
lN THE MISSOURJ DEPARTMENT OF INSURANCE, 
FlNANCIAL INSTITUTIONS ANl) PROFESSIOJ\iAL REGISTRATION 

In Re: AMERICAN FINANCIAL SECURJTY ) 
LIFE INSURA. ~CE COMP A_~ ) 

SERFF TRACKING NUMBER ) Case No. 1-10404383C 
ICCJ-129~69943 ) 

ORDER DISAPPROVING FOR.i"1 FILING 

Upon revie-w and consideration of the filing of American Financial Security Life 
Insurance Company, SERFF Tracking Number ICCI-1 29469943. specifically Form AF 
FI POL 613. the Deputy Director DISAPPROVES said fom1 for the reasons stated below. 

FINDINGS OF FACT 

1. John M. Huff is the Director of the Department of Insurance. Financial 
Institutions and Professional Registration, State of Mjssouri ( .. Director .. of the 
·'Department"). 

2. American Financial Security Life Insurance Company ("American 
Financial .. ). NAIC Number 6933 7. is a domestic life and health insurance 
company organized pursuant to the laws of the state of Missouri and 
transacting insurance business in this state pursuant to a Certificate of 
Authority issued by the Director. 

3. Pursuant to §376.405, 1 insurance companies licensed to transact business in 
this state may not deliver or issue for delivery in this state a policy of group 
accident or group health insurance unless the form has been approved. 

4. The Division of Market Regulation (the .. Division··) is designated pursuant to 
§374.075 with the review of forms that are fi led by insurance companjes. 

5. Insurance Compliance Consultants. Inc .. on behalf of American Financial 
filed. forms ""ith the Director via the System for Electronic Rate and Form 
Filing ("'SERFF'.) on April 2, 2014. The SERFF Tracking Number is ICCl-
129469943 ("Filing'} 

6. The Filing contains. in peninent part. form AF Fl POL 613, identified as the 
Group Limited Indemnity Health Insurance Policy ('·Group Policy .. ). 

7. Brackets ( ( ... ])within a form reviewed by the DiYision indicate that the 
language \\-ithin the brackets may be included or excluded from the pol icy 
form, or the brackets may indicate a numeric range. 

1 All statutory citations are to RSMo (Supp.20 13). 



8. American Financial fi led the forms within SERFF as Group Health-Hospital 
Indemnity insurance. 

9. American Financial submitted the Group Policy and attempted to submit \.Vhat 
il identified as a Group Limited Indemnity Health Insurance Certificate 
(''Certificate·'): however. the Group Policy was submitted t"\.\'ice and the 
Certificate was not included within the Filing. Therefore. only the Group 
Policy was reviewed for compliance with Missouri insurance laws. 

l 0. On page 3 of the Group Policy under the section titled Premiums and the 
subsection titled Grace Period, U1e form states: 

A grace period of 31 days is allowed for payment of each premium 
( except the first) during which coverage under this Policy shall 
remain in force. Coverage may termjnate prior to Lhe end of the 
grace period by the Member giving al least 3 l days advance 
,nitten notice of cancellation to the Insurer or the Third Party 
Admirustrator. Unless the Member so notifies the Insurer, or the 
Thjrd Party Admicislrator. failure by the Member ro pay a 
premium within the grace period will cause coverage under this 
Policy to automatically terminate at the end of the period for which 
the last premium has been paid. 

11 . On page 2 of the Group Policy under the section titled General Provisions and 
the subsection titled M isstatement of Facts. the form states: 

If it is discovered that relevant facts about a Member or other 
Covered Person have been misstated: 
( 1) Jf the error has an effect on premium, an adjustment of the 

premiums ,vill be made: and 
(2) The correct facts will detem1ine \:vhether and in what 

amount insurance is valid under the contract for such 
person. 

12. On page 3 of the Group Policy under lhe section tilled Termination of Policy. 
the form states: 

After lhe firs1 anruversary date of this Policy, the Insurer has the 
right to terminate this Policy and a ll coverage hereunder on any 
premium due date by giving 90 days •Nritten notice in advance to 
this Policyholder. In lhe case of any individual Member. the 
Insurer has the right to terminate coverage on any premium due 
date by giving the Member (30] days advance notice. 
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CONCLUSIONS OF LAW 

13. The Director shall approve only those policy forms that are in compliance 
with Missouri insurance laws. and ··which contain such words. phraseology, 
conditions, and provisions which are specific. certain and Lmambiguous and 
reasonably adequate to meet needed requirements for the protection of those 
insured,'. pursuant to §376.405. 

14. The Director may disapprove a form filed \.\'1th the Department. and in doing 
so must state the reasons for the disapproval in \Hiting, pursuant to §376.405. 

American Financial's Filing Does Not Substanth·elv Provide AU 
Pr°'isions Required In All Group Policies Under Section 376.426 

15. Section 376.426 states in relevant pan: 

No policy of group health insurance shaJI be delivered in this 
state unless it contains in substance the following provisions. or 
provisions which ... are more fa,·orable ... : 

( 1) A provision that the policyholder is entitled to a grace 
period of thirty-one days for the payment of any premium due 
e.."f.cept tire first, during which grace period the policy shall 
continue in force, unless the policyholder shall have given the 
insurer v.Tinen notice of discontinuance in advance of the date 
of discontinuance and in accordance with the tem1s of the 
policy. The policy may provide that the policyholder shall be 
liable to the insurer fo r the payment of a pro rata premium for 
the time the policy was in force during such grace period; 

* * * 
( 6) If the premiums or benefits vary by age, there shall be a 
provision specifying an equitable adjustment of premiums or 
of benefits, or bot/r, to be made in tire e1-•et1t the age of tlte 
covered person has been misstated, such provision to contain 
a clear statement of the method of adjustment to be used; 

* * * 
( 15) A provision specifying the conditions under which the 

policy may be terminated. Such provisio11 shall state that 
except for nonpayment of the required premium or the fa ilure 
to meet continued underwriting standards, th e insurer may 1101 

terminate tire policy prior to the first anniversary date of the 
effectil•e date of the policy as specified therein, and a notice 
of any i,zteflfion to terminate the policy by the insurer must be 
given to the policyholder at least thirty-one days prior to tlte 
effective date of the termination . Any termination by the 
insurer shall be withou1 prejudice to any expenses originating 
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prior to the effective date of termination. An expense will be 
considered incurred on the date the medical care or supply is 
received(.] 

(Emphasis added.) 

16. American Financial·s Group Policy is not compliant ,,.,,ith M issouri insurance 
la\.VS. Under the section titled Premiums and the subsection titled Grace 
Period. Lhe Group Policy properly provides the 3 1-day grace period as 
required by §376.426(1). but then states if the premium is not paid by the end 
of the grace period the policy will --automatically terminate at the end of the 
period for which the last premium has been paid:· Section 376.426( l) requires 
the policy to sta) in full force during the grace period. The policy does not 
sta) in full force because the policy ends the last date for which the premium 
was paid. Because the policy is not in fult force and retroactively terminates, 
the Group Policy does not meet the substantive requirements of §376A26(1 ). 
As such, the Group Policy does not comply vvith the laws of this state as 
required by §376.405. 

17. American Financial's Group Policy is not compliant with Missouri insurance 
laws. Cnder the section titled Misstatement of Facts. the form provides that if 
there is a misstatement of fact (which could include misstatement of age) ··an 
adjustment of premiums wi ll be made;·· howe, er. the Group Policy does not 
contain a clear statemenL of the method of adjustment to be used. Section 
376.426(6) requires such a clear statement when the misstatement goes to age. 
As such. the Group Policy does not comply with the laws of this state as 
required by §3 76.405. 

18. American Financial's Group Policy is not compliant with Missouri insurance 
laws. Under the section ti tled Termination of Policy, the Group Polic) 
notifies the insured that '·the Insurer has the right to terminate coverage on any 
premi um due date by giving the Yiember [30] days advance notice: .. this is not 
compliant. Section 376.426(15) requires the insurer to give Lhe insured at 
least a 31 day notice. As such, the Group PoliC) does not comply with the 
laws of this state as required by §376.405. 

19. American Financial's Group Policy is not compliant with M issouri insurance 
laws. Under the section titled Termination of Policy. the Group Policy states: 

After the first anniversary date of this Policy. the Insurer has the 
right to terminate this Policy and all coverage hereunder on any 
premium due date by giving 90 days written notice in ad, ance to 
this Policyholder. In the case of any individual Member. the 
Insurer has the right to terminate coverage on any premium due 
date by giving the Member [30) days advance notice. 
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Section 376.-426( 15) requires American Financial to nmit\ those insured that 
the insurer ma) not terminate the polic) prior to the first anni\ ers~ date. 
The Group Policy makes such a statement \vith respect to the Policyholder and 
it may make such a statement \,ith respect to the Member. The Group Polic) 
can also be read to prO\ ide the t-.tember mere notice that American Financial 
must only gi\'e 30-da) s· notice of tennination. In the later possible reading. 
American Financial fails to notif) the Ntember that the compan) may not 
cancel the coverage prior to the first anniYersary date . 

.\merican Financial does not pro" ide the required notice in an unambiguous 
\\a~ . ··An ambiguity ex ists when there is ... uncertainty in the meaning of the 
language of the polic). Language is ambiguous if it is reasonabl1 open to 
different constructions:·2 Because there are at least t\\O plausible readings of 
the provision. the Group Policy uses \\Ords. phrascolog;. conditions, and 
pro\ isions which are not specific. certai n and unambiguous and reasonably 
adequate to meet needed requirements for the protection of those insured as 
required by §376.-lOS. 

20. After rcvie\\ and consideration of the fonn included in the American 
Financia l Fi ling. the com pan) has fai led to demonstrate its compliance\\ ith 
~lissouri la\\ as enwnerated herein 

21. While there may be additional reasons as to why the form does not comply 
with Missouri· s insurance laws. the reasons stated herein are sufficient to 
disapproYe the form. 

22. Each reason stated herein fo r disapproval of the form is a separate and 
sufficient cause to disappro\e such fonn. 

23. American Financial's Group Polic) does not comply \,ith Missouri hm. As 
such, said form is not in the public interest. 

24. I his Order ism the public interest. 

: Seed, , Ge1r..·o (11mera/ /n:, . (. 'o .. 212 S. ~ .3d 119 at 132 ( Mo. bane 2008). 
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IT I THEREFORE ORDERED that form AF FT POL 613 is hereb) 
DI APPRO\'ED. American Financial Securit) Life Insurance Compan) is hereb) 
prohibited from delivering or jssuing for deli,·cry any policie of group health insurance 
utilizing said form. 

so ORDERED, SIG~ED Ai D OFFJCl AL SEAL AFFIXED Tm /t N a} 
of May. 2014. 

~~ JIERi'\lcADAMS 
Pl'TY DIRECTOR 
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~OTICE 

TO: American Financial ecurit) Life In urance Compan} and an) unnamed 
per ons aggrieved b) thi Order: 

You may request a hearing on the disapprovaJ of this form. You ma) do so by ii ling a 
pleading with the Director of the Department of Insurance. Financial Institutions and 
Professional Registration. P.O. Box 690. Jefferson City. ~10 65102. \\ithin 30 days after 
the mailing of tlus notice pursuant LO 20 CSR 800-1.030. 

CERTIFICATE OF ER\.1CE 

I hereby certif) that on this/W ~ fMay. 2014. a copy of the foregoing Order and 
Notice was 

I) Deli,ered ,·ia electronic mail to: 

Brenda Oa\\ son 
Brendadawson ~ inscompliancc.com 

2) Served \'ia certified mail addressed to: 

~fichael Carnillen 
President 
American Financial Security Li fe lnsurance Company 
3925 East State trcet. Suite 200 
Rockford. Winois 61 I 08 
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