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November 24, 1964 

To Members of t h e  F o r t y - f i f t h  Colorado Genera l  Assembly: 

I n  accordance wi th  t h e  p rov i s ion  of House 
J o i n t  Reso lu t ion  No. 1030, 1964 r e g u l a r  s e s s i o n ,  t h e  
L e g i s l a t i v e  Counci l  submits  t h e  accompanying r e p o r t  and 
recommendations r e l a t i n g  t o  consumer problems and t o  
t h e  f u n e r a l  i ndus t ry .  

Th i s  r e p o r t  and recommendations of t h e  commit- 
t e e  appointed t o  c a r r y  o u t  t h e s e  two s t u d i e s  were 
approved by t h e  Counci l  a t  i t s  meeting on November 23, 
1964, f o r  t r ansmis s ion  t o  t h e  members of t h e  For ty-  
f i f t h  General  Assembly. 

Respec t fu l ly  submit ted,  

C. P.  (DOC) Lamb, 
Chairman 
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Represen ta t ive  C. P. Lamb, Chairman 

Colorado L e g i s l a t i v e  Counci l  

Room 341, S t a t e  C a p i t o l  

Denver, Colorado 


Dear M r .  Chairman: 

Your committee appointed t o  conduct s t u d i e s  
r e l a t i n g  t o  consumer problems and problems wi th in  t h e  
f u n e r a l  i n d u s t r y  has  completed i t s  work f o r  1964 and 
submits  t h e  accompanying r e p o r t  and recommendations 
thereon.  

A s  may be no ted ,  t h e  committee concent ra ted  
i t s  e f f o r t s  i n  1964 on t h e  s tudy  of t h e  f u n e r a l  
i n d u s t r y  s i n c e  t h i s  was ass igned  a s  a  one-year under-
t ak ing .  However, t h e  committee developed a s u b s t a n t i a l  
amount of p re l imina ry  in format ion  concerning consumer 
problems i n  Colorado,  which was a  s tudy  scheduled f o r  
completion ove r  a two-year pe r iod ,  and t h i s  in format ion  
should prov ide  t h e  b a s i c  ground work f o r  a new committee 
t o  resume t h i s  work i n  1965, wi th  a f i n a l  r e p o r t  being 
prepared f o r  t h e  1966 se s s ion .  

Respec t fu l ly  submit ted,  

Paul  E.  Wenke, Chairman 
Committee on Consumer 
Problems and t h e  Funera l  
I n d u s t r y  



FORWARD 

Recent  p u b l i c  comp la in t s  r e l a t i n g  t o  consumer problems i n  t h e  
market  p l a c e  and i n  d e a l i n g s  connected  w i th  f u n e r a l s  and b u r i a l s  re-
s u l t e d  i n  t h e  L e g i s l a t i v e  Counc i l  be ing  d i r e c t e d  by t h e  p r o v i s i o n s  of 
House J o i n t  R e s o l u t i o n  No. 1030,  1964 r e g u l a r  s e s s i o n ,  t o  c a r r y  o u t  
s t u d i e s  o f  t h e s e  problems. The committee c r e a t e d  by t h e  Counc i l  t o  
conduct  t h e s e  two s e p a r a t e  b u t  r e l a t e d  s t u d i e s  c o n s i s t e d  of t h e  f o l -  
lowing members: S e n a t o r  P a u l  E.  Wenke, chairman;  S e n a t o r  Will iam B. 
Chenoweth, v i c e  chai rman;  S e n a t o r s  Roy R. Romer and Sam T. Tay lo r ;  and 
R e p r e s e n t a t i v e s  Joseph  R. A l b i ,  George W. Atkinson,  Ray H. Black,  
Rober t  S. Ebe rha rd t ,  Mark A .  Hogan, Rex G. Howell,  John Kane, Raymond 
H. Simpson, and John D. Vanderhoof. R e p r e s e n t a t i v e  C. P. Lamb, c h a i r -
man of t h e  L e g i s l a t i v e  Counc i l ,  a l s o  s e rved  a s  an ex  o f f i c i o  member of 
t h e  committee. 

I n  o r d e r  t o  p rov ide  t h e  g e n e r a l  p u b l i c  w i t h  t h e  o p p o r t u n i t y  
t o  e x p r e s s  t h e i r  v iews on g e n e r a l  consumer problems and f u n e r a l  and 
b u r i a l  problems,  t h e  committee conducted  h e a r i n g s  on t h e  E a s t e r n  
S lope  ( ~ e n v e r )  and t h e  Western S lope  (Grand unction). However, o n l y  
a l i m i t e d  number of  such  p e r s o n s  took advantage  of  t h e s e  meet ings  t o  
p r e s e n t  t h e i r  v iews t o  t h e  committee.  The committee and s t a f f  app rec i -  
a t e s  t h e  i n t e r e s t  and c o o p e r a t i o n  p rov ided  by r e p r e s e n t a t i v e s  of t h e  
Denver Better Bus ine s s  Bureau, t h e  Colorado Home Economics A s s o c i a t i o n ,  
t h e  f u n e r a l  and cemetery  i n d u s t r i e s ,  and s t a t e  a g e n c i e s  and boards  
p a r t i c i p a t i n g  i n  t h e  commi t tee ' s  s t u d i e s .  

The accompanying r e p o r t  and recommendations r e f l e c t  t h e  com-
mittee 's  a c t i v i t i e s  and d e l i b e r a t i o n s  d u r i n g  1964. A s  t h e  committee 
p o i n t s  o u t ,  however, a d d i t i o n a l  i n t e r i m  s t u d y  c o n s i d e r a t i o n  needs  t o  
be g iven  t o  v a r i o u s  a s p e c t s  i nvo lved  w i t h  t h e  f u n e r a l  i n d u s t r y  and 
w i t h  g e n e r a l  consumer problems.  

P rov id ing  s t a f f  a s s i s t a n c e  t o  t h e  committee were James C. 
Wilson, Jr., a s s i s t a n t  a t t o r n e y  g e n e r a l  a s s i g n e d  t o  t h e  L e g i s l a t i v e  
Reference  O f f i c e ,  and P h i l l i p  E. J o n e s ,  s e n i o r  r e s e a r c h  a n a l y s t ,  
L e g i s l a t i v e  Counc i l  s t a f f .  

Ly l e  C.  Kyle 
November 12 ,  1964 D i r e c t o r  
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S U W R Y  OF COMMITTEE RECOMMENDATIONS 

The accompany r e p o r t  of t h e  committee appointed t o  s tudy  
consumer problems and problems of t h e  f u n e r a l  i n d u s t r y  c o n t a i n s  t h e  
f u l l  t e x t  of t h e  committee 's  f i n d i n g s  and recommendations. The recom- 
mendations of t h i s  committee may be summarized a s  follows: 

Pre-need Funeral  Prosrams 

1. The a d m i n i s t r a t i o n  of pre-need s a l e s  r e g u l a t i o n  and 
l i c e n s i n g  should be t r a n s f e r r e d  t o  t h e  S t a t e  Commissioner of Insurance.  

2. A l l  merchandise, except  monuments; a s  w e l l  a s  s e r v i c e s  
should Be included w i t h i n  t h e  p r o v i s i o n s  of t h e  pre-need law. 

3. One hundred p e r  c e n t  of t h e  payments under any pre-need 
c o n t r a c t  should be r equ i r ed  t o  be placed i n  an independent t r u s t  
company approved by t h e  insurance  commissioner. 

4. A l l  pre-need c o n t r a c t s  should con ta in  t h e  fo l lowing  i n  
bold type  on t h e  f a c e  of t h e  c o n t r a c t  -- "NOT INSURANCE." 

Cemeteries 

1. Cemeter ies  should be l i c e n s e d  by t h e  s t a t e .  

2. Cemeteries should be r equ i r ed  t o  f i l e  a  map of p l o t  loca- 
t i o n s  wi th  t h e  county c l e r k  and r e c o r d e r  of t h e  county i n  which t h e  
cemetery i s  loca t ed .  

3. The s a l e  of pre-need in te rments ,  i nc lud ing  cemetery p l o t s ,  
m a t e r i a l s ,  and s e r v i c e s ,  should be included under  t h e  p rov i s ions  of 
t h e  law r e l a t i n g  t o  pre-need f u n e r a l  s e r v i c e s .  Fu r the r ,  any c o n t r a c t  
involv ing  such a  s a l e  should c o n t a i n  on t h e  f a c e  thereof  t h e  f u l l  d i s -  
c l o s u r e  of any charges  and s e r v i c e s  i n  a d d i t i o n  t o  t h e  c o s t  of t h e  p l o t  
o r  in te rment  r i g h t  which must be paid  before  t h e  p l o t  o r  r i g h t  may be 
used. Also,  t h e  law should provide t h a t  a  v a u l t  cannot be made a  
pre-condi t ion  t o  t h e  s a l e  of a  p l o t  o r  in te rment  r i g h t  w i th in  any ceme- 
t e r y .  

4. F i f t y  p e r  c e n t  of t h e  proceeds from s a l e s  of p l o t s  should 
be placed i n  a p e r p e t u a l  c a r e  t r u s t  fund  a t  t h e  t ime of b u r i a l ,  t h e  
i n t e r e s t  from which i s  ded ica t ed  t o  t h e  maintenance of t h e  p l o t s ,  wi th  
t h i s  p rovis ion  no t  apply ing  t o  governmentally-owned-and-operated 
cemeter ies  and cemeter ies  n o t  opera ted  f o r  p r o f i t  by r e l i g i o u s  and 
benevolent groups and f r a t e r n a l ,  l a b o r ,  and coope ra t ive  a s s o c i a t i o n s .  
A p rov i s ion  should be included i n  t h e  law t o  a l low t h a t  no t  t o  exceed 
50 p e r  c e n t  of a  refund on a  pre-paid c o n t r a c t  could be withdrawn from 
t h e  pe rpe tua l  c a r e  t r u s t  fund,  i f  a cemetery c a r e s  t o  provide f o r  re -  
funding of i t s  c o n t r a c t s  i n  some cases .  

S t a t e  Board of Funeral  D i r e c t o r s  and Embalmers 

1. The membership of t h e  s t a t e  board should be expanded t o  
include one representative of t h e  gene ra l  pub l i c  and one r e p r e s e n t a t i v e  



of t h e  cemetery i n d u s t r y ,  appointed by t h e  Governor from t h e  s t a t e  ' a t  
l a r g e  and s u b j e c t  t o  conf i rmat ion  by t h e  Senate .  

2. Sec t ion  61-1-13, 1963 C.R.S., should be c l a r i f i e d  t o  read  
t h a t  where embalming of a  dead human body i s  performed, it s h a l l  be 
performed only by a r e g u l a r l y - l i c e n s e d  embalmer o r  by an a p p r e n t i c e  
embalmer under t h e  supe rv i s ion  of a r e g u l a r l y - l i c e n s e d  embalmer. 

3. Section 61-1-8, 1963 C.R.S., should inc lude  a  minimum 
educa t iona l  requirement  of a  h igh  school  educa t ion  a s  one of t h e  
q u a l i f i c a t i o n s  f o r  a  f u n e r a l  d i r e c t o r ,  and no t  two y e a r s  of  g e n e r a l  
c o l l e g e  educa t ion  a s  i s  conta ined  i n  t h e  p r e s e n t  law. 

4. A s t a t u t o r y  p r o v i s i o n  should be adopted t o  r e q u i r e  mortu- 
a r i e s  t o  f u r n i s h ,  a t  t h e  time f u n e r a l  arrangements a r e  made f o r  t h e  
c a r e  and d i s p o s i t i o n  of t h e  body of a deceased person ,  a w r i t t e n  
s ta tement  which i n c l u d e s  an i t emized  l i s t i n g  of t h e  s e r v i c e s  and mer- 
chandise  t o  be provided wi th  accompanying p r i c e s  f o r  each such s e r v i c e  
and a r t i c l e  of merchandise. 

5. A s t a t u t o r y  p r o v i s i o n  should be adopted t o  s t a t e  t h a t  no 
c o n t a i n e r  i s  r equ i r ed  i n  c a s e s  of cremat ion except  i n  such c a s e s  where 
a c o n t a i n e r  may be r equ i r ed  by t h e  S t a t e  Board of P u b l i c  Heal th .  

S t a t e  Department of Pub l i c  Hea l th  

1. The s t a t u t e s  i nvo lv ing  v i t a l  s t a t i s t i c s  need t o  be r e v i s e d  
and brought up-to-date t o  meet modern-day cond i t i ons .  

Consumer Problems 

1. Cash fund c o l l e c t i o n s  of t h e  S t a t e  Department of Agricul-  
t u r e  should be depos i t ed  i n  t h e  S t a t e  General  Fund and an a p p r o p r i a t i o n  
made therefrom t o  f i n a n c e  t h e  v a r i o u s  a c t i v i t i e s  w i t h i n  t h e  department. 

2. Bond requirements  f o r  b roke r -dea l e r s  and i s s u e r - d e a l e r s  
i n  t h e  s e c u r i t i e s '  law should be i nc reased  t o  $25,000, wi th  excep t ions  
provided f o r  s o l e l y  mutual fund salesmen, and t h e  bond exemption f o r  
r e g i s t r a n t s  whose n e t  c a p i t a l  exceeds $10,000 should be repea led .  

Fu r the r  Studv Needed 

The committee 's  one-year s tudy  r e s u l t e d  i n  t h e  recommendation 
f o r  f u r t h e r  s tudy  wi th  r e s p e c t  t o  c e r t a i n  a s p e c t s  of t h e  f u n e r a l  in-  
d u s t r y  and t h e  completion of t h e  p re l imina ry  work begun by t h e  commit- 
t e e  i n  regard  t o  g e n e r a l  consumer problems. 

x i i  



CONSUMER PROBLEMS AND THE FUNERAL INDUSTRY 

COMMITTEE FINDINGS AND RECOMMENDATIONS 

The Second Regular Ses s ion  of t h e  Fo r ty - fou r th  Colorado 
General  Assembly d i r e c t e d  t h e  L e g i s l a t i v e  Counci l  t o  u n d e r t a k e ' s t u d i e s  
r e l a t i n g  t o  consumer problems and t o  t h e  f u n e r a l  i ndus t ry .  Under t h e  
p rov i s ions  of House J o i n t  Reso lu t ion  No. 1030, t h e  s tudy of consumer 
problems was d i r e c t e d  I t for  t h e  purpose of determining i f  Colorado Law 
i s  adequate  t o  safeguard t h e  r i g h t s  of i t s  c i t i z e n s  from ques t ionab le  
s a l e s  promotion d e v i c e s  and i n d i v i d u a l s .  The committee s o  appointed 
s h a l l  make a r e p o r t  of p rog res s  t o  t h e  f i r s t  r e g u l a r  s e s s i o n  of t h e  
F o r t y - f i f t h  General  Assembly and a  f i n a l  r e p o r t  a t  t h e  second r e g u l a r  
s e s s ion .  

The o t h e r  assignment c o n s i s t s  of "a s tudy  of t h e  f u n e r a l  i n -  
d u s t r y ,  t h e  r u l e s  and r e g u l a t i o n s  adopted by t h e  Board of Funeral  
D i r e c t o r s  and Emabalmers, and problems r e l a t e d  t o  t h e  i n d u s t r y ,  w i th  
p a r t i c u l a r  emphasis on c o s t s  of f u n e r a l s ,  p r i c i n g  p r a c t i c e s ,  t a x a t i o n  
of t h e  i n d u s t r y ,  t h e  compet i t ive  s i t u a t i o n ,  prepaid  f u n e r a l  p r a c t i c e s ,  
and t y p e s  of f u n e r a l s  o f f e r ed . "  

The committee e s t a b l i s h e d  by t h e  L e g i s l a t i v e  Council  t o  c a r r y  
ou t  t h e s e  d i r e c t i v e s  of t h e  General  Assembly, i n  view of t h e  two-year 
assignment on t h e  s tudy  of consumer problems and a  one-year dead l ine  
on t h e  s tudy  of t h e  f u n e r a l  i n d u s t r y ,  concen t r a t ed  i t s  e f f o r t s  dur ing  
1964 on t h e  l a t t e r  s u b j e c t .  A t  t h e  same t ime ,  however, t h e  committee 
developed s u b s t a n t i a l  p r e l imina ry  in format ion  on consumer problems i n  
Colorado, i nc lud ing  some recommendations f o r  l e g i s l a t i v e  c o n s i d e r a t i o n  
i n  t h e  1965 s e s s i o n ,  b u t  a d d i t i o n a l  work w i l l  be needed i n  1965 be fo re  
t h i s  s tudy  i s  completed. 

STUDY OF THE FUNERAL INDUSTRY 

The committee 's  s tudy  of t h e  f u n e r a l  i n d u s t r y  was d iv ided  
i n t o  f o u r  g e n e r a l  a r e a s :  ( 1 )  pre-need f u n e r a l  programs; (2 )  cemeter ies ;  
( 3 )  t h e  S t a t e  Board of Funeral  D i r e c t o r s  and Embalmers; and ( 4 )  o t h e r  
s t a t e  agency programs involv ing  f u n e r a l s .  

Pre-need Funera l  Proqrams 

Funera l  c o s t s  g e n e r a l l y  involve  two c a t e g o r i e s  -- t h e  f u n e r a l  
and t h e  b u r i a l .  These c o s t s  i nc lude  expenses f o r  s e r v i c e s  provided by 
( 1 )  t h e  mortuary ( 2 )  t h e  crematory ( i f  t h e  body i s  c remated) ,  ( 3 )  t h e  
cemetery,  and ( 4 )  a  p u b l i c  c a r r i e r  ( i f  t h e  body i s  t r a n s p o r t e d  o t h e r  
t han  l o c a l l y ) .  

Usua l ly ,  t h e  s e l e c t i o n  of t h e  f u n e r a l  s e r v i c e  d e s i r e d  i s  
d i r e c t l y  r e l a t e d  t o  t h e  c a s k e t  s e l e c t e d  and t h e  p r i c e  t h e r e o f ;  a l s o ,  
s i n c e  t h e  c o s t  of t h e  f u n e r a l  i s  o f t e n  t h e  same a s  t h e  p r i c e  of t h e  
ca ske t  s e l e c t e d ,  charges  may n o t  be broken down f o r  t h e  s p e c i f i c  
s e r v i c e s  provided by t h e  mortuary. To i l l u s t r a t e  t h e  scope of t h e s e  
s e r v i c e s ,  a Denver f u n e r a l  d i r e c t o r  prepared a l i s t  of t h e  minimal 



p e r s o n a l  s e r v i c e s  p rov ided  f o r  a  " t r a d i t i o n a l "  f u n e r a l ,  a copy of 
which i s  c o n t a i n e d  i n  Appendix A .  The s e r v i c e s  i n  t h i s  l i s t  t o t a l  61 
minimum man hours .  

U n t i l  f a i r l y  r e c e n t l y ,  f o r m a l  advance a r rangements  f o r  an  
i n d i v i d u a l  f u n e r a l  c o n s i s t e d  l a r g e l y  of i n s u r a n c e  programs des igned  
t o  r educe  o r  e l i m i n a t e  t h e  f i n a n c i a l  burden on t h e  s u r v i v o r s .  How-
e v e r ,  a  new concep t  h a s  been added w i t h  t h e  i n t r o d u c t i o n  of  s o - c a l l e d  
pre-need o r  pre-ar rangement  programs i n  Colorado and i n  o t h e r  s t a t e s  
i n  t h e  n a t i o n .  The b e n e f i t s  u n d e r  t h e s e  programs,  a s  r e p o r t e d  by one 
l i c e n s e e  i n  Colorado,  i n c l u d e  e l i m i n a t i n g  t h e  burden of making f u n e r a l  
a r rangements  on t h e  s u r v i v o r s ,  a s  wel l  a s  t h e  f i n a n c i a l  burden,  and 
p r e v e n t i n g  over-emot ional  spend ing  a t  t h e  t i m e  of d e a t h .  Another  
b e n e f i t  i s  a l s o  r e p o r t e d  t o  be p r o t e c t i o n  a g a i n s t  t h e  e f f e c t s  of  i n -
f l a t i o n  on f u n e r a l  c o s t s .  

Because of t h e  p e r i o d  of t i m e  which may be i n v o l v e d  between 
payment and r e c e i p t  of  t h e  c o n t r a c t e d  s e r v i c e s ,  t h e  Colorado Genera l  
Assembly h a s  seen  f i t  t o  r e g u l a t e  t h i s  a c t i v i t y  i n  t h e  i n t e r e s t s  of 
t h e  p u b l i c ,  d e c l a r i n g  " t h a t  t h e  b u s i n e s s  of s e l l i n g  c o n t r a c t s  o r  
agreements  whereby t h e  s e l l e r  a g r e e s  t o  p r o v i d e  . f u n e r a l  goods o r  
s e r v i c e s  upon d e a t h  i s  a f f e c t e d  w i t h  a p u b l i c  i n t e r e s t ,  and t h e  p r e s e r -  
v a t i o n  o f  t h e  s a f e t y  and w e l f a r e  of t h e  p u b l i c  from unconsc ionab le  
d e a l i n g  r e q u i r e s  r e g u l a t i o n  of t h e  s a l e  of such  c o n t r a c t s  and of  t h e  
d i s p o s i t i o n  of  f u n d s  o b t a i n e d  a s  a  r e s u l t  of such s a l e s "  ( s e c t i o n  
14-19-1, 1963 Colorado Revised s t a t u t e s ) .  

A s  p rov ided  by t h i s  1961 law, a l l  l i c e n s e e s  a r e  r e g u l a t e d  by 
t h e  S t a t e  Bank Commissioner. A l l  f u n d s  c o l l e c t e d  by l i c e n s e e s  a r e  
r e q u i r e d  t o  be d e p o s i t e d  w i t h  a  t r u s t e e  w i t h i n  4 5  d a y s  a f t e r  t h e y  a r e  
r e c e i v e d .  

Pre-need F u n e r a l  C o n t r a c t s  i n  Colorado 

T h i r t y - f i v e  c o n t r a c t  s e l l e r s  of f u n e r a l  s e r v i c e s  a r e  l i c e n s e d  
by t h e  S t a t e  Banking Commissioner under  t h e  p r o v i s i o n s  of  t h e  1961 
law. These l i c e n s e e s ,  however, do  n o t  i n c l u d e  some companies engaged 
s o l e l y  i n  t h e  s a l e  of  merchandise ,  such a s  c a s k e t s ,  o r  i n  t h e  s a l e  of 
pre-need cemetery  programs. 

T a b l e  I c o n t a i n s  a  comparison of t h e  pre-need c o n t r a c t s  f o r  
t h e  33 l i c e n s e e s  r e p l y i n g  t o  t h e  c o m m i t t e e l s  r e q u e s t  f o r  t h i s  informa- 
t i o n .  A s  may be n o t e d ,  t h e s e  c o n t r a c t  p r o v i s i o n s  a r e  q u i t e  s i m i l a r  i n  
some r e s p e c t s ,  b u t  i n  o t h e r  r e s p e c t s  t h e r e  i s  a s u b s t a n t i a l  v a r i a n c e  
i n  t h e i r  p r o v i s i o n s .  

Types of C o n t r a c t s  P rov ided .  Approximately one-hal f  (17)  of 
t h e  33 l i c e n s e e s  r e p o r t i n g  a p p e a r  t o  m a i n t a i n  t h e i r  pre-need programs 
a s  a  convenience t o  p r o s p e c t i v e  c l i e n t s ,  such  a s  o l d  age  p e n s i o n e r s ;  
t h a t  i s ,  t h e y  have no f o r m a l ,  p repared  c o n t r a c t s ;  payments a r e  o p t i o n a l  
w i t h  t h e  payee;  t h e r e  i s  no p r o v i s i o n  f o r  " l i q u i d a t e d  damagesm; o r  t h e y  
r e p o r t  t h a t  t h e y  have no salesmen o r  s o l i c i t o r s  i n  c o n n e c t i o n  w i t h  
t h e s e  programs. 

The remaining 16 l i c e n s e e s ,  on t h e  o t h e r  hand,  m a i n t a i n  fo rmal  
c o n t r a c t s  w i t h  s p e c i f i e d  p r o v i s i o n s  f o r  i n s t a l l m e n t  payments,  l i q u i d a t e d  



damages, e t c . ,  and most ,  i f  n o t  a l l ,  u t i l i z e  s a l e s  campaigns a s  p a r t  
of t h e i r  programs. I n  a d d i t i o n ,  a t  l e a s t  s i x  of t h e s e  16 l i c e n s e e s  
appear  t o  have s e p a r a t e  v a u l t  o r  i n t e r m e n t  c o n t r a c t s ,  t h e  r e c e i p t s  
from which may be t r e a t e d  a s  n o t  coming under  t h e  100 p e r  c e n t  t r u s t  
p r o v i s i o n s  i n  t h e  1961  law. 

"Value" of S e r v i c e s  and T o t a l  C o n t r a c t  P r i c e .  One major  
s e l l i n g  p o i n t  used  i n  c o n n e c t i o n  w i t h  pre-need f u n e r a l  s e r v i c e * p l a n s  
i s  t h a t  t h e  p u r c h a s e r  can  b e a t  " t h e  h i g h  c o s t  of d y i n g n  by paying f o r  
t h e s e  s e r v i c e s  i n  advance of t h e  t ime  of need. Seven of t h e  33 
l i c e n s e e s  i n c o r p o r a t e  t h i s  approach i n  t h e i r  c o n t r a c t s  by i n c l u d i n g  a 
comparison of t h e  " v a l u e n  of t h e  s e r v i c e s  w i t h  t h e  t o t a l  c o n t r a c t  
p r i c e .  

The c o n t r a c t s  f o r  f i v e  of t h e s e  l i c e n s e e s  -- A ,  B ,  G,  H,  and 
N -- i n c l u d e  s p e c i f i c  d o l l a r  amounts f o r  b o t h  i n s t a n c e s  which i n d i c a t e  
t h a t  t h e  t o t a l  c o n t r a c t  p r i c e  i s  around 2 0  p e r  c e n t  l e s s  t h a n  t h e  
v a l u e  of t h e  s e r v i c e s  he w i l l  r e c e i v e .  The c o n t r a c t s  f o r  two l i c e n -  
c e e s  -- F and R -- i n c l u d e  a  s p e c i f i c  d o l l a r  amount f o r  t h e  v a l u e  of  
t h e  s e r v i c e s  and a b lank  s p a c e  where presumably a lower  d o l l a r  amount 
wou'ld be w r i t t e n  i n  f o r  t h e  t o t a l  c o n t r a c t  p r i c e .  

100 P e r  Cen t  of Payments i n  T r u s t .  On t h e  b a s i s  of t h e  p re -  
need f u n e r a l  s e r v i c e s  c o n t r a c t s  s u b m i t t e d ,  a l l  b u t  one -- Licensee  
P -- i n c l u d e s  a  p r o v i s i o n  t h a t  a l l  r e c e i p t s  w i l l  be p l a c e d  i n  t r u s t ,  
and t h e  name of t h e  t r u s t e e  o r  t r u s t  fund a d m i n i s t r a t o r  i s  i n c l u d e d  i n  
t h e  c o n t r a c t s  f o r  t e n  of t h e  l i c e n s e e s .  

I n  c o n t r a s t  a r e  t h e  p r o v i s i o n s  of t h e  v a u l t  o r  i n t e r m e n t  
c o n t r a c t s .  I n  f o u r  of t h e s e ,  l i s t e d  o r  r e p o r t e d  f o r  L i c e n s e e s  F, G ,  
R ,  and FF, t h e  c o n t r a c t s ' d o  n o t  c o n t a i n  p r o v i s i o n s  on p l a c i n g  t h e  
r e c e i p t s i n  t r u s t .  T h i s  c o n t r a c t  f o r  L icensee  0 p r o v i d e s  t h a t  t h e  
amount p l a c e d  i n  t r u s t  w i l l  be based upon p r e s e n t  l iwholesa le"  c o s t s  t o  
pay f o r  t h e  merchandise and s e r v i c e s .  L icensee  GG i s  b e l i e v e d  t o  have 
a c o n t r a c t  s i m i l a r  t o  t h a t  f o r  L i c e n s e e  FF, b u t  a  copy t h e r e o f  was n o t  
submi t t ed .  

I n  c o n n e c t i o n  w i t h  t h e  d i s p o s i t i o n  of t h e  r e c e i p t s  f o r  v a u l t  

o r  i n t e r m e n t  c o n t r a c t s ,  pe rhaps  of s i g n i f i c a n c e  a r e  t h e  comments of 

t h e  a t t o r n e y  f o r  L icensee  G which a r e  i n c l u d e d  i n  Tab le  I. I n  b r i e f ,  

he s u g g e s t s  t h i s  t y p e  of c o n t r a c t  must be used  by t h e  average  o r  

medium-sized f u n e r a l  home i n  o r d e r  t o  f i n a n c e  t h e  pre-need f u n e r a l  

s e r v i c e s  c o n t r a c t s .  


Income and A p p r e c i a t i o n  from T r u s t  Funds. Another  way of 
f i n a n c i n g  pre-need f u n e r a l  s e r v i c e s  c o n t r a c t s  i s  th rough  t h e  r e q u i r e -  
ment t h a t  t h e  income and a p p r e c i a t i o n  from t h e  monies p l a c e d  i n  t r u s t  
a c c r u e  t o  t h e  c o n t r a c t  s e l l e r ,  and t h e  c o n t r a c t s  f o r  more t h a n  2 0  of  
t h e  33 l i c e n s e e s  c o n t a i n  t h i s  r equ i rement .  Three  of t h e s e ,  f o r  
L i c e n s e e s  A ,  N ,  and 0, a l s o  i n c l u d e  t h e  p r o v i s i o n  t h a t  any d e p r e c i a t i o n  
i n  t h e  v a l u e  of t h e  t r u s t  w i l l  be s u s t a i n e d  by t h e  c o n t r a c t  s e l l e r .  
I n  such c o n t r a c t s  a s  t h o s e  p rov ided  by L i c e n s e e s  C, S ,  X,  BB, and DD, 
however, i n t e r e s t  a c c r u e s  t o  t h e  c o n t r a c t  p u r c h a s e r .  

Grace  P e r i o d .  Because many of t h e  pre-need f u n e r a l  s e r v i c e s  
c o n t r a c t s  p r o v i d e  f o r  payments on an i n s t a l l m e n t  b a s i s ,  t h e  accompany- 
i n g  t a b l e  i n c l u d e s  a comparison of t h e s e  p r o v i s i o n s .  F o r  t h o s e  



c o n t r a c t s  having t h i s  type  of p rov i s ion ,  t h e  u sua l  g race  per iod  i s  30 
days,  wi th  ex t ens ions  p o s s i b l e  of up t o  one yea r ,  e i t h e r  wi th  o r  with- 
ou t  a  s e r v i c e  charge of one d o l l a r  p e r  month. The c o n t r a c t s  f o r  
Licensees R and FF a l s o  provide t h a t  t h e  grace  per iod  may be extended 
f o r  more than  one y e a r  whi le  payments a r e  being made under a v a u l t  
purchase agreement. 

Severa l  of t h e  c o n t r a c t s  do n o t  provide f o r  a  g race  per iod  
s ince  payments a r e  made a t  t h e  convenience of t h e  buyer. 

When Desiqnated Mortuary Does Not Provide Se rv i ces .  I n  t h e  
event  t h e  des iqna ted  mortuary does n o t  provide t h e  f u n e r a l  s e r v i c e s ,  
we l l  over ha l f -o f  t h e  pre-need f u n e r a l  s e r v i c e s  c o n t r a c t s  provided -

t h a t  t o t a l  refunds of a l l  monies paid  s h a l l  be made. Three l i c e n s e e s  
have c o n t r a c t s  which provide f o r  p a r t i a l  re funds  i n  such c a s e s  --
Licensees G ,  J ,  and EE.  

Liquidated Damaqes. A t  l e a s t  16 of t h e  33 l i c e n s e e s  have 
pre-need f u n e r a l  s e r v i c e s  c o n t r a c t s  which provide  t h a t  l i q u i d a t e d  
damages a r e  due t h e  c o n t r a c t  s e l l e r  i n  t h e  event  t h e  c o n t r a c t  buyer 
dec ides  t o  withdraw from t h e  plan.  The amount of damages charged by 
t h e s e  l i c e n s e e s  i s  shown i n  t h e  fo l lowing  t a b u l a t i o n :  

Amount On 
Licensees:  Rate  Charqed $1,000 Con t r ac t  

A ,  D, E ,  G ,  H, K L 
M,  0, R ,  and FF Ill! 25% of c o n t r a c t  p r i c e  
B,  and J ( 2 )  2Qg of c o n t r a c t  p r i c e  

2% of monies depos i t ed  
Pena l ty  of 3 on money 

withdrawn 
EE ( 1 )  20% of 3 

I n  t h e  ca se  of t h e  v a u l t  o r  in te rment  c o n t r a c t s ,  t h e  l i q u i -  
dated damages prov is ion  i s  no t  a p p l i c a b l e  s i n c e  t h e s e  c o n t r a c t s  e i t h e r  
a r e  on t h e  b a s i s  of a promissory no te  o r  t h e  c o n t r a c t s  s t a t e  t h a t  no 
refunds s h a l l  be made i f  t h e  buyer d e f a u l t s .  

Unpaid Balance a t  Time of Death. I f  t h e r e  i s  an unpaid 
balance under t h e  pre-need f u n e r a l  s e r v i c e s  c o n t r a c t s  a t  t h e  t ime of 
dea th  of t h e  purchaser ,  s e v e r a l  of t h e  c o n t r a c t s  provide t h a t  t h i s  
balance must be paid immediately; o therwise ,  a f u l l  refund w i l l  be made 
of t h e  monies paid  i n  and t h e  l i c e n s e e  w i l l  no l onge r  have any r e s p ~ n s i -  
b i l i t y  o r  l i a b i l i t y  under t h e  c o n t r a c t .  However, under t h e  same s i t u a -
t i o n ,  i . e . ,  when t h e  balance i s  no t  pa id ,  s i x  l i c e n s e e s  have c o n t r a c t s  
s p e c i f i c a l l y  providing t h a t  on ly  p a r t i a l  re funds  s h a l l  be made --
Licensees A ,  E ,  G ,  K ,  L ,  and id. 

A t  t h e  same t ime t h e  c o n t r a c t s  of Licensees  K ,  L ,  and M, a s  

wel l  a s  Licensees B and P, provide t h a t ,  i f  v a r i o u s  c o n d i t i o n s  have 

been met, t h e  c o n t r a c t  ho lde r  w i l l  r e c e i v e  t h e  s e r v i c e s  s p e c i f i e d  i n  

t h e  event  he d i e s  before  a l l  t ime payments have been made. These con- 

d i t i o n s  inc lude  such t h i n g s  a s  age and t h a t  t h e  c o n t r a c t  ho lde r  "has  

never con t r ac t ed  nor s u f f e r e d  from cancer ,  tumors, d i a b e t e s ,  e p i l e p s y ,  

h e a r t  t r o u b l e ,  h igh blood p re s su re ,  p a r a l y s i s ,  t u b e r c u l o s i s ,  u l c e r s ,  




o r  from any o t h e r  i l l n e s s  of a s e r i o u s  n a t u r e ,  u n l e s s  proof i s  shown 
of  a complete r ecovery .  I' (Emphasis.  added. ) 

O t h e r  Comments. T a b l e  I i n c l u d e s  a column e n t i t l e d  "Other  
comments.' T h i s  column i s  i n c l u d e d  l a r g e l y  t o  r e p o r t  s p e c i a l  comments 
on d i f f e r e n t  p r o v i s i o n s  from t h e  u s u a l  c o n t r a c t s .  However, s i n c e  many 
of t h e  l i c e n s e e s  i n c l u d e d  comments when t h e y  r e p l i e d  t o  t h e  r e q u e s t  
f o r  c o p i e s  of t h e i r  c o n t r a c t s ,  t h e s e  comments have been r e p o r t e d  i n  
t h i s  column t o  supplement  t h e  i n f o r m a t i o n  i n  t h e  remainder  of t h e  
t a b l e .  

I n v e s t m e n t s  i n  Pre-need F u n e r a l  C o n t r a c t s .  More t h a n  f o u r  
m i l l i o n  d o l l a r s  were be ing  h e l d  i n  t r u s t  under  pre-need f u n e r a l  con-
t r a c t s  a s  of J u l y  1, 1964,  a c c o r d i n g  t o  t h e  annua l  r e p o r t s  f i l e d  by 
t h e  35 companies l i c e n s e d  t o  s e l l  pre-need f u n e r a l  s e r v i c e s  i n  Colorado.  
A t  l e a s t  a n o t h e r  f o u r  m i l l i o n  d o l l a r s ,  and p o s s i b l y  a s  much a s  e i g h t  
m i l l i o n  d o l l a r s ,  remains  t o  be c o l l e c t e d  on b a l a n c e s  due  under  e x l s t i n g  
c o n t r a c t s ,  making a  minimum grand  t o t a l  of from e i g h t  t o  12 m i l l i o n  
d o l l a r s  which h a s  o r  w i l l  be  i n v e s t e d  i n  pre-need s e r v i c e  c o n t r a c t s  i n  
Colorado.  F u r t h e r ,  t h i s  g rand  t o t a l  does  n o t  i n c l u d e  i n v e s t m e n t s  i n  
an'unknown number of pre-need c o n t r a c t s ,  such  a s  f o r  c a s k e t s  and 
cemetery l o t s ,  which a r e  n o t  r e p o r t e d  t o  any s t a t e  agency. 

Of t h e  f o u r  m i l l i o n  d o l l a r s  be ing  h e l d  i n  t r u s t ,  a lmos t  9 0  
p e r  c e n t ,  o r  $3,510,658,  i s  be ing  h e l d  i n  t r u s t  under  c o n t r a c t s  of 
e i g h t  of t h e  35 l i c e n s e e s ,  and one of  t h e s e  -- L i c e n s e e  A -- a c c o u n t s  
f o r  37 p e r  c e n t  of t h e  t o t a l ,  w i t h  $1,487,807 be ing  h e l d  i n  t r u s t .  I n  
c o n t r a s t ,  1 9  l i c e n s e e s  r e p o r t  l e s s  t h a n  $30,000 each  a s  be ing  h e l d  i n  
t r u s t ,  and 11 of t h e s e  have less t h a n  $10,000 a p i e c e  i n  t r u s t  funds .  
The remaining e i g h t  of t h e  35 l i c e n s e e s  e a c h  r e p o r t  between $32,000 
and $54,000 a s  b e i n g  h e l d  i n  t r u s t .  

A s  may be n o t e d  i n  T a b l e  11, t h e  35 l i c e n s e e s  have s o l d  a lmos t  
19 ,000 pre-need f u n e r a l  c o n t r a c t s .  A t  l e a s t  2,100 of t h e s e  c o n t r a c t s  
were c l a s s i f i e d  a s  be ing  p a i d  i n  f u l l ,  and t h e  bu lk  of  t h e  remaining 
c o n t r a c t s  were l i s t e d  a s  a c t i v e ,  o r  where payments were c o n t i n u i n g  t o  
be made. Seven l i c e n s e e s  i n c l u d e d  c o n t r a c t s  c l a s s i f i e d  a s  " i n a c t i v e , "  
and it may be s i g n i f i c a n t  t o  n o t e  t h a t  two of t h e s e  l i c e n s e e s  -- F and 
G -- a r e  known t o  have s e p a r a t e  v a u l t  o r  i n t e r m e n t  c o n t r a c t s ,  and i t  
a p p e a r s  l i k e l y  t h a t  some o r  a l l  of  t h e  o t h e r  f i v e  l i c e n s e e s  -- H, K ,  L, 
M, and P -- may a l s o  have s i m i l a r  s e p a r a t e  c o n t r a c t s  which t h e y  f e e l  
do n o t  come under  t h e  p r o v i s i o n s  of t h e  1 9 6 1  law.. 

T h i r t y - t h r e e  of t h e  35 l i c e n s e e s  have c o l l e c t e d  $1,178,394 on 
pre-need c o n t r a c t s  which have been p a i d  i n  f u l l ,  w i t h  d e t a i l s  n o t  be ing  
r e p o r t e d  by L i c e n s e e s  A and B. The a v e r a g e  v a l u e  of t h e s e  c o n t r a c t s  
r a n g e s  from $207 t o  $817, w i t h  $561 be ing  t h e  median v a l u e .  

I n  r e g a r d  t o  a c t i v e  c o n t r a c t s ,  f o r  t h o s e  l i c e n s e e s  r e p o r t i n g  
t h e  r e q u e s t e d  i n f o r m a t i o n ,  $920,608 has  been p a i d  i n  a s  o f  J u l y  1, 
1964, and t h e  b a l a n c e  due t o t a l s  more t h a n  $3,500,000. These  c o n t r a c t s ,  
r a n g i n g  i n  average  v a l u e  from $350 t o  61 ,180,  have a median v a l u e  of  
$628. ( ~ p p l ~ i n g  c o n t r a c t s  f o r  t h i s  median v a l u e  t o  t h e  number of 
L i c e n s e e s  A and B r e s u l t s  i n  t h e  e s t i m a t e d  a d d i t i o n a l  f o u r  m i l l i o n  d o l -  
l a r s  i n  o u t s t a n d i n g  c o l l e c t i o n s  mentioned above. ) 
































































