Prepaying for a burial or funeral with a funeral home might seem convenient, but there are several reasons why it can be risky—especially if your goal is to protect your money or maintain government benefits like SSI/Medicaid. Here’s a detailed breakdown:

1)  Risk of the Funeral Home Going Out of Business
· if the funeral home closes or goes bankrupt, the money you prepaid could be lost.
· Even if the funds were put into a trust, not all states require funeral homes to fully secure prepaid funds.
2)  Inflation and Rising Costs
· Funeral costs often increase over time.
· A prepaid plan might not cover additional fees, surcharges, or new regulations. You could end up paying extra later.

3)  Limited Flexibility
· You may lose control over how your burial is conducted.
· You might want a different casket, service, or location later, but prepaid contracts can lock you into specific arrangements.

4) Impact on Government Benefits
· For people on SSI or Medicaid, a prepaid funeral can count as a “resource” if not structured properly.
· If you exceed allowed burial fund limits, it could temporarily or permanently reduce benefits.
· Only certain types of arrangements—like a fund specifically designated as a burial fund—are protected from counting against resource limits.

5) Hidden Fees and Contract Terms
· Some funeral homes have high administrative fees, cancellation penalties, or investment risks associated with the funds.
· Contracts can be complicated, and you may not get full disclosure about where your money is going.
6)  Better Alternatives Exist
· Special needs or burial trusts: Money is set aside legally for your burial without risking benefits.
· Bank or insurance accounts: Can provide similar protection with more flexibility.
· Pay-as-you-go plans: Save for your funeral in a separate account, reducing the risk of losing money.

Bottom line: 
Prepaying for a funeral directly with a funeral home can be risky because of business stability, rising costs, inflexibility, and potential government benefit issues. Using a properly structured burial fund, trust, or insurance policy is usually safer and ensures your money is used for your burial.

