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In Texas, a prepaid funeral contract
can be funded by a trust or by
insurance. A seller may offer one
or both funding types.

In a trust-funded prepaid funeral
contract, payments are placed in an
approved interest bearing restricted
bank account or formal trust account
to pay for the future costs of the
selected funeral goods and services.
Payments on the contract are made to
the seller.

In most trust-funded contracts, the
seller and the funeral provider are the

same entity.

In an insurance-funded prepaid

funeral contract, payments are used to
purchase an insurance policy or
annuity to pay for the future cost of
the selected funeral goods and
services. The Texas Department of
Insurance has approved many kinds of
insurance policies and annuities to
fund prepaid funeral contracts. An
application for insurance must be
completed at the same time as the
prepaid funeral contract. Payments on
the insurance policy or annuity
funding the contract are made to the
insurance company.

Questions and Answers on Other
Differences in the Funding Options

Do I get a refund if I cancel a
prepaid funeral contract?

Trust-Funded: Yes. In most cases,
you will get 90% of your payments
plus one-half of all interest earnings
for contracts purchased after

September 1, 2001.

Insurance-Funded: Yes. You must
cancel both the prepaid funeral
contract and the insurance policy or
annuity that funds it. You then receive
the cash surrender value of the policy
or annuity. The cash surrender value
varies, but is most often less than your
total payments.

Can a prepaid funeral contract be
transferred to another funeral
provider? Will the prices that were
frozen or guaranteed still be
honored?

Trust-Funded: The contract is not
transferrable. While you may assign
your trust account cancellation value
to a different funeral provider, the
new funeral provider is not obligated
to honor the prepaid funeral contract

prices agreed to by the original funeral
provider.

Insurance-Funded: Policy proceeds
may be reassigned to a different
funeral provider, but the new funeral
provider is not obligated to honor the
prepaid funeral contract prices agreed
to by the original funeral provider.

Can the payments total more than
the price of the prepaid funeral
contract?

Trust-Funded: In most cases no. If
the prepaid funeral contract is
financed over time, the seller may
charge interest. However, most sellers
do not charge interest.

Insurance-Funded: Yes they can,
depending upon factors like your age
and health when the contract is
purchased, date of death, and the type
of policy issued. The insurance policy
or annuity that funds the prepaid
funeral contract dictates the payments
to be made. The seller can calculate
the total payments to be made.



