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Report of the
Joint Subcommittee Studying
Preneed Funeral Contracts
To
The Governor and the
General Assembly of Virginia
Richmond, Virginia
1995

TO: The Honorable George F. Allen, Governor,
and
the General Assembly of Virginia

EXECUTIVE SUMMARY

House Joint Resolution 141 (Appendix A) established a joint subcommittee to
examine marketing and financing practices associated with preneed funeral
contracts.

Marketed by funeral establishments, preneed funeral contracts enable
individuals to make advance purchases of their funeral arrangements and to
establish payment sources when the services are performed. Trusts or insurance
policies fund most preneed contracts, but a purchaser may prepay the full sales
price directly to the funeral establishment.

Preneed funeral contracts were last studied by a joint subcommittee of the
Virginia General Assembly pursuant to House Joint Resolution 50 of 1988. That
study focused on preneed contract solicitation practices, service and financial
considerations. Recommendations made in the subcommittee's report to the
Governor and the 1989 General Assembly (HB 52, 1989; attached as Appendix B)
included assigning preneed contract oversight responsibilities to the Board of
Funeral Directors and Embalmers; prescribing mandatory disclosures within
preneed contracts; and establishing purchaser rights and procedures for contract
cancellation and refunds.

The 1988 joint subcommittee emphasized that "consumer protection is a
primary concern in the regulation of preneed funeral contracts” (HD 52, p. 2). HJR
141 echoed that theme six years later, directing this subcommittee to determine
whether the work of the 1989 General Assembly currently provides adequate
protection for consumers purchasing preneed contracts.



Authority of the Department of Health Professions. It was suggested
to the joint subcommittee that the Department of Health Professions should be
authorized to intervene more expeditiously in cases where preneed contract
purchase money may be lost and to seek injunctive relief or the appointment of a
receiver in such circumstances. The subcommittee’s draft language on this issue is
attached as Appendix M; HB 1839 (Appendix O) contains the language passed by
the 1995 General Assembly. '

House Bill 999. House Bill 999, carried over from 1994 to 1995 in the
House Corporations, Insurance and Banking Committee (CIB) was reviewed by the
joint subcommittee. The bill (copy attached as Appendix E) would have required
that funds used to purchase any preneed funding contract or instrument
incorporating the word “trust” be deposited in a Virginia financial institution. The
joint subcommittee made an advisory recommendation that the bill not be
recommended by House CIB.

Centralized preneed recordskeeping. Finally, the joint subcommittee
reviewed and recommended a proposal to permit centralized preneed
recordskeeping by funeral establishments in Virginia under common ownership,
management or control. The recommendation was intended to assist companies
with several chapels which must, under current Board regulations, maintain
preneed contracts and related records at the funeral establishments. The
subcommittee recommended language attached as Appendix N; House Bill 1494
(Appendix P) is the measure passed by the 1995 General Assembly.

I. INTRODUCTION
A. AUTHORITY AND MEMBERSHIP

House Joint Resolution 141 (Appendix A) established a joint subcommittee to
examine marketing and financing practices associated with preneed funeral
contracts. The resolution's chief patron was Delegate Harvey B. Morgan. The 13-
member joint subcommittee's membership included the following legislative
members: Delegates Ward L. Armstrong of Martinsville, Alan E. Mayer of
Lincolnia, Harvey B. Morgan of Gloucester, and James M. Schuler of Blacksburg,
all appointed by the Speaker of the House of Delegates; and Senators Joseph B.
Benedetti of Richmond, W. Henry Maxwell of Newport News, and Jackson E.
Reasor, Jr. of Bluefield, all appointed by the Senate Committee on Privileges and
Elections. Delegate Morgan and Senator Maxwell were elected chairman and vice-
chairman, respectively.

The Virginia State Corporation Commission (SCC) was represented on the
joint subcommittee by Steven T. Foster, Commissioner of the SCC's Bureau of



Insurance, and by Sidney A. Bailey, Commissioner of the SCC's Bureau of Financial
Institutions. Citizen members representing key groups with an interest in the
issues under consideration included Michael J. Leonard of Norfolk, Gary Williams
of Vinton, Carl U. Eggleston of Farmville and Sidney M. Oman of Chesapeake.

B. STUDY PARTICIPANTS AND MEETING SCHEDULE

Study Participants. The Board of Funeral Directors and Embalmers and
the Department of Health Professions provided extensive information to the
subcommittee concerning preneed regulatory practices. The Virginia Funeral
Directors Association (VFDA) furnished brochures, contracts and related materials
to the joint subcommittee. The Virginia Morticians Association (VMA) was also an
active participant in the subcommittee’s work. Banks furnishing preneed trust
services were represented by Chesapeake Bank of Kilmarnock, Virginia. Insurers
selling preneed insurance policies were represented by the United Family Life and
Forethought insurance companies.

The Blue Ridge Mutual Association, a burial society licensed under Virginia’s
insurance laws, also submitted extensive briefing memoranda to the subcommittee.
Additionally, the Virginia Cemetery Association, at the subcommittee’s request,
briefed the subcommittee on the preneed cemetery industry, its preneed financing,
and marketing practices. The American Association of Retired Persons (AARP)
participated extensively in the study, as it had in the 1988 study. Finally, many
funeral directors attended the public hearing conducted by the subcommittee and
expressed their views on the study issues.

Meeting Schedule. The HJR 141 joint subcommittee met four times in
1994. At its initial meeting on August 10, its members learned about current
preneed sales and marketing practices, and determined what issues would be
examined further. At its second meeting on October 6, the joint subcommittee
discussed the central issues emerging from the first meeting--such as timely
regulatory intervention on preneed complaints--before convening a public hearing.
Following the November 22 meeting, the subcommittee staff was directed to
prepare drafts for subsequent discussion and review. At last meeting on December
22, the subcommittee finalized its recommendations to the Governor and the 1995
Session of the General Assembly. A chart summarizing the issues and
subcommittee action is attached as Appendix L.



II. THE WORK OF THE JOINT SUBCOMMITTEE
A. BACKGROUND
1. Overview of Preneed Contracts

Preneed funeral contracts encompass the advance sale of funeral services
and supplies by funeral directors or embalmers to members of the public. Through
preneed contracts, individuals direct the disposition of their remains and select
funeral merchandise, e.g. a casket and floral arrangements. A price for the
services and merchandise selected is established in the agreement. Commonly
marketed by direct-mail solicitation since current Virginia law prohibits in-person
solicitation, preneed contracts are usually funded by preneed trusts or insurance
policies that are established or purchased concurrently with the execution of the
preneed services agreement.

Preneed funeral contracts establish a guaranteed price for funeral goods and
services provided at a future date. Funeral expenses have risen significantly
during the past several years, with costs for a moderately priced funeral in Virginia
reportedly ranging between $3500 and $7500, depending on location and the
services and merchandise selected. Thus, the subcommittee learned, many
Virginians purchase preneed contracts to ensure adequate funding for the kind and
quality of funeral arrangements they desire.

The sale of preneed contracts in Virginia is regulated by the Board of Funeral
Directors and Embalmers. Only persons licensed by the Board may sell them.
However, the Board has no regulatory authority over preneed trust agreements or
insurance policies. Insurers issuing preneed policies in Virginia are regulated by
the Virginia State Corporation Commission's (SCC) Bureau of Insurance. Virginia
banks and trust companies providing preneed trust services are regulated by the
SCC’s Bureau of Financial Institutions.

2. Significant Past Legislation Addressing Preneed Contracts

1988 Study. Preneed funeral contracts were last studied by the Virginia
General Assembly pursuant to House Joint Resolution 50 of 1988. That study
examined preneed contract solicitation practices, service and financial
considerations. Recommendations made in the subcommittee's report to the
Governor and the 1989 General Assembly (HD 52, 1989; attached as Appendix B)
included placing preneed contract oversight responsibilities within the Board of
Funeral Directors and Embalmers; prescribing mandatory disclosures within
preneed contracts; and establishing purchaser rights and procedures for contract
cancellation and refunds.



The 1989 General Assembly adopted virtually all of the HJR 50
subcommittee's recommendation when it passed House Bill 1259, enrolled as
Chapter 684 of the 1989 Acts of Assembly (Appendix C). That Act accomplished the
following:

» Vested the Board of Funeral Directors and Embalmers with regulatory authority
over preneed funeral contracts.

* Required licensure of persons engaged in the business of preneed funeral
planning.

e Prohibited in-person solicitation of preneed funeral contracts.

« Prohibited interference with individuals' freedom to choose funeral service
providers and preneed funeral plans.

o Mandated disclosures to be made by preneed funeral contract sellers to the
purchasers of such contracts. Such disclosures included (i) a complete
description of the goods and services purchased and (ii) information concerning
the guaranteeing of prices of goods and services purchased.

In addition to these key provisions, the Act exempted preneed funeral trusts
from garnishment under Virginia's debtor-creditor laws The Act also granted
fiduciaries statutory authority to execute preneed contracts on behalf of persons
deemed incompetent under Virginia's mental health laws (Va. Code Title 37.1).

Recent legislation; financing mechanisms. Since the 1989 bill's
enactment, the General Assembly has passed additional legislation affecting
preneed funeral contract financing practices. Amendments to Virginia Code § 54.1-
2820 in the 1991 and 1992 Sessions resulted in requirements that (i) the face value
of life insurance or annuity contracts used to fund preneed contracts be adjusted
annually to reflect increases in the Consumer Price Index or (ii) the benefit payable
at death equal all premiums paid plus interest compounded annually at a rate of
five percent for the first 15 years; thereafter, interest and dividends must be paid
but no rate is specified.

A 1993 bill added Virginia Code § 32.1-325.01, which stipulates that
whenever a term life insurance policy funding a preneed contract pays benefits in
excess of actual funeral expenses, the excess is subject to recovery by the
Department of Medical Assistance Services for Medicaid payments made on behalf
of the deceased insured. Two bills affecting preneed financing were introduced in
the 1994 Session but not enacted. House Bill 963 (copy attached as Appendix D)
addressed cash surrender values of single-premium term insurance funding
preneed contracts purchased by Medicaid applicants. House Bill 999 (attached as



Appendix E) addressed the use of the term "trust” in connection with preneed
contract financing. ‘

3. Focus of the HJR 141 Study.

The 1988 joint subcommittee emphasized in its final report that "consumer
protection is a primary concern in the regulation of preneed funeral contracts"
(Appendix B, p. 2). House Joint Resolution 141 echoed that theme six years later,
directing this subcommittee to determine whether the work of the 1989 General
Assembly provided adequate statutory protection for consumers presently
purchasing preneed contracts.

The joint subcommittee examined the following issues:

a. The preneed funeral contract industry in Virginia with particular
emphasis on (i) current preneed contract funding options and (ii) typical contractual
terms and conditions for these options.

b. Financial incentives, including commissions, paid to funeral home -
licensees by insurers and other originators of preneed funding instruments.

¢ Regulatory oversight of the preneed funeral contract industry, currently
divided among the Virginia Board of Funeral Directors and Embalmers, the State
Corporation Commission's Bureau of Insurance, and the State Corporation
Commission's Bureau of Financial Institutions.

d. Proposed preneed bonding, errors and omissions insurance and guaranty
funds. '

e. The marketing and sale of preneed cemetery contracts, and their potential
overlap with the solicitation of preneed funeral contracts.

B. THE PRENEED INDUSTRY

The sale of preneed funeral contracts is a significant source of funeral
industry revenues. John Moore, President of Estate Assurance Systems, a preneed
funding company, testified that preneed contract sales by Virginia funeral
establishments since 1989 have exceeded $200 million, with current annual sales
estimated at $50 million. The average age of preneed contract purchasers is 75,
according to Moore. '

Persons licensed by the Board of Funeral Directors and Embalmers are the
only authorized sellers of preneed contracts in the Commonwealth; the funeral
establishment is the important "point of sale." The funeral establishment typically



serves as an intermediary between the preneed purchaser and preneed funding
sources, frequently offering funding options to the preneed purchasers. How
funeral establishments address the funding issue is largely within their discretion;
they are under no statutory or regulatory restriction as to the type or source of
funding products offered.

Preneed Life Insurance. One popular funding option, preneed term life
insurance, illustrates the growth of the preneed funding industry. United Family
Life, a Georgia-based insurance company, for example, has expanded its preneed
term life insurance sales operations to 43 states, including Virginia. In Virginia, a
number of funeral directors are reportedly licensed to sell life insurance; they serve
as agents for insurers marketing preneed policies and are paid on a commission
basis. Other funeral establishments reportedly engage licensed insurance agents to
preneed insurance.

Preneed customers are offered an array of preneed insurance products
including single- and multiple-premium policies. Policies without cash value are
available to purchasers wanting to ensure that their funeral arrangement's funding
source is not counted as an asset in determining Medicaid eligibility. Additionally,
some customers make irrevocable assignments of their policies in trust for the same

purpose.

Preneed Bank Trusts. Financial institutions, including Chesapeake Bank,
a Northern Neck financial institution, are also capitalizing on the expanding
market for preneed trust services. Douglas Monroe, Chesapeake Bank's president,
told the subcommittee that his bank's preneed trust business has grown
substantially since 1982 when the bank first offered preneed trusts. Chesapeake
currently offers its preneed trust services through 150-200 funeral establishments
across the Commonwealth.

Bank trust options parallel their insurance counterparts in some respects:
installments trusts are available, and some preneed purchasers make irrevocable
assignments of their interests in preneed trusts for Medicaid purposes. Overlap
between preneed bank trusts and preneed life insurance can occur, the
subcommittee learned, when the proceeds of preneed life insurance policies fund a
preneed bank trust. While funeral directors and other Board licensees typically
receive no compensation for their assistance in establishing a preneed bank trust,
the sale of preneed policies to fund such trusts may result in commission payments.

Preneed Contract Provisions. The joint subcommittee examined and
discussed a sampling of preneed funeral services and funding contracts furnished
them by funeral homes, preneed insurers (including United Family Life), and
Chesapeake Bank. Preneed funeral services contracts must conform to Board
regulations. These regulations, however, do not prescribe the content or format of



the funding contracts, e.g., insurance applications and policies, or trust
instruments.

Representative preneed service and funding contracts (attached as Appendix
F) contain provisions for placing deposited funds or insurance policies in irrevocable
trusts. The irrevocability option invokes current Medicaid eligibility regulations
excluding from countable assets those funds set aside for funeral expenses and
burial space items. Irrevocable trusts provide one popular means of satisfying the
regulations' criteria for exclusion.

Some of the preneed insurance marketing and contractual materials
examined used the term "trust" to describe irrevocable assignments. It was
suggested to the joint subcommittee that some purchasers might not appreciate the
difference between purchasing a preneed insurance policy to be “placed in trust,”
and establishing a preneed “trust account” in a financial institution. One preneed
insurer advised the joint subcommittee of its intentions to revise its marketing
materials and contracts to address that concern.

In a related matter, HB 999 (Appendix E), carried over from 1994 to 1995 in
the House Corporations, Insurance and Banking Committee, required any funds
paid to fund any preneed arrangement described as a “trust” to be deposited in a
financial institution in the Commonwealth. While not formally referred to the joint
subcommittee, the bill was nevertheless discussed at some length by its members.
An advisory recommendation was made by the majority of those voting that the bill
be passed by indefinitely by the House Committee.

C. REGULATION OF PRENEED

Authority of Regulatory Board. The Board of Funeral Directors and
Embalmers is the principal regulator of Virginia's funeral industry. It determines
the professional requirements for funeral practice licensure within the
Commonwealth, and it oversees disciplinary proceedings involving its licensees. In
1989 the Board received statutory authority via HB 1265 (Appendix C) to regulate
its licensees’ sale of preneed funeral contracts.

Since 1992, the Board has adjudicated 22 cases of preneed complaints
against Board licensees involving 67 counts of individual allegations. Board review
of these cases disclosed six founded violations involving licensee misappropriation
of preneed funds. These violations involved the failure of a Board licensee to
transfer preneed contract purchase money to the preneed funding source.
According to a Board representative, the money was recovered in all cases involving
such violations. In December 1994, cases involving seven misappropriation
allegations were pending before the Board. There were also pending four
allegations of licensees holding preneed moneys in nonsegregated accounts beyond



the 30-day period permitted by law. A summary of past and pending preneed
allegations before the Board as of November 1994 is attached as Appendix G.

Concerns were expressed by subcommittee members about the lengthy period
typically required by the Board to adjudicate preneed complaints. Robert Nebiker,
Deputy Director of the Department of Health Professions, told the subcommittee
that the Board has no statutory authority to intervene summarily through cease
and desist orders or otherwise. Preneed-related complaints received by the Board’s
staff are first turned over to the Department’s investigators. The complaints are
processed by the Board once the investigation is completed. The hearing process
that follows can take up to one year to complete.

The Board's complaint investigation process conforms to the Virginia
Administrative Process Act (APA). The APA provides administrative agencies no
authority to issue cease and desist orders. A Virginia Court of Appeals case,
Greenwald Cassell Associates v. The Department of Commerce, 15 Va. App. 236
(Court of Appeals 1992), highlights the APA’s limitations on expedited
administrative action. The options are to (i) refer the matter to a Commonwealth’s
attorney for prosecution (whenever criminal conduct may be occurring) or (ii)
petition a circuit court for injunctive relief. In Greenwald, the Virginia Court of
Appeals vacated a Department of Commerce cease and desist order issued via an
administrative letter. The Court held that such a letter was without basis in the
APA or elsewhere.

The joint subcommittee learned that some boards within the Department of
Health Professions (e.g., the Boards of Medicine and Pharmacy) have explicit
statutory authority to summarily suspend their licensees' professional activities.
However, the joint subcommittee determined that where preneed funding is in
jeopardy, e.g., where the Department of Health Professions has reason to believe
that preneed funding has been misappropriated, the Department should have the
further authority to seek the appointment of a receiver for the funeral
establishment. This action, rather than license suspension, would furnish the best
method of promptly locating and protecting purchasers’ preneed funding.

Public Hearing. Representatives of the funeral and insurance industries
attended the joint subcommittee’s meetings, and many of them testified at a public
hearing on October 6. Funeral directors testifying before the joint subcommittee
echoed the theme expressed in letters from the Northern Virginia and Tidewater
Funeral Directors Associations. Both letters (attached as Appendix H) questioned
the need for additional regulation of the preneed industry, citing the 1989
legislation's breadth and the limited number of preneed complaints received by the
Board of Funeral Directors since 1989. The letters and witnesses also urged the
retention of all current preneed funding options.



Insurers marketing preneed insurance products in Virginia including United
Family Life, represented by Henry McVey, also questioned the need for any
additional regulation. David Peters, representing Forethought, another preneed
insurance carrier, advised the joint subcommittee that his examination of preneed
complaints at the offices of the Board of Funeral Directors and Embalmers and at
the State Corporation Commission revealed no complaints containing allegations of
misconduct by any insurers in connection with preneed policies. Additionally,
Malcolm Osborne, a representative of the Blue Ridge Mutual Association (Virginia’s-
sole remaining burial society), urged the subcommittee to leave undisturbed
existing laws concerning preneed insurance.

D. DISCLOSURE, BONDING AND ACCOUNTING

The joint subcommittee learned that once a preneed funding contract is sold,
there is no statutory or regulatory requirement for regular or periodic updates on
the status or current value of the funding instrument, whether it is a preneed
insurance policy or bank trust. According to Douglas Monroe of Chesapeake Bank,
some financial institutions (including Chesapeake) providing preneed trust services
furnish periodic account statements to trust account customers.

It was suggested to the joint subcommittee that (i) financial institutions
providing preneed trust services and (ii) insurers selling policies funding preneed
contracts or intermediaries holding these policies in trust or in some similar
arrangement, all be required to provide annual or periodic account statements to
policy purchasers. According to Monroe, one significant benefit of these statements
is that they may prevent an account holder’s next-of-kin from overlooking the
existence of preneed funding arrangements (Monroe’s remarks attached as
Appendix I).

The American Association of Retired Persons (AARP) favored post-purchase
disclosure of earnings associated with preneed funding contracts. Additionally, the
AARP proposed: (i) independent audit reports of all trust funds submitted at least
annually to a state enforcement agency and (ii) bonding requirements for all who
accept, handle or have access to preneed trust funds.

Robert F. Haas, representing the AARP, told the subcommittee that his
Association supports the enactment of legislation aimed at protecting preneed
funding from the time it leaves a purchaser’s hands until it is deposited in a
preneed trust account or is used to purchase a preneed insurance policy. He
suggested that the joint subcommittee recommend legislation requiring fidelity
bonding to cover these funds or, in the alternative, establishing a preneed guaranty
fund created by nominal, per-contract payments by funeral licensees.
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In North Carolina, Haas noted, funeral establishment licensees pay $15 per
preneed contract sold into a preneed guaranty fund (North Carolina G.S. § 90-
210.66, Appendix J). If a licensee misappropriates preneed funds and purchaser
reimbursement cannot be obtained from the licensee or his business, the purchaser
is paid from the guaranty fund. A former member of Virginia’s Board of Funeral
Directors and Embalmers also recommended bonding or some form of mandatory
errors and omissions insurance to address this issue.

The joint subcommittee made no recommendations concerning bonding, a
guaranty fund, or errors and omissions insurance. :

E. PRENEED CEMETERY CONTRACTS

Preneed funeral contracts are one component of the preneed market. The
other is the marketing and sale of preneed cemetery contracts involving the sale of
gravesites and related merchandise such as memorials and burial vaults. Sellers of
preneed cemetery contracts are required to register with the Department of
Agriculture and Consumer Affairs, but are not otherwise licensed by any regulatory
agency. Additionally, in-person solicitation of prospective preneed cemetery
contract purchasers is not prohibited, as it is for the sale of preneed funeral
contracts.

Members of the joint subcommittee learned of the emergence of funeral
homes and cemeteries that are affiliated or held in common ownership. This
suggested to some joint subcommittee members the possibility of joint, in-person
solicitation for preneed cemetery contracts and preneed funeral contracts. The joint
subcommittee received testimony on this issue from Mark A. Droughman,
representing the Virginia Cemetery Association (copy of remarks attached as

Appendix K).

Droughman emphasized that funeral homes and cemeteries have separate
laws governing each industry. Common ownership would not eliminate the
obligation of each business to comply with regulations applicable to its operation.
Addressing the solicitation “cross-over" issue, he stated that cemetery
representatives are barred by a combination of statutory and case law from
marketing funeral services and related items.

Droughman and Vernon E. Stuart of the Parklawn Memorial Park in
Hampton told the joint subcommittee that current preneed statutes and regulations
provide a bright line separating permitted from prohibited preneed marketing
activities. These clear-cut restrictions, combined with the low level of preneed-
rclated complaints, suggested that the current framework is working.

11



Droughman and Stuart also noted that the demographics of preneed funeral
and preneed cemetery sales are quite different. According to Droughman, a typical
preneed funeral customer is between 65-75 years old. Preneed cemetery contract
marketing, on the other hand, targets a younger audience between the ages of 45
and 60 suggesting, Droughman said, a less vulnerable purchasing group. The Joint
Subcommittee made no legislative recommendations concerning preneed cemetery
contracts.

II1. JOINT SUBCOMMITTEE RECOMMENDATION AND LEGISLATIVE
ACTION.

Recommendations received and reviewed by the joint subcommittee during
the course of its work are summarized in Appendix L. Significant proposals
recommended and not recommended are described below.

1. Recommended.

Authority of the Department of Health Professions. It was suggested to the
joint subcommittee that the Department of Health Professions should be authorized
to intervene more expeditiously in cases where preneed contract purchase money
may be lost. A proposal permitting the Department to seek injunctive relief or the
appointment of a receiver in such circumstances was made to the joint
subcommittee ( Appendix M). This measure was passed by the 1995 General
Assembly as HB 1839 (Appendix O).

Centralized preneed recordskeeping. The joint subcommittee reviewed and
recommended a proposal to permit centralized preneed recordskeeping by funeral
establishments in Virginia under common ownership, management or control
(Appendix N). The recommendation was intended to assist companies with several
chapels which must, under current Board regulations, maintain preneed contracts
and related records at the funeral establishments. A copy of the proposal is
attached as Appendix N. The measure passed as HB 1494 (Appendix P).

2. Not Recommended.

House Bill 999. Carried over from the 1994 Session in the House Corporations,
Insurance and Banking Committee (CIB), House Bill 999 (Appendix E) was
reviewed informally by the joint subcommittee. The bill would have required that
funds used to purchase any preneed funding contract or instrument incorporating
the word “trust” be deposited in a Virginia financial institution. The joint
subcommittee made an advisory recommendation that the bill not be recommended
by House CIB.

12



Preneed cemetery contracts. Concerns expressed by some joint subcommittee
members about potential dual-solicitation of preneed funeral and preneed cemetery
contracts resulted in the study’s expansion to include a brief review of preneed
cemetery regulation. Modifying preneed cemetery contract solicitation laws was
suggested to the joint subcommittee but not recommended.

Preneed regulatory oversight. It was suggested to the joint subcommittee that
the separate service and funding components of preneed funeral contracts result in
fragmented regulatory oversight. The Board of Funeral Directors and Embalmers
can address complaints within the scope of its authority over its licensees.
However, the Board has no authority vis-a-vis banks and insurance companies
selling preneed funding products and services. Complaints addressing funding fall
within the jurisdiction of the State Corporation Commission’s Bureau of Financial
Institutions or Bureau of Insurance. The joint subcommittee made no
recommendations to modify the current regulatory structure.

Statements of account. A recommendation to require all sellers of preneed
funding products and services, e.g., insurance companies and banks, to provide
periodic statements of account to preneed customers was not endorsed by the joint
subcommittee.

Audits, bonding, and recovery fund. The suggestions of the AARP and others
that Virginia should require a state regulatory agency to perform period audits of
preneed operations; require bonding of all individuals involved in preneed sales;
and establish a recovery fund to compensate individuals whose preneed funds were
misappropriated were not adopted by the joint subcommittee.

Appreciation of preneed insurance policies and annuity contracts. It was
suggested by a subcommittee member that current law requiring that preneed
insurance policies and annuities appreciate at the rate of five percent or the annual
increases in the CPI be repealed or broadened to require banks providing preneed
trust services to guarantee the same rate of return. The subcommittee did not
recommend either suggestion.

skkdesiok
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APPENDIX A
GENERAL ASSEMBLY OF VIRGINIA -- 1994 SESSION

HOUSE JOINT RESOLUTION 141

Estabiishing a joint subcormmiliee to study sales, rmarketing and jfinancing practices
associatec with preneec funeral contracts.

Agreed to by the House of Delegates. March 10, 1994
Agreed to by the Senate, March 8, 1994

WHEREAS, the sale of preneed funeral confracts within the Commoenwealth is 2
multi-million doilar component of {uneral industry revegues, and

WHEREAS, a large percentage of preneed funeral coniract sales are made to elderly
Virginians who, in many cases, lack the sophistication, education, or capacity to undersiand
the documeants and agreements that comprise such agreements; and

WHEREAS, in many cases, preneed fumeral confracts cost purchasers several thousand
dollars, representing 2 substanual investment by such purchasers, and frequently a large
perceatage of their savings: and

WHEREAS, the marketing and financing of such contracts are largely unregulated; and

WHEREAS, the potentai for misleading sales, marketing and financing practices
associated with the sale of such contrac:s is very greatl; and

WHEREAS, it is in the public interest that purchasers of such coatracts be protected
from such practices; now, therefore, be it

RESOLVED by the House of Deiegates, the Semate concurring, That a joint
subcommittee be established to study sales, marketing and financing practices associated
with the sale of preneed funeral contracts within the Commonwealth. as well as related
issues desmed relevant The joint subcommittee shall consist of thirteen members, four
members of the House of Delegates to be appointed by the Speaker of the House; three
members of the Semate (o be appointed by the Senate Committee on Privileges and
Elections; one funeral director from the Virginia Funeral Direciors Association to be -
appointed by the Speaker; one funeral director from the Virginia Morticians Association tc
be appointed by the Semate Committes on Privileges and Elections; one represeatative of
insurers selling life imsurance or annuities used to fund preneed fuperal coniracts to be
appointed by the Speaker; one represeantative of Virginia financial institutions providing
trust services in connection with preneed funeral contracts to be appointed by the Senate
Committee on Privileges and Electons; and the Commissioner of Insurance and the
Comumissioner of Financial Institutions within the State Corporation Commission or their
designess,

The direct costs of this study shall not exceed § 7,250.

Tae joint subcommittee shall compiete this study in time to submit its findings and
recommendations to the Governor and ihe 1995 Session of the Geaneral Assembly as
provided in the procedures of the Division of Legisladive Automated Systems for the
processing of legislative documents,

Impilementaton of this resolution is subject to subsequent approval and certification by
the Joint Rules Committes. The Commiltee may withhold expenditures or delay the period

for the conduct of the smudy.
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Repor: of tne SJoint Subcommitiee Studying
Sreneed Conzracts for Funerzl Services

to
The Govermor and the General Assembly of Virginia
Richmond. Virginia
vanuary, 198%

-3
(o)

The Honorable Gerald L. 3aliles, Goveramor of Virginia
andé ‘
The General Assemely of Virginia

INTRODUCTICN

The Zollowing resolution, House Joint Resolution No. 30, acgreed 2o during
the 1988 General Assembly Sessicn, established a joiat subcommiftse to study
the laws relztad to preneed contriacts Zor fugeral services. The jeinat
subcommitiee was asked to study the laws related to preneed comtracts ZIor
funeral services and determine the feasibility of proposing a comprehensive
law on preneed contacts. '
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GENERAL ASSEMBLY OF VIRGINIA - 1888 SESSION
ZCUSE JOINT RESOLUTION NO. 50

Estebiishing ¢ joint subcormmtiee ro sixdy the lows relcted o preneec’ coniracis o

Juners! ser.:ces.

Agreed to by the House of Delegates, Marca 1!, 1988
Agreed to by the Semare, March 3, 1988

WEZREAS, the laws reiating to the sale of preneed coontracts for funerai services are

located in several titles of the Code of Virginia; and
WHEREAS, several organizations are commitied to the deveicpmeat of comprehensive
state laws governing precaid funeral arrangements; and
WEEREAS, at this time the funerz{ service industry appears (0 be im a sate of
evolution with diverse parties engaged in marketing contracts for funeral arrangeme=nts on

a preneed basis: and .
WHEIREAS, among these pardes are individuals licensed to practice {uneral services as

well as various insurance companies; and
WHEZREAS, some insurance companies have developed agreements with funeral homes

to provide services (o their insureds upon the insureds’ deaths and are including brochures

picturing funeral mercaandise and discussions of the costs of fuperal services in their

marketing sirategies: and

WEEIREAS, since March of 1984, the Office of the Attorney General has issued five
opinions relating !o the sale of preneed contracss for funeral services and the management
of the trust accoun!s for such contracts: and

WHEREAS, certain of these opinions construe the laws of Virginia to authorize oy
licensed funera! service providers to arrange and compiete preneed confracts, (o proaibit
certain forms of solicitation of premeed contracts, to require cermain price discicsures at
any tme a preneed conmact is arranged, to proaibit irrevocable ust agreemeats in
preneed contracts and lo require that the funds of preneed confracis be deposited in
separate. ideatifiable trust accounts regardless of the availability of computerized systems
for separate accounting, tax forms and FDIC insurapnce coverage; aow, therefere, be it

RESOLVEZD by the House of Delegates, the Seaate concuwrring, That a2 joinl
subcommiftee is hereby esiablished to study the laws reiated (o premeed coafracts ior
funeral services. The joint subcommittes shall determine the advisability of propesing a
compreshensive law on preneed coatracts and shall idenfify the sssearial componeats of any
suca law. [n its defibergdons, the joint subcommittes shall receive comments (rom
representatives of all industries involved in selling preneed coatracs, excedt {or preaeed
contracts of the cemetery industry, which shall be studied under the provisions of House
Joint Resolution No. 73, the insurance industry, consumer organizations and any other
interested parties. The jcint subcommittes shall also consuilt with the Departiment of Heaith
Regutatory Boards and the Board of Fumeral Directors and Embalmers as well as the

Bureau of Iasurance.
The joint subcommittee’s deliberations shkail include, but not be limited to, the following

issues:
l. What forms of solicitation for preneed coatracts shcuid be ailowed or shouid the
solicitation of preaeed contracts continue to be prohibited as provided in the present law?
3. How car adequate protection and education be provided (o the consumer iz such
areas as rights (o refunds. commingling of trust {unds. revocable versus irrevccable tuss
and assignmenrs, guaranlesd versus aonguaranteed prices, penalties for aondelivery of
services, delivery of damaged merchandise, ttme and piace for delivery of merchandise

and comparability of merchandise?
J. How can the poor and elderty be protected [rom eatering inlo buriai contracts which

might render them ineligible for medical assistance services?

The joint subcommittes shall consist of sevea members {0 be appointed 2s foilows: WO
members from the House Committee on Health, Welfare and Iinsttutions, oge member {rom
the Hcuse Committes on Corpucativns, [nsurance and Banking and cne member at large
from the House of Delegates (0 be appointed by the Speaker of the Eouse of Deiegates;
two members of the Senate Committee on Zducaton and Healith and one memper of the
Senate Committee on Commerce and Labor to be appointed by the Seaate Csommittee of

Frivileges and Elections.
The joint subcommittee shall complete its work in time (0 make its recommendations to

the 1989 Session of the General Assembly.
The indirect cost of this study is estimated to be $13.045: the direct cost shall not

~=maad €2 0N
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ACXCROUND

Preneed contracts are contracts for funeral arraccements executed while
the individual whose funeral is being arranged is alive. The popularity of
preneed contracts in  Vicginia, as well as throughout the natiom, is
increasing. The Federal Trade Commission projects that the stsady growth of
contsacts will continue ard a2 major shiff in ZSumerzl  purchasing

)

Tuneral homes may generate anywhere from 30 fo 75%
0f their gross annual sales through preneed contacis. Iasurance companies are
Decoming active in this area, and the Zunding of preneeé contracts throuch
12Ze Insurance policies and annuity contracts is a growing trend. There ares 2
number of companies chat sell preneed contracts for Iumeral services iz
Virginia. New <types of pians anc methods of marketing praneed furmerzl
services are constantly being developed as competition in the preneed area

increases.

treneed
behavior may be underway.

It is generally agreed that consumer protection is 3 primary corcern in
The consumer makes payments Zor
after his

the reguliation of preneed fumeral comtracts.
goods and services that will zot be delivered or rendersd until
death. In most cases companies 5elling preneed comtracts target the elderly
gooulation. There are few documented cases of abuses by companies selling
sreneed conmtracts in Virginia, although the Board of Tumeral Directors and
Zmbaimers has received some consumer complaints.

The American Association of Retired Persons (AARP) has developed a Model
waw for Prepaid Tunerai Arrangements, and its representatives have contactad
several Virg:inia legislators. to discuss the possibility of ezacting such a law
in Virginia. The National Association of Insurance Commissioners established
2 Working Group on Prepaid TFunersl Plans wnich identified disclosurs o
consumers as its principal concera.

Virginia curcently reguires that a preneed contract be in writinc and
Tevocable by the consumer. All money paid under the contract must Se
deposited into a separate, identifiable itzust account pursuant :o Title 11 (§
1i-24 et seq. of the Code of Virginia). Title S4.1 a2lso addresses prenesd
funeral contracts. lets &

Only a fumneral service licepnsee may arrznge and complet

oreneed contract for funeral services. A Zfuneral service licensese must
completa forty-five hours of coursework, graduats from 2 two-to—four vear

program at an approved mortuary school and compietz 2 {wo-year residan
t=aineeship. The traineeship rcesquires the trainee to assist in embaiming
todies and conducting funeral services. The 3Zoard of Tuneral Directors &nd
Imbalmers issues licenses to Zuneral services licsnsees, enforces laws and
oromulgates reguliations governing the Iumeral service imdusirv. Solicifzticn
of creneed contracts door to door or by telephone is pronibizad.

1
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In Oc*tober, 1987, CGuardian 2lans, Inc, filed z lawsuli in federal district
court acainst the members of the Virginia Board of Tunerzl Direciors and
Embalmers and the Director of the Department of Hezlth Reculatorv 3Boards.
is one of the major companies marketing preneed insurance-funded

Guardian
contracts in Virginia. It 1is a subsidiary of Service Corporation
£irm in North America. 1In

International, wnich is the largest funeral service £i
its lawsuif, Guardian allegced that Virginia's ban om solicitation and
licensure recuirements wers unconstituticnmal. The suit was defanded by the
OfZice of the Attormey General, which argued that the laws being challenged
orovided consumer protection and were withiz the prerogative of the Ganeral
Assembly. The Virginia T'uneral Directors Association, which intervened in the
suit, took the position that certain types of solicitation could be
prohibited but that the existing law does not arprnsslv orohibit preneed
solicitation. The court dismissed Guardian's lawsuif, stating that Virginia's
rules governming the Sumeral irdustsy may not and need not be the wisest, as
long as the goal is to protect the public. The cour: cited House Joint
Resolution 50 and stated that the legislature is the appropriatz forum %o
study the regulations. The case is curcently on appeal.

ACTIVITIES AND FINDINGS

The subcommititee held Zive meetings, including two public hearings, o
evaluate existing legislation andé determine the need for a comprehensive law
cegarding preneed funeral contracts. The subcommitiee heard Z-om ipndividual
consumers and consumer groups, including the American Association of Retired

Persons, the Memorial Society of Northerm Yirginia and %he Virginia Cltlizens
Consumer Coum:il. The major consumer for

issues presentad were the need
better disclosure of the terms of loth the preneed comtract and funding
mechanism and f eedom of choice in making <Iumeral ar-angements. Otler
consumer concerzs included discrepancies between the quality of merchandise
delivered compared to that originzlly selected and adcditiomal payments
required when merchandise originally selected is 1o longer aveilable.

Tuneral Directors and Zmbalmers (the 3Soard), the Virginia
Mor-iciaps' Association and
industry actively
the Virginia

The Board eof
Funerzl Directors Association. the Virginmia
aoumerous individual members of the fumeral service
sacticipated in all meetings of the subcommittee. The 3oard,
Puneral Directors Association and the Virginia Morticians' Association took
he positicn that selling Zuneral services preneed reguires a licensed funeral
orofessional who has completed a comprehensive training program, including a
resident traineeship. All supoortad the continued ban on in-perscn
solicitation for preneed Ifuneral contracts.
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The Virginiz Morticians' Association expressed iis concern over The
existence of exciusive agency ac-eements bectween funerzl service providers and
insurers, which can limit :zhe consumer's choice of furersl service providers

The subcommittee also received :testimony from furial

and funding mechanisms.
associations, group life insurance associations, the Bureau of zZsurance ard 2

bank which regulariy serves as the trustee for prazneed trusts.
2 the

5

Az

Tivitias
-

Service Corporation  Intermational (5CI) carticipated

subcommitise's proceedings and opposed prohibition of tslemarketing ac

for solicitation of preneed contracts and the requirement that only a funerzl
service licensee may engage in prenmeed planning. SCI proposed legislation
sstablishing a separate category of licensure for persons engaged in selling

preneed contracts, with a maximm of 100 hours of coursework required for
licensure. '

The subcommitzee also received testimony from the Department of Medical
Assistance Services regarding Medicaid eligibility and premeed trusts. I
Department advised -he subcommitiege that the Medicare Catastrophic Coverage

far of assets policy and that Medicaid ias

Act of 1988 changed the tramsier
adopted a burial exclusion provision which allows a Medicaid recipient to set

aside funds Zor burial. The funds need not be ia‘am irrevocable trust. The
Department has promuigated emergeacy regulations to this effect, and an
administration bill will be istroduced during the 1989 General Assembly
Session to amend the Virginia Code to reflect these changes. These cianges
will resclve the previous corflict between the reguirsment &that a Jreneed
funeral contract must be revocabis and the exclusiomary rule which provided
that funds must ke iz an ircevccable- tTust to be excluded Irom an applicant's
assets when determing Medicaid eligibility.

The subcommitiee studied the Model Law prepared by the AARP, existiag
trust requirements Zor preneed contsacts and current ’-eg-ulat;on ox the Zuneral
industry by the 3ocard. The subcommitZee identified the need Zor a
comprenensive statutz which would address the myriad of preneed arTangements
currently being marketed and provide adeguate disclosure to consumers I

Virginia.

RECOMENDATIONS

The subcommitiee determined that preneed contracts Zor Zfuneral goods and
services for wnich the consumer pays i advance should he reculated ragardless
the contracts arz Zunded. This includes preneed comtracts tiad o e
types of Iunding mechanisms that currently exist, such as {-usT acTounts
apauity and life insuramce contracis, as well as Zunding mechanisms Ihat 32y
se develeped in the fuzurs. The subcommiiise decided that the gzrznead
contracis should be regulated by the 3oard of Tunerzl Diractors and Zmhelimers
and the contract which provides for the funding of &the funeral ar-angements
should be regulated vy the aperooriate agency for that particular type of
Zunding, i.e. 1ife insurance and amauity contracts should continue o Dbe
Tegulatad bv iasurancse laws and the Bursau of Iansurance, bank trust aczounts
and certificates of deposi:t spould Dbe rczgquiated kv Danking laws and

regulations.

of how

ana
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The subcommitize determined that preneed funeral planning should be done
oniy by licensed professionzls. The subcommittee electeé not to alter cusrent
licensure reguirements for selling preneed cantrac 5 but granted the 3Boazd of
Tuneral Directors and Embalmers the authority to determine reguirements for
selling preneed. The subcommittee votad to clarify and retain &the cursent ban
on <face-to-face and telephone solicitation for preneed planning. The
subcommittee also recommends oumerous consumer protaction provisicaos,
including comprehensive disclosure reguirements applicable to both the
preneed contracts and =cslated Zunding contracts. In addition, the
subcommittee vwvoted to consoiidate propesaed and existing - laws applicable to
preneed funeral comtracts andé to place such consolidated laws in Chaptar 28 o2
Title 34.i. The proposed legislation contains housekeeping and aditorial

changes a2s well as substantive changes. BEach substantive change is summarized

below.

54.1-2803, page 2, line 5

w)

Specifically grants autiorify to regulats preneed funeral contracts to the
3oard of Funerzl Directors and Embalimers.

4.1-2805, page 9, line 20

)

plannin

\n

Makes it illecal to angage .n the business of preneed ZIZunerai

-l -

without a license.

54.1-2806 page 10, line 9

)

Prohibits preaneed olicization using in-person (Zace-to-face anc by

t{2iephone) communicaticn.

54.1-2807 D, page 13, line I

W)

Pordids intarference wizh the freedom of choice of the public in selecting
funeral service providers or preneed Ifunerzl plans.

54.1-2820 page 13, line 18

Len

protection provisioms of preneed Zfuneral
on Zorms prescribed by the Board: contrac:ts
of the supplies and services purchased :is
the provisions of any preneed toust:
contracts must be revocable and provide Zor refund upon tarmination of the
contract by the consumer). Sets forth recuirements for substiftution i
substitution of suppliss or services is necessary. Specifies adéizlonal
disclosures which are -squired when a life insurance or annuity contracs

is used to fund the preneed funeral contrac:.

Requires numersus consumer
contracis (ccniracts must pe
must disciose whether the price
guaranteed and must znumerate

§ 54.1-2822, cage 16, line 13

2
-

-
(X1}

t
{5
©

to be placed in trus

Reduces from 100 to 90% the amount of money
for is guarantszed.

orice of the sucplies and services contractad
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Page 18, line 5

Repeals Chapter 5 of Title ll; the majority of these secszions have been
incorporated into Title 34.1

bh-':

The Joint Subcommitiee Studying Preneed Tumeral Contracts recommends
the 1989 General Assembly adopt the proposed legislation.

Respectfully submitted,

Delegate Alan E. Mayer, Chairman
Senafor Zdward ¥. Hollanc, Vice CSairman
Delegate William T. Wilson

Delegate Leslie L. 3yrme
Delegate-William J. Howell

Senator Frank W. Nolen
(See additional remariks arctached
as Appendix 3)

Senator Robert C. Scots
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' APPENDIX C
1582 ACTS OF ASSEMBLY [VA., 1989

marijuana upon the property, including buildings and grounds, of any public, private or
parochial elementary, middle or high school , upon public property within 1,000 feet of
such school property or while on any school bus as defined in § 46.1-1 .

B. Violation of this section shall constitute a separate and distinct felony. Any person
violating the provisions of this section shall , upon conviction, be guilty of a Class & feleny
imprisoned for a term of not less than one year nor more than five years and fined not
more than $100,000 . However, if such person proves that he sold such controlied substance
or marijuana only as an accommodation to another individual and not with intent to profit
thereby from any consideration received or expected nor to induce the recipient or
intended recipient of the controlied substance or marijuana to use or become addicted to or
dependent upon such controlled substance or marijuana, he shall be guilty of a Class 1
misdemeanor.

C. If a person commits an act violating the provisions of this section, and the same act
also violates another provision of law that provides for penalties greater than those provided
for by this section, then nothing in this section shall prohibit or bar any prosecution or
proceeding under that other provision of law or the imposition of any penalties provided for
thereby. :

CHAPTER 683

An Act to amend and reenact § 53.1-240 of the Code of Virginia, relating to per diem cost
of maintenance in detention homes. .

(H 1259}

Approved April 5, 1989

Be it enacted by the General Assembly of Virginia:

1. That § 53.1-240 of the Code of Virginia is amended and reenacted as follows:

§ 53.1-240. Schedules of per diem cost of maintenance in detention homes;
reimbursements of cities and counties.~The Board shall establish schedules setting forth the
per diem cost to each locality for maintaining a child in a detention home. In accordance
with the schedule the Board shall, in addition to all other reimbursements on account of
such detention homes, reimburse each city or county for the cost of maintaining in such
homes any children committed to the Department. The Board shall review annually and
adjust, if justified, the per diem it pays to localities for the care of state wards.

CHAPTER 684

An Act to amend and reenact §§ 8.01-512.4, 37.1-142, 3824021, 54.1-2800 and 54.1-2803
through 54.1-2807 of the Code of Virginia and to amend the Code of Virginia by
adding in Chapter 28 of Title 54.1 an article numbered 5, consisting of sections
numbered 54.1-2820 through 54.1-2825, and to repeal Chapter 5 of Title 1l of the Code
of Virginia, consisting of sections numbered 11-24 through 11-29, the amended, added
and repealed sections relating to preneed funeral contracts.

[H 1265
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CH. 684] ACTS OF ASSEMBLY 1583

Approved April 5, 1989

Be it enacted by the General Assembly of Virginia:

i. That §§ 8.01-512.4, 37.1-142, 38.2-4021, 54.1-2800 and 54.1-2803 through 54.1-2807 of the
Code of Virginia are amended and reenacted and that the Code of Virginia is amended by
adding in Chapter 28 of Title 54.1 an article numbered 5, consisting of sections numbered
54.1-2820 through 54.1-2825, as follows:

§ 8.01-512.4. Notice of exemptions from garnishment.—No summons in garnishment shall
be issued or served unless a notice of exemptions and claim for exemption form are
attached. The notice shall contain the following statement:

NOTICE TO JUDGMENT DEBTOR
HOW TO CLAIM EXEMPTIONS FROM GARNISHMENT

The attached Summons in Garnishment has been issued on request of a creditor who
holds a judgment against you. The Summons may cause your property or wages to be held
or taken to pay the judgment.

The law provides that certain property and wages cannot be taken in garnishment. Such
property is said to be exempted. A summary of some of the major exemptions is set forth
in the request for hearing form. There is no exemption solely because you are having
difficulty paying your debts.

If you claim an exemption, you should (i) fill out the claim for exemptmn form and
(ii) deliver or mail the form to the clerk's office of this court. You have a right to a
hearing within seven business days from the date you file your claim with the court. If the
creditor is asking that your wages be withheld, the method of computing the amount of
wages which are exempt from garnishment by law is indicated on the Summons in
Garnishment attached. You do not need to file a claim for exemption to receive this
exemption, but if you believe the wrong amount is being withheld you may file a claim for
exemption.

On the day of the hearing you should come to court ready to explain why your
property is exempted, and you should bring any documents which may help you prove your
case. If you do not come to court at the designated time and prove that your property is
exempt, you may lose some of your rights.

It may be helpful to you to seek the advice of an attorney in this matter.

REQUEST FOR HEARING-GARNISHMENT EXEMPTION CLAIM

I claim that the exemption(s) from garnishment which are checked below apply in this
case:

MAJOR EXEMPTIONS UNDER FEDERAL AND STATE LAW

..... 1. Social Security benefits and Supplemental Securify Income (SSI) (42 U.S.C. § 407).

..... 2. Veterans’ benefits (38 U.S.C. § 3101).

..... 3. Federal civil service retirement benefits (5 USC § 8346).

..... 4. Annuities to survivors of federal judges (28 US.C. § 376(n)).

..... 5. Longshoremen and Harborworkers Compensation Act (33 U.S.C. § 916).

. 6. Black lung benefits.

Exemptlons listed under 1 through 6 above may not be applicable in child support and
alimony cases (42 US.C. § 659).

.. 8&: 7. Seaman’s, master’'s or fisherman's wages, except for child support or spousal
support and maintenance (46 U.S.C.A. § 1109).

..... + & Unemployment compensation benefits (§ 60.2-600, Code of Virginia).

This exemption may not be applicable in child support cases (§ 60.2-608, Code of
Virginia).

..... 8 9. Portions or amounts of wages subject to garnishment (§ 34-29, Code of
Virginia).

..... 8- /0. Public assistance payments (§ 63.1-88, Code of Virginia).

..... 18- /1. Homestead exemption of $5,000 in cash (§ 344, Code of Virginia). This
exemption may not be available in certain cases, such as payment of rent or services of a
laborer or mechanic (§ 34-5, Code of Virginia).

e #- J2. Property of disabled veterans - additional $2.000 cash (§ 34-4.1. Code of
Virginia).
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1584 ACTS OF ASSEMBLY [VA., 1989

«... Ha: 13. Workers' Compensation benefits (§ 65.1-82, Code of Virginia).

. 3= 14. Growing crops (§ 8.01-489, Code of Virginia).

..... 13- 15. Benefits from group life insurance policies (§ 38.2-3339, Code of Virginia).

... - 16. Proceeds from industrial sick benefits insurance (§ 38.2-3549, Code of
Virginia).

..... 5 17. Assxgnments of certain salary and wages (§ 55-165, Code of Virginia).

..... 19. Preneed furzeml trusts (§ 54.1-2823, Code of Virginia).

..... 18: 20. Other (describe exemption): § ........ccccereurees

I request a court hearing to decide the validity of my claim. Notice of the hearing
should be given me at:

(address) (telephone no.)
The statements made in this request are true to the best of my knowledge and belief.
(date) (signature of judgment debtor)

§ 37.1-142. Preservation, management and gifts of ward’s estate—~A. Subject to any
conditions or limitations set forth in the order appointing him, the fiduciary shall take care
of and preserve the ward's estate and manage it to the best advantage. He shall apply the
personal estate, or so much as may be necessary, to the payment of the debts of his ward,
and the rents and profits of the residue of his estate, real and personal, and the residue of
the personal estate, or so much as may be necessary, to the maintenance of such person
and of his family, if any.

B. On petition of the fiduciary to the court that appointed him, the court may -direct
the fiduciary to make gifts from income and principal not necessary for the ward’s
maintenance to those persons to whom the ward would, in the judgment of the court, have
made gifts if the ward had been of sound mind. A guardian ad litem shall be appointed to
represent the interest of the ward, and reasonable notice of the hearing shall be given to
the ward and to all persons who would be heirs or distributees of the ward if he were
dead, or beneficiaries under any known will of the ward. However, the court in its
discretion may authorize the hearing to proceed without notice to any beneficiary who
would not be substantially affected by the proposed gift. In a manner not inconsistent with
the ward's estate plan, the court shall determine the amounts, recipients and proportions of
any gifts of the ward's estate after considering (i) the size and composition of the ward’'s
estate, (ii) the nature and probable duration of the ward’s incapacity, (iii) the effect of such
gifts on the estate’s financial ability to meet the ward's foreseeable maintenance needs, (iv)
the ward’s estate plan, (v) prior patterns of assistance or gifts to the proposed donees, (vi)
the tax effect of the proposed gifts, and (vii) such other factors as the court may deem
relevant.

C. The fiduciary of a ward’s estate may make a gift, not to exceed $100 to each donee
in a calendar year and not to exceed a total of $500 per calendar year from such income
and principal, without the requirement of a court-appointed guardian ad litem for the ward,
without the requirement of notification to the ward or to any person who would be an heir
or distributee of the ward if he were dead or a beneficiary under any known will of the
ward and without requiring a court hearing. Prior to the making of such a gift, the
fiduciary must consider conditions (i) through (vii) as set forth in subsection B of this
section and must also find that the ward has shown a history of giving the same or a
similar gift to a specific donee for the previous three years prior to the appointment of the
fiduciary.

D. The fiduciary may transfer assets of a ward or a ward's estate into an irrevocable
trust .where such transfer has been designated solely for burial of the ward or spouse of the
ward in accordance with conditions set forth in § 32.1-325 (2) and may ailso contractually
bind a ward or a ward’s estate by executing a preneed funeral contract described in § #3234
Chapter 28 (§ 54.1-2800 et seq.) of Title 5¢4.1 , for the benefit of the ward.

§ 38.2-4021. Interest in benefits; assignability; liability to attachment, etc.~No beneficiary
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shall have or obtain any vested interest in a benefit until the benefit has become due and
payable upon the death of the member. No certificate of membership in any burial society,
nor any interest or rights in the certificate shall be assigned unless the assignment is to a
person authorized by § 38.2-4019 to be named as a beneficiary except for the purpose of
funding or paying for a pre-need preneed funeral contract as deseribed defined in § 11-34
54.1-2800 , notwithstanding the provisions of § 38.2-4022, and so long as such assignment is
' revocable by the assignor. No money or other benefit provided by any burial society shall
be liable to attachment, garnishment or other process, or be seized, taken, appropriated or
applied by any legal or equitable process or operation of law to pay any debt or liability of
a member or beneficiary, or any other person who may have a right to the benefit, either
before or after payment.

§ 54.1-2800. Definitions.—As used in this chapter, unless the context requires a different

meaning:

“Advertisement” means any information disseminated or placed before the public.

“At-need” means at the lime of death or while death is imminent.

“Board” means the Board of Funeral Directors and Embalmers.

“Embalmer” means any person engaged in the practice of embalming.

“Embalming” means the preservation and disinfection of the human dead by external

or internal application of chemicals.

“Funeral directing” means the for-profit profession of directing or supervising funerals

or preparing human dead for burial by means other than embalming.

“Funeral director” means any person engaged in the practice of funeral directing.

“Funeral service establishment” means any main establishment, branch or chapel where

any part of the profession of funeral directing or the act of embalming is performed.

“Funeral service licensee” means a person who is licensed in the practice of funeral

services. .
“In-person communication’ means face-to-face communication and telephonic
communication. :

“Practice of funeral services” means engaging in the care and disposition of the human
dead, the preparation of the human dead for the funeral service, burial or cremation, the
making of arrangements for the funeral service or for the financing of the funeral service
angl.tne selling or making of financial arrangements for the sale of funeral supplies to the
public.

“Prenced” rmeans at any time other than at-need.

“Preneed funeral contract” means any agreement where payment is made by the
consumer prior to the receipt of services or supplies contracted for, which evidences
arrangements prior to death for: (i) the providing of funeral services or (i} the sale of
funeral supplies.

“Preneed funeral planning” means the making of arrangements prior to death for: (i)
the providing of funeral services or (ii) the sale of Jurneral supplies. '

“Resident trainee” means a person who is preparing to be licensed for the practice of
funeral services under the direct supervision of a practitioner licensed by the Board.

“Solicitation” rmeans initiating contact'with consumers with the intent of influencing
their seiection of a funeral plan or funeral service provider.

§ 54.1-2803. Specific powers and duties of Board.-In addition to the general powers and
duties conferred in this subtitle, the Board shall have the following specific powers and
duties:

1. To establish standards of service and practice for the funeral service profession in
this Commonwealth.

2. To regulate and inspect funeral service establishments, their operation and licenses.

3. To require licensees and resident trainees to submit all information relevant to their
practice or business.

4. To enforce the relevant regulations of the Board of Health.

5. To enforce local ordinances relating to funeral service establishments.

6. To determine the qualifications for inspectors serving as its agents.

7. To establish, supervise, regulate and control, in accordance with the law, programs
“-= -acident trainees.
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8. To establish standards for and approve schools of mortuarv science or funeral
service.

8. To adopt a common seal.

10. To regulate preneed funeral contracts and preneed funeral trust accounts as
prescribed by this chapter, including, but not limited to, the authority to prescribe preneed
contract forms, disclosure requirements and disclosure forms and to require reasonable
bonds to insure perforrmance of preneed contracts.

§ 54.1-2804. Licensing authority.—The Board of Funeral Directors and Embalmers is
authorized to determine the qualifications to enable any person to engage in the practice of
funeral service, preneed funeral planning, funeral directing, embalming and the operation of
a funeral service establishment.

§ 54.1-2805. Engaging in the funeral service profession or the business of preneed
tuneral planning or acting as a funeral director or embalmer without a license.-It shall be
unlawful for any person to engage in or hold himself out as engaging in the funeral service.
profession or the business of preneed funeral planming , to operate a funeral service
establishment, or to act as a funeral director or embalmer or hold himself out as such
unless he is licensed by the Board.

§ 54.1-2806. Refusal, suspension or revocation of license.~The Board may refuse to
admit a candidate to any examination, refuse to issue a license to any applicant and may
suspend a license for a stated period or indefinitely, or revoke any license or censure or
reprimand any licensee or place him on probation for such time as it may designate for
any of the following causes:

1. Conviction of any felony or any crime involving moral turpitude;

2. Unprofessional conduct which is likely to defraud or to deceive the public or clients;

3. Misrepresentation or fraud in the conduct of the funeral servlce profession, or in
obtaining or renewing a license;

4. False or misleading advertising or solicitation ;

5. Solicitation of dead human bedies gr-need or any preneed solicitation using in-person
communication by the . licensee, his agents, assistants or employees ; whether sueh
soleitation oeccurs after desth or while death is impending ; however, general advertising
and preneed solicitation, other than in-person communication, shall be allowed;

6. Employment by the licensee of persons known as “cappers” or “steerers,” or
“solicitors,” or other such persons to obtain the services of a holder of a license for the
practice of funeral service;

7. Employment directly or indirectly of any agent, employee or other person, on part or
full time, or on a commission, for the purpose of calling upon individuals or institutions by
whose influence dead human bodies may be turmed over to a particular funeral
establishment;

8. Direct or indirect payment or offer of payment of a commission fo others by the
licensee, his agents, or employees for the purpose of securing business;

9. Use of alcohol or drugs to the ‘extent that such use renders him unsafe to practice
funeral serviee his licensed activity ;

10. Aiding or abetting an unlicensed person to practice within the funeral service
profession;

11. Using profane, indecent or obscene language within the immediate hearing of the
family or relatives of a deceased, whose body has not yet been interred or otherwise
disposed of;

12. Solicitation or acceptance by a licensee of any commission or bonus or rebate in
consideration of recommending or causing a dead human body to be disposed of in any
crematory, mausoleum or cemetery;

13. Violation of any statute, ordinance or regulation affecting the handling, custody, care
or transportation of dead human bodies;

14. Refusing to surrender promptly the custody of a dead human body upon the express
order of the person lawfully entitled to custody;

15. Knowingly making any false statement on a certificate of death;

16. Violation of any provisions of Chapter & ¢ -4 et seq) of Title 1} and Chapter 7
(§ 32.1-249 et seq.) of Title 32.1;
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17. Failure to comply with § 54.1-2812, and to keep on file an itemized statement of
funeral expenses in accordance with Board regulations;

18. Knowingly disposing of parts of human remains, including viscera, that are received
with the body by the funeral establishment, in a manner different from that used for final
disposition of the body, unless the persons authorizing the method of final disposition give
written permission that t2e body parts may be disposed of in a manner different from that
used to dispose of the body;

19. Violating or failing to comply with Federal Trade Commission rules reguiating
funeral industry practices; and

20. Violating or cooperating with others to violate any provision of this chapter or the
regulations of the Board of Funeral Directors and Embaimers or the Board of Health.

§ 54.1-2807. Other prohibited activities.—A. A person licensed for the practice of funeral
service shall not (i) remove or embalm a body when he has information indicating the
death was such that a medical examiner’s investigation is required pursuant to § 32.1-283 or
(ii) cremate or bury at sea a body until he has obtained permission of the medical
examiner as required by § 32.1-284.

B. Funeral service establishments shall not accept a dead human body from any public
officer except a medical examiner, or from any public or private facility or person having
a professional relationship with the decedent without having first inquired about the desires
of the next of kin and the persons liable for the funeral expenses of the decedent. The
authority and directions of any next of kin shall govern the disposal of the body.

Any funeral service establishment violating this subsection shall not charge for any
service delivered without the directions of the next of kin. However, in cases of accidental
or violent death, the funeral service establishment may charge and be reimbursed for the
removal of bodies and rendering necessary professional services until the next of kin or the
persons liable for the funeral expenses have been notified. ‘

C. No company, corporation or association engaged in the business of paying or
- providing for the payment of the expenses for the care of the remains of deceased
certificate holders or members or engaged in providing life insurance when the contract
might or could give rise to an obligation to care for the remains of the insured shall
contract to pay or pay any benefits to any licensee of the Board or other individual in a
manner which could restrict the freedom of choice of the representative or next of kin of a
decedent in procuring necessary and proper services and supplies for the care of the
remains of the decedent.

D. No person licensed for the practice of funeral service or preneed funeral planning
or any of his agents shall have eny pert in eny transaetion which iR eny way interferes
interfere with the freedom of choice of the general public in the choice of persons or
establishments for the care of human remains or of preneed funeral planning or preneed
funeral contracts . .

E. This section shall not be construed to apply to the authority of any administrator,
executor, trustee or other person having a fiduciary relationship with the decedent.

Article 5.
Preneed ‘Funeral Contracts. :

§ 54.1-2820. Requirements of preneed funeral contracts.—A. It shall be uniawful for any
person residing or doing business within this Commonwealth, to make, either directly or
indirectly by any means, a preneed funeral contract unless the contract:

1. Is made on forms prescribed by the Board and is written in clear, understandable
language and printed in easy-to-read tyvpe, size and style;

2. Identifies the seller, seller’s license number and contract buyer and the person for
whom the contract is purchased if other than the contract buyer;

3. Contains a complete description of the supplies or services purchased;

4. Clearly discloses whether the price of the supplies and services purchased Is
Suararnteed;

5. States if funds are required to be trusted pursuant to § 54.1-2822, the amount to be
trusted, the narne of the trustee, the disposition of the interest, the fees. expenses and
taxes which may be deducted from the interest and a statement of the buyer's
responsibility for taxes owed on the interest;
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6. Contains the name, address and telephone number of the Board and lists the Board
as the regulatory agency which handles consumer complaints;

7. Provides that any person who makes payment under the contract may terminate the
agreement! at any time prior to the furnishing of the services or supplies contracted for; if
the purchaser terminates the contract within thirty days of execution, the purchaser shall
be refunded all consideration paid or delivered, together with any interest or income
accrued thereon; if the purchaser terminates the contract after thirty days, the purchaser
shall be refunded any amounts required to be deposited under § 54.1-2822, together with
any interest or income accrued thereon; '

8. Provides that if the particular supplies and services specified in the contract are
unavailable at the time of delivery, the seller shall be required to furnish supplies and
services strnilar in style and at least equal in quality of rnaterial and workmanship and the
representative of the deceased shall have the right to choose the supplies or services to be
substituted;

9. Discloses any penalties or restrictions, including but not limited to geographic
restrictions or the inability of the provider to perform, on the delivery of merchandise,
services or prearrangement guarantee; and )

10. Complies with all disclosure requirements imposed by the Board,

If the contract seller will not be furnishing the supplies and services lo the purchaser,
the contract seller must attach to the preneed funeral contract a copy of the seller’s
agreemnent with the provider.

B. If a life insurance or annuity contract is used to fund the preneed funeral contract,
the following must also be disclosed as prescribed by the Board: .

1. The fact thet a life insurance policy or annuity contract is involved or being used to
Jund the preneed contract; : . ’

2. The nature of the relationship among the soliciting agent, the provider of the
supplies or services, the prearranger and the insurer;

3. The relationship of the life insurance policy or annuity contract to the funding of
the preneed contract and the nature and existence of any guarantees relating to the
preneed contract; and .

4. The impact on the preneed contract of (i) any changes in the life insurance policy or
annuity contract including but not limited to changes in the assignment, beneficiary
designation or use of the proceeds, (ii) any penalties to be incurred by the policyholder as
a result of failure to make premium payments, (iii) any penalities to be incurred or moneys
to be received as a result of cancellation or surrrender of the life insurance policy or
annuity contract, and (iv) all relevant information concerning what occurs and whether any
entitlements or obligations arise if there is a difference between the proceeds of the life
insurance policy or annuity contract and the amount actually needed to fund the preneed
contract. .

C. When the consideration consists in whole or in part of any real estate, the contract
shall be recorded as an attachment to the deed whereby such real estate is conveyed, ﬂﬂ_d
the deed shall be recorded in the clerk’s office of the circuit court of the city or county in
which the real estate being conveyed is located.

D. If any funeral supplies are sold and delivered prior to the death of the subject fo_’
whom they are provided, and the seller or any legal entity in which he or a member of his
family has an interest thereafter stores these supplies, the risk of loss or damage shall be
upon the seller during such period of storage.

§ 54.1-2821. Exemptions.~This article shall not apply to the preneed sale of cemetery
services or supplies regulated under Article 3.2 of Chapter 3 of Title 57 (§ 57-35.11 et SGQ-_)-

$ 54.1-2822. Deposit of money received pursuant to preneed funeral contract.—Within
thirty days jfollowing the receipt of any money paid pursuant to any preneed funeral
contract or interest or income accrued thereon, unless such amounts are paid to fund
either an annuity or an insurance policy which will be used to purchase the funerd!
supplies or services contracted for, the person receiving such amounts shall deposit _‘7”
consideration paid pursuant to the terms of a preneed funeral contract in which the price
of the supplies and services is not guaranteed, or ninety percent of all consideration paid
pursuant to the terms of a preneed funeral contract in which the price of the supplies and
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APPENDIX D

1994 SESSION

1LD2837364

HOUSE BILL NO. 963
Offered Januarv 25, 1994

A BILL to amenc and reenac: § 32.1-325.01 of the Code of Virginia.

relating

o

single-premium. term lIife insurance policles jfunding preneed juneral contracts: cash

surrender value.

Pawron—Morgan

Referred to Commitiee on Corporations, Insurance apd Banking

Be it enacted bv the General Assembly of Virginia: -
1. That § 32.1-325.01 of the Code of Virginia is amended and reenacted as follows:

§ 32.1-325.01. Certain term life insurance considered resources.

4. When making eligibility determinations for institutional or community-based care io
be paid for bv the Deparument, the Deparument shall comsider as an uncompensated
transfer all resources thar are used bv an applicant to purchase any term life insurance
policy that does not have a benefit payabie at death that will equal or excesd rwice the
sum of all premiums paid for such policy if such policy was purchased within thirty
19 months prior to the dare of application for assisiance. . A

B. The provisions of this section shall not apply to term life insurance policies for
pre-need funerals pursuant to § 54.1-2820, except that any benefits paid under such policy
in excess of such acrual expenses shall be subject to recovery bv the Deparmment of
Medical Assistance Services for Medicaid payments made on behalf of the deceased
insured. The provisions of this section shall not apply 0 any ferm life insurance policies

purchased prior to the effective date of this law.
C. Single-prermium, term [ife insurance policies junding

preneed juneral contracts

described in § 54./-2820 shall be deerned to have cash surrender values of ar least [fijty
percent of their face value jor the sole purpose of making efigibdity determninations for
institutional or community-based care to be paid jor by the Department.

Passed By
The House of Delegates
without amendment O
wliih amendmeni
substitute
substitute w/amdt

0

Date:

Date:

Official Use By Clerks

Passed By The Senate

without ameadment
wiil amenament
substitute

substitute w/amdt

O
o

3

Clerk of the House of Delegaies

Clerk of the Senate
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APPENDIX E
1994 SESSION
LD2938364

HOUSE BILL NO. 999
_ Offered January 25, 1994
A BILL toc amend and reenact § 54.1-2822 of the Code of Virginia, relating to preneed
Jureral contracts; deposit of trust principal in Virginia financial institutions.

PatronéMorgan

Referred to Committee on Corporations, Insurance and Banking

Be it enacted by the General Assembly of Virginia:

1. That § 54.1-2822 of the Code of Virginia is amended and reenacted as follows:

§ 54.1-2822. Deposit of money received pursuant to preneed funeral contract.

A. Within thirty days following the receipt of any money paid pursuant to any preneed
funeral contract or interest or income accrued thereon, unless such amounts are paid to
fund either an annuity or an insurance policy which will be used to purchase the funeral
supplies or services confracted for, the person receiving such amounts shall deposit all
consideration paid pursuant to the terms of a preneed funeral contract in which the price
of the supplies and services is not guaranteed, or nipety percent of all consideration paid
pursuant to the terms of a preneed funeral contract in which the price of the supplies and
services is guaranteed, in a special account in a bank or savings institution doing business
in this Commonwealth.

B. Notwithstanding any provision in subsection A, any amounts paid to fund any
preneed funeral contract, or any agreement supplementary thereto, that is described as or
denominated a trust agreemen!, trust contract, trust instrumert, funeral trust, or otherwise
uses the term *“trust” to connote or suggest that any such armounts will be placed or held
in trust or in a comparable fiduciary status, shall be deposited in a special account in e
bank or savings institution doing business in this Commonweaith as provided in subseclion
A

The funds shall be deposited in separate, identifiable trust accounts setting forth the
names of the depositor, the trustee for the person who is the subject of the contract, the
name of the person who will render the funeral services and the name of the person who
is the subject of the contract. The purchaser shall have the right to change the beneficiary
and trustee of the trust at any time prior to the furnishing of the services or supplies
contracted for under the preneed funeral comtract. Trust account records shall be subject to
examination by the Board.

No funeral director, embalmer, funeral service licensee, owner of a funeral
establishment, or any person employed by or having an interest in a funeral establishment
shall serve as trustee of a trust account for which any such person, or any funeral
establishment owned by or employing such person or in which such person has an interest,
has been named the beneficiary or designated the provider of services, unless two or more
such persons are named and serve as trustees and are required to act jointly in such
fiduciary capacity.
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APPENDIX F
STATEMENT DATE 12/731/¢93

SMESAPEAKE NATIONAL BANK TRUSTEE

THANK YOU FOR ALLOWING ESTATE ASSURANCE
SYSTEMS THROQUGH CHESAPEAKE NATIONAL BANK
TO SERVE YOU. WE ARE VIRGINIANS DOING
BUSINESS WITH VIRGINIANS.

3.0. BCX 1419 .
(ILMARNOCK, VA. 22482

TRUST DEPARTMENT STATEMENT

BENEFICIARY:
FUNERAL HOME:
TYPE OF TRUST:

SOCIAL SECURITY &:

FEDERAL TAX ID #:

ACCOUNT NUMBER:

DATE TRUST OPENED:

DATE MATURED:

FINAL BALANCE PaAID:

CURRENT BALANCE:

$

THE ABOVE CURRENT TRUST BALANCE REFLECTS ACCOUNT TOTAL AT YOUR TRUST
ACCOUNTING YEAR END AND NET OF ALL DEDUCTIONS. THE FOLLOWING IS A

SUMMARY OF ACCOUNT CHANGES:

FEDERAL INCOME TAXES PAI

D, S. . STATE TAXES PAID, S.

YEAR-TO-DATE ADMINISTRATIVE FEES, §.

ALL FEDERAL AND STATE TAXES HAVE BEEN PAID ON THIS TRUST FOR

THIS TAXABLE VYEAR.

THERE IS NO FURTHER INCOME TaAX LIABILITY.




Dear Trus: Cusiomer:

. Enclosed is the annual statemeat for your Trust Account. All fess have been
paid and all interest earned on this account has besn reported to the Internal

Revenue Service. Chesapeake National Bank will handle the Federal and Virginia

State Tax filing for your account. Therefore, there is no further tax Hability on

your part.

SECURITY IS OUR NUMBER ONE ASSET. You bave chosen one of the
most secure investment methods available for your pre-arrangemeat funds - - a
bank trust. No other pre-nesd plan is as secure.

In order to provide our trust customers with the most efficieat servics on
their accounts, Chesapeake Nadonal Bank utilizes the expertise of Estate
Assurance Systems, Inc. (EAST), which is a corporation that specializes in these

trust services.

Estate Assurance Systems, Inc. (EASI) and Chesapeake National Bank
(CNB) are separate and unaffiliated corporate entities. EAS] markets the Provider
Trust and Horizon Trust programs for which CNB serves as trustes and aiso
provides certain administration and other support services to CNB in connection
with these programs. For these services, EASI receives a fes payable by CNB that
is based on the aggregate principal amount held in trust by CNB under these
programs. Trust fess paid to CNB by participants in the Provider Trust and
Horizon Trust programs and specific fess paid to EAST are published in the bank's
annual report and Provider Fixed Income Common Trust Fund audit which are
available to all existing and prospective customers by writing to the following
address:

Provider/Horizon Trust

Chesapeake Natonal Bank

P.O. Box 1419 '

Kilmarnock, Virginia 22482

CHESAPEAKE NATIONAL BANK

- ESTATE ASSURANCE SYSTFMS, INC. -
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oo PROVIDER
Burial Trust Agreement
A Living Trust

THIS TRUST AGREEMENT 1s made between

(hersinehier calnd “Trusior)

/ /
! (5001 Securhty Kumber). - : (On'e of Birty) (Ackirens)
f 8nd CHESAPEAKE BANK (hersinatier called “Trusies™} . a banking association headqtsnered in Kiimamock, Virginia.
" T}n‘l’mslprdoshas 10 creale & ust which, upon the death of

(s “Decsased)

. /. /

{Social Geawity Munber) {Owto of Birth) (Addsess)
will provide and pay for the luneral services of the Deceased and lo that end has irenslerred and delivered 1o Ihe Trustee the lunds or ofher proparty
specified in patagraph 1 hereo!. The Trustar hereby appoints

A

e (The Funers! Direcior) {Addvees)
1o provide Ihe juneral services in accordance with the temms of the Trust,
) NOV’V, THEREFORE, tbe Trustor and the Truslee agres as foliows:

. $

1. Estabiishment and Pumpose of Trust Fund. The Trusior hereby conveys lo the Trustest_an Insurance policy to be held by # In bust
{the "Trust Fund™) with a} powers and authority hereinatter conierred, and the Trustee shall hoid. administer, and dispose of the Trust Fund in
acoordance with the terms hereol. The Trust Fund shall be used solely for he paymeni of the funeral services and property described below or that
may be selected et a later date by the Trustor or, § no selection is made by the Trustor, by the Trustee or other person authorized by the Trusies.
- The-Trust Fund shat be deemed lo include all net interest and income accrued thereon.

2. Description of Funeral Services. Thw Trusior hereby selscts the following services and personal properly. The Truslea has the powes
a@yﬂmﬁybmellws@sﬁqlbndmﬂnu- A rtyin Wnihek iected are not available uponhe death ol the Deceased.

o

. Services: (check[_Jwhere pphcable) To be selected at a later date ] . .
Professional & Administralive Services [ Preparation of the Body [[]; Embaiming [J: Use of Faciities (chapel, viewing, etc.) {1:
Transportation - Removal (J; Funerat Coach [J; Fiower Car[J); Service Car [J; Famiy Car[].

Personal Property: (check [Jwhere appicable) To be selocied 8l a tater date [ ).

Casket - Bronze (], Copper (], Steel {J, Harowood [, Cloth [}, Vault of Other Burtal Receptadie - Air Seat [, Top Seal [}:
Steet 1, Corcrete [J: Other["); Otiver Merchandise
Addilionn_l Instruclions:

. 3. Type of Trust. This Trust Agn shali be irr ble and the funds placed In trust her der are not refundable. The Trustor
expressly waives ail rights and powers to revoke or terminale this Trust and renounces any Interest, eliher vested or contingant, in the Trusl Fund.
The Trustor shali have no access lo or right 1o revoke , alter, or amend the Trus! or 1o change bensliclary or beneliciaries of the Irrevocabie Trust
account once the Trust s estabitshed. ’

4. Disbursement to Funeral Director. Uponthe receipl by the Trusies of a cerlified copy of the death certificale o! the Deceased, and an lemized
slalemant signed by tha Furrers! Direcior showing that he compilied wiih all the Trustor's instructions hereunder, the Trustee ehall pay over and
deliver to the luneral direcior the enlite Trust Fund, or so much thereoi as provided for in the Agreement and Understanding (Aitachment B) which
is incorporaled by relerence and.made & part of this Trust Agreement.

§. Disbursement of Funids Not Paid to Funeral Director. || any balance remains in the Trust Fund aher payment of the funerat related expenses,
or il no such expenses sre actually incurred, the Trusiee shall iranster the Trus! Fund, or the remaining balance thereol, to the persons who would
have been entilied \o receive the Estale of The Deceased (as dstermined by the Trusles afler reasonabls investigation or upon cerllification befieved
‘\‘l)l be accurate) and in the same proportions as they would have taken, had the Deceased died intasiale, unmarried, and domiclied in the State of

rginia. - :

6. Appointment of New Funeral Director. The Trustor shall have the right to appoint a new funeral director to provide funeral services for the
Deceased. In the absence o! any amployment ol a Funeral Director by the Trustor, the Trustee shall appoint a Funeral Director to provide lunara!
services for the Deceased, or the Truslee shall reimburse, In the manner it desms appropriale, any other person for the funeral expenses Incurred
by him on behali of the Deceased. in the event the Truslee, in its sole discretion, determines thal It is nol advisabie to have the Funeral Uireclor
appoinied hereunder provide the designaled funeral services, the Trusiee shall appoinl 8 new Funerel Director lo provide such luneral services.

7. Trustae’s Powers and Duties. The Trusles agrees 10 serve as Tiusies for 1he banellt of tie Trustor in accordance with the tenns of this
Trust. In managing and administering the Trusl Fund, the Trustee shall have alf the powers, subject to the Eovislons of the Agresment and
Understanding (Altachment B}, set forh In Seclion 64.1-57 of the Code of Virpinia as in force on Ihe date of 1his Trus! Agreement. The Trustee
may resign and appoint 8 successor Trustee upon reasonable notice in writing to the Trustor and Funeral Director. The Trustee shall provide an
annugl slaiement io both the Trusior and Funerat Director showing principal funds plus accrued inieres!, end in addilion shall provide an annue!
statement of income 10 the Trustor for lax purposes where such e slatement is required. The Trusiee has authority io deposit all or any portion
of the Trus! Fund In Chesapeake Bank Intgrast-bearing accounts and to put all or any portion of the Trusl Fund into a common trust fund.

B. Trustes's Fees. Forlis services, the Trustee shall be enlitied 10 take and receive a fee In accordance wilh its published fee schedule at
the time the services are sendered for similar trust senvices. The Trustee shall be relmbursed for any reasonsble axpenses incumed in the
performance of services under this Trust Agreement.

9. Allachmenls to ihis Trust Agreement are : Policy#

Underwriter

Oihar

IN WITNESS WHEREOQF, the Truslor end the Trusles have execuled this Trusl Agreament ali as of the date first above wrlllen.
Trusior Chesapeake Bank, Trysiee

By: By:

Xa

g’: © 1994 Eslinle Assurante Sysioms_ Inc

p

i

X
2

FUB. NO. B4-1IT -1

.‘.;:
R T K B Wﬁm?m@@@o%@swﬁﬁwgéi
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PRE-NEED
PFPE.

PROGRAMS
Allianz Life Insurance Company of North America
Minneapolis, Minnesota
APPLICATION
Agent's Numper Agency Number
1. Proposed Insurec/Annuitant - First, Middle, Lzst Name 8. Plan Face AmountS______
O Single Premium Whole Life Rider: Face Amount$_ .
_ , Pad v -
2. Curent Age | Sex Birthdate | Sirthplace 7sPremmm Amount s aid with Ag
— i Payment Frequency:
3. Residerce: [ ReguiarMonthly  [J Check-A-matic (0 Other
Street Number of Payments
City State 8. Excess Interest Option
Zo Teienhane ( ) (Lite Products Only)

4. Social Security Number

8. Owner

5. Cecupziion

10. Beneficiary (Name and Relationship)

Quallfying Questions
ALL QUESTIONS APPLY 7O THE PROPOSED INSURED
Give full detalls for any yes answers to questions 11 through 16 in Remarks
Answer only question 11 for annusity applications

11. Is the policy apoliec tor to reptace/change any

Yes No

Yes No
13. Do you take any prescribed medications on @

insurance or annuity in this or any other company? O 3 requiar basis? g C
12. Have you ever 16. Within the past § years have you been examined
2. Been treated for alcoholism or drug habits? o O or been treated by any physician or practifoner? [0 O
b. Had insurance declined, rated or postponed? (0 [ If yes, give name and address of attending physician:
i2. Have you ever had or bean advised that you had:
a. Any disoraer of the heart or circulatory system,
hign or low biocd pressure or chest pain? O 0
b. Cizbetes, cancer or tumors? | = -
C. Any nervous, mental or brain disarder or any 7. ;rgemgob"?s;iggaw;g?mwge and beief, are you ]
dzziness, fzinting spells or convulsions? O O ¥ o, ive fudl detzlls in Remarks.
d. Any disezse or ciscraer of the digestive system, decd
fespiratory system, nervous System or unnary 18. Height ft in. Weicht Ibs.
system? = O 12, Remars.
e. Any disease or disarder of the muscles, bones, -
or joints? o O

14. Dunng the past S years, have you besn diagnosed
by a member of the medical profession as fiaving
Acquired Immune Deficiency Syndrome (AIDS),
AIDS Relzted Compiex (ARC), or an AIDS

refateg condition?

-
|

Form Ne. PER-5003

Continuz on Raverse Side

38




Agreement

It is represented that ! have read the siatements and answers given on the first page of this appiication; they are irue, complete and
comectly recorded to the best of my knowiedge and beiief. it is zgreed that this application will be the basis for ang form 2 part of any
policy issued on this application. It is further zgreed that any poiicy issued on this application will not take efiect uniess deth of the
following conditions are met: (&) the full first premium is paid; znd (b) the policy is issued during the lifetime of the Propasad Insured/
Annuitant and, if this appfication is for insurance, during the continued insurability of the Proposed Iinstred.

Dated at this day of 19

Y X

Signature of Witness (Agen mus winess wners raquired by aw)

Signature of Proposed insured/Annuitant

Signature of OWner (¥ cther than Froposed Insured/Anrstan)

Agent's Replacement Statement: To the best of my knowiedge, the poficy applied for will will not reptace or change any

existing fife insurance or annuity poficy.

Month Day Year Signature of Agent
Authorization and Disclosure Notice

.} (Proposed Insured) authorize any physician, medical practitioner, medically refated facility, insurance or reinsuring company, the Medical
information Bureau, Inc., or other erganizafion or person having iniormation avaiiable about my physical or mental condition, non-medgical
information, and/or treatment of me relevant to my insurability, to give to Allianz Life insurance Company (Alfianz Life), or its reinsurers,
any and all such information.
| understand the information obtained by this Authorization will be used by Alianz Life fo determine efigibifity for insurance znd/or bene-
fits under an existing poficy and for other business purpeses in connection wit the insurance relationship. The information cbtained may
ot be rejeased to any persen or organization except fo feinsuning companies, the Medical Information Bureau, Inc., or other persons or
organizations performing services in connection with my application, ¢laim or as may be otherwise lawfully required or as | mav further
authorize. '
| have read and received the Medical Information Bureau Pre-Noiice and the Fair Credit Reporting Act Notification of Investigation
hefore completing this application. | undersiana that this Authorization shall be vaiid for 26 months from the date shown below and that,
upsn request, | have a right of access to and correction of personal information. '

X

Dated

Dated

Month Day | Year Signature of Proposed insured
Funeral Home Retail
Endcrsement Cradit
Other Savings
Funded by Totat Yalue

Assignment: In return for tha promise to provide such services as agreed upon and described in a Funeral Contract bearing the same date
as this Assignment, | hereby assign to the funeral home named above the proceecs of the policy of inswrance mndxng such Funsral
Contract. It is understood that: () said funeral home will hold the funding poiicy of insurance in my personal fle in therr office; and (b)
«nake such policy available for my review upon request

Revocation: | or my legal representative may revoke this Assignment by giving written notice at any tme before the geath of the person

insured under the funding policy of insurancs.

Witness Owner

Ferm No. PFP-5005
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o690 Tl ! Sreet ful. 9A0614-161
8510 Slaples Mill Rd. 940514-162

Date:

Coniract #:

Pre-Need Funeral Contract

for

Name of Recipies of Services

(Zip)

Charges shown are for those items that you seiccied or that are requi
we will explain the reason in writing below,
Il you sel lafi { that may req

I/ Il we are requised by law or by 8 cemetery or crematory o use sny items,

embaiming, such ss & {uneral willr viewing, you may have lo pay for embeiming. You do not have io pay

for embatming you dici not approve if you selected srrangements such a3 o direct cremation or immedisie burial If we charged for embaiming, we

will expinin below,
L A. ' PROFESSIONAL SERVICES

I Dasic Services of Funeral Director

sl SiafT 3
{l.  Funeral [fome Facilities and Stall
a. Tacilities and Stal{ for viewing/visiiali 3
b. Facitlties anct Stail for funeral
cereniony pel or rooms) 3
c. Factlities and Stall for memorisl
scrvice 3
d. Equiprrent snd Stai( for graveside
service S
e. Equipment snd Siatl for wif-premise
service. s
{. Additional Stelf for ofl-,. mise service
8t night snd alf out-of-10-.. 0 3esVi 3
g. Organist 3
. Embaiming & Olier Preparstion of
Reuwins
a. Gmbnaiming 3
b. C ing. D 'y & C. g 3
c. B i S
V. 1 di Burisl 3
V. Direct Cr A 3
Y1 Forwarding Remains fo ssother
Funeral liome 3
VIL. Receiving Remaings for another
Funeral liome 3
Vi, Aulomotive Equipment
a. Transfers ins to | | home S
b. Heacse 3
c. Floral Car S
d. Service Car 3
e. Additionai Milenge
@ LT L —-
Total of Services SeleClEd cvimseae. 3
B. MERCHANDISE®
Casket...
Outer Durisi Comuiner 5
Delivery Charge - Sat. San. lioliday 3 .
Grave EQUIPMENL ..o eeciianec. mreeeceseesesmsrines . SR
Canrlles & Kneeler 3
Supplics M
Clothing S
Cremation Um 3
Padat or Cremation Container 3
Cremellon Vaull b

3
3

Total Mdse. Seiccted
Total Services & Mdse. Selected ...
*Merchandise Subject to

%o V&.Sales Tax

J—

O FULLSERYICE T CREMATION O IMMEDIATE BURIAL O SIIP OUT

C. SERVICE & MERCIIANDISE - By Others
Certificates __ @3 jea 3
Police Escont
Clergy Honorariom

Organist @ Clwsch
Soiloist

C ion Fee
Medical Examiner Fee
Toll Telephone Calls
FAX

Air or Rail Fare
Other Funeral liomes Charges
Limousine Service

— Jen.

br Lo

b b

| PR R J PR N

LR I N =Y

Total Services &Mdse. Dy Others monmnS

SUMMARY
Toal A& DB
Totai C.
Towsl A.B+C
Va. Ssies Tax

TOTAL

» W 4 e

Reason for Embaiming

The only warrenties, express or implied, granied in
connection with the goods sold in this pre-need funersl
contract, are the express wrillen warrsaties, if any,
extended by tho manufacturers thereol. No other

and no ies of MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE are
exiended by the Funeral Service.

‘I STATEMENT OF GUARANTEE
Dy signing this contrsct, B1ileY _ Funeral

Service agrees to the stelement checked below (check

one):

_& Pre-financing guatsniees that no sdditions!
psyment will be required from the family or
estnte for guaramtecd scrvices and supplies
provided the Grsnd Totsl of: these
arcangements is paid in full snd the interest is
sliowed to sccumuisic in your recount.
Payment of the dilference will be required for
the non-g d estimsied liems if they
incrensc in price :

Tue prices lor ilems under meschandise and
prolessional services sre not guarsnieed.

In witncss whercof. he Duyer and the Funesal Tlome have executed this comiract, intending its terms 1o be in accordance with the Code of Yitpinia
and any reguistions implementing the Cotle. By signing this conirsct you acknowiedge that you have been provided sccess 10 ihe opporiunity 1o read

NE LUISCIosure Stlatements,

{Designee of Funeral Home)

Joseph W, Bliley Cn inc

(Buyer)

(Funerai lioine)

(Contract Daie)
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I1I. GENERAL INFORMATION

in order that the buyer may understand the
relationships of al! panies invoived in this pre-
need arrangement and contract, the following is

provided:
A. Buyer Apnlicant
B. Funeral Jlome Providing Services ~Bliley
C. Pre-need orranper _E..T:SEE)’____
Employed by: (Funceal Home) Blitey
Licensed Funcral Direcior
in Virginia yes 3 no

Funesal Director License —
Number # 229807211
The following information will be given il 8n ‘insurance
policy or annuity contract is used 1o fund this agreement:

A. Buyer _AQD'! icant
B. Insurance Company: Allianz
C. lInsurance Agent R. Seay

General Agent

Employed by Bliiey Co

(insurance Co.)

More than 20 Days

i vou tcrminaie this pre-need contract more thar thirty
tays afier the date on this conwract, you will be refunded
whamever amount was required 1o be placed in arevocable
trust fund, plus any inlerest or income it has eamed.
Any person wito funds this contract through  1rust fund
which is imevocable or through an insurance/anouity
policy or throngh the transier of real esisie/personal
property may not be eligibie for a refund.

VII. PENALTIES OR RESTRICTIONS

The F | Service has the foliowing
penalties or sesirictions on the pro* “sions of this contract
1. Removsl ar burial within mile radius of

2. Maximum distance serviced al no charge:

3. Amount of removal or burial outside of service ares
. per mile, )
4.  Maximum distance would not service:

5. Insertan explanation of the Funeral Home's inabllity
10 perform the request(s) of the Buyer!

€. 1f seiccied goods and services specified in the

1 are tmabnilabic al the ime of need:

A. The fimeral home shall be required to furnish
supplies and services similar in stylc and stleast
equal in guatity of mawerial and workmanship

0001
Method of Funding

A. Insurance. Yes-Annuitv
B. Trust

1. Amount to be trusied:

2.Namc of Trustec:

.3.Disposition of )

inicrest; Puid-yp Life insurance and

4_Fees, Expenses, Taxes
deducted from enmed interest:

5.Buyer's Responsibility for
Taxes owel on interest:

NIA

N/A

IV. CONSUMER INFORMATION
The Board of Funeral Directors and Embatmers is author-
tzed by 54.1-2800 el seq. of the Code of Virginin 1o regulaie
the praciice of pre-need funeral planning. Consumer com-
plaints should be direcied 10:
Tie Board of Funeral Direciors and Embaimers
1601 Rolling Hills Drive, Suitc 200
Richmond, Virginia 23220-5005
Teiephone Number (804) 662-9907
Toll Frez Number (B00) 533-1560

V. DISCLOSURES

The Disclosure Statem¢ .18 will be available for yourreview.
The Genera! Price List : “all be fumnished 10 you by the pre-
need amenger. These ¢ miain information that you mus!
receive by law and/ar U..: suthority of the Roard of Funerai
Directors and Embaime.s. You are entitlied to receive all
information is clear and simpie langunge including the
ianguage of he funding agreement for this pre-need arrange-
menl

If Bny iaw, cemetery, or crematory requires the purchase of
Bny of these ilems fisted in Part 1, the requirements will be
explained in writing.

By signing this contract.buver acknowlicdges availability of
and opponunily to read a copy of all of the required docy-
‘ments.

VI. TERMINATION OF CONTRACT

Any person who fonds this contract through a trust agrec-
ment may terminate this pre-need agreement at any lime
‘prior 1o the furnishing of the services or supplics contracted
for:

Within 30 Days

If you 1icrminaie this pre-need coniract m wnhng within
thinty drys of the date of this contmct, you will be refundzed
rll payments of whatcver type you have madz, plus any
interest or incame you ay have carned.

B. The represeniative of the deceascsl shall have
the right to choose the supplics or services 10 be
substitnied.

Inthe event that the pre-need contract designales a person
other than the buyer or recipiens of services to meke
ts for dispositional 1 ins, an addendum as
foliows shall be atiached to the pre-need contract:

Arrang

DESIGNEE AGREEMENT

Ndesignaie

of nddryx

N £
10 assi?%vuijlh the pre-need arranpements in my” behail,
Thisindividual is also authorized 1o work withzhe funersi

home alier My death toensure that these asraripementsare
fulfilics. The Felationship of my dcsigm:e/lo me is

Ruyer: N Drle:

Faccept the request of (byyes) ya

10 assist with his/ner pre-niogdarmngements and to work
with the funersl home sfigd his/her death to ensure that
these RITRISEMCNLS AT

Designee:

The foregoing s scknowledged beforoyme this

dar'of A9

Noap(:

AN

Pate Commission Expires:
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Funeral Services —

Basic services of Funeral Direstor and s § Casier s
‘mbaiming ' ' 3 Manusiactures

£ vox. se.....e" z funeral that may recu:u'e embaiming Mode!

such as a fneral with a viewing, you mav have to nav Mate=iais

for :moalnun You do not ‘have to pay for emoam'unv
vou dic not approve I vou seiect arrangements sach as Colors

direzt cremation or immediate burial [f we charge for _ o )

embalming we will expiain why: Outer buriai container . ]

Manufacurer

Modei

Materjal

Other (specify) ' S

Cther Freparadon

Faclides and swf for visitation and viewin

Faclities and staZ for nunera! ceremony

raciites for s and memoriai service

Zquipment for.s=E and graveside service

Immediate Buzial S, Direct Cremation

Croening and ciosing fee

Transier to Funerzl Home

Funerai Coacn

Family Vehicie(s)

Additional Services (specify)

Forwerding /Recerving Remaine Tortal Miscellaneous Items S
"TOTAL FUNERAL SERVICES S TOTAL GUARANTEZED [TEMS S

' n

a9

|I‘I

¢

TN

Totai Funeral Goods S

e

Miscsllaneous S

vy (n W

(7,

@y an

Non-Guaranteed Cash Advance I'ccms
“bituary Notices
2azh Cz‘:nczre
~iowers
M usic
:e:!v -i:mora.num :
Register Book

Acinowiedgement Cars
Saies Tax (as a::oncaoie1

Other (sae:zry)

w" W e

)

"B n

Total Non-Grarantesd Casn Advance Items -9
‘I'O AL GUARANTEZED AND NON-GLARANT""D I"'"MS s ____

We chizr 1+ you for our services in oumnme" (Coe""*v c2sh advance Items/

e foll »ving are any Legal, Cemetery or Cremarory Requirements that compei the purchase of funeral goods or
service
nsur ¢ e Agent \ame Agenr License Number-  Zmiover of Agent

Funer | Firm Name Person for whom Funerai Services are'to be provided

Sigma: . 2 of Funera] Fm Represenatve Name of Zurchaser

b canse ¥ Teiepnone Date mothaser’s Signature
Page 2 of Preneed Funeai Contace

! z vorfis company

* &0c-€33-33500

'»a
8

United Family Life Irsurgne¢ wompany * 230 join Wesiey Dobbs Ave. « Atlant, GA 36305

T, Wiy Zovv ~ Ukl Yollow Cooy - Fumers! Fir, Pink Copy - ramily



Preneed Funeral Contract

AGREZTVIENT: Punerzi Home agrees to crovide funerzl
€ services for the person nzmecd in the

200CS &n
zztemen: of Funerzsl Goods and Services uniess Z2o0SS

eyonc is COTMITOl prevent
uneral Some is unabie o provide the pianned fmerzal,

from deing so. If the

LURY MR V4]

another funeral esmplishment may de chosen

FUNDING: This Agreemen: is iimded by 2 life insurance
Doiicy, cerdficare or annuity conmac: (“Poiicy™) on the kfe
of the person named in the Staremen: of Funerai Goods
anc Service issuec by United Famiiy Life Insurance
Company, Atiantz, Georgiz. The face value will be
adjustec annually by & factor equa! tc the Consumer
Price Index ‘ :

GUARANTZ= OF FUNZERAL PRICE: Funerz! Jome's
remil price for the guaranteec price fmeral goods and
services chcsen under this Agreemen: (as indicared in
e Statemen: of Funeral Goods and Services) will not
exceec the retail price in effect at the tme of need or the
.total death bemedi pavebie under the Poiicy, whichever
is jess-This guarantes mezans that no additional payment

will be reguirec Tom the fzmily or estzie for the

guaranresd £00ds and sevvices vrovided full benefrs ars

Daid undes the Policy

The price-ior non-guzranreec- cash advance items-(2-
indicarec in the Statemen: of Gooas and Services; are
Dot ‘guaranteed at the signing of tnis agraemen: and will
be derermine< at the Hme of need. Payment for the
cifference for non-guaranreed irems-will be requwred i
they incezse In"price. Funeral Zome will not appiv that
corton of the Folicy purchased to fund norn-guaranteed
items 1 pay for guaranresd items.

if the proceeds of the Poiicy exceed the at-need retail

orice of the gooas and services seiectec, the excess
amount will'be paid to the estare of the insured or
contingent benedcary, in accorhance with the terms of
the Policy, sudlec:.to any_swmre.or loca! iaws concerning
the recovery of excess proceeds.

ZEFZCTIVE DATE OF GUARANTZZ: Where the Policy
is z full berned:s poiicy (not z fmited benedts poiicy), the
orice guaranree shall take effec immediarely. Where the
Folicy. is a-limitec benefits poiicy, the price guarzntse

shall take 2ffect on the date when full benefits are

- el

cayaple under the Poiicy; dusing the limired benedrs
sesiod, the price of all goods anc services chosen shall
De the at-need-price;-and if insurznce proceeds are
iadeguare 0 COVEr IS amOun: the QiTerence would
nezve to be paid by the fzamiiv or other legal
TeoresanEIve.

?zg& 1 of Prenesd Funeral ConTas ,
iy

TERMINATION OF PROVISIONS: The Agrzemen:
oe cznceliec at eny Zme Drior P =
furnisning goods and services. C iz

Agreemen: does nor cance! zither fhe Policy, whics

e -

temminates in accordance with its own terms zns
condidons, or any irrevocabie assignument of the Folicx
tc the Fre-Thanz Agreement Trust ANy premuums taid
will pe fully refunded if the Policy is canceliec within 30
cays of issue. Funerali HNome may deciare ihis
Agreement voic and ferminzes in the even: of the
foliowing: a) changing, in whoie or in par:, ths
beneficary designacion where the change negziiveiv
affecis Funerzl FMome's right to 0daln proczeds; b
failure to pay premiums when due; ¢} cznceilatior.,
surrendering or izzse of the Policy; d) borrowing agzins:
the Policy; e) revoiing or changing the assignment o7 the
Policy or ifs proceeds; or £) any other ac2on wiich may
result in. Policy canceliation or nongaymens of Droceeds.

MISCZLIANEOUS: runerai Home reserves the Zight
anc o

ey

substitute funerzl gooads similar in styie
eguivaient- or higher guality in materizis anc
woTkmansiiT 1o be seiected by the represen=tive of the
deceasec. Funerai Fome wiil not e Bzpie for any iaiiure
tc furnish goods anc services if the fzinure is cused by

factors peyond ifs conol

n

DISCLOSURES: Bv signing this Agreement, vou
acikmowiedge the following disciosures: 2. A mwren:
Generai, Casker znc Outer Burizi Conainer price st
was shown prior to discussine these Drices, serviges oF
merchandise; b. State law does not require he TuIthase
of anv of the funeral goods or services, 2xczpt 2s se:
forth in-the Statement of Funeral Goods and Services

red: ¢ The insuzance agent is the funerai direcor o7
someone whe is working unde- the direcdion or .conmrol
of the funeral director. A saies comzussion will de szicd
to the Imsurance agen:™whc soid you the policy. The
fumeral home makes nc warrandes or represemiziions
concerning the procucts sold herein. The only
warTandes are the express writfen wamranties, X anv,
extended bv the manufacture:, inciuding, but hot
Emitec ic; the impiied warrzndes of merchan@riiisy
and:3mess for & pardcuiar purpese; 2. You have.reac
understood and receivec @ copy of this Agresment anc

oreneec disciosure fOrmaticn.

Consumer complaints shouid be divectad o the Virginis
Board of Funeral Directors and Imbaimers, $60¢ West
Broad Streer, 2th fiocr, Kichmond, Virgimiz Z3230-1717

Y STT

(804) 562-9907 or =800} Z2=-1260.

L)
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3. Bencficiary

After sayment under any assignments, remaining proceeds

are to e Daid to the astate of the msured uniess another
benedciary is specified beiow. '

-

Beneficary

4. Replacement
Is any or the insurance appiied for intended to replace
any ocher insurance or annuities now in force with any

:_"GROUP;'Emohi_ii_m FoRrM
la. Insured | 1b. Applicagt (if other than Insured)
rirst Name Middle inigai Last Name First Name Middle Inigal Last Name
Street Street
Gty City
State Zip Code Stare Zip Code
Soc.Sec.# _ ___- _- __  Bithdate_ [/ / _
Reiationship to Insured
Phone# __ _ - _ _-__ _ _ Age Sex ____
2. Payvment Opdoans
Premium Amount Face Amount
Q Singie Premium s $
‘ Premium Amoun: Face Amount
Q3Pay QO5Pay Q10Pay l S )
OAnnuai OSemi-Annuai 2Quarteriy OMonthly 0 Automatic Payment  (Compiete back of form)

company?
OYs QONo

5. Health Quesdons

If the insured is physically or mentally unabie to compiere the appiication OR if the answer to either question is “ves” OR if
nesther question is answered, 4 olicy with limited benefis during the Srst one or two years (depending on pian) will be issued.

1) In the past three vears, has the insured had, been
medicaily acvised of having, or been treated for, or

hospiiaiized for any of the foliowng:

Stroke Kidney Dialysi Hear: Attack

Cancer Heart/Artery Surgery AIDS/ARC
JYes 2 No

6. Cerdfication

2) Is the insured crrently confined to, or a
resident of 3 hospital, hespice, rehabilitaton center,
convaiescence center or similar such fadiiity?

OYes QNo

jfo the best of my knowiedge and belief, the information on this apolication is compiete and tfrue. Also, if I amn the appiicant
ior insurance on the jife of the insured, I certify that I have an insurabie imrerest in his/her iife and full authority to use
fs/ner funds as premiums on the nsurance apviied jor. Your signanure enrolls vou as a member in the ASSOCIATION
FOR PERSONAL RESOURCE PLANNING, INC. through which United Family Group Life Insurance is provided.

Signature of insured or Appiicant if other than Insured

Date

7. Agenrs Ceardficaron

! certify that ail information contained in this appiication is Tue to the best of my knowiedge, was recorded accuratefy and

that this appiication was signed in my presence.

Signarure of Agent

Please Print Name

Signing Agent’s Soc. Sec?  Actount #

=z fOTfl:"camoany

United Family Life Insurance Company * 230 john Wesley Dobbs Ave. + Atlanta, GA 30305 « 404-655-3500

Wit Copy - UFL, Yellow Copy - Funerst Firm, Pink Copy - Famdy

Please 5ee Other Side
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Anthorization For Automaric Payment

amily Life insurance Company o inidate debr amzes «o my 20TOWst 0 pay for ey premiums due on [y solices

ancal msutnon:

H
d
f
£
[{]
a
=
[e]
h
uq
‘., ‘1l

Srench Locauon

_F-. -~
. SE3re

! uncarsznd thar I may revoke this suthoricazon upon 30 davs advance written actice, and thac United Family miav immediateiy

revoke wis orivilege if anv dett s net pac when Sresenred o my inancal inschudon.

Name Flease P-r) Care

Sznk Aczount Numiber

o—-‘a—..‘,

Netz: Zunds will e withdrawn =om vour banik ac:ouz:' on approximarely the Sro'of 2ach month

~PT TS ATTACE VOIDED CEECY EERfe—— = —~r ———- TS mmeemos s ms e e e e
—— L e ——— — ——— = mpa o e e - —— - re e a—
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IRREYOCABLE TRUST ASSIGNMENT

FOR VALUE R;CEIV’ED the undersigned, as owner or holder of Policy Number i

issued bv UN11zD FAMILY LIFE LNS URANCE COMPANY on the life or
herebv assigns all right, title and interest in said Policy to the PRE-THANA ARRANGEMENT TRU ST

s of said Assignee.

its executors, adminisirators, successors and assign.

The undersigned by this assignment transfers to said Assignee all incidents of ownership in said
Policy. Once assigned, the undersigned waives the rigiit to change the beneficiary, to obtain loans on
the Policy, to assign the Policy, to surrender same to the Company for its cash value, and to exercise
any right, option or benefit contained in the Policy or permitted by the Insurance Company.

This assignment is subject to any assignment in favor of, or indebtedness to, the UNITED FAMILY
LIFE INSURANCE COMPANY.

This assignment shall not be binding on the Insurance Company until an executed original or a duplicate
thereof is filed at the Home Office. The Company shall not be held responsibie for the validity or

sufficency of this assignment.

Signed at

on , 19

Witness

Owmer

This assignment should be executed in dupiicate.
Both original and duplicate should be forwarded

to the Home Office.

For Home Office use only:

Acknowledged and filed at the Home Office of the
Insurer in Atlanta, Georgia, this day of
.19

By:
Authorized Officer

|
|
s, 30303 » 40=+-539-3300

United Famiiy Life Insurance Company * 230 John Wesley Dobbs Avenue ¢ Atlanta, GA
1 POTLiS company

F-321-0894



'SPPENDIX G
. COUNTS OF INDIVIDUAL FACTS

22 cases of prensed complaints reportad since 1892

67 individual counts of allegations in the 22 cases as follows:

Forms (incorrect forms, failure to provide prics lists, failure to provide
contracts)

18 founded violations
15 pending allegations
4 closed as unfounded

Misapproprigtion of Funds (funds_ never reached funcing source)
6 founded vioiations
7 psnding allegations

Money Not Depgsited Per Code (iuneral home held money bsyond 30 days bul
sventually submitted it to funding sourcs)

2 founded viclations
4 pending allegations
3 closed as uniounded

Preneed Arrangements Made bv Unlicensed Staff

1 pending allegation
1 closed as no jurisdiction

Oisclosures (funeral home failed to provide funding source iniormation)

4 pending

r ™



APPENDIX H

Tidewater Funeral Directors Association, Inc.
P. O. Box 3706

Chesapeake, Virginia 23324
(804) 543-5706

September 20, 1994

The Honorable Harvey B. Morgan, Chairman
Joint Subcommittee Studying Marketing and
Financing Practices Associated with Preneed
Funeral Contracts

P.0. Box 949

Gl&hcester, VA 23601

Dear Mr. Morgan:

I, as President of the Tidewater Funeral Directors Associationm,
was instructed at our monthly meeting on September 19, 1994, to
express our concerns regarding The Joint Subcommittee Studying

Marketing and Financing Practices Associated with Preneed Fumeral
Contracts.

First of all, most of our membership, in addition to being
licensed Funeral Directors, are also licensed insurance agents
for the purpose of pre-funding of funerals. We feel that there
is enough regulation and oversight of the financing of preneed
funeral contracts. We are, in essence, regulated by three
separate organizations, The Virginia Board of Funeral Directors
and Embalimers, The Virginia Insurance Commission as well as the
Federal Trade Commission. As an Association, we feel that this
is more than sufficient regulation and protection for the client
families that we serve.

Secondly, while we all strive for perfection, sometimes mistakes
are made. As stated in "The Legislative Record" of August, 1994,
there have been 18 complaints related to premeed contracts since
the year 1989. 1In light of premneed contracts exceeding $200
willion being written in that time, and the relative small number
of complaints, it seems that the existing regulatioas are doing
their job.

Lastly, we have been under a Federal Trade Rule since 1984, that
has proven to increase client awareness of their optioms in
relation to funeral services. There, however, seems to be a move
afioot to make it unattractive for insurance companies to provide
preneed insurance in the Commonwealth. If this should occur, it
would leave bank trusts as the only option for the pre-funding of
funeral contracts. We feel, as we are sure that you do, that
anything that limits options to our client familes is not in

their best iutcreats.

Sincerely,

Lawrence Hemenway, President
Tiderwater Funeral Directors Association

To all Joint Subcommittee members and Tidewater Funeral Director Assc. members.



Northern (Vémgénia Funeral
Directors Hssociation
P.O. Box 19654
Hlexandria, VA 22320

October 1, 1994

Mr. Michael J. Leonard
1501 Columbia Avenue
Norfolk, Virginia 23517

Dear Mr. Leonard:

As members of the funeral profession who are associating daily with the
people of our commmity in regard to pre-need funeral plans we felt it necessary
to state our position on the issues being examined by the subcommittee.

In 1989 sweeping pre-need legislation was passed regulating the marketing
practices of pre-need sellers in the Commonwealth of Virginia. We and our
clients have experienced that there is adequate protection for consumers. The
State Board of Fumeral Directors and the Commissioner of Insuramce supervises
insurance funded pre-need plans. - Clients are not loosing money and they are
satisfied. Therefore we feel that no changes are necessary.

Regarding concerns over whether financial incentives paid to pre—need
sellers by insurance companies are appropriate, we feel this practice is
reasonable and acceptable in today's marketplace. Many people work in indus-—
tries which are commission~based (insurance, automotive, banking, etc.) The
commissions earned by funeral directors of pre-need plans offset the costs
associated with genmerating the sale to comsumers. Costs to market pre—need
plans in Virginia are extremely high due to the restrictive nature of the
solicitation laws in this state.

Choosing to eliminate insurance funding of pre-meed contracts would
severely limit the consumer options and stifle competition among pre-need
funding suppliers. By stifling competition, new and imnmovative products which
would be beneficial to clients would not be developed.

There have been very few consumer complaints. We feel the current system
is non-intrusive yet informative, everthing is ethical and legal. We feel it
is only fair for fumeral directors and consumers to have a choice.

RFK/11s



APPENDIX I

REMARKS BY DOUGLAS D. MONROE, JR., PRESIDENT, CHESAPEAKE BANK
ON OCTOBER 6, 1994 TO TEE HOUSE JOINT SUBCOMMITTEE HEARING,
CEAIRED BY TEE HONORABLE HARVEY B. MORGAN,

STUDYING MARKETING AND FINANCING PRACTICES ASSOCIATED WITEH
PRENEED FUNERAL CONTRACTS
HOUSE JOINT RESOLUTION 141 (1954)

Mr. Chairman, Members of the Subcommittee, my remarks wilil
De brief as I will emphasize several positions regarding the
financing practices discussed here today.

Chesapeake Bank is in favor of incentive compensation.

- Chesapeake Bank is in favor of funeral directors receiving
commissions for preneed insurance policies which they

sell.

- Funerzl dirsctors do not need more regulation.

As mentioned by several prior speakers, the preneed
business is consumer driven, and it's relatively new.
Chesapeake entered the business in 1982 at the regquest
of several funeral directors finding that they had cash
and C(D's in unaccountable places and had assumed a great
fiduciary responsibility and liability and needed help.
Chesapeake is in no position to attack other providers
nor do we wish to, as good competition is healthy for
business and the consumer. With this in mind:

- Financial service preneed providers should be
accountable to the Commonwealth of Virginia and to

the people of Virginia.

- Trusts should have trustees who are located in the
Commonwealth and are acgcountable to the Commonwealth.

~ Audits of praneed insurance products should be
avaiiable tc the Bureau of Insurance.

Financial intermediaries holding preneed funds should
report prenesed assets to each preneed customer on an

annual or regular basis.



- ‘hesapezke does not pay cocmmissions on trusts,
ho. sver, commissions are paid directly to funeral
directors Dy insurance companies when insurance is
used in Provider Trusts at Chesapeake.

- Insurance companies used to fund trusts were chosen
because orI:

.~

Fipancial rating of "A" or better by
A. M., Best; and

)

islds paid on policies comply with Virginia

]
2]

law.

Currently one insurance company is using a 5%
compounded computation, and a second is using.
approximately 6%. : :

- Chesapezke cash trusts are compounded 24 times per
year.

Severzl questions were asked after the above ramarks.
Mr. Monroe stated that he felt the term ¥"trust" should be used in
compliance with the laws of the Commonwealth as pointed out in
the hearing by an attorney for one of the insurance companies.
He felt that the financial providers should account to the
Commonwezlth in some form for the premneed contracts that they are
funding and that an individual's account reconciliation should be
sent to the consumer at least on an annual basis. Frequently
Chesapeake finds that next of kin after receiving an annual
statement report that the beneficiary of the trust has died and
the service has been performed and paid. At that point steps are
taken to have the funds paid to the deceased's estate.
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APPENDIX J

90-210.65 ART. 13D. FUNERAL TRUST FUNDS $90-210.56

g

$ 90-210.65. Refund of preneed funeral funds.

) Within 30 days of receipt of a written request irom the pur-
cnaser of a '-evocame nreneea ‘funeral contract who has trus» funas
deposited with a financiai insiitution pursuant to G.S. 20-210.61(al,
the {inancial instituticn shail refund to the oreneec tuneral con-
tract purchaser the entire amount helc by the financial institution.

{b) Within 30 days of receivt of a written notice of cancellation of
any nrear'angement insurance policy purchasec pursuant to G.S
90-210.61(ax3), the issuing insurance company shall pay such
3TOURNTS 10 SUCh DErson or Dersons as 1s m-owded under the terms of
the prearrangement insurance policy.

(¢} After making refunc pursuant 1o this section and giving no-
tice of the refuna to the preneed licensee, the financial institution
or insurance company sall pe relieved from all further liability.

id) Notwithstanding any other provision of this Articie, if a pre-
need funeral contract is revoked or transferred following the death
of the preneed funeral contract beneficiary, the purchaser of the
preneed funeral contract may be charged according 10 the contract-
ing preneed licensee's price iists for any services performed Or mer-
chandise provided onor o revocation Or transier.

ie) This seczion snail not apply 0 irrevocabie preneed funeral
coniracts. Irrevocabie preneed [unerai contracts may not be re-
voked nor any proceeds rerunded excent py orcer of a court of com-
perent _)L'LI’ isdiczion. (1963, ¢ 187. s. 3: 1681 aReg Sess.. 1282), c.
1336. s. 2; 1983. ¢. 657, 5. 3: 1985, c. 12. ss. 1, 2; 1991 (Reg. Sess.,

1862), c. 901, s. 2.

§ 90-210 66. Recovery fund.

) There is established the Preneed Recovery Fund. ’T'he Fund
an JJ e administered by the Board. The purpose of the *una Is zo
relmpurse purchasers of oreneed 'une-ai contracts who have sur-
fered :mancxal loss as a "esult of the maifeasance. mlsteasance
aefauit, ;a.uure or insoivency of any ilcensee under this Article, and
inciudes refunds due a preneed une*ai contract oenenc*arv from a
preneed licensee who has retained any portion of the preneed fu-

neral confract payments pursuant o 3.8, 90-210. 61(a)(‘7)

b) From the fee of fifteen dollars ($13.00) for each preneed fu-
neral contrac: as reguired by G.S. 90-210.57(d), the Board shall
deposit two aollars 152.00) into the Func. T‘1e Board may suspend
“he depos1ts into the Func at any time and {or any period for which
the Board determines that 2 suificient amount is availabie to mest
likely disbursements anc 0 maintain an adequate reserve.

{c) All sums received by the Board pursuant o this section shall

be neid in a separate account known as :he Preneed Recoverv Fund.
Denposits 0 and disbursements rom the Fund aceount shall be sub-
ject 1o rules established dv :Lze Board.
‘d) The Board shall acoot rules governing management of the
Fund. :he oresentatlion angd nroceesmc or '-omzcnmons Jor reim-
bursement. and subrogation or asswnment of the rights of anyv re-
impursed annucant

ej The Board may expend monies in the Fund ior the following
purposes:

‘1; To mahe reimpursements on =nnrovec aooucat:ons
{2} To purcnase !nsurance 0 cover iosses as deemed apOrovri-
atc L e Duard aid (UL SUCuisisweii il L uun ouses ol

the runc:

N
N
NN



§90-210.87 CE. 20. MEDICINE. ALLIED OCCUPATIONS  §90-210.37

(3) To invest such portions of the Fund as are not currently
needec 0 reimburse losses and maintain acdeguate re-
serves. as are permiizec to be mace by fiduciaries under
State law: ana

{4) To pay the expenses of the Board for administering the

Fund. inciuding empiovment of iegal counsei to prosecute
supbrogation ciaims.

{f) Reimbursements from the Fund shall be made only to the
extent to which such losses are not bonded or otherwise covered.
protected or reimbursed and oniyv afier the applicant has compliec
with all appiicabie ruies of the Board. ,

'g) The Board shail investigate all applications made and may
re;ec. or allow such claims in whoie or in part to the extent that
monies are availabie in the Fund. The Board shali have compiete
discretion 10 determine the order and manner of payment oI ap-
proved appiications. All pavments shail be a marter of priviiege and
not of right. and no person-shall have anv right in the Fund as a
thirg-party benerliciary or otherwise. No attorney may be compen-
sated by the Board ior prosecuting ar appiicanon for reimburse-

ment.
ih) In the event reimbursement is made to an appiicant under

this section. the Board shall be subrogated in the reimbursed
amount and may bring any action it deems advisabie against any
person. 1nc1ucnng a preneed licensee. The Board may enforce any
ciaims it may have for resziw mon or otherwise and may employ and
compensate consultants. agents. iegaj counsel. accouatrants and any
other persons it deems appropziate.

{1y The Fund shail apriv t0 iosses arising after Juiy 9. 1992
regardiess of the daie of ,ne underlving preneed funerai contract.
1801 {Reg. Sess., 1992}, ¢. 901. 5. 2.)

(P -2vy

$ 50-210.67. Applicaiion for license.

(a) No'person may offer or seil oreneed funeral contracts or offer
to make or maxe any funded funerai prearrangements without frst
cocuring a license from the Board. There shail be two types of li-
censes: a preneed funeral establishment license and 2 preneed sales
license. Only funerai estanlistments holding a vaiid estabiishment
permit pursuant to G.S. 90-210.25(d) shall be eligibie for a preneed
funeral estabiishment license. Empiovees and agents of such enti-
ties. upnn meerting the qualifications to 2ngage in preneed funerai
planning as estabiished by the Board. shail be eiigibie for a preneed
sales license. The Board shall establish :he preneed funeral pian-
ning activities that are permified under a preneed sales license.
The Board snall adopt rules ssiablishing such qualifications and
activities no jater than 12 months mllowma the ratification of this
act. Preneed sales licensees may seil sreneed funeral contracrs.
Drearrangement insurance poiicies. and make funded funerai pre-
arrangements oniyv on dehalf of one preng¢es funeral estabiisnment
ilcenses: provided. however. thev may seil oreneed funerai con-
"'ac.s crearrangement insurance poiicies. and make funeral prear-

rangements [or any number of licensed preneed funeral estapiish-
ments that are whoily owned by or arfiiiated with. through common
owmnershin or coniractl. ihe same 2ntity: provided further. in the
cveasr Luwy TuzarT i scliiuy vlewrrungsdeny insurance pollcies.
thev snail mee: tne iicensing requirements of the Commissioner of

asy
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APPENDIX K

JOINT SUBCOMMITTEE Studying PRENEED FUNERAL CONTRACTS
(HIR 141)
Meseting of October 6, 1954 Mark A. Droughman, Jr.
Virgimia Cemetery Association
Consumer Protection Committee, Chair

STATEMENT:

On behalf of the Virginia Cemetery Association and as Chairperson of the
Consumer Protection Committee, I would like to address several items of

concem.

1.  HJR 141: This "Resolution" was first introduced to study "Preneed
Funeral Contracts” related to the potential for misleading sales, marketing
and financing practices associated with funeral contracts. For some reason,
this resolution was expanded to include cemetery "Preneed Burial Contracts”.
In conversations, with Delegate Harvey Morgan, the 1988/1989 sub-
commuttee's Study of Cemetery Practices and the resulting legisiation was
brought to his attention. On February 28, 1994, in a telephone discussion,
Delegate Morgan informed me of his extensive research into the existing
laws and verified the efficiency of the administration of the Department of
Consumer Affairs. Now it is brought to our attention that the sub-committee
feels necessary to rethink its mission and “study” preneed burial contracts.
Ths creates an unfair position for the “for-profit" cemeteries since we have
no representation on the committee, are restricted from working sessions,

and are limited to comments at public hearings.



2. EXISTING AND/OR PROPOSED LAWS AND REGULATIONS:
I feel it is necessary to paraphrase an expression "don't mix oranges and
grapefruits"; though they may look similar, they are totally different. Funeral
Homes and Cemeteries have separate laws to govern each industry. These
laws were enacted to meet the requirements of the particulars of each
individual business. Should an enterprise wish to operate both a cemetery
and a funeral home, the operation must conform to the laws for each entity.
As an example, "Funerals services and related items" can only be discussed
by a licensed funeral director controlled by the Virginia Board of Funeral
Directors and Embalmers as demonstrated in the court action of Guardin -
Plans Inc. v. Teague, et al. (Va Board of Funeral Directors & Embaimers),
heard in the United States Court of Appeals, Fourth District, decided March
7, 1989, appealed to the U.S. Supreme Court, who chose not to hear the
case, therefore the lower courts decision was let stand. This meant others,
including cemetery representatives are barred by law to discuss funeral items
and costs, which should lay to rest the possibility of the of "cross-over"

question.

Also, it is obvious that the sub-committee's major concern is directed toward
"financing and trust practices” as is noted by the representation of members
of the SCC's Bureau of Insurance and SCC's Bureau of Financial Institutions,
on the sub-committee, as well as the subject matter covered in the previous

sub-committee meeting.
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To assure security of any funds pre-paid for cemetery merchandise, it
should be noted (A4rticle 3, Section 57.35.27: Financial report and written
assurance required for preneed trust accounts) that the laws governing
cemetery's preneed burial contracts requires reporting annually to the
Commissioner of Revenue the compliance with all trusting requirements,
with an assurance provided by an independent CPA. As mentioned in the
previous meeting, regarding preneed funeral contracts, the funeral home
trusting is subjected to Board audits, (4rticle 5, Section 54.1-2822 Deposit of
money received pursuant to preneed funeral contracts.-... Trust account
records shall be subject to examination by the Board)

3.  FEDERAL TRADE COMMISSION; .

The Federal Trade Commission , through its original investigation and
hearings, found no basis to include cemeteries in the FUNERAL
PRACTICES RULING. And a more recently review came to the same

conclusion.

4. IN CONCLUSION: I feel both the Funeral Home and Cemetery
industries have proven "safe guards” in existing legislation. To further an
atmosphere of the "free enterprise system” it would be in the best interest of
the consumers of the Commonwealth to continue to maintain and govern the

two industries independently.
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APPENDIX L.

Joint Subcommittee Studying Marketing and Financing Practices
Associated with Preneed Funeral Contracts
pursuant to House Joint Resolution 141

Summary of Policy Issues & Options Reviewed by Joint
Subcommittee to Date

Issue/Option

Subcommittee Action

e Permit the Department of Health Professions to
petition court for appointment of receivers and
other equitable relief.

Reviewed at 12/22 meeting:
Recommended.

» Review current requirement that preneed
insurance policies and annuity contracts pay 5
percent or CPI.

Reviewed at 12/22 meeting:
Not recommended.

¢ Require all individuals involved in preneed
sales to be covered by bonds or errors and
omissions policies.

Reviewed at 12/22 meeting:
Not recommended.

e Prohibit the sale of preneed funeral or cemetery
policies unless done in conjunction with sale of
preneed services contracts.

Reviewed at 12/22 meeting:
Not recommended.

* Require periodic statements of account re:
_preneed funding contracts.

Reviewed at 10/22 meeting:
Not recommended.

* Require independent audits of all preneed
trusts, submitted at least annually to state
enforcement agency.

Reviewed at 10/22 meeting:
Not recommended.

¢ Permit owners of affiliated funeral homes to
centralize preneed records management at a
central location.

Reviewed at 10/22 meeting:
Recommended.

¢ Modifications to regulatory scheme governing
_preneed cemetery contracts.

Reviewed at 10/22 meeting:
No recommendations.

e House Bill 999; carry-over bill before House
Corporations, Insurance & Banking Committee.

Reviewed at 10/22 meeting:
Not recommended.

e Modifications to current scheme of regulatory
oversight of preneed industry.

Reviewed at 10/6 meeting:
No recommendations.

e Enhancing “portability” of preneed services
contracts.

Reviewed at 10/6 meeting:
No recommendations.




l Issue/Option

Subcommitiee Action

¢ Modifications to statutory rights of next-of-kin
to override provisions of preneed contract.

Reviewed at 10/6 meeting:
No recommendations.

o Changes to current statutory scheme for
bonding when funeral home stores prepaid,
preneed merchandise or retains up to 10
percent of preneed purchase price.

Reviewed at 10/6 meeting:
No recommendations.

e Modifications to current provisions permitting
cancellation of preneed agreement.

Reviewed at 10/6 meeting:
No recommendations.

E:\DLSDATA\BUSJURIS\STUDY95\HJR141\ISS&O0PT.DOC
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APPENDIX M

DRAFT authorizing Director of the Deparment of Health Professions to seek
injunctive and other equitable relief.

Recommended by the HJR-141 Joint Subcommittee on 12/22/94

§ 54.1-2506.2. Protection of escrow funds, etc., held by persons licensed by any of
the health regulatory boards.

Whenever funds are held in escrow, in trust, or in some other fiduciary capacity by
a person licensed by any of the health regulatory boards and the Director or
investigative personnel appointed by him have reason to believe that such person is
not able to adequately protect such funds or the interest of any person therein, the
Director may file a petition with any court of record having equity jurisdiction over
such person or any of the funds held by such person stating the facts upon which he
relies. The court may temporarily enjoin further activity by such person and take
such further action as shall be necessary to conserve, protect and disburse the
funds involved, including the appointment of a receiver. If a receiver is appointed
his expenses and a reasonable fee as determined by the court shall be paid by such
person.

E:\DLSDATA\BUSJURIS\STUDY95\HJR141\INJ.DOC

59



APPENDIX N

DRAFT authorizing Funeral Homes with multiple locations within the
Commonuwealth to maintain preneed records at a central location.

Recommended, as amended, by the HJR-141 Joint Subcommittee on 12/22/94

§ 54.1-2822.1. Funeral establishments to nig'ntain preneed records.

Eve erson selling preneed funeral contracts within this Commonwealth

shall keep and maintain such records of preneed transactions, including copies of
preneed contracts, as may be prescribed by the Board. All such records shall be
maintained on the premises of the funeral establishment providing the preneed
services and supplies, except that preneed records of funeral establishments under

common ownership, control, or management may be maintained at a eentral- single
location within this Commonwealth.

E:A\DLSDATA\BUSJURIS\STUDY95\HJR141\REC.DOC



APPENDIX 0
VIRGINIA ACTS OF ASSEMBLY -- 1995 RECONVENED SESSION

REENROLLED

CHAPTER 738

An Act to amend the Code of Virginia by adding a section numbered 54.1-2506.2, relating to the
Department of Health Professions; authority to seek equitable relief.

[H 1839]
Approved April 6, 1995

Be it enacted by the General Assembly of Virginia:

- 1. That the Code of Virginia is amended by adding a section numbered 54.1-2506.2 as follows:

§ 54.1-2506.2. Protection of escrow funds, etc., held by persons licensed by any of the health
regulatory boards.

Whenever funds are held in escrow, in trust, or in some other fiduciary capacity by a person
licensed by any of the health regulatory boards and the Director or investigative personnel appointed
by him have reason to believe that such person is not able or is unwilling to adequately protect such
funds or the interest of any person therein, the Director may file a petition with any court of record
having equity jurisdiction over such person or any of the funds held by such person stating the facts
upon which he relies. The court may temporarily enjoin further activity by such person and take such
Jurther action as shall be necessary to conserve, protect and disburse the funds involved, including
the appointment of a receiver. If a receiver is appointed his expenses and a reasonable fee as
determined by the court shall be paid by such person.
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APPENDIX P
VIRGINIA ACTS OF ASSEMBLY -- 1995 SESSION

CHAPTER 26

An Act to amend the Code of Virginia by adding a section numbered 54.1-2822.1, relating to funeral
establishments; preneed funeral contracts; record-keeping requirements.

. [H 1494]
Approved February 23, 1995

Be it enacted by the General Assembly of Virginia:

1. That the Code of Virginia is amended by adding a section numbered 54.1-2822.1 as follows:

§ 54.1-2822.1. Funeral establishments to maintain preneed records.

Every person selling preneed funeral contracts within this Commonwealth shall keep and maintain
such records of preneed transactions, including copies of preneed contracts, as may be prescribed by
the Board. All such records shall be maintained on the premises of the funeral establishment
providing the preneed services and supplies, except that preneed records of funeral establishments
under common ownership, control, or management may be maintained at a single location within this
Commonwealth.
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