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Approved 

A BILL FOR 
An Act to provide for the regulation of the sale of pre

arranged or prepaid funeral services and merchandise and 

to provide penalties for violations. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 



S.F. 

1 Section 1. The business of selling contracts or agreements 

2 in which the seller agrees to provide funeral good~ or services 

3 upon death affects the public safety ann welfare and 

4 the preservation of the safety and welfare of the purlic from 

5 unconscionable dealing require~ regulation of the sale of 

6 such contracts and of the disposition of funds obtained as 

7 a result of the sales. 

8 Sec. 2. When used in this !.ct,. unles~ th0. context otherwise 

9 requires: 

10 1. "Person" means an individual, partnp.rship, firm, joint 

11 venture, corporation, company, association, or joint stock 

12 association. 

13 2. "Contract" means any contract, agreement, or mutual 

14 understanding, or any series or combination of contracts, 

15 agreements or mutual understandings, in which a person agrees 

16 to furnish or perform funeral services or to provide or deliver 

17 at a future time determinable by the death of another person, 

18 any personal property, merchandise or services of any nature 

19 in connection with the final preparation of a dead hu~an bony, 

20 except that the contract shall not include any policie~ of 

21 life insurance payable in money which are subject to rcoulation 

22 under other laws of this state nor shall the contract include 

23 any provisions for the sale of cemetery lots, markers, 

24 monuments, tombstones, crypts, niches, vaults and mausoleums 

25 wherein delivery is made at the ti~e of the consumation of 

26 the sale for the ful fillment of the terms of the sales contract 

27 or title to which passes to the purchasers at the time of 

28 the consumation of the sale or the fulfillment of the terms 

29 of the sales contract. 

30 3. "Contract seller" means any person who engages in the 

31 business of selling contracts. 

32 4. ·Contract buyer- means any person who buys a contract 

33 from a contract seller. 

• 

• 

34 5. "Decedent- means any person upon whose death the funeral • 

35 goods or services described in the contract are to be provided. 
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2 

6. "Commis5ioner" means the commissioner of in!;urar.ce. 

7. "Trustee" means a chartered state or national bank. 

3 or trust company under the supervision of the superintendent 

4 of banking, authorized to do business in this state, actinq 

5 through its trust department or as escrow agent, with which 

6 a contract seller deposits funds received from the sale of 

7 contracts. 

8 8. "Funds" means money received by a contract seller from 

9 a contract buyer in consequence of the sale of a contract. 

10 9. "Trust funds· means funds deposited by a contract 

11 seller with trustee. 

12 10. "Agent" means 

13 benefit of a contract 

any person who receives funds for the 

seller. 

14 11 • "Trust instrument" means the documents pursuant to 

15 which a trustee receives, holds, invests, and dishurses trust 

16 funds. 

17 Sec. 3. No person shall engage in business as a contract 

18 seller in this state unless the commissioner has licensed 

19 such person as a contract seller. Every application shall 

20 be accompanied by a fee of twenty-five dollars. An application 

21 for a license as a contract seller shall be in writing and 

22 signed by the applicant on forms furnished by the commissioner. 

23 Each application shall contain the following information: 

24 1. The full name and address, including place of residence 

25 and place of business, of the applicant and every member, 

26 officer, and director if the apnlicant is a firm, rartnershir, 

27 association, or corporation. 

28 2. ~ detailed statement of the applicant's assets and 

29 liabilities. 

30 3. Such other information as the commissioner shall 

31 require. 

32 Sec. 4. Upon receipt of application, the commissioner 

33 shall issue a license unless he determines that the applicant 

34 has made false statements or representations in the 

3S application, or is insolvent, or is not authorized to transact 
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1 business in the state of Iowa, or has been convicted of fraud, 

2 or a crime involving misappropriation or mi"use of fun~s, 

3 except that any applicant who is enqaged in the business of 

4 selling contracts as defined in this ~ct on the effective 

5 date of this Act, may continue to do business, pennino. action 

6 by the commissioner, if an application has hep.n filed as 

7 provided in section three (3) of this Act. Every license 

8 sha 11 expire on the first day of August of cach year, and 

9 may be renewed upon application and pay~ent of a fee of ten 

10 dollars. 

11 Sec. 5. A licensee as a contract seller shall keep accurate 

12 accounts, books and records in this state of all transactions, 

13 copies of all contracts, dates and amounts of payments made 

14 and accepted on each contract, the name and address of each 

15 contract buyer, the name of the person for whom the contract 

16 is purchased, and the name of the trustee holdinq trust funds 

17 received under each contract. A licensee shall make all books 

18 and records pertaining to trust funds available to the 

19 commissioner for examination. The commi ss loner, or a '111al i f ied 

20 person designated by him may, not more than once in an" 

21 calendar year, unless pursuant to an order of court for good 

22 cause shown, during ordinary business hours examine the hOOKS, 

23 records, and accounts of the licensee with respect to funds 

24 received by the licensee and for that purpose may require 

25 the attendance of and examine under oath all persons whose 

26 testimony he may require. The cost of such examination shilll 

27 be paid by the licensee according to the follo;,/in9 sch('du Ie: 

28 For all licensees "hose funds in trust tota 1: 

29 $100,000 or less, the fee is 60.00. 

30 $100,000 but not more than $200,000, the fee ~lore than 

31 

32 

33 

34 

35 

is 

is 

is 

75.00. 

More than 

95.00. 

More than 

125.00. 

$200,000 but not more than $300,000, the fee 

$300,000 but not more than $500,000, thp. fee 
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1 More than ~500,OOO but not more than $1,00n,000, the fee 

2 1.5 165.00. 

3 I10re than $1,000,000, $165 plus six cents for each 

4 additional one thousand dollars, or fraction thereof, of trust 

5 funds over one million dollars. 

6 Sec. 6. Each licensee as a contract seller shall file 

7 an annual report with the conunissioner before the first day 

8 of July of each year, in the form reauired by the COMmissioner, 

9 stating the name of the trustees with which it hos trust funds 

10 on deposit and the amount remaining on deposit in the trust 

11 fund on the preceding thirtieth of April. Any contract seller 

12 who has discontinued the sale of contracts but who still has 

13 outstanding contracts shall not be required to obtain a renewal 

14 of his license, but he shall continue to make annual reports 

15 to the commissioner until the contracts have been full/ 

16 performed by him. Every annual report shall be accompanied 

17 by a fee of five dollars. 

18 Sec. 7. No person shall sell any contracts in this state 

19 as agent for a licensed contract seller without first obtaininq 

20 from the commissioner a license to do so ann payine a fee 

21 of ten dollars for the license. The con~issioner shall not 

22 issue an agent's license without requirino the applicant to 

23 show proof of good moral character by presentino with his 

24 application affidavits from his employer statina that the 

2 S applicant is of good moral character. '11le acts of the aqent 

26 shall be deemed acts of the contract seller. 

27 Sec. 8. 1. At the time the contract is agreed to, the 

28 contract seller shall furnish each contract buyer with a 

29 duplicate of the original contract and if the contract requires 

30 services to be performed at a future time by a person other 

31 than the contract seller, the contract seller sh~ll furnish 

32 the contract buyer a copy of the instrument embodying the 

33 agreement of the contract seller and the person obliqated 

34 to perform the services. 

3S 2. The contract seller shall file with the commissioner 
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1 a copy of each form of contract offered or sold by hi~ anJ 

2 a copy of any instrument executed by th~ contract seller ilnn 

3 d porson licensed by the state, in which the Dersan nOr~e5 

4 to actually perform any servic~s uncier any contract offp-ren 

5 or sold by the contract seller. 

6 3. If any contract contains an agreement of the contract 

7 seller to furnish services at a future time, the contrilct 

8 shall state the name and address of the principal office of 

9 the person licensed by the state or the funeral firm or 

10 corporation who will perform such services, except that no 

11 

12 

13 

14 

15 

contract shall =ntain any provision restrictinq the riClht 

of th", next of kin or legal re\-Jresentative to Make his own 

selection of a person to provide such goods and services after 

the death of the decedent. 

4. In case of default or cancellation, no contract, or 

16 promissory note executed in connection with the contract shall 

17 provide for th~ retention by the contract se Iler of I i(luiclated 

18 damages of more than the amounts paid bv the contract J'uyer 

19 (exclusive of any service charges, interest charaes or credit 

20 life insurance charges) or twenty percent of the total contract 

21 price, whichever is the lesser. 

22 5. All contracts shall contain the words "Not Insurance" 

23 in boldface type on the face of each contract. 

24 Sec. 9. Not less than eighty percent of all funds received 

2S by a contract seller for the sale of a contract shall he 

26 deposited with a trustee within forty-five days after receipt 

27 by a contract seller. The funds shall be deposi ted under 

28 the terms of a trust agreement or under escrow instructions. 

29 If the funds are deposited under the terms of a trust 

30 agreement, the funds shall be held in trust by the tru!;tee 

31 pursua.nt to the provisions of this /I.ct. If the funds are 

32 deposited under the terms of escrow instructions, the 

33 instructions may specify investment only under the limitations 

34 of section four (4) of this ~ct but, in all oth~r res~ects, 

35 the instructions shall comply with the provisions of this 
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i\ct. Copies of all trust instruments and escrOl4 instruct ions 

affecting the trust funds shall be filen with the commiqsioncr 

as a public record. The contract seller, at the time of e~ch 

deposit of funds with a trustee, shall record the name of 

each contract buyer and the amount of the payment r'ladc b" 

the contract buyer and shall keep the record for each 

transaction for one year after the death of the person for 

whose benefit the funds were paid. 

Sec. 10. In acquiring, investing, reinvestinq, exchangina, 

retaining, selling, and managing property for the benefit 

of others, trustees of funds deposited pursuant to this Act 

shall exercise reasonable judgment and care under the 

circumstances then prevailing, not for the purpose of 

speculation, but with regard to the permanent disposition 

of funds, considering the probable income as well as the 

probable safety of capital. Within the limitation5 of the 

foregoing standard, trustees may acquire and retain every 

kind of property and every kind of investment, snecifically 

including, but not by way of limitation, bonds, debentures, 

and other corporate obliCjations, savinCls accounts in insured 

savings and loan associations, stocks, preferred or common, 

securities of any open-end or closed-en(1 manaaement tYrlC 

investment company or investment trust, ann participations 

in common trust funds, which reasonable men would ac<'ui.re 

25 or retain for their own account. 

26 Sec. 11. All income and appreciation of funds deposited 

27 pursuant to this Act shall be accumulated by th~ trustec and 

2 B he ld under the terms of the trus t agreemen t or escrol/ 

29 instructions and shall be held in trust pursuant to the 

30 provisions of this Act. 

31 Sec. 12. uisLursements of trust funds discharging any 

32 contract shall be made by the trustee upon receint of a 

33 document signed by the contract seller verifying that the 

34 contract has been fully perfor~ed or is in default, or a 

3S receipt signed by the contract buyer or his heir~ or assio.ns 
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1 discharging the contract seller from further obligations under 

2 the contract. 

3 Sec. 13. The commissioner upon ten day~' written notice 

4 to a licensee as a contract seller by reaisterec mail ~tating 

5 the contemplated action and the grounds therefor, and upon 

6 reasonable opportunity to be heard, Shall revoke a licensee's 

7 license as a contract seller if he finds that: 

8 1. The licensee has failed to pay the annual license fcc. 

9 2. ~le licensee has willfully or negligently violated 

10 any provision of this Act, or any regulation or order made 

11 under this Act. 

12 3. fny fact or condition exists at the ti~e of the nroposen 

13 revocation which, if it existed at the time of the oriqinal 

14 application for the license, Clearly would have been 

15 justification for the commissi.oner to refuse issuance of the 

16 license. 

17 4. 'fhe licensee has violated the provisions of section 

18 seven hundred tllirteen point twenty-four (713.24) of the Code. 

19 Sec. '4. If the commissioner finds that probable cause 

20 for revocation of any license exists and that enforcement 

21 of this Act requires immediate suspension of a license \,endinq 

22 investi.gation, he may after three days' written notice by 

23 registered mail and a hearing, order the suspension of a 

24 license for not more than thirty days. If the commi~sioner 

25 revokes or suspends a license, he shall notify the licensee 

26 of the revocation or suspension by reg istered ma ii, ~lhich 

27 notice shall state the grounds for the revocation or 

28 suspension. 

29 Sec. 15. Any licensee may surrender his license by 

30 delivering it to the commissioner with written notice of its 

31 surrender, but the surrender shall not affect his civil or 

32 criminal liability for acts committed before the licen~e was 

33 surrendered. 

34 Sec. 16. The commissioner may reinstate suspended licenses 

35 or issue new licenses to a person Whose license has been 
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1 revoked if no fdct or condition then exists which clearly 

2 would be justification for the commissioner to refuse issuance 

3 of a license. 

4 Sec. 17. Any person who violates any of the provisions 

5 of this Act, or makes any false and fraudulent report requircC! 

6 under the provisions of this Act, shall be guilty of a 

7 misdemeanor and, upon convicti.on, shall be punished hy a fine 

8 of not less than one hundred dollars and not more than one 

9 thousand dollars, or by imprisonment in the county jail for 

10 not more than three months, or by both such fine and 

11 imprisonment. 

12 Sec. 18. 1. If any person dS~:!,; to be excu~ed from 

13 attending and testifying or from producinq any Looks, paper5, 

14 records, correspondence or other documents at any hearing 

15 held under the provisions of this J\ct on the grounc's tbat 

16 the testimony or evidence required of him may tend to 

17 incriminate him or subject him to a penalty or forfeiture 

18 and, notwithstanding the request, he is directed to give such 

19 testimony or produce such evidence, he must comrly with the 

20 direction, but he shall not thereafter be prosecuted or 

21 subjected to any penalty or forfeiture for any transaction, 

22 matter or thing on \vhich he is re'1uired to testify or produce 

23 evidence and no testimony so given or evidence produced, or 

24 any evidence derived from the testimony or evidence shall 

25 be received against him during any criminal action, 

26 investigation or proceeding. 

27 2. No person so testifying shall be excmrt from prosecution 

28 or punishment for any perjury cOlTU"litterl by him ... hile testifyinq 

29 and the testimony or evidence given or produced shall be 

30 admissable against him upon any criminal action, investiqation 

31 or proceeding concerning such perjury, nor shall he be cxe~pt 

32 from the refusal, revocation or suspension of any license, 

33 permission or authority conferred, or to be conferred, pursuant 

34 to this J\ct. 

35 3. Any person may execute, acknowleclge and file in the 
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1 office of the commissioner a state~ent expressly waiving such 

2 immunity or pri vi lege in respect to any transact ion, matter 

3 or thing specified in such statement and thereupon the 

4 testimony of such person or such evidence in relation to such 

S transaction, matter or thinq may be received or produced 

6 before any judge or justice, court, tribunal, orand jury or 

7 otherwise, and if so received or produced the person shall 

8 not be entitled to any immunity or privileae for any testimony 

9 or evidence he may give or produce. 

10 Sec. 19. The commissioner may adopt any rules and 

11 regulations necessary for the effective administration of 

12 the provisions of this Act. 

13 Sec. 20. Nothing contained in sections one hundred forty-

14 seven point fifty-six (147.56), subsection one (1), one hundred 

15 fifty-six point nine (156.9), subsection four (4), and one 

16 hundred fifty-six point twelve (156.12) of the Code, shall 

17 be construed as prohibiting sale by any person licensed under 

18 this Act by solicitation of a contract or plan which complies 

19 with this Act if the solicitation and sale occurs at a time 

20 when the death of the person whose funeral is to be arranged 

21 has not occurred, and death is not imminent or impendinC;. 

22 Sec. 21. If the commissioner believes that any person 

23 is violating any provisions of this Act, or any rule or 

24 regulation adopted under this Act, he may, in addition to 

2S all other actions provided for in this Act, bring an action 

26 in the district court of the county in which the princi')al 

27 place of business of the person is locat"ci, to enjoin the 

28 person from engaging in or continuing any violation. 

29 Sec. 22. No trust created under the provisions of this 

30 Act, nor any interest therein, shall be deel!'ed to be invalid 

31 by any existing law or rule against perpetuities or 

32 accumulations or suspension of the power of alienation ann 
33 the trust and any interest therein may continue for such time 

34 as may be necessary to accomplish the purposes for which it 

35 was or may be created. 

-10-

• 

• 

• 



• 

• 

s . F. 

1 Sec. 23. Chapter five hundred twenty-three ,\ (S23A). Code 

2 1971, is repealed. 

3 EXPLANATION 

4 Tllis bill provides for the licensinq and requlation of 

5 persons who sell prearranged or prepairi funeral services and 

6 merchandise. 
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