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DEATH SERVICES

State Regulation of the Death Care Industry Varies
and Officials Have Mixed Views on Need for Further
Federal Involvement

What GAO Found

The extent to which the federal and state governments regulate the death care
industry—funeral homes, cemeteries, crematories, pre-need funeral plans, and
third party sales of funeral goods—varies, as does the extent to which regulation
has changed since GAO last reported on the regulation of the death care industry
in 2003. The Federal Trade Commission (FTC) continues to annually conduct
undercover shopping at various funeral homes to test compliance with the
Funeral Rule. Of the over 2,400 funeral homes that the FTC shopped since 1996,
the FTC reported an overall compliance rate of about 85 percent. With respect to
state regulation, consistent with GAO’s findings in 2003, the way in which states
regulate the industry varies across industry segments and states. Also, the extent
to which state regulators reported that they had specific rules or regulations for
each industry segment in both 2003 and 2011 varied. Most consistent across
states in both years was reporting that there were specific rules or regulations for
funeral homes (94 and 95 percent in 2003 and 2011, respectively). In contrast,
77 percent of state regulators of cemeteries reported that their states had specific
rules or regulations for cemeteries in 2003, and 88 percent reported this in 2011.
Certain state regulators also reported that their states made various statutory or
regulatory changes since 2003, primarily to clarify legislation or regulation or to
enhance consumer protections, and that they believe these changes
strengthened their regulatory program to varying degrees. State regulators
reported that these changes came about for a variety of reasons, including
accounts of desecration of human remains or proposals from state agencies and
industry groups.

State regulators’ views on the need for additional federal and state regulation of
the industry varied, as shown in the figure below.

State Regulators’ Views on the Need for the Federal and State Governments to Take a More
Active Role in Regulating the Death Care Industry, as Reported in 2011

The FTC provided technical comments, which GAO incorporated where
appropriate.
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Special Committee on Aging
United States Senate

The Honorable G.K. Butterfield

Ranking Member

Subcommittee on Commerce, Manufacturing and Trade
Committee on Energy and Commerce

House of Representatives

The Honorable Bobby L. Rush
House of Representatives

In recent years, the media has reported on instances of desecration of
graves and human remains at cemeteries and, in at least one instance,
reported that at Burr Oak Cemetery in lllinois, bodies were removed from
graves and the sites were resold. Concerns have also arisen over the
sale and management of pre-need plans—plans that involve the
prepayment and prearrangement of funeral and cemetery goods and
services to be provided at the time of death—because of allegations of
the mishandling of funds.' Aside from the Federal Trade Commission’s
(FTC) Funeral Rule—a rule that affords consumers certain rights when
making funeral arrangements, such as requiring funeral providers to
provide price lists to consumers—the federal government generally does
not regulate the marketing practices of the death care industry, which
includes businesses that provide funeral and cemetery goods and
services.? Recent concerns have inspired a discussion regarding whether
the federal government should take a greater role in regulating various
segments of the death care industry. For example, federal legislation
introduced in March 2011—the Bereaved Consumer’s Bill of Rights Act of

' For more information on pre-need plans and reported incidents regarding these plans,
see app. Il.

2 See 16 C.F.R. pt. 453 (codifying the FTC’s Trade Regulation Rule on Funeral Industry
Practices, commonly referred to as the “Funeral Rule”).
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2011—would, if enacted, expand the FTC’s role in protecting consumers
in arranging death care transactions, including services at cemeteries.?

The death care industry encompasses (1) funeral homes, (2) cemeteries,
(3) crematories, (4) pre-need plans, and (5) third party sales of funeral
goods.* Our prior work on the death care industry found that most
regulation of the industry occurred at the state level and that states varied
in their approaches to regulating the death care industry. We reported in
both 1999 and 2003 that it is not possible to determine the extent of the
problems in the death care industry since accurate data on the number
and types of consumer complaints made against the industry were not
available.® However, in light of recent concerns over instances of
wrongdoing and allegations of mismanagement within the industry, you
asked us to update our previous work on state and federal regulation.
This report follows up on our previous work and discusses (1) how the
federal and state governments regulate the death care industry, and how
regulation has changed since 2003, and (2) to what extent regulators
believe that more regulation is needed.

To address our objectives, we analyzed the FTC’s Funeral Rule, as well
as proposed federal legislation relevant to the death care industry—the
Bereaved Consumer’s Bill of Rights Act. We also analyzed FTC
documents to gain a better understanding of the Funeral Rule, such as
reports on funeral providers’ compliance with the Funeral Rule and
consumer and industry guides. We also contacted the National
Association of Attorneys General to obtain perspectives on states’
coordination with the FTC. Further, we reviewed national association
documents relevant to the management and regulation of the industry,
such as model guidelines and consumer guides. In addition, we
interviewed officials from the FTC and six national associations to obtain
their views on the level of state and federal regulation, how it has

3 See H.R. 900, 112th Cong. (1st Sess. 2011). A substantially similar bill had been
introduced in September 2009. See H.R. 3655, 111th Cong. (2d Sess. 2009).

4 Third party sellers of funeral goods includes retailers of caskets, urns, monuments, that
are not affiliated with a funeral home or cemetery.

5 GAQO, Funeral-Related Industries: Complaints and State Laws Vary, and FTC Could
Better Manage the Funeral Rule, GAO/GGD-99-156 (Washington, D.C.: Sept. 23, 1999),
and Death Care Industry: Regulation Varies across States and by Industry Segment,
GAO-03-757 (Washington, D.C.: Aug. 25, 2003).
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changed, and what more, if anything, is needed.® We also surveyed state
regulators from all 50 states that have responsibility for regulating or
oversight of each of the five death care industry segments to gather
information on each state’s regulatory efforts and their views on the
current level of regulation.” To do this, we gathered information from a
variety of industry sources to identify state regulators for each the five
industry segments in all 50 states, contacted each state regulator to
confirm their information, and then distributed a total of 250 surveys—one
survey for each of the five industry segments in all 50 states. Our
surveys, which were administered from April 2011 through June 2011,
were designed to garner responses to many of the same questions we
asked in our 2003 survey of state regulators to enable us to determine
whether there had been changes in states’ approach to regulating the
various segments of the industry.® We received a response rate of 78 to
84 percent for each of our surveys.® Finally, we collected more specific
information from state regulatory officials and state industry and
consumer association representatives in five states—Colorado, lllinois,
Oregon, Tennessee, and Wisconsin. We selected these states based on
the results of our preliminary work, including whether legislative or
regulatory changes had been made or proposed and whether any major
incidents or issues related to the death care industry had occurred in this

6 We interviewed officials from the following associations: the (1) Cremation Association of
North America; (2) Funeral Consumers Alliance; (3) International Cemetery, Cremation,
and Funeral Association; (4) International Conference of Funeral Service Examining
Boards; (5) North American Death Care Regulators Association; and (6) National Funeral
Directors Association. We also contacted the National Association of Insurance
Commissioners to obtain information on pre-need insurance plans, but an official from the
association stated that it had limited information on the issue because pre-need is not
considered a separate line of business from other insurance programs. We selected
associations based on referrals from FTC staff and our preliminary discussions with
industry officials.

7 We did not include the District of Columbia in our 2003 survey and, as a result, did not
include the District of Columbia in our 2011 survey either since we planned to compare
survey responses from both years.

8 our surveys primarily asked state regulators to provide current information on the
regulation of the industry. However, some questions asked regulators to provide data
since 2003, some asked questions for data since 2008, and other questions asked about
specific data for each year in 2008, 2009, and 2010.

9 All but two states—Michigan and New Hampshire—responded to at least one of our five
surveys. We did not independently verify the accuracy or completeness of the responses
to the surveys. This report does not contain all the results from the surveys. The surveys

and a more complete tabulation of the results can be viewed at GAO-12-91SP.
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Background

state in recent years. For each of these states, we reviewed relevant
documents, such as death care related statutes and regulations, task
force and audit reports, and position papers to better understand (1) how
their state regulates the industry; (2) what, if any, concerns exist; and

(3) how, if at all, requirements have changed. In addition, within these
states, we interviewed officials from a total of eight regulatory entities,
seven industry-related state associations, two consumer-oriented state
associations, and an attorney general’s office.'® Because we used
nonprobability sampling to select case study states, the information we
obtained from these five states cannot be generalized to all states.
However, the case studies provided us with additional information on how
states regulate the industry.

We conducted this performance audit from October 2010 to December
2011 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives. Additional details on our
survey methodology are contained in appendix I.

Regulatory Roles

Funeral homes, cemeteries, crematories, pre-need plans, and third party
sales of funeral goods are all various segments of the death care
industry, and the federal and state governments both have a role in
regulating the industry. In 1999 and 2003, we reported on various aspects
of federal and state regulation of the death care industry.'” Among other
things, we stated that with respect to the federal government’s role in
regulating the death care industry, aside from the FTC’s Funeral Rule,
there is no other regulation that specifically addresses the marketing
practices of the death care industry at the federal level; most regulatory

0 |n each of these states, we selected the regulatory entities that had regulatory
responsibilities over the industry. We selected associations based on referrals from state
regulators and national associations.

" GAO/GGD-99-156 and GAO-03-757.
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responsibilities regarding the industry are handled at the state level.’? The
FTC’s Funeral Rule, which became fully effective in April 1984, provides,
among other things, that consumers are entitled to price information
about funeral goods and services before they purchase them, which
would enable the consumer to use the information for comparative
shopping if he or she wishes. For example, the Rule declares it an unfair
or deceptive act or practice for funeral providers—that is, any business
that sells or offers to sell both funeral goods and funeral services to the
public—to (1) fail to furnish accurate itemized price information to funeral
consumers; (2) misrepresent federal, state, local, or other requirements
related to the provision of funeral goods and services; (3) require
consumers to purchase items they do not want to buy; and (4) embalm
deceased human remains for a fee without authorization.’® Thus, among
other things, compliance with the Funeral Rule requires that funeral
providers furnish consumers with various price lists. For example, at the
beginning of the discussion about arrangements for funeral goods and
services, funeral providers must provide the consumer an itemized
general price list. Funeral providers must also provide the consumer a
casket price list before showing casket options. FTC staff opinions have
also clarified various aspects of the Funeral Rule. For example, FTC staff
opinions have provided that if a consumer purchases a casket from a
third party vendor, a funeral provider cannot require a consumer’s
presence when the casket is delivered to the funeral home or charge a
fee for certain services, such as storage of third-party caskets delivered a
few days before they are needed.

Beginning in October 1994, the FTC initiated a test-shopping enforcement
approach, called sweeps, targeting funeral homes in a particular region,
state, or city. Under this approach, FTC staff in its regional offices, state
investigators (such as those from offices of state attorneys general), or
other volunteers (such as members of AARP—formerly known as the
American Association of Retired Persons)™ pose as consumers of funeral
goods and services—thereby simulating a funeral transaction—to
determine if the funeral home is in compliance with the Rule. In 1996, the

2 GAO-03-757.

3 See 16 C.F.R. §§ 453.2 (price disclosures); 453.3 (misrepresentations); 453.4 (required
purchase of funeral goods or funeral services; and 453.5 (services provided without prior
approval).

4 AARP s a nonprofit, nonpartisan membership organization for people age 50 and over.
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FTC implemented the Funeral Rule Offenders Program as a nonlitigation
alternative to civil penalty actions for Rule violations.' Under this
program, violators of the Funeral Rule are offered the option to attend the
Funeral Rule Offenders Program. Those who choose to enroll in the
program must agree to make voluntary payments to the U.S. Treasury
equal to 0.8 percent of their average annual gross sales over the prior 3
years and participate in training designed to teach them how to comply
with the Rule.

According to FTC staff, funeral homes are the segment of the death care
industry most affected by the Funeral Rule, but federal legislation has
been introduced that if enacted, could expand the scope of federal
regulation. Since the Funeral Rule only applies to businesses providing
both funeral goods and services, it tends to apply to funeral homes and
not other segments of the death care industry that may provide either only
merchandise or only services.'® Under the proposed Bereaved
Consumer’s Bill of Rights Act of 2011, other segments of the death care
industry, including cemeteries, would fall under federal regulation, and
would further authorize both the FTC and state-level enforcement of the
rules prescribed in accordance with the bill.'” Specifically, the bill would
require the FTC to prescribe rules that, among other things, (1) require
cemeteries to disclose their written rules and regulations in a timely
manner; (2) require clear and conspicuous disclosure of all fees and costs
to be incurred in the future or at the time funeral goods or services are
provided, and for any penalties that may be incurred for cancellation of
prepaid contracts or transfer of them to other providers; and (3) require
cemeteries to retain all extant records. The Bereaved Consumer’s Bill of

5 See 15 U.S.C. § 57b (authorizing FTC to commence a civil action against any person,
partnership, or corporation for violating any rule prohibiting unfair or deceptive acts or
practices in a U.S. district court or any court of competent jurisdiction of a state).

6 A 2009 FTC opinion (Opinion 09-1), explained that while the Funeral Rule generally
does not apply to cemeteries, there may be some circumstances in which commercial
cemeteries are funeral providers and are obliged to comply with the Rule. For example, if
a commercial cemetery provides funeral services and offers or sells funeral goods, it
would be obligated to comply with the Rule. A 2008 FTC opinion (Opinion 08-1) provided
that a crematory must comply with the Funeral Rule if it offers and sells cremation
services and any funeral goods, such as caskets, alternative containers, or urns.
According to a 2004 FTC guide, the Funeral Rule also applies to pre-need and at-need
funeral arrangements. Sellers of pre-need contracts that act on behalf of a funeral home,
but do not provide funeral goods and service, must comply with the Rule.

7 See H.R. 900, 112th Cong. (1st Sess. 2011).
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Rights Act was referred to the House Committee on Energy and
Commerce, Subcommittee on Commerce, Manufacturing and Trade, in
March 2011, and no further action has been taken as of November 2011.

We also reported in 2003 that states vary in their approach to regulating
the various segments of the death care industry, and that not all
segments are subject to regulation in each state.’® A 2009 FTC consumer
guide provides an example of this, stating that laws of individual states
govern the prepayment of funeral goods and services but that protections
vary widely from state to state and some states offer little or no effective
protection. In addition, some states have incorporated the Funeral Rule or
aspects of the Funeral Rule into their statutes.

Consumer Costs and
Industry Trends

While accurate national data are not readily available on how much
consumers spend each year on death care transactions, in 2010, AARP
reported that funeral expenses are one of the most expensive events in a
person’s life. The FTC reported in 2009 that a traditional funeral costs
about $6,000, but that many funerals can cost well over $10,000.
According to the National Center for Health Statistics, there were over 2.4
million deaths registered in the United States in 2007—the most recent
year for which final data were available.' The Casket & Funeral Supply
Association of America estimated that about 73 percent of the
approximately 2.4 million deaths in 2007 resulted in a traditional casket
burial. The National Funeral Directors Association reported that the
average adult funeral cost was $6,560 in 2009.2° Multiplying this figure by
1,752,000 (73 percent of the approximately 2.4 million deaths in 2009)
provides an estimate of over $11.5 billion spent on funeral costs in the
United States in 2009.

Although the Casket & Funeral Supply Association of America reported
that the majority of people selected burial as the means of final
disposition in 2007, trends in other methods of disposition are

8 GAO-03-757.

19 National Center for Health Statistics preliminary data show 2,473,018 deaths for 2008
and 2,436,682 deaths for 2009.

20 This average excludes cemetery costs, including the cost of an outer burial container

(such as a vault or a grave liner) that is required by many cemeteries, monument or
marker costs, and miscellaneous cash-advance items, such as flowers and obituaries.
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increasing—such as cremations or burials that that have minimal
environmental impact. According to the Cremation Association of North
America, the number and percentage of cremations is increasing, and the
association projects that the national average could be over 55 percent by
2025. Several state and industry officials stated that the increase in
cremations can partially be attributed to the downturn in the economy and
increased social acceptance of cremation. With the rise in cremations,
officials from the Cremation Association of North America stated that the
weakened economy has contributed to crematories hiring cheap,
untrained labor, which may create accidents or problems and that
regulation of this segment of the industry has not kept pace with the
increase in cremations. In addition, the use of environmentally friendly or
“green” services or burials has received increasing media coverage, and
some states have begun to discuss this issue and have proposed or
passed legislation specifically addressing environmentally friendly or
green burials. Examples of environmentally friendly burials can include
the use of caskets or urns that are nontoxic and biodegradable and
burials at “green” cemeteries in which the landscape is left in a natural
state.

Finally, although media reports provide examples of incidents that have
occurred in the industry, it is not possible to determine how prevalent
these issues are across the death care industry. Our 1999 and 2003
reports on the death care industry found that comprehensive information
on consumer complaints was not available because, among other
reasons, (1) consumers can complain to a variety of entities and these
entities may compile complaint data in various manners and (2) no single
entity collects and compiles all complaint data.?' Further, we reported that
not all consumers who experience problems may file a complaint. For
example, in our 1999 report, we stated that officials from organizations at
all levels told us that factors, such as the emotional component of death,
may inhibit a consumer from making a complaint. The challenges in using
consumer complaints to determine the extent of the problems that may
occur in the death care industry remain the same today.??

21 GAO/GGD-99-156 and GAO-03-757.

22 According to FTC staff, the agency has a Consumer Sentinel law enforcement
database designed to be a central location for all consumer complaints, including
complaints concerning the death care industry. The FTC staff said they are trying to get
more agencies to use the database, but currently not everyone is using it.
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Federal and State
Regulation of the
Death Care Industry
and the Extent to
Which It Has Changed
Vary

Federal Regulatory
Structure Largely
Unchanged

The Funeral Rule has not changed since it went into effect in1994, and
according to FTC staff, implementation of the Funeral Rule has generally
remained the same since we last reported on the Rule in 2003. The FTC
conducts undercover shopping through enforcement sweeps of funeral
homes to ensure compliance with the Funeral Rule and to maintain
consumer confidence.?? Since the Funeral Rule Offenders Program was
introduced in 1996, the FTC has shopped over 2,400 funeral homes of
the approximately 20,000 funeral homes that FTC staff stated are in the
United States.?* The FTC reported an overall compliance rate of about 85
percent for all the sweeps conducted since 1996. Since 2004 through
2010, the yearly compliance rate fluctuated from 72 to 91 percent, as
shown in table 1. FTC staff stated that they have no reliable basis to
determine why the compliance rate is lower in recent years.

2 The sweeps involve staff from the FTC’s regional offices, who pose as consumers and
visit funeral homes in a particular urban or rural geographic area to determine whether
they are in compliance with the Funeral Rule.

24 Some funeral homes have been shopped more than once.
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|
Table 1: Number of Funeral Homes Shopped by the FTC, Number of Funeral Homes Found to Be Compliant or Noncompliant,
and Associated Compliance Rates, 2004-2010

Number of funeral homes Number of funeral Number of funeral
Year sweeps were conducted at homes in compliance  homes not in compliance Compliance rate
2004 72 62 10 86%
2005 71 63 8 89%
2006 117 106 11 91%
2007 174 148 26 85%
2008 104 78 26 75%
2009 175 126 49 72%
2010 126 91 35 72%

Source: GAO analysis of Federal Trade Commission data.

When the Funeral Rule was first implemented, FTC staff stated that the
typical violations they identified were related to not providing, or not
providing in a timely manner, the general price list.?> However, staff stated
that this is much less of an issue today and that they now tend to uncover
more issues with funeral homes not providing a casket price list before a
consumer is shown caskets.?® FTC staff stated that in 2007, they directed
staff in their regional offices to conduct sweeps of funeral homes that had
previously participated in the Funeral Rule Offenders Program. Of the 34
funeral homes that have since been revisited, FTC staff stated that most
were in compliance with the Rule, but they are addressing compliance
issues at a few of the funeral homes.?’ In 2011, the Department of
Justice, at the request of the FTC, charged two funeral homes with
violating the Funeral Rule. The FTC is seeking civil penalties against
these funeral homes because they failed to provide consumers with price
lists during an FTC sweep. According to FTC staff, these are the second
and third cases (and the first since 1999) to be litigated since the Funeral
Rule Offenders Program was implemented.

25 The FTC does not maintain aggregate, national data on violations identified during
sweeps. These data are maintained at the regional offices.

26 |n addition, FTC staff stated that they received complaints from third party sellers about
funeral homes not accepting caskets. However, when FTC staff pursued the leads, they
were unable to obtain sufficient evidence to support a law enforcement action.

27 As of September 2011, information on these cases has not been released publicly
because the cases are still open.
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As we also reported in 1999,28 FTC staff stated in September 2011 that
they have coordinated with the states’ attorney general’s offices to
conduct sweeps of funeral homes for Funeral Rule compliance and that
this coordination has been positive. However, the FTC also noted that in
some states, the attorney general’s offices do not have the resources to
assist with the sweeps. Of the three states’ attorney general’s offices we
contacted that had helped the FTC conduct sweeps in their respective
states, all generally reported that the coordination efforts were positive.
Further, officials from two offices stated that their involvement in the
sweeps required minimal resources from their offices, but an official from
another office stated that their office’s coordination resulted in about 75
hours worth of staff time and about $2,000 in travel expenses. According
to one attorney general’s office, the last funeral sweep it conducted with
the FTC occurred around the year 2000, and officials stated that it was
beneficial in that it identified violations, highlighted the importance of
complying with the Funeral Rule for providers, and helped to educate
consumers. According to an official from another state’s attorney
general’s office, their office coordinated with the FTC on sweeps of
funeral homes twice—once in 1995 and once in 2010—and noted that
these efforts were valuable because they helped identify issues that may
not have been brought to their attention otherwise. However, an official
from this office also noted that funeral home sweeps could be done more
systematically—possibly selecting funeral homes based on a sampling
method—and more frequently.

In our 1999 report, we recommended that the FTC review possible
approaches to determine the most cost-effective means for the FTC to
conduct sweeps that would result in both a more convincing sample of
funeral providers and implement a plan for carrying out such an approach
in a systematic manner.?® In August 2003, FTC staff told us that that they
constantly evaluate the methods by which the Funeral Rule may be
enforced and reported that they make decisions about their approach
yearly as part of their strategic plan. In September 2011, FTC staff stated
that they continue to discuss Funeral Rule sweeps as part of their
strategic planning, and as such, hold conference calls with each region to
discuss where they will conduct sweeps. Furthermore, FTC staff stated
that their goal is to conduct sweeps at a variety of funeral homes in

28 GAO/GGD-99-156.
29 GAO/GGD-99-156.
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various locations. However, according to these staff, the number of
sweeps they conduct is also driven by resources, including the availability
of staff to conduct the sweeps and funds so that staff can travel to various
locations. They explained that funeral home sweeps can be resource
intensive because staff who pose as shoppers have to travel to the area
of the sweep to physically visit funeral homes, gather the information and
record it shortly after the visit is conducted, reshop the funeral home if
violations are uncovered, and then take any necessary actions to secure
compliance.

State Regulation of the
Industry Varies by State
and Industry Segment

States vary in their approach to regulating the death care industry across
states and across industry segments. Overall, most of the state regulators
we surveyed reported having rules or regulations specific to funeral
homes, cemeteries, crematories, and pre-need sellers; however, more
than two-thirds of the state regulators who responded to our 2011 survey
reported that they did not have rules or regulations specific to third party
sellers of funeral goods, as shown in figure 1.
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Figure 1: Number of State Regulators Who Responded to Our 2011 Surveys and
Number Who Reported That Their State Has Specific Rules or Regulations

Further, as highlighted by state regulators from our case study states,
what it means to regulate can vary from state to state. For example, in
Colorado, funeral homes are required to register with the state but funeral
directors and embalmers are not, while in Tennessee, funeral homes,
funeral directors, and embalmers are all required to be licensed, and
funeral homes are to be inspected once a year. The following sections
provide more specific information on the regulation of each segment of
the death care industry—(1) funeral homes, (2) cemeteries,

(3) crematories, (4) pre-need funeral plans, and (5) third party sellers of
funeral goods. Much of the information below was obtained through our
surveys of state regulators, and although we obtained about an 81
percent average response rate on our five surveys, not every state
regulator provided a response to each question. As a result, the total
number of respondents for each question may vary.
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Funeral Homes, Funeral
Directors, and Embalmers

See appendixes lll through VII for more detailed information on the five
case study states’ regulation of each of the industry segments.* To view
the surveys and the responding state regulators’ answers to the survey
questions, go to GAO-12-91SP.

As stated above, the majority of state regulators reported having specific
rules or regulations that address all funeral homes that operate in their
states. Specifically, of the 40 state regulators who responded to our 2011
survey on the regulation of funeral homes, 38 reported having specific
rules or regulations.®' Arizona was the only state that reported that some
funeral homes were exempt from regulation, specifically, funeral homes
on tribal grounds. State regulators who provided data on the number of
funeral homes in their states reported having between 18 and 1,874
funeral homes operating in their states in 2011.

In addition, the majority of state regulators also reported that funeral
homes, funeral directors, and embalmers are required to be licensed in
their respective states.®? For example, of the state regulators who
responded to these issues on our survey, 37 of the 38 reported that
funeral homes are required to be licensed. State regulators reported that
licenses were required to be renewed at various frequencies, if at all,
although most reported that licenses had to be renewed every at least
once every 1 or 2 years. In four of our five case study states, funeral
directors and embalmers are required to obtain a license to operate and
such applicants are generally required to (1) pay a fee, (2) pass an exam,
(3) obtain some level of education, and (4) have some experience—which
may be as an intern or an apprentice. Licensees in each of these four
states are required to renew their licenses once every 2 years.

30 For each of these appendixes, we group information for each of the industry segments
into several categories, such as licensing requirements and inspection and audit
requirements. Each state may use different terminology and we explain this in the
appendix text, but for consistency, the categories are generally the same across each of
these appendixes.

31 One of the state regulators who reported not having specific rules or regulations
addressing funeral homes did, however, report that the state has specific rules and
regulations addressing funeral directors and embalmers.

%2 |n some states, such as lllinois, Indiana, and Pennsylvania, state regulators reported
that one license covers both funeral directors and embalmers.

Page 14 GAO-12-65 Death Services


http://www.gao.gov/products/GAO-12-91SP�

With respect to inspections, 35 of the 38 state regulators who responded
to this issue on our survey reported that the inspection of funeral homes
was required, although the frequency of these required inspections
varied. In our case study states, for example, Oregon requires that funeral
homes be inspected every 2 years and Tennessee requires funeral
homes to be inspected once a year.*® In Colorado and lllinois, state
regulators stated that funeral homes are not inspected on a regular basis,
although regulators have the authority to do so. Further, the 32 state
regulators who responded to our question regarding the number of
inspectors they have reported having between one and nine inspectors.
However, only 1 of the 26 state regulators who provided information on
the percentage of time their inspectors spend inspecting funeral homes
reported that the state’s inspectors spend 100 percent of their time
inspecting funeral homes.3*

As a result of inspections or other enforcement mechanisms, state
regulators reported identifying a wide variety of violations and taking
various types of enforcement actions against funeral homes, funeral
directors, and embalmers. Of the 38 state regulators who responded to
this issue on our survey, 33 reported tracking violations of funeral homes,
funeral directors, and embalmers. Twenty-two state regulators provided
data on the approximate number of violations identified since 2008, with
14 reporting that there were fewer than 40 violations in their respective
states.® Of the 26 state regulators who provided narrative responses to
our survey about the most frequent violations they identified, the most
frequent were violations related to licensing, such as unlicensed or
unregistered practice, with 10 state regulators reporting this as being a
common violation. Other violations reported by state regulators included

33 In Tennessee, for example, inspectors use a standard report form in conducting
inspections and inspect for cleanliness, proper documentation of licensing records, and
Funeral Rule compliance, among other things. In addition, inspectors will compare the
funeral homes’ price lists to invoices for a select number of sales to ensure that funeral
homes are charging according to their price lists.

34 State regulators who responded to this issue generally reported that inspectors also
spend some of their time inspecting other facilities or conducting other work. Other
facilities that inspectors were reported to inspect include crematories, cemeteries, and
food establishments. Other work that state regulators reported that inspectors conducted
included licensing and administrative work.

35 Of the remaining state regulators who provided responses, 4 reported that there were
between 100 and 200 violations, 3 reported between 300 and 500 violations, and 1
reported over 1,800 violations since 2008.
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Cemeteries and Cemetery
Operators

those related to unprofessional conduct, FTC Funeral Rule violations,
reporting deficiencies, and service issues.*® Finally, 34 of 38 state
regulators who responded to our question about taking enforcement
actions against funeral homes, funeral directors, or embalmers reported
that they have taken some actions since 2008, including actions ranging
from notices of non-compliance and letters of reprimand to suspension of
licenses and civil or criminal prosecutions.

States also varied in the number of consumer complaints they received
regarding funeral homes, funeral directors, and embalmers. Of the 39
state regulators who responded to this issue on our survey, 33 reported
that their state tracks data on consumer complaints. For the years 2008,
2009, and 2010, state regulators reported that their state received
between 0 and 300 complaints, approximately, each year—although the
vast majority reported that their state received fewer than 100 complaints
each year.?” Common complaints reported in our case study states
included unlicensed practice, overcharging, and customer service
concerns. Further, conducting investigations of legitimate consumer
complaints was most frequently reported by state regulators who
responded to our survey as being the consumer protection that was most
effective in protecting consumers.

Most state regulators reported having specific rules or regulations that
address some cemeteries that operate in their states. Specifically, of the
42 state regulators who responded to our 2011 survey on the regulation
of cemeteries, 37 reported having rules or regulations specific to
cemeteries. Further, of the 36 state regulators who responded to the
qguestion regarding whether all cemeteries are subject to state regulation,
29 reported that some cemeteries were exempt from regulation in their
state. Examples of cemeteries that were exempt from regulation in some
states include religious, municipal, family, private, and public cemeteries.

36 States do not necessarily categorize violations in the same manner, and not all states
track violations in the same manner.

37 Specifically, of the state regulators who provided data on the number of complaints the
state received each year, 20 of 24 reported fewer than 100 complaints in 2008, 19 of 25
reported fewer than 100 complaints in 2009, and 21 of 26 reported fewer than 100
complaints in 2010. Not all the state regulators who reported tracking data on consumer
complaints provided the total number of complaints for each year. In addition, consumers
may have submitted complaints to an agency other than the state regulatory agency that
responded to our survey.

Page 16 GAO-12-65 Death Services



The number of cemeteries operating in the states is not always known, as
18 of the 37 state regulators who responded to this issue reported that
they did not maintain data on the number of cemeteries that operate in
their states. Five state regulators provided data on the number of
cemeteries that operated in their states—reporting having as few as 124
to as many as 3,600 cemeteries operating in their states.

In addition, many state regulators reported that some cemeteries and
cemetery operators are required to be licensed in their respective states.
Specifically, of the state regulators who responded to these issues on our
survey,

o 22 of the 37 reported that some but not all cemeteries are required to
be licensed, 10 reported that no license is required, 4 reported that all
cemeteries are required to be licensed, and 1 checked “No
response”® and

o 20 of the 37 reported that cemetery operators are not required to be
licensed, 11 reported that some but not all cemetery operators are
required to be licensed, 1 reported that all are required to be licensed,
and 5 checked “No response.”3°

State regulators reported that licenses were required to be renewed at
various frequencies, if at all. In our case study states, for example,
Tennessee requires cemeteries to renew their license once a year, while
Oregon requires cemeteries to renew their licenses once every 2 years.

With respect to inspection, 21 of the 37 state regulators who responded to
this issue on our survey reported that inspections of cemeteries were not
required, and those that did require them reported that the frequency of
the required inspections varied. In our case study states, for example,
Oregon requires cemeteries to be inspected once every 2 years, while in
Wisconsin state regulators have the authority to conduct inspections, but
according to Wisconsin regulators, these are not done on a regular basis.

38 For example, some state regulators who responded that some but not all cemeteries
were required to be licensed noted that some cemeteries, such as religious, public, family,
and municipal cemeteries, were exempt from their state’s licensing requirements.

39 In those states in which cemetery operators were not required to be licensed, state
regulators provided additional clarification on their state’s requirements. For example, two
state regulators reported that although cemetery operators did not need to be licensed,
they were required to be registered.
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The 12 state regulators who responded to our survey question regarding
the number of inspectors available to inspect cemeteries reported having
between zero and nine inspectors. However, 1 of the 11 state regulators
who provided information on what percentage of their time their
inspectors spend inspecting cemeteries reported that their inspectors
spend 100 percent of their time inspecting cemeteries.*°

As a result of inspections or other enforcement mechanisms, state
regulators reported identifying a variety of violations and taking various
types of enforcement actions against cemeteries and cemetery operators.
Of the 34 state regulators who responded to this issue on our survey, 18
reported tracking violations of cemeteries and cemetery operators, and 11
reported on the approximate number of violations identified since 2008—
which ranged from 0 to 122 in their respective states.*' Of the 16 state
regulators who provided narrative responses to our survey about the most
frequent violations they identify, violations included those related to

(1) record keeping, (2) maintenance, (3) unprofessional conduct, and

(4) licensing.*? Finally, 22 of 36 state regulators who responded to our
question about taking enforcement actions against cemeteries or
cemetery operators reported that they have taken some actions since
2008, including actions ranging from notices of non-compliance to
monetary fines and civil or criminal prosecutions. However, as pointed out
by one of our case study state regulators, although they receive
complaints about cemetery maintenance issues, these issues don'’t
normally develop into an actual case that could result in an enforcement
action.

States also reported receiving some consumer complaints regarding
cemeteries and cemetery operators. Of the 41 state regulators who

40 state regulators who responded to this issue generally reported that inspectors also
spend some of their time inspecting other facilities or conducting other work. Other
facilities that inspectors were reported to inspect include funeral homes, crematories, and
companies that sell pre-need plans. Other work that state regulators reported that
inspectors conducted included licensing and administrative work.

41 Specifically, 3 state regulators reported that there were no violations, 4 reported
between 1 and 15 violations, 3 reported between 50 and 100 violations, and 1 reported
122 violations since 2008. Not all the state regulators who reported tracking data on
violations provided the total number of violations since 2008.

42 States do not necessarily categorize violations in the same manner and not all states
track violations in the same manner.
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Crematories and Crematory
Operators

responded to this issue on our survey, 25 state regulators reported that
their state tracks data on consumer complaints. For the years 2008, 2009,
and 2010, state regulators reported that their state received between 0
and 113 complaints, approximately, in each respective year regarding
cemeteries or cemetery operators, with the majority reporting that their
state received 40 complaints or fewer each year.*> Common complaints
reported in our case study states included maintenance issues and
incorrect monument placements. Conducting investigations of legitimate
consumer complaints was most frequently reported by state regulators as
being the consumer protection that was most effective in protecting
consumers.

Most state regulators reported having rules or regulations that specifically
address crematories that operate in their states. Specifically, of the 39
state regulators who responded to our 2011 survey on the regulation of
crematories, 35 reported having specific rules or regulations. Four of
those that reported having rules or regulations also reported that some
crematories were exempt from regulation. The types of crematories that
were reported to be exempt included pet crematories and a university
medical center crematory. State regulators who provided data on the
number of crematories reported having between 7 and 208 crematories
operating in their states in 2011.

In addition, most state regulators reported that crematories are required
to be licensed in their respective states but varied on whether a license
was required for crematory operators. Of the 35 state regulators who
responded to this issue on the survey,

o 28 reported that all crematories are required to be licensed, 4 reported
that some but not all are required to be licensed, and 3 reported that
no license is required** and

43 Specifically, of the state regulators who provided data on the number of complaints the
state received each year, 13 of 17 reported fewer than 40 complaints in 2008, 14 of 19
reported fewer than 40 complaints in 2009 and 2010. Not all the state regulators who
reported tracking data on consumer complaints provided the total number of complaints
for each year. In addition, consumers may have submitted complaints to an agency other
than the state regulatory agency that responded to our survey.

44 For example, some state regulators who responded that some but not all crematories
were required to be licensed noted that some crematories, such as pet crematories, were
exempt from their state’s licensing requirements.
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« 16 reported that all crematory operators are required to be licensed, 4
reported that some but not all are required to be licensed, and 15
reported that no license was required.*®

State regulators reported that licenses were required to be renewed at
various frequencies, if at all, although the majority reported that licenses
had to be renewed at least once every 1 or 2 years. In our case study
states, for example, Wisconsin requires crematory operators to renew
their registration once every 2 years, while lllinois has no requirement for
crematory operators to renew their licenses.

With respect to inspections, most state regulators reported that
inspections of crematories were required. Specifically, 28 of the 34 state
regulators who responded to this issue in our survey reported that the
inspection of crematories is required, and although the frequency of the
required inspections varied, about half required crematories to be
inspected at least once a year. Of our case study states, for example,
Tennessee requires crematories to be inspected once a year, Oregon
requires them to be inspected every 2 years, and according to state
regulators in Wisconsin, inspections are done if there is a complaint. The
27 state regulators who responded to our question regarding the number
of inspectors they have to inspect crematories reported having between
one and nine inspectors. However, 20 of the 22 state regulators who
provided information on what percentage of time their inspectors spend
inspecting crematories reported that their inspectors spend less than 25
percent of their time inspecting crematories.

As a result of inspections or other enforcement mechanisms, states
reported identifying a variety of violations and taking various types of
enforcement actions against crematories and crematory operators. Of the

4% | those states in which crematory operators were not required to be licensed, state
regulators provided additional clarification on their state’s requirements. For example,
several stated that the crematory operator did not need to be licensed but that a licensed
funeral director was required to be in charge of the crematory. State regulators from
another state reported that although crematory operators did not need to be licensed, they
were required to be registered.

46 State regulators who responded to this issue generally reported that inspectors also
spend some of their time inspecting other facilities or conducting other work. Other
facilities that inspectors were reported to inspect include funeral homes and cemeteries.
Other work that state regulators reported that inspectors conducted included investigating
consumer complaints and administrative work.
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35 state regulators who responded to this issue on our survey, 31
reported tracking violations of crematories and crematory operators.
Twenty-three state regulators provided data on the approximate number
of violations identified since 2008—10 reported no violations, 9 reported 1
to 3 violations, and the remaining 4 reported 15 to 43 violations.*” Of the
16 state regulators who provided narrative responses to our survey about
the most frequent violations they identify, violations included those related
to (1) record keeping, (2) the handling of bodies or human remains,

(3) obtaining the proper authorization to cremate or issues with following
the wishes of the person with control over final disposition, and

(4) licensing, such as unlicensed or unregistered practice. Finally, 12 of
34 state regulators who responded to our question about taking
enforcement actions against crematories or crematory operators reported
that they have taken some actions since 2008, including actions ranging
from notices of non-compliance to monetary fines and civil or criminal
prosecutions.

Most states also track consumer complaints and reported receiving fewer
than 10 consumer complaints a year. Specifically, 32 of the 39 state
regulators who responded to this issue on our survey reported that their
state tracked consumer complaints. For the years 2008, 2009, and 2010,
state regulators reported that their state received between 0 and 7
complaints, approximately, in each respective year regarding crematories
or crematory operators, with 0 being the most frequent response for each
year.*® Specifically, in 2008 and 2009, more than 60 percent of the state
regulators reported that their state received no complaints and in 2010
more than 45 percent reported that their state received no complaints.
Complaints reported in our case study states included procedural
concerns, such as cremating without proper identification tags and not
obtaining proper authorization before cremation, and environmental
concerns. Conducting investigations of legitimate consumer complaints
was most frequently reported by state regulators as being the consumer
protection that was most effective in protecting consumers.

47 Not all the state regulators who reported tracking data on violations provided the total
number of violations since 2008.

48 Not all the state regulators who reported tracking data on consumer complaints
provided the total number of complaints for each year. In addition, consumers may have
submitted complaints to an agency other than the state regulatory agency that responded
to our survey.
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Sales of Pre-Need Plans

Most state regulators reported having rules or regulations that specifically
address sales of pre-need plans—oplans that involve the prearrangement
and prepurchase of funeral and cemetery goods and services.*°
Specifically, of the 40 state regulators who responded to our survey on
the regulation of the sales of pre-need plans, 38 reported having specific
rules or regulations. Seven of the 37 state regulators who responded to
the question regarding whether all pre-need sales are subject to state
regulation reported that some pre-need sales were exempt from
regulation in their state.®® State regulators reported that the types of pre-
need sales that are exempt from regulation in their state included third
party sales and sales of cemetery plots. State regulators who provided
data on the number of sellers of pre-need plans—which can include
companies and their sales agents—in their state reported having up to
1,167 companies that sold pre-need plans and up to 1,697 individual
sales agents operating in their states in 2011.

Most state regulators reported that sellers of pre-need plans—which
includes companies and their sales agents—are required to be licensed
in their respective states. Specifically, of the 38 state regulators who
responded to this issue on our survey, 27 reported that all sellers of pre-
need plans are required to be licensed, 8 reported that some but not all
had to be licensed, and 2 reported that no licen