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Annual Return (AR30) form

Section 1 - About this form

An Annual Return must be completed by all societies registered under the Co-
operative and Community Benefit Societies Act 2014 (‘the Act’) (including any
societies previously registered under the Industrial and Provident Societies Act
1965) or the Co-operative and Community Benefit Societies Act (Northern
Ireland) 1969 (‘the Act’) (including any societies previously registered under the
Industrial and Provident Societies Act 1969). The Annual Return must include:

e this form;
e a set of the society’s accounts; and
e where required, an audit report or report on the accounts.

A society must submit the Annual Return within 7 months of the end of the
society’s financial year. Failure to submit on time is a prosecutable offence.

Please note that this form, including any details provided on the form, will be
made available to the public through the Mutuals Public Register
https://mutuals.fca.org.uk.

For guidance on our registration function for societies under the Co-operative
and Community Benefit Societies Act 2014, which includes guidance on the
requirement to submit an Annual Return, please see here:
https://www.fca.org.uk/publication/finalised-guidance/fg15-12.pdf

Section 2 - About this application

Society name Funeral Services Limited

Register number 30808R

Registered address | 1 Angel Square, Manchester

Postcode M60 OAG
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2.1 What date did the financial year covered by these accounts end?

2 [of1]o]

05 44 0 il

Section 3 - People

3.1 Please provide the names of the people who were directors of the
society during the financial year this return covers. Some societies use the
term ‘committee member’ or ‘trustee’ instead of ‘director’. For ease of reference,
we use ‘director’ throughout this form.

Name of director Month and year of birth
Matthew Ian Howells September 1978
Alison Close June 1975
Robert MacLachlan February 1965
Jonathan Michael Wormald September 1977

Continue on to a separate sheet if necessary.

3.2 All directors must be 16 or older. Please confirm this is this case:

All directors are aged 16 or over KX

3.3 Societies are within the scope of the Company Directors
Disqualification Act 1986 (CDDA). Please confirm that no director is

disqualified under that Act:

No director is disqualified X
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3.4 Please state any close links which any of the directors has with any
society, company or authority. ‘Close links’ includes any directorships or
senior positions held by directors of the society in other organisations.

See Appendix

3.5 Please provide the name of the person who was secretary at the end
of the financial year this return covers. Societies must have a secretary.

Name of secretary

Month and year of birth

Caroline Jane Sellers

January

1972

Section 4 - Financial information

4.1 Please confirm that:

accounts are being submitted with this form

the accounts comply with relevant statutory and

accounting requirements

the accounts are signed by two members and

the secretary (3 signatures in total)

4.2 Based on the accounts, please provid.e the information requested
below for the financial year covered by this return.

Number of members 2

Turnover £275,583,000
Assets £_354,677,000
Number of employees (if any) 0

Share capital 3

Highest rate of interest paid on shares (if any) N/A
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4.3 What Standard Industrial Classification code best describes the
society’s main business? Where more than one code applies, please select the
code that you feel best describes the society’s main business activity. You will find a
full list of codes here: |

96030 J

Section 5 - Audit

Societies are required to appoint an auditor to audited unless they are small or
have disapplied this requirement. For further guidance see chapter 7 of our
guidance: htt; /[www.fca.org.uk/ lication/finali guidance

5.1 Please select the audit option the society has complied with:

X

Full professional audit
Auditor’s report on the accounts

Lay audit

) R P ey L

No audit

5.2 Please confirm the audit option used by the society is compliant with
the society’s own rules and the Act

We have complied with the audit requirements X

5.3 Please confirm any audit report (where required) is being submitted
with this Annual Return

Yes X

Not applicable [

The information below impacts the level of audit required of the society’s
accounts. Please provide answers to the following questions.
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5.4 Is this society accepted by HM Revenue and Customs (HMRC) as a
charity for tax purposes?

Yes O

No X

5.5 If the society is registered with the Office of the Scottish Charity
Regulator (OSCR) please provide your OSCR registration number.

Not applicable X

OSCR number:

5.6 Is the society a housing association?

No X Go to section 6

Yes (] Go to question 5.7

5.7 Please confirm which housing regulator you are registered with, and
provide the registration number they have given you:

Registration number

Homes and Communities Agency

Scottish Housing Regulator

The Welsh Ministers

Department for Communities
(Northern Ireland)

0 O P R
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Section 6 — Subsidiaries

6.1 Is the society a subsidiary of another society?

Yes ]

No |

6.2 Does the society have one or more subsidiaries? (As defined in
sections 100 and 101 of the Act)

Yes (| Continue to question 6.3

No X] Continue to Section 7

6.3 If the society has subsidiaries, please provide the names of them
below (or attach an additional sheet)

Registration

Nam
Number =

6.4 Please provide below (or on a separate sheet) the names of
subsidiaries not dealt with in group accounts (if any) and reasons for
exclusions: (the society must have written authority from us to exclude a
subsidiary from group accounts)

Registration

Name Reason for exclusion
Number
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Section 7- Condition for registration

All societies are registered meeting one of two conditions for registration. These
are that the society is either:

« a bona fide co-operative society (‘co-operative society’); or
e are conducting business for the benefit of the community (‘community
benefit society’).

A society must answer the questions set out in either Section 7A or Section 7B of
this form, depending on which condition of registration it meets.

If you are not sure which condition for registration applies to the society please
see chapters 4 and 5 of our guidance:
https://www.fca.org.uk/publication/finalised-guidance/fg15-12.pdf
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Section 7A - Co-operative societies

Co-operative societies must answer the following questions in relation to the
financial year covered by this return.

7A.1 What is the business of the society? For example, did you provide
housing, manufacture goods, develop IT systems etc.

Funeral and related activities.

7A.2 Please describe the members’ common economic, social and
cultural needs and aspirations. In answering this question, please make sure
it is clear what needs and aspirations members had in common.

The Society’s ultimate parent is Co-operative Group Limited (‘the Co-op’),
which is owned and democratically controlled by its individual members
and Independent Society Members. Members’ common economic, social
and cultural needs and aspirations include the ability to share in the
profits of the Co-op, adherence to co-operative values and high ethical
standards, support for local community causes, the promotion of Fair
Trade, and campaigning to change society for the better.

7A.3 How did the society’s business meet those needs and aspirations?
You have described the society’s business answer to question 7A.1, and in
question 7A.2 you have described the common needs and aspirations of
members. Please now describe how during the year that business met those
common needs and aspirations.

Members' ability to share in the profits of the Co-op is met by receiving a
payment of 5% of the value of their purchase of branded Co-op goods
and services. The aspiration of support for local community causes is
met by an associated payment of 1% of purchases which is paid to the
Co-op Local Community Fund with members having the choice of which
local cause their funds are directed to.

The adherence to co-operative values and principles is enshrined in the
Co-op’s Rules and high ethical standards are maintained through its
governance structures. The Co-op made a long-term commitment to
support Fair Trade at its 2019 AGM as well as having a long history of
campaigning to change society for the better, examples of which are a
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longstanding campaign to end Modern Slavery and the more recent ‘Safer
Colleagues, Safer Communities’ campaign, which is committed to
protecting Co-op colleagues as well as addressing the root causes of
crime in society.

7A.4 How did members democratically control the society? For example,
did the members elect a board at an annual general meeting; did all members
collectively run the society.

The Society's ultimate parent is Co-operative Group Limited (‘the Co-op').
The Co-op is owned and democratically controlled by its individual and
independent Society members. Members of the Co-op exercise
democratic control by voting on motions at its General Meetings and by
electing Member Nominated Directors to the Board and representatives to
the National Members' Council.

7A.5 What did the society do with any surplus or profit? For instance, did
you pay a dividend to members (and if so, on what basis); did money get
reinvested in the business; put into reserves; used for some other purpose?

The Society paid a dividend to its members on the basis of their level of
participation in the Society (i.e. level of shareholding).

Co-op Members derive benefit in the form of a membership award
proposition that gives members 5% cash back on their own brand
purchases and a 1% donation to a local cause of their choice.
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Section 7B - Community benefit societies

Community benefit societies must answer the following guestions in relation to
the financial year covered by this return.

7B.1 What is the business of the society? For example, did you provide
social housing, run an amateur sports club etc.

7B.2 Please describe the benefits to the community the society
delivered? Here we are looking to see what the benefits to the community
were. Community can be said to be the community at large. For example, did
you relieve poverty or homelessness through the provision of social housing.

7B.3 Please describe how the society’s business delivered these
benefits? The business of the society must be conducted for the benefit of the
community. Please describe how the society’s business (as described in answer
to question 7B.1) provided benefit to the community.

7B.4 Did the society work with a specific community, and if so, please
describe it here? For instance, were the society’s activities confined to a
specific location; or to a specific group of people? Please note that in serving the
needs of any defined community, the society should not inhibit the benefit to the
community at large.
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7B.5 What did the society do with any surplus or profit? For instance, did
you donate the money; did money get reinvested in the business; put into
reserves; used for some other purpose?

7B.6 Please state any significant commercial arrangements that the
society has, or had, with any other organisation that could create, or be
perceived as creating, a conflict of interest. Please tell us how you ensured
that any such conflict of interest did not prevent the society from acting for the
benefit of the community.
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Section 8- Declaration

The secretary of the society must complete this section.

Name Caroline Jane Sellers

My signature below confirms that the information in this form is accurate
to the best of my know/legge/,

Signature
Position Secretary
Date 1% -0 - 201G

Section 9 - Submitting this form

Please submit a signed, scanned version of this form along with your accounts
and any auditor’s report by email to: mutualsannrtns@fca.org.uk.

Or you can post the form to:

Mutual Societies

Financial Conduct Authority
12 Endeavour Square
London

E20 1IN

This form is available on the Mutuals Society Portal:
https://societyportal.fca.org.uk

Registered as a Limited Company in England and Wales No. 1920623. Registered office as above.
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Directorships

Funeral Services Limited

30808R

Name Company/Society Position
Alison Close Co-operative Legal Services Limited Director
Alison Close Funeral Services (Ireland) Limited Director
Alison Close Funeral Services Northern Ireland Limited Director
Alison Close The Co-operative Trust Corporation Ltd Director
Robert MacLachlan Federal Retail and Trading Services Limited Director
Robert MacLachlan | Funeral Services Northern Ireland Limited Director
Matthew lan Howells | Co-operative Legal Services Limited Chair
Matthew lan Howells | Dovedon Limited Director
Matthew lan Howells | Collective Legal Solutions Group Limited Director
Matthew lan Howells | The Co-operative Trust Corporation Limited Director
Matthew lan Howells | Care Estate Planning Limited Director
Matthew lan Howells | CLS Probate Limited Director
Matthew lan Howells | Collective Legal Solutions Limited Director
Matthew lan Howells | Bereavement Advice Centre Director
Matthew lan Howells | Chorus Law Group Limited Director
Matthew lan Howells | Chorus Law Limited Director
Matthew lan Howells | Hinckley & Hunt Executor Company Limited Director
Matthew lan Howells | Hinckley & Hunt Company Limited Director
Matthew lan Howells | Independent Trust Corporation Limited Director
Matthew lan Howells | Lifecycle Bereavement Services Limited Director
Matthew lan Howells | Simplify Channel Ltd Director
Matthew lan Howells | Simplify Probate Limited Director
Matthew lan Howells | Angel Square Investments Limited Director
Matthew lan Howells | Funeral Services Norther Ireland Limited Director
Matthew lan Howells | The Wedding Makers Ltd Director
Jonathan Michael Federal Retail and Trading Services Limited Director
Wormald

Jonathan Michael CFS Management Services Director
Wormald




Funeral Services Limited

Financial statements

Registered number 30808R

Period ended 5 January 2019



Corporate Information

Directors

A Close

M Howells Appointed 12.12.2018, resigned 13.06.2019
R Maclachlan Resigned 27.11.2018

S Tyrer Appointed 13.06.2019

J Wormald Appointed 08.11.2018, resigned 19.12.2018

Secretary
C Sellers

Auditors

Ernst & Young LLP, Statutory Auditor
Chartered Accountants

2 St Peter's Square

Manchester

M2 3EY

Bankers

The Co-operative Bank p.l.c.
1 Balloon Street
Manchester

M60 4EP

Registered Office
1 Angel Square
Manchester

M60 0AG
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Funeral Services Limited
J0BOBR

Financlal statemants

S Janunry 2019

Otatoment of Directors’ responsibllities in respeot of tho

Tho Directors ore responsible for proparing tho i {ot otat ts In with I low and i

Roglatared Socloty Law roquires the Diroctors to prapare financial statemonts for each financlal yoar. Under that law the Directors have elected to propare the fi inl atat ts in

with United Kingdom Ganerally A tod A ing Practice (United Kingdom A i and [ law).

Funaral Sarvices Limited's ("the Soclaty”) fi lal stat are required by faw to give a truc and fair view of tho state of affaire of the Socioty and of the profit or loss of the Socicty for that

perlod
In preparing the Socioty's financial statomants, the Directors are roquired to
¢ sclect sultable accounting policies and then apply them consistently,

*  maoke jud; and

that are and prudent,

« stato whether UKA have been f , subject to any matertal departt disctosed and explained in the
statements, and

« prepare the financial statements on a going concern basis untess it is inappropriate to presume that the Society wili continue in business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of the Society and enable them to ensure that its
firanciat statements comply with the Co-op. and C ity Benefit loties Act 2014. They have generat responaibility for taking such steps as are reasonably apen to them to saleguard
the assets of the Soclety and to prevent and detect fraud and other Irregularities.




Indepondont auditor’s report to the membors of Funeral Sorvices Limitod

Opinton

Wo have audiled the of Funoral icos Limitod (the Soclety) for the 52-week period period ended $ January 2019 which comprise the Profit and loss account, the Statement
of comprehensive income, the Balance sheet, the Statement of changes in equity and the related notes 1 to 24, i 0 a y of ing policies. The financial reporting
framowork that has been applied in their proparation is applicable law and United Kingdom A g Financial 101 D F

{Unlted King y A dA Practice).

in our opinion the financial statemonts
* Qlve a true and fair view of the Socloty's affalrs as al 5 January 2019 and of its profit for tho 52-weck period then ended;

« have been properly prepared in accordance with United Kingdom Generally Accepted Accaunting Practice;

« have boen prep in with the req of the Co-op and C Benalit Act 2014

Basis of opinion

Wo our audit in wilh on Audhling (UK) (ISAs (UK)) and applicable law. Our responsibllities under those standards are further described in the
Auditor's responsibliities for the audit of the financial statements section of our report below. We aro indepandent of the Sociely in accordance with the ethical requirements that are retevant to our
audit of the in the UK, i the FRC's Ethical Standard, and we have fulfilled our other ethical ilities in with these req

Wo belleve that the audit we have is and approp to provide a basis for our opinion.

Conclusions relating to going concern

Wo have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you where

+ the diractors' use of the going concem basis of in the pi of the is not appropriate; or
+ the have not inthe any {denlified material that may cast doubt about the Sociely's abllity to continue to adept the going concem
basis of accounting for a period of at least twelve months from the date when the are auth for issue.

Other information

The other I the in the annual report, other than the financial statements and our auditor's report thereon, The directors are responsible for the other
Information.

Our opinion on the financlal stalements does not cover the other information and, except to the extent otheswise expliciily stated in this report, we do not express any form of assurance conclusion
thereon.

In connection with our audit of the fi our ility is to read the other information and, in doing so, consider whether the other is with the

or our o in the audit or otherwise appears to be materially misstated. If we identify such material or malterial we
are required to determine whether there is a material inthe or a material of the other If, based on the work we have performed, we
conclude that there is a of the other we are req to report that fact.

We have nothing to report in this regard.

Matters on which we are to report by

We have nothing to report in respect of the following matters where the C: and C y Benefit Act 2014 us to report to you If, in our opinion;

the Soclety has not kept proper books of account; or

the Society has not maintained a satisfactory system of control over its transactions; or

* thefi are not in

g with the Soclety's books of account; or

we have not all the and we need for our audit.

Responsibilities of Directors

As explained more fully in the Statement of Directors' responsibilities set out on page 1 the are for the p of financial statements and for being satisfied that they
give a true and fair view, and for such internal control as the is Y to enable the p of that are free from material misstatement, whether
due to fraud or error.

In preparing the the are res for the Society's ability to continue as a going concem, disclosing, as applicable, matters related to going concem
and using the going concern basis of accounting unless the directors either intend to liquidate the Society or to cease operations, or have no realistic attemnative but to do so.



Indapandent auditor's roport to the members of Funeral Services Limited
Auditor's responsibilitios for tho audit of the financial statements

Qur objoctives are to oblain reasonablo assurance about whether the financial statements as a whole are free from material misstatement, whother due to fraud or error, and to Issuo an auditor's
raport that includes our opinlon. Reasonable assurance Is a high level of butis not a that an audit conducted in accordance wilh ISAs (UK) will aiways detect a material
misstatement when it exisis. Misslalements can arise from fraud or error and are considered material if, individually or in the aggregate, they could y be to the
economic decisions of users taken on the basis of these financial statements

A further description of our responsibliities for the audit of the financial statements is located on the Financial Reporting Council's website website at

htips:/mwww frc.org ls Hitios. This forms part of our auditor's report
Use of our report
This report is made solely to the Society's members, as a body, in accordance with section 87 of the Co-op and C Benelit Act 2014. Our audit work has been undertaken

30 that we might state to the Sociely's members those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do nol
accopt or assume responsibliity to anyone other than the Soclety and the Soclely's members, as a body, for our audit work, for this report, o for the opinions we have formed

6«:\%\— +\1<«~J AP

(Senior y Auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor
Manchester
Date:

28 [Glrsy



Profit and logs acoount
for tho period ondod 8 January 2019

Revonue
Cost of anlas

Gross profit
Administrative expenacs
Branch closures

Profit / (loss) on disposal of property, plant and equipment

Operating profit
©Other income

Protit on ordinary activities before taxation

Taxation
Profit for the period
Al relate to tiviti

of p
for tho period endod § January 2019

The Society has no ised income or
comprehensive income has not been

The total

in the current or prior period other than those included in the income statement shown above,

For poriod

ended §

January

Notos 2019

£'000

2 275,583
(26,468)

249,126
(230,262)
(5,808)
500

[SEN)

2 13,767
858
14,623

5 3,850

— 18473

Funural Seevices Umited

0B0AR
Financlal stitemnnts
5 January 2019

For patlod
andod 6
January

2018

(rostated*)

£'000

288,168
(30,187)

T 257881
(215,720)

(4945

T atger
1,834

43,601

(4.545)

— 30006

of

p

income for the period ended 5 January 2019 was £18,473k (period ended 6 January 2018: £39, DSGk)

The notes on pages 7 to 18 form an integral part of these financial statements.
*Restated due to the application of IFRS 15, see note 1 for further information



Balanoe sheot
ae at 8 January 2019

Non-current assots
Property, plant and equipment
Intangible assets

Othor investmonts

Trade and other receivables
Contract Assets

Deferred tax assets

Total non-current assets

Current assets

Invontories

Trade and other roceivablos
Contract Assols

Cash and cash cquivalents
Corporation tax

Asgots held for sale

Total current assots
Total assots

Non-current liabilities

Interest bearing loans and borrowings
Trade and other payables

Contract Liabllities

Provigions

Deferred tax liabilities

Total non-current liabilities
Current liabilities

Interest bearing loans and borrowings
Trade and other payables
Contract Liabilities
Provisions

Total current liabilities
Total liabilities

Equity

Called up share capital
Retained earnings

Total equity

Total equity and liabilities

*Restated due to the application of IFRS 1§, see note 1 for further information

Notes

14
15
16

18

14
15
16
17

These financlal statements were approved by the Board of Directors on _25 0 m ZOlq and were signed on its behalf by:

AuioOose

AClose
Director

Funesal Seevices Limited
30808R

Financlal statements

5 January 2019

Asaté Asatb Asol6 Asatg

January January Jonuaty January

2019 2019 2018 2018

(rostatod*) {rostotod*)

£'000 £'000 £'000 £°000
205,081 186,304
40,724 4321
1,223,187 1,075,948
72426 31,870
46,717 41,173
3 8,766

1,588,135 1,387,272
4,718 4,313
190,603 178,253
3,788 2,437
134,985 145,129
17,459 -
3,123 2

354,877 330,132

1942812 1,717,404
(3.420) -
{4.082) (3.683)
(1,353,272) (1,174,497)
(044) @12
(4,843) -

(1,368,541) (1,178,592)
(3%0) 5
(49,738) (38,858)
(130,302) (108,511)
(2,630) (236)

__ (183.060) 147,805

(1549601 —_(1.326,187)
393,211 391,208

(393,211) (391,208)

—(1.842812) el 1717405

——
C Sellers
Secretary



Gtatomont of changes In equity
for the poriod endod 5 January 2019

Balanco at 6 January 2018 (restated*)
Profit for the period

Total comprehensive income for the period
Oividend paid

Balance at § January 2019

Balanco at 31 Decombor 2018 (reported)
IFRS 15 restatement

Bolanco at 31 December 2016 (restated*)
Profit for the perlod

Total comprehensive income for tho perlod
Dividend paid

Balance at 6 January 2018 (rostated®)

All items are shown net of tax

Funeral Services Limited
Josonn

Financial statements

5 Janunry 2019

Calied up
share Retained Total
capital oarnings oquity
Notes £'000 £'000 E'000
- 391,208 391,208
. 18,473 18,473
o 18,473 18,473
6 - (18,470) (168,470)
S ___jwan
5 460,386 460,386
1 - (57,076) (57,076)
- 403,310 403,310
- 39,056 39,056
B 39,056 39,056
6 - (51,158) (51,158)
- 391,208 391,208

“‘Restated due to the application of IFRS 15, see note 1 for further information



Funeral Services Limited
30808R

Financial statements.

5 January 2019

Notes
( g part of the fi

1 Accounting policies

Roporting entity
Funeral Services Limited ("the Society") is a Society domiciled in England and Wales. The address of the Society's registered office is 1 Angel Square, Manchester, M60 0AG.

Accounting date
The financial statements for the period are prepared for the 52 weeks to § January 2019 The Trading Group (Co-operative Group Limited, “Group" - see Note 20) subsidiaries prepare their
nccounts for the first Saturday of January unless 31 D ber is a Saturday. C Is presented for the 53 weeks ended 6 January 2018.

Bagis of preparation
The Society meets the definition of a qualifying entity under FRS 100 (Financiat Reporﬁng Shndard 100) issued by the Financial Rep g Council.
prepared In accordance with FRS 101 (Financial Rep 0 101) 'Red k' as issued by the Financial Reparﬁng caundl

have th been

As permitted by FRS 101, the Society has taken ad! ge of the flable under that In relation to busi share-based p n t

assets held for sale, financial i , fair value , capital of parative information in respect of certain assets, presentation of a cash-flow
statement, standards not yet effective, lmpalrment of assets and related party transachons

The specific exemptions that the Society has taken advantage of are :

- IFRS 7 Financial instruments: Disclosures

- Para 91-99 of IFRS 13 Fair Value Measurements

- Para 38 of IAS 1 Pr ion of Financiat |

- Para 10 (d), 10 (f), 39 (c), 134-1356 of IAS 1 Presentation of Financial Instruments
-IAS 7 Cash flows

- Para 30-31 of IAS 8 A policies, ch in i and emors
- Para 17 of IAS 24 Related party disclosures

- IAS 24 Intra-group transactions

The Socimy financial st: have been prep in d with the Co-operative and Ci Benefit Act 2014 and Financial Rep g Standard 101 ‘Reduced Di
' and in with and are prep. on the historical cost basis unless stated otherwise. The accounting policies set out below have been
npplled i y to all periods p in these

Estimates and judgements
The preparation of t: requires to make jud and ions that affect the application of policies and reported amounts of assets and liabilities,

income and expenses. Actual results may differ from these estimates.

and underlyi are based on hit and various other factors that are believed to be under the ci the results of which form the basis
of making the judgements about carrying values of assets and liabiiities that are not readily apparent from other sources.

The and underlyi are revi on an angoeing basis. isions to i are in the periad in which the estimate is revised if the revision affects
only that perlod or in the period of the revision and future periods if the revision affects both current and future periods.

For details, please refer to Note 23,

Going concem
The Society meets its day to day working capital req through cash from and parti in facility by external tenders to Co-operative
Graup Limited (the "Group”) and certain of its subsidiaries, including the Society ("the Group I'acllllles"), and in respect of which the Saciety has pmvided a cross guarantee,

The principal subsidiaries of the Group are divided into the "Trading Group” and "Financial Services". A description and the composition of the Group, Trading Group and Financial Services can
be found on page 182 and page 187 of the Group Annual Report 2018

The Directors of the Soclety have prepared sensitised cash flow forecasts in respect of the Trading Group for a period in excess of 12 months from the date of authorlssﬂon of these financial
statements and have discussed them with the Directors of the Group

The Directors of the Society have discussed with the Directors of the Group me continued availability of the Group facilities, based on the most recent forecasts of Group's ability to continue to
operate within the terms of those facilities, and an update on other matters d d in the basis of prep section of the financial statements of Co-operative Group Limited (authorised for
issue on 5 April 2018) under the going concern heading.

Based on those discussions and after making all appropriate enquiries, the Directors have a reasonable expectation that the Society has access to ad to enabie it to inue in
{ for the for ble future. For this reason, they continue to adopt the going concern basis in preparing the Society's financial shtemems

Senior leaders from the Society are involved in the Group's Brexit Steering Group which is developing plans to mitigate any impact of Brexit on the Group and the Society.

Cash and cash equivalents
Cash and cash eq cash bals and call dep

Property, plant and equipment and depreciation

(i) Owned assets

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self- assets includes the cost of and direct labour, any other costs directly
attributable to bringing the asset to a working condition for its intended use, and the costs of dismantling and removing the items and restoring the site on which they are located. Purchased
software that is integral to the functi of the related equi is cap as part of that equipment. .

Fixed assets In the course of construction are carried at cost. less any recognised Impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs capitalised in

with the Soclety's g policy. Dep ion of these assets, on the same basis as other property assets, commences when the assets are ready for their intended use.
Depreciation is provided to write off the cost less the estimated residual value of property, plant and equi by equal over their esti useful lives as follows:
Freehold buildings - 2.0%perannum
Hardware & Software - 20%- 33.3% per annum
Plant and machinery - 7.5%-33.0% per annum
Fixtures and fittings - 12.5% per annum
Motor vehicles - 11.1%-25% per annum
The residuat value, if not il is il

Where paris of an item of property, plant and equipment have different usefui lives, they are accounted for as separate items of property, plant and equipment.

No depreciation is provided on freehold land.
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Propaorty, plant and i and dop!
{li) Loased assots
Lenses where the Society assumes substantially all the risks and rewards of ownership are classified as finance leases. The pled property acquired by way of finance [casc s stated at
an amount equal to the fower of its fair value and the present value of the mini lease p at the inception of the lease, less accumulated depreclation and impairment losses
Property hold under operating leases that would oth meet the definition of | property may be classified as i property on a property-by-property basis. Where such lcases

are treated as invesiment properties, the assets are held at fair value and the leases are accounted for as finance leases.
intangible assats

(i) Goodwill
All

are for by the purchase method. Goodwill represents arising on of busil and joint In
raspect of business acquisitions that have occurred since 11 January 2004, goodwill represents the difference between the ost of the acquisition and the fair value of the net identifiable assets
acquired.

(li) Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets, 20% per annum. Goodwill is tested annually for impairment and is not

subject to amortisation. Where there is indl of entan | 1 t review is performed.

(ill) Subsequent expenditure

Subseq on il assets Is capitalised only when it i the future benefits embodied in the specific asset to which it relates. All other expenditure is expensed
as incurred.

Impairment

The carrying amount of the Soclety's assets, ather than inventories are reviewed at each balance sheet date to determine whether there is any indi of imp. tf any such indicatit
oxists, the assets’ amount is d. For tangible assets such as land and buildings and motor vehicles the estimate is based on refe to market where In
tho case of goodwill the amount is by calculation of the net present value of expected future cashflows.

An imp loss is gnised the carrying amount of an asset or its cash unit its amount. losses are recognised in the income
slatement.

The recoverable amount of the Society’s assets Is the greater of their net selling price and value in use. In assessing value in use, the estimated future cash fiows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.

In respect of these assets, an impairment loss is reversed if there has been a change in the estimates based on an event subsequent to the initial impairment used to determine the recoverable
amount.

An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no

impairment loss had been An imp foss for goodwill shall not be reversed in a subsequent period.

(iv) Website ’
In Accordance with IAS 38 costs of developing our website are capitalised to the extent that they provide future economic benefit. Such assets are amortised over a period not exceeding 5 years
with an annual review to ensure the carrying value is still reflective of future economic benefit.

Funeral plans

When a customer takes out a funeral plan the initial plan vaiue is recognised as an investment asset in the balance sheet and at the same time an equal liabllity is also recorded in the balance
sheet representing the deferred income to be realised on performance of the funeral service covered by each of the funeral plans. The ii are held in i policies or cash-based
trusts and attract interest and bonus p gl the year dependent upon market conditions. The plan investment is a financial asset, which is recorded at fair value on each perlod
through the income using pi by the policy provider or reflecting the trust cash balances. Under IFRS 15 any income or bonus payments atiributable to the
plan assets are not treated as finance income (in the income statement) as they do not reflect the P of the per to perform the funeral for the customer. Instead these
belances are held on the balance sheet as additional deferred income within Confract liabilities until the delivery of the funeral when they are recognised as revenue along with the original plan
value,

Funeral benefit options (FBOs)
FBOs are attached to Guaranteed Over 50's life insurance plans (GOFs) sold by the Society's third party insurance pariners. An FBO Is the of the s d p ds of a GOF
policy to the Society for the purposes of undertaking their funeral. in the GOF is a on the price of the funeral.

No revenue is recognised by the Society at the point of assignment and instead an element of the costs that have been incurred in obtaining the FBO are deferred onto the balance sheet. These
are then expensed at the point of red when the isr Any plans that are cancelled are written off at the point at which the Society is made aware of the canceliation. A
separate provision s also made to cover the expected canceliations of FBOs. No investment or liability is recognised for FBOs as the option does not guarantee a funeral and the liability for which
remains with the insurance partner. Any difference between the funeral price and the sum assured at the paint of redemption is the liability of the d d estate or wh takes responsibility
for arranging the funeral.

Low Cost Insurance Funeral Plans (LCIPs)

LCIPs can be paid for by instalments over between 2 and 25 years or they can be paid off in full at any time during this period without any penalties. If the pan holder dies before the instaiments
have been made in full (and provided that the plan has been in place for at least 12 months or the cause of death was as a resuit of an accident) then the funeral will still be provided by the Society
and the customer will not have to settie the outstanding balance on any instalments and the balance of any monies owed will be waived. Any outstanding amounts owed to the Society (the
differerice between the full value of the plan and the amount paid up to death by the customer) are covered by an assured benefit from a third party insurer. The assured benefit is between the
Soclety and the 3rd party insurer and has nothing to do with the The Society i to apply il monies ived against cust i funeral ptans until such time as
aplan is redeemed and or cancelled.

The assured benefit between the Society and the customer is judged to represent an insurance contract and as such falls under the scope of IFRS 4 (Insurance Contracts). In-line with the
requirements of IFRS 4 the Society accounts for the LCIPs in the same way as a normal funeral plan (see accounting policy above). These plans are assessed annually (gross of any reinsurance)
using a liability adequacy test.

Financial Assets and Liabilities

i) Recognition of financial assets
Financlal assets are recognised on the date that they are originated. The classification of financial assets at initial dep on the fi ial asset's contractual cash flow characteristics
and the Society’s business model for managing them. The Society initially measures a financial asset at its fair value, with the exception of trade receivables that don't contain a significant

P or where the will pay for the related goods or services within one year of recelving them. For financial assets which are not held at fair value through the income
statement, transaction costs are alse added to the initial fair value. Trade receivables that don't contain a significant financing companent or where the customer will pay for the related goods or

services within one year of iving them are at the tr; ion price under IFRS 15 ( nue from Ci with C )

i) D gnition of fi ial assets and fi ial liabilities

Financial assets are derecognised when they are qualifying transfers and:

« the rights to receive cash flows from the assets have ceased; or

« the Society has transferred substantially all the risks and rewards of ownership of the assets.

A ial tability is o 1 when the under the liability is discharged, cancelled or expires. When an existing liability is replaced by the same counterparty on substantially
different terms or the terms of an existing iiability are substantially modified, the original liability is derecognised and a new liability is recognised, with any ditference in carrying amounts

in the income st:
Measurement

The Society calculates expected credit losses in line with guidance under IFRS 9. Where there is evidence of impairment, any impairment loss s recognised In the income statement.
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Rocolvables and payables
For ivables and with a life of less than one year, the nominal amount is deemed to reflect the fair value, where the effect of discounting is immaterial
yable and with a ing life in excess of one year are deemed to be financlal assets or liabllities and measured at the present value of the future cashflows discounted at a
market rate of Interest, Such assots and liabllities are subsequently carried at amortised cost
Dividonds
Dividends are recognised as a liability in the period in which they are declared.
F and other poit. benofits
The Socioty's emp were of a Co-op Group Limited {the "Group") wide pensions scheme, the Co-operative Group Pension (Average Career Earnings) Scheme (the

Paco Complote Schome). This Pace Complete Scheme s a defined benefit scheme. The Soclety contributed to the Pace Complete Scheme in respect of its employees who were members of
the Scheme up until the end of October 2015 when it was closed to future accrual, However, the Soclety is unable to identify its share of the underlying assets and liabilities of the scheme and
therafore contributions to the scheme up until the end of October were accounted for as if it were a defined contribution scheme. There is no contracted agreement or stated Group policy for
charging the net defined benefit cost for the plan as a whole measured in accordance with IAS 19 to individual Group entities, Funeral i Limited, in its 1 fi ial
statoments, cannot recognise the net defined cost so charged. Refer {o of relevant to the scheme on note 4

A dofinad contribution scheme is a pension plan under which the Society pays contributions into a separate entity and has no legal or constructive obligation to pay further contributions if the fund

does not hold fent assots. Ol r to defined ibution plans are exp d as the refated service is p Prepaid are as an asset to the
oxtent that a cash refund or a reduction in future ts is B
Inventories

and work in prog are stated at the lower of cost, rheads, and net value. The cost of finished goods and work in progress includes the cost of
materials and direct labour
Interest-bearing borrowings
Interest-bearing borrowings are recognised initially at fair value less ion costs. Sub 1o initial ition, interest-bearing b ings are stated at amortised cost with
any difference between cost and redemption value being recognised in the income statement over the period of the borrowings on an effective interest basis. All barrowing costs are expensed
when occurred except when they are directly attri to the d or production of a qualifying asset. If this is the case, they are included in the cost of the asset.
Taxation
(i) Income tax

Income tax on the profit or loss for the perlod comprises current and deferred tax.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect
of previous years.

(i) Doferred taxation

Deferred tax is provided, with no discounting, using the balance sheet liability method, p g for y difference the carrying amounts of assets and liabilities for financial
ing p and the used for taxation The i porary differences are not provided for: the initial ition of assets or liabilities that affect neither accounting

nor taxable profits and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on

the expected manner of ion or of the carying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A d tax asset is ised only fo the extent that it is probable that future taxable profits will be avaitable against which the asset can be utilised. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will be realised. in the case of properties itis d that uplifts en rincipally reflect future rentals.

Revenue

Revenue is recognised in line with IFRS 15 ( from C with C IFRS 15 defines performance obfigations as a ‘promise to provide a distinct good or service or a series of

distinct goods or services'. is d when a p ion has been which reflects the point when control over a product or service fransfers to a customer.
is d based on the set out in the contract with the cust and llected on behalf of third parties.

All revenue is derlved from the Soclety's principal activity of funeral directors and associated services in the United Kingdom.

Revenue is recognised when separate performance ions are deli d to the . For funeral sales (‘at need') and funeral plan sales (‘pre need’) the only separable performance
abligation Is the funeral itself and therefore revenue is only recognised when the funeral is performed (or the plan is redeemed and the funeral is performed).

In the supply of monumental masonry, revenue is recognised at the point the masonry is fitted into place.

Contract Liabilities

A contract liabllity is presented in the balance sheet where a customer has paid an amount of ion prior to us the service for the customer. Amounts received from customers
in respect of funeral plans are invested in individual whole-of-life policies, trusts or life assurance products. These are held as investments on the balance sheet and attract interest and bonus
payments throughout the year dependent upon market conditions. The corresponding obligation to deliver the funeral is shown in the balance sheet as a contract liabliity until the funeral is
performed (at which point the revenue is recognised). See note 16 (Contract Liabllities) for further details .

Contract Assets

A contract asset is recognised when our right to consideration is conditional on something other than the passage of time. For funeral plans, fulfilment costs (which are costs relating directly to the
plan sale which ctherwise wouldn't have been incurred) are deferred and shown in the balance sheet as a contract asset. The costs are then recognised in the income statement at the point that
the funeral is performed and In line with when the revenue is recognised. See note 11 (Contract Assets) for further detals.

Member Rewards

The 5% member rewards earned as part of the ip offer are ised as a red in sales at the point they are eamed with a corresponding liability being held on the Group's
balance sheet. The liability is reduced and the sale recognised when the rewards are The 1% reward is ised as an operati ¥ in the income statement when
itis earned.

Operating Leases
Operating lease rentals are charged to the profit and loss account on a straight-line basis over the period of the lease.

are in the income it as an integral part of the total lease expense.

Lease

Share capital
Where the Board has an unconditional right to refuse redemption of co-operative share capital, such shares are treated as equity.

Provisions

A provision is recognised in the balance sheet when the Soclety has a legal or constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will be
required to settle the obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the
time value of money and, where appropriate, the risks specific to the liability.
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Now and and intory
The Society haa applied ali endorsed IFRSs that are cffective on a European basis for the Group's financial statements for the period ended 5 January 2019 and the comparative period

Tho Saciety applied IFRS 15 and IFRS 9 for the first time. The nature and effect of the ch as a result of of these now '] are described below.

Soveral other amendments and interpretations apply for the first ime in 2018, but do not have an impact on the financial statements of the Soclety. The Soclety has not early-adopted any
intorpi or that have baen issued but are not yot effoctive.

c in significant ing polic

The Socioty hag initially adopted IFRS 15 R from Ci with C and IFRS 9 Financial instruments from 7 January 2018

The effect of initlally applying these is mainly to the fol g

IFRS 18:

« later recognition of revenue on funeral plan sales so that no revenue is recognised until the plan is redeemed and the funeral performed,

+ doferment of fulfiiment costs (which are costs directly relating to the ptan sale which otherwise wouldn't have been | d) d with dell @ the funeral untll the funeral is delivered.

Those balances are recognised as contract assets.
+ the Soclety haa adopted the standard using the fully retrespective approach which means that the comparative figures have been restated as shown in the tables below.

Presentational changes have also been made to the balance sheet following the adoption of IFRS 15:

« Contract liabllities (current and non-current); a contract iability is presented in the balance sheet where a customer has paid an amount of prior to us g the service for the
customer (such as funeral plans patd for in advance). These liabilities are split between due within one year and over one year.

= Contract assats (current and non-currant): a contract assat is recognised when our right to consideration is conditional on something other than the passage of time, for example, we need {o take
some action before the customer has to pay us (such as funeral costs incurred before the funeral has taken place). These assets are split between due within one year and over one year and ;
Other balance sheet items

« Trade and trade P y bal. that are now recognised as contract assets and contract liabilities respectively.

= As revenue is no longer recognised until a plan is redeemed and the funeral performed there is no longer a req fora I

« Tax and reserves for prior years have been restated as a q of adopting IFRS 15,

IFRS 8:

Financial assets held by the Society to be for as assets with in fair value taken to the income where approp pting this had no

material impact on the Society's accounts.

y impact of IFRS 150n i
Income statement for 53 weeks ended 6 January 2018:
Originally IFRS 15 impact Restated
reported
£'000 £000 £000
Revenue 310,631 {22,463) 288,168
Cost of sales (31,563) 1,376 {30,187)
Gross profit 279,088 (21,087) 257,981
Administrative expenses (217,123) 1,403 (215,720)
Loss on disposal of fixed assets (494) - (494)
Operating profit 61,451 (19,684) 41,767
Other income 1,84 - 1,834
Profit on ordinary activities before taxation 63,285 {19,684) 43,601
Taxation (8,285) 3740 (4,545)
Profit for the period §5,000 (15@”] 39,056
Balance sheet as at 6 January 2018;
Originally IFRS 15 impact Restated
reported
£'000 £'000 £'000
Property, plant and equipment 186,304 - 186,304
Intangible assets 43211 - 43211
Other investments 1,075,948 - 1,075,948
Trade and other recelvables 58,952 (27,082) 31,870
Contract Assets - 41,173 41,173
Deferred tax assets - 8,766 8,766
Total non-current assets 1,364,415 22,857 1,387,272
Inventories 4313 - 4,313
Trade and other receivables 178,253 - 178,253
Contract Assets - 2,437 2,437
Cash and cash equivalents 145,129 - 145,129
Total current assets 327,695 2,437 330,132
Trade and other payables (1,069,270) 1,065,587 (3,683)
Contract Liabilities - (1,174,497) (1,174 497)
Provisions (2,647) 2,235 (412)
Deferred tax liabilities {8,362) 8,362 -
Total non-current labilities (1,080,279) (98,313) {1,178,592)
Trade and other payables (147,367) 108,511 (38,857)
Contract Liabilities - (108,511) (108,511)
Provisions {236) - (236)
Total current liabilities (147,603) - (147,604)
Retained earnings (464,228) 73,020 (391,208)
Total equity (464,228) 73,020 (391,208)
Impact of IFRS 15 on 2017 profit for the period 55,000 (15,944) 39,056

fmpact of IFRS 15 on pre-2017 reserves 409,228 (57,076) 352,152
Total impact on equity and reserves 464228 {73.020) 391,208

Other new and amended standards adopted by the Society
The Society also adopted IFRS 4 (amendments) for the first time for reporting periods commencing after 7 January 2018 but this had no material impact on the Society's accounts.

Assets held for sale

Non-current assets that are d to be primarily through sale rather than through continuing use are classified as held for sale. Inmediately before ciassification as held for sale, the
assets (or p of a disp group) are in with the Saciety’s accounting poficies. After that, the assets are measured at the lower of their carrying amount and fair
value less cost to sell. Any i loss on a disp group is first to dwill, and then to remaining assets and liabilities on a pro rata basss, except that no loss is allocated to
inventories, financial assets, deferred tax assets and employee benefit assets, which to be din with the Society’s accounting policies. Impairment losses on initial
classification as held for sale and subsequent gains or icsses on are in the income Gains are not recognised in excess of any cumulative impairment loss.

5 January 2019
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stated at costs and the r

Barrowings are cost. Any difference p net of

velue s r

net of tr.
1in the income statement over the period

costs |

of the borrowlings using the oﬂucltvo Interest rate method. The effective interest rate Is calculatod when borrowings are first taken out and is the rate that exaclly discounts the estimated future

cuoh iated with gs 1o the value when they are initially recognised

Investments

Whore there is no active market or the investments are unlisted, the fair values are based on used
Offsetting

Financlal assets and financlal liabliities are offset and the net amount reported in tho balance shoet when thero is a tegally enforceable right to do so and there Is an intention to settle on a net

basis, or realise the asset and scttle the liabliity simultancously

Functional currency
The functional currency for the Society is pound sterling

2 Oporating profit

All revenue is derived from the Soclety's principal activity of funeral directors and associated services in the United Kingdom

For period For period
ended 5 ended §
January January
2019 2019
£'000 £'000
Profit on y activities before Is stated after charging / (crediting):
Depreciation 21,15
Amortisation of intangibles 1,210
Branch closure dilapidations and oncrous Iease provlslnns 2,838
Branch closure property, plant and 1,500
Branch closure goodwill impalrment 1,268
Branch closure 5,606
(Profit) / loss on sale of property, plant and equipment - Others (801)
Other impail of property, plant and 301
(Profit) / loss on disposal of property and fixed assets (500)
Operating lease rental charges 8,879
Cost of inventory consumed 14,247
Staff costs (see note 3) 115478
Provision for doubtful debts 1,378
—_—
The auditor's remuneration of £45,000 (2017: £44,000) Is borne by the ultimate parent undertaking.
Other income of £856k (2017: £1,834k) relates to a rebate from the Parent company for the community reward
3 Staff numbers and costs
The average number of persons employed by the Soclety (including Directors) during the period, analysed by category, was as follows:
Number of employees
for period
ended §
January
2019
Full-ime 2,447
Part-time 1,848
4,298
The aggregate payroll costs of these persons were as follows:
For period
ended 5
January
2019
£'000
Wages and salaries 98,965
Social security costs 8,231
Other pension costs (see note 4) 8,282
115,478
For period
ended 5
January
2019
£'000
Directors emoluments 572
Society pension contributions to personal pension schemes 3
575

The emoluments of the highest pald director amounted to £333k (2017: £336k), this did not include any contributions to personal pension schemes (2017 nil).

4 Pension Scheme

For period
ended 6
January

2018
£'000

For period
ended 6
January

2018
£'000

18,958
1,231

494
7919
14,921
116,131
2,984

Number of employees

for period
ended 6
January
2018

2,402
1,794

4,196

For period
ended 6
January

2018
£'000

99,833
8,729
7569

116,131

For period
ended 6
January

2018
£'000

556
3

559

The Society is a wholly owned subsidiary of Co-operative Group lelted ("Group”) which cperated a defined benefit scheme (the Pace Complete scheme) up until the end of October 2015 when it

was closed to future accrual. The assets are held in a sep y trust. Until D

control of Co-op Group Limited (the i ). Following the i ion of The C

Bank PLC in D

2013, the Pace scheme was defined as a Group plan, as all participating entities were under
2013, the various entities participating in

the Pace pian are no longer under common control of the Group and as a result the Pace scheme became a multi employer scheme. Full details of the Pace plan for the periad ending 5 January

2019 are disclosed in the Group's for that period.

1
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4 Ponsion S8cheme (continucd)

Thia Sacloty Is neither the sponsoring entily nor legally defined as a participating employer of the Pace Complete scheme. However, as the Soclety either or has

omployed members of the Pace scheme, the charge made to the Soclety up until the end of Oclober 2015 by the ultimate parent Society for employment costs tncludes a charge in respect of the
Paco scheme at an agreed percentage of the pensionable wage. The agreed p: of wage is by an qualified actuary. The amount recognised as an
oxpanse In raspect of the Pace scheme for this Soclety was £8,281,824 (2017: £7,580, 01 5) Thls is included in the staff costs as disclosed in note 3.

An tho Pace Complele Schemo was closed to fulure accrual al the end of October 2015, the Pace DC scheme was The made by the Society have been charged
to the income statement when incurred

8 Taxation
Analysis of credit in period For period For period For period For period
ended 5 ended § ended 8 ended 6
January January January January
2019 2019 2018 2018
£'000 £'000 £'000 £'000
UK corporation tax
Group relief receivable 17,459 -
Total current tax 17,469 T -
Deferred tax (see note 17)
Deferred tax - current period items (18,246) 2277
Deforred tax In respect of previous periods 4,683 (6,825)
Effect of rate of change on closing balance {46) 3
{13,609)
Tax on profit on ordinary activities 3,850 (4,545)

Factors affecting the tax charge for the current period

The tax on the net profit before tax differs from the theoretical amount that would arise using the standard applicable blended rate of corporation tax of 18% (2017: 18.25%) as follows:

For period For period
ended 5 ended 6
January January
2019 2018
£000 £'000
“Restated
Current tax reconciiiation
Profit before tax 14,623 43,601
Tax at 19% (2017 19.25%) (2,778) (8,394)
Effects of:
not for tax 228 (19)
D and on qualifying assets 1,712) (1,454)
Transfer pricing 688
Adjustments to tax charge in respect of previous periods 4,683 (6,824)
Restatement of deferred tax to 17.04% (2017 restated: 18.33%) 70 116
Taxable dividends paid 3,129 9,847
Group relief not paid for - 2,256
Profit on disposal of fixed assets {458) (79)
Capital gains not subject to tax - ]
Total income tax charge (see above) 3,850 (4,545)

The Finance Act 2015 will reduce the main rate of corporation tax to 18% from 1 April 2017 and the Finance Act 2016 will further reduce the main rate of corporation tax to 17% from 1 April 2020.
This will reduce the company's future curvent tax charge accordingly. Each deferred tax balance has been measured individually based on the tax rate at which it is expected to unwind (either
17% or 18%). This results in a blended deferred tax rate of 17.04% at the balance sheet date.

“Restated due to the application of IFRS 15, see note 1 for further information

6 Dividends
A dividend of £16,469,600 was declared in the year (2017: £51,158,000).

7 Property, plant and equipment

As at § January 2019

Freehold land Plant and Fixtures and Motor vehicles  Assets under Total

and bulldings machinery fittings construction

£000 £000 £'000 £000 £:000 £000

Cost
At 8 January 2018 133,740 248 112,087 72,849 6,670 325,574
Additions 5628 1,339 27,100 4,050 8,021 48,138
Disposals (618) - (2,158) (8,477) (11,253)
Transfers from assets under construction 86 322 1,078 - (1,486) -
Reclassified as assets held for sale (4,759) - - - - (4,759)
Intra-group statutory transfer 38 (18) 38 (15) 43
At 6 January 2019 134,115 1,891 138,125 68,407 13,206 365,743
Depreciation
At 8 January 2018 40,019 216 51,821 47,214 - 139,270
Charge for the period 2,397 58 12,308 6,303 21,156
Disposals (119) - (1,452) (8,380) (8,931)
Imoaiment’ 837 3 961 - 1,801
Reclassified as assets held for sale (1,838) - - - (1,838)
Intra-group statutory transfer 8 - 9 (15) 2
At § January 2019 41,606 277 63,647 45,232 - 160,662
Net book value
At § January 2019 92,609 1,614 74478 23,176 13,206 206,081
At 6 January 2018 93,721 32 80,246 25,835 6,670 186,304
Capital work in progress included above - - - - 13,205 13,205
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7 Property, plant and equipment (continued)
Motor vehicles includos assets held under finance (eases as follows

For poriod For period
ondod 5§ onded 6
January January
2019 2018
£'000 £000
Cosl 3,838
Accumulated depreciation (181) -
Not book value 3,775 -

' Impalrments relate to individuat stores where the carrying value exceeded the fair value less costs to sell and the value in use. The impairment loss on freehold land and buildings and fixtures
and fittings arose In connection with the refit of funcral homes that took place during the financial year. The refit programme is estato-wide and there aro more funeral homes expected to be
rofittod durina the next financial vear.

Impairmont of £1,500k (2017: nil) for funeral homes that are expected to close in 2019 was recognised in branch closures in the income statement, of which £67k relates {o assets held for sale
(2017: nli)

Frechold land is not depreciated. Freehold land was £16,435k as at 5 January 2019 (2017: £16,516k).

The Society has assets in use which are fully written down with nit NBV. As at 5 January 2019, the cost of fully written-down assets was £42,834k (2017: £24,127k).

8 Intangiblo Assots

As at § January 2018

Goodwill Website Total

£'000 £'000 £'000
Cost
At 6 January 2018 42,370 6,009 48,469
Additions 118 - 118
Disposal {127) - (127)
At § January 2019 42,361 6,009 48,460
Amortisation
At 6 January 2018 a19 4,439 5,258
Charge for the period - 1,210 1,210
Impairment 1,268 - 1,268
At 5 January 2018 2,087 5,649 7,736
Net book value
At 5 January 2018 40,274 450 40,724
At 6 January 2018 41,551 1,660 43211
The Society tests y for or more freq if there are indications that goodwill might be imp
The recoverable amounts of the goodwili and intangible assets all to Cash ting Units (CGUs) are determined by value in use calculations. To prepare value in use calculations, the
Soclety uses cash flow projections for a 10 year period then into perpetuity from year 11. 2019-2021 forecasts are based on the Board approved three year plan with cash flows beyond this period
are extrapolated at the 2019 cash flows to reflect the risk of declining death rate in the United Kingdom offset by imp! d cost in the busi capital spend for
furbi is also Included g an 8 year refit cycle costing £56,000 per branch. Group Corporate costs have also been allocated to each CGU. These calculations are then discounted

back to present value, using the post-tax discount rate of 7.9%. The post-tax discount rate has been adjusted for Society and market specific risks which the Directors cansider to be appropriate.

The key for these f are those regarding revenue growth and gross margin which management estimates based on past experience adjusted for current market trends and
expectations of future changes in the market. Based on the calculations on a value in use basis the calculated headroom on the net book value of goodwill is £187m (2017: £242m).

Post Investment Appraisal (PIA) reviews are done for the website asset. The last PIA was prepared in June 2016 and showed no impairment of the website asset. The key assumptions that drive
the PIA are incremental cash flows on expected future Funeral Plan sales volumes generated from the website, discounted for the Society's cost of capital.

Impairment charges of £1,268k (2017: nil) are recognised in property closures within the income statement. o

Amortisation charges of £1,210k (2017: £1,231k) are in inistratit p within the income statement.

9 Otherinvestments

Asat As at
8§ January 6 January
2019 2018
£'000 £'000
At beginning of year 1,075,948 871,832
New funeral Plan additions 125,776 245,721
Existing funeral Plans redeeemed and cancelled (70,866) {144,497)
Interest and Banus applied 92,329 102,892
At end of year 1,223,187 1,075,948
Included in the balances above are Low Cost Instalment Funeral Plans (LCIP) of £69m. This relates to 14,566 plans, see note 1 for accounting policy for LCIPs.
The liability adequacy test on the LCIP fund is performed from the overall pool of funds and this done gross of any reil The base used for these funds are the

same as the wider pool. The surplus on the LCIP funds based on the actuarial valuation is £2.2m.

The assured benefit between the Society and the customer is judged to represent an insurance contract and as such falls under the scope of IFRS 4 (Insurance Contracts). In-line with the
requirements of IFRS 4 the Society accounts for the LCIPs in the same way as a normal funeral pian (see accounting policy above). These pians are assessed annually (gross of any reinsurance)
using a liability adequacy test.

The Society holds investments on the balance sheet in respect of funeral plan palicies which are invested in either individual whole-of-life policies, trusts or life assurance products. The
investments are subject to an annual actuarial valuation. This gives an assessment as to the headroom of the funeral plan investments over an estimated present value (on a wholesale basis) of
delivering the funeral. The most recent valuation was performed as at 30 2018 and the is shawn in the table below.

13



Funeral Services Limited

30BOBR

Financial statements

0 Othor investmonts (oonllnuod) :
Plan | i 30 Septomber 30 September
2018 2017
£m £m
Total Assols 1,156 1,013
Liabliities
Present value {wholsale basis) 1,036 kYAl
Total Liabilities
1,038 871
Headroom 120 142
Hoadroom as a % of liabilities 12% 16%
As oxpected, during the period plan sales sig ded plan , giving an | in both total assets and liabllities. The overall surplus has reduced, primarily as a result of
lower expected post-tax-and-fees investment retums and an to the wholesale cost of p g a funeral.
Koy assumptions 30 September 30 September
2018 2017
Average total wholesale costs per plan funeral 2,705 2,563
The actuarial report is a best estimate and Is neither deliberatel norp Itis p by Ind d tuaries based on such as future funeral and
disbursement inflation. The p tage is exy lhe surplus as a percentage of tutal liabllities. A 0 1% increase in the inflation assumptions would reduce the surplus by
approximately £16m (2017: £12m).
The “wholesale” actuarial valuation is based upon the Co-operative Group Limited's (the "Group”) estimate of the direct cost for a third party funeral dlrecbur to perform the promised services
and the of clergy fees etc) as if the Group were not in a position to carry out these funerals. No i rheads are ded it's
assumed that the provider could absorb these ﬁmerals into existing infrastructures. As the Group fully intends to perform these funerals and undertake the professional funeral services itself the
actual cost would in reality be lower and subsequent margina cost surplus would be higher than the wholesale cost surplus.
10 Inventories
Asat As at
§ January 6 January
2019 2018
£'000 £'000
Raw materials and consumables 485 463
Work in progress 127 83
Finished goods 4,107 3,767
At end of year 4,719 4313
11 Contract Assets
As at As at
§ January 6 January
2019 2018
£'000 £000
(restated*)
Non-current 46,717 41,173
Current 3,788 2,437
At end of year 50,505 43,610
As at As at
5 January 6 January
2019 2018
£'900 £000
Opening contract assets 43,610 31,483
Fulfitment costs - incurred on new funeral plan sales 9,885 14,786
Fulfitment costs - transferred to the income statement on funeral plan redemptions (2,214) (1,754)
Fulfilment costs - transferred to the income statement on funeral plan canceliations (756) (905)
Closing contract assets 50,505 43610

No pmvisiun for expected credit losses has been recognised against contract assets In either the current or prior year.

A contract asset is recognised when our right to considerauon is conditional on somethlng other than the passage of time. For funeral plans then fulfilment costs (which are costs relating directly to
the plan sale which otherwise wouldn't have been i with d ing the funeral are and shown In the consolidated balance sheet as a contract asset until the funeral is
performed (at which point the costs are recognised in the income statement in fine wnh when the revenue is recognised).

“Restated due to the application of IFRS 15, see note 1 for further information

12 Assets held for sale

The assets held for sale relate to the land and buildings of care homes that have been approved for closure at year end and are expected to be sold during 2019,

Asat As at

§ January 6 January

2019 2018

£000 £'000

Land and buildings 3,123 -
Total Assets held for sale 3,123 -

An impairment charge of £67k (2017 nil) was recognised in property closures in the income statement in refation to these assets.

The assets held for sale do not represent a major line of busi or major area of operation, there is no di d operations

S January 2019
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13 Tradoe and other rocelvables
As at As at
§ January 6 January
2019 2018
£'000 £000
(reslated*)
Non-current assots.
Trado recelvables 72,426 31,870
72,428 31,870
Expocted obligations of tuneral plan redemptions fall due as
Botween two and five years inclusive 34,866 10,960
Ovar five years 37,540 20910
72,426 31,870
Current assels.
Trade receivables 48,645 47,848
Amounts owed by group underiakings 139,245 128,257
Prepayments and accrued income 2,713 2,148
180,603 178,253

Trade receivables are non-interest bearing and the Society's standard payment terms are 60 days.

The £72m of non-current debl relates to pre-paid funeral plan instalments where customers have been invoiced before the funeral has occurred. £38m of current debt also refates to pre-paid
funeral plan instaiments which are £110m in total,

Trade receivables are stated at their fair value which includes a credit risk impairment of £5.2m (2017: £5.0m). The Society has applied the expected losses model as defined under IFRS 8
(Financial Instruments) which focuses on the risk that a trade recelvable will default rather than whether a loss has been incurred. The Society has applied a simplified approach as allowed under

IFRS 9 1o use a p! matrix for losses for trade recelvables as shown in the table betow.
Days past due date
Current <3months 3to6months  Morethan 6 Total
months
Expected credit loss rate (%) 0.52% 14% 72% 89%
Estimated gross total carrying amount (£k) 7.828 2,788 1,089 5,850 17,535
Expected credit loss (£k) 41 382 768 4,031 5,222
Unprovided debits In the over 3 months old and 12 months old categories are often being paid in regular instaiments.
Amounts owed by group gs are on At the period end it was that the has sufficient cash to repay the debtor balance so the probability of a
default is low, there is no exp credit loss in relation to this balance.
*Restated due to the application of IFRS 15, see note 1 for further information
14 Interest Bearing Loans and Borrowings
The Society has finance leases for motor vehicles with terms of between 5 and 9 years.
As at As at
§ January 6 January
2019 2018
£'000 £'000
Non-current Finance Leases 3,420 -
Current Finance Leases 390 -
3,810 -

Future minimum lease payments under finance leases together with the present value of the net minimum lease payments are, as follows:

Minimum Present value Minimum Present value
of of

As at Asat As at As at

§ January § January 6 January 8 January

2019 2019 2018 2018

£'000 £'000 £000 £'000
Less than one year 596 390 - -
Greater than one year but less than 5 years 2,088 1,780 - -
Greater than 5 years 2,008 1,640 - -
Total minimum lease payments 4,690 3,810 - -
Less amounts representing finance charges (880) - - -
Present value of minimum lease payments 3,810 3,810 - -

Finance charges totalling £78k (2017: nil) were recognised in the income statement.
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18 Tmdoe and other payablos

As at As at
6 January 6 January
2019 2018
£'000 £'000
(rostated*)
Non-current liabliitles.
Accrunls and deferred income 4,082 3,683
4,062 3,683
— —_—
Current liabliities
Trade payables 27174 29,763
Other payables including taxation and social security 842 775
Accruals and deferred Income 21,722 8,319
49,738 38,857
“Restated due to the application of IFRS 15, see note 1 for further information
16  Contract Liabilities
As at As at
5 January 6 January
2019 2018
£'000 £000
(restated*)
Non-current 1,353,272 1,174,497
Current 130,302 108,511
At end of year 1,483,574 1,283,008
Opening contract liabilities 1,283,008 1,036,808
New plan additions (deferred income) 213,630 282,416
interest and bonus applied (deferred income) 92,329 64,447
Plans cancelled or redeemed outside of the Society (20,259) (22,083)
Recognised as revenue in the year (85,134) {78,580)
Closing contract liabilities
1,483,574 1,283,008

Included in the balances above are Low Cost Instalment Funeral Plans (LCIP) of £69m. This relates to 14,566 plans, see note 1 for accounting policy for LCIPs.
*Restated due to the application of IFRS 15, see note 1 for further information

17 Provisions

As at As at

Dilapidation Onerous Rent Free 5 January 6 January

Provision lease Period 2019 2018

Provision Provision Total Total

£000 £'000 £000 £'000 £000

(restated*)

At beginning of the period 142 112 394 648 991
Additional provisions made in the period 1,351 1,807 53 3,211 84
Amounts used during the period - (2086) (79) (285) (437)
At end of the period 1,493 1,713 368 3,574 648
Non-current 944 412
Current 2,630 236
3,574 648

Following a review of the estate the dilapidation and onerous lease provision was increased as a result of the closure of a number of care homes. We continue to review our estate and make
provision for dilapidations and oneraus leases we are likely to have to make in accordance with our lease abligations.

A provision has been made to reflect the benefit accruing from rent free periods at the inception of leases.
*‘Restated due to the application of IFRS 15, see note 1 for further information
18 Deferred Taxation

Deferred income taxes are calculated on all temporary differences under the liability method using a blended effective tax rate of 17.04% (2017 restated: 18.33%).

As at As at

5 January 6 January

2019 2018

£'000 £'000

. (restated*)
Deferred taxation asset/ (liability)

Deferred tax asset /(liabiiity) brought forward 8.766 ()

IFRS 15 Revenue recognition reserves restatement - 13,388

Income statement charge in the period {13,609) (4,545)

Deferred tax (liability) / asset closing balance (4,843) 8,766
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18 Deforrod Taxation (continued)

Compriaing
Qthar tamporary dilforences 428 213
Capital allownncas on fixed nsaots 2,581 (428)
\ llsed galns on propertias, rolled gains and historlc business comblnations (7,849) (8,148)
Impact of IFRS 18 ravenue gnition reservas - 17,127
Dafarred tax (liability) / nssot {4,843) 8,768
Tho Socloty has ita of ining the tomporary difforences arising in respect of accolerated tox doprociation on its fixed assots and as a result has revised the
ostimation tochniques peviously used therein
*Rostated duo to the application of IFRS 15, see note 1 for further information
19 Called up share capital
As at As at
5 January 6 January
2018 2018
£ £
Allottod, colled up and fully pald
Ordinary shares of £1 cach 3 2
20 Commitments and contingent liabilities.
(i) Capital expenditure committed by the Saciety at period end was £2,255,000 (period ended 6 January 2018: £426,000)
(ii) The future min} lcase p under non |lable operating leases are as follows:
Asatb As at & January
January 2019 2018
Land and Land and
buildings buildings
£'000 £'000
Operating leases payments due.
Within one year 8,419 7872
in the second to fifth years inclusive 16,461 16,100
Over five years 23,867 23,260
48,547 471232
(i) in with Schedule 1 Part 1 of Co-operative Group Limited £355.0m (2017: £355.0m) facilities agreement dated 12th February 2016 Funeral Services Limited has been identified as
a Guarantor under this facility. As at 5 January 2019 £15m (2017 £nil) of this facility was drawndown.
21 Group Entities
Ultimate parent company
The Society is Immediately owned and a wholly owned subsidiary of Co-operative Group Holdings (2011) Limited, a Regi! Society regit d in Eng and Wales.
The Society's ultimate parent underiaking and controlling party is Co-operative Group Limited, a Registered Society regl in and Wales. This Is the smallest and largest group of
which the Soclety is a member and for which lidated are prepi A copy of the group ts can be obtained from the y, Co-operative Group Limited, 1 Angel

Square, Manchester, M60 0AG.

22 Related parties

Identity of related parties

The Soclety has a related party relationship with its Directors.

The Directors’ emoluments are disclosed in Note 3.

Other related party transactions
Transactions with other Trading Group subsidiaries

The Soclety is invalved in a Group set-off scheme whereby the bank accounts within the Trading Group are netted off against each other and any interest payable or receivable is settled or
received by the ultimate parent Soclety Co-operative Group Limited.

23 A i and j
Key Judgements
from with Funeral plans
IFRS 15 (R from with ) requires that revenue should be recognised in respect of separate per i i to the In ing the new
revenue standard to funeral plan sales the Society has ded that the only sep per 1 Is the funeral itself and therefore revenue can only be recognised at the date the

pian is redeemed and the funeral is performed.

Assets held for sale
As the Society was actively committed to the sale of properties relating to closed branches at the balance sheet date and it is deemed to be highly probable to happen within one year then itis
judged that the carrying amount of the assets will principally be recovered through a sale transaction rather than though continuing use.

As such the assets are shown as held for sale in the balance sheet. A key within the as held for sale is the valuation of the assets which are shown at fair vaiue less costs
to sell and that these properties will be sold within one year.

The assets held for sale do not represent a major line of busi or major i area of operati there is no i p

Estimates and assumptions

Impairment of non-financial assets

The carrying amount of non-financial assets (such as property, plant and or goodwill and i is revi at each balance sheet date and if there is any indication of impairment,
the asset's amount is The ble amount is the greater of the fair value of the asset (less costs to sell) and the value in use of the asset. An impairment loss is
recognised whenever the carrying amount of an asset or its cash ing unit ds its amount. For property assets then the fair value less costs to sell are measured
using internal valuations based cn the rental yield of the property.

The Society estimates the value in use of an asset by projecting future cash flows into perpetuity and ing the iated with that asset at a post-tax rate of 7.9% (reflecting
current market assessments and company specific risks). Cash flows are projected using a four-year ptan. Cash flow projections beyond four years (and therefore outside of the four-year plan
period) use a steady growth rate. The ble amount is itive to the t rate used for the DCF mode! as well as the expected future cash-inflows net of cost and the growth rate used
for These esti are most relevant to goodwill and other il ibles with il useful lives.
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2 A H and jud P "
Provisions

A provision is recognised in the balance sheet when the Society has a legal or constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will be
roquired to settle the obligation. If the effect is material, provisions are determined by discounting the expected future cash flows ata pre-tax rate that reflects current market assessments of the
time value of money and, where appropriate, the risks specific to the liability. The most significant provision for the Society relates to dilapidations and onerous leases on properties that are no

longer used for trading purp: and si ions and are made in relation to the estimation of future cash flows and an appropriate discount rate is applied where relevant.
Provisions for onerous leases are primarily based on and the of uncertainty is not high.

Dilapidations are based on our best esti using all i as at the balance sheet date including internal subject matter experts. The liability is sensitive to negotiations with
landlords.

24 Events after the reporting period
CMA Investigation

Post year end, the CMA has announced its decision to faunch an in-depth market investigation into the funeral sector. It is too earlyinthe i igation to draw any with regard to
findings and the impact on the Saciety.
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