BANK OF ENGLAND
PRUDENTIAL REGULATION
AUTHORITY

Mutual Societies Annual Return Form (AR30)

For societies registered under the Co-operative and Community Benefit Societies Act 2014

Society name:

Funeral Services Limited

Important information you should read before completing this form

You must use this form if you are a:
« registered society (previously referred to as an ‘industrial and provident society’)
» co-operative society
+ community benefit society

registered under the Co-operative and Community Benefit Societies Act 2014.

You must submit this form and the society’s accounts within 7 months of the end of your financial year. Failure
to submit is an offence for which the society may be prosecuted.

Please note:
e we have an information note that may assist you in completing this application
e any personal details you give on the form will be placed on the society's public file.

e itis important you give accurate and complete information and disclose all relevant information. If you
do not, it may take us longer to process your annual return.

Please keep a copy of the form and supporting documents for future reference.

Terms in this form

'FCA', ‘PRA’, 'us' and 'we' refer to the Financial Conduct Authority or Prudential Regulation Authority.
‘You' refers to the person signing the form on behalf of the society.

“The 2014 Act’ is the Co-operative and Community Benefit Societies Act 2014
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BANK OF ENGLAND
PRUDENTIAL REGULATION
AUTHORITY

Mutual Societies Annual Return Form (AR30)

For societies registered under the Co-operative and Community Benefit Societies Act 2014

Filling in the form
If you are using your computer to complete the form:

e use the TAB key to move from question to question and press SHIFT TAB to move back to the previous question;
and

¢ print the completed form and arrange for it to be signed by all relevant individuals.
If you are filling in the form by hand:

e use black ink;

e write clearly; and

e arrange for it to be signed and dated by ali relevant individuals.

If you make a mistake, cross it out and initial the changes; do not use correction fluid.

4 Ifyou:

e |eave a question blank;
¢ do not get the form signed; or
e do not attach the required supporting information

without telling us why, we will treat the application as incomplete. This will increase the time taken to assess your
application.

if there is not enough space on the form, you may use separate sheets of paper. Clearly mark each separate sheet of
paper with the relevant question number. Any separate sheets should be signed by the signatories to the form.

Email a scanned copy of the signed form and supporting documents to

mutualsannrtns @fca.orqg.uk

or send it by post to:

Mutuals Team

Financial Conduct Authority
25 The North Colonnade
Canary Wharf

LONDON

E14 5HS

7. Please make sure you include:
s thisform
e aset of printed accounts — signed by two members and the secretary (3 signatures in total)
e an audit report or accountant’s report where required; and

e any supporting documents.
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1.1

1.2

13

1.4

1 Details of society

Details of society

Details of the society

Register number  30808R

Registered office 1 Angel Square

address Manchester
Postcode M60 0AG
Year end date (dd/mm/yyyy)
See Note 1.2

ol2|/ o1 |/ |2|0o|1]6s6

Committee of management
if you are a club you do not need to give a year of birth in questions 1.3-1.6.

The names of the members of the Committee at the date on which the return is signed
should be entered below in BLOCK CAPITALS.

Details of Chairman

Name

Address

Postcode

Year of birth i
\

Business occupation
and other

Name

Address

Postcode

Year of birth

Business occupation
and other
directorships

directorships
Details of Treasurer
FCA e Mutuals AR 30 — registered societies (F) ® Release 3 e July 2014 page 3
\




1 Details of society

1.5 Details of Secretary

Name Caroline Sellers

Address 1 Angel Square
Manchester

Postcode M60 0AG

Year of birth 1972

Business occupation
and other Chartered Secretary
directorships

1.6 Details of Members of the Committee

Name Address Year of Business
birth occupation
and other
directorships
Alison Close 1 Angel Square 1975 Director
Manchester
M60 0AG
Andrew Oldale 1 Angel Square 1968 Director
Manchester
M60 OAG

Please use separate sheets of paper if you need more space, following the instructions
provided in section 5 above.

Piease indicate how many separate sheets of paper you have used

0

Please continue, answering all questions.
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1 Details of society

1.7 Are any members of the society’s committee disqualified as directors under the
Company Director Disqualification Act 1986?

X No
0 Yes

1.8 Does the society carry out any activity which is regulated under the Financial
Services and Markets Act 2000? (e.g. accepting deposits in a form other than
withdrawable shares; offering insurance products; undertaking residential mortgage
business). If ‘'yes’ please state the society’s Financial Services Register firm reference
number

X No
1 Yes

Financial Services Register firm reference number

1.9 Is the society a subsidiary of another society?

3 No
X Yes

1.10 Does the society have one or more subsidiaries?

O No
X Yes

1.11 Is the society currently accepted by the HM Revenue and Customs as a charity for tax
purposes?
X No
O Yes

Please confirm you have attached a copy of the letter from HM Revenue and Customs
confirming charitable tax status:

O Yes

1.12 Is this society a charity registered with the Office of the Scottish Charity Regulator
(OSCR)?

X No
[ Yes » provide your Scottish Charity number below

1.13 Is the society registered with one of the following (please tick)?
[0 Homes and Communities Agency
[J The Welsh Ministers
O Scottish Housing Regutator

If so, please provide your register number
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1.14

1.15

1.16

1.17

1 Details of society

All societies must answer the following questions:

o if a bona fide co-operative society go to question 1.14

(o]

» if existing for the benefit of the community go to question 1.1

Bona fide co-operative society

How did members benefit from the business, industry or trade of the society
during the year?

The purpose of Funeral Services Limited (the "Society") is the legal entity for the Co-
operative Group's Funeralcare business, the UK's leading funeralcare business. The
Society is a wholly owned subsidiary of Co-operative Group Limited (the "Group") and
its strategy is aligned with the Group, also a registered society under the Co-operative
and Community Benefit Societies Act 2014. Funeralcare is at the heart of it's
communities and championing and transforming attitudes to later life and bereavement
with its membership and broader communities is at the heart of its strategy.

Is membership of the society required to obtain the benefits offered by it?

O Yes
X No

In what way did members participate in an ongoing basis in the society’s primary
business during the year?

The Society by virtue of its function and position within the Co-operative Group
structure is run for the benefit of its members. Its members receive exclusive benefits
and have a say in how The Co-operative Group as a whole is run via a network of
democratically elected member representatives.

How did members democratically control the society?

The Society is owned by Co-operative Group Limited (the 'Group'). The Group is jointly
owned by its Individual and Independent Society Members. During 2015, Individual
Members of the Society exercised their democratic rights by serving as elected
representatives on the Group's Member Council and by having the option to attend and
vote at the Group's AGM, depending upon the amount of trade they have done with the
society during the year.
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1 Details of society

1.18 How did the society use any surplus/profit?

If the society distributed the surpius/profit to members please explain how this was done.

The profit wasn't distributed.

Please use separate sheets of paper if you need more space (see section 5 above)
Please indicate how many separate sheets of paper you have used.

Continue to 2.1
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1 Details of society

Community benefit society

1.19 Who are the community the society benefited?

N/A

1.20 How did the society benefit that community during the year?

N/A

1.21 How did the society use any surplus/profit?

N/A

Please use separate sheets of paper if you need more space (see section 5 above).
Please indicate how many separate sheets of paper you have used.

Continue to 2.1
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241

Statistics

Account details

You must enter the figures below

See notes for help on items E-T. Enter NIL where applicable

A [Members at beginning of year 2

B |Members ceased during year 0

C |Members admitted during year 0

D |Members at end of year 2

E |Tumover for year 389,426,000
Total of income and expenditure

F |(receipts and payments added 74,776,000
together)

G  |Net surplus/(deficit) for year 79,426,000

H |Fixed assets 998,527,000

I Current assets 310,458,000

Total assets (equal to amount in

J row O, below) 1,308,985,000
K  |Current liabilities 58,995,000

L  |Share capital

M |Long-term liabilities 823,458,000
N |Reserves 426,532,000

Total liabilities, share capital &
O |reserves (K+L+M+N) (equal to
amount in J above)

1,308,985,000

All societies (excluding clubs) must complete boxes P-T

Investments in other registered
societies

Q |Loans from members

Loans from Employees'

R Superannuation Schemes NIL
S |Dividends on sales NIL
T |Share interest NIL

2 Statistics

FCA e Mutuals AR 30 — co-operative and community benefit societies (F) ¢ Release 3 e July 2014
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2 Statistics

2.2 Names of subsidiaries as defined in sections 100 and 101 of the Co-operative and
Community Benefit Societies Act 2014

Newco (Crematoria) Limited

Newco (Crematoria) 2 Limited

Newco (Crematoria) 3 Limited

2.3Names of subsidiaries not dealt with in group accounts (if any) and reasons for
exclusions (as approved by the FCA)

The society must have written authority from us to exclude a subsidiary from group
accounts
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3 The audit

The audit

3.1

3.2

3.3

Type of audit used for the attached accounts.

If the society has used a full professional audit or an accountant's report then the report
must be prepared by a registered auditor.

X Full professional audit » Continue to section 4

O Accountant's report » Compiete questions 3.2 and 3.3

O Lay audit » Complete questions 3.2 and 3.3

O Unaudited » Complete questions 3.2 and 3.3

Do the society's registered rules allow the society not to undertake a full
professional audit?

O No
3 Yes

Has the membership passed at a general meeting a resolution allowing the society
not to undertake a full professional audit for the year of account in question? (In
accordance with section 84 of the Co-operative and Community Benefit Societies Act
2014)

[ No
[ Yes
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4 Accounts and signature

Accounts and signature

Accounts

4.1 Date on which the accounts and balance sheet will be/were laid before the AGM
(dd/mm/yyyy)

(ArA

I101G|/]2]0]|1]s

4.2 Has your society produced accounts to the minimum standard required?
X Yes » you must confirm that you have attached the accounts

and the audit/accountant's report bearing the original
signatures of the auditor (if required by law), the secretary
and the two committee members. I Attached

[J No » you must produce accounts to the minimum standard

required, see notes for details.

Signature - all societies to complete

4.3 The Secretary of the society must sign and date below

| certify that the information in this form is correct to the best of my knowledge and belief.

Name

Caroline Sellers

Signature

Phone number (8437519238

Email

claire.dalton @co-operative.coop

Date

22 June  LONC
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Funeral Senaces Limited
1P30808R

Financial statements
2nd January 2016

of di ¢ ibilities in respect of the fi ial

P

The Directors are responsible for preparing the financial in with i law and

Industrial and Provident Society Law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have elected fo prepare the financial statements in
accordance with IFRSs as adopted by the EU.

The Society financial siatements are required by law 1o give a true and (air view of the state of affairs of the Society and of the profit or loss of the Society for that period.
In preparing the Sociely financial statements, the Directors are required to:

* select suitable accounting policies and then apply them consistently;

*  make jud and esti that are and prudent;
» state whether applicable IFRSs as adopted by the EU have been followed, subject to any material departures
disclosed and ji in the fi ial and

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Society will 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 financial
statements comply with the Co-operative and Community Benefits Society Act 2014. They have general responsibility for laking such steps as afe reasonably open to them to sateguard the assets of
the Society and to prevent and detect fraud and other irmegularities.



Funeral Services Limited
1P30808R

Financal statements
2 January 2016

KPMG LLP

1 St Peter's Square
Manchester

M2 3AE

United Kingdom

independent auditor's report to Funeral Services Limited Co-operative Society

We have audited the fi i of Funeral i Limited ("the Society*) for the period ended 2 January 2016 set out on pages 3 to 21. The financial reporting framework that has been
applied in their preparation is applicable law and ional Financial Reporting (IFRSs) as adopted by the EU.
This report is made solely 1o the Society in accordance with section 87 of the Co-operative and C ity Benefit ieties Act 2014. Our audit work has been undertaken so that we might state to

the Society those malters we are required to state 1o it in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Society for our audit work, for this repod, or Tor the opinions we have tormed.

Respecti ponsibilities of di and auditor
As more fully explained in the Statement of Directors’ Responsibilities set out on page 3, the society’s di are responsibie for the preparation of fi ial which give a true and fair
view. Our responsibility is to atdit, and express an opinion on, the fi i in with appli law and | ionhal on Audiling (UK and Irefand). Those standards

require us to comply with the Audiling Practices Board's Ethicat Standards for Auditors.

Scope of the audit of the financiat statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's website at www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements

In our opinion the financial statements:

give a true and fair view, in accordance with IFRSs as adopted by the EU, of the state of the Society’s affairs as at 2 January 2016 and of the income and expenditure of the Society for the year
then ended; and

comply with the requirements of the Co-operative and Community Benefit Societies Act 2014.

Matters on which we are required to report by exception

We have nothing to repoft in respect of the following.

Under the Co-operative and Community Benefit Socielies Act 2014 we are required to repor to you it. in our opinion:
the Socisty has not kept proper books of account; or

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

the fi i are not in

g with the Society's books of account; or

we have not received afl the information and explanations we need for our audit.

/L’(sc'-c; /ﬂ/v;

Mick Davies {Senlor Statutory Auditor)
for and on behaif of KPMG LLP, Statutory Auditor

Chartered Accountants

1 St Peter's Square

e 23/6/0006

United Kingdom




Funeral Sesvices Limited
IP30808R

Financial stalements
2nd January 2016

Income statement
for the period ended 2 January 2016

For period For period

ended 2 ended 3

January January
Notes 2016 2015
£'000 £000

Revenue 389,426 350,152
Cost of sales (127,509) (115,328)
Gross profit 261,917 234,824
Administrative expenses (187,141) (174,465)
Operating profit 74,776 60,359
Profit on disposal of property, plant and equipment 2 939 1,052
Profit before taxation 75,775 61,411
Taxation 6 3,651 2,092
Profit for the perlod 79,426 63,503
All relate to

preh i
for the period ended 2 January 2016

The Society has no recognised income or expenses in the current or prior period other than these included in the income statement shown above.

The notes on pages 7-21 torm past of these financial statements.




Funeral Services Limited

iP30808R
Financial siadlements
2nd January 2016
Balance Sheet
at 2 January 2016
As at2 As at2 Asat3 Asat3
January January January Januacy
Notes 2016 2016 2015 2015
£000 £'000 £'000 £'000
Non-current assets
Property, plant and equipment 7 161,552 163,210
intangible assets 8 45,521 46,620
Investments ] 780,485 660,416
Trade and other receivables 11 10,969 10,517
Total non-current assets 998,527 880,763
Current assets
Inveniories 10 5,562 6,519
Trade and other receivables 11 70,229 35,497
Cash and cash equivalents 234,667 191,189
Total current assets 310,458 233,205
Total assets 1,308,985 1,113,968
Non-current liabitities
Trade and other payables 12 (816,257) (689,770)
Provisions 13 (2,212) (2,080)
Defertad tax liabilities 14 (4,989) (8.640)
Total non-current liabilities (823,458) {700,490)
Current llabilities
Trade and other payables 12 (58,318) {65,599)
Provisions 13 677) {773)
Total current liabilities 58,995] (66.372)
Totat lisbilities {882,453) {766.862)
Net assels 426,532 347,106
Equity
Retained samings 426,532 347,106
Total equity 426‘532 347.106
The notes on pages 7-21 loim part of these financial statements.
Thess fif i were appi by the Board ot Directors on 22 J( m z 70 b and were
signed on its behalf by:
Director : Disector Secretary
A Close A Oldale C Sellers



Statement of changes in equity
for the period ended 2 January 2016

Balance at 3 Januasy 2015
Profit for the period

Balance at 2 January 2016
Balance at 4 January 2014

Profit for the period
Arising from transfer of Engagements

Balance at 3 January 2015

All items are shown net of tax.
The notes on pages 7-21 form pait of these financial statements,

Funy

eral Senvices Limited
IP30808R

Financial statements
2nd Janhuary 2016

Called up Capital

share Share Total
capital Premium reserve samings equity
£000 £000 £000 £'000 £'000

- - - 347,108 347,106

- - - 79,426 79,426

- - - 426,532 426,532

- - - 312,686 312,686
- - - (29,083) (29,083)

. - - 347,106 347,106




Statement of cash flows
for the period ended 2 January 2016

Profit Before Taxation
Adjf for sh items and in
working capital

Cash flows from operating activities

Net cash from operating activities

Cash flows from investing activities

Acquisition of plant and

Proceeds trom sale of property, plant and equipment
Acquisition of intangible assets
Acquired Cash on acquisition

Net cash from Investing actlvities

Net cash from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 3 January 2015
Cash and cash equivalents at 2 January 2016

The notes on pages 7-21 foim pait of these tinancial statements

Notes

For period
ended 2
January

2016
£'000

75,775

17,015)

58,760

58,760

(16,589)
1,314
®

{15,282)
43,478

191,189
234,667

Funera Senvices Limited
1P30808R

Francial sislements.
2nd January 2016

For period
ended 3
January

2015
61,411

(97,267)

{35,856)

(35,858)

(15,581)
1675

(2.366)
2,781

(13,491)

(49,347)
240,536
191,189




Funeral Senvices Limited
1P30808R

Financial sialements.
2nd January 2016

Notes
(forming part of the financial statements)

1 Accounting policies

Reporting entity

Funeral Services Limited is a Society domiciled in England and Wales. The addiess of the Sociely’s registered office is 1 Angel Square, Manchester, M60 DAG.
Basis of preparation
The Society financial statements have been prepared in accordance with the Co-opetalive and Community Benefit Societies Act 2014 and i ional Financial Reporti dards as

endorsed by the EU (IFRS) for the period ended 2 January 2016 and are prepared on the historical cost basis. The accounting policies set out below have been applied oons-slentty to alt periods
[ d in these fi i

The p ion of fi ial in ity with tFRS requires to make jud d and
assets and liabilities, income and expenses. Actual results may ditfer from these estimates.

pi that aftect the application of policies and reported amounts of

Estii and ying assumpti are based on histotical experience and various other factors that are believed to be under the cit the restdts of which lorm the basis of
making the judgements about carrying values of assets and liabilities thal are not readity apparent {from other sources.

The esti and i ions are reviewed on an ongoing basis. Revisions to i are ised in the period in which the estimate is revised if the revision affects only
that period, or in the period of the revssaon and future periods if the revision atfects both cusrent and future periods.

Accounting date

The financial statements for the period are prepared lor the 52 weeks to 2 January 2016. The cofresponding figures for the previous period are prepared for the 52 weeks to 3 January 2015.

Going concem

The li i have been prep on a going concem basis as the Directors, having reviewed lorecast trading for the forthcoming twelva months and cusrent funding amangements, believe
this to be appropriate
The Directors of the Society have prep iti cash fiow for a petiod in excess of 12 months from the date of isation of these fil i and have di: them with

the Directors ot the Co-operative Group Limited {“the Group™).

and interpr Issued but not yet effective

The Society has not early adopled the ] and The adoption of these standards is not expected to have a material impact on the Company’s/Society’s accounts when
adopted:
Clarification of Accep Methods of Dep and isation and bringing bearer plants into the scope of IAS 16 (Amendments 10 IAS 16 and IAS 38):

«  Annual Improvements to IFRSs 2012 -2014 Cycle - various standards;

« Di Initiative (A cl o 1AS 1),

The adoption of the foll g ck may have a malerial impact on the Society’s accounis when adopted:

IFRS 8 (Financial Instruments: Classification and Measurement (2013))"

This new aandard issued in July 2014 replaces |AS 39 (Financtal b R ition and M it (2009)). IFRS 8 Financial includes requi for the g and
ition and hedge ing for fi i . IFRS 8 was originally issued in November 2009, reissued in October 2010, and then amended in November 2013. The
standard will be effective for annual periods beginning on or after 1 January 2018. Management are assessing the impact of this standard on its financial statements.

IFRS 15 Revenue from Contracts with Customers®

This new standard, issued in July 2014 repi a number of and intesp i i g IAS 11, 18 and IFRIC 13, 15 and 18. It will be effective for annual periods beginning on or after 1
January 2018. As the Company's/Society’s operations are mainly in retail and not in long term contracts, the effects of this standard will be minimal, except with regards to member payments. As a
member will usually expect a discount in the form of a dividend on the point of sale, the Company/Society will need to gnise a liability al the point of sale rather than when the dividend is approved
at the Annual General Meeting. in addition, the amount recognised as a liability will be presented as a reduction in revenue rather than as a chargs to the tncome Statement after operating profit. As

the G joty is still ping its tutute divi strategy, the ical impact of these changes is uncertain.

IFRS 16 Leases"

IFRS 16 ges the ing for leases by lessees. N sliminates the current 1AS 17 dual accounting model, which distingui b bal sheet tinance leases and off-
balance sheet operating leases and, instead, introduces a single, on-balance sheet accounting model that is similar to current finance lease accounting. It will be eftective for annual periods beginning
on or after 1 January 2019. As the Company/Society has material operating lease obligations the il ion of the new will have a ial impact upon both assets and liabilities on the
balance sheet and the rental charge recorded in the income M are ing the impact of this dard on its fi

*Not yet endorsed by the European Union.




Funeral Services Limiled

Notes (continued}

1 A g policies (

Cash and cash equivalents

Cash and cash equival ise cash and call dy ils. Bank overdralts that are repayable on demand and form an integral part of the Society’s cash management are included as a

G

component ol cash and cash equlvalenls for the purpose of the cash flow statement.
Cash flow statement

In the cash flow statement the reconciliation to cash has been performed from operating profit in the income statement in order that the cash fiows of the entity can be compared consistently with ihose
of the group accounts.

perty, plant and equip and dep i
@) Owned assels

Cost includes expenditure that is directly attributable lo the acquisition of the asset. The cost of self assets il the cost ol ials and direct labour, any other costs directly
attributable lo bringing the asset to a working condition fof its lnlended use, and the costs of dismantling and removing the items and restoring the site on which they are localed. Purchased software
that is inlegial to the functionality of the related equip is capitalised as part of thal equij

Depreciation is provided to wiite off the cost less the estimated residual value of property, plant and ecui by equal install over their estil d useful ic lives as follows:
Freehotd buildings - 2.0% per annum

Hardware & Software - 33.3% per annum

Ptant and machinety - 7.5 - 33.0% per annum

Fixtures and tittings - 12.5% per anhum

Motor Vehicles - 11.1% - 25% per anhum

The residual value, if not insignifi is d y.

Where parts of an item of property, plant and equipment have different usefut iives, they are d for as sep items of property, plant and equi

No depreciation is provided on fteshold tand.

(ii) Leased assets

Leases where the Society assumes substantially all the risks and rewards of ownership are classified as finance leases. The owner pied properly acquited by way of finance lease is stated at an
amount equal to the lowes of its fair value and the piesent value of the mini {ease pay atthe i ion of the lease, less precialion and i i fosses.

Property held undes operating leases that would otherwise meet the delinition of i property may be classified as investment property on a property-by-property basis. Where such leases are
freated as investment properties, the assets are held al fair value and the leases are accounted for as finance leases.

intangible assets

{i) Goodwill

All ions are tor by applying the method. Goodwill tep arising on acqui ol i i and joint . In respect of b
acquisitions that have occutted since 11 January 2004. goodwill rep the ditf: bet the cost of the acquisifion and the fair value of the net identifiable assets acquired.

impairment

The carrying amount of the Society's assets are feviewed at each balance sheet date 1o determine whether there is any indication of impai It any such indication exists, the assels’ recovetable
amount is estimated. For langible assets such as land and buildings and motor vehicies the estimate is based on ref. to market v ions where avail . in the case of goodwill the recoverabie
amount is determined by calculation of 1he net present value of expecied future cashfiows.

An impairment loss is recognised whenever the carying amount of an asset or its cash- ing unit ds its bie amount. | i losses are gnised in the income statement.

The recoverable amount of the Society's assets is the greater of their net selling price and value in use. In assessing vatue in use, the estimated future cash fiows are discounted to their present value
using a pre-tax discount rate that refiects current market assessments of the time value of money and the risks specific 10 the asset.

In respect of these assets, an impaimment loss is reversed if there has been a change in the estimates based on an event qQ fo the initial i i used to ine the recoverable amount.
Reversal of impai losses are gnised in the income statement in the same categofy as the original impaimment charge.

An impairment foss is reversed only to the exlem thal the assef's carrying amouni doss nol exceed the carrying amount that wouid have been d. net of depreciation or isation, if no
impaitment foss had been | Ani loss ised for goodwill shalt not be reversed in a subsequent period.

(ii) 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 canying value is still reflective of Juture economic benetit.

{P30808R
Financial stalemenis
2nd January 2016




Funerat Services Limited

Notes (continued)
1 g policies (continued,
Prepaid funeral plans (plans)

Prepaid funeral plans are accounted for in accordance with IAS 18. A small proportion of revenue is recognised on the sale of each plan, equivatent to the uplront marketing and admmlslrallon cosls
incurved in the initial sale. The proportion of the plan value that is fecognised varies depending on the sales channel, reflecting different underlying costs of the . T
revenue is recognised when the funeral is defivered.

At the point of sale both the initial plan investment and the liability for the funeral delivery are recorded at the plan value less the revenue recognised on sale. On future measurement, the plan
investment is recorded al fair value as it is designated as available for sale. A Ilahllty adequacy testis peﬂorrned by a qualified Actuary every three years on the funeral plan liability to ensure it a isas!
reflects the anlicipated cost of delivering the funeral in the future. In b the ions of invesiment growth and cos! inflation are reviewed by management o
ensure the plan liability continues to at least reflect the anlicipated cost of delivering the funeral in the future.

Funerat benefit options (FBOs)

FBOs ars attached to Guaranteed Oves 50's life insurance plans (GOFs) sold by the Group’s 3d party insurance partners. An FBO is the assignment of the sum assured proceeds of a GOF policy to

Fi tor the puip of ing their funeral. in ge the GOF is a di 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 incuited in obtaining the FBO ate deferred onto the Balance Sheet. These are
1hen expensed ai the point of redemption when the revenue is recognised. Any plans that are cancelled are written off at the point at which Funeralcare are made aware of the cancellation. A separate

provision is also made to cover the exp d ions of FBOs. No i of liabiity is recognised for FBOs as the option does not guarantee a funeral and the liability for which remains with
the insurance pariner. Any difterence between the funeral piice and the sum assured at the point of redemption is the liability of the estate of wh takes ibility for ging the
funeral.

Pensions and other post-retirement benefits

The Society's employees were members of a Group wide pensions scheme. the Co-operative Group Pension (A ge Career Eamings) (the Pace Comp This Pace Complete
Scheme is a defined benetit scheme. The Society conttibuted 1o the Pace Complete Scheme in respect of its employ who were of the Sch up until the end of October 2015 when i
was closed 1o future accrual. However, the Society is unable 1o identity its share of the underlying assets and iabilities of the scheme and therefore contributions (o the scheme up until the end of
October were accounted for as if it wete a defined contribution scheme. There is no contracted agtsemenl [ slaled Gmup poticy for charging the net defined benefit cost for the plan as a whote
measured in accordance with IAS 19 to individuai Group entilies, therefore Funeral Services Limited, in its indivi cannot ise the net defined cost so charged. Reler lo
disclosure of inforration retevant to the scheme on note 5.

A defined contribution scheme is a pension plan under which the Society pays contributions into a separale entity and has no legal or constructive obbganon to pay further contributions it the fund does

not hold sufticient assets. Obligations for i Io defined i plans are exp d as the related sesvice is provided. Prepaid are ised as an asset to the extent that
acash refund or a ion in future pay is
Inventories
and work in p are slated at the lower of cos, i h i and net i value. The cost of finished goods and work in progi i the cost of
and direct labour.
Classification as a di i peration occurs upon disposal of when the operalion mests the criteria to be classitied as held tor sale, if earfier.

Interest-bearing borrowings

Interest-bearing borfowings are recognised initially at fair value less atiril ion costs. Subx to initial ition, interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being reoogmsed in the mooma statement over the peﬂod of the bosrowings on an effective interest basis. All borrowing costs are expensed when
occurred except when they are directly attril to the isif orp ion of a qt ying asset. Il this is the case, they are included in the cost of the asset.

Operating segments

The Society's chief operating decision makers are the Board of Directors. The Society does not have any different components of its business which would need to be disclosed separately under iIFRS 8
Operaling Segments.

Taxation
(@) Income tax

Income tax on the profit o loss for the year 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) Deterred taxation

Deferred 1ax is provided, with no discounting, using the balance sheet liability method, providing tor poraiy difference b the cariying of assets and liabilities for fi iat reporting
purposes and the amounts used for taxation purposes. The foliowing porary diff are nol provi for: the initial ition of assets or liabilities that affect neither accounting nor taxable
profits and diff relating to inv in ies to the exient that mey will probably not reverse in the joreseeable future. The amount of deferred tax provided is based on the expected

manner of sealisation or setttement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax assel is recognised only 10 the extent that it is probable that future taxable profits will be available against which the asset can be utitised. Deferved tax assets are reduced o the extent
that it is no longer probable that the related tax benelit will be realised. In the case of investment properties it is assumed that uplifis on vaiuation principally reflect future rentals.

Revenue
Revenue rep the ing vaiue added tax) derived from the provision of goods and services fo customers during the period.
Alt revenue is detived from the Society’s principal activity of funeral di and iated ices in the United Kingdom.

The provision of a funeral is principally a setvice-based supply with a relatively small element of goods. Revenue for a funeral is recognised at the point the funerat is carried out. in the supply of
il masonty, is ised at the point the masonry is fitted into place.

Funeral Plan revenue is recognised net of value added tax on lump sum plans, and on point of redemplion on funeral benslit option plans.
Operating Leases

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

Lease incentives received are recognised in the income statement as an integral part of the total lease expense.

Share capital

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

Provislons

A provision is recoghised in the balance sheet when the Society has a legal or oonslmctrve obligation as a result o a past event, and it is probable that an outtlow of economic benefits will be required
1o settie the obligation. it the effect is i isions are by the expected future cash flows at a pre-tax fate thal reflects current markel assessments of the time value ol
money and, whefe approptiate, the risks specmc to the liability.
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Notes {continued)

2 Profitbefore taxation

Profit before taxation is stated after charging / (crediting):

Depreciation

Gain on sale of property, plant and equipment
Operating lease rental charges

Staff costs (see note 3)

For period
ended 2
January

2016

17,986
(999)
6,741
105,847

Funeral Services Limited
1P30808R

Financiel sialements
2nd Janhuary 2016

For period
ended 3
January

2015

19,620
0.052)

6179
97.124

The auditor's remuneration of £42,000 (period ended January 3 2015; £35,000) is boine by the ullimate parent undertaking. The Company is exempt by virtue of s494 of the Companies Act 2006 lrom

fusther disclosuses in relation to auditors' remuneralion as it is a wholly owned subsidiaty ol the Co-operative Group Limited tor which

audit fee information on a group wide basis.

3 Staff numbers and costs

The average number of persons employed by the Society (including Directors) during the period, analysed by category, was as tollows:

Full-time
Part-time

The aggregale payroll costs of these persons were as tollows:

Wages and salaries
Social secutity costs
Other pension costs (see note 5)

Number of employees

For period
ended 3
January

2015

2,386
1,819

4,205

For period
ended 2
January

2016
£000

90,929
6,748
8,170

105,847

nosr

Number of
employees
For period
ended 3
January
2015

2,180
1.805

3.985

Fot peticd
ended 3
January

2015
82,555
8,234

87.124




Funeral Services Limited

Notes (continued)

4 Directors’' remuneration

For period For period

ended 2 ended 3

January January

2016 2015

£000 £000

Directois’ emoluments 296 83t

Society pension contributions to personal pension 54 115
schemes

350 946

Highest paid For period For period

ended 2 ended 3

January January

2016 2015

£000 £000

Emoluments 201 498

For period For period

ended 2 ended 3

January January

2016 2015

Number Number

Number of ditectors tor whom benelits ate accruing 2 3

5 Pension Scheme

The Co-operative Group Pension Scheme (PACE)

The Societyis a wholly owned subsidiary of Co-operanvs Group Ltd which operated a defined benefit scheme (the Pace Complete scheme) up until the end of Oclober when il was closed to future
acciual. The assels are held in a sep d trust. Until D 2013 the Pace scheme was defined as a Group plan, as ali participaling entities were under the common conliol of the
Co-opesative Group Limited (the sponsoring employer). Following the itali of Co-operative Bank pic in D ber 2013, the varsious entities patticipating in the Pace plan are no longet under
common control of the Cooperatlve Group and as a result, the Pace scheme became a multi employer scheme. Full details of the Pace plan for the period ending 2 January 2016 are disclosed in the

Co-operative Group's i tor that period.

This society is neither the sponsoring entity nor legally detined as a p i ployer of the Pace Complete scheme. However, as the society either cusrently employs or has histoticall loyed
members of the Pace scheme, the charge made to the Society up unul lhe end ot October 2015 by the ulllma(e parent society for employment costs includes a charge in respect of the Pace scheme at
an agreed percentage of the pensionable wage. The agreed p of p wage is by an P qualified actuary. The amount recognised as an expense in respect of

the Pace schemae for this Socisty was £8,170,000 (2015: £8,234,000). This is mcluded in the staft costs as disclosed in note 3.

As the Pace Complete Scheme was ciosed to future accrual at the end of October 2015, the Pace DC scheme was exp The employ ibuti made by the Society / Company have been
charged to the income statement when incurred.

IP30808R
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Notes (continued)

6 Taxation
For period For period For period For petiod
ended 2 ended 2 ended 3 ended 3
January January January January
Analysis of credit in period 2016 2016 2015 2015
£'000 £000 £000 £000
UK cofporation tax
Current tax on income for the period N -
Total current tax - -
Deferred tax (see note 14)
Deferred tax - current period items 2,024 2,082
Defered tax - adj in respec of previous periods 1,084 10
Etfect of rale change on closing balance 543 -
Tax on profit on ordinary activities 3,651 2,092

Factors affecting the tax credit for the cuirent period.

The current tax credit for the period is higher (3 January 2015: higher) than the standand rate of corporation tax in the UK of 20.25% {2015: 21.5%). The dilferences are explained below:

For period Fort period
ended 2 ended 3
January January
2016 2015
£'000 £000
Current 1ax reconciliation
Prolit before tax 75,775 61,411
Cusrent tax charge at 20.25% (2015: 21.5%) 15,342) (13.199)
Eﬂeds of
not i lor tax (inchudi (46) (19)
Depreuanon and amortisation in excess of capital allowances (1,178) (1.481)
Profit on disposal of fixed assets 2 (13}
Restatement ol deferred tax {0 18% (2015: 20%) 518 (155)
Adjustments lo tax charge in respect of previous petiods 1,084 10
Group relief not paid for 18,583 16,949
Total income tax credit (ses above) 3,651 2,082
Factors effecting the tax charge in fiture periods
Reductions in the UK corporation tax rate from 23% lo 21% {effective from 1 Apiil 2014) and 20% (effective trom 1 April 2015) were substantively enacted on 2 July 2013. Further reductions to 19%

(eftective from 1 April 2017) and to 18% (eftective 1 Aprii 2020) were substantively enacted on 26 October 2015. The deferred tax liability at 2 January 2016 has been calcutated based on these rates.

An additi ion to 17% (eflective from 1 April 2020) was announced in the Budget on 16 March 2016. This will reduce the company's future cunfent tax charge accoidingly and reduce the
delerred tax liability.




Notes (continued)

7 Property, plant and equipment

For the year snded 2 January 2016

Cost

At 3 January 2015
Additions
Disposals

Transters from assets under construction

intra-group statutory transfer
Fully written down assels

At 2 January 2016

Depreciation

Al 3 January 2015

Charge for the period
Disposals

Intra-group statutory transfer
Fully wrilton down assets

At 2 January 2016

Net book value
At 2 January 2016

At 3 January 2015

Freehold land and

Plant and Fixtures and fittings

buildings machinery
£000 £'000 £000
131,132 744 88,940
3720 1 2,257
(40) - (80)
53 - 151
(1,586) (513) (25,938)
133,279 232 65,330
36,159 654 51,650
2,200 26 9.001
- - (13)
(1,586) (513 (25.938)
36773 167 34,700
96,506 85 30,630
94,973 20 37,290

Funerat Services Limiled
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Motor vehicles Assets under Total
construction
£000 £000 £000
65,336 2,445 288,597
8,713 1,897 16,588
(3.773) - (3.893)
312 (516) -
60 - 60
6.172) - (34,209)
64,476 3,826 267.143
36,924 - 125,387
6,759 - 17,986
(3.565) - (3.578)
5 - 5
6.172) - (34,209)
33,951 106,591
30,525 3,826 161,552
28,412 2,445 163,210

in previous years, fully depreciated assets have been retained in the Society’s tixed asset register and included in the table above. in ordes fo provide greater understanding of the Society’s annual
depreciation charge in the current year, these assets have been removed trom both cost and accumulated depreciation

Assets with a book value of £315,000 wete disposed of during the period. The prolit on disposal of £999,000 arising from the sale of these assets has been recognised within operating profit.

For the year ended 3 January 2015

Cost

At 4 January 2014
Additions
Disposals

Transters trom assets under construction

intra-group statutory transfer
intra-group statutory transier:CLP

At 3 January 2015

Depreciation

Al 4 January 2014

Charge for the period

Disposals

Intra-group statutory transter
Intra-group statutory transter:CLP

At 3 January 2015

Net book vaiue
At 3 January 2015

At 4 January 2014

Freehold land and

Plant and Fixtures and fittings

bulidings machinery
£000 £000 £000
128,840 4 79.246
2,066 3 7.571
(161) - 31)
183 152
204 - -
- - 2,002
131,132 744 88,840
34,010 627 40,650
2,144 27 9,526
(50} - (18)
55 R
- - 1,492
36,158 654 51,650
94,973 920 37,290
94,830 114 38.506

Motor vehicles Assets under Total
construction
£000 £000 £000
63,904 6,814 279,645
6,154 (213) 15,581
(5.164) - (5.356)
282 (4.256) (3.639)
160 - 364
- - 2,002
65,336 2.445 288,597
33,667 - 108,954
7.923 - 18,620
{4,665) - {4.733)
1) . 54
- - 1,492
36,924 - 125,387
28,412 2,445 163,210
30,237 6.914 170,691
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8 Intangible Assets
For the year ended 2 January 2016
Goodwill Website Total
£000
Cost
At 3 January 2015 42,335 6.005 48,340
Additions - 8 8
At 2 January 2016 42,335 6,013 48,348
Amortisation
At 3 January 2015 819 901 1,720
Charge for the period - 1,107 1,107
At 2 January 2018 819 2,008 2,827
Net book value
At 2 January 2016 41,516 4,005 45,521
At 3 January 2015 41,516 5.104 46,620
For the year ended 3 January 2015
Goodwill Website Total
£000
Cost
At 4 January 2014 42,336 - 42,335
Acquisitions in period - - -
Additions - 2.366 2.366
Translers trom assets under construction - 3639 3,639
At 3 January 2015 42,335 6,005 48,340
Amortisation
At 4 January 2014 819 - 819
Charge for the period - - -
Impairment charge - - -
Amortisation - 901 201
At 3 January 2015 819 901 1,720
Net book value
At 3 January 2015 41,516 5,104 46,620
At 4 January 2014 41,516 - 41,516
The Society tests goodwill y for impail or more freq y if there are indications that goodwitl might be imp
The bl of the All and i ible assets CGUs are ined by value in use caiculations. To prepare value in use calculations, the Society uses cash flow projeclions
for a 10 year period then into perpetuity from year 11. 2016-2018 forecasts are based on the board approved three year plan with cash flows beyond this pesiod are extrapolated at the 2018 cash tlows
fo reflect the risk of declining death rate in the United Kingdom offset by imp: cost in the busi Expected capital spend for d is also included ing an 8 year refit
cycle costing £25,000 per branch. Group Corporate costs have also been allocated to each CGU. These calculations are then discounted back 1o present value, using the posi-tax discount rate of 8%.
The post-tax discount rate has been adjusted for Society and market specific risks which the Directors consider o be appropriate.
The key iptions for these are those regarding revenue growth and gross margin which managesnent 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 caiculated headroom on the net book value of goodwill is £201.3m.
14
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9 Investments

Funeral Plan Investments

For perlod For period

ended 2 ended 3

January January

2016 2015

£000 £000

At beginning of year 660,416 1.413

New funeral Plan addifions 114,483 62,147

Existing funeral Plans redesemed and cancelled (59,535) (26,670}

Transfer of engagements - 622,475

Interest and Bonus applied 85,121 1,051

Atend of year 780,485 660,416

The society holds invesiments on the balance sheet in respect of Funerat Plan policies which ate invested in either individual whole of life policies, trusts or life prod Thei are
subject to a triennial valuation. The most recent ion was perf d in Sep 2015 and reported of £36,802,000.

In the prior year as pat of the transfer of engagements of Co-operative Life Planning Limited such funeral plan invesiments of £622,475,000 were transfeited 1o the society.

10 Inventories

For period For petiod
ended 3 ended 3
January January
2015 2015
£'000 £000
Raw malerials and consumables 182 162
Work in progress 170 164
Finished goods 5,210 6,193
5562 6519
11 Trade and other recelvables
For period For period
ended 3 ended 3
January January
2015 2015
£'000 £000
Non-curment assets:
Funeral benefit opfion defefred costs 10,969 10,617
10,969 10,517
Curent assels:
Transler of engagements - 27.648
Trade and other receivables 38,111 5,951
Amounts owed by group undertakings 30,035 -
Prepayments and accrued income 2,083 1,898
o T
All of the above fi ial assels are classified as loans and ivables. Trade ivables are stated net of a bad debt provision of £3,073,665 (period ended 3 January 2015: £3,368.078). The
provision is calculated based on a detailed by-cust review of p ial risk of default. Adjustment to the level of provision is recognised within the income statement in operating profit.
Trade deblors include amounts totalling £11,216,000 {period ended 3 January 2015: £11,337,000), which are overdue. The bad debt provision covers any impai of these which are as
follows:
For period For period
ended 3 ended 3
Janusry January
2015 2015
£'000 £000
Amounts overdue:
Less than 3 months 3,009 3,197
3 to 6 months 3,364 2,830
Mote than 6 months 4,843 5210
11,218 11,337
due but not impaif typically prise high vol low value for which the trading business does not seek collateral but continues 1o work with counterparties to secure

settlement. No other debtors are overdue.
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12 Trade and other payables
For period For period
ended 3 ended 3
January January
2015 2015
£'000 £000
Non-current Kabilities:
Funeral Plans 789,247 1,322
Accruais and deferred income 27,010 14,481
Transfer of engagements - 673,967
816,257 689,770
Expected obligations of funeral plan redemptions fall due as follows:
Between two and five years inclusive 257,624 217.669
Over five years 558,633 472,101
818,257 689,770
Cunrent labiities:
Transler of engagements - 6,501
Funeral Plans 16,107 6,999
Trade creditors 33,855 20.808
Amounts owed to group underiakings - 12,841
Other creditors including taxation and social (708) {391)
Acciuals and deferred income 9,364 18,841
58,318 65,599
13 Provisions
For period For period
ended 2 ended 3
January January
Cancellation PSW Refund Deferred Ditapidations
Consideration 2016 2015
F P Provision Total Total
£000 £000 £000 £000 £000 £000
At the beginning of the period 1.751 265 89 718 2,853 634
Transler of engagements - - - - 2,029
Additional provisions made in the pefiod 132 - - - 132 651
Amounts used duting the petiod - - (96) (96) (22)
Unused amounts reversed during the period - - - - - {439)
At the end of the period 1,883 295 89 622 2,889 2,853
Non-current 2212 2080
Current 677 773
2,889 2,853

The Society makes a cancellation provision at the point of sale for Lump Sum and Fixed Monthly Payment products in the funeral planning product portfolio. ! customers cancel a policy this provsion
is refeased to offset the revenue reversed in the month that the cancellation occurs as there is an obligation to relund all monies originally paid less an administration fee.

The PSW retund provision was created in 2009 following the merger of the pasent Society {Co-operative Group Limited) with the Plymouth & South West Co-operative Society. The provision
represents an obligation by the former Plymouth & South West Co-operalive Society to refund £150 to the estate of any client who had p a funeral prep ptan. The timing of the refunds
is uncertain and based on curtent evidence has been assumed at £1,000 per annum {period ended 1 January 2011: £6,000). An Addilionat £2,029,000 has been lransferred into provisions due to the
transfer on of the Co-op Life Planning business on the 6th April 2014,

The dilapidation provision was created in the period ended 2 January 2010 as a resuft of the closure of several trading sites where significant remedial repair work was identified and decreased in the
year after a review of the estate.



Funeral Services Limiled
1P30808R

Financial statements.
2nd January 2016

Notes (continued)

14 Deferred Taxation

Defemred income taxes are d on all porary di under the liability method using a blended effective tax rate of 18% (2015: 20%).
£'000
Deferrod taxation liabikity
At 3 Januasy 2015 (8,640)
Income statement credit in the petiod 3,651
Al 3 January 2015 (4,989)
Compirising:
Short term liming ditferences 328
Accelerated tax depreciation {47)
Timing difterences arising on future capital gains (5,270)
At 2 January 2016 (4,989)
15 Called up share capital
For period Fort period
ended 2 ended 3
January January
2016 2015
£ £
Authorised
1,000 Osdinary shares of £1 each 1,000 1,000
Allotted, calied up and fully paid
2 Ordinary shares of £1 each 2 2

Duting the period ended 1 January 2011 one ordinary shate of nominal value £1 was issued. This was due 10 an internal reorganisation within Co-operative Group which resuited in Funeral Sefvices
Limited being jointly owned by Co-operatt pecialist Busi Holdings Limited and Co-operative Group Funeral Holdings Limited.

IFRIC 2 determines the features, which allow shares to be classified as equity capilal.

16 Cash flows from operating activities

For period For period
ended 2 ended 3
January January
2018 2015
£'000 £000
Cash flows from operating activities
Operating Profit 75,775 61411
Adjustments for:
Depreciation 17,986 19.620
Amortisation 1,107 -
Hive down on intangible assets - 901
(Profit) on disposal of property, plant and equipment (999) (1.052)
Operating profit before changes in working capital and provisions
93,869 80,880
(Increase) in inventories 957 (844)
(increase) in trade and other receivables (35,184) 2,781
Increase/(dectease) in trade and other payables 119,150 (82.316)
{Decrease)inctease in provisions and employee benefits 37 191
Increase in funeral plan investments {120,069) {36,528)
Cash g from the op 58,760 (35.856)
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17 Commitments and contingent liabilities
(i) Capital expenditure committed by the Society at period end was £2,986,149 (period ended 3 January 2015: £5,454,380)
(ii) The Iuture mird lease pay under peraling leases are as {ollows:
For period For period
ended 2 ended 3
January January
2018 2015
Land and
Land and buildings buildings
£'000 £000
Within one year 6,340 5658
In the second to fifth years inclusive 14,792 13.083
Over five years 38,907 40.119
60,039 58,860
@i} In accordance with Schedule 1 Part 1 of the Co-operative Group Limited £900,000,000 facilities agreement dated 26" July 2012 and as amended and restated on 11" December 2013. Funeral
Setvices Limited has been identified as a guarantor under this facility. The term loan element of this facility was tully repaid in 2014, there remains a Revolving Credit Facility ol £411,000,000 al 2
Januaty 2016. This lacility was undrawn as at 2" January 2016
18 Group Entities
Ultimate parent company
The Sociely is a wholly owned subsidiary ol Co-operative Group Limited (formerty Co-operative Group (CWS) Limited), an Industrial and Provident Society registered in England and Wales. This is the
smalles! and largest group of which the Sociely is a member and for which L afe prep A copy of the group can be obtai from the y. Co-operative Group
Limited, 1 Angel square, Manchester, M60 4AG.
19 Related parties
Other related party transactions
Transactions with other Trading Group subsidiaries
For period ended 2 January For petiod ended 3 January
2016 2015
Company Purchases £'000 Sales £000 Period-end balance Purchases £000 Sales £'000 Period-end
£'000 balance £000
Co-operative Estores Limited 55 - 38 - .
The Society is involved in a Group set-off scheme whereby the bank accounts within the Trading Group are nefted off against each other and any interest payable or receivable is settled or received by
the ultimate parent Society Co-operative Group Limited.
20 A i and judg
Critical ting jud: in tying the Group's accounting policies
Goodwill
For the purp of i i testing of dwill, the Society has several cash-generating units. Components of goodwill range from individual cash generating units, where branches were acquired
individually, to groups of cash generating units, where groups of branches were acquired as part of one transaction. Impairment lesting is carried out at the level at which management monitor these
components of goodwilt. Discount rates are based on the parent Society cost of capital which is 8% (period ended 3 January 2015: 9.3%).There was no impairment charge in the current period (period
onded 3 January 2015: £nil) following a review of the recoverable amount based on discounted future cash fiows expected to be generated trom the branch.
18
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2t Fi and ial risk

{a) Financial risk management

The principal financial risk of the Society telates 10 the generation and availability of sufficient funds 1o meet busi

ndsv i di

The Board is responsible for approving the Society's strategy, its principal markets and the level of acceptable risks. The Society operates a fisk management process that identifies the key risks o the
business. Each operation has a risk register that identities the likelihood and impact of those risks occursing and the actions being taken to manage those fisks.

(b) Determination of fair values of financial instruments

Trade and other receivables

The fair value of trade and other receivables is estimated as the present value o future cash flows, discounted at the market rate of interest at the balance shee date if the etfect is material.

Trade and other payables

The tair value of trade and other payables is estimated as the present value of fulure cash llows, discounted at the market rate of interest at the balance sheet date i the effect is material.

Cash and cash equivalents

The fair value of cash and cash equivalents is estimated as its carying amount where the cash is repayabie on demand. Where it is not repayable on demand then the fair vaiue is estimaled at the

present value of future cash flows, discounted at the marke! rate of interest at the balance sheet date.

Funeral Plan liability

The fair value of the Plan liability is eslimated as the present value of future cash flows, discounted at the marke! rate of interest at the balance sheel date if the effect is material.

(c) Fair values

The fair values for each class of financial assets and tinancial liabilities fogether with their carrying amounts shown in the balance sheet are as follows:

Investments
Trade and other receivables
Cash and cash equivalents

Totat financial assets
Trade and other payables
Funesal Plans

Provisions

Total financiat liabilities

Canrying amount

For period
ended 2
January

2016
£000

780,485
81,198
234,667

1,096,350

Fair Value  Carrying amount Fair Value
For period For period For period
ended 2 ended 3 ended 3
January January January
2016 2015 2015
£'000 £000 £000
780.485 660,416 660,416
81,198 46,014 46,014
234.667 191,188 191,189
1,096,350 897,619 897,619
69.221 73.081 73,081
805,354 682,288 682,288
2.889 2853 2.853
877,464 758,222 758,222

The interes! rates used to discount sstimated cash flows, when applicable, are based on the government yield curve at the reporting date plus an adequate credit spread.

Credit risk is the risk of tinanciat loss to the Sociely if a or ty to a fil
from customers.

fails to meet its

and arises principaily from the Society’s receivables

For period ended 2 January For period ended 3 January
2016 2015
Quoted market Quoted market prices in Valuation Valuation
prices in active q using q using active market  technigues using techniques using
market observable unobservable abservable inputs unobservable
inputs inputs inputs
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
m fm £m £m £m
Non financial assets held at fair value
Property, plant and equipment - - - - -
Investments - 780,485 - - 660,416
Fair value hierarchy

The tabie above analy

assets and fiabiliti

« Level 1: quoted prices {unadjusted) in active markets lor identical assets or liabifilies

od al fair value, into a fair value hierarchy based on the valuation technique used to determine (ait value:

« Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or iability, either diractly (i.e. as prices) or indirectly (i.e. derived lrom prices)

« tevel 3: inputs for the asset or liability that are not based on observable market data (unobservabie inputs)

investments

At the point of sale, both the initial plan investment and the liability for the funeral delivery are recorded a1 the plan value less the revenue fecognised on sale. The pian investment is a linancial asset.

which is recorded at fair value each pertiod through the profit and loss account.

[ nts are held in i policies or cash based trusts and afiract interest and bohus p

. The fair vaiue is determined by

o where appropii: For in

the year dependent upon market
3rd January 2015 and 2nd Januaty 2016 see Note 9
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21 Fi lal and 1al risk
Trade Receivables

The Soaely is exposed lo trade receivable credit risk through normal on-going business trade 1o a wide range of cusiomers. The Sociely's exposure to credit risk is influenced mainly by the individual
of each The d ics of the Society’s customer base, including the default risk and the industry and countiy in which customers operate, has less of an infiuence on credit

risk.

. there is no ion of credit risk.

Credit risk is managed as follows:

. aged lysis is p on trade it and reviewed on a monthly basis;
. credit ratings are obtained on any new customers and the credit 1atings of existing customers are monitored on
an on-going basis;

. deposit of full propayment is taken in advance of service.
. trigger points and escalation procedures are clearly defined.

A table showing the ageing profile totals of trade receivables and the provision for doubtiul debts for each ageing band is disclosed below.

Exposure to credit risk
The carrying amount of i ial assets rep the i credit exp . Ti the i P to credit risk at the balance shest date was £38,111,000 {period ended 3 January
2015: £29.361,000).

Credit quality of financial assets and impairment losses

The ageing of trade receivables at the balance sheet dale (net of impairment provision) was:

Gross Impairment Net Gross. impaimment Net

For period For period For period For period For period For period

ended 2 ended 2 ended 2 ended 3 ended 3 ended 3

Janusry January January January January January

2016 2016 2016 2015 2015 2015

£'000 £'000 £'000 £000 £000 £000

Not past due 26,894 - 26,894 21,382 - 21,392
Pasl due 0-90 days 3,009 - 3,009 3,197 - 3197
Past due 91-180 days 3,364 - 3,364 2,930 - 2,930
Pas! due 181-360 days 2,825 (1,07%) 1,754 177 (219) 1,498
More than 360 days 5,002 {2,002) 3,090 3,493 {3.149) 344
41,184 (3,073) 38,111 32,729 (3.368) 29,361

The Socisty i an for that its estil of incurred {osses in respect of trade ) . This is based on a delailed customer-by-

customer review of potential risk of default. Adjuslmenl to the level of allowance is recognised within the income statement in operating prolit.

(d) Liquidity risk
Financial risk management
Liquidity risk is the risk that the Society will not be able to meet its financial obligations as they fall due.

The society has a non-interest bearing payable balance with its ultimate parent society. This does not carry any liquidity risk as the society has continued suppoit of its parent Society to ensure
are i

The policy on overall liquidity is 1o ensure that the Society has sufficient funds to facili all on-going operati As part of the annual budgeting and long lemu planmng process 1he Society’s cash
flow torecast is reviewed and approved by the Board. The cash flow forecast is amended for any material changes identified during the period e.g. > and di

Where funding requirements are identitied from the cash fiow forecast, appropriate measures are taken to ensure thess requirements can be satisfied.

Cash held at 2 January 2016 amounted 10 £234.7m (period ended 3 January 2015: £191.2m).
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21 F and ial risk
The ing are the | of J interest and the impact of netting agreements.
For period ended 2 January
2016
Contractual cash 1 year 1to
Carrying amount flows or less <2years
£'000 £000 £'000 £'000
Non-derlvative financial liabilities
Trade and other payables 69,221 69,221 42,211 8,065
For period ended 3 January
2015
Contractual cash 1ysar 110
Carrying amount flows of less <2years
£000 £000 £000 £000
Non-derivative financial Habilitles
Trade and other payables 73,081 73,081 58,600 3,000
(e) Market Risk
Financial risk management

2%

<Syears

£'000

9,340

210

<byears

9,000

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the Sociely’s income or the value of its holdings of fi ial i

The objective of market risk management is to manage and control market risk exp within while op the retum.

(i} Currency risk

The Society is not exposed 10 curtency sisk, as all revence is derived lsom the United Kingdom and all expenditure incurred is from entities within the United Kingdom.

22 Capital Management

The Society’s objectives when managing capital are:

« 1o safeguard the entity's ability to continue as a going concem, so that il can continue lo provide returns for the shareholder and benelit for other stakeholders; and

« o provide an retum to and setvices with the level of risk.

by pricing p

The Sociely sets the amount of capilal in proportion to the risk. The Society the capital and makes
charactefistic of the underlying assels. In assessing the level of capital, all components of equity are taken into account.
from its operations.

to it in light of changes in
of capitat

Funerat Senvices Limied

Financial stalements
2nd January 2016

Syears
and over

9,605

Syears
and over

2481

and the risk
focuses around the ability to generate cash

In order o maintain or adjust the capital structure, the Society adjusts the amount of dividends paid to shareholders or sells assets to raise funds. The Society believes it is meeting its objectives for

managing capital as funds are i for 1t where Y.

There were no changes 1o the Society's appl 1 to capital in the period.
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