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HOUSE BILL No. 5834

May 7, 1998, Introduced by Reps. Varga, Alley, Brackenridge, Vaughn and Scranton and
referred to the Committee on Regulatory Affairs.

A bill to anmend 1986 PA 255, entitled
"Prepaid funeral contract funding act,"
by anendi ng sections 4, 5, 6, 8, 12, 13, 15, 18, 19, and 24 (MCL
328. 214, 328.215, 328.216, 328.218, 328.222, 328.223, 328.225,
328. 228, 328.229, and 328.234) and by adding sections 12a, 12b,
12c, 12d, 12e, and 12f.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 4. (1) "Depository" neans a state or national bank
which is a nenber of the federal deposit insurance corporation, a
state or federal savings and | oan association which is a nmenber
of the federal savings and | oan insurance corporation, or a state
or federally chartered credit union which is insured by the
national credit union adm nistration, or a trust conpany

aut hori zed to do business in this state. Depository includes the
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2
trust departnment, if any, of an entity referred to in this
subsecti on.

(2) "Escrow agent" neans a person who hol ds, invests, and
di sburses principal and income fromthe funds received under a
prepai d funeral contract.

(3) "Funds" neans all noney or other consideration actually
received froma contract buyer by a contract seller or provider
or an assignee fromthe contract buyer in connection with any
aspect of the sale of a prepaid funeral contract including
finance charges, but does not include |ate paynent penalties,

paynments required to be nmade to a governnental agency at the tine

the contract is entered into, or a comm ssion authorized by sec-
tion 12(1).
(4) "Funeral goods" neans —tters—of—rerchantise—sotd—or
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6 456-521t0 456543 of theMechrgan—Conptted—taws— ALL GOODS SOLD
7 TO THE PUBLI C BY A MORTUARY SCI ENCE LI CENSEE | NCLUDI NG CASKETS,

8 CATAFALQUES, COMVBI NATION UNI' TS, OR OTHER FUNERAL RELATED GOODS OF
9 ANY TYPE DI RECTLY OR | NDI RECTLY RELATED TO A FUNERAL AND VAULTS
10 OR OTHER QOUTSI DE CONTAI NERS OF ANY TYPE, MONUMENTS, MARKERS,

11 URNS, CASKETS, CATAFALQUES, CEMETERY MERCHANDI SE THAT MAY BE SOLD
12 BY A CEMETERY REGQ STERED UNDER THE CEMETERY REGULATI ON ACT, 1968
13 PA 251, MCL 456. 521 TO 456. 543, OR ANY OTHER GOODS DI RECTLY OR

14 | NDI RECTLY CONNECTED TO THE FI NAL DI SPOSI TI ON OF DEAD HUVAN

15 REMAI NS.

16 (5) "Funeral services" neans —serviees—custorartty—perforred
17 | . L st I

05006' 97 *



© 00 N o 0o A~ W DN P

NN N NDNNNDNRRRRR R R R R R
N o o b NP O O 0N oA WDN PP O

tdeatd—huran—rermatns— ALL SERVI CES OFFERED TO THE PUBLI C BY A MOR-
TUARY SCI ENCE LI CENSEE, | NCLUDI NG BUT NOT LIMTED TO THE CARE
OR PREPARATI ON OF DEAD HUMAN REMAI NS FOR FI NAL DI SPOSI TI ON,
EMBALM NG USE OF FACI LI TIES OR EQUI PMENT FOR VI EW NG DEAD HUMAN
REMAI NS, VI SI TATI ON, MEMORI AL SERVI CES, OR SERVI CES USED DI RECTLY
OR | NDI RECTLY | N CONNECTI ON TO A FUNERAL OR ALTERNATI VE TO A
FUNERAL AND GRAVE OPENI NGS AND CLOSI NGS, CREMATI ONS, FOUNDATI ON

| NSTALLATI ONS, FLOWNERS, TRANSPORTATI ON, AND OTHER SERVI CES

DI RECTLY OR | NDI RECTLY CONNECTED TO THE FI NAL DI SPOSI TI ON OF DEAD
HUVAN REMAI NS BY A CEMETERY REG STERED UNDER THE CEMETERY REGULA-
TION ACT, 1968 PA 251, MCL 456. 521 TO 456. 543.

(6) "CGuaranteed price contract” nmeans a prepaid funeral con-
tract under which funds received are held pursuant to an escrow
agreenent. The contract has a guaranteed fixed price for which
specified funeral goods or funeral services are required to be
sold to or nmade avail able for a contract buyer or for a contract
beneficiary, regardless of the cost or value of the funeral goods
or funeral services at the tinme of death of the contract
beneficiary. Under the guaranteed price contract additional con-
sideration shall not be charged for the originally contracted for
funeral goods and funeral services at the tinme of delivery of the
funeral goods and funeral services contracted for.

(7) "Inconme" means the noney earned by the investnent of the

principal, including, but not limted to, interest, dividends,
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5
and gains or | osses on the sale of, deposit of, or exchange of,
property using invested principal anounts.

Sec. 5. (1) "Nonguaranteed price contract” neans a prepaid
funeral contract under which funds received are held pursuant to
an escrow agreenment between a contract seller or provider and a
contract buyer —bnrtder—theterms—ofthis—contract;—acontract

" " I I heipal o
AND ARE APPLI ED the cost of the funeral goods or funeral services

—which—funeral—goods—and—+funeral—serviees— THAT nmay be sel ected
by the contract buyer at the tine the contract is signed or as
sel ected by a person legally authorized to procure funeral goods
and funeral services at the tine of death of the contract
beneficiary. —However—thts— A NONGUARANTEED PRI CE contract
—shat+— DOES not obligate the contract beneficiary's estate or
the person -who—+s— legally entitled to make funeral arrangenents
for a deceased contract beneficiary to purchase specific FUNERAL
goods and FUNERAL servi ces —which—were— sel ected before the con-
tract beneficiary's death —mnoer——shatHH—thts—<contract— AND DOES
NOT obligate either the contract beneficiary's estate or the
person —who—+s— entitled to make funeral arrangenents for a
deceased contract beneficiary to expend a specific amunt OF
MONEY on funeral goods or funeral services.

(2) "Person" means an individual, group of individuals, sole
proprietorship, partnership, association, corporation, LIMTED
LI ABI LI TY COVWANY, a governnental agency, or a conbi nation of

these |l egal entities.
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(3) BEG NNI NG THE EFFECTI VE DATE OF THE AMENDATORY ACT THAT
ADDED THI S SUBSECTI ON, " PHYSI CAL DELI VERY AND RETENTI ON' MEANS
ACTUAL CONTROL AND POSSESSI ON OF FUNERAL GOODS THAT HAVE BEEN
PERVMANENTLY RELI NQUI SHED BY A CONTRACT SELLER OR A PROVI DER, OR
THE AGENT OF ElI THER, TO THE CONTRACT BUYER OR THE CONTRACT
BENEFI Cl ARY. PHYSI CAL DELI VERY AND RETENTI ON DCOES NOT OCCUR | F
THE CONTRACT SELLER OR PROVI DER TAKES ElI THER OF THE FOLLOW NG
ACTI ONS:

(A) ARRANGES OR | NDUCES THE BUYER TO ARRANGE FOR THE STORAGE
OR WAREHOUSI NG OF FUNERAL GOODS ORDERED PURSUANT TO A PREPAI D
FUNERAL CONTRACT, W TH OR W THOUT EVI DENCE THAT LEGAL TI TLE HAS
PASSED.

(B) ACQUI RES OR REACQUI RES ACTUAL OR CONSTRUCTI VE POSSESSI ON
OR CONTROL OF FUNERAL GOODS AFTER THEIR I NI TI AL DELI VERY TO THE
CONTRACT BUYER OR CONTRACT BENEFI CI ARY.

(4) —|3)— "Prepaid funeral contract" neans a contract
requi ring paynent in advance for funeral services or for funeral
goods, physical delivery and retention of which would occur after
deat h OF A CONTRACT BENEFI Cl ARY under a guaranteed price contract
or a nonguaranteed price contract. —Prepatrd— A PREPAID funeral
—eontracts—shal— CONTRACT DCES not include a contract for the

sal e of funeral goods or funeral services —whieh—+5— entered into

after the death of the —person—+tor—whose benref+t—thegoods—or

servieces—are—acgutred— CONTRACT BENEFI Cl ARY. BEG NNI NG THE
EFFECTI VE DATE OF THE AMENDATORY ACT THAT ADDED THI S SUBSECTI ON,

PREPAI D FUNERAL CONTRACT | NCLUDES A CONTRACT WHERE PHYSI CAL
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7
DELI VERY AND RETENTI ON OF THE FUNERAL GOODS HAS NOT' BEEN MADE
BEFORE THE DEATH OF THE CONTRACT BENEFI Cl ARY.

(5 —|4)— "Principal"” neans the noney, finance charges, or
ot her consideration actually deposited in the escrow accounts
requi red by section 12.

(6) 50— "Provider" nmeans any person who furnishes or
agrees to furnish funeral goods or funeral services pursuant to a
prepaid funeral contract, whether or not that person is the con-
tract seller. In the case of funeral goods, provider —shatt
reaf— MEANS t he person who arranges for delivery of the funeral
goods at the tinme of the death of the contract beneficiary —ang—
BUT DOES not | NCLUDE the manufacturer of the FUNERAL goods. In
the case of funeral services, provider —shaH—sean— MEANS a
person |icensed pursuant to section 1806(3) of the occupati onal
code, —Aect—No—299—ofthePubl+eActs—of—19806,—betngseetion

339-1866(3)—of—theMechigan—Conmptted—taws— 1980 PA 299, MCL
339. 1806.

(7) —€6)— "Registrant” neans a person who has registered
wi th the departnent pursuant to section 6.

Sec. 6. (1) A person shall not sell, provide, or agree to
provi de funeral goods or funeral services pursuant to a prepaid
funeral contract unless that person IS OF GOOD MORAL CHARACTER AS
DEFI NED AND DETERM NED UNDER 1974 PA 381, MCL 338.41 TO 338. 47,
is registered with the departnent as provided in this section,
and has received a certificate of registration. TH S SUBSECTI ON
DOES NOI' REQUI RE REGA STRATI ON UNDER THI S ACT OF A PERSON SELLI NG
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8
ONLY PREPAI D CEMETERY CONTRACTS AND REG STERED UNDER THE CEMETERY
REGULATI ON ACT, 1968 PA 251, MCL 456.521 TO 456. 535.

(2) A person desiring to receive a certificate of registra-
tion under this section shall -—mrake—appteatioen— APPLY upon forns
provi ded by the departnent and pay an application fee of
$120.00. The original registration nmay be renewed. A certifica-
tion of registration —shat+—be— IS valid for 3 years fromthe
date of its issuance. An application formfor original registra-
tion or renewal shall contain the foll ow ng:

(a) The nane and busi ness address of the entity
regi stering.

(b) The nanes and addresses of persons owni ng 10% or nore
interest in the entity applying for registration.

(c) The business address where books and records pertaining
to prepaid funeral contracts shall be maintained for inspection
by the departnent.

(d) Alist of the nanmes and addresses of any escrow agents
in which funds have been or wll be deposited by the registrant
which after registration shall be constantly updated. The regis-
trant shall informthe departnment of any change in this |ist
wi thin 30 days of the change by adding to the |list the nane and
address of any new escrow agent or by deleting fromthe |ist an
escrow agent whose services are no |onger being used by the
registrant.

(e) A | F APPLI CABLE, A statenent made under oath that the

regi strant has an agreenment with each escrow agent with which it
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9
has deposited funds which conplies with the requirenents of
section 7.

(3) The departnent shall renew the registration of a person
who applies for renewal upon a form provided by the departnent
and pays an application fee of $30.00 provided that the person
has submtted the sworn statenent as required by —this—seection—
SUBSECTION (2)(E) and the special report or sworn statenent as
required by section 8 at |east 60 days —prt+or—to6— BEFORE t he
expiration date printed on the certificate of registration. The
certificate of registration of a person who fails to file the
sworn statenment or special report required by —thts—seet+on—sha
expt+e— SUBSECTION (2) (E) EXPIRES on the date printed on the cer-
tificate of registration. A registrant may reinstate the regis-
tration within 60 days of its expiration by submtting the sworn
statenent or special report and paying a fee of $120.00.

(4) The departnment nmay deny the registration of a person if
it determ nes THAT any of the foll ow ng OCCURRED:

(a) —Fhat—the— THE person was previously LI CENSED OR regi s-
tered with the departnment UNDER THI S ACT, THE CEMETERY REGULATI ON
ACT, 1968 PA 251, MCL 456.521 TO 456.535, OR ARTICLE 18 OF THE
OCCUPATI ONAL CCDE, 1980 PA 299, MCL 339.1801 TO 339.1811, and
that LICENSE OR registration was revoked or suspended within 2
years —pr+or—to6— BEFORE the date of the current application for
registration I F THAT PERSON | S CURRENTLY EMPLOYED BY THE SAME
REG STRANT OR LI CENSEE. @ THE DEPARTMENT SHALL MAKE A SPECI FI C
DETERM NATI ON FOR EACH DENI AL UNDER THI S SUBDI VI SI ON
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(b) —Fhat—the— THE person was or is presently an owner with
a substantial interest in the entity, partner, or enployee of a
person whose LI CENSE OR registration was revoked or suspended
UNDER THI S ACT, THE CEMETERY REGULATI ON ACT, 1968 PA 251, MCL
456. 521 TO 456. 535, OR ARTICLE 18 OF THE OCCUPATI ONAL CODE, 1980
PA 299, MCL 339.1801 TO 339.1811, within 2 years —pt+oer—to—
BEFORE the date of the current application for registration and
t he person engaged, —o+— participated in, or authorized the m s-
conduct which was the basis for the revocation or suspension.

(5) —-Anr—appHecant—who—registers—wth—the— THE depart nent

shal | not —+reecetve— |SSUE a certificate of registration —untess
the—appH-ecant—econpti+es— TO AN APPLI CANT NOT | N COVPLI ANCE with
the conditions in this section.

(6) A person —who—+s— denied registration by the departnent
pursuant to this section may —petit+on— REQUEST t he depart nent
for reconsideration. A person seeking reconsideration —shatH—be—
IS entitled to a hearing conducted in conpliance with the adm n-
istrative procedures act of 1969, —-Act—No—306—o6f—thePublie-~Aets

avade In o ala o O 1N Vi ) P /] O P N o \ a O -

taws— 1969 PA 306, MCL 24.201 TO 24. 328.

Sec. 8. (1) Aregistrant shall keep, in this state, accu-
rate accounts, books, and records of all transactions and
accounts reqgulated by this act. Records shall include copies of
all prepaid funeral contracts, the dates and anounts of paynents
made and accepted under these contracts, the name and address of
each contract buyer, the nanme and address of the contract

beneficiaries, the nanme and address of each escrow agent, and any
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other records as the departnent may require to enable it to
determ ne whether the registrant is conplying with the require-
ments of this act. NOTI LATER THAN 6 MONTHS AFTER THE EFFECTI VE
DATE OF THE AMENDATORY ACT THAT AMENDED THI S SUBSECTI ON, THE
DEPARTMENT SHALL PROMULGATE RULES TO REQUI RE RECORD KEEPI NG AND
REPORTI NG SI M LAR TO THAT REQUI RED FOR CEMETERI ES REGULATED BY
THE DEPARTMENT. Records shall be kept for at |east 36 nonths
after performance of all obligations of each prepaid funeral con-
tract or after the filing of the final special report which
i ncl udes a contract which has been perforned.

(2) —At—teast—onrce—every—3—years,— ANNUALLY a regi strant
whi ch serves as an escrow agent or which has deposited funds with
an escrow agent pursuant to section 12 shall secure a speci al
ATTESTATI ON report —of—++mted—+eview prepared by a |licensed
i ndependent certified public accountant pertaining to prepaid
funeral contract funds. The special report shall be on forns
provi ded by the departnment or in any other format considered
appropriate by the i ndependent certified public accountant AND
THE DEPARTMENT. The special report shall be prepared —antd— BY A
M CHI GAN LI CENSED CERTI FI ED PUBLI C ACCOUNTANT, dated within 90
days before the expiration of the registrant's certificate of
regi stration, and shall be furnished to the departnent with the
registrant's application for renewal or, if an application for
renewal is not filed, before the expiration of the certificate of
regi stration. —tnApreparingthe—spectal—report—thetndependent
cert+fed—pubHec—aceountant—shalHt—not—berequiredtoreviewatt
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report of the independent certified public accountant shall pro-

vide the foll ow ng assurances:

(a) That, based either upon a review of the registrant's
agreenents with escrow agents or depositories which limt invest-
ments of the escrow funds by the escrow agents or depositories to
those investnments permtted by this act, or upon a review of the
i nvestnments of the escrow accounts, the investnent requirenents
of section 12(4) have been conplied wth.

(b) I'n the case of escrow accounts where the registrant
serves as the escrow agent, that wthdrawals, as detailed in the
periodic statenents of the depositories in which the escrow
accounts are mai ntai ned, have been made in accordance with this
act .

(c) That no matters have cone to the attention of the inde-
pendent certified public accountant during the review of escrow
account investnents and wthdrawal s that gave cause to believe
that the registrant has not conplied with this act, or if any
matters have conme to his or her attention, the independent certi-
fied public accountant shall include an explanation of the mat-
ters which caused the belief that the registrant has not conplied
with this act.

(3) A REA STRANT SHALL MAI NTAIN A LI ST OF ALL FUTURE PER-
FORMANCE OBLI GATIONS. THI S LI ST WLL BE CURRENT AT ALL TI MES AND
SHALL | NCLUDE:
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(A) COMPLETE DESCRI PTI ON OF THE FUTURE PERFORMANCE
OBLI GATI ONS | NVOLVED. THESE OBLI GATI ONS SHALL SECGREGATE VAULTS,
MEMORI ALS, SERVI CES BY TYPE, AND CASKETS BY MODEL. THE LI ST
SHALL BE TOTALED BY | TEM TYPE AND MODEL.

(B) TOTAL COST OF FULL PERFORVMANCE OF ALL OBLI GATI ONS AS OF
THE DATE OF STATEMENT.

(C COWPLETE | NFORMATI ON ON THE MEANS, PROVI SI ON, TRUST, OR
OTHER VEHI CLE WHI CH W LL ASSURE FULFI LLMENT OF ALL OBLI GATI ONS,
STATI NG LEDGER AND MARKET VALUES OF THE VEH CLE, I TS LOCATI ON,
NATURE OF | NVESTMENTS, AND TRUSTEES | NCLUDI NG FEES PAID TO
TRUSTEES.

(4) —|3)— The departnment nay exam ne each special report
required by this section and if the departnent determ nes on the
basis of its reviewthat the registrant or its agent has not held
or invested funds in accordance with the requirenents of this act
or has failed to file a special report as required, the depart-
ment shall take any appropriate corrective or penal action autho-
rized by this act.

(5 —|4)— The departnment nay exam ne, review, or audit the
books and records of a contract seller or provider pertaining to
funds received in paynment for prepaid funeral contracts AND ALLOW
THE DEPARTMENT TO MAKE COPI ES OF THOSE RECORDS. An audit may
i ncl ude an exam nation of the books and financial records of the
regi strant as well as books and financial records of escrow
agents used by the registrant. A registrant shall authorize
escrow agents to open their records of the registrant accounts to
t he departnent upon request AND TO ALLOW THE COPYI NG OF RELEVANT
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RECORDS. THE DEPARTMENT MAY REQUEST THE ADVI CE AND Al D OF THE
FI NANCI AL | NSTI TUTI ONS BUREAU | N CARRYI NG OQUT THE AUDI T AND
| NVESTI GATI ON FUNCTI ON UNDER THI S ACT.

(6) —5)— For the purposes of conplying with the require-
ments of this section, a registrant who has not sold, provided,
or agreed to provide funeral goods or funeral services in accord-
ance with a prepaid funeral contract and who has no obligations
Wi th respect to an outstandi ng prepaid funeral contract may
submt a sworn statenment that a prepaid funeral contract has not
been sold, provided, or agreed to and there are no obligations
out standing. THE STATEMENT SHALL BE ACCOVPANI ED BY A LETTER FROM
A CERTI FI ED PUBLI C ACCOUNTANT STATI NG THAT NO PREPAI D FUNERAL
CONTRACTS WERE SOLD BASED UPON A REVI EW OF THE REGQ STRANT' S BUSI -
NESS RECORDS. This statenent shall be accepted in lieu of the
speci al report.

(7) THE DEPARTMENT MAY PROVIDE A FORM FOR A COVBI NED REPORT
REGARDI NG A REG STRANT THAT ALSO OMNS AN | NTEREST | N A CEMETERY
REGULATED UNDER THE CEMETERY REGULATI ON ACT, 1968 PA 251,

MCL 456. 521 TO 456. 543.
Sec. 12. (1) —-AH—funds— SUBJECT TO SECTI ON 12A, FUNDS

received in connection with a prepaid funeral contract shall be

held in escrow by an escrow agent for the benefit of the —persoen
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BENEFI Cl ARY. |If the contract price is paid in installnents, the
conmmi ssion retained by the contract seller or the provider shal
not exceed the rate of the conm ssion charged in the contract. A
contract buyer upon cancellation —shatH—be— IS entitled to a
refund as provided in section 13(1).

(2) Only the follow ng persons nmay serve as the escrow agent
of FUNDS CF A prepaid funeral —funrds— CONTRACT

(A) I'f the —prepared— PREPAID funeral contract is a nonguar-
anteed price contract, the contract seller or provider of that
nonguar anteed price contract. ——or—+f—

(B) INthe case of either a guaranteed or nonguarant eed
price contract, a state or national bank, a state or federal sav-
ings and | oan association, a state or federally chartered credit
union, a trust conpany, —e6f— a Mchigan nonprofit corporation in
which the majority interest is held by —256— 100 or nore funeral
establishnents |icensed pursuant to —seet+ens—1861+t+o0—1812—

ARTI CLE 18 of the occupational code, —Acet—No—299—-ofthePubtiec

: e . . . . oy ehi
Conpted—taws— 1980 PA 299, MCL 339. 1801 TO 339.1811, or a
M chi gan nonprofit corporation in which the majority interest is
hel d by —256— 25 or nore ceneteries |icensed and operated pursu-
ant to the cenetery regul ation act, —Act—No—251tof—thePubtte

: e . . . . oy ki
Conptted—taws— 1968 PA 251, MCL 456. 521 TO 456.543. —+i—the——pre—

ot I . I . .
" I " e I

agent .
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(3) If the escrow agent is not the contract seller or
provi der, —-ef—anenguaranteed—priee—contracts— the escrow agent
shall be selected as foll ows:

(a) If the contract is a nonguaranteed price contract, the
escrow agent nmay be selected by either the contract seller or the
provi der.

(b) If the contract is a guaranteed price contract, the
escrow agent shall be selected by the provider who has been des-
ignated to furnish the funeral goods or funeral services.

(4) If the escrow agent is a person other than the —person
to—whomthe—funds—have—been—pardby—the—<contract—buyer— CONTRACT
SELLER OR PROVI DER, the funds shall be deposited with the escrow
agent —wthin—30—days—after—therecetpt— by the person to whom
the funds are paid NOT LATER THAN THE MONTH FOLLOW NG THEI R
RECEI PT.

(5) Funds held by an escrow agent shall be held and invested
only as specified in the prepaid contract. A prepaid contract
may aut horize investnents only as foll ows:

(a) If the contract is a nonguaranteed price contract, the
funds shall be invested in 1 or nore federally insured
i nterest-bearing accounts in a depository.

(b) If the contract is a guaranteed price contract, the
principal and incone nmay be invested only in accordance with —Aet
No—t+F+of —thePubHetAets—of 193+ —betnrg—secttons—555-261+to
555—263—of—the—M-chi-gan—Corpi+ed—taws— 1937 PA 177, MCL 555. 201
TO 555. 203, except that funds shall not be invested in a conpany

owned or operated by a contract seller or provider or their
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aut hori zed agents —— or in loans to any person directly
connected with or enployed by a contract seller or provider or
their authorized agents.

(6) I'ncome shall be held and invested by the escrow agent in
t he sane manner as the principal except that the inconme may be
utilized to pay reasonabl e fees and expenses of the escrow agent
in addition to other costs specifically authorized by this act.
The expenses and fees paid to the escrow agent shall not exceed
1% of the aggregate bal ance of principal and prior earned incone
from each account annually. |If a fee is charged for reasonabl e
expenses for the adm nistration costs under an escrow agreenent,
the anbunt nay be paid to the escrow agent periodically or nay be
accunul ated in the account and paid at the tine of death or upon
cancel l ati on of the contract.

(7) Ampbunts of principal and incone held by an escrow agent
other than the contract seller or provider of a nonguaranteed
price contract may be comm ngled with principal and incone
derived fromother prepaid funeral accounts. However, a separate
accounting of principal and incone shall be maintained for each
prepai d funeral contract under the nanme of the contract
beneficiary.

(8) The contract —buyer— SELLER shall —be—sent— SEND TO THE
CONTRACT BUYER a notice stating the date, anobunt of the deposit,
and the nane of the escrow agent with whomthe funds are
deposi t ed.

(9) Upon the death of the contract beneficiary and upon

performance by the provider of its obligation to furnish funeral
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goods and funeral services pursuant to the prepaid funeral
contract, funds held by the escrow agent shall be disbursed as
fol |l ows:

(a) If the prepaid funeral contract is a nonguaranteed price
contract, the principal and incone shall first be disbursed by
the escrow agent to the provider of the funeral goods or funeral
services in paynent of all reasonable charges. Thereafter, not
| ess than 90% of the remaining bal ance of principal and incone,
if any, shall be disbursed to the person, other than the provider
or the contract seller, designated in the contract or authorized
by law to receive the surplus, and the remainder, if any, shal
be disbursed to the provider as final conpensation for its
services. The anount paid to the person entitled to receive the
surplus shall be as follows:

(1) I'f no comm ssion has been charged pursuant to this sec-
tion, at |least 90% of the remaining bal ance of principal and
income in the escrow account.

(mm) If a commssion of 5%or |less of the contract price has
been charged, at |east 95% of the remaining principal and i ncome
in the escrow account.

(mim) If a comm ssion of greater than 5% of the contract
pri ce has been charged, 100% of the remaining principal and
income in the escrow account.

(b) If the prepaid funeral contract is a guaranteed price
contract, the principal and incone held by the escrow agent shal

be disbursed to the provider, its designee, or its successor.
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(c) If the escrow agent is notified that there is a dispute
as to whether the provider has perfornmed all its obligations
under the prepaid funeral contract, the escrow agent shall file
an action for interpleader or shall obtain an inpartial arbitra-
tor to determne the rights of the parties. Expenses of arbitra-
tion shall be shared equally by the parties unless otherw se
ordered by the arbitrator.

(10) A Mchigan nonprofit corporation in which the majority
interest is held by —256— 100 or nore funeral establishnments or
by —256— 25 or nore ceneteries may be designated as the escrow
agent only if the contract buyer has expressly authorized such
designation in witing. |If the contract buyer authorizes the
appoi nt nent as escrow agent of any such nonprofit corporation in
the prepaid funeral contract, the authorization shall be set
forth in a separate paragraph which shall not be effective unless
separately signed or initialed by a contract buyer and which
shall state that the buyer may elect to require that a state or
nati onal bank, or state or federal savings and | oan association,
a state or federally chartered credit union, or a trust conpany
be designated as the escrow agent.

(11) If a prepaid contract is cancel ed, the escrow agent
shal | disburse the principal and incone in accordance with sec-
tion 13.

(12) At least annually, unless waived in witing by a con-
tract buyer, a contract buyer shall be furnished a statenent
i ndi cating the current bal ance, the incone earned since the |ast

statenent, the fees or expenses charged since the | ast statenent,
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and the nane and address of the person from whom additi onal
informati on may be obtained relative to the account. The cost of
the statenent required by this subsection may be paid fromthe
incone and may be in addition to any other fee or charge autho-
rized by this act.

SEC. 12A. (1) A REGQ STRANT RECEI VI NG FUNDS FROM A CONTRACT
SELLER ACTI NG ON THE BEHALF OR AT THE DI RECTI ON OF A REG STRANT
SHALL DEPOSI T | NTO AN ESCROW ACCOUNT 70% OF THE RETAI L COST OF
ALL PRENEED FUNERAL SERVI CES AND 70% OF THE RETAIL COST OF ALL
PRENEED FUNERAL GOCDS. A CONTRACT SELLER MAY ALSO CHARGE A
PRE- ARRANGEMENT FEE NOT TO EXCEED 10% OF THE RETAIL COST OF ALL
PRENEED FUNERAL GOODS AND FUNERAL SERVI CES.

(2) NOTW THSTANDI NG SUBSECTI ON (1), | NSCRI BED MARKERS MAY BE
STORED UNTIL THE TI ME OF NEED SO LONG AS THEY ARE | NSURED I N AN
AMOUNT | N EXCESS OF THEI R TOTAL REPLACEMENT COST. THE REGQ STRANT
SHALL ANNUALLY FILE WTH THE DEPARTMENT A CURRENT CERTI FI CATE OF
| NSURANCE COVERAGE.

SEC. 12B. (1) A FUNERAL ESTABLI SHVENT THAT MAI NTAI NS AN
ESCROW ACCOUNT SHALL PROVI DE A REPORT PREPARED BY A CERTI FI ED
PUBLI C ACCOUNTANT FOR EACH FUND OR ACCOUNT WHI CH SHALL COVER THE
| MMEDI ATELY PRECEDI NG 3 CALENDAR YEARS. THE REPORT SHALL BE ON
FORMS PROVI DED BY THE DEPARTMENT OR | N ANY OTHER FORMAT CONSI D-
ERED APPROPRI ATE BY THE CERTI FI ED PUBLI C ACCOUNTANT AND APPROVED
BY THE DEPARTMENT. THE CERTI FI ED PUBLI C ACCOUNTANT | S REQUI RED
TO UTI LI ZE GENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES. THE REPORT
SHALL PROVI DE A DETERM NATI ON OF WHETHER THE FUNERAL

05006' 97 *



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b~ NP O O 0N oA WDN PP O

21
ESTABLI SHVENT HAS APPARENTLY COMVPLI ED W TH ALL OF THE FOLLOW NG
AND SHALL | NDI CATE AREAS OF NONCOWPLI ANCE, | F APPLI CABLE:

(A) THE DEPCSI T REQUI REMENTS.

(B) THE | NVESTMENT REQUI REMENTS.

(C) THE W THDRAWAL PROCEDURES AND REQUI REMENTS.

(D) OTHER REQUI REMENTS OF THI'S ACT OR OTHER ACTS W THI N THE
KNOALEDGE OF THE CERTI FI ED PUBLI C ACCOUNTANT AND READI LY APPARENT
FROM REVI EW OF THE RECORDS AND | NFORVATI ON USED TO COWPI LE THE
REPORT.

(2) THE DEPARTMENT SHALL EXAM NE EACH REPORT REQUI RED BY
TH S SECTI ON AND | F THE DEPARTMENT DETERM NES FROM THAT EXAM NA-
TI ON THAT THE FUNERAL ESTABLI SHVENT HAS NOT DEPOSI TED, | NVESTED,
OR W THDRAWN FUNDS | N ACCORDANCE W TH THI' S OR OTHER ACTS OR HAS
FAI LED TO FI LE A REPORT COWPLYI NG W TH THE REQUI REMENTS OF THI' S
ACT, THE DEPARTMENT SHALL TAKE ANY APPROPRI ATE ACTI ON AUTHORI ZED
BY SECTI ON 24.

SEC. 12C. A REG STRANT WHO DEPCSI TS FUNDS W TH AN ESCROW
AGENT UNDER THI' S ACT SHALL HAVE | N EFFECT AT ALL TIMES AN AGREE-
MENT UNDER WH CH THE ESCROW AGENT HAS, UNDER THE FOLLOW NG Cl R-
CUVBTANCES, AGREED TO ALLOW | NSPECTI ON AND COPYI NG OF RECORDS
MAI NTAI NED BY | T PERTAI NI NG TO FUNDS HELD OR MANAGED BY I T:

(A) UPON THE REQUEST BY THE DEPARTMENT, TO | NSPECT OR COPY
RECORDS PERTAI NI NG TO ANY OR ALL FUNDS HELD OR MANAGED BY THE
ESCROW AGENT.

(B) UPON THE REQUEST OF THE REG STRANT OR | TS AGENT, TO
| NSPECT OR COPY RECORDS PERTAI NI NG TO ANY OR ALL FUNDS DEPOSI TED
BY THE REG STRANT W TH THE ESCROW AGENT.
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(© UPON THE REQUEST OF A CONTRACT BUYER OR A CONTRACT
BENEFI Cl ARY TO | NSPECT OR COPY RECORDS PERTAI NI NG TO FUNDS HELD
OR MANAGED BY THE ESCROW AGENT PURSUANT TO A CONTRACT TO WHI CH
THE CONTRACT BUYER IS A PARTY OR FOR WHOSE BENEFI T | T WAS ENTERED
| NTO

(D) UPON ORDER OF A COURT OF COVPETENT JURI SDI CTI ON.

SEC. 12D. (1) A REG STRANT SHALL KEEP, IN TH S STATE, ACCU-
RATE ACCOUNTS, BOOKS, AND RECORDS OF ALL TRANSACTI ONS AND
ACCOUNTS REGULATED BY THI S ACT. RECCRDS | NCLUDE COPI ES OF ALL
CONTRACTS, THE DATES AND AMOUNTS OF PAYMENTS MADE AND ACCEPTED
UNDER THESE CONTRACTS, THE NAME AND ADDRESS OF EACH CONTRACT
BUYER, THE NAME AND ADDRESS OF THE CONTRACT BENEFI Cl ARI ES, THE
NAVE AND ADDRESS OF EACH ESCROW AGENT, AND ANY OTHER RECORDS AS
THE DEPARTMENT MAY REQUI RE TO ENABLE | T TO DETERM NE WHETHER THE
REG STRANT IS COVPLYI NG W TH THE REQUI REMENTS OF THI S ACT. THE
REG STRANT SHALL KEEP RECORDS FOR AT LEAST 36 MONTHS AFTER PER-
FORVANCE OF ALL OBLI GATI ONS OF EACH CONTRACT OR AFTER THE FI LI NG
OF THE FI NAL SPECI AL REPCORT WH CH | NCLUDES A CONTRACT WHI CH HAS
BEEN PERFORVMED.

(2) EVERY TH RD YEAR, A REG STRANT WHI CH SERVES AS AN ESCROW
AGENT OR WH CH HAS DEPOSI TED FUNDS W TH AN ESCROW AGENT SHALL
SECURE A SPECI AL REPORT COF LI M TED REVI EW PREPARED BY A LI CENSED
| NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANT PERTAI NI NG TO FUNDS. THE
SPECI AL REPORT SHALL BE ON FORMS PROVI DED BY THE DEPARTMENT OR IN
ANY OTHER FORVAT CONSI DERED APPROPRI ATE BY THE | NDEPENDENT CERTI -
FI ED PUBLI C ACCOUNTANT AND APPROVED BY THE DEPARTMENT. THE
SPECI AL REPORT SHALL BE PREPARED AND DATED W THI N 90 DAYS BEFCRE
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THE EXPI RATI ON OF THE REQ STRANT' S CERTI FI CATE OF REG STRATI ON
AND SHALL BE FURNI SHED TO THE DEPARTMENT W TH THE REG STRANT' S
APPLI CATI ON FOR RENEWAL OR, | F AN APPLI CATI ON FOR RENEWAL | S NOT
FI LED, BEFORE THE EXPI RATI ON OF THE CERTI FI CATE OF REG STRATI O\.
| N PREPARI NG THE SPECI AL REPORT, THE | NDEPENDENT CERTI FI ED PUBLI C
ACCOUNTANT |'S NOT REQUI RED TO REVI EW ALL CONTRACTS, TRUST AGREE-
MENTS, TRUST ACCOUNTS, OR RECORDS OF THE REG STRANT AND THE | NDE-
PENDENT CERTI FI ED PUBLI C ACCOUNTANT | S NOT REQUI RED TO REVI EW ANY
RECEI PTS OR DEPCSI TS BY THE REG STRANT OF CONTRACT FUNDS. THE
SPECI AL REPORT OF THE | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANT
SHALL PROVI DE THE FOLLOW NG ASSURANCES:

(A) BASED EI THER UPON A REVI EW OF THE REG STRANT' S AGREEMENT
W TH ESCROW AGENTS OR DEPCSI TORIES WHICH LIM T | NVESTMENTS OF THE
FUNDS BY THE ESCROW AGENTS OR DEPOSI TORI ES TO THOSE | NVESTMENTS
PERM TTED BY THI S ACT, OR UPON A REVI EW OF THE | NVESTMENTS OF THE
ESCROW ACCOUNTS, THAT THE REG STRANT HAS COWPLI ED W TH THE
| NVESTMENT REQUI REMENTS OF THI S ACT.

(B) IN THE CASE OF ESCROW ACCOUNTS WHERE THE REG STRANT
SERVES AS THE ESCROW AGENT, THAT W THDRAWALS, AS DETAILED IN THE
PERI ODI C STATEMENTS OF THE DEPGCSI TORI ES | N VWH CH THE ESCROW
ACCOUNTS ARE MNAI NTAI NED, HAVE BEEN MADE | N COMPLI ANCE WTH THI' S
ACT.

(© MATTERS HAVE NOT COVE TO THE ATTENTI ON OF THE | NDEPEN-
DENT CERTI FI ED PUBLI C ACCOUNTANT DURI NG THE REVI EW OF ESCROW
ACCOUNT | NVESTMENTS AND W THDRAWALS THAT GAVE CAUSE TO BELI EVE
THAT THE REGQ STRANT HAS NOT COVPLIED WTH THI' S ACT. | F ANY
MATTERS HAVE COME TO H' S OR HER ATTENTI ON, THE | NDEPENDENT
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CERTI FI ED PUBLI C ACCOUNTANT SHALL | NCLUDE AN EXPLANATI ON OF THE
MATTERS WHI CH CAUSED THE BELI EF THAT THE REG STRANT HAS NOT COM
PLIED WTH TH S ACT.

(3) THE DEPARTMENT MAY EXAM NE EACH SPECI AL REPORT REQUI RED
BY THI S SECTI ON AND | F THE DEPARTMENT DETERM NES ON THE BASI S OF
| TS REVI EW THAT THE REG STRANT OR | TS AGENT HAS NOT HELD OR
| NVESTED FUNDS | N COMPLI ANCE W TH THE REQUI REMENTS OF THI S ACT OR
HAS FAI LED TO FILE A SPECI AL REPORT AS REQUI RED, THE DEPARTMENT
SHALL TAKE ANY APPROPRI ATE CORRECTI VE OR PENAL ACTI ON AUTHORI ZED
BY THI S ACT.

(4) THE DEPARTMENT MAY EXAM NE, REVI EW OR AUDI T THE BOOKS
AND RECORDS OF A CONTRACT SELLER OR PROVI DER PERTAI NI NG TO FUNDS
RECEI VED | N PAYMENT FOR CONTRACTS. AN AUDI T MAY | NCLUDE AN EXAM
| NATI ON OF THE BOOKS AND FI NANCI AL RECORDS OF THE REG STRANT AS
WELL AS BOOKS AND FI NANCI AL RECORDS OF ESCROW AGENTS USED BY THE
REG STRANT. A REG STRANT SHALL AUTHORI ZE ESCROW AGENTS TO OPEN
THEI R RECORDS OF THE REG STRANT ACCOUNTS TO THE DEPARTMVENT UPON
REQUEST.

(5) FOR THE PURPOSES OF COWPLYI NG W TH THE REQUI REMENTS OF
TH S SECTI ON, A REG STRANT WHO HAS NOT SOLD, PROVI DED, OR AGREED
TO PROVI DE FUNERAL MERCHANDI SE OR FUNERAL SERVI CES | N ACCORDANCE
W TH A CONTRACT AND WHO HAS NO OBLI GATI ONS W TH RESPECT TO AN
OUTSTANDI NG CONTRACT MAY SUBM T A SWORN STATEMENT ACCOVPANI ED BY
A LETTER FROM A M CHI GAN- LI CENSED CERTI FI ED PUBLI C ACCOUNTANT
THAT NO FUNERAL MERCHANDI SE OR FUNERAL SERVI CES WERE SOLD OR PRO-
VI DED BASED UPON A REVI EW OF THE REG STRANT' S BUSI NESS RECORDS
THAT A CONTRACT HAS NOT BEEN SOLD, PROVI DED, OR AGREED TO AND
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THERE ARE NO OBLI GATI ONS OQUTSTANDI NG,  THE DEPARTMENT SHALL
ACCEPT THI S STATEMENT IN LI EU OF THE SPECI AL REPORT.

SEC. 12E. A REQ STRANT WHO DI SCONTI NUES | TS BUSI NESS OPERA-
TIONS SHALL NOTI FY THE DEPARTMENT AND THE CONTRACT BUYER OF EACH
EXI STI NG CONTRACT AND SHALL PROVI DE WRI TTEN DOCUMENTATI ON THAT I T
HAS ARRANGED FOR AN ASSI GNVENT OF THESE CONTRACTS TO ANOTHER PRO
VI DER WHO SATI SFI ES THE REQUI REMENTS OF SECTI ON 12B

SEC. 12F. A CONTRACT SHALL DESI GNATE A PROVI DER WHO HAS
AGREED TO FURNI SH THE FUNERAL GOODS OR FUNERAL SERVI CES SPECI FI ED
I N THE CONTRACT UPON THE DEATH OF THE CONTRACT BENEFI Cl ARY. |IF
THE PROVI DER DESI GNATED | S NOT' THE CONTRACT SELLER OF THE CON-
TRACT, THE PROVI DER SHALL HAVE PREVI QUSLY CONTRACTED W TH THE
CONTRACT SELLER TO PROVI DE THE GOODS AND SERVI CES SPECI FI ED | N
THE CONTRACT AND THE CONTRACT SHALL | NDI CATE THI S CONTRACTUAL
RELATI ONSHI P OR THE PROVI DER SHALL BE MADE A PARTY TO THE CON-
TRACT BEFORE ANY CONSI DERATI ON I'S PAI D AND THE CONTRACT IS NOT
Bl NDI NG ON THE CONTRACT BUYER UNTI L THE PROVI DER HAS BEEN MADE A
PARTY TO THE CONTRACT.

Sec. 13. (1) A contract buyer may cancel a prepaid funeral
contract before the death of the contract beneficiary upon —36
tays— prior witten notice to the contract seller of a nonguar-
anteed price contract or to the provider designated to furnish
funeral goods or funeral services pursuant to a guaranteed price
contract. The contract seller or provider shall pronptly notify
the escrow agent of the cancellation and of its effective date,
if the escrow agent is other than the contract seller or the

provider. After receipt of the notice of cancellation, the
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escrow agent shall disburse principal —antd+tneore—+n—the—escrow
accouht— to the contract buyer pursuant to this subsection and
shal | di sburse the remai nder of the principal and incone, if any,
to the contract seller or the provider. The anmounts disbursed to
the contract buyer shall be 100% OF THE CONTRACT PRI CE PAID TO
THE PROVI DER. —determned—as—fotHows:-

(2) A contract seller of a nonguaranteed price contract or a

provi der designated to furnish funeral goods or funeral services
pursuant to a guaranteed price contract may cancel a prepaid
funeral contract only if the contract buyer of a guaranteed price
contract is nore than 90 days del i nquent in nmaking any install-
ment paynment or partial paynment, or the contract buyer is other-
wise in default as to any other obligation under the contract.
Upon cancel l ation, the contract buyer shall receive a refund as
determ ned pursuant to subsection (1).

(3) AFTER THE DEATH OF THE CONTRACT BENEFI Cl ARY, THE PREPAI D
CONTRACT MAY BE CANCELED ONLY BY A COURT ORDER | SSUED PURSUANT TO
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SECTI ON 2851 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL
333. 2851.

(4) —|3)— After the death of the contract beneficiary, if
t he escrow account —estabt+shedpurstant—to—aprepatd—funerat-
contract— i s not used by persons legally entitled to nmake funeral
arrangenments for the contract beneficiary, the escrow agent shal
di sburse the principal and incone in the escrow account pursuant
to subsection (1) within 30 days after receipt of a request for
paynment fromthe contract seller of a nonguaranteed price con-
tract, or the provider designated to furnish funeral goods or
funeral services pursuant to a guaranteed price contract, or the
contract buyer or the contract buyer's estate.

(5 —|4)— A contract seller or a provider which assigns or
transfers its obligations under a prepaid funeral contract to
anot her provider shall notify the contract buyer of the assign-
ment in witing. |If the contract buyer cancels the contract
within 30 days of the notification of the assignnent, the buyer
shall be entitled to a refund of 100% of the remaining principal
and i ncone. —ptus—the—eommsston—t+—any,—charged—+n—acecordance
wHh—seet+on—312(3)— An assignnent or transfer of a provider's
obligations under a prepaid funeral contract which is made in
connection with the sale of a business shall be subject to this
subsection only if nore than 50% of the ownership interest in the
business is transferred to another person or persons within a
12-nonth period. Nothing in this subsection shall apply to an
assignnent of a financial interest in an installnment contract to

a financial institution. At the tine that the contract seller or
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provi der receives paynent in exchange for selling or assigning
its financial interest in an installnent contract to a financial
institution, the contract seller or provider shall be required to
pl ace in escrow t he —fuH——eontract—pr+ee— AMOUNT REQUI RED BY THI S
ACT.

Sec. 15. (1) Al prices or quotations of prices contained
in a prepaid funeral contract, offer, or solicitation shall be
stated in conpliance with applicable federal and state | aws and
regulations. In addition, a person who offers either funeral
goods or funeral services —for——satebeforethedeath—of—the
ratended—user—or—contract—benref+etrary— ON A PRENEED OR AT- NEED
BASI S shall conply with the price disclosure rules of the federal
trade conm ssion, code of federal regulations, 16 CF. R, part
453, whether or not the rules by their owm terns apply to the
offering. Nothing in this subsection shall apply to the sale of

any interest in |land covered by the endowrent care requirenents

of section 35a of —Aet—No—87ofthePubtie—-Aets—of—1855—betrng

sectton—456—35a—-of theM-ehtgan—Conpttetd—taws— 1855 PA 87,
MCL 456. 35A.

(2) A person who sells or offers to sell both funeral goods
or services and nonfuneral goods or services as part of the sane
transaction or series of transactions shall not manipul ate the
relative prices of the goods or services so as to allocate a dis-
proportionate share of the total price to nonfuneral property or
servi ces.

(3) Al prepaid funeral contracts shall provide that a

contract buyer may revoke the contract within 10 busi ness days
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after entering into the contract and that upon revocation, al
funds paid to the contract seller or provider shall be refunded.
This provision shall be conspicuously set forth in the contract
at a place imedi ately before the place where the contract buyer
is to sign his or her nane.
(4) A prepaid funeral contract shall disclose the contract

buyer's right to cancel the contract and the anount of the refund

to which the contract buyer —er—that—person—s——estate— is entitled
upon cancel |l ati on. —Fhe—ti-setosure—shalH—be—statedsubstanttatty

et+pat—tess—admntstrat+ve—or—eserowfees—tnaddi-t+on—++— | F a
comm ssion is charged pursuant to section 12, the anmount of the
conmm ssion and the fact that it is a charge which is in addition
to the contract price shall be stated in the prepaid funeral
contract. If a printed contract formis used, the disclosures
required by this subsection shall be stated in bol d-faced type.
(5 Nothing in this act shall authorize a contract seller or
provider to performor offer to performservices for which a nor-
tuary science |icense or funeral establishment —+Heensed— LI CENSE
is required by —seet+ons—1801+—+to0—1812oftheoceupational—~code-
Act—No—299—of thePubtiecAets—of 1986—betrng——sectt+ons—339-186%
t+0—339—1812—ef—the—M-echigan—Conpited—taws— ARTI CLE 18 OF THE
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OCCUPATI ONAL CODE, 1980 PA 299, MCL 339.1801 TO 339. 1811, unless
that person holds the required license or licenses. However,
this act shall not be construed as requiring a contract seller or
a provider to possess this license or any other |license to engage
in an activity covered under this act for which a license is not
requi red by any other act.

(6) A prepaid funeral contract shall provide that the con-
tract buyer may designate a new contract beneficiary any tine
before the death of the contract beneficiary originally specified
in the prepaid funeral contract by providing witten notice to
the contract seller of a nonguaranteed price contract or the pro-
vi der designated to furnish funeral goods or funeral services
pursuant to a guaranteed price contract. Notw thstanding any
ot her provisions of law, a contract buyer may designate the
estate of a deceased person as the contract beneficiary, or pro-
vide that the contract beneficiary shall be the first of 2 or
nor e desi gnated persons to die.

(7) A prepaid funeral contract that is a nonguaranteed price
contract shall have it indicated clearly on the contract that it
IS a nonguaranteed price contract and that the actual costs of
the funeral goods and services delivered at the tine of death may
be greater or less than the anount of principal and incone in the
escrow account, and that the buyer, the buyer's estate, or the
person or persons legally entitled to make funeral arrangenents
are not obligated to purchase specific goods and services which
were sel ected before the death of the contract beneficiary or to

expend a specific anount on funeral goods or funeral services.
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Sec. 18. (1) Notw thstanding any other law to the contrary,
a contract seller, provider, agent, enployee, or person acting on
behal f of a contract seller or provider, whether a registrant or
not, shall not DO ANY OF THE FOLLOW NG

(a) Solicit a specific person for the purpose of providing
funeral goods or funeral services for a prospective contract ben-
eficiary knowi ng that the death of the prospective contract bene-
ficiary has already occurred or is probably inmm nent.

(b) Make a false or msleading statenent, oral or witten
regardi ng the sale of funeral goods or funeral services pursuant
to a prepaid funeral contract or regarding the rights or obliga-
tions of any party or prospective party to a prepaid funeral con-
tract for the purpose of inducing a person to purchase the
funeral goods or funeral services or a prepaid funeral contract.

(c) Advertise or offer funeral goods or funeral services for
sal e before the death of a prospective contract beneficiary in a
manner which is fal se, m sleading, deceptive, or unfair.

(d) Fail to refund principal or principal and incone paid
for a prepaid funeral contract in violation of this act.

(E) SOLIC T FUNERAL GOODS OR FUNERAL SERVI CES DOOR- TO- DOCOR
W THOUT PRI OR CONSENT.

(F) FAIL TO DI SCLOSE TO A CONTRACT BUYER THAT THE CONTRACT
SELLER OR PROVI DER HAS A CONTRACTUAL RELATIONSHI P WTH A
CEMETERY.

(G REFUSE THE USE OF FUNERAL GOODS BOUGHT FROM ANOTHER
VENDOR.
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(H FAIL TO ESCROW FUNDS AS PROVI DED UNDER THI S ACT.

(I') SELL OR OFFER TO SELL GOODS OR SERVI CES NOT DI RECTLY
RELATED TO FUNERAL GOODS OR FUNERAL SERVI CES OR GOODS OR SERVI CES
OF ANY KIND AT BELOW THEI R ACTUAL COST.

(J) fte)— Violate this act or rules promul gated under this
act .

(2) Further, a registrant or a person acting on behalf of a
regi strant, including an agent or enpl oyee of a registrant, shal
not do El THER OR BOTH OF the foll ow ng:

(a) Practice fraud, or deception in obtaining registration.

(b) Refuse to disclose books and records required to be
mai nt ai ned and di scl osed under this act.

(3) The departnment may promnul gate rules regulating the
solicitation of prepaid funeral contracts by registrants to pro-
tect against solicitations which are intimdating, vexatious,
fraudul ent, or m sl eading, or which take unfair advantage of a
person's ignorance or enotional vulnerability.

(4) Any adm nistrative action brought under this act shal
be handl ed pursuant to the adm nistrative procedures act OF 1969,
—Act—No—3086—of —thePubleActs—of 1969, —beirng—sect+ons—24201+to
24-328—of —theMechigan—Conpited—taws— 1969 PA 306, MCL 24.201 TO
24. 328.

(5) A REQ STRANT SELLI NG FUNERAL GOODS OR FUNERAL SERVI CES
SHALL DI SCLOSE ON ALL CONTRACTS AND STATI ONERY THE NAME OF ANY
OTHER ENTI TY THAT OWNS AN | NTEREST I N THE FUNERAL HOVE | NCLUDI NG
BUT NOT LIMTED TO, A CEMETERY, ANOTHER FUNERAL HOVE, OR AN
ENTI TY CONSI STI NG OF A GROUP OF CEMETERI ES OR FUNERAL HOMES.
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(6) A REA STRANT HAVI NG A CONTRACTUAL RELATIONSHI P WTH A
CEMETERY SHALL DI SCLOSE TO ANY POTENTI AL CONTRACT BUYER THAT
RELATI ONSHI P.

(7) A PERSON THAT SELLS OR OFFERS TO SELL EI THER CEMETERY
MERCHANDI SE OR SERVI CES OR FUNERAL NMERCHANDI SE OR SERVI CES AS
PART OF THE SAME TRANSACTI ON OR SERI ES OF TRANSACTI ONS SHALL DO
ALL OF THE FOLLOW NG

(A) REFRAIN FROM MANI PULATI NG THE RELATI VE PRI CES OF THE
MERCHANDI SE OR SERVI CES SO AS TO ALLOCATE A DI SPROPORTI ONATE
SHARE OF THE TOTAL PRI CE TO ANY OF THE MERCHANDI SE OR SERVI CES.

(B) CHARGE THE SAME PRI CES TO ALL CUSTOMERS W THOUT REGARD
TO WHETHER THE CUSTOVER DOES BUSI NESS W TH BOTH A FUNERAL ESTAB-
LI SHVENT AND AN AFFI LI ATED CEMETERY. HOWEVER, THE PRI CE FOR
FUNERAL OR CEMETERY GOODS AND SERVI CES MAY PROVI DE FOR A DI SCOUNT
FOR GROUPI NGS OF THOSE GOODS AND SERVI CES W THI N THE SEPARATE
CATEGORI ES OF FUNERAL OR CEMETERY GOODS AND SERVI CES ONLY.

DI SCOUNTS FOR GOODS AND SERVI CES SHALL NOT' BE PROVI DED FOR BOTH
CEMETERY AND FUNERAL GOODS AND SERVI CES.

(© REFRAIN FROM BASI NG ANY BENEFI T, DI SCOUNT, OR OTHER
PREFERENTI AL PRI CE OR TREATMENT ON THE CONDI TI ON THAT THE CUS-
TOMER AGREES TO DO BUSI NESS W TH BOTH A FUNERAL ESTABLI SHVENT AND
| TS AFFI LI ATED CEMETERY.

Sec. 19. (1) A prepaid funeral contract may be made with an
applicant for or recipient of assistance under the social welfare
act, —Act—No—280—o6f—thePubtie-Aets—of—1939—betng——seet+ons
400—1—t0406—121—of—theMechigan——Conpited—taws— 1939 PA 280, MCL
400.1 TO 400.119B, or a patient or a |legal guardian of a patient
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in a nental health care facility under the jurisdiction of the
departnment of -—wentat— COVMMUNITY health. |f the —departrwent—of
soctal—serviees— FAM LY | NDEPENDENCE ACGENCY or departnent of
—frertat— COVMUNI TY health determ nes that the contract is a fully
pai d guaranteed price contract of not nore than —$2-6606-066— THAT
AMOUNT ALLOAED UNDER SECTI ON 2080(6) (G OF THE | NSURANCE CODE OF
1956, 1956 PA 218, MCL 500. 2080, exclusive of income, and that
the state will not be liable for the funeral goods or funeral
servi ces, excluding an outside receptacle when required by the
chosen cenetery, of the applicant for or recipient of assistance
or patient allowable under contracts under this act, the prepaid
funeral contract shall be nade irrevocable at the request of the
applicant for or recipient of assistance, or the patient or a
| egal guardian of a patient. The —departrent—of——soctal——servtees—
FAM LY | NDEPENDENCE AGENCY or departnent of —smentat— COVMUNI TY
heal th shall advise the applicant for or recipient of assistance,
or the patient or a |l egal guardian of a patient that additional
funeral goods or funeral services subject to contract under this
act wll not be paid by the —departrent—of——sotctal—serviees—
FAM LY | NDEPENDENCE AGENCY or departnent of —smentat— COVMUNI TY
heal th but shall not specify or require approval of particular
funeral goods or funeral services selected by the applicant for
or recipient of assistance, or patient or a | egal guardian of a
patient.

(2) A prepaid funeral contract approved by the —departrent
of—soetal—serviees— FAM LY | NDEPENDENCE AGENCY or departnent of
—trental— COMMUNI TY health shall not be revoked or cancel ed by the
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contract seller, contract provider, contract buyer, or their
successors, or the estate of the contract beneficiary either
before or after the death of the contract beneficiary. —However—
pothtng—+n—thts— TH S subsecti on —shat+— DOES NOT prevent those
legally entitled to make arrangenents for a contract beneficiary
fromreal l ocati ng the anbunt paid under the prepaid contract to
different funeral services and funeral goods. An irrevocable
contract shall not be considered in determning the eligibility
of an applicant or recipient for assistance given under —Act
No—286—of—thePubl+e—-Aets—of—21939— THE SOCI AL WELFARE ACT, 1939
PA 280, MCL 400.1 TO 400.119B. An irrevocabl e prepaid funeral
contract made under this section —shat+— | S not —be— subject to
the cancell ation provision of section 13 or to section 15(6).

(3) Notwi t hstandi ng any other provisions of this act, funds
paid in connection with an irrevocabl e prepaid funeral contract
may, at the option of the provider, be held and deposited in the
manner prescribed for a nonguaranteed price contract.

(4) The —departrent—of——social—serviees— FAM LY | NDEPENDENCE
ACENCY and departnent of —smental— COVMUNITY health nmay promul gate
rules under the adm nistrative procedures act of 1969, —Act
No—306—of—thePubtHetAets—of 1969 —betrng—sect+ons—242061+to
24-328—of—the—M-echigan—Conpited—taws— 1969 PA 306, MCL 24.201 TO
24.328, to provide for the uniformadmnistration of this
section.

Sec. 24. The departnent or —any—ether—person— A CONTRACT
BENEFI Cl ARY OR H'S OR HER REPRESENTATI VE, in order to force

conpliance with this act, may bring an action in a circuit court
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in any county in which the registrant or any other person has
solicited or sold prepaid funeral contracts, whether or not that
person has purchased a prepaid funeral contract or is personally
aggrieved by a violation of this act. The court nay award dam
ages AND REASONABLE ATTORNEY FEES and issue equitable orders in
accordance with the Mchigan court rules to restrain conduct in
violation of this act.

Enacting section 1. This anendatory act does not take

effect unless all of the following bills of the 89th Legislature

are enacted into | aw

(a) Senate Bill No. or House Bill No. _ (request
no. 05006' 97 a *).

(b) Senate Bill No. or House Bill No. _ (request
no. 05007' 97 *).

(c) Senate Bill No. or House Bill No. _ (request
no. 05214' 97 ***).
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