MEETING ~ : ’ S g
OF TIE '
SENATE STANDING COMMITTEE
ON
COMMERCE

Date: February 25, 1971

Senator Drakulich
Senator Hecht
Senator Swobe

Yembers Present: Chairman Close. : : .

Members Absent: Senator Lamb

Witnesses: : . John Winn, Security Counseling Service

' Inc.

Berkeley L. Bunker, Bunker Bros.
Funeral Home

-

. H. E. Burton, Palm Mortuary & Mausoleuw
Dr. Wm. White, Director, Department of
Commerce

Max Knauss, Palm Mortuary & Mausoleum
John T. Knobel and Mrs. Knobel, Ross-—
) Burke & Knobel Mortuary

Lou Mastos, former Insurance Commissiol

Ed McCaffery, Jr., Walton Funeral Home

Dan Walsh, former Deputy Attorney Gen-
eral of Nevada

Doug Erickson, former Deputy Insurance
Commissioner

Darryl Gunther, cemetary owner

Chairman Close called the meeting to order at 2:45 P.M. The purpose
of the meeting was to hear testimony on Senate Bills 45 and 46.°

SB 45 - Establishes requirements for prepaid
funeral service contracts.

Mr. John Winn spoke in favor of the bill and said that such legisl-
ation had been sponsored during the last two or three sessions to
no avail. Ilowever, Mr. Winn did feel that the commission schedule
should be 25%. See Exhibit A attached.

Former Insurance Commissioner Lou Mastos advised the committee that
he had helped draft _AB 472 in the Assembly which is more stringent
than SB 45. He recommended that a joint committee of the Assembly
and Senate Commerce Committece get together and discuss the ramifi-
cations of each bill. He announced that AB 472 calls for adminis-
tration by the Department of Insurance rather than the Department
of Banking, although this provision is not an insurance matter per
se.
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Dr. White addressed the members saying he had no objections to
the concept of the bill. However, he did feel that certain
changes should be made. See_Exhibit B for those amendments.

Mr. Knauss told the committee it was imperative that such leg-
islation be passed this year.

According to John Khobel, he felt the bonding in $5,000 incre-

ments would hurt the small funeral homes and put the burden on -

them. Mr. Mastos stated that while some consideration should
be given the small funeral homes, the funeral business is big
business in Nevada today with a large dollar volume.

Dr. White was of the opinion'that the purchaser of such a con-
tract should receive all money back if and when he dropped out
of the contract.

This was followed by some discussion as to the fact that insur-
ance companies did not refund the payments made when a policy
lapsed. Mr. Burton announced that their business could not
operate under the basis of refunding the money paid, particu-
larly in an instance where $20 is paid as a minimum deposit

and so much paid a month. The business would need that money
to pay commissions and for operating costs. See Exhibit E.

The committee was advised that a person was entitled to credit
life when purchasing a prepaid funeral service contract, pro-
vided the individual fell in a certain age bracket. However,
Mr. Mastos pointed out that a person could not be forced to
purchase the credit life if he did not choose to do so.

Mr. Knauss told the committee that there were four benefits
in purchasing a prepaid funeral contract:

1. Discount

2. Frozen Costs.
3. Credit Life.
4. Peace of Mind.

He also pointed out the the money paid for such a contract is
never lost, since should a person move out of state or out of
town, the fees could be transferred to that person's new area.

Ed McCaffery advised the committee that an individual receives
a discount for signing a prepaid contract. Although there is
a discount, the full face value of che contract would be
credited to that individual.

Se]


dmayabb
commerce

dmayabb
Text Box
February 25, 1971


Senate ) |
Commerce Committee ' - February 25, 1971 T 10

Meeting Minutes Page 3

SB 46 - Enlarges scope of cemetery
authority law.

Dr. White suggested many changes in this bill and after the
meeting submitted a list the of amendments he felt were nec-
essary. See Exhibit C.

There was discussion between SB 45 and SB_46 with regards to
the commission schedule. The cemetery bill refers to material
and services, while the funeral bill does not.

Mr. Mastos advised the committee that at the present time there
is no set rule regarding commission. He said that _AB 472 sets
the commission fee at 15%.

Mr. Walsh submitted a report to the committee indicating the
states which have a general pre-need statute. See Exhibit D.
The report is at least five years old and Dr. White was asked
to contact the states and update the report.

Mr. Erickson referred back to_SB 45 and advised the committee
that he felt pre-need contracts were not in*the publics' in-
terest. He mentioned that he would be most happy if the bill.
died in committee.

When the presentations were concluded, the witnesses left the
meeting.

Chairman Close suggested the committee draft new bills rather
than amending the present SB 45 and 46.

It was decided to hold a noon meeting Thursday, March 2, to
discuss the drafting of new legislation.

The meeting was adjourned at 4:55 P.M.
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February 24, 1971

' Commerce Committee
Nevada State Legislature
Carson City, Nevada

Dear sir:

I represent Scceurity Counscling Service, Inc,, a newly organized pre-ncced
corporation in Clark County, Nevada. We are associated with Bunker Brothers
Mortuary, Inc.

I am a native of this state being born in Ely. I attended the University of Nevada
in Reno and was a Washoe County high school teacher for three ycars before
entering the pre-necd field in Las Vegas. The other members of the corporation
also have an extensive educational background.

We are greatly concerned about Section 30 of Scnate Bill 45 which provides for

the commission payable to a sales company. Some states operate at a comm-
" ission of less than 25% but the companices which operate on this basis in these

states are heavily financed by big businesses. ..

As a new sales company we feel justified in asking for a continuation of the

present commission schedule of 25% for the following reasons:

. 1) The averagce funeral cost is approximately $1,123,00. The consumer by
purchasing before necd pays only $1, 000, 00. If we were able to retain 25%
of this amount it would be expended in this manner:

$250. 00 Total commission
-130. 00 Commissions paid to counselors, supervisors,
and salcs managers
120. 00 Balance .
-30. 00 Advertising, public relations, and administration
costs (See NOTE below)
90. 00 Balance
-60..00 Processing and handling costs for an average of
ten (10) years :
10. 00 Profit to corporation

(NOTE: A sophiscated and professional method of obtaining leads through
a direct mail program constitutes nearly 3% per sale, after com-
-puting the cost of cnvelopes, letters, recturn cards, postage, printing,
and employed typing personnel. This system is used becausc it is
a more dignificd way to reach those people interested in pre-arrange-
ment, eliminating intrusion and unfavorable door-to-door solicitation.)

. 2)' The processing and handiirg cost of each account is 8%. The average
length of account is ten (10} years.

The contracts of pre~arrangement used by our organization in the field are
consuimer oriented,

1) If the consumer leaves the service arca of Bunker Brothers Mortuary,
we refund 100% of 2ll monies paid to the funeral home that actually performs
the service or to the legul representatives of the purchaser.

2) The quality of service provided for in the contract may be transferred
to any member of the fainily when the necd arises.

. 3) We guarantece that the cost of the service is a frozen cost, inflation free,
and guarantced against seizure for bad debtsor bankruptey by Dunker
Brothers Mortuary, Inc.



We can provide all these important benefits at a Competiti\rc'price with a 25%
sales commission. The only way we could adjust to meet the expenses if

we were to operate at less than 25% would be to increase contract prices, and
this would not be fair to the consumer.

In conclusion, we as a pre-nced organization arc consumer oriented and our main
goal and intent is to serve the best interests of the consumer. From our point of
view as a new organization, we feel that any provision that would allow less than
25% commission would tend to create a monopolistic control of the pre-need in-
dustry in Southern Nevada because new companies would be forced from the
industry because of insufficient working capital, having no earnings from the
trust and insufficient amount of commission for effective operation. We fecel that
anything that tends to exclude and reduce competition does not benefit the consumer,
We ask for your careful consideration of the influence of this provision on our
organization, and the pre-need industry as a whole, and ask for your support in
retaining the 25% commission.

Thank you
curity Counseling Service, Inc.

bl

Vice-President
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) BILL DRAFTING AND ANENDMENT REQUEST

[Please use separate sheet for each request]

To the Legislative Counsel:

From Department of Commerce
Date February 25, 1971
Please prepare o ¥wakl/amendment as follows: SENATE BILL MO, 45

Page 1 -« Lina 6 = SEC, 3, “Administrator®™ means the.[superintendent of banks]ﬁaoméiasioner

of insurance.

Line 32 = under,,.may [¢]
Line 33
Line/ 34
L1n4 42
®._ Line 43 = Delete

Page 3

Delote

[(b)] [Approve] approve the postina...

eeeis mat, [The administrator may require aj

Page 4 ~ Line 45 - ,,,1icense fee of [$5] £10, which fs not

Line 47 - ,,.application 1s [complete] accaptablé.

Page 6 = Line 9 « .,.up to [15] 32 days before it

Line 28 = The seller shall maintain unimpaired and shall deposit in the trust fund,

within 15 days following the end of the ronth in which payment was re=-

ceived, [all installments recefved on prepaid contracts sold after the

sales comuission has first been paid] at léaget 85% of all paymenta.

Line 24 - ,,..approval of the'[superintendent of banks] s any

Page 7

Line 36 - SEC. 34, 1. [Except as provided in subsection‘z, if the buyer moves to

another geographic area beyond the normal facilities of the seller and

performers under the prepaid fundral contract, the] The contract...

Page 8 « Line 20 - {strator, [a financial statement] an awmual audited statemont with an

. unqualified opinion showing the activity...

5361
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Page Two '
Amendment to Senate Bi11 Ho, 45

Pane 8 - Line 40 - ,,.examiner required [,] .

AR ————

Dalete Lines 41-46, inclusive,

Pane 9 - Line 15 - ...effective‘fsol 20 days after,,.
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ARTING AND AMENDMENT REQUE

..J‘_\..L Al A

[Please use separate sheet for each request]

To the Legislative Counsel:

DEPARTMENT OF COMMERCE

From
Date February 25,-]971
Please pfepare en a9 anendment as follows: ' SENATE BILL NO. 46
Page 2 - Line 28 - SEC. 16. ["Superintendent“ means the superintendent of
banks.] "Administrator" means the commissioner of insuran
Line 37 - authority from [superintendent] administrator.
Line 39 - ..wifh the [superintendent] administrator. Each...
Eige 3 -.Line 15 - ..étatement,laudited-with‘an unqualified opinion, showing
. ~ Line 19 - the [superintendent] administrator.
. _ Line 21 - required by the ['sdperintendent] administrator.
Line 23 - .by the tsuperintendent] administrator.
‘Line 27 - ...by NRS 452.120 [.] and NRS 452.130.
Line 29 - thé_[superinte%dentj administratar:

After SEC. 19. insert:

SEC. 20. 1. Prior to issuance of a certificate of autho-

réty to a seller, the seller shall post with the adminis-

. . 1]
trator and-thereafter maintain in force a bond in the prin

cipal sum of $50,000 issued by an authorized corporate

surety in favor of the State of Nevada, or a deposit made

up of cash or negotiable securities. If a deposit is made

in lieu of a bond, the deposit shall at_all times have a_

market value of not less than $50,000. ~ _

2. Inm Zie%_of posting the entire amount of the bond or

5361
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Page Two
 Amendment to Senate Bill No. 46

deposit required under subsection 1, the administrator

may approve the posting of a bond or deposit in the amount

of $5,000 or multivle thereof, not to exceed $50,000, if

he finds that the ceircumstances and status of the appli-

cant's business do not immediately warrant the posting

of a bond or the full amount of the bond or deposit for .

the purposes provided in subsection 3.

If less than the amount of the bond or deposit is posted

by the applicant, the administrator may require him to

post an additional bond or deposit of $5,00 or multiple

thereof each following year until the required maximum

of $50,000 is met. The administrator may require a

quarterly report if no bond is required.

3. The bond or deposit shall be held for the benefit

of buyers of prepaid funeral contracts, and other per-

" gons as their interests may appeaf; who may be damaged

by misuse or diversion of moneys by the seller or his

agents, or to satisfy any judgments against the seller

for failure to perform a prepaid contract.

4. The administrator:

(a) Shall release the bond or deposit after the sel-

~ler has ceased doing business as such and the adminis-

trator is satisfied of the nonexistence of any obliga-

tion or liability of the seller which the bond or de-

posit was held; or

(b) May reduce the bond or deposit in $5,000 incre-
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Page Three oS
Amerndment to Sernate Bill No. 46

ments 1f he finds that the eircums tances and status of

the applicant's business warrant such reduction.

‘Page 3 - Line 30 - SEC. [20] 21.
’  Line 39 - SEC. [21] 22. 1. If the [superintendent] administrator
finds...

Line 45 - ...unless the [super-] admin-
Line 46 - [intendent] <Zstrator has,...

Page 4 - Line 1 - SEC. [22] 23. A cemetery...
Line 13 --SEC. [23] 24. 1. A cemetery...
Line 29 - SEC. [24] 25. 1. It is...
Line 32 - ...by the [superintendent] administrator.
"Line 34 - by governmental agencies [, churches and benevolent or

~ fraternal organizations not operated for pecﬁniary
profit].

LINE 36 - SEC. [25] 26. The [superintendent] administrator shall...
Line 40 - SEC. [26] 27. -1. The provisions...
Line 42 - ...The [superintendent] administrator may...
Line 46 - SEC. [27] 28. The [superintendent] administrator may...
Line 49 - SEC. [28] 29. 1. Except as...
Line 50 - ...the [superintendent] administrator, after...

Page 5 - Line 6 =~ ...by the [sdberintendent] administrator,-in

' Line 32 - SEC. [29] 30. 1. The proposed...

Line 41 - ...as the [superintendentj administrator Mmay reason-
Line 44 - ,..by the [superintend-] administrat-
Line 45 - [ent] or; | —

Page 6 - Line’4 - ,..by the [suverin-] adminis-

| Line 5 - [tendent] trator; and



Page Four

Amendment to Senate Bill Mo. 46

£
s
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" Page 6 =~ Line 7

SEC. [30] 31 1. If the...

s
o

Line 10 - 2. The [superintendent] administrator shall....
Line 12 - ...the [superintendent] adninistrator
Line 15 - SEC. [31] 32; 1. Each...
Line 18 - 2. The [superintendent] administrator may...
Line 22 - SEC. [32] 33. 1. After...
Line 23 - ...the [superintendent] administrator MaYses.
Line 29 - regulation of the [superintendent] administrators
Line 31 - [superintehdent] administrator MaYsee.
Line 33 - SEC. [33] 34. 1. It is...
Line 35 - ...by the [superintendent] adninistrator.

P Line 38 - SEC. [34] 35. 1. To qualify...
Line 40 - ...the [superintendent] administrator. . R
Line 44 - ...the [superintendent] administrator may
Line 46 - ...fee of [$5] $10, no pért... L
Line 48 - SEC. [35] 35.. 1. If the [superintendent] administrator finds...

Page 7- - Line 8 - SEC. [36] 37,
Line 15 - SEC. [37] 38. The [superintendent] administrator shall,..
Line 19 - SEC, [38] 39. 1. All... ,
Line 46 - SEC. [39] 0. 1. A seller... |
'Line 48 - ...the [superintendent] administrator, L
Line 49 - 2. The [superintendent] adninistrator shall....
Page 8 Line 13 - ...the [superintendent] administrator. L

Line 14 - ...period of up to [30] 60 days before it

‘ Line 17 - ...the [superintendent] adninistrator within...
Line 19 - SEC. [&0] 41, The seller...
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Page Five
Amendment to Seratz Bill Mo, 45

Page 8 - Line 21 - ...the [superintendent] administrator. The buyer...
Lihe 23 - [superintendent] administrator.
Line 24 - SEC. [41] 42. 1. The cemetery...
Line 26 - ...over and above [the sum permitted in this chapter for] selling costs.
Line 31 - ...the [superintendent] administrator all
Line 32 -~ ...trust account [, which shall not be less than 60 percent of the con-
f tract price]. . '
Page 9 - Line 6 =~ ...the [superintendent] adninistrator Or aS...
' Line 9 - SEC. [42] 43. 1. The corpus...
_ :: . pelete Lines 26-50, inclusive.
Page 10 - ’ Delete Lines 1-3, inclusive.
LinJ 31 - ...damages [not more than 40 percent of the total contract.price] on
i amount equal to the selling commisston rate on ali amounts patd in,
Line 44 - .,..the [superintendent] admninistrator.
Page 11 - Line 2 = ...the [sunerintendent] administrator, [quarterly a financial statement]
an_annual stotement audited with an unqualifi;d opinton for each...
Line 4 =~ ...the [superintendent] edninistrator. Every
Line 9 - ...the [superintendent] administrator at any...
Line 17 - ...the [superintendent] administrator
Line 21 - ...the [superintendent] shall... |
Page 12 - Line 24 - ,..finance.¥ [superintendent] .
Line 29 - of the cemetery authority [or its directors, or in the name of the
trustees appointed by the cemetery authority] only.
Page 13 - Line 37 - ...finance,I [superintendent] gdninistrators

Line 42

...finance, [super-] adnin-

Line 43 [intendent] 7sevator, any...

Line 46 - H [deposited] placed in federally insurced accounts in any...

ey,
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Page Six
Amendment to Senate Bill MNo. 46

Page 14 - Line 9 .

...finance,Y [superintendent] administrator, for...
-3 3

Line 17 - financed [suberintendent] adninistrator has...

Line 25 - 4, The [suverintendent] administrator shall...

Line 28 - ...to exceed [550]4385 for...

Line 29 - ...reauired [, not to exceed a total of $250 for any reaular examination

or investigation],

Line 34 - ...to excead [$507 485 for each

Line 41 - ,..of a [misdemeanor] felony.



GLHERAL STATE | LHCOME BUYER'S

PRE-NEED COLTROL TRUST ~ PART OF  RIGHT TO <1
STATES o STATUTE .~ AGENCY CREATED _TRUST_ WITMNDRAW
Arizona YES - YES 1004  100% YES
.Arkansas - YES ﬁ YES 100% 109% .~ NO
California . YES - YES 100% Used to pay fees iYES
_ and expenses
Colorado YES YES 100% 100% NO
Connecticut .Insurance law governs -~ : .- -- -
Flordia yes  yes 100z 100%  XES
Ceorgia © YES YES - 100% 100% 100
Idaho | YES N0 . 100% 1007 YES
Illinois ves YES 0% 100z 75%
Indiana " YES © YES 100%  100% 907
fova O vES  yEs 8oz 100% 807
Kansas | YES NO - 1007 100% - YES
.Kentucky . yES YES - 100% 200%  YES
Maine s No . 100% 1004  YES
© Michigan YES NO - 100% 100% YES
‘Minnzsota . YES - NO 100% leO% B YES‘
| .'Mi‘sssoufi-: s Cvgs - 100%- - ©O o - 9on-
‘Montana , fES- o YES | iOOif 100% - Mutﬁal coasent :
Nebraska 'Funeralvnireétor-cannot contracﬁ with Solicltor of Pre-Need Sales
New Jersey s No 1007 100% YE3
New York  YES  ¥ES | | 1,00"." 1007 YES
Nocrth Dakota - = YES o '.' NO 100% ' IObZ'- . YES
ohio - YES NO j00% - 100%  YES
~ Oklahoma YES N0 100% 1002 YES
‘,egon | - YES . " NO . 100% 100% YES
Penns'ylvania ' YES YES 100% 100% N0
South Dakotsg YES - YES 100% 100% VYES
‘Tennessee YES YES 100% | 100% YES
Texas YES . YES 90% 1067, YES
Utah YES ono . 100% 100% YES
Virgipia YRS - M0 © o 100% 100% vMutual Consunt
shington  Imsurance law governs =- - - - '
”::t vu‘:g@ia YES L oEs 100% 100% ©xNO

Wisconsin c 'nS NG 1009, 100% YieS
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January 29, 1971

Senator ltielvin D. Close, Jr.
c/o City “‘ntﬂr rotel
Carcon City, Nevada £6701

Dear Yel:s

I rerused the Senate BAll 85 znd Senate Bill 46, I find in

Senste Bill 45 two or three corrections that need to be made:

1. Pame 1, line l4: merel typographical error in spelling
Teemetery.”

2. Pare 5, line 5: The word should be "cosipgned” rather than
I -

, Section 31, parazsraph 4: chould be completely
ted as this is taken care of in Section 32, para-

arh 3, Article I, .

I would summest that pur“~ranh 5 of Sectlon 31 be made para-~

~rzph 4 and that para~raph 6 of Section 31 he made parasranh

% of Secetlion 32. 0¢ her than theae chanzes, I think the blill

ilc 25 we had discussad.

-~ . k) to 2 2l s} L L,
Kiymrarsireaseyay v anvp__mwmfmm AN ] S . - s
Sincerely,

PALM MEMORIAL ESTATE PLANS

H. E. Burton

Yﬁd.lu
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CEMETERY BILL ( S,B. 46) CORRECTIONS T 29

Section 54 of S,B., 46 should read as our Sectlon 5; namely:
"NRS 452,050 is hereby amended to read as follows:

452.050.1 Every cemetery [ corporation, assoclation, or other

organization referred to as a "cemetery authority" in NRS 452,050

to 452,180, inclusive, which now or hereafter maintains a cemetery,

may ] authority which is not exempted pursuant to Subsectilon 2

shall, and any other cemetery authority may place its cemetery under

endowment care and establlsh, maintaln, and operate an endowment
care fund after having first appllied for and received a permit from

the [State Board of Finance,] Superintendent of Banks,

452,050,2 A cemetery 1s exempted from the mandatory provisions
of Subsection 1 if: 7

(a) 1t maintained a cemetery on the effective date of this
amendatory Act; or

 (b) 1its cemetery is owned and operated by a governmental agency,
churcﬁ,.of“beneVOlent'or fraternal prganization not operated‘for

-

~ profit.

452,.050,3, Endowment care and special care funds may be commingled
for investment and the income therefrom shall be divided between
the endowment care and special care funds in the proportion that
each fund contributed to the principal sum Invested, The funds
ma& be held in the name of the cemetery authority or 1ts directors,

or in the name of the trustees appointed by the cemetery authority.



; 24
Section 55 of S.B, 46 should read as our Section 6; namely:

An "endowment care cemetery"'is one which shall hereafter have
deposited 1In i1ts endowment care fund, [at the time - of of not later

than completion of the initial sale,] no later than 30 davs

following the end of the month 1n which the final payment is

received for the sale of a grave, lawn crypt space, niche; or

mausoleum crypt, not less than the following amounts:

Section 55, 1,

(a) $1 per square foot for each grave or lawn crypt space,

Sectlon 56 should read as our Section T

452,130

1. In addition to the requirements of NRS 452,120, any endowment
care cemetery hereafter established shall also have deposited in
its endowment care fund the additional sum of $25,000, or have

deposited the sum in a maintenance fund as required under NRS

452,250 before disposing [of any plot or making any sale thereof]

or making a sale of any space specifiled in NRS 452,120,

2, &}3. are 0K,





