
What is "Preneed"? 
"Preneed" is a term coined by the funeral  
industry to describe the arrangement and  
payment of a funeral prior to death. 
Obviously, if you are to have any say in it, 
you must plan in advance of your death. 
"Pre-arrangement" is also used 
interchangeably with "preneed," but one can 
prearrange  without prepaying.  
 
The marketing of preneed plans for funeral 
services and merchandise is increasingly  
prevalent. Everyone connected with the 
funeral industry is promoting preneed  
purchases. Various companies, including 
insurance companies, "for-profit cremation  
societies," and "preneed associations" flood 
the mail with advertising which touts the 
benefits of their preneed plans. 
 
There are a number of pitfalls, as well as  
options, about which consumers should be  
well- informed. Therefore, we say, "Let the  
buyer beware."  
 

Advantages of Pre-planning 
There are several advantages to pre-planning  
your funeral: 
• You may choose the type of funeral  

service you desire. 
• You will save your survivors from  

making choices during the stress of  
bereavement.  

• You can do comparison shopping at  
available mortuaries.  

• You can make knowledgeable and 
thoughtful decisions.  

• You will be stimulating family 
discussion, sharing, and decision-
making.  

Financing a Funeral 
There are three basic ways to set aside  
money for funeral arrangements: 
 
• Totten Trusts or Pay-on-Death Accounts. 
This is an individual trust or savings plan 
earmarked for one's funeral. The consumer 
controls the account and can withdraw from 
it at any time. Usually a sum of money equal 
to today's funeral costs is deposited in a 
passbook, certificate of deposit (CD), or 
money market account, payable to a 
beneficiary of your choice.  These funds will 
be available immediately at the time of death 
without the delay of probate. Accumulated 
interest should cover the cost increased by 
inflation. Annual interest is subject to income 
tax. 
 
• Regulated Trusts. All states, except the 
District of Columbia, regulate the sale of 
commercial trust agreements. Regulated trust 
laws generally provide for some degree of  
consumer protection, specifying the portion 
of your money which must  be deposited in a 
bank or savings and loan. Some states require 
100% trusting and do not leave money in the 
hands of the mortician. Unless designated as 
"irrevocable," individual savings and 
regulated trusts are subject to claim by the 
state if you receive SSI or Medicaid.    
 
• Insurance-Funded Plans. Life insurance  
or an annuity contract may provide for an  
ever-increasing death benefit to account for 
inflation, but insurance does not usually grow 
as fast as money in the bank. Morticians 
often sell such insurance and expect to be 
named the beneficiary. Other insurance plans 
advertised as "preneed plans" are not tied to 
specific funeral goods and services. They are 
simply life insurance, and you may choose 

the beneficiary you  want to control the use 
of the funds. Insurance may be more portable 
than other pre-paid plans if you die while 
traveling or move.  
 

Advantages of Pre-paying 
By paying in advance you may: 
• Ensure that money is available for your  

funeral service. 
• Provide peace of mind if you have no  

others to make final arrangements.  
• Set funds apart from other assets if you  

are applying for Medicaid. 
 
Comparison shopping is important when  
choosing funeral arrangements. The costs  of 
such items as caskets or "professional  
services" vary dramatically from mortuary  to 
mortuary. Compare prices from at least three 
funeral homes. You are entitled by law to be 
provided with a detailed price list or given 
prices over the phone. If you are not sure 
what is included in "professional services," 
be sure to ask.  
 

Watch Out For Pitfalls! 
Disadvantages of paying in advance: 
• In many states, if you move, die while 

traveling, or simply change your mind—  
from body burial to cremation, perhaps— 
you will not receive a full refund 
including the  interest. 

• Money paid today may not cover inflated 
future funeral costs, resulting in possible 
substitution of cheaper merchandise or 
additional money from survivors (just 
what you tried to avoid).  

• On the other hand, as more low-cost 
discount funeral homes open up (as we 
are beginning to see), the price may go 
down. 



• Money you pay today for funeral 
arrangements may be needed for 
emergencies.  

 
More Pitfalls 

• If payment is made in installments and  
you do not complete the payments, your  
refund may be reduced by a sales charge 
which could be as high as 30%.  

• Cash value on insurance is pennies on the 
dollar. 

• The seller of today's funeral services may 
not be in business at the time of your 
death.  

• In many states, part or all of the interest  
earned on your account may be 
withdrawn each year by the seller as part 
of his administrative fees.  

• Your survivors may not be aware you 
have prepaid for your funeral.  

 
 

Significant Considerations 
Before you buy a prepaid funeral, consider 
these things: 
 
• Your plan should allow for a full refund 

with little or no penalty.  
• Your money should be safe, as in a 

federally insured bank. Funeral insurance 
plans are not as tightly governed, so take 
extra caution. 

• Your plan should be transferable if you  
move.  

• Some funeral homes no longer guarantee 
that your payment will cover the 
arrangement in full. 

 
 

Medicaid Spend-down 
If you anticipate that you will need to spend 
down your assets to qualify for Medicaid, the 
state of Washington allows you to set aside a 
funeral fund of $1,500. in addition to $2,000. 
in assets.  If your desire is to be cremated, 
$1,500 is more than adequate to cover those 
expenses.  The simplest thing is to set this 
money aside in a special bank account—Pay 
on Death or Totten Trust.  Only if you desire 
burial, may it be advantageous to purchase a 
pre-paid funeral plan.  Burial costs can be 
significantly more than the $1,500 allowed 
under Medicaid rules.  Reasonable burial 
funds would be exempted from Medicaid if 
funded through an irrevocable trust or 
insurance policy. 
 

Conclusion 
We heartily endorse the idea of pre-planning  
your funeral. However, be very cautious about 
pre-paying for your final arrangements. Maintain 
control over your funds to assure they will finance 
your funeral when the time comes, and to confirm 
your money is protected. These are considerations 
of paramount importance. We provide you with 
this information to assist you with the research, 
but the final decision is yours. 
 
 
 
 
 
 
 
 
 
 

© 2006 Funeral Consumer’s Alliance 
www.funerals.org 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2005 

 
Prepaying Your 

Funeral 
 

Benefits & Dangers 
 
 

             

 

 
 

 
 
 
 

Distributed by the 

PMA Education Fund 
155 NE 100th St. Suite 307 

Seattle, WA 98125 
206-325-0489 

 
www.peoplesmemorial.org 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /KOR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe7f6e521b5efa76840020005000440046002065876863ff0c5c065305542b66f49ad8768456fe50cf52068fa87387ff0c4ee575284e8e9ad88d2891cf76845370524d6253537030028be5002000500044004600206587686353ef4ee54f7f752800200020004100630072006f00620061007400204e0e002000520065006100640065007200200035002e00300020548c66f49ad87248672c62535f0030028fd94e9b8bbe7f6e89816c425d4c51655b574f533002>
    /CHT <FEFF4f7f752890194e9b8a2d5b9a5efa7acb76840020005000440046002065874ef65305542b8f039ad876845f7150cf89e367905ea6ff0c9069752865bc9ad854c18cea76845370524d521753703002005000440046002065874ef653ef4ee54f7f75280020004100630072006f0062006100740020548c002000520065006100640065007200200035002e0030002053ca66f465b07248672c4f86958b555f300290194e9b8a2d5b9a89816c425d4c51655b57578b3002>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


