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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

p  Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2011

OR

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Assurant, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 001-31978 39-1126612
(State or other jurisdiction (Commission (LR.S. Employer
of incorporation) File Number) Identification No.)

One Chase Manhattan Plaza, 41st Floor
New York, New York 10005
(212) 859-7000
(Address, including zip code, and telephone number, including

area code, of Registrant s Principal Executive Offices)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). YES p NO ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer b Accelerated filer

Non-accelerated filer  ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES © NO p

The number of shares of the registrant s Common Stock outstanding at July 29, 2011 was 94,467,970.
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Consolidated Balance Sheets (unaudited)

At June 30, 2011 and December 31, 2010

Assets

Investments:

Fixed maturity securities available for sale, at fair value (amortized cost $9,942,019 in 2011 and
$10,009,320 in 2010)

Equity securities available for sale, at fair value (cost $447,752 in 2011 and $452,648 in 2010)
Commercial mortgage loans on real estate, at amortized cost

Policy loans

Short-term investments

Collateral held/pledged under securities agreements

Other investments

Total investments

Cash and cash equivalents

Premiums and accounts receivable, net
Reinsurance recoverables

Accrued investment income

Deferred acquisition costs

Property and equipment, at cost less accumulated depreciation
Deferred income taxes, net

Goodwill

Value of business acquired

Other intangible assets, net

Other assets

Assets held in separate accounts

Total assets

See the accompanying notes to the consolidated financial statements

2
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June 30, 2011

December 31, 2010

(in thousands except number of
shares and per share amounts)

$ 10,637,406
481,688
1,313,326
55,563
447,013
92,633
566,026

13,593,655

1,135,099
612,522
5,151,407
148,310
2,565,013
254,257
88,592
640,638
75,864
348,683
189,868
1,975,847

$ 26,779,755

$

$

10,612,552
466,954
1,320,964
56,142
358,702
136,589
567,945

13,519,848

1,150,516
542,927
4,997,316
147,069
2,493,422
267,169
76,430
619,779
82,208
311,509
188,454
2,000,371

26,397,018
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Assurant, Inc.

Consolidated Balance Sheets (unaudited)

At June 30, 2011 and December 31, 2010

June 30, 2011 December 31, 2010
(in thousands except number of
shares and per share amounts)

Liabilities

Future policy benefits and expenses $ 8,212,705 $ 8,105,153
Unearned premiums 5,245,001 5,063,999
Claims and benefits payable 3,438,474 3,351,169
Commissions payable 260,235 275,409
Reinsurance balances payable 102,848 104,333
Funds held under reinsurance 61,768 65,894
Deferred gain on disposal of businesses 144,254 154,493
Obligation under securities agreements 93,125 137,212
Accounts payable and other liabilities 1,397,302 1,339,582
Tax payable 41,702
Debt 972,220 972,164
Mandatorily redeemable preferred stock 5,000
Liabilities related to separate accounts 1,975,847 2,000,371
Total liabilities 21,903,779 21,616,481

Commitments and contingencies (Note 15)

Stockholders equity
Common stock, par value $0.01 per share, 800,000,000 shares authorized, 94,994,982 and

102,000,371 shares outstanding at June 30, 2011 and December 31, 2010, respectively 1,457 1,453

Additional paid-in capital 3,003,524 2,993,957

Retained earnings 3,537,946 3,264,025

Accumulated other comprehensive income 381,273 285,524

Treasury stock, at cost; 50,750,678 and 43,344,638 shares at

June 30, 2011 and December 31, 2010, respectively (2,048,224) (1,764,422)
Total stockholders equity 4,875,976 4,780,537

Total liabilities and stockholders equity $ 26,779,755 $ 26,397,018

See the accompanying notes to the consolidated financial statements
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Consolidated Statement of Operations (unaudited)

Three and Six Months Ended June 30, 2011 and 2010

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands except number of shares and per share amounts)
Revenues
Net earned premiums and other considerations $ 1,768,308 $ 1,849,895 $ 3,530,320 $ 3,756,538
Net investment income 173,844 175,196 345,717 349,210
Net realized gains on investments, excluding
other-than-temporary impairment losses 17,502 21,107 22,858 26,425
Total other-than-temporary impairment losses (1,191) 973) (3,145) (1,879)
Portion of net gain recognized in other comprehensive income,
before taxes (265) (982) 110 921)

Net other-than-temporary impairment losses recognized in

earnings (1,456) (1,955) (3,035) (2,800)
Amortization of deferred gain on disposal of businesses 5,105 6,024 10,239 12,105
Fees and other income 99,584 90,027 193,459 166,672
Total revenues 2,062,887 2,140,294 4,099,558 4,308,150

Benefits, losses and expenses

Policyholder benefits 988,197 905,316 1,882,707 1,833,312
Amortization of deferred acquisition costs and value of business

acquired 362,013 362,117 716,613 767,301
Underwriting, general and administrative expenses 565,674 604,244 1,123,475 1,175,393
Interest expense 15,075 15,161 30,206 30,322
Total benefits, losses and expenses 1,930,959 1,886,838 3,753,001 3,806,328
Income before (benefit) provision for income taxes 131,928 253,456 346,557 501,822
(Benefit) provision for income taxes (33,932) 88,781 38,956 179,924
Net income $ 165,860 $ 164,675 $ 307,601 $ 321,898

Earnings Per Share

Basic $ 1.70 $ 1.47 $ 3.09 $ 2.82
Diluted $ 1.68 $ 1.46 $ 3.06 $ 2.80
Dividends per share $ 0.18 $ 0.16 $ 0.34 $ 0.31
Share Data

Weighted average shares outstanding used in basic per share

calculations 97,713,045 111,893,858 99,444,311 114,341,824
Plus: Dilutive securities 977,069 821,259 954,821 749,408
Weighted average shares used in diluted per share calculations 98,690,114 112,715,117 100,399,132 115,091,232
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Table of Contents



Edgar Filing: ASSURANT INC - Form 10-Q

Table of Conten

Assurant, Inc.

Consolidated Statement of Stockholders Equity (unaudited)

From December 31, 2010 through June 30, 2011

Common
Stock

Balance, December 31, 2010 $ 1,453
Stock plan exercises 4
Stock plan compensation expense

Change in tax benefit from share-based payment
arrangements

Dividends

Acquisition of common stock

Comprehensive income:

Net income

Other comprehensive income:

Net change in unrealized gains on securities, net of

taxes of $(35,757)

Net change in other-than-temporary impairment

gains recognized in other comprehensive income,

net of taxes of $(3,452)

Net change in foreign currency translation, net of

taxes of $(3,298)

Amortization of pension and postretirement

unrecognized net periodic benefit cost, net of taxes

of $(3,122)

Total other comprehensive income
Total comprehensive income

Balance, June 30, 2011 $ 1,457

. Accumulated
Additional Other
Paid-in Retained Comprehensive Treasury
Capital Earnings Income Stock Total

(in thousands except number of shares and per share amounts)
$2,993,957 $3,264,025 $ 285,524  $(1,764,422) $4,780,537
(2,388) (2,384)
15,413 15,413
(3,458) (3,458)
(33,680) (33,680)
(283,802) (283,802)

307,601 307,601

66,385 66,385

6,411 6,411

17,175 17,175

5,778 5,778
95,749
403,350

$3,003,524  $3,537,946 $ 381,273  $(2,048,224) $4,875,976

See the accompanying notes to the consolidated financial statements
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Assurant, Inc.

Consolidated Statement of Cash Flows (unaudited)

Six Months Ended June 30, 2011 and 2010

Six Months Ended
June 30,
2011 2010
(in thousands)
Net cash provided by operating activities $ 323,751 $ 318,284
Investing activities
Sales of:
Fixed maturity securities available for sale 898,199 903,107
Equity securities available for sale 32,586 52,130
Property and equipment and other 3,188 46
Maturities, prepayments, and scheduled redemption of:
Fixed maturity securities available for sale 548,565 338,003
Purchases of:
Fixed maturity securities available for sale (1,322,244) (1,557,907)
Equity securities available for sale (24,524) (15,965)
Property and equipment and other (17,041) (27,832)
Subsidiary, net of cash transferred (45,080) (6,735)
Change in commercial mortgage loans on real estate 8,265 45,053
Change in short-term investments (85,115) 36,804
Change in other invested assets (10,446) (40,318)
Change in policy loans 647 240
Change in collateral held under securities lending 29,806 85,521
Net cash provided by (used in) investing activities 16,806 (187,853)
Financing activities
Repayment of mandatorily redeemable preferred stock (5,000)
Change in tax benefit from share-based payment arrangements (3,458) (6,490)
Acquisition of common stock (286,791) (312,814)
Dividends paid (33,680) (35,464)
Change in obligation under securities lending (29,806) (85,521)
Change in receivables under securities loan agreements 14,370
Change in obligations to return borrowed securities (14,281)
Net cash used in financing activities (358,646) (440,289)
Effect of exchange rate changes on cash and cash equivalents 2,672 (4,971)
Change in cash and cash equivalents (15,417) (314,829)
Cash and cash equivalents at beginning of period 1,150,516 1,318,552
Cash and cash equivalents at end of period $ 1,135,099 $ 1,003,723

See the accompanying notes to the consolidated financial statements
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Notes to Consolidated Financial Statements (unaudited)
Six Months Ended June 30, 2011 and 2010

(In thousands, except number of shares and per share amounts)

1. Nature of Operations

Assurant, Inc. (the Company ) is a holding company whose subsidiaries provide specialized insurance products and related services in North
America and select worldwide markets.

The Company is traded on the New York Stock Exchange under the symbol AIZ.

Through its operating subsidiaries, the Company provides debt protection administration, credit-related insurance, warranties and service
contracts, pre-funded funeral insurance, lender-placed homeowners insurance, manufactured housing homeowners insurance, individual health
and small employer group health insurance, group dental insurance, group disability insurance, and group life insurance.

2. Basis of Presentation

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America ( GAAP ) for interim financial information. Accordingly, these statements do not include all of the
information and footnotes required by GAAP for complete financial statements.

The interim financial data as of June 30, 2011 and for the three and six months ended June 30, 2011 and 2010 is unaudited; in the opinion of
management, the interim data includes all adjustments, consisting only of normal recurring adjustments, necessary to a fair statement of the
results for the interim periods. The unaudited interim consolidated financial statements include the accounts of the Company and all of its wholly
owned subsidiaries. All inter-company transactions and balances are eliminated in consolidation. Certain prior period amounts have been
reclassified to conform to the 2011 presentation.

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 ) was signed into law in March, 2010. One provision of the Affordable Care Act, effective
January 1, 2011, established a minimum medical loss ratio ( MLR ) designed to ensure that a minimum level of benefits are paid to health
insurance policyholders. The Affordable Care Act established an 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, rebates are payable to the policyholders by August 1 of the subsequent year. For additional information, please refer to
Management s Discussion and Analysis of Financial Condition and Results of Operations Critical Accounting Policies and Estimates in Item 2
contained elsewhere in this report.

Operating results for the three and six months ended June 30, 2011 are not necessarily indicative of the results that may be expected for the year
ending December 31, 2011. The accompanying unaudited interim consolidated financial statements should be read in conjunction with the
audited consolidated financial statements and related notes included in the Company s Annual Report on Form 10-K for the year ended
December 31, 2010.

3. Recent Accounting Pronouncements
Recent Accounting Pronouncements Adopted

On January 1, 2011, the Company adopted the guidance on multiple deliverable revenue arrangements. This guidance requires entities to use
their best estimate of the selling price of a deliverable within a multiple deliverable revenue arrangement if the entity and other entities do not
sell the deliverable separate from the other deliverables within the arrangement. In addition it requires both qualitative and quantitative
disclosures. The adoption of this guidance did not have an impact on the Company s financial position or results of operations.
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Notes to Consolidated Financial Statements (unaudited)
Six Months Ended June 30, 2011 and 2010

(In thousands, except number of shares and per share amounts)

Recent Accounting Pronouncements Not Yet Adopted

In July 2011, the Financial Accounting Standards Board ( FASB ) issued amendments to the other expenses guidance to address how health
insurers should recognize and classify in their income statements fees mandated by the Affordable Care Act. The Affordable Care Act imposes
an annual fee on health insurers for each calendar year beginning on or after January 1, 2014. The amendments specify that the liability for the
fee should be estimated and recorded in full once the entity provides qualifying health insurance in the applicable calendar year in which the fee
is payable with a corresponding deferred cost that is amortized to expense ratably over the calendar year during which it is payable. The
guidance is effective for calendar years beginning after December 31, 2013, when the fee initially becomes effective. Therefore, the Company is
required to adopt this guidance on January 1, 2014. The Company is currently evaluating the requirements of the amendments and the potential
impact on the Company s financial position and results of operations.

In June 2011, the FASB issued amendments to the comprehensive income guidance to provide two alternatives for presenting comprehensive
income. An entity can report comprehensive income either in a single continuous financial statement or in two separate but consecutive financial
statements. Each component of net income and each component of other comprehensive income, together with totals for comprehensive income
and its two parts, net income and other comprehensive income, are displayed under either alternative. The statement(s) are to be presented with
equal prominence as the other primary financial statements. The amendments eliminate the Company s currently applied option to report other
comprehensive income and its components in the statement of changes in stockholders equity. The amendments are effective for fiscal years,
and interim periods within those fiscal years, beginning after December 15, 2011. Therefore, the Company is required to adopt this guidance on
January 1, 2012. Early adoption is permitted, but full retrospective application is required. The Company is currently evaluating which
alternative to chose, however the new presentation requirements will not have an impact on the Company s financial position or results of
operations.

In May 2011, the FASB issued amendments to existing guidance on fair value measurement to achieve common fair value measurement and
disclosure requirements in GAAP and International Financial Reporting Standards ( IFRS ). Consequently, the amendments change the wording
used to describe many of the requirements in GAAP for measuring fair value and for disclosing information about fair value measurements. For
many of the requirements, the FASB does not intend for the amendments to result in a change in the application of the requirements in the fair
value accounting guidance. The amendments are effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2011. Therefore, the Company is required to adopt this guidance on January 1, 2012. The amendments are to be applied
prospectively. The Company is currently evaluating the requirements of the amendments and the potential impact on the Company s financial
position and results of operations.

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

4. Business Combinations

On June 21, 2011, in an all cash transaction, the Company acquired the SureDeposit business, the leading provider of security deposit
alternatives to the multifamily renters industry, for $45,080. In connection with the acquisition, the Company recorded $25,350 of intangible
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assets, all of which are amortizable, and $19,608 of goodwill. The primary factor contributing to the recognition of goodwill is the future
expected growth of this business. This acquisition expands the multifamily housing product offering and associated cross-selling opportunities
with existing clients for the Assurant Specialty Property segment.
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Notes to Consolidated Financial Statements (unaudited)
Six Months Ended June 30, 2011 and 2010

(In thousands, except number of shares and per share amounts)

5. Investments

The following tables show the cost or amortized cost, gross unrealized gains and losses, fair value and other-than-temporary impairment ( OTTI )
of our fixed maturity and equity securities as of the dates indicated:

June 30, 2011

Cost or Gross Gross OTTI
Amortized Unrealized Unrealized in AOCI
Cost Gains Losses Fair Value 1

Fixed maturity securities:
United States Government and government agencies and authorities $ 128397 $ 5985 $ 62) $ 134320 $

States, municipalities and political subdivisions 833,509 59,741 (1,903) 891,347
Foreign governments 644,070 34,908 (1,752) 677,226
Asset-backed 34,430 2,361 77) 36,714 1,041
Commercial mortgage-backed 94,152 5,364 (228) 99,288
Residential mortgage-backed 874,765 44,397 (2,353) 916,809 9,350
Corporate 7,332,696 575,981 (26,975) 7,881,702 18,805
Total fixed maturity securities $9,942,019 $ 728,737 $ (33,350) $10,637,406 $29,196

Equity securities:

Common stocks $ 8707 $ 1,565 $ $ 10272  $

Non-redeemable preferred stocks 439,045 44,191 (11,820) 471,416

Total equity securities $ 447,752 $ 45756 $ (11,820) $ 481,688 $
9
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Notes to Consolidated Financial Statements (unaudited)
Six Months Ended June 30, 2011 and 2010

(In thousands, except number of shares and per share amounts)

December 31, 2010

Cost or Gross Gross OTTI
Amortized Unrealized Unrealized in AOCI
Cost Gains Losses Fair Value 1)

Fixed maturity securities:
United States Government and government agencies and authorities $ 244659 $ 6,050 $ (1,198) $ 249511 S

States, municipalities and political subdivisions 829,923 39,568 (4,657) 864,834
Foreign governments 617,164 32,789 (1,418) 648,535
Asset-backed 39,310 2,524 (84) 41,750 1,016
Commercial mortgage-backed 102,312 4,670 (11) 106,971
Residential mortgage-backed 764,884 36,842 (4,998) 796,728 4,741
Corporate 7,411,068 541,720 (48,565) 7,904,223 13,576
Total fixed maturity securities $10,009,320 $ 664,163 $ (60,931) $10,612,552 $19,333

Equity securities:

Common stocks $ 5545 $ 1,029 $ ® $ 6,566 $
Non-redeemable preferred stocks 447,103 32,238 (18,953) 460,388
Total equity securities $ 452,648 $ 33,267 $ (18,961) $ 466,954 $

(1) Represents the amount of other-than-temporary impairment gains in accumulated other comprehensive income ( AOCI ), which, from
April 1, 2009, were not included in earnings under the OTTI guidance for debt securities.
Our states, municipalities and political subdivisions holdings are highly diversified across the United States and Puerto Rico, with no individual
state s exposure (including both general obligation and revenue securities) exceeding 0.5% of the overall investment portfolio as of June 30, 2011
and December 31, 2010, respectively. At June 30, 2011 and December 31, 2010, the securities include general obligation and revenue bonds
issued by states, cities, counties, school districts and similar issuers, including $156,537 and $154,742, respectively, of advance refunded or
escrowed-to-maturity bonds (collectively referred to as pre-refunded bonds ), which are bonds for which an irrevocable trust has been established
to fund the remaining payments of principal and interest. As of June 30, 2011 and December 31, 2010, revenue bonds account for 51% and 48%
of the holdings, respectively. Excluding pre-refunded bonds, sales tax, highway, water, transit and miscellaneous (which includes bond banks,
finance authorities and appropriations) provide for 79% and 80% of the revenue sources, as of June 30, 2011 and December 31, 2010,
respectively.

The Company s investments in foreign government fixed maturity securities are held mainly in countries and currencies where the Company has
policyholder liabilities, which allow the assets and liabilities to be more appropriately matched. At June 30, 2011, approximately 61%, 13%, and
7% of the foreign government securities were held in the Canadian government/provincials and the governments of Brazil and Germany,
respectively. At December 31, 2010, approximately 60%, 11%, 7%, and 6% of the foreign government securities were held in the Canadian
government/provincials, and the governments of Brazil, Germany and the United Kingdom, respectively. No other country represented more
than 5% of our foreign government securities as of June 30, 2011 and December 31, 2010.
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The cost or amortized cost and fair value of fixed maturity securities at June 30, 2011 by contractual maturity are shown below. Expected
maturities may differ from contractual maturities because issuers of the securities may have the right to call or prepay obligations with or
without call or prepayment penalties.
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(In thousands, except number of shares and per share amounts)

Cost or
Amortized
Cost Fair Value
Due in one year or less $ 461,857 $ 470,606
Due after one year through five years 1,931,594 2,059,526
Due after five years through ten years 2,358,475 2,520,765
Due after ten years 4,186,746 4,533,698
Total 8,938,672 9,584,595
Asset-backed 34,430 36,714
Commercial mortgage-backed 94,152 99,288
Residential mortgage-backed 874,765 916,809
Total $9,942,019 $ 10,637,406

The following table summarizes the proceeds from sales of available-for-sale securities and the gross realized gains and gross realized losses that
have been included in earnings as a result of those sales.

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2011 2010 2011 2010
Proceeds from sales $ 625,903 $ 546,559 $ 948,492 $ 985,134
Gross realized gains 20,192 17,738 28,435 31,412
Gross realized losses 5,455 1,900 9,307 4,406

We recorded net realized gains (losses), including other-than-temporary impairments, in the statement of operations as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

Net realized gains (losses) related to sales and other:
Fixed maturity securities $ 14,573 $ 14,730 $ 20,905 $ 25,629
Equity securities 166 1,577 (89) 2,741
Commercial mortgage loans on real estate (6,772)
Other investments 2,763 4,800 2,042 4,827
Total net realized gains related to sales and other 17,502 21,107 22,858 26,425
Net realized losses related to other-than-temporary impairments:
Fixed maturity securities (1,454) (1,644) (3,014) (2,489)
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Equity securities 2) (311) (21) (311
Total net realized losses related to other-than-temporary impairments (1,456) (1,955) (3,035) (2,800)
Total net realized gains $ 16,046 $ 19,152 $ 19,823 $ 23,625

Other-Than-Temporary Impairments

The Company adopted the OTTI guidance which requires entities to separate an OTTI of a debt security into two components when there are
credit related losses associated with the impaired debt security for which the Company asserts that it does not have the intent to sell, and it is
more likely than not that it will not be required to sell before recovery of its cost basis. Under the OTTI guidance, the amount of the OTTI
related to a credit loss is recognized in earnings, and the amount of the OTTI related to other, non-credit, factors (e.g. interest rates and market
conditions) is recorded as a component of other comprehensive income. In instances

11
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(In thousands, except number of shares and per share amounts)

where no credit loss exists but the Company intends to sell the security or it is more likely than not that the Company will have to sell the debt
security prior to the anticipated recovery, the decline in market value below amortized cost is recognized as an OTTI in earnings. In periods after
the recognition of an OTTI on debt securities, the Company accounts for such securities as if they had been purchased on the measurement date
of the OTTTI at an amortized cost basis equal to the previous amortized cost basis less the OTTI recognized in earnings. For debt securities for
which OTTI was recognized in earnings, the difference between the new amortized cost basis and the cash flows expected to be collected will be
accreted or amortized into net investment income.

For the three and six months ended June 30, 2011, the Company recorded $1,191 and $3,145, respectively, of OTTI, of which $1,456 and $3,035
was related to credit losses and recorded as net OTTI losses recognized in earnings, with the remaining $(265) and $110, respectively, related to
all other factors and recorded as an unrealized (gain) and loss component of AOCI. For the three and six months ended June 30, 2010, the
Company recorded $973 and $1,879, respectively, of OTTI, of which $1,955 and $2,800 was related to credit losses and recorded as net OTTI
losses recognized in earnings, with the remaining $(982) and $(921), respectively, related to all other factors and recorded as an unrealized gain
component of AOCI.

The following tables set forth the amount of credit loss impairments recognized within the results of operations on fixed maturity securities held
by the Company as of the dates indicated, for which a portion of the OTTI loss was recognized in AOCI, and the corresponding changes in such
amounts.

2011 2010
Balance, March 31, $ 104,973 $ 106,244
Additions for credit loss impairments recognized in the current period on securities not previously impaired 485
Additions for credit loss impairments recognized in the current period on securities previously impaired 1,454 1,159
Reductions for increases in cash flows expected to be collected that are recognized over the remaining life of the
security (134) 21
Reductions for credit loss impairments previously recognized on securities which matured, paid down, prepaid or
were sold during the period (659) (2,105)
Balance, June 30, $ 105,634 $ 105,762
Balance, January 1, $ 105,245 $ 108,053
Additions for credit loss impairments recognized in the current period on securities not previously impaired 1,455 485
Additions for credit loss impairments recognized in the current period on securities previously impaired 1,558 2,004
Reductions for increases in cash flows expected to be collected that are recognized over the remaining life of the
security (268) (284)
Reductions for credit loss impairments previously recognized on securities which matured, paid down, prepaid or
were sold during the period (2,356) (4,496)
Balance, June 30, $ 105,634 $ 105,762
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We regularly monitor our investment portfolio to ensure investments that may be other-than-temporarily impaired are identified in a timely
fashion, properly valued, and charged against earnings in the proper period. The determination that a security has incurred an
other-than-temporary decline in value requires the judgment of management. Assessment factors include, but are not limited to, the length of
time and the extent to which the market value has been less than cost, the financial condition and rating of the issuer, whether any collateral is
held, the intent and ability of the Company to retain the investment for a period of time sufficient to allow for recovery for equity securities and
the intent to sell or whether it is more likely than not that the Company will be required to sell for fixed maturity securities. Inherently, there are
risks and uncertainties involved in making these judgments. Changes in circumstances and critical assumptions such as a continued weak
economy, a more pronounced economic downturn or unforeseen events which affect one or more companies, industry sectors, or countries could
result in additional impairments in future periods for other-than-temporary declines in value. Any equity security whose price decline is deemed
other-than-temporary is written down to its then current market value with the amount of the impairment reported as a realized loss in that
period. The impairment of a fixed maturity security that the Company has the intent to sell or that it is more likely than not that the Company
will be required to sell is deemed other-than-temporary and is written down to its market value at the balance sheet date with the amount of the
impairment reported as a realized loss in that period. For all other-than-temporarily impaired fixed maturity securities that do not meet either of
these two

12
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criteria, the Company is required to analyze its ability to recover the amortized cost of the security by calculating the net present value of
projected future cash flows. For these other-than-temporarily impaired fixed maturity securities, the net amount recognized in earnings is equal
to the difference between the amortized cost of the fixed maturity security and its net present value.

The Company considers different factors to determine the amount of projected future cash flows and discounting methods for corporate debt and
residential and commercial mortgage-backed or asset-backed securities. For corporate debt securities, the split between the credit and non-credit
losses is driven principally by assumptions regarding the amount and timing of projected future cash flows. The net present value is calculated
by discounting the Company s best estimate of projected future cash flows at the effective interest rate implicit in the security at the date of
acquisition. For residential and commercial mortgage-backed and asset-backed securities, cash flow estimates, including prepayment
assumptions, are based on data from widely accepted third-party data sources or internal estimates. In addition to prepayment assumptions, cash
flow estimates vary based on assumptions regarding the underlying collateral including default rates, recoveries and changes in value. The net
present value is calculated by discounting the Company s best estimate of projected future cash flows at the effective interest rate implicit in the
fixed maturity security prior to impairment at the balance sheet date. The discounted cash flows become the new amortized cost basis of the
fixed maturity security.

In periods subsequent to the recognition of an other-than-temporary impairment, the Company generally accretes the discount (or amortizes the
reduced premium) into net investment income, up to the non-discounted amount of projected future cash flows, resulting from the reduction in
cost basis, based upon the amount and timing of the expected future cash flows over the estimated period of cash flows.

Realized gains and losses on sales of investments are recognized on the specific identification basis.

The investment category and duration of the Company s gross unrealized losses on fixed maturity securities and equity securities at June 30,
2011 and December 31, 2010 were as follows:

June 30, 2011

Less than 12 months 12 Months or More Total
Fair Unrealized Fair Unrealized Unrealized
Value Losses Value Losses Fair Value Losses

Fixed maturity securities:

United States Government and government agencies and

authorities $ 9,178 $ ©62) $ $ $ 9,178  $ (62)
States, municipalities and political

subdivisions 40,527 (1,227) 11,196 (676) 51,723 (1,903)
Foreign governments 104,104 (970) 9,300 (782) 113,404 (1,752)
Asset-backed 2,978 7 2,978 7)
Commercial mortgage-backed 12,378 (228) 12,378 (228)
Residential mortgage-backed 134,201 (2,317) 1,571 (36) 135,772 (2,353)
Corporate 648,610 (11,538) 205,299 (15,437) 853,909 (26,975)
Total fixed maturity securities $951,976  $ (16,419) $227,366 $ (16,931) $1,179,342 $ (33,350)
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December 31, 2010

Less than 12 months 12 Months or More Total
Unrealized Fair Unrealized Unrealized
Fair Value Losses Value Losses Fair Value Losses
Fixed maturity securities:
United States Government and government agencies
and authorities $ 105597 $ (1,198) $ $ $ 105597 $ (1,198)
States, municipalities and political subdivisions 136,578 (3,520) 10,743 (1,137) 147,321 (4,657)
Foreign governments 97,725 (538) 9,902 (880) 107,627 (1,418)
Asset-backed 2,865 (84) 2,865 (84)
Commercial mortgage-backed 4,754 (11) 4,754 (11)
Residential mortgage-backed 168,942 (4,907) 1,982 ©1) 170,924 (4,998)
Corporate 753,340 (21,674) 310,107 (26,891) 1,063,447 (48,565)
Total fixed maturity securities $ 1,269,801 $ (31,932) $332,734 $ (28,999) $1,602,535 $ (60,931)
Equity securities:
Common stocks $ 479  $ ® $ $ $ 479 $ (8)
Non-redeemable preferred stocks 46,336 2,791) 146,361 (16,162) 192,697 (18,953)
Total equity securities $ 46,815 $ (2,799) $ 146,361 $ (16,162) $ 193,176 $ (18,961)

Total gross unrealized losses represent less than 4% and 5% of the aggregate fair value of the related securities at June 30, 2011 and

December 31, 2010, respectively. Approximately 38% and 43% of these gross unrealized losses have been in a continuous loss position for less
than twelve months at June 30, 2011 and December 31, 2010, respectively. The total gross unrealized losses are comprised of 369 and 457
individual securities at June 30, 2011 and December 31, 2010, respectively. In accordance with its policy described above, the Company
concluded that for these securities an adjustment to its results of operations for other-than-temporary impairments of the gross unrealized losses
was not warranted at June 30, 2011 and December 31, 2010. These conclusions are based on a detailed analysis of the underlying credit and
expected cash flows of each security. As of June 30, 2011, the gross unrealized losses that have been in a continuous loss position for twelve
months or more were concentrated in non-redeemable preferred stocks and in the financial industry of the Company s corporate fixed maturity
securities. For these concentrations, gross unrealized losses of twelve months or more were $21,642, or 78%, of the total. The non-redeemable
preferred stocks are perpetual preferred securities that have characteristics of both debt and equity securities. To evaluate these securities, we
apply an impairment model similar to that used for our fixed maturity securities. As of June 30, 2011, the Company did not intend to sell these
securities and it was not more likely than not that the Company would be required to sell them and no underlying cash flow issues were noted.
Therefore, we did not recognize an OTTI on those perpetual preferred securities that had been in a continuous unrealized loss position for twelve
months or more. As of June 30, 2011, the Company did not intend to sell the corporate fixed maturity securities and it was not more likely than
not that the Company would be required to sell the securities before the anticipated recovery of their amortized cost basis. The gross unrealized
losses are primarily attributable to widening credit spreads associated with an underlying shift in overall credit risk premium.

The Company has made commercial mortgage loans, collateralized by the underlying real estate, on properties located throughout the U.S. and
Canada. At June 30, 2011, approximately 40% of the outstanding principal balance of commercial mortgage loans was concentrated in the states
of California, New York, and Washington. Although the Company has a diversified loan portfolio, an economic downturn could have an adverse
impact on the ability of its debtors to repay their loans. The outstanding balance of commercial mortgage loans range in size from $3 to $16,451
at June 30, 2011 and from $5 to $16,614 at December 31, 2010.
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Credit quality indicators for commercial mortgage loans are loan-to-value and debt-service coverage ratios. Loan-to-value and debt-service
coverage ratios are measures commonly used to assess the credit quality of commercial mortgage loans. The loan-to-value ratio compares the
principal amount of the loan to the fair value of the underlying property collateralizing the loan, and is
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commonly expressed as a percentage. The debt-service coverage ratio compares a property s net operating income to its debt-service payments
and is commonly expressed as a ratio of one. The loan-to-value and debt-service coverage ratios are generally updated annually in the third
quarter. The following summarizes our loan-to value and average debt-service coverage ratios as of the dates indicated:

June 30, 2011

% of Gross

Carrying Mortgage Debt-Service
Loan-to-Value Value Loans Coverage ratio
70% and less $ 918,022 69.3% 2.00
71 80% 223,811 16.9% 1.40
81 95% 126,451 9.6% 1.24
Greater than 95% 55,788 4.2% 0.88
Gross commercial mortgage loans 1,324,072 100.0% 1.78
Less valuation allowance (10,746)
Net commercial mortgage loans $ 1,313,326

December 31, 2010
% of Gross

Carrying Mortgage Debt-Service
Loan-to-Value Value Loans Coverage ratio
70% and less $ 902,271 66.6% 2.03
71 80% 217,282 16.1% 1.41
81 95% 147,493 10.9% 1.25
Greater than 95% 86,756 6.4% 0.94
Gross commercial mortgage loans 1,353,802 100.0% 1.78
Less valuation allowance (32,838)
Net commercial mortgage loans $ 1,320,964

All commercial mortgage loans that are individually impaired have an established mortgage loan valuation allowance for losses. Changing
economic conditions affect our valuation of commercial mortgage loans. Changing vacancies and rents are incorporated into the discounted cash
flow analysis that we perform for monitored loans and may contribute to the establishment of (or an increase or decrease in) a commercial
mortgage loan valuation allowance for losses. In addition, we continue to monitor the entire commercial mortgage loan portfolio to identify risk.
Areas of emphasis are properties that have exposure to earthquakes, have deteriorating credits or have experienced a reduction in debt-service
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coverage ratio. Where warranted, we have established or increased a valuation allowance based upon this analysis.

The commercial mortgage loan valuation allowance for losses was $10,746 and $32,838 at June 30, 2011 and December 31, 2010, respectively.
In 2010, an overall expense of $16,709 was recorded primarily to increase the valuation allowance on one individually impaired commercial
mortgage loan with a loan valuation allowance of $22,092 and a net loan value of $0 at December 31, 2010. In 2011, the loan valuation
allowance was decreased by $22,092 due to the direct write down of the same individually impaired mortgage loan. This resulted in no impact to
realized capital gains and losses on commercial mortgage loans.

Collateralized Transactions

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

As of June 30, 2011 and December 31, 2010, our collateral held under securities lending, of which its use is unrestricted, was $92,633 and
$122,219, respectively, and is included in the consolidated balance sheets under the collateral held/pledged under securities agreements caption.
Our liability to the borrower for collateral received was $93,125 and $122,931, respectively, and is included in the consolidated balance sheets
under the obligation under securities agreements caption. The difference between the collateral held and obligations under securities lending is
recorded as an unrealized loss and is included as part of AOCI. All securities with unrealized losses have been in a continuous loss position for
twelve months or longer as of June 30, 2011 and December 31, 2010. The Company has actively reduced the size of its securities lending to
mitigate counter-party exposure. The Company includes the available-for-sale investments purchased with the cash collateral in its evaluation of
other-than-temporary impairments.

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

The Company has engaged in transactions in which securities issued by the U.S. Government and government agencies and authorities, are
purchased under agreements to resell ( reverse repurchase agreements ). However, as of June 30, 2011, the Company has no open transactions.
The Company may take possession of the securities purchased under reverse repurchase agreements. Collateral, greater than or equal to 100% of
the fair value of the securities purchased, plus accrued interest, is pledged to selected broker/dealers in the form of cash and cash equivalents or
other securities, as provided for in the underlying agreement. The use of the cash collateral pledged is unrestricted. Interest earned on the
collateral pledged is recorded as investment income. As of December 31, 2010, we had $14,370, of cash pledged under securities loan
agreements which is included in the consolidated balance sheets under the collateral held/pledged under securities agreements.

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

Cash payments for the collateral pledged, subsequent cash adjustments to receivables under securities loan agreements and obligations to return
borrowed securities, and the return of the cash collateral from the secured parties is regarded by the Company as cash flows from financing
activities, since the cash payments and receipts relate to borrowing of securities under a financing arrangement.
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6. Fair Value Disclosures
Fair Values, Inputs and Valuation Techniques for Financial Assets and Liabilities Disclosures

The fair value measurements and disclosures guidance defines fair value and establishes a framework for measuring fair value. Fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. In accordance with this guidance, the Company has categorized its recurring basis financial assets and liabilities into a
three-level fair value hierarchy based on the priority of the inputs to the valuation technique.

The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). The inputs used to measure fair value may fall into different levels of the fair value hierarchy. In
such cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls has been determined based on the
lowest level input that is significant to the fair value measurement in its entirety. The Company s assessment of the significance of a particular
input to the fair value measurement in its entirety requires judgment, and considers factors specific to the asset or liability.

The levels of the fair value hierarchy are described below:

Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the ability to
access.

Level 2 inputs utilize other than quoted prices included in Level 1 that are observable for the asset, either directly or indirectly, for
substantially the full term of the asset. Level 2 inputs include quoted prices for similar assets in active markets, quoted prices for
identical or similar assets in markets that are not active and inputs other than quoted prices that are observable in the marketplace for
the asset. The observable inputs are used in valuation models to calculate the fair value for the asset.

Level 3 inputs are unobservable but are significant to the fair value measurement for the asset, and include situations where there is
little, if any, market activity for the asset. These inputs reflect management s own assumptions about the assumptions a market
participant would use in pricing the asset.
A review of fair value hierarchy classifications is conducted on a quarterly basis. Changes in the observability of valuation inputs may result in a
reclassification of levels for certain securities within the fair value hierarchy.

The following tables present the Company s fair value hierarchy for assets and liabilities measured at fair value on a recurring basis as of

June 30, 2011 and December 31, 2010. The amounts presented below for Collateral held /pledged under securities agreements, Other
investments, Cash equivalents, Other assets, Assets and Liabilities held in separate accounts, Obligation under securities agreements and Other
liabilities differ from the amounts presented in the consolidated balance sheets because only certain investments or certain assets and liabilities
within these line items are measured at estimated fair value. Other investments are comprised of investments in the Assurant Investment Plan,
American Security Insurance Company Investment Plan, Assurant Deferred Compensation Plan, a modified coinsurance arrangement and other
derivatives. Other liabilities are comprised of the deferred compensation liability and other derivatives. The fair value amount and the majority
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of the associated levels presented for Other investments and Assets held in separate accounts are received directly from third parties.
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Financial Assets
Fixed maturity securities:

United States Government and government agencies and authorities

State, municipalities and political subdivisions
Foreign governments

Asset-backed

Commercial mortgage-backed

Residential mortgage-backed

Corporate

Equity securities:

Common stocks

Non-redeemable preferred stocks

Short-term investments

Collateral held /pledged under securities agreements
Other investments

Cash equivalents

Other assets

Assets held in separate accounts

Total financial assets

Financial Liabilities
Other liabilities
Liabilities related to separate accounts

Total financial liabilities

Table of Contents

Total

$ 134,320
891,347
677,226

36,714
99,288
916,809
7,881,702

10,272
471,416
447,013

67,633
257,587
847,814

9,893
1,912,321

$ 14,661,355

$ 55,603
1,912,321

$ 1,967,924

18

June 30, 2011

Level 1

3,063

9,589
327,145
49,962
76,602
842,533

1,690,049

$2,998,943

$ 55373
1,690,049

$ 1,745,422

o »®» oo

Level 2

$ 122,097
891,347
652,216

36,714
98,293
916,809
7,754,145

683
471,381
119,868

17,671
172,286
5,281
1,270
222,272

$11,482,333

$ 230
222,272

$ 222,502

o o0 0 o0

Level 3
$ 12,223
21,947
995

127,557

35

8,699

8,623

$ 180,079

d

€
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Financial Assets Total
Fixed maturity securities:

United States Government and government agencies and authorities $ 249,511
State, municipalities and political subdivisions 864,834
Foreign governments 648,535
Asset-backed 41,750
Commercial mortgage-backed 106,971
Residential mortgage-backed 796,728
Corporate 7,904,223
Equity securities:

Common stocks 6,566
Non-redeemable preferred stocks 460,388
Short-term investments 358,702
Collateral held /pledged under securities agreements 72,219
Other investments 261,428
Cash equivalents 864,649
Other assets 11,280
Assets held in separate accounts 1,934,658
Total financial assets $ 14,582,442
Financial Liabilities

Obligation under securities agreements $ 14,281
Other liabilities 51,632
Liabilities related to separate accounts 1,934,658
Total financial liabilities $ 2,000,571

Mainly includes mutual funds.
Mainly includes money market funds.
Mainly includes fixed maturity securities.

IS

o

Mainly includes fixed maturity securities and other d