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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 detennine
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 0) 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. ofBluefield, 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
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Insurance, and by Sidney A. Bailey, Commissioner of the sec's Bureau of FinanciaI
Institutions. Citizen members representing key groups with an interest in the
issues under consideration included Michael J. Leonard ofNorfolk, Gary Williams
of Vinton, Carl U. Eggleston ofFarmville 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 staffwas 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.
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II. THE WORK OF THE JOINT SUBCOMMITrEE

A. BACKGROUND

1. Overview of Preneed Contracts

Preneed funeral contracts encompass the advance sale offuneral 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
sec'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.
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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 e). That Act accomplished the
following:

• Vested the Board ofFuneral Directors and Embalmers with regulatory authority
over preneed funeral contracts.

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

• Prohibited in-person solicitation of preneed funeral contracts.

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

• 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 Bi11963 (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
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Appendix E) addressed the use of the term "trust" in connection with preneed
contract financing.

3. Focus of the 8JR 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.

c Regulatory oversight of the preneed funeral contract industry, currently
divided among the Virginia Board ofFuneral 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
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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
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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 wasmade 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
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the 3D-day period permitted by law. A summary of past and pending preneed
allegations before the Board as ofNovember 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 ofHealth 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 ofAppeals case,'
Greenwald Cassell Associates v. The Department ofCommerce, 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.
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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 Directorsand 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 ofChesapeake 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 l).

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 paym~llt~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). Ifa 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 ofVirginia's Board ofFuneral
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 ofjoint, 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 10.

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
related corrrplerirrta, suggested that the current framework is working.
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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.

III. 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 ofHealth 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 0).

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.
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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 ofpreneed 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 ofpreneed
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 ofall 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 offive 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.

*****
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APPENDIX A

GENERAL ASSEMBLY OF VIRGINIA -- 1994 SESSION

HOUSE JOINT RESOLUTION 141

Establishing a joint subcommittee to study sales, marketing and financing practices
associated with preneed funeral contracts.

Agreed to by the House ot Delegates, March 10, 1994

Agreed to by the Senate, March 8, 1994

WHERE.AS. the sale of preneed. funeral contracts within the Commonwealth is a
multi-million dotlar cornnonent of tuneral Industrv revenues: and

WEER l:" ~, a large 'percentage of preneed funeral contract sales are made [0 elderly
Virginians who, in many cases. lack the sophistication, education. or capacity to understanc
the documents and agreements that comprise such agreements: and

WEEREA.S. in many cases. preneecruneral contracts cost purchasers several thousand
dollars. representing a substantial Investment by such purchasers, and frequently a large
percentage of their savings: and

WHEREAS. the marketing and financing of such contracts are largely unregulated; and
WHEREAS. the potential for misleading sales, marketing and financing practices

associated with the sale or such contracts is very great; and
WHEREAS. it is in the puotic interest that purchasers of suca contracts be prorected

from such oractices; now, tnererore, be it
RESOLYEn by the House ot Delegates, the Senate concurring, That a join!

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 deemed 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 Senate to be appointed by the Senate Committee on Privileges and
Elections: one funeral director rrom the Virginia Funeral Directors Association to be
appointed by the Speaker; one funeral director from the Virginia Morticians Association to
be appointed by the Senate Committee on Privileges and Elections; one representative of
insurers selling life insurance or annuities used to fund preneed funeral contracts to be
appointed by the Speaker: one representative of Virginia financial institutions providing
trust services in connection with preneed funeral contracts to be appomred by the Senate
Committee on Privileges and Elections; and the Commissioner of Insurance and the
Commissioner ot Financial Institutions Within the State Corporation Commission or their
designees.

The direct costs ot this study shall not exceed $ 7,250.
The joint subcommittee shall complete this study in time to submit its findings and

recommendations to the Governor and the 1995 Session of the General Assemolv as
provided in the procedures of the Division of Legislanve Automated Systems tor~ the
processing ot legislative documents.

Implementation of this resolution is subject to SUbsequent approval and certification by
the Joint Rules Committee. The Committee may withhold expenditures or delay the period
for the conduct ot the study.
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REPORT OF THE
JOINT SUBCOMMITTEE STUDYING
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1989
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~epor~ 0: ~~e ~oin~ Subcommit:ee St~ying

?~eneed Cont~ac:s for Funeral Se~~ic2s

to
'!'1'1e Cooaver:or and t..~e General Assembly of Virgi.'l.ia

Ric.-=Ond r Vi:ginia
Janua:""'j', 1989

To: The Bonorable Gerald L.. 3aliles, Gover:1Or of Vi:ginia
and

:he General Assembly of Virginia

INTRODUCTION

:he followi:lg :esolu~ion. Eouse Joint Resolu~ion No. 50, agreec :0 au::'ng
: ....le 2988 General Assembly SessioIl, established a joint: subcommi t-=ee ce st:Jcy
~he laws :-elated :0 ?re.l'lSeci con-e~cts :or fUneral services. :~e joi:l'C
subcommittee ioIas asked to s~udy t..":le· laws :elated to prer.eeci cont:ac:'ts =or
::i.1Ueral se~]'iC2S and dete::ni.::le t.:1e feasii'::lility oi proposing a compreher.sive
law on preneed contac~s.
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ASSE.::'YIBL Y OF VIRGINL~ - 1988 SESSION
E:CUSE: JOrNT RESOLUTION NO. 50

£Slci::Jl£si'7lng c io/r.t suocomrraaee :0 scuay the laws related to preneed" concraczs /c
runeral services.

Agreed to by the House of Delegates. March 11. 1988
Agreeo to by rae Senate. ~rc!1 9, 1988

WEERE.~. [he Jaws retating to tbe sale ot preneed ccarracts (or funeral services are
iocarec in several tines of tne Code ot Virginia; and

WHEREAS, several orgamzacons are committed to the deveioomenr ot comprehensive
state laws govermng prepaid funeral arrangements: ~d

WHEREAS. at this rime me runerai service industry appears to be in a SLate ot
evolution with diverse parties engaged in marketing contracts tor runeral arrangements 00
a preneed basis: and

WHEREAS, among these parties are individuals ticensed to pracace tuneral services as
weH as various insurance companies: and

VwliEREAS. some insurance companies have developed agreements With runerar homes
to provide services co tneir insureds upon tne iasurecs' deaths and are inc!uding brccaures
picturing runerai rnercaandise and disCUSSions ot the costs of funeral services in tneir
marketing strategies; and

WHEREAS. since MarCl ot 1284. the Ot!ic~ of the Attorney General aas $~ed five
opinions retanng to cne sale at preneed conrraczs for funeral services and the maaagemenc
ot the U11Sl accounts (or 5Uc~ contracts; and

WEER£..~. certain of tnese opinions construe tne laws of Virginia to authorize onfy
licensed funeral service providers to arrange and complete preneed contracts. co probibit
certain forms of soncitanon of preneed contracts. co require certam price disc!csures at
any time a preaeed contract is arranged. co prottibit irrevocable trust agreements in
preneed contracts and to require that tne fUnds at preneec ccnrracts be deposited in
separate. identifiabJe trust accounts regardless at the availability of computertzed systems
tor separate accounting, lax torms and FDIC insurance coverage; now, therefore. be it

RESOLVED by me House ot Delegates, the senare COQC'.L~ing. That a joint
subcommittee is hereby estaottsaed CO srucy the laws retated co preaeed contracts tor
funeral services. The joint SUbcommittee shall determine the advisability ot proposing a
comcrenensrve law on preneed contracts and snalr identity me esseaaal components of any
suca law. In its deliberations. the joine subcommittee sttal1 receive comments (rom
representatives of all industries invotved in selling preneed contracts, ezceec tor preneed
contracts ot the cemetery indusrry, wttidl shaH be stUdied under the provisions at House
Joint Resotuncn No. 73. [he insurance industry, consumer orgamzanons and any ctner
inrerestec parries. The joint subcommittee shall a150 censuft witb. tne Department ot Hea!th
Regutatory Boards and [be Board at Funeral Directors and Embalmers as weIl as tbe
Bureau ot Insurance.

The joint suocommlttee's deuberanons snan indud~ but not be limited tc, the tollow;ng
issues:

1. 'What forms of scncitaccc tor preneed contracts should be allOWed or snouJd the
solicitation at preaeec contracts continue to be prohibited as provided in the present law?

2. How cal! adequate protection and educancn be provided [0 the consumer in suca
areas as ngats to retunes. commingling ot trust runds, revocable versus irrevocacre trusts
and assignments, guaranteed versus nonguaranteed prices, penalties tor acncenvery ot
services, deuvery ot damaged mercaanctse, time and ptace tor de.Hvery ot mercaaadtse
and comparability of mercaancise?

J. How can the poor and elderty be protected trom enreriag into burial contracts Which
might render them ineligible tor medical assistance services?

The joint SUbcommittee 5ha11 consist ot seven members to be appointed as toLlows: two
members from rne House Committee on Health. WeHare and Institutions, ODe member from
the Hcusa Ccrnrrurte e on COr-plJfd(.iuu.:). insurance ana Banking and one member at large
(rom Cbe House of Delegates to be appointee by the Soeaker of the House ot De1egaces:
two members of the Senate Committee on Education and Healtn and one member of me
Spnace Committee on Commerce and Labor Co be appoinred by the Senate Committee Of
Privileges and Elections.

The joint subcommittee shall complete its work in time ro make its recommendations to
tae 1989 Session of tne General Assembly.

The indirect cos: of Chis study is estimated to be $13.045: the direct cost shall not 19
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?reneed centraces are CO!1-:=ac,:s for fm1eral ar::angements executed wcile
t.'1e individual whose =~eral is being ar=anqed is alive. :he popularity of
preneed cont=acts in Virginia, as ·-rell as throughout the natioc, is
inc:easing. '!he Pederal ::acie Commission projec:ts. that the steady growt..~ of
preneed cont=ac:ts will continue and a ma jor shift in funeral· pc=-::hasir.g
behavior may be unde~~y. ?uneral homes may ge..71erate anywhere f:om 30 to 75~

ot t."ei= gross ar..nual sales t..~:ou9'.h preneed contacts. !zurance companies are
becomi:g ac:'tive in ~'lis area, and t.~e funding oi preneec cont:ac~s t.~:-ough

Ii':! insurance policies and annuity ccacraccs is a growing t:end. There are a
:lumber of companies ':.'1at sell preneed cont=acts for :E1meral servic:es _..
Vi=qinia. New ~ypes of :lans anC mee.~o<is of marketi:1q pr2-?1eed fune:al
se~"ices are cons~antl? bei.t1~ developed as competition in t."e preneed area
i.!1c:-9ases.

!t is generally ac;=eed :""1at consumer protection is a primary conce~ in
:.-:t.e regulation of prsneed funeral cont:ac-...s. The CODSlJ1Der makes payme:lts for
goods and services t..iat will ::at be delivered or rendered until attar his
ceat.'1. :n most casas companies selling preneed contracts target t.~e elderly
popula~ion. '!he:oe a.re few dot:.Jmented eases of abuses by companies' selli.::g'
::reneec cont:-acts ~ Vi:qicia, alt.~ough t.'1e Board oi ~ral Diree::ors an::
~lmer3 has ~eceived some consumer complaints.

!he American Association of ~et~=ed Persons (AARP) has developed a Model
i:..aw tor P:-epaid E'uneral A:::-anqements tI and its :epresentatives have contacted
several Virginia legislators :0 discuss the possibility of er.actinq suc:.~ a law
in Vi:;inia. :he National Association of !nsurance Commissioners established
a. worki:lq Group on ?=epaid Funeral Plans whic.h identi=ied disclosure to
consumers as its ?rincipal eeacara.

Vi:ginia cur::-ently requirss tbat a prgneed cont:ac-: be in wri ti:1g and
revocable bv ue consumer. All money paid unde= the cont:act mus-: =e
deposited ~to a se~aratetl identiiiable t~t accouct ou=suant to Title 11 (§
1.1-24 et seq. of the Code of Virginia). !itle 54.1 -also addresses pr-aneed
f~eral cont:ac~s. Only a funeral service licer.see may ar:-az:ge and comple~= a.
prmeed ccni:.:aC: for f1meral services. A funeral se:-vice licensae !DUS~

c::nplete for-:y-fi ve hours of coursework, graduate f=om a. two-to-four year
program at an approved mor-:uary sC-'lool and complete a t'Wo-yea:- :"eside~t

t:aineeshiD. :'he t=aineeshiD =eauires t..'le t=ai..~ee to assist in e..rnbal:ni~g

]:ociies and- concuc'ting funerai se;;'ic!!s. ':he 30ard of ?uneral Di=ec~ors and
Embalmers issues licenses to =uneral services licsx::sees, enforces laws a..~d

promulgates ~egula~ions governing ~~e =~eral ser7ice ~~dust~~. Solicit:~icn

of ?re.'Pleed =on~:ac:-=s door to door or by telephone is prc.h.ibi cad,
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In October, 19Si, Guar~an ?lar~, Inc, filed a lawsc:: in :eceral district
cour-: agains~ t~e members oi t.'le Vi:-;inia 30ard oi :i.meral Di=ectors and
E::1balmers and t..~e Direc-=or of t.~e Depart:Dent of Heal-:""l Regulator"'! 3oards.
Guardian is one of the major companies marketing pre.need izurance-funded
contracts iD Vir;inia. It is a subsidiary of Service ~t'?oration

International, which is t..~e largest funeral service fi::n i: Nor-.....~ America. In
l~S lawsuit, Guardian alleged t.~t Virginia's ban on solicitation and
licsnsure requirements were unconsti tuticnal. !he sui t was defended by t.."le
Of::ice of t.~e Attocey General, whic.'l argued that t.'le laws being cballenged
provided consumer protection and were wit.~:: t.'le preroqa1:ive of tile General
Assembly. Ihe Vi:-ginia Funeral Directors Association, ~o intervened i.."l t..'le
s~t, took t.'1e position t.~t certain types of solicitation could be
prohibited but :.~t the existing law does not expressly prohibit praneed
solicitation. The court dismissed Guardian I s lawsuit, stating t.~t Virginia I s
rul es governing t.~e :uneral indust:y may not and oeee not be the wisest, as
long as t..~e goal is to protect the public. !be cour= cited House Joint
Resolu~ion 50 ami stated t..~t the legislature is the appropriate forum to
study t.lte regulations. The case is ::u::-ently on appeal.

~.cTIVITIE) ~JID FINDINGS

!he subcommittee held five meet;inqs, including t~ public hear~s, to
evaluate e:oc':'sting legislation and deter:n.ine the need for a comprehensive law
:-egarding preneed f~eral cont:acts. '!he subcommittee hea.rd f=om individual
const:mers and C~l:ilDer groups, i:1cluci.im1 t.lte American Association of Reti:ed
?srsons, the Memorial Society oi Nor-=..~er:: Vi=ginia and tl1e Vi=;inia Ci t':'zens
Cor.sumer Council. !he major consumer issues pr1!sented were th,e need for
better disclosure of t."le ~eClS of bot."1 the preneed contract and funding
mec..."lanism a:1d freedom of choice in making funeral ar=angements. Ot."ler
consumer ccncsras included discrepancies be~"een :.be qua.lity of mer:::'"1a.ndise
delivered compared to that originally selected and additional paymen~s

requi=ed when lDer:::."landise originally selected is ::10 longer available.

!he Board of Funeral Directors and ~lmers (t-'le Soard), t..~e Virginia
?uneral Directors Association. the Virginia Mor'ticians' Association and
numerous individual members of t."le f~eral se~ics L"1dus~ry ac'tivel?
pa.=-t:icipated in all meetings of t."le subcommittee. The 3oa=d, t..~e Vi:ginia
E'uneral Di=ec'tors Association and the Virginia Morticians r Association took
:'~e position t.~t selling =uneral services ?reneed ~equi=es a licensed £UDe~al

professional ·~ho has completsc a comprehensive t=a.in.ir.J; ?rogram, inclucii::g a
=esident t=ai.:1eeship. All supported t.~e cont':"'''1ued ban on L"1-perscn
soli=itation foc preneed funeral con~:acts.
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Ihe Virqi:ia Mortici~~' Association expressed its cor~ern over the
exis~encs of exclusi~e agency a~~aements be~~eer. funeral service ?~ovide~s anc
insurers, whic.~ ::a:. li:ni t :"'~e cor.sumer "s c.."1oice of f~eral service provicers
and funding mec:.~sms. !'he subeommi etee also received testimony ::om burial
associations, group l':':e insu..-ance associations, t.~e Bureau of ::Zura."1CS au; a
bank which regularly serves as ~e t=ustee for praneed t=us~s.

Service ~r?Oration ~te~tional esC!) participated in ~~e

subccmmit~ee's procee~~s and opposed prohibition of talema:ksting activ::ias
for solicitation of ~reneed ccnt:aC'ts and the requirement :.hat only a :i.:!le:-al
service lice::see may engage in preneed plcuminq. SCI proposed legislation
~stablishing a separate cat:egory of licensure for pe:sons enqaqed in selling
p::eneed cont:acts ~ wi t.~ a maximum of 100 hours of coursework required for
licensure.

The subc:ommit':ee also received testimony from t.~e Depar-..ment of ~edical

Assis~anc~ Services :-eqardinq Medicaid eliqibility and pr-eneed =:-.1Sts. :';:e
Depa:-.:nent advised :he subcommittee t.~t the Medicare Catas't:"ophic Coverage
Ac': of 1988 c.~ed t.~e t:a.ns:e: of assets poliey and :..~.~ Medicaid has
adopted a burial exc1.::sion provision whic..~ allows a Medicaid :ecipient to se~

aside funds for bu=':'al. 'n1e funds ::leed not be in' an ir:"~vocable t:ust. The
Oepar-waent has promulgated emergB:1C7 ;-egulations to t.1tis ei::eC't,. and an
administ:aticn bill will be i~t=oducsd du:inq the 1989 Ganeral Assambl?
Session to amend the Virgi::ia Code to reflec,: t.'lese c.."1anqes. :hese c::a.nqes
will :-esclve the previous coc::~ict between t.""1e requi=amen't t..:.:.a: a .?rer.eed
funeral c:ont:ac:'t must be revocable and t.'1e exclusionary ::-..ue whic.~ provided
t."1at fu:ds must be i: an i:::evoca.ble· tr..:.st ee be excluded f:om an appli=ar..~ I s
assets when dete~ Medicaid eliqibility.

'!he subcommittee st~ed t.!le Model Law prepared by the ~, existing'
t=ust :"equiremen~s for preneed cont:ac'ts and cur:-ent :-egu.lation of t.":le f:meral
indust::: b! ~~e 3oard. !he subcommittee identiiiec ~~e ~eed for a
comprenensive stat~~= which would address t.~e myriad of pro-need a:.-:-anc;emen:s
cur~en~'::'y being marketed and provide adequate disclosure to consume~s :..~

Vi:qinia.

RECcgmATIONS

The subcommi t-:ee deter:nined t..~t ore-"1eeci cont:acts for funeral goods and
services :or whic."l ~"1e consumer pays l:l advance should be r-egulatec ::=qa=::il~ss
of how the cont=ac~s are funded. ~s includes preneed con~=ac~s :~=c :0 ~~e

t7Pes of f·JlldL"'lg mec."J.a.nisms ~":at c-.:=:-mt':"y sxist . suca as t=us't: accounts ~d

an:luity and 1:'::= i:lSurancs cont=acts, a.s well as =unding :nec..·.anisms :'":a.i: :nay
=e developed :.~ ~~e f~tura. :he subcommit~ee decided ~~t ~~e =ra~eed

cont=ac-:s should be :g;ulatec by ~"1e 30ard of Funeral Di=actors and ~a:~e=s

and t.."1e con~=act whic.~ provides for the t~ding of t.he funeral a:-=angemer.:s
snould be :,egulatac. by t..~e ap~ro?r:'ate acencv for t.~t ;:ar-:.ic..J.la.!" t:~e of
f:mcii:1g, i. e. li::e i.!lsu:-ance and annuity contract.s should cont.inue :0 be
:-egt:.latsd by ::lSura."'lce laws and ~"le .3ur=au oi Z;u;ura..tlCs, bank :=:.:s~ acceunts
and cer-:i=icates of deposi~ snou:d be :-egulated by bank':'=; laws ~C

:-equlations.
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The subcommi t'tee c.ete~ned t..~t preneec funeral planning should be done
only by l~censed professionals. :he subcommit~ee elec=ed not to alter C~~~~~

licensure requi=emen:s for selling preneed contracts but granted ~~e Board 0:
?uneral Directors and E:nCalmers the autilOri'ty to dete=:nine requirements for
selling preneed. :he subcommit~ee voted to clari.fy and :-etain t..'le C:lr~ent ~

on face-to-face and telephone solicitation for preneed plannir.q. '!he
subcommittee also =ecomme.nc:is numerous consumer prot:ection provisions,
including comprehensive disclosure ~equirements applicable to bo~~ ~~e

preneed contracts and :-alated :unding cont:-acts. In addition, tile
subcommittee votec to consolidate proposed and existing. laws applicable to
preneed funeral contracts and to place suea consolidated laws in C1aptar 28 ci
Title ::4.~. The proposed legislation contains housekeeping and editorial
~~es as well as substan~ive ~~ges. Eac.~ substantive ~e is summarized
below.

S 54.1-2803, page 9, line 6

Specifically grants au~~ority to regulate preneed funeral contracts to ~e

Board of Puneral Di:ec-:ors and Embalmers.

S 54.1-2805, page 9, line 20

Makes it illeqal to engage in t..'1e business o:f preneed funeral plaaning
without a license.

S 54.1-2806 page 10, line 9

P:ohibits praneed solicitation using ~-person {=ace-to-face ace by
talepnone) co~cation.

§ 54.1-2807 D. page 13, line:

Forbids intatiere..'1Ce ;ri=..~ ~e f=eedom of OoiC2 of the public i~ select;i31
funeral service providers or preneed funeral plans.

S 54.1-2820 page 13. line 26

Requires numerous cor..sumer prote~ion provisions of preneed fi.:D.eral
cont:acts (c::nt=ac'ts must be on forms presc:-ibed .by the Boar::'; cont=ac-:s
:DUSt disclose wnet.~er t.~e price of :be supplies and services purc."lased .:.s i

guaranteed and must enumerate the provisions of any preneed t~t;

cont:-acts must be :-evocable and provide :or :-eiu.nci upon t2r::DiIta~ion of ~"e

cont=ac': by t.."le consumer). Sets for-....."l r'~qui=ements :or substi t~t:ion . ­
st:bs~i tution of supplies or serv:'.=ss is aecessary. SE'ecifies adcii tional
disclosures ·",.hic-"'l are :-equi=ed when a life insurance or annuity cont=ac~

is used to fund ~~e preneed =uneral cont=ac~.

§ 54.1-2822, page 26, line 13

i<educes ==om 100 to 904 t:"e amount of monev to be ~laced in t~t ii t.."le
?~~ce of ~~e su;plies and se~jices cont=ac~ad for is-guaranteed.
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?age lS, line 5

Repeals Chapter 5 of :itle 12; the majority of t.1.ese sec-:icr:s have been
incorporated into Title 54.1

'!'he Joint Su.bc:ommit:ee Studyinq ?reneed ?.meral Contracts recommends that
the 1989 General Assembly adopt ~~e proposed legislation.

Respect:ully submitted,

Deleqate Alan E. Mayer, Cbai::uan

Senator Edward M. Sollane, Vice Chai~n

Deleqate ~illiam ~ ~ilson

Delegate Leslie L. 3~e

Deleg-ate· William J. ?.owell

Senator Frank W. Nolen
(See additional remarks at=ac.~ed

as Appenciix 3)

Senator Rebert c. Scot~
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1582 ACTS OF ASSEMBLY
APPENDIX C

[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 leet of
such school property or while on any school bus as defined in § 46.1-1 .

B. Violation ot this section shall constitute a separate and distinct felony. Any person
violating the provisions of this section shall , upon conviction, be~ eI a Qass i~
imprisoned lor a term 01 not less than one year nor more than five years and fined not
more than Sl00,OOO . However. if such person proves that he sold such controlled 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 controlled 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 Jaw 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 01 the Code 01 Virginia, relating to per diem cost
01 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 tollows:

§ 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 ii pays to localities lor the care 01 state wards.

CHAPTER 684.

An Act to amend and reenact §§ 8.01-512.4, 37.1-142, 38.2~021, 54.1-2800 and 54.1-2803
through 54.1-2807 01 the Code 01 Virginia and to amend the Code 01 Virginia by
adding in Chapter 28 01 Title 54.1 an article numbered 5, consisting 01 sections
numbered 54.1-2820 through 54.1-2825, and to repeal Chapter 5 01 Title 11 01 the Code
0/ Virginia, consisting 01 sections numbered 11-24 through 11-29, the amended, added
and repealed sections relating to preneed funeral contracts.

[H 1265J
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CH.684] ACTS OF ASSEMBLY

Approved AprilS, 1989

1583

Be it enacted by the General Assembly of Virginia:
1. 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 fonn. 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 exemption 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.

OJi the day of the bearing 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 at your rights.

It may be helpful to you to seek the advice of an attorney in this matter.
REQUEST FOR HEARING-GARNI5HMENT 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 Security Income (551) (42 U.S.C. § 407).
..... 2. Veterans' benefits (38 U.S.C. § 3101).
..... 3. Federal civil service retirement benefits (5 U.S.C. § 8346).
..... 4. Annuities to survivors of federal judges (28 U.S.C. § 376(0».
..... 5. Longshoremen and Harborworkers Compensation Act (33 U.S.C. § 916).
..... 6. Black lung benefits.
Exemptions listed under 1 througn 6 above may not be applicable in child support and

alimony cases (42 U.S.C. § 659).
..... 6a: 7. Seaman's, master's or fisherman's wages. except for child support or spousal

support and maintenance (46 U.S.C.A. § 1109).
..... +: 8. 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).
..... g. 9.' Portions or amounts of wages SUbject to garnishment (§ 34-29. Code of

Virginia).
••••• 9-: 10. Public assistance payments (§ 63.1-88, Code of Virginia).
..... ~ u. Homestead exemption of $5,000 in cash (§ 34-4, Code ot 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).

..... -H-: 12. Property of disabled veterans - additional $2.000 cash (§ 34-4.1. Code of
Virginia).
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....• H& 13. Workers' Compensation benefits (§ 65.1-82. Code at Virginia).

.•••• ~ 14. Growing crops (§ 8.01-489, Code of Virginia).
••••. 1& 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).
.....~ 17. Assignments of certain salary and wages (§ 55-165, Code of Virginia).
= ~ Bu:fiaI eSBH:8eS tf~ Eeee ef ViFgiRie).
..... ¥h 18. Benefits for victims of crime (§ 19.2-368.12, COde of Virginia).
= ~ [Repealed.J
..•.. IS. Preneed funeral trusts (§ 54.1-2823, Code 01 Virginia).
.••.. ~ 20. Other (describe exemption): $ .
I request a court hearing to decide the validity 01 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 01 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 sball 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 ot the debts of his ward,
and the rents and profits ot 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 it 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 bearing. Prior to tbe 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 also contractually
bind a ward or a ward's estate by executing a preneed funeral contract described in ,.~
Chapter 28 (§ 54.1-2800 et seq.) 01 Title 54.1 , 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 pFe Beed preneed funertl/ contrad as Eleseribee defined in § H-a4
.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
~~~ .

"Advertisement" means any information disseminated or placed before the public.
"At-need" means at the time of death or while death is imminent.
uBoard" means the Board of Funeral Directors and Embalmers.
"Embalmer" means any person engaged in the practice of embalming.
"Embalming" means the preservation and disinfection ot 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 ch~pel where

any part of the profession of funeral directing or the act of embalming is performed.
"Funeral service ncensee'' means a person who is licensed in the practice of funeral

services. .
"In-person communication" means lace-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 at arrangements for the funeral service or for the financing of the tuneral service
and the selling or making· of financial arrangements tor the sale of funeral supplies to the
public.

"Preneed" means at any time other than at-need.
"Preneed. funeral contract" means any agreement where payment is made by the

consumer prior to the receipt oj services or supplies contracted for, which evidences
arrangements prior to death lor: (i) the providing 01 funeral services or (ii) the sale oj
funeral supplies.

"Preneed funeral planning" means the making oj arrangements prior to death jar: (i)
the providing oj funeral services or (if) the sale 01 funeral 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" means initiating contact: with consumers with the intent of influencing
their selection 01 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 tor inspectors serving as its agents.
7. To establish, supervise, regulate and control, in accordance with the law, programs

--- -Qc:-i~pnt trainees.
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8. To establish standards for and approve schools of mortuarv sctence or funeral
service.

9. To adopt a common seal.
10. To regulate preneed funeral contmcts and preneed funfll'tl! trust accounts tU

prescribed by this chapter, including. but not limited to, the authority to prescribe.preneed
contract forms, disclosure requirements and disclosure forms and to require reasD1Iab/e
bonds to insure performance of preneed contracts.

§ 54.1-2804. Ucensing authority.-The Board of Funeral Directors and Embalmers Is
authorized to detennine the qualifications to enable any person to engage in the practice or
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
funeral planning or acting as a funeral director or embalmer Without a Jicense.-It shall be
unlawful tor any person to eDgage in or hold himself out as enpglns in the. funeral service.
profession or the business of preneed funenzl planning , to operate a funeral service
establishment, or to act as a funeral director or embalmer or hold hlmseU 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 tor such time as It may desIgnate tor
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 service profession. or tn

obtaining or renewing a license;
4. False or misleading advertising or solicitation ;
5. Solicitation eI tIee4 IttHReft 1MNHe9. at-need Dr any preneed solicitation using in-/M1'$Dn

communication by the. licensee, his agents, assistants or employees ; wtle~e, 9YM
s9Uei~ti9ft eeettP.J &Ifef EleMb: 8f wItHe EleeUl is i1ft,eadieg ; 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 turned over to a particular funeral
establishment;

8. Direct or indirect payment or offer of payment of a commission to 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
Hlfiei:el seMee 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 ot any provisions of Caallter e ~ ~ et seEt:7 &f .;:tGe H eM 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 tinal
disposition of the body, unless the persons authorizing the method of final disposition give
written permission that the body parts may be disposed ot in a manner different from that
used to dispose of the body;

19. Violating or failing to comply with Federal Trade Commission rules regulating
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 Embalmers or the Board of Health.

§ 54.1-2807. Other prohibited activities.-A. A person licensed tor the practice of funeral
service shall not (i) remove or embalm a body when he has infonnation indicating tne
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 be bas 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 tne 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 estabtisbment may charge and be reimburses 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 tbe 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 tor the remains of the insured shall
contract to payor 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 Iie¥e ~ peH ift &ft¥ h:aasaetiea wftfe.ft ift eftf W&¥ iateF4efes
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.J-2820. Requirements of preneed funeral contracts.s-A. It shall be unlawful 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:

J. Is made on forms prescribed by the Board and is written in clear. understandable
language and printed in easy-to-read type, 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 01 the supplies or services purchased;
4. Clearly discloses whether the price 01 the supplies and services purchased is

guaranteed;
5. States i/funds are required to be trusted pursuant to § 54.1-2822, the amount to be

trusted. the name 01 the trustee, the disposition 01 the interest. the lees. expenses and
taxes which may be deducted from the interest and a statement 01 the buyer's
responsibility lor 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 contmcted for,' if
the purchaser terminates the contract within thirty days of execution. the purchaser shaD
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 similar in style and at least equal in quality 01 materitlJ and workmanship and the
representative of the deceased shaH have the right to choose the supplies or services to be
substituted;

9. Discloses any penalties or restrictions. inclUding but not limited to geographic
restricuons or the inability of the provider to perform. on the delivery of merchant/••
services or prearrangement guarantee; and

10. Complies with aD disclosure requirements imposed by the Board.
If the contract seller wiD not be furnishing the supplies and services to the purchaser.

the contract seDer must attach to the preneed funeral contract a copy of the seHers
agreement 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 that a life insurance policy or annuity contract is involved or being used to
fund the preneed contract;

2. The nature of the relationship among, the soliciting agent. the provider 01 the
supplies or services. the prearranger and the insurer;

3. The relationship of the life insurance policy or annuity contract to the funding 01
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 tIS

a result of failure to make premium payments. (iii) any penalties 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. and
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. /1 any funeral supplies are sold and delivered prior to the death of the subject for
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 shQ/J be
upon the seller during such period of storage.

§ 54.1-2821. Exemptions.s-This article shaD 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 seq.).

§ 54.1-2822. Deposit of money received pursuant to preneed funeral contract.-Within
thirty days foitowing 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 funeraJ
supplies or services contracted for, the person receiving such amounts shall deposit ~/1
consideration paid pursuant to the terms of a preneed funeral contract in which the pn~
of the supplies and services is not guaranteed. or ninety percent of all consideration paid
pursuant to the terms 01 a preneed funeral contract in which the price of the supplies Dna
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APPENDIX D

1994 SESSION
LD2937364

'I HOUSE BILL NO. 963
2 Offered January 25, 1994
3 A BILL to amend and reenact § .12.J-325.01 of the Code of Virginia. relating to
4 single-premium, term life insurance policies funding preneed funeral contracts: cash
5 surrender value.
6
7 Patron-Morgan

33
Clerk of the Senate

Passed By The Senate
without amendment CJ
WIll amendment 0
substitute 0
substitute w/amdt CJ

Date: ----------1

Use By ClerksOfficial
Passed By

The House of Delegates
without amendment 0
wtm amendment c:=
substitute ~

substitute w/arndt CJ

Clerk of the House of Delegates

Date: --- _

8
9 Referred to Committee OD Corporations, Insurance and Banking

10
11 Be it enacted by the General Assembly of Virginia:
12 1. That § 32.1-325.01 of the Code of Virginia is amended and reenacted as follows:
13 § 32.1-325.01. Certain term life insurance considered resources.
14 .4. When making eligibility determinations for institutional or community-cased care to
15 be paid for by the Department, the Department shall consider as 'an uncompensated

. 16 transfer all resources that are used by an applicant to purchase any term Hie insurance
17 policy that does not have a benefit payable at death that will equal or exceed twice the
18 sum of all premiums paid for such policy if such policy was purchased within thirty
19 months prior to the dare of application 'for assistance. 0'

20 B. The provisions of this section shall not apply to term life insurance policies for
21 pre-need funerals pursuant to § 54.1-2820, except that any benefits paid under such policy
22 in excess' of such actual .emenses shall be SUbject to recovery by the Department of
23 Medical Assistance Services for Medicaid payments made on behalf of the deceased
24 insured. The provisions of this section shall not apply to any term liie insurance policies
25 purchased prior to the effective date of this law.
26 C. Single-premium. term lite' insurance policies funding preneed funeral contracts
27 described in § 54..1-2820 siza/l be deemed to have cash surrender values 0; at least fifty

28 percent rof their face value for the sote purpose of making eligibility determinations ior
29 institutional or community-based care to be paid for by the Department.
30
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APPENDIX E
1994 SESSION

LD2938364

1 HOUSE BILL NO. 911
2 Offered January 25,1994
3 A BILL to amend and reenact § 54.1-2822 of the Code at Virginia, relating to preneed
4 funeral contracts,' deposit 01 trust prin.cipal in Virginia finanaia! institutions.

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 at 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 contract 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.

34

Patron-Morgan

Referred to Committee on Corporations, Insurance and Banking

5
6
7
8
9
lOBe it enacted by the General Assembly of Virginia:
11 1. That § 54.1-2822 of the Code of Virginia is amended and reenacted as follows:
12 § 54.1-2822. Deposit of money received pursuant to preneed funeral contract.
13 ..4.. Within thirty days folloWing the receipt of any money paid pursuant to any preneed
14 funeral contract or interest or income accrued thereon, unless sueb amounts are paid to
15 fund either an annuity or an insurance policy which will be used to purchase the funeral
16 supplies or services contracted fort the person receiving such amounts ~ deposit all
17 consideration paid pursuant to the terms of a preneed funeral contract in which the price
18 of the supplies and services is not guaranteed, or ninety percent of all consideration paid
19 pursuant to the terms of a preneed funeral contract in which the price at the supplies and
%0 services is guaranteed, in a special account in a bank or savings institution doing business
21 in this Commonwealth.
22 B. Notwithstanding any provision in subsection A, any amounts paid to fund any
23 preneed funeral co,ttroct, or any agreement supplementary thereto, that is described t:lS or
24 denominated Q trust agreement, trust contract, trust instrument, funeral trust, or otherwise
25 uses the term "trust" to connote or suggest that any such amounts will be placed or held
26 in trust or in a comparable fiduciary status. shtzIl be deposited in a special account in a
27 bank 07' savings institution doing business in this Commonwealth as provided in subseczion
28 A.
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TRUST OE?ARTMENT 57ATEMENi

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

APPENDIX F
STATEMENT DATE 12/31/93

(

I
I
I

:HESAPEAKE NAnONAl BANK TRUSlc: II

).0. sex ,4'9 -,--------------";iii'';C;irn=;illiAiN~~*Nr-----
(JlMAANOCK, VA. 22482

BENEFICIARY:
FUNERAL HOME:
TYPE OF TRUST:

SOCIAL SECURITY #:
FEDERAL T~~ IO #:

ACCOUNT NUHBER:
DATE TRUST OPENED:

DATE MATURED:
FINAL BALANCE PAID:

CURRENT BALANCE: s

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 PAID , S. STATE TAXES PAID, $.
~EAR-TO-DATE ADMINISTRATIVE FEES, $~

ALL FEDE~~L AND STATE TAXES HAVE BEEN PAID ON THIS TRUST FOR
~HIS TAXABLE YEAR. THERE IS NO FURTHER INCOHE TAX LIABILITY 0"



Dear Trust Customer:

Enclosed is the annual statement for your Tmst Account. All fees have been
paid and all interest earned on this aeeounr has beenreponed to the 1n£ema1
RevenueService. Chesapeake National Bank will handle the Federal and VJrginia
State Tax filing for your account. Therefore, there is DO further tax liability OD

your part.

SECURITY IS OUR NUMBER ONE ASSET. You have chosen ODe of the
most secure investmenr methods available for your pre-arrangement funds • - a
bank trust. Nootherpre-need plan is as secure.

In order to provide our trust customers with the most efficientservice OD

their accounts" Chesapeake National Bank utilizes the expertise of Estate
Assurance Systems, Inc. (E;\SI), which is a corporation that specializes in these
trust services. .

Estate Assurance Systems, Inc. (EAS!) and Chesapeake National Bank
(om) areseparate and unaffiliated corporate entities. EASI markets the Provider
Trust and Horizon Trustprograms for which CNB serves as trustee and also
provides certain administration and other support services to CNB in connection
with these programs. For these services, E;\Sr receives a fee payable by CNB that
is based on the aggregate principal amount held in trust by CNB under these
programs. Trust fees paid to CNB by participants'in the Provider Trost and
Horizon Trost programs and specific fees paid to EASIare published in the bank's
annual report and Provider Fixed Income Common TrostFund audit which are
available to all existing and prospective customers by writing to the following
address:

Provider/Horizon Trust
Chesapeake National Bank
P.O. Box 1419
Kilmarnock, Virginia 22482

CHESAPEAKE NATIONAL BAi'lK

. ESTA.TE ASSD~CE SY~IS, INC•.
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I)I~OVIDEn.

Burial Trust Agreement
A Living Trust

TI'f1STRUST AGREEMENT Is made belween, _

---- ---1---1 _

.(SocMI SeaIotI,~. • CO-Ie 01Bllt,) C.o.ddr_)

end CHESAPEAKE BANK .(h8reinallar called "Trusleel. 8 banking assoc::iBtion headquartered In Kilmarnock, Vwplnla.
The TruslDr deslrllS lo Cleale ~ tnJs\ which, upon the deaU, 01 _

-----------:--: ---1---1 _
ISocaIS-IItly~) COMo/Birth) IAdelI-)

will provide and pay tor the luneral servlces or ht Deceesedenello thaI end has IranslelTed and deflV8red 10lhe Trust" Ihe lunds or olher Plt:lP8r1y
specified in paragraph 1 hereof. The TIUSIorhereby appoints .......l'--- _

(TM' F.-..I~) (Addo••)

10piOVide Ihe 'Iunera' services in accordance wilh the tenns 01the Trust.
NO';". THEREFORE, tile Tr"!Slor and the Truslee agree as follows:

. BS----t. EslBbIishment end PutpOSB ofTtuStFund. The Tn.rsIorhenlby conveys lo the TIUSI88 an Insurance policy10be held by II In lIUst
(!he "-rust Fund") with BIpowers Bnd authorily hereinafter oonIemM:I. and 1he Truslee sh8II hold. administer, 8I'lddispose or lhe Trust Fund In
acoordance 'NIththe lefms hereof. TheT~ Fund sh8lIbe.used solelylor !he P8)'I"8I1I of the funeral r;ervloesandproperty describedbelowor thaI
maybe selected 81a 18181' dale by the Truslor or•• no selection Ismade by the Trustor. by the TRJSleeor OUteI' person authorized by Ihe Truslee.
The·Trust Fundshill be deemed lo Include .. netlnt8lest andIncomeeccruedthereon.

2. D8sclj1lionof Fr.netaISeMc:es. 1he Trustorhereby selecIs 1he followlr1g seMces and personal property. The Truslee has the power
8nd8Ulhorityloepprovelhes~ofsuch ..rvIces andpropeltylntheewntU... llemsselected llrenolllwilabHlupon It... deBIh ofIheDeoeased.

Services: .(check Dwhere applicable) To bet seIecIed at 8 Ialer dale 0 .
ProIessionai & AdmInIstrative Setvices 0; Prep8181ionor Ute Body0; Embalming 0: Use or F&eiIllies (chapel, viewing. etc.) 0:
Transportalion· Removal 0: FLrI8rat Coach0: Flower Car0: ServiceCar 0: Family Car O.

Personsl Propetty: (check0 wi...,e BPJ*able) To be selected al a Ialer dale 0 .
Casket- Bronze O. Copper 0, Steel 0, Haldwcod 0, Cloth 0 Vaul\ of OII ...r iurlal Receptacle· Air Seal O. Top Seal 0:
SleeI 0, Concrete 0: OIherO; Olher Men:handise _

Addilion.'ln$In~lions:

. 3. Type01Trosr. Thl. Truet Agreement.hall be Irrevocable and the fUndi placed In truI' hereunder .r. not retundable. The Trustor
expressly watves all tights aitd powers to revoke or terminale UlisTrusland renounces any.lnlerest. either vesled or conllngent. In the Trust Fund.
The T~lor sh~n have no 8~S81o or rlohtlO revoke, eller. or amend the Trust or 10change beneliclary or benellcianes 01Ihelrrevocable Trust
account once the Trust Is established.

4. DIsOUlS8fflsnttoFuneraiDirBctor. Uponthe recelptbylhe TrusleeolacerllfHKIcopyollhedealhce,lIrlCateol1he Deceased,and anllemlzeo
slalement signed by !he Funeral Director showlngthat he complied wIlh 811 the lruslo(s Instructions hereunder,lhe Truslee shall payover and
deliver to the Juneraldireclor the 8nlire Trust Fund, or 80 much Il\e,eoles provided lor Inthe Apreement end Underslanding (Altachmenl B) which
~ Incorporaled \)y relarenee ar)!:t.made a part of lhlsTrust ApreemenL

5. CHsbursemenl ofFundsN,,'Paid '0FunerrtlDirector. II any balance remains In theTrust Fund slIer payment of the funarahelated expenses,
DrII no such expanses ar. ectually Incurred, the Truslee shalliransler the Trusl Fund, Drthe remaining balancelhereol.lo ,he persons whowould
have been entilted to receive Ihe Esteleor TheDeceased (as determined by lhe Trustee aller reasonable invesllgalion or upon cerilrlC1llionbeHeved
to be accurate) end in the same proportions as lhey would have taken, had Ihe Deceased died inteslale. unmarried. end domiciled In Ihe Siale of
Virginia. . .

6. Appointmentof New FuneralDir8clor. The TlUslor shall have llle right 10appoint a new funeral director to provloe luneral services lor lhe
Deceased. In Ihe absence 01any employmenl ola Funeral Director by the 'lrustor, the Truslee shallappolnl a Funeral Director 10provide lunoral
seNtees tOT the Deceased, or lhe Truslee shall reimburse, In the manner Itdeams appropriale. any olher person lor lhe tuneralaxpenses Incurred
byhim on behall ollhe Deceased. In 'he evenllhe Trustee, mils sole discretion. delennlnes lhalllis not advisable 10have the Funeral Direclor
appoinled hereunder provide the deslgnaled funeral services. the Trustee shBlIllppoinla new Funeral Direclor 10provide such lunera! services.

7. Trustee'sPowers and auties. The Tnlslee agrees 10serve as Trustee for the benellt ollhe Truslor In accordance with Ihelerms of this
Trust In managing and admlnlsle,ing Ihe Trust Fund, Ihe Truslee shan have an the poweB, subject to Ihe provisions of Ihe Agreement and
Underslanding (Attachment B), sellorth In Seclion 64.1-57 of Ihe Code 01Vlrpinla as In lorce on the dale of this Trusl Agreement The Trustee
may resign and appoint 8 successor TlUslee upon reasonable nollceln writing to Itle Trustor and Funeral Director. The Trustee shall provide all
annual slalemenllo both ttle Truslor and Funeral Direclor showing principal funds plus acct\led Inlerest, anclln eddilion shall provide 8n annual
Sialemeni or Income to the Truslor lor tax purposes where such e statement 15 reqtMred_ TIle Truslee has aUlhority to deposit all or any portion
01the Trusl Fund In Chesapeake Bank interest-bearing aecoYnl! and to put ell or any portion ot the TMII Fund Into a common lrust tund.

8. Tl1Jslee's Fees. For liS services, the Trustee shall be entitled to lake end receive alee In accordance wllh Its published fee schedule 8t
Ihe lime Ihe services are fendered lor similar truSI services. The Trustee shall be relmbuBBd tor any reasonable expenses Incurred In Ihe

.., perlormance of services under this Trusl Agreement.
9. Allachmenls to this lrusl Agreemenlare : Policylt _

Underwriler ~

~~ I:t.. IN WIlNESS WHEREOF. lhe Trustor end Ihe Truslee have executed this Trus! Agrllement aUas ollhe dAle firsl above wrllien
.~ .
. Truslor Chesapeake Bank. Truslee ~

~ Br By: ;.~l
~ifi:! C 19Q4 E~lnl" I\ssul~"ell SySln",•. Inc rutl NO 94·IIT .' f.J:t

'r S:.J
~[;:~..,f'\i' rm,,~ "~~~l"'re..l';?-.,~l-,rl'i\·Ji.~e:.~-~.rJl.~':'1 ~...IP~L~ ft:'IUlll!L..A~~ m .S.JtL Ift....m-mf~.....g-".J!~-~!I. ..~j, ~l..;, ;~~m;.~:r;;~;:4~,.\" :J:~'r'''IA''7, ...,~f.;I.~.j:.l) ..\ ~J,;. • ..... ~ ~.;io~~:;[;. ,,·\ .......,..':.~~-;o..,~r.:a~it~~~rq:.;~Ja1f:_~,l ,!,"T.\l'~...~,~.~~!".~ ..,.~~~U(~ \!1": r••"':.'·'Jt".!~:jiF~:~~!r,:;'n~~"'~~.•'~~ ~J
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P F P PRE-NEED .
.• .• FtJN1=-R..l\L

PROGRA.lvfS

Allianz Life Insurance Company ofNorthAmerica
Minneapolis, Minnesota

AP PLICATION
Agenrs Number kJency Nunber

1. Proposed Insured/Annuitant - First. Middle, Last Name 6. Plan Face Amount $

o Sjngie Premium Whole Ute Rider: Face Amount $

7.Premium Amount Paid with Appicaticn
2. Current Age Sex Birthdate I Birthplace

I s $
i Payment Frequen:y:

3. Resder.ce: o Regtiar Monthiy o Check·A.matic o Other
Street NlI71ber ofPayments
City State I 8.Excess Interest Option

Zip leiephore ( ) (Ute Products Only)

9.Owner
4. Sod21 Security Number

10. Beneficiary (Name andReJationship)

5. Occupation

QualIfyIng Questions
ALL QUESTIONS APPLY TO THE PROPOSED INSURED

I GJve friI detaOs toranyyes answers to questions 11 t1JIDUgtJ 16InRemar1cS
Answeronlyquestion 11toramityappJcaIJaIs

Yes No

I
Yes No

~ i. Is the policy applied for toreplace/change any
n 0

15. Do you take atrfprescribed mecications on a
0 0insurance orannuity inthis orany other company?

I regufar basis?
i 2. Have vcu ever: 16. Within the past 5years haw you been examined

c.. Seen treated tor alcoholism ordrug habits? 0 0 orbeen treated by any physician orpracti6oner? 0 0
O. Had insurance decUr.ed. J'2ted orpostponed? 0 0 Jfyes, give name andaddressd attendJng physJaan:

12. Have you ever had orbeen advised that you had:
a. Any disorder of the heart orcirculator! system,

high orJow bloed pressure orc.1est pain? 0 0....-
U, b. Diabetes, cancer ortumors? . ,

L...l 17. To the best ot yell' Jcnowiedge and beaet, are youI C. My nervous, menta! orbrain aisorder orany 0 0I 0 0 free ffom disease?

i
aizziness, fainting spells or ~nvujsions?

Ifno, give fuJI detaIls InRemarkS.d.Any disease ordisorder of the digestive system,
respiratory system, nervous system orurinary I 18. He!ght ft. in. Weight Jbs.
system? 0 0

I
19. Remarks:

e. Any disease ord:sorder ofthe muscles, bones, ,--,
or joints? L.I 0 J

14. During the past 5 years, have you been diagnosed
by amemter ofthe medical profession as having

I Acquired Immune Defidenc,/ Syndrome (AIDS),
AIDS Related Comolex ARC/, or an AIDS
related conoition? LJ u

! :=0r,iTi__N_c_";"_~_:-_-::_O_i3 .......

Continue on Reverse Side

38·



Agreement

It is represented that I have read the statements and answers given on the first page of this appfication; they are true, complete and
correctly recorded to the best ofmy knowiedge and beiiet. It isagreed that this application will be the basis for and form a pert of any
policy issued on this application. It is further agreed !hatany poiicy issued on this application will not take effect urness both ot the
following conditions are met (2) the tun first premium is paid; and (b) ttle polic"! is issued during the lifetime of the Proposed Insured! i
Annuitant and. it this application is for insurance, during ~'le continued insurabJDty of theProposed Insured.

Dated at--- _ this day of _ 19 _

Signan.Ire of Witness (AoenI1IUI wnss... raGIirId by IIw) Signature of Proposed JnsuredlAnnuitant

Signature ofOwner (. OIIWU1In Praposad ImunldlAlrWnt)

Agent's Replacement Statement: To the best ofmy knowiedge. the poficy applied for__will __ wJ1l not replace orchange any
existing liie insurance or annuity porJey.

Dated-- _ .~
Month Day Year Signature at Agent

Authorization and DIsclosure Notice

. I (Proposed Insured) authorize any phySdan, meoical practitioner, medically related facility, insurance orreinsuring company, U1e Medical
Information Bureau, Inc•• orother organization orperson having iniormaoon available about my physical ormental condition. non-meaicaJ
information, andlor treatment ofme relevant to my insurabifity, to give toAltianz Uie Insurance Company (Allianz ute), oritsreinsurers.
any and all such infonnation.

I understand the information obtained by this Authorization will be used by AlfJanZ Ute to determine eligibiUty for insurance andlor bene­
fits under an existing policy and for other business purposes inconnection with tt1e insurance relationship. The information obtained may
not be released to any person ororganization except to reinsuring companies, the Medicaf Intonnation Bureau, Inc•• orother persons or
organizations perfonning services in connection wifh my application, caim oras may be otherwise lawtully required oras I may iurther
authorize.

I have read and received the Medical Information Bureau Pre-Notice and the Fair Credit Reporting Act Notification of Investigation
before ~mpleting this application. J understand that this Authorization shall be valid tor 26 months from the date s,1own below and that,
upon reques~ Ihave aright ofaccess to and correction ofpersonal information.

Signature of'Proposed InsuredYearDayMonth

Date0, _

FllleIallbne IRetal1

Endorsement , Credit

Other Savinos

Funded by L~~Io~tal~v~aJ~ue:_.::=============.J

Assignment: In return tor tha promise to provide such services as agreed upon and described in a~une~ CQntIad beari~ the same date
as this Assignment. I hereby assign to the funeral home named above the proceeds ot the polICy of Insurance .tundi~ such Funeral
Ccntract It is understood that: (a) said funeral home will hold ne funding policy ofinsurance in my personal file In thefr office; and (b)
,nake su::h ~ticy~e tor my review u~n request

Revocation: I ormy legal representative may revoke this Assignment by giving written notice atany time before the death ot the person
instred under the tundino coliC'1 ofinsurance.

Witness

Form No. PF?·5005
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L:.IhYlHllillll Sl.r'C!(!I lid. ')1IWI1"·I(,1
08510 ~lapl~s Hill IhJ. 91105111·16, Onle:

COlllract #I: _

Pre..Need Funeral Contract
for

Nlme of Rceipielll ot Scnoica

___________ (Zip) _

Va. Sales Tax . .$ _

TOTAL.... ,..$' _

C. SERVICE & MERClIAHDIS£· Dr Olhen
CenUiCIIIcS __ • S -1=.-3 _
Police Escott.- ----J _
0eFIY flOIlCInrium ...$ _

.Or...... OlU'ch ---1 _
SoIoIIl...___. --S _
Clmtatiao Fee -----S _

Medal Exlminer JU _..$ _
TollTcIct'ftone Calts .s _
PAX • . ....:s _
Air or Rill r...e ..__•..-.s. _
OI"~ lloma Owlcs__J _

J..i..-tncsemce
__ • /ea.-----.s _
----------- $ _

----------- $ _

----------- $---$ _

Talal Services clMdsc. a, Others......-..$ _

SUMMARY
Toell A. okD --J _

Toel' C J. _

Talal A. D + Co- .$.-=....._

Direct CremaUon .....__. ..S _

Dll$lc Servlcu of Funeral DIt'ector
Inti SlaIT•.••.•_ •._ .•••_••.••••__._•.•...•_••_._...$ _

VII. nllt:eh-In!: RtJU.jn.~ for another
Funer.llloau _ _ .._ _ .l _

IV. IInnledl.le Durl.l...__.._.....__......._........._._...S _

II.

V.

VI. ForW1lrdlnc Relllllh" (0 I •• .>(her
F..neral Iionle _._....._......."."....._ ....._......._..1 _

Funeral UOIII~ f'lIc1lJUu .nd Starr
I. Facililies Ind SellCf lor "iewilll,,,ililniioll .........$ _

b. Faclllllcs IImt sl_,r 'or "ul'::lll
cc'CftlOny IChllfltl or roonlsl ......_ ..__..._oH......S _

c. fllcllilia IIl1d Stiff for memo,ill
Icrvice: _.•._ _ _ _ _$, _

d. EqUiPfllCn1 ,"d Sill( lor g,,"c:sidc
service._......._.... _ ...... _._..__.... ...... _ •••..$ _

e, Er,"ipllleni Ind Sian lor .. fr·pranise
sc:rv.c~....... _ ....... _ .._•.__ ..• ..__••__._..$ _

r. Adc1ilional Slier for oH.,. :lIIise Icnic:e
II nicbe and 1111 oul-of-IO·.. II lervice.. ••_,.$, _

I. O":mist _. __ _ _ ..s _

HI. Enlh.JRllnC & Other rrepnrallnn of
Rellt.hlS

.t. cmD.lnlilll.•.•....._ _ _ ...•__ ~ _

b. Cos'"Cllling. Dfcssilll &. Casketi", • _S _
c. DcaulieiUl_ ........__._....__...... -S. _

I.

ChlllCS shown .re for Ihosc ilcms 11111 you selcCted or Ihll Ite required:If We are n:q\li'e-J by law or by • CI:IIIe:tc:ry or crematory to ute any he,ns,
we -ill c.rph,in Ihe reaJnn in wrillng below.
If ),ou seleclell I (uller.1 Ch.l 11I1"require embllminc. sud••1 • funerll willi viewinl. )'011 may hive 10 PlY tor cmbtlmin.. You da DOC Mve 1op.)'
for embalmlna ym, did no1 1I""ro"e if yuu selecled .".angelUenlS suchu • direct cremlcionor Immcdi.le burill If we chirp tor cmbllmina. We
will ellpllinl'tclow. 0 ruU~SERVICE 0 CREMATION OIMMEDlATEDURIAL 0 smr oer

J. A•. "ltOFESSIONALSERVICES

VI!. Aulomollve EllUI"me"(
a. Trlnsfer remlins 10 funcrel hOIl1ll: ..._...__._.$ _
b. lIcartc. • • .__---S _

e. Ploral Car .. ..__ __ _ .._.S _

d. Service Car _ __._ _._ _.__ S _

c. Addhtol'lll Milt:"Je
___ eo 'milt: _ _..1 _

TOIII or Services Seleclcd __ _ •._._.. oo

D. MERCn NVls£·
Caskel ..: _ __._ " .•_ _-S _

Outer Duril. Con •• incr _ _._..5 _
Delivery Charge· Sat. S.III. lIolicl~y .. oo S _

Grave: Equirnle:nl 5 _

Canrlles & Knee:Jer ..•__ _..5 _

SI'pl'lie3 $ _

Clolhing _.._ 5 _

Cremauon Um _•.....5 _

P"dll\ or Czemlltlon Contllillcr .1 _
Cremllllon VAull .._ _.._ ,S _

TOIDI Mdse. Sei~letl ......••.........................

Tl)IQI Servicc.s & Mdse. Selcclcd .._.•••......
-Men::handlsoc Subject 10 '10 Va. Sales Tu

The only ••rr.nUes. eJ:pfClJ or 1."Ued, Ir.fluld In
CflMcetlOft wirll die .0CKb told 1ft .htl pre-need tllner.1
eonariei••re the eapru. _iIIen wlrr.nlle•• If Iny.
ule"decl by UIO mlnu""elurerl Ihereof. No other
"'lTlnlle. _lid no .Imnlies of MERCnANTABIUTY
OR FITNESS POR A PARTICUl.AR P.URfOSE .re
u.lendcd by lite Funerll Sen'ic:c.

'11 STATEMENTOFGUARANTEE
Oy .iSmn. Ihis contrwet, B1; 1e y r-uncfDf
Semce IBrees 10 lbe S1llernelll chedtaJ below (cbeclc
o.~)·.m. Pre-finlncins ",.r.neees Ihll no ~ddlllon.1

paymenl will be required from Ihe flmlly or
cslnlc for ,UllraniCCO scnlce. lind supplies
provided tlte Gr.nd Tolll of; these
arrangements b paid in full Ind lhe Interest Is
allowed 10 accumul.le In 'lour Rccount.
PDymenl or Ibc dilfcrellce will be required for
lhe non-guaranlced esllmlled Ilems If lhey
incrCll'c in ~ee .

__ The prices fM item' under merchalidisc and
pcolcssioflllacrviccs Ire DOl JUlrlnt=d.

In wilnCH whercof. Ihc Duyer lind Ihe Funeral Ilomc hne: execvlnllbis eOnlracl. inlending its terms 10 be in Ia:ortllnce wilh lhe CQde DC Yirpjpia
Ind Iny regulleiollS implemclliing the CJ2sll:. By sig"ing Ihi, conlrllCl y<lllad:nowlwllc thl. you hllve been pro¥ided access 10 Ibe OllflOrlunil,. 10 read
mc VISCiosure ~18tcmenl$. .

(Designee of r-lIl1cnllllOlllt:) (!luyer)

~pb W BJjley rO
(funerlrllomc)

J DC

(ConUICI Dale)
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VIl. PENALTIES On nF..sntlCTIONS
n,,~ Funeral Serviee has the followang

penahics or re';Iriciion."Ion the rro' 'sions or IhiscontracL
1. Removal.,r burial wilhin mile tlldius of

Mort thAn 30 D.,,~

If 'YOU lenninRle lhis rre-need contraCI more l)gn thirty
da~$ Aeler rhe dale on thi$ eonCl'l'Ct, yotl will be refunded
wl;a,cver ,,",ounl wa~ required 10be rillced in a revocable
Inl51 hUld. rill!>"ny inlerc:..<:\ or inCf)mc it hRS eArned.
Any flCrsor'l who funds this conlraC::llhrough • lrust lund
,.,·hic:h ill: irrevocable or IhrotJl!h an insurancclannulty
polie~' or rhrollgh 'he transfer or real e""la,eJpc-.rsnnal
flrorcrty ml'ly not be eligible for a refund.

no _

II 229807211

x

III. GENERAL JNFORMATION
In order that the buyer may understand the

reilltio"~hjpli of Ill! parties involved in this pre­
need arrangement and contract, the foBowing is
provided:
A. Buyer -.AP~_~­
D. Funeral Bnm~ T'roviliin~Services ..IUi~'---
C. Pre-need DTTnn~~r ~e.~' _

Employeel by; (Funeral liome) Jll.i..l.~""Y,,- _

Licensed Funeral Director
ir. Vlrginia yes_--::..:.-__
Funeral Direemr License
Number

The followini, inromunion will be given jf in 'in~urance 2.. Maximum diSlance serviced il no c:harle:
policy or annuilY conlracl is useD '" fund Ihis agreement:

A. Buyer
B. Insurance ComJr.lnr:
C. Insurance AJ'!cnl

Emp'nyed b}'

(Jnsuran~Co.)

~201icant
A11 ianz
R. Seay

Genemt Agent
B1 i1ev CO.
0001

3. Ammanlor removal or burial oUlSide DC service 1Je8
____. per mile.

4. MAximum distance would not service:

S. Insen an explanation of tbeFuneral HD~·S Inability
to per(onn the rcqlle..(t(s)of the Buyer..

Melhod of Funding
A. Insur"nt:!'. Ye~-Annuitv
B. TruSL _

LAmnunt I() be lruSled:, _
2..Nwmc or1"rustcc::..- _

.3.Di~siliDn or
inlerest: Plli9.:i![! Life Insurance

A.. Fee.s, Ezren5C.s, T8lCe~
deducted hom enmed interest NfA

.5. Buyer'5: Re.~!lbilily lor
Taxes owed on inlerest ,L,;N~{A!:.>_ _

6. II selected roocls end services srcc:ified in Ihe
CMlrael lire 'mllbftjh,hl~ al the time of need:
A. The '"nenl home shan he reqllired 10 rumi~11

51JM'IIies and 5CJ"Viees Kimilarin lIt)·Jc and at lca'l
equal in qUlIlit)' of moteri"land wor~m.n,hip

end
11. The re"..c."eJllali~ of Ihe dccCl'scd5hlillhave

lhe ri,ilt to choose lile supplies or servia:s 10be
5l1bslilntcd.

IV. CONSUMER INFORl\1ATION
The Board of FunerAl Directors and Embairne~ i:r; lmlhnr·

l~ed by S4i .1·2800 ei, seq. or the Code or Vir~ini.1O reBulate
the praclice of pre-need funeral plRnning. Consumer C('Im·
fllaints ~ollid he direcled 10:

The Board of Funeral Directors Rnd Emh.,lmers
1601 Rollin~ Hills Drive. Suite 200

Richmond. VicFrnia 23229-5005
Telephone Number (804) 662-9907

Toll rree Number (800) 533·1560

v. DlSCL.OSURES
.The Disclosure Suuemt .'\!:wi1l beavRilableforYOlirrevie",.
The Oenerel Price Li51 : "aU he furnished ro you by Ihe pre­
need altllnger. These c. .nlAin in(onmuion Itll'! you mil!'!
receive by law ancUor 11•.s8uthority of the Roard or Funeral
DireclOrs and Embaime..s. YOII are enlitied l(l receive l'1I
infonnation ill dear and simple ian~nnge including .he
ianguage of the funding agreement for this pre-need 3rr31l~e­

ment,
If eny law, cemetery, or crematory requires the purchase of
any of these uems lislCll in Part 1, Ihe requirement'; will be
eltpiaincd in writins.
B)' signing this contracl,buyer Rcknowledgc:r; llVlliIllbililYof
and opponunil)' 10read R cOJlY of an or lhe required rlocu·

·menls.

"1. TERMINATION OF CONTRACT
Any rerson who funds Ihis COnL",;::! through Jl tn'~l agree­
ment mlly terminale Ihi!: pre-neecJ Ilfreemenl 8t an)' lime
prior 10 Ihe furnis hill!; of the services or surrl ic.~ COnlT:Jttcd
for:
Wlfhln 30 Dny!
If YOII lennmate this pre-need contract In wnlln~ wllllln

I.hiTly dllYS of the clille of (.hi!' conlrncl, you will be refund~

all raym~nl!: of whlllcver lyre yOIl have made. plu.~ IIny
inleres! or income you may h:we cllrned.

in the event thllllhcpre-need conlMCl designales a person
otner IhAn the buyer or recipienl of services to' make
IIrrAn,ement.o;{or disposition of remains. finaddcnllum IU
follows sb.·dl be ,uRched 10 lhe pre.need conlnlct:

DE..C;IGNEE AGREEMENT

)...,\si,nIlIC or Rdd?

, /
10 assiA.whh Ibe pre-need amlllt'ementl: in mY'behAtr.
This indi~llal is .l!oau.horiz.ed In worlcwilhJhe ftmcral
home.rICr~ delll h to ensure thAt the~e ."..,(i!emenlSare
fulfilierl. The ~IAtionshirof my d~sillnelto me is

'\ /
nuver: \ DlfIe: _
III~cepllhC': ref'/uesl of (~er)~/,--_' -:-

10 aSl:iSI with his/ner f're."'~t'arrnn!lemenL~IUld10 wori:::
with the runCt'R1 home ahotlus/her dCllth '0 ensure lhBt
these AITIIIIl!emcnts Ar~ lfiueh'\.

Designee: D~,: _

71.. lorego~.'k.owl"',,,, bcl~\.rn.Ibi!

.... 01 \\;--

N~· ~
Vl:\Ie C(lmmi~sion EXT'ire..~: ~

"
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s _
S ~

$ _

s--------

$ _

s _

$ _

s _

Caske:
Ma:1uiaC':UI'e:'
Mode!

Mate:Ws
Colo::s

'Outer bur~ c:ontaine:­
Manuiac::urer
Mocie!
Material
Othe- (sped.7)

TotallY.fiseoTJaneous Ite:ns S _

TOT.il GUARANJ.=D rn:MS S _

_~~wied.g=tent c;:aras
sales ! ax (as' a~iic:able)
Oth~'<spedty5 -

~s_~__
S _

Coa::raa
N'umbe"

Cb~'"~ tmiyfrr :bDse iznu :iNz:1fnl uJ«wJ trl' rbtt:t lin ~ui. If... lin~CIibJ - fir ~ Il.~~",.-t:1"I"-~---ZtJ-JI$-'I
41:] ium.s, we will e::plt:m':hl ruJ,llJ'fU -= lllriz:intbe1.tnlJ., '

Funer:al Ser'Yic::s_' ~------~~---------~-------
Basic: serviees of ::t:ne:al~rme s:z£ 5, _
'~ahn:ng . s _

if yOU selec:e: ::. fune:-a.l that .:nav recuire !:nha.imin£
S"":Cn 2S a'f:me.~ with a viewing,~ inay r.zve to pay
:0-: e:moelmine. YOt,; do not'have to P2V for e.mha.imin£
veu die: not z~orove 'if vou se1ec:' amal2Clents S"1I2c:h as
dire= C"e:rtatfon or i:rui:tediate burial if we ci1a...-ge for
e:nbal:cting we will expiair.why: __~ _

::e..oogy ;i~lDO~'w:r. "
~egiste: B,ok

5 _

?aclities 'and staff fa;: visitaticn and vie'Wings _
:aclities anC:: stai: ior nme."al ceremony S _
Facilities fa: staff and me:ncriai se.""Vice S, _
=~~pment io:.s:aii ana gravesicie service 5 _
ImmeQiate'Bu..'""'.al 5-.: Dire='C:~tion S, _
~gme ciosmg i~ s_' _
Transie:- rc P"me:-al Home S _
:une:al Coac.."l S _
?aiilly Ve..~cie(s) ,5 _
•.;ciciitional Se!vic!::i, (spediy) ..., _

?or..."Uciing/Rec!lvmg Remain! S _

'TOTAL FUNERAl.. 5C:{VlCES S _

:S-on-Gaarzn:teed Cash ...~dV2Dce Items -:-- ~~__:"--_-__::~---
....bitua..""Y: Ncnces S' _

~:...;, Ce:-:....neate s----
~OW~~ S----
~_~C $

-~--

'Io~ Non-Gaannt~ci Cash Advan'f: Items . S _

TO"LoU GUARANTED AND NON-GUAR.AN 1=D rn:MS S _

ONe ~.ar:~ you £0: our services in ob:aiItirig:-: (5~ wb. aci'V2I1~ ft~..s) _

----------------------------:----------------
::'1eroD )Tvingare any Legal, ~ete..:r or Cremaeory~ that compel the purc:ha.se oi.1imeral gooci.s or
service .' -----------------------------------
==::=======================
-_ .. _----:--:---------~----:---:---Insur; r ce ..A..ge..~t Name

._- .. :::-----::-:---------------

.ei~none

United :amiiy Life lI".J:~ ~o=:?any • 230john Wee;ie:y Doecs Ave. • Atlanta, GA30S03 • ~::;·33~

99J::i:t ~ - Lt.'"!,.. rdLrr.:J C:7:ly' F~! Fur.:.f!"WCqy - rcrmiiy 42



P:r~eed Fune::-al Corrcracr _

• • • ,. • e

!!OOCS c.:1C 5c::-V1CeS IO: trie cerscn namec :n zne
Starerne:.: 0: :::.:n~-al Coods ~12 Services unless £acm:s
bevonc its :::m-:=ol prevent it rr cm doing so. If the
Funeral Some is unable to provide tne planm~ci iune.-c:.l.
another funeral establishment :r~y be w~oser~

~JNDING~ This Agreement is nznded by a life insurance
policy, c~care or annuity contract (UPoliif) on the life

of the ?e.'"SQn named in the Searement of Funeral Goods
and Service issued by United Famiiy We Insurance
C0..E1?any', A t1!.Il ta , Georg:a. The face value will be
adjusted ~nnually by c. faccor ecual to the Consumer
?:ice Index,

GUARA.!"J l=-=' OF F"UN.::.R..-\.L ?RJG;.?uneral nome's
retail price to:' tae guaranteed price imle.."a1 goods ana
services c-"osen'imoe: this Agreement (as indicated in
tne Statemen: of ?un2!al Goocis ana Services) will nor
~=~the retiiL"?n::e in etie::: at the time of need 0: the

.total death'benefit ?ayaole under the Policy, whichever
is less-This euaranree means that no additional pavmenr

':t- " .'

will be required =cm the family or estate for the
guaranteed goods anc services provided full Oe:te.fu:s are"
?aic under the Polig

'The Price"'!cr non-euaranreec: cash advance it~.s·(z'"

incii~ted in ~e S~te:nen: or G:>ocs and 'Services) .are
ncr '~'"ltee=:at tile siznmz of tnis azreement anc "-'ill

~ - - -
be cie!:::_.:.rined at ~~e time or neeC:. ?2yme-'1t for ·:...~e

d.iffe..~ce to: non-guarantee'i it~.s-will be reOl:ireci if
t.~ey inc-ease i::.-?rice.-Fune..-al ::ome .....rill Dor appiy t.;"a,t

portion of me Policy'pun:.:1Z.Seci to' £-~C non~.lar~tee:d

items ro pay for g-WL.-aI1tee= iterit.s.

Ii :"~e PI"oceeC.s of the ?oiic:v exceec t.~e at-need ~taii

price of tile goocs and se::V,ces seieCi:ec.,· t..~e ~~c:::es'
c.:::lountWiJl"be -paid· to "t.~e· estate of t.he ir.surec or
c:mtingent ·oe:iefici:.~ in ac:oriiance with the ten:ns 'of
~~e Policy, s~j~ .to anY_State.or local laws conc~""!ling

:..rze !"ecove..~ of excess orocee--i-.s.
• .1 •

~',-":'lv= D.~.:: OF GIjP.,-~~.:.::.=.; iAlhe:re the :'OllC?

is c full ~....ne5ts -ooiicv (nor c liIr.ited De!1efris ':)oiicY), the
?rice gr..o.a.L-anree ~h.a1l' 2ke e£ie::: im::lediare.i:y. -~"1~ the
PoLi::'y,.. is a·lizirite!:i" oe.."le£its :Jollev, t.~e "nCE g"..:ar-~ree

snall take ezfec~ on the cia"te whe:-. full oe;enrs are
?ayaole-unde: .the-Policy; 'dur.Jl1g:ne .limire:::i Oe.!le!its
?€=ied, the ?r1ce of all goods and se:ViceS' ~:'osen' shall
be tne at~neeci-?rice;-anciif insur~nce proceeds a.:e
~~.H,.i~uare ::0 cove~ :""l:.S ~0UZ1: t.."'l.e m:re:-e..""l.ce WOllie

:"2. ve to ~e :>aid D\." :ne fa:nilv cr otne: legal
:-e?re5e:1t2.tive.

~\1INr_TION OF PROVISIONS: 7:'1e .';'gr~~e."l~ =..!~:

be cancelled at any ::':ne ?=ior to :~ne=a~ ::O=:t

.f-.=:lisning goods aric services. Canceliaricn 0; :::.e

.~_g=eemen: does no. cancel either tile Folic:...·, wrucr;
terminates in accordance witt its own rerzns a:1::
conditions, or any irrevocable assignment or the Poli::'
to the Pre-Thana Agreement T:ust. Any pre=Ir..r!r.s ?alC
will De iully refunded ii the ?oiicy is cancelled within 3D
days of issue. Funeral Eome may declare t...~iE

Agreement void and rerminarec in the even: of the
following: a) cnangmg. in whole or in ?ar:. tn:
beneficiary designation where the change :H~~tivel:'

aff" e.....c: Funeral Homes ~c-;". ~~ 00--;"" orcceeds: ;",'-_ ........... c:. .. _ ••=..... ~ \.~ 'A~L ..l.I , iJl

failure to pay premiums when clue; d canceilarion,
su: .. e:\cie.."'±ng or i.a?se of the Poiicy: d) borrowing agains:
the Poiic::r, e) revoking or c:nang'.ng the assignment of tae
Policy or its ?ro:::~ci.s; or f) any other action which may
result in Policy cancellation or nonpayment or proceeds.

MIS~L~..NzOUS; Funeral Home reserves the :ig..~t to
subszirute funeral zoods similar in srvie and of. ... .
ecuivaient or nig.ner qualiry in materials and
workmanship to De seiected by tne re'?Te5e:1:2rive 0: the
deceased, :~""1e..'"C.i nome will no: be lizDje for any raihzre
to r..L.-:ti.sh goods and services i£ the. f.iliure is caused by
iacto:s beyond its control.

DISC:"OSL.i"R~S: By sig"!1ing rrus Agreement. 'y'ou
ac..'mowieciee t....'e foilowin~ ciiscio~.rres: 2.. A :-.L-:-~:

G~e:-al, ·c;s.ke~ and Oure-Btrial Containe: ?::ce 2s~
~ s.nown ?rior to ciis=..ISSing these ?rices. se:""vi;es"o;
IDeci-..anciise; b. Sezre law aoes not reqti:e :"i-Je ?ci .:...~c
of any- or t.'1e ~""1e::aJ e-oocs 0:' Se.........ric~, e..xc:?t as se:

" ....... .
ioi"-..h i:r.. the "5tare::ne..~t of ::tme=al Gooes anc 5~-vic~

~ed.; c: L."'l.e i::s~ce ag~""l.t is the fune..-al ciireccr o.
someone who is worXl."'1.g ~de:'" ~e d.ire::ioz:< 0: .::::>ntTOl
or the funezal ~~or. ?:. sales c:Jm:...--USsion wi..il :,e ?aici
to the ir.su..-anc: a.s:o:ent·wno sol:::' vou tile ?OllCV. T:"'l€:

.fune:a1 nome 'inak~ no ~a...7aIlti~ or':,e?;esentatior.s
...on ... a ; c- ";"e ...... -oc·uc-s SOl"C' .L;"a,.l>l·"" --:-11" CI on i v.. ~ '-"'- "e. ,.~":'.1 .. I..~- - ....... .._.... -".
war:-~tie.s an: the :""G:'ress WYTit:en wa:7anties, if any,
exte:1ciec "by t..i-te ma.;1.:;aC7"..l:-e:; incluciing, but hot'
l.imitec tc; the i!::'!':)ued wa~nrie.s oj :ne!'6an2Dili~'

and: .fr=t.ess ior a ';a..""'tic...:lar ?tl.:.?cse; :;. Yot: r.zve .re.ac
u.:.'"lcie..""Stooc a.".""1C rec~ved a CO?: of t..i-ti.s Ag:ec~e:1t ane
"renee:: disciosure L.""liOI!:"~rior•.

C~nsum~ com-olaim:s should be ciir~e:i m t."le Vi,;,-girir
Boare of ?une..··;d Dire:::-ors anc =.:nbalme.."'S, 66De i;'/es~

Broac Streer, 4th fioo:. Ric.wonc.. Vi..-gi...."1ic :::323G...lll/:
(004) 062-9907 O~ ~~800) ~';3-~50C.



La, I.nsured _ 11b •.Applica.o:t (if ot:he- dz.an Insured) _

SCreet

Gty

State

Middle Initial

Zip Code

LastName F:rsr Name

Oty

State

Middle lnitial

Zip Code

Las. Name

Phone# • - Age __ Sex

2. Payment Opt:ions _

Soc. Sec. # Bitt.lotdate_~_~_

RelationsiUp to Insured

o Singie?:e:nium

as Pay OS Pay 010Pay Is
I

Premium Amount

P:emium .Ar:nounr

race Amounr

Face Amount

a Annuai a ~Annual 0 Quarte!'jy a Montb.!y a Automatic: Payment (Completebac.'< of foIm)

3. Bendiciary _

After ':'avment under any assienments. remaining -.mxeecis
are to be"Daici to the estate of the:insm'ed unless anOther
bene:ic::.ary is specified below. .
Be!1eiiciary _

4. Rep1ac.c:Dcn~ _

Is any oi the ~""'3%1Ce at1Dued for intended to reelace
any othe:-instttance or aMuities now in io~with any
c:oInFany?· . .

ayes DNa

5. Health Questions --.;. _

If tile :insured is ?!lysicaD.y or mentallyunaoie to compiere the application ORif the answe!' to eithe: question is "yeS"ORif
neith~question is answe:-ed, 4 ?Olicy with limited bene:its during the .5rst one or two yea:s(d~g on pian) will beissued.

1) In the !Zt three vears,has the insurecihad, been
:nedicilly acivisedoi having.. or been treated for, or
h~ for any of the following:
Stroke !Ganey Dialysis Hear.: •.t\ttld<
Cancer Heart/Arte'y5~ AlDS/ARC

8Yes DNa

1) Istheinsured Cl1'1'entiy confined to. or a
resident of a hosDitai. hosoice. rehaDilitation center.
convaie:sc2nce~ orsiimIar suchiacility?

DYes ONo

Date

6. Certiiica:cion ----

To the best of mv knowledge and belief, the inior::r.ation on this aeelication is comDteteand true. Also, if I am the aDDucant
for :nswance on' the life of the insured. 1c~ that Lhave an insU.raoie interest in his/her iiie and .fullauthority to ~e
~iher funds as ;n-e::Umr.s on the insurance ap?iieO for. Your signarore enrolls you as a member in the A.$.....""'ClA.L10N
.:-ORP~~NAL RE...'OORCE ?l.AN1\I1NG. INC.~ugn wmc=. United Family Group Life Insurance is provided..

Signatu..'""e of Insured or Applicant ii other than insured

7. A.genrs C=-ci:6.c:u:ion _

I c~.-riiy ::....iat all information conramed in this application is true to the best of my knowledge, was recorded accnrateiy and
that this application was signed in my presence,

Signature of Agent

Please Print Name

/I) SigningAgenrs Soc.Sec..

a ffortiJ c:Jmpany

United Family Life.Insurance Company • 230 john Wesley Dobbs Ave. • Atlanta, GA 30303 • ~9-3300

Pltf~ See Other SiJU
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Authorization For .A..utornaric Pavment

. " . .- - ..... '. .
=:::1:", me ::::uoW".ng nnancai :r~::::::.or:.:

,-.·...;ry . Sc,m:

: :.::lce."S~nC: :.hal: : ="lay revoke :..:.us au:.."or...=a::or. :.1?On 30 days advance W7i~ :lctice, and ~"1ac t:nited FaJ:"..iiy ~ay immediately
revoke :,.:..is ::J'tivile~~ ii anv debe zs ncr ":);I1C wnen =res~:e-:i ro I:1V :manc:ai i!-.s'::Urion.. .... ._... -- -_... .. ..

Care

.. ----- ._-------_.._-----~--_ ..-
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FOR VA..LL'"E RECEIVED, theundersigneci, as owner or holder of Policy Number ---'
issued bv u1\JlTED E~'yITLY Ur=LN'Su'"RAl'\iCE COl'vIP.A.J.'\i'"Y on the life of-----------'hereby assigns all right, titleand interest in said Policy to the PRE-TP.Al"\;A ..·~.Rl<""a.\_I\jGEME1\Jl TRVST/
its executors, administrators, successors and assigns of said .A...ssignee.

The undersigned by this assignment transfers to said Assignee all incidents of ownership in said
Policy: Once assigned, the undersigned waives the rignr 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 pennitted by the Insurance Company.

This assignment is subject to any assignment in favor of, or indebtedness to, the UNITED FA.LY~LY

LlFt. WSl]R.~'.JCE COIvIl'A1~-Y.

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 responsible for the validity or
sufficiency of this assignment.

Sizned at.....

on .. 19 _

Witness

Owner

This assignment should be executed in duplicate.
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
_______ f 19 _

By: _

Authorized Officer

r-321-JB94

United Family Life Insurance Company • 230 John Wesley Dobbs Avenue • Atlanta, GA 30303 • ..W·';~659-3300

.¥oTljJt:~



"APPENDIX 'G

, COUNTS OF INDIVIDUAL FACTS

22 cases of preneed COmplajnts reported since 1992

67 individuar counts of altegations in the 22 cases as tollows:

Farms (incorrect forms, failure to provide pries lists. failure to provide
contracts)

16 founded vioJatJons
19 pendJng allegations
4. closed as unfounded

Misspprooriation of Funds (funds. never roached funding source)

6 founded violations
7 pending allegations

Money Not Deoosited Per Code (funeral home held money beyond 30 days bUl
eventuaJly submitted It to funding source)

3 founded violations
4 pending aUegations
3 .closed as unfounded

Preneed Arrangements Made bv Unlicensed Siaff

1 pending allegation
1 closed as no jurisdiction

Disclosures (funeral home failed to provide funding source information)

4 pending



APPENDIX H

,Tidewater Funeral Directors Association. Inc.
P. O. Box 5i06

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.O. Box 949
GldUcester, VA 23601

Dear HI'. Morgan:

I, as President of the Tidewater Funeral Directors Association,
was instructed at our monthly meeting on September 19, 1994, to
express our concerns regarding The Joint Subcommittee Studying
Marketing and Financing Practices Associated withPreneed Funeral
Contract.s.

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 Embalmers, 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 preneed contracts since
the year 1989. In light of preneed contracts exceeding $200
million being written in that time, and the relative small number
of complain~s, it see~s that ~he exis~ing regulatio~s are doing
their job.

Lastly, we have been under a Federal Trade Rule since 1984, that
has proven to increase client awareness of their options in
relation to funeral services. There, however, seems to be a move
afoot 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
thc~r b~~t ~u~~.~~~~.

Sincerely,

Lawrence Hemenway, President
Tiderwater Funeral Directors Association

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



eNo'ttfu'tf2 'lJiPf.!3LnLa. 9uJ2£7.-a[

~i~cto't~ c7t~~ocU2tLon

P. D. !Box 7 9654

c7tfexan.d'tLa, <vc7t 223 2 0

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 cOlIlDUIli.ty in regard to pre-need funeral plans we felt it necessary
to state our position on the issues being ex;mrinpd by the subcamJittee.

In 1989 sweeping pre-need legislation was passed regulating the marketing
practices of pre-need sellers in the Coomonwealth of Virginia. We and our
clients have experienced that there is adequate protection for consumers. The
State Board of Funeral Directors and the Camrissiooer of Insurance 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 fi.nancial incentives' paid to pre-need
sellers by insurance companies are appropriate, we feel this practice is
reasonable and acceptable in today I S marketplace. Many people work in indus­
tries which are cODlDission -based (insurance, autaootive, banking, etc , ) ']he
ccmDi.ssions earned by ftmeral directors of pre-need plans offset the costs
associated with generating the sale to consumers. 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-need contracts would
severely limit the consumer options and stifle competition among pre-need
funding suppliers. By stifling competition, new and innovative 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 funeral directors and consumers to have a choice.

r;z':;z44?-..~ /~
Sam Found
President

RF'K/lls



APPENDIX I

RE!4ARXS :BY DOUGLAS D. HOlmOE, .1X. I PRES:rDENT, cm:SAPEAXE BANX

ON OCTOBE2 6 I 1.994 TO TliE ROUSE JOnrr SUBCOMMITTEE E:E:AR!NG,
CRAIRED BY niE BONORABLE liARVEY B. HORGAN,

STODYING KARXETmG AND FIN'ABCING PRACTICES ASSOCIATED WITH
PRENEED FOHERAL CONTRACTS

BOUSE JO~ RESOLUTION 141 (1994)

Mr. Chairman, Members of the Subcommittee, my remarks will
be 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.

- Funeral di=ectors 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 request
of several funeral directors finding that they had cash
and CDts 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 a=e located in the
Commonwealth and are accountable to the Commonwealth.

- Audits of pra~eed insurance products should be
available to the Bureau of Insurance.

- Financial intermediaries holding Dreneed funds should
report preneed assets to each preneed customer on an
annual or regular basis.



"'::hesapeake does not.p~y ccmmd.aa i ons on cruscs ,
he. eve.r I conmriss'ions axe paid directly to funeral
di=ec~ors by insur~ce companies when insurance is
used in P::-ovider T;ruSl:s at· Chesapeake.

- Insurance companies used t~ fund trusts were chosen
because of:

1) Financial rating of "A" or better by
A. M. Best; and

2) Yields paid on policies comply with Virginia
law.

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

- ~~esapeake cash trusts are compounded 24 times per
year.

Several questions were asked after the above remarks.
Mr. Mo~oe stated that he felt the term "trust" should be used in
compliance with the laws of .the Commonwealth as pointed out in
che hea=ing by an attorney for one of the insurance companies.
He felt that the financial providers should account to the
Commonwealth in some form for the preneed contracts that they are
f~~ding 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 =epor~ that the beneficiary of the trust has died and
t.he service has been performed and paid. At that point seeps are
taken to have the funds paid to the deceased's estate.

-2-
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§90·210.65 ART. ::m. FUNERAL TRUST FUNDS

APPENDIX J

§90-210.66

§ 90-210.65. Refund of preneed funeral funds.
(a) Within 30 days of receipt of a written request from the pur­

chaser of a revocable nreneed funeral contract who has trust funds
deoosited with a financial institution nursuant to G.S. 90·210.61(a),
the financial institution shall refund to the creneeci funeral con­
tract purchaser the entire amount held bv the 'financial institution,

lbJ 'Within 30 davs of receiet of a written notice of cancellation of
any prearrangement insurance policy purchased pursuant to G.S.
90·210.61(aJ(3). the issuing insurance company shall pay such
amounts to such nerson or persons as is provided under the terms of
the prearrangement insurance policy..

\c) .After making refund pursuant to this section and giving no­
tice of the refund to the nreneed licensee. the financial institution
or insurance comoanv shall De relieved from all further liabilitv.

(d) Notwitb.s~ciiD-g any other provision of this Article, 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 to the contract­
ins nreneec licensee's price lists for any services performed or mer­
caandise crovided crier :'0 revocation- or transfer.

(e) This· section snail not aoolv zo irrevocable oreneed funeral
contracts. Irrevocable creneec "ftinerai contracts may not be re­
voked nor anv proceeds refunded excent bv order of a court of com-

. - .~'. '106° l~- ..; lS~8"'Re' laS?)petent junsoicnon. l ... ""~' o r , 5. c: ..L \ g....ess.. OJ' _. c.
1336. s. 2; 1983. c. 657, 5. 3: 1985, c. 12. 55. 1. 2; 1991 tRego Sess.,
1992), C. 901. s. 2,)

§ 90-210.66. Recovery fund.
fa) There is established the Prsneed Recoverv Fund. The Fund

shall be administered DV the Board. The Duroose of the F unci is to
reimburse purchasers or~ oreneed funeral contracts who have suf­
fered financial loss as a'result of the malfeasance. misfeasance.
default failure or insoivencv of anv licensee uncier this Article. and
includes refunds due a oreneed funeral contract beneficiarv from a
orenesd licensee who has retained any portion of the oreneed fu­
nerai contract navments cursuant to -er.s. 90-210.61(a)(2).

\bi From che-fee of fifteen dollars ($15.00) for each nreneed fu­
nerai contract as recurred ov G.S. 90-210.67(d). the Board shall
deposit tWO dollars \$2.00) inio the Fund. The Board may suspend
the deposits into the rune at anv time ana for any neriod for which
the Board determines that a suzficient amount is-available to meet
likely disbursements anc :0 maintain an adequate reserve.

(C) All sums received DV the Board pursuant 1:0 this section shall
be neid in a separate account known as the Preneed Recoverv Fund,
Deposits :0 ana disbursements from [he Funci account snail-be sub­
;ec: to rules established ov :.he Board.
- (0) The Board shall acoot ruies zoverninz management of the
Fund. the presentation anc processing or ippiicJ.trons [or reim­
bursement. and subrogation 0:- assignment of tne rights of ':I.nY reo
imoursed acniicant.

I eJ The Board may expenc monies in the Fund for the following
nurnoses:
- ': 1; To make reimbursements on aonroved anoiications:

(:::) To purchase insurance :0 cover losses as ceemed aooroori­
u.L'; v' ~~.lt:" DVCl ~ ..uHi "VL ,dI,.;UIl.:>i:'I.ClLL W ld...~.c:: !JU1-:;·U~t::=::' ut
:ne Func:



§90-210.67 CEo 90. MEDICINE. Al..LIED OCC~JPAnONS §90-210.67

(3) To invest such portions of the Fund as are not currently
needed :0 reimburse losses and. maintain adecuaze re­
serves. as are oermitted to be made bv fiduciaries under
State law: and .

(4) To pay the expenses of the Board for admmistering the
Fund. including employment of legal counsel to prosecute
subrozation claims.

(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 oniv after the aenlicant has eomnlied
with all atmiicabie rules of i;he Board. . . -

'gJ The Beard shall investigate all applications made and may
reject or allow such claims in whole or in part to the extent taa;
monies are available in the Fund. The Board shall have comniete
discretion to determine the order ana manner of payment 01 ap­
proved applications. All payments shall be a matter of privilege and
not of right. and no person .shall have any right in the Fund as a
third-oarrv beneficiarv or otherwise. No attorney may be comnen­
sated 'by the Board for prosecuting an application for reimburse­
ment.

l hj in the event reimbursement is made to an aooIicant under
this section, the Board. shall be subrozaced in the reimbursed
amount and. may bring any action 'it deems advisable against any
person. including a preneed licensee. The Board may enforce any
claims it mav have for restitution or otherwise ana may emalov and
compensate consultants, agents. legal counsel. accountants 'ana any
other nersons it deems aenronriate.

ijj The Funci snail apply zO losses arising after Juiy 9. 1992.
resardless of the date of the untierivinz preneed funeral contract.
I 'j 001 ;Ref7 Sess ' QO'') ,. 90' -'" -)- '
\ ....... " \ O. twJ -, ..L.~v""'" '-'-- . - • .::J. --

§ 90·210.67. Application for license.

(a) No 'person may offer or sell preneed funeral contracts or oiler
to make or make any funded funeral prearrangements without first
sccurinz a license from the Board, There shall be two tvnes of li­
censes: anreneed funeral establishment license and a Dreneea sales
license. Only funeral estaolisamenrs holciing a valid establishment
permit pursuant to G.S. 90·210.25(d) snail be eligible for a preneed
funeral establishment license. Employees and. agents of such enti­
ties. upon meeting the qualifications to engage in preneed funeral
planning as established by the Board. shall be eligibie for a preneed
sales license. The Board shall establish the oreneed funeral Dian­
ninz activities that are cermirced uncle!" a nreneed sales license.
The- Board snail adoct rules establishinz sucn cualifications ana
activities no late!' than 12 months foilowinz the ratification of this
act, Preneed saies licensees rnav sell creneed funeral contracts.
prearrangement insurance policies. and' make funded funeral pre­
arrangements only on behalf of one preneec funeral estaolishment
licensee: provided. however. thev may sell oreneed funeral con­
tracts. prearrangement Insurance policies. and make funeral prear­
r-ang-ements for anv number of licensed creneed funeral estaolisn­
merits that are wholly owned by or arfiiiatec with. through common
ownership or contract. the same enritv: orovided further. in the
~'IO;;:;~~~ .. .in::." ,;:;"~";'''''t:-': i.:..l ;)c;E.i~J.~ ~J.t::('u'i.i..Ii~~mt:~1. insurance potrcies.
thev snaf meet me iicsnsinz recuiremenrs of the Commissioner of



APPENDIX K

JOINT SUBCOMMITIEE Studying PRENEED FUNERAL CONTRACTS
(HJR 141)

Meeting of October 6, 1994

STATE1vtENT:

Mark A Drougbman, Jr.
Virginia Cemetery Association

CODSQIDcr Protection Committee, Chair

On behalfof the Virginia Cemetery Association andas Chairperson of the

Consumer Protection Committee, I would liketo address several items of

concern.

1. HJR 141: This "Resolution" was first introduced to study "Preneed

Funeral Contracts" related to the potential for misleading sales, marketing

and fmancing practices associated with funeral contracts, Forsome reason,

this resolution was expanded to include cemetery "Preneed Burial Contracts".

In conversations, with Delegate Harvey Morgan, the 1988/1989 sub­

committee's Study of Cemetery Practices and the resulting legislation was

brought to his attention. OnFebruary 28, 1994, in a telephone discussion,

Delegate Morgan informed me of his extensive research into theexisting

laws and verified the efficiency oftile administration oftile Department of

Consumer Affairs. Now it is brought to our attention that thesub-committee

feels necessary to rethink its mission and ,.study" preneed burial contracts.

This creates an unfair position for the "for-profit" cemeteries since wehave

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 isnecessary to paraphrase an expression "don'tmix oranges and

grapefruits"; though they may look similar, they are totally different Funeral

Homes and Cemeteries have separate lawsto govern each industry. These

laws wereenacted to meet the requirements ofthe particulars of each

individual business. Should an enterprise wish to operate botha cemetery

and a funeral home, theoperation mustconform to the laws foreachentity.

As an example, "Funerals services andrelated 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 BoardofFuneral Directors & Embalmers),

heard in the United States COUl't ofAppeals, Fourth District, decided March

7, 1989, appealed to the U.S" Supreme Court. who chosenot 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 layto rest thepossibility ofthe of "cross-over"

question.

Also, it is obvious thatthe sub-comminee's majorconcern isdirected toward

"financing and trust practices" as is noted by the representation ofmembers

of the sec's Bureau of Insurance andsec's Bureau ofFinancial Institutions,

on the sub-committee, as well as the subject matter covered in theprevious

sub-conunittee meeting.
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To assure security of any funds pre-paid for cemetery merchandise. it

should be noted (Article 3, Section 57.35.27: Fi1lll1lCia/ report and written

assurance required/or preneedtrust accounts) thatthe laws governing

cemetery's preneed burial contracts requires reporting aunually 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, (Article 5, Section 54./-2822 Deposit of

money receivedpursuant topreneedfuneralcontracts.-...Trust account

records shallbe subject to examination by theBoard)

3. FEDERAL TRADE COMMISSION; .

The Federal Trade Commission, through itsoriginal 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 thebest interestof

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 PreneedFuneral Contracts

pursuant to House Joint Resolution 141

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

IIssue/Option I Subcommittee Action

• Permit the Department of Health Professions to Reviewed at 12/22 meeting:
petition court for appointment of receivers and Recommended.
other equitable relief.

• Review current requirement that preneed Reviewed at 12/22 meeting:
insurance policies and annuity contracts pay 5 Not recommended.
percent or CPI.

• Require all individuals involved in preneed Reviewed at 12/22 meeting:
sales to be covered by bonds or errors and Not recommended.
omissions policies.

• Prohibit the sale of preneed funeral or cemetery Reviewed at 12/22 meeting:
policies unless done in conjunction with sale of Not recommended.
preneed services contracts.

• Require periodic statements of account re: Reviewed at 10/22 meeting:
preneed funding contracts. Not recommended.

• Require independent audits of all preneed Reviewed at 10/22 meeting:
trusts, submitted at least annually to state Not recommended.
enforcement agency.

• Permit owners of affiliated funeral homes to Reviewed at 10/22 meeting:
centralize preneed records management at a Recommended.
central location.

• Modifications to regulatory scheme governing Reviewed at 10/22 meeting:
preneed cemetery contracts. No recommendations.

• House Bill 999; carry-over bill before House Reviewed at 10/22 meeting:
Corporations, Insurance & Banking Committee. Not recommended.

• Modifications to current scheme of regulatory Reviewed at 10/6 meeting:
oversig-ht of preneed industry. No recommendations.

• Enhancing "portability" of preneed services Reviewed at 10/6 meeting:
contracts. No recommendations.



J Issue/Option ISubcommittee Action

• Modifications to statutory rights of next-of-kin Reviewed at 10/6 meeting:
to override provisions of preneed contract. No recommendations.

• Changes to current statutory scheme for Reviewed at 10/6 meeting:
bonding when funeral home stores prepaid, No recommendations.
preneed merchandise or retains up to 10
percent of preneed purchase price.

• Modifications to current provisions permitting Reviewed at 10/6 meeting:
cancellation of preneed agreement, No recommendations.

E:\DLSDATA\BUSJURIS\STUDY95\HJR141\lSS&OPI'.DOC
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APPENDIX M

DRAFT authorizing Director ofthe Deparment ofHealth 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 regulato[Y 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 havinfl equity jurisdiction over
such person or any of the funds held by such person statinfl the facts upon which he
relies. The court may temporarily enjoin further activity by such person and take
such further action as shall be necessaJ::y 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
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APPENDIX N

DRAFT authorizing Funeral Homes with multiple locations within the
Commonwealth 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 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 eentf'al single
location within this Commonwealth.

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



APPENDIX 0

VIRGINIA ACTS OF ASSEMBLY -- 1995 RECONVENED SESSION

REENROLLED

CBAPTER738

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 andthe Director or investigative personnel appointed
by him have reason to believe that such person is not able or is unwilling to iJdequately 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.
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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.

Approved February 23, 1995
[H 1494]

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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