
             

    January 23, 2018

Mr. Larry Spirgel
Assistant Director
Division of Corporation Finance
U.S. Securities and Exchange Commission
100 F. Street, N.E.
Washington, D.C. 20549

Re: SEC Comment Letter dated November 20, 2017 related to Carriage Services, Inc.’s
Form 10-K for the Year Ended December 31, 2016 filed February 23, 2017,
Form 8-K Filed October 25, 2017

File No. 001-11961

Dear Mr. Spirgel:

This letter responds to the additional comments that Carriage Services, Inc. (the “Company”) received from the Staff of the
Division of Corporation Finance (the “Staff”) of the U.S. Securities and Exchange Commission (the “Commission” or the
“SEC”) during phone conversations held on on January 8, 2018, January 17, 2018 and January 23, 2018 with respect to the
above referenced filings.

We understand the importance of providing full and transparent disclosures in our SEC filings and we appreciate the feedback
from the Staff so that we can continue to improve our disclosures.

In future filings we will revise our non-GAAP disclosures to comply with your comments. In this regard, a revised disclosure
is set forth in Schedule A to this letter.

In addition, we will include a disclosure of segment gross profit in the “major segments of business” footnote in our future
filings of the Form10-K .

We hope this letter is responsive to your comments and requests for information. We appreciate the Commission’s assistance
in helping us to resolve these comments in a timely and acceptable manner.

Sincerely,

By: /s/ Viki K. Blinderman                    
Viki K. Blinderman
Senior Vice President, Principal Financial Officer, Chief Accounting Officer and Secretary

cc: Carriage Services, Inc.’s Audit Committee of the Board of Directors
Grant Thornton LLP



Schedule A

NON-GAAP FINANCIAL MEASURES

This press release uses Non-GAAP financial measures to present the financial performance of the Company. Our non-GAAP reporting
provides a transparent framework of our operating and financial performance that reflects the earning power of the company as an operating
and consolidation platform.

Non-GAAP financial measures should be viewed in addition to, and not as an alternative for, the Company’s reported operating results or
cash flow from operations or any other measure of performance as determined in accordance with GAAP. We believe the Non-GAAP
results are useful to investors to compare our results to previous periods, to provide insights into underlying the long-term performance
trends in our business and to provide the opportunity to differentiate ourselves as the best consolidation platform in the industry against the
performance of other funeral and cemetery companies.

The Company’s GAAP financial statements accompany this release. Reconciliations of the Non-GAAP financial measures to GAAP
measures are provided in this press release.

The Non-GAAP financial measures include “Special Items”, “Adjusted Net Income”, “Consolidated EBITDA”, “Adjusted Consolidated
EBITDA”, “Adjusted Consolidated EBITDA Margin”, “Adjusted Free Cash Flow”, “Funeral, Cemetery and Financial EBITDA”, “Total
Field EBITDA”, “Total Field EBITDA Margin”, “Adjusted Basic Earnings Per Share” and “Adjusted Diluted Earnings Per Share” in this
press release.  These financial measurements are defined as similar GAAP items adjusted for Special Items and are reconciled to GAAP in
this press release. In addition, the Company’s presentation of these measures may not be comparable to similarly titled measures in other
companies’ reports. The definitions used by the Company for our internal management purposes and in this press release are as follows:

• Special Items are defined as charges or credits included in our GAAP financial statements that can vary from period to period and
are not reflective of costs incurred in the ordinary course of our operations. Special Items are taxed at the federal statutory rate of 35
percent for both the three and nine months ended September 30, 2016 and 2017, except for the accretion of the discount on the
Convertible Notes as this is a non-tax deductible item.

• Adjusted Net Income is defined as net income plus adjustments for Special Items and other expenses or gains that we believe do not
directly reflect our core operations and may not be indicative of our normal business operations.

• Consolidated EBITDA is defined as net income before income taxes, interest expenses, non-cash stock compensation, depreciation
and amortization, and interest income and other, net.

• Adjusted Consolidated EBITDA is defined as Consolidated EBITDA plus adjustments for Special Items and other expenses or
gains that we believe do not directly reflect our core operations and may not be indicative of our normal business operations.

• Adjusted Consolidated EBITDA Margin is defined as Adjusted Consolidated EBITDA as a percentage of revenue.
• Adjusted Free Cash Flow is defined as net cash provided by operations, adjusted by Special Items as deemed necessary, less cash

for maintenance capital expenditures.
• Funeral Field EBITDA is defined as Funeral Gross Profit, excluding depreciation and amortization, regional and unallocated

funeral costs and Financial EBITDA related to the Funeral Home segment.
• Cemetery Field EBITDA is defined as Cemetery Gross Profit, excluding depreciation and amortization, regional and unallocated

cemetery costs and Cemetery Financial EBITDA related to the Cemetery segment.
• Funeral Financial EBITDA is defined as Funeral Financial Revenue less Funeral Financial Expenses.
• Cemetery Financial EBITDA is defined as Cemetery Financial Revenue less Cemetery Financial Expenses.
• Total Field EBITDA is defined as Gross Profit, excluding depreciation and amortization, regional and unallocated funeral and

cemetery costs.
• Total Field EBITDA Margin is defined as Total Field EBITDA as a percentage of revenue.



• Adjusted Basic Earnings Per Share is defined as GAAP Basic Earnings Per Share, adjusted for Special Items.
• Adjusted Diluted Earnings Per Share is defined as GAAP Diluted Earnings Per Share, adjusted for Special Items.

Funeral Field EBITDA and Cemetery Field EBITDA

Our operations are reported in two business segments: Funeral Home Operations and Cemetery Operations. Our Field level results highlight
trends in volumes, Revenues, Field EBITDA (the individual business’ cash earning power / locally controllable business profit) and Field
EBITDA Margin (the individual business’ controllable profit margin).

Funeral Field EBITDA and Cemetery Field EBITDA is defined above. Gross Profit is defined as Revenue less “Field costs and expenses” -
a line item encompassing four areas of costs: i) Funeral field costs, ii) Cemetery field costs, iii) depreciation and amortization and iv)
regional and unallocated costs. Funeral and Cemetery field costs include funeral merchandise costs, cemetery merchandise costs, operating
expenses, labor and other related expenses incurred at the business level.

Regional and unallocated funeral and cemetery costs presented in our GAAP statement consists primarily of salaries and benefits of our
Regional leadership, incentive compensation opportunity to our Field employees and other related costs for field infrastructure. These costs,
while necessary to operate our businesses as currently operated within our unique, decentralized platform, are not controllable operating
expenses at the Field level as the composition, structure and function of these costs is determined by Executive leadership in the Houston
Support Center. These costs are components of our overall overhead platform presented within Consolidated EBITDA and Adjusted
Consolidated EBITDA. We do not openly or indirectly “push down” any of these expenses to the individual business’ field level margins.

We believe that our “Regional and unallocated funeral and cemetery costs” are necessary to support our decentralized, high performance
culture operating framework, and as such, are included in Consolidated EBITDA and Adjusted Consolidated EBITDA, which more
accurately reflects the cash earning power of the Company as an operating and consolidation platform.

Consolidated EBITDA and Adjusted Consolidated EBITDA

Consolidated EBITDA and Adjusted Consolidated EBITDA is defined above. Our Adjusted Consolidated EBITDA include adjustments for
Special Items and other expenses or gains that we believe do not directly reflect our core operations and may not be indicative of our
normal business operations.

How These Measures Are Useful

When used in conjunction with GAAP financial measures, our Field EBITDA, Consolidated EBITDA and Adjusted Consolidated EBITDA
are supplemental measures of operating performance that we believe are useful measures to facilitate comparisons to our historical
consolidated and business-level performance and operating results.

We believe our presentation of Adjusted Consolidated EBITDA, key metric used internally by our management, provides investors with a
supplemental view of our operating performance that facilitates analysis and comparisons of our ongoing business operations because they
exclude items that may not be indicative of our ongoing operating performance.

Limitations of the Usefulness of These Measures

Our Field EBITDA, Consolidated EBITDA and Adjusted Consolidated EBITDA are not necessarily comparable to similarly titled
measures used by other companies’ due to different methods of calculation. Our presentation is not intended to be considered in isolation or
as a substitute for, or superior to, the financial information prepared and presented in accordance with GAAP. Funeral Field EBITDA and
Cemetery Field EBITDA are not consolidated measures of profitability.



Field EBITDA excludes certain costs presented in our GAAP statement that we do not allocate to the individual business’ field level
margins, as noted above. A reconciliation of Field EBITDA to gross profit, the most directly comparable GAAP measure, is set forth below.

Consolidated EBITDA and Adjusted Consolidated EBITDA exclude certain items that we believe do not directly reflect our core operations
and may not be indicative of our normal business operations. A reconciliation of Consolidated EBITDA and Adjusted Consolidated
EBITDA to net income, the most directly comparable GAAP measure, is set forth below.

Therefore, these measures may not provide a complete understanding of our performance and should be reviewed in conjunction with our
GAAP financial measures.


