ALLOCATION OF PRENEED FUNDS
(EXPENSES, CANCELLATION & PORTABILITY)
The Working Group dedicated significant discussion to the proper allocation of preneed

contract funds and related interest. The Working Group considered the proper
allocation of preneed funds based on four distinct preneed scenarios:

1. Contract Fulfillment: The beneficiary dies and the preneed contra }m%s fulfilled by the
original seller and provider according to the contract terms. th1s scenario, the
purchaser has paid all outstanding costs and the provider and selle jave’complied with
all contractual obligations.

2. Transfer of Providers: The purchaser decides to maintain the preneed contract but
desires to select a different provider to perform the“@isposition or to provide the
facilities, services or merchandise identified in the corts

3. Cancellation By Purchaser: The purchaser decides ncel the contract entirely.
Here, the purchaser does not wish to designate a new provider or make other changes to
the contract. Instead, the contract is to be completely terminated.

4. Cancellation By Seller For Non-Payment: This option is exercised by the seller in
those instances when the purchaser has failed to remit payment as required by the
contract. If exercised, the preneed

A B N :
Each of the foregoing scenarios are ; erent and raise different consumer and funding
concerns. Accordingly, the Wor Group recommends that the Joint Committee
separately consider the allécation of prefi¢ed funds/interest for each scenario.

A. Contract Fulfillment:

48
The Workinggfoun L
= On fu ,.ﬂlment ellers should be entltled to payment of all funds held in trust and any
related s Iﬁ%meéﬁmless otherwise provided in the contract.
et

B. Transfer of Providers:
The Working Group approved the following consensus recommendations:
* Chapter 436 should clearly allow for 100% portability. Purchasers should have complete
and unrestricted freedom to select an alternative provider and should not be penalized or
assessed any additional fee/costs for a transfer.

= The seller should be required to pay the newly designated provider the remaining
payments owed to the original provider under the contract, if the . Here, the newly
designated provider would simply “step into the shoes” of the original provider for
purposes of payment and fulfilling the contract.
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= The Seller should be required to accept the new provider designated by the purchaser if

the provider agrees to accept the remaining payments owed to the original provider, as
designated in the contract.

' Comments. th > MFDEA mm'“ dahon concerns were‘"‘"

C. Purchaser Cancellation:

The Workm Group approved the following unanimous recommendatlon‘gff
Purchasers should be entitled to a full refund of payments if the t%‘firchaser cancels the
contract within thirty (30) days after receiving a fg&g@g ecuted contract.

» Purchasers should be allowed to cancel after thirtgaday cancellation period with or
without cause (see additional recommendatiof

Additional Recommendations:

» 100% of all funds held in trust. Note: This option would require the seller to refund its
A% nses to the purchaser plus any related income.
oo éOf the amount paid by the purchaser. Note This option would require the seller

e amount paid by the purchaser. Note: This option would allow the seller to
a portion of the funds for expenses plus any related income.

of all payments plus a portion of the income earned. Note: This option would
allow the seller to retain a portion of the funds for expenses, however, a portion of the
income would be refunded to the purchaser.

» 80% of all payments plus a portion of the income earned. Note: This option would
allow the seller to retain a portion of the funds for expenses, however, a portion of the
income would be refunded to the purchaser.
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= 80% of the payments made by the purchaser. Note: This option would allow the seller
to retain its expenses plus any related income. [State Board Recommendation]

= If the seller fails to cancel the contractipgier’to at-need services being required, the
purchaser should be prov1ded the opportunity to remit the payment in arrears. If
e seller should be required to credit the purchaser’s preneed

cost for services. If a credit is applied, the seller may

ion, 80% percent of the contract payments should be refunded to

This option would allow the seller to retain its administrative
elated income.
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