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UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 

In the Matter of ) 

1 
Service Corporation International, 1 

a corporation, and 1 
) 

Alderwoods Group, Inc., 1 
a corporation 1 

) 

Docket No. C-4174 

File No. 061-0156 

PETITION FOR APPROVAL OF PROPOSED DIVESTITURES 
TO KEYSTONE NORTH AMERICA, INC. 

Pursuant to Section 2.41(f) of the Federal Trade Commission 

("Commission") Rules of Practice and Procedure, 16 C.F.R. 5 2.4 1(f) (20061, and 

Paragraph 1I.A. of the Decision and Order contained in the Agreement Containing Consent 

Orders accepted for public comment in this matter ("Decision and Order"), Respondent 

Service Corporation International ("SCI") hereby petitions the Commission to approve the 

divestiture to Keystone America, Inc. ("Keystone America"), a wholly-owned subsidiary of 

Keystone North America, Inc. ("Keystone"), of the Divestiture Businesses that include the 

following facilities: 

Hankins & Whittington-Dilworth Chapel, 1111 East Blvd., Charlotte, NC 

Bush River Memorial Gardens, 5400 Bush River Road, Columbia, SC 

Elmwood Cemetery, 501 Elmwood Avenue, Columbia, SC 

Southland Memorial Gardens, 700 W Dunbar Road, West Columbia, SC 

Caughman-Harman Funeral Home, 5400 Bush River Road, Columbia, SC 
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Caughman-HarmanFuneral Home, 820 West Dunbar Road, West Columbia, 
SC 

Diuguid Funeral Service, 811 Wiggington Road, Lynchburg, VA 

Diuguid Waterlick Chapel, 21914 Timberlake Road, Lynchburg, VA 

T.J. McGowan Sons Funeral Home, 71 North Central Highway, Garnersville, 
NY 

T.J. McGowan Sons Funeral Home, 133 Broadway, Haverstraw, NY 

Shaw & Sons Funeral Directors, Inc., 201 N. 2"d Street, Yakima, WA 

Glen Haven Memorial Gardens, 7070 Houston Road, Macon, GA 

Larnbeth Troxler Funeral Home, 300 W. Wendover Avenue, Greensboro, NC 

The Divestiture Businesses associated with these facilities (as defined in the 

Decision and Order, and hereinafter collectively referred to as the "Keystone Divestiture 

Assets") will be sold to Keystone pursuant to the Contingent Asset Sale Agreement dated 

October 30,2006 (the "Sale Agreement"), by and among Keystone America and SCI 

Funeral Services, Inc. ("FSI"), a wholly-owned affiliate of SCI.' The executed Sale 

Agreement is attached hereto as Confidential Exhibit A. 

Background 

On October 13, 2006, SCI and Respondent Alderwoods Group, Inc. 

("Alderwoods") (collectively, the "Respondents") executed an Agreement Containing 

Consent Orders that included the Decision and Order and an Order to Hold Separate and 

' The Sale Agreement was initially "contingent" because, on the date that it was signed, SCI's acquisition of 
Alderwoods had not yet been consummated, and certain subsidiariesof Alderwoods owned and operated several of 
the Keystone Divestiture Assets. As a result, the Sale Agreement was subject to consummation of the SCI-
Alderwoods Acquisition, and FSI was required to cause the subsidiariesthat own the Keystone Divestiture Assets to 
join in the execution of the Sale Agreement within ten days following the consummation date. Now that SCI has 
completed its acquisition of Alderwoods, those subsidiarieshave joined the agreement, as reflected in Confidential 
Exhibit A. The Sale Agreement also includes the Caughman-Harman Funeral Home locations at 503 North Lake 
Drive, Lexington, South Carolina, and 123 Columbia Road, Chapin, South Carolina. Keystone America and 
Keystone do not own any funeral homes in the relevant geographic market for these facilities, as defined by the 
Commission in the Complaint in this matter. 
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Maintain Assets (collectively, the "Consent Agreement") to settle the Commission's 

charges that the proposed acquisition by SCI of Alderwoods would violate Section 5 of the 

Federal Trade Commission Act, as amended, 15 U.S.C. 5 45, and Section 7 of the Clayton 

Act, as amended, 15 U.S.C. 5 18. On November 22, 2006, the Commission accepted the 

Consent Agreement for public comment, and on November 28, 2006, SCI consummated its 

acquisition of Alderwoods. Alderwoods is now a wholly-owned subsidiary of SCI. The 

Consent Agreement is presently before the Commission for final approval and issuance of 

the Decision and Order. 

Because Confidential Exhibit A to this petition contains confidential and 

competitively sensitive business information relating to the divestiture of the Keystone 

Divestiture Assets -the disclosure of which may prejudice the Respondents and 

Keystone, cause harm to the ongoing competitiveness of the Keystone Divestiture Assets, 

and impair the Respondents' ability to comply with their obligations under the Consent 

Agreement - the Respondents have redacted Confidential Exhibit A from the public 

version of this petition. Pursuant to Sections 2.41(f)(4) and 4.9(c) of the Commission's 

Rules of Practice and Procedure, 16 C.F.R. $5 2.41(f)(4) & 4.9(c) (2006), the Respondents 

request that the confidential version of this petition and the information contained herein be 

accorded confidential treatment under 5 U.S.C. 5 552 and Section 4.10(a)(2) of the 

Commission's Rules of Practice and Procedure, 16 C.F.R. 5 4.10(a)(2) (2006). The 

confidential version of this petition is also exempt from disclosure under Exemptions 4, 

7(A), 7(B), and 7(C) of the Freedom of Information Act, 5 U.S.C. $5 552(b)(4), 

552(b)(7)(A), 552(b)(7)(B), & 552(b)(7)(C), and the Hart-Scott-Rodino Antitrust 

Improvements Act of 1976, as amended, 15 U.S.C. 5 18a(h). 
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SCI desires to complete the proposed divestiture of the Keystone Divestiture 

Assets as soon as possible, following Commission approval thereof. All conditions other 

than Commission approval and any required state regulatory approval have already been 

satisfied, so that SCI through FSI and Keystone America are in a position to close the 

divestiture within a few days of such approval.' 

Prompt consummation will further the purposes of the Decision and Order 

and is in the interests of the public, Keystone, and the Respondents, because it will allow 

Keystone to move forward with its business plans for the competitive operation of the 

Keystone Divestiture Assets. SCI accordingly requests that the Commission promptly 

commence the period of public comment pursuant to Section 2.41 (f)(2) of the 

Commission's Rules of Practice and Procedure, 16 C.F.R. 5 2.41(f)(2) (2006), limit the 

public comment period to the customary 30-day period, and grant this petition by 

approving the divestiture of the Keystone Divestiture Assets to Keystone pursuant to the 

above-referenced Sale Agreement as soon as practicable after the close of the public 

comment period. 

I. The Sale Agreement Is Final and Consistent with the Decision and Order's Terms 

Paragraph 1I.A of the Decision and Order requires the Respondents to divest the 

Divestiture Businesses (as defined in the Decision and Order) within 180 days of November 28, 

2006, the date on which SCI consummated its acquisition of Alderwoods. Pursuant to this 

2 Keystone is responsible for obtaining applicable state licensing as required to operate the Divestiture Assets. In 
Washington, New York, North Carolina, South Carolina and Virginia, there is no requirement for state approval of 
hneral home transfers prior to closing. In each of these states, the primary purpose of the approval is to allow 
Keystone to operate these funeral homes, rather than to allow SCI to transfer them to Keystone, and Keystone will 
be permitted to operate the funeral homes while the applications are pending. As a result, and consistent with 
industry practice, Keystone will submit these applications on or about the closing date. Keystone has submitted 
applications in Georgia and for cemeteries in South Carolina, where prior approval is required, and Keystone 
expects to receive approval of these applications prior to the expiration of the FTC's 30-day public comment period 
for this divestiture application. 
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requirement, SCI has diligently sought a buyer that would be acceptable to the Commission over 

several months preceding Commission action on the Consent Agreement, through an extensive 

auction process that produced great interest in the properties. On October 30,2006, SCI caused 

FSI to enter into a Sale Agreement that requires SCI to sell the Keystone Divestiture Assets to 

Keystone America, the highest bidder. 

The Sale Agreement with Keystone America complies with the requirements of 

Paragraph I1 of the Decision and Order: 

A. Paragraph 1I.A. requires that Respondents divest the Keystone Divestiture 

Assets, absolutely and in good faith. Keystone America will acquire the Keystone Divestiture 

Assets pursuant to Section 1.1 of the Sale Agreement. 

B. Paragraph 1I.B. requires that Respondents divest the divestiture assets in 

three geographic areas in South Carolina, Virginia and New York to no fewer than one buyer per 

group. The groups in question are as follows: 

The South Carolina group consists of two hneral homes and three cemeteries in 


LexingtodWest Columbia/Columbia, South Carolina: (i) Caughman-Hannan 


Funeral Home, 5400 Bush River Road, Columbia, South Carolina, (ii) Caughman- 


Hannan Funeral Home, 820 West Dunbar Road, West Columbia, South Carolina, 


(iii) Bush River Memorial Gardens Cemetery, 5400 Bush River Road, Columbia, 


South Carolina, (iv) Elmwood Cemetery, 501 Elmwood Avenue, Columbia, 


South Carolina, and (v) Southland Memorial Gardens, 700 West Dunbar Road, 


West Columbia, South Carolina; 


The Virginia group consists of two funeral homes in Lynchburg, Virginia, those 


being: (i) Diuguid Funeral Service, 81 1 Wiggington Road, Lynchburg, Virginia, 
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and (ii) Diuguid Waterlick Chapel, 2 19 14 Timberlake Road, Lynchburg, Virginia; 


and 


The New York group consists of two funeral homes located in Northern Rockland 


County New York: (i) T.J. McGowan Sons Funeral Home, 71 North Central 


Highway, Gamerville, New York, and (ii) T.J. McGowan Sons Funeral Home, 


133 Broadway, Haverstraw, New York. 


The Sale Agreement contemplates that Keystone America will acquire all three of these groups, 

satisfying this requirement. In addition, Keystone America will acquire individual facilities in 

four other areas, constituting the sole divestiture assets in those areas, including: Hankins & 

Whittington-Dilworth Chapel, 11 11 East Blvd., Charlotte, North Carolina; Shaw & Sons Funeral 

Directors, Inc., 201 N. 2ndStreet, Yakima, Washington; Glen Haven Memorial Gardens, 7070 

Houston Road, Macon, Georgia; and Lambeth Troxler Funeral Home, 300 W. Wendover 

Avenue, Greensboro, North Carolina. 

* * * 

As demonstrated above and in the accompanying Sale Agreement, SCI has caused 

FSI to enter into an agreement relating to the sale of the Keystone Divestiture Assets that fully 

complies with the Commission's Decision and Order. Accordingly, the Respondents hereby 

seek Commission approval of the proposed divestitures pursuant to Paragraph 1I.A. of the 

Decision and Order. 

11. The Proposed Acquirer Will Be a Strong and Effective Competitor 

Keystone has extensive experience in acquiring and operating funeral homes and 

cemeteries, and Keystone possesses the financial wherewithal to make this acquisition. The 

acquisition will assure that the Keystone Divestiture Assets remain strong and effective 

competitors in Charlotte and Greensboro, North Carolina; Macon, Georgia; Columbia, West 
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Columbia and Lexington, South Carolina; Lynchburg, Virginia; Northern Rockland County, 

New York; and Yakima, Washington. 

Background 

Keystone is a leading owner and operator of funeral homes across the United 

States, with 174 funeral homes and 8 cemeteries; Keystone management estimates that the 

company is the fourth largest provider of hneral services in the United States. Publicly traded 

on the Toronto stock exchange since February 8, 2005, detailed financial information on 

Keystone is available at kevstonenorthamerica.ca, along with copies of Keystone's annual 

reports and other structural and financial information pertaining to Keystone and Keystone 

America. Attached hereto are copies of Keystone's 2005 prospectus (Exhibit B), its Audited 

Financial Statements for 2005 (Exhibit C), and its Third Quarter Report, September 30,2006 

financial statements (Exhibit D). 

Formed in 1996, Keystone has built a solid reputation for providing a full range of 

funeral services on both an at-need (at time of death) and a pre-need (prior to death) basis. These 

services include removal of human remains, planning and coordinating personalized funerals and 

cremations, professional embalming, use of our funeral home facilities, merchandise sales, 

conducting memorial services, performing cremations, and cemetery interment services. 

Over the last ten years, Keystone has completed approximately 90 transactions, 

the majority of which were acquisitions of funeral homes andlor cemeteries from private owners. 

Keystone has successfully completed transactions of all sizes, including large ones. In one 2005 

transaction, for example, Keystone acquired and successfully integrated 87 funeral homes from 

The Hamilton Group. Keystone has also bought funeral homes and cemeteries from SCI, in two 

transactions: In March 2006, Keystone purchased the assets of a large cemetery (Roselawn 

http:kevstonenorthamerica.ca
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Cemetery), and two small funeral homes (Thomas Funeral Home and McClanahan-Lee Funeral 

Home) in Terre Haute, Indiana. In September 2006, Keystone purchased the assets of three 

cemeteries and two funeral homes in Springfield, Missouri. Keystone successfully operates 

these facilities and all of the other funeral homes and cemeteries that it has acquired since its 

formation in 1996. In these transactions, and indeed in all of its acquisitions, Keystone's 

operations team makes every effort to ensure the quick, seamless integration of the business, 

with continued operation under Keystone's ownership. Based on its substantial track record of 

acquisitions, there can be not doubt that Keystone is able to successfully acquire and quickly 

integrate the businesses it purchases, whether from SCI or others. 

Keystone has enjoyed relatively quick closings, and trouble-free operations, in 

part because of Keystone's good standing with state licensing agencies. In prior acquisitions, 

Keystone focused on small to middle markets, making it a good match for the present divestiture 

targets. Keystone has garnered a strong reputation in the funeral industry for managing small to 

medium sized businesses, that is, businesses of the size and scope of the Keystone Divestiture 

Assets at issue here. 

Keystone America and Keystone do not presently have any competitive assets in 

the markets, as defined by the Commission in its Complaint, served by the Keystone Divestiture 

Assets. 

Financial Capability 

Keystone is in a strong financial position, as shown in Keystone's Third Quarter 

Report, September 30,2006 financial statements (Exhibit D). Revenues are in excess of $62 

Million for 2006 through September 30,2006, with gross profit for this nine month period in 

excess of $22 Million. Keystone has sufficient funds available under its existing credit facilities 
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to pay the purchase price, and Keystone's financials demonstrate that it is a strong company. 

Thus, Keystone has the ability both to purchase the Keystone Divestiture Assets and to ensure 

the continued use of these assets as part of a viable, competitive business. Keystone's ability to 

complete this transaction is also demonstrated by its successful completion of many prior 

acquisitions, including the much larger acquisition of 87 funeral homes from The Hamilton 

Group in 2005. 

Operations Experience 

Keystone has significant experience owning and operating funeral homes and 

cemeteries, with 174 funeral homes and 8 cemeteries. Headquartered in Tampa, Florida, 

Keystone has over 1,000 employees across the United States, and in Ontario, Canada. Keystone 

has a seasoned management team with extensive experience in owning, operating and acquiring 

funeral homes. The executive management team is comprised of four seasoned funeral 

professionals who collectively have spent over 125 years successfully acquiring, integrating and 

managing funeral businesses. The four senior members of Keystone's management are as 

follows: 

Robert G. Horn, Keystone's co-founder, serves as Chief Executive Officer / 

Chairman. Mr. Horn has 46 years of funeral industry experience. Mr. Horn was an organizer, 

Partner and Chief Operating Officer of Prime Succession, Inc. from its inception until the sale of 

the company in 1 996.3 Prior to Prime Succession, Mr. Horn was Executive Vice President of 

Pierce Brothers Holding Company, a Los Angeles based funeral home con~olidator.~ He was an 

3 Prime Succession was a consolidator of funeral homes and cemeteries formed by Mr. Horn and others in 1992. By 
the time Mr. Horn and his colleagues sold the company in 1996, Prime Succession had grown into a very successful 
company with over 120 funeral home and cemetery locations around the United States. 

Although Pierce Brothers had been in existence for decades when Mr. Horn was hued, the company had only 
operated a handful of funeral homes in Southern California. Following Mr. Horn's involvement, Pierce Brothers 
grew to over 30 locations in California, with more than 30 additional locations in Florida. Mr. Horn was primarily 
responsible for acquiring and integrating these new facilities. 
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organizer and served as Vice President for 16 years at International Funeral Services, Industries 

("IFS"), the first publicly held, multi-state consolidator of funeral homes and cemeteries. He had 

brief experience with SCI following its merger with IFS in 198 1. He began his career with a 

small family-owned funeral home, which was subsequently sold to IFS. Mr. Horn currently 

serves as a Trustee and is the Chair Elect of The National Funeral Service Foundation, is a 

member of the Death Care Management Council, an instructor at the International Cemetery and 

Funeral Association's Summer Executive program at Memphis University and is a Clavigerii 

Society Member of Loyola Marymount University, Los Angeles. 

Steven A. Tidwell, a co-founder, serves as President of Keystone. Mr. Tidwell 

has 27 years of funeral industry experience including a focus on mergers and acquisitions and 

experience as a funeral director. He attended John A. Gupton College where he obtained an 

Associate of Arts in Mortuary Science. Mr. Tidwell is a licensed funeral director and embalmer 

and has his national certification. He was a Partner at Prime Succession, Inc. where he was Vice 

President of Corporate Development. Prior to Prime Succession, Mr. Tidwell was Regional Vice 

President covering 6 states with Thomas-Pierce & Company, a succession planning company. 

Mr. Tidwell was previously employed with Arlington Corporation, a fimeral home consolidator 

and Woodlawn Funeral Home and Memorial Park. He is also a member of the National Funeral 

Directors Association and an active alumnus of Sigma Chi Fraternity. 

Stephen M. Shaffer, a co-founder, serves as Keystone's Chief Financial Officer. 

Mr. Shaffer has served as Chief Financial Officer of Keystone since its inception and was 

previously Corporate Controller of Prime Succession prior to its sale. Mr. Shaffer was employed 

as an auditor with Ernst & Young in Indianapolis from 1987 to 1994. While working as a CPA at 

Ernst & Young, Mr. Shaffer's audit clients included two cemetery and funeral consolidation 
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companies, Gibraltar Mausoleum Corporation and Prime Succession. Mr. Shaffer graduated in 

1987 fiom Indiana University School of Business, Bloomington, Indiana with a Bachelor of 

Science in Accounting. 

James D. Price, a co-founder, serves as Keystone's Chief Operating Officer. Mr. 

Price has 40 years of funeral industry experience. Mr. Price previously served (in reverse 

chronological order) as President and CEO of Bonny-Watson, a large Seattle based funeral home 

and Cemetery Company; Southern Regional Vice President at Prime Succession, Inc.; Regional 

Vice President for SCI; and Operations Vice President at Pierce Brothers Holding Company. He 

also worked as an area manager at IFS and a local funeral home. Mr. Price is a graduate of the 

California College of Mortuary Science, Mira Costa College. He is a licensed Funeral Director 

and Embalmer in California (he is the third generation in his family to serve as a funeral director) 

and holds a National Board Certificate. Mr. Price is a member of the National Funeral Directors 

Association, the Cremation Association of North America and the International Funeral and 

Cemetery Association. 

These four individuals constitute a very strong and highly experienced senior 

management team. They have been together since Keystone's inception in 1996, and also 

worked together before that at Prime Succession. They assure that Keystone is an eminently 

qualified buyer for the Keystone Divestiture Assets. 

Keystone believes that keeping good personnel helps ensure the continuity of the 

business, allowing Keystone to compete effectively in each market fiom the date of acquisition 

forward. Keystone takes pride in its ability to be financially competitive while maintaining the 

local staff, which contributes to the long-term success of each business. As a result, Keystone 

intends to offer positions to key individuals currently employed at the Keystone Divestiture 
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Assets, and consistent with prior acquisitions and its business model, Keystone anticipates 

offering employment to most, if not all, of the employees currently employed at the Keystone 

Divestiture Assets, on terms and at compensation roughly equivalent to existing particulars. FSI 

has agreed in the Sale Agreement not to solicit the employment of any such employee hired by 

Keystone for a period of two years following closing, as required by Paragraph II.H.4. of the 

Decision and Order. 

The foregoing demonstrates that Keystone has the resources, operating expertise 

and commitment to its business to not only ensure the continued competitiveness of the Keystone 

Divestiture Assets, but to provide the acquired businesses with a competitive advantage in order 

to enhance their competitiveness and grow market share. 

111. 	 The Proposed Divestiture Will Achieve the Purposes of the Decision and Order and 
Result in No Harm to Competition 

The proposed divestiture of the Keystone Divestiture Assets, as embodied in the 

Sale Agreement, will achieve the purposes of the Decision and Order. Keystone is an 

experienced operator of funeral homes and cemeteries, with a proven track record of successfully 

operating and enhancing the funeral homes and cemeteries that it has acquired in the past. 

Keystone enjoys a strong financial position that will enable it to complete this acquisition, 

continue the operation of the Keystone Divestiture Assets and enhance their competitiveness in 

the market for funeral and cemetery services. Combining the Keystone Divestiture Assets with 

Keystone's experience and financial wherewithal will ensure that the objectives of the Decision 

and Order will be realized. 

The proposed divestiture will result in no harm to competition. Keystone 

America and Keystone do not currently compete in any market, as defined in the Commission's 

Complaint, in which the Keystone Divestiture Assets operate. Consequently, there is no overlap 
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between the operations of Keystone America or Keystone and the Keystone Divestiture Assets, 

and the proposed divestiture does not raise any competitive issue. 

In sum, the proposed divestiture will remedy any anticompetitive effects that 

could result Trom the Acquisition. The Sale Agreement will achieve the Commission's stated 

purposes of ensuring the continued use of the Keystone Divestiture Assets in the same business 

in which they were engaged at the time of the announcement of the proposed Acquisition and 

remedying the lessening of competition alleged in the Commission's Complaint. 

Conclusion 

For the foregoing reasons, the Respondents respectfully request that the 

Commission approve the proposed divestiture of the Keystone Divestiture Assets to 

Keystone, as embodied in the Sale Agreement with Keystone America, as soon as 

practicable after expiration of the public comment period. 

Respectfully submitted, 

David A. Schwartz 
Wachtell, Lipton, Rosen & Katz 
51 West 52nd Street 
New York, New York 100 19 
(212) 403-1000 
Counsel for Respondents 
Dated: December 2 , 2 0 0 6  
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CERTIFICATION OF SERVICE CORPORATION INTERNATIONAL 

The facts and information related in the foregoing Petition, insofar as they pertain to Service 
Corporation International, its subsidiaries, and its assets, are, to the best of my knowledge, 
true, correct, and complete. 

I certify under penalty of perjury under the laws of the United 
going is true and correct. 
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CERTIFICATION OF KEYSTONE NORTH AMERICA, INC. 


The facts and information related in the foregoing Petition, insofar as they pertain to 
Keystone North America, Inc., its subsidiaries, and its assets, are, to the best of my 
knowledge, true, correct, and complete. 

Pursuant to 28 U.S.C. 8 1746, I certify under penalty of perjury under the laws of the United 
States of America that the foregoing is true and correct. 

d t e p h e n  k.Shaffer 
Chief Financial Officer 
Keystone North America, Inc. 
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EXHIBIT A 


[REDACTED FROM THE PUBLIC RECORD VERSION] 
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EXHIBIT B 




No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. Thisprospectus constitutes apublic offering of these 
securities only in those jurisdictions where they may be lawfully offered for sale and only by persons permifled to sell these securities in those jurisdictions. %se securities 
have not been and will not be registered under the United States Securities Act of 1933, as amenderl, or any state securities laws and may not be offered or sold in the 
United States or to U.S. persons except in compliance with the registration requiremen& of the United States Securities Act of 1933, as amenderl, and applicable state 
secun'ties laws or under exemptions from those laws. See "Plan of Distribution". 

PROSPECTUS 
Initial Public Offering 	 January 31, 2005 

K E Y S T O N E  

Keystone North America Inc. 

and 
Keystone Newport ULC 

C$171,000,000 
17,100,000 Income Participating SecuritiesTM 

This offering is an initial public offering of Income Participating Securities", or 1PS"s. Each IPS represents one common share, a "Common Share", of Keystone 
North America Inc., or "Keystone North America", and C$4.286 principal amount of 14.5% subordinated notes, the "Subordinated Notes", of Keystone Newport 
ULC, or "Keystone ULC". Keystone North America and Keystone ULC are collectively referred to in this prospectus as the "Issuer". In connection with the closing 
of this offering, the Issuer will acquire and hold all of the issued and outstanding Class A common shares and preferred shares of Keystone Group Holdings, Inc., or 
"I<eystone", representing a 85.3% voting interest in Keystone. Keystone is a leading owner and operator of funeral homes across the United States. Following the 
closing of this offering, Keystone will own and operate 177 funeral homes and nine cemeteries in 26 states in the United States, making it, in management's estimate, 
the fifth largest funeral home operator in the United States. See "Investment Agreement" and "Use of Proceeds". 
Holders of IPSs will have the right to separate the IPSs into Common Shares and Subordinated Notes at any time after 45 days following the closing of this offering 
or upon the occurrence of a change of control of Keystone North America or Keystone ULC. Separation of the IPSs will occur automatically upon a repurchase, 
redemption or maturity of the Subordinated Notes and in certain other circumstances described herein. Similarly, any holder of Common Shares and Subordinated 
Notes may, at any time prior to an automatic separation of the Subordinated Notes, combine the applicable number of Common Shares and principal amount of 
Subordinated Notes to form IPSs. See "Description of IPSs". 
The Subordinated Notes will have a term of 12 years. On or after the fifth anniversary of the closing of this offering, Keystone ULC will have the option to redeem 
the Subordinated Notes in whole or in part at any time, for cash, at a redemption price equal to a premium over the principal amount of the Subordinated Notes, 
which premium decreases over time. See "Description of Subordinated Notes". In connection with this offering, Keystone ULC is also selling, on a private placement 
basis, approximately C$10 million principal amount of Subordinated Notes that are not in the form of IPSs, which we refer to as "Separate Subordinated Notes". The 
completion of the offering of Separate Subordinated Notes is a condition to the Issuer's sale of IPSs. 
The pricing of the IPSs has been determined, in part, based on an estimate of distributable cash for the 12 months ended September 30, 2004. See "Summary of 
Distributable Cash of the Issuer". 
A return on your investment in the Issuer is not comparable to the return on an investment in a fixed-income security. The recovery of your initial investment is at 
risk, and the anticipated return on your investment is based on many performance assumptions. Although the Issuer intends to make distributions of its available 
cash to you, these cash distributions may be reduced or suspended. The actual amount distributed will depend on numerous factors including: the financial 
performance of Keystone and its direct and indirect subsidiaries (including the indirect subsidiaries acquired from HFSC Holdings, Inc. on the closing of this 
offering), which we refer to collectively as the "Company", the Company's debt covenants and other contractual obligations, working capital requirements, future 
capital requirements, and the deductibility for U.S. federal income tax purposes of interest payments on the Subordinated Notes, all of which are susceptible to a 
number of risks. In addition, the market value of the IPSS may decline if the Issuer is unable to meet its cash distribution targets in the future, and that decline may 
be significant. 
It is important for you to consider the particular risk factors that may affect the industry in which you are investing, and therefore the stability of the distributions that 
you receive. See, for example, the risks associated with predicting deaths from market to market over the short term; price competition; increasing cremation rates 
and all of the other risks described in the section "Risk Factors". This section also describes the Issuer's assessment of those risk factors, as well as the potential 
consequences to you if a risk should occur. 
Investing in the IPSs involves a number of risks that should be considered by a prospective investor. See "Risk Factors". 

Price: C$lO.OO per IPS 
Price to the Underwriters' Net Proceeds 

Public(') Fee to the Issuer(2) 

(1) 	The offering price of the IPSs was determined by negotiation between the Issuer and the Underwriters and no third-party valuation was obtained. 
(2) 	Before deducting expenses of the offering, estimated at approximately C$5.7 million, which, together with the Underwriters' Fee, will be paid out of the 

proceeds of the offering. 
(3) 	 The Issuer has granted the Underwriters an over-allotment option, exercisable for a period of 30 days from the date of closing of this offering, to purchase up to 

a total of 1,668,017 additional IPSs on the same terms as set out above to cover over-allotments, if any, and for market stabilization purposes. If the 
over-allotment option is exercised in full, the total "Price to the Public", "Underwriters' Fee" and "Net Proceeds" will be C$187,680,170, C$10,791,610 and 
C$176,888,560, respectively. This prospectus qualifies the distribution of the over-allotment option and the distribution of the IPSs issuable upon exercise of that 
option. See "Plan of Distribution". 

"Income Participating Securities" and "IPS" are trademarks of BMO Nesbitt Burns Corporation Limited 

(continued on next page) 
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The Issuer will allocate the price paid for each IPS on the basis of C$5.714 to the Common Share and C$4.286 to 
the Subordinated Notes and by purchasing such IPS, the holder is deemed to agree to such allocation and agrees 
to not take a contrary position for any purpose. The Canadian and U.S. tax consequences of acquiring, holding 
and disposing of the Common Shares and Subordinated Notes represented by IPSs may, in part, depend on the 
Canada Customs and R e ~ e n u e  Agency and United States Internal Revenue Service agreeing with this allocation. 
See "Certain Canadian Federal Income Tax Considerations" and "Certain U.S. Federal Income Tax 
Considerations". Distributions on the IPSs will consist of interest payments on the Subordinated Notes and 
dividend payments on the Common Shares represented thereby. See "Description of IPSs" and "Certain 
Canadian Federal Income Tax Considerations". The first monthly distribution, in an amount of C$0.0625 per 
IPS, is expected to be made to holders of IPSs on March 15,2005 for the period from the closing of this offering 
to February 28, 2005 (assuming closing occurs on February 8, 2005). See "Distribution Policy". 

In connection with this offering, BMO Nesbitt Bums Inc., Scotia Capital Inc., CIBC World Markets Inc. 
RBC Dominion Securities Inc., National Bank Financial Inc. and TD Securities Inc. who in this prospectus are 
referred to collectively as the "Underwriters", are permitted to engage in transactions that stabilize or maintain 
the market price of the IPSs at levels other than those that might otherwise prevail on the open market. The 
Underwriters may offer the IPSs at a lower price than stated below. There is currently no market through which 
the IPSs, and the Common Shares and Subordinated Notes represented thereby, may be sold and purchasers may 
not be able to resell securities purchased under this prospectus. The Toronto Stock Exchange has conditionally 
approved the listing of the IPSs and the Common Shares. Listing is subject to the Issuer fulfilling all of the 
requirements of the Toronto Stock Exchange on or before April 22, 2005. See "Plan of Distribution". 

An affiliate of BMO Nesbitt Bums Inc. has arranged to make credit facilities available to a subsidiary of the 
Issuer. As a result, the Issuer may be considered a "connected issuer" of BMO Nesbitt Burns Inc. See "Plan of 
Distribution". 

Unless a non-U.S. holder provides appropriate documentation establishing entitlement to a reduction or 
elimination of United States withholding tax, a 30%United States withholding tax will be assessed on interest 
payments paid on the Subordinated Notes to that non-U.S. holder. See "Certain U.S. Federal Income Tax 
Considerations". 

The Underwriters, as principals, conditionally offer the IPSs, subject to prior sale, if, as and when issued by the 
Issuer and accepted by the Underwriters in accordance with the conditions contained in the underwriting 
agreement referred to under "Plan of Distribution" and subject to the approval of certain legal matters on 
behalf of the Issuer and Keystone by Goodmans LLP and Kirkland & Ellis LLP and on behalf of the 
Underwriters by Torys LLP. Subscriptions for the IPSs will be received subject to rejection or allotment, in whole 
or in part, and the right is reserved to close the subscription books at any time without notice. A book entry only 
certificate representing the IPSs will be issued in registered form to The Canadian Depository for Securities 
Limited ("CDS") or its nominee and will be deposited with CDS on the closing of the offering. Closing is 
expected to occur on or about February 8,2005 or such later date as the Issuer and the Underwriters may agree, 
but in any event not later than February 22,2005. A purchaser of IPSs will receive only a customer confirmation 
from the registered dealer that is a CDS participant and from or through which the IPSs are purchased. 

Keystone is the promoter of this offering and is organized under the laws of a foreign jurisdiction and resides 
outside Canada. Although Keystone has appointed Keystone North America, Suite 2400, 250 Yonge Street, 
Toronto, Ontario, Canada, M5B 2M6 as its agent for service of process in Ontario, it may not be possible for 
investors to collect from the promoter judgments obtained in courts in Canada predicated on the civil liability 
provisions of securities legislation of certain of the provinces and territories of Canada. See "Risk Factors". 
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MEANING OF CERTAIN REFERENCES 


Keystone North America Inc. ("Keystone North America"), an Ontario corporation, is the issuer of the 
Common Shares and Keystone Newport ULC ("Keystone ULC"), a Nova Scotia unlimited liability company, is 
the issuer of the Subordinated Notes that, together with the Common Shares, form the IPSs. Keystone North 
America and Keystone ULC are referred to in this prospectus, collectively, as the "Issuer". Unless otherwise 
stated or the context otherwise requires, references in this prospectus to "we", "us" or the "Company" refer to 
Keystone Group Holdings, Inc. ("Keystone") and all of its direct and indirect subsidiaries (including the indirect 
subsidiaries acquired from HFSC Holdings, Inc., or "Hamilton"), immediately following consummation of the 
transactions described under the captions "Investment Agreement" and "Post-Closing Structure"; and 
"management" refers to management of the Company and the Issuer. 

Throughout this prospectus, unless otherwise indicated, all references to "GAAP" are to accounting 
principles generally accepted in Canada. The financial statements of Keystone North America, Keystone and 
Hamilton contained in this prospectus have been prepared in accordance with GAAP. 

Unless otherwise stated or the context otherwise requires, references to the outstanding number of IPSs, 
the number of Common Shares and the principal amount of Subordinated Notes underlying the IPSs assume 
that the Underwriters' over-allotment option is not exercised. 

DEFINITION OF EBITDA, NORMALIZED EBITDA, 

NORMALIZED REVENUE AND DISTRIBUTABLE CASH 


References in this prospectus to "EBITDA" are to earnings before interest, taxes, depreciation, 
amortization and certain other adjustments listed in the reconciliation tables provided herein (e.g., in the case of 
Hamilton, non-compete and consulting expense). References in this prospectus to "Normalized EBITDA" are to 
EBITDA adjusted for dispositions of funeral homes no longer in the portfolio of funeral homes that will be 
acquired by the Issuer, indirectly, on closing of the offering. References in this prospectus to "Normalized 
Revenue" are to revenue adjusted for dispositions of funeral homes no longer in the portfolio of funeral homes 
that will be acquired by the Issuer, indirectly, on closing of the offering. Management believes such adjustments 
facilitate the comparison of historical periods. See "Reconciliation of Historical Results to EBITDA, 
Normalized EBITDA, Normalized Revenue and Distributable Cash". 

The Issuer believes that EBITDA, Normalized EBITDA and Distributable Cash are useful supplemental 
measures of cash available for distribution on the IPSs prior to debt service, capital expenditures and income 
taxes and the appropriate measure from which to make adjustments to determine Distributable Cash (being 
Normalized EBITDA, as adjusted for: cost savings from the Hamilton acquisition; maintenance capital 
expenditures; additional administrative expenses; interest on the new credit facility; interest on the Separate 
Subordinated Notes; and income taxes paid in cash). However, EBITDA, Normalized EBITDA, Normalized 
Revenue and Distributable Cash are not recognized earnings measures under GAAP and do not have 
standardized meanings prescribed by GAAP. Investors are cautioned that neither EBITDA nor Normalized 
EBITDA should be construed as an alternative to net income or loss determined in accordance with GAAP as 
an indicator of the Issuer's performance or to cash flows from operating, investing and financing activities as a 
measure of liquidity and cash flows. The Issuer's method of calculating EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash may differ materially from the methods used by other public 
companies and accordingly, may not be comparable to similarly titled measures used by other public companies. 
Distributable Cash is not assured, and the actual amount received by holders of IPSs will depend on, among 
other things, the operations and assets of the Company, obligations under the New Credit Facility (as defined 
herein), fluctuations in working capital, the sustainability of margins, and the Company's capital expenditure 
requirements. See "Summary of Distributable Cash of the Issuer". 



FORWARD-LOOKING STATEMENTS 


Certain statements in this prospectus are "forward-looking statements" that reflect the expectations of 
management regarding the Issuer and the Company's future growth, results of operations, performance and 
business prospects and opportunities. These forward-looking statements reflect management's current 
expectations regarding future events and operating performance and speak only as of the date of this prospectus. 
Forward-looking statements involve significant risks and uncertainties, should not be read as guarantees of 
future performance or results, and will not necessarily be accurate indications of whether or not or the times at 
or by which such performance or results will be achieved. A number of factors could cause actual results to differ 
materially from the results discussed in the forward-looking statements, including, but not limited to, the factors 
discussed under "Risk Factors". Although the forward-looking statements contained in this prospectus are based 
upon what management believes to be reasonable assumptions, investors cannot be assured that actual results 
will be consistent with these forward-looking statements, and the differences may be material. These forward- 
looking statements are made as of the date of this prospectus and none of the Issuer, Keystone or their 
respective management or the Underwriters assumes any obligation to update or revise them to reflect new 
events or circumstances. 



PROSPECTUS SUMMARY 


The following is a summary of the principal features of this offering of IPSs and should be read together with the 
more detailed information and financial data and statements contained elsewhere in this prospectus. Unless otherwise 
indicated, the disclosure contained in this prospectus assumes that the steps under the heading "Investment 
Agreement" and r'Post-Closing Structure" have been completed and that the Underwriters' over-allotment option has 
not been exercised. 

KEYSTONE 

We are a leading owner and operator of funeral homes across the United States. Upon completion of this 
offering and our acquisition of Hamilton, we will be the owner of a funeral service business with 177 funeral 
homes and nine cemeteries and, in management's estimate, will be the fifth largest provider of funeral services in 
the United States. Generally, our funeral homes are located in the Midwest, Northeast, Southeast and 
Northwest regions of the continental United States with individual service markets primarily made up of 
non-urban areas. The following map illustrates the states in which we operate: 

177 Funeral Homes - 9 Cemeteries 

Our funeral homes represent well-established businesses with an average age of the original business in 
excess of 50 years. In our respective markets, our funeral homes have historically provided a full range of funeral 
services on both an at-need (at time of death) and pre-need (prior to death) basis. These. services include 
removal of human remains, planning and coordinating personalized funerals and cremations, professional 
embalming, use of our funeral home facilities, merchandise sales, conducting memorial services, performing 
cremation and cemetery interment services. 

Our executive management team is comprised of four seasoned funeral professionals who collectively have 
spent 125 years successfully acquiring, integrating and managing funeral businesses. Local management consists 
substantially of former owners, their former managers and their other key employees. We have very strong 
relationships with the former owners of these funeral businesses, with over 80% still actively supporting our 
funeral homes in some significant way. 



By successfully executing a business strategy that emphasizes operating efficiency and margin improvement, 
we have experienced stable and consistent Normalized Revenue and Normalized EBITDA, as illustrated in the 
following charts: 

Combined Keystone Normalized Revenue(') Combined Keystone Normalized EBITDA(l) 
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(1) EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized measures under GAAP and do not 
have standardized meanings prescribed by GAAP. Therefore, EBITDA, Normalized EBITDA, Normalized Revenue and Distributable 
Cash may not be comparable to similar measures presented by other companies. See "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash" and "Reconciliation of Historical Results to EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". As the Issuer intends to distribute substantially all of the Issuer's cash on an ongoing 
basis, management believes that EBITDA, Normalized EBITDA and Distributable Cash are important measures in evaluating the 
Issuer's performance and in determining whether to invest in IPSs. 



OUR BUSINESS 

Business Strengths 

Our funeral home businesses have a number of attributes that promote stable revenue and EBITDA, 
including: 

Strong Franchise Value: Heritage and tradition are two of the most important factors driving client 
selection of a funeral home. More than 89% of our funeral homes were established before 1960. Our 
funeral homes are typically the largest and premier operations in their respective geographical markets. 
We typically require former owners of the acquired funeral homes to remain active in the daily operations 
for up to five years to facilitate the transition to corporate ownership while leveraging local heritage. 

Focus on Stable Funeral Services: Unlike the four U.S. publicly-traded funeral services companies that 
have cemeteq operations providing approximately 25% to 50% of their revenue, over 95% of our 
revenue and 95% of our EBITDA is derived from our funeral home operations. Revenue in the funeral 
home business is far more stable than in the cemeteq businesses, as services are provided at the time 
of death and therefore involve non-discretionary spending. 

Expansion of Product Offering: Since 2001, we have been implementing a number of value added services 
to increase revenue and secure market share, including the implementation of the 'Key Memories' 
program in our funeral homes that increases family participation in the planning process. In addition, we 
have focused on adding more services to our burial and cremation options and increasing our advance 
planning sales. 

Strong Supplier Relationships: As one of the largest funeral home operators in the U.S., we enjoy 
preferred rates and volume discounts over smaller competitors from many of our suppliers. 

High Quality Portfolio of Diverse Long-Term Sustainable Assets: Our business includes a total of 177 funeral 
homes in 26 states with no one state representing more than 15% of aggregate revenue. We own a 
portfolio of established funeral home businesses, with our average funeral home business having been in 
operation for over 50 years. Our properties also have significant value as real estate assets. 

Focus on Suburban and Rural Markets: Suburban and rural markets, relative to large urban markets, offer 
lower migration rates, stronger community ties, less price sensitivity among consumers and a limited 
number of alternative service providers. In addition, our competition in such areas tends to be smaller 
operators that do not benefit from certain advantages that we enjoy as a national operator. 

Experienced Management Team: Our executive management team has 125 years of combined experience 
in funeral home and cemetery operations and our senior management team has been in place since 1996. 
Our management team has developed expertise in identifying, executing and integrating strategic~ 
acquisitions, completing 65 acquisitions since 1996and assembling; integrating and successfully managing 
the businesses over a period of four to seven years. 

i Growth Strategies 
I 

Our growth strategies are designed to increase market share and enhance profitability. Our organic and 
external growth strategies are outlined below. 

Our organic growth strategy focuses on three key areas: 

Increase revenueper case: We have enhanced service and merchandise packages, and developed a full line 
of marketing materials used in presenting burial and cremation package selections to customers. Package 
presentations generally generate higher revenue than customer selection of individual items. We carefully 



select additional merchandise and service items for inclusion in packages that provide for greater value 
while increasing the overall package price and margin. In addition, we offer a range of personalized 
memorial programs and paper goods, again designed to increase case average while further enhancing 
personalization and thus value for the customer. We have historically been successful in increasing 
average revenue per case, even as case count has varied and cremation levels have increased from year to 
year. 

Increase the volume of full service cremations: In recognition of the growing proportion of cremations, 
arrangement presentations have been designed to ensure that families are well informed as to all 
available options and considerations when contemplating this type of service. The objective of these 
efforts is to increase the number of customers selecting additional service and merchandise options, 
thereby enhancing perceived value and increasing revenue generated by cremations as well as overall 
profit margin percentages. Supporting marketing and advertising materials, together with best practices 
sales training programs, have been developed and are being utilized by our higher volume cremation 
facilities to increase the average revenue per case and number of cremations with memorial service. 

Increase market share: Given the importance of tradition and heritage in selecting a funeral home, gains 
in market share are won through long-term marketing and pre-need sales. To that end, management has 
focused on programs to build awareness of the Keystone tradition and to build goodwill in the 
communities that we serve. In addition, we have remained focused on increasing pre-need sales in our 
funeral business. The growth of our advance planning program at a rate faster than our competition in 
any given market eventually results in direct market share gains from that competition. 

External Growth 

Our external growth strategy focuses primarily on selective strategic acquisitions of existing funeral homes 
that complement our existing portfolio. We believe that growing our organization through acquisitions will 
continue to be a good business strategy, as we enjoy the important synergies and economies of scale from our 
scalable infrastructure. We will seek to capitalize on the quality and location of our existing portfolio of funeral 
homes and lower individual overhead costs by sharing common resources in clusters. When we enter the 
acquisition arena again, we will acquire funeral homes, using a disciplined approach, with deep heritage and 
tradition that are profitable and have the potential to grow revenue and operating margins. 

Acquisition Activity 

In 65 separate transactions, Keystone acquired a net total of 97 funeral homes from inception in 1996 
through 2000. In connection with our acquisition activity, we have developed the following acquisition criteria: 
(i) operating and cultural fit, (ii) favourable community demographics and (iii) an attractive financial profile. We 
also seek to acquire funeral homes in geographic clusters to facilitate the management of the operations and 
sharing of resources. Consistent with the industry as a whole, our acquisition activity decreased after 2000 to 
focus on integrating our portfolio and enhancing operations. 

Hamilton Acquisition 

The acquisition of Hamilton, which will be our largest acquisition to date when it closes concarrently with 
this offering, fits our acquisition criteria and presents an opportunity to realize significant synergies. 
Management expects to realize substantial cost savings in the following areas. 

Corporate Overhead Savings -Reduction of Hamilton's corporate operations by leveraging Keystone's 
corporate head office and accounting infrastructure. 

Procurement Savings -Improvement of margins as a result of increased purchasing power. 

Selling, General and Administrative Efficiencies -Reduction of travel expense as a result of having a 
broader network of operating personnel; and streamlining back office systems through the elimination of 
duplication regarding payroll-benefit services, risk management, compliance and management and 
information systems. 



Leveraging Best Practices -Realizing gains through the utilization of best practices across the 
organization (e-g., 'Key Memories'). 

Management will also continue to consider future acquisitions in accordance with our acquisition criteria 
and disciplined processes. Management believes that, despite the prior period of consolidation in the industry in 
the later 1990s, the industry remains highly fragmented and significant strategic acquisition opportunities exist at 
reasonable valuations. 

Currency Hedging Policy 

We will be exposed to fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar 
because the revenue and expenses of Keystone are in U.S. dollars and the distributions that Keystone will make 
to Keystone North America and Keystone ULC will be paid in Canadian dollars. In order to minimize the 
impact of fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar, we intend to enter 
into a five-year hedging arrangement at an exchange rate of C$1.2272 to US$1.00 at or prior to the closing of 
this offering. See "Summary of Distributable Cash Flow of the Issuer". We will convert substantially all of the 
amounts received by it into Canadian dollars to make distributions in Canadian dollars. We will review our 
hedging policy on an ongoing basis. 

INDUSTRY OVERVIEW 

Introduction 

"Death care" is the overarching term used to refer to the interrelated funeral home and cemetery industry. 
Funeral homes furnish goods and services relating to the preparation of the body and memorialization of the 
deceased. Cemeteries furnish property and goods relating to permanent disposition and remembrance. 

The primary goods and services provided by funeral homes and cemeteries consist of the following: 

Funeral homes: Professional services related to funerals, including preparation of the body; arrangement 
of memorial services; use of funeral facilities and motor vehicles; sale of caskets,urns, burial vaults, burial 
garments; cremation. 

Cemeteries: Sale of interment rights associated with cemetery property including lots, lawn crypts, and 
mausoleum spaces; sale of related merchandise including stone and bronze memorials and burial vaults; 
cremation. 

There are several fundamental differences between the funeral business and the cemetery business. First, 
the funeral business is a service business while the cemetery business is primarily an interment rights or property 
business. As a result, the funeral business has much greater cash flow stability as services are provided at time of 
need and are non-discretionary items that have predictable long-term demand. Cemetery revenue is largely 
derived on pre-need or advance sales that are discretionary and subject to greater volatility. Additionally, 
cemetery sales create an ongoing obligation between the cemetery and the customer whereas funeral services 
are completed at time of death. Finally, funeral homes have more stringent licensing and education 
requirements than cemeteries, increasing barriers to entry. 

Management estimates that there are approximately 22,000 funeral homes and 10,500 cemeteries in the 
United States with small family-owned businesses generating approximately 80% of the death care industry's 
total revenue and the four major U.S. publicly listed companies in the industry (Service Corporation 
International, Alderwoods Group, Inc., Stewart Enterprises, Inc. and Carriage Services, Inc.) representing the 
remaining 20%. Total revenue for the death care industry in 2004 is expected to exceed $15 billion. Management 
believes that the four major U.S. public death care companies operate approximately 11% and 7% of the funeral 
homes and cemeteries in the United States, respectively, and serve approximately 22% of the total funeral cases 
in the United States. 



Attributes of the Funeral Home Business 

The funeral home business is one of the more stable industries in the U.S. Local funeral home businesses 
generally enjoy predictable cash flow due to a variety of favourable attributes, including: 

Predictable and Stable Demand: Funeral service is both stable, due to the inevitability of death, and 
essential, due to the legal need to properly dispose of the body and the religious and cultural need to 
memorialize the deceased. The U.S. Census Bureau projects a 23.2% increase in the number of deaths 
from 2004 to 2025 due in part to the aging of the "Baby Boom" population. 

Significant Barriers to Entry: Entry of a new funeral home in an established market can be difficult due to 
the importance of local heritage and tradition. A recent industry survey found that location, reputation, 
previous experience and pre-need services are the most important factors in selecting a funeral home. 
High barriers to entry also include significant capital investment needed to start a new funeral home and 
the long time needed to develop a sufficient volume of business to provide adequate returns. 

Mature Competition Base: The funeral industry is a very mature industry with most areas already 
adequately served by one or more funeral homes that through decades of operations have developed a 
strong reputation and heritage in their community. Since reputation and heritage are among the strongest 
factors influencing consumer choice, there is less incentive or opportunity to compete on price and new 
funeral homes tend only to open in areas of new development and population growth. 

Attractive Margins: The funeral home industry has demonstrated very strong operating margins, due in 
part to the focus of client families on heritage and tradition rather than on price, as well as the steady and 
predictable level of demand that most funeral homes enjoy. With a largely fixed cost structure, revenue 
achieved through case count increases or expansion of products and services sold typically generate 
substantial improvements in both margins and cash flow. Further improvements in margins have been 
achieved when individual facilities are clustered in a common geographic area, and are thereby able to 
share fixed costs such as vehicles, employees and other resources. 

Ability to Increase Market Share throughAdvance Planning: An increasing number of death care.products 
and services are being sold prior to the time of death, or on a "pre-need" basis. Advance planning is a 
growing trend that is expected to continue as funeral homes expand these programs in order to increase 
market share and in response to consumer preference to control their own funeral arrangements. 
Revenue per case in the funeral home business is not materially different for sales made on a pre-need or 
at-need basis. 

Highly Fragmented Ownership: Despite forty years of funeral consolidation and a particularly active 
period in the 1990s, the death care industry remains highly fragmented. A significant majority of death 
care operators are small, family-owned businesses that control one or several funeral homes in a single 
community. As a result, opportunities for further consolidation and clustering exist that can result in 
enhanced operating efficiencies such as increased buying power and leveraging of resources. 

Market Drivers 

The funeral home business is subject to the following market drivers: 

Local Heritage: Market share is largely a function of goodwill, family heritage and tradition, all of which 
reflect factors that take many years to develop. Market share changes occur slowly. As such, competition 
among funeral homes is long-term and mostly passive based on providing good service, maintaining an 
attractive facility, generating positive word of mouth, offering reasonable prices, and making pre-need 
sales. 

Mortality Rate: The demand for funeral home services is a function of the number of deaths, which, in the 
United States, has varied slightly from year to year due to various factors. The U.S. Census Bureau 
projects an 8.4% increase in the number of deaths from 2004 to 2014 and a 23.2% increase from 2004 to 



2025. The graph below illustrates the historical number of deaths in the United States from 1940 to 2002 
and the projected number of deaths from 2003 to 2025. 
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in the United States 

Years 

-3,000
V )  

Source: Historical data -U.S. Centre for Disease Control 
Projected data -U.S. Census Bureau 

- - ,'. 

Rising Cremation Rate: In recent years, there has been steady growth in the number of individuals and 
families in the United States that have chosen cremation as an alternative to a ground burial. While rates 
of cremation versus rates of burial are important measures, more important to the profitability of the 
funeral home industry is the absolute market size (i.e., the total number of cremation and burial cases). In 
the United States, the overall population has grown substantially and is projected to continue growing. 
This growth has substantially muted the impact of the cremation growth rate, such that the number of 
burials is projected to remain roughly constant over the next twenty-five years. 
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POST-CLOSING STRUCTURE 


The following chart illustrates the ownership structure of the Issuer and the Company immediately after 
this offering and the transactions contemplated in this prospectus. See "Investment Agreement". 
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(1) Upon closing, the Existing Investors (defined herein), Existing Lenders (defined herein) and certain members of management of 
Keystone will own all of the issued and outstanding Class B and C common shares of Keystone, representing a 14.7% voting interest in 
Keystone (6.3% if the over-allotment option is exercised in full). Each Class B and C common share entitles the holder to receive 
distributions from Keystone approximately equivalent to the distributions per IPS received by holders of IPSs. The holders of the 
Class B and C Common shares have the right to request that Keystone enter into good faith negotiations to repurchase their shares in 
certain specified circumstances. Keystone has the right to purchase for cancellation the Class B and Class C common shares in certain 
specified circumstances. See "Investment Agreement', "Securityholders' Agreement", "Retained Interest -Repurchase Events" and 
"Plan of Distribution". The Class B common shares will represent at least 10% of the aggregate value of the common shares of 
Keystone outstanding upon.closing of the offering. 

(2) 	 The financial information of all subsidiaries is consolidated in Keystone's and Hamilton's financial statements that are contained 
elsewhere in this prospectus. 
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SELECTED FINANCIAL AND OPERATING INFORMATION 


The following table sets out selected financial and operating information for the periods indicated that has 
been derived from (and should be read in conjunction with) the historical financial statements of Keystone and 
Hamilton contained elsewhere in this prospectus: 

Financial ~nformation(') 
12 Months 

Ended Nine Months Ended Year Ended 
September 30 September 30 December 31 

2004 2004 2003 2003 2002 2001 

(U.S. dollars in thousands) 
Revenue 

Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $48,583 $35,856 $36,158 $48,885 $50,767 $50,852 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  37,592 27,564 27,399 38,026 40,211 39,337 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $86,175 $63,420 $64,157 $86,911 $90,978 $90,189 


Cost and Expenses (including Corporate, 
General and Administrative) 
Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $34,657 $25,890 $25,881 $34,648 $36,577 $36,611 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  28,215 21,098 21,084 28,201 28,523 28,547 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $62,872 $46,988 $46,965 $62,849 $65,100 $65,158 


EBITDA(2) 
Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $14,358 $10,328 $10,516 $14,546 $14,427 $14,795 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  9,485 6,626 8,189 11,083 13,738 12,913 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $23,843 $16,954 $18,705 $25,629 $28,165 $27,708 


Capital ~xpenditures(~) 
Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,481 $ 1,222 $ 1,289 $ 1,549 $ 1,470 $ 1,083 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  1,247 5 87 962 1,621 1,415 1,146 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,728 $ 1,809 $ 2,251 $ 3,170 $ 2,885 $ 2,229 


Normalized ~evenue(') 
Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $47,923 $35,410 $35,121 $47,634 $47,961 $46,949 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  37,592 27,564 27,999 38,026 40,211 38,607 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $85,515 $62,974 $63,120 $85,660 $88,172 $85,556 


Normalized EBITDAC2) 
Keystone . . . . . . . . . . . . . . . . . . . . . . . .  $14,117 $10,156 $10,396 $14,358 $14,018 $13,654 

Hamilton . . . . . . . . . . . . . . . . . . . . . . . .  9,377 6,466 6,915 9,826 11,688 10,613 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $23,494 $16,622 $17,311 $24,184 $25,706 $24,267 
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Operating Information 
As at As at 

September 30 December 31 
2004 2003 2003 2002 2001 

Number of funeral homes 
Keystone . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  97 101 101 106 107 
Hamilton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  80 86 86 92 93 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  177 187 187 198 200 


Number of cases 
Keystone . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,557 7,865 10,664 11,144 11,091 
Hamilton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,002 6,502 8,694 9,377 9,274 

lbtal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,559 14,367 19,358 20,521 20,365 


Average funeral revenue per case 
Keystone . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,368 $4,218 $ 4,235 $ 4,116 $ 4,180 
Hamilton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,547 4,633 4,600 4,591 4,590 

Combined Average . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,447 $4,406 $ 4,394 $ 4,333 $ 4,367 


(1) 	 The financial information presented in this table is derived from our Canadian GAAP based financial statements. Management does 
not believe that the presentation of the above financial information would be materially different if reported using accounting principles 
generally accepted in the United States. 

(2) 	 EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized measures under GAAP and do not 
have standardized meanings prescribed by GAAP. Therefore, EBITDA, Normalized EBITDA, Normalized Revenue and Distributable 
Cash may not be comparable to similar measures presented by other companies. See "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash" and "Reconciliation of Historical Results to EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". As the Issuer intends to distribute substantially all of the Issuer's cash on an ongoing 
basis, management believes that EBITDA, Normalized EBITDA and Distributable Cash are important measures in evaluating the 
Issuer's performance and in determining whether to invest in IPSs. 



r 

SUMMARY OF DISTRIBUTABLE CASH OF THE ISSUER 


The following analysis has been prepared by management on the basis of the information contained in this 
prospectus and management's estimate of the amount of expenses and expenditures that would have been 
incurred by the Issuer during the 12 months ended September 30,2004 had the Issuer been in existence during 
such period and had the transactions described under the caption "Investment Agreement" been completed at 
the beginning of that period. This analysis is not a forecast or projection of future results. The actual results of 
our operations for any period whether before or after the closing of this offering will differ from the amounts set 
forth in the following analysis, and such differences may be material. Additionally, our operations are subject to 
risks, and in reviewing the following summary of distributable cash, investors are encouraged to consider the 
risks described under the caption "Risk Factors". 

Management believes that, upon completion of this offering, the Issuer and the Company will incur interest 
expenses, additional administrative expenses and taxes that will differ from those contained in the historical 
financial statements of Keystone and Hamilton and the pro foma financial statements of Keystone North 
America that are included elsewhere in this prospectus. In addition, we intend to continue to make maintenance 
capital expenditures consistent with past practices. In order to minimize the impact of fluctuations in the rate of 
exchange between the Canadian dollar and U.S. dollar to those currently in effect, we intend to enter into a 
five-year hedging arrangement to fix the rates of exchange between the Canadian dollar and U.S. dollar for 
substantially all of the amount of distributable cash reflected in the following table. See "Our Business -
Currency Hedging Policy". Although management does not have firm commitments for all of these costs, 
expenses and expenditures and, accordingly, the complete financial impact of these items are not objectively 
determinable, management believes, based on past experience, that the following represents a reasonable 
estimate of the amount of cash that would have been available for distribution for the last twelve months ended 
September 30,2004 had Keystone North America been in existence during such period and had the transactions 
described under the caption "Investment Agreement" and "Post-Closing Structure" been completed at the 
beginning of the period: 

'helve months ended 
September 30,2004 

(In thousands except per IPS numbers and hedge rate) 

Combined Normalized EBITDA(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $23,494 

Management believes that the following items will increase (reduce) the 

amount available for distribution by the Issuer: 
Cost savings from Hamilton acquisition(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,187 
Maintenance capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,900) 
Additional administrative expenses(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,000) 
Interest on new credit facility(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,070) 
Interest on Separate Subordinated Noted6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,182) 
Income taxes paid in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (341) 

Distributable Cash before Cash Holdback . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $17,188 

Distributable Cash Holdback (5%) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  859 


Distributable Cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,329 


Summary of Distributable Cash: 

Interest on Subordinated Notes forming part of IPSs . . . . . . . . . . . . . . . . . . . . . . . .  8,660 

Dividends on Common Shares forming part of IPSs . . . . . . . . . . . . . . . . . . . . . . . .  5,274 

Dividends on Class B and C Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,395 


Distributable Cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $16,329 


Hedge Rate (C$ ~ e r  US$)('). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
 1.2272 

Distributable Cash (C$)(') . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20,039 

Distributable Cash for IPS Unitholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,934 

Distributable Cash for IPS Unitholders (C$)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,100 


Distributable Cash per IPS (C$) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.00 




(1) 	EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized measures under GAAP and do not 
have standardized meanings prescribed by GAAP. Therefore, EBITDA, Normalized EBITDA, Normalized Revenue and Distributable 
Cash may not be comparable to similar measures presented by other companies. See "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash" and "Reconciliation of Historical Results to EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". As the Issuer intends to distribute substantially all of the Issuer's cash on an ongoing 
basis, management believes that EBITDA, Normalized EBITDA and Distributable Cash are important measures in evaluating the 
Issuer's performance and in determining whether to invest in IPSs. 

(2) 	Pro forma for the acquisition of Hamilton and Keystone. 

(3) 	 Includes reductions in Hamilton corporate overhead costs comprised primarily of headcount reductions, elimination of their corporate 
offices, and related expenses (rent, travel, healthcare, etc.) and $300,000 in procurement savings related to casket purchases. 

(4) 	 Represents estimated administrative expenses to be incurred following the offering in connection with ongoing public disclosure 
requirements, investor relations, director fees and other expenses. 

(5) 	 Represents estimated interest on New Credit Facility based on an average of outstanding balances. 

(6) 	 Interest is payable in C$ and is calculated using the hedge rate described in the table and note (7). 

(7) 	 Based on a five-year C$/US$ hedge rate as of January 28, 2005. 

Management believes that the method of determining distributable cash presented in this prospectus is 
comparable to cash flow from operating activities before capital expenditures, certain interest expenses and 
changes in working capital. In addition, the Issuer's method of determining distributable cash is derived from net 
income, which is a measure recognized under GAAP. Net income has been used as the basis for the calculation 
of Distributable Cash because a pro forma statement of cash flows for the Issuer is not available, only a 
pro forma of net income (or loss). This method presents cash that is intended to be distributable based on the 
results of the relevant period, after adjusting for the items set out in the above table. See "Reconciliation of 
Historical Results to EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash". 



THE OFFERING 

Offering: 17,100,000 IPSs. 

Amount: C$171,000,000 

Price: C$10.00 per IPS. 

Over-Allotment Option: The Issuer has granted to the Underwriters an over-allotment option to 
purchase up to 1,668,017 additional IPSs at a price of C$lO.OO per IPS for the 
purpose of covering over-allotments, if any, and for market stabilization 
purposes. The over-allotment option is exercisable from time to time in 
whole or in part until 30 days following the closing of this offering. The net 
proceeds received from any exercise of the over-allotment option will be used 
by the Issuer to acquire additional Class A common shares and preferred 
shares of Keystone, which will in turn use such amounts to redeem Class C 
common shares of Keystone held by Keystone's existing equity holders and 
debt holders and certain of Hamilton's existing debt holders, being: 

in the case of Keystone, Golder, Thoma, Cressey, Rauner Fund V, L.P., 
GTCR Associates V, Robert G. Horn, Steven A. Tidwell, (collectively, 
the "Existing Investors") Heller Financial Inc. and Antares Capital 
Corporation; and 

in the case of Hamilton, TCW Leveraged Income Trust, L.P., TCW 
Leveraged Income Trust 11, L.P., TCWICrescent Mezzanine Partners 11, 
L.P., TCWICrescent Mezzanine Trust 11, Massachusetts Mutual Life 
Insurance Company, MassMutual Corporate Investors, MassMutual 
Participation Investors, Berkshire Fund 111, A Limited Partnership, 
Berkshire Investors LLC, SBIC Partners, L.P. and DFW Capital 
Partners L.P. (collectively and together with Heller Financial Inc. and 
Antares Capital Corporation, the "Existing Lenders"). 

If the over-allotment option is exercised in full, the Issuer will own a 93.7% 
voting interest in Keystone and the Existing Investors, Existing Lenders and 
certain members of management of Keystone will own a 6.3% voting interest. 
See "Plan of Distribution" and "Use of Proceeds". 

IPS Attributes: Each IPS represents: (a) one Common Share; and (b) C$4.286 principal 
amount of Subordinated Notes. 

The ratio of Common Shares to principal amount of Subordinated Notes 
represented by an IPS is subject to change in the event of a share split, 
consolidation or reclassification, or upon a partial redemption or repurchase 
of the Subordinated Notes. 

Holders of IPSs will have the right to separate the IPSs into Common Shares 
and Subordinated Notes at any time after 45 days following the original 
issuance or upon the occurrence of a change of control of Keystone ULC. 
Separation of the IPSs will occur automatically upon a repurchase, 
redemption or maturity of the Subordinated Notes. Similarly, holders of 
Common Shares and Subordinated Notes may, at any time prior to an 
automatic separation of the Subordinated Notes, combine the applicable 
number of Common Shares and principal amount of Subordinated Notes to 
form IPSs. See "Description of the IPSs". 

The Toronto Stock Exchange, or "TSX", has conditionally approved the 
listing of the IPSs and Common Shares. Listing is subject to the Issuer 
fulfilling all of the requirements of the TSX on or before April 22, 2005. 



Use of Proceeds: The estimated net proceeds from this offering, after deducting fees payable 
to the Underwriters and estimated expenses of this offering, will be 
approximately C$155.4 million. In addition, approximately C$10 million 
additional net proceeds will be raised from the sale of the Separate 
Subordinated Notes by Keystone ULC. Upon completion of a series of 
transactions, Keystone North America will acquire 100% of the Class A 
common shares of Keystone; Keystone ULC will acquire 100% of the 
preferred shares of Keystone; and the Existing Investors will acquire Class B 
and C common shares of Keystone and receive cash of approximately 
C$25.6 million. In connection with this offering, a bonus will be paid totaling 
approximately US$1.7 million cash and approximately 95,261 Class B 
common shares to 17 members of Keystone management. These amounts 
shall be paid with cash and shares that would otherwise be payable to the 
Existing Investors and Existing Lenders. In connection with the completion 
of this offering, Keystone expects to acquire the business of Hamilton in 
consideration for cash of C$69.9 million and the issuance of Class B and C 
common shares of Keystone. The remainder of the net proceeds, plus certain 
amounts to be drawn under the New Credit Facility, will be used to repay 
existing indebtedness of Keystone and Hamilton, establish and fund a 
restricted account to pay former owner obligations of Keystone and 
Hamilton, and pay for transition costs associated with the Hamilton 
acquisition. Upon closing of this offering, the Issuer will own all of the issued 
and outstanding Class A common shares and preferred shares of Keystone, 
representing a 85.3% voting interest in Keystone; and the Existing Investors, 
Existing Lenders and certain members of management of Keystone will own 
all of the issued and outstanding Class B and C common shares of Keystone, 
representing a 14.7% voting interest in Keystone. 

If the over-allotment option is exercised, the Issuer will use the net proceeds 
from the exercise of the option to acquire additional Class A common shares 
and preferred shares of Keystone, which will in turn use such amounts to 
redeem Class C common shares held by the Existing Investors and Existing 
Lenders. If the over-allotment option is exercised in full, the Issuer will own a 
93.7% voting interest in Keystone and the Existing Investors, Existing 
Lenders and certain members of management of Keystone will own a 6.3% 
voting interest in Keystone. 

See "Use of Proceeds" and "Investment Agreement". 

Offering of Separate 	 In connection with the offering, Keystone ULC is also selling, on a private 
Subordinated Notes: 	 placement basis, C$10 million principal amount of Separate Subordinated 

Notes. The Separate Subordinated Notes will be identical in all respects to 
the Subordinated Notes represented by IPSs and will be issued under the 
same indenture. Accordingly, holders of Separate Subordinated Notes and 
holders of Subordinated Notes represented by IPSs will vote together as a 
single class, in proportion to the aggregate amount of Subordinated Notes 
they hold, on all matters on which they are eligible to vote under the 
indenture. See "Separate Subordinated Notes Offering". The completion of 
the offering of Separate Subordinated Notes is a condition to the Issuer's sale 
of IPSs. 

New Credit Facility: 	 Keystone America, Inc., a subsidiary of Keystone, will arrange for a new 
credit facility (the "New Credit Facility"). Upon completion of the offering 
and transactions contemplated by the investment agreement, approximately 
$43.1 million will be drawn on the New Credit Facility under the term loan 



portion. No amounts are expected to be drawn under the $15 million 
revolving facility that will be available for future borrowings. See 
"New Credit Facility". 

Retained Interest: Upon closing, the Existing Investors, Existing Lenders and certain members 
of management will own all of the issued and outstanding Class B and C 
common shares of Keystone, representing a 14.7% voting interest in 
Keystone (6.3% if the over-allotment option is exercised in full). Each 
Class B and C common share entitles the holder to receive distributions from 
Keystone approximately equivalent to the distributions per IPS received by 
holders of IPSs. The holders of the Class B and C common shares have the 
right to request that Keystone enter into good faith negotiations to 
repurchase their shares in certain specified circumstances. Keystone has the 
right to purchase for cancellation the Class B and Class C common shares in 
certain specified circumstances. See "Investment Agreement", 
"Securityholders' Agreement", "Retained Interest -Repurchase Events" 
and "Plan of Distribution". The Class B common shares will represent at 
least 10% of the aggregate value of the common shares of Keystone 
outstanding upon closing of the offering. 

Distribution Policy of The board of directors of Keystone North America will adopt a policy that 
Keystone North America: Keystone North America will distribute its available cash to the maximum 

extent possible, subject to applicable law, by way of equal monthly 
distributions of dividends on the Common Shares represented by the IPSs, 
after: 

satisfying its debt service or other obligations, if any, under credit facilities 
or other agreements with third parties; 

satisfying its interest and other expense obligations, including any 
applicable taxes; and 

retaining reasonable working capital or other reserves as may be 
considered appropriate by the board of directors of Keystone North 
America. 

The board of directors of Keystone North America may, in its discretion, 
amend or repeal its dividend policies in respect of the Common Shares. 
Keystone North America's board of directors may decrease the level of 
dividends provided for in any one or more of its dividend policies in respect 
of the Common Shares or discontinue entirely the payment of dividends in 
respect of the Common Shares. 

See "Description of Share Capital of Keystone North America and Keystone 
ULC -Interest Payments and Dividend Policy". 

Dividend and Distribution The board of directors of Keystone is expected to adopt dividend policies in 
Policies of Keystone: respect of its C1ass.A common shares pursuant to which, in the event and to 

the extent it has any available cash for distribution to the holders of Class A 
common shares of Keystone as of the dates such dividends are declared and 
paid, and subject to applicable law and the terms of the New Credit Facility, 
the indenture governing the Subordinated Notes and any other then 
outstanding indebtedness of and the prior payment of distributions in respect 
of the preferred shares, the Class B common shares and Class C common 
shares of Keystone, the board of directors of Keystone will declare cash 
dividends on the Class A common shares. Distributions in respect of and 
dividends on its common and preferred shares will be paid on or before the 
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I Separate Subordinated Notes 

15'~ day of each month (or the next business day if such day is not a 
business day). 

Pursuant to the terms of the preferred shares, cumulative, preferential 
dividends will be paid at a rate per annum of 14.51%. 

The holders of the Class B and C common shares will be entitled to receive, 
as and when declared by Keystone's board of directors, fmed cumulative 
preferential cash dividends at a rate of approximately C$0.6215 per share per 
annum, to be paid after the distributions in respect of the preferred shares 
and prior to any dividend on the Class A common shares. 

After payment of the aforementioned distributions, dividends paid by 
Keystone shall: (i) for periods ending on or before the second anniversary of 
the closing of this offering, be paid pro rata to holders of the Class A, Class B 
and Class C common shares; and (ii) for periods ending after the second 
anniversary of the closing of this offering, be paid to the holders of Class B 
and Class C common shares in an amount on a per share basis equal to 
1.1 times the dividend per share that the holders of the Class A common 
shares are entitled. 

Dividend payments are not mandatory or guaranteed. The board of directors 
of Keystone may, in its discretion, amend or repeal its dividend policies in 
respect of its common shares. Keystone's board of directors may decrease the 
level of dividends provided for in each dividend policy in respect of its 
common shares or discontinue entirely the payment of dividends in respect of 
its common shares. In addition, Keystone's ability to pay dividends will be 
restricted if it does not meet certain financial tests in the New Credit Facility 
and the indenture governing the Subordinated Notes. 

17,100,000 Common Shares will be outstanding following the completion of 
the offering (18,768,017 Common Shares if the Underwriters' over-allotment 
option is exercised in full). 

Each outstanding Common Share carries one vote per share and, subject to 
applicable law, the Common Shares vote as a class on all matters presented 
to the shareholders for a vote. 

Closing of the offering is conditional on, among other things, the approval 
for listing of the Common Shares on the TSX. 

C$73,290,600 aggregate principal amount of 14.5% Subordinated Notes will 
be outstanding following the completion of this offering (C$80,439,721 
aggregate principal amount if the Underwriters' over-allotment is exercised 
in full). Such Subordinated Notes will be represented by IPSs issued under 
this prospectus. 

C$10 million aggregate principal amount of Separate Subordinated Notes 
will be outstanding following the completion of this offering. Such Separate 
Subordinated Notes are being sold on a private placement basis and do not 
form part of the IPSs issued under this prospectus. The distribution of the 
Separate Subordinated Notes is not qualified under this prospectus. 



Market: 

Interest Rate: 


Record and Payment Dates: 


Interest Deferrak 


In certain circumstances, the Subordinated Notes and Common Shares 
represented by the IPSs will separate. There is no market through which the 
Subordinated Notes may be sold and purchasers may not be able to resell 
Subordinated Notes purchased under this prospectus. BMO Nesbitt 
Bums Inc., one of the Underwriters, has advised the Issuer that it currently 
intends to facilitate a market in the Subordinated Notes subject to customary 
market practice and applicable legal and regulatory requirements and 
limitations. 

14.5% per annum. 

Interest will be paid monthly in arrears on or before the 151h day of each 

month (or the next business day if such day is not a business day) 

commencing on March 15,2005, to holders of record on the last business day 

of the preceding month. 


Prior to the fifth anniversary of the closing of the offering, Keystone ULC 

will be permitted to defer interest payments on the Subordinated Notes if 
and for so long as the most recently calculated interest coverage ratio of 
Keystone for the twelve-month period ended on the last day of any month is 
less than the applicable interest deferral threshold described under 
"Description of Notes -Certain Definitions"; provided, however, that no 
such deferral may be commenced, and any ongoing deferral shall cease, if a 
default in payment of interest, principal or premium, if any, on the 
Subordinated Notes has occurred and is continuing, or any other event of 
default with respect to the Subordinated Notes has occurred and is 
continuing and the Subordinated Notes have been accelerated as a result of 
the occurrence of such event of default. Interest payments will not be 
deferred under this provision for more than 24 months in the aggregate or 
beyond the fifth anniversary of the closing of the offering. 

In addition, on up to eight occasions after the fifth anniversary of the closing 
of the offering, interest payments on the Subordinated Notes may again be 
deferred, at Keystone ULC's option; provided, however, that no such deferral 
may be commenced, and any ongoing deferral shall cease, if a default in 
payment of interest, principal or premium, if any, has occurred and is 
continuing, or any other event of default with respect to the Subordinated 
Notes has occurred and is continuing and the Subordinated Notes have been 
accelerated as a result of the occurrence of such event of default. Interest 
payments will not be deferred under this provision for more than eight 
months on any occasion. No interest deferral period after the fifth 
anniversary of the closing of the offering may commence unless and until all 
interest deferred pursuant to any preceding interest deferral period, together 
with interest thereon, has been paid in full. 

Deferred interest on the Subordinated Notes will bear interest at the same 
rate as the stated rate on the Subordinated Notes, compounded monthly, 
until paid in full. Following the end of any interest deferral period, 
Keystone ULC will be obligated to resume monthly payments of interest on 
the Subordinated Notes, including interest paymeilts on deferred interest. 
Keystone ULC will be obligated to repay all interest deferred prior to the 
fifth anniversary of the closing of the offering, including interest accrued on 
deferred interest, on the fifth anniversary of the closing of the offering. 
Pursuant to the terms of the indenture, Keystone ULC may prepay deferred 
interest at any time, except when an interest deferral period is in effect; 
however, the New Credit Facility contains limitations on Keystone ULC's 



ability to prepay deferred interest. See "New Credit Facility." Keystone ULC 
will be obligated to repay all interest deferred after the fifth anniversary of 
the closing of the offering, including interest accrued on deferred interest, on 
or before maturity, provided that at the end of any interest deferral period 
following the fifth anniversary of the closing of the offering, Keystone ULC 
may not further defer interest unless and until all deferred interest, including 
interest accrued on deferred interest, is paid in full. 

If interest payments on the Subordinated Notes are deferred, holders may be 
required to include interest in their income for Canadian federal income tax 
purposes on an economic accrual basis even if they do not receive any cash 
interest payments. 

Maturity Date: The Subordinated Notes will mature 12 years after the date of issuance. 

Principal Repayment: On maturity, Keystone ULC will repay the indebtedness represented by the 
Subordinated Notes by paying the indenture trustee, on behalf of the holders, 
an amount equal to the principal amount of the outstanding Subordinated 
Notes, together with accrued and unpaid interest. 

Optional Redemption: On or after the fifth anniversary of the closing of the offering, Keystone ULC 
may redeem the Subordinated Notes, at its option, at any time in whole and 
from time to time in part, upon not less than 30 nor more than 60 days' 
notice, for cash, at the redemption prices set forth herein together with, in 
each case, accrued but unpaid interest to the date of redemption. Any 
exercise by Keystone ULC of its option to redeem Subordinated Notes, in 
whole or in part, will result in an automatic separation of the IPSs into 
Common Shares and Subordinated Notes. 

Change of Control: Upon the occurrence of a Change of Control, as defined under "Description 
of Subordinated Notes-Change of Control", Keystone ULC will be 
required to make an offer to each holder of Subordinated Notes to 
repurchase that holder's Subordinated Notes at a price equal to 101% of the 
principal amount of the Subordinated Notes being repurchased, plus any 
accrued but unpaid interest to the date of repurchase. However, a holder of 
IPSs will not be able to have its Subordinated Notes repurchased unless such 
holder surrenders the IPSs to the depositary, and receives delivery of the 
Common Shares and Subordinated Notes represented thereby. 

Security and Guarantees: The Subordinated Notes will be an unsecured obligation of Keystone ULC 
and will be guaranteed by Keystone and each direct and indirect 
U.S. domestic subsidiary of Keystone. These guarantees will be subordinate 
in right of payment to all existing and future senior indebtedness of the 
guarantors, including under the New Credit Facility. 

Ranking: The Subordinated Notes will be unsecured senior subordinated indebtedness 
of Keystone ULC and will be subordinated in right of payment, as set forth in 
the indenture governing the Subordinated Notes, to all existing and future 
senior indebtedness of Keystone ULC. 

Restrictive Covenants: The indenture governing the Subordinated Notes will contain covenants with 
respect to Keystone and Keystone ULC that will restrict: 

the incurrence of additional indebtedness; 

the payment of dividends on, and repurchase of, common shares of 
Keystone; 

a number of other types of payments, including certain investments; 

specified sales of assets; 



specified transactions with affiliates; and 

consolidations, mergers and transfers of all or substantially all of the assets 
of Keystone and Keystone ULC. 

The limitations and prohibitions described above are subject to a number of 
important qualifications and exceptions described under "Description of 
Subordinated Notes -Certain Covenants". 

Canadian Income Tax In acquiring an IPS, a holder will be acquiring ownership of a Common Share 
Considerations: and C$4.286 aggregate principal amount of Subordinated Notes represented 

by such IPS. The price paid by a holder for an IPS must be allocated on a 
reasonable basis between the Common Share and the Subordinated Notes 
represented by the IPS in order to determine their respective cost to the 
holder for purposes of the Income Tax Act (Canada) and the regulations 
thereunder (the "Tax Act"). Keystone North America and Keystone ULC 
will allocate the price paid for each IPS on the basis of C$5.714 to the 
Common Share and C$4.286 to the Subordinated Notes represented by each 
IPS, and by purchasing an IPS the holder is deemed to agree to such 
allocation and agrees not to take a contrary position for any purpose. Since a 
holder who holds an IPS will own the Common Share and Subordinated 
Notes represented by such IPS, the Canadian federal income tax 
consequences of owning an IPS (including the taxation of dividends and 
interest on the Common Share and Subordinated Notes, respectively, and the 
tax treatment of disposing of the Common Share and Subordinated Notes 
upon the disposition of an IPS representing such securities) will not differ 
from those associated with owning those securities. In particular, a holder 
will be required to include in computing its income for a taxation year all 
interest on the Subordinated Notes that accrues or becomes receivable or is 
received by the holder in that year. Also, dividends on the Common Shares 
received by a holder will be required to be included in computing the holder's 
income for purposes of the Tax Act. See "Certain Canadian Federal Income 
Tax Considerations". 

U.S. Income Tax Ownership of IPSs should be treated for U.S. federal income tax purposes as 
Considerations for direct ownership of the Common Shares and Subordinated Notes 
Non-U.S. Holders: constituting the IPSs, and the purchase price of an IPS should be allocated 

between its constituent Common Share and Subordinated Note in proportion 
to their respective fair market values at the time of purchase. Assuming the 
Subordinated Notes are treated as debt for U.S. federal income tax purposes, 
Keystone will be treated as the issuer of the notes and will be treated as 
paying interest directly to IPS holders. A Non-U.S. Holder, as defined in 
"Certain U.S. Federal Income Tax Considerations," will generally not be 
subject to U.S. federal income tax or withholding tax with respect to interest 
paid on the Subordinated Notes or with respect to distributions on the 
Common Shares, provided the Non-U.S. Holder satisfies certain 
documentation requirements and is not a Disqualified Recipient, as defined 
in "Description of the Subordinated Notes -Certain Definitions", and such 
interest and distributions are not effectively connected with such holder's 
conduct of a trade or business within the U.S. 

Kirkland & Ellis LLP, U.S. tax counsel to the Issuer, and Torys LLP, U.S. tax 
counsel to the Underwriters (together, "U.S. Tax Counsel"), have advised the 
Issuer and the Underwriters, as applicable, that the Subordinated Notes 
should be treated as debt for U.S. federal income tax purposes. Therefore, 
Keystone intends to deduct interest paid on the Subordinated Notes in 



Risk Factors: 

computing its U.S. taxable income. However, there is no authority that 
directly addresses the tax treatment of securities similar to the Subordinated 
Notes that are offered in circumstances similar to this offering (ie., as part of 
a unit that includes Common Shares). In light of this absence of direct 
authority, U.S. Tax Counsel cannot conclude with certainty that the 
Subordinated Notes will be treated as debt for U.S. federal income tax 
purposes, and, although Keystone intends to take the position that the 
Subordinated Notes are debt for U.S. federal income tax purposes, there can 
be no assurance that this position will not be challenged by the Internal 
Revenue Service. If such a challenge were sustained, interest payments on 
the Subordinated Notes would be recharacterized as non-deductible 
distributions with respect to Keystone ULC's equity, and Keystone's net 
taxable income and thus its U.S. federal income tax liability would be 
materially increased. As a result, Keystone's after-tax cash flow would be 
reduced and Keystone ULC's ability to make interest payments on the 
Subordinated Notes and Keystone North America's ability to make 
distributions with respect to the Common Shares could be materially and 
adversely impacted. In addition, if the Subordinated Notes are treated as 
equity, Keystone could be liable for U.S. withholding taxes on any interest 
previously paid to Non-U.S. Holders. 

Prospective purchasers should consult their own tax advisors regarding the 
U.S. federal and state tax implications of an investment in IPSs. See "Certain 
U.S. Federal Income Tax Considerations". 

The risks associated with an investment in the IPSs and the underlying 
Common Shares and Subordinated Notes include: 

With respect to the business: changes in the number of deaths are difficult to 
predict from market to market over the short term; our high fixed cost base 
makes us vulnerable to fluctuations in revenue; increasing number of 
cremations in the United States; we may not respond effectively to changing 
consumer preferences; increase in price competition in the funeral home and 
cemetery markets; we require access to capital resources to successfully 
acquire businesses and further issuances of securities could result in dilution; 
we may not successfully integrate Hamilton into our existing operations; 
increasing insurance benefits related to prearranged funeral contracts funded 
through life insurance or annuity contracts may not cover future increases in 
the cost of providing a price guaranteed funeral service; earnings from and 
principal of trust funds and escrow accounts could be reduced; we depend on 
our key personnel for the future success of the business and may have 
difficulty retaining or attracting such persons; increased advertising or more 
effective marketing by competitors could cause us to lose market share and 
revenue or cause us to incur increased costs in order to retain or recapture 
our market share; changes or increases in, or failure to comply with, 
regulations and licensing requirements; and environmental regulations 
governing our activities could become inore stringent in the future and 
require us to expend additional funds for environmental compliance. 

With respect to the capital structure: the Issuer is dependent on the 
Company for all cash available for distributions; a significant amount of our 
cash is distributed, which may restrict potential growth; the Issuer may not 
receive dividends from Keystone provided for in the dividend policy the 
board of directors of Keystone is expected to adopt or any dividends at all; 
subject to restrictions set forth in the indenture, the Issuer may defer the 



payment of interest to hoIders of the Subordinated Notes (including holders 
of IPSs) for a significant period of time; fluctuations in the exchange rate 
may impact the amount of cash available to the Issuer for distribution; our 
substantial consolidated indebtedness could negatively impact our business; 
Keystone ULC may not be able to make an offer to repurchase the 
Subordinated Notes upon a change of control as required by the indenture; 
changes in the Issuer's credit worthiness may affect the value of the IPSs, 
Common Shares and Subordinated Notes; the restrictive covenants in our 
New Credit Facility and the Indenture (as defined herein) could impact our 
business and affect our ability to pursue our business strategies; deferral of 
interest payments may have adverse Canadian federal income tax 
consequences for holders and may adversely affect the trading price of the 
IPSs; future sales, or the possibility of future sales of a substantial amount, of 
IPSs, Common Shares or Subordinated Notes may impact the price of the 
IPSs, the Common Shares and Subordinated Notes and could result in 
dilution; the U.S. Internal Revenue Service may challenge the 
characterization of the Subordinated Notes as debt; if the Issuer 
subsequently issues Subordinated Notes with significant OID (as defined 
herein), the Issuer may not be able to deduct all of the interest on the 
Subordinated Notes; an allocation of IPS purchase price that results in OID 
may reduce the amount a holder can recover upon an acceleration of the 
payment of principal due on the Subordinated Notes or in the event of the 
Issuer's bankruptcy; the Company or other payor may not be able to properly 
report OID to the holders of IPSs or Subordinated Notes and the IRS, and 
hence may become subject to substantial IRS penalties for such failure; the 
Subordinated Notes issued in this offering or Subordinated Notes issued in a 
subsequent offering may have OID for U.S. federal income tax purposes; 
certain U.S. tax considerations may discourage third parties from pursuing a 
tender offer, take-over bid or other change of control transaction; we may 
not be able to make all principal payments on the Subordinated Notes; there 
is no public market for the IPSs, Common Shares and Subordinated Notes 
and holders may have limited liquidity; the market price for the IPSs, 
Common Shares or Subordinated Notes may be volatile; the Company's 
interest deductions on the Subordinated Notes are likely "dual consolidated 
losses7' for U.S. federal income tax purposes and may result in disallowance 
of interest deductions if certain "triggering events" occur; recent federal 
U.S. income tax legislation; ownership change will limit our ability to use 
certain losses for U.S. federal income tax purposes and may increase our tax 
liability; and because Keystone, the promoter of this offering, is organized 
under the laws of a foreign jurisdiction and resides outside of Canada, certain 
civil liabilities and judgments may not be enforceable against it. 

Cash distributions on the Common Shares and payments of interest and 
principal on Subordinated Notes are not assured and are dependent on our 
financial performance, debt covenants and other contractual obligations, 
working capital requirements, future capital requirements and the 
deductibility for U.S. federal income tax purposes of interest payments on 
the Subordinated Notes, all of which are susceptible to a number of risks. See 
"Risk Factors7'. 



THE ISSUER AND KEYSTONE 

Keystone North America 

Keystone North America is a corporation established under the laws of Ontario. Upon completion of this 
offering, Keystone North America will own all of the Class A common shares of Keystone. The registered head 
office of Keystone North America is located at Suite 2400, 250 Yonge Street, Toronto, Ontario, M5B 2M6. 

Keystone ULC 

Keystone ULC is an unlimited liability company organized under the laws of Nova Scotia. Upon completion 
of this offering, Keystone ULC will own all of the preferred shares of Keystone. The head office of 
Keystone ULC is located at Suite 2400, 250 Yonge Street, Toronto, Ontario, M5B 2M6. 

Keystone 

We are a leading owner and operator of funeral homes across the United States. Upon completion of this 
offering and Keystone's acquisition of Hamilton, we will be the owner of a funeral service business with 177 
funeral homes and nine cemeteries and, in management's estimate, will be the fifth largest provider of funeral 
services in the United States. Generally, our funeral homes are located in the Midwest, Northeast, Southeast and 
Northwest regions of the continental United States with individual service markets primarily made up of 
non-urban areas. 

Our funeral homes represent well-established businesses with an average age of the original business in 
excess of 50 years. In our respective markets, our funeral homes have historically provided a full range of funeral 
services on both an at-need (at time of death) and pre-need basis (prior to death). These services include 
removal of human remains, planning and coordinating personalized funerals and cremations, professional 
embalming, use of our funeral home facilities, merchandise sales, conducting memorial services, performing 
cremation and cemeteq interment services. 

Our executive management team consists of four seasoned funeral professionalswho collectivelyhave spent 
125 years successfully acquiring, integrating and managing funeral businesses. Local management is comprised 
substantially of former owners, their former managers and their other key employees. We have very strong 
relationships with the former owners of these funeral businesses, with over 80% still actively supporting our 
funeral homes in some significant way. 

Keystone is a corporation established under the laws of Delaware with its registered head office at 
400 North Ashley Drive, Suite 1900, Tampa, Florida. 

INDUSTRY OVERVIEW 

Introduction 

"Death care" is the overarching term used to refer to the interrelated funeral home and cemeteq industq. 
Funeral homes furnish goods and services relating to the preparation of the body and memorialization of the 
deceased. Cemeteries furnish property and goods relating to permanent disposition and remembrance. Both 
funeral homes and cemeteries may offer cremation. In addition there are cremation specialists that offer, solely 
or primarily, cremation. 

The primaq goods and services provided by funeral homes and cemeteries consist of the following: 

Funeral homes: Professional services related to funerals, including preparation of the body; arrangement 
of memorial services; use of funeral facilities and motor vehicles; sale of caskets, urns, burial vaults, burial 
garments; cremation. 

Cemeteries: Sale of interment rights associated with cemeteq property including lots, lawn cqpts, and 
mausoleum spaces; sale of related merchandise including stone and bronze memorials and burial vaults; 
cremation. 



There are several fundamental differences between the funeral business and the cemetery business. First, 
the funeral business is a service business while the cemetery business is primarily an interment rights or property 
business. As a result, the funeral business has much greater cash flow stability as services are provided at time of 
need and are non-discretionary items that have predictable long-term demand. Cemetery revenue is largely 
derived on pre-need or advance sales that are discretionary and subject to greater volatility. Additionally, 
cemetery sales create an ongoing obligation between the cemetery and the customer whereas funeral services 
are completed at time of death. Finally, funeral homes have more stringent licensing and education 
requirements than cemeteries, increasing barriers to entry. 

Management estimates that there are approximately 22,000 funeral homes and 10,500 cemeteries in the 
United States with small family-owned businesses generating approximately 80% of the death care industry's 
total revenue and the four major U.S. publicly listed companies in the industry (Service Corporation 
International, Alderwoods Group, Inc., Stewart Enterprises, Inc. and Carriage Services, Inc.) comprising the 
remaining 20%. Total revenue for the death care industry in 2004 is expected to exceed $15 billion. Management 
believes that the four major U.S. public death care companies operate approximately 11% and 7% of the funeral 
homes and cemeteries in the United States, respectively, and serve approximately 22% of the total funeral cases 
in the United States. 

Attributes of the Funeral Home Business 

The funeral home business is one of the more stable industries in the U.S. Local funeral home businesses 
generally enjoy predictable cash flow due to a variety of favourable attributes, including: 

Predictable and Stable Demand: Funeral service is both stable, due to the inevitability of death, and 
essential, due to the legal need to properly dispose of the body and the religious and cultural need to 
memorialize the deceased. The U.S. Census Bureau projects a 23.2% increase in the number of deaths 
from 2004 to 2025 due in part to the aging of the "Baby Boom" population. 

Significant Barriers to Entry: Entry of a new funeral home in an established market can be difficult due to 
the importance of local heritage and tradition. A recent comprehensive industry survey found that 
location, reputation, previous experience and pre-need services are the most important factors in 
selecting a funeral home. High barriers to entry also include significant capital investment needed to start 
a new funeral home and the long time needed to develop a sufficient volume of business to provide 
adequate returns. Other challenges to new businesses include local zoning restrictions, regulatory 
burdens (including licensing) and a scarcity of prime locations. 

Mature Competition Base: The funeral industry is a very mature industry with most areas already 
adequately served by one or more funeral homes that through decades of operations have developed a 
strong reputation and heritage in their community. Since reputation and heritage are among the strongest 
factors influencing consumer choice, there is less incentive or opportunity to compete on price and new 
funeral homes tend only to open in areas of new development and population growth. 

Attractive Margins: The funeral home industry has demonstrated very strong operating margins, due in 
part to the focus of client families on heritage and tradition rather than on price, as well as the steady and 
predictable level of demand that most funeral homes enjoy. With a largely fixed cost structure, revenue 
achieved through case count increases typically generate substantial improvements in both margins and , 

cash flow. In addition, due to relatively limited variable costs, incremental revenue earned through efforts 
to expand products and services sold, including additional services in connection with cremations, has led 
to superior margins at individual locations. Further improvements in margins have been achieved when 
individual facilities are clustered in a common geographic area, and are thereby able to share fixed costs 
such as vehicles, employees and other resources. 

Ability to Increase Market Share throughAdvance Planning: An increasing number of death care products 
and services are being sold prior to the time of death, or on a "pre-need" basis, by death care providers 
who have developed sophisticated marketing programs in an effort to expand their market share and 
secure future revenue. Advance planning is a growing trend that is expected to continue as funeral homes 
expand these programs in order to increase market share and in response to consumer preference to 



control their own funeral arrangements. Revenue per case in the funeral home business is not materially 
different for sales made on a pre-need or at-need basis. 

Highly Fragmented Ownership: Despite forty years of funeral consolidation and a particularly active 
period in the 1990s, the death care industry remains highly fragmented. A significant majority of death 
care operators are small, family-owned businesses that control one or several funeral homes in a single 
community. As a result, opportunities for further consolidation and clustering exist that can result in 
enhanced operating efficiencies such as increased buying power and leveraging of resources. 

Differences Between Funeral Home and Cemetery Businesses 

The fiineral business is primarily a service business, while the cemetery business is primarily an interment 
rights or property business. These fundamental differences are reflected in several ways: 

Cashflow stability.- Goods and services provided by funeral homes and cemeteries at the time of need are 
basic, non-discretionary items for which there is predictable, long-term demand. Unlike funeral home 
services, however, cemetery services are more discretionary and cemeteries derive a significant portion of 
revenue from advance sales that are more subject to volatility and cancellation. Cemetary services are 
also continued over a long period of time following death with no opportunity to recover unanticipated 
cost increases. Funeral home revenue is inherently more stable and predictable because services are 
performed and revenue is recognized at the time of death. 

Licensing and education requirements: Funeral directors are trained, licensed professionals in 49 of the 
50 U.S. states. In many jurisdictions, funeral directors also are required to meet certain continuing 
education requirements. In a number of states, funeral homes also must be licensed. Cemeterians are 
primarily in the business of selling interment property and typically have no minimum education 
requirements to operate a cemetery or to complete a sale of cemetery property. 

Length of obligation: Funeral directors are primarily in the business of caring for the deceased and the 
bereaved through preparation (embalming) of the body and arrangement and oversight of 
memorialization services. These services can be sold at any time but cannot be completed until after 
death. Once completed the funeral home has no further obligations. The sale of interment property rights 
is completed at the time of sale whether in advance or at the time of death and each sale creates a binding 
on-going obligation between the cemetery and the customer. 

Consolidation 

The funeral home business experienced a period of dramatic consolidation in the 1990s. Specifically, larger 
organizations actively pursued acquisitions of family-owned funeral services businesses. At the peak of the 
consolidation trend in 1999,many of the consolidators found themselves with over-leveraged balance sheets and 
diminished access to capital; and the competition for acquisitions had driven the price for funeral homes 
businesses to historic highs. As a result, following 1999, acquisition activity decreased significantly and many 
consolidators focused on integrating their acquired businesses and streamlining operations (including selective 
divestitures of funeral homes). Despite the consolidation boom in the 1990s, the industry remains highly 
fragmented as evidenced by the fact that the four U.S. public death care companies only operate approximately 
11%of funeral homes in the United States. 

Market Drivers 

Local Heritage 

Market share is largely a function of goodwill, family heritage and tradition. A recent survey conducted by 
the National Funeral Directors Association, or "NFDA", which received responses from over 12,259 families in 
the United States, listed the top eight reasons for selecting a funeral home. The primary reasons to choose a 
funeral home, set out in the chart below, all reflect factors that take many years to acquire. Market share 
changes occur slowly. As such, competition among funeral homes is long-term and mostly passive based on 
providing good service, maintaining an attractive facility, generating positive word of mouth, offering reasonable 
prices, and making pre-need sales. Advertising is a comparatively small consideration. 



Reasons for Selecting a Funeral Home 
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Source: NFDA 

Mortality Rate 

The demand for funeral home services is a function of the number of deaths. The number of deaths in the 
United States has varied slightly from year to year, due to factors such as the severity of the weather, outbreaks 
of diseases such as influenza, and fluctuations in the absolute magnitude of older age groups. The U.S. Census 
Bureau projects an 8.4% increase in the number of deaths from 2004 to 2014 and a 23.2% increase from 2004 to 
2025. While growth in deaths is a natural result of a growing population, the projected increase in the number of 
deaths after 2010 is also due to the aging of the large 'Baby Boomer' demographic segment consisting of 
individuals born from 1946 to 1964. In 2011, the oldest 'boomers' will reach 65 years of age. The graph below 
illustrates the historical number of deaths in the United States from 1940 to 2002 and the projected number of 
deaths from 2003 to 2025. 
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The following table illustrates managements' estimate of the impact of the increase in the number of deaths 
will have on the average number of cases per funeral home per year based on the current number of funeral 
homes in the United States. 

Expected Growth in the Annual Number of Cases 
Per Funeral Home 
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Industry studies indicate that medical advances in treating heart, cancer and other major diseases that often 
cause death have resulted in an increase in the age of the average population. In 2001, life expectancy reached a 
record high of 77.2 years in the U.S. Although death is physically inevitable, medical and other advances may 
continue to extend life expectancies. 

Rising Cremation Rate 

In recent years, there has been steady, gradual growth in the number of individuals and families in the 
United States that have chosen cremation as an alternative to a ground burial. While cremation represented 
approximately 10% of total dispositions in the U.S. in 1980, the Cremation Association of North America, or 
CANA, currently projects that cremation will account for 36% of total U.S. dispositions by 2010 and 44% by 
2025. Management believes that Americans who would prefer cremation tend to be well-educated, earn 
higher-than-average incomes and reside in the western U.S. (states west of the Great Plains) and the state of 
Florida, which have the highest concentration of cremations. Areas with large retiree populations and areas with 
significant populations with Asian heritage also exhibit pronounced preferences for cremation. Those people 
that prefer burials over cremations typically live in small towns and rural communities where migration rates are 
lowest. For example, much of the southern and midwestern United States exhibits a significantly lower rate of 
cremation. 

The following table illustrates CANA's projected growth in the number of cremations on an absolute scale, 
and relative to traditional burials. 

U.S. Cremations, Burials and Deaths 
"4 ,m ,, .  . . . . 
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e - Burials 

Source: CANA 



While rates of cremation versus rates of burial are important measures, more important to the profitability 
of the funeral home industry is the absolute market size (i.e.,the total number of cremation and burial cases). In 
the United States, the overall population has grown substantially and is projected to continue growing. This 
growth has substantially muted the impact of the cremation growth rate, such that the number of burials is 
projected to remain roughly constant over the next twenty-five years. As shown in the chart above, over the next 
25 years expected growth in dispositions is almost entirely in cremation while the burial market is expected to 
remain at a relatively stable level of case volume. 

Seasonality 

Industry experience indicates that slightly more deaths occur in the four month period between December 
and March. Management believes that, on average, approximately 36% of annual deaths occur during this 
period. Management attributes this seasonal variation to adverse weather and certain illnesses that generally 
occur during the winter months. 

Industry Economics 

Revenue 

Funeral homes generate revenue through fees for services and sale of merchandise. Fees for service include 
basic service fees, embalming, cremation, use of facilities, use of vehicles, and transfer of remains. Merchandise 
sales include caskets, outer burial containers, urns, urn vaults and other enclosures and miscellaneous items such 
as paper goods. Ancillary revenue may be generated from commissions on pre-need insurance sales, trade 
embalming, trade cremation and shipping. 

The average selling price for a regular adult funeral (service and casket only) in the U.S. was $5,525 in 
May 2004 according to the Federated Funeral Directors of America, or FFDA. FFDA calculated this average 
from their client base of almost 1,500 funeral homes in 44 states, which is heavily weighted toward traditional 
burial. The average selling price has shown a steady rise over the past twenty-five years as shown in the graph 
below. 

Average Selling Price for Regular Adult Funeral 
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Cremation has historically been mistakenly marketed by many funeral homes as a less costly disposition 
alternative in the United States. Today, cremation is marketed by leading funeral homes as part of a complete 
package offering additional products and services that includes traditional funeral services and memorialization 
with an emphasis on customization. Cremations usually have higher gross profit margins than traditional funeral 
services but usually result in lower total revenue and gross profit dollars per service. Also, the gross dollar 



revenue that may be generated by a cremation case can vary greatly depending on the other services and 
products sold with the cremation. 

The following chart illustrates the service options provided by funeral homes and management's estimates 
as to the different revenue and margins they generate. 

Cremation with Cremation with 
Burial with 'Ikaditional 'Ikaditional Memorial Service Direct 

Approximate Revenue Funeral Service $6,500 Funeral Service $4,800 (no casket) $2,800 Cremation $1,500 

Services Provided 

I ]Cremation 

Gross Margin (percent) Mid 80s High 80s Low 90s Mid 90s 

Advance Planning 

Although funeral services cannot be provided prior to death, funeral services can be arranged or purchased 
in advance of need, a process referred to in the funeral industry as 'advance planning7 or 'pre-need'. The 
payment from pre-need sales is either placed in a 'pre-need trust' or is used to purchase a 'pre-need insurance7 
policy that will pay out at time of death. In either case, the funeral home has generally guaranteed to furnish the 
funeral at a price equal to the accrued value of the trust or the appreciated value of the insurance policy. Life 
insurance proceeds and principal amounts deposited in trust funds are available at the time funeral services are 
performed. Income earned on the trust funds is generally accumulated in the trust and is intended to cover 
future increases in the cost of providing price-guaranteed funeral services. Advance planning builds a book of 
future business that helps create an additional barrier to future competition and expand market share while 
building consumer awareness that strengthens local heritage and reputation. 

Operating Expenses 

Funeral homes typically exhibit predictable expense patterns. The two largest expense categories, personnel 
and cost of goods sold, will usually comprise 30% and 15% of revenue, respectively, with no other category alone 
counting for as much as 11%of the expense base assuming facilities are owned. 

Savings can be created with greater facility volume or by sharing resources, such as vehicles and staff, 
among a group of funeral homes within a service area or cluster. 

Regulation 

Primary regulation of funeral homes operating in the United States is on the state level. Most states require 
licensing and supervision of individuals who provide funeral related services. Non-compliance with these 
regulations can result in fines or suspension of licenses. 

State laws also govern the operation of pre-need trusts and establish such requirements as minimum deposit 
amounts (which are in some instances less than 100% of amounts received) and trust withdrawals (earnings may 
be permitted to be withdrawn annually rather than accumulate until the date of death in some states). State law 
also governs pre-need insurance operations but features of pre-need insurance are generally consistent with the 
sale of other insurance products. Pre-need policies are purchased with a face amount equal to the then-current 
retail price of contracted funeral services. The rate of appreciation on the policy is set by the insurance company 
and is typically based on a number of factors including the amount of the commission paid by the insurance 
company to the agent (usually the funeral home or an affiliate). 



Funeral homes also must comply with federal laws and regulations. One area of U.S. federal regulation that 
is unique to funeral homes include the laws and regulations administered by the Federal Trade Commission, or 
FTC. The FTC administers the Trade Regulation Rule on Funeral Industry Practices that defines certain acts or 
practices as unfair or deceptive and contains certain requirements to prevent these acts or practices. The 
preventive measures require a funeral provider to give consumers accurate, itemized price information and 
various other disclosures about funeral goods and services and prohibit a funeral provider from: 
(1) misrepresenting legal, crematory and cemetery requirements, (2) embalming without permission, 
(3) requiring the purchase of a casket for direct cremation and (4) requiring consumers to buy certain funeral 
goods or services as a condition for furnishing other funeral goods or services. F'rior to each arrangement 
conference and before discussing any matters relating to price of goods or service with a decedent's family, a 
funeral home must provide a list of goods and services offered in hardcopy and printed in a specified format. 
This list is known as a 'General Price List' or 'GPL' and is mandated by the FTC. 

Funeral homes are also subject to U.S. federal, state and local laws and regulation related to environmental 
protection. Some of the areas governed by the laws and regulations include air emissions, waste water discharge, 
waste management and disposal, hazardous material storage and handling and workplace safety. 

OUR BUSINESS 

Business Overview 

We are a leading owner and operator of funeral homes across the United States. Upon completion of this 
offering and our acquisition of Hamilton, we will be the owner of a funeral service business with 177 funeral 
homes and nine cemeteries and, in management's estimate, will be the fifth largest provider of funeral services in 
the United States. Generally, our funeral homes are located in the Midwest, Northeast, Southeast and 
Northwest regions of the continental United States with individual service markets primarily made up of 
non-urban areas. The following map illustrates the states in which we operate: 

177 Funeral Homes - 9Cemeteries 

Our funeral homes represent well-established businesses with an average age of the original business in 
excess of 50 years. In our respective markets, our funeral homes have historically provided a full range of funeral 
services on both an at-need (at time of death) and pre-need (prior to death) basis. These services include 
removal of human remains, planning and coordinating personalized funerals and cremations, professional 
embalming, use of our funeral home facilities, merchandise sales, conducting memorial services, performing 
cremation and cemetery interment services. 



Our executive management team is comprised of four seasoned funeral professionals who collectively have 
spent 125years successfully acquiring, integrating and managing funeral businesses. Local management consists 
substantially of former owners, their former managers and their other key employees. We have very strong 
relationships with the former owners of these funeral businesses, with over 80% still actively supporting our 
funeral homes in some significant way. 

By successfully executing a business strategy that emphasizes operating efficiency and margin improvement, 
we have experienced stable and consistent Normalized Revenue and Normalized EBITDA, as illustrated in the 
following charts: 

Combined Keystone Normalized Revenue(') Combined Keystone Normalized EBITDA(') 

1999 2000 2001 2002 2003 LTM 
SEP 30 

Keystone Hamilton 2004 

-... 
1999 2000 2001 2002 2003 LTM 

SEP30 
Keystone l!!$lHamilton--t-EBlTDAMargin 2004 

(1) EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized measures under GAAP and do not 
have standardized meanings prescribed by GAAP. Therefore, EBITDA, Normalized EBITDA, Normalized Revenue and Distributable 
Cash may not be comparable to similar measures presented by other companies. See "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash" and "Reconciliation of Historical Results to EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". As the Issuer intends to distribute substantially all of the Issuer's cash on an ongoing 
basis, management believes that EBITDA, Normalized EBITDA and Distributable Cash are important measures in evaluating the-
Issuer's performance and in determining whether to invest in IPSs. 

History of the Business 

The Keystone business was founded in 1996 and developed into a leading funeral home business through 
65 separate acquisition transactions from 1996 to 2000. Since its inception, the business has been run by its four 
key principals, who have functioned as a management team in the death care industry since 1994. Management 
focused its growth on non-urban areas across the eastern United States. The Hamilton business began 
operations in 1992, clustering its funeral homes in suburban, semi-rural markets to take advantage of less 
competitive markets. 

Since 2000, there has been limited consolidation in the industry due to constrained access to capital. As a 
result, management has focused on organic growth strategies to develop market share and increase profitability. 
The Company now spans across the United States and has a demonstrated track record of strong and consistent 
cash flows. . . 

The Company is the product of the indirect acquisition of the Hamilton business by Keystone and the 
combination of the two businesses under a common ownership structure. Management believes that the 
combination will significantly expand the capabilities of Keystone through the joining of two strong and 
profitable funeral home operators, creating opportunities for operating efficiencies and the ability to leverage 
opportunities for further consolidation in the industry. 

The same individuals who have successfully led the Keystone group will bring the discipline and focus it 
brought to executing its business plan to the integration of Hamilton. 

Business Strengths 

Our funeral home businesses have a number of attributes that promote stable revenue and EBITDA, 
including: 

Strong Franchise Value: Heritage and tradition are two of the most important factors driving client 
selection of a funeral home. More than 89% of our funeral homes were established before 1960. Our 



funeral homes are typically the largest and premier operations in their respective geographical markets. 
For this reason, we typically have not changed the name of acquired operations. We also typically require 
former owners of the acquired funeral homes to remain active in the daily operations for up to five years 
to facilitate the transition to corporate ownership while leveraging local heritage. 

Focus on Stable Funeral Services: Unlike the four U.S. publicly-traded funeral services companies that 
have cemetery operations providing approximately 25% to 50% of their revenue, over 95% of our 
revenue and 95% of our EBITDA is derived from our funeral home operations. Revenue in the funeral 
home business is far more stable than in the cemetery businesses, as services are provided at the time 
of death and therefore involve non-discretionary spending. 

Expansion of Product mering: Since 2001, we have been implementing a number of value added services 
to increase revenue and secure market share. For example, we recently implemented the 'Key Memories' 
program in our funeral homes that increases family participation in the planning process, which leads to 
greater satisfaction and increased sales and operating margins. In addition, we have focused on adding 
more services to our burial and cremation options and increasing our advance planning sales. 

Strong Supplier Relationships: As one of the largest funeral home operators in the U.S., we enjoy 
preferred rates and volume discounts from many of our suppliers. Management believes that our rates 
from suppliers are significantly better than those available to many of our competitors. 

High Quality Portfolio of Diverse Long-Term Sustainable Assets: Our business includes a total of 
177 funeral homes in 26 states with no one state representing more than 15% of aggregate revenue. We 
own a portfolio of established funeral home businesses with 99% having been in operation for more than 
ten years. Our average funeral home business has been in operation for over 50 years. Our clusters of 
funeral homes represent strong platforms for organic growth and the potential exists to further increase 
profit margins through selective investment to enhance existing properties. Our properties, in addition to 
being exceptional funeral homes, also have significant value as real estate assets. 

Focus on Suburban and Rural Markets: Suburban and rural markets, relative to large urban markets, offer 
lower migration rates, stronger community ties, less price sensitivity among consumers and a limited 
number of alternative service providers. In addition, our competition in such areas tends to be smaller 
operators that do not benefit from certain advantages that we enjoy as a national operator, including: 
volume discounts for merchandise and supplies, a sophisticated management team and information 
systems that provide strategic direction and allow us to share information across our organization, and 
access to capital to compete for acquisitions. 

Experienced Management Team: Our four founders, who comprise our executive management team, have 
125 years of combined experience in funeral home and cemetery operations. Our senior management 
team has been in place since 1996 and the majority of whom have worked together since 1992. We have 
completed 65 acquisitions since 1996 and assembled a diverse pool of quality funeral home businesses, 
integrated the businesses under common ownership and successfully managed the businesses over a 
period of four to seven years. Our management team has developed expertise in identifying, executing 
and integrating strategic acquisitions. At the local level, our funeral homes and cemeteries are typically 
managed by former owners and long-time key employees with extensive care experience. 

Growth Strategies 

Our growth strategies are designed to increase market share and enhance profitability. Our organic and 
external growth strategies are outlined below. 

Organic Growth 

Our organic growth strategy focuses on three key areas: 

Increase revenueper case: We have enhanced service and merchandise packages, and developed a full line 
of marketing materials used in presenting burial and cremation package selections to customers, an 
approach that differentiates us among other death care providers in our markets. Package presentations 
generally generate higher revenue than customer selection of individual items. We carefully select 
additional merchandise and service items for inclusion in packages that provide for greater value while 



increasing the overall package price and margin. This strategy has been particularly successful with 
cremations and has increased our sales of cremations with memorial services. We support this strategy 
with regular training for all local managers related to effective presentation and sales techniques. In 
addition, we offer a range of personalized memorial programs and paper goods, again designed to 
increase case average while further enhancing personalization and thus value for the customer. We have 
historically been successful in increasing average revenue per case, even as case count has varied and 
cremation levels have increased from year to year. 

Increase the volume of full service cremations: In recognition of the growing proportion of cremations, 
arrangement presentations have been designed to ensure that families are well informed as to all 
available options and considerations when contemplating this type of service. The objective of these 
efforts is to increase the number of customers selecting additional service and merchandise options, 
thereby enhancing value and increasing revenue. Supporting marketing and advertising materials, 
together with best practices sales training programs, have been developed and are being utilized by our 
higher volume cremation facilities to increase the average revenue per case and number of cremations 
with memorial service. Although cremations typically generate profit margin percentages higher than 
those of traditional burial services, the total revenue and margin dollars of direct cremation are lower. By 
raising average revenue, we will be able to take full advantage of cremation's margin potential. 

Increase market share: Given the importance of tradition and heritage in selecting a funeral home, gains 
in market share are won through long-term marketing and pre-need sales. To that end, management has 
focused on programs such as 'Key Memories' to build awareness of the Keystone tradition and to build 
goodwill in the communities that we serve. Through the 'Key Memories' program we strive to be the 
preferred death care provider in the communities we serve. In addition, we have remained focused on 
increasing pre-need sales in our funeral business and ultimately strive to reach a ratio in excess of one 
pre-need sale for each at-need sale at a given funeral home. Growing our advance planning program at a 
rate faster than our competition in any given market eventually results in direct market share gains from 
that competition. 

External Growth 

Our external growth strategy focuses primarily on selective strategic acquisitions of existing funeral homes 
that complement our existing portfolio. We believe that growing our organization through acquisitions will 
continue to be a good business strategy, as we enjoy the important synergies and economies of scale from our 
scalable infrastructure. We will seek to capitalize on the quality and location of our existing portfolio of funeral 
homes and lower individual overhead costs by sharing common resources in clusters. When we enter the 
acquisition arena again, we will acquire funeral homes, using a disciplined approach, with deep heritage and 
tradition that are profitable and have the potential to grow revenue and operating margins. 

Acquisition Activity 

In 65 separate transactions, Keystone acquired a net total of 97 funeral homes from inception in 1996 
through 2000. In connection with our acquisition activity, we have developed the following acquisition criteria: 
(i) operating and cultural fit, (ii) favourable community demographics and (iii) an attractive financial profile. We 
also seek to acquire funeral homes in geographic clusters to facilitate the management of the operations and 



sharing of resources. Consistent with the industry as a whole, our acquisition activity decreased after 2000 to 
focus on integrating our portfolio and enhancing operations. 

Keystone Acquisitions, Dispositions and Total Number of Funeral Homes 

1997 1998 1999 2000 2001 2002 2003 2004 
Years 

Hamilton Acquisition 

The acquisition of Hamilton, which will be our largest acquisition to date when it closes concurrently with 
this offering, fits our acquisition criteria and presents an opportunity to realize significant synergies. 
Management expects to realize substantial cost savings in the following areas. 

Corporate Overhead Savings -Reduction of Hamilton's corporate operations by leveraging Keystone's 
corporate head office and accounting infrastructure. 

Procurement savings -Improvement of margins as a result of increased purchasing power. 

Selling, General and Administrative Efficiencies -Reduction of travel expense as a result of having a 
broader network of operating personnel and streamlining back office systems through the elimination of 
duplication regarding payroll-benefit services, risk management, compliance and management and 
information systems. 

Leveraging Best Practices -Realizing gains through the utilization of best practices across the 
organization (e.g., 'Key Memories'). 

Management will also continue to consider future acquisitions in accordance with our acquisition criteria 
and disciplined processes. Management believes that, despite the prior period of consolidation in the industry in 
the later 1990s, the industry remains highly fragmented and significant strategic acquisition opportunities exist at 
reasonable valuations. 

Acquisition Process 

Management has developed an acquisition process based on years of prior experience in funeral home 
acquisitions and the operation of acquired businesses. This acquisition process includes rigorous due diligence 
and thorough analysis of each planned acquisition. It is intended to ensure that acquired funeral home 
businesses can be integrated into our operating model and provide the anticipated level of financial 
performance. The success of this acquisition process is reflected in the strong financial performance of the 
acquired businesses. The acquisition process consists of three phases: qualification due diligence, business plan 
due diligence, and closing due diligence. 

Qualification due diligence: We review tax returns, income statements, and funeral service purchase 
agreements. Each contract is analyzed to determine case volume and revenue, a profitability examination 
is completed, and a pricing and market share analysis is performed. We require a detailed review of a 
minimum of three years of historical expenses. In addition, sellers are required to answer a series of 
questionnaires and provide financial statements, insurance coverage information, description of 



personnel and facilities, a detailed competitive analysis, pre-need analysis, and other documentation. 
Based on the findings and our interaction with the acquisition prospect, we determine if the owner, 
manager and staff are a fit for our corporate culture. 

Business plan due diligence: The acquisition prospect is presented internally to our management team. A 
detailed review is presented to the respective regional vice president. Finally, a review is performed with 
the existing owners and key managers. If the various groups approve, terms are negotiated, a purchase 
price is decided and a letter of intent is issued to the business owner. 

Closing due diligence: We perform the following items including: reviewing the business information 
questionnaires, obtaining title insurance, conducting a certified land survey, performing a Phase I 
environmental audit, completing a building inspection, and completing a lien search. 

Closing Process 

Upon reaching an agreement to acquire a funeral home business, we devote a substantial amount of 
resources towards integrating the new business. This integration process is outlined in a document provided to 
sellers, 'A Comprehensive Guide to a Keystone Merger'. This document provides guidance on managing 
personnel and community relations during the transition period, as well as operating procedures after the 
acquisition, a summary of our benefits, and an employee handbook. Our financial staff also integrate the new 
business into our computer systems and financial controls. Furthermore, we keep management focused on the 
success of the business by structuring our acquisitions such that they are incentivized to drive the success of the 
business. 

Former Owners 

Former owners of our businesses are usually licensed funeral directors with recognized standing in their 
community, typically realized through several generations of family ownership. They represent an important 
bridge during the transition period following acquisition. Pursuant to the acquisition terms, former owners have 
generally been retained to work with the funeral home for a minimum period of three to five years and are 
incentivized to drive the future success of the business. The specific terms typically vary depending on the former 
owner's age, life goals, and post acquisition position as full-time' manager, funeral director or part-time 
consultant. The ownership transition results in minimal changes to the funeral home and is transparent to 
community relations and customer service. Once the initial term of the retainer agreement expires, we typically 
seek to extend the agreement in some form. 

We believe that our excellent relations with former owners accounts for the owners' on-going involvement 
with the business. Of our businesses, 29% continue to be managed by one or more former owners, while another 
52% have at least one former owner active or present in the community and continuing to support the business. 
Due to death, advanced age, health reasons or personal choice, 19% of the businesses have no former owner 
involvement. 

Former Owner Involvement Post Acquisition 

W Former Owner still active 

No involvementFormer Owner 



--- 

Products and Services 
We serve families from diverse cultural and religious backgrounds and provide a complete range of funeral 

and cremation services including planning and coordinating personalized disposal, removal and preparation of 
remains, conducting memorial services, performing interment services and transportation services. We also sell 
products and merchandise including caskets, urns, burial vaults, cemetery interment rights and monuments 
and markers. 

In most non-U.S. societies, cremation is an alternative to ground burial or mausoleum entombment for the 
final disposition of human remains, and includes memorial services provided by the funeral home. Historically, 
the U.S. funeral home has presented cremation as a low-cost option only without significant memorialization. 

Through training, we have demonstrated that arrangement counsellors' mindsets can be changed so as to 
allow cremation clients the same service options as afforded to our burial families. Beginning in 1999, we have 
tested marketing programs that demonstrate that cremation families desire memorialization, and will spend 
accordingly when offered options in which they perceive value. 

Our 'Key Memories Cremation Tributes' have significantly increased revenue and margins since their 
introduction. Management estimates that 'Key Memories Cremation Tributes' provide the opportunity for 
15-20% initial annual growth of per firm per case cremation averages upon implementation. A prima~y strategy 
for 2004-05 is to implement our 'Key Memories Cremation Tributes' at all firms, including the Hamilton firms. 

Funeral Homes and Markets Served 
Following the closing of this offering and the acquisition of Hamilton, we will own and operate 177 funeral 

homes and nine cemeteries in 26 states. Our funeral homes are generally located in suburban and rural markets. 
The average age of our funeral home businesses exceeds 50 years and only one is less than 10 years old. The 
table below lists each state in which we operate funeral homes, the number of funeral homes in each state, and 
the breakdown between owned and leased funeral homes. 

State Number of Funeral Homes 
Keystone Hamilton Total 

Arizona . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

Arkansas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

California . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 

Colorado . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

Florida . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 

Iowa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 

Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

Illinois . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 

Indiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17 

Kentucky . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 

Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

Massachusetts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 

Michigan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 


.Missouri . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 

North Carolina . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 

Nevada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

New Hampshire . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 

NewYork . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 

Ohio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 

Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

South Carolina . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

Tennessee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 

Virginia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 

Vermont . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 

Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 

Wisconsin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 
-
Total 26 97 



We own the vast majority of our funeral homes, as illustrated in the graph below indicating the percentage of 
funeral homes leased and owned. 

Owned v. Leased Funeral Homes 

Owned % Leased1 


Company Operations 

Our corporate office oversees the operations of each of our funeral home businesses. Our corporate 
oversight consists of strategic direction, pricing, financial control, bookkeeping and operational performance. 
Staff accountants work intensively with funeral home staff and maintain efficiency by limiting interactions to 
bookkeeping and cash management and leaving all operational questions to corporate operations staff. 

Our local funeral home operators are managed by individuals with extensive death care experience. The 
local operators continue to have responsibility for day-to-day operations, but are required to follow service and 
financial standards. This strategy allows each local funeral home to maintain its unique style of operation 
appropriate for its market and to capitalize on its reputation and heritage while we maintain supervisory controls 
and provide specialized services from our corporate headquarters. 

Outside of day-to-day operations, there are certain areas where corporate management works jointly with 
funeral home staff and other areas where corporate management maintains sole responsibility. It is the sole 
responsibility of our corporate office to negotiate national contracts with major suppliers, in particular caskets 
and pre-need insurance, and selection of the professional employer organization that employs all staff and sets 
up employee benefits such as health care. 

We have well established training programs to support the technical and managerial talent within our 
organization, including: Compliance, Technical Training Skills, Presentation Methods, Basic Fiscal Management, 
Human Resource Management, Service Delivery Models, and Risk Management. These programs are designed 
to be delivered in both group and individual settings as required. 

Employees 

We currently employ 526 full-time employees and 443 part-time employees. All of our funeral directors and 
embalmers possess licenses required by applicable regulatory agencies. We believe that relations with our 
employees are good. All of our employees are non-unionized except at one funeral home, where one employee 
is part of a union. 

Number of Employees Keystone Hamilton --- Total 

Corporate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25 21 46 
FuneralHomes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  409 402 811 
Cemeteries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 29 30 
Advanceplanning . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48 -- 34- 82 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  483 486 969 



-- 

Incentive Plan 

Local site-level management have a vested interest in achieving periodic operating results by virtue of a 
bonus program payable upon accomplishment of pre-established goals. In most cases the bonus pool equals 1% 
of the firm's revenues and has proven significant enough to motivate local personnel. In addition to realization 
of budgeted EBITDA, other significant bonus qualifiers by location could be number of days in receivables, 
improved average revenue per case and community involvement. Management is encouraged to share a portion 
of their earned bonus with key employees who were instrumental in accomplishing management's goals for the 
bonus period. 

Suppliers 

Our primary suppliers and major vendors include providers of caskets, urns, paper products, outer burial 
containers, and other ancillary products. We retain a significant advantage with those suppliers permitting us to 
achieve preferred pricing and control costs. Due to our increased size following the Hamilton acquisition, we 
anticipate that relationships with these suppliers will become even more advantageous to the Company. 

Our primary suppliers include the two largest casket suppliers and two large pre-need funeral insurance 
companies. We typically enter into supply contracts with terms ranging from one to three years pursuant to 
which we agree to buy certain percentages of our needs from the relevant key supplier. Management believes 
that in the event of a supply disruption from our key suppliers, alternative suppliers at reasonable prices are 
readily available. 

Our main suppliers are well recognized within the industry as key providers in their respective fields. These 
relationships afford us significant benefits including cost savings, wide geographic distribution and support, 
benefit enhancements on our pre-need insurance program, current data on industry trends and product 
development as well as other non-monetary benefits. 

Capital Expenditures 

Our capital expenditures can be categorized into two types: maintenance and growth or earnings enhancing. 
. The table below sets out the combined historical and average maintenance and growth capital expenditures for 

Keystone and Hamilton for the past three years. 

Year Ended December 31. 
2003 2002 2001 Average 

Maintenance Capital Expenditures (net) . . . . . . . . . . . .  $3,126,336 $2,796,068 $2,228,810 $2,717,072 

Growth Capital Expenditures (net) . . . . . . . . . . . . . . . .  43,682 89,195 - 44,292 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,170,018 $2,885,263 $2,228,810 $2,761,364 


Maintenance Capital Expenditures 

Maintenance capital expenditures include those required to maintain and upgrade existing infrastructure, 
including the replacement of furnishings, autos and routine maintenan'ce to existing building structures and the 
surrounding landscape. We believe that $2.9 million represents a conservative estimate of the annual 
maintenance capital expenditures required for the foreseeable future to sustain the current capacity and 
utilization of the facilities, infrastructure and equipment. 

Growth Capital Expenditures 

Growth capital expenditures are those related to the acquisition of new equipment or businesses, expansion 
of existing infrastructure (i.e., expansion of existing building facilities and/or addition of new facilities and other 
capital improvements). Growth capital expenditures are intended to increase productivity and cash flows, 
enhance margins and/or increase capacity. We will continue to consider growth capital expenditures based on 
the economic merit of each project and the availability of funds. 



Competition 

We compete primarily with local funeral homes and cemeteries for at-need and pre-need business. The 
market share of a single funeral home or cemetery in any community is often a function of its name, reputation 
and location, and gains in market share within a community are usually achieved over a relatively long period 
of time. 

In the 1980's and 1990's the growth strategy pursued by participants in the funeral service industry was 
aggressive expansion through consolidation. By 1999, high purchase price multiples, a reduced availability of 
financing and depressed earnings among public competitors, substantially slowed acquisition activity. Those 
changes led us and other death care providers to place greater emphasis on internal development rather than 
external consolidation. 

Focused on secondary suburban and rural markets, our competitive position is strengthened by relatively 
low migration rates, more meaningful community ties, less price sensitivity among consumers, and a limited 
number of alternative service providers. Given our market focus, we compete primarily with independent 
operators, unable to leverage the economies of scale available to us. The publicly traded funeral home 
consolidators have generally concentrated on large urban markets. 

Management Information Systems 

Funeral Home: Our funeral homes are equipped with computer systems that automate all aspects of 
funeral home paperwork from funeral contracts, pricing information and regulatory forms to cheque writing, 
cash receipt management, billing and bookkeeping. These systems provide corporate management with strong 
cash management controls and timely access to accounting and operating data. Various financial reports are 
generated weekly and monthly to facilitate management's review of each funeral home's performance. Each 
funeral home backs up data daily to zip drives with the disks collected monthly and stored at our 
corporate offices. 

Corporate: At the corporate level, we utilize a database system for the management of detailed 
information from each funeral home as well as the preparation of financial statements and operating reports. 
Our accountants dial in to each local funeral home's computers for access to individual business information. 
Our corporate disaster recovery and backup procedures include a daily backup of the full system with a ten-day 
rotation of tapes. A monthly backup is stored in a safety deposit box off-site and is retained for two years. As a 
secondary backup, daily back-ups are made to network attached storage. On a monthly basis, our management 
information systems department tests and documents the integrity of the backup process. 

Insurance 

We maintain casualty and liability insurance that is sourced and purchased by corporate staff. We realize 
material savings relative to the insurance costs of an independent funeral home by purchasing policies covering 
the entire portfolio of funeral homes. In addition, consolidation eliminates the burden of tracking separate 
policies. We carry insurance with coverages and coverage limits that we believe to be customary in the funeral 
honle and cemetery industries. Although there can be no assurance that such insurance will be sufficient to 
protect us against all contingencies, we believe that our insurance protection is reasonable in view of the nature 
and scope of our operations. 

Environmental Issues 

Our operations are subject to numerous environmental laws and regulations adopted by U.S. federal, state 
and local authorities in the jurisdictions in which we operate. Failure to comply with such laws and regulations 
could result in the assessment of substantial administrative, civil and criminal penalties, or the imposition of 
investigatory and remedial obligations. While we believe we are in substantial compliance with existing laws and 
regulations, we cannot assure you that we will not incur substantial costs in the future. 



Litigation 

We are parties to legal proceedings from time to time that have arisen in the ordinary course of business. 
While the outcome of these proceedings cannot be predicted with certainty, we do not expect these matters to 
have a material adverse affect on us. 

Currency Hedging Policy 

We will be exposed to fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar 
because the revenue and expenses of Keystone are in U.S. dollars and the distributions that Keystone will make 
to Keystone North America and Keystone ULC will be paid in Canadian dollars: In order to minimize the 
impact of fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar, we intend to enter 
into a five-year hedging arrangement at an exchange rate of C$1.2272 to US$1.00 at or prior to the closing of 
this offering. See "Summary of Distributable Cash Flow of the Issuer". We will convert substantially all of the 
amounts received by it into Canadian dollars to make distributions in Canadian dollars. We will review our 
hedging policy on an ongoing basis. 

n u s t  Funds and Escrow Accounts 

We maintain three types of trust funds and escrow accounts in connection with operations relating to 
prearranged funeral contracts, pre-need cemetery service and merchandise sales and cemetery perpetual care. 
At December 31, 2003, we had approximately $48.5 million in fair value trust funds and escrow accounts 
(prearranged funeral funds of $44.8 million; pre-need cemetery service and merchandise funds of $2.4 million; 
and cemetery perpetual care funds of $0.8 million). 

Prearranged funeral contracts are generally funded either through trust funds established by us from 
contract payments received from the customer, or through life insurance policies purchased by the customer and 
issued by third party insurers. We typically fund our prearranged funeral sales activities by means of life 
insurance policies rather than trust funds. Life insurance proceeds and principal amounts deposited in trust 
funds are available to us at the time funeral services are performed. Income earned on the trust funds is 
generally accumulated in the trust and is intended to cover future increases in the cost of providing price- 
guaranteed funeral services. The accumulated earnings on individual trust accounts is recognized as funeral 
revenue at the time funeral services are performed. Amounts held in trust are refunded to the customer in those 
situations when state law provides for the return of those amounts under the purchaser's option to cancel 
the contract. 

Pursuant to applicable state law, a portion of the proceeds from the sale of pre-need cemetery merchandise 
and services may be required to be paid into trust funds until we deliver such merchandise or performs such 
services, at which time the original amount of deposits held in trust is available to us. Accumulated earnings are 
intended to cover future increases in the cost of providing undelivered merchandise and unperformed services 
and are recognized as cemetery revenue when such merchandise is delivered or the services performed. 

A portion of the proceeds from the sale of cemetery interment rights is required by state law to be paid into 
perpetual care trust funds and therefore is not recognized as revenue by us. Earnings from these trusts are 
recognized as current cemetery revenue, and are used to defray .ongoing cemetery maintenance costs. 



SUMMARY OF DISTRIBUTABLE CASH OF THE ISSUER 


The following analysis has been prepared by management on the basis of the information contained in this 
prospectus and management's estimate of the amount of expenses and expenditures that would have been 
incurred by the Issuer during the 12 months ended September 30,2004 had the Issuer been in existence during 
such period and had the transactions described under the caption "Investment Agreement" been completed at 
the beginning of that period. This analysis is not a forecast or projection of future results. The actual results of 
our operations for any period whether before or after the closing of this offering will differ from the amounts set 
forth in the following analysis, and such differences may be material. Additionally, our operations are subject to 
risks, and in reviewing the following summary of distributable cash, investors are encouraged to consider the 
risks described under the caption "Risk Factors". 

Management believes that, upon completion of this offering, the Company and the Issuer will incur interest 
expenses, additional administrative expenses and taxes that will differ from those contained in the historical 
financial statements of Keystone and Hamilton and the pro fonna financial statements of Keystone North 
America that are included elsewhere in this prospectus. In addition, we intend to continue to make maintenance 
capital expenditures consistent with past practices. In order to minimize the impact of fluctuations in the rate of 
exchange between the Canadian dollar and U.S. dollar to those currently in effect, we intend to enter into a five- 
year hedging arrangement to fix the rates of exchange between the Canadian dollar and U.S. dollar for 
substantially all of the amount of distributable cash reflected in the following table. See "Our Business -
Currency Hedging Policy". Although management does not have firm commitments for all of these costs, 
expenses and expenditures and, accordingly, the complete financial impact of these items are not objectively 
determinable, management believes, based on past experience, that the following represents a reasonable 
estimate of the amount of cash that would have been available for distribution for the last twelve months ended 
September 30,2004 had Keystone North America been in existence during such period and had the transactions 
described under the caption "Investment Agreement" and "Post-Closing Structure" been completed at the 
beginning of the period: 

'helve months ended 
September 30, 2004 

(In thousands except per IPS numbers and hedge rate) 

Combined Normalized EBITDA(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $23,494 

Management believes that the following items will increase (reduce) the 


amount available for distribution by the Issuer: 

Cost savings from Hamilton acquisitiod3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Maintenance capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Additional administrative expensed4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Interest on new credit facility(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Interest on Separate Subordinated Noted6) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Income taxes paid in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  


Distributable Cash before Cash Holdback . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Distributable Cash Holdback (5%) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Distributable Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Summary of Distributable Cash: . . 


Interest on Subordinated Notes forming part of IPSs . . . . . . . . . . . . . . . . . . . . .  

Dividends on Common Shares forming part of IPSs . . . . . . . . . . . . . . . . . . . . . .  

Dividends on Class B and C Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  


Distributable Cash . . . . . . . . . . . . . . . . . . . . . . . . . .  :. . . . . . . . . . . . . . . . . . . . .  $16,329 

Hedge Rate (C$ per US$)(7). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.2272 


Distributable Cash (C$)('). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20,039 


Distributable Cash for IPS Unitholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,934 

Distributable Cash for IPS Unitholders (C$) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,100 


Distributable Cash per IPS (C$) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.00 


(1) 	EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized measures under GAAP and do not 
have standardized meanings prescribed by GAAP. Therefore, EBITDA, Normalized EBITDA, Normalized Revenue and Distributable 



Cash may not be comparable to similar measures presented by other companies. See "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash" and "Reconciliation of Historical Results to EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". As the Issuer intends to distribute substantially all of the Issuer's cash on an ongoing 
basis, management believes that EBITDA, Normalized EBITDA and Distributable Cash are important measures in evaluating the 
Issuer's performance and in determining whether to invest in IPSs. 

(2) 	Pro foma for the acquisition of Hamilton and Keystone. 

(3) 	 Includes reductions in Hamilton corporate overhead costs comprised primarily of headcount reductions, elimination of their corporate 
offices, and related expenses (rent, travel, healthcare, etc.) and $300,000 in procurement savings related to casket purchases. 

(4) 	 Represents estimated administrative expenses to be incurred following the offering in connection with ongoing public disclosure 
requirements, investor relations, director fees and other expenses. 

(5) Represents estimated interest on New Credit Facility based on an average of outstanding balances. 

(6) 	 Interest is payable in C$ and is calculated using the hedge rate described in the table and note (7). 

(7) 	Based on a five-year C$/US$ hedge rate as of January 28,2005. 

Management believes that the method of determining distributable cash presented in this prospectus is 
comparable to cash flow from operating activities before capital expenditures, certain interest expenses and 
changes in working capital. In addition, the Issuer's method of determining distributable cash is derived from net 
income, which is a measure recognized under GAAP. Net income has been used as the basis for the calculation 
of Distributable Cash because a pro forma statement of cash flow for the Issuer is not available, only a pro forma 
of net income (or loss). This method presents cash that is intended to be distributable based on the results of the 
relevant period, after adjusting for the items set out in the above table. See "Reconciliation of Historical Results 
to EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash". 



- - - - - 

RECONCILIATION OF HISTORICAL RESULTS TO EBITDA, NORMALIZED EBITDA, 

NORMALIZED REVENUE AND DISTRIBUTABLE CASH 


Because the Issuer will distribute substantially all of its cash on an ongoing basis, management believes that 
EBITDA, Normalized EBITDA, Normalized Revenue and Distributable Cash are important measures in 
evaluating the performance of the Issuer and in determining whether to invest in IPSs. However, EBITDA, 
Normalized EBITDA, Normalized Revenue and Distributable Cash are not recognized earnings measures under 
GAAP and do not have a standardized meaning prescribed by GAAP. Therefore, EBITDA, Normalized 
EBITDA, Normalized Revenue and Distributable Cash may not be comparable to similar measures presented 
by other issuers. Prospective investors are cautioned that EBITDA, Normalized EBITDA, Normalized Revenue 
and Distributable Cash should not be construed as alternatives to net income or loss determined in accordance 
with GAAP as indicators of performance or cash flows from operating, investing and financing activities as a 
measure of liquidity and cash flows. Management defines and has computed EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash as described under "Definition of EBITDA, Normalized EBITDA, 
Normalized Revenue and Distributable Cash". The following table reconciles EBITDA, Normalized EBITDA, 
and distributable cash to net income (loss) and Normalized Revenue to revenue based on the historical financial 
statements of Keystone and Hamilton for the periods indicated. 

Keystone 
12 Months Ended Nine Months Ended 

September 30, September 30, Year Ended December 31, 
2004 2004 2003 2003 2002 2001 

--ppp 

(U.S. dollars in thousands) 

Revenue . . . . . . . . . . . . . . . . . . . . . . . .  $48,583 $35,856 $36,158 $48,885 $50,767 $50,852 
Adjustments to revenue from 

homes sold(') . . . . . . . . . . . . . . . . . . .  (660) -(446) -(1,037) (1,251) (2,806) (3,903) 


Normalized Revenue . . . . . . . . . . . . . . .  47,923 35,410 35,121 47,634 47,961 46,949 


Net Income (loss) . . . . . . . . . . . . . . . . .  

Adjustments to net income (loss) 

Depreciation and amortization . . . . . .  
Impairment of long-lived assets . . . . . .  
Interest . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes . . . . . . . . . . . . . . . . . . .  

EBITDA . . . . . . . . . . . . . . . . . . . . . . . .  
Adjustments to EBITDA from 

homes sold(') . . . . . . . . . . . . . . . . . . .  
Normalized EBITDA . . . . . . . . . . . . . . .  

(1) 	 "Adjustments to revenues from homes sold" and 'Adjustments to EBlTDA from homes sold" reflect the elimination of the current and 
historical operating results for all periods presented of funeral homes that were sold as follows: 

Businesses Funeral Homes Cemeteries 
Sold Sold Sold 

2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 2 -

2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 1 1 

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 5 -

Nine Months Ended September 30,2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -

1 
-

4 --

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 12 1 


-








































































































































































































































































































































































































































































































































































