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In this Strategic Report

We are here to help people at one
of the most difficult times in their
lives and we are honoured to serve
the communities we are part of

Our Purpose

* We are committed to meeting our customers’
changing needs and exceeding their
expectations. e See p.18

We have clear strategic objectives

Strategy and Business Model

* We are continuing to build on the strong
fundamentals of the business and use these
as a platform for change.

* Being more distinctive in the marketplace.

* Embracing technology in developing and
delivering our services for customers.

+ Continuing to be a good corporate citizen.

0 See p.28

We have a strong culture and
shared values

People and Culture Values
* We are passionate * We serve our

about delivering customers with
excellent client expertise, compassion
service. and commitment.

e See p.18

We have strong leadership and act
responsibly and sustainably

Non-financial

performance

* We are helping to
make a difference as
a responsible and
sustainable business.

Governance

* We have a strong
Board committed
to robust corporate
governance.

In a changing and increasingly
competitive funeral sector

Market Context
+ We are adapting to change and responding to
market challenges and opportunities.

e See p.20

Our Transformation Plan is
evolving to changing circumstances
and on track

The Core Components
* We are modernising the client proposition.

* Investing in and simplifying the operating model.

« Streamlining central support and investing
in technology to centralise and automate
administrative processes.

e See p.21

We are focused on sustainable
growth

Key performance

indicators

* Measuring progress
and performance.

Group summary

performance

* Delivering in line with
expectations, after
allowing for lower than
anticipated deaths.

@ seen30 [

To achieve our ambition and meet
our stakeholder expectations

Our Vision
+ To lead the funeral sector in terms of quality,
standards and value-for-money.

* Creating and preserving value for all our
stakeholders.

0 See p.18
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Leading through change/

We are a strong but
changing business

Our

'Purpose

Our customers are at the heart of what we do. We are here to
help them at one of the most difficult times in their lives and
we are honoured to serve the communities we are part of.

Listening to our customers and understanding their changing
attitudes, lifestyles and expectations must continue to drive
what we do as a business.

Technology

Services.....

Our brands, products, services and technology must reflect
those changing customer preferences and are the reason
why we now offer enhanced choice and provide even greater
value-for-money. The high-quality of our offering, competitively
priced, is how we will differentiate ourselves from the
competition, both nationally and locally.

Our

People.....

Every day we want to meet and exceed our customers’
expectations. We aim to do this through the continued
dedication of our people and by serving our customers
with expertise, compassion and commitment.

Our

Vision

Our vision is to lead the funeral sector in terms of quality,
standards and value-for-money. To achieve this, we are
building a more coherent, cohesive and technology-enabled

business, one geared to meet the changing needs of
our customers.
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Our

Transformation

Journey In 2018 we began a period of radical
transformation and we are making good
progress on our journey to deliver our
objectives. During and after this change
we will continue to be a caring business
with core values built around quality,
providing excellent customer service
and high standards of care.
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In a rapidly changing and competitive
funeral industry, we are alert to the
challenges we face and are determined
to seize the opportunity to create a
business that is clearly differentiated
from the competition and gives
customers a clear choice.
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Leading through change/
We are building a distinctive

and powerful market offer

What

We stand

for
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Creating a differentiated
customer experience
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The way that we connect with our customers

continues to change. Going online is now o)

increasingly the preferred route for people looking > 3

for information and our industry is no exception. 5

45 per cent (compared to 38 per cent a year ago) B

of our clients now find us online and over 67 per e

cent of our website traffic comes from mobile ®

devices. We continue to develop our online

support services and promotional initiatives to : :

meet customer expectations. We are building We are developing a more customer-centric

a leading digital presence and a compelling service model adapted to better suit evolving

multi-channel service offering. client needs. Our enhanced digital offering is =
part of this with the Group's websites registering 2
approximately 5.6 million visits on a year to date )
basis, up 211 per cent on the comparable prior g

S year period. We are starting to change the way ]

we work at branch level too and have started g
to pilot home visits to customers by our staff o
as part of a radical overhaul of how we serve N
our customers. &

We are determined to ensure that our distinctive

Dignity and Simplicity brands provide families

with greater choice and flexibility, whether they >
are looking for a traditional value-for-money
service or a simple affordable alternative.

We will achieve this without losing the heritage
embedded in our local trading names. In addition,
our Online Funeral Notices service provides
customers with a convenient way to share details
of funeral arrangements through social media
and the internet. It also allows friends and family
to arrange flowers and make donations.
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Leading through change/

We are determined to meet
our stakeholder expectations

Sustainability |

l n
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a business. Of course, it is essential that

we deliver value to our shareholders. But it is
also important that we provide value to our
customers and make a positive contribution
to society as a whole.
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Leading through change/

We remain focused on delivering
excellent client service

Funeral services

We are a major provider of funeral

services in the UK and we strive to 69,400 (2018:72,300)
set the highest standards of service
and care. Number of funerals conducted

during 2019.

Services we provide

Dignity provides customers with access to
our national network of funeral locations 820

where they can arrange a funeral personal (2018:831)
to their needs.

Simplicity Cremations allows
customers to organise a less traditional
funeral, taking advantage of Dignity’'s
national network of mortuaries and
crematoria.

Number of funeral locations
we operate in the UK.

Crematoria

We are the largest single operator
of crematoria in Britain with a 64,800 (2018: 65,200)
significant portfolio of well-established

and state-of-the-art crematoria Number of cremations
that meet the needs of the local conducted during 2019.
communities we serve.
Services we provide

46 (2018: 46)

Our crematoria provide a range
of cremation services, from basic

unattended cremations to traditional Number of crematoria
full services. we operate in England

and Scotland.

Our extensive, peaceful grounds allow
clients to remember their loved ones
in a very personal way.

Pre-arranged funeral plans

We are one of the UK's largest
providers of pre-arranged funeral 523,000 (2018:486,000)
plans and we continue to

strengthen our business in this Number of active funeral
growing market. plans as at 27 December 2019.

Services we provide

Our pre-need business allows clients

to pre-arrange their funeral through our
national network of funeral locations
and established relationships with
many affinity partners.
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A strong and caring business

We are proud to be one of the UK's leading funeral service providers. We are a
strong and caring business and our reputation, experience and dedicated people
are our most valuable assets. By striving for the highest standards and through
the quality of our products and services we provide across our business, we build
trust with society and the families and communities we serve.
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Alongside the expansion of our digital offerings we continue to offer a wide choice 8

for consumers and our focus on high standards and excellent client service remains &

central to our plans for the future. b

= Q 0]
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>
45% Low-cost . National 30% 2
Approximately 45 per cent cremation service network Over 30 per cent of Dignity staff @
(compared to 38 per centin 2018)  As part of our commitment to We are the only operator with have over 10 years long service. 8
of our customers now find us online, providing simple and affordable  a national network of funeral 3
with over 67 per cent of our website lternatives we were the first locations and crematoria. 2
traffic coming from mobile devices.  funeral company to provide a @
nationwide low-cost attended T
cremation service without >
a funeral director. o

™

& _ 7= 24

60 minutes 5.6 million 99% 997000

72 per cent of Dignity's own Visits to our websites reputation & pre-arranged plans
%f?gg;g;g?g&;?;gatﬁ e Dignity receives approximately recommen daUO n We have already helped more
remainder have a minimum 5.6 million visits to our websites 99 per cent of respondents said than 997,000 people plan for

annually. This compares to
1.8 million visits in 2018.

their funerals in advance, of which

of 45 minutes. 523,000 remain outstanding.

that we met or exceeded their
expectations.

Source: Dignity Client Survey 2019
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Our Summary
Performance 2019

Our performance in 2019 was consistent with market expectations. However, underlying
operating profit decreased by 21 per cent to £63.3 million and average income per funeral
reduced from £2,973 to £2,930 reflecting the impact of a changing competitive landscape.
On a statutory basis, operating profit was £44.8 million, a decrease of 41 per cent.

We are engaged in a wide-ranging Transformation Plan, alongside a major investment programme
which continues to make good progress. This Plan will create a funeral business that remains
focused on quality, whilst evolving to adapt to, and lead, a changing marketplace.

The Group has changed its accounting policy in respect of certain pre-arranged funeral plan trusts
and the adoption of IFRS 15. This has resulted in the consolidation of the Group's primary pre-arranged
funeral plan trusts. This has been applied retrospectively and therefore certain statutory amounts
have been restated. See the Financial review and accounting policies note for further details.

* Funeral market share * Transformation Plan * Strong market share
showing positive response progressed as planned and performance by crematoria
to changes in proposition key pilot initiatives underway. business.

compared to 2016 and 2017.

* Simplicity Cremations * Group fully engaged with the * The Group welcomes proposed
continues to grow strongly. CMA market investigation. regulation of pre-arranged
funerals HM Treasury

announced in June 2019.

The progression of our Transformation Plan

1 Modernise the client 2/ ° Invest in and simplify the 3/ ° Streamline central support and invest in
technology to centralise and automate
administrative processes

proposition operating model

Timing will change
The Group is adapting aspects

of the Plan pending the outcome Phase 3
of the CMA investigation. Phase 2
: Realise the
Phase 1 Executing 'II;T:r?sformatlon
Preparation the Plan
and building
momentum
2018
o

Forward-looking statements
This Annual Report and the Dignity plc investor website may contain certain forward-looking statements’ with respect to Dignity plc (“Company”) and the Group's financial condition, results
of its operations and business, and certain plans, strategy, objectives, goals and expectations with respect to these items and the economies and markets in which the Group operates.

Forward-looking statements are sometimes, but not always, identified by their use of a date in the future or such words as ‘anticipates’, ‘aims’, ‘due’, ‘could’, ‘may’, ‘should’, ‘will’, ‘would,

‘expects’, ‘believes’, ‘intends’, ‘plans’, ‘targets’, ‘goal’ or ‘estimates’ or, in each case, their negative or other variations or comparable terminology. Forward-looking statements are not guarantees
of future performance. By their very nature forward-looking statements are inherently unpredictable, speculative and involve risk and uncertainty because they relate to events and depend on
circumstances that will occur in the future. Many of these assumptions, risks and uncertainties relate to factors that are beyond the Group's ability to control or estimate precisely. There are a
number of such factors that could cause actual results and developments to differ materially from those expressed or implied by these forward-looking statements. These factors include, but
are not limited to, changes in the economies and markets in which the Group operates; changes in the legal, regulatory and competition frameworks in which the Group operates; changes in
the markets from which the Group raises finance; the impact of legal or other proceedings against or which affect the Group; changes in accounting practices and interpretation of accounting
standards under IFRS, and changes in interest and exchange rates.

Any forward-looking statements made in this Annual Report or the Dignity plc investor website, or made subsequently, which are attributable to the Company or any other member of the
Group, or persons acting on their behalf, are expressly qualified in their entirety by the factors referred to in this statement. Each forward-looking statement speaks only as of the date it is made.
Except as required by its legal or statutory obligations, the Company does not intend to update any forward-looking statements. Nothing in this Annual Report or on the Dignity plc investor
website should be construed as a profit forecast or an invitation to deal in the securities of the Company.
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Financial highlights

Revenue

£338.9m

(2018: £353.7m)

Operating profit

£44.8m

(2018: £75.9m)

Underlying operating profit

£63.3m

(2018: £80.2m)

Dividends paid in the period

15.74p

(2018: 24.38p)

Basic earnings per share

69.8p

(2018: Loss of 34.0p)

Underlying earnings per share

60.6p

(2018: 85.8p)

Number of deaths

584,000

(2018: 599 ,000)

Cash generated from operations

£64.60m

(2018: £104.2m)

Underlying cash generated from operations

£71.8m

(2018: £101.9m)

By division

Funeral services

Group operating profit share (before central
overheads) (%) 60%

Group underlying operating profit share
(before central overheads) (%)

Underlying revenue®

£203.3m

(2018: £214.9m)

Operating profit

£54.7/m
(2018: £67.0m)

Underlying operating profit

£56.3m

(2018: £62.2m)

Crematoria

Group operating profit share (before central
overheads) (%) 40%

Group underlying operating profit share
(before central overheads) (%)

Underlying revenue®

£76.8m
(2018: £78.0m)

Operating profit

£37.2m
(2018: £39.6m)

Underlying operating profit

£38.4m
(2018: £40.3m)

Pre-arranged funeral plans

Underlying revenue®

£21.2m
(2018: £22.7m)

Underlying operating profit
£nil
(2018: £2.8m)

Central overheads

Costs

£47.1m
(2018: £30.7m)

Underlying costs

£31.4m
(2018: £25.1m)

(1) Total underlying revenue was £301.3 million (2018: £315.6 million). On a statutory basis the Group recognised Funeral services revenue of £262.1 million (2018: £275.7 million) and Crematoria

revenue of £76.8 million (2018: £78.0 million). Pre-arranged funeral plans are not a separate division in statutory terms.

Prior year adjustments

The Group has changed its accounting policy in respect of certain pre-arranged funeral plan trusts and the adoption of IFRS 15. This has been applied retrospectively and therefore certain statutory

amounts have been restated. See accounting policies note for further details.

Alternative performance measures (APMs)

The Board believes that whilst statutory reporting measures provide financial performance of the Group under GAAP, APMs are necessary to enable users of the financial statements to fully
understand the trading performance and financial position of the business. The APMs provided are aligned with those used in the day-to-day management of the business and allow for greater
comparability across periods. For this reason, the APMs provided exclude the impact of consolidating the Trusts and the changes which relate to the adoption of IFRS 15, both of which are
considered to mask the underlying trading performance of the Group, as well as non-underlying items comprising certain non-recurring and non-trading transactions. Further detail may be

found on pages 167 and 168.
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Chairman’s statement

We are seeking to build a responsive,
resilient business capable of adapting

to a backdrop of change

“At the moment we are navigating our way
through a period of unprecedented industry
and Group change, driven by a rapidly
changing yet still unregulated marketplace.

However, | share the Board’s vision for
stronger regulation of our industry, one in
which high-quality providers like Dignity can
thrive, offering the customer competitively
priced and excellent services.”

Introduction and overview

At the outset | would like to thank my
predecessor, Peter Hindley, who led the
IPO in 2004 before serving as Chairman for
a decade leading up to his retirement from
the Board in June 2019. | am delighted to
have been invited to become Chairman of
Dignity and it is a privilege to be involved

in determining the future direction of the
UK's leading funeral services provider.

The funeral industry is experiencing a
period of unprecedented change and

I join as the Group enters the formative
stages of a radical overhaul, being delivered
through its Transformation Plan. Given

my previous experience of change
management | will bring a fresh perspective
and encouragement to the Board and the
many individuals involved in delivering
what is a major corporate undertaking.

In essence the complete re-engineering

of a national, 800 plus branch network
across the full bandwidth of the business.

Whilst the backdrop of falling underlying
operating profit and the suspension of
the dividend is obviously disappointing

for shareholders, the senior management
team deserve credit for their foresight in
commencing these radical changes at the
beginning of 2018. This strategic focus

and determination developed with their
advisers and project team, has enabled
the Transformation Plan to run alongside
business as usual activities ensuring that
the Group continues to deliver day in day
out for its customers. It is easy to forget
that these decisions were taken before the
Competition and Markets Authority (CMA)
launched its market study on 1 June 2018.

Overall 2019 has been a productive year,
with significant work undertaken to improve
our client proposition, develop our digital
presence and build our central capabilities.

| strongly endorse the leadership role

the Group has taken in calling for proper
regulation, both for the at-need sector
and pre-arranged sector of the funeral
industry. The lack of regulation in the
industry will continue to shock members
of the public when press stories appear
highlighting poor or scandalous care of

a family’s loved one. | know that Dignity
upholds the highest professional standards.
I also now know that some others do not.
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That is why the Group welcomed the

CMA investigation (which was launched in
March 2019, shortly after the release of the
Group's 2018 preliminary results), even
though it creates further uncertainty in the
short-term. This investigation, along with
HM Treasury’s determination to regulate
pre-arranged funerals, means that the next
year or so will be even more challenging.

Therefore it is undoubtedly true to say

that at the moment we are navigating our
way through a period of unprecedented
industry and Group change, driven by

a rapidly changing and still unregulated
marketplace. However, | share the Board's
vision for a regulated industry, one in which
strong and high-quality providers like
Dignity can thrive, offering the customer
competitively priced and excellent services.

That is the goal that we as a Board are
working towards. We are determined and
confident that we can get ahead of the
curve and land in a strong, leadership
position. This will benefit our customers,
shareholders and all stakeholders and help
usher in a new era for the funeral industry.

Strategy

In order to achieve our vision and meet

the challenges we face it is essential that
our strategy and the plans to support it are
periodically reviewed to ensure they are still
fit for purpose. Therefore, as the incoming
Chairman my priority is to review the
strategy with the Board, as highlighted

in our Third Quarter trading update in
November 2019.

That review cannot conclude prior to

the outcome of the CMA's investigation
which has the potential to require
significant change of the industry beyond
that originally contemplated by our
Transformation Plan. Hence we are focused
on how our plans might need to change
to cover all eventualities and we will report
further once the CMA position becomes
clearer. In the meantime, we have paused
or adapted certain aspects of our plans
pending the outcome of our review and
the CMA's work. Although these plans are
commercially sensitive, it is unlikely that

the Group will begin to realise any material
savings from the transformation until 2021
(a year later than planned). However, our
overall expected annualised savings of

£8 million (increasing to £13 million in

the longer-term) and investment cost of
£33 million (net of £17 million disposal
proceeds) is unchanged.

Even with this backdrop, several issues and
priorities requiring focus remain and these
are as follows:

Pricing

There is inescapably downward pressure
on average incomes. They need to reduce
to stabilise and ultimately grow market
share. They will also naturally reduce as
more and more people select simpler, less

traditional options such as direct cremation.

Our proposition and associated pricing
remain key priorities for 2020 and the
years ahead.

Transformation Plan priorities

The pilot initiatives launched recently are
providing us with invaluable insight on the
likely success of new ways of working and
job roles for operational staff. However,
the challenge of affecting major change

to working practices while continuing to
run a business day-to-day cannot be
underestimated. This, coupled with the
scale of the change: 800 plus branches
and associated new mortuary care centres,
and deliberate changes to our timing plans
for the reasons described earlier strongly
suggest caution with regard to the original
target date for completion at the end

of 2021.

Given this information and the importance
of getting the customer interface right, we
as a Board judged it appropriate to signal
a 12 month extension to ensure a full and
effective roll out. Change at branch and
customer level must be permanent and
entrenched. We will not, and cannot,

cut corners.

|
Addressing the challenges
our business and the
funeral industry faces

The funeral industry must change.
This means regulation and we
support moves to bring this about.
Customers must be treated fairly
and be assured of minimum
acceptable standards whichever
funeral director they choose.

This need for regulation applies
also to pre-arranged funeral plans
and we have played our partin
highlighting the questionable
practices of some providers and
have welcomed the opinion from
HM Treasury on regulation.
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Chairman’s statement continued

A strong business

Despite the challenges outlined above, the
2019 performance described in this Annual
Report clearly demonstrates the underlying
strength of the business. | am confident
also that the shifts of emphasis on strategy
and the Transformation Plan outlined above
will ensure we remain successful in the
long-term.

Itis clear that we are changing and we have
momentum. We have a strategy and a plan
and we are confident we will achieve our
goal of transforming the Group.

Our vision is to lead the industry in terms

of quality, standards and value-for-money
and to become the pre-eminent funeral
services business in the UK. We now offer
customers an unprecedented and extremely
competitive range of services and price
options. This is a sign of our future intent.

Engaging with the CMA

We welcomed the CMA's full market
investigation into the funeral and
crematoria sector when it was announced
in March 2019 and we are cooperating fully.
Since then we have attended a hearing of
the CMA panel, facilitated site visits and
responded to detailed questions necessary
for a proper analysis of the industry. We
want to play a leading role as a responsible
and progressive corporate citizen in the
funeral industry as it undergoes long
overdue change.

The CMA's work in the sector provides

an unparalleled opportunity to improve
standards and protect consumers. UK
consumers assume all funeral directors are
the same, that their market is regulated and
each of them is operating to a consistent
set of professional standards, when in fact
none of these statements are true.

Dignity’s research has shown that 92 per
cent of consumers did not know that
funeral directors were not regulated in the
UK, but once they were aware 80 per cent
supported regulation to ensure minimum
standards. The Group would welcome
regulation which sets out minimum
standards for core activities such as the
care of the deceased and minimum
standards of storage facilities.

Board changes

| am pleased to announce today that

Dean Moore has joined the Group as a
Non-Executive Director. Given Dean’s
experience, he will succeed David
Blackwood as Chair of the Audit Committee
from the conclusion of the Annual General
Meeting on 11 June 2020.

David Blackwood will not seek re-election
at the AGM and | would like to thank him
for his involvement in the Group over the
last five years, in particular for his efforts as
Interim Chairman prior to my appointment
on 26 September 2019.

Strong governance, leadership

and purpose

The Board is fully committed to ensuring that high
standards of good governance are in place and consistently
applied in the boardroom and throughout the organisation.
It will embrace the new UK Corporate Governance Code
2018, which applies to the Group from next year.

This pronounces that a positive relationship between
companies, shareholders and other stakeholders, including
the workforce is a driver of long-term sustainable growth
and having a strong workplace culture aligned with the
Company'’s purpose, business strategy and values is an
essential underpin to any successful business. At Dignity,
many of these fundamentals already exist, and we

will continue to look at ways in which we can further
strengthen and extend our current position in response

to the new Code.

Purpose
and Strategy

Diverse and
Effective Board

We continue to seek a further non-executive
director who can act as Remuneration
Committee Chair and will make a further
announcement in due course.

Governance and Corporate

Social Responsibility

Dignity has a strong record of good
corporate governance and this will continue
under my chairmanship.

Regarding corporate responsibility, the Group
has always operated to high standards of
corporate behaviour and sought to be a
responsible corporate citizen. It has valued
its people and sought to engage in society
atlarge, something that comes naturally

in a business such as ours. We have also
sought to minimise our impact on the
environment. We have recognised,
however, that the major changes afoot
within the business present an opportunity
to review our role and performance as a
good corporate citizen. We provide further
information on that in our CSR section.

Our people, culture and values
Dignity’s strong reputation for customer
service rests with the diligence and care of
its front line staff. This culture of caring has
once again been evident during the work
the Transformation Team has done on the
initial branch pilots. Genuine admiration for
the lengths to which Dignity staff routinely
g0 to serve customers has been a constant
refrain from within the Team.

Effective
Stakeholder
Engagement

DIGNITY
GOVERNANCE

Proportionate
Executive
Remuneration
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During the year, the percentage of clients
who would definitely recommend our
services increased to 91 per cent (from 90
per cent), so notwithstanding the changes
facing the business, client service has not
been sacrificed in any way.

This professionalism, pride and empathy
clearly extends across the whole workforce
given the outstanding client service
research results that the Group publishes
year after year. As the incoming Chairman

I can only add my voice and thanks to all of
you who make the Dignity promise come
alive, especially during these challenging
times. For us as a Board it is essential that
in a bid to make the business more efficient
and effective we do not lose that which
makes us special: the commitment of

our people.

Dividends

As previously announced, although the
Group has significant cash resources at
hand and continues to be cash generative,
in order to maintain maximum flexibility
and liquidity during the transformation,
the Board has concluded that it is prudent
to temporarily cease dividend payments.
The Group has an established track
record of returning cash to shareholders
at appropriate times over many years

and once the uncertain competitive
environment becomes clearer, it anticipates
resuming dividend payments or returning
excess cash to shareholders.

Looking ahead

We have a strong business that is ready
and willing to adapt to the challenges
ahead. However, the challenges are
significant. Average income per funeral
and cremation are likely to reduce further;
the CMA investigation could materially

impact our plans; our Transformation
Plan is strong however timing needs to
be amended pending the outcome of
the CMA investigation, thereby delaying
anticipated savings.

The impact of these challenges is currently
unclear. For example, the draft report from
the CMA is not anticipated until April or
May 2020, with their final report currently
due by the end of September 2020. The
Board anticipates making further comment
on the Group's outlook following the
release of the Provisional Decision Report.

Clive Whiley, Non-Executive Chairman
11 March 2020

|
Summary outlook

* The outcome of the CMAs
investigation could materially
impact the industry and the
Group.

* To manage this change we are
adapting and pausing certain
aspects of our Transformation Plan.

* Realisation of cost savings is
expected to be delayed.

* There is downward pressure
on average income per funeral
and cremation.
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Chief Executive's review

We are adapting and
responding to change

“We are pleased with progress against our set
objectives and with our Transformation Plan.
At the end of the year we began our first
branch pilot, testing new ways of working at
three networks in the Midlands. These pilots
have yielded invaluable insights and very
significant encouragement about the
potential to enhance our level of service

to the customer.

Our digital presence has grown strongly,

and alongside significant work on our pricing
and proposition, we are seeing market share
responding in a more positive way than two
years ago. Central capabilities have been
developed. All this work has also been
achieved whilst improving the service
provided to our clients.”

Overview and performance

In 2019 we posted another resilient
performance amid unprecedented change
in the funeral industry. We met market
expectations and delivered an operating
performance in line with the Board's
expectations, allowing for the significantly
lower number of deaths particularly in

the first half of the year. Our market

share remained robust, demonstrating a
continued positive response to the Group's
updated service offer and price points
introduced since January 2018. Lower
deaths and the expected reduction in
average funeral income meant that
underlying operating profit decreased

by 21 per cent (to £63.3 million). Average
income per funeral was down from £2,973
to £2,930. The funeral mix continues to
evolve in the light of new service offers
and ongoing pricing trials and we continue
to make good progress in identifying the
best balance between price and service
offer. Our crematoria and pre-arranged
funeral plan businesses also performed
well. Average income per cremation was
£1,186 (2018: £1,197), reflecting the
evolving mix of our locations and

service offerings.

We are pleased with progress against our
set objectives and with our Transformation
Plan which we set out in detail in last year’s
Annual Report. In 2019, activity has been
focused on all aspects of the Plan. We
commenced one of the most radical,
complicated and challenging elements

of our Transformation Plan, transforming
our branches, working in materially
different ways and changing our processes
and the way we arrange funerals for

our customers. These branch pilots have
yielded invaluable insights and very
significant encouragement about the
potential to enhance our level of service to
the customer. Further pilots will build on
the lessons learned from earlier ones.

As our new Chairman, Clive Whiley,
indicated in his statement, given the
profound impact the CMA investigation
could have on the size and shape of our
business we have decided to delay the
roll-out of key aspects of our Transformation
Plan. Expected savings will therefore be
realised later than originally anticipated.

The arrival of Clive in September has
provided fresh focus and additional
perspective and under his leadership the
Board is reviewing the Group's strategy
and Transformation Plan.
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The Board recognises that there is still

a lot of work to do but we are confident
of achieving our goals. We have the
platform, focus and ambition to get ahead
of the competitive curve and to continue
to provide sustainable growth while
maintaining the highest possible standards
of customer service. The fundamentals

of our business remain compelling and
strong in an industry experiencing
unprecedented change and scrutiny.

Much of this scrutiny has come from the
CMA and HM Treasury. On 28 March 2019
the CMA confirmed its widely anticipated
full market investigation into the funeral
and crematoria sector. We made clear our
support for such an investigation in the
interest of helping to create a properly
regulated industry while highlighting a
number of important issues. In last year's
Annual Report we published extracts from
our response to the CMA and since then
we have established a strong working
group of internal and external colleagues.
The Group has continued to engage with
the CMA to provide it with detailed

|
The right strategy

for change and delivering
our Transformation Plan

We have acted with speed and purpose
in the light of unprecedented changes to
our industry. Our focus is on delivering
our Transformation Plan while at the
same time continuing to deliver day in
day out for our customers.

The Group is adapting aspects of the
Plan pending the outcome of the CMA
investigation.

Our opportunity is clear

We have a clear opportunity to ensure
the business is fit for the future, whatever
that may bring. The uncertainty of the
CMA investigation means that we do
however need to plan carefully to ensure
we can respond to any outcome without
wasting resources in the meantime.

information on the Group's at-need

and crematoria markets and its wider
observations on these markets generally.
The CMA has started to release its working
papers and is expected to issue its
Provisional Decision Report in April or May.

At this point it is worth restating what

I said in last year’s Annual Report. ACMA
investigation will last many months and,
if other market investigations are a guide,
will generate much interest and comment,
some of it hostile towards major industry
players like ourselves. However, it is
important for our stakeholders and
interested parties to remember that what
matters is the outcome and findings of
the investigation, not the inevitable twists,
turns and commentary.

Meanwhile, in a separate development,
the Group continues to anticipate Financial
Conduct Authority (‘FCA) regulation of
pre-arranged funerals and is preparing
accordingly. In June 2019 HM Treasury
confirmed consumer detriment is present
in the funeral plan market, and that the

government has maintained its position
that bringing funeral plan providers within
the remit of the FCA would be the most
effective policy response for strengthening
the regulation of the market. The Group
welcomed this decision as, for a long time,
it has led the industry in best practice and
called for regulation of the pre-arranged
funeral sector to protect customers.
Dignity’s research, published together with
Fairer Finance, has highlighted the poor
sales practices and financial management
risks that certain providers engage in.

The Group currently anticipates regulation
in approximately two years time and

is planning accordingly.

Where we are now

The Transformation Plan is helping us

to build a distinctive and powerful market
offer. We are delivering a differentiated
customer experience and we remain
determined to meet stakeholder
expectations. One of the key objectives of
the Transformation Plan is to mobilise our
funeral arrangers. We have concluded an
initial branch pilot and the response from

Our Strategic priorities

1/ \dentify the appropriate
propositions and price points
to stabilise and then grow
market share.

2/ Modernise the ways of working
with appropriate technology to
enhance client service.

3/ Adapt our plans as necessary to
respond to the CMA investigation.

4/ Balance keeping the
momentum of the
transformation, without
wasting time or capital on
aspects that may need
adjustment before
implementation.

5/ Ensure decisions support
excellent client service.

The progression of our Transformation Plan

Phase 2
B Executing
Preparation the Plan
and building
momentum
2018

o

Phase 3

Realise the
Transformation
Plan
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Chief Executive's review continued

customers and staff has been very
positive. We are confident that the
significant work put into the design of
the pilots is paying off.

For example approximately 50 per cent

of funeral arrangements are now being
made in the client's home in the pilot area.
However, no pilot is perfect, and we are
currently understanding how things
should be refined to address areas for
improvement.

We have made further good progress on
identifying the optimum price/service mix.
We have not however completely stabilised
our funeral market share which saw a
small like-for-like decline in 2019. Work
continues to develop and launch various
trials to gain additional understanding.
However we do expect a further reduction
in average funeral income will be necessary
to stabilise and then grow market share.

Whilst we have described a conscious
pausing of aspects of the transformation,
our overall expectations of realising net
annualised savings of £8 million, growing
to £13 million in due course, from a net
investment of £33 million, remain
unchanged at this time.

I am also pleased with our progress in
marketing and the digital arena. Customers
are changing the way they make their
decisions and it is important we are visible,
transparent and have an attractive
proposition that represents good value.

Finally, our pre-need and crematoria
businesses continue to perform well relative
to their markets. However, we are mindful
of the pressure possible on average income
per cremation as customers make
alternative choices.

Purpose and vision

We have a clear purpose. We are here

to help people at one of the most difficult
times in their lives and we are honoured
to serve the communities we are part

of. Listening to our customers and
understanding their changing attitudes
and lifestyles drives what we do as a
business. Every day we want to meet

and exceed our customers’ expectations.
We aim to do this by delivering excellent
client service through the continued
dedication of our people and by serving
our customers with expertise, compassion
and commitment.

Our vision is to lead the funeral industry
in terms of quality, standards and value-
for-money. To achieve this we are building
a more coherent, cohesive and technology-
enabled business, one geared to meeting
the changing needs of our customers. In
addition, we have always taken our role as
a responsible corporate citizen extremely
seriously and recognised that our broader
role in society goes beyond just creating
value for our shareholders. We will
therefore continue to be a responsible
and sustainable business, determined to
meet both our social responsibilities and
the expectations of all our stakeholders.

People and culture

Our people will be central to whether our
transformation succeeds. Perhaps the
most crucial group will be those who have
direct contact with our customers. It is
essential that our service levels, of which
we are justly proud, do not falter. We help
people at an extremely vulnerable time in
their lives which means that we are a truly
people business. This means that our
employees must be caring, thoughtful and
truly engaged with our customers. Their
continued care and commitment is the
bedrock on which this Group and its
culture are based, something that has
been described as The Dignity Way'.

Managers across the business also have

a major responsibility during this time of
change to keep close to their teams, to
encourage and to lead by example. The
same is true of the Board. We have a duty
to make the best decisions we can but also
to make sure that we communicate well
and lead by example.

|
CMA investigation into
the funeral industry

Introduction and overview

A lot has happened since we announced
a reduction to our pricing in January
2018. The CMA is the UK's competition
authority. It is an independent, non-
ministerial government department
with responsibility for carrying out
investigations into mergers, markets and
the regulated industries and enforcing
competition and consumer law. In June
2018 it announced a market study into
the funeral industry 'to review how

well the market works and whether
consumers are getting a good deal.’

In November 2018 it published its interim
report and consultation, part of which
proposed that an 18-month market
investigation should be conducted by the
CMA to consider how the market could
be made to work better.

As a leading player in the funeral

industry and a long-standing campaigner
for its regulation, Dignity welcomed

the CMAs interest in the funeral industry
and made two public statements in
response. The first, in November 2018
was an immediate response on the day
of the release of the CMA's interim report.
The second, in January 2019, was in
response to an invitation by the CMA

for views from interested parties on

the issues raised in its report. Details

of these responses can be found in

last year's Annual Report or on the
Group's website.
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Update and Dignity’s response

Since then, in March 2019, the CMA
confirmed its widely anticipated market
investigation into the funeral and
crematoria markets. Dignity welcomed
the investigation and is cooperating
fully with the CMA. In particular, it has
established a strong working group of
internal and external resource and will
seek to focus on these key areas:

* Quality of service provided to
meet customer needs;

* Regulation of the industry to protect
customers; and

* Capital employed in the crematoria.

1/ Dignity has received and is
responding to several working
papers on the qualitative aspects
of funeral and crematoria provision.
Dignity believes that improving the
qualitative aspects of the funeral
industry is an important part of
delivering customer value.

2/ Further, Dignity has received
and is responding to a number
of working papers relating to
regulation remedies and increased
price transparency of the funeral
market. Dignity has repeatedly called
for regulation of the funeral sector
and will continue to work with the
CMA to assist in the development of
an appropriate regulatory standard.

3/ Dignity continues to highlight the
capital intensive nature of building
new crematoria and continues to
work with the CMA in its analysis
of this area.

Where we are now

Dignity has attended a hearing of the
CMA's panel, facilitated site visits and
has responded to detailed questions
necessary for a proper analysis of
the industry.

2018

CMA announced
a market study
into the funeral
industry. 2018
November 2018
CMA issued funeral
market study
interim report and
consultation.

Dignity’s response
to interim report.

2019

Dignity letter issued
in January 2019.

In April 2019 CMAs |

issue statement | 2020
published.
Dignity awaiting
I CMA's announcement
: and conclusions.
2021 ¥

Next steps and timeline

The CMA has published a number

of working papers as it gathers and
analyses evidence. Dignity is responding
to these papers where appropriate.
The papers are expected to form the
basis of the Provisional Decision Report
which is due to be released in April or
May 2020. A period of consultation will
follow, culminating in the release of the
Final Report, which - according to the
CMA'’s current published timetable -
must be issued by 27 September 2020.
The CMA may propose remedies or
regulation to improve how the market
works for consumers.

The CMA can seek an extension of six
months to this timeline, if they consider
it necessary.

“We hope that through its investigation, the CMA is able to
create a framework that ensures that customers are supported,
feel respected and are able to exercise the choices available
to them in an informed way.”

|
HM Treasury - Opinion
on statutory regulation
of pre-arranged funerals
through the Financial
Conduct Authority

InJune 2019, HM Treasury announced
its opinion that it would be appropriate
to introduce statutory regulation of
pre-arranged funerals through the
Financial Conduct Authority. Dignity's
recent research, published together
with Fairer Finance, has highlighted
the poor sales practices and financial
management risks that certain
providers engage in. The Group
welcomes this opinion from HM
Treasury as, for a long time, it has led
the industry in best practice and called
for regulation of the pre-arranged
funeral sector to protect consumers.

The Group continues to anticipate
regulation of pre-arranged funerals
in approximately two years and is
preparing accordingly.

“The Group welcomes this
opinion from HM Treasury as,
for a long time, it has led the
industry in best practice and
called for regulation of the
pre-arranged funeral sector
to protect consumers.”

g
a
o
og,
a
]
3
B3
o
2
I
U
)

6 — 09 @IULUIDA0D)

99| - G6 SHusWIAje)S |eldueuUl



20 | Dignity plc Annual Report & Accounts 2019

Chief Executive's review continued

The funeral market is
significantly changing

Market context

The UK funeral market

The UK funeral market is getting more
dynamic. The internet continues to change
everything, and consumer behaviour is
evolving rapidly. The death rate has slowly
decreased while the number of funeral
directors has increased rapidly. There are
around 30 per cent fewer deaths per funeral
director in the UK compared to 25 years ago.

Scale and structure of the market
The funeral director market remains

very fragmented, with approximately two
thirds of funeral directors being small
owner managed businesses. There are
approximately 300 crematoria in the

UK, with circa 64 per cent owned by local
authorities. It is estimated that three
quarters of all funerals result in a cremation
with the remainder being burials.

Changes in the competitive
dynamics of the sector

The funeral market is already extremely
competitive, however, more can be done to
improve the ability of customers to exercise
the choice that exists, especially through
greater pricing transparency. In addition
we have a growing and ageing population.
In short, the changing way in which people
are choosing to arrange a funeral and

what they value drives how we evolve

and modernise our services to support
them better and meet their priorities

and expectations.

Deaths in Great Britain

In 2019 the initial publication of recorded
total estimated deaths in Britain for 52
weeks was 584,000, two and a half percent
lower than the 52 weeks in 2018. Some of
the Group's key performance indicators rely
on the total number of estimated deaths
for each period and this information is
obtained from the Office for National
Statistics (ONS). Although annual deaths

A Changing Funeral Market

Updated data from ONS

Latest ONS expectations increase
the anticipated number of deaths
from 2020 onwards.

\

Increasing competition

The UK market is already very competitive
and increasingly dynamic. The number of
funeral directors has increased rapidly, the
internet continues to change everything and
consumer behaviour is evolving quickly.

have declined significantly since the early
1990s from 640,000 to a low of 539,000 in
2011, the last five years have seen deaths
above that level. The ONS expects long-
term increases in the number of deaths.
These estimates were updated by ONS

in October 2019, increasing expectations
by approximately 20,000 per year. They
anticipate approximately 600,000 deaths
in 2020, increasing to approximately
740,000 in 2040.

78%

The proportion of funerals
involving a cremation has
grown in the past 60 years,
from 35 per cent in 1960 to
78 per centin 2019.

Source: Cremation Society Statistics

Increase
In low-cost and

alternative funeral

Deaths in Great Britain

Changing Expectations

Long-term expectations are for the number of deaths to

reach 740,000 by 2040.
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We are progressing our
Transformation Plan

Our Transformation Journey - where Strategic priorities and areas
we are now of focus
Good progress has been made in understanding the changing We have to be mindful of our priorities given the outcome of

relationship between prices and our market share. This has been  the CMA investigation is unknown. That said, our priorities are:

supported by tremendous work to develop our online presence

and new customer literature. Alongside this, successful tests of + understanding the most appropriate price and service offer

new ways of working and positive responses to our new branding,  for the future;
provide a good position to progress further changes.

+ continuing to roll out new ways of working supported by

appropriate technology; and

+ continuing to build a leading digital presence.

Components of the Transformation Plan

1 / Modernise the client 2 / Invest in and simplify the 3 /
proposition operating model

* Implement more client-centric + Separate front and back of house.
service model. * Right-sized branch network.

* Launch new product and * Scale operating networks.

pricing structure.

* Build national brands
(Dignity and Simplicity Cremations).

The progression of our Transformation Plan

Phase 3
Realise the
Transformation
Phase 1 Plan
Preparation
and building
momentum
2018 2019 2020
O O O

Financial implications

We continue to anticipate a net investment of £33 million
to deliver £8 million of annualised savings in the near
term, increasing to £13 million over time. As detailed
earlier, this will take a little longer to realise. ﬂ

Streamline central support
and invest in technology to
centralise and automate
administrative processes

« Simplified, focused management
structure.

* Invest in support capabilities
and IT systems.
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Chief Executive's review continued
We are progressing our Transformation Plan continued

D2 3

Modernise the client
proposition

Our initiatives cover four
core areas:

* Implementing new technologies
to support the arrangement
process.

* Trialling of different service
propositions.

+ Continued marketing and
development of the Simplicity
Cremations brand and
proposition.

* Build a national Dignity brand.

®

New advertising campaigns for L
Simplicity Cremations launched

2019 saw further trials of Simplicity
campaigns and their success is
encouraging. At-need Simplicity
volumes have increased 117 per cent
year-on-year in aggregate.

Pilot networks

We are trialling and testing response to
new technologies and different service
propositions

The Group continues to trial various propositions at different
price points. At its core is a move away from a packaged service
offering to an unbundled approach, where customers can
personalise their own requirements.

©

Initial launch and testing response
to our new Dignity brand

In 2019, we began to introduce new
signage on our locations, supported
by new marketing literature using the
new brand identity.
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©

Increasing our focus on client
service and community
engagement

1/ @ 3/ By providing staff with roles focusing

on their strengths either in the front
R ; ; or back of house, those tasked with
Investin and SImpllfy arranging funerals can spend more
the operating model time focusing on client service and
getting involved in their local
communities.
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Our initiatives cover three
core areas:

* Separation of front of house and
back of house activities.

* Focus on operational efficiency
through the use of technology.

6 — 09 @IULUIDA0D)

* Right size the operational
network.
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Front of house

We are trialling mobile technolog)
for client facing arrangers

We have launched trials of new ways of working and
operational management in three pilot networks and

we are mobilising our funeral managers to enable them
to respond more proactively to clients’ needs.

Back of house

New resource management too

A new resource management tool is in place. Tnis initia
version provides the basic functionality to manage
staff and vehicle resources more efficiently. It will be
enhanced over time with greater functionality
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We are progressing our Transformation Plan continued

1 2/€)

Streamline central
support and invest

in technology to
centralise and automate
administrative processes

Our initiatives cover four
core areas:

* Introduction of consistent
management roles.

+ Use of technology to enhance
customer service and improve
operational efficiency.

* Evolving operational and
business reporting for the new
ways of working and changing
competitive environment.

* Implementation of a modern
source-to-pay solution to support
efficient procurement.

We have an IT strategy in place
to support change
Technology is central to our transformation plans and

selecting appropriate solutions for each task is critical
to their success.

Modern source-to-pay solution for
procurement activities

This system will give staff a more efficient way of
ordering items they need and to process the purchase
efficiently. It will also help to ensure we can realise
synergies from our size by ensuring the correct
suppliers are used.

®

Modern telephone system
implemented in our Client
Service Centre

A new telephone system has been
implemented at our Client Service
Centre in Sutton Coldfield to help
enhance our business resilience and
to use the latest technology to improve
the way we interact with our clients.

®

Tablet-based arrangement
software

The pilot networks are trialling a new
tablet-based software to help the client
understand the funeral arrangements
they are making.
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We are transforming through
continued collaboration

Our people and culture matter during
and beyond Transformation

A strong culture and shared values across
our business

Everyone at Dignity recognises the important part th
play in helping clients at one of the most difficult tim
in their lives. The transformation is about enhancing

£
a
o
og,
(g}
&
°
o
B3
o
2
I
U
)

the service we provide. It is not about compromising | o
on standards. To achieve this, it is vital that our staff We are a caring business )
understand our plans at the appropriate times; rece 3
the correct training to perform their roles to the best What we are here to do: 3
of their ability; and receive constructive feedback on To help people at one of the most difficult times B
how they have performed. in their lives. ¢
O
»
It is inevitably an uncertain time for staff. Sadly, a sm How we do this: _
number of people did choose to take redundancy By helping to create unique and personal funerals,
as part of the implementation of our pilot networks. done with care, compassion, respect, knowledge and
However, others also saw their roles changed for thg professionalism.

better, received promotions and are now enjoying n4

; s What we want to be:
challenges in the business.

The company that everyone knows they can trust in
their time of need.

|
What we stand for

It's the promise we make to our customers;
It's the purpose we have as a business, why we exist;
It's the values we stand for that guide our behaviour;

It's the quality of the products we sell and services
we deliver;

It's the expectations of our customer service
standards;

It's the experiences we create;

It's the way we communicate;

It's the way we work with suppliers;

It's the way we treat the environment; and
It's the way we treat each other.

99| - G6 SHusWIaje)S |eldueuUly

|
From Good to Great

Good to Great is how we describe our Transformation
Plan internally. We do a good job (and actually provide
excellent client service), but we can do better: we can
provide an even better service; we can enhance our
facilities where needed; we can avoid some of the
small things that sometimes go wrong by paying

even greater attention to detail.

Putting this all together, we can go from Good to Great.
“During and after this change we will continue to
be a caring business with core values built around
quality, providing excellent customer service and
high standards of care.”

Mike McCollum, Chief Executive



26 | Dignity plc Annual Report & Accounts 2019

Chief Executive's review continued

Leading the way in increasing
choice for consumers

The report comes at a time when
policymakers are considering their
approach to the funeral industry.

The CMA is expected to publish its
recommendations for the funeral market
later this year, the Department for Work
and Pensions (DWP) is currently exploring
options for improving the Social Fund
Funeral Expenses Payment, and the
Scottish Government is undertaking
significant work on funeral costs and
standards. The recent decision by DWP
to increase the value of the Social Fund
Funeral Expenses Payment reflects the
willingness of policymakers to act in this
area, and the wider collaboration of agents
operating in the funeral market whether
parliamentarians, funeral directors,
crematoria, faith groups, celebrants

and importantly consumer groups.

We hope that this research will prove
useful as policymakers consider the
changes currently taking place in the
sector, and the policy changes that are
required to ensure consumers get the best
possible outcomes. At the same time we
will continue to facilitate and encourage
greater collaboration across the industry
and with others who have an interest

in the sector.

Our report considers consumer
awareness of, and attitudes towards, a
range of low-cost and alternative funeral
solutions, including direct cremation,
natural burial, DIY funerals, state support
and even donating to medical science.
Findings highlight the discomfort some
people feel in selecting low-cost and
alternative funerals. Many hold back due
to a lack of awareness, explicit instruction
or because they feel judged if they deviate
from a traditional funeral and go against
perceived societal and cultural norms.

In our conclusion we set out a series

of recommendations directed at both
policymakers and the industry for how
we believe less traditional solutions can
be normalised, creating an environment
where people can freely select the funeral
they and their loved ones want.

In most cases a traditional funeral probably
will remain the option that most closely fits
a person’s needs, but it should not be their
only option. There is no one reason why
consumers may want to explore low-cost
or alternative options: for some it is about
need, others what they want, and finally for
others what they can afford. Whatever the
reason, people should have a choice.

a changing

At Dignity we have led the way in increasing
choice for consumers. We were the first
funeral director to offer a national direct
cremation service and have built on this

by developing our Simplicity Cremations
brand which offers a range of lower cost
and alternative funeral services.

But we also recognise that some
consumers who choose a more traditional
funeral will also need help with funeral
costs. That is why we have been working
closely with both the DWP and the Scottish
Government to ensure the state benefit
system works for those arranging a funeral.
We have offered to look at aligning our
processes where possible to make the
application process smoother and have
reduced our prices significantly with

more to come.

&

“We will continue to facilitate and
encourage greater collaboration
across the industry and with
others who have an interest
in the sector.”

Simplicity

Cremations
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Leading through change

Vision

Our vision is to lead the funeral industry
in terms of quality, standards and
value-for- money. To achieve this we
are building a more coherent, cohesive
and technology-enabled business, one
geared to meeting the changing needs
of our customers. In addition, we have
always taken our role as a responsible
corporate citizen extremely seriously
and have recognised that our broader

role in society goes beyond just
creating value for our shareholders.
We will continue to be a responsible
and sustainable business, determined
to meet both our social responsibilities
and the expectations of all our
stakeholders.

Mike McCollum, Chief Executive
11 March 2020

Q&A with
Mike McCollum,
Chief Executive

/A

Q/ Are the pilots proving more
problematic than first
anticipated?

No. On the contrary, our first branch

pilots have been exciting and encouraging.
Approximately 50 per cent of funeral
arrangements are now being made

in the clients" home in the pilot area,

a key objective of the Transformation Plan
being to mobilise our funeral arrangers.
However, you cannot underestimate the
challenge of implementing major changes
to working practices while continuing to
run an 800 branch business. Given that we
are determined to embed real change we
have made the right decision to extend
the timescale. We will not, and must not,
cut corners on this crucial aspect of our
business, the customer interface.

Q/ What findings from the pilots have
really surprised you?

What has really surprised and impressed
members of the Transformation Team
working with branch colleagues has been
the levels of commitment and willingness
to go the extra mile for customers. This

has not been a surprise to me as the Board
has long known that it is our people who
provide our X factor’. However, | have been
pleased, and perhaps a little surprised, by
their enthusiasm for radical and challenging
change. We are asking people to work in
materially different ways, changing processes
and the way we arrange funerals for our
customers. In addition to that, there have
been a myriad of insights, many small, but
all contributing to a growing confidence
that the offer to our customers will be
significantly enhanced when the
Transformation Plan is completed.

Q/ How have staff reacted?

As | have mentioned previously, it appears
that staff so far have reacted very positively
but we cannot be complacent. Improved
employee engagement has been a major
priority this year and we have taken
significant steps to improve it through
initiatives such as our Employee Forum.

We have worked hard to ensure we can
deliver the necessary changes at branch
level and that employees can provide
feedback and are properly informed and
trained. In addition we have created a much
larger Human Resources function with a
wider range of additional skill sets to ensure
it properly fits the needs of our employees
and the business during, and following,

this period of change.

Q/ How disappointed are you by the
one year delay in completing the
Group's transformation?

The most important thing is getting the
transformation of our business implemented
properly and sustainably. A cosmetic exercise
would not take us very far into the future

and from the outset we were determined

to make fundamental changes, however far
reaching the impact. | believe our investors
and stakeholders understand that we are in
this for the long haul and that in the greater
scheme of things, a year's delay is a price
well worth paying if it means we get it right.

Q/ When will you have full clarity on
the best price/service offer mix?

Our funeral mix continues to evolve in the
light of new service offers and ongoing
pricing trials and we continue to make good
progress in identifying the best balance
between our price and service offer. We
have not however completely stabilised our
funeral market share which saw a small
like-for-like decline in 2019. Work continues
to gain additional understanding. However,
we are not yet in a position to provide full
clarity on the best price/service offer mix.
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Strategy and business model

Evolving our strategy to create
and deliver sustainable value

2018 marked the start of a new strategy for the
Group in response to a quickly changing competitive
landscape and this approach was maintained in 2019.

|
Our strategic objectives

Protect market share and reposition the
Group for growth

Our key strategic objective and priority continues
to be to protect market share and reposition the
Group for growth.

How:

* By offering a wide choice of new price points and
services to our clients while preserving our unrivalled
levels of service.

* By continuing to prioritise excellent client service
regardless of market segment which we believe will
lead to organic growth.

+ Our Transformation Plan will result in our funeral
operations being organised to run more efficiently
and effectively.

Establish new market positioning

We establish ourselves as the best value service provider
in the market.

How:

* By combining our unrivalled service levels based
on historic, long-term investment, with a new,
competitively priced range of service and product
options for clients.

* Through our comprehensive digital strategy be the
leading online presence in the funeral sector.

* Build our brands to stand out in an increasingly
commoditised and competitive market.

Re-base the business model and market expectations

Find the optimum relationship between price, service
and demand for our funeral business going forward.

How:

* By continuing to gauge market response to various
pricing and service scenarios while maintaining our
high levels of professional service and care.

* Segmented approach to the market, borne out by the
developments of the Simplicity Cremations business.

|
Our overall strategic approach

Our strategic objectives and the means of delivering
them are based on the following four key elements:

Continue to build on the strong fundamentals
of the business and use these as a platform
for change

These strengths, which derive from our well-established
and highly regarded local businesses, our proven ability
to deliver exceptional service and strong corporate
governance, allows us to remain robust and flexible

in the face of change.

@ Be more distinctive in the marketplace

Define clear market positions and build on our positive
reputation, and business, by delivering a high-quality
and value-for-money service.

Embrace technology in developing and
delivering our services for customers

Efficient use of appropriate technology will help to
create significant improvements in how the Group
operates, understands its business and delivers
outstanding service to its clients.

@ Continue to be a good corporate citizen

Corporate responsibility is integral to our business
as it supports the delivery of our strategy and aligns
with our values.
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|
How we operate

Operating profitably and efficiently:

+ Our consistent track record in strong cash generation and financial
discipline enables us to reinvest and grow the business. We generate
revenues from new and returning customers. This discipline means that
we expect to fund the Transformation Plan from existing resources.

Controlling and measuring performance:

*We do this by making well informed decisions, supported by careful
risk management and good governance.

Operating responsibly:

*We do this through embedded policies and robust initiatives, appropriate
to the distinct needs of our stakeholders, alongside reducing our impact
on the environment and making a positive social impact.

Maintaining performance across our operations:

«We strive to provide our clients with the highest standards of facilities,
service and care. We achieve this by our commitment to continuous
improvement and investment in our portfolio and consistently
delivering excellent client service.

Building strong relationships:

+ Our clients are the foundation of our business and their trust is
earned through our actions both individually and as a Group.

+Our people are our most important asset and we value and invest in
them as they are integral to the delivery of our strategic objectives.

* For shareholders, our priority is to reposition the Group for
long-term success.

*We play an important part in, and are valued by, the local communities
we serve and we are committed to making a difference.

Creating and
delivering value

Our clients

+ Our objective is to be the company
that everyone knows they can trust
in their time of need. We achieve this
through continuous improvement
and delivering products and services
to our clients.

Our people

* We believe that the quality of our
people is a strong enabler of business
growth. We value our people and
they are a great asset. We support
them by recognising and rewarding
performance and long service plays
a key partin this.

Our shareholders

* We aim to deliver the best possible
operational performance from
the business to deliver maximum
returns to our shareholders over
the long-term.

Communities

+ Contributing to the communities
in which we operate benefits both
local people and our business.
It enhances our profile and
reputation and promotes employee
engagement.

Governance Risk KPIs

Our approach to good
governance continues to be
robust and effective. Clear
Board roles and governance

Dignity has a well-established
risk management process
which is embedded within
its business to support the

The Group uses both
non-financial and financial

KPIs to manage the business
and ensure the Group's

Remuneration

Our strategy is focused on
delivering short and long-term

targets, share price return and

financial performance. Earnings

processes offer balance and
experience to our strong
executive team, helping drive
strategic and performance
progress.

identification and effective
management of risks
across the business.

strategy and objectives are
being delivered.

the achievement of strategic
objectives are measures of

performance used to incentivise

Executive Directors to deliver
the Group's strategy.

e See p.61

e See p.46

e See p.30

e See p.77
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Key performance indicators

Measuring our
performance

The link between our
strategy and our KPIs

Historical KPIs remain
relevant

The Group has had a
consistent set of KPIs used
to monitor the performance
of the business against its
strategy for many years.
These KPIs have continued
to remain relevant during
the changes in the last year.
Financial KPIs are measured
by reference to underlying
operating performance and
are therefore unaffected

by the accounting policy
changes made in the period.

Financial KPIs

How we measure
performance

Delivering
Excellent
Client
Service

Strategic &

Operational

+ We monitor our performance
by measuring and tracking
KPlIs that we believe are

per share
(pence)

Underlying earnings

60.6p

from operations
(Em)

Underlying cash generated

£71.8m

important to our longer-term
success.

* Each KPI reflects a
quantifiable measure of
different aspects of the
Group's strategy. They act
as headlines for the Board,
allowing them to use more
detailed management
information to consider the
Group's strategy and financial
performance in greater depth
where appropriate.

2018
* Our KPIs and goals are set

to measure our progress
in improving our financial
performance and in

85.8p
60.6p

2019

Definition

This is underlying profit after
tax divided by the weighted
average number of Ordinary
Shares in issue in the period.

Developments in 2019
The reduction follows the
decrease in underlying
operating profit.

£101.9m

2018 2019

Definition

This is the statutory cash
generated from operations
excluding non-underlying
items and the impact of the
change in pre-need trust
accounting and IFRS 15.

Developments in 2019
The Group continues to
convert operating profit into
cash efficiently, subject to
timing differences and cash
incurred in respect of
commission payments.

embedding sustainable

Underlyin
long-term growth. Y

operating profit
(Em)

Average income
per funeral
®

£63.3m

£2,930

Our KPIs are aligned with
our strategic objectives

All KPIs are focused on
ensuring that the Group
delivers the strategy set at
the beginning of 2018.

No particular KPI is solely
relevant to one aspect of
the Group's strategy.

2018

£80.2m
£63.3m

2019

Definition £2,973
This is the statutory operating
profit of the Group excluding
non-underlying items and the
impact of the change in pre-
need trust accounting and
IFRS 15.

Developments in 2019
Underlying operating profit
declined year-on-year,
primarily driven by lower
deaths, lower average
incomes and ongoing

cost inflation.

£2,930

2018 2019

Definition

Net underlying funeral
revenue divided by the
number of funerals
performed in the
relevant period.

Developments in 2019

This reduction year-on-year
is consistent with the Group's
strategic price changes.
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Non-financial KPIs

Total estimated number 584 000
I

ofdeaths in Britain
(number)

Crematoria
market share
(per cent)

11.1%

599,000 Definition
584,000 This is as reported by the
Office for National Statistics.
Developments in 2019
Deaths were lower than
originally anticipated at the
beginning of the year.

10.9% Qe

Definition

This is the number of
cremations performed by
the Group divided by the
total estimated number
of deaths in Britain.

Developments in 2019
Market share has increased,
reflecting the effect of
increases in the number of
locations combined with an
increase in the number of
Simplicity and other direct
cremations being performed.

2018 2019 2018 2019
Funeral market share 11.7% Number of cremations 64,800
excluding Northern Ireland performed
(per cent) (number)
11.9% 11.7% Definition 65200 64,800 Definition
This is the number of funerals This is the number of
performed by the Group in cremations performed
Britain divided by the total according to our
estimated number of deaths operational data.
n Britain. Developments in 2019
Developments in 2019 Changes are a consequence
Whilst market share is lower of the total number of
than 2018, it continues to deaths and the Group's
show a positive response market share.
from changes in proposition
and pricing.
2018 2019 2018 2019

Number of funerals 69,400

performed
(number)

Active pre-arranged

funeral plans
(number)

523,000

72,300 Definition
69,400 This is the number of

funerals performed by the
Group according to our
operational data.
Developments in 2019
Changes are a consequence
of the total number of
deaths and the Group's
market share.

2018 2019

523,000
486,000

2018 2019

Definition

This is the number of pre-
arranged funeral plans where
the Group has an obligation
to provide a funeral in

the future.

Developments in 2019

This increase reflects
continued sales activity offset
by the crystallisation of plans
sold in previous periods.
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Key performance indicators continued

Our objective is to lead the funeral industry in
professional standards and services. Our priorities
and our success are determined by our impact

on our clients.

Delivering
Excellent
Client
Service

St ic &

rateg

Non-financial KPIs continued

Delivering excellent client service

Our business has been built with a focus on high-quality
service delivery and we closely monitor the results of
our client surveys to ensure we continue to maintain
the highest levels of excellent client service and
standards of care.

Customer perception on quality
and value-for-money

Although many things are changing within the industry,
it is still the case that reputation, recommendation and
previous experience are key to protecting our market
share. To achieve this, we need to ensure our clients
perceive us positively and consider us to provide value-
for-money, irrespective of the type of service we have
performed for them. Our survey data helps us
understand this.

Broader client choice

Clients' needs are changing: not everyone wants a
traditional funeral; some may want more personalised
choices as part of a traditional funeral service. Dignity
already provides these choices and uses the survey
data to understand how clients have responded to
that choice. Alongside this information, meaningful
information on website and telephone activity is
analysed to refine the choices we provide.

Brands and customer experience

Awareness of our brands and a positive customer
experience will help protect and ultimately grow market
share. Our surveys provide some information and we
support this through broader activities to understand
how aware people are of our brands.

(12 month rolling average)

~~~~~~
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Alongside the expansion of our digital offerings,

we continue to provide a greater choice for consumers
and our focus on high standards and excellent client
service remains central to our plans for the future.

S

Reputation and
recommendation

High standards of facilities
and fleet

99 . 2% (2018: 98.9%)

99.2 per cent of respondents
said that we met or exceeded
their expectations.

99 . 8% (2018:99.8%)

99.8 per cent thought our
premises were clean and tidy.

98 . 0% (2018:97.7%)

98.0 per cent of respondents
would recommend us.

9 9 .7 % (2018: 99.7%)

99.7 per cent thought our
vehicles were clean and
comfortable.

Quality of service and care

In the detail

99 . 9% (2018:99.9%)

99.9 per cent thought our staff
were respectful.

9 9 .7 % (2018:99.6%)

99.7 per cent thought our
staff listened to their needs
and wishes.

99.1 % (2018:99.1%)

99.1 per cent agreed that
our staff were compassionate
and caring.

99 . 2% (2018:99.2%)

99.2 per cent of clients agreed
that our staff had fully explained
what would happen before

and during the funeral.

99 .O% (2018:99.1%)

99.0 per cent said that the
funeral service took place
on time.

98 . 3% (2018: 98.4%)

98.3 per cent said that the
final invoice matched the
estimate provided.
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Operating review

Funeral services

Funeral services relate to
the provision of funerals
and ancillary items, such
as memorials and floral
tributes.

Performance

As at 27 December 2019, the Group
operated a network of 820 (2018: 831)
funeral locations throughout the United
Kingdom, generally trading under local
established names.

During the period, the Group conducted
69,400 funerals compared to 72,300
in 2018.

Underlying operating profit was £56.3
million (2018: £62.2 million), a reduction
of nine per cent. In broad terms, this can
be explained by the following factors:

H1 H2 FY
£m £m £m
Underlying operating
profit - 2018 421 20.1 622
Impact of:
Number of deaths (7.0 36 (34)
Market share 20 1.7y 37
Average incomes (4.4) 09 (3.5
Cost base decreases 1.6 29 45
Acquisition activity 0.2 - 02
Underlying operating
profit - 2019 30,5 258 56.3

Items totalling £1.6 million (2018:

£(4.8) million) excluded from underlying
operating profit resulted in statutory
operating profit of £54.7 million (2018:
£67.0 million). These items are discussed
in the Financial review, but relate to
non-underlying items and the impact

of accounting policy changes required
for the Group's statutory reporting.

Progress and Developments

Market share

Approximately one per cent of all
funerals were conducted in Northern
Ireland. Excluding Northern Ireland,
these funerals represented approximately
11.7 per cent (2018: 11.9 per cent) of
total estimated deaths in Britain. Whilst
funerals divided by estimated deaths

is a reasonable measure of our market
share, the Group does not have a
complete national presence and
consequently, this calculation can

only ever be an estimate.

Funeral mix and average income

Q1 Q2 H1 Q3 Q4 H2 FY

2019 2019 2019 2019 2019 2019 2019

Funeral type Actual Actual Actual Actual Actual Actual Actual

Average underlying  Full service 3542 3585 3558 3608 3613 3605 3,578

income (£) Simple and limited service 2,159 2,000 2,089 2,000 1,995 1,996 2,047

Pre-need 1,826 1,789 1,806 1,879 1,899 1,890 1,846

Other (including Simplicity) 773 734 756 772 780 774 770

Volume mix (%) Full service 52 53 52 52 52 52 52

Simple and limited service 14 13 14 14 13 13 14

Pre-need 27 28 28 27 28 28 27

Other (including Simplicity) 7 6 6 7 7 7 7

Weighted average (£) 2,691 2,705 2694 2717 2724 2717 2,699
Ancillary underlying

income (£) 213 233 225 227 214 224 231

Average income per funeral (£) 2904 2938 2919 2944 2938 2,941 2,930

Funeral mix and average income

Q4 Q1 Q2 H1 Q3 Q4 H2 FY

2017 2018 2018 2018 2018 2018 2018 2018

Funeral type Actual  Actual Actual Actual Actual Actual Actual Actual

Average underlying Full service 3910 3875 3,700 3,800 3,695 3590 3,639 3,735

income (£) Simple and limited service 2,659 2,100 2340 2240 2420 2435 2429 2,350

Pre-need 1,707 1,680 1,680 1,680 1,720 1,750 1,737 1,705

Other (including Simplicity) 537 580 535 560 550 610 514 570

Volume mix (%) Full service 59 55 48 52 44 43 43 48

Simple and limited service 8 12 20 15 24 24 25 19

Pre-need 27 28 26 27 26 27 26 27

Other (including Simplicity) 6 5 6 6 6 6 6 6

Weighted average (£) 3024 2883 2713 2799 2,688 2637 2,654 2,734
Ancillary underlying

income (£) 250 212 225 224 233 260 256 239

Average income per funeral (£) 3274 3,095 2938 3,023 2921 2897 2910 2973

On a comparable basis, excluding any
funerals from locations not contributing
to the whole of 2018 and 2019, market
share was 11.6 per cent, compared to
11.8 per centin 2018. Whilst this is a
significant improvement on the dramatic
market share declines witnessed in 2016
and 2017, it demonstrates that further
trials are necessary to complete the
Group's understanding of the changing
relationship between price and

market share.

Funeral mix
Trials of limited service funerals ceased
at the beginning of 2019.

Average income

Average income has been in line with
the Group's expectations of £2,940.
This average will however decline as
the Group implements further trials.

Investment

Investment in the Group's locations

and fleet have continued. In 2019,

£5.4 million was invested in maintenance
capital expenditure. Expenditure was
lower in 2019 than in previous years as

the Group focused on priorities around
the Transformation Plan. The Group
anticipates higher spend in 2020.

There was one opening and 12
closures in the year in line with the
Group's Transformation Plan.

Outlook

The Group plans to continue trialling
various changes to its service offerings
during 2020. As part of this, it continues
to roll out its Tailored funeral offering,
where customers can select relevant
services for their needs with support
from the Group's outstanding funeral
arranging staff. Approximately one third
of our regions now have the Tailored
funeral and the final roll out is expected
to be completed in 2020.

“Average income per funeral
has been in line with the
Group's expectations
of £2,940."
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We are a leading provider of funeral

services in the UK and we strive to set the

highest standards of service and care.

98%

A caring personal service

We offer customers a caring
personal service; 98 per cent would
recommend us.

Service and innovation

We have always been proud of the
quality of service we provide for
customers but the root and branch
review taking place within our business
at the moment provides an opportunity
for change and innovation. We are
currently running pilot schemes where
approximately 50 per cent of funeral
arrangements are now being made in
the clients’ home. Another example of
our determination to put the customer
at the heart of everything we do.

“I experienced a compassionate,
patient and really professional
service. They took great care of me
and my loved one at what was
a difficult time.”
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Operating review continued

Crematoria

Crematoria services

relate to cremation services
and the sale of memorials
and burial plots at the
Group's crematoria and
cemeteries.

Performance

The Group remains the largest single
operator of crematoria in Britain,
operating 46 (2018: 46) crematoria
as at 27 December 2019. The Group
performed 64,800 cremations (2018:
65,200) in the period, representing
11.1 per cent (2018: 10.9 per cent)

of total estimated deaths in Britain.

Underlying operating profit was

£38.4 million (2018: £40.3 million), a
decrease of five per cent. This reduction
in profitability is driven by the number

of deaths and lower average incomes
from the increased use of direct cremation,
partially off-set by an improvement in
market share. This is explained in the
table below:

H1 H2 FY
£m £m £m

Underlying operating

profit - 2018 234 169 403

Impact of:

Number of deaths (2.4) 1.1 (1.3)

Market share 08 (03) 05

Average incomes (0.6 02 (04)

Cost base increases 0.5 (0.5 (1.0

Acquisition activity 0.1 02 03

Underlying operating

profit - 2019 208 176 384

Sales of memorials and other items have
been consistent, equating to approximately
£275 per cremation compared to £276

in the previous period.

Non-underlying items of £1.2 million
(2018: £0.7 million) excluded from
underlying operating profit resulted in
statutory operating profit of £37.2 million
(2018: £39.6 million).

Progress and Developments
The Group has invested £3.3 million
maintaining its locations in the period.

As previously announced in November
2019, whilst the Group has three locations
with planning permission, it is delaying
construction wherever possible pending
the outcome of the CMA investigation, as
itis unclear whether these developments
will achieve returns consistent with
previous new builds of approximately

13 per cent.

Outlook

Crematoria remains a stable and cash
generative aspect of the Group's
operations.

“Dignity is the largest single
operator of crematoria
in Britain, operating
46 crematoria as at
27 December 2019.
The company performed
64,800 cremations last year,
representing 11.1 per cent
of total estimated deaths
in Britain.”
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We are the largest single operator of crematoria in
Britain with a significant portfolio of well-established
and state-of-the-art crematoria that meet the needs
of the local communities we serve.

72%

Service times

Approximately 72 per cent of
Dignity's own crematoria allocate
60 minutes for a service, with the
remainder of locations offering
45 minutes for a standard service.

w
o
Q
o]
LR
[g]
Pl
(1)
]
o
a
o
=
1
w1
O

76 - 09 92UBUIDA0D

99| - G6 SIUSWIRILIS |edueUl

Service and visitor
experience

Our crematoria provide a range

of cremation services, from basic
unattended cremations to traditional
full services. Our extensive, peaceful
grounds allow clients to remember
their loved ones in a very personal way.

Our research tells us that many

customers greatly value an unhurried

experience when attending a

cremation service. As a result 72 per

cent of Dignity’s own crematoria offer

60 minutes for a standard cremation.
he remainder have a minimum

Our Crematorium and Memorial Group
brand is being rolled out across our
crematoria network. 10 locations have
lyet to be rebranded and these will be
completed in the first half of 2020.
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Operating review continued

Pre-arranged funeral plans

Pre-arranged funeral
plans represent the sale
of funerals to customers
wishing to make their
own funeral arrangements
in advance.

Statutory presentation

For statutory purposes the Group now
has two reporting segments, Funeral
services and Crematoria. This follows the
adoption of IFRS 15, as a result of which
the Group has concluded that only a
single performance obligation exists
when a pre-arranged funeral plan is sold,
being the performance of a funeral.

Underlying performance

For the purpose of alternative
performance measures the Group has
three reporting segments, Funeral
services, Crematoria and Pre-arranged
funeral plans as the chief operating
decision maker reviews segmental
performance before applying the
effect of IFRS 15 and the consolidation
of the Trusts.

The Group continues to have a strong
market presence in pre-arranged funeral
plans. These plans represent potential
future incremental business for the
funeral division, as the Group expects to
perform the majority of these funerals.

Underlying operating profit was £nil
compared to £2.8 million in the previous
year, reflecting lower levels of marketing
allowances being received at the point
of sale. On a statutory basis, pre-need

is not considered to be a separate
operating division.

In overall terms, approximately 58,000
(2018: 58,000) new plan sales were made
and the number of active pre-arranged
funeral plans increased to 523,000 (2018:
486,000) as at 27 December 2019. Trust
based sales in the year were 26,000
(2018: 24,000). All plan sales are stated
net of cancellations.

Of the sales in the period 32,000 (2018:
34,000) represent plans linked to life
assurance plans with third parties rather
than trust based plan sales and 164,000
(2018: 134,000) active insurance plans
are in place at 27 December 2019. Not all
of these insurance backed plans include
an obligation to provide a guaranteed
funeral and we anticipate the cancellation
experience to be significantly higher than
is witnessed on trust based sales.

These amounts will be recognised as and
when the funerals are performed. As with
all the Group's divisions, pre-arranged
funeral plan underlying profits broadly
reflect the cash generated by that activity.

Progress and Developments

The increase in the number of active
plans follows plans sold in the year.

The market has been particularly
competitive, with the internet and ‘cold
calling' featuring extensively in activity
by competitors. Dignity has remained
focused on selling high-quality business,
in ways that support the strong
reputation of the Group.

The financial position of the Trusts
holding members’ monies is crucial,
given the Group ultimately guarantees
the promises made to members. At the
end of 2019, the Trusts had average
assets per plan of £3,300 (2018: £3,000)
in respect of 311,000 trust based funeral
plans. Average assets per plan are
greater than the amount currently
received by the Trading Group for
performing a funeral.

The latest actuarial valuations of the
Trusts (at 27 September 2019) showed
them to have a surplus of £17 million,
based on prudent assumptions. This
valuation is based on the amounts the

Trusts are expected to pay when a funeral

is performed rather than the actual cost
of performance (being a lower amount)
to the Group. If the discount rate used
had equalled the long-term investment
target of the Trust's funds, then according
to the actuarial valuations, the Trusts
would have reported aggregate surpluses
of approximately £156 million.

Crucially, each plan sold creates
additional headroom in the trust, since
the funds paid in are more at the point
of sale than those received by the Group
if the member died immediately.

Outlook

The Group will continue to engage with
relevant parties as appropriate regarding
regulation whilst maintaining focus on
selling high-quality, competitive products
to customers.

The Trusts' investment strategies are
expected to provide returns in excess
of inflation in the longer-term but will,
however, potentially result in greater
volatility year-on-year in the reported
value of the Trusts' assets. The current
allocation that is subject to annual
review by the Trustees with support
from their investment advisers, is
summarised below.

Example

investment Target

types (%)
Defensive Index linked 18
investments gilts and

corporate

bonds
llliquid Private 16
investments investments
Core growth Equities 23
investments
Growth fixed income Property funds 43
and alternative and emerging
investments market debt

Pre-arranged funerals represent a stable
source of incremental funerals for the
Group, providing high-levels of certainty
of cash flows as existing plans mature.

The Group intends to continue to sell as
many plans as is commercially possible
and economically sensible.

“Working with Fairer Finance,
Dignity has called for more
consumer protection in the

funeral plan market.”
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We are one of the UK’s largest providers of pre-arranged

funeral plans and we continue to strengthen our presence

in this growing market.

“The choices were clear and
simple and | have planned
for the future to help my
family and give me
peace of mind.”

highlighted the poor sales practices
and financial management risks that
certain providers engage in. The
Group welcomes the opinion from
HM Treasury to introduce statutory
regulation of pre-arranged funerals
through the Financial Conduct
Authority. We continue to anticipate
regulation of pre-arranged funerals
in approximately two years and we
are preparing accordingly.

997,000

Pre-arranged plans

We have already helped more than
997,000 people plan for their funerals
in advance of which 523,000 remain
outstanding.
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Operating review continued

Central overheads relate
to central services that are
not specifically attributed
to a particular operating
division. These include the
provision of IT, finance,
personnel and Directors’
emoluments.

Central overheads

Overview

Central overheads relate to central
services that are not specifically
attributed to a particular operating
division. These include the provision

of IT, finance, personnel and Directors'
emoluments. In addition and consistent
with previous periods, the Group records
centrally the costs of incentive bonus
arrangements, such as Long-Term
Incentive Plans ('LTIPs) and annual
performance bonuses, which are
provided to over 100 managers
working across the business.

Developments

Underlying costs in the period were
£31.4 million (2018: £25.1 million).

As anticipated, this reflects continued
investment in digital activities and
central capabilities, consistent with the
Transformation Plan. The table below
summarises the key movements:

H1 H2 FY
£m £m £m
Central overheads - 2018 119 132 251
Impact of:
Digital activities 1.5 05 20
Salaries - central
support functions 0.7 20 27
Other costs - 07 07
IT support fees 03 03 06
Depreciation 0.2 0.1 03
Central overheads-2019 146 168 314

Non-underlying items of £15.7 million
(2018: £5.6 million) excluded from
underlying costs resulted in costs of
£47.1 million (2018: £30.7 million).

Maintenance capital expenditure of

£1.1 million has been incurred on central
projects predominantly relating to IT that
will help the business as a whole operate
more efficiently.

Outlook

The Group will continue to investin
central functions and marketing activity
to support the Group's plans, through
the recruitment of more employees
and increased marketing online and in
other media. Building core functions is
a necessary precursor to field based
administrative functions being
centralised.
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Financial review

We have delivered a resilient
performance in line with

expectations

“Our performance in 2019 was resilient and
in line with market expectations. However,

underlying operating profit decreased by
21 per cent to £63.3 million and average
income per funeral reduced from £2,973 to
£2,930 reflecting the impact of a changing
competitive landscape.

Against this, our funeral market share
showed a positive response to changes in
our market proposition compared to 2016
and 2017 (which saw significant funeral
market share reductions), there was a
strong market share performance by our

crematoria business and our Transformation
Plan progressed as planned with key branch

pilots underway. Strong cash generation
will enable us to continue to invest in our

business in line with our strategic objectives.

The fundamentals of our business remain
compelling and strong and we have
continued our relentless commitment to

quality, value-for-money and service levels.’

Introduction

These results have been prepared in accordance with
International Financial Reporting Standards (1IFRS’) as adopted
in the EU.

In 2019, the Group has adopted IFRS 15 and has also changed its
accounting policy in respect of its two principal pre-need trusts
being the Trust for Age UK Plans (‘Age UK) and the National
Funeral Trust (NFT’), together the Trusts'. For accounting
purposes, the Trusts are now considered to be controlled by
the Group and are incorporated in the Group’s consolidated
financial statements. The Trading Group refers to Dignity and
its subsidiaries, excluding the Trusts. Further details can be
found in the Group's accounting policy disclosures.

The Board believes that whilst statutory reporting measures
provide financial performance of the Group under GAAP,
alternative performance measures are necessary to enable
users of the financial statements to fully understand the
trading performance and financial position of the business.

The alternative performance measures provided are aligned
with those used in the day-to-day management of the business
and allow for greater comparability across periods.

For this reason, the alternative performance measures provided
exclude the impact of consolidating the Trusts and the changes
which relate to the adoption of IFRS 15, both of which are
considered to mask the underlying trading performance of

the Group, as well as non-underlying items comprising certain
non-recurring and non-trading transactions.

Financial highlights
The Group’s financial performance is summarised below:

52 week 52 week

period ended period ended
27Dec2019 28 Dec2018 Decrease
restated %

Underlying revenue® (Emillion) 301.3 315.6 5
Underlying operating profit@ (Emillion) 63.3 80.2 21
Underlying profit before tax@® (Emillion) 37.7 54.4 31
Underlying earnings per share® (pence) 60.6 85.8 29
Underlying cash generated

from operations® (Emillion) 71.8 101.9 30
Revenue (Emillion) 338.9 353.7 4
Operating profit (Emillion) 44.8 75.9 41
Profit/(loss) before tax (Emillion) 441 (18.0)

Basic earnings/(loss) per share (pence) 69.8 (34.0)

Cash generated from operations (Emillion) 64.6 104.2 38
Dividends paid in the period:

Interim dividend (pence) - 8.64 n/a
Final dividend (pence) 15.74 15.74 -

@ Further details of alternative performance measures can be found on pages 167 and 168.

Underlying cash generated
from operations

£71.8m

(2018: £101.9m)

Underlying revenue

£301.3m

(2018: £315.6m)

Transformation Plan costs

£12.1m

(2018: £2.7m)

Underlying operating profit

£63.3m

(2018: £80.2m)
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Financial review continued

As announced in the Group’s 2019 interim results, although
the Group has significant cash resources at hand and continues
to be cash generative, in order to maintain maximum flexibility
and liquidity during the transformation, the Board has concluded
that it is prudent to temporarily cease dividend payments.

The Group has an established track record of returning cash

to shareholders at appropriate times over many years and
once the current uncertain competitive environment becomes
clearer, it anticipates resuming dividend payments or returning
excess cash to shareholders.

Alternative performance measures

The Group's alternative performance measures exclude
non-underlying items. These items have been adjusted for
in determining underlying measures of profitability as these
underlying measures are those used in the day-to-day
management of the business and allow for greater
comparability across periods.

In particular, as the Group's change of accounting policy in
respect of the Trusts has not impacted the way it operates or
considers the economics of this operating activity, underlying
measures have not had to be restated as a consequence of
the accounting policy change.

Detailed information on non-underlying items is set out on
page 167 and a reconciliation of statutory revenue to underlying
revenue is detailed in note 3.

Accordingly, the following information is presented to aid
understanding of the performance of the Group:

52 week 52 week

period ended period ended

27 Dec 2019 28 Dec 2018

restated

£m £m

Operating profit for the period as reported 44.8 75.9

Add the effects of:

Transformation Plan costs 121 2.7

(Profit)/loss on sale of fixed assets (1.0) 0.3
External transaction costs in respect of

completed and aborted transactions 0.9 0.8

Acquisition related amortisation 4.8 4.9

Operating and competition review costs 35 2.7

GMP past service cost - 1.4

Trade name impairment/write-off 6.8 1.1
Impact of Trust consolidation and IFRS 15 (8.6) (9.6)
Underlying operating profit @ 63.3 80.2
Underlying net finance costs (25.6) (25.8)
Underlying profit before tax®@ 37.7 54.4
Tax charge on underlying profit before tax (7.4) (11.5)
Underlying profit after tax® 303 42.9
Weighted average number of Ordinary

Shares in issue during the period (million) 50.0 50.0
Underlying EPS (pence)® 60.6 85.8
Decrease in underlying EPS (per cent) 29 33

@Further details of alternative performance measures can be found on
pages 167 and 168.

Earnings per share

The Group's statutory profit after tax was £34.9 million (2018:
Loss of £17.0 million). Basic earnings per share were 69.8 pence
per share (2018: Loss of 34.0 pence per share). Underlying
profit after tax was £30.3 million (2018: £42.9 million), giving
underlying earnings per share of 60.6 pence per share (2018:
85.8 pence per share), a reduction of 29 per cent.

Transformation Plan

Costs incurred in 2019

The Group continued to invest significantly in 2019 to
support the Transformation Plan. Costs incurred to date are
summarised as follows:

Total 2019 2018

£m £m £m

External advisers' fees 1.7 0.6 1.1

Brand development and marketing costs 5.4 43 1.1
Costs of additional staff to support

the Transformation 5.2 4.7 0.5

Dilapidation costs 0.5 0.5 -

Irrecoverable VAT 1.6 1.6 -

Other 0.4 0.4 -

Total costs incurred 148 121 2.7

The overall cost and benefit of the Transformation Plan
The Group's view of the overall cost of the Plan remain unchanged
from that detailed in its 2018 results:

Costs
The Group anticipates a total investment of £50 million to deliver
the Transformation Plan:

Total

£m
IT systems 6
Property and equipment 35
Other costs to implement plan 9
50

£35 million of this investment is expected to be capital in
nature. Approximately £17 million of this investment will be
funded from surplus property disposals.

Benefits
The Transformation Plan is expected to realise the following
net operating profit benefits:

Short-term (2022) Long-term (2028)
£m £m

Branch and service delivery network 7 12
Streamlined management and administration 5 5
Investments in central support and IT 4) 4)

8 13
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Other items excluded from underlying operating profit

Profit on sale of fixed assets
Profits arising from the sale of fixed assets are excluded as they
are unconnected with the trading performance in the period.

External transaction costs

External transaction costs primarily reflect amounts paid to
external parties for legal, tax and other advice in respect of the
Group's acquisitions and unsuccessful crematoria planning
developments.

Amortisation of acquisition related intangibles
Amortisation of acquisition related intangibles reflects the
write-off of acquired intangibles over the term of their useful life.

Operating and competition review costs

The Group has incurred costs with external advisers to support
the Group's response to the CMAs funeral market study and
HM Treasury’s consultation on the funeral plan sector. Costs
were also incurred in 2018 with external advisers to support its
operational review.

GMP past service cost

In 2018, the Group was required to recognise an estimate of the
impact of the implementation of Guaranteed Minimum Pension
(‘GMP") equalisation.

Trade name impairment

In 2019, the Group assessed the carrying value of its trade names.
In light of the lower level of profitability and lower anticipated
average income per funeral, an impairment of £6.8 million has
been recognised.

Trade name write-off

During 2018, the Group closed the last location trading under
a particular trading name. As this trading name had specific
intangible assets related to it, they were required to be
written-off.

Pre-need accounting policy/IFRS 15

As described elsewhere in this report, the Group changed its
accounting policy in respect of the Trusts and in respect of IFRS 15.
This adjustment reverses the impact of these policy changes in
order to maintain underlying performance measures with those
used in the day-to-day management of the business.

Capital expenditure
Capital expenditure on property, plant and equipment and
intangible assets was £18.3 million (2018: £25.0 million).

27 Dec 28 Dec
This is analysed as: 222 2(}_1,;3
Maintenance capital expenditure:
Funeral services 5.4 10.4
Crematoria 33 4.5
Other 1.1 1.2
Total maintenance capital expenditure © 9.8 16.1
Branch relocations 1.1 0.8
Transformation capital expenditure 1.7 -
Satellite locations 0.3 1.4
Development of new crematoria and cemeteries 5.4 6.7
Total property, plant and equipment 183 25.0
Partly funded by:
Disposal proceeds - vehicles (0.2) (0.4)
Disposal proceeds - properties® (1.9) -
Net capital expenditure 16.2 24.6

@Maintenance capital expenditure includes vehicle replacement
programme, improvements to locations and purchases of other tangible
and intangible assets.

®Property disposals are the result of the Transformation Plan.

The Group will continue to invest in the maintenance of its
existing portfolio of vehicles and funeral and crematoria
locations. The Group's Transformation Plan will capture the
majority of planned capital expenditure on its funeral business.

Impairment of investment in associated undertaking
The Group has previously invested in Funeral Zone Limited
(Funeral Zone€). In October 2019, Funeral Zone filed statutory
accounts recognising the inherent going concern risks it faced.
The Group has reviewed and assessed the performance
outlook of Funeral Zone and concluded that its investment

is fully impaired.

Cash flow and cash balances for the Trading Group
Underlying cash generated from operations was £71.8 million
(2018: £101.9 million).

Other working capital changes were consistent with the Group's
experience of converting profits into cash, subject to timing
differences and cash incurred in respect of commission payments.

Cash balances at the end of the period were £57.9 million
(2018: £66.9 million). Further details and analysis of the Group's
cash balances are included in note 16 to the consolidated
financial statements.

Maintenance capital expenditure (Em)

Underlying operating profit (Em)

Underlying earnings per share (pence)
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Financial review continued

Pensions

The balance sheet shows a deficit of £26.0 million before
deferred tax (2018: deficit of £25.2 million). The scheme currently
represents an annual cash obligation of £2.2 million. However,
the scheme is due its next triennial valuation as at April 2020, the
outcome of which will determine future annual cash obligations,
most likely from 2021 onwards.

Taxation
The Group's effective tax rate on underlying profits in the period
was 19.5 per cent (2018: 21.2 per cent).

The current period underlying effective tax rate is lower than
originally anticipated due to the effects of prior year items with
a tax impact totalling £0.5 million.

In 2020, the Group expects its underlying effective tax rate to be
approximately one and a half to two per cent above the headline
rate of corporation tax. This translates to an underlying effective
rate of between 19.0 per cent and 19.5 per cent.

Capital structure and financing for the Trading Group

Secured Notes

The Group's principal source of long-term debt financing is the
Secured A Notes and the Secured B Notes. The principal is repaid
completely over the life of the Secured Notes and is therefore
scheduled to be repaid by 2049. The interest rate is fixed for the
life of the Secured Notes and interest is calculated on the principal.

The key terms of the Secured Notes are summarised in the
table below:

Secured A Notes Secured B Notes

Total new issuance at par £238.9 million £356.4 million
Legal maturity 31 December 2034 31 December 2049
Coupon 3.5456% 4.6956%
Rating by Fitch A- BB+
Rating by Standard & Poor’s A- BB-

The Secured Notes have an annual debt service obligation
(principal and interest) of circa £33.2 million.

It is not currently possible to issue further Secured Notes, as such
an issue would require the rating of the Secured B Notes to raise

to BBB by both rating agencies. In any event, the Group does not
have any requirement to issue any further Secured Notes for the
foreseeable future. This position will be reassessed following the

completion of the Group's Transformation Plan.

Financial Covenant

The Group's primary financial covenant under the Secured

Notes requires EBITDA to total debt service to be above 1.5 times.
The ratio at 27 December 2019 was 2.13 times (2018: 2.55 times).
This covenant calculation uses a prescribed definition of EBITDA
detailed in the loan documentation and only represents the
profit of a sub group of the Group which is party to the loans

(the ‘securitisation group’). Furthermore, the calculations are
unaffected by the changes in accounting policy described
elsewhere, as the Group was able to elect to disregard those
changes when making the calculations.

EBITDA for this calculation can be reconciled to the Group's
statutory operating profit as follows:

27 Dec
2019

£m
EBITDA per covenant calculation - Securitisation Group 723
Add: EBITDA of entities outside Securitisation Group 11.6
Add: Non cash items® (1.3)
Underlying operating profit before depreciation
and amortisation - Group 82.6
Underlying depreciation and amortisation (19.3)
Non-underlying items (27.1)
Impact of Trust consolidation and IFRS 15 8.6
Operating profit 44.8

@The terms of the securitisation require certain items (such as pensions)
to be adjusted from an accounting basis to a cash basis.

Revolving Credit Facility

The Group has the benefit of a £50 million Revolving Credit Facility
(‘RCF), provided by the Royal Bank of Scotland, which is secured
against certain trade and assets held by legal entities outside of
the Group's securitisation structure. The RCF can be drawn down
subject to a set of financial tests applied to these legal entities.

The facility is available until July 2021, with the option to renew,
subject to the bank’s consent at the time, by a further year.
The margin on the facility ranges from 150 to 225 basis points
depending on the resulting gross leverage.

This provides the Group ongoing flexibility in a cost effective
manner, as if undrawn, the facility represents an annual cost
of approximately £0.3 million. Given the Group’s healthy cash
balances, the RCF is undrawn at the time of the release of this
announcement and was not drawn at any point in the year.

Net debt
The Group had net debt of £506.2 million (2018: £506.8 million)
at the balance sheet date. See note 26 for further details.

Whilst the Group has no plans to do so, should it wish to repay
all amounts due under the Secured Notes, the cost to do so at
the year end would have been approximately £791.9 million,
(Class A Notes: £231.4 million; Class B Notes: £560.5 million).

Net finance costs

The Group's underlying finance costs substantially consist of
the interest on the Secured Notes and ancillary instruments.
The net finance cost in the period relating to these instruments
was £24.4 million (2018: £24.8 million).

Other ongoing underlying finance costs incurred in the period
amounted to £1.4 million (2018: £1.2 million), including the
unwinding of discounts on the Group's provisions and other
financial liabilities.

Interest receivable on bank deposits was £0.2 million (2018:
£0.2 million).
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Maintaining highest New low-cost model Strong cash generation Afuture-ready Positioning Dignity

standards of client and competitive pricing supporting investment proposition for long-term

service associated with quality sustainable growth
Shareholders’ deficit

Consolidating the Trusts and adopting IFRS 15, has a significant
impact on our reported results. The recognition of contract
liabilities (the majority of which are expected to fall due after
one year) in excess of the Trusts' financial assets has caused
the Group's balance sheet to show an overall deficit in
shareholders’ funds.

This deficit, which only arises on consolidation, has no impact
on the Group's future ability to pay dividends to shareholders,
which relies on the reserves in the Company and not the Group.

Trust balances

At the balance sheet date, the Trusts had £947.5 million (2018:
£862.4 million) of financial assets and £15.5 million (2018: £13.8
million) of cash, which was recognised in the consolidated balance
sheet. The movement in financial assets is primarily attributable
to remeasurement gains recognised in the consolidated income
statement of £79.5 million (2018: loss of £24.0 million), reflecting
changes in asset values and net purchases of financial assets

of £9.5 million (2018: £20.7 million).

Aggregated contract liabilities totalled £1,304.6 million (2018:
£1,256.1 million) with the primary movements being sales of
new plans of £91.2 million (2018: £92.7 million), increases due
to significant financing of £54.1 million (2018: £53.3 million)
and releases due to death or cancellation totalling £96.8 million
(2018: £95.5 million).

Accounting policy changes

As described elsewhere, the Group has changed its accounting
policy in respect of the Trusts. As a consequence, the Group has
also decided not to apply IFRS 15 on a modified retrospective
approach, but rather to apply it fully retrospectively. The impact
of these changes are detailed in note 35.

The impact of IFRS 16 - Leases

As the Group's balance sheet date is the nearest Friday to

31 December, it is not required to and will not adopt IFRS 16
until its 2020 results. In broad terms, this standard requires the
Group to recognise an asset and liability on its balance sheet
for operating leases that are currently held off balance sheet.
As approximately half of the Group's funeral properties and
some of its crematoria are leased, this will have a material
impact in the Group's statutory results. The Group currently
anticipates recognising an initial asset of approximately

£94.9 million and an initial liability of approximately £93.8 million.
The difference of £1.1 million which relates to opening amounts
relating to prepaid lease payments which will be reflected
through the statement of changes in equity on 28 December
2019 as required under the transition approach being followed
where the comparative results disclosed in the 2020 annual
report are not restated. Operating costs of approximately
£11.9 million will be replaced by a depreciation charge of
approximately £9.1 million and a finance cost of approximately
£4.6 million. As such statutory operating profit will increase

by approximately £2.8 million in each of the next few years,
assuming no change in the Group's property portfolio.

These changes will not impact the Group's securitisation
covenants, as the Group has the ability to elect to disregard
new accounting standards in order to maintain consistency
of measurement.

Q&A with
Steve Whittern,
Finance Director

Q/A

Outlook

Through the delivery of our Transformation Plan we have a
major opportunity to provide sustainable long-term value and
lead the industry in terms of standards and value-for-money.

Q/ What impact will the slowing down of your plans
have on the Group's overall finances?

We continue to have strong cash balances and the ability to
support our plans, even if they take a little longer. Pausing
dividends and crematoria developments helps us maintain
maximum flexibility.

Q/ What are the cost implications of extending the
Transformation Plan by one year?

We continue to believe we can execute the Plan on the
original economics we have described.

Q/ How much further do you expect average funeral
prices to fall?

At this stage, we cannot say. The market remains competitive
and the CMA's final conclusions will not be known until later
in the year.

Q/ What impact will the delay in some cost
savings have?

We do not anticipate realising any savings in 2020. However,
we still expect to achieve £8 million of annualised savings
by the end of the Plan, which should then increase further
to £13 million per year.

Q/ Is areturn to a dividend payment a possibility
for next year?

2020 will be focused on investing in the business and
maintaining economic flexibility.
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Principal risks and uncertainties

Risk management is embedded throughout the business with
all employees aware of the role they play.

Risk appetite

Risk appetite is the level of risk the Group is willing to take to
achieve its strategic objectives and is set by the Board. The
Board looks at the Group's appetite to risk across a number
of areas including market, financing, operations, strategy
and execution, developments, cybersecurity and technology
and brand.

There has been no change to the Group's risk appetite in
the period.

Our approach to risk management

The Group has a well-established governance structure with
internal control and risk management systems. The risk
management process:

* Provides a framework to identify, assess and manage risks, both
positive and negative, to the Group's overall strategy and the
contribution of its individual operations.

* Allows the Board to fulfil its governance responsibilities by
making a balanced and understandable assessment of the
operation of the risk management process and inputs.

Responsibilities and actions

The Board
The Board is responsible for monitoring the Group's risk and
their mitigating factors.

Risk process
Every six months the Audit Committee formally considers the
risk register and approves it for adoption by the Board.

Risk assessment
Executive Directors and senior management are responsible
for identifying and assessing business risks.

Identify
Risks are identified through discussion with senior management
and incorporated in the risk register as appropriate.

Assess

The potential impact and likelihood of occurrence of each

risk is considered.

Mitigating activities

Mitigating factors are identified against each risk where possible.
Review and internal audit

The link between each risk and the Group's policies and
procedures is identified. Where relevant, appropriate work is
performed by the Group's internal audit function to assist in
ensuring the related procedures and policies are appropriately
understood and operated where they serve to mitigate risks.

Risk governance

The Board has overall responsibility for the Group's internal
control systems and for reviewing their effectiveness. This has
been designed to assist the Board in making more risk-informed,
strategic decisions with a view to creating and protecting
shareholder value.

The risk management framework

Accountability and

- Communication
ownership

Governance

IDENTIFY & ANALYSE

Risks and impact identified
* Risks mapped to controls currently in place

* Residual risks prioritised for mitigation
* Confirmed with the Board

IMPLEMENT ACTION

2I931vu1s

Controls identified

« Suggested action
plans agreed

Existing control
enforced and tested

* Remedial action plans

implemented * Options for controls

* Board member identified and costed

accountable

* Plans approved
by the Board

Review Assess Report Respond
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Links

See Strategy and business model: p.28 and p.29
See KPIs: p.30 to p.33

See Governance: p.60 to p.94

Risk status summary
The ongoing review of the Group's principal risks focuses on how
these risks may evolve.

Increasing risk trends

The impact of the Group's decisive response in January 2018 to
changes in the competitive landscape highlight increased risk
from its ability to maintain average incomes.

Regulation could also result from both the CMA investigation

and HM Treasury's review of pre-arranged funeral plans.

Whilst the Group believes that operational regulation would be
beneficial, there remains a risk that regulation could be imposed
that may result in a significant cost burden to the Group or prices
being capped in such a way that the Group's profitability
deteriorates significantly.

Pre-arranged funeral plans

As the Group now consolidates certain pre-need trusts, any
related risks in respect of them are required to be considered.
However, the Group considers that these have already been
disclosed, as ultimately the risk surrounds the level of funding
for pre-arranged funeral plans.

Cyber risk

The increasing prevalence of cyber attacks across the world,
means that along with all large corporates, our business systems
are under increasing level of attack. Over the last few years we
have invested significantly in this area both in upgrading all
aspects of our systems and our internal resources and also using
external consultants to perform regular external and internal
penetration tests and using the results to drive a continuous
improvement programme.

COVID-19

The potential risks of COVID -19 to the Group are being assessed
regularly in light of the developing guidance and commentary
from the Government.

The Group has business continuity and pandemic plans that are
being assessed and adapted as necessary in case of need.

Our principal risks and uncertainties

Outlined here are the principal risks facing the Group.

In assessing which risks should be classified as principal,
we assess the probability of the risk materialising and the
financial or strategic impact of the risk.

Operational risk management
+ Significant reduction in the death rate
+ Nationwide adverse publicity

* Fall in average income per funeral or cremation either
resulting from market changes or the CMA capping prices

* Disruptive new business models leading to a significant
reduction in market share

* Demographic shifts in population

+ Competition

* Regulation of pre-arranged funeral plans
* Regulation of the funeral industry

+ Changes in the funding of the pre-arranged funeral
plan business

* Implementation of the Transformation Plan
* Direct cremations
* CMA investigation into the funeral industry

Financial risk management
* Financial Covenant under the Secured Notes

The principal risks we have identified

We maintain a detailed register of principal risks and
uncertainties covering strategic, operational, financial and
compliance risks. We rate them according to likelihood

of occurrence and their potential impact.

In the tables on pages 48 to 51 we provide a summary
of each risk, a description of the potential impact and
a summary of mitigating actions.

Key: Risk trend measures

Risk exposure increased
Risk exposure decreased

No significant change
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Principal risks and uncertainties continued

Operational risk management

Risk description and impact

Significant reduction in the death rate

There is a risk that the number of deaths in any year
significantly reduces. This would have a direct result on
the financial performance of both the funeral and
crematoria divisions.

Nationwide adverse publicity

Nationwide adverse publicity for Dignity could result

in a significant reduction in the number of funerals or
cremations performed in any financial period. For pre-
arranged funeral plans, adverse publicity for the Group
or one of its partners could result in a reduction in the
number of plans sold or an increase in the number of
plans cancelled. This would have a direct and significant
impact on the financial performance of the Group.

The risk is increased as the Dignity brand is marketed
more widely.

Fall in average income per funeral or cremation
either resulting from market changes or the CMA
capping prices

There has been increasing price competition in the
funeral market, resulting in material price reductions by
the Group in recent years. It is highly likely that pricing
pressure will remain for the foreseeable future and it
may not therefore be possible to maintain average
incomes per funeral or cremations at the current level.

Disruptive new business models leading to

a significant reduction in market share

Itis possible that external factors such as new
competitors and the increased impact of the internet
on the sector, could result in a significant reduction in
market share within funeral and crematoria operations.
This would have a direct result on the financial
performance of those divisions.

Demographic shifts in population

There can be no assurance that demographic shifts in
population will not lead to a reduced demand for funeral
services in areas where Dignity operates.

Mitigating activities and commentary

The profile of deaths has historically seen intra year changes of +/-1 per cent giving the
Group the ability to plan its business accordingly. The ONS long-term projection is for
deaths to increase.

The risk is mitigated by the ability to control costs and the price structure and the ability
to acquire funerals and crematoria, although this would not mitigate a short-term
significant reduction in the number of deaths.

The number of deaths in 2019 was 584,000 which was three per cent below the prior
year and lower than the Group's original expectation.

See Chief Executive's review: p.16 to p.27

This risk is addressed by the strategic decision made as part of the Transformation Plan

to support development of strong national brands via the Group’s websites, TV and radio
advertising and prominent signage at our funeral locations leading to increased awareness
of the Group and its services.

With significant investment committed already and planned for subsequent years, we are
building and positioning a strong brand that will be more resilient to adverse publicity
should that arise.

See The Client Survey performance: p.33

The Group's Transformation Plan will result in a more efficient business that can
accommodate more competitive pricing, but which continues to provide clients with a
greater range of choice, underpinned by excellent client service. This will be supported
by strong reputational management together with significant investment in both
marketing and the Group's online profile and presence.

The Group will continue to adapt to serve evolving client needs. This will be through
investment in digital capabilities including an enhanced reporting capability of business
intelligence and management information which will enable risks and trends to be
identified promptly and accurately.

See Operating review: p.34 to p.40

The Group believes that this risk is mitigated by its reputation as a high-quality provider
and with recommendation being a key driver to the choice of funeral director being
used. In addition, the Group's actions on pricing and promotion sought to protect the
Group's funeral market share by offering more affordable options. This focus on
affordability has allowed our market share to begin to stabilise.

For crematoria operations this is mitigated by the Group's experience and ability in
managing the development of new crematoria.

Additionally, the combination of the development of strong national brands and
significant investment in digital capability together with a range of product and price
offerings to clients will strengthen the Group's competitiveness.

See Operating review: p.34 to p.40

In such situations, Dignity would seek to follow the population shift by rebalancing the
funeral location network together with meeting the developing cultural requirements.

See Operating review: p.34 to p.40
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Operational risk management (continued)

Risk description and impact

Competition
The UK funeral services, crematoria and pre-need
markets are currently fragmented.

There could be further consolidation or increased
competition in the industry, whether in the form of
intensified price competition, service competition, over
capacity facilitated by the internet or otherwise, which
could lead to an erosion of the Group's market share,
average incomes or costs and consequently a reduction
in its profitability.

Failure to replenish or increase the bank of pre-arranged
funeral plans could affect market share of the funeral
division in the longer-term.

Competition continues to intensify, with additional
funeral directors opening at varying price points,
alongside an increase in the popularity of direct
cremations.

Regulation of pre-arranged funeral plans

HM Treasury has said “Responses to the call for evidence
have confirmed that consumer detriment is present in
the market and that there is a need for compulsory
regulation of the sector.

In the light of the responses to the call for evidence, the
government has maintained its position that bringing
funeral plan providers within the remit of the FCA would
be the most effective policy response for strengthening
the regulation of the market.”

Regulation could affect the Group's opportunity to sell
pre-arranged funeral plans in the future or could result in
the Group not being able to draw down the current level
of marketing allowances.

Regulation of the funeral industry

Regulation could result in increased compliance costs
for the industry as a whole or other unforeseen
consequences including capping of funeral and
cremation prices.

Mitigating activities and commentary

Under the Transformation Plan, the funeral service model will be adapted to better
suit evolving client needs and to improve efficiency. We will provide customers with a
more tailored service, allowing them to choose how they wish to interact with Dignity
in arranging a funeral through mobile staff and improved digital capabilities.

We have developed a new tiered funeral pricing proposition, specifically targeting
different market segments that will provide greater flexibility to meet individual
client needs.

By unbundling our prices and services to provide our customers with greater flexibility
to create the right funeral, we will be able to provide greater consistency and
competitiveness on price, while reflecting Dignity's premium service levels.

Building national brands with a significant online presence and visibility leverages

our scale and addresses the needs of increasingly digitally focused clients. Through
the Dignity and Simplicity names, we plan to build known, national brands to leverage
scale advantages in the digital age. We will develop our marketing proposition to
promote the Group's commitment to high standards of care, quality of service delivery
and competitive entry prices. We also recognise that our established local funeral
trading names continue to have significant value in the communities they serve.

Through better allocation of our resources, the resultant efficiencies will allow us to
reduce the number of funeral operating networks and their associated cost. Support
functions are being centralised where appropriate to ensure a cost effective and
consistent high standard of service.

There are challenges to opening new crematoria due to the need to obtain planning
approval and the costs of development. Dignity has extensive experience in managing
the development of new crematoria.

The Group offers a market leading pre-need product, the marketing of which will
benefit from the current and future significant investment in marketing and
enhanced digital presence.

See Chief Executive's review: p.16 to p.27

Any changes would apply to the industry as a whole and not just the Group.
Regulation could materially change the business model and would likely increase costs.

The risk is mitigated through the high standards of selling and administration of
market leading pre-arranged funeral plans operated by the Group which will benefit
from the significant investment in marketing and an enhanced digital presence.

We continue to seek appropriate regulation of our markets and welcome the
consultation by HM Treasury, in which we are actively engaged.

See Chief Executive's review: p.16 to p.27

The Group already operates at a very high standard, compared to the majority of
our competitors, using facilities appropriate for the dignified care of the deceased.

The impact of price caps is impossible to quantify at this stage.
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Principal risks and uncertainties continued

Operational risk management (continued)

Risk description and impact

Changes in the funding of the pre-arranged funeral
plan business

In the current regulatory environment, the Group

has given commitments to pre-arranged funeral plan
members to provide certain funeral services in the future.

Funding for these plans is reliant on either insurance
companies paying the amounts owed or the pre-
arranged funeral plan Trusts having sufficient assets.

If this is not the case then the Group may receive a lower
amount per funeral.

Implementation of the Transformation Plan
In 2018, Dignity conducted an operational review which
resulted in the development of a Transformation Plan.

The core components of the Transformation Plan are:
+ Modernise the client proposition;
+ Invest in and simplify the operating model; and

+ Streamline central support and invest in technology
to centralise and automate administrative processes.

Arisk exists that the Plan is either not implemented
correctly or proves to be materially disruptive to the
funeral business with the possible result of cost
escalation or failure to realise benefits.

Direct cremations

Growth in the direct cremation market could reduce
average income in the funeral business and adversely
affect the volume mix and average income in the
crematoria business.

CMA investigation into the funeral industry

The CMA full market investigation into the funeral

market examines whether the information provided by
funeral directors on prices and services is clear enough
for people to be able to choose the best option for them.

Itis also looking at how prices have changed over time
and the factors that affect them.

Cremation fees are being considered as part of the review.

The initial CMA working papers indicate possible
remedies including the introduction of a quality
regulation regime, measures to promote greater
information transparency, price controls and local
authority procurement of funeral directors services.
Pricing controls, ifimplemented, could have a
significantly detrimental impact on the Group.

Mitigating activities and commentary

There is considerable regulation around insurance companies which is designed,
amongst other things, to ensure that the insurance companies meet their obligations.

The Trusts hold assets with the objective of achieving returns slightly in excess
of inflation.

The latest actuarial valuation of the pre-arranged funeral plan Trusts demonstrates
an actuarial surplus. This is supported by robust average assets per plan.

See note 30.

This risk has been and will be mitigated by executive leadership in the business
supported by the Transformation Director who reports to the Chief Executive.

The Transformation Team has made substantial progress within a clearly defined and
accountable project framework. Delivery in 2019 has been in line with expectations.

See Chief Executive's review: p.16 to p.27

The Group has addressed this with Simplicity Cremations which offers low-cost direct
cremations without any initial funeral service that are both respectful and dignified.
They are an affordable alternative to a full funeral or for those who wish to have

a simple cremation. The Group also now offers a Simplicity pre-arranged funeral

plan option.

Simplicity Cremations is being promoted via a strong online presence together with
TV advertising. Other media advertising is also planned.

See Chief Executive's review: p.16 to p.27

Dignity has engaged constructively with the CMA and strongly supports the
opportunity to improve standards within the sector and meet the expectations
of consumers.

Dignity has pro-actively been making changes to its business for some time in
response to changing customer demand and will continue to review its operations
to ensure that the CMASs concerns are addressed.

The Group is focused on enhancing the customer proposition, its service and pricing
model and will continue to adapt to serve evolving client needs.

Price is a factor when making a decision, but quality is also a vital component and
ultimately ensures that consumers are happy with services provided. Whilst Dignity's
Simplicity service is the lowest price, nationally available, attended funeral service, our
research demonstrates that consumers consider the smooth running of the funeral
and proper care of the deceased more than cost. Our business has been built with a
focus on high-quality service delivery and we closely monitor the results of our client
surveys to ensure we continue to maintain the highest levels of excellent client service
and standards of care.

However, until potential price caps are actually realised, it is impossible to quantify
the impact or potential mitigation.

See Chief Executive's review: p.16 to p.27
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Financial risk management

Risk description and impact Mitigating activities and commentary

Financial Covenant under the Secured Notes The nature of the Group's debt means that the denominator is now fixed unless
The Group's Secured Notes requires EBITDA to total further Secured Notes are issued in the future. This means that the covenant
debt service to be above 1.5 times. If this financial headroom will change proportionately with changes in EBITDA generated by the

covenant (which is applicable to the securitised subgroup  securitised subgroup.
of Dignity) is not achieved, then this may lead to an Event
of Default under the terms of the Secured Notes, which
could result in the Security Trustee taking control of

the Securitisation Group on behalf of the Secured See Financial review: p.41 to p.45
Note holders.

In addition, the Group is required to achieve a more
stringent ratio of 1.85 times for the same test in order
to be permitted to transfer excess cash from the
Securitisation Group to Dignity plc.

Current trading continues to support the Group's financial obligations, however
lower reported profitability increases the risk of breaching covenants.

Viability statement

The Directors confirm that they have a reasonable expectation that the Group will continue to operate and meet its liabilities, as
they fall due, for the subsequent three years to December 2022.

The key consideration of viability is the Group's ability to service its Secured Notes as and when those obligations fall due, twice a
year. The Directors have fully considered severe but reasonable scenarios, and the effectiveness of any mitigating actions, on the
Group's ability to generate funds to meet those obligations. Consistent with the prior period, three years has been selected as the
appropriate period of review.

In making this statement the Directors have reviewed the overall resilience of the Group and have specifically considered:

« the Group's current position and trading prospects;
« the current and ongoing strategy;
« the Board's appetite for risk; and

+ a robust assessment of the principal risks facing the Group, including those that would threaten its business model, future
performance, solvency or liquidity, and how they are managed, as explained in this Strategic Report (pages 46 to 51).
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Non-financial information statement

We believe that operating sustainably and responsibly is fundamental
to creating long-term value. At the heart of our business is a
commitment to doing the right thing: behaving ethically, working
safely, reducing our environmental impact, attracting and developing
our people and having a positive social impact in our communities.

Our objective is not only to provide and enhance the reputation of
our Group but also to promote and embed a culture of responsibility
and performance that adds value to our clients, our people, our
shareholders and the local communities we serve.

Our corporate responsibility activities are an important way for us to
deliver upon our strategic objectives. We believe that the best way to
support a sustainable business is to act in the long-term interests of

all our stakeholders, in addition to making a positive contribution to

the communities in which we operate.

The following table summarises the non-financial information
provided in the Annual Report and demonstrates how it is linked
to the reporting requirements of sections 414CA and 414CB of the
Companies Act 2006.

Reporting requirement Relevant sections of Annual Report
and related policies

Employees

Environment

Waste disposal

Crematoria emissions

Ethical Sourcing

Human Rights

Anti-corruption and
anti-bribery

Due diligence processes
implemented in the
pursuit of policies

We are truly a people business because we help people at an extremely difficult
time in their lives. Meeting their needs means that our employees must be caring,
thoughtful and truly engaged with those they serve. Dignity staff show clients care
and commitment demonstrating what we call The Dignity Way'. This describes a
special culture and way of working that means delivering the highest standards
of service and going the extra mile.

We believe that the quality of our people is a strong enabler of business growth.
We value our people as they are a great asset. We support them by recognising
and rewarding performance and long service plays a key part in this.

We aim to provide a safe working environment, encourage personal development,
responsibility and respect, and attract a diverse and inclusive workforce.

We are committed to maintaining the quality of the environment in which we
all live and we aim to reduce the impact of our operations so that we actin an
environmentally friendly manner.

Dignity produces waste that is hazardous. Specifically this is items such as gloves
used for handling the deceased, waste arising from embalming and mercury from
cremator abatement, which are placed in dedicated containers and are collected by
contractors and incinerated. All sites where this happens have been registered as
required under the legislation. All other waste is disposed of in accordance with local
authority regulations. The Regional Health and Safety Managers also monitor this
area. Awaste disposal mission statement has been issued to all sites.

Crematoria are subject to emission controls from the local authority areas in which
they are sited. They are licensed on an annual basis with quarterly emissions testing
information being submitted to the local authority. All cremators are subject to
rigorous maintenance schedules completed by an external contractor.

Air Pollution Control is a risk for all crematoria. The Company’s nominated service
provider completes a planned test programme on all cremators which includes
emissions testing. This mitigates the risk of any air pollution control issues.

There is a risk that Dignity could use a supplier that manufactures or purchases
goods that are made using slave, forced or child labour.

This risk is mitigated firstly by purchasing via a reputable agent and secondly by
ethical audits. Factories that supply Dignity are inspected by the General Manager of
Dignity Manufacturing on a three yearly cycle and ethical questionnaires completed
in conjunction with the owners of those factories. An E-Learning Module addressing
the Modern Slavery Act is rolled out to managers.

We are committed to ensuring that there is no modern slavery or human trafficking
in our supply chains or in any part of our business. Our stated commitment is to act
ethically and with integrity in all our business relationships and to implement and
enforce effective systems and controls to ensure slavery and human trafficking is
not taking place anywhere in our supply chains or in any part of the business.

We are committed to conducting our operations in a fair and ethical manner and
will not tolerate any form of bribery or corruption from employees, suppliers or
other parties.

We have induction, training and e-learning programmes to ensure that our
policies and processes are understood and implemented by our employees.
Our policies and processes promote and embed a culture of responsibility and
performance that adds value to all of our stakeholders. In 2019, an Annual
Compliance Declaration was completed by each member of the Executive and
Senior Management Teams for the individual to confirm compliance with all
applicable rules, regulations and policies.

» Strategy and business model - page 28

+ Corporate and Social Responsibility - page 53
* Directors' Report - page 92

+ Code of Conduct®

* Equality and Diversity Policy®

+ Health and Safety Policy

+ Our CSR commitments®

+ Corporate and Social Responsibility - page 53
* Our CSR commitments®

* Health, Safety and Environmental Performance - page 58
+ Safe Handling and Use of Substances Policy
+ Waste Disposal Mission Statement

* Health, Safety and Environmental Performance - page 58
* Our CSR commitments®

* Modern Slavery Act Statement®
* E-Learning Module
+ Our CSR commitments®

+ Modern Slavery Act Statement®
+ Our CSR commitments®

* Anti-bribery and Corruption Policy™
* Money Laundering Policy

+ Code of Conduct®

« Ethics and Conflicts of Interest Policy

+ Annual declarations of compliance with both the
Ethics and Conflicts of Interest Policy and other
relevant policies and laws.

« For our strategy and business model, relationships
and services, see page 28

+ Our non-financial key performance indicators are
shown on page 31

« For our principal risks and uncertainties and how they
are mitigated, see page 46

() These can be found on the Group's website
www.dignityfunerals.co.uk/corporate.
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Corporate and social responsibility

Our CSR Strategy Review

“In last year’s Annual Report | announced
a review of our CSR strategy. This was in
the context of the unprecedented change
taking place in the business through our

Transformation Plan. Because the Plan
involves a root and branch appraisal of
our business and operations it provides
a valuable opportunity to review all
aspects of our role and behaviour as

a corporate citizen.”

Areas of focus

We started the review by looking again at how our operations -
what we do as a business day-to-day - intersect with CSR issues,
in particular, employee engagement, our communities and the
environment. These three areas of focus have been the bedrock
of our CSR thinking over the years from which we have developed
three specific CSR pillars:

Our People (Expertise and Culture); Relationships (Building
strong relationships and community impact); and Resources
(Health, Safety and Environmental Performance).

Employee engagement (‘Our People)) is essential if we are

to successfully deliver the Transformation Plan. As a result,
improved employee engagement has been a major priority this
year and we have looked carefully at this crucial area and taken
significant steps to improve it through initiatives such as our
Employee Forum. We have worked hard to ensure we can
deliver the necessary changes at branch level and that employees
can provide feedback and are properly informed and trained.

One consequence of this activity has been the creation of a
much larger Human Resources function with a wider range of
additional skill sets to ensure it properly fits the needs of our
employees and the business. At the same time, great care is
being taken to ensure that our strong, caring culture is preserved
in the midst of widespread change. Achieving this balance is of
prime importance. As part of our Transformation Plan we will
evaluate our CSR pillar, ‘Our People (Expertise and Culture),
ensuring it is aligned to the business strategy, to industry Best
Practice and the expectations of both our internal and external
stakeholders. A full definition of what we mean and what is
required by managers and employees will be developed when
the Transformation Plan is closer to completion.

Regarding the environment, part of our ‘Resources (Health,
Safety and Environmental Performance)’ CSR pillar, we will
monitor whether changes to working practices as a result of the
Transformation Plan may impact our carbon footprint. The likely
impact cannot yet be fully assessed given that we are in the early
stages of piloting these changes. We will have a better picture

at the end of 2020. However, at present, our carbon footprint
remains low - we continue to report to the CDP (formerly
Carbon Disclosure Project) on an annual basis and have

retained our B score.

Regarding communities, part of our ‘Relationships (Building
strong relationships and community impact) pillar, the work of
our Transformation Plan team at branch level has demonstrated
the high-quality of many of our branches’ relationships with their
communities and the type of outreach that takes place. We want
to capture and share good examples across the whole Group
and encourage wider adoption in order to further enhance our
reputation as a positive contributor within the communities we
so proudly serve.

Looking at the changing needs of clients, we recognise the
future requirement to provide ‘sustainable’ funerals. What that
might mean in practice will require definition but the demand
for non-traditional and ‘sustainable’ alternatives is likely to grow.
Over time we will evaluate what ‘good’ looks like in the market
and assess what standards can be developed in order to offer
a genuine alternative that our clients have confidence in and
which will withstand rigorous stakeholder scrutiny.
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Corporate and social responsibility continued

As well as looking at what we do we have reviewed what Best
Practice in CSR looks like amongst a number of similar and

also dissimilar businesses. We have also taken account of both
current and developing thinking around sustainability and ESG
(Environmental, Social and Governance). What is clear is that
the interest in sustainability and ESG matters is now a dominant
theme and many companies are explicitly aligning CSR policies
and practices with their corporate strategy.

As a Board we have long placed strong corporate governance
at the heart of the way we run the business on behalf of all

our stakeholders. We recognise also that the support of our
employees in such a caring profession is fundamental. The

role of our branches in their communities is becoming more
visible through the work of the Transformation Plan team.
Members of that team have been greatly impressed by the level
of staff commitment. This is borne out by the high customer
satisfaction scores that we return, year after year. We can make
a strong case that we are a force for good in our communities.

However, we cannot be complacent. There is a need now, more
than ever, to not only update our sustainability policies and set
appropriate goals and KPIs but also to ensure that our policies
are aligned to the overall corporate strategy. We also recognise
that we can explain our CSR strategy, policy and practices better
within the business. Those practices, which are changing and
evolving as a result of the Transformation Plan, in particular
employee engagement, need to be embedded in the
management culture. Other, existing good practices, must

be articulated better, shared and properly understood and
owned by employees.

Employee diversity

Senior managers
(% & number)

Senior and middle managers
(% & number)

4

B Male: 80% (24 employees)
W Female: 20% (6 employees)

Wl Male: 62% (113 employees)
B Female: 38% (68 employees)

] -
Recommendations

Arevised CSR Strategy The recommendations of the review are as follows:

As the Transformation Plan reaches 1/ The Group will prepare and publish 3/ We will ensure that our revised

its conclusion, the Group will publish a refreshed CSR Strategy document strategy is in line with any potential
a revised CSR strategy. We will which is clearly aligned and designed upcoming social and environmental
strengthen our existing approach by for employees and other stakeholders. legislation e.g. carbon reduction
taking account of emerging trends and It will make clear what the Group targets and waste management,
priorities in CSR which are relevant to regards as best practice and the as well as industry best practice.
our business. If necessary we must be requirements on management and

prepared to go beyond the ‘People’, employees. It will be used to help drive 3

‘Relationships’ and ‘Resources’ and sustain the changes being made in 4/ ?/I’\I/SL\:\Qgse BZ?;ﬁ;?::n%T;;ga;f%n al
framework currently in place. the business by the Transformation.

2/ We will consider whether to extend the
CSR framework, currently comprising:
Our People (Expertise and Culture);
Relationships (Building strong
relationships and community impact);
and Resources (Health, Safety and
Environmental Performance).

targets that are transparent and will
keep stakeholders up to date with
our progress and challenges.

“The revised CSR Strategy will ideally be produced and published
during 2021 following further work with the Transformation Plan
team on areas including employee engagement and

environmental impact.”
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Our people

. &
Expertise and culture Building engagement
For a business that prides itself on S
communicating sensitively with clients, L
we have to ensure the same care and g
consideration is shown towards our o
- - - own people too. That means regular i
(T()/?)tg(l ﬁlTrﬁL?gses”at'o (E(J/Tg%en?ggrr)v = Long service dialogue which is accessible through S
a variety of channels, with the
300/ opportunity for colleagues to interact
. 0 and easily share their feedback.
30 per cent of our people i . a
have worked at Dignity for With a continued focus on the g
‘ more than 10 years. Transformation Plan, it is clear that ]
employees will also want to know 8
B Male: 48% (1,574 employees) B Less than 1 year: 16% (520 employees) how changes affect them and their §
B Female: 52% (1,730 employees) B 1-4years: 35% (1,150 employees) particular roles. g
B 5-9 years: 19% (645 employees) 1
e e CoOCTRIOY D) Adopting a multi-channel approach S

Over 20 : 10% (334 I ..
Ve R B emploree has seen us develop digital

communications solutions

that sit alongside our established
company newsletter. Good to Great
is a dedicated website housing news,
blogs, FAQs, diary dates, occasional
competitions and opinion polls.
Users can comment on site content
and enter into related discussions
with their colleagues.

We will soon be adding a secure section
for managers to facilitate information
sharing and promoting best practice
through toolkits.

99| - G6 SHusWIaje)S |eldueuUly

Other initiatives include a fortnightly
email bulletin charting the progress
of the Transformation Plan, monthly
managers' calls, Town Hall
presentations for head office
colleagues and regular engagement
surveys. This summer we will run
the second of our Good to Great
Live management conferences with
keynote speakers and detailed
business updates.



56 | Dignity plc Annual Report & Accounts 2019

Corporate and social responsibility continued

Supporting each other

More frequent and accessible communication is
complemented by an increase in the face to face support
available to colleagues, particularly those in operational
roles across funerals, crematoria and manufacturing.

Our HR department has expanded to include a team of

nine regional Business Partners. The role is very much a
consultative one, so rather than focus solely on reactive and
administrative issues, the Partners provide guidance in areas
such as recruitment, learning and development and
improving business results.

Across the organisation, we have been looking carefully
at people support and specifically the area of reward and
recognition. We are exploring opportunities for additional
benefits that enhance our position as a desirable and
appealing place to work.

We care deeply about the wellbeing of our people and
continue to offer access to an Employee Assistance
Programme. This free and confidential advice service is
available 24/7 and enables colleagues to discuss any issues
that may be causing them concern, be they related to work,
home life, or their physical and mental health.

“More frequent and
accessible communication is
complemented by an increase
in the face to face support
available to colleagues.”

Giving our people a voice

During the last year we successfully established a new
Employee Forum to facilitate regular and constructive
engagement between colleagues and senior management,
including the Board.

Hundreds applied for the opportunity to represent their
colleagues and business area through the Forum and the
successful 17 candidates were chosen following a staff vote.

The purpose of the Employee Forum is to share information
on a broad range of topics, everything from business
performance and operational initiatives to future strategy
and vision. It also creates a platform for relaying colleagues’
opinions, feelings and ideas, helping to ensure that the
business decisions we make are fully informed with insight
from all major stakeholders.

Three meetings have been held to date, each attended by
Chief Executive Mike McCollum, and the outputs shared
through communications tools such as our internal newsletter.
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Relationships

“In our desire to become more
digitally enabled and offer
greater choice to customers,
we have taken our knowledge

to create an innovative online

Building strong
relationships and
community impact

Reaching out to our local communities

From the clients and families we care for, to the communities
we serve, building and maintaining strong external
relationships plays a key role in the overall success of

our business.

In the case of our clients, relationships frequently extend
beyond the funeral itself - after all, the grieving process is never
so straightforward and will affect different people in different
ways over different timespans.

A popular and welcome initiative has been the communal
memorial services coordinated by our colleagues in the build
up to Christmas. We organise hundreds across the country,
both for clients we have helped, as well as wider members of
the community who also wish to participate.

The services are a chance to remember and celebrate loved
ones, whose names are read out as a mark of respect, before
family members are invited to light a candle. Poignant,
emotional, but also comforting, it is a chance for Funeral
Directors and Funeral Arrangers to speak with families and
offer further support if required.

Guidance just a click away

In our desire to become more digitally enabled and offer
greater choice to customers, we have taken our knowledge

to create an innovative online tool that guides people through
the essential steps they need to follow when someone dies.
An extension of our website, the tool is mobile friendly, easy
to navigate and produces a bespoke checklist for the user
based on the answers they provide to a series of questions
related to the circumstances of their loss.

Location tracking recommends external organisations that
can help and, if required, also signposts a selection of our
nearest funeral directors. The service is not reserved for
Dignity customers and can help anyone in need of guidance
when trying to cope with the sometimes complex procedures
associated with registering a death.

tool that guides people
through the essential steps
they need to follow when
someone dies.”

Supporting a variety of charities

Dignity is proud to work with a number of charitable partners,
sometimes through fundraising activities or sponsorship, or
alternatively by giving up our time and offering assistance to
local projects near our branches and crematoria.

We have enjoyed a longstanding partnership with the British
Heart Foundation and in the past year presented the charity
with a donation of approximately £234,000.

Among the related projects we have supported is the
installation of defibrillation equipment into all Dignity
operated crematoria throughout England and Scotland, while
colleagues have been learning valuable CPR techniques that
could also help to save a life in the event of an emergency.

As the partnership continues, we will be looking at carrying
out similar installations on the exteriors of our funeral
branches and office premises in busy locations where there
are currently no defibrillators nearby.

Alongside such large scale national partnerships, we also
recognise the importance of responding to more localised
causes where many of our funeral branches and crematoria
have proud connections to their respective communities that
span generations.

In short, one size does not fit all and we encourage colleagues
to identify the particular charities and community groups they
want to support, often following requests from a client. We
are also considering the feasibility of topping up localised
fundraising through a centrally administered grants scheme.

We have enjoyed a longstanding
partnership with the British
Heart Foundation.
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Corporate and social responsibility continued

Health, Safety and
Environmental performance

Working safely :
and reducing our
environmental impact

Keeping people safe

Safety in the workplace remains a priority, helping to protect the Health & safety training (number)
people who work at, and visit, our premises. Working in a safe
environment allows us to focus on delivering excellent service
to our clients, while also supporting employee engagement I12

and retention.

Dignity has a full-time Head of Health and Safety and a team m

of eight regional Health and Safety Officers providing support 274
services to our branches, crematoria, manufacturing site and
head office locations.

0 25 50 75 100 125 150 175 200 225 250 275
B Employees with NEBOSH qualification: 12
The team works hard to minimise incidents and improve our st e e (T e
safety culture and behaviours. We monitor health and safety W Employees with CIEH qualification: 274

through quarterly analysis, inspection of premises, surveillance
and regular reports to the Board.

We also proactively identify areas requiring action with the
intention of further risk reduction across the business.
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Managing our environmental impact

Our business has a well-established culture of safety and
operational excellence and aims to provide strong leadership
in the pursuit of safe and environmentally responsible
workplaces. We are mindful of the importance of minimising
the impact our business activities have on the environment
and the need to mitigate future risks wherever possible.

A total of 35,000 cremations at our crematoria during 2019
were mercury abated. This represents 54 per cent of all the
cremations carried out, which exceeds the required industry
standard set by the Department for Environment, Food and
Rural Affairs.

We are aware that new technology is in development that
will help to reduce nitrogen oxide emissions at crematoria
and are supporting the exclusive testing of such equipment
in partnership with the manufacturer at one of our sites in
Northampton. In addition, we are investigating the potential
benefits of alternative fuels and energy recovery as ways of
lowering consumption levels. We hope to be able to report
positive progress in these areas over the next 12 months.

Dignity's coffin manufacturing facility has 1ISO14001
accreditation, an internationally recognised standard for an
effective environmental management system that is designed
to address the balance between reducing environmental
impact and maintaining profitability.

Our coffins are manufactured using raw materials that
originate from well-managed and sustainable sources. For
example, 98 per cent of the coffins we produced last year were
manufactured using timber certified by the Forest Stewardship
Council (FSC).

Waste management services

After carrying out a detailed review of our supplier agreements
for waste management we have entered into a new
partnership with Veolia to handle our general and mixed
recyclable waste on a national basis.

Working with a single provider rather than managing multiple
contracts makes the process more streamlined and brings cost
savings as well. We track where waste is going once collected
and with Veolia's support our objective over the course of the
contract is to ensure nothing is sent to landfill.

Environmental reporting

As part of our ongoing commitment to reduce our carbon
footprint and environmental impacts, Dignity has reported

to CDP (formerly the Carbon Disclosure Project) since 2008.
CDP is a not-for-profit organisation that measures disclosures
from thousands of companies and cities across the world.

It encourages best practice in reporting and reducing
environmental impact through a scoring process.

Scoring is based on a number of criteria designed to
assess Energy Management practices and Environmental
Strategy, specifically around Performance and Reporting,
Risk Management and Business Strategy in relation to
climate change.

Dignity’s 2019 submission achieved a ‘B’ rating, with ‘A’ being
the highest rating and ‘E’ being the lowest. We also reported
on water and waste management under the Scope 3
requirements.

Environmental performance

Greenhouse gas emissions reporting for 2019

The Group reports its greenhouse gas to CDP on an annual
basis in tonnes of carbon dioxide equivalent resulting from
the combustion of fuel (direct Scope 1 emissions) and that
resulting from the purchase of electricity (indirect Scope 2
emissions).

The emissions for the last five years are as follows:

2019 2018 2017 2016 2015
Scope 1 15,844 16,028 15535 15616 14,988
Scope 2 59 174 423 7,106 7,455
Total 15,903 16,202 15958 22,722 22,443
Per FTE Employee 5.2 53 4.8 8.0 8.2

Our energy consumption figures over the same periods are:

2019 2018 2017 2016 2015
MWh 94,067 95,147 92,121 91,413 87,730

Methodology

Our greenhouse gas emissions have been calculated on a per
full-time equivalent employee ratio. This intensity metric is the
best measure available to the Group given the diversity of the
property portfolio, the three separate divisions of the business,
and the absence of a similar business to benchmark against.

We have calculated our Scope 1 and Scope 2 GHG emissions
since 2010 and work alongside Ecometrica Ltd to assist with
our carbon emissions reporting. This supports greater
transparency and accuracy of data. Emissions have derived
from accurate consumption information on utility bills, smart
meter readings and fuel card data.

GHG emissions have been calculated in accordance with the
GHG Protocol Corporate Accounting and Reporting Standard
(revised edition), using the location based on the Scope 2
calculation method together with the latest emission factors
from recognised public sources, principally Defra/DECC.

In addition, Dignity’s carbon emissions disclosure has been
undertaken in accordance with the Companies Act 2006.

Percentage Index Graph Scope 1 & 2 Only (Base Year 2009)
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Chairman’s introduction to governance

The Board is committed to a strong governance

framework based on openness, accountability and trust.

It is an essential part of the way we do business.

Dear Shareholder,

Following my appointment as the Chairman of your Company
in September 2019, | am delighted to present on behalf of the
Board the Group's Corporate Governance Report for 2019.
This report is intended to provide shareholders with a clear and
comprehensive explanation of what good governance means
within Dignity, what it means to us as the Board of Directors,
how it is applied and how it guides our decision making.

We are reporting in line with the UK Corporate Governance
Code April 2016 (the ‘Code). Save for the exceptions noted
later, Dignity has complied with all relevant provisions
throughout the period ending 27 December 2019. How we
have achieved this is covered in this section of our Annual
Report and comprehensively explains our approach to and
the application of good corporate governance.

The Financial Reporting Council released a new version of the
Code inJuly 2018 which applies to reporting periods beginning
on or after 1 January 2019. This 2018 Code will therefore apply
during the course of the year ending 25 December 2020. As a
business we are adopting early much of the 2018 Code and
changes will be reflected in next year's report.

Good governance is crucial at all levels within the Group and it
is the responsibility of the Board both to lead by example and
to set the tone from the top. It means ensuring that an effective
internal framework of systems and controls exists which
includes clearly defined authorities and accountability which
promote success, whilst allowing risks to be managed to
appropriate levels. To do this the Board must make sound
judgements whilst giving consideration to the views of our
shareholders and other stakeholders.

Clive Whiley
Chairman

11 March 2020

Compliance with the UK Corporate Governance Code

In the 2019 reporting period, Dignity plc was subject to the April
2016 UK Corporate Governance Code (the ‘Code’) issued by the
Financial Reporting Council (available at frc.org.uk). As a listed
company, Dignity is required to report on how it has applied
the principles of the Code and this is set out in the following
pages. The Board is pleased to report that, other than as
detailed in the paragraphs below, Dignity has complied with

all of the provisions of the Code throughout the period ended
27 December 2019 and remained compliant at the date this
2019 Annual Report was published.

In 2008, Peter Hindley relinquished the role of Chief Executive
and became Chairman of the Board. This was contrary to

the Code as he was not independent on appointment as
Chairman. However, in accordance with the Code, that
appointment was only made after consultation with the major
shareholders of the Group at that time acknowledging the
importance of retaining Peter Hindley's skills and knowledge
of the funeral sector.

In May 2018, the Board announced that Peter Hindley, in
accordance with his wishes, would retire from the Board

in 2019 and he did so on 13 June 2019. | was appointed
independent Non-Executive Chairman on 26 September 2019.
In the period between Peter retiring and my appointment,
David Blackwood, our Senior Independent Director, was
appointed Interim Chairman. During this interim period and
indeed prior to this when James Wilson was appointed on

1 May 2019, the Company was not compliant with Code
Provision B.1.2 which requires at least half of the board
excluding the chairman, to comprise of independent
non-executive directors.

Board Changes

James Wilson was appointed to the Board on 1 May 2019.
James is a partner at Phoenix Asset Management Partners
Limited which manages 26.7 per cent of the Company'’s shares.
James has no involvement in how the shares in the Company
are voted.

When Peter Hindley stood down from the Board in June 2019,
the Board comprised three Executive and four Non-Executive
Directors, three of whom were independent.

Mary McNamara, Chair of the Remuneration Committee, stood
down from the Board at year end, 27 December 2019, due to

a substantial increase in commitments with her other Board
appointments.

Following Mary McNamara's retirement from the Board at
year end, the Board reduced to three Executive and three
Non-Executive Directors.

Dean Moore was appointed to the Board as an independent
Non-Executive Director on 11 March 2020.

At the current time and in addition to the Chairman, the Board
comprises three Executive and four Non-Executive Directors,
three of whom are independent.
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Chairman’s introduction to governance continued

Board induction

Following appointment, an induction programme is provided
to new directors so that he or she becomes as effective as
possible in their role within the shortest practicable time.

The induction programme includes:

* Briefings with directors, senior managers and advisers;

« A briefing on the role a director and the framework in which
the Board operates;

* Provision of Board and Committee papers and governance
documents such as the Schedule of Matters Reserved for
the Board;

* Provision of corporate policies; and
* Analysts' reports.

The Code requirement is for at least half the Board, excluding
the Chairman, to be Non-Executive Directors determined by
the Board to be independent. Jane Ashcroft, David Blackwood
and Dean Moore are considered independent.

Directors’' Report
The Directors present their report for Dignity plc for the period
ending 27 December 2019.

Corporate Governance

The Group is committed to high standards of corporate
governance, details of which are given in this report and the
separate reports from the Chairman of:

» The Audit Committee;
* The Nomination Committee; and
* The Remuneration Committee.

The various sections of this report contain summarised
information from Dignity plc's Articles of Association (the
‘Articles’) and the Companies Act 2006 which is the applicable
English law concerning companies. The relevant provisions of
the Articles or the Companies Act should be consulted if more
detailed information is needed.
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Governance structure

The Board provides strategic leadership to the Group
within a framework of sound corporate governance
and internal control.

The Dignity plc Board

(Chairman, Executive Directors and Independent Non-Executive Directors)

Board Level Committees

Audit Committee

(Independent Non-Executive Directors)

Executive Management Team

Remuneration Committee
(Independent Non-Executive Directors)

Nomination Committee
(Chairman and Independent Non-Executive Directors)

The Board

The Board is responsible for the long-term success of the
Group which includes:

* Overall management of the Group;

« Setting and reviewing the strategy of the Group;

* Delivery of the Transformation Plan;

+ Approval of major capital expenditure and acquisition projects,
and consideration of significant financial matters;

+ Monitoring the exposure to key business risks;

+ Approval of major financing and capital structure changes
to the Group;

« Setting annual budgets and reviewing progress towards
achievement of these budgets; and

* Proposing and making dividend payments to shareholders.

The Chairman
The Chairman is responsible for:

* The leadership of the Board;

« Ensuring the Board functions effectively in all aspects of its role;

* Facilitating the effective contribution of the Non-Executive Directors
and ensuring a constructive working relationship between Executive
and Non-Executive Directors;

+ Making sure all Directors receive accurate, timely and
clear information;

* Setting the agenda so all strategic and other important issues are
discussed, ensuring sufficient time is devoted to discussing such
issues; and

» Making sure there is effective communication with stakeholders
and acting as the public face of the Group.

Non-Executive Directors

The Non-Executive Directors scrutinise, measure and review the
performance of management; constructively challenge and assist in
the development of strategy; review the Group's financial information
and monitor the effectiveness of internal risk management systems.
There are three independent Non-Executive Directors.

Senior Independent Director

The Senior Independent Director (who was Interim Chairman

from June 2019 until Clive Whiley's appointment in September 2019)
provides a sounding board for the Chairman and acts as an
intermediary for other Directors if needed and is available to

meet and liaise with shareholders as required.

The Chief Executive and Executive Directors

The Chief Executive and Executive Directors are responsible for:

* Operational management and control of the Group on a day-to-day
basis. Local operational decisions are the responsibility of the local
managers, who are accountable to the Chief Executive and the
Executive Directors;

+ Formulating and proposing strategy to the Board; and

* Implementing the strategy and policies adopted by the Board.

Commiittees of the Board

There are three standing committees of the Board: the Audit
Committee; the Remuneration Committee; and the Nomination
Committee. The Terms of Reference of these Committees are set
by the Board and are available on the Dignity plc corporate website.
Membership is reserved for the Independent Non-Executive
Directors save for the Nomination Committee which is chaired

by the Non-Executive Chairman. The Board Committee Reports

are on pages 72 to 91.

Executive Management Team

The Executive Management Team consist of the following Executive
Directors and Senior Managers:

* Chief Executive: Mike McCollum;

* Finance Director: Steve Whittern;

+ Corporate Services Director: Richard Portman;
+ Crematoria Director: Steve Gant;

* Marketing Director: Mark Hull;

* Director of Funeral Operations: Andrew Judd;

* Business Development Director: Alan Lathbury;
« Director of Pre Arrangement: Paul Toghill; and

* Transformation Director: Paul Turner.
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Board of Directors

A strong, balanced and
experienced Board

“Our Board members
provide a strong and
complementary mix

of skills and experience.

Together they are

committed to building
the long-term success
of the Group.”

Clive Whiley
Non-Executive Chairman

Clive Whiley (N]
Non-Executive Chairman

Appointed to the Board: 2019

Mike McCollum
Chief Executive

Appointed to the Board: 2004

Background and experience:

Clive has over thirty five years' experience in
regulated strategic management positions
since becoming a Member of the London
Stock Exchange. He has extensive main board
executive director experience across a broad
range of financial services, engineering,
manufacturing, distribution, retail and leisure
businesses encompassing the UK, Europe,
North America, Australasia, the Middle East
and China. He is Chairman of Mothercare plc
and a Non-Executive Director of Grand
Harbour Marina plc and Camper &
Nicholsons Marina Investments Limited and
Chairman of China Venture Capital
Management Limited, First China Venture
Capital Limited and Y-LEE Limited.

Background and experience:

Mike joined Dignity’s former parent, SCI,

in 1995 from KPMG Corporate Finance in
London. As Finance Director he was part

of the management team that guided the
Group through the leveraged buy out in 2002
and IPO in 2004. He was appointed Chief
Executive in 2009. He is a solicitor and also
holds an MBA from Warwick University.

External appointments:
Non-Executive Director of CVS Group plc.

Steve Whittern
Finance Director

Appointed to the Board: 2009

Richard Portman
Corporate Services Director

Appointed to the Board: 2006

Background and experience:

Steve joined the Group in 1999 from KPMG.
He was appointed Finance Director at the
beginning of 2009, having spent the previous
two years as Financial Controller, being
responsible for the Group's finance function.
Steve has led the three refinancings and
Returns of Cash since 2010, and the debt
and equity funding for the Yew Acquisition

in 2013. Steve is a Fellow of the Institute of
Chartered Accountants in England and Wales
and holds a mathematics degree from
Warwick University.

External appointments:
Senior Non-Executive Director of Medica
Group PLC.

Background and experience:

Richard joined SCI from HSBC to be

Chief Accountant in 1999. Following the
IPO, Richard was appointed as Company
Secretary and became Corporate Services
Director in 2006. Richard is a Fellow of the
Institute of Chartered Accountants in
England and Wales, holds a geography
degree from the University of Birmingham,
is a Companion of the Chartered
Management Institute. He is also one of
the Trustees of the Dignity Welfare Trust.

External appointments:
None.



Dignity plc Annual Report & Accounts 2019 | 65

Jane Ashcroft CBE (ANNNR]
Independent Non-Executive Director

Appointed to the Board: 2012

David Blackwood (ANNNR]
Senior Independent Non-Executive Director

Appointed to the Board: 2015

Tim George
Company Secretary

Background and experience:

Jane is Chief Executive of Anchor Hanover,
England's largest provider of housing and
care for older people and held a number of
senior positions since joining them in 1999
before appointment to her current role in
2010. She is a Board member and Vice-
Chair of the National Housing Federation,
and a founding member and Vice- Chair

of the Associated Retirement Community
Operators. A graduate of Stirling University,
she is a Fellow of the Institute of Chartered
Secretaries & Administrators, a Member of
the Chartered Institute of Personnel and
Development, a Trustee of The Silver Line
charity and was awarded a CBE in the 2014
New Year’s honours list.

Dean Moore 000

Independent Non-Executive Director
Appointed to the Board: 2020

Background and experience:

Dean is a chartered accountant with
extensive public company experience
having previously been Chief Financial Officer
at Cineworld plc, N Brown Group plc, T&S
Stores plc and Graham Group plc and
formerly non-executive Chairman of Tuxedo
Money Solutions Limited. He is currently

an independent non-executive director

and Chairman of the Audit Committee
atCineworld plc and Audit Committee
Chairman and Senior Independent

Director of Volex plc.

Dean will become Chairman of the Audit

Committee in succession to David Blackwood.

Background and experience:

David is a Non-Executive Director and Audit
Committee Chair of Scapa Group plc and

a Non-Executive Director of Stobart Group
Limited and has previously served as a
member of the Cabinet Office Audit and
Risk Committee and the Board for Actuarial
Standards. He was Chief Financial Officer
of Synthomer plc for seven years, stepping
down in 2015, prior to which he held a
number of senior roles with IC plc. He is

a member of the Institute of Chartered
Accountants in England and Wales and

a Fellow of the Association of Corporate
Treasurers. David became Senior
Independent Non-Executive Director of
Dignity on 31 January 2018. He was Interim
Chairman from June to September 2019
and is currently Acting Chairman of the
Remuneration Committee.

Tim was appointed Company Secretary
in December 2018 and is a Fellow of the
Institute of Chartered Secretaries &
Administrators.

Board composition, balance
and tenure

The Board comprises seven Directors and
the Non-Executive Chairman. There are
three independent Non-Executive Directors
and three Executive Directors.

James Wilson (N)
Non-Executive Director

Appointed to the Board: 2019

Background and experience:

James joined the Board as a Non-Executive
Director on 1 May 2019. James is a partner
at Phoenix Asset Management Partners
Limited and manages The Huginn Fund.
James joined Phoenix in 2013. Prior to this,
James spent three years at Aviva Investors in
the Pan-European equity team. James holds
a masters degree in Civil Engineering from
the University of Durham and is a Chartered
Financial Analyst. James is a Non-Executive
Director of Hornby Plc.

Executive and Non-Executive
Non-Executive Tenure
Directors

@

B 0-3years
B 3+years

g

B Executive Directors
B Non-Executive Directors
B Non-Executive Chairman

Key to Committee membership

O Audit Committee
@ Nomination Committee
@ Remuneration Committee

@ Green background denotes
Committee Chairman.

The Board records its thanks to Peter Hindley who stood down from the Board

on 13 June 2019 after 28 years of service to the Company and the outstanding
contribution he made to Dignity over those years. Also to Mary McNamara who stood
down atyear end, for her wise counsel and support through a challenging period.

Links
0 See Audit Committee report: p.72 to p.74

0 See Nomination Committee report: p.75 and p.76

e See Report on Directors’remuneration: p.77 to p.91
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Executive Management Team

The Executive Management Team
consists of the Executive Directors
and Senior Managers.

The role of the Executive
Management Team

The Executive Management Team is
responsible for managing the detailed
day-to-day tasks required to implement
the strategy set by the Board.

Mike McCollum
Chief Executive

Full biography on page 64

Steve Whittern
Finance Director

Full biography on page 64

Richard Portman
Corporate Services Director

Full biography on page 64

Steve Gant
Crematoria Director

Steve joined what is now Dignity in 1988.

His key area of responsibility is The
Crematorium and Memorial Group.

He began his career in the crematoria industry
in 1983 and assumed management of the
Crematoria division in 2003. Steve currently
sits on the Executive for the Federation of Burial
and Cremation Authorities and is part of the
National Cremation Working Group for the
Ministry of Justice, consulting on the revision
and update of the Cremation Acts.

Mark Hull
Marketing Director

Mark joined Dignity in 2013 as Head of
Marketing for funeral plans and has since
progressed and established the marketing
function for the Group, which he now leads.
Responsibilities cover Brand, Promotion,
Digital Marketing and Experience, Proposition
and Communications.

Mark is a Chartered Marketer and Member
of the Chartered Institute of Marketing and is
also a Chartered Manager and Fellow of the
Chartered Management Institute. He holds

a Marketing degree from the University of
Hertfordshire, a postgraduate diploma in
Marketing from London Guildhall and an
MBA from Cranfield University.

Andrew Judd
Director of Funeral Operations

Andrew joined what is now Dignity in 1996.

He is responsible for all aspects of the Group's
day-to-day provision of funeral services through
a nationwide network of employees, funeral
locations and associated facilities.

Andrew has progressed through a variety of
roles within both the Co-operative Group and
independent sectors. He holds a degree from
Wolverhampton University in Economics and
Business and holds additional professional
qualifications in both Funeral Service
Management and Funeral Directing. He has
held office in both the British Institute of Funeral
Directors currently sitting on the Executive
Committee for Professional Standards and
Cross Industry Steering Committee for the
Funeral Service Consumer Standards Review.

Alan Lathbury
Business Development Director

Alan joined what is now Dignity in 1999.

He is a Fellow of the Chartered Institute of
Management Accountants and holds an MBA
in Business and Finance. His principle areas
of responsibility are Business Development
of Crematoria, through acquisition of existing
crematoria, building of new greenfield location
crematoria and through partnerships with
local authorities to manage existing
bereavement services. Currently Alan is
managing the Company’s response to the
Competition and Market Authority’s
investigation into the funeral industry.

Paul Toghill
Director of Pre Arrangement

Paul joined Dignity in 2006. His key area of
responsibility is the running of Dignity Pre
Arrangement, which includes Proposition,
Distribution, Marketing and Operations.

Paul has worked in the life insurance and
pre-arranged funeral plan markets for over

25 years, with a particular focus on funeral
propositions, distribution and the strategic
development of affinity partnerships including
within FCA regulated markets.

Paul is a Member of the Institute of Direct
and Digital Marketing, and holds a Diploma
in Interactive and Direct Marketing.

Paul Turner
Transformation Director

Paul joined Dignity in 2018. He is responsible
for delivering the Transformation Plan which
involves understanding the relationship
between price, service and volume to develop
a broader proposition for customers across

a number of market segments, developing a
streamlined network and central operating
model that can consistently deliver efficiently
at lower-cost.

Paul has led major change projects in a number
of branch-based service industries including
pubs, restaurants and builders merchants,

and is also responsible for IT within Dignity.
Paul graduated from the University of Stirling

in Accounting and French Language, and is

a Chartered Management Accountant.
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Directors' statement on corporate governance

How the Board Functions

The Group is controlled through the Board of Directors that meets regularly throughout the year. The structure of the Board,
together with explanations of responsibilities, is shown on page 63. Informal meetings are held between individual Directors
as required.

The day-to-day management of the Group is delegated to the Executive Directors and the wider Executive Management Team
(see page 66) supported by an experienced and generally long serving senior and middle management team, the size and
structure of which is commensurate with the complexity of the Group's activities. Managers have the necessary skills and
knowledge relevant to their areas of responsibility. The remainder of the responsibilities rest with the Board however, certain
capital expenditures and acquisition projects are delegated under a formally adopted Schedule of Matters Reserved for the
Board and Expenditure Authorisation Policy.

All Directors are provided with the necessary papers in advance of the meetings to permit them to make informed decisions
at those meetings. The Board also considers employee issues and key management appointments, including the role of
Company Secretary.

The Board now comprises seven Directors and the Non-Executive Chairman. During the period the total number of directors
who served was nine. Peter Hindley, former Non-Executive Chairman, retired from the Board on 13 June 2019 and Mary
McNamara, former Chair of the Remuneration Committee retired from the Board on 27 December 2019. There are currently
three independent Non-Executive Directors and three Executive Directors.

The Board considers that three Executive Directors, supported by the wider Executive Management Team, details of which are
on page 66, are sufficient to manage a Group of this size, complexity and organisational structure.

There were three independent Non-Executive Directors who served for the period: Jane Ashcroft, David Blackwood and Mary
McNamara. Mary McNamara retired from the Board on 27 December 2019 due to a substantial increase in commitments with
her other Board appointments.

Biographical details for the serving Non-Executive Directors appear on page 65. Their role is to challenge constructively the
management of the Group and to assist in the development of strategy. The Non-Executive Directors are chosen for their
diversity of skills and experience. Each Non-Executive Director is appointed for a fixed term of two years, subject to annual
re-election by shareholders. This term may then be renewed by mutual consent up to a maximum of nine years in accordance
with the Code. Appointments beyond six years are also subject to rigorous review prior to approval. The Non-Executive letters
of appointment are available, upon request, from the Company Secretary.

David Blackwood is the Senior Independent Non-Executive Director of the Group. His role is to provide a sounding board for
the Chairman and act as an intermediary for other Directors if needed and to be available to shareholders if so required.

The Chairman and the Non-Executive Directors are required to, and have, confirmed formally to the Board that, mindful of their
other commitments they have, and will have, sufficient time to devote to their responsibilities as Directors of the Company.

Jane Ashcroft, David Blackwood and Dean Moore (appointed post year end) are independent of management as defined by the
Code. Mary McNamara who retired from the Board at year end was also an independent Non-Executive Director.

David Blackwood was interim Chairman of the Company from the retirement of Peter Hindley on 12 June 2019 until Clive Whiley
was appointed Chairman on 26 September 2019. This interim position did not compromise David Blackwood's independence as
defined in the April 2016 UK Corporate Governance Code.

All Directors are able to take independent professional advice on the furtherance of their duties as necessary at the Group's
expense. They also have access to the advice and services of the Company Secretary and, where it is considered appropriate
and necessary, training is made available to Directors. All Directors receive annual training and updates on the duties and
responsibilities of being a Director of a listed company. This covers legal, accounting, security and tax matters as required or
as requested by any Director. In addition, any newly appointed Director receives appropriate induction training.

The Company maintains appropriate insurance cover in respect of any legal action against its Directors. The level of cover is
currently £100 million.

The Directors have, during the period, formally reminded themselves of their duties as Directors under the Companies Act 2006
(Section 171-177). These duties include the need to avoid conflicts of interest (Section 175). No such conflicts of interest exist.

In accordance with the Code, all Directors will submit themselves for election or re-election as appropriate at the 2020 Annual
General Meeting.
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Directors’ statement on corporate governance continued

Board Appraisal

In accordance with the requirements of the Code, an external evaluation of the Board and its Committees was completed in
2019. The evaluation was conducted by Lintstock Limited a corporate advisory firm, entirely independent of the Group. This
meets the requirements of the Code that an external evaluation takes place on at least a three yearly basis. A further external
evaluation will be undertaken in 2022.

During the period, the Board undertook a formal and rigorous evaluation of its own performance and that of its Committees
and Directors by way of the issue of a detailed online questionnaire to all Directors. This was followed by a detailed review by
Lintstock Limited and the Board of the responses and identification of any actions arising.

Specific matters reviewed by the Board were:

* Board composition;

« Stakeholder oversight;

+ Board dynamics;

* Board support;

* Management and focus of meetings;

+ Case study: CMA funerals market investigation;

* Strategic oversight;

* Risk Management and internal control;

* Succession planning and human resource management; and
* Priorities for change.

Issues arising from the evaluation are reviewed and addressed.

The Non-Executive Directors, led by the Senior Independent Director, are responsible for the performance evaluation of the
Chairman taking in to account the views of the other Executive Directors. The Board was satisfied that its performance and that
of its Chairman, individual Directors and Committees was of the appropriate standard.

Board and Board Committee Attendance
Those attending and the frequency of Board and Committee meetings held during the period was as follows:

Audit Remuneration Nomination
Main Board® Committee Committee® Committee
Number of meetings 8 3 3 2
Jane Ashcroft 8 3 3 2
David Blackwood 8 3 3 2
Peter Hindley 2 16 i -
Mike McCollum ) 3 30 20
Mary McNamara 8 3 3 2
Richard Portman 8 3 - -
Clive Whiley 3w 1 G 1 G 1
Steve Whittern 8 3 16 -
James Wilson 6™ 20 - 1

(i) Only scheduled Board meetings, of which there were eight in the period, have been included in the attendance analysis. A further eight meetings were held to consider
announcements, documents or the grant of LTIP awards.

(i) The scheduled meetings of the remuneration committee of which there were three in the period, have been included in the attendance analysis. A further meeting was held
in the period to discuss, amongst other matters, LTIP vesting and awards.

(iii) In attendance by invitation of the respective Committee.
(iv) Peter Hindley retired from the Board on 13 June 2019. James Wilson was appointed to the Board on 1 May 2019 and Clive Whiley on 26 September 2019.

Dean Moore was appointed to the Board on 11 March 2020.

The Board had eight full Board meetings spread broadly equally across the year. The Board considers that eight is the
appropriate number required to exercise effective governance and control although this is kept under review. Further meetings
are arranged as required.

If Directors are unable to attend a meeting, they are advised of the matters to be discussed and given an opportunity to make
their views known to the Chairman prior to the meeting. Such views will be included in the minutes of the meeting if necessary.

The Chairman and the Non-Executive Directors met during 2019 without the Executive Directors present. These are usually
scheduled to occur following full Board meetings. The Non-Executive Directors also met during 2019 without the Chairman present.
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The Company Secretary

The Company Secretary, Tim George, is responsible for overseeing the preparation and distribution of all agendas, minutes
and related Board and Committee papers. He attends the Board meetings in his capacity as Company Secretary and provides
corporate governance advice if required.

The appointment and removal of the Company Secretary is a matter for the Board as a whole.

Internal Control and Risk Management

The Board has responsibility for the Group’s system of internal control and risk management, which is designed to manage
rather than eliminate the risk of failure to achieve business objectives and can provide only reasonable, and not absolute,
assurance against material misstatement or loss. A formal and ongoing process of identifying, evaluating and managing the
significant risks faced by the Group was in place throughout the period and in place up to the date the Governance Report
was signed and approved for the Annual Report and Accounts 2019.

The Executive Directors and the wider executive management group are responsible for designing, implementing, maintaining
and evaluating the necessary systems of internal controls. Such controls are reviewed on an ongoing basis and formally
reviewed on an annual basis in accordance with the requirements of the Code. This annual review confirmed that the Group'’s
risk management and internal control systems were appropriate and suitable for a Group of this size and complexity.

Internal Audit completes a programme of work each year that provides assurance that the internal controls have been
operated as designed and also proposes improvements where appropriate and necessary. Coupled with this, the formal six
monthly review of the Risk Register provides a further mechanism for considering and reviewing internal controls. All such work
is reported to and monitored by the Audit Committee which recommends approval to the full Board and is discussed in the
Audit Committee Report on pages 72 to 74.

The Audit Committee on behalf of the Board, as part of an ongoing process, formally reviews and continues to keep under
review the effectiveness of the Group's systems of internal control, including financial, operational and compliance controls and
risk management systems. The Audit Committee also formally reviews risk management annually and receives reports from
Executive Management and Internal Audit regarding weaknesses in internal control, any losses arising out of weaknesses in
internal control and progress in implementing revised procedures to improve and enhance internal control. It also identifies the
significant controls upon which reliance will be placed. Any significant control weaknesses would be reported to the full Board
at their next meeting. There have been no reports of weaknesses that have resulted or would have resulted in a material
misstatement or loss in the period, nor in the period up to the date this Annual Report was published.

The key procedures, which operated throughout the period, are as follows:

* Financial Reporting - The Group has a comprehensive system of internal budgeting and forecasting. The Group’s monthly
actual results analysed by operating division are reported to the Board and significant variances to budget are investigated
with revised forecasts prepared as necessary;

« Financial Controls - The Executive Directors have defined appropriate and necessary financial controls and procedures to be
employed by operational management. Key controls over major business risks include reviews against budgets and forecasts,
review against key performance indicators and exception reporting;

+ Quality and Integrity of Personnel - One of the Group's core values is integrity. This is regarded as vital to the maintenance of
the Group’s system of internal financial control. The Directors have put in place an organisation structure appropriate to the
size and complexity of the Group with defined lines of responsibility and delegation of authority where the Board considers it
necessary and appropriate. There is also a Code of Conduct applicable to all employees of the Group as well as specific policies
such as Anti Bribery and Corruption, Slavery and Human Trafficking and Money Laundering;

* Internal Audit - The Group has a dedicated Internal Audit team, which reports to the Corporate Services Director and the Audit
Committee. The latter reviews and approves the annual work plan of the Internal Audit function which tests the effectiveness
of many controls. Any significant weaknesses are reported to management and the Audit Committee on a timely basis. It
coordinates the completion of self-assessment reports by operational management that assists in highlighting areas of control
weakness or exposure. Internal audit reviews are completed on such areas together with selected areas of the head office
function and any area where an Executive Director requests a review.

During 2019 (as in previous years), there were quarterly meetings between the Head of Internal Audit and the Executive
Directors to formally review and discuss Internal Audit's work programme and findings. In addition, regular meetings between
the Head of Internal Audit and the external auditors, Ernst & Young LLP (‘EY’), were held during the year to discuss and plan
audit work and to ensure a complementary approach. The Head of Internal Audit formally reports to the Audit Committee at
every meeting and also held private meetings with the Chairman of the Audit Committee during 2019;

* Procedures - The Group has established and documented processes and procedures covering most parts of its operations,
both client facing and in support departments. These provide clear guidance on the correct or most appropriate course of
action in various circumstances. Procedures are supplemented by training where needs have been identified. Both Internal
Audit and the comprehensive management structure monitor the adherence to such processes and procedures; and
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Directors’ statement on corporate governance continued

* Risk assessment - The Executive Directors and the wider executive management group have responsibility for the identification
and evaluation of significant risks that might arise in their areas of responsibility, together with the design of suitable internal
controls. This was in place throughout the accounting period and at the date of approval of the Annual Report. They also
regularly assess the risks facing the Group. A Risk Register is maintained which is presented to and reviewed by the Audit
Committee twice a year and then formally adopted by the Board of Dignity plc. Risks and any changes to those risks are
discussed at every Board meeting. The principal risks and uncertainties facing the Group, which are documented in the Risk
Register, are discussed on pages 46 to 51 of the Annual Report. These risks have also been formally considered when the
Directors prepared their Viability Statement on page 51 of this Annual Report in accordance with provision C2.2 of the Code.

These procedures are designed to, amongst other things, help to provide assurance regarding the process of preparing
consolidated financial statements and the financial reporting system.

An explanation of how the Group aims to create and preserve value and the strategy for delivering its objectives is included
in the Operating Review on pages 34 to 40.

Relationship with Shareholders
The Group recognises the importance of clear communication with shareholders.

Regular contact with institutional investors, fund managers and analysts is undertaken by the Chief Executive and the Finance
Director to discuss information made public by the Group. The Board receives reports of these meetings and any significant
issues raised are discussed by the Board. Where appropriate or if requested, such meetings could include either or both the
Chairman and the Senior Independent Director. The Chairman, Senior Independent Director and the Non-Executive Directors
are also available to meet separately with shareholders if necessary to discuss any issues that they may have. The Chairman is
also available to discuss governance and strategy matters with the major shareholders. The Company Secretary deals with
queries or enquiries from private shareholders. The Board is interested in the views and concerns of all shareholders whether
private, institutional or corporate.

The AGM provides an opportunity to meet the Board and the Executive Management Team. All shareholders are free to attend
and put questions to any Director and the Chairman of each of the Board Committees at the AGM on 11 June 2020. At least 20
days’ notice will be given ahead of that meeting. Questions asked in person at the AGM will receive a verbal response whenever
possible, otherwise a written response will be provided as soon as practicable after the AGM. Questions raised at any other time
will normally receive a written response. Shareholders attending the AGM will also have the opportunity to meet informally with
all the Directors and the Executive Management Team after the meeting has concluded.

On 14 June 2019, the Company announced that at the Annual General Meeting held on 13 June 2019 more than 20 per cent of
the votes cast on Resolution 15 (“To authorise the Board to make political donations or incur political expenditure”) were against
the resolution.

As stated in the AGM Notice and in common with many companies, it is not the Company's policy to make donations to political
parties, or to make other political donations within the normal meaning of that expression, and the Directors have no intention
of changing that policy. The purpose of Resolution 15 was to avoid the inadvertent infringement of provisions within the
Companies Act 2006.

Following discussions with one of our major shareholders which has a general policy not to support this resolution, we believe
this shareholder now has a better understanding of the purpose behind the resolution.

The Directors consider that this Annual Report and Accounts, taken as a whole, is fair, balanced and understandable and
provides the information necessary for shareholders to assess the Group's performance, business model, risks and strategy. In
order to assess whether the Annual Report and Accounts were fair, balanced and understandable, the Board received an early
draft to enable time for review and comment. The Audit Committee then met to consider the criteria for a fair, balanced and
understandable Annual Report and to review the process underpinning the compilation and assurance of the report, in relation
to financial and non-financial management information. At that meeting they considered the Annual Report and Accounts as a
whole and discussed the tone, balance and language of the document, being mindful of the UK reporting requirements and
consistency between narrative sections and the financial statements. As part of this process the Board considered the Group's
reporting governance framework and the views of the external auditor as reported to the Audit Committee. Pages 1 to 51
provide an assessment of the Group’s affairs.

The Annual Report and Accounts is made available to all shareholders at least 20 working days before the AGM. Registered
shareholders receive a Notice of Meeting and Form of Proxy, the latter document allowing a shareholder to vote in favour,
or against or indicate an abstention on each separate resolution tabled at the AGM. Particulars of aggregate proxies lodged
are also announced to the London Stock Exchange (LSE’) and placed on the Group's investor website,
www.dignityfunerals.co.uk/corporate, as soon as practicable after the conclusion of the AGM.

The Interim Report is no longer published as a paper document but is available on the Group's investor website upon which
users can also access the latest financial and corporate news. All information reported to the market via regulatory information
services also appears as soon as practicable on that website.

The Group is happy to arrange visits to its funeral locations and crematoria, if requested by a shareholder, at a time suitable
to all parties.
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Our approach to diversity
The Board is committed to and takes responsibility for equality and diversity throughout the Dignity Group.

It is the policy of the Company that there shall be no discrimination or less favourable treatment of employees or job applicants in
respect of age, race, religion or belief, gender, sex, sexual orientation, pregnancy, disability or marital status. The Company is fully
committed to ensuring there is no unfair and unlawful discrimination in relation to employees, job applicants, clients, suppliers and
members of the public. It is Company policy to engage, promote and train employees on the basis of their capabilities, qualifications
and experience, without discrimination, and all employees will receive equal opportunity to progress within the Company.

In order to put this policy into practice in the day-to-day management and operations of the Company, we:
+ Monitor decisions on recruitment, selection, training and promotion to ensure they are based solely on objective and job
related criteria;

* Provide training for managers to ensure that they understand the nature of discrimination and are fully aware of their
responsibilities in implementing our Equality and Diversity policy;
* Provide awareness for employees to ensure that they have a greater understanding of equality and diversity in the workplace;

* Provide information and advice on the implications of the relevant legislation and on assistance available to help in the
employment of people with disabilities;

« Ensure that all policies are applied thoroughly and fairly particularly those relating to any complaint involving discrimination
or harassment;

« Communicate this policy to employees, suppliers and third parties, where applicable, through induction, training and
communications; and

* Encourage our suppliers and third parties to adopt policies and working practices, which reflect our own views and values on
equality and diversity and that of our clients.

All employees are also responsible for the promotion and advancement of this policy and the Group supports its implementation
and communication through its Equality and Diversity Programme of Action which covers a number of matters including
induction, learning and development.

For further details on Employee diversity, see pages 54 and 55 of the Corporate and Social Responsibility report.

Substantial shareholdings
The Group has been formally notified (In accordance with Chapter 5 of the Disclosure and Transparency Rules) of the following
interests of three per cent or more in the issued share capital of the Company:

As at 6 March 2020 As at 27 December 2019

Number of Percentage Number of Percentage

Ordinary of issued Ordinary of issued

Holder Shares share capital Shares share capital
Phoenix Asset Management Limited 13,357,471 26.71 13,357,471 26.71
John Stewart Jakes 3,669,612 7.34 3,669,612 7.34
Klarus Capital Limited 2,606,669 5.21 2,606,669 5.21
Artemis Investment Management LLP 2,505,451 5.01 2,505,451 5.01
Harris Associates L.P. 2,483,419 497 2,483,419 497
Prudential plc group of companies 2,469,210 494 2,469,210 494
Pictet Asset Management Limited 2,394,069 4.79 2,394,069 4.79
Standard Life Aberdeen plc 2,335,990 4.67 2,335,990 4.67
Granular Capital Limited 1,549,139 3.10 - -

It should be noted that these holdings may have changed since the Company was notified.

By order of the Board

Tim George
Company Secretary

11 March 2020

65 - 10 Joday 218a3ens

)
3
=
=}
Y
3
[a]
[0}
(o))
o
I

O
»

991 - G6 SIUaWeL)S [eldURUL



72 | Dignity plc Annual Report & Accounts 2019

Audit Committee report

The Audit Committee continues to monitor
the integrity of financial statements, the
effectiveness of risk management and internal
controls and the implementation of new
accounting standards.

Dear Shareholder,
On behalf of the Board, | am pleased to present my fifth report
as the Chairman of the Audit Committee.

Membership and Process

The following Directors served on the Audit Committee (the
‘Committee’) during 2019: myself as Chairman, Jane Ashcroft
and Mary McNamara. All of us are independent Non-Executive
Directors and, other than Mary who stood down as a Non-
Executive Director on 27 December 2019, served through

to the date of this report.

I was interim Chairman of the Company from the retirement of
Peter Hindley on 12 June 2019 until Clive Whiley was appointed
Chairman on 26 September 2019. This interim position did not
compromise my independence as defined in the April 2016

UK Corporate Governance Code.

The Board is satisfied that, as Chairman of the Committee,

I have recent and relevant financial experience together with
competence in accounting and auditing that can be appropriately
and successfully applied at Dignity. In addition, the Committee is
satisfied that it has a broad range of experience across a number
of sectors that are relevant to Dignity. The Company Secretary
acts as Secretary to the Committee. | report the Committee's
deliberations at the next Board meeting and the minutes of

each meeting are made available to all members of the Board.

Dean Moore was appointed to the Board and this Committee
on 11 March 2020.

Dean is a chartered accountant with extensive public company
experience and is currently an independent non-executive
director and Chairman of the Audit Committee at Cineworld plc
and Audit Committee Chairman and Senior Independent
Director of Volex plc.

Dean will become Chairman of the Audit Committee in
succession to me following the AGM on 11 June 2020.

The Committee met three times during 2019; in March prior

to the release of the Preliminary Announcement for 2018; prior
to the release of the Interim Announcement for 2019 in August;
and again in December 2019 immediately prior to the end of
the financial period. The Committee also met in March 2020
prior to the release of the Preliminary Announcement for 2019.
The attendance records of the members are shown on page 68.
All Committee members were present at all meetings. The
external auditors, EY, the Chairman, the Chief Executive, the
Finance Director, the Corporate Services Director, the Head

of Internal Audit and the Financial Controller have all attended
meetings by invitation.

The Committee holds a private session with the Lead Partner
from our external auditors, EY, without management present
at least once a year. In addition, as Chairman of the Audit
Committee, | had a discussion with the Lead Partner on four
occasions plus additional interactions in the year which provide
the opportunity for open communication and the free flow of
any concerns relating both to the openness, transparency and
general engagement of management with the audit process

as well as to understand EY's assessment of key judgements

as they arise.

Since
2015

Member Experience

David Blackwood Previously CFO of Synthomer plc,
Chartered Accountant and Fellow
of the Association of Corporate

Treasurers.

Jane Ashcroft 2012 Currently CEO of Anchor Hanover,
Fellow of the Institute of Chartered
Secretaries and Administrators
and Member of the Chartered
Institute of Personnel and

Development.

Mary McNamara 2017
(retired 27 December

2019)

Previously CEO of the Commercial
Division of Close Brothers Bank,
and held a number of leadership
roles within GE.

Dean Moore 2020  Currently Chairman of the Audit
Committees at Cineworld plc and

Volex plc.

Key Responsibilities
The Committee works with the Board to fulfil its oversight
responsibilities. Its primary functions are to:

+ Monitor the integrity of the financial statements and other
information provided to shareholders to ensure they represent
a clear and accurate assessment of the Group's position,
performance, strategy and prospects;

+ Consider the financial statements and recommend to the
Board as to whether the Annual Report and Accounts, taken
as a whole, are fair, balanced, understandable and provide
information necessary for shareholders to assess the
performance, business model and strategy of the Group,
recognising the changes to the strategy of the business;

* Review significant financial reporting issues and judgements
contained in the financial statements;

* Review the systems of accounting, internal control and risk
management;

+ Monitor and review the significant risks identified by the Group
as well as the management and mitigation of those risks;

+ Oversee and maintain an appropriate relationship with the
Group's external auditors and review the effectiveness,
independence and objectivity of the external audit process;

+ Monitor and review the effectiveness of the Internal Audit
function; approve the internal audit plan and review all internal
audit reports; review and monitor management's responses
to the findings and recommendations of the Internal Audit
function; maintain an effective relationship with the Head
of Internal Audit; and

* Monitor and review the arrangements by which employees can,
in confidence, raise concerns about any possible improprieties
in financial and other matters (such as compliance with the
Bribery Act).

The terms of reference of the Committee are available on
the Group's corporate website at
www.dignityfunerals.co.uk/corporate.
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Activities in the period
The key activities of the Committee during the period were:

+ A comprehensive review of the 2018 and 2019 Annual Report
and Accounts and the 2019 Interim Report. This review was to
ensure that the Committee was completely satisfied that the
information was fair, balanced and understandable. As part of
this review the Committee received reports from the external
auditors on their audit of that Annual Report and Accounts and
their review of the interim results. The Committee also reviewed
the Preliminary and Interim Announcements to be made to the
London Stock Exchange;

At all meetings, the review of Internal Audit progress against the
Internal Audit plan for the period, the results of principal audits
and other significant findings, adequacy of management's
responses and the timeliness of the resolution of actions
arising;

Review and agreement of the 2020 Internal Audit Plan and
budget;

A six monthly review of the Group’s Principal Risks and
recommendation of formal adoption by the Board. This is part
of a formal ongoing process of identifying, evaluating and
managing the significant risks faced by the Group. A review

of the Risk Register was also completed in March 2020. The
principal risks facing the Group are considered on pages 46

to 51 of this Annual Report;

Completion of a comprehensive review of Dignity's risk control
framework and its linkage to the Risk Register and Viability
Statement included in the Strategic Report on page 51;

The formal review of the going concern assumptions adopted
in the preparation of the 2018 and 2019 financial statements;

In advance of the financial period end, the review with the
external auditors, EY, of the annual external audit plan, which
addressed the planned audit approach to key audit matters;

Consideration of the external auditor’s views on key judgement
areas and audit findings relating to key accounting matters at
the conclusion of the audit;

A review of IFRS 10 ‘Consolidated Financial Statements’ and
pre-need trust accounting in response to the Financial
Reporting Council's question as to whether the Trusts should
be consolidated in the Group's accounts;

An assessment of the effectiveness of the external auditors; and

We reviewed the Financial and Reporting Council letter for
Audit Committee Chairs and Finance Directors to consider the
applicability of the matters raised for the Group's financial
statements.

Areas that have been discussed and considered by the Committee
in relation to the 2019 Annual Report and Accounts are:

« Impairment - we considered the results of the impairment
tests performed, ensuring that the assessment made and
conclusions reached were consistent with the analysis and
reflected the changes in the funeral and crematoria industries
which include increased consumer price awareness and
competition, digitalisation and the uncertainty surrounding the
conclusions that will be drawn by the CMA industry review;

* Pre-arranged funeral plans trusts - the Committee agreed it
was appropriate for the Group to revise its overall conclusions
on control of the two main trusts as discussed in note 1 to the
accounts. Accordingly the Committee concluded that the
change in accounting policy to consolidate these trusts was
appropriate and concluded the accounting in accordance with
IFRS 10 was fairly stated and that appropriate disclosures had
been made;

* Revenue - the Committee considered and approved the
accounting policy changes necessary to comply with the new
standard, IFRS 15 ‘Revenue from Contracts with Customers’;

* Pensions - the Committee examined the assumptions used in
the actuarial valuation for the defined benefit pension scheme
considering the consistency of approach with the prior year and
compliance with the requirements of IAS 19 and concluded
they were appropriate;

* Risk - the Committee performed a comprehensive review of the
principal risks and uncertainties disclosed in the 2019 Annual
Report based on the changing and competitive environment
in which the Group operates;

* Viability - the Committee performed an assessment and
ratification of the Viability Statement, including giving due
consideration to severe but plausible downside risks; and

* Leases - the Committee considered the disclosure provided
in respect of the impact of IFRS 16 ‘Lease Accounting will have
in future accounting policies and concluded it was appropriate.
See note 1 to the financial statements for further details.

External audit

The Audit Committee is responsible for the development,
implementation and monitoring of the Group's policy on external
audit. This policy assigns responsibility for monitoring objectivity,
independence and compliance with ethical and regulatory
requirements to the Audit Committee with day-to-day
responsibility assigned to the Finance Director, Steve Whittern.
The Committee also retains responsibility for the appointment
and removal of the current external auditors, who are currently EY.

The Audit Committee, on an annual basis, formally considers the
performance and independence of the external auditors. The
formal annual review was completed in the first quarter of 2020.
This review took the form of a detailed questionnaire that was
sent to all Committee members and attendees at the Committee
meetings. The respondents were asked to grade all aspects

of the service provided. The Committee was, based on that
review which indicated a strong level of confidence in the
external auditors, fully satisfied with EY's performance in 2019
and a resolution to re-appoint them as external auditors will

be tabled at the AGM on 11 June 2020.

The Committee confirms that during the year the Group has
complied with the provisions of the Statutory Audit Services
for Large Companies Market Investigation (Mandatory Use
of Competitive Tender Processes and Audit Committee
Responsibilities) Order 2014, as published by the UK
Competition and Markets Authority.
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Audit Committee report continued

Policy on non-audit fees

The Group has a rigorous and comprehensive policy on the use
of the external auditors for non-audit work. The policy states that
non-audit fees are limited to no more than 50 per cent of the
annual audit fee unless there are exceptional circumstances,
which are defined as:

* The work necessitates the use of the auditor for regulatory
reasons; and

* Their use represents a material time/cost benefit to the Group
in conducting a transaction.

The policy also precludes the use of the external auditors

for certain types of work. All such work is fully analysed in the
Annual Report between tax compliance and advisory, non-
statutory acquisition related services and statutory services.
Audit Committee approval is required prior to the work being
commenced and further disclosure of the works and the reasons
for it being performed by the external auditors will be disclosed
in the following Annual Report. The Audit Committee does not
envisage that non-audit fees payable to the external auditors will
exceed 50 per cent other than in exceptional circumstances.

In the period, EY undertook no non-audit work on behalf of the
Group except for their review of the Interim Report for 2019,
completion of turnover certificates, a financial covenants
compliance certificate and certifications required as part of the
Group's membership renewal of the Funeral Planning Authority.
Total fees of £65,000 were charged for the non-audit services
compared to £640,000 for audit services.

The Committee is confident that the objectivity and
independence of the external auditors is not compromised
by reason of non-audit work, not least because such work will
generally be undertaken by other professional firms. A formal
statement of independence from EY has been received in
respect of 2019.

Audit partner rotation

Consistent with the requirements of the Financial Reporting
Council's Ethical Standard, EY audit partners serve for a maximum
of five years on listed clients. Adrian Roberts is Dignity's audit
partner having been appointed to the role in 2019.

The Audit Committee considers that the relationship with the
auditors is working well and is satisfied with their effectiveness
and there are no current plans to put the external audit out to
tender although the Committee remains mindful of the UK
Competition and Markets Authority’s requirement regarding
tendering.

The Audit Committee has also kept under review the
independence of EY and has been satisfied at all times that
any threats arising to their independence have been subject
to appropriate safeguards.

Internal Audit

The Group has a dedicated Internal Audit team, which reports
to the Corporate Services Director and the Audit Committee.
The Head of Internal Audit coordinates a risk-assessed
programme of work across all departments and operations
of the Company with the aim of ensuring full coverage over

a three-year cycle. Where appropriate, Internal Audit utilise
support from professional services firms to provide subject
matter expertise on specialist areas.

During 2019 (as in previous years), there were quarterly meetings
between the Head of Internal Audit and the Executive Directors
formally to review and discuss Internal Audit's work programme
and findings. In addition, regular meetings between Internal
Audit and the external auditors, EY, were held during the year to
discuss and plan audit work and to ensure a complementary
approach. The Head of Internal Audit provides reports to the
Audit Committee at every full meeting and met on a one to one
basis with me, as the Chairman of the Audit Committee, on three
occasions in the period. In addition, a private meeting is held
annually between the Audit Committee members and the Head
of Internal Audit, without any Executive Directors present. This
process allows the Committee to have appropriate discussion
and debate with the Head of Internal Audit as well as to monitor
the effectiveness of the Internal Audit function, including
comprehensive review of all reports and their conclusions.

Whistleblowing

A formal policy and procedure exists by which employees of
the Group may, in confidence, raise concerns about possible
improprieties in financial reporting or other matters. This
ensures arrangements are in place for the proportionate and
independent investigation of such matters and appropriate
follow-up action. A whistleblowing report is formally reviewed
on an annual basis by the Committee or more frequently
should the need arise.

Annual Evaluation

During the period, the Board completed performance
evaluations of itself and its Committees. The results of this
are discussed on page 68. Specific matters reviewed by the
Committee were:

* Time management and composition;

+ Committee processes and support;

* The relationship with the Finance Director, External Audit
Partner and the Head of Internal Audit;

* The effectiveness of the Committee in reviewing the Group's
financial reporting, the system of internal controls and
monitoring the management of risk; and

* Priorities for change.
Issues arising from the evaluation are reviewed and addressed.

This Audit Committee report was reviewed and approved by the
Board on 11 March 2020.

David Blackwood
Chairman of the Audit Committee

11 March 2020
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Nomination Committee report

The Committee has overseen the appointment
of both a new Chairman and Non-Executive
Director. The Committee ensures we have the
right blend of skills and experience on the
Board to deliver our strategy.

Dear Shareholder,

On behalf of the Board, it is my pleasure to present the 2019
Nomination Committee report, my first as both Chairman of the
Company and the Nomination Committee.

During 2019, the membership of the Nomination Committee
(the ‘Committee’) comprised Jane Ashcroft, David Blackwood,
Mary McNamara and Peter Hindley as Chairman until he stood
down from the Board on 13 June 2019. James Wilson became
a member of the Committee on his appointment to the Board
on 1 May 2019.

I was appointed to the Board as Chairman on 26 September
2019 and also became Chairman on the Nomination Committee
at this time.

Mary McNamara retired from the Board on 27 December 2019
due to a substantial increase in commitments with her other
directorships.

David Blackwood is currently Acting Chairman of the
Remuneration Committee.

Dean Moore was appointed to the Board and this Committee
on 11 March 2020.

All members, apart from James Wilson, are independent
Non-Executive Directors. The Chief Executive attends Committee
meetings by invitation. The Company Secretary is Secretary to
the Committee.

Currently the Committee is looking to appoint an independent
Non-Executive Director who will chair the Remuneration
Committee.

The authorities delegated to the Committee by the Board
comprise, among other matters:

* The review of the structure, size, and composition of the Board;

* The evaluation of the balance of skills, knowledge,
independence, diversity and experience of the Board including
the impact of new appointments;

+ Overseeing and recommending the recruitment of new
directors;

+ Ensuring appointments are made against objective criteria; and

* Succession planning to ensure processes and plans are in place
with regard to both Board and senior appointments; Keeping
under review the leadership needs of the Group; and ensuring
that the Non-Executive Directors can meet the time
requirements of the role.

The principal duties of the Committee in 2019 were overseeing
the appointment of a successor to Peter Hindley, the former
Chairman, and the appointment of James Wilson who is a
partner at Phoenix Asset Management Limited which currently
manages 26.7 per cent of the Company’s shares. The Committee
also continued the monitoring and oversight of succession
planning processes. The Committee received at both meetings
in 2019 updates on ongoing succession planning and talent
mapping at various levels within the Group, identifying
individuals and any development requirements necessary

to ensure effective succession.

The Committee is committed to embedding inclusion and
diversity at Board and executive level and throughout the Group.
The Company provides a balanced, supportive and flexible
culture and environment with working practices to accommodate
peoples’ needs. In so doing, it aims to continue to attract and
retain the best candidates and ensure the development of all
Group employees.

Succession planning, development and leadership requirements
will continue to be reviewed in 2020.

The members of the Committee’s attendance record is set out
on page 68. The Committee’s proceedings are reported at the
next Board meeting and the Committee’s minutes are made
available to all members of the Board.

All the Non-Executive Directors are appointed for two year terms
which may then be renewed up to maximum of nine years
service in accordance with the independence guidelines in the
2016 UK Corporate Governance Code.

Tenure Length of tenure at 27 December 2019 (years)

Name 1 2 3 4 5 6 7 8

David Blackwood
Jane Ashcroft

Mary McNamara
(retired 27
December 2019)

James Wilson
Clive Whiley

At 27 December 2019, James Wilson had been on the Board for
eight months and Clive Whiley three months.

The terms of reference of the Committee are available on the
Group's corporate website at
www.dignityfunerals.co.uk/corporate.
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Nomination Committee report continued

The Committee and the Board continue to support the objectives
of Lord Davies' Report ‘Women on Boards'. Following Mary
McNamara's retirement from the Board, Jane Ashcroft is
currently the only woman on a Board of eight Directors (12.5 per
cent). While the Committee will continue to pursue a policy of
ensuring that the best people are appointed for the relevant
roles, the benefits of greater diversity are recognised and will
continue to be taken into account when considering a particular
appointment.

I am also pleased to confirm that the Group will continue to
publish the details on corporate diversity as per Lord Davies'
Report and report on our compliance and appointment process
in this Annual Report.

During the period, the Board completed performance
evaluations of itself and its Committees. The results of this

are discussed on page 68. Specific matters reviewed by the
Committee were:

+ Time management and composition;

« Committee processes and support;

+ Performance in reviewing the composition of the Board;

* The process by which Board appointments are made; and

* Priorities for change.

Issues arising from the evaluation are reviewed and addressed.
Finally, all Directors offer themselves for election or re-election at
the AGM on 11 June 2020 and | will be available at the AGM to
answer questions on the work of the Committee.

This Nomination Committee report was reviewed and approved
by the Board on 11 March 2020.

Clive Whiley
Chairman of the Nomination Committee

11 March 2020
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Report on Directors’ remuneration

for the 52 week period ended 27 December 2019

The Remuneration Committee has continued to monitor
and review developments in corporate governance and
focused robustly on the implementation of the 2019-2021
remuneration policy to ensure that it is aligned to the
business strategy, purpose and values and that management
is incentivised to deliver to stakeholders.

Dear Shareholder,

On behalf of the Board, | am pleased to present this Directors'
Remuneration Report for the period ended 27 December 2019.
I am writing this report in my capacity as Acting Chairman

of the Remuneration Committee following Mary McNamara
retiring from the Board on 27 December. | am grateful to

Mary for her effective leadership of the Committee through

a challenging period for the business and her smooth
handover to me.

The recruitment of a new independent Non-Executive
Director to chair the Remuneration Committee is currently
being undertaken.

Last year, following a detailed review of our remuneration
policy and investor consultation, we received AGM approval
with 92.6 per cent of shareholders voting in favour of the
policy. We are grateful to our major investors for their
feedback during the consultation process for the new policy
and for all shareholders giving their support. We have reviewed
the policy and the Committee is comfortable that this still
supports the long-term business strategy and so we are
proposing no changes to the policy for FY2020.

Performance in 2019 and annual bonus and 2017-19

LTIP outcome

The 2019 annual bonus was measured 70 per cent against
stretching underlying operating profit targets, our key
short-term financial performance indicator. Underlying
operating profit in 2019 was £63.3 million, which was below
the minimum threshold for any bonus payment and so no
bonus was payable under this element. The remaining 30 per
cent of the bonus was based on the achievement of three key
strategic initiatives, being the delivery of the annual objectives
under the Transformation Plan, Customer Service and Funeral
Market Share. For the 10 per cent element based on the
Transformation Plan, 57 of the 59 deliverables were completed
and a further 13 additional deliverables were achieved
resulting in a bonus of 8 per cent. For the 10 per cent element
based on Funeral Market Share, the threshold target 11.94 per
cent was not met so no bonus was payable in respect of this
objective. For the 10 per cent element based on Customer
Recommendation, at 90.88 per cent the maximum target was
exceeded by 0.81 per cent resulting in a bonus of 10 per cent.
The Committee is comfortable that the progress against these
strategic KPIs will generate sustainable shareholder value

and on this basis is comfortable that 18 per cent out of the
maximum 30 per cent available for this part of the bonus
should be payable. The total bonus payable therefore was

18 per cent of maximum.

The LTIP award granted in 2017 was subject to performance
against two equally weighted measures, relative total
shareholder return (‘TSR’) compared to the FTSE 350 and
earnings per share growth (‘EPS). Following the three year
performance period ending 27 December 2019 Dignity's TSR
performance and our underlying EPS of 60.6 pence were both
below the minimum performance threshold. As a result, the
LTIP award lapsed with no shares vesting.

The Committee considers that there has been an appropriate
link between reward and performance and that there has been
no need to use discretion to change the formula driven
outcome from the 2019 incentive plans.

How we will apply the new policy in 2020

No base salary increases have been awarded to the Executive
Directors for the third year running. The average increase to
the wider workforce was broadly two per cent.

The maximum annual bonus will remain at 135 per cent of
base salary for the Chief Executive and 125 per cent for the
other Executive Directors. 70 per cent of the bonus will be
based on stretching underlying operating profit targets and
30 per cent on three well-defined strategic objectives which
underpin our strategy as set out on page 86.

In relation to the FY20 LTIP award the Committee has
considered carefully the grant level and the performance
metrics that should apply and recognises that it remains
very difficult to set accurate long-term financial performance
conditions until the findings of the CMA report are published.
Accordingly, the Committee has decided that the FY20 LTIP
awards should be delayed until after the CMA interim report
is published, which we anticipate will be around April or

May 2020. There will be full disclosure of the grant level

and the performance conditions contained in the RNS
announcement for the award and again in next year's
Directors’ Remuneration Report.

New Company Chairman
On 26 September 2019, Clive Whiley was appointed as
Company Chairman on an annual fee of £175,000.

James Wilson who was appointed to the Board on 1 May 2019
has elected not to receive a Non-Executive Director’s fee.

Dean Moore was appointed a Non-Executive Director on
11 March 2020 and will serve on this Committee. Dean will
receive a fee of £46,850 per annum which will increase by
£9,350 per annum when he becomes Chairman of the
Audit Committee.

Concluding remarks

On behalf of the Remuneration Committee, | would like

to thank shareholders for their ongoing support and | look
forward to this continuing at the forthcoming Annual
General Meeting.

David Blackwood
Acting Chairman of the Remuneration Committee

11 March 2020
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Report on Directors’ remuneration continued

for the 52 week period ended 27 December 2019

REMUNERATION POLICY REPORT

This section of the Directors' Remuneration Report has been prepared in accordance with The Large and Medium-sized
Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013 and sets out the remuneration policy which
shareholders approved at the AGM on 13 June 2019. The policy took formal effect from the date of approval and is intended
to apply until the 2022 AGM.

Overview of Remuneration Policy

The objective of the remuneration policy is to provide remuneration packages to each Executive Director that will:
+ Align rewards with the interests of shareholders;

+ Motivate and encourage superior performance;

* Allow the Group to retain the talent needed to execute its business strategy;

* Enable the Group to be competitive when recruiting appropriately skilled and experienced management; and

« Ensure that the overall package for each Director is linked to strategic objectives of the Group.

The table on pages 79 and 80 summarises the main components of Dignity's remuneration policy. Details of how the Committee
will implement the policy are provided in the Annual Report on Remuneration on page 83.
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Purpose and link
to strategy

Base salary

Benefits

Pension

Annual
bonus

Essential to recruit and
retain executives of
a high calibre.

Reflects an individual's
experience, role and
performance.

To provide a fair

fixed level of pay
commensurate for the
role, ensuring no over
reliance on variable pay.

To provide competitive
benefits to help recruit
and retain executives

and to ensure the well-
being of the executives.

To provide retirement
benefits in line with the
overall Company policy.

To motivate executives
and incentivise the
achievement of annual
financial and/or
strategic business
targets. To ensure
further al‘ijgnment with
shareholders through
the retention of
deferred equity.

peration Maximum opportunity Framework used to
assess performance

Salaries are paid monthly. They are normally reviewed annually
and fixed for 12 months commencing 1 January.

In deciding appropriate levels, the Committee takes into account:

« the role, experience, responsibility and performance
(individual and Group);

« increases applied to the broader workforce; and

» relevant market information for similar roles in broadly
similar companies of a similar size.

Benefits include but are not limited to provision of a company car
(or cash allowance in lieu), fuel, landline telephone and broadband
at each Executive Director's home residence, mobile phone, family
private medical cover and a pre-arranged funeral plan for the
individual or spouse.

Relocation or other related expenses may be offered, as required.

Executive Directors are also eligible to participate in the all-
employee HMRC approved share schemes on the same basis as
other employees.

Any business expenses incurred in carryin% out an executive’s
duties which are deemed to be taxable will be reimbursed by
the Company together with any personal tax due.

The Company operates a defined benefit plan, the Dignity
Pension and Assurance Scheme, under which selected executives
may at;:crue benefit. The defined benefit plan is closed to new
members.

The Company may contribute to selected individuals' personal
pension schemes or is able to make salary supplements in lieu
of pension contributions.

20 per cent of any annual bonus earned will be deferred in shares,
with the remainder being payable in cash.

Deferred shares vest after two years subject to continued
employment but no further performance targets. The vesting
period continues post cessation of employment.

Adividend equivalent provision allows the Committee to pay an
additional amount equal to the value of the dividends that would
have been payable on the vested deferred shares over the vesting
period (normally in shares but may be in cash in exceptional
circumstances). This may assume the reinvestment of dividends
on a cumulative basis.

Bonus payments, including deferred bonus awards, are subject
to recovery and withholding provisions as set out in note 1.

There is no prescribed maximum.  The Committee reviews

Generally, the Committee is
guided by average increases
across the workforce. However,

higher increases may be awarded

on occasion, for example, where
an individual is promoted or
has been recruited on a below
market rate, where there have
been changes to individual
responsibilities or in the size

or complexity of the business

or where salaries have fallen
significantly below mid-market
levels.

There is no prescribed maximum
as costs may vary in accordance
with market conditions.

Relocation expenses must be
reasonable and necessary.
HMRC tax-approved limits will
apply to all employee share
schemes.

The accrual rate under the

defined benefit scheme was one

eightieth of final salary for every
completed year of service.

The Company contribution to
defined contribution plans or
salary supplement in lieu of
pension may be made up to the
value of 15 per cent of salary.

The Committee will provide

a pension provision for new
Executive Directors'in line with
that of the workforce.

135 per cent of salary for the
Chief Executive and 125 per cent
of salary for the other Directors.

the salaries of Executive
Directors each tyear taking
due account of all the factors
described in how the salary
policy operates.

Not applicable.

Not applicable.

Performance metrics are
selected annually based on

the Group's strategic objectives.
The bonus may be based

on the achievement of an
appropriate mix of challengin;
financial, strategic or persona
targets with financial measures
accounting for the majority of
the bonus. Measures and
weightings may change each
year to reflect any year-on-year
changes to business priorities.

« For financial metrics, a

range of targets may be set
by the Committee, taking into
account the business outlook
for the year. For financial
metrics up to 20 per cent

of the maximum potential
bonus is payable for threshold
performance and up to

60 per cent of maximum

otential bonus is payable
or target performance.

« In relation to strategic targets
the structure of the target will
vary based on the nature of
the'target set and it will not
always be practicable to set

tar%ets using a graduated

scale. Vesting may therefore
take place in full if specific
criteria are met in full.

The Committee may ad{ust
the bonus that is payable

if it considers the formulaic
outcome is not representative
of the underlying performance
of the Company, investor
experience or employee
reward outcome.

See note 2.
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Report on Directors’ remuneration continued

for the 52 week period ended 27 December 2019

Purpose and link Operation Maximum opportunity Framework used to
to strategy assess performance

Incentivises selected
employees and
Executive Directors to
achieve successful
execution of business
strategy over the
longer-term.

Provides long-term
retention.

Aligns the interests

of the Executives and
shareholders through
the requirement to
build up a substantial
shareholding.

Long-Term
Incentive
Plan

Non-Executive To attract and retain a

Chairman and high-quality Chairman
and experienced Non-

Directors’ fees Executive Directors.

Share To align the interests

ownership of management and

f shareholders and

requirement promote a long-term
approach to
performance.

Notes

Awards are normally granted annually in the form
of nil cost options or conditional share awards.

Participation and individual award levels will be
reviewed annually (subject to the individual limit) taking
into account matters such as market practice, overall
remuneration, the performance of the Group and the
Executive being granted the award.

Awards normally vest after three years subject to the
achievement of stretching performance conditions
and continued employment.

FoIIowin%vesting, the net of tax vested shares must be
retained for two years. The post vesting holding period
continues post cessation of employment.

Awards are subject to recovery and withholding
provisions as set out in note 1.

Adividend eguivalent provision allows the Committee
to pay an additional amount equal to the value of the
dividends that would have been payable on the vested
shares over the vesting period (normally in shares

but may be in cash in exceptional circumstances)

and may assume the reinvestment of dividends on

a cumulative basis.

The Board determines the fees of the Non-Executive
Directors. They are based upon recommendations from
the Chairman and Chief Executive (or, in the case of
the Chairman, based on recommendations from the
Remuneration Committee and the Chief Executive).

Both the Chairman and the Non-Executive Directors
are paid annual fees and do not participate in an
incentive plans or receive pension or other benefits.
James Wilson has elected not to receive a fee.

The Chairman receives a single fee covering all his
duties. The Non-Executive Directors receive a basic
fee and additional fees payable for chairing the Audit
and Remuneration Committees and for performing
the Senior Independent Director role. Supplemental
fees may be paid for additional responsibilities and
activities and additional fees for chairing new board
committees or for other additional roles requiring
additional time commitment.

The Chairman and Non-Executive Directors shall be
entitled to have reimbursed all expenses that they
reasonably incur in the performance of their duties,
including those expenses that have been deemed
to be taxable benefits by HMRC. This includes any
personal tax that may become due.

The level of fees of the Non-Executive Directors
reflects the time commitment and responsibili

of their respective roles. Their fees are reviewe
from time to time against broadly similar UK listed
companies and companies of a similar size.

In exceptional circumstances, additional fees may
be payable to reflect a substantial increase in time
commitment of the Non-Executive Chairman

and Directors.

Executive Directors are required to build and maintain
a holding of shares to the value of at least 200 per cent
of base salary. We will value shareholdings using the
value of beneficially owned shares plus the net of

tax value of deferred bonus shares and vested but
unexercised LTIP awards. The calculation of the
shareholding level will be based on the average

price for the last month of the financial year and

the salary at the end of the financial year.

Until the guideline is met, the executive is required
to retain 50 per cent of shares acquired under the
Company’s share plans (after allowing for tax and

national insurance liabilities).

In addition, a shareholding requirement of 50 per cent
of the 200 per cent of salary in-service requirement
(i.e. 100 per cent of salary) is required to be held for
one-year post cessation of employment applying

to share awards granted from 2019.

150 per cent of salary. Awards under the LTIP vest subject to the
satisfaction of challenging performance targets

set at the time of award.

25 per cent of the award vests for threshold
performance.

Performance ﬁeriods will normally start from the
beginning of the financial year in which the award
is made.

The Committee may scale back the LTIP vesting
amount if it considers the formulaic outcome is
not representative of the underlying performance
of the Company, investor experience or employee
reward outcome.

See note 2 for additional detail.

Neither the Non-Executive Chairman nor the
Non-Executive Directors are eligible for any
performance related remuneration.

There is no prescribed
maximum, however,
ny increase to fees
will be considered in
light of the expected

time commitment

in Iperforming the
role, scope and
responsibility,
increases received by
the wider workforce
and market rates in
comparable
companies.

Not applicable. Not applicable.

1. Recovery and withholding provisions apply to variable pay, to enable the Company to recover amounts paid under the annual bonus, deferred annual bonus share plan and LTIP in the event of a
restatement of the accounts, an error in calculation leading to an over-payment, corporate failure or failure in risk management or if the participant has been guilty of gross misconduct or has brought the
Company or any member of the Group into disrepute. Payments may be recovered for up to two years after payment/vesting or two external audit cycles. The amount to be recovered would generally be
the excess payment over the amount which would otherwise be paid, and recovery may be satisfied in a variety of ways, including through the reduction of outstanding deferred annual bonus awards,
reduction of the next bonus or LTIP vesting and seeking a cash repayment.

2. The Committee assesses annually at the beginning of the relevant performance period which performance measures, or combination and weighting of performance measures, are most appropriate
for both annual bonus and any LTIP awarded to reflect the Company's strategic initiatives for the performance period. The Committee has the discretion to change the performance measures for awards
granted in future years based upon the strategic plans of the Company. In determining the target range for any financial measures that may apply, the Committee ensures they are challenging by taking
into account current and anticipated trading conditions, budget, the long-term business plan and external expectations.

3. The Committee considers the general basic salary increase for the broader employee population when determining the annual salary review for the Executive Directors. The performance measures and
targets for annual bonus and LTIP awards for Executive and Senior Managers are aligned to those of the Executive Directors to ensure that everyone is focusing and working together on the same critical
measures of performance. All permanent employees are invited to participate in the SAYE scheme which provides a mechanism for everyone to share in the overall success of the Group through sustained
longer-term share price growth. Overall, the remuneration policy for the Executive Directors and more senior management is more heavily weighted towards variable pay than for other employees. This
ensures that there is a clear link between the performance and value created for shareholders and the remuneration received by those individuals who are considered to have the greatest potential to

influence Group performance and value creation.
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Bonus Plan and LTIP discretions

The Committee will operate the annual bonus plan and LTIP according to their respective rules and in accordance with the Listing
Rules and HMRC rules where relevant. A copy of the LTIP rules is available on request from the Company Secretary. The Committee,
consistent with market practice, retains discretion over a number of areas relating to the operation and administration of these plans.
These include (but are not limited to) the following (albeit with the level of award restricted as set out in the policy table on page 80):

* Who participates in the plans;

* The timing of grant of award and/or payment;

* The size of an award and/or a payment;

* Discretion relating to the measurement of performance in the event of a change of control or reconstruction;

+ Determination of a good leaver (in addition to any specified categories) for incentive plan purposes based on the rules of each plan
and the appropriate treatment chosen;

+ Adjustments required in certain circumstances (e.g. rights issues, corporate restructuring, on a change of control and special
dividends); and

* The ability to adjust existing performance conditions for exceptional events so that they can still fulfil their original purpose whilst
being no less stretching.

Legacy arrangements
Any commitments entered into with current or former Directors that have been disclosed previously to shareholders will be honoured.

Remuneration scenarios for Executive Directors

The Company's policy results in a significant proportion of remuneration received by Executive Directors being dependent on
Company performance. The graph below illustrates how the total pay opportunities for the Executive Directors for 2020 vary under
three performance scenarios: minimum, target and maximum. For the purpose of these scenarios this assumes that the LTIP award
level remains at the same level as FY19. However, as noted elsewhere in this report the grant level and performance conditions for
FY20 have not yet been determined.

Remuneration (£000s)

£2,500
Fixed Pay
£2,066 = f;;ual Bonus
£2,000 ) )
£1810 LTIP with 50% Share Price Growth
28%
£1,500
£1,209 £1,253
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[ [} [
m m M
Chief Executive Officer Corporate Services Director
Notes

« Below target comprises fixed pay, which comprises 2020 basic salary, the value of benefits in 2019 and a 15 per cent of salary, company pension contribution.

« Target comprises fixed pay and assumes a bonus of 50 per cent of maximum is paid and 50 per cent of the LTIP award vests.

+ Maximum comprises fixed pay and assumes full bonus payment of 135 per cent of salary for the Chief Executive and 125 per cent for other Executive Directors and full LTIP vesting of 100
per cent of salary for all Executive Directors. A 50 per cent increase in the value of the LTIP is also to show the impact of the share price growth. The 50 per cent increase is calculated using the
maximum expected LTIP value.

Recruitment and Promotion policy
The remuneration package for a new Director will be established in accordance with the Company's approved policy subject to such
maodifications as are set out below.

Salary levels for Executive Directors will be set in accordance with the Company's remuneration policy, taking into account the
experience and calibre of the individual and their existing remuneration package. Where it is appropriate to offer a lower salary
initially, a series of increases to the desired salary positioning may be made over subsequent years subject to individual performance
and development in the role. Benefits will generally be provided in line with the approved policy, with relocation or other expenses
provided for if necessary. For any new appointments, the pension contribution will be in line with that applying to the majority of

the workforce.
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The structure of variable pay elements will be in accordance with the Company's approved policy detailed above. The maximum
variable pay opportunity will be as set out in the remuneration policy table. Different performance measures may be set initially for
the annual bonus in the year of joining, taking into account the responsibilities of the individual, and the point in the financial year
that he or she joined the Board.

In the case of external recruitment, if it is necessary to buy out incentive pay or benefit arrangements (which would be forfeited on
leaving the previous employer), this may be provided, with the new awards taking into account the form (cash or shares), timing left
to vesting, the extent to which performance conditions apply and expected value (i.e. likelihood of meeting any existing performance
criteria) of the remuneration being forfeited. Replacement share awards, if used, may be granted using the Company's existing share
plans to the extent possible, although awards may also be granted outside of these schemes. The aim of any such award would be to
ensure that as far as possible, the expected value and structure of the award will be no more generous than the amount forfeited.

In the case of an internal recruitment, any outstanding variable pay awarded in relation to the previous role will be allowed to pay out
according to its terms of grant or adjusted as considered desirable to reflect the new role.

Fees for a new Chairman or Non-Executive Director will be set in line with the approved policy.

Service contracts and payments for loss of office

The Service contracts for Executive Directors will continue indefinitely unless determined by their notice period. Under the Executive
Directors' service contracts and in line with the policy for new appointments, 12 months' notice of termination of employment is
required by either party.

All Non-Executive Directors have letters of appointment with the Company for an initial period of two years, subject to annual re-
appointment at the AGM. Appointments may be terminated with three months' notice. The appointment letters for the Chairman
and Non-Executive Directors provide that no compensation is payable on termination, other than accrued fees and expenses.

All Directors submit themselves for election or re-election at the Annual General Meeting each year. Service contracts and letters
of appointment are available for inspection at the Company's registered office.

For Executive Directors, the Company may in its absolute discretion at any time after notice is served by either party, terminate a
Director’s contract with immediate effect by paying an amount equal to base salary for the then unexpired period of notice plus the
fair value of contractual benefits subject to the deduction of tax. All payments would discontinue or reduce to the extent that
alternative employment is obtained.

An Executive Director's service contract may be terminated without notice for certain events such as gross misconduct or a serious
breach of contract. No payment or compensation beyond salary (and the value of holiday entitlement) accrued up to the date of
termination will be made if such an event occurs.

There are no special provisions relating to change of control. The policy on termination is that the Group does not make payments
beyond its contractual obligations and the Committee ensures that there are no unjustified payments for failure.

Any statutory payments required by law may be made. The Company may also pay outplacement, legal and other reasonable
relevant costs associated with termination and may settle any claim or potential claim relating to the termination.

Treatment of outstanding incentive awards

At the discretion of the Committee, for certain good leaver circumstances (such as death, illness, injury, disability, redundancy,
retirement, their employing company ceasing to be a Group company or the undertaking business or division for which he or she
works being sold out of the Company's group, or any other circumstances at the discretion of the Committee), a pro-rata bonus
may become payable at the normal payment date for the period of employment and based on full year performance.

The treatment of share-based incentives previously granted to an Executive Director will be determined based on the plan rules.

The default treatment will be for outstanding awards to lapse on cessation of employment. However, an executive will be treated as
a'good leaver' under certain circumstances such as death, iliness, injury, disability, redundancy, retirement, their employing company
ceasing to be a Group company or the undertaking business or division for which he or she works being sold out of the Company's
group, or any other circumstances at the discretion of the Committee. Under the Deferred Share Bonus Plan, if treated as a good
leaver, awards will normally vest on the original vesting date. Under the LTIP, if treated as a good leaver, awards will vest at the
normal vesting date subject to the extent to which performance targets have been achieved. The number of LTIP awards that would
vest will normally be reduced pro-rata to reflect the proportion of the three year period actually served. A post vest holding period
would continue to apply.
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External directorships
The Group allows Executive Directors to hold a Non-Executive position with one other company or organisation, for which they can
retain the fees earned.

How shareholder views are taken into account

The Remuneration Committee is committed to ensuring an open dialogue with our shareholders and therefore, where changes are
being made to the remuneration policy or where there is a material change in which we operate our policy, we will consult with major
shareholders in advance. The Remuneration Committee adopted such an approach in putting together this policy by consulting the
Company's largest shareholders and shareholder advisory bodies beforehand.

In addition, the Committee considers shareholder feedback received in relation to the AGM each year and guidance from
shareholder representative bodies more generally.

Consideration of employment conditions elsewhere in the Group

As part of the Committee’s wider remit and as part of the Directors’ Remuneration Policy review process, the Committee reviewed
with management the pay structures across the wider Group and certain changes were made to the wider Group policy as a result
of the review to ensure an appropriate and clear cascade of the Executive Directors’ policy to the wider Group. The Committee will
continue within its Terms of Reference to monitor pay policies and practices within the wider Group and to provide input and
challenge in respect of current policies and practices as well as any proposed future review and changes to ensure that they are
appropriate, fair, aligned to the Executive Directors' Remuneration Policy and support the culture and growth of the business.

An Employee Forum was established in 2019 following an election of Employee Representatives. The Forum provides the opportunity
for the appointed Employee Representatives to discuss business objectives, facilitate change and continuous improvement through

a pro-active dialogue. It's also a place in where they can share suggestions, ideas and feedback from the colleagues they represent, to
help shape the Transformation Plan and our future. The Company Secretary has engaged with the Forum to explain the alignment

of the Directors’ Remuneration Policy to the wider Group pay policy.

ANNUAL REPORT ON REMUNERATION

The Annual Report on Remuneration set out below (together with the Remuneration Committee Chairman's Annual Statement)

will be put to an advisory shareholder vote at the 2020 AGM. The information below includes how we intend to operate our policy
in 2020 and the pay outcomes in respect of the 2019 financial year. The information from the single total remuneration figures for
Directors on page 85 to the end of the section on loss of office payments on page 88 has been audited. The remainder is unaudited.

Implementation of Remuneration Policy in 2020
Salaries

The Committee has determined that the Executive Directors will not receive a base salary increase for 2020. Therefore, the salaries as
at 1 January 2020 are:

2020 2019 Increase

£ £ %

Mike McCollum 511,500 511,500 -
Richard Portman 247,950 247,950 -
Steve Whittern 316,200 316,200 -

Chairman and Non-Executive Directors' fees
The fees for other Non-Executive Directors, are as detailed below. There is no increase in fee levels for 2020 other than the minor
rounding up of the fee for the new Chairman, Clive Whiley:

2020 2019 Increase

£ £ %

Chairman 175,000 173,350 1
Basic fee for Non-Executive Directors 46,850 46,850 -
Supplementary Senior Independent Director fee 9,700 9,700 -
Supplementary Audit Committee Chairman fee 9,350 9,350 -

Supplementary Remuneration Committee Chairman fee 6,300 6,300 -
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Pension and Benefits
All Executive Directors will receive a salary supplement in lieu of pension of 15 per cent of their basic salary. Benefits will be provided
in line with the approved remuneration policy.

Pension contribution for new Executive Directors will be in line with the pension plan for the majority of the workforce, which is
currently four per cent of base salary.

Annual bonus
The maximum bonus potential will be unchanged, at 135 per cent of salary for the Chief Executive and 125 per cent of salary for the
other Executive Directors.

70 per cent of the bonus will continue to be based on underlying operating profit targets and 30 per cent on strategic objectives,
which are common to all Directors.

For the underlying operating profit element 20 per cent of the maximum will become payable for achieving a target level of
performance, rising incrementally so that there will be a full pay out for significant over-achievement of target. There will be no
threshold level of payment for performance below target. The strategic objectives support the Group's strategy and business model

as set out on page 86 of the Annual Report. As we are in the second year of the Transformation Plan the Objectives are the same as for
FY19, but with updated target ranges. The achievement of the strategic objectives will be determined on a similar basis, using numeric
ranges where possible and are set out below.

* Increasing funeral market share, with a sliding scale of performance;
« Customer satisfaction based on a ‘definitely recommend’ result, with a sliding scale of performance; and

+ Achieving key objectives from our Transformation Plan. This will be assessed by the Committee at the year end and differentiating
between delivery of most aspects of the Plan, delivery of all aspects of the Plan and over-delivery of the Plan, for differing levels of
bonus to be payable.

There will be Committee discretion to adjust the formula driven outturn to ensure that the bonus payments also reflect performance
more broadly and the experience of other stakeholders in the business.

The underlying profit element target range and the strategic objective targets are deemed to be commercially sensitive and have not
been disclosed prospectively. However, full retrospective disclosure of the targets and performance against them will be provided in
next year's Remuneration Report.

20 per cent of any annual bonus earned will be deferred in shares. The deferred shares will vest after two years subject to continued
employment.

Long-Term Incentive Plan

Taking into account the ongoing weakness in our share price relating to the CMA report findings, the Committee will determine the
LTIP grant levels and performance conditions after the CMA Provisional Decision Report is published, later in 2020. There will be
full disclosure of the grant level and the performance conditions in the RNS announcement for the award and again in next year’s
Directors' Remuneration Report.

Executive Directors will be required to hold the net of tax vested shares for two years following vesting.



Dignity plc Annual Report & Accounts 2019 | 85

Total remuneration payable to Directors in 2019

Fixed Pay Pay for Performance
Annual Total
Salary Benefits® Pension® Bonus® LTIP@ Other Remuneration
£000 £000 £000 £000 £000 £000 £000
Executive Directors

Mike McCollum 2019 512 20 77 124 - - 733
2018 512 20 77 401 - - 1,070
Richard Portman 2019 248 18 37 56 - - 359
2018 248 18 37 180 - - 483
Steve Whittern 2019 316 20 47 71 - - 454
2018 316 21 47 229 - - 613

Non-Executive Directors
Clive Whiley 2019 46 - - - - - 46
2018 n/a n/a n/a n/a n/a n/a n/a
Peter Hindley 2019 78 3 - - - - 81
2018 173 1 - - - - 174
Jane Ashcroft 2019 47 - - - - - 47
2018 47 - - - - - 47
David Blackwood 2019 110 - - - - - 110
2018 67 - - - - - 67
Mary McNamara 2019 54 - - - - - 54
2018 54 - - - - - 54
James Wilson 2019 - - - - - - -
2018 n/a n/a n/a n/a n/a n/a n/a

@ Taxable benefits for the year included: provision of a company car or allowance, fuel, family private medical cover, landline telephone and broadband at each Executive Director’s
home residence and a mobile telephone together with a pre-arranged funeral plan in accordance with any scheme established by the Group in respect of the funeral of the
Executive Director or his spouse.

® The pension benefit is set at 15 per cent of basic salary.

© The bonus relates to performance in the 2019 financial year.

@ The LTIP award granted on 16 June 2017 has lapsed as the performance targets were not met.
<

© Peter Hindley retired from the Board on 13 June 2019. Clive Whiley joined the Board on 26 September 2019. David Blackwood was Interim Chairman in the period between
Peter Hindley's retirement and Clive Whiley’s appointment during which period he received an increased fee (based pro-rata on the Chairman’s annual fee) to reflect
additional responsibilities.

 James Wilson has elected not to receive a Non-Executive Director’s fee.

©® Dean Moore was appointed to the Board on 11 March 2020 and is, therefore, not included in the table above. Dean Moore will receive an annual fee of £46,850 which will
increase by £9,350 when he becomes Chairman of the Audit Committee.

Determination of 2019 annual bonus
The 2019 annual bonus was based on the achievement of underlying operating profit targets (70 per cent) and strategic targets
(30 per cent).

Bonus payment against the underlying operating profit range is set out below:

Target Stretch
(for which 20% of (for which 100% of Bonus payable
Weighting maximum payable) maximum payable) 2019 actual (out of maximum)
% £m £m £m %
Underlying operating profit 70 64 80.2 63.3 -
Strategic measures 30 60 per cent 18

Strategic objectives were set based on the three most critical business priorities for the year each equally weighted at 10 per cent.
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The strategic objectives and the Committee’s assessment of their achievement is summarised below:
Detail of objective

1. Funeral Market Share (10 per cent out of the 30 per cent Strategic Objectives element) is the number of funerals performed
by the Company's group in Great Britain (excluding Northern Ireland) in the 2019 financial year as a proportion of the total estimated
number of deaths in that region during the period (as estimated and calculated by the Company).

The target range required the Company's Funeral Market Share to be between 