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Selling the Opening & Closing in Advance:
Should | Or Shouldn’t I?

by Daniel M. Isard, MSFS

do you at the same time make an advance sale of the Opening/Closing (O&C)? In my

IT IS A SIMPLE MATTER. When you make an advance sale of an interment right,

40-year career, I have never seen such a simple question cause so much disagreement.

Let me make sure we all understand the
description of the simple matter at hand.
For any interment, in the ground or above
ground, for a caskets interment or an urn
inurnment, there needs to be a service for
opening the crypt, grave, or niche. Once
opened, after placing the human remains in
the site, you close the grave or ground niche
by refilling earth or closing the door panel
of the above ground niche or crypt. Itis a
simple act. We all charge for it. The ques-
tion is not whether to charge at need, but to
ask the family to complete the contract on
an advance sale.

State Laws
Usually, in an advance sale, you look to the
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state law as to how much of this fee needs
to be placed in trust, since the act of O&C
has not happened yet. For the sake of this
discussion, allow me to state some hypo-
thetical numbers. Assume the O&C charge
is $1,000 and assume the state that this
takes place in requires 70% to be trusted,
or in this case $700, with $300 booked as
income.

As we know, at need or advance need,
cemetery sale agreements have three com-
ponents; The Interment, The Merchandise,
and The Service. Usually a fee for Perpetual
care or Endowment Care is a premium

charged and deposited into a separate trust.

It is computed as per your state law. The
premium charged is added to the corpus
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of the existing trust. The Perpetual Care
premium really is above any income that
makes up the cemetery revenue. Since we
are willing to recognize the income on an
advance sale for the interment right and we
are willing to recognize some portion of the
merchandise sold as part of the interment,
why is there a question about whether to
presell the O&C? What makes the O&C
different from either the merchandise or the
interment sales?

For 40 years, I have discussed this with
clients and at symposia. The argument for
it is, “Of course we do. We get our money
paid up front,” with a shrug of the shoulders
implying I am an idiot for even asking the
question. The other side of the argument is:

1. “Why would we. The price of O&C
goes up. We could lose money on it”

Of course, the same could be said for
the merchandise. Imagine you sell a $1,000
marker for an interment. Assume you
were in a 70% trusting state. In most cases,
you are going to buy a marker and then
inflate the pricing from wholesale to retail
maybe by marking the product up by 100%
to 200%. If it were a 100% mark-up, that
means the $1,000 sale has a $500 cost. If
you put $700 into the Merchandise Trust
(the assumed trust law hypothetically
established above), that means if the mer-
chandise goes up $200 over the time from
the arrangement to the delivery, you are
again potentially going to lose money when
delivered.

How many of your existing inventory
is sold but not interred? What is the aver-
age time period from the date of sale until
today? I know in most cases about 25% of
this category are more than 20 years old.
That could be because people are still living
or the buyer moved out of the area and
upon the time of death, someone chose
cremation for this person so the grave will
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never be used. That means the partial pay-
ment in the Merchandise Trust will never
be used!

Ultimately, at some point, the cemetery
should “Escheat” the money to the state,
but if you do that you will have less corpus
within that trust. With less corpus, you will
have less trust interest, which you need to
help offset the operating costs of the ceme-
tery. So, I rarely see a cemetery looking for
those accounts that should be Escheat to
the state.

If you are not aware of the concept of
“Escheat;’ it is when property is abandoned
or left with no known inheritor, beneficiary,
or identifiable owner. The property can be
real property, including cash. We see this
with banks and investment companies
all the time. Another example would be
unfulfilled Executory Contracts. Executory
Contracts are when pre-need funerals and
cemetery contracts are contracts that are

But not asking for the money as part of an

advance sale arrangement could lead to confusion
and hurt feelings with the surviving children.

waiting for one last action to be put into
action. In this case, the death of the prop-
erty owner.

At some point in time, a presumption
is made that the owner has abandoned this
property and it is turned over to the control
of the state. Imagine a sold but not interred
grave bought by a person who listed the
date of birth as 1900. Today, 123 years later,
if they are not proven to be alive, you can
assume they died and did not use or trans-
fer this grave and merchandise property or
the O&C service.

2. “We use a third party to O&C, and they
don’t want us to prepay this.”
Many cemeteries contract with a third
party for O&C. It cuts down on the invest-
ment in equipment and staff. For smaller
cemeteries (maybe under 100 interments
a year or less), it is cost effective. The use
of a third party or the use of your own staff
and equipment should not be a factor in
the choice of funding O&C with an advance
sale.

The same argument can be used for
any merchandise you purchase from a

2023 ICCFA ANNUAL
CONVENTION & EXPOSITION
~~———— Kansas City, MO

Thank you to our sponsors!

Biodan North America, Inc.

Coldspring
Davey Tree Co.

Global Atlantic Financial Group
Legacy Funeral Group

Nomis Publications

Stihl
TribuCast
Trigard
TruStage

Service Corporation International

Wilbert Funeral Services

Park Lawn Corporation

FEBRUARY 2023 MEMENTO MORI 13



I CEMETERY IMPOSSIBLE

Service Corporation International

Phoenix Market

ALL Positions & Locations

If you are looking for a rewarding career that allows you to succeed by helping others,
you have found it with Service Corporation International.

With over 2,000 locations, SCI’s Dignity Memorial® network is North America’s largest
Provider of funeral, cremation and cemetery services. SCl employs caring, innovative and ambitious professionals
who are dedicated to helping families in their time of need.

> Significant income potential

SCI OFFERS TO ALL PROFESSIONALS T —————
) Performance-based bonuses

b Structured, continuous training

Please reach out to:
) Competitive benefits [medical, life insurance, 401(k)]

Hal.Wilmot@Dignitymemorial.com or Jason.Wellman@Dignitymemorial.com

third-party manufacturer. Some cemeteries
will pour their own grave liners, but many
will purchase preformed grave liners and
vaults from a third party. I understand the
financial risk. If you sell a manufactured
grave liner or vault, you run the risk of the
inflationary compounding on the merchan-
dise to be delivered in the future. This same
risk exists in merchandise and services.

Say Yes to the O&C
In the M&A world of cemeteries, if the
O&C is not paid for, it is often a stumbling
block. Not a deal breaking issue, but a small
issue. If it was the widespread practice of
the previous owner to not ask for payment
on an O&C at the time of the advance
arrangement, a buyer needs to know this. A
buyer may want to write to the consumers
and offer the chance to advance fund now
that a sale of the cemetery has taken place.
My opinion is that if you are advance
selling interment rights, you should deal
with the prepayment of O&C. Imagine
this consumer leaves your office. They
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Your Real Source.
immediately call their oldest child. The consumer says, “I just left A n yW h e re - A n yt i m e =

the cemetery and arranged for everything”” The child on the other
end of the call remembers the simple statement. You don’t want FUNERAL HOMES - TRADE SERVICES - SUPPLIERS
to inform the child within hours of losing their parent, either their TRADE NEWS - EVENTS . CLASSIFIEDS
memory was faulty or their loving parent’s comments were incom-
plete. It is a consumer benefit to have the consumer prepay for this,
not leaving the O&C as something their kids will have to pay before
the cemetery interment.

In a service business, you charge for your labor and staffing. If
you set your pricing properly, then your O&C should be a profit
center for you even if you are using a third party. The use of the
third party doesn’t cap the O&C fee. If the third party is charging
you $X, then you should mark this up just as you would merchan-
dise. For at need, this is a form of current Gross Profit. On an
advance sale, it is a form of deferred revenue. But not asking for the
money as part of an advance sale arrangement could lead to confu-
sion and hurt feelings with the surviving children. Don't risk it. Ask
for payment! [

Dan Isard, MSFS, is founder of The Foresight Companies PUBLICATIONS, INC. |
LLC, a Phoenix-based business and management g
consulting firm specializing in mergers and acquisitions,
valuations, accounting, financing HR services and family
surveys. He is the author of several books and hundreds
of published articles in industry magazines, including “The
Director’s Finance 201" column. He can be reached at
800.426.0165 or danisard@theforesightcompanies.com. www.nomispublications.com
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