, accounting, legal, organizational and leadprdavelopment, mergers and acquisitions and contations. We also provide support
services in such areas as information technolaggntial and human resources systems managemabtjrenthe operating business segments
to focus on their target markets and distributielationships while enjoying the economies of scaddized by operating these businesses
together and benefiting from being part of a largérersified specialty insurance company. Our alletrategy and financial objectives are set
and continuously monitored at the corporate lewerisure that our capital resources are being gdyopiocated.

Competition

Assurants businesses focus on niche segments within braasienance markets. While we face competition icheaf our businesses, \
believe that no single competitor competes agaisi$h all of our business lines and the businegslin which we operate are generally
characterized by a limited number of competitorsm@etition in our operating business segmentssedan a number of factors, including:
quality of service, product features, price, scopdistribution, financial strength ratings and rearacognition. The relative importance of these
factors depends on the particular product and mavie compete for customers and distributors wigurance companies and other financial
services companies in our various businesses.

Assurant Solutions and Assurant Specialty Prodfatg competition in their product lines, but weidet that no other company
participates in all of the same lines or offers panable comprehensive capabilities as these twindsses. Competitors include insurance
companies, financial institutions and, in the cafspreneed—regional insurers. Assurant Health’shnngaimpetitors are other health insurance
companies, Health Maintenance Organizations (“HM@sit the Blue Cross/Blue Shield plans in statesrevive write business. Assurant
Employee Benefits competitors include other bereefi life insurance companies, dental managederditées and not-for-profit dental plans.
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Segments

On April 1, 2006, the Company separated its Assusalutions business segment into two business eetgmAssurant Solutions a
Assurant Specialty Property. In addition, concurreith the creation of the new Assurant Solutiond Assurant Specialty Property segments,
the Company realigned the Preneed segment undaethéssurant Solutions segment. Segment incontensgéats for the years ended
December 31, 2005 and December 31, 2004 and segssats for the year ended December 31, 2005 lemrerbcast to reflect the new
segment reporting structure.

Assurant Solutions

For the Year Endec For the Year Endec
December 31, 200 December 31, 200

Gross Written Premium for selected product groupgll):
Domestic Credi $ 714,79: $ 767,46¢
International Credi $ 680,09° $ 647,46
Domestic Extended Service Contracts $ 1,258,29 $ 1,120,22
International Extended Service Contracts $ 341,88t $ 247,50t
Preneed (face sale $ 433,51( $ 542,51.
Net earned premiums and other considerat $ 2,371,60! $ 2,220,14!
Segment net incomnr $ 198,89: $ 133,14
Equity(3) $ 1,564,79! $ 1,576,17!

(1) Gross written premium does not necessarilysteda to an equal amount of subsequent net eareetiyms since Assurant Solutions
reinsures a portion of its premiums to insurandesgliaries of its clients

(2) Extended service contracts include warranty cotgrir products such as personal computers, cornseleetronics and appliance

(3) Equity excludes accumulated other comprehensiveniec

Products and Service

Assurant Solutions targets growth in three key pob@reas: domestic extended service contr*ESC”) and warranties; preneed li
insurance sales; and international credit and ES&ddition, we offer debt protection services tlgb financial institutions.

ESC and Warrantiesthrough partnerships with leading retailers, weamdite and provide administrative services foreexted service
contracts and warranties. These contracts prowidsumers with coverage on appliances, consumerahées, personal computers, cellular
phones, automobiles and recreational vehicles gintethem from losses incurred due to productifat. We pay the cost of repairing or
replacing customers’ property in the event of dassadue to mechanical breakdown, accidental danaaglecasualty losses such as theft, fire,
and water damage. Our strategy is to seamlessijdera total solution to our clients that addresdeaspects of the warranty or extended
service contract, including program design and miamly strategy. We provide technologically advanadnhinistration, claims handling and
customer service. We believe that we maintain feifitiated position in the marketplace as a pmvad both the required administrative
infrastructure and insurance underwriting capaéedit

Preneed Life Insurancé?reneed life insurance allows individuals to prefmaya funeral in a single payment or in multipeyments over
a fixed number of years. The insurance policy pedseare used to address funeral costs at deatbe Pheducts are generally structured as
whole life insurance policies in the United Stedes as annuity products in Canada.

Credit InsuranceOur credit insurance programs provide our clieotstomers with products that offer protection fridfen events and
uncertainties that arise in purchasing and borrgwiansactions thereby
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providing the consumer peace of mind. Credit inscegprograms generally offer consumers a conveog@itn to protect a credit card balance
or installment loan in the event of death, invoargtunemployment or disability and are generallgilable to all consumers without the
underwriting restrictions that apply to term lifesurance.

Debt Protection/Debt Defermeribebt protection products are offered by our cligattheir customers and are typically underwritbgn
the institution that issues the credit card. Dueetulatory changes and the resulting shift to defiérment products by financial institutions,
we have seen a reduction in domestic written premgenerated in the credit insurance market. Coreggly the largest credit card issuing
institutions have migrated from credit insuranoeaads debt protection programs. We have worked aithclients to offer alternative produ
such as debt deferment and protection servicesd€htrprotection programs generate fee income.

Marketing and Distributior

Assurant Solutions focuses on establishing strimmg-term distribution relationships with market leadét&e partner with six of the tc
ten largest credit companies to market our crediiiance and debt protection programs and fiveeofen largest consumer electronics and
appliance retailers (based on combined producsytlemarket our warranty and extended serviceraotst.

Several of our distribution agreements are exctishypically these agreements have terms of ofiedg/ears and allow us to integrate
our administrative systems with those of our cBeiithis integration enables us to exchange infdonat an almost real-time environment.

In addition to our domestic market, we operate am&la, the United Kingdom, Denmark, Germany, Sptily, Argentina, Brazil,
Mexico and Puerto Rico. In these markets, we piilgnaell extended service contracts and creditiasoe products through agreements with
financial institutions, retailers and cellular-pocompanies. Although there has been shrinkageeidamestic credit insurance market, the
international markets are experiencing growth sdhedit insurance business. Expertise gainedeimléimestic credit insurance market has
enabled us to extend our administrative infrastngcinternationally. Systems, training, computediagre and the overall market development
approach are customized to fit the particular nedédsch targeted international market.

Our pre-funded funeral programs are marketed irthieed States and Canada. In November 2005 weosoltdS independent
distribution business to Forethought Life Insura@oenpany (“Forethought”) to allow us to focus om exclusive distribution partnership with
Service Corporation International (“SCI”) and conig to develop our other growth area; independesinbss in Canada. We are the sole
provider through September 30, 2010 of preneedrigarance for SCI, the largest funeral providethe US based on total revenue. In Canada,
we market our preneed programs through indeperadghtorporate funeral homes and selected thirgrgareral agencies. In late 2006 we
entered into an agreement to acquire 100% of tketamding stock of Mayflower National Life Insuran€ompany (“Mayflower”) from SCI
and extend our exclusive marketing agreement witht8 September 30, 2013. The transaction is exgetct close in 2007. Mayflower will
add approximately $50,000 in annual net earned jpres

Underwriting and Risk Management

We write a significant portion of our contractsarnetrospective commission basis. This allows wedfast commissions based on cla
experience. Under this commission arrangementeasitied by law, compensation to the financialitotibns and other clients is predicated
upon the actual losses incurred compared to premaamed after a specific net allowance to us. @iee that this aligns our clients’
interests with ours and helps us to better managerposure. A distinct characteristic of our éré@tsurance program is that the majority of
these products have relatively low exposures padémt. This is because policy size is equal to the
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size of the installment loan or credit card balafi¢eis, catastrophic loss severity for most of thisiness is low relative to insurance
companies writing more traditional lines of progdrtsurance.

Our claims processing is automated and combinesftlugency of centralized claims handling, custorservice centers and the flexibil
of field representatives. This flexibility adds says and efficiencies to the claims-handling prec&ur claims department also provides
continuous automated feedback to the underwritiagntto help with risk assessment and pricing.

We have extensive knowledge-based experience sikddnagement expertise in the extended servideaoband warranty areas and
utilize an integrated model to address the compexof pricing, marketing, training, risk retentiand client service.

Profitability generated through our preneed lifeuirance programs is generally earned from intea¢stspreads—the difference between
the death benefit growth rates on underlying peticand the investment returns generated on thesagsénold related to those policies. To
manage those spreads, we monitor the movementimuney yields and evaluate monthly our actuaheet achievable yields among other
techniques.

Assurant Specialty Property

For the Year Endec For the Year Endec
December 31, 200 December 31, 200
Net Earned Premiums and Other Considerations by aProduct Grouping:
Homeowners (Creditor Placed and Volunte $ 753,16¢ $ 443,52t
Manufactured Housing (Creditor Placed and Volunt 214,46: 217,42
Other (1) 240,68: 197,89¢
Total $ 1,208,31. $ 858,84¢
Segment Net Incom $ 241,12: $ 143,22
Loss Ratio (2 33.8% 37.(%
Expense Ratio (¢ 44.(% 47.2%
Combined Ratio (4 76.5% 82.t%

Equity (5) $ 752,91 $ 524,40

(1) This includes flood, renters, agricultural, spegialuto and other insurance produ

(2) The loss ratio is equal to policyholder benefitgaid by net earned premiums and other considers

(3) The expense ratio is equal to selling, undeémgiand general expenses divided by net earnedipnes and other considerations and fees
and other income

(4) The combined ratio is equal to total benefits, dssand expenses divided by net earned premiumsthadconsiderations and fees :
other income

(5) Equity excludes accumulated other comprehensiveniec

Products and Service
Assurant Specialty Property is pursuing long-terofifable growth in creditor-placed homeowners nagice and seeks to extend this
model into two emerging markets, creditor-placetbauobile and renters liability and property.

Creditor-placed homeowners insurandée largest product line within Assurant Speciéltgperty is homeowners insurance consisting
principally of fire and dwelling hazard insurandéeoed primarily through our creditor-placed progisa The creditor-placed program provides
collateral protection to our mortgage lender ckantthe event that a homeowner fails to purchasereew homeowners insurance on a
mortgaged dwelling.

We use a proprietary insurance tracking administnagystem to continuously monitor a clienthortgage portfolio to verify the exister
of insurance on each mortgaged property. In thatebat a mortgagee is not
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maintaining adequate insurance coverage, theyowiliotified and, if the situation continues, wel¥gsue an insurance policy on the property
on behalf of the creditor. This process works thfothe integration of our proprietary loan tracksygtem with the back offices of our clients.

The creditor-placed programs are administered agglgrfor homeowner mortgages and manufacturedihgusortgages. Our hazard
products can also be sold on a voluntary basiadtition, we provide febased administration services for some of the Engmrtgage lende
and servicers, manufactured housing lenders, deatef vertically integrated builders and equipnhemsing institutions in the United States.
Manufactured housing retailers use our propriepaeynium rating technology which allows them to gpetiperty coverages at the point of sale.

We believe this proven business model will allowtawsontinue our growth due to seamless integratiiim our clients and the inherent
efficiencies of this integration. Additionally, vage optimistic about the opportunities before usxpand this business model with the addition
of new clients, new products for existing clierssd the acquisition of new business such as the208¢ acquisition of the creditor-placed
business of Safeco Financial Institution Solutidns, (“SFIS”). The acquisition of SFIS raised ooarket share of outsourced creditor-placed
business to approximately 70%.

Creditor-Placed Auto and Renteid/e have developed products using our creditor-plécesiness model to meet similar needs in
adjacent and emerging markets, such as the cragl@oed automobile and creditor-placed rental ntark&oth of these markets have been
expanding in recent years. The creditor-placedraahbile market has benefited from regulatory improeats made by the National
Association of Insurance Commissioners. The creglitaced rental market continues to expand as maneerty management companies
mandate tenant liability coverage.

As a result of our efficiency in handling certaimchk-office functions, the vast majority of our ngage lender and servicing clients
outsource their insurance processing to us. Weaalsas an administrator for the Federal Governmeder the voluntary National Flood
Insurance Program for which we earn an expensebrggement for collecting premiums and processiagmd. This is a public flood insuran
program and is restricted as to rates, underwritiogerages and claims management procedures. Wet@ssume any underwriting risk with
respect to this program; however, we underwritmalker separate voluntary flood insurance program.

Marketing and Distributior

Our marketing strategy is to establish relationshijth institutions that are leaders in their chos®arkets. Our credit-placed
homeowners program is marketed through financltitions and other mortgage lenders. Our clienthis program consist of 17 of the top
25 prime mortgage lenders/servicers and 14 ofdphe&5 sub-prime mortgage lenders/servicers.

We offer our manufactured housing insurance prograrimarily through three channels; manufactureusing lenders, manufactured
housing retailers and independent specialty ag&htsindependent specialty agents distribute ocodyets to individuals subsequent to new
home purchases.

Underwriting and Risk Management

We maintain a disciplined approach to the manageéwofesur product lines. Our credi-placed homeowners insurance program is ur
in that it is not underwritten on an individual Ea<Contracts with our clients require us to autboadly issue these policies, after notice, wh
homeowners policy lapses or is terminated. Theséumts are priced after factoring in this inhenemlerwriting risk.
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As part of our overall risk management focus, wetiomally monitor pricing adequacy on a productregion, state, risk and producer.
We proactively seek to make timely commission, poemand coverage modifications, subject to regulatonsiderations, where we
determine them to be appropriate. In addition, veéntain a segregated risk management area thagotates on catastrophic exposure
management, the adequacy and pricing of reinsuramerage and continuous analytical review of retkention and subsequent profitability
the property lines. For the lines where there [gosure to catastrophes (e.g. homeowners poligigsinonitor and manage our aggregate risk
exposure by geographic area and, when appropeiater, into reinsurance contracts to manage oursexpdo catastrophic events.
Additionally, in the event of a catastrophic loa®, have the mechanism in place to reinstate, adedeeeinsurance coverages for protection
from potential subsequent catastrophic events withé policy year.

Assurant Health

For the Year Endec For the Year Endec
December 31, 200 December 31, 200
Net Earned Premiums and Other Consideratior
Individual Markets:
Individual Medical $ 1,213,67 $ 1,164,49:
Shor-term Medical 101,45 110,91:
Subtotal 1,315,13: 1,275,41!
Small Employer Grou 768,82t 888,55!
Total $ 2,083,95 $ 2,163,96!
Segment Net Incom $ 167,91¢ $ 178,05!
Loss ratio (1] 62.4% 62.1%
Expense ratio (2 30.2% 29.8%
Combined ratio (3 91.4% 90.8%
Equity (4) $ 416,76! $ 479,56«

(1) The loss ratio is equal to policyholder benefitaaitd by net earned premiums and other consideisu

(2) The expense ratio is equal to selling, undemgiand general expenses divided by net earnedipnes and other considerations and fees
and other income

(3) The combined ratio is equal to total benefiisses and expenses divided by net earned prenainchsther considerations and fees and
other income

(4) Equity excludes accumulated other comprehensiveniec

Product and Service

In business since 1892, Assurant Health is focosegursuing lon-term profitable growth opportunities in the indivad medical marke
by offering traditional medical insurance, shormtemedical insurance and student medical plansdividuals and families. Products are
offered with different plan options to meet a broadge of customer needs. Assurant Health alsesdffaditional medical insurance to small
employer groups.

Individual Medical:Our medical insurance products are sold to indisiuprimarily between the ages of 18 and 64 yeend their
families who do not have employer-sponsored coverdée emphasize the sale of individual productsugh associations and trusts that act as
the master policyholder for such products. Prodowsketed and sold through associations and tafifgsflexibility in pricing and product
design which increase our ability to respond tokeachanges.

Substantially all of the individual health insurarroducts we sell are Preferred Provider OrgaioizgtPPQ”") plans, which offer
members the ability to select from a wide rangkezlth care providers. Coverage is typically alédavith a variety of co-payment or
deductible and coinsurance options, with the toeamlefit for
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covered services limited by certain policy maximuiMembers can also add an HSA (“Health Savings Aot option with their high
deductible health plan. We offer extensive HSAnirgg to our independent agents and offer interasted HSA tools making it easier for our
customers to integrate their HSA into the planheiit choice and better manage their health canedipg. These products are individually
underwritten, taking into account the member’s roaldhistory and other factors. The remaining prasiwe sell are indemnity, or fee-for-
service plans. Indemnity plans offer a member thityto select any health care provider for caeservices.

Short-term Medical Insurance and Student Healtlulasce: The short-term medical insurance product is desidgor individuals who
are between jobs or seeking interim coverage belf@ie major medical coverage becomes effectivertSierm medical insurance products are
generally sold to individuals in order to fill gaipscoverage of twelve months or less. Studentthealverage plans are medical insurance |
sold to full-time college students who are not gedeby their parents’ health insurance, are nodomgjgible for dependant coverage, or are
seeking a more comprehensive alternative to agmiponsored plan.

Small Group MedicalOur group medical insurance sold to small emploj@eases primarily on companies with two to fiftyjployees,
although larger employer coverage is availableofABecember 31, 2006, our average group size wagimately five employees. In the ci
of our small employer group health insurance, waemwrite the entire group and examine the medisklfactors of the individual groups for
pricing purposes only. Substantially all of the #raenployer health insurance products that we o006 and 2005 were PPO products. We
also offer HSA and HRA (“Health Reimbursement Aactijoptions and a variety of ancillary productsteet the demands of small
employers for life insurance, short-term disabilitgurance and dental insurance.

Marketing and Distributior

Breadth and depth of distribution is a key compatiadvantage for Assurant Health. Our health iasce products are principa
marketed through an extensive network of indepenagents by our distributors. We also market oodpcts to individuals through a variety
of exclusive and non-exclusive national accourdtiehships and direct distribution channels. Initold, we market our products through
NorthStar Marketing, a wholly owned affiliate th@bactively seeks business directly from indepehdgents. Since 2000, we have hac
exclusive national marketing agreement with a majatual insurance company, pursuant to which thegitive agents market our individual
health products. Captive agents are representaiiv@single insurer or group of insurers who dkgated to submit business only to that
insurer, or at a minimum, give that insurer fistusal rights on a sale. The term of this agreeméhéxpire in June 2008, but may be exten
if agreed to by both parties. We also have a selationship with a well-known association. Througir agreement with this well-known
association’s administrator, we provide many ofiadividual health insurance products. The ternthefagreement with this administrator will
expire in September 2008, but will be automaticekyended for an additional two-year term unlegsrprotice of a party’s intent to terminate
is given to the other party. We also have a lomgrteslationship with a national marketing organi@atwith more than 50 offices. We, and our
direct writing agents, also sell short-term medinalirance plans through the internet.

In 2006, we launched Advantage Agent, an arraye®f products, tools and capabilities designed toenitaéasy for agents to do business
with Assurant Health. Along with the introductiohanew individual medical portfolio designed toeha broad spectrum of customer needs,
Advantage Agent also includes a new on-line progcatied EASE (Electronic Agent Sales Experienca} #nortens approval periods and
makes the application process easier for appliGamsagents while maintaining the integrity of disciplined risk management requirements.

Underwriting and Risk Management

Our underwriting and risk management capabilitietuide pricing discipline, policy underwriting anehewal optimization, developme
and retention of provider networks, product develept and claims
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processing. In establishing premium rates for @alth care plans, we use underwriting criteria agen our accumulated actuarial data, with
adjustments for factors such as claims experiendar@mber demographics to evaluate anticipatedrheatte costs. Our pricing considers the
expected frequency and severity of claims and éisésoof providing the necessary coverage, inclutiiegcost of administering policy benefits,

sales and other administrative costs.

We also utilize a broad range of focused traditi@moat containment and care management processessaiur various product lines to
manage risk and to lower costs. These include mas®@gement, disease management and pharmacy benafingement programs. We retain
provider networks through a variety of relationshiphese relationships generally include leasedarés, such as Private Health Care
Systems, Inc. (“PHCS”), which contract directly kvindividual health care providers. Assurant Healtls a cdounder of PHCS. Although w
sold our equity interest in PHCS during 2006, wettwe to have access to the PHCS network. Pharbesfits management is provided by
Medco Health Solutions, formerly known as Merck-MedMedco Health Solutions has established itse# keader in its industry with almost
60,000 participating retail pharmacies nationwidd ds extensive mail-order service. Through MeHealth Solutions’ advanced technology
platforms, Assurant Health is able to access infdiom about customer utilization patterns on a fiendsasis to improve its risk management
capabilities. In addition to the technolobgsed advantages, Medco Health Solutions allovis perchase our pharmacy benefits at compe
prices. Our agreement with Medco Health Solutiof@Eres June 30, 2007 and we are currently in nagotis to renew this contract. We also
utilize co-payments and deductibles to reduce pigsm drug costs.

Assurant Employee Benefits

For the Year Endec For the Year Endec
December 31, 200 December 31, 200
Net Earned Premiums and Other Consideratior
Group Denta $ 428,21¢ $ 502,78¢
Group Disability Single Premiums for Closed Blo¢k$ 46,31 26,70(
All Other Group Disability 480,92: 489,84(
Group Life 224,44 258,50¢
Total $ 1,179,90: $ 1,277,83!
Segment Net Incom $ 83,601 $ 68,36¢
Loss ratio (2 70.4% 73.2%
Expense ratio (3 33.1% 32.1%
Equity (4) $ 615,61. $ 610,24¢

(1) This represents single premium on closed blockgadip disability busines

(2) The loss ratio is equal to policyholder benefitdgaid by net earned premiums and other considers

(3) The expense ratio is equal to selling, underwriing general expenses divided by net earned presramoch other considerations and f
and other income

(4) Equity excludes accumulated other comprehensiveniec

Products and Service

We focus our group business around the needs aitiadl employer, which we define as businesses fgitler than 500 employees. We
believe that our core capabilities around smalugrosk selection, administrative systems thateféisiently handle thousands of cases, anc
strong relationships with brokers who work primarilith small businesses gives us a competitive iatgge over other companies.

We offer a full range of group disability, denti#fie and voluntary products as well as individuahthl products. The group products are
offered with funding option choices ranging fronthftemployer paid to fully employee paid (voluntary
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Group Disability: Group disability insurance provides partial regiment of lost earnings for insured employees wduwine disabled as
defined by their plan provisions. Our group disépibroducts include both short-and long-term dikiglocoverage options. We also reinsure
disability policies written by other carriers thghuour subsidiary Disability Reinsurance Managenssvices, Inc. (‘DRMS”).

Group long-term disability insurance provides ineopnotection for extended work absences due tmegkor injury. Most policies
commence benefits following 90- or 180-day waitpregiods, with benefits limited to specified maxinmas a percentage of income. Group
short-term disability insures temporary loss ofoime due to injury or sickness, and often providasefits immediately for disabilities caused
by accidents or after one week for disabilitiessealiby sickness.

Group Dental:Dental benefit plans provide funding for necessarglective dental care. Customers may selectditivaal indemnity
arrangement, a PPO arrangement, or a prepaid agedrcare arrangement. Coverage is subject to tlelésc coinsurance and annual or
lifetime maximums. In a prepaid plan, members nugst participating dentists in order to receive fiene

In addition to fully insured and managed care ddreacefits, we offer Administrative Services Ontp$0O") for self-funded dental plan:
Under the ASO arrangement, an employer or plansgaguays us a fee to provide administrative sesvice

Success in the group dental business requiresgspravider network development and management;asfon expense management and
a claim system capable of efficiently and accuyageljudicating high volumes of transactions. Thasecess factors are the cornerstone of our
dental business.

In 2006, we entered a joint network leasing agregméh Aetna which will strengthen our Dental PR€work position beginning in
2007. Aetna will add to its PPO offerings the detstcontracted with Dental Health Alliance, L.L%G.the dental PPO operated by Assurant
Employee Benefits. Assurant Employee Benefits balljin marketing a network comprised of the Dentedlth Alliance® and the Aetna Dent
Access® networks. This agreement opens up an additionald&htal PPO markets and, we believe, enhancedtthetaveness of our dental
offerings to the small employer.

Group Life:Group term life insurance provided through the vpdake provides financial coverage in the eventrefrmature death.
Accidental death and dismemberment (“AD&D”) insuranas well as coverage for spouses, childrenmedtc partners is also available.
Insurance consists primarily of renewable termiliurance with the amount of coverage eithertaaftaount, a multiple of the employee’s
earnings, or a combination of the two.

Marketing and Distributior

Our insurance products and services are distribihtedigh a group sales force strategically posibim 35 U.S. offices located ne
major metropolitan areas. These company employistthdte our products and services through inddpahemployee benefits advisors,
including brokers and other intermediaries, andcarapensated through a salary and incentive packeily account management is provided
through the local sales office, further supportgabe of four regional sales service centers andnae office customer relations department.
Compensation to brokers is generally provided atithe of sale, and in some cases includes a peafoce incentive, based on volume and
retention of business.

Marketing efforts concentrate on the identificatafrour target customerbenefit needs, the development and communicatigmazfucts
and services tailored to meet those needs, alighafeur Company with select high-potential brokansl other intermediaries who value our
approach to the market, and the promotion of theufemt Employee Benefits’ brand.
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DRMS, our wholly owned subsidiary, assists cust@meiobtaining reinsurance for other carriers wamnto supplement their core
product offerings with a turnkey group disabilibsurance solution. Services are provided for afeemay include product development, state
insurance regulatory filings, underwriting, claimgnagement or any of the other functions typicadlyformed by an insurer’s back office. The
risks written by DRMSVarious clients are reinsured into a pool, with¢hents generally retaining shares ranging fro®20 60% of the rist
Because DRMS'’ clients operate in niches not ofeathed through our traditional distribution, ourtiggation in the pools enables us to reach
new customers.

Underwriting and Risk Management

The pricing of our products is based on the exgkctst of benefits, calculated using assumptionsnfartality, morbidity, interest,
expenses and persistency, depending upon the isga@tiuct features. Group underwriting takes stoount demographic factors such as
gender and occupation of members of the group dsas/¢he geographic location and concentratiothefgroup. Some policies limit the
payment of benefits for certain defined or pre-xgsconditions, or in other ways seek to limit tiiek from anti-selection. Our block of
business is highly diversified by industry and gapdpic location, which serves to limit some of tleks associated with changing economic
conditions.

Disability claims management focuses on facilitgfoositive return-to-work through a supportive natikvof services that may include
physical therapy, vocational rehabilitation, and'kpdace accommodation. In addition to claims sgext& we also employ or contract with a
staff of doctors, nurses and vocational rehahbititespecialists, and use a broad range of additmnaide medical and vocational experts for
independent evaluations and local vocational sesvi©Our dental business uses a highly automatedsctystem focused on rapid handling of
claims.

Ratings

Rating organizations continually review the finaigosition of insurers, including our insurancesdiaries. Insurance companies are
assigned financial strength ratings by independatitig agencies based upon factors relevant teyadiders. Ratings provide both industry
participants and insurance consumers meaningfoirmtion on specific insurance companies and aimpartant factor in establishing the
competitive position of insurance companies. Mdsiuw active domestic operating insurance subdeBaare rated by A.M. Best. A.M. Best
maintains a letter scale rating system ranging ftfAmt” (Superior) to “S” (Suspended). Six of ourmestic operating insurance subsidiaries
are also rated by Moody’s. In addition, seven afdemestic operating insurance subsidiaries aesifay S&P.

All of our domestic operating insurance subsidgrited by A.M. Best have financial strength raginfj A (“Excellent”), which is the
second highest of ten ratings categories and tjteekt within the category based on modifiers (AReand A- are “Excellent”), or A-
(“Excellent”), which is the second highest of tatimgs categories and the lowest within the catebased on modifiers.

The Moody'’s financial strength rating for six ofradomestic operating insurance subsidiaries is“&¢d"), which is the third highest:
nine ratings categories and mid-range within thegary based on modifiers (i.e., Al, A2 and A3‘&@eod”).

The S&P financial strength rating for four of owordestic operating insurance subsidiaries is A (&), which is the third highest of
nine ratings categories and mid-range within thegary based on modifiers (i.e., A+, A and A- a&rbng”), and for three of our domestic
operating insurance subsidiaries is A- with a pasioutlook (“Strong”), which is the third highest nine ratings categories and the lowest
within the category based on modifiers.

The objective of A.M. Best’'s, Moody’s and S&P’sirgts systems is to assist policyholders and toigeo&n opinion of an insurer’s
financial strength, operating performance, stratggisition and ability to meet
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ongoing obligations to its policyholders. Theséngd reflect the opinions of A.M. Best, Moody’s aB&P of our ability to pay policyholder
claims, are not applicable to our common stocketnt decurities and are not a recommendation todmllyor hold any security, including our
common stock or debt securities. These ratingsuaivgect to periodic review by and may be revisegard, 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 Fepil&r2007. Assurant Solutions has employees ireAtiga, Brazil, Italy and
Mexico that are represented by labor unions ardktoaganizations.
Available Information

Our annual reports on Form 10-K, quarterly reportg=orm 10-Q, current reports on Form 8-K, theeteents of Beneficial Ownership
of Securities on Forms 3, 4 and 5 for our Directord Officers and all amendments to such repales, 6r furnished pursuant to Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, arailable free of charge at the Securities arch&xge Commission (“SEC”) website at
www.sec.gov. These documents are also available free of cttargagh 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 arenable to maintain our relationships with signifiaat clients, distributors and othe
parties important to the success of our busine

Our relationships and contractual arrangements sigthificant clients, distributors and other patieith whom we do business ¢
important to the success of our business segmidiatsy of these arrangements are exclusive. For ebenmpAssurant Specialty Property, we
have exclusive relationships with manufactured hhuand mortgage lenders. In Assurant Solutionshawee exclusive relationships with
retailers and financial and other institutions thgh which we distribute our products, includingexclusive preneed distribution relationship
with SCI relating to the distribution of pfanded funeral insurance policies. In Assurant Heale have exclusive distribution relationships
our individual health insurance products with agnaputual insurance company as well as a relatipngtth a well known association throu
which we provide many of our individual health irsuce products. We also maintain contractual ialatiips with several separate networks
of health and dental care providers, each refaoped a PPO, through which we obtain discountsicByly, these relationships and contractual
arrangements have terms ranging from one to fiaesye

Although we believe we have generally been sucaessfmaintaining our client, distribution and asisded relationships, if these parties
decline to renew or seek to terminate these arrapgts or seek to renew these contracts on termgdesrable to us, our results of operations
and financial condition could be materially advérsdfected. For example, a loss of one or morthefdiscount arrangements with PPOs ci
lead to higher medical or dental costs and/or & ddsnembers to other medical or dental plansdtiiteon, we are subject to the risk that these
parties may face financial difficulties, reputa@bissues or problems with respect to their owrdpots and services, which may lead to
decreased sales of our products and services. Margibone or more of our clients or distributeansolidate or align themselves with other
companies, we may lose business or suffer decreasedues.

Sales of our products and services may be redut&eeiare unable to attract and retain sales repnetsgives or develop and maintal
distribution sources.

We distribute our insurance products and servioesugh a variety of distribution channels, incluglindependent employee benefits
specialists, brokers, managing general agentsadjéats, financial institutions, mortgage lenders servicers, retailers, funeral homes,
association groups and other third-party marketirganizations.

Our relationships with these various distributas significant both for our revenues and profite @énerally do not distribute our
insurance products and services through captiedfilinted agents. In Assurant Health, we depenidiige part on the services of independent
agents and brokers and on associations in the mraglef our products. In Assurant Employee Bengfitdependent agents and brokers who
act as advisors to our customers market and dis¢ribur products. Strong competition exists amasgriers to form relationships with agents
and brokers of demonstrated ability. We competé wiher insurers for sales representatives, agentdrokers primarily on the basis of our
financial position, support services, compensadind product features. Independent agents and tsrakertypically not exclusively dedicated
to us, but instead usually also market the prodofctair competitors and therefore we face contincedpetition from our competitors’
products. Moreover, our ability to market our prothuand services depends on our ability to tailorahannels of distribution to comply with
changes in the regulatory environment in which we such agents and brokers operate. For exampleg ipast, both the marketing of health
insurance through association groups and brokepeosation arrangements have come under increaggghgcAn interruption in, or changt
to, our relationships with various third-party distitors or our inability to respond to regulata@fyanges that threaten to disrupt our distribution
processes could impair our ability to compete aadket our
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insurance products and services that could caus&erial adverse effect on our results of operatamd financial condition.

We have our own sales representatives whose rokeidistribution process varies by segment. Wedéin large part on our sales
representatives to develop and maintain clientioglahips. Our inability to attract and retain effee sales representatives could materially
adversely affect our results of operations andnfiie condition.

General economic, financial market and political nditions may adversely affect our results of opeaais and financial condition.

General economic, financial market and politicaldiions may have a material adverse effect orresults of operations and financial
condition. These conditions include economic cyslesh as insurance industry cycles, levels of eympémt, levels of consumer lending, lev
of consumer spending, levels of inflation and mogata of the financial markets.

Fluctuations in interest rates, mortgage rates,ateoy policy, demographics, and legislative and petitive factors also influence our
performance. Our expansion into foreign countriey mesult in similar risks, including currency ftuations, unstable political climates, and
governmental and competitive factors. During pesiofleconomic downturn:

» individuals and businesses may choose not to psecbar insurance products and other related predunt services, may terminate
existing policies or contracts or permit them tpsie, may choose to reduce the amount of coveragbased or, in Assurant
Employee Benefits and in small group employer ieiaburance in Assurant Health, may have fewer eysas requiring insurance
coverage due to reductions in their staffing ley

» new disability insurance claims and claims on o#percialized insurance products tend to |
» there is a higher loss ratio on credit card anthliment loan insurance due to rising unemploynaemt disability levels;

* insureds tend to increase their utilization of tieahd dental benefits if they anticipate becomingmployed or losing benefits; a

In addition, general inflationary pressures magetfthe costs of medical and dental care, as wekjgair and replacement costs on our
real and personal property lines, increasing trstscof paying claims. Inflationary pressures may alffect the costs associated with our
preneed insurance policies, particularly those dginatguaranteed to grow with the Consumer PriceXiftCPI1”).

Our actual claims losses may exceed our reservesfaims, which may require us to establish addital reserves that may materially
reduce our earnings, profitability and capital.

We maintain reserves to cover our estimated ulgneaposure for claims and claim adjustment expengbgespect to reported and
incurred but not reported claims (“IBNR”) as of thied of each accounting period. Reserves, whettieulated under accounting principles
generally accepted in the United States of AmgfiG®AP”) or Statutory Accounting Principles (“SAR"lo not represent an exact calculation
of exposure, but instead represent our best egémgenerally involving actuarial projections afiven time, of what we expect the ultimate
settlement and administration of a claim or grofiplaims will cost based on our assessment of faatscircumstances then known. The
adequacy of reserves will be impacted by futuredsen claims severity, frequency, judicial thesrdd liability and other factors. These
variables are affected by both external and intesmants, such as changes in the economic cycéges in the social perception of the value
of work,
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emerging medical perceptions regarding physioldgic@sychological causes of disability, emergirglth issues and new methods of
treatment or accommaodation, inflation, judicialns, legislative changes and claims handling pnoeesd Many of these items are not directly
guantifiable, particularly on a prospective baRBisserve estimates are refined as experience devéldjustments to reserves, both positive
negative, are reflected in the statement of opmratof the period in which such estimates are @oll&ecause establishment of reserves is an
inherently uncertain process involving estimatefutire losses, there can be no certainty thanali losses will not exceed existing claims
reserves. In addition, future loss developmentdoeduire reserves to be increased, which coulé hawaterial adverse effect on our earnings
in the periods in which such increases are made.

We may be unable to accurately predict benefitajrts and other costs or to manage such costs thfoogr loss limitation methods, which
could have a material adverse effect on our resufoperations and financial condition.

Our profitability could vary depending on our atyilto predict benefits, claims and other costsluiding medical and dental costs, ¢
predictions regarding the frequency and magnitdfagaims on our disability and property coveradealso depends on our ability to manage
future benefit and other costs through productgiesinderwriting criteria, utilization review oraiins management and, in health and dental
insurance, negotiation of favorable provider coetgaUtilization review is a review process desijtee control and limit medical expenses,
which includes, among other things, requiring €iegtion for admission to a health care facilitydaaost-effective ways of handling patients
with catastrophic illnesses. Claims managementlsritee use of a variety of means to mitigate tkieet of losses incurred by insureds and the
corresponding benefit cost, which includes efftoténprove the quality of medical care providednsureds and to assist them with vocational
services. Our ability to predict and manage costsadaims, as well as our business, results ofatjpers and financial condition may be
adversely affected by changes in health and deatal practices, inflation, new technologies, th& ob prescription drugs, clusters of high cost
cases, changes in the regulatory environment, ecicnfactors, the occurrence of catastrophes angased construction and repair related
costs.

The judicial and regulatory environments, changethé composition of the kinds of work availablehie economy, market conditions
and numerous other factors may also materially i@y affect our ability to manage claim costs. alging of the population, other
demographic characteristics and advances in meticahology continue to contribute to rising healtine costs. As a result of one or more of
these factors or other factors, claims could sultistily exceed our expectations, which could haveagerial adverse effect on our results of
operations and financial condition.

As industry practices and legal, judicial, sociadlather environmental conditions change, unexpesiel unintended issues relating to
claims and coverage may emerge. These issues matétially adversely affect our results of openagiand financial condition by either
extending coverage beyond our underwriting interiyoincreasing the number or size of claims ohb@{e may be limited in our ability to
respond to such changes, by insurance regulagaisting contract terms, contract filing requirertsemarket conditions or other factors

Our investment portfolio is subject to several risthat may diminish the value of our invested assahd affect our profitability.

Our investment portfolio may suffer reduced retwnfosses that could reduce our profitability.

Investment returns are an important part of ouralerofitability and significant fluctuations ithe fixed income market could impi
our profitability, financial condition and/or caflbws. Our investments are subject to market-widksrand fluctuations, as well as to risks
inherent in particular securities. In particulas|atility of claims may force us to liquidate seities prior to maturity, which may cause us to
incur capital losses. If we
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do not structure our investment portfolio so thas appropriately matched with our insurance litibs, we may be forced to liquidate
investments prior to maturity at a significant ldssover such liabilities. Our net investment imeand net realized gains on investments
collectively accounted for approximately 11% of ¢atal revenues during the year ending Decembe2@16 and 9% of our total revenues
during the year ending December 31, 2005. See “teAMlanagement’s Discussion and Analysis of Findr@andition and Results of
Operations—Investments” and “ltem 7A—Quantitativel ualitative Disclosures About Market Risk” fatditional information on our
investment portfolio and related risks.

The performance of our investment portfolio is sabjo fluctuations due to changes in interestgated market conditions.

Changes in interest rates can negatively affecpémormance of some of our investments. Interast volatility can reduce unrealized
gains or create unrealized losses in our portfoliderest rates are highly sensitive to many fisctimcluding governmental monetary policies,
domestic and international economic and politicadditions and other factors beyond our controleBirmaturity and short-term investments
represented 76% of the fair value of our total stweents as of December 31, 2006 and December 8%, 3@e “ltem 7—Management'’s
Discussion and Analysis of Financial Condition &ebults of Operations—Investments” and “Iltem 7A—Qtitative and Qualitative
Disclosures About Market Risk” for additional infoation on the effect of fluctuations in interedesm

The fair market value of the fixed maturity sedestin our portfolio and the investment income frittase securities fluctuate depending
on general economic and market conditions. Becsulsstantially all of our fixed maturity securitiae classified as available for sale, changes
in the market value of these securities are reftbat our balance sheet. The fair market value gdlgencreases or decreases in an inverse
relationship with fluctuations in interest ratediil net investment income realized by us from feitimvestments in fixed maturity securities
will generally increase or decrease with interagts. In addition, actual net investment incoméamnzhsh flows from investments that carry
prepayment risk, such as mortgage-backed and aiset-backed securities, may differ from thosecgatied at the time of investment as a
result of interest rate fluctuations. In periodgietlining interest rates, mortgage prepaymentsigdy increase and mortgage-backed
securities, commercial mortgage obligations anddbdn our investment portfolio are more likely t® frepaid or redeemed as borrowers seek
to borrow at lower interest rates, and we may beired to reinvest those funds in lower interestrlrgy investments. As of December 31,
2006, mortgage-backed and other asset-backed sesuepresented $1,206,597, or 9.7%, of the flievof our total investments.

We employ asset/liability management strategigedoce the adverse effects of interest rate vityaiihd to ensure that cash flows are
available to pay claims as they become due. Owt/liability management strategies include assdility duration management, structuring
our bond and commercial mortgage loan portfoliokntit the effects of prepayments and consistennitooing of, and appropriate changes to,
the pricing of our products.

Asset/liability management strategies may faillimimate or reduce the adverse effects of interast volatility, and no assurances cat
given that significant fluctuations in the levelinferest rates will not have a material adveréecebn our results of operations and financial
condition.

In addition, our preneed insurance policies areegaly whole life insurance policies with increggiteath benefits. In extended periods
of declining interest rates or high inflation, tenay be compression in the spread between thk deaéfit growth rates on these policies and
the investment earnings that we can earn, resuliagnegative spread. As a result, declining agerates or high inflation rates may have a
material adverse effect on our results of operatammd our overall financial condition. See “ltem-~Quantitative and Qualitative Disclosures
About Market Risk—Inflation Risk” for additional farmation.

Assurant Employee Benefits calculates reservemfa-term disability and life waiver of premium ittes using net present value
calculations based on current interest rates afrtteeclaims are funded and expectations
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regarding future interest rates. Waiver of premmefiers to a provision in a life insurance policyguant to which an insured with a disability
that lasts for a specified period no longer hasap premiums for the duration of the disabilityfar a stated period, during which time the life
insurance coverage provides continued coveragatelfest rates decline, reserves for open andiorat@ms in Assurant Employee Benefits
would need to be calculated using lower discoutatsréhereby increasing the net present value cktletaims and the required reserves.
Depending on the magnitude of the decline, thidccbave a material adverse effect on our resultgpefations and financial condition. In
addition, investment income may be lower than #saumed in setting premium rates.

Our investment portfolio is subject to credit risk.

We are subject to credit risk in our investmentfodio, primarily from our investments in corporaiends and preferred stocks. Defaults
by third parties in the payment or performanceheirtobligations could reduce our investment inc@ne realized investment gains or resu
investment losses. Further, the value of any pddidixed maturity security is subject to impaimiéased on the creditworthiness of a given
issuer. As of December 31, 2006, fixed maturityusiies represented 73% of the fair value of otltmvested assets. Our fixed maturity
portfolio also includes below investment grade sidies (rated “BB” or lower by nationally recognizsecurities rating organizations). These
investments generally provide higher expected nstusut present greater risk and can be less litpaid investment grade securities. A
significant increase in defaults and impairment®onfixed maturity investment portfolio could masdly adversely affect our results of
operations and financial condition. See “ltem 7A—a@ititative and Qualitative Disclosures About MarRétk—Credit Risk” for additional
information on the composition of our fixed matuiihivestment portfolio.

The Company currently invests in a small amourdafity securities (approximately 6% of the fairueabf our total investments as of
December 31, 2006). However, we have had higheepérges in the past and may make more such ingatgrim the future. Investments in
equity securities generally provide higher expetteal returns, but present greater risk to prest@a of principal than our fixed maturity
investments.

In addition, while we currently do not utilize deative instruments to hedge or manage our inteagstor equity risk, we may do so in
future. Derivative instruments generally preseeger risk than fixed income investments or equitestments because of their greater
sensitivity to market fluctuations. Since AugusP@03, we have been utilizing derivative instrunsentmanage the exposure to inflation risk
created by our preneed insurance policies thaieatdo the CPI. However, we would not be fully fgeted by the derivative instruments if
there were a sharp increase in inflation on a swesddongterm basis which could have a material adverseeffie our results of operations ¢
financial condition.

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

Our commercial mortgage loans on real estate imessts (which represented approximately 10% of éiirevilue of our total investmer
as of December 31, 2006) are relatively illiquithg increasing our liquidity risk. In additionwe require extremely large amounts of cash on
short notice, we may have difficulty selling théseestments at attractive prices, in a timely manaeboth.

The risk parameters of our investment portfolio mat/target an appropriate level of risk, therel®gucing our profitability and diminishing
our ability to compete and grow.

We seek to earn returns on our investments to eehaur ability to offer competitive rates and psi¢e our customers. Accordingly, ¢
investment decisions and objectives are a funafdhe underlying risks and product profiles ofleat our business segments. However, if we
do not succeed in targeting an appropriate oveasilllevel for our investment portfolio, the retwn our investments may be insufficient to
meet our profit targets over the long term, thenadwucing our profitability. If, in response, weodse to increase our product prices to mail
profitability, we may diminish our ability to comfgeand grow.
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Environmental liability exposure may result fronr gommercial mortgage loan portfolio and real estatvestment

Liability under environmental protection laws resw from our commercial mortgage loan portfolialaeal estate investments may harm
financial strength and reduce our profitability.dém the laws of several states, contaminationprbperty may give rise to a lien on the
property to secure recovery of the costs of tharal@. In some states, this kind of lien has psiariter the lien of an existing mortgage against
the property, which would impair our ability to é&mlose on that property should the related loaim lolefault. In addition, under the laws of
some states and under the federal ComprehensiisoBEmental Response, Compensation and Liability &d&980, under certain
circumstances, we may be liable for costs of adinggeleases or threatened releases of hazardbsteces that require remedy at a property
securing a mortgage loan held by us. We also magytfais liability after foreclosing on a propergcsring a mortgage loan held by us after a
loan default.

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

Our insurance operations expose us to claims gr@im of catastrophes, particularly in our homeownkfe and other personal business
lines. We have experienced, and expect in thedutuexperience, catastrophe losses that may mlegduce our profitability or have a
material adverse effect on our results of operatimd financial condition. Catastrophes can beezhbyg various natural events, including, but
not limited to, hurricanes, windstorms, earthquakeslstorms, severe winter weather, fires andepids, or can be man-made catastrophes,
including terrorist attacks or accidents such gslae crashes. The frequency and severity of wafdees are inherently unpredictable.
Catastrophe losses can vary widely and could sggmifly exceed our recent historic results. Itasgible that both the frequency and severi
man-made catastrophes will increase and that weatibe able to implement exclusions from coverageur policies or obtain reinsurance
for such catastrophes.

The extent of losses from a catastrophe is a fanaif both the total amount of insured exposurtéarea affected by the event and the
severity of the event. Most of our catastrophenetain the past have related to homeowners and p#reonal lines coverages, which, for the
year ended December 31, 2006, represented appr@hn82% of our net earned premiums in our AssuBpdcialty Property segment.
addition, as of December 31, 2006, approximatefp &7 the insurance in force in our homeowners ahérgpersonal lines related to propet
located in California, Florida and Texas. As a testiour creditor-placed homeowners and creditaced manufactured housing insurance
products, which automatically provide coverage magja@n insured property being destroyed or damaged by variotilspeur concentration |
these areas may increase in the future. If ottsurers withdraw coverage in these or other stdtessmay lead to adverse selection and
increased utilization of our creditor-placed homaeve or creditor-placed manufactured housing insigan these areas and may negatively
impact loss experience. Adverse selection refetsdgrocess by which an applicant who believesdrifmerself to be uninsurable, or at greater
than average risk, seeks to obtain an insurandeypatl a standard premium rate. Claims resultiogifnatural or man-made catastrophes could
cause substantial volatility in our financial résubr any fiscal quarter or year and could maligri@duce our profitability or harm our
financial condition. Our ability to write new busiss also could be affected. Increases in the \aidegeographic concentration of insured
property and the effects of inflation could incredéise severity of claims from catastrophes in there.

Pre-tax catastrophe losses in excess of $5,000réb#fe benefits of reinsurance) that we have ésmpeed in recent years include (total
losses do not include amounts paid in connectidh thie National Flood Insurance Program as we algan administrator and have no risk
under the Program):

» total losses of approximately $339,000 incurredulgh December 31, 2005, in connection with HurrisaDennis, Katrina, Rita and
Wilma. Total reinsurance recoveries related toghmgents were approximately $296,000;

+ total losses of approximately $125,000 incurredulgh December 31, 2004, in connection with the flarida hurricanes. Toti
reinsurance recoveries related to these eventsappreximately $34,00(
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No liquidation in investments was required in castie with these catastrophes as the claims wedefgan current cash flow, cash on
hand or short-term investments.

In addition, our group life and health insuranceragions could be materially impacted by catastespduch as a terrorist attack, a natural
disaster, a pandemic or an epidemic that causédespread increase in mortality or disability radeshat causes an increase in the need for
medical care. If the severity of such an event veerféciently high, it could exceed our reinsuramo®erage limits and could have a material
adverse effect on our results of operations arahfifal condition. In addition, with respect to queneed insurance policies, the average age of
policyholders is in excess of 73 years. This grisumore susceptible to certain epidemics than teeadl population, and an epidemic resulting
in a higher incidence of mortality could have a eniatl adverse effect on our results of operatiorsfanancial condition.

Some of our business segments may also face th@figgemium income due to a large scale busimgsguption caused by a
catastrophe combined with legislative or regulateactions to the event. For example, followingrizanes in 2005, several states suspended
premium payment or precluded insurers from cangedoverage in defined areas. While the premiumslieated were immaterial, a more
serious catastrophe combined with a similar legiisdaor regulatory response could materially impaat ability to collect premiums in
connection with our liabilities and thereby haveaterial adverse effect on our results of operatamd financial condition.

Our ability to manage these risks depends in paduw successful utilization of catastrophic prépand life reinsurance to limit the size
of property and life losses from a single eventaittiple events, and life and disability reinsurarta limit the size of life or disability insurar
exposure on an individual insured life. It also eiegs in part on state regulation that may prohisifrom excluding such risks or from
withdrawing from or increasing premium rates inasatophe-prone areas. As discussed further belatastophe reinsurance for our group
insurance lines is not currently widely availaliibis means that the occurrence of a significardstedphe could materially reduce our
profitability and have a material adverse effecban results of operations and financial condition.

Reinsurance may not be available or adequate totped us against losses, and we are subject to tieditrisk of reinsurers.

As part of our overall risk and capacity managensgrattegy, we purchase reinsurance for certairs tiskierwritten by our variot
business segments. Market conditions beyond ouraatetermine the availability and cost of thensirance protection we purchase.
Reinsurance for certain types of catastrophes génpeould become unavailable for some of our besées and has become more expensive.
Due to these changes in the reinsurance markegxpasure to the risk of significant losses frorture or man-made catastrophes may hinder
our ability to write future business.

As part of our business, we have reinsured celifainproperty and casualty and health risks tosarers. Although the reinsurer is liable
to us to the extent of the ceded reinsurance, maireliable to the insured as the direct insurealbnisks reinsured. As a result, ceded
reinsurance arrangements do not eliminate our atidig to pay claims. We are subject to credit visth respect to our ability to recover
amounts due from reinsurers. Due to insolvencyeesb/underwriting results or inadequate investretatns, our reinsurers may not pay the
reinsurance recoverables that they owe to us grrttey not pay such recoverables on a timely basis.

Our reinsurance facilities are generally subjecrtoual renewal. We may not be able to maintaircatent reinsurance facilities and,
even where highly desirable or necessary, we mapaable to obtain other reinsurance facilitieadequate amounts and at favorable rates. If
we are unable to renew our expiring facilitiesmpbtain new reinsurance facilities, either ourewgiosures would increase or, if we are
unwilling to bear an increase in net exposuresmag have to reduce the level of our underwritinmoatments. Either of these potential
developments could materially adversely affectresults of operations and financial condition.
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We have sold businesses through reinsurance thatld@again become our direct financial and administiive responsibility if the
purchasing companies were to become insolvi

In the past, we have sold businesses through meinse ceded to third parties. For example, in 2005old the insurance operations of
our Fortis Financial Group (“FFG”) division to Thartford Financial Services Group, Inc. (“The Hart”) and in 2000 we sold our Long
Term Care (“LTC”) division to John Hancock Life bmeince Company (“John Hancock”), now a subsididfylanulife Financial Corporation.
Most of the general account assets backing reseniasured with The Hartford and John Hancock a&ld hn trusts that could aid in protecting
us financially if The Hartford or John Hancock wéodfail. However, such trusts have varying prastis regarding how fully funded they are
required to be and how often they must be resttirsdich funded status. Therefore, protection froenttusts is only existent to the extent the
coinsurance trusts are funded at the time of reéraiefault. Aside from the coinsurance, a portibthe assets backing FFG general account
reserves and all of the FFG separate accounts memnadur balance sheet pursuant to modified coamsag arrangements. In addition to the
financial risk, we have the additional risk of bedng responsible for administering these businesstge event of a default by either reinsu
We do not have the administrative systems and ditpehto process this business today. Accordinglg would need to obtain those
capabilities in the event of an insolvency of onenore of the reinsurers of these businesses. Whtrbe forced to obtain such capabilities on
unfavorable terms with a resulting material advexfect on our results of operations and financgaldition.

Due to the structure of our commission program, &ee exposed to the credit risk of some of our ageand our clients in Assurar
Solutions and Assurant Specialty Proper

We advance agents’ commissions as part of our pteimsurance product offerings. These advancea pescentage of the total face
amount of coverage as opposed to a percentage fifshyear premium paid, the formula that is mooenmon in other life insurance markets.
There is a one-year payback provision againstdgleaey if death or lapse occurs within the firstigpplear. In addition, if SCI were unable to
fulfill its payback obligations, this could have adverse effect on our operations and financiaditimm.

In addition, we are subject to the credit riskta# tlients and/or agents with which we contragissurant Solutions and Assurant
Specialty Property. If these parties fail to repayments owed to us or fail to pass on paymentsdbliect on our behalf, it could have an
adverse effect on our results of operations.

A further decline in the manufactured housing markenay adversely affect our results of operationsddimancial condition.

The manufactured housing industry has experiencagréficant decline in both shipments and retalés in the last seven years. The
downturn in the manufactured housing industrylissault of several factors, including the impactegossessions, the lack of retail financing,
reduced resale values, and the consolidations ofifaaturers and lenders of manufactured housinthdryear ended December 31, 2006, our
sales of homeowners’ policies in the manufactu@asing sector comprised 18% of Assurant Speciathpé&rty’s net written premiums. If
these downward trends continue, without diversificaand growth in other manufactured housing pobdines, our results of operations and
financial condition may be adversely affected.

A.M. Best, Mood’s, and S&P rate the financial strength of our insance company subsidiaries, and a decline in theastngs could affect
our standing in the insurance industry and causerogales and earnings to decrease.

Ratings have become an increasingly important fantestablishing the competitive position of insuce companies. A.M. Best ra
most of our domestic operating insurance subsielaNMoody'’s rates six of our domestic operatingiiaace subsidiaries and S&P rates seven
of our domestic operating insurance subsidiariég. fatings reflect A.M. Best’s, Moody'’s, and S&jsinions of our subsidiaries’ financial
strength, operating
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performance, strategic position and ability to nteetr obligations to policyholders. The ratings aot evaluations directed to investors anc
not recommendations to buy, sell or hold our s¢iesri These ratings are subject to periodic revaguA.M. Best, Moody'’s, and S&P, and we
cannot assure you that we will be able to reta@isétratings. For more information on the specifiel ABest, Moody'’s, and S&P ratings of our
domestic operating insurance subsidiaries, sem“lte-Business—Ratings.”

If our ratings are reduced from their current lsvgy A.M. Best, Moody’s, or S&P, or placed underveillance or review with possible
negative implications, our competitive positiortlie respective insurance industry segments codildrsand it could be more difficult for us to
market our products. Rating agencies may take rmttidower our ratings in the future due to, amotiger things the competitive environment
in the insurance industry, which may adverselydafteir revenues, the inherent uncertainty in det@ng reserves for future claims, which
may cause us to increase our reserves for claimagyutcome of pending litigation and regulatoryeistigations, which may adversely affect
financial position and reputation and possible gesrnin the methodology or criteria applied by #ing agencies.

As customers and their advisors place importanceuotrinancial strength ratings, we may lose cusiaand compete less successful
we are downgraded. In addition, ratings impactahility to attract investment capital on favoratdems. If our financial strength ratings are
reduced from their current levels by A.M. Best, Mg, or S&P, our cost of borrowing would likelydrease, our sales and earnings could
decrease and our results of operations and fineoamalition could be materially adversely affected.

Contracts representing approximately 23% of Asdusatutions’ net earned premiums and fee incoméehferyear ended December 31,
2006 contain provisions requiring the applicablessdiaries to maintain minimum A.M. Best financélength ratings ranging from “A” or
better to “B” or better, depending on the contr@uir clients may terminate these contracts or @eéw contracts if the subsidiarieatings fall
below these minimum or other acceptable levels.ddodr ten-year marketing agreement with SCI, AoariMemorial Life Insurance
Company (“AMLIC"), one of our subsidiaries, is rempd to maintain an A.M. Best financial strengtting of “B” or better throughout the te|
of the agreement. If AMLIC fails to maintain thiting for a period of 180 days, SCI may terminhedgreement.

The failure to effectively maintain and modernize@ioinformation systems could adversely affect ourdiness.

Our business is dependent upon the ability to kgefo date with technological advances. This isigaarly important where our
systems, including our ability to keep our systémbsgrated with those of our clients, are critimathe operation of our business. If we do not
update our systems to reflect technological advauecgs or protect our systems, our relationshipsadnility to do business with our clients
may be adversely affected.

Our business depends significantly on effectiverimfation systems, and we have many different inédiom systems for our various
businesses. We must commit significant resourcesatiotain and enhance our existing informationesyst and develop new information
systems in order to keep pace with continuing chkarig information processing technology, evolvinduistry, regulatory and legal standards
and changing customer preferences. A failure totaai effective and efficient information systerasa failure to efficiently and effectively
consolidate our information systems to eliminatturedant or obsolete applications, could have anahtlverse effect on our results of
operations and financial condition. If we do notimt@n adequate systems we could experience adeersequences, including inadequate
information on which to base pricing, underwritiawgd reserving decisions, the loss of existing eusts, difficulty attracting new customers,
customer, provider and agent disputes, regulataglems, such as failure to meet prompt paymengatibns, litigation exposure, or increa
in administrative expenses.

Our management information, internal control améficial reporting systems may need further enhaentsrand development to satisfy
continuing financial and other reporting requiretsesf being a public company.
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Failure to protect our clients’ confidential information and privacy could result in the loss of re@tion and customers, reduction to our
profitability and/or subject us to fines, litigatimand penalties

A number of our businesses are subject to privagylations and to confidentiality obligations. eaxample, the collection and use of
patient data in our Assurant Health and AssurarplByee Benefits segments is the subject of natiandlstate legislation, including the
Health Insurance Portability and Accountability A4HIPAA”), and certain activities conducted by csggments are subject to the privacy
regulations of the Gramm-Leach-Bliley Act. We alsve contractual obligations to protect certainfickemtial information we obtain from our
existing vendors, servicing companies, and cliehitese obligations generally include protectinghstenfidential information to the same
extent as we protect our own confidential inforroator in accordance with laws that govern our ¢iefhe actions we take to protect such
confidential information vary by business segmemt may include, among other things, training anacating our employees regarding our
obligations relating to confidential informatiorgtizely monitoring our record retention plans amg ahanges in state or federal privacy and
compliance requirements, drafting appropriate @mtral provisions into any contract that raiseppatary and confidentiality issues,
maintaining and utilizing appropriately secure atg facilities for tangible records, and limitinccass, as appropriate, to both tangible records
and to electronic information.

In addition, we maintain a comprehensive writteioimation security program with appropriate adntiaigve, technical and physical
safeguards to protect such confidential informatlbwe do not properly comply with privacy and gety laws and regulations that require us
to protect confidential information, we could experce adverse consequences, including loss of messoand related revenue, regulatory
problems (including fines and penalties), losseputation and civil litigation.

See “Risks Related to Our Industrysests of compliance with privacy and security lawald adversely affect our business and resul
operations.”

Our inability to achieve our desired market positi® may be significantly impaired if we do not firmliitable acquisition candidates or new
insurance ventures and even if we do, we may natcassfully integrate any such acquired companiessaccessfully invest in such
ventures, which could have an adverse effect on cesults of operations.

From time to time, we evaluate possible acquisitransactions and the start-up of complementarinbases, and at any given time, we
may be engaged in discussions with respect to lplesscquisitions and new ventures. While our bissmaodel is not dependent upon
acquisitions or new insurance ventures, the tiramé for achieving or further improving upon ouricex market positions can be significantly
shortened through opportune acquisitions or newrarece ventures. Historically, acquisitions and fresurance ventures have played a
significant role in achieving desired market pasit in some, but not all, of our businesses. Noragsse can be given that we will be able to
identify suitable acquisition transactions or irswe ventures, that such transactions will be fisdrand completed on acceptable terms or tha
our future acquisitions or ventures will be suctgs3he process of integrating any companies wadatpiire or investing in new ventures cc
have a material adverse effect on our results efaifpns and financial condition.

In addition, implementation of an acquisition st entails a number of risks, including among othimgs inaccurate assessment of
undisclosed liabilities; difficulties in realizingrojected efficiencies, synergies and cost savifailsire to achieve anticipated revenues, earr
or cash flow; an increase in our indebtedness;adimditation in our ability to access additionap&al when needed. For example, we
recognized a goodwill impairment of $1,260,939 @02 related to an earlier acquisition. Our failto@dequately address these acquisition
risks could materially adversely affect our resolt®perations and financial condition.

The inability of our subsidiaries to pay dividends us in sufficient amounts could harm our abilitp meet our obligations and pay future
stockholder dividends

As a holding company whose principal assets aredpédal stock of our subsidiaries, we rely priryaon dividends and other statutor
permissible payments from our subsidiaries to roaebbligations for payment
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of interest and principal on outstanding debt ddiigns, dividends to stockholders (including anyidénds on our common stock) and
corporate expenses. The ability of our subsidigngsy dividends and to make such other paymaerttsei future will depend on their statutory
surplus, future statutory earnings and regulatesyrictions. Except to the extent that we are ditmewith recognized claims against our
subsidiaries, claims of the subsidiarieggditors, including policyholders, have prioritytvrespect to the assets and earnings of thediahisk
over the claims of our creditors. If any of our sularies should become insolvent, liquidate oeothse reorganize, our creditors and
stockholders will have no right to proceed agaihstassets of that subsidiary or to cause thedadign, bankruptcy or winding-up of the
subsidiary under applicable liquidation, bankruptcyvinding-up laws. The applicable insurance lafvthe jurisdiction where each of our
insurance subsidiaries is domiciled would govem proceedings relating to that subsidiary. The iasoe authority of that jurisdiction would
act as a liquidator or rehabilitator for the sulesigl Both creditors and policyholders of the sdizsy would be entitled to payment in full from
the subsidiary’s assets before we, as a stockholdrird be entitled to receive any distributionnfréhe subsidiary.

The payment of dividends to us by any of our reaa@perating subsidiaries in excess of a certaiouat (i.e., extraordinary dividends)
must be approved by the subsidiary’s domiciliagtestlepartment of insurance. Ordinary dividendswitich no regulatory approval is
generally required, are limited to amounts deteedihy a formula, which varies by state. The fornfatahe majority of the states in which
subsidiaries are domiciled is based on the priar'gestatutory net income or 10% of the statutamphis as of the end of the prior year. Some
states limit ordinary dividends to the greaterh®de two amounts, others limit them to the lesk#rese two amounts and some states exclude
prior year realized capital gains from prior yeat income in determining ordinary dividend capacBgme states have an additional stipule
that dividends may only be paid out of earned sisrdf insurance regulators determine that payroéanh ordinary dividend or any other
payments by our insurance subsidiaries to us (aagrayments under a tax sharing agreement or payrficeremployee or other services)
would be adverse to policyholders or creditors,réglators may block such payments that wouldretise be permitted without prior
approval. No assurance can be given that therenaiilbe further regulatory actions restricting &dity of our insurance subsidiaries to pay
dividends. We may seek approval of regulators fogreidends in excess of any amounts that woulgdrenitted without such approval. If the
ability of insurance subsidiaries to pay dividendsnake other payments to us is materially resttidty regulatory requirements, it could
adversely affect our ability to pay any dividendsaur common stock and/or service our debt andopayther corporate expenses. For more
information on the maximum amount our subsidiaciesld pay us in 2007 without regulatory approvek Sitem 5—Market For Registrants
Common Equity and Related Stockholder Matters—&imui Policy.”

Our credit facilities also contain limitations oarability to pay dividends to our stockholdersvié are in default or such dividend
payments would cause us to be in default of thditcfacilities.
Risks Related to Our Industry
Our business is subject to risks related to litigat and regulatory actions

In addition to the occasional employmr-related litigation to which businesses are subjeetare a defendant in actions arising ou
and are involved in, various regulatory investigasi and examinations relating to, our insurancecdimelr related business operations. We may
from time to time be subject to a variety of legall regulatory actions relating to our current past business operations, including, but not
limited to:

» disputes over coverage or claims adjudication wtialg, but not limited to, pre-existing conditiomsindividual medical contracts;
» disputes regarding sales practices, disclosuresipm refunds, licensing, regulatory compliance emthpensation arrangemer

» disputes with our agents, producers or networkigdeyg over compensation and termination of corgrand related claims;
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» disputes concerning past premiums charged by coegpanquired by us for coverage that may have based on factors such
race;

» disputes relating to customers regarding the atjgremiums to benefits in our various businessrsags;

» disputes alleging packaging of credit insurancelpets with other products provided by financiatitusions;
» disputes relating to certain excess of loss progrienthe London markets;

» disputes with taxation and insurance authoritiggrging our tax liabilities

» disputes relating to certain businesses we havair@chor disposed of;

» periodic examinations of compliance with applicafeléeral securities laws;

« disputes relating to custom’ claims that the customer was not aware of thecfudt of insurance or that insurance was in facid
purchased; an

* industry-wide investigations regarding businesgtizas including, but not limited to, the use ofta# loss mitigation products and
finite risk insurance

The outcome of these actions cannot be predictetna assurances can be given that such acticasyditigation would not materially
adversely affect our results of operations andnftiel condition. In addition, if we were to experie difficulties with our relationship with a
regulatory body in a given jurisdiction, it couldwe a material adverse effect on our ability tddsiness in that jurisdiction.

In addition, plaintiffs continue to bring new typeflegal claims against insurance and related @mgs. Current and future court
decisions and legislative activity may increaseeposure to these types of claims. Multipartylasg action claims may present additional
exposure to substantial economic, hon-economiainitipe damage awards. The loss of even one oéthksms, if it resulted in a significant
damage award or a judicial ruling that was othesvdstrimental, could have a material adverse effeaur results of operations and financial
condition. This risk of potential liability may makeasonable settlements of claims more difficutilitain. We cannot determine with any
certainty what new theories of recovery may evarghat their impact may be on our businesses.

Recently, the insurance industry has experienckstantial volatility as a result of litigation, iestigations and regulatory activity by
various insurance, governmental and enforcemehbaities concerning certain practices within theuirance industry. These practices include
the payment of contingent commissions by insuracepanies to insurance brokers and agents anctet¢o which such compensation has
been disclosed, the solicitation and provisionidftfous or inflated quotes and the use of indueata to brokers or companies in the sale of
group insurance products. In accordance with a-kiagding and widespread industry practice, we Ipaig and continue to pay contingent
commissions to insurance brokers and agents, ghniaour Assurant Employee Benefits segment. AgstiEmployee Benefits follows a
policy of full disclosure consistent with its und&anding of existing regulations in this area. Wehpect to improper sales practices, we have
received inquiries and informational requests finsurance departments in certain states in whichrmauirance subsidiaries operate. We have
conducted an internal review under the supervisiosutside counsel and have confirmed that our eygas have not provided inflated or
fictitious quotes or used improper inducementhiadale of group insurance products in our AssiEargloyee Benefits segment.

Another focus of regulators has been the accoumt@ment for finite reinsurance or other non-tiadal or loss mitigation insurance
products. Some state regulators have made routingries to some of our insurers regarding fingimsurance. Additionally, as part of
ongoing, industry-wide investigations, we receivadous subpoenas and requests from the SEC andhitexd States Attorney for the
Southern District of New York in connection withrigus investigations into certain loss mitigatiogucts and the use of finite risk insurar

24



Table of Contents

We are cooperating fully with these investigatiansl are complying with these requests. We condwategl/aluation of the transactions that
could potentially fall within the scope of the solepas, as defined by the authorities, and havadgedinformation as requested. Based on our
investigation to date, we have concluded that thexe a verbal side agreement with respect to owefeinsurers under our catastrophic
reinsurance program. While management believeghkealifference resulting from the appropriateraléive accounting treatment would be
immaterial to our financial position or resultsagferations, regulators may reach a different caiciu In 2004 and 2003, premiums ceded to
this reinsurer were $2,600 and $1,500, respectiealyl losses ceded were $10,000 and zero, resplgcilihis contract expired in December
2004 and was not renewed. The Audit Committee @Bbard of Directors, with the assistance of indeleat and Company counsel as it
deemed appropriate, also completed its own invatstig of the matters raised by the subpoenas,mgggito respond to inquiries from the
regulatory agencies and otherwise continues ty fudlbperate with the regulatory agencies. The AGdinmittee has not found any
wrongdoing on the part of any of our officers.

We cannot predict at this time the effect that enttitigation, investigations and regulatory aitgiwvill have on the insurance industry or
our business. Given our prominent position in tieurance industry, it is possible that we will bmeosubject to further investigations and h
lawsuits filed against us. Our involvement in anyestigations and lawsuits would cause us to itegal costs and, if we were found to have
violated any laws, we could be required to paydiaad damages, perhaps in material amounts. Iti@ddive could be materially adversely
affected by the negative publicity for the insuramedustry related to any such proceedings, arahlgynew industry-wide regulations or
practices that may result from any such proceedings

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

In each of our lines of business, we compete witieloinsurance companies or service providers, ra#ipg on the line and products,
although we have no single competitor who compagesnst us in all of the business lines in whichoperate. Assurant Solutions and
Assurant Specialty Property have numerous competitotheir product lines, but we believe no otb@mpany participates in all of the same
lines or offers comparable comprehensive capadslitCompetitors for both business segments indhglgance companies, financial
institutions and, in the case of preneed, regiomalrers.

While we are among the largest competitors in tesfrmearket share in many of our business linespme cases there are one or more
major market players in a particular line of busgmedn Assurant Health, we believe the market & atterized by many competitors, and our
main competitors include health insurance compahi&$0s and the Blue Cross/Blue Shield plans indtages in which we write business. In
Assurant Employee Benefits, competitors includecfierand life insurance companies, dental manageel entities and not-for-profit dental
plans.

Competition in our businesses is based on mangrgdncluding quality of service, product featynesce, scope of distribution, scale,
financial strength ratings and name recognition.ddt@pete, and will continue to compete, for custanaad distributors with many insurance
companies and other financial services compani@scdhpete not only for business and individual@ustrs, employer and other group
customers, but also for agents and distributioati@hships. Some of our competitors may offer aatles array of products than our specific
subsidiaries with which they compete in particufearkets, may have a greater diversity of distrimutiesources, may have better brand
recognition, may from time to time have more coritpyet pricing, may have lower cost structures oithwespect to insurers, may have higher
financial strength or claims paying ratings. Sonsyralso have greater financial resources with wheatompete. For example, many of our
insurance products, particularly our group beneiitd health insurance policies, are underwritteruatly and, accordingly, there is a risk that
group purchasers may be able to obtain more fal@tatms from competitors rather than renewing cage with us. The effect of competition
may, as a result, adversely affect the
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persistency of these and other products, as welliaability to sell products in the future. In Asant Solutions, as a result of state and federal
regulatory developments and changes in prior yearain financial institutions are now able toeofé product called debt protection which is
similar to credit insurance and financial instituns are able to affiliate with other insurance cames to offer services similar to our own. This
has resulted in new competitors with significangficial resources entering some of our marketaurAss Solutions currently provides debt
protection administration and as financial instdns gain experience with debt protection admiatgin, their reliance on third party
administrators may diminish.

Moreover, some of our competitors may have a |ldesget for returns on capital allocated to theisibass than we do, which may lead
them to price their products and services lowen thia do. In addition, from time to time, compargeger and exit the markets in which we
operate, thereby increasing competition at timesmthere are new entrants. For example, sevega lasurance companies have recently
entered the market for individual health insurapealucts. We may lose business to competitorsinfferompetitive products at lower prices,
or for other reasons, which could materially adeBraffect our results of operations and financiidition.

In certain markets, we compete with organizatidvas have a substantial market share. In additigth, regard to Assurant Health,
organizations with sizable market share or provimlened plans may be able to obtain favorable firdr@zrangements from health care
providers that are not available to us. Without@un similar arrangements, we may not be able topate effectively in such markets.

New competition could also cause the supply ofriasce to change, which could affect our abilitptice our products at attractive rates
and thereby adversely affect our underwriting rssilithough there are some impediments facingrgitiecompetitors who wish to enter the
markets we serve, the entry of new competitors @tomarkets can occur, affording our customenmsifi@ant flexibility in moving to other
insurance providers.

The insurance industry is cyclical, which may impagur results.

The insurance industry is cyclical. Although no teyales are the same, insurance industry cycles tyically lasted for periods rangi
from two to ten years. The segments of the inswanarkets in which we operate tend not to be catedlto each other, with each segment
having its own cyclicality. Periods of intense pricompetition due to excessive underwriting cagapiriods when shortages of underwriting
capacity permit more favorable rate levels, consagftiuctuations in underwriting results and thewcence of other losses characterize the
conditions in these markets. Historically, insuttease experienced significant fluctuations in ofirgaresults due to volatile and sometimes
unpredictable developments, many of which are béyba direct control of the insurer, including cagtifion, frequency of occurrence or
severity of catastrophic events, levels of capagéneral economic conditions and other factorss fitay cause a decline in revenue at time
the cycle if we choose not to reduce our produicegrin order to maintain our market position, heseaof the adverse effect on profitability of
such a price reduction. We can be expected, thexetim experience the effects of such cyclicalitgd ahanges in customer expectations of
appropriate premium levels, the frequency or séveficlaims or other loss events or other factdfscting the insurance industry that
generally could have a material adverse effectwiresults of operations and financial condition.

The insurance and related businesses in which wermgbe may be subject to periodic negative publicithich may negatively impact our
financial results.

We communicate with and distribute our products sewices ultimately to individual consumers. Thesgy be a perception that some
these purchasers may be unsophisticated and inafi@etsumer protection. Accordingly, from timetitme, consumer advocate groups or the
media may focus attention on our products and sesyithereby subjecting our industries to the pd#giof periodic negative publicity. We
may also be negatively impacted if another comparpne of our industries or in a related industngages in practices resulting in increased
public attention to our businesses. Negative pitplinay also occur as a result of judicial
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inquiries and regulatory or governmental actiorhweéspect to our products, services and industmyneercial practices. Negative publicity
result in increased regulation and legislative woyuwf industry practices as well as increasdddtion or enforcement action by civil and
criminal authorities. Additionally, negative puliticmay increase our costs of doing business andradly affect our profitability by impeding
our ability to market our products and serviceguigng us to change our products or services aneimsing the regulatory burdens under which
we operate.

Ongoing focus by the government and the Nationab&wtion of Insurance Commissioners (“NAIC”) omtaé industry practices,
including but not limited to, broker contingent canssions and finite or financial reinsurance, h@ated negative publicity for some insurers
and the reinsurance industry, including those sepféinsurance covers.

We are subject to extensive governmental laws aaglutations, which increase our costs and could regtthe conduct of our business.

Our operating subsidiaries are subject to extengigalation and supervision in the jurisdictionsiihich they do business. Su
regulation is generally designed to protect theriggts of policyholders, as opposed to stockholaedsother investors. To that end, the laws of
the various states establish insurance departmétitdroad powers with respect to such things as:

» licensing and authorizing companies and agentatwsact busines

» regulating capital and surplus and dividend requemsts;

* regulating underwriting limitations

* regulating companies’ ability to enter and exit keds;

* imposing statutory accounting requirements and alnstatement disclosure

» approving policy forms and mandating certain inaaeabenefits;

» restricting companies’ ability to provide, termieatr cancel certain coverages;
* regulating premium rates, including the abilityinorease or maintain premium rat
» regulating trade and claims practices;

» regulating certain transactions between affilia

» regulating the content of disclosures to consumers;

* regulating the type, amounts and valuation of itmesits;

* mandating assessments or other surcharges forrguduads and the ability to recover such assestnerthe future through
premium increases; at

» regulating market conduct and sales practicessnfrérs and agent

Our non-insurance operations and certain aspeasrdhsurance operations are subject to fedexhktate regulation including state and
federal consumer protection laws. Similarly, owefgn subsidiaries are subject to legislation & ¢buntries in which they are domiciled. We
face the challenge of conducting business in aimational setting with varying regulations.

Assurant Health is also required by some jurisdietito provide coverage to persons who would Hwretise be considered eligible by
insurers. Each of these jurisdictions dictatesypes of insurance and the level of coverage thatine provided to such involuntary risks. (
share of these involuntary risks is mandatory asmegally a function of our respective share ofibleintary market by line of insurance in e
jurisdiction. Assurant Health is exposed to sorsk df losses in connection with mandated partigdpein such
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programs in those jurisdictions in which they &ik affective. HIPAA requires certain guarantesduance and renewability of health insur:
coverage for individuals and small groups (gengi@ll or fewer employees) and limits exclusions Hase pre-existing conditions. See also
“—Risks Related to Our Industry—Costs of compliamgth privacy and security laws could adverselyeaffour business and results of
operations.” If regulatory requirements impede abitity to raise premium rates, utilize new polfoyms or terminate, deny or cancel coverage
in any of our businesses, our results of operatémisfinancial condition could be materially adetysaffected.

The capacity for an insurance company’s growthreémpums is in part a function of its statutory dugp Maintaining appropriate levels
of statutory surplus, as measured by Statutory Ating Practices (“SAP”) and procedures, is conrsidémportant by insurance regulatory
authorities and the private agencies that raterémsuclaimspaying abilities and financial strength. Failuremaintain certain levels of statutc
surplus could result in increased regulatory soyuéind enforcement, action by regulatory autharitiea downgrade by rating agencies.

We may be unable to maintain all required licersses approvals and our business may not fully comjitly the wide variety of
applicable laws and regulations or the relevarti@ity’s interpretation of the laws and regulatioAtso, some regulatory authorities have
relatively broad discretion to grant, renew or favticenses and approvals. If we do not have thaisée licenses and approvals or do not
comply with applicable regulatory requirements, ittgirance regulatory authorities could precludeeorporarily suspend us from carrying on
some or all of our activities or monetarily penalizs. That type of action could materially adverséfect our results of operations and
financial condition.

Changes in regulation may reduce our profitabilignd limit our growth.

Legislation or other regulatory reform that incremhe regulatory requirements imposed on us octienges the way we are able to do
business may significantly harm our business arltesf operations in the future. For example, setages have imposed new time limits for
the payment of uncontested covered claims andmegeilth care and dental service plans to payest®n uncontested claims not paid
promptly within the required time period. Some atatave also granted their insurance regulatomycie additional authority to impose
monetary penalties and other sanctions on heattldantal plans engaging in certain unfair paymeattres. If we were to be unable for any
reason to comply with these requirements, it coedallt in substantial costs to us and may matgraiversely affect our results of operations
and financial condition.

Legislative or regulatory changes that could sigaiitly harm us and our subsidiaries include, beitreot limited to:

» legislation that holds insurance companies or masi@are companies liable for adverse consequeficesdical or dental decisions;
» limitations or imposed reductions on premium lev@lshe ability to raise premiums on existing pi@s;

* increases in minimum capital, reserves and otmanttial viability requirements;

» impositions of fines, taxes or other penaltiesifimproper licensing, the failure to promptly payioia, however defined, or oth
regulatory violations

* increased licensing requirements;
» prohibitions or limitations on provider financialdentives and provider ri-sharing arrangement
» imposition of more stringent standards of reviewof coverage determinations;

* new benefit mandate
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* increased regulation relating to the use of astioomand trusts in the sale of individual heatturance

« limitations on our ability to build appropriate pider networks and, as a result, manage healthareteutilization due todny willing
provide” legislation, which requires us to take any providéling to accept our reimburseme

« limitations on the ability to manage health card atilization due to direct access laws that allogureds to seek services direc
from specialty medical providers without referrgldprimary care provider; ar

» restriction of solicitation of preneed insuranca@samers by funeral board laws.

In recent years, the state insurance regulatorgdveork has come under increased federal scrutidysame state legislatures have
considered or enacted laws that may alter or iserstate authority to regulate insurance compamdsnsurance holding companies. Further,
the NAIC and state insurance regulators are re-g¥agexisting laws and regulations, specificalbgfising on modifications to holding
company regulations, interpretations of existingdand the development of new laws. Although th&. federal government does not directly
regulate the insurance business, changes in fdegislation and administrative policies in sevenadas could significantly impact the
insurance industry and us. Federal legislationadinistrative policies in areas such as emplogeeefit plan regulation, financial services
regulation and federal taxation can reduce ouriadafity. Additionally, there have been attempysthe NAIC and several states to limit the
use of discretionary clauses in policy forms. Thmieation of discretionary clauses could increase costs under our life, health and disab
insurance policies. New interpretations of existengs and the passage of new legislation may hamaloility to sell new policies and incree
our claims exposure on policies we issued prevjousl

A number of legislative proposals have been madieeafederal level over the past several yearsdbiald impose added burdens on
Assurant Health. These proposals would, among ¢tiregs, mandate benefits with respect to certaaases or medical procedures, require
plans to offer an independent external review ofate coverage decisions, establish associatiolithpkans for small businesses, and establish
a national health insurance program. Any of thespgsals, if implemented, could adversely affeatresults of operations or financial
condition. Federal changes in Medicare and Medittsat reduce provider reimbursements could havathegimplications for the private
sector due to cost shifting. State small employeug and individual health insurance market refotoniscrease access and affordability could
also reduce profitability by precluding us from eggriately pricing for risk in our individual andn&ll employer group health insurance
policies.

With respect to Assurant Specialty Property, fedegislative proposals regarding National CatgstelInsurance, if adopted, could
reduce the business need for some of the propedygasualty related products provided by Assuragecilty Property.

The NAIC has adopted the Annual Financial Reporkitagiel Act (which prior to revision was known ag thlodel Audit Rule), that,
when adopted by states, will impose internal cdstsonilar to those mandated by Section 404 of3hghanes-Oxley Act of 2002 (which we
refer to as SOX 404), with some differences fourasce companies. The latest date of adoption bystate, as prescribed by the NAIC, is
2010. These SOX 404 type controls will add an @olukitl layer of internal review for insurer finankcsatements and subject insurers to var
levels of review by state insurance regulatorss Tould result in potential exposure for fines pedalties for non-compliance. In addition, the
NAIC is considering changes in statutory accoungirigciples, which may negatively impact insureraficial reporting requirements and
profitability of insurance operations on a statytbasis.

Additionally, the Attorney General of Mississipmdinitiated legal actions against a number ofdangurers to invalidate or interpret the
flood exclusion in various insurance policies offfaane-affected
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claimants, so as to require coverage for losses frarricane floods and tidal waves. The named ersuare contesting such action. Although
none of the Assurant companies has been spegfficaihed as defendants, the lawsuit names as unkdefendants, “any business entity
qualified to do business in the State of Missisisigipo offered insurance, similar to the named iessirto the detriment of the citizens of the
State.” As a result, if any of our companies areheined to be a defendant and the MississippirA&p General prevails, this could result in
negative publicity or have a materially adverse@ffon our current financial results as well asrfeipricing and profitability.

We cannot predict with certainty the effect anygmeed or future legislation, regulations or NAl@iatives may have on the conduct of
our business. The insurance laws or regulationptadmr amended from time to time may be moreiotiste or may result in materially high
costs than current requirements.

It is difficult to predict the effect of the curreimvestigations in connection with insurance intdpgractices. See the preceding section
entitled “—Our business is subject to risks reldtetitigation and regulatory actions.”

Costs of compliance with privacy and security laesuld adversely affect our business and resultopérations.

State privacy laws, particularly those w*opt-in” clauses, or provisions that enable an individualézt information sharing instead
being automatically included, can affect all ousinesses. These laws make it harder for our daéfdidusinesses to share information for
marketing purposes, such as generating new salds &nd participating in joint marketing arrangetsen

Similarly, the federal and various state “do ndic#y lists could pose a litigation risk to Assurant Simns. Even an inadvertent failure
comply with consumers’ requests to be added tddbenot solicit” list could result in litigation.

HIPAA and the implementing regulations that haverbadopted impose obligations for issuers of heaithdental insurance coverage
and health and dental benefit plan sponsors. HIRKA establishes requirements for maintaining thdidentiality and security of individual
identifiable health information and standards flecgonic health care transactions. The DepartroEhtealth and Human Services promulge
final HIPAA regulations in 2002. The privacy regtites required compliance by April 2003, the eleoic transactions regulations by October
2003 and the security regulations by April 2005efEhare new provisions relating to the NationavRter Identification Number that our hee
and dental businesses are working to comply witMby 2007. As have other entities in the healtke ¢gadustry, we have incurred and will
continue to incur substantial costs in complyinghwvthe requirements of the HIPAA regulations.

HIPAA is far-reaching and complex and proper intetation and practice under the law continue tdvevdConsequently, our efforts to
measure, monitor and adjust our business pradticeemply with HIPAA are ongoing. Failure to compljth HIPAA could result in
regulatory fines and civil lawsuits. Knowing andentional violations of these rules may also resufederal criminal penalties.

Beginning in early 2005, several large organizaibacame subjects of intense public scrutiny duegio-profile data security breaches
involving sensitive financial and health informattidhese events focused national attention onitgeheft and the duty of organizations to
notify impacted consumers in the event of a datarsty breach. Several federal bills are pendin@dmgress and currently 27 states have
passed legislation requiring customer notificafiothe event of a data security breach. Most dtats take their lead from recently enacted
California Civil Code Section 1798.82, which regsitbusinesses that conduct business in Califasrdéstlose any breach of security to any
resident whose unencrypted data is believed to haga disclosed. Several significant legal, openatiand reputational risks exist with regard
to data breach and customer notification. Federlemption relating to this issue may reduce oung@nce costs. Nonetheless, a breach of
data security requiring public notification canuksn regulatory fines, penalties or sanctionsijldawsuits, loss of reputation, loss of custon
and reduction of our profitability.
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Risks Related to Our Relationship with Fortis

Fortis continues to be a significant stockholder tife Company, which gives them the right to registeeir shares and the ability t
influence the market price of our stock.

Sales of a substantial number of shares of our camstock, or the perception by the market thatetszdes could occur, could cause
market price of our common stock to decline or daubke it more difficult for us to raise funds thgh the sale of equity in the future. Fortis
owned 22,999,130 shares of our common stock agoémber 31, 2006, or approximately 19% of our aatting common stock. All of these
shares are subject to the terms of the exchangbablis, due January 26, 2008, that were sold bysFmmcurrently with the closing of our
secondary offering on January 21, 2005. Howevettig-could choose not to exchange its shares btnds. If the exchangeable bonds are
not exchanged for shares of our common stock, $-oatilld retain its existing ownership interestim Gompany. In that case, under the terms
of a Registration Rights Agreement, dated as ofl=aly 10, 2004, as amended on January 10, 2008s Rayuld have the right to affect the
registration of such shares of our common stoclimgathem freely tradable in the public market.eSabf a large number of these shares by
Fortis at any time could have an adverse effe¢chermarket price of our common stock. Additionalgrtis would continue to be represented
on our Board of Directors.

Because Fortis Bank operates U.S. branch officeg, are subject to regulation and oversight by thedéeal Reserve Board under the Bait
Holding Company Act“BHCA").

Fortis Bank S.A./N.V.“Fortis Banl"), which is a company in the Fortis Group, obtainegrapal in 2002 from state banking authorit
and the Board of Governors of the Federal Reseys&eB (“Federal Reserve”) to establish branch effimn Connecticut and New York. By
virtue of the opening of these offices, the FOB®up’s operations and investments (including tbeis Group’s investment in us) became
subject to the nonbanking prohibitions of Secticof the BHCA. Except to the extent that a BHCA eption or authority is available,

Section 4 of the BHCA does not permit foreign bagkorganizations with U.S. branches to own more 8% of any class of voting shares or
otherwise to control any company that conducts censial activities, such as manufacturing, distridaitof goods or real estate development.

To broaden the scope of activities and investmgettsiissible for the Fortis Group and us, the Fd@stisup in 2002 notified the Federal
Reserve of its election to be a “financial holdoampany” for purposes of the BHCA and the FedeesdRve’s implementing regulations in
Regulation Y. As a financial holding company, thets Group may own shares of companies engagaditivities in the United States that are
“financial in nature,” “incidental to such finantiactivity” or “complementary to a financial actiyi” Activities that are “financial in nature”

include, among other things:
» insuring, guaranteeing or indemnifying against |6esm, damage, illness, disability or death, @vjating and issuing annuities; a

* acting as principal, agent or broker for purpodab® foregoing.

In connection with Fortis Bank’s establishment oSUbranches, staff of the Federal Reserve inquaiseth whether certain of our
activities are financial in nature under Sectiok) 4f the BHCA. In light of the Fortis Group’s camhplated divestiture of our shares, this
inquiry was suspended at the Fortis Group’s andequiest. To the extent that any of our activitieght be deemed not to be financial in
nature under Section 4(k), the Fortis Group may o@l an exemption in Section 4(a)(2) of the BHCAtthermits the Fortis Group to continue
to hold interests in companies engaged in act&itiat are not financial in nature for an initiakjpd of two years and, with Federal Reserve
approval for each extension, for up to three addél oneyear periods. The Federal Reserve also has theetistto permit the Fortis Group
hold such interests after the five-year period ur@etain provisions other than Section 4(a)(2)e Titial twoyear period under Section 4(a)
expired on December 2, 2004. The first one-yeagresibn expired on December 2, 2005 and the seauey@ar extension expired on
December 2, 2006. The Fortis Group has obtaineatlditional one-year extension of the divestiture
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period through December 2, 2007, and has inforihed-ederal Reserve that the divestiture is schddalbe completed early in 2008. Further,
the Fortis Group has committed to notify the FedReserve within 10 days of the consummation ofdivestiture.

The Federal Reserve has jurisdiction under the Blad@e all of the Fortis Group’s direct and indirétS. subsidiaries. We and our
subsidiaries will be considered subsidiaries offbgis Group for purposes of the BHCA so longhasFortis Group owns 25% or more of any
class of our voting shares or otherwise controlsas been determined to have a controlling infleemeer us within the meaning of the BHCA.
The Federal Reserve could take the position tleaEtrtis Group continues to control us until thetiBaGroup reduces its ownership to less
5% of our voting shares. So long as the Fortis @m@antrols us for purposes of the BHCA, the FedReslerve could require us immediately to
discontinue, restructure or divest any of our ofiena that are deemed to be impermissible undeBH@A, which could result in reduced
revenues, increased costs or reduced profitalbditys.

Risks Related to Our Common Stock

Applicable laws and our certificate of incorporatioand by-laws may discourage takeovers and business comimnatthat our stockholder
might consider in their best interests.

State laws and our certificate of incorporation ag-laws may delay, defer, prevent or render morediffia takeover attempt that c
stockholders might consider in their best interdsts instance, they may prevent our stockholdemn freceiving the benefit from any premii
to the market price of our common stock offerechliyidder in a takeover context. Even in the absehegtakeover attempt, the existence of
these provisions may adversely affect the prevgifirarket price of our common stock if they are \eevas discouraging takeover attempts in
the future.

State laws and our certificate of incorporation agdaws may also make it difficult for stockholdep replace or remove our directors.
These provisions may facilitate director entrenchinehich may delay, defer or prevent a changeuincontrol, which may not be in the best
interests of our stockholders.

The following provisions in our certificate of ingmration and by-laws have anti-takeover effects may delay, defer or prevent a
takeover attempt that our stockholders might casia their best interests. In particular, our ifiegte of incorporation and by-laws:

« permit our Board of Directors to issue one or mewges of preferred stock;

» divide our Board of Directors into three class

» limit the ability of stockholders to remove dirextp

» except for Fortis, prohibit stockholders from fidj vacancies on our Board of Directc

» prohibit stockholders from calling special meetingstockholders and from taking action by writtemsent;

* impose advance notice requirements for stockhgidiposals and nominations of directors to be camsitiat stockholder meeting

» subject to limited exceptions, require the approfalt least tw-thirds of the voting power of our outstanding calttock entitled t
vote on the matter to approve mergers and consigidaor the sale of all or substantially all of @ssets; an

» require the approval by the holders of at leasttwins of the voting power of our outstanding ¢abstock entitled to vote on the
matter for the stockholders to amend the provisafraur by-laws and certificate of incorporatiorsdebed in the second through
seventh bullet points above and this supermajpridyision.

In addition, Section 203 of the General Corporatiaw of the State of Delaware may limit the abilifiyan “interested stockholder” to
engage in business combinations with us. An intedestockholder is defined to include persons ogiif% or more of our outstanding voting
stock.
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Applicable insurance laws may make it difficult &ffect a change of control of our Compan

Before a person can acquire control of an insuranogpany in the U.S. and certain other countrigey ritten approval must b
obtained from the insurance commissioner of thisgistion where the insurer is domiciled. For exéangenerally, state statutes provide that
control over a domestic insurer is presumed totéxésy person, directly or indirectly, owns, cois, holds with the power to vote, or holds
proxies representing, 10% or more of the votingigées of the domestic insurer. However, the StdtElorida, in which certain of our
insurance subsidiaries are domiciled, defines obag 5% or more. Because a person acquiring 5&tooe of our common stock would
indirectly control the same percentage of the stfabur Florida subsidiaries, the insurance chasfgmntrol laws of Florida would apply to
such transaction and at 10%, the laws of many cttates would likely apply to such a transactiammRo granting approval of an application
to acquire control of a domestic insurer, a staseiiance commissioner will typically consider siattors as the financial strength of the
applicant, the integrity of the applicant’s boafdlwectors and executive officers, the applicaptans for the future operations of the domestic
insurer and any anti-competitive results that nrégeafrom the consummation of the acquisition aftool.

Our stock and the stocks of other companies in theurance industry are subject to stock price ameding volume volatility.

From time to time, the stock price and the numbieshares traded of companies in the insurance tndagperience periods of significe
volatility. Company-specific issues and developraeg@nerally in the insurance industry and in tigeiletory environment may cause this
volatility. Our stock price may fluctuate in respeno a number of events and factors, including:

» quarterly variations in operating resul

* natural disasters, terrorist attacks and epidemics;

» changes in financial estimates and recommendalipsecurities analyst

» operating and stock price performance of other amgs that investors may deem comparable;

» press releases or publicity relating to us or aumgetitors or relating to trends in our mark

» regulatory changes and adverse outcomes fromtlgigand government or regulatory investigations;
» sales of stock by insiders;

» changes in our financial strength ratin

» limitations on premium levels or the ability tosaipremiums on existing policies; and

* increases in minimum capital, reserves and othantial viability requirement:

In addition, broad market and industry fluctuatiomsy adversely affect the trading price of our camnrstock, regardless of our actual
operating performance.
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Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

We own seven properties, including five buildingattserve as headquarters locations for our operatisiness segments and |
buildings that serve as operation centers for Asgusolutions and Assurant Specialty Property. As#LUSolutions and Assurant Specialty
Property share headquarters buildings located amMiFlorida and Atlanta, Georgia and Assurant &iydProperty has operation centers
located in Florence, South Carolina and Springfi@ltio. Assurant Solution’s preneed business adsoshheadquarters building in Rapid City,
South Dakota. Assurant Employee Benefits has adusatkrs building in Kansas City, Missouri. Assurdealth has a headquarters buildin
Milwaukee, Wisconsin. We lease office space foiowes offices and service centers located througtimitUnited States and internationally,
including our New York corporate office and ouralaenter in Woodbury, Minnesota. Our leases hawesteanging from month-to-month to
twenty-five years. We believe that our owned aradédel properties are adequate for our current basimgerations.

Item 3. Legal Proceedings

We are regularly involved in litigation in the ondiry course of business, both as a defendant aaglantiff. We may from time to tim
be subject to a variety of legal and regulatoryomst relating to our current and past businessatipers. While we cannot predict the outcome
of any pending or future litigation, examinationilovestigation and although no assurances candem give do not believe that any pending
matter will have a material adverse effect inditiyior in the aggregate on our financial positaresults of operations.

As part of ongoing, industry-wide investigationg thave received various subpoenas and requestsHeoBEC and the United States
Attorney for the Southern District of New York iomnection with various investigations into certlmiss mitigation products and the use of
finite risk insurance. We are cooperating fullymihese investigations and are complying with thegeests.

We conducted an evaluation of the transactionscatd potentially fall within the scope of the palenas, as defined by the authorities,
and have provided information as requested. Basazlininvestigation to date, we have concludedtthere was a verbal side agreement with
respect to one of our reinsurers under our cafasicaeinsurance program. While management belithetshe difference resulting from the
appropriate alternative accounting treatment wésldmmaterial to our financial position or resulfsoperations, regulators may reach a
different conclusion. In 2004 and 2003, premiuneckto this reinsurer were $2,600 and $1,500, mtisiedy, and losses ceded were $10,000
and zero, respectively. This contract expired icéeber 2004 and was not renewed.

The Audit Committee of the Board of Directors, wille assistance of independent and Company coassetleemed appropriate, also
completed its own investigation of the mattersadiby the subpoenas, continues to respond to irgdilom the regulatory agencies and
otherwise continues to fully cooperate with theulagpry agencies. The Audit Committee has not foamg wrongdoing on the part of any of
our officers.

We believe, based on information currently avadalthat the amounts accrued for currently outstandisputes are adequate. The
inherent uncertainty of arbitrations and lawsdits|uding the uncertainty of estimating whether aejtlements we may enter into in the future,
would be on favorable terms, makes it difficulpr@dict the outcomes with certainty.

Item 4. Submission of Matters to a Vote of Security Holders
No matter was submitted to a vote of the stockhsldé Assurant, Inc. during the fourth quarter 608.
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PART II

Item 5. Market of Registrant’s Common Equity, Related Stbehder Matters and Issuer Purchases of Equity Seities
Stock Performance Graph

The following chart compares the total stockholddurns (stock price increase plus dividends) ancommon stock from February
2004 (the date of the initial public offering ofracommon stock) through December 31, 2006 withidoted stockholder returns for the S&P 400
Midcap Index, as the broad equity market index, thedS&P 400 Multi-Line Insurance Index and S&P BO@ti-Line Insurance Index, as the
published industry indexes. The graph assumedtibatalue of the investment in the common stockeawh index was $100 on February 4,
2004 and that all dividends were reinvested.
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Company / Index
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Company / Index

Assurant Inc

S&P 400 Midcap Inde:
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S&P 400 Mult-line Insurance Inde

Common Stock Price

Total Return To Stockholders
(Includes reinvestment of dividends)

INDEXED RETURNS
Base Six Months Ending
Period
2/4/04  6/30/04  12/31/04 6/30/05 12/31/05 6/30/06  12/31/06
10C 120.2¢ 139.9¢ 166.0¢ 200.87 224.4( 257.1i
10C 104.9¢ 115.27 119.7: 129.7¢ 135.2¢ 143.1:
10C 102.8¢ 97.2C 89.5¢ 105.7: 95.8( 113.7:
10C 104.1: 107.8C 118.6: 128.8¢ 134.7. 156.9:
RETURN PERCENTAGE

Six Months Ending
6/30/04  12/31/04  6/30/05 12/31/05  6/30/06  12/31/06
20.2¢ 16.3¢ 18.6¢ 20.9t 11.71 14.5¢
4.9¢ 9.8( 3.8 8.3¢ 4,24 5.8¢
2.84 -5.4¢ -7.8¢  18.0¢ -9.3¢  18.7:
4.1z 3.54 10.0¢ 8.6t 4.51 16.4¢

Our common stock is listed on the NYSE under thatsyl “AlZ". The following table sets forth the high and lowa&uay sales prices f
share of our common stock as reported by the NYSBEhE periods indicated.

Year Ended December 31, 200

First Quartel
Second Quarte
Third Quartel
Fourth Quarte

Year Ended December 31, 200

First Quartel
Second Quarte
Third Quartel
Fourth Quarte

Equity Compensation Plan Information

Dividends

High Low
$49.8( $42.8( $ 0.0¢
$51.6¢ $45.1:2 $ 0.1C
$54.1( $46.7: $ 0.AC
$56.7¢ $52.2( $ 0.1C
Dividends

High Low
$35.01 $29.7(C $ 0.07
$36.41 $31.9( $ 0.0¢
$38.9¢ $35.6( $ 0.0¢
$44.6¢ $35.7¢ $ 0.0¢

The following table shows aggregate informationpBBecember 31, 2006, with respect to compensaians under which equity
securities of Assurant are authorized for issuance.

Plan Category

Equity Compensation Plans Approved by Sect
Holders

Equity Compensation Plans Not Approved
Security Holder:

Total

(@

Number of Securities
to be Issued Upon
Exercise of
Outstanding Options,
Warrants and Rights

2,574,65!

2,574,65!
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(b)
Weighted-Average
Exercise Price of
Outstanding Options,
Warrants and Rights

$ 32.3¢

$ 32.3¢

(©)

Number of Securities
Remaining Available
for Future Issuance

Under Equity
Compensation Plans
(Excluding Securities

Reflected
in Column (a))

7,332,25

7,332,25
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Holders
On February 15, 2007, there were approximatelyrégistered holders of record of our common stotle @losing price of our commc
stock on the NYSE on February 15, 2007 was $54.64.

Shares Repurchased

Total Number of Maximum Number
Shares Purchased ¢
of Shares that may

Total Number : Part of Publicly
Average Price
: A d Pl t be Purchased
of Shares Paid per Share protneed Tans 0 u):lederetheulr:slaﬁzeor
Period in 2006 Purchased Programs Programs (1)
January - January 3: 450,20( $ 44.3: 450,20( 8,183,43!
February + February 2¢ 416,60( $ 44 4¢ 416,60( 7,868,90!
March 1- March 31 550,00( $ 46.3¢ 550,00( 6,735,80:
Total first quarter 1,416,801 $ 45.1% 1,416,801
April 1 — April 30 475,00( $ 48.8¢ 475,00( 6,405,06!
May 1- May 31 475,00( $ 49.9( 475,00( 5,827,14!
June 1~ June 3( 1,190,001 $ 47.67 1,190,001 4,712,97:
Total second quarter 2,140,00! $ 48.4: 2,140,00!
July 1-July 31 1,040,001 $ 48.21 1,040,001 3,694,68.
August 1- August 31 1,101,001 $ 50.1¢ 1,101,001 2,386,222
September — September 3 940,00( $ 52.9¢ 940,00( 1,366,77!
Total third quarter 3,081,00! $ 50.3¢ 3,081,00!
October 1- October 31 1,030,001 $ 53.8¢ 1,030,001 332,46¢
November - November 3( 430,10( $ 54.7¢ 430,10( 10,806,79
December = December 3: 366,31¢ $ 55.6¢ 366,31¢ 10,381,09
Total fourth quarter 1,826,411 $ 54 .4¢ 1,826,411

Total through December 8,464,221 8,464,221 10,381,09

(1) On November 11, 2005, the Comp’s Board of Directors approved a stock repurchasgram under which the Company co
repurchase $400,000 of its outstanding stock. OveNder 21, 2006, the Company reached the $400t086hold under this program.
On November 10, 2006, the Company’s Board of Dinecapproved another stock repurchase program wyvtdeh the Company may
repurchase up to an additional $600,000 of itstantsng common stocl

Dividend Policy

On February 15, 2007, we announced that our Bobdrectors declared a quarterly dividend of $0pE® common shares payable on
March 12, 2007 to stockholders of record as of &atyr 26, 2007. We paid dividends of $0.08 per comstrare on March 7, 2006, $.10 per
common share on June 13, 2006, $.10 per commoa shaeptember 12, 2006 and $.10 per common shddecember 11, 2006. Any
determination to pay future dividends will be at ttiscretion of our Board of Directors and will de&pendent upon: our subsidiaries’ payment
of dividends and/or other statutorily permissibég/ments to us; our results of operations and dasisf our financial position and capital
requirements; general business conditions; any,lemg regulatory and contractual restrictionstiosm payment of dividends; and any other
factors our Board of Directors deems relevant.

We are a holding company and, therefore, our ghiditpay dividends, service our debt and meet therambligations depends primarily
on the ability of our regulated U.S. domiciled iremuce subsidiaries to pay dividends
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and make other statutorily permissible paymentsstdOur insurance subsidiaries are subject tofgigni regulatory and contractual restricti
limiting their ability to declare and pay dividen®ee “ltem 1A—Risk Factors—Risks Relating to Oonpany—The inability of our
subsidiaries to pay dividends to us in sufficiembants could harm our ability to meet our obligati@nd pay future stockholder dividends.”
For the calendar year 2007, the maximum amounividehds that our regulated U.S. domiciled insueasgbsidiaries could pay to us under
applicable laws and regulations without prior regoity approval is approximately $476,070. Dividemase paid by our subsidiaries totaling
$554,270 through December 31, 2006.

We may seek approval of regulators to pay dividenaxcess of any amounts that would be permittitidont such approval. However,
there can be no assurance that we would obtainapmfoval if sought.

In addition, payments of dividends on the sharesoaimon stock are subject to the preferential sigtfitpreferred stock that our Board of
Directors may create from time to time. For morfeimation regarding restrictions on the paymerdigfdends by us and our insurance
subsidiaries, including pursuant to the terms afreuolving credit facilities, see “ltem 7—Managemis Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity arap@al Resources.”

In addition, our $500,000 senior revolving creditifity restricts payments of dividends in the eviliat an event of default under the
facility has occurred or a proposed dividend paymesuld cause an event of default under the facilit
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Item 6. Selected Financial Data

Five-Year Summary of Selected Financial Data Assurd, Inc.

Consolidated Statement of Operations Data:

Revenue:

Net earned premiums and other considerat

Net investment incom

Net realized gains (losses) on investme¢
Amortization of deferred gain on disposal of bussex
(Loss)/Gain on disposal of busines

Fees and other incon

Total revenue

Benefits, losses and expens

Policyholder benefit

Amortization of deferred acquisition costs and eatfi businesses acquir
Underwriting, general and administrative exper

Interest expens

Distributions on mandatorily redeemable preferrecusities

Interest premium on redemption of preferred seies

Total benefits, losses and expen
Income before income taxes and cumulative effechahge in accounting

principle
Income taxe:

Net income before cumulative effect of change icoanting principle
Cumulative effect of change in accounting princifdle

Net income (loss

Earnings per share:

Basic

Net income before cumulative effect of change icoanting principle
Cumulative effect of change in accounting princ

Net income (loss

Diluted
Net income before cumulative effect of change icoanting principle
Cumulative effect of change in accounting princiflg

Net income (loss

Dividends per shar

Share Data:
Weighted average shares outstanding used in pex shkulation:
Plus: Dilutive securitie

Weighted average shares used in diluted per shérelations

As of and for the years ended December 3

2006 2005 2004 2003 2002
(in thousands, except share amounts and per sharaiz)

$ 6,843,77! $ 6,520,79 $ 6,482,87 $ 6,156,77. $ 5,681,59
736,68t 687,25 634,74¢ 607,31: 631,82¢
111,86! 8,23t 24,30¢ 1,86¢ (118,373
37,30( 42,50¢ 57,63: 68,277 79,80:

— — (9,237) — 10,67

340,95¢ 238,87¢ 220,38t 241,98t 246,67!
8,070,58: 7,497,67 7,410,71. 7,076,21! 6,532,201
3,538,94 3,707,80! 3,839,76! 3,657,76: 3,435,17!
1,185,11: 926,60¢ 820,45t 834,66:. 732,01(
2,189,53! 2,146,39: 2,155,98 2,004,48. 1,876,22:

61,24: 61,25¢ 56,41¢ 1,17¢ —

— — 2,16 112,95¢ 118,39¢

— — — 205,82: —
6,974,84. 6,842,06 6,874,78 6,816,86. 6,161,80:
1,095,74: 655,60t 535,92¢ 259,35 370,39
379,87 176,25: 185,36¢ 73,70¢ 110,65
715,87 479,35! 350,56( 185,65: 259,74(
1,547 — — — (1,260,93)
$  717,41¢ $  479,35! $ 350,56l $  185,65: $ (1,001,19)
I I I I I
$ 5.65 $ &5 $ 252 $ 1.7¢C $ 2.3¢
0.01 — — — (11.5)
$ 5.6€ $ 85% $ 2,52 $ 1.7¢C $ (9.17)
$ 5.5€ $ 3.5C $ 2.5 $ 1.7¢C $ 2.3¢
0.01 — — — (11.5%)
$ 5.57 $ 3.5C $ 252 $ 1.7¢C $ (9.19)
$ 0.3¢ $ 0.31 $ 0.21 $ 1.6€ $ 0.3¢
126,846,99 135,773,55 138,358,76 109,222,27 109,222,27

1,965,82: 1,171,75 108,79 — —
128,812,81 136,945,31 138,467,56 109,222,27 109,222,27

39




Table of Contents

As of and for the years ended December 3

2006 2005 2004 2003 2002

(in thousands, except share amounts and per sharata)
Selected Consolidated Balance Sheet Dal

Cash and cash equivalents and investrr $ 1341681 $ 13,371,39 $ 1295512 $ 12,302,58 $ 10,694,77
Total asset $ 2516514 $ 2536545 $ 24,548,110 $ 24,09344 $ 22,257,69
Palicy liabilities (2) $ 1460840 $ 14,39169 $ 1347171 $ 1293266 $ 12,388,62
Debt $ 971,77: % 971,69 $ 971,61, $ 1,750,000 $ =
Mandatorily redeemable preferred securi $ — $ — $ — $ 196,22: $  1,446,07.
Mandatorily redeemable preferred stc $ 22,16( $ 24,16 $ 24,16 $ 24,16( $ 24,66(
Total stockholde's equity $ 383259 $ 369955 $ 3,63543 $ 2632100 $ 2,555,05
Per Share Dat:

Total book value per share ( $ 312¢  $ 283: % 26.01 $ 2410  $ 23.3¢

(1) OnJanuary 1, 2006, we adopted FAS 123R. Asalt; we recognized a cumulative adjustment dd4.,On January 1, 2002, we adopted FAS 142. Asutr we recognized a non-
cash goodwill impairment charge of $1,260,¢

(2) Policy liabilities include future policy benefited expenses, unearned premiums and claims anditsgresfable

(3) Total stockholders’ equity divided by the basi@res of common stock outstanding. At Decembg@16, 2005 and 2004 there were 122,618,317, 2334 and 139,766,177
shares, respectively, of common stock outstandin@ecember 31, 2003 and 2002, there were 109,Z8%Bares of common stock outstand

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations.

The following discussion and analysis of our finahcondition and results of operations shoulddeerin conjunction with our
consolidated financial statements and accomparnyatgs which appear elsewhere in this report. Itaios forward-looking statements that
involve risks and uncertainties. Please see “Faiviaoking Statements” for more information. Ourwadtresults could differ materially from
those anticipated in these forward-looking stateian a result of various factors, including thdiseussed below and elsewhere in this report,
particularly under the headings “Item 1A—Risk Fastand “Forward-Looking Statements.”

General

On April 1, 2006, the Company separated its Asdusafutions business segment into two business setgmAssurant Solutions and
Assurant Specialty Property. In addition, concurreith the creation of the new Assurant Solutiond Assurant Specialty Property segments,
the Company realigned the Preneed segment undaethéssurant Solutions segment. Segment inconenstéats for the years ended
December 31, 2005 and 2004 have been recast éotréie new segment reporting structure.

We report our results through five segments: AssuBalutions, Assurant Specialty Property, Assukégdlth, Assurant Employee
Benefits, and Corporate and Other. The CorporadeCther segment includes activities of the holdingipany, financing expenses, net
realized gains (losses) on investments, interesinie earned from short-term investments held,ésténcome from excess surplus of
insurance subsidiaries not allocated to other satgneun-off Asbestos business, and additionalscassociated with excess of loss reinsurance
and ceded to certain subsidiaries in the Londorketdretween 1995 and 1997. The Corporate and G#wnent also includes the amortizar
of deferred gains associated with the portionhiefdales of FFG and LTC. FFG and LTC were soldufinaeinsurance agreements as
described below.

Critical Factors Affecting Results

Our results depend on the adequacy of our prodigihg, underwriting and the accuracy of our metblody for the establishment of
reserves for future policyholder benefits and ckgineturns on invested assets and our ability toage our expenses. Therefore, factors
affecting these items may have a material advdfseten our results of operations or financial dition.
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Revenues

We generate our revenues primarily from the saleuofinsurance policies and, to a lesser exteatifeome by providing administrati
services to certain clients. Sales of insuranciigsl are recognized in revenue as earned premithile sales of administrative services are
recognized as fee income. In late 2000, the mgjofiAssurant Solutionglomestic credit insurance clients began a tramsftiom the purcha:
of our credit insurance products, from which wenedrpremium revenue, to debt protection administmgirograms, from which we earn fee
income. Debt protection administration programgude services for non-insurance products that daoragefer the required monthly payment
on outstanding loans when covered events occur.

Our premium and fee income is supplemented by ircearned from our investment portfolio. We recognmizvenue from interest
payments, dividends and sales of investments. Gilyreur investment portfolio is primarily investén fixed maturity securities. Both
investment income and realized capital gains osdhvestments can be significantly impacted byigka in interest rates.

Interest rate volatility can reduce unrealized gaincreate unrealized losses in our portfoliogerbst rates are highly sensitive to many
factors, including governmental monetary polici@nestic and international economic and politicalditions and other factors beyond our
control. Fluctuations in interest rates affect mturns on, and the market value of, fixed matuaitg short-term investments.

The fair market value of the fixed maturity sedestin our portfolio and the investment income frthrase securities fluctuate depending
on general economic and market conditions. Thenfiairket value generally increases or decreasas iimvarse relationship with fluctuations
interest rates, while net investment income redllzg us from future investments in fixed maturigcgrities will generally increase or decease
with interest rates. We also have investmentsahat pre-payment risk, such as mortgage backedsset backed securities. Actual net
investment income and/or cash flows from investmdmat carry prepayment risk may differ from estiesaat the time of investment as a result
of interest rate fluctuations. In periods of deiclininterest rates, mortgage prepayments generaigase and mortgage-backed securities,
commercial mortgage obligations and bonds are tilely to be prepaid or redeemed as borrowers seébrrow at lower interest rates.
Therefore, we may be required to reinvest thosdgun lower interest-bearing investments.

Expenses
Our expenses are primarily policyholder benefigdljreg, underwriting and general expenses and éstezxpense.

Our profitability depends in large part on accusafeedicting policyholder benefits, claims andetlzosts, including medical and dental
costs. It also depends on our ability to manageréupolicyholder benefit and other costs througidpct design, underwriting criteria,
utilization review or claims management catastrofgiesurance coverage and, in health and dentaldanse, negotiation of favorable provider
contracts. Changes in the composition of the kofdgork available in the economy, market conditiansl numerous other factors may also
materially adversely affect our ability to manadgira costs. As a result of one or more of theséofaoor other factors, claims could
substantially exceed our expectations, which cbiale a material adverse effect on our businessltsesf operations and financial condition.

Selling, underwriting and general expenses copsistarily of commissions, premium taxes, licendess, amortization of deferred
acquisition costs (“DAC”) and value of businesseguired (“VOBA”) and general operating expenses.&description of DAC and VOBA,
see Notes 2, 9 and 11 of the Notes to Consolidatehcial Statements included elsewhere in thisntep

At December 31, 2006 and December 31, 2005, webf8d,934 and $995,850, respectively of debt anddiatanily redeemable
preferred stock. This has had an impact on ourarinterest and dividend costs.
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Dispositions of Businesse
Our results of operations were affected by theofeihg dispositions

On November 9, 2005, the Company signed an agrdeninForethought to sell via reinsurance new peghinsurance polices written
as of October 1, 2005 in the United States viapededent funeral homes and funeral home chains titharthose owned and operated by SCI.
The Company will receive payments from Forethougyter the next ten years based on the amount ofessithe Company transitions to
Forethought. This agreement does not impact prenémtependent—Canada operation or SCI distributioannels.

On May 3, 2004, we sold the assets of our WorkAbdivision of CORE, Inc. (“CORE"). We recorded eegtax loss on the sale of
$9,232, which was included in the Corporate ance©slegment.

Critical Accounting Estimates

There are certain accounting policies that we am@rgio be critical due to the amount of judgment ancertainty inherent in tf
application of those policies. In calculating filcéal statement estimates, the use of differentrapsions could produce materially different
estimates. In addition, if factors such as thoseidleed above or in “ltem 1A.—Risk Factoisduse actual events to differ from the assump
used in applying the accounting policies and caking financial estimates, there could be a mdtadsaerse effect on our results of operations,
financial condition and liquidity.

We believe the following critical accounting poéisirequire significant estimates which, if suclinestes are not materially correct, could
affect the preparation of our consolidated finahsiatements.

Reserve:

Reserves are established according to GAAP usingrgly accepted actuarial methods and are basachomber of factors. These
factors include experience derived from historialm payments and actuarial assumptions to aativess development factors. Such
assumptions and other factors include trends nitidénce of incurred claims, the extent to whidlclaims have been reported and internal
claims processing charges. The process used inuwtorgpeserves cannot be exact, particularly fability coverages, since actual claim costs
are dependent upon such complex factors as inflatisanges in doctrines of legal liabilities andhdge awards. The methods of making such
estimates and establishing the related liabilgiesperiodically reviewed and updated.

Reserves do not represent an exact calculatiorpafseire, but instead represent our best estinggegrally involving actuarial
projections at a given time, of what we expectuhienate settlement and administration of a clamgmup of claims will cost based on our
assessment of facts and circumstances then kndvenadequacy of reserves will be impacted by futieneds in claims severity, frequency,
judicial theories of liability and other factorshdse variables are affected by both external aednal events, such as: changes in the econ
cycle, changes in the social perception of theevalfuwork, emerging medical perceptions regardimgslogical or psychological causes of
disability, emerging health issues and new mettoddseatment or accommodation, inflation, judidi@nds, legislative changes and claims
handling procedures.

Many of these items are not directly quantifialplaiticularly on a prospective basis. Reserve estisnare refined as experience develops.
Adjustments to reserves, both positive and negatirereflected in the statement of operationdiefteriod in which such estimates are
updated. Because establishment of reserves ishareintly uncertain process involving estimatesutiire losses, there can be no certainty that
ultimate losses will not exceed existing claimseress. Future loss development could require resev be increased, which could have a
material adverse effect on our earnings in theggsrin which such increases are made.
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The following table provides reserve informationdayr major lines of business for the years endeckbBer 31, 2006 and 2005:

December 31, 2006 December 31, 2005
Future Incurred Future Incurred
Policy But Not Policy But Not
Benefits and Unearned Case Reported Benefits and Unearned Case Reported

Expenses  Premiums Reserve  Reserves Expenses  Premiums Reserve Reserves

Long Duration Contracts:
Pre-funded funeral life insurance policies and gtreent-type

annuity contract $ 303148 $ 333¢ $ 1059¢ $ 3,094 $ 290291 $ 3,61€ $ 1147¢ $ 3,44:
Life insurance no longer offer¢ 502,40t 784 1,35¢ 467 513,42t 82C 1,612 517
Universal life and other products no longer offe 331,25 1,537 262 8,28¢ 346,92¢ 1,69¢ 33¢ 7,12¢
FFG and LTC disposed busines 2,743,15. 45,12¢ 262,96( 34,74: 2,724,57! 46,95¢ 218,31: 15,24
Medical 152,95: 23,820 34,45 43,60: 172,44: 31,65( 50,86¢ 45,92¢
All other 5,08t 504 11,53: 7,21: 4,56¢€ 60€ 8,54¢ 7,92¢

Short Duration Contracts:
Group term life — 6,781 327,18( 53,22! — 6,207 331,04( 58,95
Group disability — 2,198  1,362,59. 156,29¢ — 2,11C  1,330,09 168,82!
Medical — 95,65: 123,73t 192,39: — 89,77¢ 143,37¢ 180,72
Dental — 3,79¢ 4,74¢ 19,87 — 4,22¢ 4,631 23,33:
Property and Warrani — 1,488,25. 195,30t 296,33¢ — 1,261,14! 415,65¢ 531,36
Credit Life and Disability — 494,11 125,90¢ 93,261 — 571,72: 154,96 120,27¢
Extended Service Contre — 2,179,34! 3,07t 32,46: — 1,784,29; 6,72¢ 27,90(
All other — 84,63 3,251 3,95¢ — 46,78¢ 3,69¢ 2,32¢
Total $ 6,766,34 $ 4,429,89. $ 2,466,96. $ 94520* $ 6,664,85 $ 3,851,61. $ 2,681,33 $ 1,193,89

For a description of our reserving methodology, dete 12 of the Notes to Consolidated Financiatedtents included elsewhere in this
report.

The following discusses the reserving process fiomeajor long duration product line.

Long Duration

Reserves for future policy benefits are recordethagpresent value of future benefits to policyleotédand related expenses less the
present value of future net premiums. Reserve gssons are selected using best estimates for eagéatestment yield, inflation, mortality
and withdrawal rates. These assumptions reflecentitrends, are based on Company experience ahaieprovision for possible unfavora
deviation. We also record an unearned revenuevesdrich represents the balance of the excessogEgremiums over net premiums that is
still to be recognized in future years’ income inamstant relationship to insurance in force.

Risks related to the reserves recorded for comtfagin FFG and LTC disposed businesses have bé&#b &8ded via reinsurance. While
the Company has not been released from the comélaaibligation to the policyholders, changes in dediations from economic and mortality
assumptions used in the calculation of these resemill not directly affect the Company unless éhisra default by the assuming reinsurer. We
have sold these businesses through reinsurance.

Loss recognition testing is performed annually emdewed quarterly. Such testing involves the Udeest estimate assumptions to
determine if the net liability position (all liallies less DAC) exceeds the minimum
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liability needed. Any premium deficiency would fitse addressed by removing the provision for advdeviation. To the extent a premium
deficiency still remains, it would be recognizednediately by a charge to the statement of opera@oml a corresponding reduction in DAC.
Any additional deficiency would be recognized gg@mium deficiency reserve.

Historically, loss recognition testing has not fe=tiin an adjustment to DAC or reserves. Suchsidjants would occur only if econon
or mortality conditions significantly deteriorated.

Short Duration

For short duration contracts, claims and beneé#iigaple reserves are reported when insured eveats.ddhe liability is based on t
expected ultimate cost of settling the claims. Tlagms and benefits payable reserves include @g oaeserves for known but unpaid claims as
of the balance sheet date; (2) IBNR reserves fimd where the insured event has occurred butdtaseen reported to us as of the balance
sheet date; and (3) loss adjustment expense resfenviie expected handling costs of settling thers. Periodically, we review emerging
experience and make adjustments to our case resandeassumptions where necessary. Below are futigmissions on the reserving process
for our major short duration products.

Group Disability and Group Term Life

Case or claim reserves are set for active individiaams on group long term disability policies afod disability waiver of premium
benefits on group term life policies. Assumptiongasidered in setting such reserves include disdlgechortality and claim recovery rates,
claim management practices, awards for social ggamd other benefit offsets and yield rates edure assets supporting the reserves. Group
long term disability and group term life waivergremium reserves are discounted because the payatatn and ultimate cost are fixed and
determinable on an individual claim basis.

Factors considered when setting IBNR reserves diechatterns in elapsed time from claim incidenceldom reporting, and elapsed time
from claim reporting to claim payment.

Key sensitivities for group long-term disabilityagh reserves include the discount rate and claimitetion rates.

Claims and Claims and
Benefits Payabl Benefits Payabl
Group disability, discount rate decreased by 100 Group disability, claim termination rate 10%
basis point: $1,589,24¢ lower $1,570,98:
Group disability, as reporte $1,518,89( Group disability, as reporte $1,518,89(
Group disability, discount rate increased by 10€id Group disability, claim termination rate 1C
points $1,452,69¢ higher $1,470,36(

The discount rate is also a key sensitivity forugréerm life waiver of premium reserves.

Claims and Benefits Payabl

Group term life, discount rate decreased by 10Ghasnts $ 388,12:
Group term life, as reporte $ 380,40:
Group life, discount rate increased by 100 basistp $ 372,21,

Medical

IBNR reserves represent the largest componentsefves estimated for claims and benefits payabbeiiiviedical line of business, and
the primary methods we use in their estimationtiaedoss development method
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and the projected claim method for recent clainmigos: Under the loss development method, we estimigimate losses for each incident
period by multiplying the current cumulative losegsthe appropriate loss development factor. Utigkeiprojected claim method, we use
ultimate loss ratios when development methods d@ravide enough data to reliably estimate reseveaddition, we use variations on each
method as well as a blend of the two. The primanyation is the use of projected claims using diiffg experience periods. We primarily use
these two methods in our Medical line of businemsalnse of the limitations of relying exclusively @single method.

We develop the best estimate of expected outstgridibilities for medical IBNR reserves using geaigraccepted actuarial principles.
The various product lines are evaluated using éspee data of sufficient detail to allow for thenggilation of historical loss patterns includi
but not limited to claim lag factors, projectedinia per member and restated development factossffitient experience data is not available,
experience data from other similar blocks may kedutndustry data as well as data from consultstgaaies provide additional benchmarks
when historical experience is too limited. Thisoimhation is used to provide a range in which thgeeted outstanding liabilities may fall. The
selection of the ultimate loss estimate varies tmglpct line as the credibility of certain methodféeds depending upon the fierce volume, th
product’s claim volatility and the method itselh& selection is also influenced by other availatlermation that may indicate that historical
experience data may not be appropriate to useufoeiat liability estimates. Examples of such infation include but are not limited to chan
in claims inventory levels, changes in providerateged rates or cost savings initiatives, incnegsir decreasing medical cost trends, product
changes and demographic changes in the underkysugdd population.

The development of prior period estimates are mds@wed to assist in establishing the currentgasiloss reserves. The short claim lag
time inherent in many of our Medical products akofer emerging trends to be identified quickly.

We evaluate all pertinent information and indicatagages using experience and actuarial judgmesstablish our best estimate for the
associated liabilities.

A key sensitivity is the loss development factosedi Loss development factors selected take intsideration claims processing levels,
claims under case management, medical inflaticag@®al effects, medical provider discounts and yrbrhix.

Claims and Benefits Payabl

Medical, loss development factors 1% lo\ $ 342,13(*
Medical, as reporte $ 316,13(
Medical, loss development factors 1% hig $ 295,13(

* This refers to loss development factors for thetmesent four months. Our historical claims expeeeindicates that approximately 8:
of medical claims are paid within four months of thcurred date

None of the changes in incurred claims from prieang in our Medical line of business, and the eelatownward revisions in our
Medical estimated reserves, were attributable yocliange in our reserve methods or assumptions.

Property and Warrant

We develop the best estimate of loss reservesuioPmperty and Warranty line of business on a gebtine basis using genera
accepted actuarial principles. Our Property andrévay line of business includes creditor-placed Bowners, manufactured housing
homeowners, credit property, credit unemploymeudt\aarranty insurance and some longer-tail coveréges, asbestos, environmental, other
general liability and personal accident). Our Prgpand Warranty loss reserves consist of caseveselBNR and development on
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case reserves. The method we most often use ingsetir Property and Warranty reserves is the des®lopment method. Under this method,
we estimate ultimate losses for each accident gdayomultiplying the current cumulative losses bg aippropriate loss development factor.
then calculate the reserve as the difference bettveeestimate of ultimate losses and the cur@se-incurred losses (paid losses plus case
reserves). We select loss development factors basedeview of historical averages, and we comseleent trends and business specific
matters such as current claims payment practices.

The loss development method involves aggregatisg data (paid losses and case-incurred lossesceat quarter (or accident year)
and accident age in quarters (or years) for eaotiymt or product grouping. As the data ages, wepilerfoss development factors that mea:
emerging claim development patterns between remppériods. By selecting the most appropriate tteselopment factors, we project the
known losses to an ultimate incurred basis for eadident period.

The data is analyzed at a minimum using four dé#fif¢étoss development methods by product or progitgaiping: a) annual paid losses
annual case-incurred losses, ¢) quarterly paicctoasd d) quarterly cagecurred losses. Also, in addition to the abovens@roduct grouping
are analyzed using the expected loss ratio andiBetter-Ferguson loss development methods.

Each of these reserve methodologies produces &atiah of the loss reserves for the product odpot grouping. The process to select
the best estimate differs across lines of busindss single best estimate is determined based oy faators, including but not limited to:
» the nature and extent of the underlying assumpt

« the quality and applicability of historical datavhether it be internal or industry data,
» current and future market conditio- the economic environment will often impact the depeent of loss triangle:
» the extent of data segmentation — data should b®genous yet credible enough for loss developmetitoads to apply, and

» the past variability of loss estimat- the loss estimates on some product lines will fiaomn actual loss experience more than ot

We review operational and claims activity to gataeditional pertinent information. After reviewiad) additional pertinent information
final IBNR amount for each product grouping is stdel. We may use other methods depending on dediébdity and product line. We use the
estimates generated by the various methods tolisstarange of reasonable estimates. The bestastiof Property and Warranty reserves is
generally selected from the middle to upper enthefthird quatrtile of the range of reasonable estts

Most of our credit insurance business is writteragptrospective commission basis, which permitsagament to adjust commissions
based on claims experience. Thus, any adjustmemtdoyears’ incurred claims in this line of busgs is largely offset by a change in
contingent commissions which is included in thdimg| underwriting and general expenses line inresults of operations.

While management has used its best judgment iblegtang its estimate of required reserves, diffé@ssumptions and variables could
lead to significantly different reserve estimafbso key measures of loss activity are loss frequewhich is a measure of the number of
claims per unit of insured exposure, and loss $gyevhich is a measure of the average size ohtdaFactors affecting loss frequency include
the effectiveness of loss controls and safety @nogrand changes in economic activity or weatheepes. Factors affecting loss severity
include changes in policy limits, retentions, raténflation and judicial interpretations.
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If the actual level of loss frequency and seveaity higher or lower than expected, the ultimaterress will be different than
management’s estimate. The effect of higher an@&tdevels of loss frequency and severity level®onultimate costs for claims occurring in
2006 would be as follows:

Change in both loss frequency and Ultimate cost of claim: Change in cost of claim
severity for all Property and Warranty occurring in 2006 occurring in 2006
3% higher $ 521,72 $ 29,94¢
2% higher $ 511,64 $ 19,86¢
1% higher $ 501,66( $ 9,88t
Base scenari $ 491,64. $ —
1% lower $ 481,89( $ (9,885
2% lower $ 471,90° $ (19,869)
3% lower $ 461,82t $ (29,949

Reserving for Asbestos and Other Cla

We have exposure to asbestos, environmental ard gémeral liability claims arising from our paipiation in various reinsurance pos
from 1971 through 1985. This exposure arose frahat duration contract that we discontinued wgitinany years ago. We believe the
balance of case reserves for these liabilitiestartki reserves for IBNR are adequate. However, atiynation of these liabilities is subject to
greater than normal variation and uncertainty duthé general lack of sufficiently detailed datgparting delays and absence of a generally
accepted actuarial methodology for those exposiitesre are significant unresolved industry legailies, including such items as whether
coverage exists and what constitutes an occurrémeeldition, the determination of ultimate damaged the final allocation of losses to
financially responsible parties are highly uncert&owever, based on information currently avagalind after consideration of the reserves
reflected in the financial statements, we belidwa ainy changes in reserve estimates for thesaskie not reasonably likely to be material.

One of our subsidiaries, American Reliable Insuee@ompany (“ARIC”), participated in certain exce$$oss reinsurance programs in
the London market and, as a result, reinsuredingu&asonal accident, ransom and kidnap insuraiske from 1995 to 1997. ARIC and a
foreign affiliate ceded a portion of these risksetrocessionaires. ARIC ceased reinsuring suciméss in 1997. However, certain risks
continued beyond 1997 due to the nature of thesoeamce contracts written. ARIC and some of therothinsurers involved in the programs
are seeking to avoid certain treaties on varioosiguis, including material misrepresentation anddisolosure by the ceding companies and
intermediaries involved in the programs. Similadgme of the retrocessionaires are seeking avoédaincertain treaties with ARIC and the
other reinsurers and some reinsureds are seekilegttan of disputed balances under some of thatige. The disputes generally involve
multiple layers of reinsurance, and allegations$ tha reinsurance programs involved interrelateghts “spirals” devised to disproportionately
pass claims losses to higHerel reinsurance layers. Many of the companieslired in these programs, including ARIC, are cutiseimvolved
in negotiations, arbitrations and/or litigation\ween multiple layers of retrocessionaries, reinsjreeding companies and intermediaries,
including brokers, in an effort to resolve thesgpdies.

Many of the disputes involving ARIC and an affitaBankers Insurance Company Limited (“BICL”"), teig to the 1995 and 1997
program years, have been resolved by settlemarbiration. As a result of the settlements andbitration (in which ARIC did not prevail)
additional information became available in 2005],&vased on management’s best estimate, we indreaseeserves and recorded a total pre-
tax charge of $61,943 for the year ended Decembe2@5. On February 28, 2006, many of the dispugtiesing to losses in the 1996 program
were settled. Loss accruals previously establisakding to the 1996 program were adequate. Netifmiig, arbitrations and litigation are still
ongoing or will be scheduled for the remaining digs. We believe, based on information currentbilable, that the amounts accrued for
currently outstanding disputes are adequate. Homvéwe inherent uncertainty of arbitrations anddaits, including the
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uncertainty of estimating whether any settlemergsway enter into in the future would be on favoeablms, makes it difficult to predict the
outcomes with certainty.

DAC

The costs of acquiring new business that vary aitth are primarily related to the production of rmyginess have been deferred to
extent that such costs are deemed recoverableftrome premiums or gross profits. Acquisition cqstisnarily consist of commissions, policy
issuance expenses, premium tax and certain diradtating expenses.

Loss recognition testing is performed annually emdewed quarterly. Such testing involves the Udeest estimate assumptions,
including the anticipation of interest income tdaedenine if anticipated future policy premiums adequate to recover all DAC and related
claims, benefits and expenses. To the extent aipremieficiency exists, it is recognized immediatiefya charge to the statement of operations
and a corresponding reduction in DAC. If the premideficiency is greater than unamortized DAC, hiligy will be accrued for the excess
deficiency.

Long Duration Contract:

Acquisition costs for pi-funded funeral life insurance policies and lifeuirence policies no longer offered are deferredaandrtized ir
proportion to anticipated premiums over the prempaging period. These acquisition costs consisharily of first year commissions paid to
agents and sales and policy issue costs.

For pre-funded funeral investment-type annuitiesd @miversal life insurance policies and investmigpe annuity contracts that are no
longer offered, DAC is amortized in proportion ke tpresent value of estimated gross margins oitpfodm investment, mortality, expense
margins and surrender charges over the estimdéedflthe policy or contract. The assumptions usedhe estimates are consistent with those
used in computing the policy or contract liabilitie

Acquisition costs relating to worksite group didipiconsist primarily of first year commissionsiookers and one time policy transfer
fees and costs of issuing new certificates. Thegaisition costs are front-end loaded, thus theydmferred and amortized over the estimated
terms of the underlying contracts.

Acquisition costs relating to individual medicalntracts issued prior to 2003 and currently in atteh number of jurisdictions are
deferred and amortized over the estimated avemgestof the underlying contracts. These acquisitmsts relate to commissions and policy
issuance expenses. Commissions represent the tpajbdeferred costs and result from commissioredales that pay significantly higher
rates in the first year. The majority of deferredigy issuance expenses are the costs of separatdrwriting each individual medical
contract.

Short Duration Contracts

Acquisition costs relating to property contractsyranty and extended service contracts and simglaipm credit insurance contracts are
amortized over the term of the contracts in refatmpremiums earned.

Acquisition costs relating to monthly pay credsumance business consist mainly of direct marketoxis and are deferred and amort
over the estimated average terms and balances ofidherlying contracts.

Acquisition costs relating to group term life, gpodisability and group dental consist primarilycoimpensation to sales representatives.
These acquisition costs are front-end loaded; tiney, are deferred and amortized over the estintateas of the underlying contracts.

Acquisition costs on individual medical contradsted in most jurisdictions after 2002 and smalugrmedical contracts consist
primarily of commissions to agents and brokers @ndpensation to representatives.
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These contracts are considered short duration bedhe terms of the contract are not fixed at issukthey are not guaranteed renewable.
result, these costs are not deferred, but ratleeremorded in the statement of operations in thiegén which they are incurred.

Investments

We regularly monitor our investment portfolio toseire that investments that may be c-thar-temporarily impaired are identified in
timely fashion and properly valued and that anyampents are charged against earnings in the prmgréyd. Our methodology to identify
potential impairments requires professional judgmen

The Company monitors its investment portfolio tentlfy investments that may be other than templgraripaired. In addition, securities
whose market price is equal to 85% or less of theginal purchase price are added to the impaitmextchlist, which is discussed at quarterly
meetings attended by members of the Compmamyestment, accounting and finance departmemtg.sécurity whose price decrease is dee
other-than-temporary is written down to its thenrent market level with the amount of the writedoreported as a realized loss in that period.
Assessment factors include, but are not limitedhe length of time and the extent to which thekafwalue has been less than cost, the
financial condition and rating of the issuer, wiegthny collateral is held and the intent and abiftthe Company to retain the investment for a
period of time sufficient to allow for recovery.

Realized gains and losses on sales of investmadtdeclines in value judged to be other-than-teruyoare recognized on the specific
identification basis.

Inherently, there are risks and uncertainties imedlin making these judgments. Changes in circumstand critical assumptions such
as a continued weak economy, a more pronouncedstomownturn or unforeseen events which affect@nmore companies, industry
sectors or countries could result in additionatedowns in future periods for impairments that@ggemed to be other-than-temporary. See alsc
“Investments” in Note 2 of the Notes to Consolidafénancial Statements included elsewhere in #psit and “ltem 1A—Risk Factors—Our
investment portfolio is subject to several riskattimay diminish the value of our invested assetisadfect our profitability.”

Reinsurance

Reinsurance recoverables include amounts relatpditbbenefits and estimated amounts related taidmmwlicy and contract claims,
future policyholder benefits and policyholder catrdeposits. The cost of reinsurance is accountenver the terms of the underlying
reinsured policies using assumptions consisterit thitse used to account for the policies. Amouedsverable from reinsurers are estimate
a manner consistent with claim and claim adjustregpense reserves or future policy benefits reseame are reported in our consolidated
balance sheets. The ceding of insurance does saitatige our primary liability to our insureds. Astimated allowance for doubtful account:
recorded on the basis of periodic evaluations &rizes due from reinsurers, reinsurer solvency agament’s experience and current
economic conditions.

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

As of

As of December 31, 20C

December 31, 20C

(in thousands)

Reinsurance recoverabl $ 3,914,97 $ 4,447,81

We have used reinsurance to exit certain busingsgel as the dispositions of FFG and LTC. Thestggnce recoverables relating to
these dispositions amounted to $2,728,216 and 82488 at December 31, 2006 and 2005, respectively.
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In the ordinary course of business, we are involndabth the assumption and cession of reinsuraiitenon-affiliated companies. The
following table provides details of the reinsuraneeoverables balance for the years ended Dece®iber

2006 2005

(in thousands)
Ceded future policyholder benefits and expe $2,635,44! $2,565,22.
Ceded unearned premit 637,44 691,78
Ceded claims and benefits paya 577,05: 928,88:
Ceded paid losse¢ 65,02¢ 261,91¢
Total $3,914,97. $4,447,81

We utilize reinsurance for loss protection and dpnhanagement, business dispositions and, in Aas@olutions, client risk and profit
sharing. See also “Iltem 7A—Quantative and Qualiallisclosures About Market Risk—Credit Risk.”

Retirement and Other Employee Benef

We sponsor a pension and a retirement health ligaafi covering our employees who meet specifiggitglity requirements. The
reported expense and liability associated withdtmans requires an extensive use of assumptioithitlude the discount rate, expected
return on plan assets and rate of future compemsatcreases. We determine these assumptions bpsecturrently available market and
industry data, historical performance of the plad ds assets, and consultation with an indepenctargulting actuarial firm to aid us in
selecting appropriate assumptions and valuing @ated liabilities. The actuarial assumptions usetie calculation of our aggregate projec
benefit obligation may vary and include an expéatadf long-term market appreciation in equity netskwhich is not changed by minor short-
term market fluctuations, but does change wherelartgrim deviations occur. The assumptions wenuag differ materially from actual resu
due to changing market and economic conditiondérigr lower withdrawal rates or longer or sholiferspans of the participants.

Contingencies

We follow the requirements of Statement of Finah&zcounting Standards (“FAS”) No. Biccounting for ContingencidSFAS 5”).
This requires management to evaluate each contimgatter separately. A loss is reported if reastyhastimable and probable. We establish
reserves for these contingencies at the best dstimig if no one estimated number within the raofpossible losses is more probable than
other, we report an estimated reserve at the lahoéthe estimated range. Contingencies affectieg@ompany include litigation matters
which are inherently difficult to evaluate and atbject to significant changes.
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Results of Operations
Assurant Consolidate!
Overview

The table below presents information regardingamunsolidated results of operations:

For the Year Ended

December 31,

2006 2005 2004
(in thousands)
Revenues:
Net earned premiums and other considerat $ 6,843,77! $6,520,79 $6,482,87.
Net investment incom 736,68t 687,25 634,74¢
Net realized gains on investmel 111,86! 8,23t 24,30¢
Amortization of deferred gains on disposal of basse: 37,30( 42,50¢ 57,63:
Loss on disposal of busines: — — (9,232
Fees and other incon 340,95¢ 238,87 220,38t
Total revenue 8,070,58. 7,497,67! 7,410,71.
Benefits, losses and expense
Policyholder benefit (3,538,94) (3,707,80) (3,839,76)
Selling, underwriting and general expense (3,374,65) (3,073,000 (2,976,430
Interest expens (61,24 (61,25¢) (56,419
Distributions on preferred securiti — — (2,167%)
Total benefits, losses and expen (6,974,84) (6,842,06) (6,874,780
Income before income taxes and cumulative effect ehange in accounting
principle 1,095,74 655,60¢ 535,92¢
Income taxe: (379,87) (176,25)) (185,36%)
Net income before cumulative effect of change in asunting principle 715,87 479,35! 350,56(
Cumulative effect of change in accounting princ 1,547 — —
Net income $ 717,41¢ $ 479,35 $ 350,56(

(1) Includes amortization of DAC and VOBA and underimdt general and administrative expen:

The following discussion provides a high level gsa of how the consolidated results were affetigdur four operating business
segments and our Corporate and Other segmentePeadhe results of operations discussion for ehtifese segments contained in this
document for more detailed analysis of the fludtures.

Year Ended December 31, 2006 Compared to the Yewtdd December 31, 2005

Net income increased $238,063, or 50%, to $717dithe twelve months ended December 31, 2006 $4it9,355 for the twelve
months ended December 31, 2005. The increase waargy driven by an increase in Assurant Specifitgperty’s creditor-placed
homeowners business net earned premiums, fee inéomved loss experience and the lack of sigaiftccatastrophes in 2006. Assurant
Solutions also contributed to the increase in mebine primarily due to higher fee income from a,$80 (after tax) legal settlement, growth in
the extended service contract business and oneféieniecome recognized from a closed block of edgéenservice contract business. Corporate
and Other also contributed to the increase inmegme primarily due to higher net realized gains tu$63,900 (after tax) from the sale of our
investment in PHCS. The $1,547 cumulative effeathefnge in accounting principle is a result of dohgpFAS 123R and reflects the differe
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between compensation expense that would have eegnized using actual forfeitures and compensatipense that would have been
recognized using expected forfeitures.

Year Ended December 31, 2005 Compared to Year Erdecember 31, 2004

Net income increased $128,795, or 37%, to $479%@5the twelve months ended December 31, 2005 $860,560 for the twelv
months ended December 31, 2004. The increase \aarfly driven by Assurant Specialty Property’sditer-placed homeowners business
with lower net catastrophe losses, improved lopeg&nce absent catastrophes and increased netigai@miums. Assurant Solutions also
contributed to the increase in net income primatilg to an increase in net investment income amdufiel other income. Also adding to this
increase was a lower benefit loss ratio in Assulrbedlth’s small employer group business and theasa of previously provided tax accruals
due to the resolution of IRS audits in Corporate @ther. Offsetting these increases was a strength®f reserve accruals of approximately
$40,300 (after-tax) on certain excess of loss vearsce programs sold by our subsidiaries in thedbormarket between 1995 and 1997 in
Corporate and Other.

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

For the Year Ended
December 31,

2006 2005 2004

(in thousands)

Revenues:
Net earned premiums and other considerat $2,371,60! $2,220,14! $ 2,205,98:
Net investment incom 392,51( 371,56! 318,70¢
Fees and other incon 221,75: 132,73( 113,51
Total revenue: 2,985,86! 2,724,441 2,638,20:i

Benefits, losses and expense

Policyholder benefit (998,77() (1,046,901 (1,094,88)
Selling, underwriting and general expen (1,689,771 (1,477,50) (1,413,56)
Total benefits, losses and expen (2,688,541 (2,524,40) (2,508,441

Segment income before income ta 297,32( 200,03! 129,76:
Income taxe: (98,427 (66,889 (39,049
Segment income after ta $ 198,89 $ 133,14 $ 90,71¢

Gross written premiums for selected product groupimgs: (1)

Domestic Credi $ 714,79 $ 767,46¢ $ 853,01:
International Credi $ 680,09 $ 647,46’ $ 594,64¢
Domestic Extended Service Contracts $ 1,258,29: $1,120,22 $ 960,35:
International Extended Service Contracts $ 341,88t $ 247,50¢ $ 73,10¢
Preneed (Face Sale $ 433,51 $ 542,51 $ 582,19

(1) Gross written premium does not necessarilysteda to an equal amount of subsequent net eareetyms since Assurant Solutions
reinsures a portion of its premium to insurancesgliéiries of its clients
(2) Extended Service Contracts includes warranty cotgrfar products such as personal computers, cogsalactronics and applianc
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Year Ended December 31, 2006 Compared to the Yewtdd December 31, 2005
Net Income

Segment net income increased by $65,746, or 49%1,98,893 for the twelve months ended Decembe2@16 from $133,147 for the
twelve months ended December 31, 2005. The incieasgment net income was primarily due to a Isgétlement resulting in $40,500 (after
tax) of other income and $5,041 (after tax) of ¢inee fee income recognized from a closed blockxémded service contract business. This
was partially offset by $3,363 (after tax) of lowevestment income from real estate partnershijpseAt these events the Solutions’ segment
net income increased by $23,568, or 18%, whichimmarily attributable to higher fee income resujtimom growth in our extended service
contract business and an increase in investmeaotiagrimarily due to an increase in average ingeassets.

Total Revenues

Total revenues increased by $261,426 or 10%, 352866 for the twelve months ended December 316 2@m $2,724,440 for th
twelve months ended December 31, 2005. This inerisggrimarily due to an increase in net earnedhprms and other considerations of
$151,460. This increase is primarily attributatdédnigher net earned premiums in our extended sepoatract and international businesses.
These increases are partially offset by the deergathe net earned premium in our Preneed busthes$o the sale of the Independent-U.S.
distribution channel as well as decreases in atheoff businesses. The increase in revenues waslaksto an increase in fees and other
income of $89,021, primarily driven by a legal kettent of $62,300 and continued growth from oueeged service contract business,
including $7,756 of one-time fee income from a ebbblock of extended service contract business|8dw settlement is with a former
customer and was first disclosed as a pending Jadgment in our 2004 10-K. We are anticipatingduction in fee income in 2007 due to the
loss of a large debt deferment client. This clisritributed approximately $18,000 of fee incom&006. Net investment income increased by
$20,945, or 6%, primarily due to higher average=gted assets from growth in our extended serviotaat businesses both domestically and
abroad.

We experienced sales growth in most of our coreyeeblines, with the exception of our domestic dradd Preneed businesses. Gross
written premiums in our domestic credit businessel@sed by $52,675 due to the continued declitlei®product line. Gross written premiu
from our international credit business increase®3%,630 due to growth in our expansion countBr®ss written premiums in our domestic
extended service contract business increased 8,@33 due to the addition of new clients and grogeherated from existing clients. Gross
written premiums in our international extended BmEreontract business increased by $94,380, mdindyto the continued growth of a client
signed in late 2004. We also experienced a decinase preneed businesses due to the sale of tBelllependent distribution channel in
November 200E

Total Benefits, Losses and Expenses

Total benefits, losses and expenses increasedéy, B11, or 7%, to $2,688,546 for the twelve momthded December 31, 2006 from
$2,524,405 for the twelve months ended Decembe2@15. This increase was primarily due to an ineeaa selling, underwriting and general
expenses of $212,271. Commissions, taxes, licarsbgees, of which amortization of DAC is a compunecreased by $187,036 primarily
due to the associated increase in revenues arahémge in the mix of business. Commissions incrkdse to higher commission rates on our
increasing extended service contract business ¥éoser commission rates on the decreasing U.&paddent Preneed business. General
expenses increased by $25,235 due to higher expédirsetly related to the growth of the businessici?holder benefits decreased by $48,130
primarily as a result of the sale via reinsuraricéne U.S. Independent Preneed channel and lowsypolder benefits attributable to the
termination of a block of accidental death busin@sss was offset by an increase in extended semdntract policyholder benefits, mostly
from growth in the business.
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Year Ended December 31, 2005 Compared to the Yewateld December 31, 2004
Net Income

Segment net income increased by $42,429, or 47%1,38,147 for the twelve months ended Decembe2@d5 from $90,718 for the
twelve months ended December 31, 2004. The inclieasggment net income is primarily attributabl@toincrease in investment income
driven by the increased invested assets as a ifgyibowth in our domestic and international exeghdervice contract business combined with
$6,116 (after tax) of additional investment incoimen a real estate partnership. The growth in oteraled service contract and international
products fee income also contributed to an increasegment net income.

Total Revenues

Total revenues increased by $86,232, or 3%, to282440 for the twelve months ended December 315 2@dn $2,638,208 for the
twelve months ended December 31, 2004. This inerisgsrimarily due to an increase in net investnieewme of $52,860, or 17%. The
increase was a result of an increase in the avgragiolio yield and average invested assets, cogtbivith income from a real estate
partnership transaction of $9,409 and approxim&@&|$00 of non-recurring investment income item2005. Also contributing to the increase
was an increase in fee income of $19,215, or 17&nigndue to growth in our extended service cortaat debt deferment products. Net
earned premiums and other considerations incrdas§d4,157, or 1%, primarily from higher net earpedmiums in our extended service
contract and international products, partially effey the continued decline of our domestic crigditirance products and the decrease in net
earned premiums in our Preneed business due gatbef the Preneed Independent-U.S. distributimoel.

We experienced sales growth in all of our core pobgroupings, with the exception of our domestadi and Preneed businesses. G
written premiums in our domestic credit productsrdased by $85,545, or 10%, due to the continuelih@eof this product line. Gross written
premiums from our international credit productséased by $52,821, or 9%, due to our focus onriatemal expansion. Gross written
premiums in our domestic extended service conpraatiucts increased by $159,875, or 17%, due tadidé&ion of new clients and growth
generated from existing clients. Gross written ptens in our international extended service contpaotiucts increased by $174,403, or over
100%, mainly due to the signing of a new clienCenada in late 2004.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses increased®9%8 or 1%, to $2,524,405 for the twelve monthdeenDecember 31, 2005 frc
$2,508,446 for the twelve months ended Decembe?2@14. This increase was primarily due to an ireeda selling, underwriting and general
expenses of $63,943. Commission, taxes, licensbfeas, of which amortization of DAC is a componémtreased by $45,207 primarily due
to the associated increase in revenues, partififgtoby lower premium taxes attributable to tharmpe in the mix of business. General
expenses increased by $18,736 due to growth ibubimess, severance and costs related to thefdhle independent-U.S. distribution
channel, and increased expenses related to SOXThlincrease was offset by a decrease in polidgndenefits of $47,984, or 4%, prima
attributable to a decline in policyholder benefissociated with the sale of the Independent-Usilolition channel.
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Assurant Specialty Propert
Overview
The table below presents information regarding AmsuSpecialty Property’s segment results of opamat

For the Year Ended
December 31,

2006 2005 2004

(in thousands)

Revenues:
Net earned premiums and other considerat $1,208,31. $ 858,84 $ 768,77.
Net investment incom 74,50: 61,95: 72,54¢
Fees and other incon 49,42« 38,15¢ 37,01
Total revenue 1,332,23i 958,96( 878,33.
Benefits, losses and expens:
Policyholder benefit (408,72) (317,509 (363,92¢)
Selling, underwriting and general expen (553,45) (422,999 (401,32)
Total benefits, losses and expen (962,179) (740,50¢) (765,25))
Segment income before income ta 370,06: 218,45¢ 113,07¢
Income taxe: (128,94)) (75,227) (38,139
Segment income after ta $ 241,12: $ 143,22° $ 74,94:

Net earned premiums and other considerations by maj product groupings :

Homeowners (Creditor Placed and Volunte $ 753,16¢ $ 443,52¢ $ 392,56:

Manufacturing Housing (Creditor Placed and Volup}: 214,46: 217,42: 210,82«

Other(1) 240,68: 197,89¢ 165,38t
Total $1,208,31. $ 858,84¢ $ 768,77:

Ratios:

Loss ratio(2 33.8% 37.(% 47.2%

Expense ratio(3 44.(% 47.2% 49.8%

Combined ratio(4 76.5% 82.6% 95.(%

(1) This includes flood, renters, agricultural, spegialuto and other insurance produ
(2) The loss ratio is equal to policyholder benefitdgaid by net earned premiums and other considers
(3) The expense ratio is equal to selling, undeémgiand general expenses divided by net earnedipnes and other considerations and fees

and other income
(4) The combined ratio is equal to total benefits, dssand expenses divided by net earned premiumsthadconsiderations and fees :

other income

Year Ended December 31, 2006 Compared to the Yewatedd December 31, 2005
Net Income

Segment net income increased by $97,894, or 68%24a,121 for the twelve months ended Decembe2@16 from $143,227 for the
twelve months ended December 31, 2005. The incieasgment net income is primarily due to increaset earned premiums, fee income
and improved loss experience in our creditor pldz@ieowners business, the lack of significant tatpbes in 2006, the acquisition of SFIS
and favorable settlements with two former clierft$®500 (after tax). The increase in net incoms partially offset by a reduction in loss
adjustment expense reimbursements from the Natklpal Insurance Program and one-time favorabléegstnts with clients in 2005.
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Total Revenues

Total revenues increased by $373,276 or 39%, 83®1236 for the twelve months ended December 316 2@m $958,960 for th
twelve months ended December 31, 2005. The incliege@narily due to an increase in net earned prera and other considerations of
$349,463, or 41%. This increase was primarily lattidble to the growth in our creditor placed anthintary homeowners product lines, due to
continued organic growth of these businesses cadbiith $123,818 of net earned premium resultiognfthe acquisition of SFIS. The
increase in revenues was also driven by an incliedse income of $11,265, or 30%, primarily fromogth in creditor-placed homeowners
loan tracking services. Also contributing to thergase in revenues was higher investment incorié 3648, or 20%, due to higher invested
assets combined with higher investment yields.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses increased iy, &7 or 30%, to $962,173 for the twelve monthdeenDecember 31, 2006 frc
$740,506 for the twelve months ended December @15.2This increase was primarily due to an incréaglicyholder benefits of $91,214
and an increase in selling, underwriting and gdreqaenses of $130,453. The combined ratio decde@®@ basis points from 82.6% to 76.5%
primarily due to lower catastrophe losses and gingacisk management. The increase in policyholaefits is primarily attributable to the
growth in our creditor-placed homeowners businessapproximately $8,000 in lower reimbursementsiftbe National Flood Insurance
Program for the adjudication of expenses relatetid®005 catastrophe flood losses (from approxin&18,500 in 2005 to $10,500 in 2006).
This increase is partially offset by lower net sttaphe losses of approximately $42,000 and a &blersettlement with two former clients of
$8,500. Commissions, taxes, licenses and feeshimhvamortization of DAC is a component, increabe®$69,939 primarily due to the
associated increase in revenues combined with appately $11,400 of one time income recognizeddf®related to favorable settlements
with two clients which resulted in a release oftaieraccrued commissions. General expenses inctégs$60,514 due to increases in
employment related expenses consistent with busigiesvth and additional operating expenses assatigith the SFIS business.

Year Ended December 31, 2005 Compared to Decembg? 304
Net Income

Segment net income increased by $68,286, or 91%1,48,227 for the twelve months ended Decembe2@d5 from $74,941 for the
twelve months ended December 31, 2004. The incieaggment net income is primarily attributabléower net catastrophe losses, impro
loss experience absent catastrophe losses and nighearned premiums in our creditor placed honmepgvbusiness. Net income was also
positively impacted by approximately $11,100 (after) primarily related to the release of certainraed commissions and claims payable
associated with three clients, two of which pregiguleclared bankruptcy. We favorably settled maingur claims with these clients during
2005.

Total Revenues

Total revenues increased by $80,628, or 9%, to $888for the twelve months ended Decen31, 2005 from $878,332 for the twel
months ended December 31, 2004. This increasénaply due to an increase in net earned premiumasather considerations of $90,075 or
12%, primarily due to an increase in net earnechppms in our creditor placed homeowners businekis Was partially offset by a reductior
net earned premiums of approximately $26,000, dweltlitional catastrophe reinsurance reinstateprembtiums related to the hurricanes.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreasedbg4$2or 3%, to $740,506 for the twelve months dridecember 31, 2005 from
$765,253 for the twelve months ended December @14 .ZThis decrease is primarily
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due to a decrease in policyholder benefits offgedbincrease in selling, underwriting and genexalenses. The decrease in policyholder
benefits of $46,419, or 13%, is primarily attribbieato $44,400 in lower catastrophe losses, netiourance in 2005 versus 2004. We incL
losses from catastrophes, net of reinsurance af7$88n 2005, compared to $93,100 in 2004. Theasser was a result of the different severity
of gross losses from each storm and the changenpasition of our reinsurance coverage in 2005.italthlly, we collected approximately
$18,500 of loss adjustment expense reimbursememntsthe National Flood Insurance Program for pringgprocessing and adjudication
services, which resulted in reduced policyholderdfigs. We continued to see improvement in our alvéwss ratio in 2005, excluding
catastrophe losses. In addition, benefits and sos=feect a one-time reduction of claims payabl&®700 associated with a client that
previously declared bankruptcy. Selling, undernmgtand general expenses increased by $21,672, .oE6ftmissions, taxes, licenses and f

of which amortization of DAC is a component, deseghby $3,365 primarily due to a one-time reductibil1,400 of commission liabilities

as a result of favorable settlements with two ¢tenffset by higher expenses related to the grafthur creditor placed homeowners insurance
products. General expenses increased by $25,03bdwewth in the business and expenses relatitiget@005 hurricane season, including
guaranty fund assessments.
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Assurant Health
Overview

The table below presents information regarding fmstiHealth’s segment results of operations:

Revenues:

Net earned premiums and other considerat

Net investment incom
Fees and other incon

Total revenue

Benefits, losses and expense
Policyholder benefit
Selling, underwriting and general expen

Total benefits, losses and expen

Segment income before income ta
Income taxe:

Segment income after ta

Net earned premiums and other considerations
Individual Markets
Individual Medical
Short term medice

Subtotal
Small employer groug

Total

Membership by product line:
Individual Markets
Individual medica
Short term medice

Subtotal
Small employer groug

Total

Ratios:

Loss ratio (1]
Expense ratio (2
Combined ratio (3

For the Year Ended

December 31,
2006 2005 2004
(in thousands)

$ 2,083,95 $2,163,96! $ 2,231,29:i
75,21t 69,05¢ 67,90
41,56( 40,34¢ 38,70¢
2,200,73. 2,273,36! 2,337,90:
(1,300,81) (1,344,62) (1,422,78)
(641,329 (657,899 (674,90
(1,942,14) (2,002,52) (2,097,69))
258,58° 270,84: 240,21¢
(90,66¢) (92,787 (81,937
$ 167,91¢ $ 178,05! $ 158,28
$1,213,67 $ 1,164,49: $ 1,100,86!
101,45 110,91: 114,58
1,315,13 1,275,411 1,215,45:
768,82¢ 888,55! 1,015,84
$ 2,083,95 $2,163,96! $ 2,231,29:
641 644 675
87 10z 107
72¢ 74€ 782
207 25E 33:
93t 1,001 1,11¢

62.4% 62.1% 63.£%

30.2% 29.8% 29.1%

91.4% 90.£% 92.4%

(1) The loss ratio is equal to policyholder benefitgaizd by net earned premiums and other consideisu
(2) The expense ratio is equal to selling, underwritind general expenses divided by net earned presréameh other considerations and f

and other income

(3) The combined ratio is equal to total benefiisses and expenses divided by net earned prenainchsther considerations and fees and

other income
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Year Ended December 31, 2006 Compared to the Yewtdd December 31, 2005
Net Income

Segment net income decreased by $10,136, or 6$4,60,919 for the twelve months ended December @16 &om $178,055 for the
twelve months ended December 31, 2005. The decieasgment income was primarily attributable toosarall decline in membership due
continued increased competition and our strict estiee to underwriting guidelines. The decreaseetrintome was partially offset by an
increase in investment income from real estatepeships of approximately $4,900 (after tax).

Total Revenues

Total revenues decreased by $72,633, or 3%, t@8Z 32 for the twelve months ended December 316 2@0n $2,273,365 for th
twelve months ended December 31, 2005. Net eanmsgdipms and other considerations from our individnarkets business increased by
$39,721, or 3%, primarily due to premium rate iases. Net earned premiums and other considerdtmmsour small employer group
business decreased by $119,729, or 13%, due tdiaeléen members, partially offset by premium retereases. The small employer group
business continues to experience decreases in ig@nelss due to increased competition and our strlicerence to underwriting guidelines.
The decrease was patrtially offset by an increagsviestment income of $6,159, or 9%, primarily do@n increase in real estate partnership
investment income of approximately $7,500.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreasedb§ 786 or 3%, to $1,942,145 for the twelve montidegl December 31, 2006 fr¢
$2,002,523 for the twelve months ended Decembe2@15. Policyholder benefits decreased by $43,803%. The benefit loss ratio increa
by 30 basis points, from 62.1% to 62.4%. The desréa policyholder benefits was primarily due te tecline in net earned premiums,
partially offset by higher claims experience priityaon individual medical business. Selling, unddting and general expenses decreased by
$16,571, or 3%. The expense ratio increased byad Ipoints, from 29.8% to 30.2%. The decreasapemses was primarily due to decreased
commission expense resulting from the decline ialsemployer group business.

Year Ended December 31, 2005 Compared to the Yewte December 31, 2004
Net Income

Segment net income increased by $19,768, or 12%4, 78,055 for the year ended December 31, 2005 $058,287 for the year ended
December 31, 2004. The increase in segment incemmémarily attributable to an improved benefitdaatio in the small employer group
business. The increase is partially offset by ti@ms. First, an overall decline in membership dueontinued increased competition and strict
adherence to our underwriting guidelines. Secondnerease in expenses of approximately $6,50@r#dix) due to increased spending on
initiatives aimed at growing the individual markeétssiness.

Total Revenues

Total revenues decreased by $64,543, or 3%, ta/32385 for the year ended December 31, 2005, fr2y83%,908 for the year ended
December 31, 2004. Net earned premiums and otmsidarations from our individual markets businegseased by $59,959, or 5%, prima
due to premium rate increases, partially offsealulecline in members. Net earned premiums and otireiderations from our small employer
group business decreased by $127,292, or 13%pdueécline in members, partially offset by premiwte increases. Both individual markets
and the small employer group business continuggergence decreases in new business due to increasgpetition in their respective mark
and strict adherence to our underwriting guidelines
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Total Benefits, Losses, and Expenses

Total benefits, losses and expenses decreasedhles9 or 5%, to $2,002,523 for the year ended Béee 31, 2005, from $2,097,6!
for the year ended December 31, 2004. The bewsfitdatio decreased by 170 basis points, from 680882.1%. The improvement in the
benefit loss ratio is due to a decrease in politdrobenefits of $78,159, or 5%, primarily duetie bverall decline in members and favorable
claims experience in the small employer group lessnThe expense ratio increased by 10 basis pfyimts 29.7% to 29.8%. The increase in
the expense ratio is primarily due to a proportielyasmaller decrease in expenses compared tcettrease in net earned premiums and fees
and other income. Selling, underwriting and genexglenses decreased by $17,008, or 3%, primarédyala decline in first year business in
2005 compared to 2004, resulting in decreased cesiom expense and other acquisition costs in lmatividual markets and small employer
group business. This decrease was partially offgein increase of approximately $10,000 in spendmditiatives aimed at growing the
individual markets business.

Assurant Employee Benefil
Overview
The table below presents information regarding AastUEmployee Benefi segment results of operatiot

For the Year Ended
December 31,

2006 2005 2004

(in thousands)

Revenues:
Net earned premiums and other considerat $1,179,90: $ 1,277,83: $1,276,81:
Net investment incom 158,52! 156,88 149,71¢
Fees and other incon 27,54: 26,21 29,30¢
Total revenue 1,365,96! 1,460,94. 1,455,83i
Benefits, losses and expense
Policyholder benefit (830,639 (936,83Y) (950,23Y)
Selling, underwriting and general expen (407,02() (418,547 (409,73
Total benefits, losses and expen (1,237,65) (1,355,37) (1,359,97)
Segment income before income ta 128,31 105,56 95,86¢
Income taxe: (44,71) (37,199 (33,659
Segment income after ta $ 83,60 $ 68,36¢ $ 62,21(
Ratios:
Loss ratio (1 70.4% 73.2% 74.4%
Expense ratio (2 33.1% 32.1% 31.4%

Net earned premiums and other considerations
By major product groupings

Group denta $ 428,21t $ 502,78¢ $ 520,51
Group disability single premiums for closed blo¢B¥ 46,31 26,70( 40,90¢
All Other group disability 480,92: 489,84( 465,51
Group life 224,44° 258,50¢ 249,87t

Total $1,179,90: $1,277,83 $1,276,81.

(1) The loss ratio is equal to policyholder benefitgaizd by net earned premiums and other consideisu

(2) The expense ratio is equal to selling, underwritind general expenses divided by net earned presréameh other considerations and f
and other income

(3) This represents single premium on closed bloclgatdip disability busines
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Year Ended December 31, 2006 Compared to the Yewtdd December 31, 2005
Net Income

Segment net income increased by $15,237, or 22%83¢503 for the year ended December 31, 2006 $683366 for the year ended
December 31, 2005. The increase in segment incoasepwmarily driven by continued favorable grougattility experience and improved
group dental experience. Disability recovery rabdsich include claimants who return to work, ang@xence in our DRMS channel, were
improved. The improvement in loss ratios is pditiaffset by the decrease in revenues.

Total Revenues

Total revenues decreased by $94,973, or 7%, t®%$988 for the year ended December 31, 2006 fro@691941 for the years end
December 31, 2005. Excluding group disability sengtemium for closed blocks, net earned premiurdscgimer considerations decreased
$117,549 or 9%, from the prior year primarily dodricreased lapses and decreased sales. Lapséexpeand sales trends reflect the
transition to the business’ small case strateggaaleith disciplined pricing in a competitive margktce.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreasedlify7#B, or 9%, to $1,237,654 for the year endeceBwber 31, 2006 from $1,355,3
for the year ended December 31, 2005. The loss datireased 290 basis points, from 73.3% to 70pfi¥barily due to continued favorable
group disability experience. Group disability reepyrates, which include claimants who return tokyand deaths were higher compared to
the prior year. Experience in our DRMS channel algoroved. Group dental experience has improveaigmily due to disciplined pricing
actions. The expense ratio increased 160 basisspgioam 32.1% to 33.7%. The increase in the expeaise is primarily driven by the decrease
in revenues that was proportionally larger thandberease in general expenses. Selling, undergutid general expenses have decreased
$11,522, or 3%, year over year. In the prior yaarhad a non-recurring reduction in short-term imis® compensation expenses. Excluding
the prior year non-recurring reduction, sellingngel and underwriting expenses have decrease@plgrdue to expense management
consistent with revenue trends.

Year Ended December 31, 2005 Compared to the Yewte December 31, 2004

Net Income

Segment net income increased by $6,156, or 10%6&866 for the year ended December 31, 2005, $62;210 for the year ended
December 31, 2004. The increase in segment incoasepwimarily due to a decrease in policyholder Benérhis decrease was driven by
improved group life mortality and improved groumttd experience, partially offset by lower groupaility claim closures.

Total Revenues

Total revenues remained relatively flat increas$bgl05 to $1,460,941 for the year ended Decemhe2@®15, from $1,455,836 for tt
year ended December 31, 2004. Net earned preminchether considerations remained flat comparedity pear due to our increased foc
on small case and voluntary business. The inclieaswenues was primarily due to an increase inmetstment income of $7,171, or 5%.
During the third quarter, we recognized $2,56(nwEstment income from a real estate partnership.rétmaining increase in net investment
income is primarily due to an increase in averagested assets of approximately 3%.

Total Benefits, Losses, and Expenses

Total benefits, losses and expenses decreased 8§554r less than 1%, to $1,355,377 for the yaded December 31, 2005, frc
$1,359,972 for the year ended December 31, 20041393 ratio decreased 110 basis
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points, from 74.4% to 73.3%. The decrease in ths tatio and the decrease in policyholder benefi$l 3,400, or 1%, was primarily due to
improved group life mortality and improved groumtid experience partially offset by lower groupadtigity claim closures. The expense ratio
increased 70 basis points, from 31.4% to 32.1%.iftrease in the expense ratio is due to an inergeselling, underwriting and general
expenses of $8,805, or 2%, primarily driven by lkigtechnology-related costs due to implementatfidechnology aimed at improving our
customer service.

Corporate and Other
The table below presents information regarding@beporate and Other segm'’s results of operation

For the Year Ended
December 31,

2006 2005 2004

(in thousands)

Revenues:
Net investment incom $ 35,93t $ 27,79 $ 25,87¢
Net realized gains on investmel 111,86¢ 8,23t 24,30¢
Amortization of deferred gains on disposal of basse: 37,30( 42,50¢ 57,63:
Loss on disposal of busine — — (9,232
Fees and other incon 682 1,43 1,84«
Total revenue 185,78: 79,96¢ 100,43(
Benefits, losses and expense
Policyholder benefit 5) (61,949 (7,947
Selling, underwriting and general expen (83,07¢) (96,055 (76,909
Interest expens (61,249) (61,259 (58,58))
Total benefits, losses and expen (144,329 (219,25¢) (143,42
Segment income (loss) before income ti 41,45¢ (139,28) (42,999
Income taxe: (17,129 95,84" 7,39¢
Segment income (loss) after ta $ 24,33t $ (43,440 $ (35,59¢)

As of December 31, 2006, we had approximately 4B (pre-tax) of deferred gains that had not yentemortized. We expect to
amortize deferred gains from dispositions througB12 The deferred gains are being amortized intteqmaconsistent with the expected future
reduction of the irferce blocks of business ceded to The HartfordJofth Hancock. This reduction is expected to be mapi in the first fev
years after sale and to be slower as the lialslitiehe blocks decreas

Year Ended December 31, 2006 Compared to the Yewatedd December 31, 2005
Net Income

Segment net income improved by $67,775, or ovefd,a0 $24,335 for the twelve months ended Decer8beR006 from a net loss
($43,440) for the twelve months ended DecembePB3@5. This improvement is mainly due to a realigath of $63,900 (after tax) from the
sale of our investment in PHCS, a realized gaimftbe reduction of our mortgage loan loss resestrengthening of reserve accruals on ce
excess of loss programs in 2005 that did not rec@006 and a reduction in stock appreciation 8gitpense upon adopting FAS 123R. This
improvement was partially offset by the 2005 reteak$39,400 of previously provided tax accrualsoltwere no longer considered necessary
due to the resolution of IRS audits and $5,50@wfttenefit related to the technical correctionaoflegislation under the American Jobs
Creation Act of 2004 (“Jobs Act”) that did not reda 2006.
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Total Revenues

Total revenues increased by $105,813, or over 100%1 85,782 for the twelve months ended Decembe?306 from $79,969 for tf
twelve months ended December 31, 2005. Revenussaised mainly due to a $103,630 increase in rebatjaens on investments primarily due
to the sale of our investment in PHCS, resulting pre-tax gain of $98,300 and a reduction of oartgage loan loss reserve of $15,168 due to
a refinement of management’s best estimate ofésisrve.

Total Benefits, Losses and Expenses

Total benefits, losses and expenses decreaseddt83%7 or 34%, to $144,324 for the twelve monthdeehDecember 31, 2006 frc
$219,256 for the twelve months ended December @15.2This decrease is primarily due to $61,943ostsincurred in 2005 on excess of loss
reinsurance programs, related to personal accidamtpm and kidnap insurance risks, reinsured adddby certain subsidiaries in the Lon
market between 1995 and 1997. In addition, stogkegation rights expense declined, due to the talopf FAS 123R on January 1, 2006.
These expense declines were partially offset by,&0® contribution to the Assurant Charitable Faiih.

Year Ended December 31, 2005 Compared to the Yewte December 31, 2004
Net Income

Segment net loss increased by $7,844, or 22%A4®,440) for the year ended December 31, 2005, $(88,596) for the year end:
December 31, 2004. The increase in net loss wasapity due to an increase in policyholder bengfite to the strengthening of reserve
accruals on certain excess of loss reinsurancegmgsold by our subsidiaries in the London malledtveen 1995 and 1997, an increase in
selling, underwriting and general expenses dugoitkscompensation and a reduction in the amortinadif deferred gains on disposal of
business. The increase in net loss was partialbebby approximately $39,400 of income tax accrabdases due to the resolution of IRS
audits.

Total Revenues

Total revenues decreased by $20,461, or 20%, t®@6%99or the year ended December 31, 2005, fron® 3B0 for the year ended
December 31, 2004. This decrease was primarilytaimver net realized gains on investments and t@meortization of deferred gains on
disposal of businesses due to continued runoffi@fsbld businesses. In addition, as a result opoual review of estimates affecting the
deferred gain on disposal of businesses we todilaege of approximately $4,600.

Total Benefits, Losses, and Expenses

Total benefits, losses and expenses increasedH83l, or 53%, to $219,256 for the year ended Déeerdl, 2005, from $143,425 f
the year ended December 31, 2004. The increaserianly due to an increase in policyholder bergefift $54,002 as a result of costs incurred
on excess of loss reinsurance programs, relatpdrsmnal accident, ransom and kidnap insurancs, nisknsured and ceded by certain
subsidiaries in the London market between 1995189Y. These charges include a settlement with boardargest reinsurers for 1997 and
strengthening of reserves for remaining portionthefprogram. Selling, underwriting and generalesges increased by $19,152, or 25%,
primarily due to stock appreciation rights (“SARs#hich increased by $18,000 in 2005 compared @t 3%imarily as a result of appreciation
in the stock price.

Income Taxes

The income tax benefits increased by $88,448 to88F5for the year ended December 31, 2005 from3B7i@r the year en
December 31, 2004. Approximately $39,400 of thedased benefit was primarily due to the releaggefiously provided tax accruals, which
were no longer considered necessary based ongbkitien of IRS audits. In addition, approximat&ky,500 of the increased benefit was du
a recaptured tax
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benefit from the $19,000 of tax expense we incumeZD04 on the repatriation of capital from Puerioo, primarily due to a technical
correction of the Jobs Act.

Investments
The following table shows the carrying value of awestments by type of security as of the datd&ated:

As of As of
December 31, 2006 December 31, 2005

(in thousands)

Fixed maturities $ 9,118,04! 73% $ 8,961,77 2%
Equity securitie: 741,63¢ 6% 693,10: 5%
Commercial mortgage loans on real es 1,266,15! 10% 1,212,001 10%
Policy loans 58,73: 1% 61,04: 1%
Shor-term investment 314,11« 3% 427,47 3%
Collateral held under securities lend 365,95¢ 3% 610,66: 5%
Other investment 564,49: 4% 549,75¢ 4%

Total investment $12,429,14 10(%  $12,515,82 10(%

Of our fixed maturity securities shown above, 679d 66% (based on total fair value) were investeskeiturities rated “A” or better as of
December 31, 2006 and December 31, 2005, resplctAeinterest rates increase, the market valu@etl maturity securities decreases.

The following table provides the cumulative netealized gains (losses), pre-tax, on fixed matu#gurities and equity securities as of
the dates indicated:

As of As of

December 31, 20C December 31, 20C
Fixed maturities
Amortized cos $ 8,934,01 $ 8,668,59!
Net unrealized gain 184,03: 293,18
Fair value $ 9,118,04 $ 8,961,77
Equities:
Cost $ 735,56¢ $ 694,97"
Net unrealized gains (losse 6,07: (1,87¢)
Fair value $ 741,63¢ $ 693,10:

Net unrealized gains on fixed maturity securitiesréased by $109,151 from December 31, 2005 torbleee31, 2006. The decrease in
net unrealized gains on fixed maturity securities\primarily due to an increase in treasury yi€lte yield on 5-year treasury securities
increased by approximately 39 basis points angit#id on 10-year treasury securities increasedbbp&asis points between December 31, 2005
and December 31, 2006. Net unrealized gains oryesecurities increased by $7,949 from DecembeRB@5 to December 31, 2006. The
increase was primarily due to changes in the prediestock market. The price return of Merrill Lyn@tobal Bond Index—Preferred Stock,
Hybrid index ended 2006 up slightly after decregdor most of the year.

Net investment income increased by $49,429, ortd%736,686 at December 31, 2006 from $687,257eaeMber 31, 2005. The
increase is primarily the result of an increasgiéids and average invested assets. Net investimesre includes $18,578 of investment
income from real estate partnerships in 2006 coethty

64



Table of Contents

$12,565 in 2005. The yield on average investediaissel cash and cash equivalents, which excluddgseate investment income, was 5.67%
in 2006 compared to 5.54% in 2005.

Net investment income increased by $52,508, ort8%687,257 at December 31, 2005 from $634,74%aebber 31, 2004. The
increase is primarily the result of real estaterpaship income and increased average investetsabld investment income includes $12,565
of investment income from real estate partnersim@005 compared to zero in 2004. The yield on agerinvested assets and cash equivalents
which excludes real estate investment income, mneadhielatively flat at 5.54% in 2005 compared @656 in 2004.

We recorded $810, $765, and $600 of realized lass2806, 2005 and 2004, respectively, associatddather-than-temporary declines
in value of available for sale securities. We aksmorded $854, zero, and $4,217 of faerealized losses in 2006, 2005, and 2004, réispdg
associated with other investments.

The investment category and duration of our grosealized losses on fixed maturities and equitysges at December 31, 2006 were
as follows:

Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Fixed maturities
Bonds:
United States Government and government agencit
and authoritie: $ 189,030 $ (1,379 $ 24,03¢ $ (745 $ 213,070 $ (2,119
States, municipalities and political subdivisic 21,42; (219 9,39¢ (159 30,82 (372)
Foreign governmen 247,29: (2,827 12,89¢ (32€) 260,19( (3,149
Public utilities 346,57( (7,267) 45,62¢ (1,537 392,19¢ (8,799
All other corporate bonc 2,136,34. (37,52) 250,90¢ (7,71%) 2,387,25! (45,239
Mortgage backed securiti 713,91 (8,850 99,71 (3,330 813,62! (12,180
Total fixed maturities $ 3,654,57! $ (58,04 $442,58( $ (13,807 $ 4,097,15 $ (71,85%)
Equity securities
Common stocks:
Banks, trusts and insurance compal $ 14C $ (300 $ — 3 = $ 14C $ (30)
Industrial, miscellaneous and all ot} 10z 2 — — 10z 2
Non-redeemable preferred stocks
Non-sinking fund preferred stocl 248,03( (5,42 67,14 (2,919 315,17: (8,347)
Total equity securitie $ 248,27 $ (5451 $ 67,14: $ (2,917) $ 31541f $ (8,379
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The investment category and duration of our grossalized losses on fixed maturities and equityisges at December 31, 2005 were
as follows:

Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Fixed maturities
Bonds:
United States Government and government agencees an
authorities $ 128,12! $ (1,617 $ 22,38C $ (691) $ 150,50! $ (2,309
States, municipalities and political subdivisic 6,521 (44) 12,17¢ (2349) 18,70( (27¢)
Foreign government 142,11¢ (2,081 10,14 (469) 152,25¢ (2,550
Public utilities 240,25¢ (5,359 36,75: (1,135 277,01 (6,499
All other corporate bonc 1,611,48: (28,92¢) 131,08 (5,389 1,742,56° (34,309
Mortgage Backed Securitit 707,93( (8,082 124,75 (4,057 832,68: (12,13Y
Total fixed maturities $2,836,43 $(46,109) $337,29. $(11,96f) $3,173,72! $(58,077)
Equity securities
Common stocks:
Banks, trusts and insurance compal $ 10 $ @m $ — $ — $ 10 $ (@)
Industrial, miscellaneous and all ott 55 (44) — — 55 (44)
Non-redeemable preferred stocks
Non-sinking fund preferred stocl 307,91¢ (7,46%) 71,79¢ (4,28¢) 379,71¢ (11,759
Total equity securitie $ 307,98 $ (7,517 ¢ 71,79¢ $ (4,28¢) $ 379,78 $(11,799

The total unrealized losses represent less thaof2be aggregate fair value of the related seasitit December 31, 2006 and 2005.
Approximately 79% and 77% of these unrealized lp$sa/e been in a continuous loss position fortless twelve months in 2006 and 2005,
respectively. The total unrealized losses are caagrof 1,394 and 1,172 individual securities V@t of the individual securities having an
unrealized loss of less than $200 in 2006 and 2@3pectively. The total unrealized losses on sgesithat were in a continuous unrealized
loss position for greater than six months but thas 12 months were approximately $2,171 and $9/32806 and 2005, respectively. There
were no securities with an unrealized loss of gretitan $200 having a market value below 88% afd @Bbook value at December 31, 2006
and 2005, respectively.

As part of our ongoing monitoring process, we ragylreview our investment portfolio to ensure timestments that may be other-than-
temporarily impaired are identified on a timely isaand that any impairment is charged against egsnin the proper period. We have revie
these securities and recorded $810, $765, and §f6@dditional other-than-temporary impairments 6Becember 31, 2006, 2005, and 2004,
respectively. Due to issuers’ continued satisfactibthe securities’ obligations in accordance wiitgir contractual terms and their continued
expectations to do so, as well as our evaluatidhefundamentals of the issuers’ financial conditiwe believe that the prices of the securities
in an unrealized loss position as of December B062n the sectors discussed above were tempodefyessed primarily as a result of the
prevailing level of interest rates at the time $leeurities were purchased. The Company has thet iamel ability to hold these assets until the
date of recovery.
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Loss Protection and Capital Manageme

As part of our overall risk and capital managenstrategy, we purchase reinsurance for certain dgklerwritten by our various busine
segments, including significant individual or catephic claims, and to free up capital to enabléousrite additional business.

For those product lines where there is exposucatastrophes, we closely monitor and manage theeggte risk exposure by geographic
area, and we have entered into reinsurance tre¢atimgnage exposure to these types of events.

Under indemnity reinsurance transactions in whiehane the ceding insurer, we remain liable forgyotilaims if the assuming company
fails to meet its obligations. To limit this riske have control procedures to evaluate the findooiadition of reinsurers and to monitor the
concentration of credit risk to minimize this expos The selection of reinsurance companies iscbaseriteria related to solvency and
reliability and, to a lesser degree, diversificatas well as developing strong relationships withreinsurers for the sharing of risks.

Business Disposition

To exit certain businesses, we have used reinsatanfacilitate transactions because the businessee legal entities with business
segments we retain. Assets supporting liabiliteded relating to these businesses are held irs tanst the separate accounts relating to
divested business are still reflected in our badastreet.

Segments Client Risk and Profit Sharir

The Assurant Solutions and Assurant Specialty Rtpsegments write business produced by client) a8 mortgage lenders and
servicers and financial institutions, and reinswiésr a portion of such business to insurancesigligries of the clients. Such arrangements
allow significant flexibility in structuring the sining of risks and profits on the underlying busise

A substantial portion of Assurant Solutions andukast Specialty Property reinsurance activitiesral&ted to agreements to reinsure
premiums and risk related to business generategtigin clients to the clients’ captive insuranoepanies or to reinsurance subsidiaries in
which the clients have an ownership interest. Thhothese arrangements, our insurance subsididrdg@e some of the premiums and risk
related to client-generated business with thesatdi When the reinsurance companies are not @&gkdo do business in our insurance
subsidiary’s domiciliary state, our insurance sdiasy generally obtains collateral, such as a toust letter of credit, from the reinsurance
company or its affiliate in an amount equal to dthistanding reserves to obtain full statutory ficiahcredit in the domiciliary state for the
reinsurance. Our reinsurance agreements do neveelis from our direct obligation to our insuretius, a credit exposure exists to the extent
that any reinsurer is unable to meet the obligatassumed in the reinsurance agreements. To maimizexposure to reinsurance
insolvencies, we evaluate the financial conditibowr reinsurers and hold substantial collateratifie form of funds, trusts and letters of cre
as security under the reinsurance agreements.|leee 7A—Quantitative and Qualitative DisclosuresatMarket Risk—Credit Risk.”

Liquidity and Capital Resources

Regulatory Requiremen

Assurant, Inc. is a holding company, and as suaé Jimited direct operations of its own. Our holfitompany assets consist primarily
the capital stock of our subsidiaries. Accordinglyr future cash flows depend upon the availabdftgdividends and other statutorily
permissible payments from our subsidiaries, sugtagents under our tax allocation agreement addrumanagement agreements with our
subsidiaries. The ability to pay such dividends mnhake such other payments will be limited byleaple laws and regulations of the states
in which our subsidiaries are domiciled, which sgbjour subsidiaries to significant regulatory
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restrictions. The dividend requirements and regutatvary from state to state and by type of insocegprovided by the applicable subsidiary.
These laws and regulations require, among othegshiour insurance subsidiaries to maintain mininsehaency requirements and limit the
amount of dividends these subsidiaries can palygdblding company. Solvency regulations, capéguirements and rating agencies are some
of the factors used in determining the amount gftahused for dividends. For 2007, the maximum amaf distributions our subsidiaries

could pay, under applicable laws and regulatiorthaut prior regulatory approval for our statutonjpsidiaries, is approximately $476,070.

Liquidity
Dividends paid by our subsidiaries totaled $554,2830,094 and $361,700 for the years ended Deaedih@006, 2005 and 20C

respectively. We used these cash inflows primaoilpay expenses, to make interest payments ontiedieess, to make dividend payments to
our stockholders, and to repurchase our outstarshinges.

The primary sources of funds for our subsidiari@ssist of premiums and fees collected, the proc&edsthe sales and maturity of
investments and investment income. Cash is prignagéd to pay insurance claims, agent commissaperating expenses and taxes. We
generally invest our subsidiaries’ excess fundsriter to generate income.

We conduct periodic asset liability studies to nmeathe duration of our insurance liabilities, Bvdlop optimal asset portfolio maturity
structures for our significant lines of businesd attimately to assess that cash flows are suffidie meet the timing of cash needs. These
studies are conducted in accordance with formal gzom-wide Asset Liability Management (“ALM”) guideeks.

To complete a study for a particular line of busgienodels are developed to project asset antityadash flows and balance sheet items
under a large, varied set of plausible economioates. These models consider many factors incguthie current investment portfolio, the
required capital for the related assets and liédli our tax position and projected cash flowsftaoth existing and projected new business.

Alternative asset portfolio structures are analyfmeaignificant lines of business. An investmeattfolio maturity structure is then
selected from these profiles given our return heugedid risk preference. Sensitivity testing of digant liability assumptions and new business
projections is also performed.

Given our ALM asset allocation processes and theraaf the products we offer, we have minimal esype to disintermediation risk.
Our liabilities have limited policyholder optiongliwhich results in policyholder behavior that iainly insensitive to the interest rate
environment. In addition, our investment portfd§dargely comprised of highly liquid fixed inconsecurities with a sufficient component of
such securities invested that are near maturitghviriay be sold with minimal risk of loss to meetltaeeds.

Generally, our subsidiaries’ premiums, fees anéstwment income, along with planned asset salesnatakities, provide sufficient cash
to pay claims and expenses. However, there aranoss where unexpected cash needs arise in eXdbss available from usual operating
sources. In such instances, we have several ogtiaiaése needed funds including selling assets fitte subsidiaries’ investment portfolios,
using holding company cash (if available), issusognmercial paper and drawing funds from our revajwiredit facility. We consider the
permanence of the cash need as well as the cestbfsource of funds in determining which optiontibize.

On February 15, 2007, we announced that our Bobdrectors declared a quarterly dividend of $0pE®d common shares payable on
March 12, 2007 to stockholders of record as of &atyr 26, 2007. We paid dividends of $0.08 per sbammmon stock on March 7, 2006 ¢
$.10 per share of common stock on June 13, 20@Geber 12, 2006 and December 11, 2006. We paidetids of $0.07 per share of
common stock on March 14, 2005 and $0.08 per sffatemmon stock on June 7, 2005, September 7, 86689ecember 12, 2005. Any
determination to pay future dividends will be &t ttiscretion of our Board of Directors and will be
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dependent upon: our subsidiaries’ payment of divitdeand/or other statutorily permissible paymemisst our results of operations and cash
flows; our financial position and capital requireme general business conditions; any legal, egullatory and contractual restrictions on the
payment of dividends; and any other factors ourrBad Directors deems relevant.

Retirement and Other Employee Bene

We sponsor a pension and a retirement health lgnafi covering our employees who meet specifiggitglity requirements. The
reported expense and liability associated withelmans requires an extensive use of assumptiorhwitlude the discount rate, expected
return on plan assets and rate of future compemsatcreases. We determine these assumptions bpsecturrently available market and
industry data, historical performance of the plad @s assets, and consultation with an indepencamgulting actuarial firm to aid us in
selecting appropriate assumptions and valuing elated liabilities. The actuarial assumptions usdtie calculation of our aggregate projec
benefit obligation may vary and include an expéatadf long-term market appreciation in equity netskwhich is not changed by minor short-
term market fluctuations, but does change wherelartgrim deviations occur. The assumptions wenugg differ materially from actual resu
due to changing market and economic condition$)drigr lower withdrawal rates or longer or sholiferspans of the participants.

Our pension plans were under-funded by $113,0Z8aember 31, 2006. We established a funding palieyhich service cost plus 15%
of plan deficit will be contributed annually. We d&a$19,500 of pension plan contributions in 20@& Hote 21 of Notes to the Consolidated
Financial Statements included elsewhere in thismdpr the components of the net periodic berefit.

Commercial Paper Program

The Company maintains a $500,000 commercial pagrgm, which is available for working capital asttier general corporate
purposes. Our commercial paper program is rated AMB A.M. Best, P-2 by Moody’s and A2 by S&P. Quubsidiaries do not maintain
commercial paper or other borrowing facilitiesteit level. This program is backed up by a $500 £&fior revolving credit facility with a
syndicate of banks arranged by J.P. Morgan Seesyrittnc. (successor by merger to Banc One Capisakéds, Inc.) and Citigroup Global
Market, Inc., which was established on Januan2804. In April 2005, we amended and restated oQ0E®O0 senior revolving credit facility
with a syndicate of banks arranged by Citibank #dJlorgan Chase Bank. The amended and restatatfality is unsecured and is
available until April 2010, so long as the Comp#nin compliance with all the covenants. This fiails also available for general corporate
purposes, but to the extent used thereto, woulthbgailable to back up the commercial paper progiidrere were no amounts relating to the
commercial paper program outstanding at Decemhe2@16. We did not use the revolving credit fagitiuring 2006 and no amounts are
outstanding.

The revolving credit facility contains restricticevenants. The terms of the revolving credit fac#ilso require that we maintain certain
specified minimum ratios or thresholds. We aredmpliance with all covenants and we maintain adicsfled minimum ratios and thresholds.

Senior Notes

On February 18, 2004, we issued two series of sewi@s in an aggregate principal amount of $97&,00e first series is $500,000
principal amount, bears interest at 5.625% per gadris payable in a single installment due Felyrt&r 2014. The second series is $475,000
in principal amount, bears interest at 6.750% garyand is payable in a single installment due Uaalyrl5, 2034. Our senior notes are rated
bbb by A.M. Best, Baal by Moody’s and BBB+ by S&P.

Interest on our senior notes is payable semi-ahnaalFebruary 15 and August 15 of each year. Eméos notes are unsecured
obligations and rank equally with all of our ottsenior unsecured indebtedness. The senior notearedeemable prior to maturity.
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Management believes that our subsidiaries’ cash fiom operations together with our income and gdiiom our investment portfolio
will provide sufficient liquidity to meet our needsthe ordinary course of business.

Cash Flows

We monitor cash flows at the consolidated, holdiagmpany and subsidiary levels. Cash flow forecatstse consolidated and subsidi
levels are provided on a monthly basis, and wenesel and variance analyses to project future naskls making adjustments to the forecasts
when needed.

The table below shows our recent net cash flows:

For the Year Ended
December 31,

2006 2005 2004

(in thousands)

Net cash provided by (used in)

Operating activitie€" $ 934,15¢ $ 899,17¢ $ 821,85(
Investing activities (84,51)) (548,68%) (744,96))
Financing activitie: (717,54 (302,007 (228,009
Net change in cas $ 132,10! $ 48,48 $(151,11Y)

(1) Includes effect of exchange rate changes on caslash equivalent

Cash Flows for the Years Ended December 31, 200#5,2and 2004.
Operating activities
Net cash provided by operating activities was $934 ,and $899,176 for the years ended December088, &nd 2005, respectively. T

$34,982 increase in net cash provided by operatitigities in 2006 over the comparable period i026 primarily due to cash provided by
reinsurance recoverables relating to settlememt2d05 hurricane losses offset by a decrease iouats payable.

Net cash provided by operating activities was $888,and $821,850 for the years ended December085, 2nd 2004, respectively. The
$77,326 increase in net cash provided by operatitigities in 2006 over the comparable period i028 primarily attributable to increased
reserves and accounts payable and other liabjliteegially offset by increased reinsurance recabless.

Investing Activities

Net cash used in investing activities was $84,51d.$648,688 for the years ended December 31, 280@@05, respectively. The
$464,177 decrease in net cash used in investingtest in 2006 over the comparable period in 2@)primarily attributable to significant net
cash received from the sale of short-term investmi@n2006 compared to cash used to purchase shrartinvestments for the comparable
period in 2005. Also, the net cash received from$IIS acquisition, a decrease in cash outflowsf@stments in commercial mortgage loans
on real estate and the cash received from theo§&EICS, partially offset by an increase in castdu® purchase fixed maturities, contributed
to the overall decrease in cash used in investtigites.

Net cash used in investing activities was $548&88$744,962 for the years ended December 31, 2082004, respectively. The
$196,274 decrease in net cash used in investingtees in 2005 over the comparable period in 2@)drimarily attributable to the decrease in
net cash used to purchase fixed maturities andyes@curities. This was partially offset by an Eese in cash used to purchase short-term
investments in 2005 compared to 2004.
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Financing Activities:

Net cash used in financing activities was $717 &dd $302,001 for the years ended December 31, 200005, respectively. Tl
$415,543 increase in net cash used in financingites in 2006 over the comparable period in 280primarily attributable to an increase in
net cash used to purchase treasury stock and gelvacollateral held under securities lending.

Net cash used in financing activities was $302&0d $228,003 for the years ended December 31, 2002004, respectively. The
$73,998 increase in net cash used in financingities in 2005 over the comparable period in 2G0@rimarily attributable to an increase in
cash used to purchase treasury stock, the isswéroemmon stock and a change in collateral heldeusdcurities lending. Offsetting these
changes was the net repayment of debt in 2004.

The table below shows our cash outflows for distitms and dividends for the periods indicated:

For the Year Ended December 31,

2006 2005 2004

(in thousands)

Security
Mandatory redeemable preferred securities of sidryidrust $ — 3 — $ 66,73
Mandatory redeemable preferred stock dividendsirstedest paic 61,15¢ 61,17¢ 37,70¢
Common stock dividenc 48,15] 42,05( 29,67¢
Total $109,31¢ $103,22¢ $ 134,11

Commitments and Contingencies

We have obligations and commitments to third partig a result of our operations. These obligatmascommitments, as
December 31, 2006, are detailed in the table bélpwaturity date as of the dates indicated:

As of December 31

Less than 1 Yea 1-3 3.5 More than 5

Years Years Years Total

(in thousands)
Contractual obligations:

Insurance liabilities (1 $ 1,790,34. $1,557,39 $1,363,42° $11,668,76  $16,379,93
Debt and related intere 60,18¢ 120,37! 120,37! 1,736,62 2,037,56.
Mandatory redeemable preferred sti — — — 22,16( 22,16(
Operating lease 35,12¢ 52,79¢ 28,13t 30,97¢ 147,03
Pension obligations and postretirement bet 31,53¢ 53,77: 56,60¢ 185,56 327,47

Commitments
Investment purchases outstandi

Unsettled trade 9,647 — — — 9,64
Commercial mortgage loans on real es 34,26( — — — 34,26(
Other investment 19,49° — — — 19,49°
Total obligations and commitmer $ 1,980,60. $1,784,34.  $1,568,54. $13,644,08  $18,977,57

(1) Insurance liabilities, reflected in the commétmis and contingencies table above, include predoctwhich we are currently making
periodic payments and products for which we arenmaiting periodic payments, but for which we beli¢ve amount and timing of future
payments is essentially fixed and determinable. Ant®included in insurance liabilities reflect ested cash payments to be made to
policyholders.
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Liabilities for future policy benefits and expensé<$6,766,343 and claims and benefits payable3gfH2,166 have been included in the
commitments and contingencies table. Significameutainties relating to these liabilities includentality, morbidity, expenses, persistency,
investment returns, inflation, contract terms ameltiming of payments.

Letters of Credi

In the normal course of business, letters of craditissued primarily to support reinsurance amarents. These letters of credit are
supported by commitments with financial institusoitVe had approximately $33,219 and $28,216 ddretvf credit outstanding as of
December 31, 2006 and December 31, 2005, resphyrctive

Off-Balance Sheet Arrangements

The Company does not have any off-balance shemigements that are reasonably likely to have ariabégfect on the financial
condition, results of operations, liquidity, or ¢apresources of the Company.

Item 7A. Quantitative and Qualitative Disclosures About MaakRisk

As a provider of insurance products, effective risknagement is fundamental to our ability to priobeth our customers’ and
stockholders’ interests. We are exposed to potdnta from various market risks, in particulardrgst rate risk and credit risk. Additionally,
we are exposed to inflation risk and to a smakekto foreign currency risk.

Interest rate risk is the possibility the fair valof liabilities will change more or less than tharket value of investments in response to
changes in interest rates, including changes islttyge or shape of the yield curve and changeprigasls due to credit risks and other factors.

Credit risk is the possibility that counterpartieay not be able to meet payment obligations whep become due. We assume
counterparty credit risk in many forms. A countetpds any person or entity from which cash or ottoems of consideration are expected to
extinguish a liability or obligation to us. Primigriour credit risk exposure is concentrated in fixed income investment portfolio and, to a
lesser extent, in our reinsurance recoverables.

Inflation risk is the possibility that a changedomestic price levels produces an adverse effeeonings. This typically happens when
only one of invested assets or liabilities is inggxo inflation.

Foreign exchange risk is the possibility that clesnim exchange rates produce an adverse effectraings and equity when measured in
domestic currency. This risk is largest when adsat&ing liabilities payable in one currency areeisted in financial instruments of another
currency. Our general principle is to invest ineasghat match the currency in which we expectitiiglities to be paid.

Interest Rate Risl

Interest rate risk arises as we invest substafotials in intere«-sensitive fixed income assets, such as fixed ntgtimvestments
mortgage-backed and as&etcked securities and commercial mortgage loaimapity in the United States and Canada. Therdvwaoeforms of
interest rate risk—price risk and reinvestment.rRice risk occurs when fluctuations in interedges have a direct impact on the market
valuation of these investments. As interest rases the market value of these investments fafld,anversely, as interest rates fall, the market
value of these investments rises. Reinvestmenbiiskirs when fluctuations in interest rates had@ect impact on expected cash flows from
mortgage-backed and asset-backed securities. &®sitrates fall, an increase in prepayments @gethssets results in earlier than expected
receipt of cash flows forcing us to reinvest thegaeds in an unfavorable lower interest rate enuiignt, and conversely as interest rates rise,
decrease in
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prepayments on these assets results in later #patied receipt of cash flows forcing us to forgmvesting in a favorable higher interest rate
environment.

We expect to manage interest rate risk by seleativgstments with characteristics such as duratimhd, currency and liquidity tailored
to the anticipated cash outflow characteristicewfinsurance and reinsurance liabilities.

Our group long term disability reserves are alssie to interest rates. Group long-term dis&p#éind group term life waiver of
premium reserves are discounted to the valuatite atzthe valuation interest rate. The valuatidgarist rate is determined by taking into
consideration actual and expected earned ratesromsset portfolio.

The interest rate sensitivity relating to pricekrig our fixed maturity security assets is assess#uly hypothetical scenarios that assume
several positive and negative parallel shifts efykeld curves. We have assumed that the Unite@Stand Canadian yield curve shifts are of
equal direction and magnitude. The individual s&i@srare repriced under each scenario using atialumodel. For investments such as
callable bonds and mortgage-backed and asset-baekeadties, a prepayment model was used in cotipmwith a valuation model. Our
actual experience may differ from the results ndteldw particularly due to assumptions utilizedf@vents occur that were not included in
methodology. The following table summarizes thailtsof this analysis for bonds, mortgage-backeti @sset-backed securities held in our
investment portfolio:

Interest Rate Movement Analysis
of Market Value of Fixed Maturity Securities Investment Portfolio
As of December 31, 2006

-100 -50 0 50 100

(in thousands)

Total market valus $9,733,68 $9,420,07: $9,118,04! $8,828,08: $8,549,12;
% Change in market value from base ¢ 6.75% 3.31% — % -3.1&% -5.71%
$ Change in market value from base ¢ $ 615,63! $ 302,02¢ $ — $ (289,96¢) $ (568,92))

The interest rate sensitivity relating to reinvesitinrisk of our fixed maturity security assetsssessed using hypothetical scenarios that
assume purchases in the primary market and cosditeeffects of interest rates on sales. Thetsffefeembedded options including call or
features are not considered. Our actual resultsdifgy from the results noted below particularlyedto assumptions utilized or if events occur
that were not included in the methodology.

The following table summarizes the results of #rnglysis on our reported portfolio yield:

Interest Rate Movement Analysis
Of Portfolio Yield of Fixed Maturity Securities Inv estment Portfolio
As of December 31, 2006

-100 -50 0 50 100
Portfolio Yield 5.6%% 5.7%% 5.82% 5.8%% 5.95%
Basis Point Change in Portfolio Yie (0.19% (0.00% — % 0.07% 0.13%

Credit Risk
We have exposure to credit risk primarily as a bolof fixed income securities and by entering itimsurance cessior
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Our risk management strategy and investment pd@ity invest in debt instruments of high credit lgyassuers and to limit the amount
of credit exposure with respect to any one issi¥&r.attempt to limit our credit exposure by imposiixgd maturity portfolio limits on
individual issuers based upon credit quality. Cuifseour portfolio limits are 1.5% for issuers rdtdA-and above, 1% for issuers rated A- to
A+, 0.75% for issuers rated BBB- to BBB+ and 0.3Rfhissuers rated BBo BB+. These portfolio limits are further reduded certain issuel
with whom we have credit exposure on reinsuranceeagents. We use the lower of Moody’s or StandaRb&r’s ratings to determine an
issuer’s rating.

The following table presents our fixed maturity éstment portfolio by ratings of the nationally rgnzed securities rating organizations
as of December 31, 2006:

Percentage ¢

Rating Fair Value Total

(in thousands
Aaa/Aa/A $6,127,83l 67%
Baa 2,386,31 26%
Ba 479,03 6%
B and lowetr 124,86! 1%
Total $9,118,04! 10C%

We are also exposed to the credit risk of our rems. When we reinsure, we are still liable toionsureds regardless of whether we get
reimbursed by our reinsurer. As part of our oveniak and capacity management strategy, we purate@ssurance for certain risks
underwritten by our various business segments switted above under “Item 7—Management’s DiscusaimhAnalysis of Financial
Condition and Results of Operations—Reinsurance.”

For at least 50% of our $3,914,972 of reinsurarceverables at December 31, 2006, we are protéctedthe credit risk by using
various types of risk mitigation mechanisms suctrasts, letters of credit or by withholding thesets in a modified coinsurance or co-funds-
withheld arrangement. For example, reserves oféglé®1 and $1,361,615 as of December 31, 2006ngl&t two large coinsurance
arrangements with The Hartford and John Hancodpegtively, related to sales of businesses. If#hge of the assets in these trusts falls
below the value of the associated liabilities, Heetford and John Hancock, as the case may bebwitequired to put more assets in the tr
We may be dependent on the financial conditionted Hartford and John Hancock, whose A.M. Best gatisre currently A+ and A++,
respectively. For recoverables that are not preteby these mechanisms, we are dependent sol¢heamedit of the reinsurer. Occasionally,
the credit worthiness of the reinsurer becomestipreble. See “ltem 1A—Risk Factors—Risks Relate@tr Company—Reinsurance may
not be available or adequate to protect us agkissés, and we are subject to the credit riskiobteers.” We believe that a majority of our
reinsurance exposure has been ceded to compatedsiaor better by A.M. Best.

Inflation Risk

Inflation risk arises as we invest substantial fimdnominal assets, which are not indexed toekellof inflation, whereas the underlyi
liabilities are indexed to the level of inflatioApproximately 12% of Assurant preneed’s insuranaiéciies with reserves of approximately
$398,000 as of December 31, 2006 have death betiedit are guaranteed to grow with the CPI. In s$imferapidly rising inflation, the credited
death benefit growth on these liabilities increasdative to the investment income earned on theinal assets resulting in an adverse impact
on earnings. We have partially mitigated this Bigkpurchasing contracts with payments tied to tRé See “—Derivatives.”

In addition, we have inflation risk in our individuand small employer group health insurance base®to the extent that medical costs
increase with inflation, and we have not been &blacrease premiums to keep pace with inflation.
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Foreign Exchange Risk

We are exposed to some foreign exchange risk grfsim our international operations mainly in Caaad/e also have limited foreic
exchange risk exposure to currencies other thag#madian dollar, primarily the British pound andriszh krone. However, total invested
assets denominated in these other currencies essdHan 2% of our total invested assets at Deaedih@006.

Foreign exchange risk is mitigated by matchingl@lilities under insurance policies that are padgai foreign currencies with
investments that are denominated in such curréNeyhave not established any hedge to our foreigrecay exchange rate exposure.

The foreign exchange risk sensitivity of our fix@aturity security assets denominated in Canadi#lardan our entire fixed maturity
portfolio is summarize in the following table:

Foreign Exchange Movement Analysis
Of Market Value of Fixed Maturity Securities Assets
As of December 31, 2006

Foreign exchange spot rate at December 3

2006, US Dollar to Canadian Dollar -10% -5% 0 5% 10%
Total market valu $9,046,17! $9,082,11. $9,118,04! $9,153,98 $9,189,92
% change of market value from base ¢ (0.79% (0.39% — % 0.3<% 0.7<%
$ change of market value from base ¢ $ (71,87) $ (35,936 $ — $ 35,93t $ 71,87

The foreign exchange risk sensitivity of our cordatled net income is assessed using hypothetisiaétenarios that assume earnings in
Canadian dollars are recognized evenly through@etriimd. Our actual results may differ from theutessnoted below particularly due to
assumptions utilized or if events occur that wesktincluded in the methodology. The following tablenmarizes the results of this analysis on
our reported net income:

Foreign Exchange Movement Analysis
Of Net Income
As of December 31, 2006

Foreign exchange daily average rate for the year eled

2006, US Dollar to Canadian Dollar -10% -5% 0 5% 10%

Net income $713,79: $715,60:« $717,41¢ $719,23( $721,04.
% change of net income from base c (0.51)% (0.25% — % 0.25% 0.51%
$ change of net income from base c $ (3,625 $ (1,819 $ — $ 1,81 $ 3,62¢
Derivatives

Derivatives are financial instruments whose valresderived from interest rates, foreign exchamaggest financial indices or the prices of
securities or commodities. Derivative financialtrmsents may be exchange-traded or contracteckintbr-the-counter market and include
swaps, futures, options and forward contracts.

Under insurance statutes, our insurance comparagause derivative financial instruments to hedgaar anticipated changes in their
assets or liabilities, to replicate cash marketrimsents or for certain income-generating actigitithese statutes generally prohibit the use of
derivatives for speculative purposes. We geneddiyot use derivative financial instruments.

We have purchased contracts to cap the inflat&lngkposure inherent in some of our preneed inserpalicies.
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In 2003, we determined that the modified coinsueaamgreement with The Hartford contained an embeddgdative. In accordance with
DIG B36, we bifurcated the contract into its debsthand embedded derivative (i.e., total returnpdvaad recorded the embedded derivative at
fair value on the balance sheet. Contemporanediisthié adoption of DIG B36, we reclassified theeisted assets related to this modified
coinsurance agreement from fixed maturities avhal&tr sale to trading securities, included in otinwestments. The combination of the two
aforementioned transactions has no net impacteircdmsolidated statements of operations for albdempresented.
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Item 8. Financial Statements and Supplementary Data.

The consolidated financial statements and finarst&tement schedules in Part IV, Item 15(a) 1 aafitBis report are incorporated
reference into this Item 8.

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure.
There have been no disagreements with accountargsamunting and financial disclosu

Item 9A. Controls and Procedures.
Disclosure Controls and Procedures

The management of Assurant is responsible for ksitétiy and maintaining effective disclosure cofgrand procedures, as defined ur
Rules 13a-15 and 15d-15 of the Securities Exchaagef 1934. As of December 31, 2006, an evaluatias performed under the supervision
and with the participation of the Compagsyhanagement, including the chief executive offaxadt chief financial officer, of the effectivenex:
the design and operation of Assurant’s disclosorgrols and procedures. Based on that evaluatianagement concluded that Assurant’s
disclosure controls and procedures as of Decenthe2®6, were effective.

Management’s Annual Report on Internal Control Over Financial Reporting

The management of the Company is responsible fabkshing and maintaining adequate internal comver financial reporting for th
Company as defined in Rule 13a-15(f) under the @éesiExchange Act of 1934.

A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanteagicounting principles generally accepted
in the United States. A compamsyihternal control over financial reporting inclsdeolicies and procedures that (1) pertain to taatanance ¢
records that in reasonable detail accurately ainly faflect the transactions and dispositionsh# assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with accounting
principles generally accepted in the United Stadasd, that receipts and expenditures of the compasmpeing made only in accordance with
authorizations of management and directors of tmepany; and (3) provide reasonable assurance fieggrctevention or timely detection of
unauthorized acquisition, use or disposition ofdbmpany’s assets that could have a material effethe financial statements. Because of its
inherent limitations, internal control over finaakcieporting may not prevent or detect misstatemeXiso, projections of any evaluation of
effectiveness to future periods are subject taitiethat controls may become inadequate becausearfges in conditions, or that the degre
compliance with the policies or procedures may rilriate.

The Company’s management assessed its internabtower financial reporting as of December 31, 208ing criteria established in
“Internal Control—Integrated Framework” issued hg Committee of Sponsoring Organizations of thedway Commission.

Management, including the Company'’s chief executifficer and its chief financial officer, based their evaluation of the Company’s
internal control over financial reporting (as definin Securities Exchange Act Rule 13a-15(f)), hevecluded that the Company’s internal
control over financial reporting was effective dPecember 31, 2006.

Management’s assessment of the effectiveness @dhgany’s internal control over financial repogtias of December 31, 2006 has
been audited by PricewaterhouseCoopers LLP, apéraient registered public accounting firm, as dtateheir report which appears herein.

There have been no changes in the Company’s ilteon&ol over financial reporting that occurredidg the Company’s fourth fiscal
guarter in 2006 that have materially affected sareiasonably likely to materially affect, the Coma internal control over financial reporting.

Item 9B. Other Information.
None.
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PART IlI
Item 10. Directors, Executive Officers and Corporate Governze

The information regarding executive officers in #3897 Proxy Statement dated April 12 (“2007 Protat&nent”) under the caption
“Executive Compensation” is incorporated hereirrdfgrence. The information regarding directorshim 2007 Proxy Statement, under the
captions “Directors” and “Election of Directors” iRProposal One” is incorporated herein by referefiéee information regarding Compliance
With Section 16(a) of the Exchange Act in the 280@xy Statement, under the caption “Section 16@)eficial Ownership Reporting
Compliance” is incorporated herein by referencee ffiormation regarding the Nominating Committed #me Audit Committee in the 2007
Proxy Statement under the captions “Nominating @arporate Governance Committee” and “Audit Comraitie “Corporate Governance” is
incorporated herein by reference.

Code of Ethics.

We have adopted The Assurant Guidelines on Busi@essluc—Our Code of Ethics that applies to all directoficers and employee
of Assurant. Our Code of Ethics and our CorporateeBnance Guidelines are posted on the “Corporatefdance” subsection of the
“Investor Relations” section of our websitevatw.assurant.comie intend to post any amendments to or waivers ftamCode of Ethics th
apply to our executive officers or directors astliication on our website. We may elect to alsoldi® the amendment or waiver in a report on
Form 8-K filed with the SEC.
Item 11. Executive Compensation

The information in the 2007 Proxy Statement unterdaptions “Compensation of Named Executive Offitand “Compensation of
Directors” is incorporated herein by reference. Titiermation in the 2007 Proxy Statement regardimgcompensation committee under the
caption “Compensation Committee” in “Corporate Gonace” is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners ahnagement and Related Stockholder Matters

The information in the 2007 Proxy Statement unterdaptions “Security Ownership of Certain Benafi@wners” and “Security
Ownership of Management” is incorporated hereimdfgrence.

Securities authorized for issuance under equity copensation plans

This information is furnished under “ltem 5—Market Registrant’'s Common Equity, Related Stockholdetters and Issuer Purchased
of Equity Securities”.

Item 13. Certain Relationships and Related Transactions, abitector Independence

The information in the 2007 Proxy Statement unterdaptions “Transactions with Related PersonsCarthin Control Persons” and
“Director Independence” in “Corporate Governanceihicorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information in the 2007 Proxy Statement underdaption “Fees of Principal Accountants” in “Au@ommittee Matters” is
incorporated herein by reference.
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PART IV
Item 15. Exhibits and Financial Statement Schedul
(a)1. Consolidated Financial Statements

The following consolidated financial statementg\esurant, Inc., incorporated by reference into I&rare attached hereto:

Page
(s)
Consolidated Financial Statements of Assurant,
Report of Independent Registered Public Accourf&imm F-1
Assurant, Inc. and Subsidiaries Consolidated Bal&tweets at December 31, 2006, and : F-3
Assurant, Inc. and Subsidiaries Consolidated Statésrof Operations Years Ended December 31, 2005 and 200 F-4
Assurant, Inc. and Subsidiaries Consolidated Statésrof Changes in Stockholders’ Equity Years Eridecdember 31, 2006, 2005
and 2004 F-5
Assurant, Inc. and Subsidiaries Consolidated Stamésof Cash Flows Years Ended December 31, 2Q0& and 200: F-6
Assurant, Inc. and Subsidiaries Notes to Consdaiti&inancial Statements December 31, 2006, 200204 F-8

(a)2. Consolidated Financial Statement Schedules
The following consolidated financial statement stiles of Assurant, Inc. are attached hereto:

Schedule—Summary of Investments other than Investments IatBe Partie:
Schedule —Parent Only Condensed Financial Statem

Schedule I—Supplementary Insurance Informati

Schedule —Reinsuranci

Schedule “—Valuation and Qualifying Accoun

* All other schedules are omitted because theynatepplicable, not required, or the informatioinigduded in the financial statements or
the notes theret:
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(a)3. Exhibits

The following exhibits either (a) are filed withighreport or (b) have previously been filed witle BEC and are incorporated herein by
reference to those prior filings. Exhibits are éafale upon request at the investor relations seafmur website, located atww.assurant.com.

Exhibit
Number

3.1

3.2

3.4

4.1

4.2

10.1

10.Z

10.c

10.4
10.t

10.€

10.7

Exhibit Description

Restated Certificate of Incorporation of the Regist (incorporated by reference from Exhibit
to the Registrant’s Registration Statement on F8+¢tid A (File No. 333-109984) and amendments theiginally filed on
January 13, 2004

Amended and Restated -Laws of the Registrant (incorporated by referemoenfExhibit 3.2 to the Registrée's Registratio
Statement on Form-1/ A (File No. 33-109984) and amendments thereto, originally filedanuary 13, 2004

Termination and Amendment Agreement between Assulran and Fortis Insurance N.V. (incorporated&ference from
Exhibit 3.5 to Assurant, Inc.’s Registration Staggrhon Form S-1/A (File No. 333-121820) and amendmthereto,
originally filed on January 10, 200¢

Letter Agreement between Assurant, Inc. and For§arance N.V. (incorporated by reference from Bil8.6 to Assuran
Inc.’s Registration Statement on Form S-1/ A (Nl 333-121820) and amendments thereto, origirigdlgt on January 10,
2005).

Registration Rights Agreement between the Registmad Fortis Insurance N.V. (incorporated by refesefrom Exhibit 3.
to the Registrant’s Registration Statement on F8¢tid A (File No. 333-109984) and amendments thegiginally filed on
January 13, 2004

Specimen Common Stock Certificate (incorporateddgrence from Exhibit 4.1 to the Regist’'s Registration Stateme
on Form &1/ A (File No. 33-109984) and amendments thereto, originally filedanuary 13, 2004

Senior Debt Indenture dated as of February 18, d@ddeen Assurant, Inc. and SunTrust Bank, as &eugnhcorporated by
reference from Exhibit 10.27 to Registr's Form 1i-K, originally filed on March 30, 2004

Cooperation Agreement, among the Registrant, Fiosisrance N.V., Fortis SA/ NV and Fortis N.V. (@mporated by
reference from Exhibit 10.1 to the Registrant’s Regtion Statement on Form S-1/ A (File No. 3334984) and
amendments thereto, originally filed on January2l®)4).

Assurant 2004 Lor-Term Incentive Plan (incorporated by reference fiexhibit 10.3 to the Registre’s Registratior
Statement on Form-1/ A (File No. 33-109984) and amendments thereto, originally filedlanuary 13, 2004

Amendment No. 1 To The Assurant, Inc. 2004 LongaT &rcentive Plan (incorporated by reference frorigit 10.3 to the
Registrar’s Form 1-Q, originally filed on November 14, 200:

Amendment No. 2 To the Assurant, Inc. 2004 L-Term Incentive Plan, effective December 7, 2(

Form of CEO/Director Delegated Authority Restric®thck Agreement under the Assurant, Inc.

2004 Long Term Incentive Plan (incorporated by negfiee from Exhibit 10.4 to the Registrant’s FormKL,®riginally filed
on March 10, 2006

Amended Form of CEO/Director Delegated AuthoritysRieted Stock Agreement under

Assurant, Inc. 2004 Long Term Incentive Plan, dffecJanuary 11, 200

Supplemental Executive Retirement Plan, as ametidedrporated by reference from Exhibit
10.4 to the Registrant’s Registration Statemerffam S-1 (File No. 333-109984) and amendments tbeoeiginally filed
on October 24, 2003
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Exhibit
Number

10.¢

10.¢

10.1(

10.11

10.1%

10.1:

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

10.1¢

10.2(

10.21

10.2%

10.2:

10.2¢

Exhibit Description

Amendment No. 2 To the Supplemental Executive Betant Plan (incorporated by reference from ExHiBiB to
Registrar’s Form 1-Q, originally filed on November 12, 200¢

Executive Pension and 401(k) Plan (incorporateceigrence from Exhibit 10.5 to the
Registrant’s Registration Statement on Form S-te (R0. 333-109984) and amendments thereto, origifiléd on
October 24, 2003

Amendment No. 1 To the Executive Pension and 408K Bncorporated by reference from Exhibit 10.Reegistrant’s Form
1C-Q, originally filed on November 12, 200¢

Amendment No. 2 To the Executive Pension and 408K Bncorporated by reference from Exhibit 10.Reegistrant’s Form
1C-Q, originally filed on November 14, 200!

Amendment No. 3 To the Executive Pension and 40K Bncorporated by reference from Exhibit 10.6Q@he Registra’s
Form 1(-K, originally filed on March 10, 2006

Change in Control Severance Agreement with J. KEfayton (incorporated by reference from Exhibit8lh the Registrarg’
Registration Statement on Forr-1 (File No. 33-121820) and amendments thereto, originally filedlanuary 3, 2005

Change in Control Severance Agreement with RobeRdlock (incorporated by reference fr
Exhibit 10.9 to the Registrant’s Registration Sta¢at on Form S-1 (File No. 333-121820) and amendsribereto, originally
filed on January 3, 200&

Amendment No. 1 To The Change in Control Sever&greement with Robert B. Pollock (incorporated bference fron
Exhibit 10.13 to the Registre's Form 1-K, originally filed on March 10, 2006

Change in Control Severance Agreement with PhiligcB Camacho (incorporated by reference from EkhQibilO to the
Registrant’s Registration Statement on Form S-le (Rd. 333-121820) and amendments thereto, origifildd on January 3,
2005).

Change in Control Severance Agreement with PhiligcB Camacho (incorporated by reference from Exiibil5 to the
Registrar’s Form 1-K, originally filed on March 10, 2006

Change in Control Severance Agreement with Lesiey8er (incorporated by reference from Exhibit10to the
Registrant’s Registration Statement on Form S-Ie (Ro0. 333-121820) and amendments thereto, origifildd on January 3,
2005).

Amendment No. 1 To The Change in Control Sever&greement with Lesley Silvester (incorporated bigrence from
Exhibit 10.17 to the Registre’s Form 1K, originally filed on March 10, 2006

Change in Control Severance Agreement with Donalthh (incorporated by reference from Exhibit 1048 Registrar's
Form 1(-K, originally filed on March 10, 2006

Amendment No. 1 To The Change in Control Severdgreement with Donald Hamm (incorporated by refessfiom
Exhibit 10.19 to the Registre's Form 1-K, originally filed on March 10, 2006

Letter Agreement, dated October 17, 1997, betwaaerican Bankers Insurance Group and Philip Bruaa&eho
(incorporated by reference from Exhibit 10.11 te Registrant’s Registration Statement on Form 8File No. 333-
109984) and amendments thereto, originally filed&cember 10, 2003

Assurant Directors Compensation Plan (incorporbateceference from Exhibit 10.12 to the RegistraRé&gistration
Statement on Form-1/ A (File No. 33-109984) and amendments thereto, originally fledanuary 13, 2004

Assurant, Inc. Amended and Restated Directors Casgi®n Plan (incorporated by reference from ExHibil to the
Registrar’s Form 1-Q, originally filed on August 22, 200%
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Exhibit
Number

10.2¢

10.2¢

10.27

10.2¢

10.2¢

10.3(

10.31
10.32

10.3:

10.3¢

10.3¢

10.3¢

10.3i

10.3¢

10.3¢

Exhibit Description

Form of Directors Stock Agreement under Directoesnpensation Plan (incorporated by reference frommitktx10.23 to the
Registrar’s Form 1-K, originally filed on March 10, 2006

Form of Directors Stock Appreciation Rights Agreemender the Directors Compensation Plan (incotgaray reference
from Exhibit 10.24 to the Registr¢ s Form 1K, originally filed on March 10, 2006

Assurant Executive Management Incentive Plan (ma@ted by reference from Exhibit 10.16 to the Regnt’'s Registration
Statement on Form-1 (File No. 33-109984) and amendments thereto, originally fileddmtober 24, 2003

Assurant Long Term Incentive Plan (incorporateddfgrence from Exhibit 10.1 to the Regist’s Form K, originally filed
on April 13, 2005)

Amended and Restated Assurant Long Term Incentase (hitially adopted effective April 8, 2005 aathended and restated
on November 9, 2006 and January 11, 20

Form of Restricted Stock Agreement under the Asgurang Term Incentive Plan (incorporated by refieefrom Exhibit
10.27 to the Registre’s Form 1K, originally filed on March 10, 2006

Amended Form of Restricted Stock Agreement undeAgsurant Long Term Incentive Plan, effective dapd 1, 2007

Form of Stock Appreciation Rights Agreement undher Assurant Long Term Incentive Plan (incorpordagdeference fron
Exhibit 10.28 to the Registre's Form 1-K, originally filed on March 10, 2006

Amended Form of Stock Appreciation Rights Agreemerder the Assurant Long Term Incentive Plan, ¢ffecJanuary 11
2007.

Assurant Deferred Compensation Plan (incorporayectterence from Exhibit 10.17 to the Registrafsm 10-K, originally
filed on March 31, 2005

Consulting, No-Compete and Payments Agreement, dated July 19, 8888nhg Fortis, Inc., Allen R. Freedman and Fc
Insurance N.V. (incorporated by reference from Biti0.19 to the Registrant’s Registration StatenoenForm S-1 (File
No. 33:-109984) and amendments thereto, originally filedDatober 24, 2003

Retirement Agreement, dated July 19, 1999, amomtsk-tnc., Allen R. Freedman and Fortis InsuraNc¥., as amende
(incorporated by reference from Exhibit 10.20 te Registrant’s Registration Statement on Form Bilgé No. 333-109984)
and amendments thereto, originally filed on Octdber2003)

Agreement, dated September 1, 2003, between Fostisance Company and its affiliates Fortis Besdfisurance Compar
and John Alden Life Insurance Company and Natiéwakhinistration Company, Inc. (incorporated by refeze from Exhibit
10.25 to the Registrant’s Registration Statemerffamm S-1/ A (File No. 333-109984) and amendmdmseto, originally
filed on December 10, 200:

Amendment to the Agreement, effective May 1, 208&veen Fortis Insurance Company and its affili&edis Benefits
Insurance Company and John Alden Life Insurance fgzmy and National Administration Company, Inc. Grporated by
reference from Exhibit 10.33 to the Regist’s Form 1K, originally filed on March 10, 2006

Three Year Credit Agreement, dated as of Januarg@®™, by and among Assurant, Inc., as the bomovegtain banks and
financial institutions, as the lenders, Bank OnA, Bis administrative agent for the lenders, Citigrddorth America Inc., as
syndication agent, and Morgan Stanley Senior Fugydirc. and JP Morgan Chase Bank, as co-documentagients
(incorporated by reference from Exhibit 10.26 te Registrant’s Registration Statement on form 8-(File No. 333109984
and amendments thereto, originally filed on Febriar2004).
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Exhibit
Number

10.4(

10.41

10.42

10.4:

21.1
23.1
24.1
31.1
31.z
32.1

32.2

Exhibit Description

First Amended and Restated Credit Agreement dated April 29, 2005 among Assurant, Inc., as thedeer, and certai
banks and financial institutions as the lenderdjafgan Chase Bank, N.A. as Administrative Agentginporated by referen
from Exhibit 10.2 to the Registre’s Form 11-Q, originally filed on May 16, 2005

Amendment No. 1 To The Amended and Restated CAgpidement Dated as of April 29, 2005 among Assyiant, as the
borrower and certain banks and financial institigias the lenders, JPMorgan Chase Bank, N.A. asmistrative Agent
(incorporated by reference from Exhibit 10.1 to Registrar’'s Form 1-Q, originally filed on November 14, 200!

Amendment No. 2 To The Amended and Restated Chgpldement among Assurant, Inc., as the borrowercarndin bank:
and financial institutions as the lenders, JPMorghaase Bank, N.A. as Administrative Agent, effeetApril 2006.

Amendment No. 3 To The Amended and Restated Cigpldement among Assurant, Inc., as the borrowercantdin banks
and financial institutions as the lenders, JPMorgaase Bank, N.A. as Administrative Agent, effeetiebruary 2, 200°

Subsidiaries of the Registra

Consent of PricewaterhouseCoopers L

Power of Attorney

Rule 13i-14(a)/15¢14(a) Certification of Principal Executive Office
Rule 13i-14(a)/15+-14(a) Certification of Principal Financial Office

Certification of Chief Executive Officer of Assuttainc. pursuant to 18 U.S.C. Section 1350, as &dbpursuant to
Section 906 of the Sarbal-Oxley Act of 2002

Certification of Chief Financial Officer of Assuranc. pursuant to 18 U.S.C. Section 1350, as tdbpursuant to
Section 906 of the Sarbal-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized on March 1, 2007.

ASSURANT, INC.

By: /s/ ROBERTB. PoLLOCK
Name: Robert B. Pollock
Title: President and Chief Executive Office

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant in the capacities indicated orrdial, 2007.

Signature Title

/'s/ ROBERTB. PoLLock Chief Executive Office and Director
(Principal Executive Officer)

Robert B. Pollock

* Executive Vice President and Chief Financial Offi

P. Bruce Camacho

* Senior Vice President and Control
(Principal Accounting Officer)

John A. Sondej

* Director

John Michael Palms

* Director
Michel Baise
* Director

Robert J. Blendon

* Director

Beth L. Bronner

* Director

Howard L. Carver

* Director

Juan N. Cento

* Director

Allen R. Freedman

* Director

Charles J. Koch

* Director

H. Carroll Mackin

* Director

Michele Coleman Mayes

By: /s/ ROBERTB. PoLLock
Name: Robert B. Pollock
Attorney-in-Fact
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Report of Independent Registered Public Accountingrirm

To the board of directors and shareholders of Asguinc.:

We have completed integrated audits of Assurant;d2006 and 2005 consolidated financial statesand of its internal control over
financial reporting as of December 31, 2006, anduwdit of its 2004 consolidated financial stateraéntaccordance with the standards of the
Public Company Accounting Oversight Board (Unitedt&s). Our opinions, based on our audits, arespted below.

Consolidated financial statements and financiatestdent schedules

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15(a){iesent fairly, in all materi:
respects, the financial position of Assurant, brad its subsidiaries at December 31, 2006 and 20@bthe results of their operations and their
cash flows for each of the three years in the plegioded December 31, 2006 in conformity with actiogrprinciples generally accepted in the
United States of America. In addition, in our opimj the financial statement schedules listed irirtdex appearing under Item 15(a)(2), pre!
fairly, in all material respects, the informaticet $orth therein when read in conjunction with tetated consolidated financial statements.
These financial statements and financial statemamtdules are the responsibility of the Companyaagement. Our responsibility is to
express an opinion on these financial statememntginancial statement schedules based on our aWdésconducted our audits of these
statements in accordance with the standards d?tiidic Company Accounting Oversight Board (Uniteédt&s). Those standards require that
we plan and perform the audit to obtain reasonasdeirance about whether the financial statemeat$es of material misstatement. An audit
of financial statements includes examining, onsalb@sis, evidence supporting the amounts andodisds in the financial statements,
assessing the accounting principles used and mignifestimates made by management, and evaluhtngverall financial statement
presentation. We believe that our audits providessonable basis for our opinion.

As discussed in Note 2 to the consolidated findrstegements, the Company changed its method afuating for share-based
compensation on January 1, 2006, and for definedfligpension and other postretirement plans orebuser 31, 2006.

Internal control over financial reportin

Also, in our opinion, managem¢s assessment, included in Manager's Annual Report on Internal Control Over Finan&aborting
appearing under Item 9A, that the Company mainthéftective internal control over financial repagias of December 31, 2006 based on
criteria established imternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatidrise Treadway
Commission (COSO0), is fairly stated, in all materéspects, based on those criteria. Furthermoreyi opinion, the Company maintained, in
all material respects, effective internal contretiofinancial reporting as of December 31, 2006¢lleon criteria establishedlimernal Control
- Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoser
financial reporting and for its assessment of fifecéiveness of internal control over financial ogfing. Our responsibility is to express
opinions on management’s assessment and on theieéfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control oveagfigial reporting in accordance with the standafdeeoPublic Company Accounting
Oversight Board (United States). Those standamisinethat we plan and perform the audit to obteasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internaltic@rover financial reporting, evaluating managetreassessment, testing and evaluating the
design and operating effectiveness of internalrebrand performing such other procedures as wsidennecessary in the circumstances. We
believe that our audit provides a reasonable Basisur opinions.
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A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A companys internal control over financial reporting inclsddose policies and procedures that (i) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readdleassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

PricewaterhouseCoopers LLP
New York, New York
March 1, 2007
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Assets
Investments

Assurant, Inc. and Subsidiaries

Consolidated Balance Sheel
At December 31, 2006 and 2005

Fixed maturities available for sale, at fair va{aeortized co—$8,934,017 in 2006 and $8,668,595 in 20(
Equity securities available for sale, at fair vajoes—$735,566 in 2006 and $694,977 in 20
Commercial mortgage loans on real estate, at areortos

Policy loans
Shor-term investment

Collateral held under securities lend

Other investment

Total investment
Cash and cash equivalel
Premiums and accounts receivable,
Reinsurance recoverabl
Accrued investment incor
Tax receivable
Deferred acquisition cos

Property and equipment, at cost less accumulateckdation

Goodwill

Value of business acquirt
Other asset

Assets held in separate accot

Total asset

Liabilities

Future policy benefits and expen:
Unearned premiurr

Claims and benefits payat
Commissions payab

Reinsurance balances paya

Funds held under reinsurar
Deferred gain on disposal of busines
Obligation under securities lendi
Accounts payable and other liabiliti
Deferred income taxes, r

Income taxes payab

Debt

Mandatorily redeemable preferred st
Liabilities related to separate accou

Total liabilities
Commitments and contingencies (Note

Stockholders’ equity

Common stock, par value $.01 per share, 800,00G08fes authorized, 143,080,961 and 142,563,828sslssued,
122,618,317 and 130,591,834 shares outstandingarbber 31, 2006 and 2005, respecti

Additional paic-in capital
Retained earning

Unamortized restricted stock compensation; (127®&@Gikes at December 31, 20!

Accumulated other comprehensive incc

Treasury stock, at cost; 20,308,610 and 11,844sBades at December 31, 2006 and 2005, respec

Total stockholder equity

Total liabilities and stockholde’ equity

December 31,

2006

December 31,

2005

(in thousands except number of shares

$ 9,118,04
741,63

1,266,15:

58,73¢

314,11«

365,95¢

564,49:

12,429,14
987,67
612,01:

3,914,97.
137,80:
2,397,901
275,20:
790,51
134,43
186,93¢
3,298,54.

$ 25,165,14

$ 6,766,34.
4,429,89:
3,412,16/

304,64(
84,89.
49,98(

249,91

365,95¢
1,282,90:
57,15]

22,16(
3,298,54.

$ 21,332,55

$ 1,43(
2,894,89:
1,676,17

88,06:
(827,96()

3,832,59

$ 25,165,14

See the accompanying notes to the consolidateddialstatements
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$ 8,961,77:
693,10:

1,212,00!

61,04:

427,47

610,66:

549,75¢

12,515,82
855,56¢
454,78¢

4,447,811
128,15(
3,86¢
2,022,30i
267,72(
804,86+
151,51:
240,60!
3,472,43!

$ 25,365,45

$ 6,664,85:
3,851,61
3,875,22.

301,20¢
129,54
78,57¢
287,21.
610,66:
1,351,19!
47,51«

971,69(
24,16(
3,472,43!

$ 21,665,89

$ 1,42¢
2,880,32!
1,006,91

(2,829

219,49

(405,770)

3,699,55!

$ 25,365,45
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Assurant, Inc. and Subsidiaries

Consolidated Statements of Operation
Years ended December 31, 2006, 2005 and 2004

Revenues

Net earned premiums and other considerat

Net investment incom

Net realized gains on investme|

Amortization of deferred gain on disposal of buss
Loss on disposal of busines:

Fees and other incon

Total revenue
Benefits, losses and expens
Policyholder benefit
Amortization of deferred acquisition costs and eabdl business acquire
Underwriting, general and administrative exper
Interest expens
Distributions on mandatorily redeemable preferreclsities

Total benefits, losses and expen
Income before income taxes and cumulative effechahge in accountir
principle

Income taxe:

Net income before cumulative effect of change iooaating principle
Cumulative effect of change in accounting princ

Net Income

Earnings Per Share—Basic
Net income before cumulative effect of change iooaating principle
Cumulative effect of change in accounting princ

Net income

Earnings Per Share—Diluted
Net income before cumulative effect of change iooaating principle
Cumulative effect of change in accounting princ

Net income

Dividends per shar
Share Data:

Weighted average shares outstanding used in basghare calculatior

Plus: Dilutive securitie

Weighted average shares used in diluted per skrelations

Years Ended December 31

2006 2005 2004
(in thousands except number of shares and per sha
amounts)
$ 6,843,77 $ 6,520,79 $ 6,482,87.
736,68t 687,25 634,74¢
111,86 8,23t 24,30¢
37,30( 42,50¢ 57,63:
— — (9,232)
340,95¢ 238,87¢ 220,38t
8,070,58. 7,497,67! 7,410,71.
3,538,94 3,707,80! 3,839,76!
1,185,111 926,60¢ 820,45¢
2,189,53! 2,146,39. 2,155,98|
61,24: 61,25¢ 56,41¢
— — 2,16:
6,974,84. 6,842,06 6,874,78!
1,095,74. 655,60t 535,92¢
379,87: 176,25: 185,36¢
715,87: 479,35! 350,56(
1,543 — —
$ 717,41¢ $ 479,35! $ 350,56(
$ 5.6t $ 3.5¢ $ 2.5¢
0.01 — —
$ 5.6€ $ 3.5¢ $ 2.5¢
$ 5.5€ $ 3.5C $ 2.5t
0.01 — —
$ 5.57 $ 3.5C $ 2.5¢
$ 0.3¢ $ 0.31 $ 0.21
126,846,99 135,773,55 138,358,76
1,965,82. 1,171,75! 108,79°
128,812,81 136,945,31 138,467,56

See the accompanying notes to the consolidateddiakstatements
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Assurant, Inc. and Subsidiaries

Consolidated Statements of Changes in Stockhold¢ Equity
Years ended December 31, 2006, 2005 and 2004

Additional Unamortized Accumulated Other Shares of
Common Restricted Stocl Treasury Common Stocl
Paid-in Retained Comprehensive
Stock Capital Earnings Compensation Income (Loss) Stock Total Issued
(in thousands except number of shares

Balance, January 1, 20! $ 1,09: $2,063,76. $ 248,72: $ — % 318,527 $ —  $2,632,10 109,222,27
Issuance of common sto 33C 725,16. — — — — 725,49: 32,976,85
Stock plan exercise 1 1,552 — (1,559) — — — 64,16¢
Stock plan compensation expel — — — 94t — — 94t —
Dividends — — (29,67¢) — — — (29,67¢) —
Acquisition of treasury shar¢ — — — — — (63,62¢) (63,62¢) —
Comprehensive incom

Net income — — 350,56( — — — 350,56( —
Other comprehensive incon
Net change in unrealized gains on securities,
net of taxes — — — — 3,362 — 3,36: —
Foreign currency translation, net of ta: — — — — 18,59 — 18,59¢ —
Pension und-funding, net of taxe — — — — (2,32)) — (2,32)) —
Total other comprehensive incor 19,63¢
Total comprehensive incom 370,19t

Balance, December 31, 20 $ 1,42: $2,790,470 $ 569,60 $ (60¢) $ 338,16: $ (63,62¢ $3,635,43 142,263,29
Stock plan exercise 3 7,19¢ — (3,430 — — 3,771 300,53(
Stock plan compensation expel — 38,88( 1,20¢ — — 40,08¢ —
Modification of stock compensation plan — 43,77 — — — — 43,77¢ —
Dividends — — (42,05() — — — (42,05() —
Acquisition of treasury shar¢ — — — — — (342,149 (342,149 —
Comprehensive incom

Net income — — 479,35! — — — 479,35! —
Other comprehensive incon
Net change in unrealized gains on securities,
net of taxes — — — — (141,647 — (141,647 —
Foreign currency translation, net of ta: — — — — (4,574 — (4,574 —
Pension und-funding, net of taxe — — — — 27,55: — 27,55: —
Total other comprehensive incor (118,66
Total comprehensive incom 360,69:

Balance, December 31, 20 $ 1,42¢ $2,880,32' $1,006,911 $ (2,829 $ 219,49¢ $(405,77() $3,699,55! 142,563,82
Stock plan exercise 4 (5,567 — 2,82¢ — — (2,739 517,13:
Stock plan compensation expel — 17,56¢ — — — — 17,56¢ —
Tax benefit of exercise of stock optic — 2,561 — — — — 2,561 —
Dividends — — (48,15°) — — — (48,15)) —
Acquisition of treasury shar¢ — — — — — (422,18¢) (422,18 —
Comprehensive incom

Net income — — 717,41¢ — — — 717,41¢ —
Other comprehensive inconr
Net change in unrealized gains on securities,
net of taxes — — — — (67,627 — (67,627) —
Foreign currency translation, net of ta: — — — — 6,372 — 6,372 —
Pension und-funding, net of taxe — — — — 1,331 — 1,331 —
Total other comprehensive incor (59,929 —
Total comprehensive incom 657,49! —
Adoption of FAS 158, net of taxt — — — — (71,51 — (71,519
Balance, December 31, 20 $ 1,43( $2,894,89. $1,676,17 $ =D 88,06: $(827,96() $3,832,59 143,080,96

(1) The conversion on existing SARs under the mneviplan (which paid appreciation to participantthie form of cash) to the amended plan (which pgyseciation to participants in the

form of common stock) resulted in a $43,775 rectdss liability to additional pai-in-capital at June 30, 200
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Assurant, Inc. and Subsidiaries
Consolidated Statements of Cash Flow

Years ended December 31, 2006, 2005 and 2004

Operating activities
Net income

Adjustments to reconcile net income to net caskigea by operating activitie:

Change in reinsurance recoveral

Change in premiums and accounts receive
Change in deferred acquisition costs and valt
businesses acquirt

Change in accrued investment inca

Change in insurance policy reserves and expe
Change in accounts payable and other liabil
Change in commissions payal

Change in reinsurance balances pay

Change in funds held under reinsura

Change in trading portfoli

Change in income tax

Amortization of deferred gain on disposal of bussex
Depreciation and amortizatic

Net realized gains on investme|

Loss on disposal of busines:

Stock based compensation expe

Excess tax benefit from sh-base payment arrangeme
Other

Net cash provided by operating activit

Investing activities
Sales of:
Fixed maturities available for s¢
Equity securities available for se
Property and equipme
Equity interest (1
Maturities, prepayments, and scheduled redempfic
Fixed maturities available for se
Purchase ol
Fixed maturities available for se
Equity securities available for se
Property and equipme
Subsidiary, net of cash received
Change in commercial mortgage loans on real e
Change in short term investme
Change in other invested ass
Change in policy loan
Change in collateral held under securities len:
Net cash received related to sale of busil

Net cash (used in) investing activiti

Years Ended December 31

2006 2005 2004
(in thousands)

$ 717,41¢ $ 479,35 $ 350,56(
533,93¢ (249,72) 220,21
(104,09() (39,647 35,74’
(339,899 (367,200 (228,93)
(9,46€) (631) 8,13¢
104,90 926,52: 493,45:
(17,870 108,79¢ (34,239
(982) 6,247 (59,779
(44,962) (27,930 14,32¢
(28,64() (18,207 (82,736)
13,37¢ 5,66( (35,629
121,14 32,91« 168,75’
(37,30) (42,509 (57,630
93,30¢ 83,16¢ 60,757
(111,86%) (8,235 (24,309)
— — 9,232
17,56¢ 40,08¢ 94t
(2,567) — —
18,98 (26,14() (23,92

$ 922,99° $ 902,53t $ 814,95:
$ 1,854,033 $ 1,689,97. $1,737,93
302,75° 117,30° 132,83:.
25,04t 14,22¢ 8,811
146,36¢ — —
640,07( 831,59¢ 841,51¢
(3,001,801 (2,569,75) (2,902,33)
(313,759 (193,32)) (236,16¢)
(74,706 (56,059 (60,279
47,51« — —
(38,467 (157,24) (119,049
113,40¢ (134,119 (24,77¢)
(31,989 (19,854 (15,83/)
2,31t 3,88t 3,38(
244,70 (75,337 (114,549
— — 3,53¢

$ (84,51 $ (548,68 $ (744,96)
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Assurant, Inc. and Subsidiaries

Consolidated Statements of Cash Flo—(Continued)
Years ended December 31, 2006, 2005 and 2004

Years Ended December 31

2006 2005 2004

(in thousands)
Financing activities

Repayment of mandatorily redeemable preferred gexs $ — $ — $ (196,22
Redemption of mandatorily redeemable preferrecdks (2,000 — —
Issuance of det — — 971,53
Repayment of det — — (1,750,001
Issuance of common sto (2,734 3,771 725,49:
Excess tax benefits from st-based payment arrangeme 2,561 — —
Acquisition of treasury stoc (422,45) (338,879 (63,629
Dividends paic (48,157 (42,05() (29,67¢)
Change in obligation under securities lenc (244,709 75,33! 114,54¢
Commercial paper issut 59,94 134,82: 99,94¢
Commercial paper repa (60,000 (135,000 (100,000
Net cash (used in) financing activiti $(717,54,) $(302,00)) $ (228,009
Effect of exchange rate changes on cash and casaénts $ 11,16 $ (3,369 $ 6,89¢
Change in cash and cash equivalt 132,10: 48,48 (151,119
Cash and cash equivalents at beginning of p¢ 855,56 807,08: 958,19
Cash and cash equivalents at end of pe $ 987,67 $ 855,56¢ $ 807,08:
Supplemental informatiot

Income taxes paid, net of refun $ 257,31 $ 122,40¢ $ 9,931

Interest premium on redemption of mandatorily redaele preferred securities pz $ — $ — $ 66,73¢

Interest on mandatorily redeemable preferred s

and deb $ 61,15¢ $ 61,17¢ $ 37,70¢

(1) This relates to the sale of our equity intereRiiivate Healthcare Systems Inc., in November 2
(2) This relates to the acquisition of Safeco Finanleistitution Solutions, Inc., acquired on May 1080

F-7



Table of Contents

Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statement
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

1. Nature of Operations

Assurant, Inc. (formerly, Fortis, Inc.) (the “Commyd) is a holding company whose subsidiaries pre\sgecialized insurance products
and related services in North America and seleictieinational markets. Prior to the Initial Pubéfering (the “IPO”), Fortis, Inc. was
incorporated in Nevada and was indirectly whollyned by Fortis N.V. of the Netherlands and Fortigi of Belgium (collectively, “Fortis)
through their affiliates, including their wholly eed subsidiary, Fortis Insurance N.V.

On February 5, 2004, Fortis sold approximately 65%s ownership interest in Assurant, Inc. via IR© and retained approximately
35% of its ownership (50,199,130 shares). In cotimeaevith the IPO, Fortis, Inc. was merged into dsmt, Inc., a Delaware corporation,
which was formed solely for the purpose of the redstication of Fortis, Inc. After the merger, Asmitr Inc. became the successor to the
business, operations and obligations of Fortis, Assurant, Inc. is traded on the New York Stocklange under the symbol AlZ.

The following events occurred in connection wite tbompany’s IPO: The Company (1) redeemed theandstg $196,224 of
mandatorily redeemable preferred securities in dan004, (2) issued 68,976 shares of common sibflssurant, Inc. to certain directors ¢
officers of the Company, and (3) issued 32,976 &%tes of common stock of Assurant, Inc. to Fomgsirance N.V. simultaneously with the
closing of the IPO in exchange for a $725,500 ehpibntribution based on the public offering prafehe Company’s common stock.

On January 21, 2005, Fortis owned approximately 8894199,130 shares) of the Company based on timb@uof shares outstanding
that day and sold 27,200,000 of those shares étanslary offering to the public. The Company ditineceive any of the proceeds from the
sale of shares of common stock by Fortis. Fortigined all net proceeds from the sale. Fortis coeotly sold exchangeable bonds, due
January 26, 2008, that are mandatorily exchangdabtaeir remaining 22,999,130 shares of Assurgattis may elect, prior to the maturity
date of the bonds, a cash settlement alternatiggran the bondholders an amount of cash equaktagplicable market value of the
Company’s common stock. The exchangeable bondthanghares of the Company’s common stock into wtiiely are exchangeable have not
been and will not be registered under the SecarA&ig of 1933 and may not be offered or sold inWiméted States absent registration or an
applicable exemption from registration requirements

Through its operating subsidiaries, the Companyides creditor-placed homeowners insurance, mahwieat housing homeowners
insurance, debt protection administration, cretitirance, warranties and extended service contradigidual health and small employer
group health insurance, group dental insurancejmdisability insurance, group life insurance aneHfunded funeral insurance.

2. Summary of Significant Accounting Policies

Basis of Presentatiol

The consolidated financial statements have beguaped in accordance with accounting principles galyeaccepted in the United States
of America (“GAAP”). Dollar amounts are presentadJ.S. dollars and all amounts are in thousandssgbfor number of shares and per share
amounts.

Principles of Consolidation

The consolidated financial statements include to®ants of the Company and all of its wholly owsedbsidiaries. All significant inter-
company transactions and balances are eliminatedrisolidation. See Note 4 for dispositions of basses.
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Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

Use of Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities. Thetsigaificant items on the Company’s balance shffected by the use of estimates are
investments, reinsurance recoverables, deferregisitign costs (“DAC"), deferred income taxes, gadt valuation of business acquired
(“VOBA"), future policy benefits and expenses, umesd premiums, claims and benefits payable, defagaén on disposal of businesses, and
commitments and contingencies. The estimates aitise to market conditions, investment yields rtality, morbidity, commissions and
other acquisition expenses, policyholder behaviar @ther factors. Actual results could differ freime estimates reported. The Company
believes the amounts reported are reasonable auplate.

Earnings Per Share

Basic earnings per share is computed by dividingnomme by the weighted average number of comrhanes outstanding for the
period. Diluted earnings per share reflects themim! dilution that could occur if securities dher contracts that can be converted into
common stock were exercised as of the end of tHeghe

Comprehensive Income

Comprehensive income is comprised of net incomeodiner comprehensive income. Other comprehensoa@nie includes unrealized
gains (losses) on foreign currency translationealized gains and losses on securities classifievailable for sale and direct charges for
pension under-funding, less deferred income taxes.

Reclassifications
Certain prior period amounts have been reclassifiebnform to the 2006 presentation. See No—Segment Informatior

Revenue Recognition

The Company recognizes and reports revenue whéine@ar realizable and earned. Revenue generaligdlized or realizable and
earned when persuasive evidence of an arrangerxistg,elelivery has occurred or services have lbeedered, the price is fixed or
determinable, and collectibility is reasonably asdu

Foreign Currency Translation

For those foreign affiliates where the foreign euaay is the functional currency, unrealized foreigmrency translation gains (losses)
of deferred income taxes have been reflected indtaulated other comprehensive income.” Other thamvholly owned Canadian
subsidiaries, deferred taxes have not been provataghrealized currency translation gains (loss@s)e the Company intends to indefinitely
reinvest the earnings in these other jurisdictions.

Investments

Fixed maturities and equity securities are clasgifis available-for-sale and reported at fair vdfue fair value is higher than the
amortized cost for debt securities or the purcltase for equity securities, the excess is
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Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

an unrealized gain; and, if lower than cost, thfedince is an unrealized loss. The net unrealiggds and losses, less deferred income taxes,
are included in accumulated other comprehensivaniec

Commercial mortgage loans on real estate are mghattunpaid balances, adjusted for amortizatiqureium or discount, less
allowance for losses. The allowance is based oragemnents analysis of factors including actual loan losgezience, specific events basec
geographical, political or economic conditions,liatty experience and individually impaired loanlgsia. A loan is considered individually
impaired when it becomes probable the Companybeillnable to collect all amounts due, includingigipal and interest. Changes in the
allowance for loan losses are recorded in netzedlgains and losses.

Policy loans are reported at unpaid principal begsnwhich do not exceed the cash surrender véline einderlying policies.

Short-term investments include all investment casth short maturity investments. These amountsegeried at cost, which
approximates fair value.

Collateral held under securities lending and thiggation under securities lending are reportedost,ovhich approximates fair value.

Other investments consist primarily of investmént®int ventures, partnerships, invested assetsaated with a modified coinsurance
arrangement and invested assets associated wikstheant Investment Plan (“AIP”). The joint verdgarand partnerships are valued according
to the equity method of accounting. The investesttssrelated to modified coinsurance arrangemertdtee AIP are classified as trading
securities and are reported at fair value.

The Company monitors its investment portfolio teritdfy investments that may be other-titamporarily impaired. In addition, securit
whose market price is equal to 85% or less of theginal purchase price are added to the impaitmetchlist, which is discussed at quarterly
meetings attended by members of the Compmaimyestment, accounting and finance departmemtg.s&curity whose price decrease is dee
other-than-temporary is written down to its thenrent market level with the amount of the writedoreported as a realized loss in that period.
Assessment factors include, but are not limitedhe length of time and the extent to which thekatwalue has been less than cost, the
financial condition and rating of the issuer, whegthny collateral is held and the intent and abdftthe Company to retain the investment for a
period of time sufficient to allow for recovery. &ed gains and losses on sales of investmentsleeithes in value judged to be other-than-
temporary are recognized on the specific identificabasis.

Investment income is reported as earned net okinvent expenses.

The Company anticipates prepayments of princip#théncalculation of the effective yield for mortgalgacked securities and structured
securities. The majority of the Company’s mortgageked securities and structured securities anégbf credit quality. The retrospective
method is used to adjust the effective yield.

Cash and Cash Equivalents

The Company considers cash on hand, all operatisly and working capital cash to be cash equival&htsse amounts are carried at
cost, which approximates fair value. Cash balaaceseviewed at the end of each reporting periatetermine if negative cash balances exist.
If negative cash balances do exist, the cash
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Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

accounts are netted with other positive cash adsafrthe same bank providing the right of offsésts between the accounts. If the right of
offset does not exist, the negative cash balaneesealassified to accounts payable.

Receivables

The Company reports a receivable when revenuedes fecognized and reported but not collected.Gdrapany maintains allowances
for doubtful accounts for probable losses resulfingh the inability to collect payments.

Reinsurance

Reinsurance recoverables include amounts relatpditbbenefits and estimated amounts related taidrgmlicy and contract claim
future policyholder benefits and policyholder cactrdeposits. The cost of reinsurance is recogrozed the terms of the underlying reinsured
policies using assumptions consistent with thogel tis account for the policies. Amounts recover#alm reinsurers are estimated in a mal
consistent with claim and claim adjustment experserves or future policy benefits reserves andeperted in the consolidated balance
sheets. The cost of reinsurance related to longtidur contracts is recognized over the life of thelerlying reinsured policies. The ceding of
insurance does not discharge the Company’s prifieiity to insureds. An allowance for doubtfulamnts is recorded on the basis of
periodic evaluations of balances due from reinsym&insurer solvency, management’s experiencecamdnt economic conditions.

Reinsurance balances payable are reported fourainse assumed based upon ceding entities’ estingati
Funds held under reinsurance represent amountsactudlly held from assuming companies in accordawith reinsurance agreements.

Reinsurance premiums assumed are calculated bpsedayments received from ceding companies togetitle accrual estimates,
which are based on both payments received andde fwlicy information received from ceding commiAny subsequent differences aris
on such estimates are recorded in the period ictwiiey are determined.

Income Taxes

Current federal income taxes are recognized bgsed amounts estimated to be payable or recovesatderesult of taxable operations
for the current year. Deferred income taxes arented for temporary differences between the finan@porting basis and income tax basis of
assets and liabilities, based on enacted tax ladstatutory tax rates applicable to the periodstiich the Company expects the temporary
differences to reverse. A valuation allowance talggshed for deferred tax assets when it is migedyl than not that an amount will not be
realized.

Deferred Acquisition Costs

The costs of acquiring new business that vary waitth are primarily related to the production of fawginess are deferred to the ex
that such costs are deemed recoverable from fpr@miums or gross profits. Acquisition costs priityazonsist of commissions, policy
issuance expenses, and certain direct marketingnses.
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Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

Loss recognition testing is performed annually eexdewed quarterly. Such testing involves the udeest estimate assumptions
including the anticipation of interest income tdaedenine if anticipated future policy premiums adequate to recover all DAC and related
claims, benefits and expenses. To the extent aipremieficiency exists, it is recognized immediatiefya charge to the statement of operations
and a corresponding reduction in DAC. If the premideficiency is greater than unamortized DAC, hiliey will be accrued for the excess
deficiency.

Long Duration Contracts

Acquisition costs for pre-funded funeral life inance policies and life insurance policies no loraféared are deferred and amortized in
proportion to anticipated premiums over the prempaging period. These acquisition costs consisharily of first year commissions paid to
agents and sales and policy issue costs.

Acquisition costs relating to worksite group lifedadisability consist primarily of first year comssions to brokers and one time policy
transfer fees and costs of issuing new certificateese acquisition costs are front-end loaded; they are deferred and amortized over the
estimated terms of the underlying contracts.

For pre-funded funeral investment type annuitie$ amversal life and investment-type annuities aragler offered, DAC is amortized in
proportion to the present value of estimated gneasyins or profits from investment, mortality, erpe margins and surrender charges over the
estimated life of the policy or contract. The asptions used for the estimates are consistent Wwihe used in computing the policy or cont
liabilities.

Acquisition costs relating to individual medicalntiacts issued prior to 2003 and currently in atth number of jurisdictions are
deferred and amortized over the estimated avesagestof the underlying contracts. These acquisitinsts relate to commissions and policy
issuance expenses. Commissions represent the tpajbdeferred costs and result from commissioredales that pay significantly higher
rates in the first year. The majority of deferredigy issuance expenses are the costs of separatdrwriting each individual medical
contract.

Short Duration Contracts
Acquisition costs relating to property contractsrkanty and extended service contracts and simglaipm credit insurance contracts
amortized over the term of the contracts in refatmpremiums earned.

Acquisition costs relating to monthly pay credsumance business consist mainly of direct marketoxis and are deferred and amort
over the estimated average terms and balances ofidherlying contracts.

Acquisition costs relating to group term life, gpodisability and group dental consist primarilycoinpensation to sales representatives.
These acquisition costs are front-end loaded; tiney, are deferred and amortized over the estintateas of the underlying contracts.

Acquisition costs on individual medical contradsted in most jurisdictions after 2002 and smalugrmedical contracts consist
primarily of commissions to agents and brokers @mpensation to representatives. These contraetsoaisidered short duration because the
terms of the contract are not fixed at issue amgl Hre not guaranteed renewable. As a result, teete are not deferred, but rather they are
recorded in the consolidated statement of opergiiothe period in which they are incurred.
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Property and Equipment

Property and equipment are reported at cost lezsvadated depreciation. Depreciation is calculatea straight-line basis over
estimated useful lives with a maximum of 39.5 ydarduildings, a maximum of 7 years for furnitumed a maximum of 5 years for equipm
Expenditures for maintenance and repairs are clamgmcome and reported as incurred. Expenditimenprovements are capitalized and
depreciated over the remaining useful life of theed.

Goodwill

Goodwill represents the excess of acquisition cogts the net fair values of identifiable asseguar@d and liabilities assumed ir
business combination. Goodwill is deemed to havimdefinite life and is not amortized, but rathested at least annually for impairment. The
goodwill impairment test has two steps. The fidgtritifies potential impairments by comparing thie ¥alue of a reporting unit with its book
value, including goodwill. If the fair value of teporting unit exceeds the carrying amount, goidsvhot impaired and the second step is not
required. If the carrying value exceeds the falugathe second step calculates the possible imgair loss by comparing the implied fair va
of goodwill with the carrying amount. If the imptiggoodwill is less than the carrying amount, aevdibwn is recorded. The fair value is based
on an evaluation of ranges of future discountediags, public company trading multiples and acdiaiss of similar companies. Certain key
assumptions considered include forecasted trends/enues, operating expenses and effective tag.rat

The Company adopted the Financial Accounting StatsdBoard (“FASB”) Statement of Financial Accoungtiitandards (“FAS 142”)
No. 142,Goodwill and Other Intangible Assets) January 1, 2002. As part of the adoption of BA3, the Company is required to test
goodwill on at least an annual basis. The Compamnfopmed a January 1, 2005 impairment test duhiedfitst quarter and concluded that
goodwill is not impaired. Effective September 3003, the Company changed the timing of its annaablgill impairment test to the fourth
guarter based on actual data through October hstCbmpany determined this change in accountimgiple is preferable because it will
allow management to incorporate this test intorthienal flow of the financial planning and reportiogcle and provide more timely analysis
the recoverability of goodwill. The Company’s fduuarter 2006 impairment test concluded that gabdanot impaired.

Value of Businesses Acquired

VOBA is the identifiable intangible asset represanthe value of the insurance businesses acquiteslamount is determined using t
estimates for mortality, lapse, maintenance expeand investment returns at date of purchase. moeiat determined represents the purchase
price paid to the seller for producing the busin&ssilar to the amortization of DAC, the amortipat of VOBA is over the premium payment
period for traditional life insurance policies amdmall block of limited payment policies. For tieenaining limited payment policies, pre-
funded funeral life insurance policies, all uniarife policies and annuities, the amortizatiorM@BA is over the expected lifetime of the
policies.

VOBA is tested for recoverability annually. If & determined that future policy premiums and inwesit income or gross profits are not
adequate to cover related losses or loss expahgesan expense is reported in current earnings.
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Other Assets

Other assets include prepaid items and intangiseta. Identifiable intangible assets with finite$, including costs capitalized relating
to developing software for internal use, are armaedion a straight-line basis over their estimatsful lives. The Company tests the intangible
assets for impairment whenever circumstances watsahat least annually. If impairment exists,riftee excess of the unamortized balance
over the fair value of the intangible assets wélldharged to earnings at that time.

Separate Accounts

Assets and liabilities associated with separatewaus relate to premium and annuity considerationgariable life and annuity produc
for which the contract-holder, rather than the Camp bears the investment risk. Separate accosatsaare reported at fair value. Revenues
and expenses related to the separate account asddtabilities, to the extent of benefits paidooovided to the separate account policyholc
are excluded from the amounts reported in the apeoiying consolidated statements of operations.

Reserves

Reserves are established according to GAAP, ugingrglly accepted actuarial methods and are basachamber of factors. The
factors include experience derived from historialm payments and actuarial assumptions to aativess development factors. Such
assumptions and other factors include trends nitidénce of incurred claims, the extent to whidickalims have been reported, and internal
claims processing charges. The process used inuwtorgpeserves cannot be exact, particularly fability coverages, since actual claim costs
are dependent upon such complex factors as inflativanges in doctrines of legal liabilities andhdge awards. The methods of making such
estimates and establishing the related liabilgiesperiodically reviewed and updated.

Reserves do not represent an exact calculatiorpafseire, but instead represent our best estinggegrally involving actuarial
projections at a given time, of what we expectuhienate settlement and administration of a clamgimup of claims will cost based on our
assessment of facts and circumstances then kndvenadequacy of reserves will be impacted by futieneds in claims severity, frequency,
judicial theories of liability and other factorshdse variables are affected by both external aednal events, such as: changes in the econ
cycle, changes in the social perception of theevaliwork, emerging medical perceptions regardimgsplogical or psychological causes of
disability, emerging health issues and new mettoddseatment or accommodation, inflation, judidi@nds, legislative changes and claims
handling procedures.

Many of these items are not directly quantifialplaiticularly on a prospective basis. Reserve estisnare refined as experience develops.
Adjustments to reserves, both positive and negatirereflected in the statement of operationdiefteriod in which such estimates are
updated. Because establishment of reserves ishareintly uncertain process involving estimatesutire losses, there can be no certainty that
ultimate losses will not exceed existing claimseress. Future loss development could require resev be increased, which could have a
material adverse effect on our earnings in theggrin which such increases are made.
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Long Duration Contracts

Future policy benefits and expense reserves on Dengn Care (“LTC"), life insurance policies and aitg contracts that are no longer
offered, individual medical policies issued prior2003 or issued in a limited number of jurisdinand the traditional life insurance contracts
within FFG are reported at the present value afriibenefits to be paid to policyholders and rel&epenses less the present value of the
future net premiums. These amounts are estimatgihalude assumptions as to the expected investyieldt inflation, mortality, morbidity
and withdrawal rates as well as other assumptisaisare based on the Company’s experience. Theaemations reflect anticipated trends and
include provisions for possible unfavorable dewiasi.

Future policy benefits and expense reserves fofypréed funeral investment-type annuities, univiifainsurance policies and
investment-type annuity contracts no longer offeegdl the variable life insurance and investmepétgnnuity contracts in FFG consist of
policy account balances before applicable surreadarges and certain deferred policy initiatiorsféeat are being recognized in income over
the terms of the policies. Policy benefits chargedxpense during the period include amounts pa&kcess of policy account balances and
interest credited to policy account balances.

Future policy benefits and expense reserves fofypréed funeral life insurance contracts are regubet the present value of future
benefits to policyholders and related expensesthespresent value of future net premiums. Resasgemptions are selected using best
estimates for expected investment yield, inflatimortality and withdrawal rates. These assumptiefisct current trends, are based on
Company experience and include provision for pdesibfavorable deviation. An unearned revenue vesisralso recorded for these contracts
which represents the balance of the excess of gressiums over net premiums that is still to beoggized in future years’ income in a
constant relationship to insurance in force.

For worksite group disability, the case reservasianurred but not reported (“IBNR”) are recordécda amount equal to the net present
value of the expected future claims payments. Wiarlggoup disability reserves are discounted tovéilaation date at the valuation interest
rate. The valuation interest rate is reviewed qubriby taking into consideration actual and expdatarned rates on our asset portfolio.

Changes in the estimated liabilities are reported eharge or credit to policyholder benefits asd$timates are revised.

Short Duration Contracts

For short duration contracts, claims and benefitgaple reserves are reported when insured eveots. ddhe liability is based on the
expected ultimate cost of settling the claims. Tlagms and benefits payable reserves include @g oeserves for known but unpaid claims as
of the balance sheet date; (2) IBNR reserves Bimd where the insured event has occurred butdtdseen reported to the Company as of the
balance sheet date; and (3) loss adjustment expessryes for the expected handling costs of sgtthie claims.

For group disability, the case reserves and theRBIke reported at an amount equal to the net preagére of the expected claims future
payments. Group long-term disability and group téfenwaiver of premiums reserves are discountetthéovaluation date at the valuation
interest rate. The valuation interest rate is et quarterly by taking into consideration actuad axpected earned rates on our asset port
Group long term disability and group term life neseadequacy studies are performed annually, andidity and mortality assumptions are
adjusted where appropriate.
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Unearned premium reserves are maintained for th@paf the premiums on short duration contrabt is related to the unexpired
period of the policies. The Company has exposueskestos, environmental and other general lighulggims arising from its participation in
various reinsurance pools from 1971 through 198fis €xposure arose from a short duration conttettthe company discontinued writing
many years ago. The Company carried case resavdsete liabilities as recommended by the varpme managers and bulk reserves for
claims incurred but not yet reported. Any estimatid these liabilities is subject to greater thannmal variation and uncertainty due to the
general lack of sufficient detailed data, reportilgdays, and absence of generally accepted adtosethodology for determining the exposu
There are significant unresolved industry legaléss including such items as whether coverageseaigd what constitutes an occurrence. In
addition, the determination of ultimate damagesthedinal allocation of losses to financially resgible parties are highly uncertain.

Changes in the estimated liabilities are reported aeharge or credit to policyholder benefits disredes are revised. Amounts reimbur
by the National Flood Insurance Program for praogsand adjudication services are reported as @ctih of policyholder benefits.

Deferred Gain on Disposal of Businesses

The Company reports a deferred gain on dispodailisihesses for disposals utilizing reinsuranceMarch 1, 2000, the Company s¢
its LTC business using a coinsurance contract. @il &, 2001, the Company sold its FFG businessgiaimodified coinsurance contract.
Since the form of sale did not discharge the Comisprimary liability to the insureds, the gain oegb disposals was deferred and reportt
a liability and decreased as it is recognized apated as revenue over the estimated life of timéracts’ terms. The Company reviews and
evaluates the estimates affecting the deferred@aitisposal of businesses annually or when siifiinformation affecting the estimates
becomes known to the Company.

Debt
The Company reports debt net of unamortized discoupremium. Interest expense related to debtpersed and reported as incurred.

The Company reports mandatorily redeemable prefesteck equal to redemption value.

Premiums
Long Duration Contracts

Currently, the Company’s long duration contracteipesold are pre-funded funeral life insurancegstment type annuities and worksite
group disability and life insurance. The pre-fundiedieral life insurance policies include provisidos death benefit growth that is either
pegged to the changes in the Consumer Price Indd&termined periodically at the discretion of mgeraent. For pre-funded funeral life
insurance policies, revenues are recognized araitegpwhen due from policyholders. For pre-fundamefal investment-type annuity
contracts, revenues consist of charges assessiedtggalicy balances. Revenues are recognized whamed on the worksite group disability.

For individual medical contracts sold prior to 200®lividual medical contracts currently sold itimited number of jurisdictions and
traditional life insurance contracts previouslydsby the preneed business but no longer offeregniee is recognized and reported when due
from policyholders.
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For universal life insurance and investment-typeudtly contracts previously sold by the Solutiongreent but no longer offered,
revenues consist of charges assessed against palayces.

Premiums for LTC insurance and traditional lifeuirence contracts within FFG are recognized andrteg@s revenue when due from
policyholder. For universal life insurance and istveent-type annuity contracts within FFG, revert@ssist of charges assessed against policy
balances. For the FFG and LTC businesses previsosly all revenue is ceded.

Short Duration Contracts

The Company’s short duration contracts are thoselioh the Company recognizes and reports revenuepro-rata basis over the
contract term. The Company’s short duration cotsraamarily include group term life, group disatyi) medical, dental, property and
warranty, credit life and disability, and extendaivice contracts and individual medical contréagaed after 2002 in most jurisdictions.

Reinstatement premiums for reinsurance are negiamhst net earned premiums and other consideraticthe statement of operations.

Fee Income
The Company primarily derives income from fees ez from providing administrative services. Feeome is recognized and repor
when services are performed.

Dealer obligor service contracts are sales in witiehretailer/dealer is designated as the obligdm(nistrative service-only plans). For
these contract sales, the Company recognizes aodseadministrative fee revenue on a straight{tireerata basis over the terms of the ser
contract.

Administrator obligor service contracts are satew/hich the Company is designated as the obligioe. Tompany recognizes and reports
administration fees related to these contractsesed on the same basis as the premium is recaoizen a straight-line pro-rata basis.
Administration fees related to the unexpired portid the contract term are deferred. Acquisitioatsaelated to these contracts are also
deferred. Both the deferred administration feesaogulisition costs are amortized over the ternhefcontracts.

Underwriting, General and Administrative Expenses

Underwriting, general and administrative expensessist primarily of commissions, premium taxesetises, fees, amortization of DAC
and VOBA, salaries and personnel benefits and afeeeral operating expenses. These expenses aréerkps incurred.

Leases

The Company reports expenses for operating leasasstraight-line basis over the lease term.
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Contingencies

The Company follows SFAS No. Bcecounting for Contingencid8-AS 5”), which requires the Company to evaluatetecontingent
matter separately. A loss is reported if reasonabtimable and probable. The Company establisisesvwes for these contingencies at the best
estimate, or if no one estimated number withinrtirege of possible losses is more probable tharotdmer, the Company reports an estimated
reserve at the low end of the estimated range.i@gericies affecting the Company include litigatioatters which are inherently difficult to
evaluate and are subject to significant changes.

Recent Accounting Pronouncements Adopted

On January 1, 2006, the Company adopted Staterh@mancial Accounting Standards ("FAS") No. 128(sed 2004)Share-Based
Paymen (“FAS 123R”) which replaces Statement of Finangiatounting Standards No. 123hare-Based Paymeand supersedes
Accounting Principles Board Opinion No. 2&;counting for Stock Issued to EmployeEAS 123R requires all share-based payments to
employees, including grants of employee stock ogtido be recognized in the financial statemengedb@n their fair values. The pro forma
disclosures previously permitted under FAS 123narénger an alternative to financial statemenogadtion. Under FAS 123R, the Company
must determine the appropriate fair value modéletaised for valuing share-based payments, the matioh method for compensation cost,
and the transition method to be used at date gftasto The Company adopted FAS 123R using the rreztifrospective method which
requires that compensation expense be recordedl fanvested stock options at the beginning offits¢ quarter of adoption of FAS 123R. The
adoption of FAS 123R did not have a material immacthe Company’s financial statements. See Noterlfurther information regarding the
adoption of FAS 123R.

On January 1, 2006, the Company adopted FAS Nq.Adebunting Changes and Error Corrections, a reptaeat of APB Opinion
No. 20, Accounting Chang, and Statement No. Beporting Accounting Changes in Interim Financitdt8ments(“FAS 154"). FAS 154
changes the accounting and reporting of a changedaunting principle. Prior to FAS 154, the mdjodf voluntary changes in accounting
principles were required to be recognized as a tatiwa effect adjustment within net income durihg period of the change. FAS 154 requ
retrospective application to prior period financgttements unless it is impracticable to deterreitieer the period-specific effects or the
cumulative effect of the change. The adoption 08F%4 did not have a material effect on our finahgosition or results of operations.

In September 2006, the FASB issued FAS Ffployers’ Accounting for Defined Benefit Pensiod &ther Postretirement Plans
(“FAS 158"). FAS 158 requires companies to recogranet liability or asset to report the fundedustaf their defined benefit pension and
other postretirement plans on their balance shébtam offsetting adjustment to accumulated otlmnprehensive income. FAS 158 requires
companies to make additional disclosures, but doeshange how pension and postretirement beraftaccounted for and reported in the
statement of operations. The Company adopted FBS$®f December 31, 2006. See Note 21 for additidisclosures required by FAS 158
and the effects of adoption.

In September 2006, the Securities and Exchange Gssiun staff issued Staff Accounting Bulletin N®@8lLConsidering the Effects of
Prior Year Misstatements when Quantifying Misstaets in Current YeeFinancial Statement§SAB 108”). SAB 108 provides guidance for
how errors should be evaluated to assess matgfii@in a quantitative perspective. SAB 108 perradmpanies to initially apply its provisions
by either restating prior financial statementsemording the cumulative effect of initially applgithe approach as adjustments to the carrying
values of assets and liabilities as of Januan@@62vith an offsetting adjustment to

F-18



Table of Contents

Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

retained earnings. The Company adopted SAB 108 Bsaember 31, 2006. The adoption of SAB 108 dithave a material impact on the
Company'’s financial statements.

Recent Accounting Pronouncements Outstanding

In September 2005, the AICPA issued Statement sitiBo 05-1,Accounting by Insurance Enterprises for Deferredjdisition Costs in
Connection with Modifications or Exchanges or Ireswre Contracts*SOP 05-1"). SOP 05-1 provides guidance on intereplacements of
insurance and investment contracts. An interndbmgment is a modification in product benefitsjdeas, rights or coverages that occurs by
exchange of a contract for a new contract, or bgradment, endorsement, or rider to a contract, dhéelection of a feature or coverage
within a contract. Modifications that result in e@mcontract that is substantially different frone tteplaced contract are accounted for as an
extinguishment of the replaced contract, and tke@ated unamortized DAC, unearned revenue ligsland deferred sales inducements from
the replaced contract must be reported as an egpemsediately. Modifications resulting in a new tract that is substantially the same as the
replaced contract are accounted for as a contoafithe replaced contract. SOP 05-1 is effedtivénternal replacements occurring in fiscal
years beginning after December 15, 2006. The agloptfi SOP 0-1 will not have a material impact on the Comparfiiancial statements.

In June 2006, the FASB issued Interpretation NoA€8ounting for Uncertainty in Income Taxes—an iptetation of FASB Statement
No. 109(“FIN 48"). This Interpretation clarifies the acanting for uncertainty in income taxes recognizedtinenterprise’s financial
statements. This Interpretation prescribes a ratogrthreshold and measurement attribute for tharfcial statement recognition and
measurement of a tax position taken or expectée taken in a tax return. This Interpretation gsavides guidance on derecognition,
classification, interest and penalties, accouniinigterim periods, disclosure, and transition. Tihierpretation is effective for fiscal years
beginning after December 15, 2006 and, therefoeeCompany is required to adopt FIN 48 by the fitsarter of 2007. The adoption of FIN
will not have a material impact on the Companyfgficial statements.

On September 15, 2006, the FASB issued FAS Baif,Value Measurement8FAS 157"). FAS 157 defines fair value, addresses
companies should measure fair value when theyeapgined to use a fair value measure for recognitiogisclosure purposes under GAAP,
expands disclosures about fair value measurenteAfs.157 is effective for financial statements isbtor fiscal years beginning after
November 15, 2007, and interim periods within thfiseal years. Therefore, the Company is requiceddopt FAS 157 by the first quarter
2008. The Company is currently evaluating the negqments of FAS 157 and the potential impact orQbmpany’s financial statements.

In February 2007, the FASB issued FAS 158e Fair Value Option for Financial Assets and Final Liabilities (“FAS 159"). FAS 159
allows to choose to measure many financial assetdimancial liabilities at fair value. Unrealizgdins and losses on items for which the fair
value option has been elected are reported inre@gnFAS 159 is effective for fiscal years begignafter November 15, 2007. Therefore, the
Company is required to adopt FAS 159 by the fitstrtpr of 2008. The Company is currently evaluatirgrequirements of FAS 159 and the
potential impact on the Company’s financial statetee

3. Acquisitions of Businesses

On May 1, 2006, the Company acquired 100% of tlermaon stock of Safeco Financial Institution Solugipimc. “SFIS”). At the time of
the acquisition, SFIS was the fourth largest prewiof creditor-placed
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homeowners insurance and direct tracking servimembrtgage lenders and servicers nationwide. Tdragany also entered into a reinsurance
agreement with certain Safeco Insurance Compaldjgsn acquisition, SFIS became a part of the AssuBprcialty Property segment. The
purchase of SFIS did not meet the criteria of aifitant acquisition and therefore no pro-formaafigial information is required.
4. Dispositions of Businesses

The Company'’s results of operations were affectethb following dispositions:

On November 9, 2005, the Company signed an agreemitnForethought Life Insurance Compar“Forethouglt”) to sell via
reinsurance new preneed insurance policies wrigeof October 1, 2005 in the United States viapedédent funeral homes and funeral home
chains other than those owned and operated byc®eBarporation International (“SCI”). The Companyl weceive payments from
Forethought over the next ten years based on tleiinof business the Company transitions to Foreghb This agreement does not impact
preneed’s Independent—Canada operation or SCldititn channels.

On May 3, 2004, the Company sold the assets &Y dekability division of Core, Inc. The Company reded a pre-tax loss on sale of
$9,232.

5. Investments
The amortized cost and fair value of fixed matastand equity securities at December 31, 2006 asfellows:

Gross

Cost or Gross Unrealized
Amortized Unrealized
Cost Gains Losses Fair Value
Fixed maturities
Bonds:
United States Government and government agenceéeawhorities $ 324,741 $ 4836 $ (2,11 $ 327,46:
States, municipalities and political subdivisic 221,07¢ 15,72 (372) 236,42¢
Foreign government 631,74( 24,071 (3,149 652,66:
Public utilities 1,074,96: 38,00: (8,799 1,104,16
All other corporate bonc 5,467,55! 168,41: (45,239 5,590,73.
Mortgage backed securiti 1,213,93. 4,84 (12,180 1,206,59
Total fixed maturities $8,934,01° $255,88"  $(71,85%)  $9,118,04
Equity securities
Common stocks:
Banks, trusts and insurance compal $ 18¢ $ — $ (BO % 15€
Industrial, miscellaneous and all ott 50& 377 2 88(
Non-redeemable preferred stocks
Non-sinking fund preferred stocl 734,87! 14,07( (8,347) 740,60:
Total equity securitie $ 73556t $ 14,447 $ (8,37H) $ 741,63
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The amortized cost and fair value of fixed matastand equity securities at December 31, 2005 asfellows:

Gross
Cost or Gross Unrealized
Amortized Unrealized
Cost Gains Losses Fair Value

Fixed maturities
Bonds:

United States Government and government agencéauwhorities $ 352,63t $ 11,63t $ (2,30 $ 361,96

States, municipalities and political subdivisic 217,10( 19,11 (279 235,93¢

Foreign government 566,57 25,32¢ (2,550 589,35!

Public utilities 1,018,27 52,80¢ (6,499 1,064,59.

All other corporate bonc 5,169,01! 236,79 (34,309 5,371,50!

Mortgage backed securiti 1,344,98i 5,581 (12,139 1,338,43

Total fixed maturities $8,668,59!  $351,25¢  $(58,07Y)  $8,961,77

Equity securities
Common stocks:

Banks, trusts and insurance compal $ 158§ — $ @ 9 154

Industrial, miscellaneous and all ott 1,16¢ 304 (44) 1,42¢
Non-redeemable preferred stocks

Non-sinking fund preferred stocl 693,65 9,61¢ (11,759 691,52:

Total equity securitie $ 694,97 $ 9,92 $(11,799 $ 693,10:

The amortized cost and fair value of fixed matastat December 31, 2006 by contractual maturityshosvn below. Expected maturities
may differ from contractual maturities because ésswf the securities may have the right to cafirepay obligations with or without call or
prepayment penalties.

Amortized
Cost Fair Value
Due in one year or le: $ 258,91¢ $ 258,94°
Due after one year through five ye. 2,030,941 2,037,92
Due after five years through ten ye 2,094,80: 2,110,06!
Due after ten yeal 3,335,42. 3,504,511
Total 7,720,08: 7,911,45;
Mortgage and asset backed securi 1,213,93 1,206,59
Total $8,934,01 $9,118,04

Proceeds from sales of available for sale secaniiere $2,201,923, $1,817,288 and $1,861,924 d2006, 2005 and 2004 respectively.
Gross gains of $33,511, $31,789 and $53,547 arsbdosses of $36,590, $42,580 and $20,232 werigedain dispositions in 2006, 2005 and
2004, respectively.
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Major categories of net investment income wereoHews:

Years Ended December 31

2006 2005 2004

Fixed maturities $517,74« $499,95( $484,23.
Equity securitie: 49,77¢ 45,62 41,59:
Commercial mortgage loans on real es 90,00( 85,94 79,33
Policy loans 3,66¢ 3,69¢ 3,83:
Shor-term investment 11,57¢ 1,774 3,15¢
Other investment 57,83¢ 52,29t 39,921
Cash and cash equivalel 30,83¢ 16,54: 6,947
Total Investment Incom 761,43¢ 711,82¢ 659,01°
Investment expenst (24,759 (24,56¢) (24,269
Net investment incom $736,68t $687,25' $634,74¢

The net realized gains (losses) recorded in inclam2006, 2005 and 2004 are summarized as follows:

Years Ended December 31,

2006 2005 2004

Fixed maturities $ (147) $ (8,621) $31,81¢
Equity securitie: (3,742 (2,929 90C
Total marketable securiti (3,889 (11,55¢) 32,71t
Real estat: (232) — (580
Other 115,98¢(1) 19,79 (7,827)
Total $111,86! $ 8,23t $24,30¢

(1) Includes $98,342 of realized gain relating to thlke ®f PHCS

The Company recorded $810, $765 and $600 of prectdized losses in 2006, 2005 and 2004, respégtiassociated with other-than-
temporary declines in value of available for s&eusities. The Company recorded $854, zero andl$4? pre-tax realized losses in 2006,
2005 and 2004, respectively, associated with dthestments.
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The investment category and duration of the Comigagipss unrealized losses on fixed maturitiesequity securities at December 31,
2006 were as follows:

Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Fixed maturities
Bonds:
United States Government and government agencees a
authorities $ 189,037 $ (1,379 $ 24,03¢ $ (745 $ 213,070 $ (2,119
States, municipalities and political subdivisic 21,42; (219 9,39¢ (15¢) 30,82 (372)
Foreign government 247,29: (2,827 12,89¢ (32€) 260,19( (3,149
Public utilities 346,57( (7,267) 45,62¢ (1,53)) 392,19¢ (8,799
All other corporate bonc 2,136,34. (37,52) 250,90¢ (7,717 2,387,251  (45,23%)
Mortgage backed securiti 713,91. (8,850 99,71 (3,330 813,62! (12,180
Total fixed maturities $3,654,57! $(58,04f) $442,58( $(13,807) $4,097,15! $(71,85%)
Equity securities
Common stocks:
Banks, trusts and insurance compal $ 14C $ @O $ — $ — $ 14C $ (30
Industrial, miscellaneous and all ott 10z 2 — — 10z 2
Non-redeemable preferred stocks
Non-sinking fund preferred stocl 248,03( (5,42%) 67,14: (2,919 315,17: (8,347)
Total equity securitie $ 248,27 $ (5457 $ 67,147 $ (2,917) $ 31541 $ (8,379
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The investment category and duration of the Comigagipss unrealized losses on fixed maturitiesequity securities at December 31,
2005 were as follows:

Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Fixed maturities
Bonds:
United States Government and government agencees a
authorities $ 128,12! $ (1,617 $ 22,38C $ (691) $ 150,50! $ (2,309
States, municipalities and political subdivisic 6,521 (44) 12,17¢ (239 18,70( (27¢)
Foreign government 142,11¢ (2,08)) 10,14: (469) 152,25¢ (2,550
Public utilities 240,25¢ (5,359 36,75 (1,135 277,01 (6,499
All other corporate bonc 1,611,48° (28,92¢) 131,08 (5,389 1,742,56 (34,309
Mortgage backed securiti 707,93( (8,082  124,75¢ (4,057 832,68 (12,139
Total fixed maturities $2,836,43. $(46,109) $337,29. $(11,96f) $3,173,72! $(58,077)
Equity securities
Common stocks:
Banks, trusts and insurance compal $ 10 $ »m s — $ — $ 10 $ (1)
Industrial, miscellaneous and all ott 55 (44) — — 55 (44)
Non-redeemable preferred stocks
Non-sinking fund preferred stocl 307,91¢ (7,46%) 71,79¢ (4,28¢) 379,71¢ (11,759
Total equity securitie $ 307,98. $ (7,517 ¢ 71,79¢ $ (4,28¢) $ 379,78 $(11,799

The total unrealized losses represent less thaof2be aggregate fair value of the related seasitit December 31, 2006 and 2005.
Approximately 79% and 77% of these unrealized lp$sere been in a continuous loss position fortless twelve months in 2006 and 2005,
respectively. The total unrealized losses are c@agrof 1,394 and 1,172 individual securities v@il% of the individual securities having an
unrealized loss of less than $200 in 2006 and 2@3pectively. The total unrealized losses on sgesithat were in a continuous unrealized
loss position for greater than six months but thas 12 months were approximately $2,171 and $9/32806 and 2005, respectively. There
were no securities with an unrealized loss of gretitan $200 having a market value below 88% afd @Bbook value at December 31, 2006
and 2005, respectively.

As part of the Company’s ongoing monitoring procéise Company regularly reviews its investmentfodict to ensure that investments
that may be other-than-temporarily impaired araiified on a timely basis and that any impairmentharged against earnings in the proper
period. The Company has reviewed these securitiésecorded $810, $765 and $600 of additional atiem temporary impairments as of
December 31, 2006, 2005 and 2004, respectively.tDigsuers’ continued satisfaction of the se@sitdbligations in accordance with their
contractual terms and their continued expectatioro so, as well as the Company’s evaluation eftimdamentals of the issuers’ financial
condition, the Company believes that the pricethef
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securities in an unrealized loss position as ofdbswer 31, 2006 in the sectors discussed aboveteragorarily depressed primarily as a result
of the prevailing level of interest rates at thedithe securities were purchased. The Companyhkdatent and ability to hold these assets |
the date of recovery.

The Company has made commercial mortgage loarnajemallized by the underlying real estate, on pridgelocated throughout the
United States and Canada. At December 31, 20080xzippately 38% of the outstanding principal balanEeommercial mortgage loans was
concentrated in the states of California, New Yag Pennsylvania. Although the Company has a sifiext loan portfolio, an economic
downturn could have an adverse impact on the wlaifitts debtors to repay their loans. The outsitagébalance of commercial mortgage loans
range in size from $23 to $17,768 at December 826 2nd from $20 to $18,000 at December 31, 20h&.riortgage loan valuation allowa
for losses was $4,753 and $19,921 at December0®5, &nd 2005, respectively.

At December 31, 2006, loan commitments outstantbitejed approximately $34,260. Furthermore, at Ddwr 31, 2006, the Company
is committed to fund additional capital contribuisoof $19,497 to joint ventures and to certain stveents in limited partnerships.

The Company has short term investments and fixadnitias of $392,397 and $707,445 at December B@62and 2005, respectively, on
deposit with various governmental authorities agired by law.

The Company utilizes derivative instruments in ngang the Solutions segment pre-arranged funerahbas exposure to inflation risk.
The derivative instruments, Consumer Price IndepsGthe “CPI CAPs”), limit the inflation risk on itain policies. The CPI CAPs do not
qualify under GAAP as effective hedges; therefthiey are marked-to-market on a quarterly basist@éccumulated gain or loss is
recognized in the results of operations in feesathdr income. As of December 31, 2006 and 20@5CtHI CAPs included in other assets
amounted to $7,400 and $9,980, respectively. Toss)igain recorded in the results of operatioraledt$(2,580) and ($1,795) and $1,050 for
the period ended December 31, 2006, 2005 and 286dectively.

Security Lending

The Company engages in transactions in which firatlrities, especially bonds issued by the UnitixdeS Government, agencies, and
U.S. Corporations, are loaned to selected brokeléde Collateral, greater than or equal to 102%heffair value of the securities lent plus
accrued interest, is received in the form of cagh@ash equivalents held by a custodian bank ®b#nefit of the Company. The Company
monitors the fair value of securities loaned areldbllateral received, with additional collaterbtained as necessary. The Company is subject
to the risk of loss to the extent there is a losthe investment of cash collateral. At December2BD6 and 2005, securities with a fair value of
$356,839 and $587,982, respectively, were on loaelect brokers and are included in the Compaayedlable for sale investments. At
December 31, 2006 and 2005, collateral with avaiue of $365,958 and $610,662, respectively,dkited in the Company’s assets with
offsetting liabilities.

6. Fair Value Disclosures

FAS 107 Disclosures About Fair Value of Financial Instrunterf“FAS 107”) requires disclosure of fair value infioation about
financial instruments, as defined therein, for \hicis practicable to estimate such fair valueedénfinancial instruments may or may not be
recognized in the consolidated balance sheetbeln t
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measurement of the fair value of certain finantiatruments, other valuation techniques were etiliif quoted market prices were not
available. These derived fair value estimates igr@fecantly affected by the assumptions used. Aiddally, FAS 107 excludes certain financ
instruments including those related to insurancereats.

In estimating the fair value of the financial instrents presented, the Company used the followirthade and assumptions:

Cash, cash equivalents and short-term investmehts carrying amount reported approximates fauedecause of the short maturity of
the instruments.

Fixed maturity securitiesthe fair value for fixed maturity securities, whiinclude both public and 144A securities, is blase quoted
market prices, where available. For fixed matusigurities that are not actively traded, fair valage estimated using values obtained from
independent pricing services or, in the case ofgpei placements, excluding 144A securities, aienaséd by discounting expected future cash
flows using a current market rate applicable toyileéd, credit quality, and maturity of the investnis.

Equity securities the fair value of equity securities and non-angkfund preferred stocks is based upon quoted mprlees.

Commercial mortgage loans and policy loarike fair values of mortgage loans are estimagidgudiscounted cash flow analyses, based
on interest rates currently being offered for simibans to borrowers with similar credit ratinj®rtgage loans with similar characteristics are
aggregated for purposes of the calculations. Thyiog amounts of policy loans reported in the bakasheets approximate fair value.

Other investmentsthe fair values of joint ventures are based paritial statements provided by partnerships or neesnf he invested
assets related to a modified coinsurance arrangesnethe AIP are classified as trading securdias are reported at fair value. The carrying
amounts of the remaining other investments appratarfair value.

Collateral and obligations under securities lenditige fair value of securities lending assets artuliiges are based on quoted market
prices.

Policy reserves under investment produdtse fair values for the Company’s policy reseruader the investment products are
determined using cash surrender value.

Separate account assets and liabilitiesgeparate account assets and liabilities are tegbat their estimated fair values in the balance
sheet.
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December 31, 2006

December 31, 2005

Carrying Value Fair Value Carrying Value Fair Value

Financial asset:
Cash and cash equivale $ 987,67. $ 987,67 $ 85556¢ $ 855,56¢
Fixed maturities 9,118,04! 9,118,04 8,961,77! 8,961,77
Equity securitie: 741,63¢ 741,63¢ 693,10: 693,10:
Commercial mortgage loans on real es 1,266,15! 1,302,44: 1,212,001 1,299,21!
Policy loans 58,73: 58,73 61,04: 61,04:
Shor-term investment 314,11 314,11, 427,47: 427,47:
Other investment 564,49: 564,49: 549,75¢ 549,75¢
Assets held in separate accol 3,298,54. 3,298,54. 3,472,43! 3,472,43!
Collateral held under securities lend 365,95¢ 365,59¢ 610,66: 610,66:
Financial liabilities
Policy reserves under investment products (Indi@idund group annuitie

subject to discretionary withdraw: $ 730.86: $ 723,66¢ $ 818,84¢ $ 810,57
Liabilities related to separate accou 3,298,54. 3,298,54. 3,472,43! 3,472,43!
Obligations under securities lendi 365,95¢ 365,95¢ 610,66: 610,66:

The fair value of the Company’s liabilities for urance contracts other than investment-type catstiere not required to be disclosed.
However, the fair values of liabilities under alsurance contracts are taken into consideratitimeiiCompanys overall management of inter:
rate risk, such that the Company’s exposure togihgrinterest rates is minimized through the matghaf investment maturities with amounts

due under insurance contracts.

7. Premiums and Accounts Receivable

Receivables are reported net of an allowance foollectible items. A summary of such receivableasdollows:

Insurance premiums receival
Other receivable
Allowance for uncollectible item

Total
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8. Income Taxes
The Company and the majority of its subsidiariessambject to U.S. tax and file a U.S. consolidd¢etral income tax return. Informati
about current and deferred tax expense follows:

Years Ended December 31,

2006 2005 2004
Current expense
Federal $283,76. $ 44,23t $110,51¢
Foreign 11,69: 9,22¢ 7,74¢
Total current expens 295,45; 53,46: 118,26
Deferred expense (benei
Federal 89,45¢ 126,07¢ 68,221
Foreign (5,04)) (3,28¢) (1,129
Total deferred expens 84,41¢ 122,79( 67,10¢
Total income tax expen: $379,87: $176,25! $185,36¢

The provision for foreign taxes includes amountstattable to income from U.S. possessions thatansidered foreign under U.S. tax
laws. International operations of the Company algext to income taxes imposed by the jurisdictiowhich they operate.

A reconciliation of the federal income tax ratelhe Company’s effective income tax rate follows:

December 31,

2006 2005 2004
Federal income tax rate: 35.(% 35.(% 35.(%
Reconciling items:
Tax exempt intere: (0.2 (0.2) (0.3
Dividends received deductic (0.5 (0.6) (2.0
Permanent nondeductible expen 0.1 0.2 0.2
Change in liability for prior year taxe 0.3 (4.9) (1.9
Tax on Jobs Act repatriatic — (1.2 BE
Goodwill — — 0.1
Foreign earning 0.1 1.3 0.€
Foreign tax credi (0.5) (1.6 (1.5
Low-income housing cred (0.2 (0.9 (0.6)
Low-income housing adjustmer 0.1 0.3 0.3
Valuation allowanct 0.2 — —
Other 0.3 1.2 0.2
Effective income tax rate: 34.71% 26.% 34.€%

The American Jobs Creation Act of 2004 (“The JobgYAwas enacted in October, 2004. In December 20 Company repatriated
$110,066 from its Puerto Rico subsidiaries andrirenl$18,887 of tax expense. Due to a technicakcton to The Jobs Act and the resolution
of the U.S. Internal Revenue Service (“IRS"), thentpany recaptured $8,054 of this tax as a tax itenef005. Additionally, the Company
adjusted tax
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liabilities for previously provided tax accruals it were no longer considered necessary due teefwdution of IRS audits. As a result of
these adjustments, the Company realized tax berwf#32,629 and $10,000 for December 31, 2005280d, respectively and adjusted
purchase accounting goodwill by $18,096 and $12f6dDecember 31, 2005 and 2004, respectively.

The tax effects of temporary differences that reisusignificant deferred tax assets and deferagdiabilities are as follows:

December 31

2006 2005
Deferred Tax Assets
Policyholder and separate account rese $ 420,31¢ $ 383,30:
Accrued liabilities 105,38 100,02:
Investments, ne 22,07 25,18¢
Loss carryforward 20,83: 14,707
Capital loss carryforwarc — 15,52¢
Deferred gain on disposal of busines 87,46¢ 100,52
Compensation relate 33,69¢ 37,29¢
Employee and pa-retirement benefit 59,99( 20,56¢
Total deferred tax ass 749,76t 697,13.
Less valuation allowanc (8,782 —
Net deferred tax ass $ 740,98: $ 697,13:
Deferred Tax Liabilities
Deferred acquisition cos $(661,279) $(549,99()
Net unrealized appreciation on securi (64,47%) (98,05()
Other (72,389 (96,60¢)
Total deferred tax liabilit $(798,14)) $(744,64¢)
Net deferred income tax liabilii $ (57,15)) $ (47,519

After consideration of all the available factssimanagement’s opinion, that it is more likelyrihreot, that the Company will realize the
benefit of the deferred tax assets except for thelsging to certain international subsidiariese deferred tax asset includes the expected tax
benefit of $8,782 attributable to those internagicsubsidiaries and a full valuation allowancetfos balance has been established.

Other than for wholly owned Canadian subsidiamieserred taxes have not been provided on the uitditgd earnings of wholly owned
foreign subsidiaries since the Company intendadefinitely reinvest the earnings in these othasglictions. The cumulative amount of
undistributed earnings for which the Company hapnavided deferred income taxes is approximat8§,811. Upon distribution of such
earnings in a taxable event, the Company wouldriadditional U.S. income taxes of approximately 924 net of anticipated foreign tax
credits.

Under pre-1984 life insurance company income taes)a portion of a life insurance company’s “gaionfi operationsWas not subject 1
current income taxation but was accumulated, foptaposes, in a memorandum
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account designated as “Policyholders’ Surplus AotdlAmounts in this account only become taxableruthe occurrence of certain events,
including dividend distributions from the Policyldefs’ Surplus Account. The approximate amount is dlscount was $0 and $5,500 at
December 31, 2006 and 2005, respectively. Defdeesls were not provided on the amount from 2008esihe Company neither contempls
any action nor foresaw any events occurring thatldvoreate such tax. The Jobs Act suspends théi@ulitax imposed on distributions from
the Policyholders’ Surplus Account for 2005 and 0@ addition the Jobs Act provides that distribns made during the two year suspension
period will first reduce the Company’s PolicyholsieBurplus Account balance. The Policyholders’ S8ws\ccount has decreased to zero
because the Company paid dividends from the acéo®fi06 and 2005. Under the Jobs Act, no tax veéd @r payable due to this distribution
from the Policyholders’ Surplus Account.

At December 31, 2006, the Company and its subsdidrad net operating loss carryforwards for UeBefal income tax purposes. Net
operating loss carryforwards total $59,521 and &ulbire if unused as follows:

Expiration Year Amount
2009 $ 18
2010 35¢
2014 245
2015 591
2016 1,045
2017 6,167
2018 51t
2021 13,23¢
2022 4,27¢
2023 8,68:
2024 2,41(
2025 1,72¢
2026 1,67¢
unlimited 18,57
$ 59,52:

The Company and its subsidiaries have fully utdizd capital loss carryforwards for U.S. federalame tax purposes as of December
31, 2006.

9. Deferred Acquisition Costs
Information about deferred acquisition costs fokow

December 31

2006 2005 2004
Beginning Balanc: $2,022,30: $1,647,65: $1,384,82
Costs deferred and other | 1,544,73I 1,282,02 1,061,81.
Amortization (1,169,13) (907,379 (798,98
Ending Balanct $ 2,397,90I $2,022,30:! $1,647,65:

(1) Includes foreign currency translatic
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10. Property and Equipment
Property and equipment consists of the following:

As of December 31

2006 2005
Land $ 14,35¢ $ 14,35¢
Buildings and improvemen 190,05¢ 189,36°
Furniture, fixtures and equipme 339,40: 323,25:
Total 543,81¢ 526,97"
Less accumulated depreciati (268,61Y (259,25))
Total $ 275,20: $ 267,72(

Depreciation expense for 2006, 2005 and 2004 aredunt$48,629, $49,901 and $45,675, respectivedpré&riation expense is included
in underwriting, general and administrative expsrisghe consolidated statements of operations.

11. Goodwill and VOBA
Information about goodwill and VOBA is as follow

Goodwill for the Years Ended VOBA for the Years Ended
December 31, December 31,
2006 2005 2004 2006 2005 2004

Beginning Balanc: $804,86: $823,05: $828,52! $151,51! $170,66: $191,92¢

Acquisitions (Dispositions (14,18 (340 6,501 481 — —

Amortization, net of interest accru — — — (27,572 (29,235 (21,479

Foreign currency translation and ot 31 24¢€ 571 16 84 20¢€

Tax adjustment (193 (18,09¢) (12,54)) — — —
Ending balanc $790,51¢ $804,86: $823,05: $134,43° $151,51: $170,66:

As prescribed under FAS 142, the Company has assigoodwill to its reportable segments. Below islHorward of goodwill by
reportable segment. This assignment of goodwpkigormed only for FAS 142 impairment testing pug® The following table has been
recast to reflect the new segment reporting strectsee Note 22—Segment Information.

Consolidatec

Specialty Employee

Solutions Property Health Benefits
Balance at December 31, 20C $167,09: $250,64( $220,24: $185,07¢ $ 823,05
(Dispositions) (13¢6) (204) — — (340
Foreign Currency Translation and Otl (7,140 (10,710 — — (17,850
Balance at December 31, 20C $159,81° $239,72¢ $220,24: $185,07¢ $ 804,86:¢
Acquisitions (Dispositions 1,757 — (15,940 — (24,18
Foreign Currency Translation and Otl (162) — — — (162
Balance at December 31, 20C $161,41: $239,72¢ $204,30: $185,07¢ $ 790,51¢
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As of December 31, 2006, the majority of the outdiag balance of VOBA is in the Company’s Solutiomeneed business. VOBA in
the preneed business assumes an interest rategdngin 6.5% to 7.5%.

At December 31, 2006 the estimated amortizatiol@BA for the next five years is as follows:

Year Amount

2007 $15,83(
2008 $14,22¢
2009 $12,77¢
2010 $11,71¢
2011 $10,54

12. Reserves
The following table provides reserve informationtbhg Company’s major lines of business at the dgttesn:

December 31, 200 December 31, 200!
Future Incurred Future Incurred
Policy But Not Policy But Not
Benefits and Unearned Case Reported Benefits and Unearned Case Reported

Expenses Premiums Reserve Reserves Expenses Premiums  Reserve  Reserves

Long Duration Contracts:
Pre-funded funeral life insurance policies and gtreent-type

annuity contract $ 303148 $ 333¢ $ 1059¢ $ 3,094 $ 290291 $ 3,61€ $ 1147¢ $ 3,44:
Life insurance no longer offer¢ 502,40t 784 1,35¢ 467 513,42t 82C 1,612 517
Universal life and other products no longer offe 331,25 1,537 262 8,28¢ 346,92¢ 1,69¢ 33¢ 7,12¢
FFG and LTC disposed busines 2,743,15. 45,12¢ 262,96( 34,74: 2,724,57! 46,95¢ 218,31: 15,24
Medical 152,95: 23,820 34,45 43,60: 172,44: 31,65( 50,86¢ 45,92¢
All other 5,08t 504 11,53: 7,21: 4,56¢ 60€ 8,54¢ 7,92¢

Short Duration Contracts:
Group term life — 6,781 327,18( 53,22! — 6,207 331,04( 58,95
Group disability — 2,198  1,362,59. 156,29¢ — 2,11C  1,330,09 168,82!
Medical — 95,65: 123,73t 192,39: — 89,77¢ 143,37¢ 180,72
Dental — 3,79¢ 4,74¢ 19,87 — 4,22¢ 4,631 23,33:
Property and Warrant — 1,488,25. 195,30t 296,33¢ — 1,261,14! 415,65¢ 531,36
Credit Life and Disability — 494,11 125,90¢ 93,261 — 571,72: 154,96 120,27¢
Extended Service Contre — 2,179,34! 3,07t 32,46: — 1,784,29; 6,72¢ 27,90(
All other — 84,63 3,251 3,95¢ — 46,78¢ 3,69¢ 2,32¢
Total $ 6,766,34 $ 4,429,89. $ 2,466,96. $ 94520* $ 6,664,85 $ 3,851,61. $ 2,681,33 $ 1,193,89

The following table provides a roll forward of thiaims and benefits payable for the Compargyroup term life, group disability, medic
and property and warranty lines of business. Clantsbenefits payable is comprised of case resan@$BNR. These are the Company’s
product lines with the most significant short digatclaims and benefits payable balances. Medisaliacludes business classified as long
duration because the methodology used for
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setting claims and benefits payable is similahtat for short duration Medical. The majority of tBempany’s credit life and disability claims
and benefits payable are ceded to reinsurers. Bngp@ny’s net retained credit life and disabilitgiocls and benefits payable were $95,529 and
$115,873 at December 31, 2006 and 2005, respectivel

Group Short Long Property
Term Group Duration Duration and
Life Disability Medical Medical Warranty
Balance as of December 31, 2003, gross of reinsuca $394,29: $1,372,23.  $ 272,95!  $149,30¢ $ 671,99
Less: Reinsurance ceded and othe 37 (21,03) (58,89)) (17,59¢) (287,307
Balance as of January 1, 2004, net of reinsur 394,25! 1,351,19! 214,05¢ 131,71: 384,69:
Incurred losses related 1

Current yea 221,77¢ 407,18t 1,103,37. 398,68! 585,75(

Prior year's intere 10,28: 59,67« — —

Prior year(s (49,54") (71,399 (38,54() (30,999 (25,45%)
Total incurred losse 182,51 395,46’ 1,064,83 367,68’ 560,29:
Paid losses related t

Current yea 137,99: 69,39: 837,94! 299,73t 413,61:

Prior year(s 45,76 257,53! 157,95t¢ 95,28 148,44¢
Total paid losse 183,75: 326,92t 995,90: 395,01¢ 562,06:
Balance as of December 31, 2004, net of reinsur 393,01! 1,419,73 282,99: 104,38( 382,92.
Plus: Reinsurance ceded and othe 36 16,63: 70,541 18,32% 303,57.
Balance as of December 31, 2004, gross of reinsuca $393,05: $1,436,36! $ 353,63 $122,70° $ 686,49:
Less: Reinsurance ceded and othe (36) (16,637) (70,54") (18,32)) (303,577
Balance as of January 1, 2005, net of reinsur 393,01! 1,419,73 282,99: 104,38( 382,92:
Incurred losses related 1

Current yea 211,51¢ 382,17. 1,114,22! 335,78t 583,83

Prior year's interes 9,84¢ 64,47 — _

Prior year(s' (56,559 (38,019 (53,199 (17,637 19,62(2)
Total incurred losse 164,80¢ 408,62¢ 1,061,03 318,15¢ 603,46
Paid losses related t

Current yea 127,28 71,78( 872,89¢ 259,86: 363,54

Prior year(s 41,20: 274,72t 207,13 79,811 230,23:
Total paid losse 168,49( 346,50t 1,080,031 339,68 593,78
Balance as of December 31, 2005, net of reinsur 389,33 1,481,85! 263,99: 82,85¢ 392,60¢
Plus: Reinsurance ceded and othel 663 17,05¢ 60,11/ 13,93¢ 554,41
Balance as of December 31, 2005, gross of reinsuca $389,99: $1,498,911  $ 324,10t $ 96,79:  $ 947,01
Less: Reinsurance ceded and othe (663) (17,059 (60,114 (13,936 (554,41
Balance as of January 1, 2006, net of reinsur 389,33: 1,481,85! 263,99: 82,85¢ 392,60¢
Incurred losses related 1

Current yea 199,86¢ 393,84¢ 1,110,601 280,53¢ 702,58:

Prior year's interes 10,21¢ 65,12« — — —

Prior year(s (59,93) (83,20¢) (45,629 (11,66%) (29,239
Total incurred losse 150,14¢ 375,76 1,064,97. 268,87( 673,34t
Paid losses related t

Current yea 123,43¢ 69,81¢ 868,80! 218,38¢ 500,11:

Prior year(s 36,45 281,80° 194,37( 63,69¢ 215,37t

Total paid losse 159,89: 351,62t 1,063,17! 282,08: 715,48



Balance as of December 31, 2006, net of reinsurar 379,58t 1,505,99 265,78¢ 69,64« 350,46
Plus: Reinsurance ceded and othel 81¢< 12,89: 50,34: 8,412 141,17

Balance as of December 31, 2006, gross of reinsuca $380,40: $1,518,890 $ 316,13( $ 78,05t $491,64.
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(1) Reinsurance ceded and other includes claimbandfits payable balances that have either bgeritsured to third parties, (b) established faimas related expenses whose
subsequent payment is not recorded as a paid adai(o) reserves established for obligations thadilel persist even if contracts were cancelled (@scbxtension of benefits), which
cannot be analyzed appropriately under «forward approact

(2) The $19,627 Property and Warranty 2005 reserveidetty is net of $61,943 of additional claims aeddfits payable in 2005 attributable to certainessoof loss reinsurance progre
written from 1995 to 1997 (see note 26, Commitmants Contingencies for further discussic

Case reserves and IBNR amounts are developed acingrial principles and assumptions that consatagng other things, contractual
requirements, historical utilization trends andmpant patterns, benefit changes, medical inflati@asonality, membership, product mix,
legislative and regulatory environment, economatdes, disabled life mortality and claim terminati@ates and other relevant factors. The
Company consistently applies the principles andragsions listed above from year to year, while g@jsing due consideration to the potential
variability of these factors.

Since case reserves and IBNR include estimatedajmcdfrom various actuarial methods, the Compaagtsal losses incurred may be
more or less than the Company’s previously develgstimates. As shown in the table above, if thewarts listed on the line labelethturrec
losses related to: Prior years” are negative (rddnt) this means that the Company’s actual lossesried related to prior years for these lines
were less than the estimates previously made bgdmepany. If the line labeled “Incurred lossesteddao: Prior years” are positive (deficient)
this means that the Company’s actual losses indualated to prior years for these lines were grelfian the estimates previously made by the
Company.

Medical reserves established for obligations thatilel persist even if contracts were cancelled (aschxtension of benefits) have been
excluded from the incurred loss roll-forwards besmathey cannot be analyzed appropriately undelt-domvard approach. In addition, Medic
business classified as long duration has beendedibecause the methodology used for setting claimddenefits payable is similar to that for
short duration Medical.

The Group Term Life case reserves and IBNR redutidarin all years are due to actual mortality ratesing below those assumed in
prior year reserves, and actual recovery ratesimgrtrigher than those assumed in prior year reserve

Group Disability case reserves and IBNR show reduanigs in all years due to actual claim recovergsraxceeding those assumed in
prior year reserves. During the three year perechveries and terminations due to death were thst favorable in 2004 and 2006 leading
higher reserve redundancy in those years.

The redundancies in our Medical lines case reseanddBNR were caused by the Company’s claims dgied) more favorably than
expected. The Company’s actual claims experierftected lower medical provider utilization and lawaedical inflation than assumed in the
Company'’s prior-year pricing and reserving processe

In 2004 and 2006, the Company’s Property and Werrease reserves and IBNR show redundancies frenrCtdmpany’s credit
unemployment lines, driven by strong growth andidex unemployment in the U.S. economy. In 200 ¢tore Property and Warranty lines
had similar experience, but was more than offsep@iy; 943 of additional claims and benefits payali®unts related to certain excess of loss
reinsurance programs written from 1995 to 1997e(Sete 26, Commitments and Contingencies, for &rtiscussion on the excess of loss
reinsurance programs). For the longer-tail Propanty Warranty coverages (e.g. asbestos, enviromment
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and other general liability), there were no materfeanges in estimated amounts for incurred clamgsior years for all years. Property and

Warranty gross case reserve and IBNR were at ltigliest level at December 31, 2005 due to outstgn2i005 Hurricane claims, which were
paid in 2006.

Long Duration Contracts

The Company'’s long duration contracts are primardynprised of pre-funded funeral life insuranceges and annuity contracts,
traditional life insurance policies no longer offdr universal life and annuities no longer offeaed FFG and LTC disposed businesses. The
principal products and services included in thegegories are described in the summary of sigmfieacounting polices (see Note 2).

The Company’s Solutions segment through its prebesthess manages pre-funded funeral insuranceigiothrough two separate
divisions, the independent division and the Amearibéemorial Life Insurance Company (“AMLIC") divisio The Company signed an
agreement with Forethought on November 9, 2005 @ldyethe Company discounted writing new preneedrame policies in the United
States via Independent Funeral Homes (see Notkhé)reserves for future policy benefits and expeffisepre-funded funeral life and annuity
contracts and traditional life insurance no longféered by the preneed business differ by divisiod are established based upon the following
assumptions.

PreNeed Business—Independent Division

Interest and discount rates for -funded funeral life insurance are level, vary bgtyef issuance and product, and ranged from 4.7
7.3% in 2006 and 2005 before provisions for advdesgation, which ranged from 0.2% to 0.5% in 2@@@& 2005.

Interest and discount rates for traditional lifsirance no longer offered vary by year of issuamzkproducts and were 7.5% grading to
5.3% over 20 years in 2006 and 2005 with the exaemif a block of pre-1980 business which had &ll@&8% discount rate in 2006 and 2005.

Mortality assumptions are based upon pricing assiompand modified to allow provisions for advedsiation. Surrender rates vary by
product and are based upon pricing assumptions.

Future policy benefit increases on pre-funded fahiéfe insurance policies ranged from 1.0% to 7.@%2006 and 2005. Some policies
have future policy benefit increases, which arergnized or tied to equal some measure of inflafitre. inflation assumption for most of these
inflation-linked benefits was 3.0% in both 2006 and 2005 tithexception of most policies issued in 2006 20@b where the assumption v
2.3%.

The reserves for annuities issued by the indepérdieision are based on assumed interest rate#tedesh deferred annuities, which v
by year of issue, and ranged from 2.0% to 5.5%0B62and 2005. Withdrawal charges, if any, generalhge from 7.0% to 0% and grade to
zero over a period of seven years for businesgdssButhe United States. Canadian annuity prochete a surrender charge that varies by
product series and premium paying period, typicgtding to zero after all premiums have been paid.

PreNeed Business—AMLIC Division

Interest and discount rates for pre-funded funiéealnsurance policies issued October 2000 anahbdyary by issue year and are based
on pricing assumptions and modified to allow fao\psions for adverse
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deviation. 2006 issues used a level 6.0% discaiat P005 issues used a level 5.5% discount natk2@04 issues used a level 5.3% discount
rate. Pre-funded funeral life insurance policiesiéxd prior to October 2000 and all traditional pfdicies issued by the AMLIC division use
discount rates, which vary by issue year and prodnd ranged from 2.5% to 7.5% in 2006 and 2005.

Mortality assumptions for pre-funded funeral lifssurance products issued in October 2000 and begr@nblased upon pricing
assumptions, which approximate actual experierma nzodified to allow for provisions for adverse @ewn. Surrender rates for pre-funded
funeral life insurance products issued in Octol#f®and beyond vary by product and are based upcingpassumptions, which approximate
actual experience. Mortality assumptions for adl-funded funeral life insurance and traditionad lifisurance issued by the AMLIC division
prior to October 2000 are based on statutory vinakequirements, which approximate GAAP, with xpleit provision for lapses.

Future policy benefit increases on pre-funded fahiéfe insurance are based upon pricing assumstiBirst-year guaranteed benefit
increases range from 0.0% to 6.0% in 2006 and 2R8Bewal guaranteed benefit increases range fro# t 3.0% in 2006 and 2005, except
for a very small portion of policies which are galsteed at 8.0%. For contracts with minimum beriefiteases associated with an inflation
index, assumed benefit increases equaled the discate less 3.0% in 2006 and 2005.

The reserves for annuities issued by the AMLICsiou are based on assumed interest rates creditéddferred annuities and ranged
from 1.0% to 6.5% in 2006 and 2005. Withdrawal gearranged from 0.0% to 8.0% grading to zero owigtgears for business issued in the
United States. Canadian annuity products havet 85 surrender charge. Nearly all the deferrediiii®s contracts have a 3.0% guaranteed
interest rate.

Universal Life and Annuities—No Longer Offered

The reserves for universal life and annuity produnc longer offered in the Assurant Solutions sagrhave been established based on
the following assumptions: Interest rates creditednnuities, which vary by product and time whemds were received, ranged from 3.5% to
4.0% with guaranteed credited rates that ranged B%% to 4.0% in 2006 and 2005, except for a gengll portion of policies with a credited
rate of 6.0% and guaranteed credited rate of 4&%uities are also subject to surrender chargesghmrary by contract year and grade to zero
over a period no longer than seven years. Surreradees will never be less than the amount of paipkemiums (net of prior withdrawals)
regardless of the surrender charge. Credited siteages on universal life funds vary by produdt #re funds received and ranged from 4.0'
5.1% in 2006 and 2005. Guaranteed crediting ratesevpresent ranged from 4.0% to 4.5%. Additionalhjiversal life funds are subject to
surrender charges that vary by product, age, s, of issue, risk class, face amount and gradertmover a period not longer than 20 years.

FFG and LTC

The reserves for FFG and LTC are included in them@amy'’s reserves in accordance with FAS 113, Actingrand Reporting for
Reinsurance of Short-Duration and Long-Duration {€@mts. The Company maintains an offsetting reisusce recoverable related to these
reserves (see note 13).
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Short Duration Contracts

The Company'’s short duration contracts are comgrigegroup term life, group disability, medical,rdal, property and warranty, credit
life and disability, extended service contract atiebther. The principal products and servicesldeld in these categories are described in the

summary of significant accounting polices (see )te

The Company’s group disability products are sharation contracts that include short and long tdisability coverage. Case reserves
and IBNR for long-term disability have been discimghat 5.25% in 2006. The December 31, 2006 an8 R@Bilities net of reinsurance
include $1,478,368 and $1,440,479 respectivelguch reserves. The amount of discounts deducteddrdstanding reserves as of

December 31, 2006 and 2005 are $466,170 and $45G&bectively

13. Reinsurance

In the ordinary course of business, the Compaimwialved in both the assumption and cession ofsugiance with non-affiliated
companies. The following table provides detailshaf reinsurance recoverables balance for the yealisd December 31:

2006 2005
Ceded future policyholder benefits and expe $2,635,44! $2,565,22;
Ceded unearned premit 637,44 691,78
Ceded claims and benefits paya 577,05. 928,88
Ceded paid losse 65,02¢ 261,91¢
Total $3,914,97. $4,447,811
The effect of reinsurance on premiums earned andftie incurred was as follows:
Years Ended December 31,
2006 2005 2004
Long Short Long Short Long Short
Duration Duration Total Duration Duration Total Duration Duration Total
Gross earne
Premiums and other consideratic $ 1,207,700 $ 7,152,65. $ 8,360,35 $ 1,391,121 $ 6,902,91. $ 8,294,03 $1,556,96. $ 6,808,79 $ 8,365,76
Premiums assume 1,57¢ 482,71¢ 484,29t 59,70¢ 308,43: 368,13t 40,58: 350,70: 391,28!
Premiums cede (497,31) (1,503,56) (2,000,88) (530,500 (1,610,87) (2,141,37)  (49558) (1,778,59) (2,274,17)
Net earned premiums and other considerat $ 71196¢ $ 6,131,80 $ 6,843,770 $ 920,32« $ 5,600,47 $ 6,520,790 $1,101,96: $ 5,380,90: $ 6,482,87.

Gross policyholder benefi $ 1,657,36. $ 3,054,06. $ 4,71142. $ 1,797,67!

$ 4,394,01 $ 6,191,68 $1,707,50!

$ 3,37197 $ 5,079,47

benefits assume 6,13¢ 291,32( 297,45 32,49: 219,66 252,15¢ 29,15¢ 282,59 311,75:
benefits cede (1,037,69) (432,240 (1,469,93) (1,050,32) (1,685,70) (2,736,03) (832,899  (718,56) (1,551,45)
Net policyholder benefit $ 62580 $ 2091314 $ 353894 $ 779,83 $ 292797 $ 3707,80: $ 903,75¢ $ 2,936,01 $ 3,839,76!

The Company had $372,678 and $403,045, respectivkigvested assets held in trusts or by custadéanof December 31, 2006 and

2005 for the benefit of others related to certaingurance arrangements.
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The Company utilizes ceded reinsurance for losteption and capital management, business disposijtand in Assurant Solutions and
Assurant Specialty Property segments, for cliesk and profit sharing.

Loss Protection and Capital Management

As part of the Company’s overall risk and capagnignagement strategy, the Company purchases refcguiar certain risks
underwritten by the Company’s various segmentsudiag significant individual or catastrophic clamwhich enables the Company to free up
capital to write additional business.

For those product lines where there is exposucatastrophes, the Company closely monitors and gesnthe aggregate risk exposurt
geographic area and the Company has entered insurance treaties to manage exposure to thess dfvents.

Under indemnity reinsurance transactions in whidh@ompany is the ceding insurer, the Company mesviaible for policy claims if the
assuming company fails to meet its obligationsmiinimize this risk, the Company has control proceduo evaluate the financial condition
reinsurers and to monitor the concentration of itmésk. The selection of reinsurance companidsaised on criteria related to solvency and
reliability and, to a lesser degree, diversificatas well as developing strong relationships with€ompany’s reinsurers for the sharing of
risks.

Business Divestitures

The Company has used reinsurance to exit certaimésses, such as the disposals of FFG and LT@s&aince was used in these ci
to facilitate the transactions because the busiisesisared legal entities with business segmentshta&ompany retained. Assets supporting
liabilities ceded related to these businesseselrkeih trusts and the separate accounts relatifg-€® are still reflected in the Company’s
balance sheet.

The reinsurance recoverable from The Hartford wia866,601 and $1,444,992 as of December 31, 200@@05, respectively. The
reinsurance recoverable from John Hancock was $1636 and $995,488 as of December 31, 2006 and 28§3ectively. The Company
would be responsible for administering this businieghe event of a default by reinsurers. In addjtunder the reinsurance agreement, The
Hartford is obligated to contribute funds to incgedhe value of the separate account assets tetatiModified Guaranteed Annuity business
sold if such value declines below the value ofdakgociated liabilities. If The Hartford fails tdffli these obligations, the Company will be
obligated to make these payments. As of Decemhe2®16 there have been no default events by Theddduor John Hancock and the
Company has not been obligated to fulfill any @& thinsurers’ obligations.

Segment Client Risk and Profit Sharing

The Assurant Solutions and Assurant Specialty Rtpgegments write business produced by their idiesuch as mortgage lenders and
servicers and financial institutions, and reinswksr a portion of such business to insuranceiglidries of the clients. Such arrangements
allow significant flexibility in structuring the sining of risks and profits on the underlying busise

A substantial portion of Assurant Solutions andukasat Specialty Property’s reinsurance activitiesralated to agreements to reinsure
premiums and risks related to business generateéigin clients to the
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clients’ own captive insurance companies or tog@iance subsidiaries in which the clients havevameoship interest. Through these
arrangements, our insurance subsidiaries share gbthe premiums and risk related to client-gereetdtusiness with these clients. When the
reinsurance companies are not authorized to dméssiin our insurance subsidiary’s domiciliaryestaur insurance subsidiary generally
obtains collateral, such as a trust or a letteredlit, from the reinsurance company or its afflimm an amount equal to the outstanding reserves
to obtain full statutory financial credit in therdeiliary state for the reinsurance.

The Companys reinsurance agreements do not relieve the Confpamyits direct obligation to its insureds. Thas;redit exposure exis
to the extent that any reinsurer is unable to rtreebbligations assumed in the reinsurance agresmEm minimize its exposure to reinsurance
insolvencies, the Company evaluates the finanoiadlition of its reinsurers and holds substantifiateral (in the form of funds, trusts, and
letters of credit) as security under the reinsuecegreements

14. Debt

In February 2004, the Company issued two serisgmibr notes with an aggregate principal amou®935,000. The Company receiv
net proceeds from this transaction of $971,537¢ctvinepresents the principal amount less the digcdine discount will be amortized over the
life of the notes. The first series is $500,00@iimcipal amount, bears interest at 5.63% per gedris payable in a single installment due
February 15, 2014 and was issued at a 0.11% discboe second series is $475,000 in principal arhdgars interest at 6.75% per year ar
payable in a single installment due February 18428nhd was issued at a 0.61% discount. Intereiiesenior notes is payable semi-annually
on February 15 and August 15 of each year. Theoseotes are unsecured obligations and rank equétlyall of the Company’s other senior
unsecured indebtedness. The senior notes aredesmable prior to maturity. The senior notes weggstered under the Securities Act in 2!
and all of the holders exchanged their notes femiiw, registered notes.

The interest expense incurred for the years endagmber 31, 2006, 2005 and 2004 relating to thieiseates was $60,188, $60,188
$52,163 respectively. There was $22,570 of accintedest at December 31, 2006, 2005 and 2004. Timep@ny made interest payments of
$30,094 on February 15, 2006 and August 15, 2@3pectively.

In March 2004, the Company established a $500,06thwercial paper program, which is available for kirny capital and other general
corporate purposes. The Company’s subsidiariesotmaintain commercial paper or other borrowinglifées at their level. This program is
backed up by a $500,000 senior revolving creditifaevith a syndicate of banks arranged by J.Préém Securities, Inc. (successor by merger
to Banc One Capital Markets, Inc.) and Citigrouplgzll Markets, Inc., which was established on Jgn8@r 2004. In April 2005, the Company
amended and restated its $500,000 senior revobriedjt facility with a syndicate of banks arrandsdCitibank and JP Morgan Chase Bank.
The amended and restated credit facility is unsgtand is available until April 2010, so long as @ompany is in compliance with all the
covenants. This facility is also available for gexie€orporate purposes, but to the extent useetiewould be unavailable to back up the
commercial paper program. On February 7, 2006, 8/&006 and August 24, 2006 the Company used $20§ZD,000 and $20,000,
respectively, from the commercial paper programgiemeral corporate purposes, which was repaid brugey 14, 2006, May 15, 2006 and
August 31, 2006, respectively. There were no anmreiating to the commercial paper program outstenat December 31, 2006. The
Company did not use the revolving credit faciliyrithg the twelve months ended December 31, 2006aramounts are currently outstandi
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The revolving credit facility contains restrictigevenants. The terms of the revolving credit fac#ilso require that the Company
maintain certain specified minimum ratios and thodds. The Company is in compliance with all covgeaand the Company maintains all
specified minimum ratios and thresholds.

15. Mandatorily Redeemable Preferred Stocks

The carrying value equals the redemption valuellczlasses of preferred stock. The Company’s Boidirectors has the authority to
issue up to 200,000,000 shares of preferred spokvalue $1.00 per share, in one or more serigsafix the powers, preferences, rights and
qualifications, limitations or restrictions thereafhich may include dividend rights, conversiorhtigy voting rights, terms of redemption,
liguidation preferences and the number of sharastitating any series or the designations of thieese

Information about the preferred stock is as follows

December 31,

2006 2005
Preferred stock, par value $1.00 per sh
Series B: 30,000 shares authorized, 17,160 andQ%Hares issued and outstanding in 2006 and
2005, respectivel $17,16( $19,16(
Series C: 5,000 shares authorized, issued anchadist 5,00( 5,00(
Total $22,16( $24,16(

There was no change in the outstanding sharesrigfsSe for the years ended December 31, 2006, 28632004. Changes in the number
of Series B shares outstanding are as follows:

For the Years Ended
December 31,

2006 2005 2004
Shares outstanding, beginni 19,16(  19,16( 19,16(
Shares redeems (2,000 — —

Shares outstanding, endi 17,16C  19,16( 19,16(

All shares have a liquidation price of $1,000 geare and rank senior to common stock with respegghts to receive dividends and to
receive distributions upon the liquidation, diss@n or winding up of the Company.

Holders of the Series B Preferred Stock are edtitiereceive cumulative dividends at the rate 6% per share per annum, multiplied by
the $1,000 per share liquidation price, and holdétee Series C Preferred Stock are entitled ¢eive dividends at the rate of 4.5% per share
per annum multiplied by the $1,000 per share ligtiah price. All dividends are payable in arreamsacquarterly basis. Any dividend that is
paid on a specified dividend payment date witheespo a share of such Preferred Stock shall beddedded to the liquidation price of such
share for purposes of computing the future divideod such share, until such delinquent dividendoeas paid.

Holders of the Series B Preferred Stock may etebtize any or all of their shares redeemed by tivegany at any time after April 1,
2002, and the Company must redeem all shares @dhies B Preferred
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Stock no later than July 1, 2017. Holders of theeSeC Preferred Stock may elect to have any afdheir shares redeemed by the Company
any time after April 1, 2022, and the Company nradeem all shares of the Series C Preferred Stodktar than July 1, 2027. The Company
also has the right and the obligation to redeenStrges B Preferred Stock and Series C Prefer@ek $tpon the occurrence of certain spec
events. The redemption price in all cases shakketipe $1,000 per share liquidation price plusieiumulated and unpaid dividends. The
Company is not required to establish any sinkingifar similar funds with respect to such redemgidtone of the shares of Series B
Preferred Stock or Series C Preferred Stock areertible into common stock or any other equity siégwf the Company. However, holders
of the Series B Preferred Stock and Series C Resf&tock are entitled to one vote per share owfeelcord on all matters voted upon by the
Company stockholders, voting with the holders aghomon stock as a single class, and not as a semdaiaeor classes. The shares of Series B
Preferred Stock and Series C Preferred Stock &jeduo certain restrictions on transferabilitygdahe Company has the right of first refuse
acquire the shares if any holder thereof desiresake a transfer not otherwise permitted by thesethereof.

16. Common Stock

Prior to the IPO in 2004, the Company had thressgla of common stock, Class A, B and C. There 4@x@00,000 shares authoriz
7,750,000 shares issued and outstanding of Classmnon stock; 150,001 shares authorized, issuedastanding of Class B common stc
400,001 shares authorized, issued and outstan@li@tass C common stock.

In connection with the merger of Fortis, Inc. anssArant, Inc., each share of Fortis, Inc. Classirnon stock was exchanged for
10.75882039 shares of common stock of Assurant, Widch totaled 83,380,858 shares. Also, the CBaasd Class C common stock
outstanding were converted into an aggregate @&4345418 shares of common stock of Assurant, Ines&levents resulted in 109,222,276
shares of common stock outstanding.

Changes in the number of common stock shares adistpare as follows:

December 31
2006 2005 2004
Shares outstanding, beginni 130,591,83 139,766,17 109,222,27
Issuance to Fortis in connection with IPO (Not¢ — — 32,976,85
Vested Restricted Shares, net (Note 17 50,90( 24,54¢ 1,262
Issuance to Board of Directors (Note ! 11,55¢ 14,207 10,91
Issuance related to ESPP (Note 152,56° 148,87 —
Issuance related to SARS exercise (Note 275,67 37,29¢ —
Shares repurchased as part of-back program (Note 1¢ (8,464,21) (9,391,96) (2,411,500
Net shares repurchased as part of Executive 4@tk(plote 17 — (7,300 (33,62¢)
Shares outstanding, endi 122,618,31 130,591,83 139,766,17

(a) Vested Restricted Shares shown net of sharesdeatireover participant tax liability
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The Company is authorized to issue 800,000,00Ceshzfrcommon stock. The 150,001 shares of ClasslB!80,001 shares of Class C
common stock, per the Restated Certificate of Ipo@tion of Assurant, Inc., are still authorized bave not been retired and it is management
intent not to reissue these shares.

17. Incentive Plans
Stock Based Incentive Plan

Prior to January 1, 2006, the Company accountedtfmk based compensation plans in accordancethigtprovisions of Accountin
Principles Board Opinion No. 2Bccounting for Stock Issued to Employ€dd’B 25”), which required compensation expense for
compensatory plans to be recognized based onfttfiresio value of the award. Effective January 10@he Company adopted the recognition
provisions of Statement of Financial Accountingrigt@rds No. 123 (revised 2008hare-Based PaymefiFAS 123R”) using the modified
prospective transition method and, therefore, lwhsestated results for prior periods. Under thassition method, stock-based compensation
costs are recognized based on the grant datediaie vin accordance with FAS 123R, for new awardsigd after January 1, 2006 as well as
any unvested portion of awards granted prior tardgnl, 2006. The Company also applied the “lorgifanethod to calculate it's beginning
pool of windfall tax benefit related to employeedt based compensation awards as of the adoptterofl&AS 123R. For the year ended
December 31, 2006, the Company recognized compensgaists net of a 5% per year forfeiture rate @noarated basis over the remaining
vesting period.

FAS 123R requires that a one time cumulative anjast be made at the adoption date to record amatstiof future forfeitures on
outstanding awards. This adjustment is the amolucdmpensation cost recorded prior to the adopifdRAS 123R related to outstanding
awards that are not expected to vest, based ostiamage of forfeitures as of the FAS 123R adoptlate. The cumulative adjustment, net of
taxes, had a positive impact of $1,547 on the dateged results of operations of the Company ferykar ended December 31, 2006.

Also in connection with the adoption of FAS 123k Company reclassified $2,829 of Unamortized Ratstt Stock Compensation
(contraequity account) outstanding at December 31, 20@&ithitional paid in capital. Under FAS 123R, anisgimstrument is not recorded
stockholders’ equity until the related compensatigpense is recorded over the requisite vestiniggef the award. Prior to the adoption of
FAS 123R, and in accordance with APB 25, the Compeaaorded the full fair value of all issued butasted Restricted Stock to additional
paid in capital with an offsetting amount to Unatimad Restricted Stock Compensation (contra-ecqaitpount) which represented the amount
of compensation costs not yet recognized for RestitiStock.

Director’'s Compensation Plan

The Company'’s Director’'s Compensation Plan perthigsissuance of up to 500,000 new shares of thep@oys common stock to Non-
Employee Directors. Under this plan, each Non-ErygdoDirector shall receive annual compensatiohénform of both common stock and
Stock Appreciation Rights (“SARs”) equal to $60 leagwards to a Non-Employee Director vest immedyaséed must be held for 5 years
subsequent to the date of grant or settlementelyear postesignation. The compensation expense recordetdeia shares issued under
Director’s Plan was $565, $505 and $245 for theyeaded December 31, 2006, 2005 and 2004, regplycti
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Long-Term Incentive Plan (“LTIP?)

The 2004 Long-Term Incentive Plan authorizes tlatyng of up to 10,000,000 new shares of the Coipaiommon stock to
employees and officers under the Assurant Long Tlaoentive Plan (“ALTIP”), Business Value Right8{/R") Program and CEO Equity
Grants Program.

Under the ALTIP, the Company is authorized to grastricted stock and SARs, subject to approvahbyCompensation Committee,
which is made up of members of the Board of DirectBestricted stock grants under the ALTIP areerathually and vest pro ratably over a
three year period. Unearned compensation, repiagethe market value of the shares at the datesofince, is charged to earnings over the
vesting period. SARs grants under the ALTIP are alade annually and vest as of December 31 ofdbensl calendar year following the
calendar year in which the right was granted anet lzafive year contractual life. SARs not exercipedr to the end of the contractual life are
automatically exercised on that date.

Under the BVR Program, the Company grants SARgestito the approval of the Compensation Committene Board of Directors
designee. SARs grants under this plan are madeaiyiamd have a three year cliff vesting period arttiree year contractual life, at the end of
which the rights are automatically exercised.

The Company’s CEO is authorized by the Board o&&tiors to grant common stock and restricted sto@niployees other than the
executive officers of the Company (as defined ioti®a 16 of the Securities Exchange Act of 1934amended (the “Exchange Act”)) limited
to 100,000 new shares per year. Restricted stakgunder this program have variable vesting sdbeed

All shares awarded under the LTIP vest and areceset net of taxes at the option of the participant

Restricted Stock
A summary of the Company’s outstanding RestrictetiSis presented below:

Weighteo-
Average

Grant-
Date Fair

Shares Value
Shares outstanding at December 31, 2 127,60: $ 32.8¢
Grants 104,72 $ 49.6f
Vests (60,02:) $ 29.8¢
Forfeitures (18,279 $ 31.9¢
Shares outstanding at December 31, 2 154,03: $ 45.5¢

The compensation expense recorded related toatestistock was $3,366, $1,616, and $699 for thesyeraded December 31, 2006, 2!
and 2004, respectively. The related total incomebemnefit recognized was $1,178, zero and zerthyears ended December 31, 2006, 2005
and 2004 respectively. The weighted average gratet fair value for restricted stock granted in 2608 2004 was $36.98 and $22.00,
respectively.

As of December 31, 2006, there was $3,424 of ugn@ized compensation cost related to outstandirtgetsl stock. That cost is
expected to be recognized over a weighted-averagedoof 1.3 years. The total fair value of sharested during the years ended December
31, 2006, 2005 and 2004 was $2,862, $979 and 83fectively.
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Stock Appreciation Rights

On April 7, 2005, the Company approved an amenditeetiite LTIP. The amendment, which was effectiveeld0, 2005, amended SA
from rights that paid appreciation to participaintthe form of cash to rights that pay appreciatimparticipants in the form of shares of the

Company’s common stock.

A summary of the Company’s SARs is presented below:

Rights
SARs outstanding, December 31, 2( 5,981,39
Grants 1,400,37
Exercises (851,919
Forfeitures and adjustmer (317,67¢)
SARs outstanding, December 31, 2( 6,212,18!
SARs exercisable at December 31, 2 3,594,29!

Weighted Average

Remaining
Weighted Average Contractual Term
Exercise Price (Years)
$ 27.4C
$ 49.2¢
$ 24.5¢
$ 34.4¢
$ 32.3¢ 4.5¢
$ 25.1¢t 5.54

Aggregate
Intrinsic
Value

$142,25(

$108,19¢

There were 1,400,377 and 1,448,292 SARs grantadgitire years ended December 31, 2006 and 20Qiectdgely. The compensation
expense recorded related to SARs was $14,779doyelr ended December 31, 2006 and the relatechintax benefit recognized was $5,1

Total compensation expense includes expense forséhted to the Board of Directors, which vest gdiately. The weighted average grant

date fair value for SARs granted in 2006 and 2085ev$11.37 and $8.64, respectively.

The total intrinsic value of SARs options exercisening the year ended December 31, 2006 and 2@83p22,790 and $2,354,

respectively. As of December 31, 2006, there wasagpmately $14,157 of unrecognized compensatiat melated to outstanding SARs. That
cost is expected to be recognized over a weightedage period of 1.6 years.

The fair value of each SARs outstanding was eséthah the date of grant using the Black-Scholemoygricing model. Expected
volatilities for awards issued during the year ehBecember 31, 2005 were based on the medianibatetock price volatility of a peer group
of insurance companies. Expected volatilities feaals issued during the year ended December 38,286 based on the median historical

stock price volatility of a peer group of insurammempanies and implied volatilities from tradediops on the Company’s common stock. The

expected term for rights granted under the prevjas that were converted on June 30, 2005 wasregsto be the optimal term from the

employee’s perspective under the Black-Scholes Mddhee expected term for grants made subsequehetdune 30, 2005 conversion was
assumed to equal the average of the vesting pefitite right and the full contractual term of thght. The risk-free rate for periods within the
contractual life of the option was based on the. Ur8asury yield curve in effect at the time ofrgra

Expected Volatility
Risk Free Interest Rat
Dividend Yield
Expected Life (Years
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2006

2005

20.25- 22.85%
4.77-4.89%
0.65%
3.00- 3.88

26.61- 27.19%

3.69-4.12%
0.84- 0.89%
3.69-3.75



Table of Contents

Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

Executive 401K Plan

During the year ended December 31, 2005, the Comnparchased 12,900 treasury shares for $438 viabdiR rust which was allocated
to the Assurant Stock Fund. Effective December 2€@5Assurant Stock Fund was dissolved and thep@agis stock will no longer be
offered to participants of the Executive 401K Plan.

Employee Stock Purchase Plan

Under the Employee Stock Purchase P*ESPF’), the Company is authorized to issue up to 5,000r@@0 shares to employees who
participants in the ESPP. The ESPP allows eligébi@loyees to contribute, through payroll deductiapsto 15% of their after-tax
compensation in each offering period toward thepase of shares of the Company’s common stock eTdrertwo offering periods during the
year (January 1 through June 30 and July 1 thr@egember 31) and shares are purchased at the eadlobffering period at 90% of t
lower of the closing price of the common stock loa first or last day of the offering period. PriorJanuary 1, 2006, participants’ contribution
was limited to a maximum of $6 per offering peridthe ESPP was amended in November 2005 to inctkaseaximum contribution to $7.5
per offering period, or $15 per year.

The ESPP is offered to individuals who are schetltdevork at least 20 hours per week and at léastfionths per year, have been
continuously employed for at least six months lgy/gtart of the offering period, are not temporanpkyees (employed less than 12 months),
and have not been on a leave of absence for manedth days immediately preceding the offering gerRarticipants must be employed on the
last day of the offering period in order to purch& mpany shares under the ESPP. The maximum nwhbkares that can be purchased
offering period is 5,000 shares per employee.

In January 2007, the Company issued 80,282 shawsployees at a price of $43.52 for the offeriegq of July 1 through December
31, 2006, related to the ESPP. In January 2008 timepany issued 73,992 shares to employees ataqfris32.59 for the offering period of
July 1 through December 31, 2005, relating to tB®E. In January 2005, the Company issued 71,888sshta price of $23.67 for the offer
period of July 1 through December 31, 2004, retpttthe ESPP.

In July 2006, the Company issued 78,575 sharemfoyees at a price of $39.66 for the offering perdf January 1 through June 30,
20086, relating to the ESPP. In July 2005, the Comipssued 77,017 shares at a price of $27.63 #ootfering period of January 1 through
June 30, 2005, relating to the ESPP.

The compensation expense recorded related to tR® B&s $1,239 for the year ended December 31, 20d6he related income tax
benefit for disqualified disposition was $52. Priotthe adoption of FAS 123R, the Company accoufte8SPP in accordance with APB 2t
a non-compensatory plan, and accordingly did ninceany compensation expense.

The fair value of each award under ESPP was edtthsdtthe beginning of each offering period ushgyBlack-Scholes option-pricing
model and the assumptions in the following tabkpdeted volatilities are based on implied volaé&htfrom traded options on the Company’s
stock and the historical volatility of the Compasgtock. The risk-free rate for periods within doatractual life of the option is based on the
U.S. Treasury yield curve in effect at the timegadnt.
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For awards issued during the years
ended December 31,

2006 2005

Expected Volatility 21.06- 21.09% 15.9- 16.63%

Risk Free Interest Rat 3.35-4.35% 1.63-2.61%
Dividend Yield 0.72- 0.88% 0.91- 1.06%
Expected Life (Years 0.5 0.5

Pro-Forma Disclosure

The following pro forma information of net incomedanet income per share amounts were determingdheesCompany had account
for SARs and the ESPP Plan under the fair valudodetf FAS 123 for the years ended December 3( 200 2004. This disclosure is not
equivalent to the impact of FAS 123R.

For the
Year Ended
December 30, 20C

$ 479,35}

For the
Year Ended
December 30, 20C

$ 350,56(

Net income as reporte
Add: Stocl-based employee compensation expense includedanteelpnet income, ne

of related tax effect 46,53( —
Deduct: Total stock-based employee compensatioaresgpdetermined under fair valu

based method for all awards, net of related tasces (40,690 (280)
Pro forma net incom $ 485,19! $ 350,38(
Earnings per share as report
Basic $ 3.5¢2 $ 2.52
Diluted $ 3.5C $ 2.5¢%
Pro forma earnings per sha
Basic $ 3.57 $ 2.5¢2
Diluted $ 3.54 $ 2.5¢2

Non-Stock Based Incentive Plans
Deferred Compensation

The Deferred Compensation Programs consist of fhleges: the Assurant Investment Plan (“AlIP”), theérican Security Insurance
Company (“ASIC”) Plan and the Assurant Deferred @ensation Plan (“ADC"). The AIP and ASIC Plans pdad key employees the ability

to exchange a portion of their compensation foromstto purchase certain third-party mutual furitsth Plans were frozen in December 2004

and no additional contributions can be made tdPlhes. Effective March 1, 2005, the ADC Plan wdaldished as an amendment and
restatement of the AIP and ASIC in order to comyity the Jobs Act of 2004. The ADC Plan provideg keployees the ability to defer a
portion of their eligible compensation to be inwekin a variety of mutual funds. Deferrals and ditiwals under the ADC are fully compliant
with the Jobs Act definition of eligible compensatiand distribution requirements. The amounts ohetlin other investments and other
liabilities related to the Deferred CompensatioarBlwere $105,328 and $99,035 at December 31,&0D8005, respectively.
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18. Stock Repurchase
The following table shows the shares repurchasedgithe periods indicated:

Total Number of Share

e Shares uronase peid Por Share Purchased as part o
in 2006 Programs
January 450,20( $ 44.3: 450,20(
February 416,60( $ 44.4¢ 416,60(
March 550,00( $ 46.3¢ 550,00(
April 475,00( $ 48.8¢ 475,00(
May 475,00( $ 49.9( 475,00(
June 1,190,001 $ 47.6% 1,190,001
July 1,040,001 $ 48.21 1,040,001
August 1,101,001 $ 50.1¢ 1,101,00!
Septembe 940,00( $ 52.9¢ 940,00(
October 1,030,001 $ 53.8¢ 1,030,001
November 430,10( $ 54.7¢ 430,10(
Decembe 366,31¢ $ 55.6¢ 366,31¢
8,464,211 $ 49.8¢ 8,464,21!

On November 11, 2005 the Company’s Board of Dinecépproved a stock repurchase program under vihécompany could
repurchase $400,000 of its outstanding common st@nkNovember 21, 2006, the Company reached the,$a0 threshold under this
program. Total shares repurchased under this progrre 7,987,951 at a cost of $395,740 and 97 6&fes at a cost of $4,260 for the years
ended December 31, 2006 and 2005, respectively.

On November 10, 2006, the Company’s Board of Dinecapproved another stock repurchase program wvideh the Company may
repurchase up to an additional $600,000 of itstantsng common stock. As of December 31, 2006Ctheapany repurchased 476,265 shares
of its outstanding common stock at a cost of $2% didder this authorization.

The total number of shares repurchased under lvotirgams during 2006 totaled 8,464,216 at a co$#@R,184. As of December 31,
2006, an additional $573,555 can be used to puecsizares pursuant to the November 10, 2006 repsegiragram.

F-47



Table of Contents

Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

19. Other Comprehensive Income (LosS)
The Company’s components of other comprehensivaniec(loss) net of tax at December 31 are as follows

Foreign Currency

Unrealized Gains . Accumulated Other

. (Losses) on Securitie Pension Comprehensive Incom:

Translation Under-

Adjustment funding
Balance at December 31, 2C $ 22,24: $ 331,53t $(35,25() $ 318,52!
Activity in 2004 18,59¢ 3,36 (2,32)) 19,63¢
Balance at December 31, 20 40,83¢ 334,89¢ (37,57)) 338,16:
Activity in 2005 (4,572) (141,647 27,55 (118,669
Balance at December 31, 20 36,26: 193,25¢ (10,019 219,49¢
Activity in 2006 6,37¢ (67,627 1,331 (59,929
Adoption FAS 15¢ — — (71,517 (71,517
Balance at December 31, 2C $ 42,63t $ 125,62¢ $(80,200) $ 88,06

The unrealized (gains) losses on securities i®hedclassification adjustments of $(8,886), $(F)0hnd $21,448, net of tax, in 2006,
2005 and 2004, respectively, for net realized glosses) on sales of securities included in nedrime.

20. Statutory Information

The Compan'’s insurance subsidiaries prepare financial statestemthe basis of statutory accounting practi“ SAF”) prescribed o
permitted by the insurance departments of theiestaf domicile. Prescribed SAP includes the ActiognPractices and Procedures Manual of
the National Association of Insurance CommissioffM&IC”) as well as state laws, regulations andnaistrative rules.

The principal differences between SAP and GAAP &yegiolicy acquisition costs are expensed as iecuander SAP, but are deferred
and amortized under GAAP; 2) the value of busimesgiired is not capitalized under SAP but is ur@g&AP; 3) amounts collected from
holders of universal life-type and annuity produats recognized as premiums when collected undé, 84t are initially recorded as contract
deposits under GAAP, with cost of insurance recogghias revenue when assessed and other contregéshacognized over the periods for
which services are provided; 4) the classificadod carrying amounts of investments in certain ises are different under SAP than under
GAAP; 5) the criteria for providing asset valuat@fowances, and the methodologies used to deterthsnamounts thereof, are different ur
SAP than under GAAP; 6) the timing of establishirgtain reserves, and the methodologies used ¢éomigte the amounts thereof, are diffe
under SAP than under GAAP; 7) certain assets aradmnitted for purposes of determining surplus urglP; 8) methodologies used to
determine the amounts of deferred taxes and gobakeildifferent under SAP than under GAAP; andh@)driteria for obtaining reinsurance
accounting treatment is different under SAP thadentGAAP.

F-48



Table of Contents

Assurant, Inc. and Subsidiaries

Notes to Consolidated Financial Statemen—(Continued)
December 31, 2006, 2005 and 2004
(In thousands except number of shares and per shaemounts)

The combined statutory net income, excluding irdenpany dividends and surplus note interest, andatamd surplus of the Company’s

US domiciled statutory insurance subsidiaries feilo

Years Ended

December 31,
2006 2005 2004
Statutory Net Income (Los
P&C Companie: $242,84¢ $(14,357)(1) $ 92,927
Life Companies 470,08((2) 384,75! 390,87(
Total Statutory Net Incom $712,92¢ $370,39¢ $483,79°

(1)

(2)

3)

The $(14,357) P&C Companies statutory net insX005 includes an after-tax charge of approximge&01,100 relating to American
Reliable Insurance Company (“ARIC”) a wholly ownsubsidiary that participated in certain exces®s$ Ireinsurance programs. See
Note 26—Commitments and Contingenci

The $ 470,080 Life Companies statutory net incom2006 includes a gain of approximately $31,70€(-tax) resulting from the Apr
2006 sale of the Canadian insurance operationsxfi Security Insurance Company (USIC) to an aftdd entity not subject to SAP.
The USIC Canadian operations contributed statutetyincome included above of approximately $3,908,,164 and $8,379 for the

years ended 2006, 2005 and 2004 respectively. TheClompanies 2006 statutory net income also iredugpproximately $40,500 (ai-
tax) from a settlement awarded to Assurant Solstiarthe fourth quarter of 2006 resulting from sluecessful resolution of a contract

dispute with Progeny Marketing Innovations, a wy-owned subsidiary of Cendant Corporati

At December 31,

2006 2005
Statutory Capital and Surpli
P&C Companie: $ 933,41t $ 675,97(3)
Life Companies 1,157,39: 1,442,17:
Total Statutory Capital and Surpl $2,090,81! $2,118,14!

ARIC’s 2005 Statutory capital and surplus refifethe charge of approximately $101,100 discuabede as well as approximately
$71,700 of gain booked directly to Statutory cdptad surplus relating to the reversal of previgusin-admitted reinsurance

recoverables

The Company also has non-insurance subsidiariefoagign insurance subsidiaries that are not stlbjeEAP. Some of these non-

insurance subsidiaries and foreign insurance siavid were owned by one of the Company’s US ddeddife statutory insurance
subsidiaries until September 30, 2006 and thuinaheded in the 2005 capital and surplus amountdiflocompanies presented above. In 2!
the common stock of these subsidiaries was dig&bas a dividend and return of capital to an epstr holding company that is not subject to
SAP and therefore the value of these subsidiagies longer included in Statutory capital and susplTThe value of the non insurance and
foreign subsidiaries included in Statutory capagtadl surplus in 2005 was $141,937. The statutoryneeime presented above does not include
foreign insurance subsidiaries in accordance WkR.S
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Insurance enterprises are required by state insard@partments to adhere to minimum risk-basedatdfRBC") requirements
developed by the NAIC. All of the Company’s inswarsubsidiaries exceed minimum RBC requirements.

The payment of dividends to the Company by anyhef@Gompany’s regulated U.S domiciled insuranceididsges in excess of a certain
amount (i.e., extraordinary dividends) must be aped by the subsidiary’s domiciliary state depantw insurance. Ordinary dividends, for
which no regulatory approval is generally requitae, limited to amounts determined by a formulaicivivaries by state. The formula for the
majority of the states in which the Company’s sdiasies are domiciled is based on the prior yeatatutory net income or 10% of the statu
surplus as of the end of the prior year. Some statet ordinary dividends to the greater of thége amounts, others limit them to the lesser of
these two amounts and some states exclude priorgalized capital gains from prior year net incameetermining ordinary dividend
capacity. Some states have an additional stipmdkiat dividends may only be paid out of earneglsisr If insurance regulators determine that
payment of an ordinary dividend or any other paytsé&y the Company’s insurance subsidiaries to thm@any (such as payments under a tax
sharing agreement or payments for employee or streices) would be adverse to policyholders oditoes, the regulators may block such
payments that would otherwise be permitted withwidr approval. Based on the dividend restrictionder applicable laws and regulations,
maximum amount of dividends that the Company’s tlb8iciled insurance subsidiaries could pay to tben@any in 2007 without regulatory
approval is approximately $476,070. No assuranoebeagiven that there will not be further regulgtactions restricting the ability of the
Company’s insurance subsidiaries to pay dividends.

21. Retirement and Other Employee Benefits

The Company and its subsidiaries participate inrecontributory defined benefit pension plan covginbstantially all of the
employees. Benefits are based on certain yearsrace and the employee’s compensation during icestach years of service. The Company’
funding policy is to contribute amounts to the ptarfficient to meet the minimum funding requirenseset forth in the Employee Retirement
Income Security Act of 1974, plus such additiormabants as the Company may determine to be apptegran time to time up to the
maximum permitted. Contributions are intended tovjate not only for benefits attributed to servioadate, but also for those expected to be
earned in the future. The Company also has a narilcotory, nonqualified supplemental program comgrcertain employees. The qualified
and nonqualified plans are referred to as “PenBremefits” unless otherwise noted.

In addition, the Company provides certain life dwealthcare benefits (“Retirement Health Benefitet)retired employees and their
dependents. Substantially all employees of the Gomyppay become eligible for these benefits depgndimage and years of service. The
Company has the right to modify or terminate theseefits.
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Summarized information on the Company’s PensioreBenand Retirement Health Benefit plans for tearg ended December 31 is as

follows:

Change in projected benefit obligatior
Projected benefit obligation at beginning of y
Service cos

Interest cos

Amendment:

Actuarial (loss) gait

Benefits paic

Settlement:

Projected benefit obligation at end of y:

Change in plan asset

Fair value of plan assets at beginning of y
Actual return on plan asse

Employer contribution

Benefits paid (including administrative expens
Settlement:

Fair value of plan assets at end of y

Funded status at end of ye¢

Pension Benefits

Retirement Health Benefits

2006 2005 2004 2006 2005 2004
$(487,67() $(444,91) $(395,81) $(60,69) $(54,219) $(51,029
(21,705  (20,11) (19,099  (2,79) = (2,510 = (2,179
(27,099 (2529 (24,407  (3,087) (3,125  (2,93)

— (850) (2,280) (389) — —
(5,481 (17,660 (27,39 5,16¢ (1,309 722
24,69 21,16’ 19,42 1,25¢ 461 1,201

— — 4,65¢ — — —
$(517,26) $(487,67() $(444,91) $(60,54) $(60,699 $(54,219
$ 353,15 $ 302,31 $ 263,96 $13,73¢ $12,62¢ $ 6,53¢
49,00 21,50« 28,88¢ 1,89t 82¢ 704
27,35( 51,10; 34,23 1,06( 761 6,601
(25,26§ (21,769 (20,119 (1,259 @476 (1,219

— — (4,65¢) — — —
$ 404,23, $ 353,15. $ 302,31 $ 1543¢ $ 13,73 $ 12,62
$(113,020 $(134,51) $(142,60) $(45,117) $(46,96) $(41,58))
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Incremental Effect of Applying FASB Statement No. £8 on Individual Line Items in the

Other asset
Total asset
Accounts payable and other liabiliti
Deferred income taxes, r
Total liabilities
Accumulated other comprehensive inca

Total stockholder equity

For the years ended December 31, 2006, 2005 art] 266umulated benefit obligations exceeded plaatass follows:

Projected benefit obligatic
Accumulated benefit obligatic
Fair value of plan asse

Statement of Financial Position

December 31, 2006

Amounts recognized in the Consolidated Balance tShemsist of:

Non-current asse
Current liabilities
Non-current liabilities

Amounts recognized in accumulated other compretieriscome consist of:

Net (loss) gair
Prior service cos

ppplication o Adiustments B ot
Statement 158 Statement 158
$ 190,347 $ (3,409 $ 186,93
$25,168,55  $ (3,408  $25,165,14
$ 1,176,30.  $ 106,60 $ 1,282,90:
$ 9565 $ (38499 $ 57,15
$21,264,44  $ 68,10 $21,332,55
$ 15957¢ $ (7151) $ 88,06
$ 3,904,100  $ (71,51)  $ 3,832,59

Pension Benefits

2006 2005 2004
$517,260 $487,67( $444,91
$449,20¢ $421,56. $ 380,82t
$404,23° $353,15: $302,31.

Retirement Health

Pension Benefits Benefits
2006 2005 2004 2006 2005 2004
$ = NA NA $ — N/A  N/A

$ (10,65 NI/A
$(102,37) N/A

Pension Benefits

NA $ (862 N/A N/A
N/A  $(44,249 N/A N/A

Retirement Health Benefits

2006

$(107,26()
(10,025)

$(117,28Y
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Components of net periodic benefit cost and othasunts recognized in accumulated other comprehemsoome for the years ended
December 31 were as follows:

Pension Benefits Retirement Health Benefits
2006 2005 2004 2006 2005 2004
Net Periodic Benefit Cosi
Service cos $ 21,708 $20,11: $19,09¢ $2,791 $251¢ $2,17-
Interest cos 27,09¢ 25,29: 24,40: 3,08 3,12¢ 2,93
Expected return on plan ass (28,54) (26,267 (22,33) (1,137 (1,06¢) (539
Amortization of prior service co: 3,714 3,752 3,77¢ 1,331 1,307 1,307
Amortization of net los 11,60( 11,03¢ 8,881 — — —
Settlement los 60¢ — 1,08¢
Net periodic benefit co: $ 36,18¢ $33,93: $34,91t $6,07¢ $5,88: $5,87i
Other Changes in Plan Assets and Benel
Obligations Recognized in Accumulated Other
Comprehensive Income
Net (loss) gair $(107,26() N/A N/A  $ 3,55¢ N/A N/A
Prior service (cost) crec (10,02 N/A N/A (9,579 N/A N/A
Total recognized in accumulated other compreheris@me $(117,28") N/A N/A  $(6,020) N/A N/A
Total recognized in net periodic benefit cost aocuaulated othe
comprehensive incon $ (81,100 N/A N/A  $ 56 N/A N/A

The estimated net loss and prior service costfeidefined benefit pension plans that will be amed from accumulated other
comprehensive income into net periodic benefit cost the next fiscal year are $9,467 and $3,7dshectively. The estimated prior service
cost for the other defined benefit postretiremdang that will be amortized from accumulated ot@nprehensive income into net periodic
cost over the next fiscal year is $1,342.

Determination of the projected benefit obligatioasiased on the following assumptions for the gaded December 31.:

Pension Benefits Retirement Health Benefits
2006 2005 2004 2006 2005 2004
Discount rate 5.8%% 5.6€% 5.8(% 5.92% 5.6€% 5.8(%

Determination of the net periodic benefit cost Wased on the following assumptions for the yeaedridecember 31.:

Pension Benefits Retirement Health Benefits
2006 2005 2004 2006 2005 2004
Discount rate 5.6€% 5.8(% 6.2(% 5.6€% 5.8(% 6.2(%
Expected lon-term return on plan asse 8.25% 8.25% 8.25% 8.25% 8.25% 8.25%

The selection of our discount rate assumption c&flehe rate at which the pension and postretiréplan obligations could be effective
settled at December 31, 2006 and 2005, the metbggddbr selecting the
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discount rate was to match each plan’s cash flovisdt of a yield curve that provides the equivaigelds on zero-coupon corporate bonds for
each maturity. The discount rate, for each plathéssingle rate that produces the same presemt wélcash flows.

The discount rate as of December 31, 2004 wastsdlby management based on benchmark informationagly the yield on the
Moody’s AA long-term corporate bond index.

To develop the expected long-term rate of returagsets assumption, the Company considered thentlewel of expected returns on
risk free investments (primarily, government bondsg historical level of the risk premium assoeihtvith the other asset classes in which the
portfolio is invested and the expectations for fatteturns of each asset class. The expected retueach asset class was then weighted basec
on the targeted asset allocation to develop thea®gd long-term rate of return on asset assumptarthe portfolio. This resulted in the
selection of the 8.25% assumption for the fiscalry@006, 2005 and 2004.

Retirement Health Benefits

2006 2005 2004
Health care cost trend rate assumed for next'
Pre-65 Nor-reimbursement Pla 10.C% 10.(% 11.(%
Pos-65 Nor-reimbursement Pla 12.(% 14.(% 15.(%
Pre-65 Reimbursement Plz 10.C% 7.C% 8.C%
Pos-65 Reimbursement Pl: 12.(% 7.C% 8.C%
Rate to which the cost trend rate is assumed tlinge(“the ultimate trend ra”) 5.0% 5.C% 5.C%
Year that the rate reaches the ultimate trend 2011 2012 2012

Assumed health care cost trend rates have a signtfeffect on the amounts reported for the hezltk plans. A one-percentage point
change in assumed health care cost trend rateslwank the following effects:

Retirement Health Benefits

2006 2005 2004
One percentage point increase in health care cosehd rate
Effect on total of service and interest cost congus $ 65 $ 67 $ 58
Effect on postretirement benefit obligati $ 1,157 $ 1,154 $ 1,03¢
One percentage point decrease in health care cosend rate
Effect on total of service and interest cost congmts $ (66) $ (69 $ (60)
Effect on postretirement benefit obligati $(1,147) $(1,145) $(1,02¢)
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The Company’s qualified pension plans and othet migement benefit plans weighted-average adketadion at December 31, by asset
category, are as follows:

Pension Benefits Retirement Health Benefits
2006 2005 2004 2006 2005 2004
Assets Category
Equity securitiet 76.$% 77.(% 77.(% 76.9% 77.(% 77.(%
Debt securitie: 22.2%% 21.5% 20.(% 22.2% 21.5% 20.(%
Other 0.9% 1.5% 3.C% 0.9% 1.5% 3.C%
Total 100.(%¢ 100.(% 100.(%  100.%c 100.(% 100.(%

The goals of the asset strategy are to determithe ifrowth in the value of the fund over the Idagn, both in real and nominal terms,
manage (control) risk exposure. Risk is managemhgsting in a broad range of asset classes, athiivthose asset classes, a broad range of

individual securities.

The Investment Committee that oversees the invegtofahe plan assets conducted a review of thedtment Strategies and Policies of
the Plan. This included a review of the strateggeaallocation, including the relationship of Eian liabilities and portfolio structure. As a
result of this review, the Investment Committee &dspted a target asset allocation and modifiedahges:

Low Target High
Debt securitie: 2C0% 25% 30%
Equity securitie: 65% 75% 85%

The equity securities category includes both doimestd foreign equity securities. The target asgeity security allocation of U.S. and
foreign securities is 65% and 10%, respectively.

The Company expects to contribute $40,000 to itdified pension plan in 2007.

The following pension benefits, which reflect exigecfuture service, as appropriate, are expectbe fmaid:

Retirement

Pension Health

Benefits benefits
2007 $ 30,271 $ 1,262
2008 25,17 1,44¢
2009 25,47( 1,671
2010 25,44¢ 1,93¢
2011 26,98¢ 2,23¢
Year 201-2016 168,76 16,797
Total $302,12: $ 25,35¢
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The Company and its subsidiaries have a definettibation plan covering substantially all employedsich provides benefits payable
participants on retirement or disability and to &éiaries of participants in the event of the m#pant’'s death. The amounts expensed by the
Company related to this plan were $29,260, $25,88d,$25,318 in 2006, 2005 and 2004, respectively.

22. Segment Information

On April 1, 2006, the Company separated Assurahiti®os business segment into two business segmésdsirant Solutions and
Assurant Specialty Property. In addition, concurreith the creation of the new Assurant Solutiond Assurant Specialty Property segments,
the Company realigned the preneed segment undeethéssurant Solutions segment. The segment inctatement for the years ended
December 31, 2005 and 2004 and the segments &sstits year ended December 31, 2005 have beeastreceeflect the new segment
reporting structure.

In connection with the segment changes describedeatthe Company transferred the run-off Asbestssness previously in the
Assurant Solutions segment to the Corporate & Qébgment. The transfer of this business is comgistih the Company’s policy of
managing run-off business in the Corporate & Otfegment.

The Company has five reportable segments, whickefiaed based on the nature of the products awites offered: Assurant
Solutions, Assurant Specialty Property, Assurardlthe Assurant Employee Benefits, and CorporatetBe® Assurant Solutions provides
credit insurance, including life, disability andaimployment, debt protection administration servigesranties and extended service contracts,
life insurance policies and annuity products thavmle benefits to fund pre-arranged funerals. AasuSpecialty Property provides creditor-
placed homeowners insurance and manufactured lgphsimeowners insurance. Assurant Health providgisigual, short-term and small
group health insurance. Assurant Employee Bengffisides employee and employer paid dental, digabénd life insurance products and
related services. Corporate & Other includes a@tiviof the holding company, financing and inteeegienses, net realized gains (losses) on
investments, interest income earned from short-iauestments held and additional costs associatédexcess of loss reinsurance programs
reinsured and ceded to certain subsidiaries i.timelon market between 1995 and 1997. Corporatel&Qilso includes the amortization of
deferred gains associated with the sales of FFQ. &a@through reinsurance agreements.

The Company evaluates performance of the operatisgness segments based on segment income aftexetaxing realized gains
(losses) on investments. The Company determinestedgle segments in a manner consistent with thetil@Company organizes for purpo
of making operating decisions and assessing pedioce The accounting policies of the reportablenssgs are the same as those described in
the summary of significant accounting policies.gSiote 2)

On October 19, 2006 the Company announced thatlitcbmpleted the sale of its equity interest ivde Healthcare Systems, Inc.
(“PHCS") to New York based MultiPlan, Inc. (“Multign”). PHCS was accounted for under the equity oetMultiPlan, a healthcare
financial risk manager, acquired PHCS from the Canypand the other majority shareholders in PHCSpaks of the agreement, Assurant’s
health care customers will have long-term accesisdd®HCS and MultiPlan networks. The Company et ia pre-tax net realized gain of
$98,342 in the Corporate and other segment retatédte sale of PHCS.
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The following tables summarize selected finangi&bimation by segment for the years ended Dece®ibe?006, 2005 and 2004:

Year Ended December 31, 200

Specialty Employee Corporate &
Solutions Property Health Benefits Other Consolidated
Revenues
Net earned premiums and otl
consideration: $ 2,371,600 $ 1,208,31. $ 2,083,995 $ 1,179,90. $ — $ 6,843,777
Net investment incom 392,51( 74,50 75,21t 158,52! 35,93¢ 736,68t
Net realized gains on investme — — — — 111,86! 111,86!
Amortization of deferred gain on dispos
of businesse — — — — 37,30( 37,30(
Fees and other incon 221,75: 49,42« 41,56( 27,54: 682 340,95¢
Total revenue 2,985,86! 1,332,23 2,200,73. 1,365,96! 185,78 8,070,58
Benefits, losses and expens
Policyholder benefit 998,77( 408,72: 1,300,81 830,63¢ 5 3,538,94
Amortization of deferred acquisition costs
and value of business acquit 902,40: 232,78( 24,75¢ 25,17 — 1,185,11:
Underwriting, general and administrati
expense: 787,37: 320,67. 616,57. 381,84t 83,07¢ 2,189,53!
Interest expens — — — — 61,24 61,24
Total benefits, losses and expen 2,688,541 962,17: 1,942,14! 1,237,65. 144,32: 6,974,84.
Segment income before income ta 297,32 370,06: 258,58 128,31 41,45¢ 1,095,74:
Income taxe: 98,42% 128,94. 90,66¢ 44,71 17,12 379,87:
Segment income after ta $ 198,890 $ 241,12: $ 167,91¢ $ 83,60 $ 2433 $ 715,87:
Cumulative effect of change in accounti
principle $ 1,541
Net income $ 717,41¢
Segment Assets
Segments assets, excluding good $ 10,637,145 $ 2,189,67. $ 1,278,100 $ 2,806,33 $ 7,463,35 $ 24,374,62
Goodwill 790,51
Total asset $ 25,165,14
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Revenues

Net earned premiums and other
consideration:

Net investment incom

Net realized gains on investme

Amortization of deferred gain on dispo:
of businesse

Fees and other incon

Total revenue
Benefits, losses and expens

Policyholder benefit

Amortization of deferred acquisition co:
and value of business acquit

Underwriting, general and administrativ:
expense:

Interest expens

Total benefits, losses and expen

Segment income (loss) before income ti
Income taxe:

Segment income (loss) after ta
Net income

Segment Assets
Segments assets, excluding good

Goodwill

Total asset

Year Ended December 31, 2005

Specialty Employee Corporate &
Solutions Property Health Benefits Other Consolidated
$ 2,220,141 $ 858,84t $ 2,163,96! $ 1,277,831 $ — $ 6,520,799
371,56! 61,95 69,05¢ 156,88¢ 27,79¢ 687,25
— — — — 8,23¢ 8,23¢
_ _ — — 42,50¢ 42,50¢
132,73( 38,15¢ 40,34 26,21« 1,432 238,87¢
2,724,441 958,96( 2,273,36! 1,460,94. 79,96¢ 7,497,67!
1,046,901 317,507 1,344,62. 936,83! 61,94: 3,707,80!
679,36¢ 195,96 30,09¢ 21,18: — 926,60¢
798,13° 227,03¢ 627,80" 397,35¢ 96,05¢ 2,146,39.
— — — — 61,25¢ 61,25¢
2,524,40! 740,50¢ 2,002,52. 1,355,37 219,25¢ 6,842,06
200,03! 218,45: 270,84: 105,56 (139,28) 655,60t
66,88¢ 75,22 92,78 37,19¢ (95,84") 176,25:
$ 133,14° $ 143,227 $ 178,05¢ $ 68,36¢ $ (43,440 $ 479,35!
$ 479,35!
$ 10,457,11 $ 2,262,90. $ 1,452,870 $ 2,898,47. $ 7,489,22. $ 24,560,58
804,86
$ 25,365,45
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Year Ended December 31, 2004

Specialty Employee Corporate &
Solutions Property Health Benefits Other Consolidated
Revenues
Net earned premiums and other consideral $ 2,205,98: $ 768,77 $ 2,231,29: $ 1,276,81. $ — $ 6,482,87.
Net investment incom 318,70! 72,54¢ 67,90: 149,71¢ 25,87¢ 634,74¢
Net realized gains on investme — — — — 24,30¢ 24,30¢
Amortization of deferred gain on disposal of
businesse — — — — 57,63: 57,63:
Loss on disposal of busines: (9,237) (9,2372)
Fees and other incon 113,51! 37,01 38,70¢ 29,30¢ 1,84« 220,38t
Total revenue 2,638,20: 878,33. 2,337,90: 1,455,83! 100,43( 7,410,71.
Benefits, losses and expens
Policyholder benefit 1,094,88. 363,92¢ 1,422,78: 950,23! 7,941 3,839,76!
Amortization of deferred acquisition costs ¢
value of business acquir 608,27" 158,87" 37,60: 15,70( — 820,45t
Underwriting, general and administrative
expense! 805,28! 242,45( 637,30! 394,03 76,90: 2,155,98!
Interest expens 56,41¢ 56,41¢
Distributions on mandatorily redeemable prefe
securities — — — — 2,167 2,162
Total benefits, losses and expen 2,508,441 765,25: 2,097,69 1,359,97. 143,42t 6,874,78!
Segment income (loss) before income ti 129,76: 113,07¢ 240,21¢ 95,86¢ (42,995 535,92¢
Income taxe: 39,04« 38,13¢ 81,93: 33,65¢ (7,399 185,36¢
Segment income (loss) after ta $ 90,71¢ $ 7494. $ 15828 $ 62,21( $ (3559¢ $ 350,56(
Net income $ 350,56(
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The Company operates primarily in the United States Canada. The following table summarizes sealdatancial information by
geographic location for the years ended or as ckebder 31:

Long-lived
Location Revenues Assets
2006
United State: $7,482,04! $267,87(
Foreign 588,53¢ 7,331
Total $8,070,58. $275,20:
2005
United State: $7,057,18 $260,79:
Foreign 440,48 6,92¢
Total $7,497,67! $267,72(
2004
United State: $7,053,13. $268,22¢
Foreign 357,58( 8,85¢
Total $7,410,71. $277,08¢

Revenue is based in the country where the prodastssld and long-lived assets are based on thécphiecation of those assets. The
Company has no reportable major customers.
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23. Earnings per common share

The following table presents the weighted averagermon shares used in calculating basic earningsgremon share and those used in
calculating diluted earnings per common share #@hencome category presented below.

Numerator

Net income before cumulative effect of change icoanting
principle

Cumulative effect of change in accounting princifiete 17)

Net income

Denominator
Weighted average shares outstanding used in basghare
calculations
Incremental common shares from assun
SARs
Executive 401K pla
Restricted stoc
ESPF

Weighted average shares used in diluted per skrelations

Earnings Per Share—Basic

Net income before cumulative effect of change icoaating
principle

Cumulative effect of change in accounting princ

Net income

Earnings Per Share—Diluted

Net income before cumulative effect of change icoaating
principle

Cumulative effect of change in accounting princ

Net income

Year Ended December 31,

2006
715,87
1,547
717,418
126,846,99
1,853,97:
31,57
80,27
128,812,81
$ 5,65
$ 0.01
$ 5.6€
$ 5.5€
$ 0.01
$ 5.57

2005

479,35!

479,35!

135,773,55
1,075,45i
22,30¢
73,99:

136,945,31

$ 3.5¢

$ 3.5C
$ —

$ 3.5C

2004
350,56(
350,56(

138,358,76
8,05¢
28,88:
71,86(
138,467,56
$ 2.5¢C
$ —
$ 2.5¢%
$ 2.5¢
$ —
$ 2.5¢%

Restricted shares totaling 100,686, 92,937 andfperihe years ended December 31, 2006, 2005 addl, 28spectively, were outstandi
but were anti-dilutive and thus not included in toenputation of diluted EPS under the treasurykstoethod. SARs totaling zero and 44,247
for the years ended December 31, 2006 and 20Q%cteely, were also outstanding but were antitdikiand thus not included in the

computation of diluted EPS under the treasury ntktho
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24. Quarterly results of Operations
The Company’s quarterly results of operations lieryears ended December 31, 2006 and 2005 are sizadhin the tables below:

Three Month Periods Ended

March 31 June 30 September 3( December 31
2006
Total revenue $1,929,78. $1,949,091 $1,984,07" $2,207,63
Income before income taxes and cumulative effechahge in accounting
principle 242,35t 232,16: 231,04: 390,18:
Net income before cumulative effect of change icoanting principle 160,92! 151,13¢ 151,30: 252,50°
Net income 162,47. 151,13¢ 151,30: 252,50°
Basic per share dat
Income before income taxes and cumulative effechahge in accountir
principle $ 1.8¢ $ 181 $ 1.8 $ 3.1
Net income before cumulative effect of change icoanting principle $ 122  $ 118 $ 12 $ 2.0t
Net income $ 128 $ 118 $ 1.2 $ 2.0t
Diluted per share dat
Income before income taxes and cumulative effechahge in accountir
principle $ 18  $ 1.7¢ $ 181 $ 3.11
Net income before cumulative effect of change icoanting principle $ 1.2z $ 1.1¢  $ 118 $ 2.01
Net income $ 12:  $ 11 $ 118 $ 2.01
March 31 June 30 September 3( December 31
2005
Total revenue $1,862,35. $1,874,30: $1,879,44  $1,881,57
Income before income tax 176,721 188,09¢ 141,37: 149,41:
Net income 114,39¢ 127,62: 100,28° 137,04¢
Basic per share dat
Income before income tax $ 1.2¢ $ 137 $ 1.0t $ 1.14
Net income $ 08z $ 09: $ 07¢  $ 1.0t
Diluted per share dat
Income before income tax $ 1.2¢ $ 138 $ 1.0 $ 1.12
Net income $ 08z $ 09z $ 07¢ 3 1.02

As disclosed in the Company’s 2004 10-K, on Felyr&ar2005 the Assurant Solutions segment was ssfudés a contract dispute with
Progeny Marketing Innovations, a wholly-owned sdlasiy of Cendant Corporation. A settlement was awdrto Assurant Solutions in the
fourth quarter of 2006 in the amount of $62,278.

During the fourth quarter of 2006, the Company alsmpleted the sale of its equity interest in PHESa result, the Company recorded
a pre-tax investment gain of $98,342 in its fourtfarter results. See Note 22 —Segment Information.
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During the fourth quarter of 2005, the Company st#d tax liabilities by $32,629 for previously piged tax accruals which were no
longer considered necessary due to the resolufitR®audits. See Note 8—Income Taxes.

25. Subsequent Events

On February 15, 2007, the Company announced teadlard of Directors declared a quarterly dividen80.10 per common share. The
dividend will be payable on March 12, 2007 to tr@rany’s stockholders as of February 26, 2007.

In February 2007, the Company amended its senioiver credit facility to expand the definition tfe term Equity. The term Equity, as
it relates to the financial covenant ratios, nowledes all of accumulated other comprehensive ircaich is consistent with how the
Company calculates other equity based ratios. Tivere no changes to any other terms and conditibtige credit facility agreement. See
Note 14— Debt.

26. Commitments and Contingencies

The Company and its subsidiaries lease office spadeequipment under operating lease arrangent@eittain facility leases contain
escalation clauses based on increases in the $ésparating expenses. At December 31, 2006, thesggte future minimum lease payment
under operating lease agreements that have iaitiabn-cancelable terms in excess of one year are:

2007 $ 35,12¢
2008 $ 29,04:
2009 $ 23,75!
2010 $ 17,43(
2011 $ 10,70¢
Thereaftel $ 30,97¢
Total minimum future lease paymel $147,03

Rent expense was $40,112, $34,921 and $37,71D08, 2005 and 2004, respectively.

In the normal course of business, letters of craditissued primarily to support reinsurance amarents. These letters of credit are
supported by commitments with financial institusoifThe Company had $33,219 and $28,216 of letfersedit outstanding as of
December 31, 2006 and 2005, respectively.

The Company is regularly involved in litigationtime ordinary course of business, both as a defeéramhas a plaintiff. The Company
may from time to time be subject to a variety @fdband regulatory actions relating to the Compsyrrent and past business operations.
While the Company cannot predict the outcome of@emyding or future litigation, examination or intigation and although no assurances can
be given, the Company does not believe that angipgmmatter will have a material adverse effecivitially or in the aggregate, on the
Company'’s financial condition or results of opevas.

One of the Company’s subsidiaries, American Redidbsurance Company (“ARIC”), participated in cértexcess of loss reinsurance
programs in the London market and, as a resuttsueéd certain personal
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accident, ransom and kidnap insurance risks frob108 1997. ARIC and a foreign affiliate ceded atipa of these risks to retrocessionaires.
ARIC ceased reinsuring such business in 1997. Heweertain risks continued beyond 1997 due tattare of the reinsurance contracts
written. ARIC and some of the other reinsurers ingd in the programs are seeking to avoid certaattes on various grounds, including
material misrepresentation and non-disclosure byc#ding companies and intermediaries involvetiénprograms. Similarly, some of the
retrocessionaires are seeking avoidance of cdreaties with ARIC and the other reinsurers andesoamsureds are seeking collection of
disputed balances under some of the treaties. iEpates generally involve multiple layers of reiremce, and allegations that the reinsurance
programs involved interrelated claims “spirals” ed to disproportionately pass claims lossesdbdrilevel reinsurance layers. Many of the
companies involved in these programs, including @Rdre currently involved in negotiations, arbitsas and/or litigation between multiple
layers of retrocessionaires, reinsurers, cedingpemries and intermediaries, including brokers, ieffort to resolve these disputes.

Many of the disputes involving ARIC and an affitaBankers Insurance Company Limited (“BICL"), t&lg to the 1995 and 1997
program years, were resolved by settlement orratlmit in 2005. As a result of the settlements amdrbitration (in which ARIC did not
prevail) additional information became availabl005, and based on management’s best estimat€pthpany increased its reserves and
recorded a total pre-tax charge of $61,943 forydar ended December 31, 2005. Negotiations, atibiiaand litigation are still ongoing or
will be scheduled for the remaining disputes. Ohrkary 28, 2006 there was a settlement relatirtged 996 program. Loss accruals
previously established relating to the 1996 progvesme adequate. The Company believes, based amiafimn currently available, that the
amounts accrued for currently outstanding dispatesadequate. However, the inherent uncertaingylfrations and lawsuits, including the
uncertainty of estimating whether any settlememts@ompany may enter into in the future would béamorable terms, makes it difficult to
predict the outcomes with certainty.

As part of ongoing, industry-wide investigatiortse tCompany has received various subpoenas andstedram the Securities and
Exchange Commission and the United States Attofoiethe Southern District of New York in connectiwith various investigations into
certain loss mitigation products and the use dfdirisk insurance. The Company is cooperating/fuith these investigations and is comply
with these requests.

The Company conducted an evaluation of the traiwsecthat could potentially fall within the scopktloe subpoenas, as defined by the
authorities, and has provided information as retguk8ased on the Compasyhvestigation to date, the Company has concltidgtthere we
a verbal side agreement with respect to one of@nsurers under our catastrophic reinsurance arogrwhile management believes that the
difference resulting from the appropriate altenmticcounting treatment would be immaterial tofmancial position or results of operations,
regulators may reach a different conclusion. In280d 2003, premiums ceded to this reinsurer w2y@0® and $1,500, respectively, and
losses ceded were $10,000 and zero, respectiviely contract expired in December 2004 and waserewed.

The Audit Committee of the Board of Directors, wikie assistance of independent and Company coassetieemed appropriate, also
completed its own investigation of the mattersadiby the subpoenas, continues to respond to iegdilom the regulatory agencies and
otherwise continues to fully cooperate with theulagpry agencies. The Audit Committee has not foamg wrongdoing on the part of any of
the officers of the Company.
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Schedule —Summary of Investments Other Than Investments in Rated Parties

Fixed Maturities
Bonds:

United States Government and government agencikatghorities

States, municipalities and political subdivisic
Foreign government

Public utilities

All other corporate bonc

Mortgage backed securiti

Total fixed maturities

Equity securities
Common stocks:
Banks, trusts and insurance compal
Industrial, miscellaneous and all ott
Non-redeemable preferred stocks
Non sinking fund preferred stoc

Total equity securitie

Commercial mortgage loans on real estate, at anedrios

Policy loans

Shor-term investment

Collateral held under securities lend
Other investment

Total investment
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Amortized Cost

Amount at which

shown in balanct

Fair Value sheet
(in thousands)

$ 324,74! $ 327,46 $ 327,46:
221,07¢ 236,42¢ 236,42¢
631,74( 652,66: 652,66:
1,074,96: 1,104,16 1,104,16
5,467,55! 5,590,73. 5,590,73.
1,213,93 1,206,59 1,206,59
$ 8,934,01 $ 9,118,04 $ 9,118,04
$ 18¢€ $ 15€ $ 15€
50¢ 88(C 88(
734,87¢ 740,60 740,60:
$ 735,56¢ $ 741,63¢ $ 741,63¢
$ 1,266,15! $ 1,302,44: $ 1,266,15!
58,73: 58,73: 58,73
314,11 314,11 314,11
365,95¢ 365,95¢ 365,95¢
564,49: 564,49 564,49:
$12,239,04 $12,465,43 $ 12,429,14
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Assurant, Inc. and Subsidiaries
Schedule ICondensed Balance Sheet (Parent Onl

December 31

2006 2005

(in thousands except number of shares)

Assets
Investments
Equity investment in subsidiari $ 4,044,63 $ 3,946,86.
Fixed maturities available for sale (amortized €6$126,842 in 2006 and $100,492 in
2005) 126,90¢ 100,25:
Shor-term investment 8,211 12,067
Other investment 123,52: 116,78:
Total investment 4,303,27. 4,175,96:
Cash and cash equivalel 493,74« 361,48t
Receivable from subsidiarit 19,57+ 28,991
Tax receivable 11,90! 37,73:
Accrued investment incorr 1,52: 13C
Property and equipment, at cost less accumulatectdiation 155,14« 158,62:
Deferred income taxes, r 116,61! 56,88
Goodwill 43,83: 59,77
Other asset 37,56( 64,631
Total asset $ 5,183,16! $ 4,944.21
Liabilities
Accounts payable and other liabiliti $ 356,63 $  248,80¢
Debt 971,77 971,69(
Mandatorily redeemable preferred st 22,16( 24,16(
Total liabilities 1,350,56! 1,244,65!
Commitments and Contingenci
Stockholders’ equity
Common stock, par value $.01 per share, 800,00G08tes authorized, 143,080,961
142,563,829 shares issued, 122,618,317 and 138&P&hares outstanding at December
31, 2006 and 2005, respectivi $ 1,43( $ 1,42¢
Additional paic-in capital 2,894,809. 2,880,32!
Retained earning 1,676,17: 1,006,911
Unamortized restricted stock compensation; 127d@@ites at December 31, 2( — (2,829
Accumulated other comprehensive inca 88,06¢ 219,49¢
Treasury stock, at cost; 20,308,610 and 11,844sB84es at December 31, 2006 and 200%
respectively (827,96() (405,77¢)
Total stockholder equity 3,832,59 3,699,55!
Total liabilities and stockholde’ equity $ 5,183,16! $ 4,944.21

Effective December 31, 2006, Core Inc., an indiyeeholly owned subsidiary of Assurant, Inc. andbsidiaries, was merged into the
operations of Assurant, Inc. (“Parent Company”)céwuingly, all prior period amounts have been resiléed to conform to the 2006
presentation. The financial information of the Pé@i@ompany should be read in conjunction with tlegdlidated Financial Statements and

Notes theretc
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Assurant, Inc. and Subsidiaries
Schedule I—Condensed Income Statement (Parent Only

Years Ended December 31

2006 2005 2004

(in thousands)

Revenues
Net investment incom $ 19,640 $ 14,11F $ 7,10¢
Net realized gains (losses) on investme 98,15 5,76: (3,41))
Loss on disposal of busine — — (9,232
Fees and other incon 60,76( 61,59¢ 63,48
Equity in undistributed and distributed net incoofiesubsidiarie: 686,92¢ 520,34t 426,61
Total revenue 865,48: 601,82: 484,56
Expenses
General and administrative expen 121,22¢ 138,24( 118,52:
Interest expens 61,24: 61,25¢ 56,41¢
Distributions on mandatorily redeemable preferrecusities — — 2,167
Total expense 182,46¢ 199,49¢ 177,10:
Income before income taxes and cumulative effechahge in accounting princig 683,011 402,32 307,46(
Income tax benef 32,85¢ 77,03 43,10(
Income before cumulative effect of change in actiogrprinciple 715,87 479,35} 350,56(
Cumulative effect of change in accounting princ 1,547 — —
Net income $717,41¢  $479,35¢  $350,56(

Effective December 31, 2006, Core Inc., an indiyaaholly owned subsidiary of Assurant, Inc. andsidiaries, was merged into the
operations of Assurant, Inc. (“Parent Company”)céwlingly, all prior period amounts have been resiféed to conform to the 2006
presentation. The financial information of the P&i@ompany should be read in conjunction with tle€dlidated Financial Statements and
Notes theretc
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Assurant, Inc. and Subsidiaries
Schedule I—Condensed Cash Flows (Parent Only

Operating Activities
Net income

Adjustments to reconcile net income to net caskigea by operating activitie:
Equity in undistributed net loss (income) on coidatkd subsidiarie

Change in receivable

Change in income tax

Change in accounts payable and other liabil
Change in trading portfoli

Depreciation and amortizatic

Net realized (gains) losses on investme

Excess tax benefit from shi-base payment arrangeme

Stock base compensation expe
Other

Net cash provided by operating activit

Investing Activities
Sales of:
Fixed maturities available for se
Property and equipme
Equity interes
Maturities, prepayments, and scheduled redempffic
Fixed maturities available for se
Purchase of
Fixed maturities available for se
Property and equipme
Capital contributed to subsidiari
Purchase of subsidiari€s
Change in short term investme
Change in other invested ass

Net cash provided by (used in) investing activi

Financing Activities

Repayment of mandatorily redeemable preferred gexs
Redemption of mandatorily redeemable preferrecks
Issuance of det

Repayment of det

Issuance of common sto

Excess tax benefits from st-based payment arrangeme
Purchase of treasury sto

Dividends paic

Commercial paper issut

Commercial paper repa

Other

Net cash (used in) financing activiti

Change in cash and cash equivalt
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Years Ended December 31

2006 2005 2004
(in thousands)
$ 717,41 $ 479,35! $ 350,56(
(68,98:) 8,90¢ (65,38
8,02 (25,075 (24,006
3,162 (16,519 58,161
4,041 (14,825 13,22:
23€ (8,139 (40,967
30,11« 26,554 25,30(
(98,157) (5,767 3,41¢
(2,567) = =
17,56¢ 40,08¢ 94t
(9,017) 25,38¢ (4,281)
601,85: 509,96¢ 316,96¢
7,422 43,21 —
23,17: 12,23¢ 12,467
146,36¢ — —
37,567 32,71 2,01:
(71,589 (100,000 (78,57))
(49,44() (42,28%) (46,45¢)
(76,149 (29,236 (29)
(11,000 — (16,000)
3,85¢ (5,556 (5,495
(6,97¢) (159) 301
3,247 (89,069 (131,776
— — (196,222
(2,000 — —
— — 971,53
— — (1,750,001
(2,739 3,771 725,49
2,561 — —
(422,45)  (338,87) (63,629)
(48,15)) (42,05() (29,67¢)
59,94 134,82: 99,94¢
(60,000 (135,000 (100,000
(472,840  (377,33) (342,557
132,25¢ 43,56¢ (157,367
361,48t 317,92( 475,28
$ 493,74« $ 361,48t $ 317,92(

(@M This relates to the acquisition of SAFECO Finanhiatitution Solutions, Inc., acquired on May 1080



Effective December 31, 2006, Core Inc., an indiyeeholly owned subsidiary of Assurant, Inc. andbsidiaries, was merged into the
operations of Assurant, Inc. (“Parent Company”)céwlingly, all prior period amounts have been resiféed to conform to the 2006
presentation. The financial information of the Pé&i@ompany should be read in conjunction with tla€blidated Financial Statements and
Notes theretc

F-68



Table of Contents

Assurant, Inc. and Subsidiaries
for the years ended December 31, 2006, 2005 & 2004

Schedule Ill—Supplementary Insurance Information

) . Amortization of
Benefits claims

Future policy Claims and deferred policy

Deferred Property and

P : Net investmen  losses and it ,Other operating  Casualty
Acquisition Cost benefits and Unearned benefits payabl Premium settlement acquisition cost: Premiums
Segment expenses  premiums revenue income expenses expenses Written

(in thousands)

2006

Solutions $ 2,168,70:$3,865,51.$3,431,65:$ 387,69:$2,371,60!$ 392,51($ 998,77($ 884,83'$ 804,94!$2,136,92!
Specialty

Property 148,63! 4,171 820,53 274,49 1,208,31: 74,50 408,72: 232,78 320,67 —
Employee

Benefits 27,50« 55C 12,69 1,936,11. 1,179,90.  158,52! 830,63¢ 26,77 380,24¢ —
Health 53,05¢ 155,17' 119,93 401,55: 2,083,95 75,21F 1,300,81 24,75t 616,57. —
Corporate an

Other — 2,740,93 45,07« 412,32( — 35,93t 5 — 83,071 —

Total Segment $ 2,397,901$6,766,34:$4,429,89'$ 3,412,161$6,843,77!$ 736,68t$ 3,538,94'$ 1,169,13'$ 2,205,51!$2,136,92!

2005

Solutions $ 1,784,36/$3,763,99:$2,970,10-$ 477,24.$2,220,14!$ 371,56!$ 1,046,903 660,13'$ 817,37.%$1,622,41:
Specialty

Property 132,45t 3,84t 700,18« 667,15: 858,84¢ 61,95: 317,50° 195,96: 227,03t —
Employee

Benefits 28,89 — 12,48( 1,926,391 1,277,83 156,88¢ 936,83! 21,18 397,35¢ —
Health 76,59: 175,33t 121,95¢ 428,46¢ 2,163,96! 69,05¢ 1,344,62 30,09« 627,80! —
Corporate an

Other —  2,721,67! 46,88’ 375,96: — 27,79¢ 61,94: — 96,05« —

Total Segment $ 2,022,30:$6,664,85:$3,851,61:$ 3,875,22:$6,520,79/$ 687,25'$ 3,707,80'$ 907,37($ 2,165,62$1,622,41

2004

Solutions $ 1,384,16:$3,573,251$2,509,67'$ 537,78($2,205,98:$ 318,70!$ 1,094,883 586,80!$ 826,75 $1,320,65
Specialty

Property 138,50¢ 3,717 625,28t 290,34: 768,77: 72,54¢ 363,92¢ 158,87¢ 242,44¢ —
Employee

Benefits 19,57¢ — 18,61( 1,868,38. 1,276,81.  149,71¢ 950,23! 15,70( 394,03° —
Health 105,40¢ 361,86t 158,29( 485,22( 2,231,29: 67,90: 1,422,78 37,60: 637,30! —
Corporate and

Other — 2,516,87: 42,43¢ 479,97 — 25,87¢ 7,941 — 76,90« —

Total Segment $ 1,647,65 $6,455,71:$3,354,29'$ 3,661,70.-$6,482,87.$ 634,74¢$ 3,839,76'$ 798,98!$ 2,177,45:$1,320,65
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Life Insurance in Force

Premiums:
Life insurance
Accident and health insuran
Property and liability insuranc

Total premiums

Benefits:
Life insurance
Accident and health insuran
Property and liability insuranc

Total benefits

Assurant, Inc. and Subsidiaries

for the years ended December 31, 2006
Schedule IV —Reinsurance

Assumed fromr

Percentage of
amount
assumed to ne

Ceded to other other
Gross amount Companies Companies Net amount
(in thousands)

$136,511,96 $37,861,72 $ 994,73t $99,644,97 1.C%
877,53t 443,05¢ 42,47¢ 476,95¢ 8.%%
4,224,73: 711,24( 212,06( 3,725,55. 5.7%
3,258,009. 846,58! 229,76( 2,641,26! 8.7%
$ 8,360,35! $ 2,000,88! $ 484,29¢ $ 6,843,77! 7.1%
971,71( 768,28" 16,98¢ 220,41 7.7%
2,609,70! 411,75’ 197,78¢ 2,395,73. 8.2%
1,130,01. 289,88¢ 82,68( 922,80! 9.C%
$ 4,711,42. $ 1,469,93 $ 297,45 $ 3,538,94 8.4%
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Life Insurance in Force

Premiums:
Life insurance
Accident and health insuran
Property and liability insuranc

Total premiums

Benefits:
Life insurance
Accident and health insuran
Property and liability insuranc

Total benefits

Assurant, Inc. and Subsidiaries

for the year ended December 31, 2005

Schedule IV—Reinsurance

Ceded to other

Gross amount Companies
$155,936,02 $46,017,28
$ 1,418,29 $ 547,65
4,191,61! 738,93:
2,684,11! 854,79(
$ 8,294,03. $ 2,141,371
1,628,28: 924,52.
2,323,81! 311,91(
2,239,58 1,499,60!
$ 6,191,68 $ 2,736,03
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Assumed fromr

other
Companies

(in thousands)

$1,267,40:

$ 96,58¢
175,06
96,48

$ 368,13t

47,28:
164,86
40,01¢

$ 252,15¢

Percentage of
amount
assumed to ne

Net amount

$111,186,14 1.1%
$ 967,22 10.(%
3,627,75. 4.8%
1,925,81! 5.C%

$ 6,520,791 5.€%
751,04: 6.2%
2,176,717 7.€%
779,99¢ 5.1%

$ 3,707,80! 6.8%
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Life Insurance in Force

Premiums:
Life insurance
Accident and health insuran
Property and liability insuranc

Total premiums

Benefits:
Life insurance
Accident and health insuran
Property and liability insuranc

Total benefits

Assurant, Inc. and Subsidiaries

for the year ended December 31, 2004

Schedule IV—Reinsurance

Ceded to other

Gross amount Companies
$160,553,22 $49,955,77
1,512,65! 549,96¢
4,390,34! 827,09(
2,462,76. 897,11¢
$ 8,365,76! $ 2,274,17.
1,625,74! 849,97¢
2,366,83! 259,36:
1,086,89: 442,11
$ 5,079,47 $ 1,551,45!
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Assumed fromr

other
Companies

(in thousands)

$5,894,87

76,21:
187,17t
127,89¢

$ 391,28!

58,16¢
156,64
96,94

$ 311,75:

Percentage of
amount
assumed to ne

Net amount

$116,492,32 5.1%
1,038,90: 7.2%
3,750,42! 5.C%
1,693,54 7.€%

$ 6,482,87 6.C%
833,93« 7.C%
2,264,11 6.8%
741,71¢ 13.1%

$ 3,839,76! 8.1%
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Assurant, Inc. and Subsidiaries

as of December 31, 2006, 2005 and 2004
Schedule \—Valuation and Qualifying Accounts

Additions
Balance a
Charged tc Charged tc Balance a
Beginning e
Costs and Other Deduction End of
of Year Expenses Accounts Year
(in thousands)
2006:
Valuation allowance for foreign NOL deferred

carryforward $ — $ 8,78 $ — $ — $ 8,78:
Valuation allowance for mortgage loans on realte: 19,92: (15,169 — — 4,75
Valuation allowance for uncollectible agents baks 17,78¢ 857 (82 1,84¢ 16,71:
Valuation allowance for uncollectible accou 7,55( (128) 84 63C 6,87¢
Total $45,25¢ $ (5,657) $ 2 $ 2,47¢ $37,12:

2005:
Valuation allowance for mortgage loans on realte: $17,95¢ $ 2,58¢ $ — $ 62C $19,92:
Valuation allowance for uncollectible agents baks 21,94¢ (2,067) 1,032 3,13( 17,78¢
Valuation allowance for uncollectible accou 2,87: 6,781 (919) 1,18¢ 7,55(
Total $42,77: $ 7,30¢ $ 114 $ 4,93¢ $45,25!

2004:
Valuation allowance for mortgage loans on realte: $18,85¢ $ 55C $ — $ 1,44¢ $17,95¢
Valuation allowance for uncollectible agents baks 28,44¢ 474 — 6,97¢ 21,94¢
Valuation allowance for uncollectible accou 867 2,56¢ — 563 2,87:
Total $48,17( $ 3,59 $ — $ 8,99( $42,77:
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Exhibit 10.4

AMENDMENT NO. 2 TO THE
ASSURANT, INC.
2004 LONG-TERM INCENTIVE PLAN

THIS AMENDMENT NO. 2 (this “Amendment”) to the Asgant, Inc. 2004 Long-Term Incentive Plan, as amdn(tee “Plan”) is made
this 7th day of December, 2006.

The Compensation Committee of the Board of DirectdrAssurant, Inc. (the “Company”) has determitie it is in the best interests of
the Company and its stockholders to amend theitlefirof the term “Fair Market Value”.

1. The Plan is hereby amended by deleting the itiefirof “Fair Market Value” in Section 2.1, subesion (p) of the Plan in its entirety
and by substituting in lieu thereof the following:

“Fair Market Value”, on any day, means (i) if theo&k is listed on a securities exchange or is tlamer the Nasdaq National
Market, the closing sales price on such date,ipif (he Stock is not listed on a securities exulpaor traded over the Nasdaqg National
Market, the mean between the bid and offered paseguoted by Nasdaq for such date, provided ffitaisidetermined that the fair

market value is not properly reflected by such Masguotations, Fair Market Value will be determifigydsuch other method as the
Committee determines in good faith to be reasonable

Except as expressly amended hereby, the term& éflttn, as previously amended, shall be and reommihanged and the Plan as
amended hereby shall remain in full force and effec

IN WITNESS WHEREOF, the Company has caused thisdment to be executed by its duly authorized repriegive on the day and
year first above writter

ASSURANT, INC.
By:

Name
Title:




Exhibit 10.6
RESTRICTED STOCK AGREEMENT

[20 __] Award
Non-transferable
GRANT TO

(Name)
(“Grantee”)

by Assurant, Inc. (the “Company”) of
(Amount)
shares of its common stock, $0.01 par value (thar'&s”)

pursuant to and subject to the provisions of theufant, Inc. 2004 Long-Term Incentive Plan (theatP), and to the terms and conditions set
forth on the following page (the “Terms and Coratis”).

Unless sooner vested in accordance with the Pl&ection 4 of the Terms and Conditions, the regtris imposed under Section 3 of
Terms and Conditions will expire as to the follogiipercentage of the Shares awarded hereunderedallbwing respective dates:

Date of Expiration
Percentage of Share of Restrictions

Additional conditions{Specify any additional vesting or other conditigns

IN WITNESS WHEREOF, Assurant, Inc., acting by ahobtigh its duly authorized officers, has causesl Agreement to be executed as
of the Grant Date.

ASSURANT, INC.

By:

[ _
Chief Executive Office

Grant Date: [

Accepted by Grante:

(Name)



TERMS AND CONDITIONS

1. Grant of SharesAssurant, Inc. (the “Company”) hereby grantshe Grantee named on Page 1 (“Granteipject to the restrictions and
other terms and conditions set forth in the Plashiarthis award agreement (this “Agreement”), thienber of shares indicated on Page 1 of the
Company’s $0.01 par value common stock (the “Shares

2. Defined Terms Capitalized terms used herein and not otherwésimeld shall have the meanings assigned to suotstigrthe Plan.

3. Restrictions The Shares are subject to each of the follow&sgrictions. “Restricted Shares” mean those Shhegsare subject to the
restrictions imposed hereunder which restrictiomsehnot then expired or terminated. Restricted &haray not be sold, transferred, exchar
assigned, pledged, hypothecated or otherwise enengdbUpon termination of Grantee’s Continuousustas a Participant, Grantee shall
forfeit all of Grantee’s right, title and inter@atand to the Restricted Shares as of the datenpfayment termination (after giving effect to any
lapsed restrictions under Section 4), and suchriRest Shares shall revert to the Company immelgiédowing the event of forfeiture. The
restrictions imposed under this Section shall applgll shares of the Company’s common stock oeroslecurities issued with respect to
Restricted Shares hereunder in connection withnagnger, reorganization, consolidation, recapitélira stock dividend or other change in
corporate structure affecting the common stockhef@Gompany.

4. Expiration and Termination of RestrictionEhe restrictions imposed under Section 3 williexpn the earliest to occur of the following (the
period prior to such expiration being referred ¢éodin as the “Restricted Period”):

(a) As to the percentages of the Shares specifigthge 1, on the respective dates specified on bage
(b) As to all of the Restricted Shares, upon a @easf Control; or

(c) As to a number of the Restricted Shares, uperdate of Grantee’s death, or Disability, deteediby (i) multiplying the aggregate
number of Shares originally subject to this Agreetras specified on page 1 by a fraction, the nutoedd which is the number of completed
calendar months from the Grant Date to the dat@rahtee$ death or Disability, and the denominator of whigcthe number of full months tt
otherwise would have been required to fully vekbhaithe Restricted Shares originally subject tis thgreement as specified on page 1,
pursuant to the vesting schedule specified on fiagend (ii) subtracting from such amount that nendf Shares which otherwise have bec
vested prior to the date of Grantee’s death, oalfligy. For computing purposes, fractional shaglesll be rounded to the nearest whole Share.

(d) In connection with the Retirement of a Partieif the Compensation Committee, or the Chief Bezwfficer with regard to non-
Section 16 officers, may at any time, in its sdkerktion, accelerate or waive, in whole or in ptré foregoing restrictions, and in connection
therewith may impose such terms and conditions @sems necessary or advisable, including requthingthe Participant enter into a release
of claims and an agreement containing restrictoraenants.

5. Delivery of SharesThe Shares will be registered in the name of @eaas of the Grant Date, will be issued in cediféd or uncertificated
form, and may be held by the Company during thdriRésd Period. If a certificate for Restricted &wis issued, such certificate shall be
registered in the name of Grantee and shall bésgeand in substantially the following form (in atidh to any legend required under applicable
state securities laws):

“This certificate and the shares of stock represgthereby are subject to the terms and conditiockiling forfeiture and restrictions against
transfer) contained in a Restricted Stock Agreerbetween the registered owner of the shares reptegbbereby and Assurant, Inc. Release
from such terms and conditions shall be made anbctordance with the provisions of such Agreenmayies of which are on file in the
offices of Assurant, Inc.”

Stock certificates for the Shares, without the @&legend, shall be delivered to Grantee or Grast@esignee upon request after the expiration
of the Restricted Period. If the Shares are issuedcertificated form, during the Restricted Pdribe Company shall instruct the transfer a
not to permit the transfer of the Restricted Shares the expiration of the Restricted Period.

6. Voting and Dividend RightsGrantee, as beneficial owner of the Shares, &aak full voting and dividend rights with respexthe Shares
during and after the Restricted Period. If Grariteteits any rights he may have under this Agreenreaccordance with Section 3, Grantee
shall no longer have any rights as a shareholdtr iespect to the Restricted Shares or any intérestin, and Grantee shall no longer be
entitled to receive dividends on such stock. Inghent that for any reason Grantee shall havevedalividends upon such stock after such
forfeiture, Grantee shall repay to the Companyampunt equal to such dividends.

7. Changes in Capital Structur&he provisions of the Plan shall apply in theecaa change in the capital structure of the Comp®/ithout
limiting the foregoing, in the event of a subdiaisiof the outstanding Common Stock (stock-splifjealaration of a dividend payable in
Common Stock, or a combination or consolidatiothefoutstanding Common Stock into a lesser numbghnares, the Shares then subject to
this Agreement shall automatically be adjusted propnately.

8. No Right of Continued ServicéNothing in this Agreement shall confer upon Geanany right to continue in the service of the Canypor
any Affiliate.

9. Payment of Taxes

(a) Upon issuance of the Shares hereunder, Graragenake an election to be taxed upon such awatdriBection 83(b) of the Code.
To effect such election, Grantee must file an appate election with Internal Revenue Service witttiirty (30) days after award of the Shares
and otherwise in accordance with applicable TrgaR&gulations.

(b) In accordance with such procedures as the Cttesrestablishes, at such time that any amountreta the Shares becorr



includable in Grantee’s gross income for tax pugsashe “tax date”), the Company will withhold anmber of Shares having a Fair
Market Value on the date of withholding equal te thinimum amount required by law to be withheldwispect to federal, state and local
taxes of any kind (including Grantee’s FICA obliga). Alternatively, if Grantee provides prior weh notice to the Company, Grantee may,
no later than the tax date, pay to the Company



amounts required by law to be withheld or make io#nteangements satisfactory to the Committee regaithe payment of such amounts. Such
written notice shall be directed to the Secretdrthe Company or his or her designee at the addmdsn the form specified by the Secretary
from time to time, at least 30 days prior to thedate, unless otherwise determined by the Compuaity sole discretion. The obligations of
Company under this Agreement will be conditionakoch withholding or other payment or arrangemeartd,the Company, and, where
applicable, its Affiliates will, to the extent peitbed by law, have the right to deduct any suclesafxom any payment of any kind otherwise

to Grantee.

10. Plan Controls The terms contained in the Plan are incorporetiedand made a part of this Agreement, and thiseAgient shall be
governed by and construed in accordance with tae.Ph the event of any actual or alleged configtween the provisions of the Plan and the
provisions of this Agreement, the provisions of Bian shall be controlling and determinative.

11. SuccessorsThis Agreement shall be binding upon any sucaesfsthe Company, in accordance with the termsif Agreement and the
Plan.

12. Severability If any one or more of the provisions containethis Agreement are invalid, illegal or unenfordealthe other provisions of
this Agreement will be construed and enforced #seifinvalid, illegal or unenforceable provisiordh@ever been included.

13. Notice. Notices and communications under this Agreemargtre in writing and either personally deliveredgent by registered or
certified United States mail, return receipt reqee@spostage prepaid. Notices to the Company neuatidressed to:

Assurant, Inc.

One Chase Manhattan Plaza,s4oor
New York, New York 1000!

Attn: Secretary

or any other address designated by the Companwviiittan notice to Grantee. Notices to Grantee haldirected to the address of Grantee
currently on file with the Company, or at any othddress given by Grantee in a written notice éoGbmpany.



Exhibit 10.29

AMENDED AND RESTATED ASSURANT LONG TERM INCENTIVE P LAN
(Initially adopted effective April 8, 2005, and amaded and restated on November 9, 2006
and January 11, 2007)

The Assurant Long Term Incentive Plan, with aniahieffective date of April 8, 2005, is hereby arded and restated by the
Compensation Committee of Assurant, Inc. (the “©eaation”) on January 11, 2007.

ARTICLE 1
PURPOSE

1.1 GENERAL. The Amended and Restated Assurant Long Term tiveeRlan (the “Plan”) is a sub-plan created urterAssurant,
Inc. 2004 Long-Term Incentive Plan (“2004 LTIP"hd Plan provides a framework for grants of resdatock and stock appreciation rights
under the 2004 LTIP to eligible employees of thenpany and its Affiliates. The Plan also providestfe cancellation as of June 30, 2005, of
unexercised appreciation rights issued under tlseifasit Appreciation Incentive Rights Plan (as aredrahd restated effective January 1,
2004), and the grant of replacement stock appieniaights with respect to such cancelled rightss Intended that neither the restricted stock
nor the stock appreciation rights that are issustbuthe Plan shall constitute “deferred compeoséats determined under Section 409A of
Internal Revenue Code of 1986, as amended (“Codat) the Section 409A Guidance, and the Plan beadb interpreted.

ARTICLE 2
INCORPORATION BY REFERENCE OF PROVISIONS OF 2004 LTIP;
ADDITIONAL DEFINITIONS

2.1 IN GENERAL.The provisions of the 2004 LTIP are hereby incoaped by reference.

2.2 ADDITIONAL DEFINITIONS . The following additional definitions are includedthis Plan:
() “2004 LTIP” shall mean the Assurant, Inc. 2Q@hg-Term Incentive Plan.

(b) “Retirement” shall have the same meaning hastin the Company’s Employees Uniform Retireméa Br any comparable
plan that replaces such plan, as such plan maynkaded from time to time, provided that, if sucarpshall be terminated and not
replaced by another comparable plan, then Retirestall mean a Participant’s termination of empleytwith the Company or an
Affiliate after attaining any normal or early r&inent age specified in any pension, profit shapingther retirement program sponsored
by the Company, or, in the event of the inapplitighihereof with respect to the individual in gties, as determined by the Committee
in its reasonable judgment.




(c) “Section 409A Guidance” shall mean any offigigkrpretation of or guidance respecting Sectido®Ad whether in the form of
Section 409A, proposed, temporary or final Treafegulations, notices, revenue rulings, revenuegatores, private letter rulings,
preambles or other formal or informal guidance frtva Internal Revenue Service, the Treasury Demantior representatives thereof, or
administrative or court decisions or other matetak the Company, in its discretion deems relevant

ARTICLE 3
TERM OF PLAN

3.1 EFFECTIVE DATE The Assurant Long Term Incentive Plan was adoptethe Compensation Committee of the Board on|&yri
2005 and amended and restated on November 9, 2@0&aauary 11, 2007.

3.2 TERMINATION OF PLAN. Because this Plan is a sub-plan under the 200R,Lltfie Plan shall continue until the expiratiorttod
2004 LTIP, unless this Plan is earlier terminatgdhe Compensation Committee of the Board. If tle s terminated, such termination shall
not affect the validity of any Award outstanding the date of termination

ARTICLE 4
FRAMEWORK FOR GRANTING RESTRICTED STOCK
AWARDS AND STOCK APPRECIATION RIGHTS

4.1 DIVISION OF AWARDS BETWEEN RESTRICTED STOCK ANBTOCK APPRECIATION RIGHTSAwards under this Plan,
other than under Article 6, shall be determinedhgyCommittee with respect to a nominal target amthat is a percentage of each
Participant’s base compensation. The actual tangetunt for each Participant may be 75% to 125%@hominal target amount, as
determined by the Committee based upon such erigerit deems relevant. It is generally intendedl tie value of an Award will consist
(i) twenty-five percent (25%) of a Restricted Stdokard, based on Fair Market Value of Company Staslof the grant date of such Award;
and (ii) seventy-five percent (75%) of Stock Appagion Rights with respect to Company Stock, bamed Black-Scholes or other option
valuation methodology adopted by the Committee ftione to time as of the grant date of such Awanlyéver, the relative proportion of
Awards between Restricted Stock and Stock ApprieciRights may be varied from Participant to Pgvtat.

4.2. GRANT OF RESTRICTED STOCK AWARD®Restricted Stock Awards that are granted underRlzia shall be governed by the
2004 LTIP, and in particular Article 10 of the 200%IP. The terms and conditions of Restricted Stawkards under this Plan shall be
determined by the Committee at the time of the tgphthe Award and shall be reflected in an Awaett@icate. It is generally intended that,
subject to a Participant’s continued employmertulgh the applicable vesting date, Restricted Staglrds under this Plan shall vest aihérd
on the first anniversary of the date the Award gated, one-third on the second anniversary ofittie the Award was granted, and the
remainder on the third anniversary of the dateftivard was granted. Notwithstanding the foregoimga (Participant shall become fully vested
in all of his Restricted Stock Awards upon a Chaimg€ontrol, and (ii) if a Participant becomes ikl or dies, then as of the date of such
event the Participant shall vest pro rata in easlal based on a fraction, the numerator of whigdhésnumber of completed calendar months
from the date of grant to the date of the PartiafjsaDisability, or death, and the denominator dfieth is thirty-six (36). For computing
purposes, fractional Shares shall be rounded toeheest whole

-2-



Share. In connection with the Retirement of a Eigdint, the Committee, or the Chief Executive @fiwith regard to non-Section 16 officers,
may at any time, in its sole discretion, accelecat&aive, in whole or in part, the foregoing régtons, and in connection therewith may
impose such terms and conditions as it deems regessadvisable, including requiring that the Rgsant enter into a release of claims an
agreement containing restrictive covenants.

4.3 GRANT OF STOCK APPRECIATION RIGHTSStock Appreciation Rights that are granted urhisrPlan shall be governed by the
2004 LTIP, and in particular Article 8 of the 200%IP. The terms and conditions of Stock AppreciatiRights under this Plan shall be
determined by the Committee at the time of the tgodthe Award and shall be reflected in an Awaett@icate. It is generally intended that
each Stock Appreciation Rights Award shall, subject Participant’s continued employment throughdbplicable vesting date, vest on the
third anniversary of the grant date. Notwithstagdime foregoing, (i) a Participant shall becoméyfuksted in all of the granted Stock
Appreciation Rights upon a Change in Control, @ndf(@a Participant becomes Disabled or dies, therof the date of such event the Partici
shall vest pro rata in each Award based on a racthe numerator of which is the number of conguetalendar months from the date of grant
to the date of the Participant’s Disability, or tteand the denominator of which is thirty-six (3Bpr computing purposes, fractional Shares
shall be rounded to the nearest whole Share. Inazion with the Retirement of a Participant, tfernittee, or the Chief Executive officer
with regard to non-Section 16 officers, may at aime, in its sole discretion, accelerate or waimeyhole or in part, the foregoing restrictions,
and in connection therewith may impose such temmascanditions as it deems necessary or advisatikiding requiring that the Participant
enter into a release of claims and an agreememdiodmg restrictive covenants.

ARTICLE 5
VESTING AND EXERCISE OF STOCK APPRECIATION RIGHTS

5.1. DISCRETIONARY EXERCISE OF STOCK APPRECIATIONGHTS. Subject to any applicable securities law restrietio
blackout periods that otherwise might be imposeti @@ction 5.2 hereof , a Participant may exeraigevasted Stock Appreciation Right as of
any business day.

5.2 MANDATORY EXERCISE OF STOCK APPRECIATION RIGHT&ny unexercised Stock Appreciation Rights that hbeeome
vested shall be automatically exercised, withoet®#bn by the Participant, on the earliest oft{g fifth anniversary of the date the Award was
granted; (ii) the second anniversary of the datinefParticipant’s termination of employment bys@aof Disability, or death, or (iii) ninety
(90) days following the Participant’s terminatiohemployment with the Company and its Affiliates feasons other than Participant’s
Retirement, Disability or death.

5.3 RIGHT TO PAYMENT. Upon the exercise of a Stock Appreciation Rigjte, Participant to whom it is granted has the rtghteceiv:
the excess, if any, of:

(i) The Fair Market Value of one Share on the aditexercise, minus
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(ii) The grant price of the Stock Appreciation Rigls determined by the Committee, which shall molelss than the Fair Market
Value of one Share on the Grant Date.

Upon exercise, the value of all Appreciation InoemRights shall be paid as described in Sectidn 5.

5.4 FORM OF PAYMENT OF STOCK APPRECIATION RIGHTSubject to Section 14 of the Plan, the aggregdteevdetermined
under Section 5.3, shall be paid solely in Shaf€sompany Stock; provided, however, that partiei®s shall be paid in cash unless it is
determined that this could negate the Company&nintith respect to the tax and accounting treatroktihe Plan. Subject to the preceding
sentence, the number of Shares to be deliveretitshdetermined by dividing the aggregate valuemeined under Section 5.3 by the Fair
Market Value of one Share on the date of exercigepf any taxes required to be withheld by the Gany with respect to such Award.

ARTICLE 6
CANCELLATION OF CERTAIN APPRECIATION RIGHTS AND GRA NT OF
REPLACEMENT RIGHTS AS OF JUNE 30, 2005

6.1 CANCELLATION OF ASSURANT, INC. APPRECIATION INENTIVE RIGHTS AND BUSINESS UNIT APPRECIATION
INCENTIVE RIGHTS.Effective as of 12:01 am on June 30, 2005, all A=st) Inc. Appreciation Incentive Rights and allsBwess Unit
Appreciation Incentive Rights, whether or not vdstbat (i) were issued under the Assurant ApptiEgidncentive Rights Plan, as amended
and restated effective January 1, 2004 (the “AAI&B; and (ii) have not been exercised by midnightJune 29, 2005, shall be cancelled.

6.2 GRANT OF REPLACEMENT RIGHTS WITH RESPECT TO CEELLED ASSURANT, INC. APPRECIATION INCENTIVE
RIGHTS. Immediately following the cancellation of Assuramc. Appreciation Incentive Rights describedSiection 6.1, there shall be
granted under this Plan to each Participant witihii that were cancelled, whether or not vestedinaber of Stock Appreciation Rights with
respect to Company Stock (referred to herein apfd®®ement Rights”) that is equal to the numberasfoelled Assurant, Inc. Appreciation
Incentive Rights. Each Replacement Right thaténtged with respect to a cancelled vested Right bealested immediately; and each
Replacement Right that is granted with respectdarecelled non-vested Right shall become vestati@resting date for the corresponding
cancelled Right. Each Replacement Right shall becexercisable on the date the Replacement Riglinbes vested, and shall remain
exercisable for the remaining term of the corresiomy cancelled right described in Section 6.1.

6.3 GRANT OF REPLACEMENT RIGHTS WITH RESPECT TO CEELLED BUSINESS UNIT APPRECIATION INCENTIVE
RIGHTS. Immediately following the cancellation of Busisddnit Appreciation Incentive Rights described etfon 6.1, there shall be
granted under this Plan to each Participant witihRi that were cancelled, whether or not vestedinaber of Replacement Rights with respect
to Company Stock determined as follows:

(i) For all Business Unit Appreciation IncentivegRts that were granted in a given year, the Coremihall determine the ratio of
the strike price of the cancelled Business Unit iygfation Incentive Rights to the Fair Market Vabfesuch cancelled Rights, as most
recently determined by the Committee. For each &ephent Right issued under this Section 6.3, ttie o&the strike price to Fair
Market Value (as of the date of grant of the Regfaent Right) shall be the same as the ratio detedninder the preceding sentence.

-4-



(i) The Committee shall determine the aggregateag of the cancelled Business Unit Appreciatiarefriive Rights described in
clause (i).

(iii) The number of Replacement Rights to be issioeglach Participant under this Section 6.3 steatiétermined by dividing the
aggregate spread under clause (ii) by the indivigpieead of each Replacement Right, as determinddrwclause (i).

The Committee may establish a reasonable convens@hodology where the aggregate spread betweesirtke price of the cancelled
Business Unit Appreciation Incentive Rights to Har Market Value of such cancelled Rights is zaréess. Each Replacement Right that is
granted with respect to a cancelled vested Righit bk vested immediately; and each ReplacemertitRigt is granted with respect to a
cancelled non-vested Right shall become vesteti®nésting date for the corresponding cancellethtRiEach Replacement Right shall

become exercisable on the date the Replacement Bégbmes vested and shall remain exercisabl&éoremaining term of the corresponding
cancelled right described in Section 6.1.

AAAAAAAAAAAAAAAAAAAAA *%

The foregoing is hereby acknowledged as being thherded and Restated Assurant, Inc. Long-Term lheeRian as adopted by the
Compensation Committee of the Board on JanuargQQy.

By:

Lesley Silveste
Its: Executive Vice Presidel



Exhibit 10.31
RESTRICTED STOCK AGREEMENT
[20__] Award
Non-transferable
GRANT TO

(Name)
(“Grantee”)

by Assurant, Inc. (the “Company”) of
(Amount)

shares of its common stock, $0.01 par value (th&r'&s”)

pursuant to and subject to the provisions of theufant Long Term Incentive Plan (the “ALTIP"), ebsplan created under the Assurant, Inc.
2004 Long-Term Incentive Plan (the “Incentive Plamind to the terms and conditions set forth orfdlewing page (the “Terms and
Conditions”).

Unless sooner vested in accordance with the ALTI® Jncentive Plan, or Section 4 of the Terms aaddzions, the restrictions imposed
under Section 3 of the Terms and Conditions wifliexas to the following percentage of the Shavesrded hereunder, on the following
respective dates:

Date of Expiration

Percentage of Share of Restrictions
33.3% 1stAnniversary of Grant Date
33.3% 2 Anniversary of Grant Date
33.4% 3 Anniversary of Grant Date

IN WITNESS WHEREOF, Assurant, Inc., acting by ahobtigh its duly authorized officers, has causesl Agreement to be executed as
of the Grant Date.

ASSURANT, INC.

By:
[Authorized Officer]

Grant Date: [

Accepted by Grante:

(Name)



TERMS AND CONDITIONS

1. Grant of SharesAssurant, Inc. (the “Company”) hereby grantshe Grantee named on Page 1 (“Granteipject to the restrictions and
other terms and conditions set forth in the ALTtH& Incentive Plan, and in this award agreemerg {fkgreement”), the number of shares
indicated on Page 1 of the Company’s $0.01 pareveitmmon stock (the “Shares”).

2. Defined Terms Capitalized terms used herein and not otherwédimeld shall have the meanings assigned to suntsterthe ALTIP or the
Incentive Plan. Where a term is defined in bothAh&IP and the Incentive Plan, the definition t&in the ALTIP shall control.

3. Restrictions The Shares are subject to each of the follow&sgrictions. “Restricted Shares” mean those Shhegsare subject to the
restrictions imposed hereunder which restrictioasehnot then expired or terminated. Restricted &haray not be sold, transferred, exchar
assigned, pledged, hypothecated or otherwise energdbUpon termination of Grantee’s Continuousustas a Participant, Grantee shall
forfeit all of Grantee’s right, title and inter@atand to the Restricted Shares as of the datenpfayment termination (after giving effect to any
lapsed restrictions under Section 4), and suchriResst Shares shall revert to the Company immelgiddiowing the event of forfeiture. The
restrictions imposed under this Section shall applgll shares of the Company’s common stock oerosecurities issued with respect to
Restricted Shares hereunder in connection withnagnger, reorganization, consolidation, recapitélira stock dividend or other change in
corporate structure affecting the common stocthef@ompany.

4. Expiration and Termination of RestrictionEhe restrictions imposed under Section 3 williexpn the earliest to occur of the following (the
period prior to such expiration being referred ¢éodin as the “Restricted Period”):

(a) As to the percentages of the Shares specifigthge 1, on the respective dates specified on bage

(b) As to all of the Restricted Shares, upon a @easf Control; or

(c) As to a number of the Restricted Shares, uperdate of Grantee’s death, or Disability, deteediby (i) multiplying the aggregate
number of Shares originally subject to this Agreetras specified on page 1 by a fraction, the nutoedd which is the number of completed
calendar months from the grant date to the da@&rahtee’s death, or Disability, and the denominafawhich is thirty-six (36), and
(ii) subtracting from such amount that number ofi®ils which otherwise have become vested prioreaéte of Grantee’s death, or Disability.
For computing purposes, fractional shares shalbbaded to the nearest whole Share.

In connection with the Retirement of a Participdiné Compensation Committee, or the Chief Execuiffieer with regard to non-
Section 16 officers, may at any time, in its sdkerktion, accelerate or waive, in whole or in ptré foregoing restrictions, and in connection
therewith may impose such terms and conditions @sems necessary or advisable, including requthingthe Participant enter into a release
of claims and an agreement containing restrictorenants.

5. Delivery of SharesThe Shares will be registered in the name of @eaas of the Grant Date, will be issued in cediftd or uncertificated
form, and may be held by the Company during thdriRésd Period. If a certificate for Restricted &wis issued, such certificate shall be
registered in the name of Grantee and shall bésgeand in substantially the following form (in atidh to any legend required under applicable
state securities laws):

“This certificate and the shares of stock represthiereby are subject to the terms and conditioofufling forfeiture and restrictions against
transfer) contained in a Restricted Stock Agreerbetween the registered owner of the shares raptegbbereby and Assurant, Inc. Release
from such terms and conditions shall be made anbccordance with the provisions of such Agreenmayies of which are on file in the
offices of Assurant, Inc.”

Stock certificates for the Shares, without the @&ilegend, shall be delivered to Grantee or Grastéesignee upon request after the expiration
of the Restricted Period. If the Shares are issuedicertificated form, during the Restricted Pdribe Company shall instruct the transfer a
not to permit the transfer of the Restricted Shares the expiration of the Restricted Period.

6. Voting and Dividend RightsGrantee, as beneficial owner of the Shares, blaat full voting and dividend rights with respazthe Shares
during and after the Restricted Period. If Grariteteits any rights he may have under this Agreeneaccordance with Section 3, Grantee
shall no longer have any rights as a shareholdir n@spect to the Restricted Shares or any intérestin, and Grantee shall no longer be
entitled to receive dividends on such stock. Inghent that for any reason Grantee shall havevedalividends upon such stock after such
forfeiture, Grantee shall repay to the Companyampunt equal to such dividends.

7. Changes in Capital Structur&he provisions of the ALTIP and the IncentiverP&huall apply in the case of a change in the chgitacture

of the Company. Without limiting the foregoing,thre event of a subdivision of the outstanding Comi8tock (stock-split), a declaration of a
dividend payable in Common Stock, or a combinatipnonsolidation of the outstanding Common Stotk anlesser number of shares, the
Shares then subject to this Agreement shall auioaligtbe adjusted proportionately.

8. No Right of Continued ServicéNothing in this Agreement shall confer upon Geanany right to continue in the service of the Canypor
any Affiliate.




9. Payment of Taxes

(a) Upon issuance of the Shares hereunder, Graragenake an election to be taxed upon such awatdriBection 83(b) of the Code.
To effect such election, Grantee must file an appate election with Internal Revenue Service witthiirty (30) days after award of the Shares
and otherwise in accordance with applicable TrgaRagulations.

(b) In accordance with such procedures as the Caeergstablishes, at such time that any amourterkta the Shares becomes includable in
Grantee’s gross income for tax purposes (the “t&’)l, the Company will withhold a number of Shares hadrgair Market Value on the de

of withholding equal to the minimum amount requitgdlaw to be withheld with respect to federaltestand local taxes of any kind (including
Grantee’s FICA obligation). Alternatively, if Grag provides prior written notice to the Companyai@ee may, no later than the tax date, pay
to the Company such amounts required by law toiltheld or make other arrangements satisfactotiigdCommittee regarding the payment
of such amounts. Such written notice shall be tiebto the Secretary of the Company or his or lesighee at the address and in the form
specified by the Secretary from time to time, aste30 days prior to the tax date, unless otherdasermined by the Company in its sole
discretion. The obligations of the Company undes Agreement will be conditional on such withholglior other payment or arrangements,
and the Company, and, where applicable, its Afékawill, to the extent permitted by law, have tight to deduct any such taxes from any
payment of any kind otherwise due to Grantee.

10. Plan Controls The terms contained in the ALTIP and the IncenfNan are incorporated into and made a part sfAgreement, and this
Agreement shall be governed by and construed iardaace with the ALTIP and the Incentive Plan.He évent of any actual or alleged
conflict between the provisions of the ALTIP or tineentive Plan and the provisions of this Agreemte provisions of the ALTIP and the
Incentive Plan shall be controlling and determiveati

11. SuccessorsThis Agreement shall be binding upon any sucaesfsthe Company, in accordance with the termsif Agreement, the
ALTIP, and the Incentive Plan.

12. Severability If any one or more of the provisions containethis Agreement are invalid, illegal or unenfordealhe other provisions of
this Agreement will be construed and enforced #sdifinvalid, illegal or unenforceable provisiordh@ever been included.

13. Notice. Notices and communications under this Agreemargtre in writing and either personally deliveredgent by registered or
certified United States mail, return receipt reqeespostage prepaid. Notices to the Company mauaddressed to:

Assurant, Inc.

One Chase Manhattan Plaza,s4door
New York, New York 1000!
Attn: Secretary

or any other address designated by the Companyviitten notice to Grantee. Notices to Grantee balldirected to the address of Grantee
currently on file with the Company, or at any othddress given by Grantee in a written notice éoGbmpany.



Exhibit 10.33
STOCK APPRECIATION RIGHTS AGREEMENT

[20__] Award

Non-transferable
GRANT TO

(Name)
(“Grantee”)

by Assurant, Inc. (the “Company”) of
Stock Appreciation Rights with respect to

(Amount)
shares of its common stock, $0.01 par value (t#HR'S)
having a base value of $  per share (the “Base Value”)

pursuant to and subject to the provisions of theufant Long Term Incentive Plan (the “ALTIP"), ebsplan created under the Assurant, Inc.
2004 Long-Term Incentive Plan (the “Incentive Plamind to the terms and conditions set forth orfdlewing page (the “Terms and
Conditions”).

Unless vesting is accelerated in accordance withAgreement, the ALTIP, or the Incentive Planirothe discretion of the Committee,
the SARs will vest and be exercisable on the tairdiversary of the Grant Date, provided that Graigeactively employed by the Company as
of such date.

IN WITNESS WHEREOF, Assurant, Inc., acting by ahtbtgh its duly authorized officers, has causesl igreement to be executed as
of the Grant Date.

ASSURANT, INC.

By:
[Authorized Officer]

Grant Date: [

Accepted by Grante:

«name»



TERMS AND CONDITIONS

1. Grant of SARs Assurant, Inc. (the “Company”) hereby grantshi® Grantee named on page 1 (“Grantee”), under tHdFAand the
Incentive Plan, and on the terms and conditiongostt in this agreement (this “Agreement”), st@ppreciation rights with respect to the
number of shares indicated on page 1 of the Conip@gmmon Stock, at the Base Value per share sttt ém page 1 (the “SARS”).

2. Defined Terms Capitalized terms used herein and not otherwédimeld shall have the meanings assigned to sunistierthe ALTIP
or the Incentive Plan. Where a term is definedathlthe ALTIP and the Incentive Plan, the defimitibat is in the ALTIP shall control.

3. Base Value and BenefiThe Base Value of each SAR is equal to the Fairkigt Value of a share of Common Stock on the Geaté
Each SAR entitles Grantee to receive from the Campgoon the exercise of the SAR that number ofeshaf the Company’s Common Stock
(the “Shares”) having a Fair Market Value, as & tlate of such exercise, equal to the excessyjfadr{a) the Fair Market Value of one share
of Common Stock on the date of exercise, minush®Base Value per Share of the SAR. For purpadsesroputing the number of Shares that
Grantee has a right to acquire by exercise of tB&ges, fractional Shares shall be rounded to tlzeast whole Share.

4. Vesting of SARs The SARs shall vest (become exercisable) in aegare with the schedule on page 1 of this Agreement
Notwithstanding the vesting schedule, all of theRSAhall become earlier vested and exercisable afggimange of Control. In addition, up
Grantee’s death, or Disability, the SARs shall y#strata based upon a fraction, the numeratorhiéinis the number of completed calendar
months (to a maximum of 36 months) from the gratédto the date of Grantee’s death, or Disabiihd the denominator of which is thirty-
six (36). For computing purposes, fractional shatedl be rounded to the nearest whole Share.

In connection with the Retirement of a Participané Compensation Committee, or the Chief Execudffieer with regard to non-
Section 16 officers, may at any time, in its sakerktion, accelerate or waive, in whole or in ptré foregoing restrictions, and in connection
therewith may impose such terms and conditions @sems necessary or advisable, including requthiagthe Participant enter into a release
of claims and an agreement containing restrictoxgeoants.

5. Term of and Exercise of SAR3he term of the SARs is a period of five yearpieng at 5:00 p.m., Eastern Time, on the fifth
anniversary of the Grant Date (the “Expiration Dat&éhe SARs shall be exercised by written noticected to the Secretary of the Company
or his or her designee at the address and in the $pecified by the Secretary from time to timethg person exercising a SAR is not Grantee,
such person shall also deliver with the noticexafreise appropriate proof of his or her right terise the SAR. To the extent not previously
exercised, vested SARs shall be automatically ésenldand shall thereupon expire) on the earlie@) the Expiration Date, (ii) the second
anniversary of the date of Grantee’s terminatiorraployment for reason of Disability or death, io) Qinety (90) days following Grantee’s
termination of employment with the Company andiitliates for reasons other than Grantee’s Retieam Disability, or death.

6. Beneficiary DesignationGrantee may, in the manner determined by thedalsignate a beneficiary to exercise the righGrantee
hereunder and to receive any distribution with eespo the SARs upon Grantee’s death. A beneficlagal guardian, legal representative, or
other person claiming any rights hereunder is sutigeall terms and conditions of this Agreemehn¢, ALTIP, and the Incentive Plan, and to
any additional restrictions deemed necessary aogpiate by the Committee. If no beneficiary hasrbdesignated or survives Grantee, the
SARs may be exercised by the legal representatiGrantee’s estate, and payment shall be madedot&s’s estate. Subject to the foregoing,
a beneficiary designation may be changed or revbke@rantee at any time provided the change oraaian is filed with the Company.

7. Changes in Capital Structur&he adjustment provisions of the ALTIP and theelmtive Plan shall apply in the case of a changkdn
capital structure of the Company.

8. Limitation of Rights The SARs do not confer to Grantee or Granteaefigiary designated pursuant to Section 6 anytsigha
shareholder of the Company unless and until Skeees fact issued to such person in connectioh thié exercise of the SARs. Nothing in
Agreement shall confer upon Grantee any right tdtinae in the service of the Company or any Affdia

9. Payment of Taxesln accordance with such procedures as the Coeemit$tablishes, at such time that any amount defatthe SARs
becomes includable in Grantee’s gross income foptaposes (the “tax date”), the Company will witkha number of Shares having a Fair
Market Value on the date of withholding equal te thinimum amount required by law to be withheldwispect to federal, state and local
taxes of any kind (including Grantee’s FICA obliga). Alternatively, if Grantee provides prior wah notice to the Company, Grantee may,
no later than the tax date, pay to the Company aotbunts required by law to be withheld or makep#rrangements satisfactory to the
Committee regarding the payment of such amountsh 8uitten notice shall be directed to the Secyetduithe Company or his or her designee
at the address and in the form specified by theeSary from time to time, at least 30 days priothe tax date, unless otherwise determined by
the Company in its sole discretion. The obligatiohthe Company under this Agreement will be candgl on such withholding or other
payment or arrangements, and the Company, andevapglicable, its Affiliates will, to the extentnogitted by law, have the right to deduct
any such taxes from any payment of any kind otherwiue to Grantee.

10. Restrictions on Transfer and Pleddée SARs may not be pledged, encumbered, or hgpated to or in favor of any party other
than the Company or an Affiliate, nor shall theysliject to any lien, obligation, or liability ofr@ntee to any other party other than the
Company or an Affiliate. The SARs are not assigeabltransferable by Grantee other than by witherlaws of descent and distribution. The
SARs may be exercised during the lifetime of Graraely by Grantee.




11. Restrictions on Issuance of Sharbsat any time the Committee shall determineténdiscretion, that registration, listing or
qualification of the Shares covered by the SARswgiy Exchange or under any foreign, federal, calltaw or practice, or the consent or
approval of any governmental regulatory body, isessary or desirable as a condition to the exedfidee SARs, the SARs may not be
exercised in whole or in part unless and until swghistration, listing, qualification, consent @paoval shall have been effected or obtained
free of any conditions not acceptable to the Cortemit

12. Plan Controls The terms contained in the ALTIP and the IncenfNan are incorporated into and made a part sfAreement, and
this Agreement shall be governed by and constmiegd¢ordance with the ALTIP and the Incentive Plarihe event of any actual or alleged
conflict between the provisions of the ALTIP or fineentive Plan and the provisions of this Agreetntire provisions of the ALTIP and the
Incentive Plan shall be controlling and determiveati

13. SuccessorsThis Agreement shall be binding upon any sucaesfsthe Company, in accordance with the term$iif Agreement, th
ALTIP, and the Incentive Plan.

14. Severability If any one or more of the provisions containethis Agreement is invalid, illegal or unenforcembthe other provisions
of this Agreement will be construed and enforced & invalid, illegal or unenforceable provisibad never been included.

15. Notice. Notices and communications under this Agreemargtre in writing and either personally deliveredgent by registered or
certified United States mail, return receipt reqee@spostage prepaid. Notices to the Company neuatidressed to:

Assurant, Inc.

One Chase Manhattan Plaza,s4door
New York, New York 10005
Attn: Secretary

or any other address designated by the Companyviitten notice to Grantee. Notices to Grantee baldirected to the address of Grantee
currently on file with the Company, or at any othddress given by Grantee in a written notice éoGbmpany.



Exhibit 10.42
AMENDMENT NO. 2

AMENDMENT NO. 2 dated as of April 17, 2006 betwe®B8SURANT, INC. (d/b/a Assurant Group), the Lendexecuting this
Amendment No. 2 on the signature pages heretoRMIDRGAN CHASE BANK, N.A,, in its capacity as Admatiative Agent under the
Credit Agreement referred to below.

Assurant, Inc., the lenders party thereto (inclgdime Lenders executing this Amendment No. 2 orsifpeature pages hereto) and
JPMorgan Chase Bank, N.A., as Administrative Agarg,parties to a First Amended and Restated CAegléement dated as of April 29, 2C
(as amended by Amendment No. 1 dated as of AugugaD5 and as modified and supplemented and éctefifom time to time, the Credit
Agreement”), providing, subject to the terms and condititinsreof, for extensions of credit to be made by anders to the Borrower in an
aggregate principal amount not exceeding $500,000(8ubject to any increases effected pursuanettich 2.9of the Credit Agreement).

The Borrower and the Lenders party hereto wish tmamend the Credit Agreement in certain respecis,accordingly, the parti
hereto hereby agree as follows:

Section 1. Definitions Except as otherwise defined in this AmendmentXNaerms defined in the Credit Agreement are tnszdin
as defined therein.

Section 2. AmendmentsSubject to the satisfaction of the conditionscpdent specified in Section 4 below, but effectiseof the

date hereof, the Credit Agreement shall be ameadddllows:
2.01. References GenerallReferences in the Credit Agreement (includingnmefices to the Credit Agreement as amended hereby

to “this Agreement” (and indirect references suslireereunder”, “hereby”, “herein” and “hereof”) $hiae deemed to be references to the
Credit Agreement as amended hereby.

2.02. Definitions Section 1.1of the Credit Agreement shall be amended by adtifiadgollowing new definitions (to the extent not
already included in said Section }.&and inserting the same in the appropriate alpiiedidocations and amending the following defioits (to
the extent already included in said Section)td read in their entirety as follows:

“ Consolidated Total Debt” means, in respect of the Borrower and its Subsiels on a consolidated basis, as at any date of
determination, the aggregate stated balance shemtrd of all Indebtedness, determined on a corat@dibasis in accordance with
GAAP, butexcluding(i) Indebtedness constituting letters of credities$ for insurance regulatory purposes and for
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which adequate insurance reserves or other appteggiovisions consistent with Borrower’s past pcachave been made therefor and
(i) Non-Recourse Indebtedness.

“ Indebtedness’ as applied to any Person, means (i) all indebgedrior borrowed money, (i) that portion of obtigas with
respect to Capital Leases that is properly classidis a liability on a balance sheet in conformith GAAP, (iii) notes payable and dra
accepted representing extensions of credit whetheot representing obligations for borrowed mor{ay,any obligation owed for all or
any part of the deferred purchase price of propariservices (excluding any such obligations inedrunder ERISA), which purchase
price is (a) due more than six months from the défacurrence of the obligation in respect thereofb) evidenced by a note or similar
written instrument, (v) all indebtedness secure@iny Lien on any property or asset owned or helthby Person regardless of whether
the indebtedness secured thereby shall have beemad by that Person or is nonrecourse to thetaéthat Person, (vi) the face amo
of any letter of credit issued for the accounthattPerson or as to which that Person is otherigibke for reimbursement of drawings;
(vii) the direct or indirect guaranty, endorsem@herwise than for collection or deposit in thdinary course of business), co-making,
discounting with recourse or sale with recoursesigh Person of the obligation of another of thetgpscribed in clauses (i) through
(vi) above and clauses (x) and (xi) below; (viilyaobligation of such Person the primary purposmtant of which is to provide
assurance to an obligee that the obligation obtilggor thereof will be paid or discharged, or agyreement relating thereto will be
complied with, or the holders thereof will be prdtl (in whole or in part) against loss in respbeteof (other than customary and
reasonable, unmatured and unpaid indemnity obtigatwith respect to the Contractual ObligationthefBorrower or a wholly-owned
Subsidiary); (ix) any liability of such Person fam obligation of another through any agreementt{egant or otherwise) (a) to purchase,
repurchase or otherwise acquire such obligaticangrsecurity therefor, or to provide funds for ga/ment or discharge of such
obligation (whether in the form of loans, advanstsck purchases, capital contributions or othezwis (b) to maintain the solvency or
any balance sheet item, level of income or findraadition of another if, in the case of any agneat described under subclause (a) or
(b) of this clause (ix), the primary purpose oeimtthereof is as described in clause (viii) abgxpall obligations of such Person in
respect of any Interest Rate Agreement and Curr@gegement; and (xi) all obligations of such Persorespect of any Hybrid
Securities and Disqualified Capital Stock, provideat, in the case of this clause (x9nly the amount of those obligations that exceed
15% of Consolidated Capitalization at the time efiedmination shall be included as Indebtednesswvittigtanding the foregoing, and for
the avoidance of doubt, “Indebtedneskall not include (a) any liability for collateraéld by the Borrower and/or its Subsidiaries raig
to securities lending transactions and (b) any cament or other undertaking of such Person to gleviunds for the purchase or
acquisition of any investment, including, withoumitation, commitments in the nature of capital€alr capital contributions for private
equity funds or similar investments.
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“ Non-Recourse Indebtednessmeans Indebtedness of a Subsidiary in connegtitimthe consolidation of such Subsidiary as a
“Variable Interest Entity” under Financial Accoumgi Standards Boards Interpretation No. 46R (orsutgessor interpretations or
amendments thereto and as affected by any subgaglerant pronouncements of the FASB or, if, anthe extent applicable, the
Securities and Exchange Commissian), provitthed (i) the satisfaction of such Indebtednessrn#éd to the real property of such
Subsidiary (except for customary exceptions fondramisapplication of funds and environmental ind@i@s) and (ii) the amount of all
such Indebtedness that is deemed to constituteRémourse Indebtedness shall be limited to the extressary to ensure that the
aggregate outstanding amount of Non-Recourse ladabss of all such Subsidiaries does not at arg/éxeeed 15% of Consolidated
Adjusted Net Worth.

2.03. Liens Section 6.1f the Credit Agreement is hereby amended to neats ientirety as follows:

“ 6.1 Liens.

The Borrower shall not, and shall not permit anyt®Subsidiaries to, directly or indirectly, creaincur, assume or permit to exist
any Lien on or with respect to any property or ae$any kind of the Borrower, whether now ownechereafter acquired, or any income
or profits therefrom, except:

(i) Liens existing on the Effective Date securingiébtedness in an aggregate principal amount rexdeed $20,000,000;
(ii) Liens imposed by law for Taxes that are natnggjuired to be paid pursuant to Section;5.5

(iii) statutory Liens of landlords, banks (and tiglof set-off), of carriers, warehousemen, meclgamépairmen, workmen and material
men, and other Liens imposed by law, in each caaglied in the ordinary course of business for amsunot yet overdue or for amounts
that are overdue and that (in the case of any amabunts overdue for a period in excess of five fays being contested in good faith by
appropriate proceedings, so long as such resenaher appropriate provisions, if any, as shaltdmguired by GAAP shall have been
made for any such contested amounts;

(iv) deposits made in the ordinary course of bussria connection with workers’ compensation, un@yplent insurance and other
types of social security, or to secure the perforceeaof tenders, statutory obligations, surety gmkal bonds, bids, leases, government
contracts, performance and return-of-money bondg)dRrance Agreements, Retrocession Agreementsthadsimilar obligations
(exclusive of obligations for the payment of boremiymoney) incurred in the ordinary course of bussne
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(v) Liens on pledges or deposits of cash or séeanhade by any Insurance Subsidiary as a condiiobtaining or maintaining any
licenses issued to it by any Applicable Insuraneguatory Authority;

(vi) easements, rights-of-way, restrictions, enchmaents, and other minor defects or irregularitietitle to real property, in each case
which do not and will not, individually or in theggregate, interfere in any material respect withibe or value thereof;

(vii) any interest or title of a lessor or sublassnder any operating or true lease of real estatered into by the Borrower or one of
Subsidiaries in the ordinary course of its busireaering only the assets so leased,;

(viii) Liens created pursuant to Capital Leasesl(iding any Capital Lease entered into in connectitth the Missouri Sale/leaseback
Transaction); providethat (a) such Liens are only in respect of the prigpor assets subject to, and secure only, supitaCaeases and
(b) the sum of (1) the aggregate amount of Indet#ssl secured by such Liens and (2) the aggregatersrof Indebtedness secured by
Liens permitted by clause (iX)elow does not exceed $75,000,000 at any timdandsng;

(ix) purchase money Liens in real property, improeats thereto or equipment hereafter acquiredr{dhe case of improvements,
constructed) by the Borrower or one of its Subsidg providedhat (a) the sum of (1) the aggregate amount afbtetiness secured by
such Liens and (2) the aggregate amount of Indekssdsecured by Liens permitted by clause (@bpve does not exceed $75,000,000
at any time outstanding, (b) such Lien is incur@edj the Indebtedness secured thereby is creaiiih winety (90) days after such
acquisition (or construction), (c) the Indebtednessured thereby does not exceed 100% of the leksie cost or the fair market value
of such real property, improvements or equipmetth@time of such acquisition (or construction) édsuch Lien does not apply to any
other property or assets of the Borrower or anysabubsidiaries;

(x) Liens given to secure the obligations of aruhasce Subsidiary under Reinsurance Agreementspdesision Agreements and ot
similar obligations (other than obligations for {yment of borrowed money), incurred by such lasoe Subsidiary in the ordinary
course of business;

(xi) Liens securing judgments that do not constitah Event of Default under Section 7.8

(xii) Liens that are contractual rights of set-(]J relating to the establishment of depositorgtiehs with banks not given in
connection with the
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issuance of Indebtedness or (b) relating to podégbsit or sweep accounts of the Borrower or arits@ubsidiaries to permit
satisfaction of overdraft or similar obligationginred in the ordinary course of business of thed@®weer and its Subsidiaries;

(xiii) licenses of intellectual property grantedarmanner consistent with past practice;

(xiv) Liens on property or assets of any Persohlteaomes a Subsidiary after the Effective Datevigledthat such Liens are in
existence at the time such Person becomes a Sailysidid were not created in anticipation thereof;

(xv) other Liens securing obligations in an aggtegaincipal amount not to exceed 5% of Consolidatdjusted Net Worth at any
time outstanding;

(xvi) Liens on Cash or Cash Equivalents in an agages amount not to exceed $36,000,000 in favan@fnternal Revenue Service in
the matter specified in Schedule 6.4; and

(xvii) Liens securing Non-Recourse Indebtedness.

Notwithstanding any of the foregoing exceptiong, Borrower will not, and will not permit any of i&ubsidiaries to, create, incur,
assume or suffer to exist any Lien upon the Cafitatk of any of its Subsidiaries owned by the Baer or any such Subsidiary or upon
any Indebtedness owed to such Subsidiary by theoBer or any of its Subsidiaries.”

2.04. IndebtednessSection 6.2f the Credit Agreement is hereby amended to nedis ientirety as follows:

“ 6.2 Indebtedness.

(i) The Borrower shall not, and shall not permiy &ubsidiary to, directly or indirectly, createcim, assume or guaranty, or
otherwise become or remain directly or indirecihple with respect to any Indebtedness other thath@ut duplication) (a) Indebtedness
payable after the scheduled Maturity Date, (b) AsstitCommercial Paper Debt, (c) Indebtedness seédyrdiens permitted by
Section 6.1(viii), (ix) , (xiv) or (xvii) , (d) Indebtedness owed to the Borrower or a Sidoyid(e) Indebtedness arising under letters of
credit issued for the account of the Borrower andfty Subsidiary, (f) Indebtedness of a Persontibabmes a Subsidiary, or is merged
into the Borrower or a Subsidiary, after the EffiextDate, providedhat (1) such Indebtedness is not incurred in grgtion thereof and
(2) the aggregate amount of such Indebtednessradesceed $100,000,000 at any time outstandindn¢gbtedness of the Borrower or
any Subsidiary arising under Interest Rate Agre¢sand Currency Agreements, provided that sucheaggats are entered into to hedge
bona fide business risks and not for speculationindebtedness arising under this Agreement gnd (i
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other Indebtedness having an aggregate principalatmot exceeding $100,000,000 at any time oulgitgn For purposes of
determining compliance with this clause (i), in theent that an item of proposed Indebtedness rnieetyiteria of more than one of the
categories above, the Borrower will be permittedlsssify the item of Indebtedness on the datésdiorrowing, incurrence, creation or
assumption, or later reclassify all or a portioritef item of Indebtedness, in any manner that cesmmlith this clause (i).

(i) The Borrower shall not permit the aggregatéstanding principal amount of all Indebtednesg®Subsidiaries to exceed
5% of Consolidated Adjusted Net Worth at any tipryvided that the following Indebtedness shall keweded in determining whether
Indebtedness of Subsidiaries exceeds 5% of CordetdAdjusted Net Worth: (a) Indebtedness desciibb&bction 6.2(i)(a), and in
Section 6.2(i)(c) through (i)(g), (b) Indebtedne§she type described in clause (vii), (viii) ox)iof the definition of Indebtedness
incurred by any Subsidiary with respect to the gdtions of one of its Subsidiaries and (c) Indetésd of the type described in clause
(viii) or (ix) of the definition of Indebtednessdarred in connection with insurance products offdrg Subsidiaries in the ordinary course
of business.”

2.05. Acquisitions; Certain InvestmentSection 6.3(iiof the Credit Agreement is hereby amended to nedtd ientirety as follows:

“(if) make any loan or advance (other than advarcedmissions in the ordinary course of businesrtother investment (other
than Investments in the ordinary course of busittestscomply with the Borrower’s investment guidel) in, any customer or related
venture of the Borrower or any Subsidiary, othanthny loan, advance or investment (a) in a customeenture that is engaged, and
continues to engage, in an Insurance Businesduosiaess reasonably related to an Insurance Bgsames(b) made in the ordinary
course of business and consistent with past peaofithe Borrower or such Subsidiary; provided thataggregate book value of such
loans, advances and other investments (and renéweaieof with the same customer or venture) (At on the Effective Date shall
not exceed $22,000,000, (B) made after the Effediiate shall not exceed $30,000,000 in the aggedgatiny Fiscal Year and (C) shall
not exceed $100,000,000 in the aggregate at amydinstanding.”

2.06._Conduct of BusinessSSection 6.6f the Credit Agreement is hereby amended to nedts ientirety as follows:

“ 6.7 Conduct of Business.

From and after the Effective Date, the Borrowedlstat, and shall not permit any of its Subsidiarie, engage to any
substantial extent (with respect to the Borrowet i Subsidiaries, taken as a whole) in any bsie conduct any activities other than
engaging in the business as now conducted by th@Ber and its Subsidiaries and businesses reagoreated thereto, and
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in the case of Insurance Subsidiaries, to engagalinthose lines of insurance business for whighihsurance Subsidiaries are licensed
by Applicable Insurance Regulatory Authority froimé to time. The Borrower shall solely be a holdaegnpany, and shall not enter into
Insurance Contracts, Reinsurance Agreements oo€&ssion Agreements.”

2.07. Default in Other AgreementSection 7.2f the Credit Agreement is hereby amended to reats ientirety as follows:

“ 7.2 Default in Other Agreements.

(i) Failure of the Borrower or any of its Subsidéasrto pay when due any principal of or interesboany other amount
payable in respect of one or more items of Indetgsd (other than Indebtedness referred to in $e€tit in excess in the aggregate of
$75,000,000 beyond the end of any grace periodigeedvtherefor, if any; or (ii) breach or default hwe Borrower or any of its
Subsidiaries with respect to any other materiathtef (a) one or more items of such Indebtednegb)cany loan agreement, mortgage,
indenture or other agreement relating to such ggwoif(Indebtedness, in each case beyond the eadlyajrace period provided therefor
any, if the effect of such breach or default isanise, or to permit the holder or holders of thdebtedness (or a trustee on behalf of such
holder or holders) to cause, that Indebtednessdorbe or be declared due and payable (or redeehmaldeto its stated maturity or the
stated maturity of any underlying obligation, as dase may be; or”

Section 3. Representations and WarrantiBise Borrower represents and warrants to the Lrsraled the Administrative Agent, as
itself and each of its subsidiaries, that (a) #resentations and warranties set forth in Sedtiofithe Credit Agreement, are true and comg
on the date hereof as if made on and as of thehdaof (or, if any such representation or warrasigxpressly stated to have been made a
specific date, such representation or warrantyl blealrue and correct as of such specific datej,eemif each reference in said Sectido 4this
Agreement” (or words of similar import) includedeeence to this Amendment No. 2 and (b) no Eveeffault or Potential Event of Default
has occurred and is continuing on the date hereof.

Section 4. Conditions Precederithe amendments set forth in Section 2 hereof bhabme effective, as of the date hereof, upon
receipt by the Administrative Agent of counterpartshis Amendment No. 2 executed by the Borrowet Benders party to the Credit
Agreement constituting the Requisite Lenders.

Section 5. MiscellaneousExcept as herein provided, the Credit Agreembkall semain unchanged and in full force and effébiis
Amendment No. 2 may be executed in any number whtesparts, all of which taken together shall cibutst one and the same amendatory
instrument and any of the parties hereto may erettis Amendment No. 2 by signing any such coumigrhis Amendment No. 2 shall be
governed by, and construed in accordance withiatlveof the State of New York.
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IN WITNESS WHEREOF, the parties hereto have catissdAmendment No. 2 to be duly executed and dedivas of the day ar
year first above writter

ASSURANT, INC. (d/b/a Assurant Grou

By:
Name: Miles B. Yakre
Title: Senior Vice Presidel
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LENDERS

JPMORGAN CHASE BANK, N.A.
individually and as Administrative Age

By:

Name
Title:

CITICORP NORTH AMERICA INC.

By:

Name
Title:

KEYBANK NATIONAL ASSOCIATION

By:

Name
Title:

SUNTRUST BANK

By:

Name
Title:

M&lI MARSHALL & ILSLEY BANK

By:

Name
Title:

By:

Name
Title:



U.S. BANK NATIONAL ASSOCIATION

By:

Name
Title:

WACHOVIA BANK, NATIONAL ASSOCIATION

By:

Name
Title:

CREDIT SUISSE FIRST BOSTO

By:

Name
Title:

LEHMAN BROTHERS BANK, FSB

By:

Name
Title:

MERRILL LYNCH BANK USA

By:

Name
Title:

MORGAN STANLEY BANK

By:
Name
Title:
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WILLIAM STREET COMMITMENT CORPORATION

(Recourse only to assets of William Street Commith
Corporation)

By:
Name
Title:

THE BANK OF NOVA SCOTIA

By:
Name
Title:

UMB BANK, N.A.

By:
Name
Title:

COMMERCE BANK, N.A.

By:
Name
Title:




Exhibit 10.43
AMENDMENT NO. 3

AMENDMENT NO. 3 dated as of February 2, 2007 betwASSURANT, INC. (d/b/a Assurant Group), the Lersdexecuting this
Amendment No. 3 on the signature pages hereto RMDRGAN CHASE BANK, N.A., in its capacity as Admatiative Agent under the
Credit Agreement referred to below.

Assurant, Inc., the lenders party thereto (inclgdime Lenders executing this Amendment No. 3 orsitpeature pages hereto) and
JPMorgan Chase Bank, N.A., as Administrative Agarg, parties to a First Amended and Restated CAggéement dated as of April 29, 2C
(as amended by Amendment No. 1 dated as of AugygdD5 and Amendment No. 2 dated as of April D&2and as modified and
supplemented and in effect from time to time, tt@&rédit Agreement”), providing, subject to the terms and condititinsreof, for extensions
of credit to be made by said lenders to the Borrawan aggregate principal amount not exceedir@d$®0,000 (subject to any increases
effected pursuant to Section 2x8the Credit Agreement).

The Borrower and the Lenders party hereto wish tmamend the Credit Agreement in certain respecis,accordingly, the parti
hereto hereby agree as follows:

Section 1. Definitions Except as otherwise defined in this Amendment3aerms defined in the Credit Agreement are tnszdin
as defined therein.

Section 2. AmendmentsSubject to the satisfaction of the conditionscpdent specified in Section 4 below, but effectiseof the
date hereof, the Credit Agreement shall be amendddllows:

2.01. References GenerallReferences in the Credit Agreement (includingnmefces to the Credit Agreement as amended hereby
to “this Agreement” (and indirect references susliteereunder”, “hereby”, “herein” and “hereof”) $hiae deemed to be references to the
Credit Agreement as amended hereby.

2.02. Definitions Section 1.1of the Credit Agreement shall be amended by amenrithie following definition in its entirety:

“ Consolidated Adjusted Net Worth” means, as at any date of determination, the su(a) ¢fie amounts that would, in accorda
with GAAP, be included on the consolidated balastoeet of the Borrower and its Subsidiaries as o slate as total stockholdeegjuity
(including all “preferred stock”ather than Disqualified Capital Stock and/or HylSBielcurities that are determined to be, or thatraegec
as, “preferred stock”)), but excluding (i) treasstgck and (ii) accumulated other comprehensiverite (AOCI), and (b) the amounts of
all obligations of the Borrower and its Subsidiarie respect of Disqualified Capital

Amendment No.3

-1-



Stock and/or Hybrid Securities to the extent, asuah date of determination, such obligations wangekxcluded from the definition of
“Indebtedness” by virtue of the proviso containealause (xi)of such definition.

Section 3. Representations and WarrantiBse Borrower represents and warrants to the Lrsnaled the Administrative Agent, as
itself and each of its Subsidiaries, that (a) #q@esentations and warranties set forth in Sedtiofithe Credit Agreement, are true and comj
on the date hereof as if made on and as of thehdaof (or, if any such representation or warrasigxpressly stated to have been made a
specific date, such representation or warrantyl blealrue and correct as of such specific datej,eemif each reference in said Sectido 4this
Agreement” (or words of similar import) includedeeence to this Amendment No. 3 and (b) no Evedeffault or Potential Event of Default
has occurred and is continuing on the date hereof.

Section 4. Conditions Precederithe amendments set forth in Section 2 hereof bhabme effective, as of the date hereof, upon
receipt by the Administrative Agent of counterpartshis Amendment No. 3 executed by the Borrowet Benders party to the Credit
Agreement constituting the Requisite Lenders.

Section 5. MiscellaneousExcept as herein provided, the Credit Agreembkall semain unchanged and in full force and effébiis
Amendment No. 3 may be executed in any number whtesparts, all of which taken together shall cibutst one and the same amendatory
instrument and any of the parties hereto may erettis Amendment No. 3 by signing any such coumigrhis Amendment No. 3 shall be
governed by, and construed in accordance withiativeof the State of New York.
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IN WITNESS WHEREOF, the parties hereto have catissdAmendment No. 3 to be duly executed and dedivas of the day ar
year first above writter

ASSURANT, INC. (d/b/a Assurant Grou

By:
Name Miles B. Yakre
Title: Senior Vice President & Treasul
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LENDERS

JPMORGAN CHASE BANK, N.A.
individually and as Administrative Age

By:

Name
Title:

CITICORP NORTH AMERICA INC.

By:

Name
Title:

KEYBANK NATIONAL ASSOCIATION

By:

Name
Title:

SUNTRUST BANK

By:

Name
Title:

M&lI MARSHALL & ILSLEY BANK

By:

Name
Title:

By:

Name
Title:



U.S. BANK NATIONAL ASSOCIATION

By:

Name
Title:

WACHOVIA BANK, NATIONAL ASSOCIATION

By:

Name
Title:

CREDIT SUISSE FIRST BOSTO

By:

Name
Title:

LEHMAN BROTHERS BANK, FSB

By:

Name
Title:

MERRILL LYNCH BANK USA

By:

Name
Title:

MORGAN STANLEY BANK

By:
Name
Title:
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WILLIAM STREET COMMITMENT CORPORATION

(Recourse only to assets of William Street Commith
Corporation)

By:
Name
Title:

THE BANK OF NOVA SCOTIA

By:
Name
Title:

UMB BANK, N.A.

By:
Name
Title:

COMMERCE BANK, N.A.

By:
Name
Title:




Assurant List of Subsidiaries

Subsidiary Name

ABI International

ABIG Holding de Espana, S.|

ALOC Holdings ULC

American Bankers Capital, In

American Bankers Dominicana S.

American Bankers General Agency, |
American Bankers Insurance Company of Flo
American Bankers Insurance Group, |
American Bankers International Division, |
American Bankers Life Assurance Company Of Flo
American Bankers Management Company,
American Bankers Sales Corporation, |
American Memorial Life Insurance Compa
American Reliable Insurance Compe
American Security Insurance Compe
Assurant Argentina Compania de Seguros SociedaaiAra
Assurant Danos Mexico, S.;

Assurant Deutschland Gmt

Assurant Group Limite:

Assurant Holding De Puerto Rico, Ir

Assurant Italia Agenzia di Assicurazioni s.
Assurant, Inc

Assurant Life of Canad

Assurant Reinsurance of Turks & Caicos, |
Assurant Seguradora S

Assurant Services Brasil Lt

Assurant Services Canada, |

Assurant Services Denmark A

Assurant Services Ireland, Li

Assurant Services ltalia s.r

Assurant Services of Puerto Rico, |

Assurant Servicios De Mexico, S.A. De C
Assurant Solutions Spain, S.

Assurant Vida Mexico, S.#

Bankers Atlantic Reinsurance Compz
Bankers Insurance Company Limit

Bankers Insurance Service Company, |
Bankers Life Assurance Company, L
Caribbean American Life Assurance Comp.
Caribbean American Property Insurance Comg
Consumer Assist Network Association, i
Core, Inc.

Dental Health Alliance, L.L.C

Denticare of Alabama, In

Disability Reinsurance Management Services,
Family Considerations, In

FamilySide, Inc

Exhibit 21.1

State or Country
of Organization

Cayman lIsland
Spain

Canade
Delaware

Dominican Republi

Texas
Florida
Florida
Puerto Ricc
Florida
Florida
Florida
South Dakot:
Arizona
Delaware
Argentina
Mexico
Germany
England
Puerto Ricc
Italy
Delaware
Canade
Turks & Caicos
Brazil
Brazil
Canade
Denmark
Ireland
Italy
Puerto Ricc
Mexico
Spain
Mexico
Turks & Caicos
England
England
England
Puerto Ricc
Puerto Ricc
Delaware
Massachuseti
Delaware
Alabama
Delaware
Georgia
Canade



Federal Warranty Service Corporati
Financial Exchange, In

Florida Office Corp

Gala, Inc.

GP Legacy Place, In

Guardian Investment Services, i
Guardian Travel, Inc

Insureco Agency & Insurance Services, |
Insureco, Inc

Insureco Services, In

Interfinancial Inc.

International Financial Group, In

JA Services, Inc

John Alden Financial Corporatic

John Alden Life Insurance Compa

John Alden Service Warranty Corporati
John Alden Service Warranty Corporation Of Flol
MS Diversified Corporatiol

MS Loan Center, Inc

National Insurance Agency, In

National Insurance Institute, LL

North Star Marketing Corporatic

NSM Sales Corporatio

Quail Roost Properties, In

Reliable Lloyds Insurance Compa
Roadgard Motor Club, In

Safeco Financial Institution Solutions, It
Service Delivery Advantage, LL

SSDC, Corp

Standard Guaranty Insurance Comp
Sureway, Inc

Time Insurance Compar

UDC Dental California, Inc

UDC Ohio, Inc.

Union Security DentalCare of Georgia, |
Union Security DentalCare of New Jersey, |
Union Security Insurance Compa

Union Security Life Insurance Company of New Y1
United Dental Care of Arizona, In
United Dental Care of Colorado Ir
United Dental Care of Michigan In
United Dental Care of Missouri, In
United Dental Care of New Mexico, Ir
United Dental Care of Texas, Ir

United Dental Care of Utah, In

United Family Life Insurance Compal
United Service Protection Corporati
United Service Protection, In

Voyager American Insurance Company, |
Voyager Group, Inc

Voyager Indemnity Insurance Compe

lllinois
Texas
Delaware
Alabama
Delaware
Florida
Florida
California
California
California
Georgia
Texas
Delaware
Delaware
Wisconsin
Delaware
Florida
Mississippi
Mississippi
Florida
Wisconsin
Ohio
Nevada
Florida
Texas
Florida
CA

Illinois
Delaware
Delaware
Delaware
Wisconsin
California
Ohio
Georgia
New Jerse)
lowa

New York
Arizona
Colorado
Michigan
Missouri
New Mexico
Texas
Utah
Georgia
Delaware
Florida
Turks & Caico:
Florida
Georgia



Voyager Property And Casualty Insurance Comg. South Caroling
Voyager Service Programs, Ir Florida
Voyager Service Warranties, Ir Florida



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&RM

We hereby consent to the incorporation by referémtke Registration Statement on Form S-8 (No-B83502) of Assurant, Inc. of our report
dated March 1, 2007 relating to the financial stegats, financial statement schedules, managemassessment of the effectiveness of inte
control over financial reporting and the effectiesa of internal control over financial reportindyieh appears in this Form 10-K.

PricewaterhouseCoopers LLP
New York, New York
March 1, 2007



Exhibit 24.1
ASSURANT, INC.
POWER OF ATTORNEY

The undersigned directors and officers of Assuraat, a Delaware corporation, hereby constitute @mpoint Robert B. Pollock, Philip Bruce
Camacho, John A. Sondej and, Katherine Greenzawlgeach of them, the individual’s true and lawfitbemeys-in-fact and agents, with full
power of substitution and resubstitution, for tleegon and in his or her name, place and steadhyimiad all capacities, to sign the Annual
Report on Form 10-K for the fiscal year ended Ddoen81, 2006, to be filed by Assurant, Inc., regdiby the Securities and Exchange Act of
1934, or any amendment to such report, and alkatbeuments in connection therewith to be filedwite Securities and Exchange
Commission, granting to said attorneys-in-fact agednts, and each of them full power and authooityat and perform each and every act and
thing requisite and necessary to be done in andtahe premises, as fully to all intents and puegsoas he or she might or could do in person,
hereby ratifying and confirming all that said atteys-infact as agents or any of them, or the substitmey, lawfully do or cause to be done
virtue hereof.

Name Title

/s/ Robert B. Pollocl President and Chief Executive Officer and Direl
Robert B. Pollocl (Principal Executive Officer)

/s/ Philip Bruce Camackt Executive Vice President and Chief Financial Offi
Philip Bruce Camach (Principal Financial Officer)

/s/ John A. Sonde Senior Vice President and Control

John A. Sonde (Principal Accounting Officer)

/s/ John Michael Paln Director

John Michael Palm



Assurant, Inc.
Power of Attorney
Page 2 of 2

/s/ Michel Baise

Michel Baise

/s/ Robert J. Blendo

Robert J. Blendo

/s/ Beth L. Bronne

Beth L. Bronnel

/s/ Howard L. Carve

Howard L. Carve

/s/ Juan N. Cento

Juan N. Cent

/s/ Allen R. Freedman

Allen R Freedmau

/s/ Charles J. Koch

Charles J. Kocl

/s/ H. Carroll Mackin

H. Carroll Mackin

/s/ Michele Coleman Mayes

Michele Coleman Maye

Director

Director

Director

Director

Director

Director

Director

Director

Director



Exhibit 31.1
CERTIFICATIONS

I, Robert B. Pollock, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Assurant, Inc.

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thegstgnt's internal control over financial reportithgait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s
internal control over financial reportin

/s/ Robert B. Pollocl

Robert B. Pollock
President and Chief Executive Offic

Date: March 1, 2007



Exhibit 31.2
CERTIFICATIONS

I, P. Bruce Camacho, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Assurant, Inc.

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thegstgnt's internal control over financial reportithgait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s
internal control over financial reportin

/s/ P. Bruce Camact

P. Bruce Camacho
Executive Vice President and Chief Financial Offi

Date: March 1, 2007



Exhibit 32.1
CERTIFICATION

Pursuant to 18 U.S.C. § 1350, |, Robert B. Poll@kief Executive Officer of Assurant, Inc. (the “@pany”), hereby certify that the
Company’s Annual Report on Form 10-K for the yeatler December 31, 2006 (the “Report”) fully compheith the requirements of
Section 13(a) or 15(d) of the Securities ExchangeoA 1934 and that the information contained im Report fairly presents, in all material
respects, the financial condition and results arapons of the Company.

/s/ Robert B. Pollocl
Robert B. Polloc}
Chief Executive Office

Date: March 1, 2007



Exhibit 32.2
CERTIFICATION

Pursuant to 18 U.S.C. § 1350, I, P. Bruce CamaCha&f Financial Officer of Assurant, Inc. (the “Cpany”), hereby certify that the
Company’s Annual Report on Form 10-K for the yeatler December 31, 2006 (the “Report”) fully compheith the requirements of
Section 13(a) or 15(d) of the Securities ExchangeoA 1934 and that the information contained im Report fairly presents, in all material
respects, the financial condition and results arapons of the Company.

/s/ P. Bruce Camact
P. Bruce Camach
Executive Vice President and Chief Financial Offi

Date: March 1, 2007



