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HOUSE BILL No. 5797

HOUSE BILL No. 5797

March 14, 2002, Introduced by Rep. Richner and referred to the Committee on Insurance and
Financial Services.

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by anmendi ng section 2080 (MCL 500.2080), as anended by 1986 PA
318.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2080. (1) It —shat+—be— IS unlawful for any life or
accident insurer authorized to do business in this state to own,
manage, supervise, operate, or maintain a nortuary or undertaking
establishnment, or to permit its officers, agents, or enployees to
own or mai ntain —aRy—sueh—Fureral— A MORTUARY or undert aki ng
establ i shment .

(2) Except as otherw se provided in subsection (6), it
—shatH—be— IS unlawful for any life insurance, sick or funera
benefit conpany, or any conpany, corporation, or association

engaged in a simlar business to contract or agree with any
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funeral director, undertaker, or nortuary to the effect that
—steh— THE funeral director, undertaker, or nortuary shall con-
duct the funeral of any person insured by —sueh— THAT conpany,
corporation, or association.

(3) A funeral establishnment, cenetery, or seller shall not
be licensed as an insurance agent under chapter 12 other than as
alimted |icensee pursuant to this subsection and chapter 12. A
funeral establishment, cenetery, or seller shall not be a limted
life insurance agent unless that funeral establishment, cenetery,
or seller provides a witten assurance to the comm ssioner at the
time of application for the limted licensure and with each
LI CENSE renewal —thereof— that he or she has read and under st ands
the conditions contained in subsection (9) and agrees to conply
with those conditions. A person licensed as a limted life
i nsurance agent under this subsection and chapter 12 —shatt—be
| S authorized and |licensed to sell only associated |life insurance
policies or annuity contracts and —shaH— IS not —be— aut hori zed
or licensed to sell any other type of insurance policy or annuity
contract. A person licensed as a limted |ife insurance agent
under this subsection and chapter 12 to sell associated life
i nsurance policies or annuity contracts shall not sell cenetery
goods or services or funeral goods or services unless all of the
conditions provided in subsection (9) are net. A person |licensed
as a life insurance agent, other than a limted life insurance
agent, shall not sell cenetery goods or services or funeral goods
or services or be associated with a funeral establishnent,

cenetery, or seller. Notw thstanding any other provision in this
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act, a funeral establishnent, cenetery, or seller may advise
custonmers or potential custoners of the availability of life
i nsurance, the proceeds of which may be assigned pursuant to

subsection (6), and may provide application forns and ot her

information in regard to —steh— THAT life insurance. —+—an

cofpantes—tHstee— The —++st—alse— APPLI CATION shall include a

statenment that a person who is insured under any life insurance
policy or annuity contract may assign all or a portion of the
proceeds, not to exceed the anmount provided in subsection (6)(9),
of the existing life insurance policy or annuity contract for the
paynment of funeral services and goods or cenetery services or
goods to any funeral establishment, cenetery, or seller —whieh
THAT has accepted any ot her assignnent of an associated life

i nsurance policy or annuity contract during that cal endar year.
The funeral establishnent, cenmetery, or seller shall accept an
assi gnnent on the proceeds from any associ ated or nonassoci at ed
life insurance policy or annuity contract pursuant to

subsection (6), and this requirenent on the funeral establish-
ment, cenetery, or seller shall be set forth in the statenent
prepared by the —nsturanece— conm ssioner. The assignor or the

person or persons legally entitled to make funeral arrangenents
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for the person whose |life was insured may contract with the
funeral establishment, cenetery, or seller of his or her choice
for the rendering of the funeral goods or services or cenetery
goods or services. FEach associated life insurance policy or
annuity contract delivered or issued for delivery in this state
shal | have a death benefit that is sufficient to cover the ini-
tial contract price of the cenetery goods or services or funeral
goods or services and that increases at an annual rate of not

| ess than the consuner price index.

(4) A person shall not be designated as the beneficiary in
any policy of life or accident insurance whereby the beneficiary,
directly or indirectly, shall, in return for all or a part of the
proceeds of —steh— THE policy of insurance, furnish cenetery
services or goods or funeral services or goods in connection
—therewth— W TH THE POLI CY

(5) Except as otherw se provided in subsection (6), it
—shatHt+—be— | S unlawful for any life or accident, or sick or
funeral benefit conpany, or any person, company, corporation, or
associ ation, to offer or furnish goods or services or anything
but noney to its insureds or to his or her heirs, representa-
tives, attorneys, relatives, associates, or assigns in any con-
nection with, or by way of encunbrance, assignnment, paynent, set-
tl ement, satisfaction, discharge, or release of any insurance
policy. However, this subsection —shatHt— DCES not prohibit any
conmpany, corporation, or association from furnishing medical,

surgical, or hospital service.
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(6) Notwi thstanding any other provision in this act, a life
insurer may wite a life insurance policy or annuity contract
—whteh—+S— subject to an assignnment of the proceeds of the insur-
ance policy or annuity contract as paynent for cenmetery services
or goods or funeral services or goods as provided in this subsec-
tion regardless of the relationship between the |ife insurer and
the assignee. An assignnment of the proceeds of the insurance
policy or annuity contract pursuant to this subsection shall be
in witing on a form approved by the conm ssioner. A predeath
assignnent of the proceeds of a life insurance policy or annuity
contract as paynent for cenetery or funeral services or goods is
void unless all of the following conditions and criteria are
met :

(a) The assignnent is an inseparable part of the contract
for the cenetery services or goods or funeral services or goods
for which the assigned proceeds serve as paynent.

(b) The assignnent is revocable by the assignor, assignor's
successor, or if the assignor is the insured by the representa-
tive of the insured's estate prior to the provision of the cene-
tery services or goods or funeral services or goods.

(c) The contract for funeral services or goods or cenetery
services or goods and the assignnment provide that upon revocation
of the assignnent, the contract for the cenetery services or
goods or funeral services or goods is revoked and cenetery serv-
i ces or goods or funeral services or goods may be obtained from

any cenetery, funeral establishnent, or seller.
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(d) The assignnent contains the follow ng disclosure in
bol df aced type:

"This assignment may be revoked by the assignor or
assignor's successor or, if the assignor is also the insured and
deceased, by the representative of the insured s estate before
the rendering of the cenetery services or goods or funeral serv-
ices or goods. |If the assignnent is revoked, the death benefit
under the life insurance policy or annuity contract shall be paid
in accordance with the beneficiary designation under the insur-
ance policy or annuity contract."”

(e) The assignnment provides for all of the foll ow ng:

(7)) That the actual price of the cenmetery services or goods
or funeral services or goods delivered at the tine of death may
be nore than or less than the price set forth in the assignnment.

(i) For the assignnent of an associated life insurance
policy or annuity contract, that any increase in the price of the
cenetery services or goods or funeral services or goods shall not
exceed the ultimte death benefit under the life insurance policy
or annuity contract.

(@) For the assignnent of a nonassociated life insurance
policy or annuity contract, that any increase in the price of the
cenetery services or goods or the funeral services or goods shal
not exceed the consuner price index or the retail price list in
effect when the death occurs, whichever is |ess.

(iv) That if the ultimte death benefit under a life insur-
ance policy or annuity contract exceeds the price of the cenetery

services or goods or funeral services or goods at the tine of
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;
performance, the excess amount shall be distributed to the
beneficiary designated under the life insurance policy or annuity
contract or the insured s estate.

(v) That any addition to or nodification of the contract for
cenetery services or goods or funeral services or goods does not
revoke the assignment or the contract for the cemetery services
or goods or funeral services or goods —whieh— THAT are not
affected by the addition or nodification for which the assigned
proceeds are paynent unless the assignnent is revoked.

(f) The assignment is limted to that portion of the pro-
ceeds of the life insurance policy or annuity contract —whiteh
THAT is needed to pay for the cenetery services or goods or
funeral services or goods for which the assignor has contracted.

(g) In the case of an associated life insurance policy or
annuity contract, the death benefit of the life insurance policy
or annuity contract —whteh— THAT is subject to the assignnent
does not exceed $5, 000. 00 when the first prem um paynment is nade
on the life insurance policy or annuity contract. 1In the case of
a nonassoci ated life insurance policy or annuity contract, the
initial anount of proceeds assigned does not exceed $5, 000. 00.
The maxi mum anounts in this subdivision shall be adjusted annu-
ally in accordance with the consuner price index.

(h) The assignment shall contain the dispute resolution
rights —set—Fefrth— in subsection (8). After the death of the
i nsured but before the cenetery services or goods or funeral
services or goods are provided, the funeral establishment,

cenmetery, or seller shall provide to a representative of the
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insured's estate a separate docunment entitled, "dispute
resol ution disclosure statenent,” which shall clearly set forth
the dispute resolution rights —set—foe+rth— in subsection (8). The
di spute resolution disclosure statenment shall be filed with the
commi ssi oner and shall be considered approved unl ess di sapproved
Wi thin 30 days after the subm ssion. The |anguage used to —set
forth— DESCRI BE t he di spute resolution rights in subsection (8)
shall be witten in a manner cal culated to be understood by a
person of ordinary intelligence.

(i) The assignor and not the assignee is responsible for
maki ng the prem um paynents due on the life insurance policy or
annuity contract. This subdivision does not apply to an insur-
ance agent when acting as a fiduciary pursuant to section 1207.

(j) After the death of the insured but before the cenetery
services or goods or funeral services or goods are provided, the
representative of the insured's estate is provided with a current
price list for the cemetery services or goods or funeral services
or goods provided pursuant to the assignnent.

(k) At the tinme the assignnent is nmade, the assignee com
plies with the price disclosure rules of the federal trade com
m ssion prescribed in 16 CF. R —— part 453, whether or not the
rules by their own terns apply to the offering.

() At the tine the assignnment is nade, the assignor certi-
fies that the insured does not have in effect other life insur-
ance policies or annuity contracts that have been assigned as
payment for cemetery goods or services or funeral goods or

servi ces —whieh— THAT together with the additional assignnent
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9
woul d have an aggregate face value in excess of the limtation
provi ded i n subdivision (h— (G.

(m For the assignnment of a nonassociated |ife insurance
policy or annuity contract, the assignnent conplies with both of
the foll ow ng:

(7)) The assignnment is sufficient to cover the initial con-
tract price of the cenetery goods or services or funeral goods or
servi ces.

(i) The assignnent provides that any increase in the price
of the cenetery services or goods or the funeral services or
goods shall not exceed the consumer price index or the retai
price list in effect when the death occurs, whichever is |ess.

(7) An insurer or an insurance agent shall not nmake a fal se
or m sleading statement, oral or witten, regarding an assi gnnent
subj ect to subsection (6) or regarding the rights or obligations
of any party or prospective party to —stueh—an— THAT assi gnnent.
An insurer or an insurance agent shall not advertise or pronote
an assi gnnment subject to subsection (6) in a manner —whteh— THAT
is fal se, msleading, deceptive, or unfair. The comn ssioner
shal | promul gate rules regulating the solicitation of plans pro-
noting assi gnments subject to subsection (6) to protect against
solicitations —whteh— THAT are intimdating, vexatious, fraudu-

I ent, or msleading, or which take unfair advantage of a person's
i gnorance or enotional vulnerability.

(8) After the cenmetery services or goods or funeral services

or goods are provided, the funeral establishnment, cenetery, or

seller shall provide to a representative of the insured s estate
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a statement to be signed by the representative of the insured' s
estate authorizing the release of the assignnment proceeds for the
paynment of the cenetery services or goods or funeral services or
goods. The insurer shall release to the funeral establishnent,
cenetery, or seller the assignment proceeds upon receipt of the
aut hori zation statenent signed by a representative of the
insured's estate. If a representative of the insured' s estate
fails to sign the authorization statenent, the foll ow ng shal
t ake pl ace:

(a) The funeral establishnment, cenetery, or seller shal
provide the representative of the insured's estate with a dispute
resolution notice, a copy of which is to be sent to the insurer
and the —nAstranee— conmi ssioner that states all of the
fol | owi ng:

(7)) That the funeral establishnment, cenetery, or seller has
provi ded the cenetery services or goods or funeral services or
goods.

(i7) That a representative of the insured' s estate has
refused to authorize the insurer to rel ease the assignnent pro-
ceeds for the paynent of the cenetery services or goods or
funeral services or goods.

(i) That a representative of the insured' s estate nay seek
arbitration to resolve the paynent dispute.

(b) Upon the receipt of the dispute resolution notice
described in subdivision (a), the insurer shall retain the
assi gnnment proceeds for 30 days. The insurer shall rel ease the

assignnment proceeds to the funeral establishnment, cenetery, or
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11
seller if after the expiration of the 30 days the insurer is not
informed that arbitration proceedi ngs have been commenced, or
pursuant to the award of the arbitrator

(c) The funeral establishnment, cenetery, seller, or a repre-
sentative of the insured' s estate may conmence arbitration pro-
ceedings to determ ne the disposition of the assignnent
proceeds. Arbitration shall be conducted pursuant to the rules
and procedures of the American arbitration association. Expenses
of the arbitration shall be shared equally by the insured' s
estate and the assignee unless otherwi se ordered by the
arbitrator

(d) Nothing in this subsection —shat—++mt— LIMTS the
right of any party involved in the paynent dispute to seek ot her
recourse permtted by | aw

(9) Alife insurance agent shall not sell or solicit the
sale of a life insurance policy or annuity contract with the
intention of having the purchaser assign the proceeds of the
policy or contract to a funeral establishment, cenetery, or
seller wwth which the agent is associated unless all of the fol-
|l owm ng conditions are net:

(a) The agent —shatH—disetose— DISCLOSES in witing to the
purchaser the nature of his or her association with the funeral
establishnment, cenetery, or seller and that both the funeral
establishnment, cenetery, or seller and the agent will or may
profit fromthe transaction, if that is the case.

(b) A~ I F THE funeral establishment, cenetery, or seller

—whteh— accepts assignnments pursuant to subsection (6), —shat+
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atso—offer— | T ALSO OFFERS to sell or provide cenetery goods or
services or funeral goods or funeral services pursuant to prepaid
funeral contracts as provided in the prepaid funeral contract
fundi ng act, 1986 PA 255, MCL 328.211 TO 328. 235, or pursuant to
the trust provisions of the cenetery regul ati on act, —-Aet—Ne—25%
of —the—Pubte—Aets—of—1968—being——sections456-521+0456-543of
the—M-chigan—Conpited—taws— 1968 PA 251, MCL 456. 521 TO 456. 543.

(c) If the contenpl ated assignment is to be nade to pay the
cost of cenetery goods or services or funeral goods or funeral
services, the agent —shatt—disetose— DISCLOSES in witing to the
purchaser that the cenetery goods or services or funeral goods or
services may al so be purchased prior to death by nmaki ng paynent
directly to a funeral establishnment, cenetery, or seller who wll
hold funds in escrow for the benefit of the purchaser pursuant to
the prepaid funeral contract funding act, 1986 PA 255, MCL
328.211 TO 328.235, or in trust pursuant to the provisions of the
cenmetery regul ati on act, —-Aet—No—251tof—thePubecAets—of—1968
1968 PA 251, MCL 456.521 TO 456.543. The witten disclosure
shall also state that upon cancellation of the prepaid funeral
contract, the purchaser is entitled to a refund of at |east 90%
of the principal and income earned.

(d) The sale of cenmetery goods or services or funeral goods
or services —shatH+— | S not —be— conditioned on the purchaser
buying or agreeing to buy a life insurance policy or annuity con-
tract or on the assignnent of the proceeds of the policy or con-

tract to that funeral establishnent, cenetery, or seller
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(e) The sale of a life insurance policy or annuity contract
—shatH— 1S not —be— conditioned on the purchaser buying or
agreeing to buy cenetery goods or services or funeral goods or
services fromthe funeral establishment, cenetery, or seller with
whi ch the agent is associated or on the assignnent of the pro-
ceeds of the policy or contract to that funeral establishnment,
cenetery, or seller

(f) A discount fromthe current price of cenetery goods or
services or funeral goods or services —shatH— | S not —be— offered
as an inducenent to purchase or assign a life insurance policy or
annuity contract.

(g) The life insurance policy or annuity contract sold by
t he agent may be cancel ed by the purchaser within 10 days after
the receipt of the policy or annuity contract, in which event a
full refund of all prem uns shall be paid to the purchaser

(h) The agent —shatHt+—disetose— DI SCLOSES in witing to the
purchaser that the funeral establishnent, cenetery, or seller
with which the agent is associated will accept assignnents of
life insurance policies or annuity contracts sold by any ot her
i censed agent.

(10) The conmi ssioner or any other person, in order to force
conpliance with subsection (6) or (7), may bring an action in a
circuit court in any county in which the assignee or insurance
agent or any other person has solicited or sold a life insurance
policy or annuity contract that is assigned pursuant to
subsection (6), whether or not that person has purchased the life

i nsurance policy or annuity contract or is personally aggrieved
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by a violation of this section. The court may award damages and
i ssue equitable orders in accordance with the M chigan court
rules to restrain conduct in violation of this section.
(11) Any person violating any of the provisions of this sec-
tion —shatH+—be—-deerred— | S guilty of a m sdeneanor, and each vio-
| ati on —thereof—shatt—be— | S a separate of fense —antd—upen—convie—

t+en—shatt—be—puntshed— PUN SHABLE by a fine not exceeding
$1, 000. 00 or by inprisonment for not nore than 6 nonths, or both.

e s b oL o : Ly .

(12) In addition to the penalty provided in subsection (11),

if, after a hearing conducted pursuant to the adm nistrative pro-

cedures act of 1969, —Aet—No—386—-0f—+hePublHeAects—of—31969-

1969 PA 306, MCL 24.201 TO 24.328, the comm ssioner determ nes a
person has violated this section, the comm ssioner nmay order the
person to pay a civil fine of not nore than $10, 000.00 for each
violation and may al so i npose ot her sanctions provided pursuant
to chapter 12. The noney coll ected under this subsection shal
be deposited in the funeral consuners education and advocacy
fund. The funeral consunmers education and advocacy fund is cre-
ated within the insurance bureau. The fund shall be adm nistered
by the conmi ssioner. The noney in the fund shall be used to do
both of the follow ng:

(a) To pronote the education of consumers with regard to the
prearrangenent and purchase of cenetery or funeral services or
goods through the purchase and assignnment of |ife insurance or

annuity contracts.
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(b) To provide |egal assistance to persons who were injured
as a result of a violation of this section.

(13) For purposes of this section, a life insurance agent is
associated with a funeral establishment, cenetery, or seller if
any of the follow ng apply:

(a) The agent is a funeral establishnment, cenetery, or
seller.

(b) The agent owns an interest, directly or indirectly, in a
corporation or other entity —whieh— THAT holds an interest in a
funeral establishment, cenetery, or seller.

(c) The agent is an officer, enployee, or agent of a funeral
establishnment, cenetery, or seller.

(d) The agent is an officer, enployee, or agent of a corpo-
ration or other entity —whireh— THAT holds an interest, either
directly or indirectly, in a funeral establishnment, cenetery, or
seller, or in a corporation or other entity —whteh— THAT hol ds an
interest, directly or indirectly, in a corporation or other
entity —whieh— THAT holds an interest in a funeral establishment,
cenetery, or seller

(14) As used in this section:

(a) "Associated life insurance policy or annuity contract”
is alife insurance policy or annuity contract that is marketed,
designed, and intended to be assigned as paynment for cenetery
goods or services or funeral goods or services.

(b) "Casket" nmeans any box or container consisting of 1 or
nore parts in which a dead human body is placed prior to

internment, entonbnent, or cremation which may or may not be
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permanently interred, entonbed, or cremated with the dead human
body. A permanent internment or entonbnent receptacle —whith
THAT is designed or intended for use without a cenetery buri al
vault or other outside container —shatHH— IS al so —be— consi dered
a casket.

(c) "Catafal que" neans an ornanmental or decorative object or
structure —whieh— THAT is placed beneath, over, or around a
casket, vault, or a dead human body prior to final disposition of
t he dead human body.

(d) "Cemetery"” neans that termas defined in but not neces-
sarily regul ated under section 2 of the cenetery regul ation act,
—Act—No—251tof thePubte—-Aets—of 1968, —beirng—Ssect+on—456-522—of
the—M-ehigan—Conpttetd—taws— 1968 PA 251, MCL 456.522, or an offi-
cer, agent, or enployee —thereef— OF A CEMETERY

(e) "Cenetery burial vault or other outside container" means
a box or container —whteh— THAT is used solely at the place of
interment to permanently surround or enclose a casket and to sup-
port the earth above the casket after burial.

(f) "Cenetery goods" neans land or interests in |and,
crypts, lawn crypts, mausoleumcrypts, or niches that are sold by
a cenetery. In addition, cenetery goods shall include cenetery
burial vaults or other outside containers, markers, nonunents,
urns, and nerchandi se itens used for the purpose of nenorializing
a decedent and placed on or in proximty to a place of internent
or entonmbrent of a casket, catafalque, or vault, or to a place of

i nurnment —whteh—are— sold by a cenetery.
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(g) "Cenetery services" neans those services customarily
performed by a cenetery.

(h) "Conmbination unit" means any product consisting of a
unit or a series of units —whreh— THAT are desi gned or intended
to be used together as both a casket and as a permanent buri al
recept acl e.

(i) "Consuner price index" nmeans the annual average percen-
tage increase in the Detroit consuner price index for all itens
for the prior 12-nonth period as reported by the United States
departnent of |abor and as certified by the conm ssioner.

(j) "Funeral establishnment” neans a funeral establishment or
a person who is engaged in the practice of nortuary science as
those terns are defined in section 1801 of the occupational code,
—Act—No—299—of —thePubtec—Aects—of—1980,—betng——seect+on—339-186%
of—the—M-echtgan—Corpttet—taws— 1980 PA 299, MCL 339. 1801, or an
of ficer, agent, or enployee —thereof— OF THAT ESTABLI SHVENT OR
PERSON.

(k) "Funeral goods" neans itens of nerchandi se —whieh— THAT
will be used in connection with a funeral or an alternative to a
funeral or final disposition of human renains including, but not
limted to, caskets, other burial containers, conbination units,
and cat af al ques. Funeral goods does not include cenetery goods.

(/) "Funeral services" nmeans services custonmarily perforned
by a person who is |icensed pursuant to sections 1801 to 1812 of
t he occupati onal code, —Aet—No—299—-of—thePubtecAects—of—19806
being—seettons—339—1861+t03391812of theMehigan—Conptted
taws— 1980 PA 299, MCL 339.1801 TO 339.1812. Funeral services
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—tnetudes—but—+s— | NCLUDE, BUT ARE not limted to, care of human
remai ns, enbal m ng, preparation of human remains for final dispo-
sition, professional services relating to a funeral or an alter-
native to a funeral or final disposition of human remains, trans-
portation of human remains, |inousine services, use of facilities
or equi pnent for view ng human renmains, visitation, nenorial
services, or services —whteh— THAT are used in connection with a
funeral or alternative to a funeral, coordinating or conducting
funeral rites or cerenonies, and other services provided in con-
nection with a funeral, alternative to a funeral, or final dispo-
sition of human renains.

(m "Nonassociated |ife insurance policy or annuity
contract” neans a life insurance policy or annuity contract that
is not marketed to be assigned, designed to be assigned, or
intended to be assigned as paynment for cenetery goods or services
or funeral goods or services.

(n) "Representative of insured s estate" means the person or
persons legally entitled to nake the funeral arrangenents for the
person whose |ife was insured.

(o) "Seller" nmeans a person who offers to sell cenetery
goods or services or funeral goods or services or any agent,

of ficer, or enployee —thereof— OF THAT PERSON.
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