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Financial Highl

Y‘ e 2011 2010 2009 2008

(LS. dollars in millions) 4 ‘

Total Revenue $8,508 $8,273 $8,528 $8,701 $8,601
Net Earned Premiums, Fees & Other 7,712 7,530 7,766 8,033 8,226
Net Investment Income AL 690 703 699 774
Net Operating Income!" 449 438 560 468 637
Stockholders’ Equity® 4,355 4,316 4,346 4,639 4,229

(1) Please see footnote 1 on page 4 of this report for more information on this non-GAAP financial measure and a reconciliation of net operating income to GAAP net income.

(2} Excluding accurnulated other comprehensive income (AQCH) /accumulated other comprehensive loss. Please see footnote 4 on page 4 of this report for a reconciliation of this
non-GAAP measure to its most comparable GAAP measure. 3

| 2012 Net Operating Income | 2012 Net Earned Premiums, Fees and
by Segment®: $539 million Other by Segment®: $7.7 billion
1%

56%

[ Assurant Solutions §@ Assurant Specialty Property 0 Assurant Health Assurant Employee Benefits
(3) Excludes Corporate and other, net realized gains on investments, amortization (4) includes net earned premiums and other considerations and fees and other
of deferred gains on disposal of businesses and interest expense. income of operating segments; excludes net investment income.

Book Value Per Diluted Share'® 2008 - 2012

Cash Flow Generation® 2008 - 2012
{in millions}
$819

§47.34
341.65 439 97

$520

$538
$510 o $35.88

,
L

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008
(5) Primarily represents gross dividends from subsidiaries, net of interest and (6) Excluding AOCI. Please see footnote 3 on page 4 for a reconciliation

ather corporate expenses paid. of this non-GAAP financial measure to its most comparable GAAP measure.



Assurant’s net earned premiums, fees and other income were
$7.7 billion in 2012, a twe percent increase from the previous
year. Net operating income! increased to $449.3 million
despite significant catastrophe losses. Operating return on
equity, excluding Accumulated Other Comprehensive Income
(AOCH® was 10.4 percent. Our book value per diluted
share, excluding AOCI®, was up 13.8 percent year-over-year
reflecting strong earnings and continued share repurchases.

Qur strong capital position, risk management expertise and
ability to generate free cash flow added to our solid financial
foundation. We returned $472 million to shareholders
through stock repurchases and common dividends. In fact,
we have increased our dividend for nine consecutive years -
every year since our initial public offering in 2004.

Qverall, we made great progress in 2012. Looking ahead, we
see many opportunities to grow profitability. In doing so, we
will search for ways to compete differently - a cornerstone
of our specialty strategy.

Consumer markets are changing quickly. Our profitable
growth strategy outlines both opportunities we will consider
as well as the ways we will approach new, attractive
markets. Five trends are driving our actions and investments
for the future:

Dramatic expansion of mobile devices in everything the
consumer does

» Shifts in consumer behavior toward rental versus ownership
of housing in the United States

+ Expectations of affordable access to health care insurance
that can be customized to meet consumers’ needs

» Small businesses offering more voluntary benefits so that
their employees can choose coverage best suited for their
circumstances

- Growth beyond the U.5. in an emerging consumer middle-
class, especially in Latin America.

We will build on our momentum of 2012 and strive to achieve
steady improvements in all of our Assurant businesses in the
year to come.

ADAPTING TO AN EVOLVING LANDSCAPE

During 2012, regulators and policymakers continued to
evolve rules affecting the insurance and financial services

sectors. At both the state and federal levels, we expanded
our outreach and engagement to help shape better outcomes
for our customers and clients, as well as our company and
shareholders.

Many aspects of the Patient Protection and Affordable Care
Act are still being defined, even as the industry responds to
shifting consumer needs and prepares for health insurance
exchanges in January 2014. Several reforms have been
enacted to improve the housing and mortgage markets
in the U.S. We have taken the opportunity to refine and
improve our processes and to offer new, more flexible
products for the future. Economic pressures, especially in
Europe, mandate operational rigor and restraint as markets
find their footing and stabilize. All of these factors and
more reinforce the importance of innovation and agility as
we further reduce operating costs, realign resources and
leverage shared efficiencies across the Assurant enterprise.

2012 RESULTS FROM OPERATIONS

Assurant Solutions

Achieving a 14 percent operating return on equity by 2014
is the focus at Assurant Solutions, where we took many
steps in 2012 towards achievement of that goal. For the
year, net operating income was down significantly due to
the impairment of certain intangible assets and charges
for workforce restructuring to address challenges primarily
affecting our domestic credit and European operations.

Net earned premiums, fees and other income improved
year-over-year in several areas targeted for growth. Qur
pre-funded funeral insurance business remains an important
contributor to Assurant Solutions’ overall results with
sizable increases both in fee income and sales. In 2012,
service contract premiums in the U.S. improved as we
benefited from the continuing rebound in the automotive
sector. International credit and service contract premiums
also increased during the year, predominantly in Latin
America. We now service mobile customers in 16 countries,
a reflection of our expanded capabilities, global footprint
and phased rollout of our partnership with Telefénica.

By focusing on expense management and profitable growth,
both in the U.S. and internationally, we expect modest
earnings improvements in the year ahead and achievement
of our longer-term ROE target in 2014.
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A Message to Our Shareholders

Assurant Specialty Property

Revenue at Assurant Specialty Property increased in 2012,
reflecting expanding lender-placed loan portfolios from
new and existing clients, and growth in our multifamily
housing offerings. Net operating income was up slightly for
the year despite increased catastrophe losses, especially
from Superstorm Sandy. This was the largest flood event our
company ever experienced, and it reaffirmed the importance
of the investments we have made to serve homeowners and
clients when disaster strikes. Our employees deployed our
robust tools, processes and training to quickly pay claims and
bring relief to policyholders devastated by the monumental
storm.

in 2012, our multifamily housing business achieved double-
digit revenue growth. With the SureDeposit resident bond
products now fully integrated in our Assurant Specialty
Property multifamily product portfolio, we are creating new
opportunities to cross-sell our products to our clients and, in
turn, their residents.

While recovery in the housing market likely will lead to a
reduction in the returns at Assurant Specialty Property in
the future, our disciplined execution and unparalleled
capabilities will continue to provide attractive long-term
value for shareholders.

Assurant Health

Using its deep experience in the individual and small group
medical insurance markets, Assurant Health continued its
transformation by adapting to the changing U.S. health care
landscape. A significant expansion of our provider network
and tight management of expenses helped position the
business for profitable growth. Results for 2012 also benefited
from $13.8 million of additional investment income from a
real estate joint venture partnership.

Our affordable choice and supplemental products helped
Assurant Health serve a broader spectrum of individual
and small group customers. In 2012, we increased the total
number of insured lives by six percent — growth we expect
will continue as more consumers seek out affordable access
to healthcare.

While the rollout of additional elements of the Affordable
Care Act will require further transformation that will
reduce earnings, we continue to believe that the changing
health insurance marketplace in the U.S. provides great
opportunities for Assurant Health.

Assurant Employee Benefits -

The strategic shift launched a few years ago to focus on
employee-funded voluntary benefits delivered improved
and encouraging results at Assurant Employee Benefits.
With a diversified product suite, improved distribution and
enhanced enrollment and administrative platforms for small
business customers, voluntary offerings drove nearly half of
sales and more than a third of premiums in 2012. Assurant
Employee Benefits also now offers the largest dental PPO
network in many markets thanks to the expansion of Dental
Health Alliance and a new agreement in 2012,
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The U.S. economy still presents challenges for many small
businesses, tempering job expansion and enthusiasm for
additional employer-paid benefits coverage. We also expect
lower investment income and a planned reduction in the
reserve discount rate for new, long-term disability claims to
reduce earnings in the year ahead. These lingering macro-
economic concerns reinforce the importance of ongoing
operational excellence, outstanding service as well as
disciplined management of both expenses and capital within
Assurant Employee Benefits.

With a strong strategic focus on the small case voluntary
market, we continue to believe Assurant Employee Benefits
can provide attractive long-term returns.

OUR LEGACY, OUR VALUES

In 2012, Assurant also embraced our legacy as we celebrated -
120 years in business. In spite of the many changes rapidly
transforming the ways people live and work, we are
steadfast in our commitment to help protect what matters
most to consumers.

Each day, four enduring values guide our actions:

We embrace Common Sense as we take a fact-based
approach to deliver value to our customers. Qur specialty
products are designed to fulfill unmet needs and help
safeguard against risks.

We act with Common Decency, treating all of our
constituents in ways we would like to be treated. Our
responsiveness to customers, our daily operations, and our
community stewardship reflect high levels of ethics and
integrity.

We encourage Uncommon Thinking. We cultivate a work
environment that is open and allows good ideas to flourish.
Transparency and candor run deep.

Our Uncommon Results are expressed as the products we
offer bring value to our customers and above average
returns for our shareholders.

| am proud and grateful for the commitment of our
employees worldwide who are doing their part - every day -
to serve our customers and help create long-term value for
our shareholders.

Thanks for your investment in Assurant.

Sincerely,

Robert B. Pollock
President and Chief Executive Officer
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Non-GAAP Financial Measures

Assurant uses the following non-GAAP financial measures O
to analyze the Company’s operating performance for ‘
the periods presented in this report. Because Assurant’s
calculation of these measures may differ from similar
measures used by other companies, investors should be
careful when comparing Assurant’s non-GAAP financial
measures to those of o:her companies.
(dollars in millions, net of tax) 2012 2011 2010 2009 2008
Assurant Solutions , $123.8  $136.1  $101.5 51221 S111.3
Assurant Specialty Property - 305.0 303.7 4245 405.5 403.3
Assurant Health 520 409 549 (29.) 1227
Assurant Employee Benefits 5841 31 63.6 423 703
Corporate and other R (62.4)  (60.0)  (52.4)  48.3)  (50.3)
Amortization of deferred gain on disposal
of businesses 12,0 133 6.8 146 19.1
Interest expense - (39.2) (39.2) (394) (39.4) _(39.6)
Net operating income 4493 4379 559.5 4677 6368
Adjustments: e e B
Net reatized gains (losses) on investments o 418 211315 (34.8) (278.6)
Tax »behé'fritt'_rré—alized from ﬂiééale of an inactive subsidiary i - . - 89.0
Change in tax valuation allowance 80.0 - (6.0) -
Change in tax liabilities (7.4 - - ) -
Legal settlement, net of related expenses - ) - 85
Goodwill impairment - - (306.4) _(83.0) -
Net income $483.7 $539.0 $278.6 $433.4 $447.2
@ 2012
Operating return on average equity (excluding
Aoch R 10.4%
Net realized gains on investments ~1.0%
Change in tax liabilities ] 0.2)%
Change due to effect of including AOCI (1.6)%
GAAP return on average equity " 9.6%
(3)
2012 2011 2010 2009 2008
Book value per diluted share (excluding AOCI) $53.87  $47.34  $41.65  $39.22 935.88
Changes due to effect of including AOCI 1027 612 275 057 (5.69)
Book value per diluted share $64.14 $53.46 $44.40 $39.79 $30.23
(4)
(dollars in millions) 2012 2011 2010 2009 2008
Stockholders’ equity (excluding AOCI) ~$%4,355 $4,316 54,346 $4,639 54,229
AOCI %830 9558 %287 368 (5666)
Total equity $5,185 $4,874 $4,633 $4,707 $3,563
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Amounts are presented in United States of America (“U.S.”) dollars and all amounts are in thousands, except for number of shares, per share
amounts, registered holders, number of employees, beneficial owners, number of securities in an unrealized loss position and number of loans.

Forward-Looking Statements

Some of the statements under “Business,” “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and
elsewhere in this report, particularly those anticipating future financial
performance, business prospects, growth and operating strategies and
similar marters, are forward-looking statements within the meaning
of the U.S. Private Securities Litigation Reform Act of 1995. You can
identify these statements by the fact that they may use words such as
“will,” “may,” “anticipates,” “expects,” “estimates,” “projects,” “intends,”
“plans,” “believes,” “targets,” “forecasts,” “potential,” “approximately,”
or the negative version of those words and other words and terms
with a similar meaning. Any forward-looking statements contained in
this report are based upon our historical performance and on current
plans, estimates and expectations. The inclusion of this forward-
looking information should not be regarded as a representation by us
or any other person that the future plans, estimates or expectations
contemplated by us will be achieved. Our actual results might differ
materially from those projected in the forward-looking statements.
The Company undertakes no obligation to update or review any
forward-looking statement, whether as a result of new information,
future events or other developments.

In addition to the factors described under “Critical Factors Affecting
Results,” the following risk factors could cause our actual results to
differ materially from those currently estimated by management:

(i) actions by governmental agencies or government sponsored
entities or other circumstances, including pending regulatory
matters affecting our lender-placed insurance business, that
could result in reductions of the premium rates we charge,
increases in the claims we pay, fines or penalties, or other
expenses;

(ii) the effects of the Patient Protection and Affordable Care Act
and the Health Care and Education Reconciliation Act of
2010, and the rules and regulations thereunder, on our health
and employee benefits businesses;

(iii)  loss of significant client relationships, distribution sources and
contracts;

(iv)  unfavorable outcomes in litigation and/or regulatory investigations
that could negatively affect our business and reputation;

(v) current or new laws and regulations that could increase our
costs and decrease our revenues;

(vi) a decline in our credit or financial strength ratings (including
the risk of ratings downgrades in the insurance industry);

(vii)  deterioration in the Company’s market capitalization compared
to its book value that could result in further impairment of
goodwill;
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(viii}  risks related to outsourcing activities;
(ix)  failure to attract and retain sales representatives or key managers;
(x) losses due to natural or man-made catastrophes;

xi) general global economic, financial market and political conditions
(including difficult conditions in financial, capital, credit and
currency markets, the global economic slowdown, fluctuations
in interest rates or a prolonged period of low interest rates,
monetary policies, unemployment and inflationary pressure);

(xii)  inadequacy of reserves established for future claims;
(xiii)  failure to predict or manage benefits, claims and other costs;
(xiv)  uncertain tax positions and unexpected tax liabilities;

(xv)  fluctuations in exchange rates and other risks related to our
international operations;

(xvi)  unavailability, inadequacy and unaffordable pricing of reinsurance
coverage;

(xvii)  significant competitive pressures in our businesses;

(xviii) diminished value of invested assets in our investment portfolio
(due to, among other things, volatility in financial markets; the
global economic slowdown; credit, currency and liquidity risk;
other than temporary impairments and increases in interest
rates);

(xix)  insolvency of third parties to whom we have sold or may sell
businesses through reinsurance or modified co-insurance;

(xx)  inability of reinsurers to meet their obligations;

(xxi)  credit risk of some of our agents in Assurant Specialty Property
and Assurant Solutions;

(xxii)  cyber security threats and cyber attacks;

(xxiii) failure to effectively maintain and modernize our information
systems;

(xxiv) data breaches compromising client information and privacy;

(xxv) failure to find and integrate suitable acquisitions and new
ventures;

(xxvi) inability of our subsidiaries to pay sufficient dividends;

(xxvii) failure to provide for succession of senior management and
key executives; and

(xxviii) cyclicality of the insurance industry.

For a more detailed discussion of the risk factors that could affect our
actual results, please refer to “Critical Factors Affecting Results” in
Item 7 and “Risk Factors” in Item 1A of this Form 10-K.



Information in this report for the years ended December 31, 2011, 2010, 2009, and 2008 has been revised, as applicable, for the retrospective
application of the Company’s adoption of the amendments to existing guidance on accounting for costs associated with acquiring or renewing
insurance contracts. See Note 2 to the Notes to Consolidated Financial Statements for more information.

Unless the context otherwise requires, references to the terms “Assurant,” the “Company,” “we,” “us” and “our” refer to our consolidated operations.

ITEM 1

Assurant, Inc. is a Delaware corporation formed in connection with
the initial public offering (“IPO”) of its common stock, which began
trading on the New York Stock Exchange on February 5, 2004. Prior
to the IPO, Fortis, Inc., a Nevada corporation, formed Assurant and
merged into it on February 4, 2004,

Business

Assurant is a provider of specialized insurance products and related
services in North America and select worldwide markets. Our four
operating segments—Assurant Solutions, Assurant Specialty Property,
Assurant Health, and Assurant Employee Benefits—partner with clients
who are leaders in their industries and build leadership positions in a
number of specialty insurance market segments. These segments provide
debt protection administration; credit-related insurance; warranties
and service contracts; pre-funded funeral insurance; solar project
insurance; lender-placed homeowners insurance; renters insurance
and related products; manufactured housing homeowners insurance;
individual health and small employer group health insurance; group
dental insurance; group disability insurance; and group life insurance.

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

Building and managing a portfolio of specialty
insurance businesses

Our four operating segments are focused on serving specific sectors
of the insurance market. We continue to develop and add specialty
market leadership positions where we can meet unserved consumers
needs, achieve superior returns, and leverage enterprise resources. We
believe that the diversity of our businesses helps us to maintain financial
stability because our businesses will generally not be affected in the
same way by the same economic and operating trends.

Leveraging a set of core capabilities Sfor competitive
advantage

We pursue a strategy of building leading positions in specialized market
segments for insurance products and related services by applying our
core capabilities to create competitive advantages——managing risk;
managing relationships with large distribution partners; and integrating
complex administrative systems. These core capabilities represent areas
of expertise that are advantages within each of our businesses. We
seek to generate attractive returns by building on specialized market
knowledge, well-established distribution relationships and, in some
businesses, economies of scale.

Managing targeted growth initiatives

Our approach to mergers, acquisitions and other growth opportunities
reflects our prudent and disciplined approach to managing our capital.
Our mergers, acquisitions and business dcvelopment process targets
new business that complements or supports our existing business
model. We balance investing in our businesses with returning capital
to shareholders through share repurchases and dividends.

Hdentifying and adapting to evolving market needs

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

ASSURANT, INC. - 2012 Form 10-K 3



PART 1
ITEM 1 Business

Competition

Assurant’s businesses focus on niche products and related services
within broader insurance markets. Although we face competition in
each of our businesses, we believe that no single competitor competes
against us in all of our business lines. The business lines in which we
operate are generally characterized by a limited number of competitors.
Competition in each business is based on a number of factors, including
quality of service, product features, price, scope of distribution, financial
strength ratings and name recognition. The relative importance of these
factors varies by product and market. We compete for customers and

Segments

distributors with insurance companies and other financial services
companies in our businesses.

Competitors of Assurant Solutions and Assurant Specialty Property
include insurance companies and financial institutions. Assurant
Health's main competitors are other health insurance companies, Health
Maintenance Organizations (“HMOs”) and the Blue Cross/Blue Shield
plans in states where we write business. Assurant Employee Benefits
competitors include other benefit and life insurance companies, dental
managed care entities and not-for-profit dental plans.

For additional information on our segments, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations— Results of Operations” and Note 21 to the Consolidated Financial Statements included elsewhere in this report.
p P

Assurant Solutions

For the Years Ended
December 31, 2012 December 31,2011

Net earned premiums and other considerations for selected product groupings:

Domestic extended service contracts and warranties'” $ 1,260,578 $ 1,198,510
International extended service contracts and warranties” 556,207 495,853
Preneed life insurance 80,978 101,722
Domestic credit insurance 165,765 173,287
International credit insurance 425,078 391,124
Other 90,614 77,911
TOTAL $ 2,579,220 $ 2,438,407
Segment net income $ 123,753  § 136,050
Combined ratio”:
Domestic 98.9% 97.3%
International 104.8% 104.0%
Equity"” $ 1,335,819 $ 1,316,957

(1) Extended service contracts include warranty contracts for products such as mobile phones, personal computers, consumer electronics, appliances, automobiles and recreational vehicles.

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

(3) Equity excludes accumulated other comprehensive income.

Products and Services

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

ESC and Warranties

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

Preneed Life Insurance

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



Credit Insurance

Our credit insurance products offer protection from life events and
uncertainties that arise in purchasing and borrowing transactions.
Credit insurance programs generally offer consumers the option to
protect a credit card balance or installment loan in the event of death,
involuntary unemployment or disability, and are generally available
to all consumers without the underwriting restrictions that apply to
term life insurance.

Regulatory changes have reduced the demand for credit insurance
in the U.S. Consequently, we continue to experience a reduction in
credit insurance domestic gross written premiums, a trend we expect
to continue. Although there has been contraction in the domestic
credit insurance market, several international markets are experiencing
growth in the credit insurance business.

Marketing and Distribution

Assurant Solutions focuses on establishing strong, long-term relationships
with leading distributors of its products and services. We partner with
some of the largest consumer electronics and appliance retailers and
original equipment manufacturers to market our ESC and warranty
products. In our preneed business, we have an exclusive relationship
with Services Corporation International (“SCI”), the largest funeral
provider in North America.

Several of our distribution agreements are exclusive. Typically these
agreements have terms of one to five years and allow us to integrate
our administrative systems with those of our clients.

Assurant Specialty Property

PART I
[TEM 1 Business

In addition to the domestic market, we operate in Canada, the
United Kingdom (“U.K.”), Ireland, Argentina, Brazil, Puerto Rico,
Chile, Germany, Spain, Italy, Mexico, China, Colombia, Peru and
Ecuador. In these markets, we primarily sell ESC and credit insurance
products through agreements with financial institutions, retailers
and wireless service providers. Expertise gained in both our domestic
credit insurance and ESC and warranty markets have enabled us to
extend our administrative infrastructure internationally. Systems,
training, computer hardware and our overall market development
approach are customized to fit the particular needs of each targeted
international market.

Underwriting and Risk Management

We write a signiﬁcant portion of our contracts on a retrospective
commission basis. This allows us to adjust commissions based on claims
experience. Under these commission arrangements, the compensation
of our clients is based upon the actual losses incurred compared to
premiums earned after a specified net allowance to us. We believe that
these arrangements better align our clients’ interests with ours and help
us to better manage risk exposure.

Profits from our preneed life insurance programs are generally earned
from interest rate spreads—the difference between the death benefit
growth rates on underlying policies and the investment returns generated
on the assets we hold related to those policies. To manage these spreads,
we regularly adjust pricing to reflect changes in new money yields.

For the Years Ended

December 31, 2012 December 31, 2011
Net earned premiums and other considerations by major product grouping:
Homeowners (lender-placed and voluntary) $ 1,418,061 $ 1,274,485
Manufactured housing (lender-placed and voluntary) 207,675 216,613
Other® 428,305 413,540
TOTAL $ 2,054,041 $ 1,904,638
Segment net income $ 304,951 $ 303,723
Loss ratio? 46.2% 45.0%
Expense ratio® 39.2% 38.8%
Combined ratio® 83.3% 82.0%
Equiy® $ 1,202,576 $ 1,093,642

(1) Other primarily includes multi-family housing, lender-placed flood, and miscellaneous insurance products.

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

(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums and other considerations and fees and other income. (Fees and other income

are not included in the above table.)

(4) The combined ratio is equal 1o total benefits, losses and expenses divided by net earned premiums and other considerasions and fees and other income. (Fees and other income are not

included in the above table.)

(5) Equity excludes accumulated other comprebensive income.
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Products and Services

Assurant Specialty Property’s business strategy is to pursue long-term
growth in lender-placed homeowners insurance, and adjacent markets
with similar characteristics, such as renters insurance and resident bond
products (collectively “multi-family housing insurance products”) and
lender-placed flood insurance. Assurant Specialty Property also writes
other specialty products.

.

Lender-placed and voluntary homeowners insurance

The largest product line within Assurant Specialty Property is homeowners
insurance, consisting principally of fire and dwelling hazard insurance
offered through our lender-placed programs. The lender-placed program
provides collateral protection to lenders, mortgage servicers and investors
in mortgaged properties in the event that a homeowner does not
maintain insurance on a mortgaged dwelling. Lender-placed insurance
coverage is not limited to the outstanding loan balance; it provides
structural coverage, similar to that of a standard homeowners policy.
The amount of coverage is based on the last known insurance coverage
under the prior policy for the property, and provides replacement cost
coverage on the property and thus ensures that a home can be repaired
or tebuilt in the event of damage. It protects both the lender’s interest
and the borrower’s interest and equity. We also provide insurance on
foreclosed properties managed by our clients. This type of insurance
is Real Estate Owned (“REQ”) insurance. This market experienced
significant growth in recent years as a result of the housing crisis, but
is now stabilizing.

In the majority of cases, we use a proprictary insurance-tracking
administration system linked with the administrative systems of our
clients to monitor the clients’ mortgage portfolios to verify the existence
of insurance on each mortgaged property and identify those thar are
uninsured. We earn fee income for these administrative services. If there is
a potential lapse in insurance coverage, we begin a process of notification
and outreach to both the homeowner and the last-known insurance
carrier or agent through phone calls and written correspondence.
This process usually takes 75 days to complete. If coverage cannot be
verified at the end of this process, the lender procures a lender-placed
policy for which the homeowner is responsible for paying the related
premiums. The percentage of insurance policies placed to loans tracked
represents our placement rates. The homeowner is still encouraged,
and always maintains the option, to obtain or renew the insurance of
his or her choice.

To meet the changing needs of the lending and housing industries,
we are working with regulators to introduce a next generation lender-
placed homeowners product to address some of the unanticipated
issues that developed during the housing crisis. This product combines
flexibility and best practices to address the concerns of various parties.
The product contains expanded geographic ratings within each state to
further differentiate rates for properties more exposed to catastrophes
from those where the risk is lower, added premium rating flexibility
from deductible options that can be modified based on factors such as
coverage amount and delinquency status, and continued enhancements
to our already extensive customer notification process to make it more
clear to borrowers when they have lender-placed insurance.
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Lender-placed and voluntary manufactured housing
insurance

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

Other insurance

We believe there are opportunities to apply our lender-placed business
model to other products and services. We have developed products in
adjacent and emerging markets, such as the lender-placed flood and
multi-family housing insurance products. We also act as an administrator
for the U.S. Government under the voluntary National Flood Insurance
Program, for which we earn a fee for collecting premiums and processing
claims. This business is 100% reinsured to the U.S. Government.

Marketing and Distribution

Assurant Specialty Property establishes long-term relationships with
leading mortgage lenders and servicers. The majority of our lender-
placed agreements are exclusive. Typically, these agreements have terms
of three to five years and allow us to integrate our systems with those
of our clients.

We offer our manufactured housing insurance programs primarily
through manufactured housing lenders and retailers, along with
independent specialty agents. The independent specialty agents distribute
flood products and miscellaneous specialty property products. Multi-
family housing products are distributed primarily through property
management companies and affinity marketing partners.

Underwriting and Risk Management

Our lender-placed homeowners insurance program and certain of our
manufactured housing products are not underwritten on an individual
policy basis. Contracts with our clients require us to issue these policies
automatically when a borrower’s insurance coverage is not maintained.
These products are priced to factor in the lack of individual policy
underwriting. We monitor pricing adequacy based on a variety of
factors and adjust pricing as required, subject to regulatory constraints.

Because several of our product lines (such as homeowners, manufactured
housing, and other property policies) are exposed to catastrophe risks,
we purchase reinsurance coverage to protect the capital of Assurant
Specialty Property and to mitigate earnings volatility. Our reinsurance
program generally incorporates a provision to allow the reinstacement
of coverage, which provides protection against the risk of multiple
catastrophes in a single year.
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For the Years Ended

December 31, 2012 December 31, 2011
Net earned premiums and other considerations:
Individual markets $ 1,178,878 $ 1,251,447
Small employer group 410,581 466,853
TOTAL $ 1,589,459 $ 1,718,300
Segment net income $ 52,000 $ 40,886
Loss ratio™" 73.9% 74.0%
Expense ratio® 26.0% 26.3%
Combined ratio'” 98.5% 98.8%
Equity'! $ 304,166 $ 405,200

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

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

are not included in the above table.)

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

included in the above table.)

(4)  Equity excludes accumulated other comprebensive income.

Products and Services

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

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

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

One provision of the Affordable Care Act, effective January 1, 2011,
established a MLR designed to ensure that a minimum percentage of
premiums is paid for clinical services or health care quality improvement
activities. The Affordable Care Act established a MLR of 80% for
individual and small group business and 85% for large group business.
If the actual loss ratios, calculated in a manner prescribed by the
Department of Health and Human Services (‘HHS?), are less than
the required MLR, premium rebates are payable to the policyholders

by August 1 of the subsequent year. Although the HHS has issued
final regulations to implement the MLR and rebate provisions of the
Affordable Care Act, certain issues remain to be fully clarified, including
further clarification on the state insurance exchanges, the risk mitigation
programs, essential benefit package requirements, the actuarial value
calculations, and the new fees to be enacted.

Although the dynamics and characteristics of the post-reform market
will be different, we believe there are still significant opportunities
for Assuranc Health to sell individual medical insurance products.
Specialty expertise will still be required and we believe that we can earn
adequate profits in this business over the long-term, without making
large commitments of capital. In order to achieve these goals, we have
taken significant steps to reduce operating and distribution costs and
modify our product lines. We have reduced operating costs significantly
and redesigned our product portfolio to offer certain supplemental and
affordable choice products, and we continue to build on these efforts.
We may refine our strategy as new regulations are issued or additional
regulatory agency actions are taken in the wake of the Affordable Care
Act. The full impact of the Act will not be known for many years.

Individual Medical

Our medical insurance products are sold to individuals, primarily
between the ages of 18 and 64, and their families, who do not have
employer-sponsored coverage. We offer a wide variety of benefit plans
at different price points, which allow customers to tailor their coverage
to fit their unique needs.

Small Employer Group Medical

Our group medical insurance is primarily sold to small companies with
two to fifty employees, although larger employer coverage is available.
As of December 31, 2012, our average group size was approximately
five employees.

Effective in March 2012 we entered into a new provider network
arrangement with Aetna Signature Administrators °. This multi-year
agreement provides our major medical customers with access to more

ASSURANT, INC. - 2012 Form 10-K 7



PART 1
ITEM 1 Business

than one million health care providers and 7,500 hospitals nationwide.
Access to this network has enhanced the competitiveness of Assurant
Healch for individuals, families, and small groups.

Marketing and Distribution

Our health insurance products are principally marketed through a
network of independent agents. We also market through a variety of
exclusive and non-exclusive national account relationships and direct
distribution channels. Since 2000, we have had an exclusive national
marketing agreement with a major mutual insurance company whose
captive agents market our individual health products. This agreement
expires in September 2018 and allows either company to exit the
agreement with six months notice. We provide many of our products
through a well-known association’s administrator under an agreement
that automatically renews annually.

Assurant Employee Benefits

Underwriting and Risk Management

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

Please see “Management’s Discussion and Analysis-——Assurant Healch”
and “Risk Factors—Risks Related to our Industry—Reform of the
health insurance industry could materially reduce the profitability of
certain of our businesses” for further details.

For the Years Ended

December 31, 2012 December 31, 2011
Net Earned Premiums and Other Considerations:
Group disability"” $ 409,757 $ 449,293
Group dental 394,413 412,339
Group life 188,246 193,914
Group vision and supplemental products 21,848 8,477
TOTAL $ 1,014,264 $ 1,064,023
Segment net income $ 58,059 $ 43,075
Loss ratio” 68.3% 72.2%
Expense ratio®” 37.4% 35.4%
Equity” $ 578,757 $ 616,185

(1) Includes single premiums for closed blocks.

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

(3) The expense ratio is equal to selling, underwriting and general expenses divided by net earned premiums and other considerations and fees and other income. (Fees and other income

are not included in the above table.)

(4) Equity excludes accumulated other comprehensive income.

Products and Services

Assurant Employee Benefits offers group disability, dental, vision, life
and supplemental products as well as individual dental products. The
group products are offered with funding options ranging from fully
employer-paid to fully employee-paid (voluntary). In addition, we
reinsure disability and life products through our wholly owned subsidiary,
Disability Reinsurance Management Services, Inc. (“DRMS”).

We focus on the needs of the small to mid-size employer. We believe
that our group risk selection expertise, administrative systems, and
strong relationships with brokers who work primarily with small
to mid-size businesses give us a competitive advantage versus other
carriers in this market.

Group Disability

Group disability insurance provides partial replacement of lost earnings
for insured employees who become disabled, as defined by their plan
provisions. Our products include both short- and long-term disability
coverage options. We also reinsure disability policies written by other
carriers through our DRMS subsidiary.
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Group Dental

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

Success in the group dental business is heavily dependent on a strong
provider network. Assurant Employce Benefits owns and operates Dental
Health Alliance, L.L.C. (‘DHA”), a leading dental Preferred Provider
Organization (“PPO”) network. An agreement with Aetna allows us
to use Aetna’s Dental Access ® network, which we believe increases
the attractiveness of our products in the marketplace. In 2012, we
announced a new network access agreement with United Concordia
Dental that provides Assurant members access to United Concordia’s
Advantage Plus network of providers in conjunction with the DHA
network, further increasing the overall network size and strength of
Assurant Employee Benefits dental offering.



Group Life

Group term life insurance provided through the workplace provides
benefits in the event of death. We also provide accidental death and
dismemberment insurance. Insurance consists primarily of renewable
term life insurance with the amount of coverage provided being either
a flat amount, a multiple of the employee’s earnings, or a combination
of the two. We also reinsure life policies written by other carriers
through DRMS.

Group Vision and Supplemental Products

Fully-insured vision coverage is offered through our agreement with
Vision Service Plan, Inc., a leading national supplier of vision insurance.
Our plans cover eye exams, glasses, and contact lenses and are usually
sold in combination with one or more of our other products. In addition
to the traditional voluntary products, we provide group critical illness,
cancer, accident, and gap insurance. These products are generally paid
for by the employee through payroll deductions, and the employee is
enrolled in the coverage(s) at the worksite.

Marketing and Distribution

Our products and services are distributed through a group sales
force located in 34 offices near major metropolitan areas. Our sales
representatives distribute our products and services through independent
brokers and employee-benefits advisors. Daily account management

Ratings
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is provided through local sales offices, further supported by regional
sales support centers and a home office customer service department.
Broker compensation in some cases includes an annual performance
incentive, based on volume and retention of business.

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

Underwriting and Risk Management

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

Disability claims management focuses on helping claimants return to
work through a supportive network of services that may include physical
therapy, vocational rehabilitation, and workplace accommodation.
We employ or contract with a staff of doctors, nurses and vocational
rehabilitation specialists, and use a broad range of additional outside
medical and vocational experts to assist our claim specialists.

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

Rating agencies also use an “outlook statement” of “positive,” “stable,”
“negative” or “developing” to indicate a medium- or long-term trend in
credit fundamentals which, if continued, may lead to a rating change.
A rating may have a stable outlook to indicate that the rating is not
expected to change; however, a stable rating does not preclude a rating
agency from changing a rating at any time, without notice.

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

For further information on the risks of ratings downgrades, see “Item
1A—Risk Factors—Risks Related to our Company—A.M. Best,
Moody’s and S&P rate the financial strength of our insurance company
subsidiaries, and a decline in these ratings could affect our standing in
the insurance industry and cause our sales and earnings to decrease.”

The following table summarizes our financial strength ratings and outlook as of December 31, 2012:

AM. Best” Moody’s®  Standard & Poor’s?
Outlook Stable @ &)
COMPANY
American Bankers Insurance Company A A2 A-
American Bankers Life Assurance Company A- A3 A-
American Memorial Life Insurance Company A- N/A A-
American Reliable Insurance Company A N/A N/A
American Security Insurance Company A A2 A-
Assurant Life of Canada A- N/A N/A
Caribbean American Life Assurance Company A- N/A N/A
Caribbean American Property Insurance Company A N/A N/A
John Alden Life Insurance Company A- A3 BBB
Reliable Lloyds A N/A N/A
Standard Guaranty Insurance Company A N/A N/A
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A.M. Best” Moody’s® Standard & Poor’s®
Outlook Stable ) 5)
Time Insurance Company A- A3 BBB
UDC Dental California A- N/A N/A
Union Security Dental Care New Jersey A- N/A N/A
Union Security Insurance Company A- A3 A-
Union Security Life Insurance Company of New York A- N/A N/A
United Dental Care of Arizona A- N/A N/A
United Dental Care of Colorado A- N/A N/A
United Dental Care of Michigan NR N/A N/A
United Dental Care of Missouri A- N/A N/A
United Dental Care of New Mexico A- N/A N/A
United Dental Care of Ohio NR N/A N/A
United Dental Care of Texas A- N/A N/A
United Dental Care of Utah NR N/A N/A
Voyager Indemnity Insurance Company A N/A N/A

(1) A.M. Best financial strength ratings range from ‘A++” (superior) to "S” (suspended). Ratings of A and A- fall under the “excellent” category, which is the second highest of ten ratings categories.

(2)  Moodys insurance financial strength ratings range from “Aaa” ( exceptional) to “C” (extremely poor). A numeric modifier may be appended to ratings from “Aa” to “Caa’” 1o indicate relative
position within a category, with 1 being the highest and 3 being the lowest. Ratings of A2 and A3 are considered “good " and fall within the third highest of the nine ratings categories.

(3) SSPs insurer financial strength ratings range from “AAA” (extremely strong) to “R” (under regulatory supervision). A “+” or " may be appended to ratings from categories AA to CCC to
indicate velative position within a category. Ratings of A- (strong) and BBB+ (adequate) are within the third and fourth highest of the nine ratings casegories, respectively

(4)  Moodys has a stable outlook on all of the ratings of the above entities, except for John Alden Life Insurance Company and Time Insurance Company, which have a negative outlook.

(5) S&P has a positive outlook on all of the ratings of the above entities, except, - for Jobn Alden Life Insurance Company, Time Insurance Company and Union Security Insurance Company, which

have a stable outlook.

Enterprise Risk Management

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

1. Risk identification;

2. High-level estimation of risk likelihood and severity;

3. Risk prioritization at the business and enterprise levels;

4. Scenario analysis and detailed modeling of likelihood and
severity for key enterprise risks;

5. Utilization of quantitative results and subject matter expert

opinion to help guide business strategy and decision making,

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

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

Regulation

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

then reported to the ERMC.

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

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

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

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



U.S. Insurance Regulation

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

Like all U.S. insurance companies, our insurance subsidiaries are subject
to regulation and supervision in the jurisdictions in which they do
business. In general, this regulation is designed to protect the interests
of policyholders, and not necessarily the interests of shareholders and
other investors. To that end, the laws of the various states and other
jurisdictions establish insurance departments with broad powers with
respect to such things as:

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

regulating capital, surplus and dividend requirements;

regulating underwriting limitations;

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

imposing statutory accounting and annual statement disclosure
requirements;

regulating product types and approving policy forms and mandating
certain insurance beneflcs;

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

regulating claims practices, including the ability to require companies
to pay claims on terms other than those mandated by underlying
policy contracts;

regulating certain transactions between affiliates;

regulating the form and content of disclosures to consumers;

regulating the type, amounts and valuation of investments;

mandating annual tests to analyze adequacy of reserves;

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

regulating market conduct and sales practices of insurers and agents.

Dividend Payment Limitations

Our holding company’s assets consist primarily of the capital stock
of our subsidiaries. Accordingly, our holding company’s future cash
flows depend upon the availability of dividends and other statutorily

PART 1
. ITEM 1 Business

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

Risk Based Capital Requifements

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

formula and changes to the formula could occur in the future.

Investment Regulation

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

Financial Reporting

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

Products and Coverage

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

Pricing and Premium Rates

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

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

Guaranty Associations and Indemnity Funds

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

Insurance Regulatory Initiatives

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

Federal Regulation

Patient Protection and Affordable Care Act

Although health insurance is generally regulated at the state level,
recent legislative actions were taken at the federal level that impose
added restrictions on our business, in particular Assurant Health and
Assurant Employee Benefits. In March 2010, President Obama signed
the Affordable Care Act into law. Provisions of the Affordable Care
Act and related reforms have and will continue to become effective at
various dares over the next several years. These provisions and related
impacts include a requirement that we pay premium rebates to customers
if the loss ratios for some of our product lines are less than specified
percentages; the reduction of agent commissions, and the consequent
risk that insurance producers may sell less of our products than they
have in the past; changes in the benefits provided under some of our
products; elimination of limits on lifetime and annual benefit maximums;
a prohibition from imposing any pre-existing condition exclusion as it
applies to enrollees under the age of 19 who apply for coverage; limits
on our ability to rescind coverage for persons who have misrepresented
or omitted material information when they applied for coverage and,
after January 1, 2014, elimination of our ability to underwrite health
insurance products with certain narrow exceptions; a requirement to
offer coverage to any person who applies for such coverage; requirements
to include the package of essential health benefits; increased costs to
modify and/or sell our products; intensified competitive pressures that
limit our ability to increase rates due to state insurance exchanges;
significant risk of customer loss; new and higher taxes and fees and
limitations on the deductibility of compensation and certain other
payments; and the need to operate with a lower expense structure at
both the business segment and enterprise level.
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Employee Retirement Income Security Act

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

HIPAA, HITECH Act and Gramm-Leach-Bliley Act
The Health Insurance Portability and Accountability Act of 1996, along

with its implementing regulations (‘HIPAA”), impose various requirements
on health insurers, HMOs, health plans and health care providers.
Among other things, Assurant Health and Assurant Employee Benefits
are subject to HIPAA regulations requiring certain guaranteed issuance
and renewability of health insurance coverage for individuals and small
groups (generally groups with 50 or fewer employees) and limitations
on exclusions based on pre-existing conditions. HIPAA also imposes
administrative simplification requirements for electronic transactions.

HIPAA also imposes requirements on health insurers, health plans and
health care providers to ensure the privacy and security of protected
health information. These privacy and security provisions were further
expanded by the privacy provisions contained in the Health Information
Technology for Economic and Clinical Health Act (the “HITECH Act”)
and its accompanying Omnibus Rule enacted in January 2013, which
enhances penalties for violations of HIPAA and requires regulated entities
to provide notice of security breaches of protected health information
to individuals and HHS. In addition, certain of our activities are subject
to the privacy regulations of the Gramm-Leach-Bliley Act, which, along
with regulations adopted thereunder, generally requires insurers to
provide customers with notice regarding how their non-public personal
health and financial information is used, and to provide them with the
opportunity to “opt out” of certain disclosures, if applicable.

Dodd-Frank Wall Street Reform and Consumer
Protection Act

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

In addition, the Dodd-Frank Act establishes a Federal Insurance Office
within the Department of the Treasury, headed by a director appointed
by the Secretary of the Treasury. While not having a general supervisory
or regulatory authority over the business of insurance, the director of
this office performs various functions with respect to insurance (other
than health insurance) and is required to conduct a study on how to
modernize and improve the system of insurance regulation in the U.S.,
including by increased national uniformity through either a federal
charter or effective action by the states.



International Regulation

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

In addition to the U.S., the Company operates in Canada, the UK.,
Ireland, Argentina, Brazil, Puerto Rico, Chile, Germany, Spain, Iraly,
Mexico and China and our businesses are supervised by local regulatory
authorities of these jurisdictions. We also have business activities in
Peru, Ecuador and Colombia where we have gained access to these
markets by registering certain entities to act as reinsurers.

Our operations in the U.K,, for example, are currently subject to
regulation by the Financial Services Authority (the “FSA”). Insurers
authorized by the FSA are generally permitted to operate throughout
the rest of the European Union, subject to satisfying certain FSA
requirements and meeting additional local regulatory requirements.
As part of recent regulatory reforms, in 2013 the FSA is expected to
be replaced by two separate regulatory units. However, this change will
not affect our ability to conduct business across the European Union.

We are also subject to certain U.S. and foreign laws applicable to
businesses generally, including anti-corruption laws. The Foreign Corrupt
Practices Act of 1977 (the “FCPA”) regulates U.S. companies in their
dealings with foreign officials, prohibiting bribes and similar practices.

Other Information
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In addition, the U.K. Anti-Bribery Act, which became effective during
2011, has wide jurisdiction over certain activities that affect the U.K.

Securities and Corporate Governance Regulation

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

Environmental Regulation

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

Customer Concentration

No one customer or group of affiliated customers accounts for 10%
or more of the Company’s consolidated revenues.

Employees

We had approximately 14,600 employees as of February 15, 2013.
Assurant Solutions has employees in Argentina, Brazil, Italy, Spain and
Mexico that are represented by labor unions and trade organizations.
We believe that employee relations are satisfactory.

Sources of Liquidity

For a discussion of the Company’s sources and uses of funds, see “Item
7—Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Capital Resources,” and
Note 14 to the Consolidated Financial Statements contained elsewhere
in this report.

Taxation

For a discussion of tax matters affecting the Company and its operations,
see Note 7 to the Consolidated Financial Statements contained elsewhere
in this report.

Financial Information about Reportable Business
Segments

For financial information regarding reportable business segments of
the Company, see “Item 7—Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” and Note 21 to the
Consolidated Financial Statements contained elsewhere in this report.

Available Information

Our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, the Statements of Beneficial Ownership
of Securities on Forms 3, 4 and 5 for our Directors and Officers and all
amendments to such reports, filed or furnished pursuant to Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, as amended, arc available
free of charge through the SEC website at wuwwsec,gov. These documents
are also available free of charge through the Investor Relations page of
our website (www.assurant.com) as soon as reasonably practicable after
filing. Other information found on our website is not part of this or
any other report filed with or furnished to the SEC.

ASSURANT, INC. - 2012 Form 10-K 13



PART 1
ITEM 1A Risk Factors

ITEM 1A Risk Factors

Certain factors may have a material adverse effect on our business, financial condition and results of operations and you should carefully consider

them. It is not possible to predict or identify all such factors.

Risks Related to Our Company

Our revenues and profits may decline if we were unable

to maintain relationships with significant clients,
ﬂlll"\"tri"/)llt()rf [lVllZ 0[[737")0{1771.55 l’;’n[)o;’f[z;’l[ to [/76’ success

of our business.

Our relationships and contractual arrangements with significant clients,
distributors, original equipment manufacturers, mortgage lenders
and loan servicers, and other parties with whom we do business are
important to the success of our segments. Many of these arrangements
are exclusive and some rely on preferred provider or similar relationships.
For example, in Assurant Solutions, we have exclusive relationships
with retailers and financial and other institutions through which we
distribute our products, including an exclusive distribution relationship
with SCI relating to the distribution of our preneed insurance policies.
In Assurant Specialty Property, we have exclusive relationships with
mortgage lenders and manufactured housing lenders, manufacturers and
property managers, and we are eligible to insure loans of government-
sponsored entities that are serviced by the mortgage loan servicers with
whom we do business. In Assurant Health, we have exclusive distribution
relationships for our individual health insurance products with a major
mutual insurance company as well as a relationship witch a well-known
association through which we provide many of our individual health
insurance products. We also have a new provider network arrangement
with a national PPO network. We also maintain contractual relationships
with several separate networks of health and dental care providers, each
referred to as a PPO, through which we obtain discounts. In Assurant
Employee Benefits, we have relationships through DRMS with group
insurance carriers to reinsure their disability and life insurance product
offerings. Typically, these relationships and contractual arrangements
have terms ranging from one to five years.

Although we believe we have generally been successful in maintaining
our clients, distribution and associated relationships, if these parties
decline to renew or seek to terminate these arrangements or seek to
renew these contracts on terms less favorable to us, our results of
operations and financial condition could be materially adversely affected.
For example, a loss of one or more of the discount arrangements with
PPOs could lead to higher medical or dental costs and/or a loss of
members to other medical or dental plans, and the loss of, or change in
requirements for, eligibility to insure loans of one or more government-
sponsored entities could affect our ability to do business with certain
mortgage loan servicers, or the volume or profitability of such business.
In addition, we are subject to the risk that these parties may face
financial difhculties, reputational issues or problems with respect to
their own products and services, which may lead to decreased sales of
our products and services. Moreover, if one or more of our clients or
distributors consolidate or align themselves with other companies, we
may lose business or suffer decreased revenues.
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Sales of our products and services may be reduced
if we are unable to attract and retain sales representatives
or to develop and maintain distribution sources.

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

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

"The minimum loss ratios imposed by the Affordable Care Act compelled
health insurers to decrease broker commission levels beginning in 2011.
Similarly, the Company decreased its commission levels for distribution
channels that market Assurant Health’s individual medical and small
employer group medical products. Although the Company believes that
its revised commission schedules are competitive with those of other
health insurers adapting to the new reform environment, this reduction
caused uncertainty among agents during 2012 as they evaluated the
effect of new commission levels on their business, which contributed
to a decrease in sales. The reduction could pressure our relationship
with the distribution channels that we rely on to markert our Assurant
Health products and/or our ability to attract new brokers and agents,
which could materially adversely affect our results of operations and
financial condition. In addition, many of the agents and brokers
who distribute Assurant Employee Benefits products make a large
part of their living from sales of health insurance. To the extent that
some of them decide to pursue other occupations, the resulting loss
of distribution could have a material adverse impact on the sales of
Assurant Employee Benefits' products.



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

General economic, financial market and political
conditions may materially adversely affect

our results of operations and financial conditions.
Particularly, ﬂfﬁ[ﬂ/f conditions in financial markets
and the global economy may negatively affect the results
of all of our business segments.

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

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

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

' receivables from such clients for items such as unearned premiums;

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

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

¢ there is an increased risk of fraudulent insurance claims;

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

* substantial decreases in loan availability and origination could reduce
the demand for credit insurance that we write or debt cancellation or
debr deferment products that we administer, and on the placement
of hazard insurance under our lender-placed insurance programs.

In recent years, the global recession and disruption of the financial
markets have heightened concerns over the sovereign debrt crisis in
Europe, particularly with respect to capital markets access and the
solvency of certain European Union (“EU”) member states, including
Portugal, Ireland, Ttaly, Greece and Spain, and of financial institutions
that have significant direct or indirect exposure to debt issued by these
countries. Certain major rating agencies have downgraded the sovereign
debt of Greece, Portugal, Ireland, Italy and Spain. The issues arising
out of the sovereign debt crisis may transcend Europe. In addition,
uncertainty has arisen with respect to the euro and membership of
the EU. Together, these issues could cause investors to lose confidence
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in European financial institutions and the stability of EU member
economies, and likewise affect U.S. financial institutions, the stability
of the global financial markets and any economic recovery. Additionally,
in the U.S., continued uncertainty surrounding the Federal Reserve’s
monetary policy and the ongoing debate over the U.S. federal debt
ceiling could adversely affect the U.S. and/or global economy.

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

Our earnings and book value per share could be materially
affected by an impairment of goodwill or other intangible

assers.

Goodwill represented $640,714 of our $28,946,607 in total assets as
of December 31, 2012. We review our goodwill annually in the fourth
quarter for impairment or more frequently if circumstances indicating
that the asset may be impaired exist. Such circumstances could include a
sustained significant decline in our share price, a decline in our actual or
expected future cash flows or income, a significant adverse change in the
business climate, or slower growth rates, among others. Circumstances
such as those mentioned above could trigger an impairment of some or
all of the remaining goodwill on our balance sheet, which could have
a material adverse effect on our profitability and book value per share.
For more information on our annual goodwill impairment testing and
the goodwill of our segments, please see “Item 7—MD&A—Critical
Factors Affecting Results—Value and Recoverability of Goodwill.” In
addition, other intangible assets collectively represented $262,994 of
our total assets as of December 31, 2012, and an impairment of these
other intangible assets could have a material adverse effect on our

profitability and book value per share.

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

‘The premiums we charge are subject to review by regularors. If they
consider our loss ratios to be too low, they could require us to reduce
our rates. In addition, competitive conditions may put pressure on our
rates. In either case, significant rate reductions could materially reduce
our profitability. For more information about risks related to certain
matters, please see “Risks Related to our Industry—Qur business is
subject to risks related to litigation and regulatory actions” contained
clsewhere in this section.

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

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

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

Accounting rules do not permit insurers to reserve for such catastrophic
events before they occur. In addition, the establishment of appropriate
reserves, including reserves for catastrophes, is an inherently uncertain
and complex process. The ultimate cost of losses may vary materially
from recorded reserves and such variance may have a material adverse
effect on our results of operations and financial condition.

If the severity of an event were sufficiently high (for example, in the
event of an extremely large catastrophe), it could exceed our reinsurance
coverage limits and could have a maerial adverse effect on our results of
operations and financial condition. We may also lose premium income
due 1o a large-scale business interruption caused by a catastrophe
combined with legislative or regulatory reactions to the event.

We use catastrophe modeling tools that help estimate our exposure
to such events, but these tools are based on historical data and other
assumptions that may provide projections that are materially different
from the actual events.

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

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

Our group life and health insurance operations could be materially
impacted by catastrophes such as a terrorist attack, a natural disaster, a
pandemic or an epidemic that causes a widespread increase in mortality
or disability rates or that causes an increase in the need for medical
care. In addition, with respect to our preneed insurance policies, the
average age of policyholders is approximately 73 years. This group is
more susceptible to certain epidemics than the overall population, and
an epidemic resulting in a higher incidence of mortality could have a
material adverse effect on our results of operations and financial condition.
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A.M. Best, Moodys, and S&P rate the financial strength
of our insurance compan subsidiaries, and a decline
in these ratings could affect our standing in the insurance
industry and cause our sales and earnings to decrease.

Ratings are an important factor in establishing the competitive position
of insurance companies. A.M. Best rates most of our domestic operating
insurance subsidiaries. Moody’s rates six of our domestic operating
insurance subsidiaries and S&P rates seven of our domestic operating
insurance subsidiaries. These ratings are subject to periodic review by
AM. Best, Moody’s, and S&P, and we cannot assure that we will be able
to retain them. Moody’s currencly has a negative outlook on two of our
life and health insurance subsidiaries primarily citing the adverse revenue
and earnings pressures of the Affordable Care Act on these subsidiaries.

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

As of December 31, 2012, contracts representing approximately 19% of
Assurant Solutions’ and 22% of Assurant Specialty Property’s net earned
premiums and fee income contain provisions requiring the applicable
subsidiaries to maintain minimum A.M. Best financial strength ratings
ranging from “A” or better to “B” or better, depending on the contract.
Our clients may terminate these contracts or fail to renew them if the
subsidiaries’ ratings fall below these minimums. Under our marketing
agreement with SCI, American Memorial Life Insurance Company
(“AMLIC”), one of our subsidiaries, is required to maintain an A.M.
Best financial strength rating of “B” or better throughout the term of
the agreement. If AMLIC fails to maintain this rating for a period of
180 days, SCI may terminate the agreement.

Additionally, certain contracts in the DRMS business, representing
approximately 5% of Assurant Employee Benefits' net earned premiums
for the year ended December 31, 2012 contain provisions requiring
the applicable subsidiaries to maintain minimum A.M. Best financial
strength ratings of “A-” or better. DRMS clients may terminate
the agreements and, in some instances, recapture in-force business
if the ratings of applicable subsidiaries fall below “A-". Similarly,
distribution and service agreements representing approximately 19%
of Assurant Health’s earned premiums gross of rebates for the year
ended December 31, 2012 contain provisions requiring the applicable
subsidiaries to maintain minimum A.M. Best financial strength ratings
of “A-" or better, for the distribution agreements, or “B+” or better,
for the service agreement. If the ratings of applicable Assurant Health
subsidiaries fall below these threshold ratings levels, distribution and
service partners could terminate their agreements. Termination or
failure to renew these agreements could materially and adversely affect
our results of operations and financial condition.



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

and capital.

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

Unfavorable conditions in the capital and credit markers
may significantly and adversely affect our access to capital
and our ability to pay our debts or expenses.

In previous years, the global capital and credit markets experienced
extreme volatility and disruption. In many cases, companies’ ability
to raise money was severely restricted. Although conditions in the
capital and credit markets have improved significantly, they could
again deteriorate. Qur ability to borrow or raise money is important
if our operating cash flow is insufficient to pay our expenses, meet
capital requirements, repay debt, pay dividends on our common
stock or make investments. The principal sources of our liquidity
are insurance premiums, fee income, cash flow from our investment
portfolio and liquid assets, consisting mainly of cash or assets that are
readily convertible into cash. Sources of liquidity in normal markets
also include a variety of short- and long-term instruments.

If our access to capital markets is restricted, our cost of capital could
go up, thus decreasing our profitability and reducing our financial
flexibility. Our results of operations, financial condition, cash flows
and statutory capital position could be materially and adversely affected
by disruptions in the capital markets.

The value of our investments could decline,

affecting our profitability and financial strength.

Investment returns are an important part of our profitability. Significant
fluctuations in the fixed maturity market could impair our profitability,
financial condition and/or cash flows. Our investments are subject
to market-wide risks and fluctuations, as well as to risks inherent in
particular securities. In addition, certain factors affecting our business,
such as volatility of claims experience, could force us to liquidate
securities prior to maturity, causing us to incur capital losses. See
“Item 7A—Quantitative and Qualitative Disclosures About Market
Risk—Interest Rate Risk.”
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Market conditions, changes in interest rates, and prolonged
periods of low interest rates may materially affect
our results.

Recent periods have been characterized by low interest rates. A prolonged
period during which interest rates remain at historically low levels may
result in lower-than-expected net investment income and larger required
reserve increases. In addition, certain statutory capital requirements
are based on formulas or models that consider interest rates, and a
prolonged period of low interest rates may increase the statutory capital
we are required to hold.

Changes in interest rates may materially adversely affect the performance
of some of our investments. Interest rate volatility may increase or
reduce unrealized gains or unrealized losses in our portfolios. Interest
rates are highly sensitive to many factors, including governmental
monetary policies, domestic and international economic and political
conditions and other factors beyond our control. Fixed maturity and
short-term investments represented 83% of the fair value of our total
investments as of December 31, 2012.

The fair market value of the fixed maturity securities in our portfolio
and the investment income from these securities fluctuate depending
on general economic and market conditions. Because all of our fixed
maturity securities are classified as available for sale, changes in the
marker value of these securities are reflected in our consolidated
balance sheets. Their fair market value generally increases or decreases
in an inverse relationship with fluctuations in interest rates, while
net investment income from fixed-maturity investments increases or
decreases directly with interest rates. In addition, actual net investment
income and/or cash flows from investments that carry prepayment risk,
such as mortgage-backed and other asset-backed securities, may differ
from those anticipated at the time of investment as a result of interest
rate fluctuations. An increase in interest rates will also decrease the net
unrealized gains in our current investment portfolio.

We employ asset/liability management strategies to reduce the adverse
effects of interest rate volatility and to increase the likelihood that cash
flows are available to pay claims as they become due. Our asset/liability
management strategies may fail to eliminate or reduce the adverse
effects of interest rate volatility, and significant fluctuations in the level
of interest rates may have a material adverse effect on our results of
operations and financial condition. If our investment portfolio is not
appropriately matched with our insurance liabilities, we could also be
forced to liquidate investments prior to maturity at a significant loss
to pay claims and policyholder benefits.

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

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

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

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

Further, the value of any particular fixed maturity security is subject
to impairment based on the creditworthiness of a given issuer. As of
December 31, 2012, fixed maturity securities represented 80% of the
fair value of our total invested assets. Our fixed maturity portfolio also
includes below investment grade securities (rated “BB” or lower by
nationally recognized securities rating organizations). These investments
comprise approximately 6% of the fair value of our total investments as
of December 31, 2012 and generally provide higher expected returns,
but present greater risk and can be less liquid than investment grade
securities. A significant increase in defaults and impairments on our
fixed maturity investment portfolio could materially adversely affect
our results of operations and financial condition. See “Item 7A—
Quantitative and Qualitative Disclosures About Market Risk—Credit
Risk” for additional information on the composition of our fixed
maturity investment portfolio.

We currently invest in a small amount of equity securities (approximately
3% of the fair value of our total investments as of December 31, 2012).
However, we have had higher percentages in the past and may make
more such investments in the future. Investments in equity securities
generally provide higher expected total returns, but present greater
risk to preservation of capital than our fixed maturity investments.

If treasury rates or credit spreads were to increase, the Company
may have additional realized and unrealized investment losses and
increases in other-than-temporary impairments. The determination
that a security has incurred an other-than-temporary decline in value
requires the judgment of management. Inherently, there are risks and
uncertainties involved in making these judgments. Changes in facts,
circumstances, or critical assumptions could cause management to
conclude that further impairments have occurred. This could lead to
additional losses on investments. For further details on net investment
losses and other-than-temporary-impairments, please see Note 4 to the
Consolidated Financial Statements included elsewhere in this report.
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Derivative inscruments generally present greater risk than fixed maturity
investments or equity investments because of their greater sensitivity to
market fluctuations. Since August 1, 2003, we have been using derivative
instruments to manage the exposure to inflation risk created by our
preneed insurance policies that are tied to the CPI. The protection
provided by these derivative instruments begins at higher levels of
inflation. However, exposure can still exist due to potential differences
in the amount of business and the notional amount of the protection.
This could have a material adverse effect on our results of operations
and financial condition.

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

Our commercial mortgage loans on real estate investments (which
represented approximately 10% of the fair value of our total investments
as of December 31, 2012) are relatively illiquid. If we require extremely
large amounts of cash on short notice, we may have difficulty selling
these investments at attractive prices and/or in a timely manner.

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

In pricing our products and services, we incorporate assumptions
regarding returns on our investments. Accordingly, our investment
decisions and objectives are a function of the underlying risks and
product profiles of each of our operating segments. Market conditions
may not allow us to invest in assets with sufficiently high returns to
meet our pricing assumptions and profit targets over the long term.
If, in response, we choose to increase our product prices, our ability
to compete and grow may be diminished.

Environmental liability exf)o;ure may resu[;ﬁom
our commercial mortgage loan portfolio and real estate
investments.

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

We face risks associated with our international operations.

Our international operations face political, legal, operational and other
risks that we may not face in our domestic operations. For example,
we may face the risk of restrictions on currency conversion or the
transfer of funds; burdens and costs of compliance with a variety of
foreign laws; political or economic instability in countries in which we
conduct business, including possible terrorist acts; foreign exchange
rate fluctuations; diminished ability to legally enforce our contractual
rights; differences in cultural environments and unexpected changes in
regulatory requirements, including changes in regulatory treatment of
certain products; exposure to local economic conditions and restrictions
on the withdrawal of non-U.S. investment and earnings; and potentially
substantial tax liabilities if we repatriate the cash generated by our
international operations back to the U.S. If our business model is
not successful in a particular country, we may lose all or most of



our investment in that country. As we continue to expand in select
worldwide markets, our business becomes increasingly exposed to
these risks identified above.

In addition, as we engage with international clients, we have made
certain up-front commission payments, which we may not recover if
the business does not materialize as we expect. These up-front payments
are typically supported by various protections, such as letters of credit,
but there can be no guarantee that we will recover fully or timely and
amounts owed to us under such letters of credit or any other guaranties
or contractual arrangements. As our international business grows, we
rely increasingly on fronting carriers or intermediaries in other countries
to maintain their licenses and product approvals, satisfy local regulatory
requirements and continue in business.

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

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

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

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

In accordance with applicable income tax guidance, the Company
must determine whether its ability to realize the value of its deferred
tax asset in the future is classified as “more likely than not.” Under
the income tax guidance, a deferred tax asset should be reduced by a
valuation allowance if, based on the weight of all available evidence,
it is more likely than not that some portion of the deferred tax asset
will not be realized. The realization of deferred rax assets depends upon
the existence of sufficient taxable income of the same character during
the carryback or carryforward periods.

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

Fuilure to protect our clients’ confidential information
and privacy could result in the loss (;f reputation

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

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

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

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

Our business is dependent upon our ability to maintain the effectiveness
of existing technology systems, enhance technology to support the
Company’s business in an efficient and cost-effective manner, and keep
current with technological advances, evolving industry and regulatory
standards and customer needs. In addition, our ability to keep our
systems integrated with those of our clients is critical to the success of
our business. If we do not effectively maintain our systems and update
them to address technological advancements, our relationships and
ability to do business with our clients may be adversely affected. We
could also experience other adverse consequences, including unfavorable
underwriting and reserving decisions, internal control deficiencies and
security breaches resulting in loss of data. System development projects
may be more costly or time-consuming than anticipated and may not
deliver the expected benefits upon completion.

Failure to successfully manage outsourcing activities could
adversely affect our business.

As we continue to improve operating efficiencies across the business,
we have outsourced and may outsource selected functions to third
parties. We take steps to monitor and regulate the performance of these
independent third parties to whom the Company has outsourced these
functions. If these third parties fail to satisfy their obligations to the
Company as a result of their performance, changes in their operations,
financial condition or other matters beyond our control, the Company’s
operations, information, service standards and data could be compromised.
In addition, to the extent the Company outsources selected services or
functions to third parties outside the United States, the Company is
exposed to the risks that accompany operations in a foreign jurisdiction,
including international economic and political conditions, foreign laws
and fluctuations in currency values. For more information on the risks
associated with outsourcing to international third parties, please see
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Item 1A, “Risk Factors—Risks related to our business— We face risks
associared with our international operations.” If third party providers do not
perform as anticipated, we may not fully realize the anticipated economic
and other benefits of these outsourcing projects, which could adversely
affect our results of operations and financial condition.

System security risks, data protection breaches
and cyber-attacks could adversely affect our business
and results of operations.

Our information technology systems are vulnerable to threats from
computer viruses, natural disasters, unauthorized access, cyber attack
and other similar disruptions. Although we have network security
measures in place, experienced computer programmers and hackers may
be able to penetrate our network and misappropriate or compromise
confidential information, create system disruptions or cause shutdowns.

As an insurer, we receive and are required to protect confidential
information from customers, vendors and other third parties that may
include personal health or financial information. To the extent any
disruption or security breach results in a loss or damage to our dara,
or inappropriate disclosure of our confidential information or that of
others, it could cause significant damage to our reputation, affect our
relationships with our customers and clients, lead to claims against
the Company, result in regulatory action and ultimately harm our
business. In addition, we may be required to incur significant costs
to mitigate the damage caused by any security breach, or to protect
against future damage.

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

our profitability.

Our profitability could vary depending on our ability to predict and
price for benefits, claims and other costs including, but not limited
to, medical and dental costs, disability claims and the frequency and
severity of property claims. This ability could be affected by factors
such as inflation, changes in the regulatory environment, changes in
industry practices, changes in legal, social or environmental conditions,
new treatments or technologies. Political or economic conditions can
also affect the availability of programs on which our business may
rely to accurately predict benefits and claims. For example, Assurant
Employee Benefits pays disability claims to insureds who may also be
entitled to the payment of monthly disability benefits from the U.S.
Social Security Administration (the “SSA”). Under the insurance policy,
a portion, or the total amount, of the monthly benefit from the SSA
may be offset from the monthly disability benefit payable to the insured.

The inability to accurately predict and price for benefits, claims and
other costs could materially adversely affect our results of operations
and financial condition.

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

As part of our overall risk and capacity management strategy, we
purchase reinsurance for certain risks underwritten by our various
operating segments. Although the reinsurer is liable to us for claims
properly ceded under the reinsurance arrangements, we remain liable

20 ASSURANT, INC. - 2012 Form 10-K

to the insured as the direct insurer on all risks reinsured. Ceded
reinsurance arrangements therefore do not eliminate our obligation to
pay claims. We are subject to credit risk with respect to our ability to
recover amounts due from reinsurers. The inability to collect amounts
due from reinsurers could materially adversely affect our results of
operations and our financial condition.

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

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

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

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

On September 27, 2012, The Hartford announced that it had reached an
agreement to sell its Individual Life Operations to Prudential Financial,
Inc. (“Prudential”). Included in this transaction are the individual
life policies remaining in force that were originally transferred to The
Hartford as part of the sale of FFG. The assets backing the reserves
coinsured from The Hartford to Prudential continue to be held in trusts
or separate accounts, and we are subject to the risk that the trust and/
or separate account assets are insufficient to support the liabilities that
would revert to us. In addition, we face risks related to any administrative
system changes Prudential implements in administering the business.

The A.M. Best ratings of The Hartford and John Hancock are currently
A and A+, respectively. A.M. Best currently maintains a stable outlook
on John HancocK’s financial strength ratings. The Hartford’s rating is
under review with negative implications.

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



a resulting material adverse effect on our results of operations and
financial condition. In addition, third parties to whom we have sold
businesses in the past may in turn sell these businesses to other third
parties, and we could face risks related to the new administrative systems
and capabilities of these third parties in administering these businesses.

For more information on these arrangements, including the reinsurance
recoverables and risk mitigation mechanisms used, please see “Item
7A—Quantitative and Qualitative Disclosures About Market Risks—
Credit Risk.”

Due 1o the structure of our commission program,

we are exposed to risks related to the creditworthiness
and reporting systems of some of our agents, third
pzz:? administrators and clients in Assurant Solutions
and Assurant Specialty Property.

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

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

We face significant competitive éomsures in our businesses,

which could reduce our profitability.

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

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

Some of our competitors may have a lower target for returns on capital
allocated to their business than we do, which may enable them to
undercut our prices. In addition, in certain markets, we compete with
organizations that have a substantial market share. In particular, certain
large competitors of Assurant Health may be able to obtain favorable
financial arrangements from health care providers that are unavailable
to us, putting us at a competitive disadvantage and potentially adversely
affecting our revenues and profits.
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In addition, as financial institutions gain experience with debt protection
administration, their reliance on third party administrators, such as
Assurant Solutions may diminish, thereby reducing our revenues and
profits.

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

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

Historically, acquisitions and new ventures have played a significant
role in the growth of some of our businesses, and we expect them to
continue to play an important role in our profitable growth strategy. We
may not, however, be able to identify suitable acquisition candidates or
new venture opportunities or to finance or complete such transactions
on acceptable terms. Additionally, the integration of acquired businesses
may result in significant challenges, and we may be unable to accomplish
such integration smoothly or successfully.

There can be no assurance that any future acquisition will provide us
with the benefits that we anticipate when entering into the transaction.
Acquisitions entail a number of risks including, among other things,
inaccurate assessment of liabilities; difficulties in realizing projected
efficiencies, synergies and cost savings; difficulties in integrating systems
and personnel; failure to achieve anticipated revenues, earnings or cash
flow; an increase in our indebtedness; and 2 limitation in our ability
to access additional capital when needed. Our failure to adequately
address these acquisition risks could materially adversely affect our
results of operations and financial condition.

The inability of our subsidiaries to pay sufficient dividends
1o the holding company could prevent us from meeting
our obligations and paying future stockholder dividends.

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

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

Risks Related to Our Industry

For more information on the maximum amount our subsidiaries could
pay us in 2013 without regulatory approval, see “Item 5—Market For
Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities—Dividend Policy.”

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

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

The success of our business strategy depends

on the continuing service of key executives

and the members of our senior management team,

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

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

Reform of the health insurance industry could materially
reduce the profitability of certain of our businesses.

In March 2010, President Obama signed the Affordable Care Act into
law. Provisions of the Affordable Care Act and related reforms have and
will continue to become effective at various dates over the next several
years and will make sweeping and fundamental changes to the U.S.
health care system that are expected to significantly affect the health
insurance industry. For more information on the Affordable Care
Act and its impact on our Assurant Health and Assurant Employee
Benefits segments, please see Item 1, “Business—Regulation—Federal
Regulation—Patient Protection and Affordable Care Act.”

Among other requirements, the Affordable Care Act requires Assurant
Health, for some products, to increase benefits, to limit rescission
to cases of intentional fraud and, eventually, to insure pre-existing
conditions in all lines of insurance, among other things. If, for those
products, Assurant Health’s actual loss ratios fall short of required
minimum medical loss ratios (by state and legal entity), we are required
to rebate the difference to consumers. Please see “Item 7—Management’s
Discussion & Analysis—Critical Accounting Estimates—Health
Insurance Premium Rebate Liability” for more information about
the minimum medical loss ratio and the Company’s rebate estimate
calculations. In addition, the Affordable Care Act imposes limitations
on the deductibility of compensation and certain other payments.

Assurant Health has made, and continues to make, significant changes
to its operations and products to adapt to the new environment.
However, Assurant Health could be adversely affected if its plans for
operating in the new environment are unsuccessful or if there is less
demand than we expect for these products in the new environment.
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Uncertainty remains with respect to a number of provisions of the
Affordable Care Act, including the mechanics of the public and private
exchanges and the application of the Affordable Care Act’s requirements
to various types of health insurance plans. In addition, the lack of clarity
surrounding the mechanics of inclusion of pediatric dental coverage
in the package of essential health benefits could disrupt revenues in
our Assurant Employee Benefits business.

New guidance and regulations continue to be issued under the Affordable
Care Act. If our businesses are unable to adapt to current and/or future
requirements of the Affordable Care Act, or if significant uncertainty
continues with respect to implementation of the Affordable Care Act,
this could lead to a material reduction in their profitability.

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

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



disclosures to consumers; type, amount and valuation of investments;
assessments or other surcharges for guaranty funds and companies’
ability to recover assessments through premium increases; and market
conduct and sales practices.

For a discussion of various laws and regulations affecting our business,
please see ltem 1, “Business—Regulation.”

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

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

From time to time, we may be subject to a variety of legal and regulatory
actions relating to our current and past business operations, including,
but not limited to:

* actions by regulatory authorities that may challenge our ability to
increase or maintain our premium rates, require us to reduce premium
rates, impose fine or penalties and/or result in other fees;

disputes regarding our lender-placed insurance products including
those relating to rates, agent compensation, consumer disclosure,
continuous coverage requirements, loan tracking services and other
services that we provide to mortgage servicers;

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

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

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

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

disputes alleging bundling of credit insurance and warranty products
with other products provided by financial institutions;

disputes with tax and insurance authorities regarding our tax liabilities;

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

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

As previously disclosed, in fall 2011, Assurant, along with other insurers
and with mortgage servicers, received a request for information from
the New York Department of Financial Services (the “NYDFS”)
regarding its lender-placed insurance business. In February 2012,
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the Company and two of its wholly owned insurance subsidiaries,
American Security Insurance Company (“ASIC”) and American
Bankers Insurance Company of Florida, received subpoenas from the
NYDES regarding the Company’s lender-placed insurance business and
related document retention practices. Over the next several months,
the Company responded to the subpoenas, participated in depositions,
responded to additional information requests from the NYDFS on the
Company’s lender-placed insurance program and, along with other
companies in the industry, participated in public hearings conducted
by the NYDFS. The Company was subsequently served with an order
by the NYDFS requiring the Company to propose and justify amended
rates for its lender-placed insurance products sold in the State of New
York, to which it responded in early July 2012. The Company has since
engaged in discussions with the NYDES concerning its lender-placed
insurance program in the State of New York. Proposed changes to
the program would affect annual lender-placed hazard and real estate
owned policies issued in the State of New York, which accounted for
approximately $79,000 and $64,000 of Assurant Specialty Property’s
net earned premiums for the years ended December 31, 2012 and
2011, respectively. The Company’s discussions with the NYDFS
concerning this matter are continuing. While the Company cannot
predict the outcome of these discussions, such outcome could have a
material adverse effect on the results of operations of Assurant Specialty
Property and/or the consolidated Company.

As the Company disclosed on October 22, 2012, ASIC reached an
agreement with the California DOI to reduce premium rates for
lender-placed hazard insurance products by 30.5%. This rate reduction
reflects factors specific to California such as continued favorable loss
experience in the state and different assumptions about future experience
compared to our previous rate filing. The new rates in California began
to apply to all policies issued or renewed with effective dates on or after
January 19, 2013. ASIC recorded approximately $111,000 of net earned
premiums ($154,000 of gross written premium) for full year 2012 for
the type of policies subject to the rate reduction. The actual effect of
the California rate decrease on the Company’s net earned premiums
and net income over the course of 2013 and beyond will depend on
a variety of factors, including the Company’s mix of lender-placed
insurance products, lapse rates, rate and timing of renewals, placement
rates, changes in client contracts and actual expenses incurred.

As previously disclosed, Assurant Specialty Property’s business strategy
has been to pursue long-term growth in lender-placed homeowners
insurance and adjacent markets with similar characteristics, such as
lender-placed flood insurance and lender-placed mobile home insurance.
Lender-placed insurance products accounted for approximately 71%
of Assurant Specialty Property’s net earned premiums for full year
2012 and 70% for full year 2011. The approximate corresponding
contributions to segment net income in these periods were 90% and
100%, respectively. The portion of total segment net income attributable
to lender-placed products may vary substantially over time depending
on the frequency, severity and location of catastrophic losses, the cost
of catastrophe reinsurance and reinstatement coverage, the variability
of claim processing costs and client acquisition costs, and other factors.
In addition, we expect placement rates for these products to decline.

The Company files rates with the state departments of insurance in
the ordinary course of business. As previously disclosed, in addition
to this routine correspondence, the Company has been engaged in
discussions and proceedings with certain state regulators regarding
our lender-placed insurance business. Because assumptions used in
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rate filings vary by state as a result of differing regulatory requirements,
expected loss experience and catastrophe exposure, the results of such
reviews may vary widely. It is possible that other state departments of
insurance and regulatory authorities may choose to initiate or continue
to review the appropriateness of the Company’s premium rates for its
lender-placed insurance products. If in the aggregate further reviews by
state departments of insurance lead to significant decreases in premium
rates for the Company’s lender-placed insurance products, our results
of operations could be materially adversely affected.

Unfavorable outcomes in litigation or regulatory proceedings, or
significanc problems in our relationships with regulators, could materially
adversely affect our results of operations and financial condition, our
reputation, our ratings, and our ability to continue to do business.
They could also expose us to further investigations or litigations. In
addition, certain of our clients in the mortgage and credit card and
banking industries are the subject of various regulatory investigations
and/or litigation regarding mortgage lending practices, credit insurance,
debt-deferment and debt cancelation products, and the sale of ancillary
products, which could indirectly affect our businesses.

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

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

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

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

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

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

* enhanced or new regulatory requirements intended to prevent future
financial crises or to otherwise ensure the stability of institutions;

® new liccnsing requirements;
* restrictions on the ability to offer certain types of insurance products;

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

* more stringent standards of review for claims denials or coverage
determinations;
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* guaranteed-issue requirements restricting our ability to limit or deny
coverage;

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

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

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

* new or enhanced regulatory requirements that require insurers to
pay claims on terms other than those mandated by underlying policy
contracts; and

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

In recent years, significant attention has been focused on the procedures
that life insurers follow to identify unreported death claims. In
November 2011, the National Conference of Insurance Legislators
(“NCOIL”) proposed a model rule that would govern unclaimed
property policies for insurers and mandate the use of the U.S. Social
Security Administration’s Death Master File (the “Death Master File”) to
identify deceased policyholders and beneficiaries. Certain state insurance
regulators have also focused on this issue. For example, the NYDFES
issued a letter requiring life insurers doing business in New York to
use data from the Death Master File to search proactively for deceased
policyholders and to pay claims without the receipt of a valid claim
by or on behalf of a beneficiary. In 2011, the Company evaluated the
impact of the NCOIL model rule and established reserves for additional
claim liabilities in certain of its businesses, including a $7,500 reserve
increase in its preneed business for unreported claims. It is possible that
existing reserves may be inadequate and need to be increased and/or
that the Company may be required to establish reserves for businesses
the Company does not currently believe are subject to the NCOIL
model rule or any similar regulatory requirement. In addition, it is
possible that these regulators or regulators in other states may adopt
regulations similar to the NCOIL model rule or to the requirements
imposed by the NYDEFS.

Recently, regulators in certain states have hired third party auditors to
audit the unclaimed property records of insurance companies operating
in those states. Among other companies, the Company is currently
subject to these audits in a number of states.

Several proposals are currently pending to amend state insurance holding
company laws to increase the scope of insurance holding company
regulation. These include model laws proposed by the International
Association of Insurance Supervisors and the NAIC that provide
for uniform standards of insurer corporate governance, group-wide
supervision of insurance holding companies, adjustments to risk-based
capital ratios, and additional regulatory disclosure requirements for
insurance holding companies. In addition, the NAIC has proposed a
“Solvency Modernization Initiative” that focuses on capital requirements,
corporate governance and risk management, statutory accounting and
financial reporting, and reinsurance. Similarly, the Solvency 11 Directive,
which was adopted in the European Union on November 25, 2009



and is expected to become effective in the coming years, reforms the
insurance industry’s solvency framework, including minimum capital
and solvency requirements, governance requirements, risk management
and public reporting standards.

We cannot predict the effect of these or any other regulatory initiatives
on the Company at this time, but it is possible that they could have
a material adverse effect on the Company’s results of operations and
financial condition.

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

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

to negative publicity.

We may also be negatively affected if another company in one of our
industries or in a related industry engages in practices resulting in
increased public attention to our businesses. Negative publicity may

Risks Related to Our Common Stock
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also result from judicial inquiries, unfavorable outcomes in lawsuits,
or regulatory or governmental action with respect to our products,
services and industry commercial practices. Negative publicity may
cause increased regulation and legislative scrutiny of industry practices
as well as increased litigation or enforcement action by civil and criminal
authorities. Additionally, negative publicity may increase our costs of
doing business and adversely affect our profitability by impeding our
ability to market our products and services, constraining our ability
to price our products appropriately for the risks we are assuming,
requiring us to change the products and services we offer, or increasing
the regulatory burdens under which we operate.

The insurance industry can be cyclical, which may affect
our results.

Certain lines of insurance that we write can be cyclical. Although no
two cycles are the same, insurance industry cycles have typically lasted
for periods ranging from two to ten years. In addition, the upheaval in
the global economy in recent years has been much more widespread
and has affected all the businesses in which we operate. We expect to
see continued cyclicality in some or all of our businesses in the future,
which may have a material adverse effect on our results of operations
and financial condition.

Given the recent economic climate, our stock may be subject
10 stock price and trading volume volatility. The price of our
common stock could fluctuate or decline significantly and
you could lose all or part of your investment.

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

Applicable lows, our certificate of incorporation

and by-laws, and contracr provisions may discourage
takeovers and business combinations that some stockholders
might consider to be in their best interests.

State laws and our certificate of incorporation and by-laws may delay, defer,
prevent or render more difficult a takeover attempt that our stockholders
might consider in their best interests. For example, Section 203 of the
General Corporation Law of the State of Delaware may limit the ability of
an “interested stockholder” to engage in business combinations with us. An
interested stockholder is defined to include persons owning 15% or more
of our outstanding voting stock. These provisions may also make it difficult

for stockholders to replace or remove our directors, facilitating director
enhancement that may delay, defer or prevent a change in control. Such
provisions may prevent our stockholders from receiving the benefit from any
premium to the market price of our common stock offered by a bidder in
a takeover context. Even in the absence of a takeover attemprt, the existence
of these provisions may adversely affect the prevailing market price of our
common stock if they are viewed as discouraging future takeover attempts.

Our certificate of incorporation or by-laws also contain provisions that
permit our Board of Directors to issue one or more series of preferred stock,
prohibit stockholders from filling vacancies on our Board of Directors,
prohibit stockholders from calling special meetings of stockholders and from
taking action by written consent, and impose advance notice requirements
for stockholder proposals and nominations of directors to be considered
at stockholder meetings.

Additionally, applicable state insurance laws may require prior approval of an
application to acquire control of a domestic insurer. State statutes generally
provide that control over a domestic insurer is presumed to exist when any
person directly or indirectly owns, controls, has voting power over, or holds
proxies representing, 10% or more of the domestic insurer’s voting securities.
However, the State of Florida, in which some of our insurance subsidiaries
are domiciled, sets this threshold at 5%. Because a person acquiring 5% ox
more of our common stock would indirectly control the same percentage of
the stock of our Florida subsidiaries, the insurance change of control laws
of Florida would apply to such transaction and at 10% the laws of many
other states would likely apply to such a transaction. Prior to granting such
approval, a state insurance commissioner will typically consider such factors
as the financial strength of the applicant, the integrity of the applicant’s
board of directors and executive officers, the applicant’s plans for the future
operations of the domestic insurer and any anti-competitive results that may
arise from the consummation of the acquisition of control.
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We may also, under some circumstances involving a change of control,
be obligated to repay our outstanding indebtedness under our revolving
credit facility and other agreements. We or any possible acquirer may not
have available financial resources necessary to repay such indebtedness in
those circumstances, which may constitute an event of default resulting
in acceleration of indebtedness and potential cross-default under other

agreements. The threat of this could have the effect of delaying or preventing
transactions involving a change of control, including transactions in which
our stockholders would receive a substantial premium for their shares over
then-current market prices, or which they otherwise may deem to be in
their best interests.

ITEM 1B Unresolved Staff Comments

None.

ITEM 2 Properties

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

ITEM 3 Legal Proceedings

The Company is involved in litigation in the ordinary course of
business, both as a defendant and as a plaintiff and may from time to
time be subject to a variety of legal and regulatory actions relating to
our current and past business operations. See Note 24 to the Notes to
Consolidated Financial Statements for a description of certain matters,
which description is incorporated herein by reference. Although the
Company cannot predict the outcome of any pending or future

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

litigation, examination or investigation, it is possible that the outcome
of such matters could have a material adverse effect on the Company’s
consolidated results of operations or cash flows for an individual
reporting period. However, based on currently available information,
management does not believe that any pending matter is likely to
have a material adverse effect, individually or in the aggregate, on the
Company’s financial condition.

ITEM 4 Mine Safety Disclosures

Not applicable.
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Stock Performance Graph
The following chart compares the total stockholder returns (stock price and S&P 500 Multi-Line Insurance Index, as the published industry
increase plus dividends paid) on our common stock from December 31, indexes. The graph assumes that the value of the investment in the

2007 through December 31, 2012 with the total stockholder returns common stock and each index was $100 on December 31, 2007 and
for the S&P 400 Midcap Index and the S&P 500 Index, as the broad thar all dividends were reinvested.
equity market indexes, and the S&P 400 Multi-Line Insurance Index

Comparison of Cumulative Total Return
$150

$0

12/31/07 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12
-l Assurant, Inc "" S&P 500 Index L S&P MidCap 400 Index I S&P 500 Multi-line Insurance Index ~©O~ S&P 400 Multi-line Insurance Index

TOTAL VALUES/RETURN TO STOCKHOLDERS (Includes reinvestment of dividends)

Base Period Indexed Values Years Ending
Company / Index 12/31/07 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12
Assurant, Inc. 100 45.42 45.67 60.79 66.00 57.05
S&P 500 Index 100 63.00 79.67 91.68 93.61 108.59
S&P 400 MidCap Index 100 63.77 87.61 110.94 109.02 128.51
S&P 500 Multi-line Insurance Index* 100 11.33 15.44 19.03 13.88 17.58
S&P 400 Multi-line Insurance Index* 100 70.93 81.94 96.01 104.25 125.00
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Annual Return Percentage Years Ending

Company / Index 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12
Assurant, Inc. (54.58) 0.56 33.09 8.58 (13.56)
S&P 500 Index (37.00) 26.46 15.06 2.11 16.00
S&P 400 MidCap Index (36.23) 37.38 26.64 (1.73) 17.88
S&P 500 Multi-line Insurance Index* (88.67) 36.35 23.23 (27.09) 26.70
S&P 400 Multi-line Insurance Index* (29.07) 15.52 17.17 8.58 19.90

* SerP 400 Multi-line Insurance Index is comprised of mid-cap companies, while the SerP 500 Multi-line Insurance Index is comprised of large-cap companies.

Common Stock Price

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

Year Ended December 31, 2012 High Low Dividends
First Quarter $ 4439 $ 38.05 $ 0.18
Second Quarter $ 40.80 $ 3257 % 0.21
Third Quarter $ 38.16 $ 33.06 % 0.21
Fourth Quarter $ 41.00 $ 33.83 $ 0.21
Year Ended December 31, 2011 High Low Dividends
First Quarter $ 4171 $ 3783 $ 0.16
Second Quarter $ 40.03 $ 34.48 $ 0.18
Third Quarter $ 36.64 % 31.23 § 0.18
Fourth Quarter $ 41.38 $ 34.07 $ 0.18

Holders

On February 15, 2013, there were approximately 275 registered holders of record of our common stock. The closing price of our common stock
on the NYSE on February 15, 2013 was $41.84.

Please see Item 12 of this report for information about our equity compensation plans.

Shares Repurchased
Total Number of Shares Approximate Dollar Value
Total Number of Average Price Purchased as Part of Publicly of Shares that may yet be
Period in 2012 Shares Purchased Paid Per Share Announced Programs"” Purchased under the Programs
January 1 - January 31 978,000 $ 39.50 978,000 $ 266,777
February 1 ~ February 28 528,000 43.37 528,000 243,890
March 1 — March 31 912,000 41.47 912,000 206,083
Total first quarter 2,418,000 $ 41.09 2,418,000 206,083
April 1 - April 30 912,800 39.58 912,800 169,973
May 1 — May 31 1,062,000 34.58 1,062,000 733,275
June 1 - June 30 2,581,021 33.83 2,581,021 646,017
Total second quarter 4,555,821 $ 35.15 4,555,821 646,017
July 1 = July 31 1,444,639 34.52 1,444,639 596,170
August 1 — August 31 180,000 34.78 180,000 589,914
September 1 — September 30 1,449,000 37.07 1,449,000 536,235
Total third quarter 3,073,639 $ 35.75 3,073,639 536,235
October 1 - October 31 852,000 39.15 852,000 502,900
November 1 — November 30 0 0 0 502,900
December 1 — December 31 0 0 0 502,900
Total fourth quarter 852,000 $ 39.15 852,000 502,900
TOTAL THROUGH DECEMBER 31 10,899,460 $ 36.95 10,899,460 $ 502,900

(1) Shares purchased pursuant to the January 18, 2011 publicly announced share repurchase authorization of up to $600,000 of ousstanding common stock, which was increased by an
authorization on May 14, 2012, for the repurchase of up to an additional $600,000 of outstanding common stock.
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On January 11, 2013, our Board of Directors declared a quarterly
dividend of $0.21 per common share payable on March 11, 2013 to
stockholders of record as of February 25, 2013. We paid dividends
of $0.21 on December 10, 2012, September 11, 2012 and June 12,
2012, and $0.18 per common share on March 12, 2012. We paid
dividends of $0.18 on December 12, 2011, September 13, 2011 and
June 7, 2011 and $0.16 per common share on March 14, 2011. Any
determination to pay future dividends will be at the discretion of our
Board of Directors and will be dependent upon: our subsidiaries’
payment of dividends and/or other statutorily permissible payments
to us; our results of operations and cash flows; our financial position
and capital requirements; general business conditions; any legal, tax,
regulatory and contractual restrictions on the payment of dividends;
and any other factors our Board of Directors deems relevant.

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

dividends.” For the calendar year 2013, the maximum amount of
dividends that our regulated U.S. domiciled insurance subsidiaries could
pay to us under applicable laws and regulations without prior regulatory
approval is approximately $524,000. Dividends or returns of capital
paid by our subsidiaries, net of infusions, totaled $581,908 in 2012.

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

Payments of dividends on shares of common stock are subject to
the preferential rights of preferred stock that our Board of Directors
may create from time to time. There is no preferred stock issued
and outstanding as of December 31, 2012. For more information
regarding restrictions on the payment of dividends by us and our
insurance subsidiaries, including pursuant to the terms of our revolving
credit facilities, see “Item 7—Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Liquidity and
Capital Resources.”

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

the facility.

ITEM 6 Selected Financial Data

ASSURANT, INC.
FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA

As of and for the years ended December 31,

2012 2011 2010 2009 2008
Consolidated Statement of Operations Data:
Revenues
Net earned premiums and other considerations $ 7,236,984 $ 7,125,368 $ 7,403,039 $ 7,550,335 § 7,925,348
Net investment income 713,128 689,532 703,190 698,838 774,347
Net realized gains (losses) on investments” 64,353 32,580 48,403 (53,597) (428,679)
Amortization of deferred gain on disposal of
businesses 18,413 20,461 10,406 22,461 29,412
Fees and other income 475,392 404,863 362,684 482,464 300,800
Total revenues 8,508,270 8,272,804 8,527,722 8,700,501 8,601,228
Benefits, losses and expenses
Policyholder benefits”? 3,655,404 3,749,734 3,635,999 3,863,447 4,020,259
Amortization of deferred acquisition costs and
value of businesses acquired 1,403,215 1,327,788 1,401,569 1,467,141 1,522,312
Underwriting, general and administrative expenses 2,631,594 2,428,795 2,516,622 2,511,955 2,434,127
Interest expense 60,306 60,360 60,646 60,669 60,953
Goodwill impairment® 0 0 306,381 83,000 0
Total benefits, losses and expenses 7,750,519 7,566,677 7,921,217 7,986,212 8,037,651
Income before provision for income taxes 757,751 706,127 606,505 714,289 563,577
Provision for income taxes” 274,046 167,171 327,898 280,929 116,411
NET INCOME $ 483,705 $ 538,956 $ 278,607 $ 433,360 $ 447,166
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As of and for the years ended December 31,

2012 2011 2010 2009 2008
Earnings per share:
Basic
NET INCOME $ 574 $ 5.58 $ 252 $ 3.67 $ 3.79
Diluted
NET INCOME $ 5.67 $ 5.51 $ 2.50 $ 3.66 $ 3.76
DIVIDENDS PER SHARE $ 0.81 $ 0.70 $ 0.63 $ 059 % 0.54
Share data:
Weighted average shares outstanding used in basic
per share calculations 84,276,427 96,626,306 110,632,551 118,036,632 118,005,967
Plus: Dilutive securities 1,030,638 1,169,003 840,663 459,008 968,712
WEIGHTED AVERAGE SHARES USED
IN DILUTED PER SHARE CALCULATIONS 85,307,065 97,795,309 111,473,214 118,495,640 118,974,679
Selected Consolidated Balance Sheet Data:
Cash and cash equivalents and investments $ 15,885,722 § 15,192,878 $ 14,670,364 $ 14,476,384 § 13,107,476
Total assets $ 28,946,607 $ 27,019,862 $ 26,345,501 $ 25,814,258 3 24,468,894
Policy liabilities'™ $ 18,666,355 $ 17,278,342 $ 16,616,206 § 15,969,204  $ 15,907,006
Debt $ 972,399 § 972,278 $ 972,164 $ 972,058 % 971,957
Mandatorily redeemable preferred stock $ 0 $ 03 5,000 $ 8,160 § 11,160
Total stockholders’ equity $ 5,185,366 $ 4,873,950 $ 4,633,136 $ 4,707,158 $ 3,563,042
Per share data:
Total book value per share® $ 64.93 § 54.31 $ 44.88 $ 40.03 $ 30.29
(1) Included in net realized gains (losses) are other-than-temporary impairments of $1,843, $7.836, $11,167, $38,660 and $340,153 for 2012, 2011, 2010, 2009 and 2008,

respectively.

(2) During 2012, we incurred losses of $250,206, mainly associated with Superstorm Sandy. During 2011, we incurred losses of $157,645 associated with Hurricane Irene, Tropical
Storm Lee, wildfires in Texas and severe storms, including tornados in the southeast. During 2008, we incurred losses of $132,615 associated with Hurricanes Gustav and Tke.
Reportable catastrophe losses include only individual catastrophic events that generated losses to the Company in excess of $5,000, pre-tax and ner of reinsurance.

(3) Eollowing the completion of our annual goodwill impairment analysis, we recorded an impairment charge of $306,381 related to Assurant Employee Benefits and Assurant Health
and a charge of $83,000 related to Assurant Employee Bencfits during the fourth quariers of 2010 and 2009, respectively. The impairment charges resulted in a decrease 10 net income
but did not have any related tax benefir.

(4) During 2011, we had an $80,000 release of a capital los: valuation allowance related vo deferred 1ax assets. During 2008, we recorded a $84,864 1ax benefit due 1o the sale of a
non-operating subsidiary and the related deferred tax assets on a capital loss carryover.

(5) Prﬁ/i(y liabilities include future po/iq' benefits and expenses. unearned preminms and claims and bem’ﬁts pz{yﬂb[a

(6) Total stockholders' equity divided by the basic shares of common stock outstanding. Ar December 31, 2012, 2011, 2010, 2009 and 2008 there were 79,866,858, 89,743,761,
103,227,238, 117,591,250 and 117,640,936 shares, respectively, of comman stock outstanding.

ITEM 7 Managements Discussion and Analysis of

Financial Condition and Results of Operations

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

We report our results through five segments: Assurant Solutions, Assurant
Specialty Property, Assurant Health, Assurant Employee Benefits, and
Corporate and Other. The Corporate and Other segment includes
activities of the holding company, financing and interest expenses, net
realized gains (losses) on investments and interest income earned from
short-term investments held. The Corporate and Other segment also
includes the amortization of deferred gains associated with the sales
of FFG and LTC, through reinsurance agreements as described below.

Executive Summary

The following discussion covers the twelve months ended
December 31, 2012 (“Twelve Months 20127), twelve months ended
December 31, 2011 (“Twelve Months 20117) and twelve months
ended December 31, 2010 (“Twelve Months 2010”). Please see the
discussion that follows, for each of these segments, for a more detailed
analysis of the fluctuations.

Consolidated net income decreased $55,251, or 10%, to $483,705 for
Twelve Months 2012 from $538,956 for Twelve Months 2011. The
decrease is primarily due to an $80,000 release of a capital loss valuation
allowance related to deferred tax assets during Twelve Months 2011.
Partially offsetting this item was improved net income in our Assurant
Health and Assurant Employee Benefits segments and an increase of
$20,652 (after-tax) in net realized gains on investments. Twelve Months
2012 includes $162,634 (after-tax) of Assurant Specialty Property
reportable catastrophe losses, primarily due to Superstorm Sandy,
compared to $102,469 (after-tax) of reportable catastrophe losses in
Twelve Months 2011. Higher catastrophe losses in Twelve Months
2012 were offset by growth in lender-placed homeowners ner earned
premiums and lower non-catastrophe losses.

Assurant Solutions net income decreased $12,297, or 9%, to $123,753
for Twelve Months 2012 from $136,050 for Twelve Months 2011. This
decrease was largely due to a fourth quarter charge of $20,373 (after-
tax) for the impairment of certain other intangible assets established
primarily in connection with acquisitions of two U.K. mortgage
insurance brokers in 2007, and a fourth quarter workforce restructuring
charge of $7,724 (after-tax) primarily relating to our domestic credit
and European operations. Twelve Months 2012 also included $6,362
(after-tax) of income from client related settlements.

Absent these items, international results improved primarily from
continued growth and favorable experience in Latin America. Overall,
Assurant Solutions international combined ratio was 104.8%. In 2013,
we expect this combined ratio to continue to improve primarily from
expected profitable growth in Latin America and additional expense
initiatives in Europe.

Domestic results declined primarily from the previously disclosed loss
of a mobile client, effective October 2012, increased expenses in our
mobile and vehicle services businesses to enhance our technology platform
and support new business growth, and less favorable underwriting
experience in our service contract business. These factors increased our
domestic combined ratio to 98.9%. We expect the domestic combined
ratio to remain near our target of 98.0% in 2013.

Fee income and sales from our preneed business also improved during
Twelve Months 2012, primarily due to our strong relationship with SCL

Overall, we expect modest premium growth at Assurant Solutions in
2013. We also expect to continue our expense management initiatives
in this segment.

Assurant Specialty Property net income increased $1,228, or less
than 1%, to $304,951 for Twelve Months 2012 from $303,723 for
Twelve Months 2011. The increase is due to increased lender-placed
homeowners net earned premiums, growth in our multifamily housing
business and lower non-catastrophe losses, mainly offset by an increase
in reportable catastrophe losses of $60,165 (after-tax). The growth
in net earned premiums was driven by lender-placed loan portfolio
additions and increased placement rates.

Our placement rate for Twelve Months 2012 was 2.87% compared
to 2.75% in Twelve Months 2011. The 2.87% placement rate is high,
compared to historical standards, due to the impact of the new loan
portfolios added throughout 2012. We expect placement rates in the
near term to fluctuate, reflecting the state of the housing market and
the changing composition of our tracked loan portfolios, but we expect
placement rates to ultimately decline as the housing market stabilizes.

In late 2012, we began a multi-phased roll-out of our new next generation
product to respond to the changed environment following the housing
crisis. Features of the product include: expanded geographic rating,
added premium rating flexibility and continued enhancements to our
customer notification process. Our next generation product is available
in 14 states and we expect to implement it in 14 more states by the end
of the second quarter 2013, with a full roll-out to all other states by the
end of 2013. As we have disclosed, we continue to engage in discussions
with various state and federal regulatory departments regarding our
lender-placed insurance program. For additional detail on certain of
these discussions please refer to Assurant Specialty Property’s results
of operations section further below in this Item 7.

For 2013, we expect Assurant Specialty Property’s revenue to increase
slighty from 2012 due to growth in our lender-placed portfolio and
