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Part I

Item 1. Business

Cintas Corporation (Cintas, Company, we, us or our), a Washington corporation, helps more than one million
businesses of all types and sizes, primarily in North America, as well as Latin America, Europe and Asia, get Ready™ to
open their doors with confidence every day by providing a wide range of products and services that enhance our
customers’ image and help keep their facilities and employees clean, safe and looking their best. With products and
services including uniforms, floor care, restroom supplies, first aid and safety products, fire extinguishers and testing,
and safety and compliance training, Cintas helps customers get Ready for the Workday™. Cintas was founded in 1968
by Richard T. Farmer, currently the Chairman Emeritus of the Board of Directors, when he left his family's industrial
laundry business in order to develop uniform programs using an exclusive new fabric. In the early 1970's, Cintas
acquired the family industrial laundry business. Over the years, Cintas developed additional products and services that
complemented its core uniform business and broadened the scope of products and services available to its customers.
On March 21, 2017, Cintas completed the acquisition of G&K Services, Inc. (G&K) for consideration of
approximately $2.1 billion. G&K is a wholly-owned subsidiary of Cintas that operates within the Uniform Rental and
Facility Services operating segment. To finance the G&K acquisition, Cintas used a combination of new senior notes,
a term loan, other borrowings under its existing credit facility and cash on hand. G&K's results of operations are
included in Cintas' consolidated financial statements as of and from the date of acquisition.

Cintas’ reportable operating segments are Uniform Rental and Facility Services and First Aid and Safety Services. The
Uniform Rental and Facility Services reportable operating segment, consists of the rental and servicing of uniforms
and other garments, including flame resistant clothing, mats, mops and shop towels and other ancillary items. In
addition to these rental items, restroom cleaning services and supplies, carpet and tile cleaning services and the sale of
items from our catalogs to our customers on route are included within this reportable operating segment. The First Aid
and Safety Services reportable operating segment consists of first aid and safety products and services. The remainder
of Cintas’ business, which consists of Fire Protection Services and its Uniform Direct Sale business, is included in All
Other.

In fiscal 2018, Cintas sold a significant business referred to as "Discontinued Services." Prior to the sale of
Discontinued Services, the operations were primarily included in All Other and classified as held for sale. In fiscal
2014, Cintas completed its partnership transaction with the shareholders of Shred-it International Inc. to combine
Cintas' shredding business (Shredding) with the shredding business of Shred-it International Inc. (the Shredding
Transaction). Pursuant to the Shredding Transaction, the newly formed partnership (the Shred-it Partnership) was
owned 42% by Cintas and 58% by the shareholders of Shred-it International Inc. Cintas' investment in the Shred-it
Partnership (Shred-it) and the results of Shredding are classified as discontinued operations for all periods presented
as a result of selling the investment during fiscal 2016. During fiscal 2015, Cintas sold the storage business (Storage)
and, as a result, its operations are also classified as discontinued operations for all periods presented. In accordance
with the applicable accounting guidance for the disposal of long-lived assets and discontinued operations, the results
of Discontinued Services, Shredding and Storage have been excluded from both continuing operations and operating
segment results for all periods presented. Please see Note 16 entitled Discontinued Operations of "Notes to
Consolidated Financial Statements" for additional information.

We provide our products and services to over one million businesses of all types, from small service and
manufacturing companies to major corporations that employ thousands of people. This diversity in customer base
results in no individual customer accounting for greater than one percent of Cintas' total revenue. As a result, the loss
of one account would not have a significant financial impact on Cintas.

The following table sets forth Cintas' total revenue and the revenue derived from each reportable operating segment
and All Other:

Fiscal Year Ended May 31, (in thousands) 2018 2017 2016

Uniform Rental and Facility Services $5,247,124 $4,202,490 $3,759,524
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First Aid and Safety Services 564,706 508,233 461,783
All Other 664,802 612,658 574,465
Total Revenue $6,476,632 $5,323,381 $4,795,772
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Additional information regarding each reportable operating segment and All Other is also included in Note 14 entitled
Operating Segment Information of "Notes to Consolidated Financial Statements."

The primary markets served by all Cintas businesses are local in nature and highly fragmented. Cintas competes with
national, regional and local providers, and the level of competition varies at each of Cintas' local operations. Product,
design, price, quality, service and convenience to the customer are the competitive elements in each of our businesses.
Within the Uniform Rental and Facility Services reportable operating segment, Cintas provides its products and
services to customers via local delivery routes originating from rental processing plants and branches. Within the First
Aid and Safety Services reportable operating segment and All Other, Cintas provides its products and services via its
distribution network and local delivery routes or local representatives. In total, Cintas has approximately 11,100 local
delivery routes, 474 operational facilities and 11 distribution centers. At May 31, 2018, Cintas employed
approximately 41,000 employees, of which approximately 1,600 were represented by labor unions.

Cintas sources finished products from many outside suppliers. In addition, Cintas operates five manufacturing
facilities that provide for standard uniform needs. Cintas purchases fabric, used in its manufacturing process, from
several suppliers. Cintas is not aware of any circumstances that would hinder its ability to continue obtaining these
materials.

Cintas is subject to various environmental laws and regulations, as are other companies in the uniform rental industry.
While environmental compliance is not a material component of its costs, Cintas must incur capital expenditures and
associated operating costs, primarily for water treatment and waste removal, on a regular basis. Environmental
spending related to water treatment and waste removal was approximately $20 million in fiscal 2018 and
approximately $14 million in fiscal 2017. Capital expenditures to limit or monitor hazardous substances totaled
approximately $2 million in fiscal 2018 and approximately $3 million in fiscal 2017. As a result of the G&K
acquisition in fiscal 2017, Cintas' environmental spend and the cost or environmental compliance could increase in
future years; however, Cintas is not aware of any material non-compliance with environmental laws.

Cintas uses its corporate website, www.cintas.com, as a channel for routine distribution of important information,
including news releases, analyst presentations and financial information. Cintas files with or furnishes to the
Securities and Exchange Commission (SEC) Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K and any amendments to those reports, as well as proxy statements and annual reports to
shareholders, and, from time to time, other documents. The reports and other documents filed with or furnished to the
SEC are available to investors on or through our corporate website free of charge as soon as reasonably practicable
after we electronically file them with or furnish them to the SEC. In addition, the public may read and copy any of the
materials we file with the SEC at the SEC's Public Reference Room at 100 F Street, NE, Washington D.C. 20549. The
public may obtain information on the operation of the facilities by calling the SEC at 1-800-SEC-0330. The SEC
maintains an internet site located at www.sec.gov that contains reports, proxy and information statements and other
information regarding issuers, such as Cintas, that file electronically with the SEC. Cintas' SEC filings can be found
on the Investors page of its website at www.cintas.com/investors/highlights.aspx and its Code of Conduct and
Business Ethics can be found on the About Us page of its website at www.cintas.com/company. These documents are
available in print to any shareholder who requests a copy by writing or calling Cintas as set forth on the Investor
Information page. The content on any website referred to in this Annual Report on Form 10-K is not incorporated by
reference into this Form 10-K unless expressly noted.
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Item 1A. Risk Factors

The statements in this section describe the most significant risks that could materially and adversely affect our
business, consolidated financial condition and consolidated results of operation and the trading price of our debt or
equity securities.

In addition, this section sets forth statements which constitute our cautionary statements under the Private Securities
Litigation Reform Act of 1995.

This Annual Report on Form 10-K contains forward-looking statements. The Private Securities Litigation Reform Act
of 1995 provides a safe harbor from civil litigation for forward-looking statements. Forward-looking statements may
be identified by words such as “estimates,” “anticipates,” “predicts,” “projects,” “plans,” “expects,” “intends,” “target,” “forec:
“believes,” “seeks,” “could,” “should,” “may” and “will” or the negative versions thereof and similar words, terms and express
and by the context in which they are used. Such statements are based upon current expectations of Cintas and speak
only as of the date made. You should not place undue reliance on any forward-looking statement. We cannot
guarantee that any forward-looking statement will be realized. These statements are subject to various risks,
uncertainties, potentially inaccurate assumptions and other factors that could cause actual results to differ from those
set forth in or implied by this Annual Report. Factors that might cause such a difference include, but are not limited to,
risks inherent with the G&K transaction in the achievement of cost synergies and the timing thereof, including
whether the transaction will be accretive and within the expected timeframe and the actual amounts of future
integration expenses; the possibility of greater than anticipated operating costs including energy and fuel costs; lower
sales volumes; loss of customers due to outsourcing trends; the performance and costs of integration of acquisitions,
including G&K; fluctuations in costs of materials and labor including increased medical costs; costs and possible
effects of union organizing activities; failure to comply with government regulations concerning employment
discrimination, employee pay and benefits and employee health and safety; the effect on operations of exchange rate
fluctuations, tariffs and other political, economic and regulatory risks; uncertainties regarding any existing or
newly-discovered expenses and liabilities related to environmental compliance and remediation; the cost, results and
ongoing assessment of internal controls for financial reporting required by the Sarbanes-Oxley Act of 2002; the effect
of new accounting pronouncements; costs of our SAP system implementation; disruptions caused by the
inaccessibility of computer systems data, including cybersecurity risks; the initiation or outcome of litigation,
investigations or other proceedings; higher assumed sourcing or distribution costs of products; the disruption of
operations from catastrophic or extraordinary events; the amount and timing of repurchases of our common stock, if
any; changes in federal and state tax and labor laws; and the reactions of competitors in terms of price and service.
Cintas undertakes no obligation to publicly release any revisions to any forward-looking statements or to otherwise
update any forward-looking statements whether as a result of new information or to reflect events, circumstances or
any other unanticipated developments arising after the date on which such statements are made, except otherwise as
required by law. The risks and uncertainties described herein are not the only ones we may face. Additional risks and
uncertainties presently not known to us or that we currently believe to be immaterial may also harm our business.
Negative global economic factors may adversely affect our financial performance.

Negative economic conditions, in North America and our other markets, may adversely affect our financial
performance. Higher levels of unemployment, inflation, tax rates and other changes in tax laws and other economic
factors could adversely affect the demand for Cintas’ products and services. Increases in labor costs, including the cost
to provide employee-partner related healthcare benefits, minimum wages, labor shortages or shortages of skilled labor,
regulations regarding the classification of employees and/or their eligibility for overtime wages, higher material costs
for items such as fabrics and textiles, the inability to obtain insurance coverage at cost-effective rates, higher interest
rates, inflation, higher tax rates and other changes in tax laws and other economic factors could increase our costs of
rental uniforms and facility services, cost of other services and selling and administrative expenses. As a result, these
factors could adversely affect our sales and consolidated results of operations.

EEINT3 LT3 99 ¢ 29 ¢ LN

Increased competition could adversely affect our financial performance.
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We operate in highly competitive industries and compete with national, regional and local providers. Product, design,
price, quality, service and convenience to the customer are the competitive elements in these industries. If existing or
future competitors seek to gain or retain market share by reducing prices, Cintas may be required to lower prices,
which would hurt its results of operations. Cintas' competitors also generally compete with Cintas for acquisition
candidates, which can increase the price for acquisitions and reduce the number of available acquisition candidates. In
addition, our customers and prospects may decide to perform certain services in-house instead of outsourcing these
services to us. These competitive pressures could adversely affect our sales and consolidated results of operations.
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An inability to open new, cost effective operating facilities may adversely affect our expansion efforts.

We plan to expand our presence in existing markets and enter new markets. The opening of new operating facilities is
necessary to gain the capacity required for this expansion. Our ability to open new operating facilities depends on our
ability to identify attractive locations, negotiate leases or real estate purchase agreements on acceptable terms, identify
and obtain adequate utility and water sources and comply with environmental regulations, zoning laws and other
similar factors. Any inability to effectively identify and manage these items may adversely affect our expansion
efforts, and, consequently, adversely affect our financial performance.

Risks associated with our acquisition practice could adversely affect our results of operations.

Historically, a portion of our growth has come from acquisitions. We continue to evaluate opportunities for acquiring
businesses that may supplement our internal growth. However, there can be no assurance that we will be able to locate
and purchase suitable acquisitions. In addition, the success of any acquisition, including the ability to realize
anticipated cost synergies, depends in part on our ability to integrate the acquired company. The process of integrating
acquired businesses may involve unforeseen difficulties and may require a disproportionate amount of our
management's attention and our financial and other resources. If management is not able to effectively manage the
integration process, or if any significant business activities are interrupted as a result of the integration process, we
may not be able to realize anticipated cost synergies resulting from acquisitions and our business could suffer.
Although we conduct due diligence investigations prior to each acquisition, there can be no assurance that we will
discover or adequately protect against all material liabilities of an acquired business for which we may be responsible
as a successor owner or operator. The failure to identify suitable acquisitions and successfully integrate these acquired
businesses, or to discover liabilities associated with such businesses in the diligence process, could adversely affect
our consolidated results of operations.

Our indebtedness may limit cash flow available to invest in the ongoing needs of our business.

Our outstanding indebtedness, including the indebtedness we incurred to consummate the G&K transaction, may have
negative consequences on our business, such as requiring us to dedicate a substantial portion of our cash flow from
operations to the payment of debt service, reducing the availability of our cash flow to fund working capital, capital
expenditures, acquisitions, dividend increases, stock buybacks and other general corporate purposes, as well as
increase our vulnerability to adverse economic or industry conditions. In addition, it may limit our ability to obtain
additional financing in the future to enable us to react to changes in our business or industry or place us at a
competitive disadvantage compared to businesses in our industry that have less debt.

Changes in the fuel and energy industry could adversely affect our financial condition and results of operations.

The price of fuel and energy needed to run our vehicles and equipment is unpredictable and fluctuates based on events
outside our control, including geopolitical developments, supply and demand for fuel and other energy related
products, actions by energy producers, war and unrest in oil producing countries, regional production patterns, limits
on refining capacities, natural disasters and environmental concerns. Increases in fuel and energy costs could
adversely affect our consolidated financial condition and consolidated results of operations.

Failure to preserve positive labor relationships with our employees could adversely affect our consolidated results of
operations.

Following the G&K transaction, more of our labor force is unionized. While we believe that our employee relations
are good, we have been and could continue to be the target of a unionization campaign by several unions. These
unions have attempted to pressure Cintas into surrendering its employees' rights to a government-supervised election
by unilaterally accepting union representation. We will continue to vigorously oppose any unionization campaign and
defend our employees' rights to a government-supervised election. Unionization campaigns could be materially
disruptive to our business and could adversely affect our consolidated results of operations.
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Risks associated with the suppliers from whom our products are sourced could adversely affect our results of
operations.

The products we sell are sourced from a wide variety of domestic and international suppliers. Global sourcing of many
of the products we sell is an important factor in our financial performance. We require all of our suppliers to comply
with applicable laws, including labor and environmental laws, and otherwise be certified as meeting our required
supplier standards of conduct. Our ability to find qualified suppliers who meet our standards, and to access products in
a timely and efficient manner is a significant challenge, especially with respect to suppliers located and goods sourced
outside the United States. Political and economic stability in the countries in which foreign suppliers are located, the
financial stability of suppliers, suppliers' failure to meet our supplier standards, labor problems experienced by our
suppliers, the availability of raw materials to suppliers, currency exchange rates, transport availability and cost,

6
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inflation and other factors relating to the suppliers and the countries in which they are located are beyond our control.
In addition, U.S. and foreign trade policies, tariffs and other impositions on imported goods, trade sanctions imposed
on certain countries, the limitation on the importation of certain types of goods or of goods containing certain
materials from other countries and other factors relating to foreign trade are beyond our control. These and other
factors affecting our suppliers and our access to products could adversely affect our consolidated results of operations.

Fluctuations in foreign currency exchange could adversely affect our financial condition and results of operations.
We earn revenue, pay expenses, own assets and incur liabilities in countries using currencies other than the U.S.
dollar, including the Canadian dollar, British pound, and the euro. In fiscal years 2018, 2017 and 2016, revenue
denominated in currencies other than the U.S. dollar represented less than 10% of our consolidated revenue. Because
our consolidated financial statements are presented in U.S. dollars, we must translate revenue, income and expenses,
as well as assets and liabilities, into U.S. dollars at exchange rates in effect during or at the end of each reporting
period. Therefore, fluctuations in the value of the U.S. dollar against other major currencies, particularly in the event
of significant increases in foreign currency revenue, will impact our revenue and operating income and the value of
balance sheet items denominated in foreign currencies. This impact could adversely affect our consolidated financial
condition and consolidated results of operations.

Failure to comply with federal and state regulations to which we are subject could result in penalties or costs that
could adversely affect our results of operations.

Our business is subject to complex and stringent state and federal regulations, including employment laws and
regulations, minimum wage requirements, overtime requirements, working condition requirements, citizenship
requirements, transportation and other laws and regulations. In particular, we are subject to the regulations
promulgated by the U.S. Department of Transportation, or USDOT, and under the Occupational Safety and Health
Act of 1970, as amended, or OSHA. We have incurred, and will continue to incur, capital and operating expenditures
and other costs in the ordinary course of our business in complying with the USDOT, OSHA and other laws and
regulations to which we are subject. Changes in laws, regulations and the related interpretations, including any laws
or regulations that may be enacted by the current U.S. presidential administration and Congress, may alter the
landscape in which we do business and may affect our costs of doing business. The impact of new laws and
regulations cannot be predicted. Compliance with new laws and regulations may increase our operating costs or
require significant capital expenditures. Any failure to comply with applicable laws or regulations could result in
substantial fines by government authorities, payment of damages to private litigants, or possible revocation of our
authority to conduct our operations, which could adversely affect our ability to service customers and our consolidated
results of operations.

We are subject to legal proceedings that may adversely affect our financial condition and results of operations.

We are subject to various litigation claims and legal proceeding arising from the ordinary course of our business,
including personal injury, customer contract, environmental and employment claims. Certain of these lawsuits or
potential future lawsuits, if decided adversely to us or settled by us, may result in liability and expense material to our
consolidated financial condition and consolidated results of operations.

Compliance with environmental laws and regulations could result in significant costs that adversely affect our results
of operations.

Our operating locations are subject to environmental laws and regulations relating to the protection of the environment
and health and safety matters, including those governing discharges of pollutants to the air and water, the management
and disposal of hazardous substances and wastes and the clean-up of contaminated sites. The operation of our
businesses entails risks under environmental laws and regulations. We could incur significant costs, including
clean-up costs, fines and sanctions and claims by third parties for property damage and personal injury, as a result of
violations of or liabilities under these laws and regulations. We are currently involved in a limited number of remedial
investigations and actions at various locations, including those acquired in the G&K acquisition. While based on
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information currently known to us, we believe that we maintain adequate reserves with respect to these matters, our
liability could exceed forecasted amounts, and the imposition of additional clean-up obligations or the discovery of
additional contamination at these or other sites could result in significant additional costs which could adversely affect
our results of operations. In addition, potentially significant expenditures could be required to comply with
environmental laws and regulations, including requirements that may be adopted or imposed in the future.

Under applicable environmental laws, an owner or operator of real estate may be required to pay the costs of removing
or remediating hazardous materials located on or emanating from property, whether or not the owner or operator knew
of or was responsible for the presence of such hazardous materials. While we regularly engage in environmental due
diligence in connection with acquisitions, we can give no assurance that locations that have been acquired or leased

7
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have been operated in compliance with environmental laws and regulations during prior periods or that future uses or
conditions will not make us liable under these laws or expose us to third-party actions, including tort suits.

We rely extensively on computer systems to process transactions, maintain information and manage our businesses.
Disruptions in the availability of computer systems due to implementation of a new system or otherwise, or privacy
breaches involving computer systems, could impact our ability to service our customers and adversely affect our sales,
results of operations and reputation and expose us to litigation risk.

Our businesses rely on our computer systems to provide customer information, process customer transactions and
provide other general information necessary to manage our businesses. We have an active disaster recovery plan in
place that is frequently reviewed and tested. However, our computer systems are subject to damage or interruption due
to system conversions, such as our current conversion to SAP enterprise system, power outages, computer or
telecommunication failures, catastrophic events such as fires, tornadoes and hurricanes and usage errors by our
employees. Although we believe that we have adopted appropriate measures to mitigate potential risks to our
technology and our operations from these information technology-related and other potential disruptions, given the
unpredictability of the timing, nature and scope of such disruptions, we could potentially be subject to production
downtimes, operational delays and interruptions in our ability to provide products and services to our customers. Any
disruption caused by the unavailability of our computer systems could adversely affect our sales, could require us to
make a significant investment to fix or replace them and, therefore, could adversely affect our consolidated results of
operations. In addition, cyber-security attacks are evolving and include, but are not limited to, malicious software,
attempts to gain unauthorized access to data and other electronic security breaches that could lead to disruptions in
systems, unauthorized release of confidential or otherwise protected information and corruption of data. If the network
of security controls, policy enforcement mechanisms and monitoring systems to address these threats to our
technology fails, the compromising of confidential or otherwise protected Company, customer, or employee
information, destruction or corruption of data, security breaches, or other manipulation or improper use of our systems
and networks could result in financial losses from remedial actions, loss of business or potential liability and damage
to our reputation.

Failure to achieve and maintain effective internal controls could adversely affect our business and stock price.
Effective internal controls are necessary for us to provide reliable financial reports. All internal control systems, no
matter how well designed, have inherent limitations. Therefore, even those systems determined to be effective can
provide only reasonable assurance with respect to the consolidated financial statement preparation and presentation.
While we continue to evaluate our internal controls we cannot be certain that these measures will ensure that we
implement and maintain adequate controls over our financial processes and reporting in the future. If we fail to
maintain the adequacy of our internal controls or if we or our independent registered public accounting firm were to
discover material weaknesses in our internal controls, as such standards are modified, supplemented or amended, we
may not be able to ensure that we can conclude on an ongoing basis that we have effective internal control over
financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002. Failure to achieve and
maintain an effective internal control environment could cause us to be unable to produce reliable financial reports or
prevent fraud. This may cause investors to lose confidence in our reported financial information, which could have a
material adverse effect on our stock price.

We may experience difficulties in attracting and retaining competent personnel in key positions.

We believe that a key component of our success is our corporate culture, which has been imparted by management
throughout our corporate organization. This factor, along with our entire operation, depends on our ability to attract
and retain key employees. Competitive pressures within and outside our industry may make it more difficult and
expensive for us to attract and retain key employees which could adversely affect our businesses.

Unexpected events could disrupt our operations and adversely affect our results of operations.
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Unexpected events, including fires or explosions at facilities, natural disasters such as hurricanes and tornadoes, war
or terrorist activities, unplanned outages, supply disruptions, failure of equipment or systems or changes in laws
and/or regulations impacting our businesses, could adversely affect our consolidated results of operations. These
events could result in customer disruption, physical damage to one or more key operating facilities, the temporary
closure of one or more key operating facilities or the temporary disruption of information systems.

We may recognize impairment charges, which could adversely affect our financial condition and results of operations.
We assess our goodwill and other intangible assets and our long-lived assets for impairment when required by U.S.
Generally Accepted Accounting Principles (U.S. GAAP). These accounting principles require that we record an
impairment charge if circumstances indicate that the asset carrying values exceed their estimated fair values. The
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estimated fair value of these assets is impacted by general economic conditions in the locations in which we operate.
Deterioration in these general economic conditions may result in: declining revenue, which can lead to excess capacity
and declining operating cash flow; reductions in management's estimates for future revenue and operating cash flow
growth; increases in borrowing rates and other deterioration in factors that impact our weighted average cost of
capital; and deteriorating real estate values. If our assessment of goodwill, other intangible assets or long-lived assets
indicates an impairment of the carrying value for which we recognize an impairment charge, this may adversely affect
our consolidated financial condition and consolidated results of operations.

The effects of credit market volatility and changes in our credit ratings could adversely affect our liquidity and results
of operations.

Our operating cash flows, combined with access to the credit markets, provide us with significant discretionary
funding capacity. However, deterioration in the global credit markets may limit our ability to access credit markets,
which could adversely affect our liquidity and/or increase our cost of borrowing. In addition, credit market
deterioration and its actual or perceived effects on our results of operations and financial condition, along with
deterioration in general economic conditions, may increase the likelihood that the major independent credit agencies
will downgrade our credit ratings, which could increase our cost of borrowing. Increases in our cost of borrowing
could adversely affect our consolidated results of operations.

If we are unable to accurately predict our future tax liabilities or become subject to increased levels of taxation or our
tax contingencies are unfavorably resolved, our results of operations and financial condition could be adversely
affected.

The United States recently adopted tax reform legislation commonly known as the Tax Cuts and Jobs Act, which will
increase our effective income tax rate by imposing a new tax regime impacting our non-U.S. operations. The U.S. tax
changes also provide flexibility related to repatriating non-U.S. earnings to the United States without additional U.S.
taxation, and as a result, we have changed classification of certain earnings that were previously deemed to be
permanently reinvested offshore and recorded deferred tax liabilities for the associated withholding taxes. Other
changes in tax laws or regulations in the jurisdictions in which we do business, including the United States, or changes
in how the Tax Cuts and Jobs Act or other tax laws are implemented or interpreted, could further increase our
effective tax rate, further restrict our ability to repatriate undistributed offshore earnings, or impose new restrictions,
costs or prohibitions on our current practices and reduce our net income and adversely affect our cash flows.

We are also subject to tax audits, including with respect to transfer pricing, in the United States and other jurisdictions
and our tax positions may be challenged by tax authorities. Although we believe that our current tax provisions are
reasonable and appropriate, there can be no assurance that these items will be settled for the amounts accrued, that
additional tax exposures will not be identified in the future or that additional tax reserves will not be necessary for any
such exposures. Any increase in the amount of taxation incurred as a result of challenges to our tax filing positions
could result in a material adverse effect on our business, results of operations and financial condition.

Item 1B. Unresolved Staff Comments
None.
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Item 2. Properties

Cintas occupies 485 facilities located in 330 cities. Cintas leases 251 of these facilities for various terms ranging from
monthly to the year 2032. Cintas expects that it will be able to renew or replace its leases on satisfactory terms. Of the
five manufacturing facilities noted below, Cintas controls the operations of one manufacturing facility, but does not
own or lease the real estate related to the operation. All remaining facilities are owned. The principal executive office
in Cincinnati, Ohio, provides centrally located administrative functions including accounting, finance, marketing and
computer system development and support. Cintas operates rental processing plants that house administrative, sales
and service personnel and the necessary equipment involved in the cleaning of uniforms and bulk items, such as
entrance mats and shop towels. Branch operations provide administrative, sales and service functions. Cintas operates
11 distribution centers and five manufacturing facilities. Cintas also operates first aid and safety and fire protection
facilities and direct sales offices. Cintas considers the facilities it operates to be adequate for their intended use. Cintas
owns or leases approximately 20,200 vehicles which are used for the route-based services and by the sales and
management employee-partners.

The following chart provides additional information concerning Cintas' facilities:

- # of
Type of Facility Facilities
Rental Processing Plants 210
Rental Branches 151
First Aid and Safety Facilities 55
All Other Facilities 53
Distribution Centers 11 M
Manufacturing Facilities 5
Total 485

() Includes the principal executive office, which is attached to the distribution center in Cincinnati, Ohio.

Rental processing plants, rental branches, distribution centers and manufacturing facilities are used in Cintas' Uniform
Rental and Facility Services reportable operating segment. First aid and safety facilities, rental processing plants and
distribution centers are used in the First Aid and Safety Services reportable operating segment. Rental processing
plants, rental branches, first aid and safety facilities, fire protection facilities, direct sales offices, distribution centers
and manufacturing facilities are all utilized by the businesses included in All Other.

Item 3. Legal Proceedings

Cintas is subject to legal proceedings, insurance receipts, legal settlements and claims arising from the ordinary course
of its business, including personal injury, customer contract, environmental and employment claims. In the opinion of
management, the aggregate liability, if any, with respect to such ordinary course of business actions will not have a
material adverse effect on the consolidated financial position, consolidated results of operations or consolidated cash
flows of Cintas.

Item 4. Mine Safety Disclosures

Not applicable.

10
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Part I1

Item 5. Market for Registrant's Common Equity,

Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information

Cintas' common stock is traded on the NASDAQ Global Select Market under the symbol "CTAS." The following
table provides the high and low sales prices of shares of Cintas' common stock by quarter during the last two fiscal
years:

Fiscal 2018

Quarter Ended High  Low

May 2018 $184.22 $162.11
February 2018 $172.91 $147.38
November 2017 $157.81 $131.75
August 2017 $139.74 $123.00

Fiscal 2017
Quarter Ended High  Low

May 2017 $128.85 $117.21

February 2017 $122.21 $112.96

November 2016 $119.94 $102.07

August 2016 $117.69 $91.24

Holders

At May 31, 2018, there were approximately 2,000 shareholders of record of Cintas' common stock. Cintas believes
that this represents approximately 106,000 beneficial owners.

Dividends

Dividends on Cintas' outstanding common stock have been paid annually and amounted to $1.62 per share, $1.33 per
share and $1.05 per share in fiscal 2018, 2017 and 2016, respectively.

11
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Stock Performance Graph

The following graph summarizes the cumulative return on $100 invested in Cintas' common stock, the S&P 500 Stock
Index and the common stocks of a selected peer group of companies. Because our products and services are diverse,
Cintas does not believe that any single published industry index is appropriate for comparing shareholder return.
Therefore, the peer group used in the performance graph combines publicly traded companies in the business services
industry that have similar characteristics as Cintas for each fiscal year, such as route based delivery of products and
services. The companies included in the Peer Group are UniFirst Corporation, ABM Industries, Inc. and Rollins, Inc.

Total shareholder return was based on the increase in the price of the common stock and assumed reinvestment of all
dividends. Further, total return was weighted according to market capitalization of each company. The companies in

the Peer Group are not the same as those considered by the Compensation Committee of the Board of Directors.

Total Shareholder Returns
Comparison of Five-Year Cumulative Total Return

12
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Purchases of Equity Securities by the Issuer and Affiliated Purchases

Total
number of
e
Period number p al' d E : art of
(In millions, except share and per share data) of shares pat thep
purchased share  publicly
announced
plan ()
March 1 - 31,2018 @ 548 $169.59 —
April 1 -30, 2018 203,002 171.30 203,002
May 1 - 31,2018 ® 316,930 174.96 315,674
Total 520,480 $173.53 518,676

On August 6, 2016, Cintas announced that the Board of Directors authorized a $500.0 million share buyback

Maximum
approximate
dollar

value of
shares that
may yet be
purchased
under

the plan ()

$ 500.0
465.3
410.0
$ 410.0

(1) program, which does not have an expiration date. From the inception of the August 6, 2016 share buyback program

through May 31, 2018, Cintas has purchased a total of 0.5 million shares of Cintas common stock at an average

price of $173.51 per share for a total purchase price of $90.0 million.

(@) During March 2018, Cintas acquired 548 shares of Cintas common stock in satisfaction of employee payroll taxes
due on restricted stock awards that vested during the fiscal year. These shares were purchased at an average price of

$169.59 per share for a total purchase price of less than $0.1 million.

() During May 2018, Cintas acquired 1,256 shares of Cintas common stock in satisfaction of employee payroll taxes
due on restricted stock awards that vested during the fiscal year. These shares were purchased at an average price of

$180.62 per share for a total purchase price of $0.2 million.
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20



Item 6. Selected Financial Data
Five-Year Financial Summary
(In thousands except per share

and percentage data)
Fiscal Years Ended May 31,

Revenue

Net Income, Continuing
Operations

Net Income, Discontinued
Operations

Net Income

Basic Earnings Per Share:
Continuing Operations
Discontinued Operations
Basic Earnings Per Share
Diluted Earnings Per Share:
Continuing Operations
Discontinued Operations
Diluted Earnings Per Share

Dividends Per Share

Total Assets 4
Shareholders' Equity

Return on Average Equity 4

Long-Term Debt )

Edgar Filing: CINTAS CORP - Form 10-K

2014

$4,091,204
330,541

43,901
$374,442

$2.72
0.36
$3.08

$2.69
0.36
$3.05

$0.77
$4.454,457
$2,192,858
15.0

$1,292,482

2015M

$4,369,677
402,553

28,065
$430,618

$3.44
0.24
$3.68

$3.39
0.24
$3.63

$1.70
$4,185,675
$1,932,455

% 19.5

$1,293,215

2016M

$4,795,772
448,605

244,915
$693,520

$4.08
222
$6.30

$4.02
2.19
$6.21

$1.05
$4,098,815
$1,842,659

% 23.8

$1,294,422

2017M@)

$5,323,381
457,286

23,422
$480,708

$4.27
0.22
$4.49

$4.17
0.21
$4.38

$1.33

$6,844,057
$2,302,793
% 22.1

$

3,133,5240)

2018M

$6,476,632
783,932

58,654
$842,586

$7.24
0.54
$7.78

$7.03
0.53
$7.56

$1.62
$6,958,214
$3,016,526

% 29.5

$2,535,309

Compound
Annual
Growth
(2014-2018)

122 %
241 %
7.5 %
225 %
217 %
10.7 %
26,1 %
271 %
102 %
255 %
204 %
11.8 %
8.3 %

In accordance with the applicable accounting guidance for the disposal of long-lived assets and discontinued

(1) operations, the results of Discontinued Services, Shredding and Storage have been excluded from continuing
operations for all periods presented. Please see Note 16 entitled Discontinued Operations of "Notes to Consolidated
Financial Statements" for additional information.

Includes G&K results of operations from March 21, 2017 through May 31, 2017. Historical periods

(@)

presented prior to fiscal 2017 do not include G&K, and as a result, the information may not be comparable.

Please see Note 9 entitled Acquisitions and Divestitures of "Notes to Consolidated Financial Statements" for
additional information regarding the G&K acquisition.

In accordance with the applicable accounting guidance for simplifying the presentation of debt issuance costs, the
debt costs related to recognized debt liabilities have been excluded from Total Assets and reclassified to

) Long-Term Debt as a direct deduction from the carrying amount of the debt liabilities. The impact of this change in
accounting principle on balances previously reported for fiscal 2016, 2015 and 2014 were reclassifications of $5.6
million, $6.8 million and $8.0 million, respectively, from other assets to long-term liabilities.

Return on average equity is computed as net income from continuing operations divided by the average of
) shareholders' equity. We believe that disclosure of this non-GAAP financial measure gives management and
shareholders a good indication of Cintas' historical performance.
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5 Includes issuance of approximately $2.1 billion in debt to fund the G&K acquisition. Please see Note 6 entitled
Debt and Derivatives of "Notes to Consolidated Financial Statements" for additional information.
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Item 7. Management's Discussion and Analysis

of Financial Condition and Results of Operations

Business Strategy

Cintas helps more than one million businesses of all types and sizes, primarily in North America, as well as Latin
America, Europe and Asia, get Ready™ to open their doors with confidence every day by providing a wide range of
products and services that enhance our customers’ image and help keep their facilities and employees clean, safe and
looking their best. With products and services including uniforms, floor care, restroom supplies, first aid and safety
products, fire extinguishers and testing, and safety and compliance training, Cintas helps customers get Ready for the
Workday™.

We are North America's leading provider of corporate identity uniforms through rental and sales programs, as well as
a significant provider of related business services, including entrance mats, restroom cleaning services and supplies,
carpet and tile cleaning services, first aid and safety services and fire protection products and services.

Cintas' principal objective is "to exceed customers' expectations in order to maximize the long-term value of Cintas
for shareholders and working partners," and it provides the framework and focus for Cintas' business strategy. This
strategy is to achieve revenue growth for all of our products and services by increasing our penetration at existing
customers and by broadening our customer base to include business segments to which we have not historically
served. We will also continue to identify additional product and service opportunities for our current and future
customers.

To pursue the strategy of increasing penetration, we have a highly talented and diverse team of service professionals
visiting our customers on a regular basis. This frequent contact with our customers enables us to develop close
personal relationships. The combination of our distribution system and these strong customer relationships provides a
platform from which we launch additional products and services.

We pursue the strategy of broadening our customer base in several ways. Cintas has a national sales organization
introducing all of our products and services to prospects in all business segments. Our broad range of products and
services allows our sales organization to consider any type of business a prospect. We also broaden our customer base
through geographic expansion, especially in our first aid and safety and fire protection businesses. Finally, we
evaluate strategic acquisitions as opportunities arise.

Results of Operations

On March 21, 2017, Cintas completed the acquisition of G&K for consideration of approximately $2.1 billion. G&K
is a wholly-owned subsidiary of Cintas that operates within the Uniform Rental and Facility Services operating
segment. To finance the G&K acquisition, Cintas used a combination of new senior notes, a term loan, other
borrowings under its existing credit facility and cash on hand. G&K's results of operations are included in Cintas'
consolidated financial statements as of and from the date of acquisition.

Cintas’ reportable operating segments are Uniform Rental and Facility Services and First Aid and Safety Services. The
Uniform Rental and Facility Services reportable operating segment, consists of the rental and servicing of uniforms
and other garments including flame resistant clothing, mats, mops and shop towels and other ancillary items. In
addition to these rental items, restroom cleaning services and supplies, carpet and tile cleaning services and the sale of
items from our catalogs to our customers on route are included within this reportable operating segment. The First Aid
and Safety Services reportable operating segment consists of first aid and safety products and services. The remainder
of Cintas’ business, which consists of Fire Protection Services and its Uniform Direct Sale business, is included in All
Other. Cintas evaluates operating segment performance based on revenue and income before income taxes. Revenue
and income before income taxes for each of these reportable operating segments for the years ended May 31, 2018,
2017 and 2016 are presented in Note 14 entitled Operating Segment Information of "Notes to Consolidated Financial
Statements." The Company regularly reviews its operating segments for reporting purposes based on the information
its chief operating decision maker regularly reviews for purposes of allocating resources and assessing performance
and makes changes when appropriate.
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In fiscal 2018, Cintas sold a significant business referred to as Discontinued Services. Prior to the sale, Discontinued

Services was primarily included in All Other and classified as held for sale. In fiscal 2014, Cintas completed its
partnership transaction with the shareholders of Shred-it International Inc. to combine Shredding with the shredding

business of Shred-it International Inc. Pursuant to the Shredding Transaction, the Shred-it Partnership was owned 42%

by Cintas and 58% by the shareholders of Shred-it International Inc. Cintas' investment in Shred-it and the results of
Shredding are classified as discontinued operations for all periods presented as a result of selling the investment
during fiscal 2016. During fiscal 2015, Cintas sold Storage and, as a result, its operations are also classified as
discontinued operations for all periods presented. In accordance with the applicable accounting guidance for the

disposal of long-lived assets and discontinued operations, the results of Discontinued Services, Shredding and Storage

have been excluded from both continuing operations and operating segment results for all periods presented. Please
see Note 16 entitled Discontinued Operations of "Notes to Consolidated Financial Statements" for additional

information.

The following table sets forth certain consolidated statements of income data as a percent of revenue by reportable
operating segment, All Other and in total for the fiscal years ended May 31:
2018

Revenue:

Uniform Rental and Facility Services
First Aid and Safety Services

All Other

Total revenue

Cost of sales:

Uniform Rental and Facility Services
First Aid and Safety Services

All Other

Total cost of sales

Gross margin:

Uniform Rental and Facility Services
First Aid and Safety Services

All Other

Total gross margin

Selling and administrative expenses:
Uniform Rental and Facility Services
First Aid and Safety Services

All Other

Total selling and administrative expenses

G&K Services, Inc. transaction and integration expenses

Interest expense, net

Income from continuing operations before income taxes

16

81.0
8.7
10.3

%
%
%

100.0%

55.0
52.9
57.5
55.1

45.0
47.1
42.5
44.9

28.6
33.7
33.9
29.6
0.6
1.7

13.0

%
%
%
%

%
%
%
%

%
%
%
%
%
%

%

2017

79.0
9.5
11.5

%
%
%

100.0%

54.9
54.7
58.3
55.3

45.1
45.3
41.7
447

27.1
34.9
34.5
28.7
1.5
1.6

12.9

%
%
%
%

%
%
%
%

%
%
%
%
%
%

%

2016

78.4
9.6
12.0

%
%
%

100.0%

55.7
57.3
58.6
56.2

443
42.7
414
43.8

26.5
31.9
33.1
27.8

1.3

14.7

%
%
%
%

%
%
%
%

%
%
%
%
%
%

%
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Fiscal 2018 Compared to Fiscal 2017

Fiscal 2018 total revenue was $6.5 billion, an increase of 21.7% over the prior fiscal year. Revenue increased
organically by 7.1% as a result of increased sales volume. Organic growth adjusts for the impact of acquisitions,
divestitures, workday differences and foreign currency exchange rate fluctuations. Total revenue was positively
impacted by 14.3% due to acquisitions, primarily G&K. Revenue growth was positively impacted by 0.3% due to
foreign currency exchange rate fluctuations.

Organic growth by quarter is shown in the table below.
Organic Growth

First Quarter Ended August 31, 2017 8.3%
Second Quarter Ended November 30, 2017 7.7%
Third Quarter Ended February 28, 2018 7.8%
Fourth Quarter Ended May 31, 2018 5.1%

For the Fiscal Year Ended May 31, 2018 7.1%

Uniform Rental and Facility Services reportable operating segment revenue consists predominantly of revenue derived
from the rental of corporate identity uniforms and other garments, including flame resistant clothing, and the rental
and/or sale of mats, mops, shop towels, restroom supplies and other rental services. Revenue from the Uniform Rental
and Facility Services reportable operating segment increased 24.9% compared to fiscal 2017. Revenue was positively
impacted by 17.9% due to acquisitions, primarily G&K. The remaining increase primarily resulted from an organic
growth increase in revenue of 6.7%. The amount of new business grew, resulting from an increase in the number and
productivity of sales representatives. Generally, sales productivity improvements are the result of increased tenure and
improved training, which result in a higher number of products and services sold. Revenue growth was positively
impacted by 0.3% due to foreign currency exchange rate fluctuations.

Other revenue, consisting of revenue from the First Aid and Safety Services reportable operating segment and All
Other, increased 9.7% compared to fiscal 2017. Revenue increased organically by 8.6% due primarily to improved
sales representative productivity. Revenue growth was positively impacted by 0.1% due to foreign currency exchange
rate fluctuations. Acquisitions positively impacted revenue by 1.0%.

Cost of uniform rental and facility services increased 25.1% compared to fiscal 2017. Cost of uniform rental and
facility services consists primarily of production expenses, delivery expenses and the amortization of in service
inventory, including uniforms, mats, shop towels and other ancillary items. The cost of uniform rental and facility
services increase compared to fiscal 2017 was due to increased Uniform Rental and Facility Services reportable
operating segment sales volume from organic growth and the acquired G&K sales volume.

Cost of other consists primarily of cost of goods sold (predominantly first aid and safety products, uniforms and fire
protection products), delivery expenses and distribution expenses in the First Aid and Safety Services reportable
operating segment and All Other. Cost of other increased 7.2% in fiscal 2018 compared to fiscal 2017. The increase
was primarily related to the increased sales volumes in the First Aid and Safety Services reportable operating segment
and All Other.

Selling and administrative expenses increased $389.4 million, or 25.5%, compared to fiscal 2017 due primarily to a
one-time cash payment to employee-partners, increased labor and other employee-partner related expenses as a result
of the acquisition of G&K, increased amortization expense related to intangible assets acquired as a result of the G&K
acquisition and increased costs related to investments in a new enterprise resource planning system. The one-time cash
payment to employee-partners was made following the enactment of The Tax Cuts and Jobs Act (the Tax Act) which
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was signed into legislation by the President on December 22, 2017. The one-time cash payment to employee-partners
amounted to an expense of approximately $40 million, or 0.6% of total revenue. Operating income for fiscal 2018 was
negatively impacted by $41.9 million, or 0.6% of total revenue, from transaction and integration expenses incurred in
connection with the G&K acquisition and $79.2 million, or 1.5% of total revenue, in fiscal 2017.

Net interest expense (interest expense less interest income) was $108.8 million in fiscal 2018 compared to $86.3
million in fiscal 2017. The increase in net interest expense is primarily due to the additional debt issued to finance the

G&K acquisition.
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Income before income taxes was $841.0 million, an increase of $153.6 million, or 22.3%, compared to fiscal 2017.
The increase in income before income taxes was primarily due to revenue growing at a faster pace than expenses.

Cintas' effective tax rate on continuing operations was 6.8% for fiscal 2018 compared to 33.5% in fiscal 2017. The
decrease was due to the impact of the Tax Act. The effective tax rate in fiscal 2017 was impacted by certain discrete
items (primarily the tax accounting for stock-based compensation).

Net income from continuing operations for fiscal 2018 of $783.9 million was a 71.4% increase compared to fiscal
2017.

Diluted earnings per share from continuing operations of $7.03 was a 68.6% increase compared to fiscal 2017. Diluted
earnings per share from continuing operations increased primarily due to the lower effective tax rate as a result of the
Tax Act, the gain on the sale of Discontinued Services and higher gross margin.

Uniform Rental and Facility Services Reportable Operating Segment

Uniform Rental and Facility Services reportable operating segment revenue increased $1,044.6 million, or 24.9%, and
the cost of uniform rental and facility services increased $579.2 million, or 25.1%, as previously discussed. The
reportable operating segment's fiscal 2018 gross margin was 45.0% of revenue compared to 45.1% in fiscal 2017. The
slight decrease in gross margin was driven by the G&K acquisition, which had lower margins than the legacy Cintas
margins. In addition, we incurred expected integration inefficiencies which impacted margins in the short-term.

Selling and administrative expenses for the Uniform Rental and Facility Services reportable operating segment
increased $362.3 million in fiscal 2018 compared to fiscal 2017. Selling and administrative expense as a percent of
revenue for fiscal 2018 was 28.6% compared to 27.1% in fiscal 2017. The increase in selling and administrative
expenses for the Uniform Rental and Facility Services reportable operating segment was primarily related to a
one-time cash payment to employee-partners, increased labor and employee-partner related expenses as a result of the
G&K acquisition, increased amortization expense related to intangibles acquired as a result of the G&K acquisition
and an investment in an enterprise resource planning system.

As a result of the G&K acquisition, the Uniform Rental and Facility Services reportable operating segment incurred
$41.9 million of transaction and integration expenses directly related to the acquisition. The expenses incurred in
fiscal 2018 consisted of lease cancellation costs, facility closure expenses and other integration related expenses.

Income before income taxes increased $140.5 million to $817.6 million for fiscal 2018 compared to fiscal 2017.
Income before income taxes as a percent of revenue at 15.6% decreased 50 basis points from 16.1% in fiscal 2017.
The decrease is primarily due to the increase in selling and administrative expenses as previously discussed.

First Aid and Safety Services Reportable Operating Segment

First Aid and Safety Services reportable operating segment revenue increased $56.5 million in fiscal 2018, an 11.1%
increase compared to fiscal 2017. Revenue increased organically by 10.5% as a result of increased sales volume.
Revenue growth was positively impacted by 0.5% due to acquisitions.

Cost of first aid and safety services increased $20.9 million, or 7.5%, in fiscal 2018, due primarily to higher sales
volume. Gross margin for the First Aid and Safety Services reportable operating segment is defined as revenue less
cost of goods, warehouse expenses, service expenses and training expenses. The gross margin as a percent of revenue
was 47.1% for fiscal 2018 compared to 45.3% in fiscal 2017. The increase was driven primarily by improved
sourcing, leveraging of existing warehouses and optimization of delivery routes.

Selling and administrative expenses for the First Aid and Safety Services reportable operating segment increased by
$13.2 million, or 7.4%, in fiscal 2018 compared to fiscal 2017. The increase was due primarily to increased labor,
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including a one-time cash payment to employee-partners. Selling and administrative expenses as a percent of revenue
were 33.7% in fiscal 2018 compared to 34.9% in fiscal 2017. The decrease in selling and administrative expenses as a
percent of revenue was due to revenue growing at a faster pace than labor and employee-partner related expenses.

Income before income taxes was $75.2 million in fiscal 2018, an increase of $22.4 million, or 42.5%, compared to
fiscal 2017. Income before income taxes as a percent of revenue at 13.3%, increased from 10.4% in fiscal 2017 due to
the previously discussed growth in revenue, improvement in the gross margin percentage and improvement in selling
and administrative expenses as a percent of revenue.
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Fiscal 2017 Compared to Fiscal 2016

Fiscal 2017 total revenue was $5.3 billion, an increase of 11.0% over the prior fiscal year. Revenue increased
organically by 6.7% as a result of increased sales volume. Organic growth adjusts for the impact of acquisitions,
divestitures, workday differences and foreign currency exchange rate fluctuations. Total revenue was positively
impacted by 4.8% due to acquisitions, primarily through the acquisition of G&K. Revenue growth was negatively
impacted by 0.1% due to foreign currency exchange rate fluctuations and 0.4% due to one less workday in fiscal 2017
compared to fiscal 2016.

Organic growth by quarter is shown in the table below.
Organic Growth

First Quarter Ended August 31, 2016 6.0%
Second Quarter Ended November 30, 2016 6.0%
Third Quarter Ended February 28, 2017 6.6%
Fourth Quarter Ended May 31, 2017 8.1%

For the Fiscal Year Ended May 31, 2017 6.7%

Uniform Rental and Facility Services reportable operating segment revenue consists predominantly of revenue derived
from the rental of corporate identity uniforms and other garments, including flame resistant clothing, and the rental
and/or sale of mats, mops, shop towels, restroom supplies and other rental services. Revenue from the Uniform Rental
and Facility Services reportable operating segment increased 11.8% compared to fiscal 2016. The increase resulted
from an organic growth increase in revenue of 6.9%. The amount of new business grew, resulting from an increase in
the number and productivity of sales representatives. Generally, sales productivity improvements are the result of
increased tenure and improved training, which result in a higher number of products and services sold. Revenue
growth was negatively impacted by 0.1% due to foreign currency exchange rate fluctuations and 0.4% due to one less
workday in fiscal 2017 compared to the same period in the prior fiscal year. Revenue was positively impacted by
5.4% due to acquisitions, primarily G&K.

Other revenue, consisting of revenue from the First Aid and Safety Services reportable operating segment and All
Other, increased 8.2% compared to fiscal 2016. Revenue increased organically by 6.1% due primarily to improved
sales representative productivity. Revenue growth was negatively impacted by 0.1% due to foreign currency exchange
rate fluctuations and 0.4% due to one less workday in fiscal 2017 compared to fiscal 2016. Acquisitions positively
impacted revenue by 2.6%.

Cost of uniform rental and facility services increased 10.3% compared to fiscal 2016. Cost of uniform rental and
facility services consists primarily of production expenses, delivery expenses and the amortization of in service
inventory, including uniforms, mats, shop towels and other ancillary items. The cost of uniform rental and facility
services increase compared to fiscal 2016 was due to increased Uniform Rental and Facility Services reportable
operating segment sales volume from internal growth and the acquired G&K sales volume.

Cost of other consists primarily of cost of goods sold (predominantly first aid and safety products, uniforms and fire
protection products), delivery expenses and distribution expenses in the First Aid and Safety Services reportable
operating segment and All Other. Cost of other increased 5.6% in fiscal 2017 compared to fiscal 2016. The increase
was primarily related to the increased sales volumes in the First Aid and Safety Services reportable operating segment
and All Other.

Selling and administrative expenses increased $195.0 million, or 14.6%, compared to fiscal 2016 due primarily to
increases in labor and other employee-partner related expenses. As a result of the acquisition of G&K in fiscal 2017,
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the Company incurred various transaction and integration expenses, which related primarily to asset impairment
charges, legal and professional fees, employee termination expenses, the write-off of excess inventory and other
miscellaneous expenses. In fiscal 2017, G&K transaction and integration expenses were $79.2 million or 1.5% of total
revenue.

Net interest expense (interest expense less interest income) was $86.3 million in fiscal 2017 compared to $63.6
million in fiscal 2016. The increase in net interest expense was primarily due to the additional debt issued to finance
the G&K acquisition and $17.1 million of short-term debt financing fees incurred in connection with the acquisition.
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Income before income taxes was $687.4 million, a decrease of $17.9 million, or 2.5%, compared to fiscal 2016. The
decrease in income before income taxes was due to the G&K transaction and integration expenses and the increase in
interest expense previously mentioned. These impacts were partially offset by the increase in gross margin.

Cintas' effective tax rate on continuing operations was 33.5% for fiscal 2017 compared to 36.4% in fiscal 2016. The
decrease was primarily due to the adoption of Accounting Standard Update (ASU) 2016-09, "Improvements to
Employee Share-Based Payment Accounting." The effective tax rate in fiscal 2017 included a benefit of $29.4 million
as a result of the adoption of ASU 2016-09. This benefit was partially offset by the election to recognize forfeitures as
they occur, which resulted in additional stock compensation expense of $8.3 million when compared to our historical
practice of estimating forfeiture for expense purposes. The adoption of ASU 2016-09 also resulted in an increase in
the effect of dilutive securities in fiscal 2017 of 0.8 million shares. For fiscal 2017, the net impact on diluted earnings
per share from the adoption of ASU 2016-09 was an increase of $0.19 per share over what diluted earnings per share
would have been if ASU 2016-09 was not adopted in fiscal 2017.

Net income from continuing operations for fiscal 2017 of $457.3 million was a 1.9% increase compared to fiscal
2016. Diluted earnings per share from continuing operations of $4.17 was a 3.7% increase compared to fiscal 2016.
Diluted earnings per share from continuing operations increased due to the lower effective tax rate combined with the
decrease in weighted average common shares outstanding. The decrease in weighted average common shares
outstanding resulted from purchasing 8.8 million shares of common stock under the January 13, 2015 and August 4,
2015 share buyback programs since the beginning of fiscal 2016.

Uniform Rental and Facility Services Reportable Operating Segment

Uniform Rental and Facility Services reportable operating segment revenue increased $443.0 million, or 11.8%, and
the cost of uniform rental and facility services increased $214.9 million, or 10.3%, as previously discussed. The
reportable operating segment's fiscal 2017 gross margin was 45.1% of revenue compared to 44.3% in fiscal 2016. The
80 basis point improvement was driven by many factors, including new business sold by sales representatives,
penetration of additional products and services into existing customers and continuously improving the efficiency of
internal processes.

Selling and administrative expenses for the Uniform Rental and Facility Services reportable operating segment
increased $143.8 million in fiscal 2017 compared to fiscal 2016. Selling and administrative expense as a percent of
revenue for fiscal 2017 was 27.1% compared to 26.5% in fiscal 2016. The increase in selling and administrative
expenses for the Uniform Rental and Facility Services reportable operating segment was primarily related to the G&K
acquisition.

As a result of the G&K acquisition, the Uniform Rental and Facility Services reportable operating segment incurred
$79.2 million of transaction and integration expenses. These expenses consisted of the following: asset impairment
charges of $23.3 million, legal and professional fees directly related to the acquisition of $17.4 million, employee
termination expenses recognized under Accounting Standard Codification (ASC) Topic 712, "Compensation -
Nonretirement Postemployment Benefits" of $31.0 million, write-off of excess inventory of $5.5 million and $2.0
million of other miscellaneous integration expenses.

Income before income taxes increased $5.0 million to $677.1 million for fiscal 2017 compared to fiscal 2016. Income
before income taxes as a percent of revenue at 16.1%, decreased 180 basis points from 17.9% in fiscal 2016. The
decrease is primarily due to the G&K transaction and integration expenses mentioned above.

First Aid and Safety Services Reportable Operating Segment

First Aid and Safety Services reportable operating segment revenue increased $46.5 million in fiscal 2017, a 10.1%
increase compared to fiscal 2016. Revenue increased organically by 5.9% as a result of increased sales volume.
Revenue growth was positively impacted by 4.6% due to acquisitions. One less workday in fiscal 2017 compared to
the prior year negatively impacted growth by 0.4%.
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Cost of first aid and safety services increased $13.3 million, or 5.0%, in fiscal 2017, due primarily to increased First
Aid and Safety Services reportable operating segment volume. Gross margin for the First Aid and Safety Services
reportable operating segment is defined as revenue less cost of goods, warehouse expenses, service expenses and
training expenses. The gross margin as a percent of revenue was 45.3% for fiscal 2017 compared to 42.7% in fiscal
2016. The increase in gross margin was due to the benefits realized as a result of the integration of ZEE Medical Inc.
(ZEE). These benefits included improved delivery efficiencies and improved sourcing of goods.
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Selling and administrative expenses for the First Aid and Safety Services reportable operating segment increased by
$29.9 million, or 20.3%, in fiscal 2017 compared to fiscal 2016. Selling and administrative expenses as a percent of
revenue were 34.9% in fiscal 2017 compared to 31.9% in fiscal 2016. The increase in selling and administrative
expenses was primarily the result of the investment in selling resources to grow the acquired ZEE customer base and
increases in various employee-partner related expenses.

Income before income taxes was $52.8 million in fiscal 2017, an increase of $3.3 million, or 6.6%, compared to fiscal
2016. Income before income taxes as a percent of revenue at 10.4%, decreased from 10.7% in fiscal 2016, due
primarily to the investment in selling resources mentioned above.

Liquidity and Capital Resources
The following is a summary of our cash flows and cash, cash equivalents and marketable securities as of and for the
fiscal years ending May 31:

(In thousands) 2018 2017
Net cash provided by operating activities $964,160 $763,887
Net cash used in investing activities $(135,698) $(2,310,349)

Net cash (used in) provided by financing activities $(864,140) $1,578,502

Cash and cash equivalents at the end of the period $138,724 $169,266
Marketable securities at the end of the period $— $22.219

Cash, cash equivalents and marketable securities as of May 31, 2018 and 2017 include $33.9 million and $125.5
million, respectively, that is located outside of the United States.

Cash flows provided by operating activities have historically supplied us with a significant source of liquidity. We
generally use these cash flows to fund most, if not all, of our operations and dividends on our common stock. We may
also use cash flows provided by operating activities, as well as proceeds from long-term debt and short-term
borrowings, to fund growth and expansion opportunities, as well as other cash requirements such as the repurchase of
our common stock.

Net cash provided by operating activities was $964.2 million for fiscal 2018, which was an increase of $200.3 million
compared to fiscal 2017. The increase was the result of higher net income offset by the $96.4 million gain on the sale
of Discontinued Services, changes in deferred taxes as a result of the Tax Act and changes in working capital.

Net cash used in investing activities was $135.7 million in fiscal 2018 compared to $2,310.3 million in fiscal 2017.
Capital expenditures were $271.7 million and $273.3 million for fiscal 2018 and fiscal 2017, respectively. Capital
expenditures for fiscal 2018 included $225.7 million for the Uniform Rental and Facility Services reportable operating
segment and $27.9 million for the First Aid and Safety Services reportable operating segment. Cash paid for
acquisitions of businesses, net of cash acquired, was $19.3 million and $2,102.4 million for fiscal 2018 and fiscal
2017, respectively. The acquisitions in both fiscal 2018 and 2017 occurred in our Uniform Rental and Facility
Services reportable operating segment, which included G&K in fiscal 2017, our First Aid and Safety Services
reportable operating segment and our Fire Protection business, which is included in All Other. Net cash used in
investing activities in fiscal 2018 and fiscal 2017 included proceeds of $127.8 million related to the sale of
Discontinued Services and $28.3 million related to the Storage and Shredding transactions. Net cash used in investing
activities for fiscal 2018 and 2017 also included net proceeds of $26.1 million and $37.3 million, respectively, from
purchases and redemptions of marketable securities and investments.
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Net cash used in financing activities was $864.1 million for fiscal 2018, compared to $1,578.5 million of net cash
provided by financing activities in fiscal 2017. The decrease in fiscal 2018 from fiscal 2017 is primarily due to the net
payment of $600.5 million of debt compared to a net issuance of $1,732.7 million of debt in fiscal 2017. To finance
the G&K acquisition in fiscal 2017, Cintas issued various forms of debt, totaling $2,091.2 million, net.
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On August 2, 2016, we announced that the Board of Directors authorized a $500.0 million share buyback program,
which does not have an expiration date. During fiscal 2018, under the August 2, 2016 share buyback program, we
purchased 0.5 million shares at an average price of $173.51 per share for a total purchase price of $90.0 million.
During fiscal 2017, we purchased 0.1 million shares at an average price of $94.09 per share for a total purchase price
of $3.7 million under a previously authorized share buyback program. Subsequent to May 31, 2018 through July 27,
2018, Cintas purchased 0.3 million shares at an average price of $199.15 per share for a total purchase price of $60.0
million. Under the August 2, 2016 program through July 27, 2018, Cintas has purchased a total of 0.8 million shares
of Cintas common stock at an average price of $182.93 per share for a total purchase price of $150.0 million. For the
fiscal year ended May 31, 2018, Cintas acquired 0.3 million shares of Cintas common stock in satisfaction of
employee payroll taxes due on restricted stock awards that vested during the fiscal year. These shares were acquired at
an average price of $130.30 per share for a total purchase price of $37.3 million.

On October 17, 2017, Cintas declared an annual cash dividend of $1.62 per share on outstanding common stock, a
21.8% increase over the annual dividend paid in the prior year. The dividend was paid on December 8, 2017 to
shareholders of record as of November 10, 2017. This marked the 35t consecutive year that Cintas has increased its
annual dividend, every year since going public in 1983.

On March 21, 2017, the Company completed the acquisition of G&K. To finance the G&K acquisition, Cintas used a
combination of new senior notes, a term loan, other borrowings under its existing credit facility and cash on hand.

During the fiscal year ended May 31, 2018, Cintas paid a net total of $50.5 million of commercial paper and paid off
the term loan balance of $250.0 million with cash on hand. On December 1, 2017, Cintas paid the $300.0 million
aggregate principal amount of its 6.13% 10-year senior notes that matured on that date with cash on hand and $265.0
million in proceeds from the issuance of commercial paper. On June 1, 2016, Cintas paid the $250.0 million aggregate
principal amount of five-year senior notes that matured on that date with cash on hand and proceeds from the issuance
of commercial paper.

The following table summarizes Cintas' outstanding debt at May 31:
Interest  Fiscal Year Fiscal Year

(In thousands) Rate Issued Maturity 2018 2017

Debt due within one year

Senior notes 6.13 % 2008 2018 $— $300,000
Commercial paper 1.24 % (U Various Various — — 50,500
Current portion of term loan ~ 2.00 % (U 2017 2018 — 12,500

Debt issuance costs — (100 )
Total debt due within one year $— $362,900
Debt due after one year

Senior notes 430 % 2012 2022 $250,000  $250,000
Senior notes 290 % 2017 2022 650,000 650,000
Senior notes 325 % 2013 2023 300,000 300,000
Senior notes 2 278 % 2013 2023 52,119 52,554
Senior notes 3 3.11 % 2015 2025 52,309 52,645
Senior notes 370 % 2017 2027 1,000,000 1,000,000
Senior notes 6.15 % 2007 2037 250,000 250,000
Long-term portion of term loan 2.00 % () 2017 2022 — 237,500
Debt issuance costs (19,119 ) (22,075 )

Total debt due after one year $2,535,309 $2,770,624
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(1) Variable rate debt instrument. The rate presented is the variable borrowing rate at May 31, 2017.

(@) Cintas assumed these senior notes with the acquisition of G&K, and they were recorded at fair value. The interest
rate shown above is the effective interest rate. The principal amount of these notes is $50.0 million with a stated
interest rate of 3.73%.

() Cintas assumed these senior notes with the acquisition of G&K, and they were recorded at fair value. The interest
rate shown above is the effective interest rate. The principal amount of these notes is $50.0 million with a stated
interest rate of 3.88%.
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The credit agreement that supports our commercial paper program was amended on September 16, 2016. The
amendment increased the capacity of the revolving credit facility from $450.0 million to $600.0 million and added a
$250.0 million term loan facility. The existing term loan facility was paid in full during the first quarter of fiscal 2018.
The credit agreement has an accordion feature that provides Cintas the ability to request increases to the borrowing
commitments under either the revolving credit facility or the term loan of up to $250.0 million in the aggregate,
subject to customary conditions. The maturity date of the agreement is September 15, 2021. No commercial paper or
borrowings on our revolving credit facility were outstanding at May 31, 2018. As of May 31, 2017, there was $50.5
million of commercial paper outstanding with a weighted average interest rate of 1.24% and maturity dates less than
30 days and no borrowings on our revolving credit facility.

Cintas has certain covenants related to debt agreements. These covenants limit Cintas' ability to incur certain liens, to
engage in sale-leaseback transactions and to merge, consolidate or sell all or substantially all of Cintas' assets. These
covenants also require Cintas to maintain certain debt to consolidated earnings before interest, taxes, depreciation and
amortization (EBITDA) and interest coverage ratios. Cross-default provisions exist between certain debt instruments.
If a default of a significant covenant were to occur, the default could result in an acceleration of the maturity of the
indebtedness, impair liquidity and limit the ability to raise future capital. Cintas was in compliance with all of the debt
covenants for all periods presented.

Our access to the commercial paper and long-term debt markets has historically provided us with sources of liquidity.
We do not anticipate having difficulty in obtaining financing from those markets in the future in view of our favorable
experiences in the debt markets in the recent past. Our ability to continue to access the commercial paper and
long-term debt markets on favorable interest rate and other terms will depend, to a significant degree, on the ratings
assigned by the credit rating agencies to our indebtedness. As of May 31, 2018, our ratings were as follows:

Rating Agency Outlook Commercial Paper Long-term Debt
Standard & Poor’s Stable A-2 BBB+
Moody’s Investors Service Stable P-2 A3

On June 11, 2018, Standard & Poor's rating agency updated their ratings as follows:
Rating Agency  Outlook Commercial Paper Long-term Debt

Standard & Poor’s Positive A-2 BBB+

In the event that the ratings of our commercial paper or our outstanding long-term debt issues were substantially
lowered or withdrawn for any reason, or if the ratings assigned to any new issue of long-term debt securities were
significantly lower than those noted above, particularly if we no longer had investment grade ratings, our ability to
access the debt markets may be adversely affected. In addition, in such a case, our cost of funds for new issues of
commercial paper and long-term debt would be higher than our cost of funds would have been had the ratings of those
new issues been at or above the level of the ratings noted above. The rating agency ratings are not recommendations to
buy, sell or hold our commercial paper or debt securities. Each rating may be subject to revision or withdrawal at any
time by the assigning rating organization and should be evaluated independently of any other rating. Moreover, each
credit rating is specific to the security to which it applies.

To monitor our credit rating and our capacity for long-term financing, we consider various qualitative and quantitative
factors. One such factor is the ratio of our total debt to EBITDA. For the purpose of this calculation, debt is defined as
the sum of short-term borrowings, long-term debt due within one year, obligations under capital leases due in one
year, long-term debt and long-term obligations under capital leases.
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On December 22, 2017, the United States adopted tax reform legislation commonly known as the Tax Act, which is
generally effective January 1, 2018. The Tax Act includes a number of changes to U.S. tax law, including lowering
the U.S. corporate income tax rate from a maximum of 35% to 21% and changing or limiting certain tax deductions.
In addition, the Tax Act alters the landscape of taxation of non-U.S. operations and provides immediate deductions for
certain new investments, among other provisions.
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Cintas has reasonably estimated the effects of the Tax Act to be a net income tax benefit of $161.4 million for fiscal
2018. The significant components of this income tax benefit include (i) the remeasurement of net deferred tax
liabilities at the lower enacted U.S. corporate tax rate, which resulted in a net $175.6 million decrease in income tax
expense; (ii) a $4.4 million net tax expense comprised of foreign withholding taxes related to certain non-U.S.
earnings subject to repatriation; and (iii) $9.8 million in transition tax related to certain non-U.S. earnings subject to
repatriation that were previously tax deferred.

The overall net impact of the Tax Act resulted in a net decrease in Cintas’ effective tax rates in fiscal 2018, and we
anticipate the net impact of the Tax Act on future periods to also be a net decrease in our effective tax rates. While the
reduction in the U.S. federal tax rate from 35% to 21% in fiscal 2018 and beyond will result in lower income tax
expense, other elements of the Tax Act will partially offset this reduction. Elements of the Tax Act that will cause an
increase in future income tax expense include:

* The Tax Act expands the limitation on the deduction of certain executive compensation. This expansion is subject to
transition rules that provide relief for previously awarded compensation. We estimate that this deduction limitation
will adversely impact our effective rate in future periods.

* The Tax Act limits certain entertainment deductions.

* The Tax Act eliminates the Section 199 deduction.

The estimated impacts of the Tax Act recorded during fiscal 2018 as well as the forward-looking estimates are
provisional in nature, and Cintas will continue to assess the impact of the Tax Act and provide additional information
and record adjustments through the income tax provision in the relevant period as amounts are known and reasonably
estimable during the measurement period. Accordingly, the impact of the Tax Act may differ from our provisional
estimates due to, among other factors, information currently not available, changes in interpretations and the issuance
of additional guidance, as well as changes in assumptions Cintas has made, including actions Cintas may take in fiscal
2019 as a result of the Tax Act.

Contractual Obligations

Payments Due by Period

Two to .

(In thousands) Total One year three Fpur to After five
or less five years years

years
Debt (D $2,550,000 $— $— $1,250,000 $1,300,000
Operating leases @ 196,774 49313 75,336 44,409 27,716
Interest payments (3 797,243 95,530 191,060 151,210 359,443

Unconditional purchase obligations — — — — —

Total contractual cash obligations $3,544,017 $144,843 $266,396 $1,445,619 $1,687,159

(1) See Note 6 entitled Debt and Derivatives of "Notes to Consolidated Financial Statements" for a detailed
presentation of Cintas' debt.

(2) Operating leases consist primarily of operational facility leases.

3y Interest payments could include interest on both fixed and variable rate debt. As of May 31, 2018, Cintas did not
have commercial paper outstanding, and therefore did not have any variable rate debt.

Cintas also makes payments to defined contribution plans and may make payments to defined benefit plans to satisfy

minimum funding requirements. The amount of contributions made to the defined contribution plans are at the

discretion of the Board of Directors of Cintas. Future contributions to the defined contribution plans are expected to be

$62.5 million in the next year, $134.5 million in the next two to three years and $148.3 million in the next four to five

years. Future contributions to the defined benefit plans are expected to be $4.3 million in the next year, $5.6 million in

the next two to three years and $5.6 million in the next four to five years.
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Other Commitments
Amount of Commitment Expiration per

Period

One year ;[(;WO Four to Alfter
(In thousands) Total Y . u ive

orless three five years

years
years

Lines of credit (1 $599,876 $— $ —$599876 $§ —
Standby letters of credit and surety bonds @ 143,035 143,035 —  — —
Total other commitments $742911 $143,035 % —$599876 § —

(1, Back-up facility for the commercial paper program (reference Note 6 entitled Debt and Derivatives of "Notes to
Consolidated Financial Statements" for further discussion).
These standby letters of credit and surety bonds support certain outstanding debt (reference Note 6 entitled Debt
@) and Derivatives of "Notes to Consolidated Financial Statements"), self-insured workers' compensation and general
liability insurance programs.
Inflation and Changing Prices
Changes in wages, benefits and energy costs have the potential to materially impact Cintas' consolidated financial
results. Management believes inflation has not had a material impact on Cintas' consolidated financial condition or a
negative impact on consolidated results of operations.

Litigation and Other Contingencies

Cintas is subject to legal proceedings, insurance receipts, legal settlements and claims arising from the ordinary course
of its business, including personal injury, customer contract, environmental and employment claims. In the opinion of
management, the aggregate liability, if any, with respect to such ordinary course of business actions will not have a
material adverse effect on the consolidated financial position, consolidated results of operations or consolidated cash
flows of Cintas.

New Accounting Standards

In April 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-08, “Reporting Discontinued
Operations and Disclosures of Disposals of Components of an Entity,” which amended accounting guidance related to
the reporting of discontinued operations and disclosures of disposals of components of an entity. The amended
guidance changes the thresholds for disposals to qualify as discontinued operations and requires additional
disclosures. Cintas adopted ASU 2014-08 during the quarter ended August 31, 2015 and applied the amended
accounting guidance to Shred-it and all subsequent transactions, as appropriate.

In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts with Customers (Topic 606)," to clarify
revenue recognition principles. The standard applies one comprehensive revenue recognition model across all
contracts, entities and sectors. The core principal of the new standard is that revenue should be recognized to depict
the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The standard includes cost guidance, whereby all direct
and incremental costs to obtain or fulfill a contract will be capitalized and amortized over the corresponding period of
benefit, determined on a contract by contract basis. This guidance is also intended to improve disclosure requirements
and enhance the comparability of revenue recognition practices. Improved disclosures under the amended guidance
relate to the nature, amount, timing and uncertainty of revenue that is recognized from contracts with customers.
Cintas adopted this standard on June 1, 2018. The largest impacts to the Company’s financial statements will result
from the new qualitative and quantitative disclosures that will be required upon adoption of the new standard. There
will be two implementation adjustments upon adoption of the new standard related to the capitalization of certain
direct and incremental contract costs and the timing of revenue recognition for certain contracts with customers that
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create an asset with no alternative use to the Company. The Company will apply the modified retrospective adoption
alternative for this standard and anticipates recognizing a cumulative effect adjustment in the range of approximately
$185.0 million to $215.0 million of an increase to retained earnings as of June 1, 2018, which primarily reflects the
deferral of contract costs.

In April 2015, the FASB issued ASU 2015-03, "Interest - Imputation of Interest (Subtopic 835-30), Simplifying the
Presentation of Debt Issuance Costs." ASU 2015-03 requires that debt issuance costs related to a recognized debt
liability be presented in the consolidated condensed balance sheet as a direct deduction from the carrying amount of
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that debt liability, consistent with debt discounts. This guidance is effective for annual and interim periods beginning
after December 15, 2015. The guidance is applied retrospectively and early adoption is permitted. Cintas adopted
ASU 2015-03 during the quarter ended August 31, 2016 and has applied this amended accounting guidance to its
long-term debt and other assets for all periods presented.

In February 2016, the FASB issued ASU 2016-02, “Leases (Topic 842),” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases for both parties to a contract (i.e. lessees and lessors).
The new standard requires lessees to apply a dual approach, classifying leases as either finance or operating leases
based on the principle of whether or not the lease is effectively a financed purchase by the lessee. This classification
will determine whether lease expense is recognized based on an effective interest method or on a straight line basis
over the term of the lease, respectively. A lessee is also required to record a right-of-use asset and a lease liability for
all leases with a term of greater than 12 months regardless of their classification. Leases with a term of 12 months or
less will be accounted for similar to existing guidance for operating leases today. Topic 842 supersedes the previous
leases standard, ASC 840, "Leases." This guidance is effective for reporting periods beginning after December 15,
2018; however, early adoption is permitted. Entities are required to use a modified retrospective approach for leases
that exist or are entered into after the beginning of the earliest comparative period in the financial statements. Cintas is
currently evaluating the impact that ASU 2016-02 will have on its consolidated financial statements. The Company
currently expects the adoption of this standard to result in a material increase to the assets and liabilities on the
consolidated balance sheets.

In March 2016, the FASB issued ASU 2016-09, "Improvements to Employee Share-Based Payment Accounting."
ASU 2016-09 is intended to simplify accounting for share-based payments. Upon adoption, ASU 2016-09 requires
excess tax benefits for share-based payments to be recorded as a reduction of income tax expense and reflected within
operating cash flows rather than being recorded within equity and reflected within financing cash flows. The standard
also permits the repurchase of more of an employee’s shares for tax withholding purposes without triggering liability
accounting, clarifies that all cash payments made on an employee’s behalf for withheld shares should be presented as a
financing activity on our cash flows statement, and provides an accounting policy election to account for forfeitures as
they occur. This update is effective for interim and annual periods beginning after December 15, 2016; however, early
adoption is permitted. Cintas adopted ASU 2016-09 during the quarter ended August 31, 2016 and elected to make an
accounting policy change to recognize forfeitures as they occur. The adoption impact on the consolidated balance
sheet was a cumulative-effect adjustment of $26.7 million, increasing opening retained earnings and decreasing
paid-in capital.

In January 2017, the FASB issued ASU 2017-04, “Simplifying the Test for Goodwill Impairment.” ASU 2017-04
eliminates the two-step process that required identification of potential impairment and a separate measure of the
actual impairment. Goodwill impairment charges, if any, would be determined by the difference between a reporting
unit's carrying value and its fair value (impairment loss is limited to the carrying value). This standard is effective for
annual or any interim goodwill impairment tests beginning after December 15, 2019. The adoption of this standard is
not expected to have a material impact on the consolidated financial statements.

In March 2017, the FASB issued ASU 2017-07, “Improving the Presentation of Net Periodic Pension Cost and Net
Periodic Postretirement Benefit Costs.” ASU 2017-07 continues to require the service component of pension and other
postretirement benefit costs to be presented in the same line item as other employee compensation costs on the
consolidated statement of income and changes the presentation of other components of net benefit cost so that these
items will be presented outside of operating income within the consolidated statements of income. Cintas
retrospectively adopted ASU 2017-07 on June 1, 2017. The adoption of this standard did not have a material effect on
the consolidated financial statements.
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In February 2018, the FASB issued ASU 2018-02, "Income Statement - Reporting Comprehensive Income (Topic
220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income." ASU 2018-02 allows
entities to elect to reclassify the income tax effects of the Tax Act on items within accumulated other comprehensive
income to retained earnings and requires additional related disclosures. This standard is effective for fiscal years
beginning after December 15, 2018 and interim periods within those fiscal years. Cintas is currently evaluating the
impact that ASU 2018-02 will have on its consolidated condensed financial statements.

No other new accounting pronouncement recently issued or newly effective had or is expected to have a material
impact on the consolidated financial statements.
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Critical Accounting Policies and Estimates

The preparation of Cintas' consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and judgments that have a significant effect on the amounts reported in the consolidated financial
statements and accompanying notes. These critical accounting policies should be read in conjunction with Note 1
entitled Significant Accounting Policies of "Notes to Consolidated Financial Statements." Significant changes,
estimates or assumptions related to any of the following critical accounting policies could possibly have a material
impact on the consolidated financial statements.

Revenue recognition

Rental revenue, which is recorded in the Uniform Rental and Facility Services reportable operating segment, is
recognized when services are performed. Other revenue, which is recorded in the First Aid and Safety Services
reportable operating segments and All Other, is recognized when either services are performed or when products are
shipped and the title and risks of ownership pass to the customer.

Inventories

Inventories are valued at the lower of cost (first-in, first-out) or net realizable value. Cintas applies a commonly
accepted practice of using inventory turns to apply variances between actual and standard costs to the inventory
balances. The judgments and estimates used to calculate inventory turns will have an impact on the valuation of
inventories at the lower of cost or net realizable value. An inventory obsolescence reserve is determined by specific
identification, as well as an estimate based on the Company's historical rates of obsolescence.

Uniforms and other rental items in service

Uniforms and other rental items in service are valued at cost less amortization, calculated using the straight-line
method. Uniforms in service (other than cleanroom and flame resistant clothing) are amortized over their useful life of
18 months. Uniforms acquired in the G&K acquisition were amortized over 12 months. Other rental items, including
shop towels, mats, mops, cleanroom garments, flame resistant clothing, linens and restroom dispensers, are amortized
over their useful lives, which range from 8 to 60 months. The amortization rates used are based on industry
experience, Cintas' specific experience and wear tests performed by Cintas. These factors are critical to determining
the amount of in service inventory and related cost of uniforms and ancillary products that are presented in the
consolidated financial statements.

Property and equipment

Depreciation is calculated using the straight-line method over the estimated useful lives of the assets based on industry
and Cintas specific experience, which is typically 30 to 40 years for buildings, 5 to 20 years for building
improvements, 3 to 10 years for equipment and 2 to 15 years for leasehold improvements. When events or
circumstances indicate that the carrying amount of long-lived assets may not be recoverable, the estimated
undiscounted future cash flows are compared to the carrying amount of the assets. If the estimated undiscounted
future cash flows are less than the carrying amount of the assets, an impairment loss is recorded based on the excess of
the carrying amount of the assets over their respective fair values. Fair value is generally determined by discounted
cash flows or based on prices of similar assets, as appropriate. As a result of the identification of certain G&K plants
and branches for future closure, an indicator of potential impairment was identified. Cintas recognized an impairment
loss of $23.3 million during the fiscal year ended May 31, 2017, based on the excess of the carrying amount of asset
over their respective fair values. The undiscounted cash flows were estimated, using Level 2 inputs based on both the
cost and market approaches, at the lowest discernible level, which is at the location level. Cintas did not identify any
indicators of impairment for the fiscal years ended May 31, 2018 and 2016.

Goodwill

Goodwill, obtained through acquisitions of businesses, is valued at cost less any impairment. Cintas completes an
annual impairment test, which may include an assessment of qualitative factors including, but not limited to,
macroeconomic conditions, industry and market conditions, and entity specific factors such as strategies and financial
performance. The test may also include the determination of the estimated fair value of Cintas' reporting units via
comparisons to current market values, where available, and discounted cash flow analyses. Significant assumptions
may include growth rates based on historical trends and margin improvement leveraged from such growth, as well as
discount rates. We determine discount rates separately for each reporting unit using the weighted average cost of
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capital, which includes a calculation of cost of equity, which is developed using the capital asset pricing model and
comparable company betas (a measure of systemic risk), and cost of debt. We also use comparable market earnings
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multiple data and our market capitalization to corroborate our reporting unit valuations. We test for goodwill
impairment at the reporting unit level. Cintas has identified four reporting units for purposes of evaluating goodwill
impairment: Uniform Rental and Facility Services, First Aid and Safety Services, and two reporting units within All
Other. Based on the results of the annual impairment tests, Cintas was not required to recognize an impairment of
goodwill for the fiscal years ended May 31, 2018, 2017 or 2016. Cintas will continue to perform impairment tests as
of March 1 in future years and when indicators of impairment exist.

Service contracts and other assets

Service contracts and other assets, which consist primarily of noncompete and consulting agreements obtained
through acquisitions of businesses, are amortized by use of the straight-line method over the estimated lives of the
agreements, which are generally 5 to 10 years. The G&K service contract asset is being amortized over a period of 15
years, which represents the estimated life of the economic benefit and the asset amortization is based on the annual
economic value of the underlying asset which generally decreases over the 15-year term. Certain noncompete
agreements, as well as all service contracts, require that a valuation be determined using a discounted cash flow
model. The assumptions and judgments used in these models involve estimates of cash flows and discount rates,
among other factors. Because of the assumptions used to value these intangible assets, actual results over time could
vary from original estimates. Impairment of service contracts and other assets is accomplished through specific
identification. No impairment has been recognized by Cintas for the fiscal years ended May 31, 2018, 2017 or 2016.
Business Combinations

Accounting for acquisitions requires us to recognize separately from goodwill the assets acquired and the liabilities
assumed at their acquisition date fair values. Goodwill as of the acquisition date is measured as the excess of
consideration transferred over the net of the acquisition date fair values of the assets acquired and the liabilities
assumed. While we use our best estimates and assumptions to accurately value assets acquired and liabilities assumed
at the acquisition date as well as contingent consideration, where applicable, our estimates are inherently uncertain
and subject to refinement. As a result, during the measurement period, which may be up to one year from the
acquisition date, we record adjustments to the assets acquired and liabilities assumed with the corresponding offset to
goodwill. Upon the conclusion of the measurement period or final determination of the values of assets acquired or
liabilities assumed, whichever comes first, any subsequent adjustments are recorded to our consolidated statements of
income. See Note 9 entitled Acquisitions and Divestitures of the "Notes to Consolidated Financial Statements" for a
discussion of the G&K acquisition.

General insurance liabilities

General insurance liabilities represent the estimated ultimate cost of all asserted and unasserted claims incurred,
primarily related to worker's compensation, auto liability and other general liability exposure through the consolidated
balance sheet dates. Our reserves are estimated through actuarial procedures of the insurance industry and by using
industry assumptions, adjusted for specific expectations based on our claims history. Cintas records an increase or
decrease in selling and administrative expenses related to development of prior claims, higher claims activity and
other environmental factors in the period in which it becomes known. These changes in estimates may be material to
the consolidated financial statements.

Stock-based compensation

Compensation expense is recognized for all share-based payments to employees, including stock options and
restricted stock awards, in the consolidated statements of income based on the fair value of the awards that are
granted. The fair value of stock options is estimated at the date of grant using the Black-Scholes option-pricing model.
Generally, measured compensation cost, net of estimated forfeitures, is recognized on a straight-line basis over the
vesting period of the related share-based compensation award. See Note 12 entitled Stock-Based Compensation of
"Notes to Consolidated Financial Statements" for further information.

Litigation and other contingencies

Cintas is subject to legal proceedings and claims arising from the ordinary course of its business, including personal
injury, customer contract, environmental and employment claims. U.S. GAAP requires that a liability for
contingencies be recorded when it is probable that a liability has occurred and the amount of the liability can be
reasonably estimated. Significant judgment is required to determine the existence of a liability, as well as the amount
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to be recorded. While a significant change in assumptions and judgments could have a material impact on the amounts
recorded for contingent liabilities, Cintas does not believe that they will result in a material adverse effect on the
consolidated financial statements.
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Income taxes

Deferred tax assets and liabilities are determined by the differences between the consolidated financial statement
carrying amounts and the tax basis of assets and liabilities. See Note 8 entitled Income Taxes of "Notes to
Consolidated Financial Statements" for the types of items that give rise to significant deferred income tax assets and
liabilities. Deferred income taxes are classified as assets or liabilities based on the classification of the related asset or
liability for financial reporting purposes. Cintas regularly reviews deferred tax assets for recoverability based upon
projected future taxable income and the expected timing of the reversals of existing temporary differences. Although
realization is not assured, management believes it is more likely than not that the recorded deferred tax assets, as
adjusted for valuation allowances, will be realized.

Accounting for uncertain tax positions requires the determination of whether tax benefits claimed or expected to be
claimed on a tax return should be recorded in the consolidated financial statements. Companies may recognize the tax
benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the
consolidated financial statements from such a position should be measured based on the largest benefit that has a
greater than fifty percent likelihood of being realized upon ultimate settlement.

Cintas is periodically reviewed by domestic and foreign tax authorities regarding the amount of taxes due. These
reviews include questions regarding the timing and amount of deductions and the allocation of income among various
tax jurisdictions. In evaluating the exposure associated with various filing positions, Cintas records reserves as
deemed appropriate. Based on Cintas' evaluation of current tax positions, Cintas believes its tax related accruals are
appropriate.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Earnings are affected by changes in short-term interest rates due to investments in marketable securities and money
market accounts and periodic issuances of commercial paper. If short-term rates changed by one-half percent (or 50
basis points), Cintas' income before income taxes would not be impacted because we had no variable rate debt as of
May 31, 2018. This estimated exposure considers the effects on investments. This analysis does not consider the
effects of a change in economic activity or a change in Cintas' capital structure.

Through its foreign operations, Cintas is exposed to foreign currency risk. Foreign currency exposures arise from
transactions denominated in a currency other than the functional currency and from foreign denominated revenue and
profit translated into U.S. dollars. Foreign denominated revenue and profit represents less than 10% of Cintas'
consolidated revenue and profit. Cintas periodically uses foreign currency hedges such as average rate options and
forward contracts to mitigate the risk of foreign currency exchange rate movements resulting from foreign currency
revenue and from international cash flows. The primary foreign currency to which Cintas is exposed is the Canadian
dollar.
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Management's Report on
Internal Control over Financial Reporting

To the Shareholders of Cintas Corporation:

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rule 13a-15(f) and 15(d)-15(f) under the Securities Exchange Act of 1934) to provide reasonable assurance
regarding the reliability of our financial reporting and the preparation of financial statements for external purposes in
accordance with accounting principles generally accepted in the United States. Internal control over financial
reporting includes those policies and procedures that: (1) pertain to the maintenance of records that in reasonable
detail accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the company's
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate. Accordingly, even an effective system of internal control over financial reporting will provide only
reasonable assurance with respect to financial statement preparation.

With the supervision of our Chairman and Chief Executive Officer and our Chief Financial Officer, management
assessed our internal control over financial reporting as of May 31, 2018. Management based its assessment on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). Management's assessment included evaluation of such elements as the design and
operating effectiveness of key financial reporting controls, process documentation, accounting policies and our overall
control environment. This assessment is supported by testing and monitoring performed by our internal audit function.
Based on our assessment, management has concluded that our internal control over financial reporting was effective
as of May 31, 2018, to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external reporting purposes in accordance with accounting principles generally accepted in
the United States.

We reviewed the results of management's assessment with the Audit Committee of our Board of Directors.
Additionally, our independent registered public accounting firm, Ernst & Young LLP, independently assessed the
effectiveness of Cintas Corporation's internal control over financial reporting. Ernst & Young LLP has issued an
attestation report, which is included in this Annual Report on Form 10-K.

Scott D. Farmer
Chairman and Chief Executive Officer

J. Michael Hansen
Executive Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of Cintas Corporation

Opinion on Internal Control over Financial Reporting

We have audited Cintas Corporation’s internal control over financial reporting as of May 31, 2018, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). In our opinion, Cintas Corporation (the Company)
maintained, in all material respects, effective internal control over financial reporting as of May 31, 2018, based on
the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the consolidated balance sheets of the Company as of May 31, 2018 and 2017, and the related
consolidated statements of income, comprehensive income, shareholders’ equity, and cash flows for each of the three
years in the period ended May 31, 2018, and the related notes and financial statement schedule listed in the Index at
Item 15(a), and our report dated July 27, 2018, expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting included in the accompanying “Report of
Management”. Our responsibility is to express an opinion on the Company’s internal control over financial reporting
based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.

Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
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deteriorate.
/s/ ERNST & YOUNG LLP

Cincinnati, Ohio
July 27, 2018

32

Edgar Filing: CINTAS CORP - Form 10-K

54



Edgar Filing: CINTAS CORP - Form 10-K

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Cintas Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Cintas Corporation (the Company) as of May 31,
2018 and 2017, and the related consolidated statements of income, comprehensive income, shareholders’ equity and
cash flows for each of the three years in the period ended May 31, 2018, and the related notes and financial statement
schedule listed in the Index at Item 15(a) (collectively referred to as the “consolidated financial statements™). In our
opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the
Company at May 31, 2018 and 2017, and the results of its operations and its cash flows for each of the three years in
the period ended May 31, 2018, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the Company’s internal control over financial reporting as of May 31, 2018, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework), and our report dated July 27, 2018, expressed an unqualified opinion
thereon.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered with
the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.

/s/ ERNST & YOUNG LLP
We have served as the Company’s auditor since 1968

Cincinnati, Ohio
July 27, 2018
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Consolidated
Statements of Income
Fiscal Years Ended May 31,

(In thousands except per share data) 2018 2017 2016
Revenue:

Uniform rental and facility services $5,247,124 $4,202,490 $3,759,524
Other 1,229,508 1,120,891 1,036,248

6,476,632 5,323,381 4,795,772
Costs and expenses:

Cost of uniform rental and facility services 2,886,959 2,307,774 2,092,833
Cost of other 681,150 635,312 601,599
Selling and administrative expenses 1,916,792 1,527,380 1,332,399
G&K Services, Inc. transaction and integration expenses 41,897 79,224 —
Operating income 949,834 773,691 768,941
Interest income (1,342 ) (237 ) (896 )
Interest expense 110,175 86,524 64,522
Income before income taxes 841,001 687,404 705,315
Income taxes 57,069 230,118 256,710
Income from continuing operations 783,932 457,286 448,605

Income from discontinued operations, net of tax of $35,313,

$15,057 and $138,184, respectively 58,654 23,422 244,915

Net income $842.586  $480,708  $693,520
Basic earnings per share:

Continuing operations $7.24 $4.27 $4.08
Discontinued operations 0.54 0.22 2.22
Basic earnings per share $7.78 $4.49 $6.30
Diluted earnings per share:

Continuing operations $7.03 $4.17 $4.02
Discontinued operations 0.53 0.21 2.19
Diluted earnings per share $7.56 $4.38 $6.21
Dividends declared and paid per share $1.62 $1.33 $1.05

See accompanying notes.
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Consolidated Statements
of Comprehensive Income

(In thousands)

Net income

Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments
Cumulative translation adjustment on Shred-it
Change in fair value of cash flow hedges
Amortization of interest rate lock agreements

Other

Other comprehensive income (loss), net of tax expense (benefit)
of $690, $19,118 and ($9,813), respectively

Comprehensive income

See accompanying notes.
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Fiscal Years Ended May 31,
2018 2017 2016

$842,586 $480,708 $693,520
19,276 (10,252 ) (11,933 )
— — 6,472

— 31,136 (12,156 )

(933 ) 1,076 1,952
1,029 (115 ) (738 )

19,372 21,845 (16,403 )

$861,958 $502,553 $677,117
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Consolidated
Balance Sheets

(In thousands except share data)

Assets

Current assets:

Cash and cash equivalents
Marketable securities

As of May 31,

2018

$138,724

Accounts receivable, principally trade, less allowance of $33,510 and $20,525, respectively 804,583

Inventories, net

Uniforms and other rental items in service
Income taxes, current

Prepaid expenses and other current assets
Assets held for sale

Total current assets

Property and equipment, net

Investments
Goodwill

Service contracts, net
Other assets, net

Liabilities and Shareholders' Equity

Current liabilities:

Accounts payable

Accrued compensation and related liabilities
Accrued liabilities

Liabilities held for sale

Debt due within one year

Total current liabilities

Long-term liabilities:
Debt due after one year
Deferred income taxes
Accrued liabilities

Total long-term liabilities

Shareholders' equity:

Preferred stock, no par value:

100,000 shares authorized, none outstanding
Common stock, no par value:

425,000,000 shares authorized

2018: 182,723,471 shares issued and 106,326,383 shares outstanding
2017: 180,992,605 shares issued and 105,400,629 shares outstanding

Paid-in capital
Retained earnings
Treasury stock:

280,347
702,261
19,634
32,383

1,977,932
1,382,730

175,581
2,846,888
545,768
29,315
$6,958,214

$215,074
140,654
420,129

775,857

2,535,309
352,581
277,941
3,165,831

618,464
245,211
5,837,827

2017

$169,266
22,219
736,008
278,218
635,702
44,320
30,132
38,613
1,954,478

1,323,501

164,788
2,782,335
586,988
31,967
$6,844,057

$177,051
149,635
429,809
11,457
362,900
1,130,852

2,770,624
469,328
170,460
3,410,412

485,068
223,924
5,170,830
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2018: 76,397,088 shares

2017: 75,591,976 shares

Accumulated other comprehensive income (loss)
Total shareholders' equity

See accompanying notes.
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(3,701,319 ) (3,574,000 )
16,343 (3,029 )
3,016,526 2,302,793
$6,958,214 $6,844,057
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Consolidated
Statements of Shareholders' Equity
Common Stock

(In thousands) Shares Amount

Balance at June 1,
2015
Net income
Comprehensive loss,
net of tax o
Dividends
Stock-based
compensation
Vesting of
stock-based
compensation awards
Stock options
exercised, net of
shares

surrendered
Repurchase of
common stock
Other
Balance at May 31,
2016
Net income
Comprehensive
income, net of tax
Dividends
Stock-based
compensation
Vesting of
stock-based
compensation awards
Stock options
exercised, net of
shares

surrendered
Repurchase of
common stock
Adoption of new
accounting guidance
Balance at May 31,
2017 180,993 485,068
Net income

178,117 $329,248

605 52,208

876 28,226

179,598 409,682

429 43,516

966 31,870

Paid-In
Capital

$157,183

79,293

(52,208 )

20,992
205,260

88,868

(43,516 )

(26,688 )

223,924

Retained
Earnings

$4,227,620
693,520

(115,273 )

4,805,867
480,708

(142,433 )

26,688

5,170,830
842,586

Other Treasury Stock

Accumulated Total
Comprehensw§hares Amount Shar‘eholders
Income Equity
(Loss)

$ (8471 ) (66,414) $(2,773,125) $1,932,455
— — — 693,520
(16,403 ) — — (16,403 )
— — — (115,273 )
— — — 79,293

— — — 28,226

— (8,971 ) (780,151 ) (780,151 )
— — — 20,992
(24,874 ) (75,385) (3,553,276 ) 1,842,659
— — — 480,708
21,845 — — 21,845

— — — (142,433 )
— — — 88,868

— — — 31,870

— (207 ) (20,724 ) (20,724 )
(3,029 ) (75,592) (3,574,000 ) 2,302,793
— — — 842,586
19,372 — — 19,372
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Comprehensive
income, net of tax
Dividends — — — (175,589 ) — — — (175,589 )
Stock-based - - 112,835 — — - 112,835
compensation
Vesting of
stock-based 701 91,548 (91,548 ) — — — — —
compensation awards
Stock options
exercised, net of
shares

surrendered
Repurchase of
common stock
Balance at May 31,
2018

1,029 41,848 — — — — — 41,848

— — — — 805 ) (127,319 ) (127,319 )

182,723 $618,464 $245,211 $5,837,827 $ 16,343 (76,397) $(3,701,319) $3,016,526

See accompanying notes.
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Consolidated
Statements of Cash Flows

(In thousands)
Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation

Amortization of intangible assets

Stock-based compensation

Gain on sale of business

Gain on Storage

Gain on Shred-it

Asset impairment charge

G&K Services, Inc. transaction and integration costs
Short-term debt financing fees included in net income
Settlement of cash flow hedges

Deferred income taxes

Change in current assets and liabilities, net of acquisitions of businesses:
Accounts receivable, net

Inventories, net

Uniforms and other rental items in service

Prepaid expenses and other current assets

Accounts payable

Accrued compensation and related liabilities

Accrued liabilities and other

Income taxes, current

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Proceeds from redemption of marketable securities and investments
Purchase of marketable securities and investments
Proceeds from sale of business

Proceeds from Storage transactions

Proceeds from Shredding transactions

Acquisitions of businesses, net of cash acquired
Other, net

Net cash (used in) provided by investing activities
Cash flows from financing activities:

(Payments) issuance of commercial paper, net
Proceeds from issuance of debt, net

Repayment of debt

Payment of short-term debt financing fees

Proceeds from exercise of stock-based compensation awards
Dividends paid

Repurchase of common stock

Other, net

Net cash (used in) provided by financing activities
Effect of exchange rate changes on cash and cash equivalents

Fiscal Years Ended May 31,

2018 2017 2016
$842,586 $480,708 $693,520
215,476 171,565 149,691
63,940 25,030 15,588
112,835 88,868 79,293
(96,400 ) — —

— (1,460 ) (15,786 )
— (25,457 ) (354,071)
— 23,331 —

— 31,445 —

— 17,062 —

— 30,194 —
(119,295 ) 3,902 (59,302 )
(66,267 ) (93,557 ) (52,762 )
(3,323 ) (668 ) (17,917 )
(64,299 ) (8,732 ) (6,306 )
(15,526 ) 24,201 (965 )
35,275 13,726 (564 )
(9,392 ) 13,654 13,512
42,468 (501 ) 22,714
26,082 (29,424 ) (800 )
964,160 763,887 465,845

(271,699 ) (273,317 ) (275,385 )
179,857 218,324 434,179
(153,708 ) (181,065 ) (494,146 )
127,835 — —

— 2,400 35,338
— 25,876 580,837
(19,346 ) (2,102,37) (156,579 )
1,363 (196 ) 4,137

(135,698 ) (2,310,349 128,381

(50,500 ) 50,500 —

— 1,932,229 —
(550,000 ) (250,000 ) (16 )
— 17,062 ) —
41,848 31,870 28,226

(175,589 ) (142,433 ) (115,273 )
(127,319 ) (20,724 ) (780,151 )

(2,580 ) (5,878 ) 490
(864,140 ) 1,578,502 (866,724 )
5,136 (2,131 ) (5,218 )
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Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes.
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(30,542 ) 29,909 (277,716 )
169,266 139,357 417,073
$138,724 $169,266 $139,357
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Notes to Consolidated Financial Statements

1. Significant Accounting Policies

Business description. Cintas Corporation (collectively with its majority-owned subsidiaries and any entities over
which it has control, Cintas, Company, we, us or our) helps more than one million businesses of all types and sizes,
primarily in North America, as well as Latin America, Europe and Asia, get Ready™ to open their doors with
confidence every day by providing a wide range of products and services that enhance our customers’ image and help
keep their facilities and employees clean, safe and looking their best. With products and services including uniforms,
floor care, restroom supplies, first aid and safety products, fire extinguishers and testing, and safety and compliance
training, Cintas helps customers get Ready for the Workday™.

On March 21, 2017, Cintas completed the acquisition of G&K Services, Inc. (G&K) for consideration of
approximately $2.1 billion. G&K is a wholly-owned subsidiary of Cintas that operates within the Uniform Rental and
Facility Services operating segment. To finance the G&K acquisition, Cintas used a combination of new senior notes,
a term loan, other borrowings under its existing credit facility and cash on hand. G&K's results of operations are
included in Cintas' consolidated financial statements as of and from the date of acquisition.

Cintas’ reportable operating segments are Uniform Rental and Facility Services and First Aid and Safety Services. The
Uniform Rental and Facility Services reportable operating segment, consists of the rental and servicing of uniforms
and other garments including flame resistant clothing, mats, mops and shop towels and other ancillary items. In
addition to these rental items, restroom cleaning services and supplies, carpet and tile cleaning services and the sale of
items from our catalogs to our customers on route are included within this reportable operating segment. The First Aid
and Safety Services reportable operating segment consists of first aid and safety products and services. The remainder
of Cintas’ business, which consists of Fire Protection Services and its Uniform Direct Sale business, is included in All
Other. Cintas evaluates operating segment performance based on revenue and income before income taxes. Revenue
and income before income taxes for each of these reportable operating segments for the years ended May 31, 2018,
2017 and 2016 are presented in Note 14 entitled Operating Segment Information. The Company regularly reviews its
operating segments for reporting purposes based on the information its chief operating decision maker (CODM)
regularly reviews for purposes of allocating resources and assessing performance and makes changes when
appropriate.

In fiscal 2018, Cintas sold a significant business referred to as "Discontinued Services." Prior to the sale of
Discontinued Services, the operations were primarily included in All Other and classified as held for sale. In fiscal
2014, Cintas completed its partnership transaction with the shareholders of Shred-it International Inc. to combine
Cintas' shredding business (Shredding) with the shredding business of Shred-it International Inc. (the Shredding
Transaction). Pursuant to the Shredding Transaction, the newly formed partnership (the Shred-it Partnership) was
owned 42% by Cintas and 58% by the shareholders of Shred-it International Inc. Cintas' investment in the Shred-it
Partnership (Shred-it) and the results of Shredding are classified as discontinued operations for all periods presented
as a result of selling the investment during fiscal 2016. During fiscal 2015, Cintas sold the storage business (Storage)
and, as a result, its operations are also classified as discontinued operations for all periods presented. In accordance
with the applicable accounting guidance for the disposal of long-lived assets and discontinued operations, the results
of Discontinued Services, Shredding and Storage have been excluded from both continuing operations and operating
segment results for all periods presented. See Note 16 entitled Discontinued Operations for additional information.
Principles of consolidation. The consolidated financial statements include the accounts of Cintas controlled
majority-owned subsidiaries and any entities over which Cintas has control. Intercompany balances and transactions
have been eliminated as appropriate.

Use of estimates. The preparation of consolidated financial statements in conformity with U.S. Generally Accepted
Accounting Principles (U.S. GAAP) requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. The Company’s results are affected by
economic, political, legislative, regulatory and legal actions. Economic conditions, such as recessionary trends,
inflation, interest and monetary exchange rates, government fiscal policies and changes in the prices of raw materials,
can have a significant effect on operations. These factors and other events could cause actual results to differ from

64



management's estimates.

39

Edgar Filing: CINTAS CORP - Form 10-K

65



Edgar Filing: CINTAS CORP - Form 10-K

Revenue recognition. Rental revenue, which is recorded in the Uniform Rental and Facility Services reportable
operating segment, is recognized when services are performed. Other revenue, which is recorded in the First Aid and
Safety Services reportable operating segment and All Other, is recognized when either services are performed or when
products are shipped and the title and risks of ownership pass to the customer.

Cost of uniform rental and facility services. Cost of uniform rental and facility services consists primarily of
production expenses, delivery expenses and the amortization of in service inventory, including uniforms, mats, shop
towels and other ancillary items. The Uniform Rental and Facility Services reportable operating segment inbound
freight charges, purchasing and receiving costs, inspection costs, warehousing costs and other costs of distribution are
included in the cost of uniform rental and facility services.

Cost of other. Cost of other consists primarily of cost of goods sold (predominantly first aid and safety products,
uniforms and fire protection products), delivery expenses and distribution expenses in the First Aid and Safety
Services reportable operating segment and All Other. Cost of other includes inbound freight charges, purchasing and
receiving costs, inspection costs, warehousing costs and other costs of distribution.

Selling and administrative expenses. Selling and administrative expenses consist primarily of sales labor and
commissions, management and administrative labor, payroll taxes, medical expense, insurance expense, legal and
professional costs and amortization of finite-lived intangible assets.

G&K transaction and integration expenses. As a result of the acquisition of G&K in fiscal 2017, the Company
incurred various transaction and integration expenses in both fiscal 2018 and fiscal 2017, which relate primarily to
asset impairment charges, legal and professional fees, employee termination expenses, the write-off of excess
inventory, location closure expenses and other miscellaneous expenses. See Note 17 entitled G&K Services, Inc.
Transaction and Integration Expenses.

Cash and cash equivalents. Cintas considers all highly liquid domestic investments with a maturity of three months or
less, at date of purchase, to be cash equivalents. At May 31, 2018 and 2017, cash and cash equivalents includes $30.9
million and $30.6 million, respectively, of restricted cash used as collateral associated with the general insurance
program.

Marketable securities. Marketable securities are typically comprised of fixed income securities and are classified as
available-for-sale.

Accounts receivable. Accounts receivable is comprised of amounts owed through product shipments and services
provided and is presented net of an allowance for doubtful accounts. The allowance is an estimate based on historical
rates of collections and allowances for specific accounts identified as uncollectible. The allowance that is an estimate
based on Cintas' historical rates of collections is recorded for overdue amounts, beginning with a nominal percentage
and increasing substantially as the account ages. The amount provided as the account ages will differ slightly between
the Uniform Rental and Facility Services reportable operating segment, the First Aid and Safety Services reportable
operating segment and All Other because of differences in customers served and the nature of each business. When an
account is considered uncollectible, it is written off against the allowance for doubtful accounts.

Inventories. Inventories are valued at the lower of cost (first-in, first-out) or net realizable value. Cintas applies a
commonly accepted practice of using inventory turns to apply variances between actual and standard costs to the
inventory balances. The judgments and estimates used to calculate inventory turns will have an impact on the
valuation of inventories at the lower of cost or net realizable value. Inventory is comprised of the following amounts
at May 31:

(In thousands) 2018 2017

Raw materials $17,042 $17,528
Work in process 27,350 17,951
Finished goods 235,955 242,739

$280,347 $278,218
Inventories are recorded net of reserves for obsolete inventory of $37.0 million and $38.3 million at May 31, 2018 and
2017, respectively. The inventory obsolescence reserve is determined by specific identification, as well as an estimate
based on Cintas' historical rates of obsolescence.
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Uniforms and other rental items in service. These items are valued at cost less amortization, calculated using the
straight-line method. Uniforms in service (other than cleanroom and flame resistant clothing) are amortized over their
useful life of 18 months. Uniforms acquired in the G&K acquisition were amortized over 12 months. Other rental
items,
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including shop towels, mats, mops, cleanroom garments, flame resistant clothing, linens and restroom dispensers, are
amortized over their useful lives, which range from 8 to 60 months. The amortization rates used are based on industry
experience, Cintas' specific experience and wear tests performed by Cintas. These factors are critical to determining
the amount of in service inventory and related cost of uniforms and facility services that are presented in the
consolidated financial statements.

Property and equipment. Property and equipment is stated at cost, less accumulated depreciation or at fair value upon
acquisition. Depreciation is calculated using the straight-line method primarily over the following estimated useful
lives of the assets based on industry and Cintas specific experience, in years:

Buildings 30to 40
Building improvements 5 to 20
Equipment 3to 10

Leasehold improvements 2 to 15

Investments. Investments consists primarily of the cash surrender value of life insurance policies and equity method
investments. The equity method is used to account for an investment if our investment gives us the ability to exercise
significant influence over the operating and financial policies of the investee. In general, equity method investments
are initially measured at cost. However, an equity method investment resulting from a transaction in which a
controlled group of assets that constitutes a business is deconsolidated is initially measured at fair value. Cintas
recognizes its share of the investee’s earnings or losses in income. Cintas also adjusts its share of the investee's
earnings for intra-entity transactions, basis differences, investee capital transactions and other comprehensive income
through income or other comprehensive income as appropriate. Equity method investments are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of the investment might
not be recoverable.

Long-lived assets. When events or circumstances indicate that the carrying amount of long-lived assets may not be
recoverable, the estimated undiscounted future cash flows are compared to the carrying amount of the assets. If the
estimated undiscounted future cash flows are less than the carrying amount of the assets, an impairment loss is
recorded based on the excess of the carrying amount of the assets over their respective fair values. Fair value is
generally determined by discounted cash flows, prices of similar assets or third-party real estate valuations, as
appropriate. During fiscal 2017, as a result of the identification of certain G&K plants and branches for future closure,
an indicator of potential impairment was identified. Cintas recognized an impairment loss of $23.3 million during the
fiscal year ended May 31, 2017, based on the excess of the carrying amount of asset over their respective fair values.
The undiscounted cash flows used to test recoverability were performed, using Level 2 inputs based on both the cost
and market approaches, at the lowest discernible level, which is at the location level. Cintas did not identify any
indicators of impairment for the fiscal years ended May 31, 2018 and 2016.

Goodwill. Goodwill, obtained through acquisitions of businesses, is valued at cost less any impairment. Cintas
completes an annual impairment test, which may include an assessment of qualitative factors including, but not
limited to, macroeconomic conditions, industry and market conditions, and entity specific factors such as strategies
and financial performance. The test may also include the determination of the estimated fair value of Cintas' reporting
units via comparisons to current market values, where available, and discounted cash flow analyses. Assumptions may
include growth rates based on historical trends and margin improvement leveraged from such growth, as well as
discount rates. We determine discount rates separately for each reporting unit using the weighted average cost of
capital, which includes a calculation of cost of equity, which is developed using the capital asset pricing model and
comparable company betas (a measure of systemic risk), and cost of debt. We also use comparable market earnings
multiple data and our market capitalization to corroborate our reporting unit valuations. We test for goodwill
impairment at the reporting unit level. Due to the fiscal 2018 executed sale of Discontinued Services and the ongoing
integration of the acquired G&K operations within the legacy Cintas Uniform Rental and Facility Services operating
segment, the composition for Cintas’ reporting units for the evaluation of goodwill impairment has changed. Discrete
financial information of G&K ceased to exist in early fiscal 2018 and is now evaluated by the CODM within the
consolidated Uniform Rental and Facility Services operating segment. Cintas has identified four reporting units for
purposes of evaluating goodwill impairment: Uniform Rental and Facility Services, First Aid and Safety Services, and
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two reporting units within All Other. The Company evaluated impairment indicators for all reporting units, including
those prior to and subsequent to the composition change in fiscal 2018, noting none. Based on the results of the annual
impairment tests, Cintas was not required to recognize an impairment of goodwill for the fiscal years ended May 31,
2018, 2017 or 2016. Cintas will continue to perform impairment tests as of March 1 in future years and when
indicators of impairment exist.
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Service contracts and other assets. Service contracts and other assets, which consist primarily of noncompete and
consulting agreements obtained through acquisitions of businesses, are generally amortized by use of the straight-line
method over the estimated lives of the agreements, which are generally 5 to 10 years. The G&K service contract asset
is being amortized over a period of 15 years, which represents the estimated life of the economic benefit. The G&K
service contract asset amortization is based on the annual economic value of the underlying asset which generally
decreases over the 15-year term. Certain noncompete agreements, as well as all service contracts, require that a
valuation be determined using a discounted cash flow model. The assumptions and judgments used in these models
involve estimates of cash flows and discount rates, among other factors. Because of the assumptions used to value
these intangible assets, actual results over time could vary from original estimates. Impairment of service contracts
and other assets is accomplished through specific identification. No impairment has been recognized by Cintas for the
fiscal years ended May 31, 2018, 2017 and 2016.

Business Combinations. Accounting for acquisitions requires us to recognize separately from goodwill the assets
acquired and the liabilities assumed at their acquisition date fair values. Goodwill as of the acquisition date is
measured as the excess of consideration transferred over the net of the acquisition date fair values of the assets
acquired and the liabilities assumed. While we use our best estimates and assumptions to accurately value assets
acquired and liabilities assumed at the acquisition date as well as contingent consideration, where applicable, our
estimates are inherently uncertain and subject to refinement. As a result, during the measurement period, which may
be up to one year from the acquisition date, we record adjustments to the assets acquired and liabilities assumed with
the corresponding offset to goodwill. Upon the conclusion of the measurement period or final determination of the
values of assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are recorded to our
consolidated statements of income. See Note 9 entitled Acquisitions and Divestitures for a discussion of the G&K
acquisition.

Debt Issuance Costs. Debt issuance costs for the revolving credit facility are included in other assets and all other debt
issuance costs reduce the carrying amount of long-term debt.

Accrued liabilities. Current accrued liabilities are recorded when it is probable that a liability has occurred and the
amount of the liability can be reasonably estimated. Current accrued liabilities include the following amounts at May
31:

(In thousands) 2018 2017
General insurance liabilities $163,400 $153,743
Employee benefit related liabilities 112,801 110,104
Taxes and related liabilities 8,148 8,057
Accrued interest 24,763 36,638
Other 111,017 121,267

$420,129 $429,809
General insurance liabilities represent the estimated ultimate cost of all asserted and unasserted claims incurred,
primarily related to workers' compensation, auto liability and other general liability exposure through the consolidated
balance sheet dates. Our reserves are estimated through actuarial procedures of the insurance industry and by using
industry assumptions, adjusted for specific expectations based on our claims history. Cintas records an increase or
decrease in selling and administrative expenses related to development of prior claims, higher claims activity and
other environmental factors in the period in which it becomes known. These changes in estimates may be material to
the consolidated financial statements.
Long-term accrued liabilities consists primarily of reserves associated with unrecognized tax benefits, which are
described in more detail in Note 8 entitled Income Taxes, retirement obligations, which are described in more detail in
Note 10 entitled Employee Benefit Plans, and environmental obligations acquired primarily through the G&K
acquisition, which are further described below.
Environmental Obligations. Environmental obligations are recorded when it is probable that obligations have been
incurred and the costs can be reasonably estimated, except for acquired environmental obligations which are recorded
at fair value. Cintas’ environmental obligations are estimated based on an evaluation of various factors, including
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currently available facts, existing technology, presently enacted laws and regulations, and remediation experience.
Where the available information is sufficient to estimate the amount of the obligation, that estimate has been recorded.
Where the information is only sufficient to establish a range of probable liability and no point within the range is more
likely than any other, the lower end of the range has been used. Management actively monitors all locations for

42

71



Edgar Filing: CINTAS CORP - Form 10-K

compliance and changes in facts and circumstances. No one location or site is deemed to be material or in violation of
the applicable laws and regulations, even though costs are being incurred. Costs estimated for environmental
obligations are not discounted to their present value.

Pension Plans. The Company assumed G&K's noncontributory, defined benefit pension plan (the Pension Plan)
covering substantially all employees who were employed as of July 1, 2005, except certain employees who are
covered by union-administered plans. Benefits are based on the number of years of service and each employee's
compensation near retirement. G&K froze the Pension Plan effective December 31, 2006. Future growth in benefits
will not occur after this date. The Company's funding policy provides for contributions of an amount between the
minimum required and maximum amount that can be deducted for federal income tax purposes. The funded status is
measured as the difference between the fair value of plan assets and the benefit obligation at May 31, the measurement
date. The benefit obligation is the projected benefit obligation (PBO). The PBO represents the actuarial present value
of benefits expected to be paid upon retirement based on estimated future compensation levels. The measurement of
the PBO is based on the Company’s estimates and actuarial valuations. The fair value of plan assets represents the
current market value of assets held by an irrevocable trust fund for the sole benefit of participants. These valuations
reflect the terms of the Pension Plan and use participant-specific information such as compensation, age and years of
service, as well as certain assumptions that require significant judgment, including estimates of discount rates,
expected return on plan assets, rate of compensation increases, interest crediting rates and mortality rates. We
recognize, as of a measurement date, any unrecognized actuarial net gains or losses that exceed ten percent of the
larger of the projected benefit obligations or the plan assets, defined as the "corridor.” Amounts inside the corridor are
amortized over the plan participants' life expectancy. We determine the expected return on assets using the fair value
of plan assets.

Stock-based compensation. Compensation expense is recognized for all share-based payments to employees,
including stock options and restricted stock awards, in the consolidated statements of income based on the fair value
of the awards that are granted. The fair value of stock options is estimated at the date of grant using the Black-Scholes
option-pricing model. Generally, measured compensation cost, net of actual forfeitures, is recognized on a
straight-line basis over the vesting period of the related share-based compensation award.

Derivatives and hedging activities. Cintas formally documents all relationships between hedging instruments and
hedged items, as well as its risk management objective and strategy for undertaking various hedge transactions.
Derivatives are recorded at fair value on the consolidated balance sheet, and gains and losses are recorded as
adjustments to income or other comprehensive income, as appropriate. For derivative financial instruments that are
designated as a hedge, unrealized gains and losses related to the effective portion are either recognized in income
immediately to offset the realized gain or loss on the hedged item, or are deferred and reported as a component of
other comprehensive income in stockholders' equity and subsequently recognized in net income when the hedged item
affects net income. The change in fair value of the ineffective portion of a derivative financial instrument is
recognized in net income immediately.

Income taxes. The provision for income taxes includes taxes paid, currently payable or receivable, and those deferred.
The Tax Cuts and Jobs Act of 2017 (the Tax Act) includes a mandatory one-time tax on accumulated earnings of
foreign subsidiaries and, as a result, previously unremitted earnings for which no U.S. deferred tax liability had been
accrued have now been subject to U.S. tax. Deferred tax assets and liabilities are determined by the differences
between the consolidated financial statement carrying amounts and the tax basis of assets and liabilities. See Note 8
entitled Income Taxes for the types of items that give rise to significant deferred income tax assets and liabilities.
Deferred income taxes are classified as assets or liabilities based on the classification of the related asset or liability
for financial reporting purposes. Cintas regularly reviews deferred tax assets for recoverability based upon projected
future taxable income and the expected timing of the reversals of existing temporary differences. Although realization
is not assured, management believes it is more likely than not that the recorded deferred tax assets, as adjusted for
valuation allowances, will be realized.

Accounting for uncertain tax positions requires the determination of whether tax benefits claimed or expected to be
claimed on a tax return should be recorded in the consolidated financial statements. Companies may recognize the tax
benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on

72



Edgar Filing: CINTAS CORP - Form 10-K

examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the
consolidated financial statements from such a position should be measured based on the largest benefit that has a
greater than fifty percent likelihood of being realized upon ultimate settlement.

Cintas is periodically reviewed by domestic and foreign tax authorities regarding the amount of taxes due. These
reviews include questions regarding the timing and amount of deductions and the allocation of income among various
tax jurisdictions. In evaluating the exposure associated with various filing positions, Cintas records reserves as
deemed appropriate. Based on Cintas' evaluation of current tax positions, Cintas believes its tax related accruals are
appropriate.
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Litigation and other contingencies. Cintas is subject to legal proceedings and claims arising from the ordinary course
of its business, including personal injury, customer contract, environmental and employment claims. U.S. GAAP
requires that a liability for contingencies be recorded when it is probable that a liability has occurred and the amount
of the liability can be reasonably estimated. In the opinion of management, the aggregate liability, if any, with respect
to such ordinary course of business actions will not have a material adverse effect on the consolidated financial
position or consolidated results of operations of Cintas.
Fair value measurements. Financial Accounting Standards Board (FASB) Accounting Standard Codification (ASC)
Topic 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants at the measurement date. When determining the fair value measurements for assets and liabilities,
the Company considers the principal or most advantageous market in which the Company would transact and the
market-based risk measurements or assumptions that market participants would use in pricing the asset or liability,
such as inherent risk, transfer restrictions and credit risk. It also establishes a three-level fair value hierarchy that
prioritizes the inputs used to measure fair value. This hierarchy requires entities to maximize the use of observable
inputs and minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as
follows:
Level 1 Quoted prices in active markets for identical assets or liabilities.
Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and
Level 2 Hiabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not
active; or other inputs that are observable or can be corroborated by observable market data.
Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
Level 3 of the assets or liabilities. This includes certain pricing models, discounted cash flow methodologies and
similar techniques that use significant unobservable inputs.
In instances where the determination of the fair value measurement is based on inputs from different levels of the fair
value hierarchy, the level in the fair value hierarchy within which the entire fair value measurement falls is based on
the lowest level input that is significant to the fair value measurement in its entirety. Cintas' assessment of the
significance of a particular input to the fair value measurement in its entirety requires judgment and considers factors
specific to the asset or liability. There were no transfers between levels for the years ended May 31, 2018 or 2017. The
carrying value of accounts receivable and accounts payable, and other current assets and liabilities, approximate fair
value because of the short-term maturity of those instruments.
In order to meet the requirements of ASC 820, Cintas utilizes two basic valuation approaches to determine the fair
value of its assets and liabilities required to be recorded on a recurring basis at fair value. The first approach is the cost
approach. The cost approach is generally the value a market participant would expect to replace the respective asset or
liability. The second approach is the market approach. The market approach looks at what a market participant would
consider valuing an exact or similar asset or liability to that of Cintas, including those traded on exchanges.
Cintas' non-financial assets and liabilities not permitted or required to be measured at fair value on a recurring basis
primarily relate to assets and liabilities acquired in a business acquisition unless otherwise noted in Note 2 entitled
Fair Value Disclosures. Cintas is required to provide additional disclosures about fair value measurements as part of
the consolidated financial statements for each major category of assets and liabilities measured at fair value on a
non-recurring basis (including business acquisitions). Based on the nature of Cintas' business acquisitions, which
occur regularly throughout the fiscal year, the majority of the assets acquired and liabilities assumed consist of
working capital, primarily valued using Level 2 inputs, property and equipment, also primarily valued using Level 2
inputs and goodwill and other identified intangible assets valued using Level 3 inputs. In general, non-recurring fair
values determined by Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or
liabilities, which generally are not applicable to non-financial assets and liabilities. Fair values determined by Level 2
inputs utilize data points that are observable, such as definitive sales agreements, appraisals or established market
values of comparable assets. Fair values determined by Level 3 inputs are unobservable data points for the asset or
liability and include situations where there is little, if any, market activity for the asset or liability, such as internal
estimates of future cash flows and company specific discount rates.
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New accounting pronouncements. In April 2014, the FASB issued Accounting Standard Update (ASU) 2014-08,
“Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity,” which amended
accounting guidance related to the reporting of discontinued operations and disclosures of disposals of components of
an entity. The amended guidance changes the thresholds for disposals to qualify as discontinued operations and
requires additional disclosures. Cintas adopted ASU 2014-08 during the quarter ended August 31, 2015 and applied
the amended accounting guidance to Shred-it and all subsequent transactions, as appropriate.

In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts with Customers (Topic 606)," to clarify
revenue recognition principles. The standard applies one comprehensive revenue recognition model across all
contracts, entities and sectors. The core principal of the new standard is that revenue should be recognized to depict
the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The standard includes cost guidance, whereby all direct
and incremental costs to obtain or fulfill a contract will be capitalized and amortized over the corresponding period of
benefit, determined on a contract by contract basis. This guidance is also intended to improve disclosure requirements
and enhance the comparability of revenue recognition practices. Improved disclosures under the amended guidance
relate to the nature, amount, timing and uncertainty of revenue that is recognized from contracts with customers.
Cintas adopted this standard on June 1, 2018. The largest impacts to the Company’s financial statements will result
from the new qualitative and quantitative disclosures that will be required upon adoption of the new standard. There
will be two implementation adjustments upon adoption of the new standard related to the capitalization of certain
direct and incremental contract costs and the timing of revenue recognition for certain contracts with customers that
create an asset with no alternative use to the Company. The Company will apply the modified retrospective adoption
alternative for this standard and anticipates recognizing a cumulative effect adjustment in the range of approximately
$185.0 million to $215.0 million of an increase to retained earnings as of June 1, 2018, which primarily reflects the
deferral of contract costs.

In April 2015, the FASB issued ASU 2015-03, "Interest - Imputation of Interest (Subtopic 835-30), Simplifying the
Presentation of Debt Issuance Costs." ASU 2015-03 requires that debt issuance costs related to a recognized debt
liability be presented in the consolidated condensed balance sheet as a direct deduction from the carrying amount of
that debt liability, consistent with debt discounts. This guidance is effective for annual and interim periods beginning
after December 15, 2015. The guidance is applied retrospectively and early adoption is permitted. Cintas adopted
ASU 2015-03 during the quarter ended August 31, 2016 and has applied this amended accounting guidance to its
long-term debt and other assets for all periods presented.

In February 2016, the FASB issued ASU 2016-02, “Leases (Topic 842),” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases for both parties to a contract (i.e. lessees and lessors).
The new standard requires lessees to apply a dual approach, classifying leases as either finance or operating leases
based on the principle of whether or not the lease is effectively a financed purchase by the lessee. This classification
will determine whether lease expense is recognized based on an effective interest method or on a straight line basis
over the term of the lease, respectively. A lessee is also required to record a right-of-use asset and a lease liability for
all leases with a term of greater than 12 months regardless of their classification. Leases with a term of 12 months or
less will be accounted for similar to existing guidance for operating leases today. Topic 842 supersedes the previous
leases standard, ASC 840, "Leases." This guidance is effective for reporting periods beginning after December 15,
2018; however, early adoption is permitted. Entities are required to use a modified retrospective approach for leases
that exist or are entered into after the beginning of the earliest comparative period in the financial statements. Cintas is
currently evaluating the impact that ASU 2016-02 will have on its consolidated financial statements. The Company
currently expects the adoption of this standard to result in a material increase to the assets and liabilities on the
consolidated balance sheets.

In March 2016, the FASB issued ASU 2016-09, "Improvements to Employee Share-Based Payment Accounting."
ASU 2016-09 is intended to simplify accounting for share-based payments. Upon adoption, ASU 2016-09 requires
excess tax benefits for share-based payments to be recorded as a reduction of income tax expense and reflected within
operating cash flows rather than being recorded within equity and reflected within financing cash flows. The standard
also permits the repurchase of more of an employee’s shares for tax withholding purposes without triggering liability
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accounting, clarifies that all cash payments made on an employee’s behalf for withheld shares should be presented as a
financing activity on our cash flows statement, and provides an accounting policy election to account for forfeitures as
they occur. This update is effective for interim and annual periods beginning after December 15, 2016; however, early
adoption is permitted. Cintas adopted ASU 2016-09 during the quarter ended August 31, 2016 and elected to make an
accounting policy change to recognize forfeitures as they occur. The adoption impact on the consolidated balance
sheet was a cumulative-effect adjustment of $26.7 million, increasing opening retained earnings and decreasing
paid-in capital.
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In January 2017, the FASB issued ASU 2017-04, “Simplifying the Test for Goodwill Impairment.” ASU 2017-04
eliminates the two-step process that required identification of potential impairment and a separate measure of the
actual impairment. Goodwill impairment charges, if any, would be determined by the difference between a reporting
unit's carrying value and its fair value (impairment loss is limited to the carrying value). This standard is effective for
annual or any interim goodwill impairment tests beginning after December 15, 2019. The adoption of this standard is
not expected to have a material impact on the consolidated financial statements.

In March 2017, the FASB issued ASU 2017-07, “Improving the Presentation of Net Periodic Pension Cost and Net
Periodic Postretirement Benefit Costs.” ASU 2017-07 continues to require the service component of pension and other
postretirement benefit costs to be presented in the same line item as other employee compensation costs on the
consolidated statement of income and changes the presentation of other components of net benefit cost so that these
items will be presented outside of operating income within the consolidated statements of income. Cintas
retrospectively adopted ASU 2017-07 on June 1, 2017. The adoption of this standard did not have a material effect on
the consolidated financial statements.

In February 2018, the FASB issued ASU 2018-02, "Income Statement - Reporting Comprehensive Income (Topic
220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income." ASU 2018-02 allows
entities to elect to reclassify the income tax effects of the Tax Act on items within accumulated other comprehensive
income to retained earnings and requires additional related disclosures. This standard is effective for fiscal years
beginning after December 15, 2018 and interim periods within those fiscal years. Cintas is currently evaluating the
impact that ASU 2018-02 will have on its consolidated condensed financial statements.

No other new accounting pronouncement recently issued or newly effective had or is expected to have a material
impact on the consolidated financial statements.

2. Fair Value Disclosures
All financial instruments that are measured at fair value on a recurring basis (at least annually) have been segregated
into the most appropriate level within the fair value hierarchy based on the inputs used to determine the fair value at
the consolidated balance sheet date. These financial instruments measured at fair value on a recurring basis are
summarized below:
As of May 31, 2018
Fair
(In thousands) Level 1 Level 2 Level 3
Value

Cash and cash equivalents $138,724 $ -3 —$138,724
Total assets at fair value $138,724 $ -3 —$138,724
As of May 31, 2017

(In thousands) Level 1 Level2 Level 3 Fair
Value

Cash and cash equivalents $169,266 $— $ —$169,266

Marketable securities:

Canadian treasury securities — 22,219 — 22,219

Total assets at fair value $169,266 $22.219 $ —$191,485

Cintas' cash and cash equivalents and marketable securities are generally classified within Level 1 or Level 2 of the
fair value hierarchy. Financial instruments classified as Level 1 are based on quoted market prices in active markets,
and financial instruments classified as Level 2 are based on quoted market prices, broker or dealer quotations or
alternative pricing sources with reasonable levels of price transparency. The types of financial instruments Cintas
classifies within Level 1 include most bank deposits and money market securities. Cintas does not adjust the quoted
market price for such financial instruments.
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The types of financial instruments Cintas classifies within Level 2 are primarily high grade domestic commercial
paper and Canadian treasury securities (federal). The valuation technique used for Cintas’ marketable securities
classified within Level 2 of the fair value hierarchy is primarily the market approach. The primary inputs to value
Cintas’ marketable securities are the respective instrument's future cash flows based on its stated yield and the amount
a market participant would pay for a similar instrument. Primarily all of Cintas’ marketable securities are actively
traded and the recorded
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fair value reflects current market conditions. However, due to the inherent volatility in the investment market, there is
at least a possibility that recorded investment values may change in the near term.

Interest, realized gains and losses and declines in value determined to be other than temporary on available-for-sale
securities are included in interest income or expense. The cost of the securities sold is based on the specific
identification method. There were no outstanding marketable securities as of May 31, 2018. The amortized cost basis
of marketable securities as of May 31, 2017 was $22.2 million. Purchases of marketable securities were $143.9
million, $171.3 million and $488.8 million for the fiscal years ended May 31, 2018, 2017 and 2016, respectively. All
outstanding marketable securities as of May 31, 2017 had contractual maturities due within one year.

The methods described above may produce a fair value that may not be indicative of net realizable value or reflective
of future fair values. Furthermore, while Cintas believes its valuation methods are appropriate and consistent with
other market participants, the use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different estimate of fair value at the consolidated balance sheet dates.

In addition to assets and liabilities that are recorded at fair value on a recurring basis, Cintas records assets and
liabilities at fair value on a nonrecurring basis as required under U.S. GAAP. Cintas' acquisition of G&K in fiscal
2017 was recorded at fair value. See Note 9 entitled Acquisitions and Divestitures for additional information on the
measurement of the G&K assets acquired and liabilities assumed.

3. Property and Equipment
Cintas' property and equipment is summarized as follows at May 31:

(In thousands) 2018 2017
Land $177,281 $173,166
Buildings and improvements 644,322 624,615
Equipment 2,070,009 1,930,018
Leasehold improvements 34,891 32,679
Construction in progress 119,937 79,400

3,046,440 2,839,878
Less: accumulated depreciation 1,663,710 1,516,377
$1,382,730 $1,323,501

Interest expense is net of capitalized interest of $1.0 million, $2.1 million and $1.1 million for the fiscal years ended
May 31, 2018, 2017 and 2016, respectively. Cintas capitalizes certain expenditures for software that are purchased or
internally developed for use in business. Included in equipment at May 31, 2018 and 2017 were $253.8 million and
$229.0 million, respectively, of internal use software. Depreciation of internal use software begins when the software
is ready for service and continues on the straight-line method over the estimated useful life, generally 10 years.
Accumulated depreciation related to internal use software included in accumulated depreciation were $88.8 million
and $78.3 million at May 31, 2018 and 2017, respectively.

4. Investments

Investments at May 31, 2018 of $175.6 million include the cash surrender value of insurance policies of $154.0
million, equity method investments of $16.4 million and cost method investments of $5.2 million. Investments at
May 31, 2017 of $164.8 million include the cash surrender value of insurance policies of $144.0 million, equity
method investments of $15.8 million and cost method investments of $5.0 million.

Investments are evaluated for impairment on an annual basis or when indicators of impairment exist. For fiscal years
2018, 2017 and 2016, no losses due to impairment were recorded.
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5. Goodwill, Service Contracts and Other Assets
Changes in the carrying amount of goodwill and service contracts by reportable operating segment and All Other, are
as follows:
Uniform First Aid
o Rental and All
Goodwill (in thousands) and Facility Safety Other Total

Services Services

Balance at June 1, 2016 $949,730  $241,448 $84,898 $1,276,076

Goodwill acquired 1,499,008 2,265 6,281 1,507,554
Foreign currency translation (668 ) (601 ) (26 ) (1,295 )
Balance at May 31,2017  $2,448,070 $243,112 $91,153 $2,782,335
Goodwill acquired (1) 55,152 370 5,939 61,461
Foreign currency translation 2,254 797 41 3,092

Balance at May 31, 2018  $2,505,476 $244,279 $97,133 $2,846,888

(1 Adjustments to the G&K preliminary purchase price allocation represents $52.7 million of the acquired goodwill in
the Uniform Rental and Facility Services reportable operating segment. See Note 9 entitled Acquisitions and
Divestitures for more information.

Assets held for sale at May 31, 2017 include $15.5 million of goodwill associated with Discontinued Services.
Uniform

First Aid
Rental and All
Service Contracts (in thousands) and Total
- Safety  Other
Facility .
. Services
Services
Balance at June 1, 2016 $19.912 $32,252 $26,030 $78,194
Service contracts acquired 521,708 1,632 5,895 529,235
Service contracts amortization (11,636 ) (3,952 ) (4,922 ) (20,510 )
Foreign currency translation (61 ) 130 — 69
Balance at May 31, 2017 $529,923 $30,062 $27,003 $586,988
Service contracts acquired 4,098 985 4,310 9,393
Service contracts amortization (45,296 ) (3,842 ) (4,906 ) (54,044 )
Foreign currency translation 3,342 89 — 3,431
Balance at May 31, 2018 $492,067 $27,294 $26,407 $545,768

Information regarding Cintas' service contracts and other assets is as follows:
As of May 31, 2018
Carrying Accumulated

In thousands ..
( ) Amount Amortization

Service contracts $924,978 $ 379,210 $545,768
Noncompete and consulting agreements $41,710 $ 39,877 $1,833
Other 38,787 11,305 27,482
Total $80,497 $ 51,182 $29,315

As of May 31, 2017
Carrying Accumulated

In thousands ..
( ) Amount Amortization
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$911,273 $ 324,285

Noncompete and consulting agreements $40,743 $ 39,244

Other
Total

48

34,890 4,422
$75,633 $ 43,606

$586,988

$1,499
30,468
$31,967
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Amortization expense for continuing operations was $61.2 million, $22.8 million and $14.2 million for the fiscal years
ended May 31, 2018, 2017 and 2016, respectively. Estimated amortization expense for continuing operations,
excluding any future acquisitions, for each of the next five full fiscal years and thereafter is $62.5 million, $61.1
million, $55.2 million, $53.2 million, $44.9 million and $283.4 million, respectively. At May 31, 2018, the weighted
average amortization period for service contracts, noncompete and consulting agreements and other was 12.8 years, 5
years and 4 years, respectively.

6. Debt and Derivatives

Cintas' debt is summarized as follows at May 31:

Interest

Fiscal Year Fiscal Year

(In thousands) Rate Issued Maturity 2018 2017

Debt due within one year

Senior notes 6.13 % 2008 2018 $— $300,000
Commercial paper 1.24 % (U Various Various  — 50,500
Current portion of term loan ~ 2.00 % (U 2017 2018 — 12,500

Debt issuance costs — (100 )
Total debt due within one year $— $362,900
Debt due after one year

Senior notes 430 % 2012 2022 $250,000  $250,000
Senior notes 290 % 2017 2022 650,000 650,000
Senior notes 325 % 2013 2023 300,000 300,000
Senior notes 2 2.78 % 2013 2023 52,119 52,554
Senior notes 3 3.11 % 2015 2025 52,309 52,645
Senior notes 370 % 2017 2027 1,000,000 1,000,000
Senior notes 6.15 % 2007 2037 250,000 250,000
Long-term portion of term loan 2.00 % () 2017 2022 — 237,500
Debt issuance costs (19,119 ) (22,075 )

Total debt due after one year $2,535,309 $2,770,624
() Variable rate debt instrument. The rate presented is the variable borrowing rate at May 31, 2017.
(@) Cintas assumed these senior notes with the acquisition of G&K, and they were recorded at fair value. The interest
rate shown above is the effective interest rate. The principal amount of these notes is $50.0 million with a stated
interest rate of 3.73%.
() Cintas assumed these senior notes with the acquisition of G&K, and they were recorded at fair value. The interest
rate shown above is the effective interest rate. The principal amount of these notes is $50.0 million with a stated
interest rate of 3.88%.
The average interest rate for all Cintas debt at May 31, 2018 was 3.8% with maturity dates through fiscal year 2037.
Cintas' senior notes, excluding the G&K senior notes assumed with the acquisition of G&K in fiscal 2017, and term
loan are recorded at cost, net of debt issuance costs. The fair value of the long-term debt is estimated using Level 2
inputs based on general market prices. The carrying value and fair value of Cintas' debt as of May 31, 2018 were
$2,550.0 million and $2,582.0 million, respectively, and as of May 31, 2017 were $3,156.0 million and $3,296.8
million, respectively. On December 1, 2017, in accordance with the terms of the notes, Cintas paid the $300.0 million
aggregate principal amount of its 6.13%, 10-year senior notes that matured on that date with cash on hand and $265.0
million in proceeds from the issuance of commercial paper. During the twelve months ended May 31, 2018, Cintas
paid a net total of $50.5 million of commercial paper.
Letters of credit outstanding were $143.0 million and $110.9 million at May 31, 2018 and 2017, respectively.
Maturities of debt during each of the next five years are $0.0 million, $0.0 million, $0.0 million, $900.0 million and
$350.0 million, respectively.
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Interest paid was $122.1 million, $76.6 million and $64.5 million for the fiscal years ended May 31, 2018, 2017 and
2016, respectively. Interest paid in fiscal 2017 included the payment of $17.1 million in short-term debt financing
fees, which were related to the acquisition of G&K and are not reoccurring.
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The credit agreement that supports our commercial paper program was amended on September 16, 2016. The
amendment increased the capacity of the revolving credit facility from $450.0 million to $600.0 million and added a
$250.0 million term loan. The term loan facility was paid in full during the first quarter of fiscal 2018. The credit
agreement has an accordion feature that provides Cintas the ability to request increases to the borrowing commitments
under either the revolving credit facility or the term loan facility of up to $250.0 million in the aggregate, subject to
customary conditions. The maturity date of the agreement is September 15, 2021. No commercial paper or borrowings
on our revolving credit facility were outstanding at May 31, 2018. As of May 31, 2017, there was $50.5 million of
commercial paper outstanding with a weighted average interest rate of 1.24% and maturity dates less than 30 days and
no borrowings on our revolving credit facility. The fair value of the commercial paper is estimated using Level 2
inputs based on general market prices. Given its short-term nature, the carrying value of the outstanding commercial
paper approximates fair value.

Cintas uses interest rate locks to manage its overall interest expense as interest rate locks effectively change the
interest rate of specific debt issuances. The interest rate locks are entered into to protect against unfavorable
movements in the benchmark treasury rate related to forecasted debt issuances. Cintas used interest rate lock
agreements to hedge against movements in the treasury rates at the time Cintas issued its senior notes in fiscal 2007,
fiscal 2008, fiscal 2012, fiscal 2013 and fiscal 2017. The amortization of the cash flow hedges resulted in a decrease to
other comprehensive income of $0.9 million in the fiscal year ended May 31, 2018 and an increase to other
comprehensive income of $1.1 million and $2.0 million in the fiscal years ended May 31, 2017 and 2016,
respectively. During the third quarter of fiscal 2016, Cintas entered into an interest rate lock agreement with a notional
value of $550.0 million for a forecasted debt issuance. As of the third quarter of fiscal 2017, Cintas had multiple
interest rate lock agreements in place for forecasted long-term debt issuances. The notional value of the planned debt
issuances was $500.0 million of 5-year senior notes and $1.0 billion of 10-year senior notes. In conjunction with the
issuance of long-term debt in the fourth quarter of fiscal 2017, Cintas settled these interest rate lock agreements,
which resulted in a deferred gain of $30.2 million. The effective portion of the gain was recorded in other
comprehensive income to be amortized as a reduction to interest expense beginning in the fourth quarter of fiscal 2017
through the remaining life of the debt.

To hedge the exposure of movements in the foreign currency rates, Cintas may use foreign currency hedges. These
hedges reduce the impact on cash flows from movements in the foreign currency exchange rates. Examples of foreign
currency hedge instruments that Cintas may use are average rate options and forward contracts. These instruments did
not impact foreign currency exchange during fiscal 2018, 2017 or 2016. Cintas had no foreign currency forward
contracts as of May 31, 2018 or 2017.

Cintas has certain covenants related to debt agreements. These covenants limit Cintas' ability to incur certain liens, to
engage in sale-leaseback transactions and to merge, consolidate or sell all or substantially all of Cintas' assets. These
covenants also require Cintas to maintain certain debt to consolidated earnings before interest, taxes, depreciation and
amortization (EBITDA) and interest coverage ratios. Cross-default provisions exist between certain debt instruments.
If a default of a significant covenant were to occur, the default could result in an acceleration of the maturity of the
indebtedness, impair liquidity and limit the ability to raise future capital. Cintas was in compliance with all of the debt
covenants for all periods presented.

7. Leases

Cintas conducts certain operations from leased facilities and leases certain equipment. Most leases contain renewal
options for periods from 1 to 10 years. The lease agreements provide for increases in rent expense if the options are
exercised based on increases in certain price level factors or other prearranged factors. Step rent provisions, escalation
clauses, capital improvements funding and other lease concessions are taken into account in computing minimum
lease payments. Minimum lease payments are recognized on a straight-line basis over the minimum lease term. Lease
payments are not dependent on an existing index or rate and are not included in minimum lease payments. It is
anticipated that expiring leases will be renewed or replaced.

The minimum rental payments under noncancelable lease arrangements for each of the next five years and thereafter
are $49.3 million, $41.6 million, $33.7 million, $25.5 million, $18.9 million and $27.7 million, respectively.
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Rent expense for continuing operations under operating leases during the fiscal years ended May 31, 2018, 2017 and
2016, was $70.0 million, $49.6 million and $40.8 million, respectively. The increase in the year ended May 31, 2018,
is related to increases in leased facilities and leased equipment as a result of the G&K acquisition.
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8. Income Taxes
Income before income taxes for continuing operations consists of the following components:
(In thousands) 2018 2017 2016

U.S. operations  $798,215 $673,055 $685,167
Foreign operations 42,786 14,349 20,148
$841,001 $687,404 $705,315

Income tax expense (benefit) for continuing operations consists of the following components:
(In thousands) 2018 2017 2016

Current:

Federal $137,601 $187,134 $272,663
State and local 19,582 27,197 25,428
Foreign 15,103 6,996 6,471

172,286 221,327 304,562
Deferred (115,217 ) 8,791 (47,852 )
$57,069 $230,118 $256,710

Reconciliation of income tax expense for continuing operations using the statutory rate and actual income tax expense

is as follows:

(In thousands) 2018 2017 2016
Income taxes at the U.S. federal statutory rate $245.322 $240,677 $246,881
Permanent differences (1) (47,137 ) (29,414 ) —
State and local income taxes, net of federal benefit 24,783 19,210 16,339
Other @ 4,451 ) (355 ) (6,510 )
Impact of the Tax Act:
Deemed repatriation of non-U.S. earnings, net of foreign 9.768 o o
tax credits and other (collectively, transition tax) ’
Non-U.S. withholding taxes related to certain non-U.S. 4363 o o
earnings subject to repatriation ’
Remeasurement of U.S. net deferred tax liabilities from (175579 ) — o

35% to 21%
$57,0609 $230,118 $256,710
() Includes the impact of ASU 2016-09.

) Primarily consists of adjustments for uncertain tax positions, deferred adjustments and return to provision
adjustments.
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The components of deferred income taxes included on the consolidated balance sheets are as follows:

(In thousands) 2018 2017
Deferred tax assets:
Allowance for doubtful accounts $6,955 $7,707
Inventory obsolescence 8,668 16,096
Insurance and contingencies 36,727 54,489
Stock-based compensation 53,532 73,027
Net operating loss and foreign related carry-forwards () 11,910 37,814
Deferred compensation and other 31,093 25,891
148,885 215,024
Valuation allowance (11,302 ) (18,088 )

137,583 196,936
Deferred tax liabilities:

Uniform and other rental items in service 143,580 210,766
Property and equipment 115,712 126,872
Service contracts and other intangible assets 183,000 290,049
Treasury locks 3,545 6,435
State taxes and other 44,327 32,142
490,164 666,264
Net deferred tax liability $352,581 $469,328

() The decrease in fiscal 2018 from fiscal 2017 is primarily due to the utilization of the net operating loss related to
the G&K acquisition in fiscal 2017. The majority of these net operating losses have a five-year expiration period.
The progression of the valuation allowance is as follows:

(In thousands) 2018 2017
Balance at beginning of year $(18,088) $(17,047)
Additions (3,268 ) (1,667 )
Subtractions (D 10,054 626
Balance at end of year $(11,302) $(18,088)

() Primarily related to expiration of net operating loss carryforwards and application of the Tax Act.

Income taxes paid were $175.3 million, $269.6 million and $452.6 million for the fiscal years ended May 31, 2018,
2017 and 2016, respectively.

As of May 31, 2018 and 2017, there was $26.9 million and $12.6 million, respectively, in total unrecognized tax
benefits, which, if recognized, would favorably impact Cintas' effective tax rate. Cintas recognizes interest accrued
related to unrecognized tax benefits and penalties in income tax expense in the consolidated statements of income,
which is consistent with the recognition of these items in prior reporting periods. The total amount accrued for interest
and penalties as of May 31, 2018 and 2017, was $1.8 million and $0.9 million, respectively. Cintas records this tax
liability in long-term accrued liabilities on the consolidated balance sheets, as appropriate.
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A reconciliation of the beginning and ending amount of the gross unrecognized tax benefits (exclusive of interest and

penalties) is as follows:
(In thousands)

Balance at June 1, 2016 $16,531
Additions from G&K acquisition (1) 2,084
Additions for tax positions of prior years 2,520
Settlements @ (1,044 )
Statute expirations 2,734 )
Balance at May 31, 2017 $17,357
Additions for tax positions of the current year 10,164
Additions from G&K acquisition (1) 6,394
Additions for tax positions of prior years 5,675
Statute expirations (2,943 )
Balance at May 31, 2018 $36,647

() Increase in unrecognized tax benefit associated with unrecognized benefits assumed in the G&K acquisition.

(2) Decrease in unrecognized tax benefit associated with the settlement of a fiscal 2012 Internal Revenue Service audit.
The majority of Cintas' operations are in North America. Cintas is required to file federal income tax returns, as well
as state income tax returns in a majority of the domestic states and also in certain Canadian provinces. At times,
Cintas is subject to audits in these jurisdictions. The audits, by nature, are sometimes complex and can require several
years to resolve. The final resolution of any such tax audit could result in either a reduction in Cintas' accruals or an
increase in its income tax provision, either of which could have an impact on the consolidated results of operation in
any given period.

All U.S. federal income tax returns are closed to audit through fiscal 2014. Cintas is currently in various audits in
certain foreign jurisdictions and certain domestic states. The years under foreign and domestic state audits cover fiscal
years back to 2013. Based on the resolution of the various audits and other potential regulatory developments, it is
expected that the balance of unrecognized tax benefits will not change for the fiscal year ending May 31, 2019.

On December 22, 2017, the President signed into legislation the Tax Act. Among other changes, the Tax Act reduced
the U.S. corporate tax rate from 35% to 21% and requires companies to pay a one-time transition tax on earnings of
foreign subsidiaries. The Tax Act also includes provisions that are expected to offset some of the benefit of the
anticipated U.S. corporate tax rate reduction, including the repeal of the deduction for domestic production activities
and the expansion of the limitation on the deduction of certain executive compensation. In addition, the Tax Act alters
the landscape of taxation of non-U.S. operations and provides immediate deductions for certain new investments,
among other provisions.

Provisional Deferred Tax Revaluation

Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in years in
which those temporary differences are expected to be recovered or settled. As changes in tax laws or rates occur,
deferred tax assets and liabilities are adjusted through income tax expense in the period changes are enacted. Cintas
revalued its deferred tax assets and liabilities based on the newly enacted 21% U.S. corporate tax rate. Cintas will
continue to revise certain aspects of the calculation, which could potentially affect the measurement of these balances
or give rise to new deferred tax amounts. The provisional amount related to the revaluation of the net deferred tax
liability balance was a benefit of $175.6 million, which was recognized as a component of income tax expense for the
fiscal year ended May 31, 2018.

Provisional Transition Tax
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The one-time transition tax is based on Cintas' post-1986 earnings and profits (E&P) of foreign subsidiaries that were
previously deferred for U.S. income tax purposes. Cintas recorded a transition tax liability, net of foreign tax credits,
of $9.8 million that was recognized as additional income tax expense during the fiscal year ended May 31, 2018.
Cintas is still revising the transition tax calculation, as the Company has not completed its final analysis of all
provisions of the Tax Act. The provisional amount is subject to change based on computation of final fiscal 2018
E&P, the amounts held in cash and cash equivalents at the end of fiscal 2018, a historical E&P validation and foreign
tax credit analysis.
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Foreign Withholding Tax

Foreign withholding taxes of $3.7 million have been recognized and paid on certain non-U.S. earnings subject to
repatriation that were previously tax deferred. We will continue to monitor all foreign E&P we believe to be
permanently reinvested in foreign operations, if any.

Given the impact of the G&K acquisition to Cintas' Canadian operations in fiscal 2018, Cintas has revised its position
to a partially invested assertion (only a portion of future E&P is no longer deemed to not be permanently reinvested).
Cintas has accrued a withholding tax estimate of $0.7 million related to fiscal 2018 earnings not deemed to be
permanently reinvested as it relates to E&P generated after the enactment of the Tax Act.

As of May 31, 2018, the estimated impacts of the Tax Act recorded during the twelve months ended May 31, 2018 are
provisional in nature, and Cintas will continue to assess the impact of the Tax Act and will record adjustments through
the income tax provision in the relevant period as amounts are known and reasonably estimable during the
measurement period. Accordingly, Cintas has not completed the final analysis related to the tax impact of the Tax Act,
consequently, the impact of the Tax Act may differ from Cintas' provisional estimates due to, and among other factors,
information currently not available, changes in interpretations and the issuance of additional guidance, as well as
changes in assumptions, including actions Cintas may take in future periods as a result of the Tax Act. However,
Cintas has recognized a reasonable estimate of the effects of its deferred tax balances and one-time transition tax that
are recorded within the financial statements for the fiscal year ended May 31, 2018.

Although realization is not assured, management believes it is more likely than not that the recorded deferred tax
assets, net of valuation allowances, will be realized.

9. Acquisitions and Divestitures

Acquisitions

The purchase price paid for each acquisition has been allocated to the fair value of the assets acquired and liabilities
assumed. During fiscal 2018, Cintas acquired five businesses included in the Uniform Rental and Facility Services
reportable operating segment, three businesses included in the First Aid and Safety Services reportable operating
segment and six businesses included in All Other. During fiscal 2017, Cintas acquired three businesses included in the
Uniform Rental and Facility Services reportable operating segment, including the G&K acquisition discussed below,
four businesses included in the First Aid and Safety Services reportable operating segment, and eleven businesses
included in All Other.

The following summarizes the aggregate purchase price and fair value allocations for all businesses acquired:

(In thousands) 2018 2017

Fair value of tangible assets acquired $421  $550,491
Fair value of service contracts acquired 9,271 529,235
Fair value of other intangibles acquired 892 17,556
Net goodwill recognized 12,094 1,507,554
Total fair value of assets acquired 22,678 2,604,836
Fair value of liabilities assumed 3,332 502,465

Total cash paid for acquisitions, net of cash acquired $19,346 $2,102,371
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G&K Acquisition

On March 21, 2017, Cintas completed the acquisition of G&K for consideration of approximately $2.1 billion.
Pursuant to the merger agreement governing the acquisition, each share of common stock of G&K issued and
outstanding immediately prior to the effective time of the G&K acquisition was canceled and converted into the right
to receive $97.50 in cash. The total purchase price was $2,078.4 million, which was funded using a combination of
new senior notes, a term loan, other borrowings under our existing credit facility and cash on hand. The net
consideration transferred for G&K consisted of the following items:

(In thousands)

Cash consideration for common stock $1,901,845 (O
Cash consideration for share-based awards 62,257 @
Cash consideration for G&K revolving debt 124,180 (€)
Cash consideration for transaction expenses 24,529 Q)
Total consideration 2,112,811
Cash acquired (34,393 )
Net consideration transferred $2,078,418

() The cash consideration for outstanding shares of G&K common stock is the product of the agreed-upon cash per
share price of $97.50 and total G&K outstanding shares of approximately 19.5 million.

(@) The cash consideration for share-based awards is the product of the agreed-upon cash per share price of $97.50 and
the total number of restricted stock outstanding and the “in the money” stock options net of the weighted average
exercise price.

() The cash consideration for G&K revolving debt reflects the repayment of the outstanding obligation.

4 Represents G&K legal and professional fees that were incurred prior to acquisition and were due upon the closing
of the transaction.

) Represents the G&K cash balance acquired at acquisition.

Purchase Price Allocation

Cintas accounted for the G&K acquisition using the acquisition method. The final allocation of the purchase price was
determined by management with the assistance of third-party valuation specialists and is based on estimates of the fair
value of assets acquired and liabilities assumed as of March 21, 2017. The components of the final purchase price
allocation, at fair value, are as follows:

Assets: 2018
Accounts receivable $95,710
Inventories 28,813
Uniforms and other rental items in service 93,659
Income taxes, current 15,873
Prepaid expenses and other current assets 43,235
Property and equipment 253,346
Goodwill 1,545,905
Service contracts 519,000
Trade names 17,000
Other assets 15,585
Liabilities:

Accounts payable (53,220 )
Accrued compensation and related liabilities (9,594 )
Accrued liabilities (108,198 )
Long term accrued liabilities (85,688 )
G&K senior notes (105,359 )
Deferred income taxes (187,649 )
Total consideration $2,078,418
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As a result of the finalization of the G&K purchase price allocation in the fourth quarter of fiscal 2018, adjustments
were made to the preliminary purchase price allocation to adjust the acquired environmental obligations of G&K to
fair value (in accordance with ASC Topic 820) on the acquisition date and record the corresponding deferred income
tax impact. Cintas has an environmental and legal group dedicated to the ongoing review and monitoring of
environmental remediation sites, including those acquired by G&K. During the measurement period, the
environmental group performed an evaluation of the G&K locations’ operational history and a consideration of
alternative remedies and cost sharing arrangements resulted in Cintas’ calculation of the estimated fair value of the
acquired obligations. Cintas’ environmental and legal group will continue to monitor the acquired environmental
obligations and adjustments to these reserves could occur in the future. New environmental obligations will be
recorded in accordance with Cintas’ accounting policy, as described in Note 1 under "Environmental Obligations."
The fair value of the intangible assets has been estimated using the income approach through a discounted cash flow
analysis (except as noted below with respect to the trade names) with the cash flow projections discounted using a rate
of 9.5%. The cash flows are based on estimates used to price the G&K acquisition, and the discount rates applied were
benchmarked with reference to the implied rate of return from Cintas’ pricing model and the weighted average cost of
capital.

The G&K service contract intangible asset is being amortized over a period of 15 years, which represents the
estimated useful life of the economic benefit, and the asset amortization is based on the annual economic value of the
underlying asset, which generally decreases over the 15-year term. The trade names represent the G&K corporate
trade name and all of the branded variations thereof. Cintas applied the income approach through a relief from royalty
method analysis to determine the fair value of the trade name assets.

The table below sets forth the valuation and amortization period of identifiable intangible assets:

Identifiable intangible assets: Valuation Amortization Period

Service contracts $519,000 15 years
Trade names 17,000 3 years
Total $536,000

Cintas estimated the fair value of the acquired property, plant and equipment using a combination of the cost and
market approaches, depending on the type of asset. The fair value of property, plant and equipment consisted of real
property of $141.8 million and personal property of $111.5 million.

Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the
estimated future economic benefits arising from other assets acquired that could not be individually identified and
separately recognized. None of the goodwill is deductible for income tax purposes. The factors contributing to the
recognition of the amount of goodwill are based on several strategic and synergistic benefits that are expected to be
realized from the G&K acquisition. These benefits include improved service capabilities, an enhanced footprint in the
markets that we serve, attractive synergy opportunities and value creation. The goodwill is entirely allocated to the
Uniform Rental and Facility Services reportable operating segment.

The following unaudited pro forma information presents the combined financial results for Cintas and G&K as if the
G&K acquisition had been completed at the beginning of Cintas’ fiscal 2016, June 1, 2015. Prior to the acquisition,
G&K used a 52-week or 53-week fiscal year ending on the Saturday nearest June 30. The pro forma financial
information set forth below for the year ended May 31, 2016 includes G&K's annual results for the period of June 28,
2015 through July 2, 2016 adjusted for number of working days in Cintas' fiscal 2016. The pro forma financial
information for the year ended May 31, 2017 includes G&K's publicly reported results for the period of July 2, 2016
through December 31, 2016 annualized and adjusted for the number of work days in the stub period of June 1, 2016
through March 21, 2017 and the actual results from March 22, 2017 through May 31, 2017. Actual net sales and net
income of the acquired G&K business included in reported fiscal 2017 results were $187.7 million and $5.7 million,

respectively.
In thousands except per share data 2017 2016
Net sales $6,107,109 $5,762,741
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Net income $488,482 $520,224

Earnings per common share - diluted $4.45 $4.66
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The information above does not include the pro forma adjustments that would be required under Regulation S-X for
pro forma financial information, and does not reflect future events that may occur after May 31, 2017 or any operating
efficiencies or inefficiencies that may result from the G&K acquisition and related financing. Therefore, the
information is not necessarily indicative of results that would have been achieved had the businesses been combined
during the periods presented or the results that Cintas will experience going forward.

Cintas is required to provide additional disclosures about fair value measurements as part of the consolidated financial
statements for each major category of assets and liabilities measured at fair value on a nonrecurring basis (including
business acquisitions). The working capital assets and liabilities, as well as the property and equipment acquired, were
valued using Level 2 inputs which included data points that are observable, such as definitive sales agreements,
appraisals or established market values of comparable assets (market approach). Goodwill, service contracts and other
intangibles were valued using Level 3 inputs, which are unobservable by nature, and included internal estimates of
future cash flow using a discount rate of 9.5% (income approach). Significant increases (decreases) in any of those
unobservable inputs in isolation would result in a significantly lower (higher) fair value measurement. Management
utilizes third-party valuation firms to assist in the determination of purchase accounting fair values, and specifically
those considered Level 3 measurements. Management ultimately oversees the third-party valuation firms to ensure
that the transaction-specific assumptions are appropriate for Cintas.

Divestitures

In fiscal 2018, Cintas sold a significant business referred to as Discontinued Services which was primarily included in
All Other. Additionally, in fiscal 2014, Cintas completed the Shredding Transaction with Shred-it International, Inc. to
combine Cintas’ Shredding with Shred-it International Inc.’s shredding business and created the Shred-it Partnership. In
fiscal 2016, Cintas sold Shred-it. In fiscal 2015, Cintas sold Storage. Storage, excluding related real estate owned by
Cintas, was sold in three separate transactions to three separate buyers. In fiscal 2016, Cintas sold the remaining
Storage assets classified as held for sale. Both Shredding and Storage were previously included in the former
Document Management Services operating segment. As a result of the transactions noted above, the results from
Discontinued Services, Shredding, Shred-it and Storage are reported under discontinued operations for all periods
presented and are excluded from continuing operations and from operating segment results for all periods presented.
See Note 16 entitled Discontinued Operations for additional information.
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10. Employee Benefit Plans

Pension Plans

In conjunction with the acquisition of G&K, Cintas assumed G&K's noncontributory defined benefit pension plan (the
Pension Plan) that covers substantially all G&K employees who were employed as of July 1, 2005, except certain
employees who were covered by union-administered plans. Benefits are based on the number of years of service and
each employee’s compensation near retirement. We will make annual contributions to the Pension Plan consistent with
federal funding requirements. The Pension Plan was frozen by G&K effective December 31, 2006. Future growth in
benefits will not occur beyond this date. Applicable accounting standards require that the consolidated balance sheet
reflect the funded status of the pension plan. The funded status of the Pension Plan is measured as the difference
between the plan assets at fair value and the projected benefit obligation. The net pension liability at May 31, 2018
and 2017 is included in the long-term accrued liabilities on the consolidated balance sheet. Unrecognized differences
between actual amounts and estimates based on actuarial assumptions are included in accumulated other
comprehensive income in our consolidated balance sheet. The difference between actual amounts and estimates based
on actuarial assumptions are recognized in other comprehensive income in the period in which they occur. The
estimated amortization from accumulated other comprehensive income into net periodic benefit cost during fiscal year
2019 is immaterial.

Obligations and Funded Status at May 31:

(in thousands) 2018 2017
Change in benefit obligation:

Projected benefit obligation, beginning of year $87,387 $—
Projected benefit obligation acquired in G&K acquisition — 84,553
Interest cost 2,818 562
Actuarial (gain) loss (940 ) 2,750
Benefits paid (2,924 ) (478 )
Projected benefit obligation, end of year $86,341 $87,387
Change in plan assets:

Fair value of plan assets, beginning of year $59,396 $—

Plan assets acquired in G&K acquisition — 57,747
Actual return on plan assets 2,309 2,127
Benefits paid (2,924 ) (478 )
Fair value of plan assets, end of year $58,781 $59,396
Funded status-net amount recognized $(27,560) $(27,991)

The accrued benefit liability of $27.6 million and $28.0 million was included in long-term accrued liabilities on the
consolidated balance sheet as of May 31, 2018 and 2017, respectively. An unrecognized net actuarial loss of $0.8
million and $1.2 million related to the Pension Plan was included in "other" within in the accumulated other
comprehensive loss on the Consolidated Balance Sheet at May 31, 2018 and 2017, respectively.

Components of Net Periodic Benefit Cost

(in thousands) 2018 2017
Interest cost $2,818 $562
Expected return on assets (2,832 ) (590 )
Amortization of net loss — —
Net periodic benefit cost $(14 ) $(28)
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Assumptions
The following weighted average assumptions were used to determine benefit obligations for the Pension Plan at May
31, 2018 and 2017:
2018 2017
Discount rate 3.95% 3.79%
Rate of compensation increase N/A  N/A
The following weighted average assumptions were used to determine net periodic benefit cost for the Pension Plan for
the fiscal year ended May 31, 2018 and 2017:
2018 2017
Discount rate 3.79% 4.00%
Expected return on plan assets 4.90% 5.40%
Rate of compensation increase N/A  N/A
Plan Assets
The asset allocations in the Pension Plan at May 31, 2018 and 2017 are as follows:

2018 2018 2017

Target Asset Actual Actual

Allocation Asset Asset

Allocation Allocation

International equity 8.0 % 79 % 83 %
Large cap equity 260 % 265 % 263 %
Small cap equity 5.0 % 56 % 53 %
Absolute return strategy funds 16.0 % 158 % 162 %
Fixed income 450 % 442 % 436 %
Long/short equity fund — % — % 03 %
Total 100 % 100 % 100 %

Our investment committee, assisted by outside consultants, evaluates the objectives and investment policies
concerning our long-term investment goals and asset allocation strategies. Plan assets are invested in various asset
classes that are expected to produce a sufficient level of diversification and investment return over the long term. To
develop the expected long-term rate of return on asset assumptions, we consider the historical returns and future
expectations of returns for each asset class, as well as the target asset allocation, changes in investments expenses and
investment goals of the pension portfolio. This resulted in the selection of 4.90% expected return on plan assets for
fiscal year 2018 and 5.40% expected return on plan assets for fiscal year 2017. The investment goals are (1) to meet or
exceed the assumed actuarial rate of return over the long term within reasonable and prudent levels of risk, and (2) to
preserve the real purchasing power of assets to meet future obligations. The nature and duration of benefit obligations,
along with assumptions concerning asset class returns and return correlations, are considered when determining an
appropriate asset allocation to achieve the investment objectives. Pension plan assets for our qualified pension plans
are held in a trust for the benefit of the plan participants and are invested in a diversified portfolio of equity
investments, fixed income investments and cash. Risk targets are established and monitored against acceptable ranges.
All investment policies and procedures are designed to ensure that the plans' investments are in compliance with the
Employee Retirement Income Security Act. Guidelines are established defining permitted investments within each
asset class.

The implementation of the investment strategy discussed above is executed through a variety of investment types,
including U.S. government securities, corporate debt and mutual funds. These investments are valued at the closing
price reported on the active market on which the individual securities are traded.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value
or reflective of future fair values. Furthermore, while we believe our valuation methods are appropriate and consistent
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with other market participants, the use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different fair value measurement at the reporting date.
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Information on the Pension Plan investments as of May 31, 2018 and 2017, using the fair value hierarchy discussed in
Note 1 entitled Significant Accounting Polices, is as follows:

May 31, 2018
(in thousands) Level 1 Level 2 g,evel Total
Cash equivalents $487  $— $ —$487
U.S. government securities 2,426 3,458 — 5,884
Corporate debt — 19,826 — 19,826
Mutual funds:

U.S. securities 27901 — — 27,901
International securities 4,683 — — 4,683
Total $35,497 $23,284 $ —$58,781

May 31, 2017

(in thousands) Level 1 Level 2 g,evel Total
Cash equivalents $629 $— $ —$629
U.S. government securities 1,874 3,401 — 5,275
Corporate debt — 20,210 — 20,210
Mutual funds:

U.S. securities 28,353 — — 28,353

International securities 4,929 — — 4929
Total $35,785 $23,611 $§ —$59,396

We expect to make contributions of approximately $4.3 million to the Pension Plan during the next 12 months. The
Pension Plan benefit payments expected to be paid for each of the next five years and thereafter are $3.2 million, $3.4
million, $3.6 million, $3.7 million, $3.9 million and $21.4 million, respectively.

Future changes in plan asset returns, assumed discount rates and various other factors related to the Pension Plan will
impact future pension expense and liabilities. We cannot predict the impact of these changes in the future, and any
changes may have a material impact on our results of operations and financial position.

Cintas administers a pension plan that was assumed in a previous acquisition and has historically been deemed
immaterial for disclosure purposes. As of May 31, 2018 and 2017, the fair value of this pension plan's total assets was
$7.5 million and $7.1 million, respectively, and the projected benefit obligation was $7.4 million and $7.5 million,
respectively. For the years ended May 31, 2018 and 2017, the net periodic benefit cost recorded for this plan was
income of $0.1 million and expense of $0.1 million, respectively.

Non-Contributory Retirement Plans

Cintas' Partners' Plan (the Plan) is a non-contributory profit sharing plan and Employee Stock Ownership Plan (ESOP)
for the benefit of substantially all U.S. Cintas employee-partners who have completed one year of service. The Plan
also includes a 401(k) savings feature covering substantially all U.S. employee-partners. The amounts of contributions
to the Plan and ESOP, as well as the matching contribution to the 401(k), are made at the discretion of the Board of
Directors. During fiscal 2018 the G&K 401(k) plan was merged into the Plan. There were no changes to the Plan as as
a result of the merger. Total contributions, including Cintas' matching contributions, which approximate cost, were
$56.7 million, $47.5 million and $43.1 million for the fiscal years ended May 31, 2018, 2017 and 2016, respectively.

Cintas has a non-contributory deferred profit sharing plan (DPSP), which covers substantially all Canadian
employee-partners. In addition, a registered retirement savings plan (RRSP) is offered to those employees. The
amounts of contributions to the DPSP, as well as the matching contribution to the RRSP, are made at the discretion of
the Board of Directors. Total contributions, which approximate cost, were $2.8 million, $1.8 million and $1.6 million
for the fiscal years ended May 31, 2018, 2017 and 2016, respectively.
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Cintas has a supplemental executive retirement plan (SERP) subject to Section 409A of the Internal Revenue Code for
the benefit of certain highly compensated Cintas employee-partners. The SERP allows participants to defer the receipt
of compensation which would otherwise become payable to them. Matching contributions are made at the discretion
of the Board of Directors. Total matching contributions were $8.2 million, $6.9 million and $6.6 million for the fiscal
years ended May 31, 2018, 2017 and 2016, respectively.
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11. Earnings per Share
The following table sets forth the computation of basic and diluted earnings per share from continuing operations
using the two-class method for amounts attributable to Cintas' common shares:

Basic Earnings per Share from Continuing Operations 2018 2017 2016

(In thousands except per share data)

Income from continuing operations $783,932 $457,286 $448,605
Less: income from cc?qtlnulng operations allocated to 11,794 8.168 7.131
participating securities
Income from continuing operations available to common shareholders $772,138 $449,118 $441,474
Basic weighted average common shares outstanding 106,593 104,964 108,221

Basic earnings per share from continuing operations $7.24 $4.27 $4.08

Diluted Earnings per Share from Continuing Operations 2018 2017 2016

(In thousands except per share data)

Income from continuing operations $783,932 $457,286 $448,605

Less: income from cpptlnulng operations allocated to 11794 8.168 7.131
participating securities

Income from continuing operations available to common
shareholders

Basic weighted average common shares outstanding 106,593 104,964 108,221

Effect of dilutive securities — employee stock options 3,217 2,819 1,735

Diluted weighted average common shares outstanding 109,810 107,783 109,956

$772,138 $449,118 $441,474

Diluted earnings per share from continuing operations  $7.03 $4.17 $4.02

Basic and diluted earnings per share from discontinued operations were calculated using the two-class method. Basic
earnings per share from discontinued operations were $0.54, $0.22 and $2.22 for the fiscal years ended May 31, 2018,
2017 and 2016, respectively. Diluted earnings per share from discontinued operations were $0.53, $0.21 and $2.19 for

the fiscal years ended May 31, 2018, 2017 and 2016, respectively.

For the fiscal years ended May 31, 2018, 2017 and 2016, options granted to purchase 0.8 million, 0.6 million and 0.5

million shares of Cintas common stock, respectively, were excluded from the computation of diluted earnings per
share. The exercise prices of these options were greater than the average market price of the common shares
(anti-dilutive).

On January 13, 2015, Cintas announced that the Board of Directors authorized a $500.0 million share buyback
program. This program was completed in September 2015. On August 4, 2015, we announced that the Board of

Directors authorized a $500.0 million share buyback program. This program was completed in June 2016. On August

2, 2016, we announced that the Board of Directors authorized a new $500.0 million share buyback program. The
following table summarizes the buyback activity by program and fiscal period:

(In thousands except per share data) 2018 2017 2016
Avg. Avg. Avg.
Buyback Program Sharfl:)srlce Pl{rchase Pgéce Pu'rchase SharesPrlce Pu'rchase
Price per Price per Price
Share Share Share
January 13, 2015 — $— $— —$—  $— 3,078 $85.44 $262,928
August 4, 2015 — $— $— 39 $94.09 $3,691 5,649 $87.85 $496,309
August 2, 2016 518 $173.51 $89,997 — $— $— —  $—  $—

103



61

Edgar Filing: CINTAS CORP - Form 10-K
518 $173.51 $89,997 39 $94.09 $ 3,691

8,727 $87.00 $759,237
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Subsequent to May 31, 2018 through July 27, 2018, Cintas purchased 0.3 million shares at an average price of
$199.15 per share for a total purchase price of $60.0 million. Under the August 2, 2016 program through July 27,
2018, Cintas has purchased a total of 0.8 million shares of Cintas common stock at an average price of $182.93 per
share for a total purchase price of $150.0 million.

In addition to the buyback program, Cintas acquired shares of Cintas common stock in satisfaction of employee
payroll taxes due on restricted stock awards that vested during the fiscal year. For the fiscal year ended May 31, 2018,
Cintas acquired 0.3 million shares at an average price of $130.30 per share for a total purchase price of $37.3 million.
For the fiscal year ended May 31, 2017, Cintas acquired 0.2 million shares at an average price of $101.37 per share for
a total purchase price of $17.0 million. For the fiscal year ended May 31, 2016, Cintas acquired 0.2 million shares at
an average price of $86.07 per share for a total purchase price of $20.9 million.

12. Stock-Based Compensation
On August 2, 2016, the Board of Directors approved and adopted the Cintas Corporation 2016 Equity and Incentive
Compensation Plan (the 2016 Plan) to replace the Cintas' 2005 Equity Compensation Plan, as amended (the 2005
Plan). The 2016 Plan was approved by Cintas shareholders at its Annual Meeting on October 18, 2016, at which time
the 2016 Plan became effective. Under the 2016 Plan, Cintas may grant officers and key employee-partners equity
compensation in the form of stock options, stock appreciation rights, restricted and unrestricted stock awards,
performance awards and other stock unit awards representing up to an aggregate of 12,500,000 shares of Cintas'
common stock. Any shares of common stock that remained available under the 2005 Plan became part of the total
available share balance of 12,500,000 shares under the 2016 Plan. At May 31, 2018, 10,595,954 shares of common
stock were reserved for future issuance under the 2016 Plan. Total compensation cost for stock-based awards for
continuing operations was $110.7 million, $87.5 million and $77.8 million for the fiscal years ended May 31, 2018,
2017 and 2016, respectively. The total income tax benefit recognized in the consolidated income statement for
share-based compensation arrangements for continuing operations was $32.3 million, $32.5 million and $28.3 million
for the fiscal years ended May 31, 2018, 2017 and 2016, respectively.
Stock Options
Stock options are granted at the fair market value of the underlying common stock on the date of grant. The option
terms are determined by the Compensation Committee of the Board of Directors, but no stock option may be
exercised later than 10 years after the date of the grant. The option awards generally have 10-year terms with graded
vesting in years 3 through 5 based on continuous service during that period. Cintas recognizes compensation expense
for these options using the straight-line recognition method over the vesting period.
The fair value of options was estimated at the date of grant using a Black-Scholes option-pricing model with the
following assumptions:

2018 2017 2016

Risk-free interest rate 1.8 % 12 % 2.0 %
Dividend yield 1.2 % 13 % 1.4 %
Expected volatility of Cintas' common stock 17.2% 21.6% 23.3%
Expected life of the option in years 6.5 7.5 7.5

The risk-free interest rate is based on U.S. government issues with a remaining term equal to the expected life of the
stock options. The determination of expected volatility is based on historical volatility of Cintas' common stock over
the period commensurate with the expected term of stock options, as well as other relevant factors. The weighted
average expected term was determined based on the historical employee exercise behavior of the options. The
weighted-average fair value of stock options granted during fiscal 2018, 2017 and 2016 was $29.31, $23.34 and
$22.20, respectively.

62

105



Edgar Filing: CINTAS CORP - Form 10-K

The information presented in the following table relates primarily to stock options granted and outstanding under
either the 2016 Plan or under previously adopted plans:

Weighted

Average

Exercise

Price

Shares

Outstanding, June 1, 2015 (1,426,550 shares exercisable) 7,835,570 $ 51.59

Granted 1,739,767 93.55
Canceled (4,413 ) 34.56
Forfeited (231,042 ) 60.57
Exercised (919,975 ) 35.07
Outstanding, May 31, 2016 (1,649,236 shares exercisable) 8,419,907 61.83
Granted 1,343,180 126.51
Canceled (5,368 ) 32.45
Forfeited (165,452 ) 73.43
Exercised (1,004,217) 35.95
Outstanding, May 31, 2017 (1,795,898 shares exercisable) 8,588,050 74.77
Granted 1,664,867 175.86
Canceled (7,809 ) 45.10
Forfeited (255,627 ) 94.73
Exercised (1,059,295) 44.06

Outstanding, May 31, 2018 (2,006,922 shares exercisable) 8,930,186 $ 96.71

The intrinsic value of stock options exercised was $110.9 million, $76.5 million and $48.5 million for the fiscal years
ended May 31, 2018, 2017 and 2016, respectively. The total cash received from employees as a result of employee
stock option exercises for the fiscal years ended May 31, 2018, 2017 and 2016 was $41.8 million, $31.9 million and
$28.2 million, respectively.

The fair value of stock options vested was $17.9 million, $12.7 million and $11.0 million for the fiscal years ended
May 31, 2018, 2017 and 2016, respectively.

The following table summarizes the information related to stock options outstanding at May 31, 2018:
Outstanding Options Exercisable Options

Average  Weighted Weighted
Range of Number Remaining Average Number Average
Exercise Prices Outstanding Option Exercise ExercisabldExercise
Life Price Price
$22.42-$59.50 1,901,639 4.03 $39.27 1,615,907 $ 37.74
59.51-89.78 2,671,836  6.69 76.01 348,008 65.55
89.79 — 109.33 1,346,379 8.13 107.33 42,346  101.57
109.34 — 182.25 3,010,332 9.55 158.55 661 137.30
$22.42 —$182.28,930,186 7.31 $100.73 2,006,922 $ 43.94

At May 31, 2018, the aggregate intrinsic value of stock options outstanding and exercisable was $728.0 million and
$277.6 million, respectively. The weighted-average remaining contractual term of stock options exercisable is
4.3 years.
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Restricted Stock Awards

Restricted stock awards consist of Cintas' common stock that is subject to such conditions, restrictions and limitations

as the Compensation Committee of the Board of Directors determines to be appropriate. The vesting period is

generally three years after the grant date. The recipient of restricted stock awards will have all rights of a shareholder

of Cintas, including the right to vote and the right to receive cash dividends during the vesting period. Cintas

recognizes compensation expense for these restricted stock awards using the straight-line recognition method over the

vesting period.

The information presented in the following table relates to restricted stock awards granted and outstanding under

either the 2016 Plan or under previously adopted plans:

Outstanding, unvested grants at June 1, 2015
Granted

Forfeited

Vested

Outstanding, unvested grants at May 31, 2016
Granted

Forfeited

Vested

Outstanding, unvested grants at May 31, 2017
Granted

Forfeited

Vested

Outstanding, unvested grants at May 31, 2018 2,641,114 $122.18

Weighted
Average

Shares Grant

Price

2,210,113 $57.60
1,069,748 92.10
(70,998 ) 65.79
(605,427 ) 38.76
2,603,436 75.94
614,076  128.63
(46,766 ) 81.23
(428,672 ) 48.67
2,742,074 91.91
669,932 183.83
(69,416 ) 102.96
(701,476 ) 64.64

The remaining unrecognized compensation cost related to unvested stock options and restricted stock at May 31, 2018

was $258.6 million. The weighted-average period of time over which this cost will be recognized is 1.9 years.
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13. Accumulated Other Comprehensive Income (Loss)
The following table summarizes the changes in the accumulated balances for each component of accumulated other
comprehensive income (loss), net of tax:

Unrealized
Foreign (Loss)
(In thousands) Currency Gainon  Other Total
Cash Flow
Hedges
Balance at May 31, 2016 $(2,474 ) $(20,830) $(1,570) $(24,874)

Other comprehensive (loss) income before reclassifications (10,252 ) 31,136 (115 ) 20,769
Amounts reclassified from accumulated other

.. — 1,076 — 1,076
comprehensive income (loss)
Net current period other comprehensive (loss) income (10,252 ) 32,212 (115 ) 21,845
Balance at May 31, 2017 (12,726 ) 11,382 (1,685 ) (3,029 )
Other com.prehenswe income before 19276 — 1,029 20.305
reclassifications
Amounts recle.lssnfled from accumulated other . 933 ) — 933 )
comprehensive income (loss)
Net current period other comprehensive income (loss) 19,276 (933 ) 1,029 19,372
Balance at May 31, 2018 $6,550 $10,449 $(656 ) $16,343

The following table summarizes the reclassifications out of accumulated other comprehensive income (loss) during
the fiscal years ended May 31:
Reclassifications out of Accumulated Other Comprehensive Income (Loss)

Amount
Details about Accumulated Reclassified from Affected Line in the
. Accumulated .
Other Comprehensive Other Consolidated
Income (Loss) Components . Statements of Income
Comprehensive

Income (Loss)

(in thousands) 2018 2017
Amortization of interest rate locks $1,504 $(1,714) Interest expense
Tax (expense) benefit (571 ) 638 Income taxes

Amortization of interest rate locks, net of tax $933  $(1,076) Net of tax
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14. Operating Segment Information

Cintas’ reportable operating segments are Uniform Rental and Facility Services and First Aid and Safety Services. The
Uniform Rental and Facility Services reportable operating segment, consists of the rental and servicing of uniforms
and other garments including flame resistant clothing, mats, mops and shop towels and other ancillary items. In
addition to these rental items, restroom cleaning services and supplies, carpet and tile cleaning services and the sale of
items from our catalogs to our customers on route are included within this reportable operating segment. The First Aid
and Safety Services reportable operating segment consists of first aid and safety products and services. The remainder
of Cintas’ business, which consists of Fire Protection Services and its Uniform Direct Sale business, is included in All
Other.

Cintas evaluates the performance of each operating segment based on several factors of which the primary financial
measures are operating segment revenue and income before income taxes. The accounting policies of the operating
segments are the same as those described in Note 1 entitled Significant Accounting Policies. Information related to the
operations of Cintas' operating segments is set forth below:

Uniform — po ot Aid
Rental
(In thousands) and and All Other Corporate Total
. Safety M
Facility .
. Services
Services
May 31, 2018
Revenue $5,247,124 $564,706 $664,802 $— $6,476,632
Gross margin $2,360,165 $265,785 $282,573 $— $2,908,523
Selling and administrative expenses 1,500,644 190,567 225,581 — 1,916,792
G&K Serylces, Inc. transaction and 41.897 o o o 41.897
integration expenses
Interest expense, net — — — 108,833 108,833
Income before income taxes $817,624 $75,218 $56,992 $(108,833) $841,001
Depreciation and amortization $236,773 $21,898 $20,745 $— $279.416
Capital expenditures $225,694 $27.932 $18,073 $— $271,699
Total assets $5,977,314 $471,165 $371,011 $138,724 $6,958,214
May 31, 2017
Revenue $4,202,490 $508,233 $612,658 $— $5,323,381
Gross margin $1,894,716 $230,166 $255,413 $— $2,380,295
Selling and administrative expenses 1,138,345 177,378 211,657 — 1,527,380
G&K Services, Inc. transaction and
) . 79,224 — — — 79,224
integration expenses
Interest expense, net — — — 86,287 86,287
Income before income taxes $677,147 $52,788 $43,756 $(86,287 ) $687,404
Depreciation and amortization $156,998 $19,962 $17,905 $1,730 $196,595
Capital expenditures $232.832 $26,863 $12.,645 $977 $273,317
Total assets $5,801,680 $444,717 $367,562 $230,098 $6,844,057
May 31, 2016
Revenue $3,759,524 $461,783 $574,465 $— $4,795,772
Gross margin $1,666,691 $197,010 $237,639 $— $2,101,340
Selling and administrative expenses 994,590 147,503 190,306 — 1,332,399
Interest expense, net — — — 63,626 63,626

Income before income taxes
Depreciation and amortization

$672,101
$130,421

$49,507 $47,333 $(63,626 ) $705,315

$16,021 $16,879 $1,958

$165,279
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Capital expenditures $237.871 $22,364 $14,840 $310 $275,385
Total assets $3,104,822 $421,697 $322,474 $249,822 $4,098,815

(1) Corporate assets include cash and marketable securities in all periods presented. Corporate assets as of May 31,
2017 and 2016 also include the assets of Discontinued Services. Corporate depreciation and amortization includes
depreciation and amortization of Discontinued Services.
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15. Quarterly Financial Data (Unaudited)

The following is a summary of the results of operation for each of the quarters within the fiscal years ended May 31,

2018 and 2017:
May 31, 2018 (in thousands)

Revenue

Gross margin

Net income, continuing operations

Basic earnings per share, continuing operations
Diluted earnings per share, continuing operations
Weighted average number of shares outstanding

May 31, 2017 (in thousands)

Revenue

Gross margin

Net income, continuing operations

Basic earnings per share, continuing operations
Diluted earnings per share, continuing operations
Weighted average number of shares outstanding

67

First
Quarter

$1,611,503 $1,606,441

$739,353
$161,108
$1.50
$1.45
105,740

First
Quarter

$1,266,650 $1,271,077

$576,427
$136,208
$1.27
$1.24
104,483

Second
Quarter

$716,369
$137,737
$1.27
$1.24
106,340

Second
Quarter

$565,218
$121,950
$1.15
$1.12
104,957

Third
Quarter

$1,589,138
$700,463
$295,789
$2.73
$2.66
106,558

Third
Quarter

$1,255,367
$559,924
$116,954
$1.09
$1.06
105,093

Fourth
Quarter

$1,669,550
$752,338
$189,298
$1.74
$1.68
106,593

Fourth
Quarter

$1,530,287
$678,726
$82,174
$0.76
$0.75
105,325
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16. Discontinued Operations

In fiscal 2018, Cintas sold a significant business referred to as Discontinued Services and received $127.8 million of
proceeds from the sale. Prior to the sale, Discontinued Services was primarily included in All Other and was classified
as held for sale. Additionally, the results of Shred-it and Shredding are classified as discontinued operations for all
periods presented as a result of entering into a definitive agreement during fiscal 2016 to sell the investment. During
fiscal 2015, Cintas sold Storage and, as a result, its operations are also classified as discontinued operations for all
periods presented. Shredding and Storage were was previously included in the former Document Management
Services reportable operating segment. In accordance with the applicable accounting guidance for the disposal of
long-lived assets, the results of Discontinued Services, Shredding and Storage have been excluded from both
continuing operations and operating segment results for all periods presented.

In fiscal 2016, we completed the transaction to sell Shred-it. Cintas’ share of the proceeds from the sale were $578.3
million. During the fourth quarter of fiscal 2016, Cintas received additional proceeds and consideration related to the
sale of Shred-it. The Company realized a pre-tax gain of $4.3 million as a result of the additional consideration
received. During the fiscal year ended May 31, 2016, Cintas recorded a net loss on Shred-it of $24.3 million, which
included amortization of basis differences of approximately $4.8 million. After the sale of Shred-it, the basis
differences no longer exist and Cintas no longer records income or loss from Shred-it.

In fiscal 2017, we received additional proceeds related to the sale of Shred-it. Cintas realized a pre-tax gain of $25.5
million as a result of the additional consideration received. Cintas still has the opportunity to receive additional
consideration, subject to certain holdback provisions. Because of the uncertainty surrounding the holdback provisions,
this opportunity represents a gain contingency that has not been recorded as of May 31, 2018.

During fiscal 2016, Cintas received additional proceeds on the sale of Storage related to the contingent consideration
and realized a pre-tax gain of $10.9 million. During fiscal 2016, Cintas also sold the remaining Storage assets
classified as held for sale. Cintas received proceeds of $24.4 million from the sale of these assets and realized a pretax
gain of $4.8 million. In fiscal 2017, Cintas received additional proceeds related to the sale of Storage and recorded a
pre-tax gain of $2.4 million.

Following is selected financial information included in net income from discontinued operations for the Discontinued
Services, Shredding and Storage businesses:
(In thousands) 2018 2017 2016

Revenue $10,773 $105,559 $109,686

(Loss) income before income taxes, excluding gains from sale

transactions and investments (2433 ) 10,622 13,242

Income tax benefit (expense) 706 (3,930 ) (4,900 )
Gain on sale of business 96,400 — —

Gain on Shred-it — 25,457 354,071
Gain on Storage transactions — 2,400 15,786
Income tax expense on net gain (36,019 ) (11,127 ) (133,284 )
Net income from discontinued operations $58,654 $23,422 $244915
68
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17. G&K Services, Inc. Transaction and Integration Expenses

As a result of the acquisition of G&K in fiscal 2017, the Company incurred $41.9 million and $79.2 million in
transaction and integration expenses in fiscal 2018 and 2017, respectively. The $41.9 million of costs incurred in
fiscal 2018 related to lease cancellation costs, facility closure expenses and other integration expenses directly related
to the acquisition. In fiscal 2017, the expenses related to asset impairment charges of $23.3 million and other
transaction and integration expenses of $55.9 million, which consisted of the following: $17.4 million of legal and
professional fees directly related to the acquisition, $31.0 million of employee termination expenses recognized under
ASC Topic 712, "Compensation - Nonretirement Postemployment Benefits," $5.5 million write-off of excess
inventory and $2.0 million of other miscellaneous integration expenses.

These transaction and integration expenses for both fiscal years are included in a single line in the Consolidated
Statements of Income and are reported by operating segment in Note 14 entitled Operating Segment Information. Our
accounting policy for long-lived assets is described in Note 1 entitled Significant Accounting Policies. The asset
impairment charges in fiscal 2017 of $23.3 million relate to the write-down of machinery and equipment and other
fixed assets to their fair value in G&K plants and branches that were identified by the Company on April 30, 2017 for
future closure. The Company determined that these assets cannot be used for other purposes, and the undiscounted
projected future cash flows associated with these assets are less than their carrying value at April 30, 2017. The fair
value utilized for purposes of the asset impairment analysis was determined by using Level 2 inputs based on both the
cost and market approaches.

In fiscal 2018, the amount of employee termination benefits paid was $15.2 million, resulting in a related liability

balance of $9.1 million as of May 31, 2018. The amount of employee termination benefits paid in fiscal 2017 was
$6.7 million, resulting in a related liability balance of $24.3 million as of May 31, 2017.
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18. Supplemental Guarantor Information

Cintas Corporation No. 2 (Corp. 2) is the indirectly, wholly-owned principal operating subsidiary of Cintas. Corp. 2 is
the issuer of the $2,550.0 million aggregate principal amount of outstanding debt, which is unconditionally
guaranteed, jointly and severally, by Cintas Corporation and its wholly-owned, direct and indirect domestic
subsidiaries.

As allowed by Securities and Exchange Commission rules, the following condensed consolidating financial
statements are provided as an alternative to filing separate financial statements of the guarantors. Each of the
subsidiaries presented in the following condensed consolidating financial statements has been fully consolidated in
Cintas' consolidated financial statements. The following condensed consolidating financial statements should be read
in conjunction with the consolidated financial statements of Cintas and notes thereto of which this note is an integral
part.

Condensed consolidating financial statements for Cintas, Corp. 2, the subsidiary guarantors and non-guarantors are
presented on the following pages:

Condensed Consolidating Income Statement

Year Ended May 31, 2018 Cintas Subsidiary Non- N Cintas .

. . Corp. 2 Eliminations Corporation

(in thousands) Corporation Guarantors Guarantors .
Consolidated

Revenue:

Uls’g‘zg’esremal and facility ¢ $4361,716 $681,846 $400,792 $(197.230 ) $5,247,124

Other — 1,778,845 112 88,092 (637,541 ) 1,229,508

Equity in net income of 783.932 _ _ — (783,932 ) —

affiliates
783,932 6,140,561 681,958 488,884 (1,618,703 ) 6,476,632
Costs and expenses (income):
Cost of uniform rental and — 2,511,854 418,722 254,718 (298,335 ) 2,886,959
facility services
Cost of other _ 1,183,036 (57220 ) 62,368 (507,034 ) 681,150
Selling and administrative _ 2.093.655 (271222 ) 125,545 (31186 ) 1.916,792
CXPCHSGS
G&K Services, Inc. transaction

. . — 15,383 22,148 4,366 — 41,897
and integration expenses
Operating income 783,932 336,633 569,530 41,887 (782,148 ) 949,834
Interest income — (310 ) (242 ) (793 )3 (1,342 )
Interest expense (income) — 111,292 (1,017 ) (100 ) — 110,175

Income before income taxes 783,932 225,651 570,789 42,780 (782,151 ) 841,001

Income tax (benefit) expense — (48,907 ) 90,886 15,212 (122 ) 57,069

Income from continuing 783,932 274,558 479,903 27,568 (782,029 ) 783,932
operations

Income (}oss) from discontinued 58.654 68.293 9.688 ) — (58.605 ) 58.654
operations, net of tax

Net income $ 842,586 $342,851  $470,215 $27,568  $(840,634 ) $842,586
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Condensed Consolidating Income Statement

Year Ended May 31, 2017 Cintas Subsidiary Non- N Cintas .

. . Corp. 2 Eliminations Corporation

(in thousands) Corporation Guarantors Guarantors .
Consolidated

Revenue:

Uls’gzg?esremal and facility ¢ $3,511,483 $604,679 $257.288 $(170,960 ) $4,202,490

Other — 1,604,877 1,810 73,006 (558,802 ) 1,120,891

Equl.t}f in net income of 457286 _ _ — (457,286 ) —
affiliates
457,286 5,116,360 606,489 330,294 (1,187,048 ) 5,323,381
Costs and expenses (income):
Cost of uniform rentaland 2,021,365 378,404 164,969 (256,964 ) 2,307,774
facility services
Cost of other — 1,070,780 (41,509 ) 56,210 (450,169 ) 635,312
Selling and administrative 1,686,200 (220,887 ) 87,672 (25614 ) 1,527,380
expenses
G&K Services, Inc. transaction

. . — 51,868 19,060 8,296 — 79,224
and integration expenses
Operating income 457,286 286,138 471,421 13,147 (454,301 ) 773,691
Interest income — (26 ) (191 ) (22 ) 2 (237 )
Interest expense (income) — 89,706 (2,978 ) (204 ) — 86,524

Income before income taxes 457,286 196,458 474,590 13,373 (454,303 ) 687,404

Income taxes — 65,829 159,025 5,365 (101 ) 230,118

Income from continuing 457286 130629 315565  8.008 (454202 ) 457,286
operatlons

Income from discontinued 5 4, 22,287 — 1,135 (23,422 ) 23,422
operations, net of tax

Net income $480,708 $152,916  $315,565 $9,143 $(477,624 ) $480,708
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Condensed Consolidating Income Statement

Year Ended May 31, 2016
(in thousands)

Revenue:

Uniform rental and facility
services

Other

Equity in net income of
affiliates

Costs and expenses (income):

Cost of uniform rental and
facility services

Cost of other

Selling and administrative
expenses

Operating income

Interest income
Interest expense (income)

Income before income taxes

Income taxes

Income from continuing
operations

Income (loss) from discontinued

operations, net of tax
Net income
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Cintas
Corporation

$—
448,605
448,605

448,605

448,605

448,605

244,915
$ 693,520

Corp. 2

$3,147,844
1,484,556

4,632,400

1,835,835
1,001,576
1,497,106
297,883

65,534

232,349
82,783

149,566

250,625
$400,191

Subsidiary Non-

Guarantors Guarantors

$553,414
8,540

561,954

350,500
(40,741
(206,889
459,084

(666
(1,027

460,777
164,169

296,608

$296,608

$213,526  $(155,260 ) $3,759,524

66,270

279,796

142,601
) 48,539
) 69,257

19,399

) (232
) 15

19,616
9,874

9,742

(5,837
$3,905

Cintas

Eliminations Corporation

Consolidated

(523,118 ) 1,036,248
(448,605 ) —
(1,126,983 ) 4,795,772

(236,103 ) 2,092,833
(407,775 ) 601,599
(27,075 ) 1,332,399
(456,030 ) 768,941

) 2 (896
— 64,522

(456,032 ) 705,315
(116 ) 256,710

(455,916 ) 448,605

) (244,788 ) 244915
$(700,704 ) $693,520

)

117



Edgar Filing: CINTAS CORP - Form 10-K

Condensed Consolidating Statement of Comprehensive Income

Year Ended May 31, 2018 Cintas Subsidiary Non- . Cintas .
. . orp. 2 Eliminations Corporation
(in thousands) Corporation Guarantors Guarantors .
Consolidated

Net income $842,586 $342,851 $470,215 $27,568 $(840,634 ) $ 842,586

Other comprehensive income
(loss), net of tax:

Forel‘gn currency translation 19.276 _ _ 19,276 (19,276 ) 19,276
adjustments

Amortization of interest rate 933 ) (933 ) — . 933 933 )
lock agreements

Other 1,029 267 762 — (1,029 ) 1,029

Other comprehensive income (loss) 19,372 (666 ) 762 19,276 (19,372 ) 19,372

Comprehensive income $861,958 $342,185 $470,977 $ 46,844 $(860,006 ) $861,958
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Condensed Consolidating Statement of Comprehensive Income

Year Ended May 31, 2017 Cintas Subsidiary Non- C Cintas .
. . orp. 2 Eliminations Corporation
(in thousands) Corporation Guarantors Guarantors .
Consolidated
Net income $480,708 $152,916 $315,565 $9,143 $(477,624 ) $480,708
Other comprehensive (loss)
income, net of tax:
Forel.gn currency translation (10252 ) — . (10252 ) 10.252 (10.252 )
adjustments
Change in fair value of cash 31,136 31,136 — — (31,136 ) 31,136
flow hedges
Amortization of interest rate 1.076 1.076 o o (1076 ) 1.076
lock agreements
Other (115 ) — (115 ) — 115 (115 )

Other comprehensive income (loss) 21,845 32,212 (115 ) (10,252 ) (21,845 ) 21,845
Comprehensive income (loss) $502,553 $185,128 $315,450 $ (1,109 ) $(499,469 ) $502,553
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Condensed Consolidating Statement of Comprehensive Income

Year Ended May 31, 2016
(in thousands)

Net income

Other comprehensive (loss)
income, net of tax:

Foreign currency translation
adjustments

Cumulative translation
adjustment on Shred-it

Change in fair value of cash
flow hedges

Amortization of interest rate
lock agreements

Other

Other comprehensive loss

Comprehensive income (loss) $ 693,520 $395,862 $295,878 $(7,439 ) $(700,704 ) $677,117
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Cintas Subsidiary Non-
. orp. 2
Corporation Guarantors Guarantors

$693,520 $400,191 $296,608 $ 3,905

5,875 —
— (12,156 ) —

— 1,952 —
— — (730

— (4,329 ) (730

(11,933 ) —

597 —

) (8 ) —

) (11,344 ) —

Cintas

Eliminations Corporation
Consolidated

$(700,704 ) $693,520

(11,933
6,472
(12,156

1,952
(738

(16,403
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Condensed Consolidating Balance Sheet

As of May 31, 2018
(in thousands)

Assets

Current assets:

Cash and cash equivalents

Accounts receivable, net

Inventories, net

Uniforms and other rental
items in service

Income taxes, current

Prepaid expenses and other
current assets

Total current assets

Property and equipment, net

Investments (D
Goodwill

Service contracts, net
Other assets, net

Liabilities and

Shareholders' Equity

Current liabilities:

Accounts payable

Accrued compensation and
related liabilities

Accrued liabilities

Total current liabilities

Long-term liabilities:
Debt due after one year
Deferred income taxes
Accrued liabilities

Total long-term liabilities
Total shareholders' equity

Cintas
Corporation

321,083

2,230,196

$2,551,279 $6,455,665

$(465,247 ) $(1,724,844) $2,395,434

Corp. 2

$44,499
620,920
225,581

585,108
5,546
9,453
1,491,107

900,014

3,595,668

468,283
593

Subsidiary
Guarantors

$60,310
120,767
38,844

81,494
9,258
21,688
332,361

370,186

950,239
2,579,769
4,381,476
$8,614,031

— 104,560 24,878

— 88,949 308,485
(465,247 ) (1,531,335 ) 2,728,797
— 2,534919 —

— 215,881 104,559
— 63,073 198,181
— 2,813,873 302,740
3,016,526 5,173,127 5,582,494
$2,551,279 $6,455,665 $8,614,031

Non-

Eliminations
Guarantors
$33,915 $—
62,896 —
15,922 —
54,248 (18,589
4,830 —
1,242 —
173,053 (18,589
112,530 —
1,716,070 (6,407,479
267,231 (112
77,485 —
8,656 (6,591,606

Cintas

Corporation
Consolidated

$138,724
804,583
280,347

) 702,261

19,634
32,383

) 1,977,932

1,382,730

) 175,581
) 2,846,888

545,768

) 29,315

$2,355,025 $(13,017,786) $6,958,214

$(28,216 ) $37,947
11,216 —

22,695 —
5,695 37,947

390 —
32,141 —
16,687 —
49,218 —
2,300,112

$2,355,025

$215,074
140,654

420,129
775,857

2,535,309
352,581
277,941
3,165,831

(13,055,733 ) 3,016,526
$(13,017,786) $6,958,214

() Investments include inter company investment activity. Corp 2 and Subsidiary Guarantors hold $17.6 million and
$158.0 million, respectively, of the $175.6 million consolidated net investments.

76

121



Edgar Filing: CINTAS CORP - Form 10-K

Condensed Consolidating Balance Sheet

As of May 31, 2017
(in thousands)

Assets

Current assets:

Cash and cash equivalents

Marketable securities

Accounts receivable, net

Inventories, net

Uniforms and other rental
items in service

Income taxes, current

Prepaid expenses and other
current assets

Assets held for sale

Total current assets

Property and equipment, net

Investments (1)
Goodwill

Service contracts, net
Other assets, net

Liabilities and
Shareholders' Equity
Current liabilities:
Accounts payable

Accrued compensation and
related liabilities

Accrued liabilities
Liabilities held for sale
Debt due within one year
Total current liabilities

Long-term liabilities:
Debt due after one year
Deferred income taxes
Accrued liabilities

Total long-term liabilities
Total shareholders' equity

Cintas
Corporation

321,083

1,516,463
$1,837,546

Corp. 2

$48,658

543,769
243,677

531,295
16,173
13,234
23,095
1,419,901
851,018

3,605,457
505,698
14,705
$6,396,779

Subsidiary

Guarantors Guarantors

$17,302

137,881
21,466

78,012
25,138
16,188
15,518
311,505
364,724

929,657
2,742,898
3,489,653
$7,838,437

$(465,247 ) $(1,596,731) $2,292,388

(465,247

2,302,793
$1,837,546

94,505

191,819
11,457
362,900

) (936,050

2,770,234
28,384
2,798,618
4,534,211
$6,396,779

42,866
219,303

) 2,554,557

436,613
140,923
577,536
4,706,344

$7,838,437 $2,195,102

Non-

$103,306
22,219
54,358
14,461

45,388
3,009
710

243,451
107,759

1,711,070
39,549
81,290
11,983

Eliminations

$—

(1,386
(18,993

(20,379

(6,402,479
(112

(5,000,837

Cintas
Corporation
Consolidated

$169,266
22,219
736,008

) 278,218
) 635,702

44,320
30,132
38,613

) 1,954,478

1,323,501

) 164,788
) 2,782,335

586,988

) 31,967

$2,195,102 $(11,423,807) $6,844,057

$(91,467 ) $38,108

12,264
18,687

(60,516

390
32,715
1,153
34,258
2,221,360

) 38,108

$177,051
149,635

429,809
11,457
362,900
1,130,852

2,770,624
469,328
170,460
3,410,412

(11,461,915 ) 2,302,793
$(11,423,807) $6,844,057
() Investments include inter company investment activity. Corp 2 and Subsidiary Guarantors hold $29.0 million and
$135.8 million, respectively, of the $164.8 million consolidated net investments.
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Condensed Consolidating Statement of Cash Flows

. . Cintas
ear Ended Ma , intas ubsidiar on- e .
Year Ended M 1,201 bsid N
. . orp. 2 Eliminations Corporation
(in thousands) Corporation Guarantors Guarantors .
Consolidated

Cash flows from operating activities:

Net income $842,586 $342,851 $470,215 $27,568 $(840,634 ) $ 842,586
Adjustments to reconcile net income to net

cash provided by (used in) operating

activities:

Depreciation — 143,301 58,206 13,969 — 215,476
Amortization of intangible assets — 50,231 5,102 8,607 — 63,940
Stock-based compensation 112,835 — — — — 112,835
Gain on sale of business — (111,921 ) 15,521 — (96,400 )
Deferred income taxes — (80,328 ) (38,906 ) (61 ) — (119,295 )

Changes in current assets and liabilities,
net of acquisitions of businesses:

Accounts receivable, net — (76,945 ) 17,129 (6,451 ) — (66,267 )
Inventories, net — 15,080 (17,377 ) 360 (1,386 ) (3,323 )
Uniforms and other rental items in service — (51,682 ) (3,483 ) (8,730 ) (404 ) (64,299 )
Prepaid expenses and other current assets — 3,676 (19,421 ) 219 — (15,526 )
Accounts payable — (60,978 ) 108,724 (12,310 ) (161 ) 35,275
Accrued compensation and related
liabilities — 9,522 (18,595 ) (319 ) — (9,392 )
Accrued liabilities and other — (133,671 ) 173,905 2,234 — 42,468
Income taxes, current — 11,874 15,898 (1,690 ) — 26,082
Net cash provided by (used in) operating

. 955,421 61,010 766,918 23,396 (842,585 ) 964,160
activities
Cash flows from investing activities:
Capital expenditures — (192,668 ) (65,211 ) (13,820 ) — (271,699 )
Procqus from redemption of marketable 13,589 (1189 ) 167457 — 179.857
securities
Purchase of marketable securities and o 9,789 (24,636 ) (143,861 ) 5,000 (153,708 )
investments
Proceeds from sale of business — 127,835 — — — 127,835
Acqglsltlons of businesses, net of cash o (19346 ) — o o (19346 )
acquired
Other, net (694,429 ) 599,192 (633,629 ) (107,356 ) 837,585 1,363

Net cash (used in) provided by investing — co4 479 | 538391 (724,665 ) (97,580 ) 842,585 (135,698 )
activities

Cash flows from financing activities:
Payments of commercial paper, net — (50,500 ) — — — (50,500 )
Repayment of debt — (550,000 ) — — — (550,000 )
Proceeds from exercise of stock-based

. 41,848 — — — — 41,848
compensation awards
Dividends paid (175,521 ) — — (68 ) — (175,589 )
Repurchase of common stock (127,319 ) — — — — (127,319 )

124



Edgar Filing: CINTAS CORP - Form 10-K

Other, net — (3,060 ) 755 (275 ) — (2,580 )
Net cash (used in) provided by financing ., ¢6 995y (503 560 ) 755 (343 ) — (864,140 )
activities

Effect of exchange rate changes on cash o . 5.136 L 5.136

and cash equivalents

Net.(decrease) increase in cash and cash o 4159 ) 43,008 (69391 ) — (30542 )
equivalents

S:;rh and cash equivalents at beginning of 48.658 17.302 103306  — 169.266
Cash and cash equivalents at end of year $— $44,499 $60,310 $33,915 $— $ 138,724
78
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Condensed Consolidating Statement of Cash Flows

Year Ended May 31, 2017 Cintas Subsidiary Non- e Cintas .
. . Corp. 2 Eliminations Corporation
(in thousands) Corporation Guarantors Guarantors .
Consolidated

Cash flows from operating activities:
Net income $480,708 $152,916 $315,565 $9,143 $ (477,624 ) $480,708
Adjustments to reconcile net income to net
cash

provided by (used in) operating
activities:
Depreciation — 117,578 43,660 10,327 — 171,565
Amortization of intangible assets — 21,496 1,178 2,356 — 25,030
Stock-based compensation 88,868 — — — — 88,868
Gain on Storage — (1,460 ) — — — (1,460 )
Gain on Shred-it — (23,516 ) — (1,941 ) — (25,457 )
Asset impairment charge — 20,966 — 2,365 — 23,331
G&K Services, Inc. transaction and
integration — 26,453 — 4,992 — 31,445

costs
Short—Ferm debt financing fees included in 17.062 o . o 17.062

net income
Settlement of cash flow hedges — 30,194 — — — 30,194
Deferred income taxes — (26,289 ) 26,058 4,133 — 3,902
Changes in current assets and liabilities,
net of

acquisitions of businesses:
Accounts receivable, net — (50,012 ) (40,380 ) (3,165 ) — (93,557 )
Inventories, net — 7,787 (2,317 ) (3,679 ) (2,459 ) (668 )
Uniforms and other rental items in service — (4,951 ) (5,011 ) 1,959 (729 ) (8,732 )
Prepaid expenses and other current assets — 21,119 2,775 307 — 24,201
Accounts payable — 1,765,713 (1,509,215 (242,875 ) 103 13,726
A.cc.rl.le.:d compensation and related o (7498 ) 19.815 1337 o 13,654
liabilities
Accrued liabilities and other — 2,813 (5,675 ) 2,361 — (501 )
Income taxes, current — (5,205 ) (22445 ) (1,774 ) — (29,424 )

Net cash provided by (used in) operating

. 569,576 2,065,166 (1,175,992 (214,154 ) (480,709 ) 763,887
activities

Cash flows from investing activities:

Capital expenditures — (153,963 ) (102,682 ) (16,672 ) — (273,317 )
Procqus from redemption of marketable o o 218324 218.324
securities

Purchase of marketable securities and . 18,150 (797559 ) 598.344 — (181065 )
investments

Proceeds from sale of Storage — 2,400 — — — 2,400
Proceeds from sale of Shred-it — 23,935 — 1,941 — 25,876

Acquisitions of businesses, net of cash

acquired — (2,112,015 — 9,644 — (2,102,371 )
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Other, net (438,344 ) (1,562,294 2,039,740 (520,007 ) 480,709 (196 )

ietivcii‘is;(“sed in) provided by investing 3¢ 244 | (3783787 1.139.499 291574 480709  (2.310.349 )

Cash flows from financing activities:
Proceeds from issuance of commercial

— 50,500 — — — 50,500
paper, net
Proceeds from the issuance of debt, net —— 1,932,229 (2,000 ) 2,000 — 1,932,229
Repayment of debt — (250,000 ) — — — (250,000 )
Payment of short-term debt financing fees — (17,062 ) — — — (17,062 )
Proceeds fr.om exercise of stock-based 31.870 . . o o 31.870
compensation awards
Dividends paid (142,378 ) — — (55 ) — (142,433 )
Repurchase of common stock (20,724 ) — — — — (20,724 )
Other, net — (6,282 ) 404 — — (5,878 )
Net cash (used in) provided by financing 13y 535 ) | 709385 (1,506 ) 1,945 — 1,578,502
activities
Effect of exchange rate changes oncash o o @131 ) — (2.131 )
and cash equivalents
Net.(decrease) increase in cash and cash o 9236 ) (38.089 ) 77.234 o 29.909
equivalents
S:;rh and cash equivalents at beginning of 57.894 55.391 26.072 o 139357
Cash and cash equivalents at end of year $— $48,658 $17,302 $103,306 $— $ 169,266
79
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Condensed Consolidating Statement of Cash Flows

Year Ended May 31, 2016 Cintas Subsidiary Non- TP Cintas .
. . Corp.2 Eliminations Corporation
(in thousands) Corporation Guarantors Guarantors .
Consolidated

Cash flows from operating activities:

Net income $693,520  $400,191 $296,608 $3,905 $(700,704 ) $693,520
Adjustments to reconcile net income to net

cash provided by (used in) operating

activities:

Depreciation — 102,443 37,883 9,365 — 149,691
Amortization of intangible assets — 14,830 304 454 — 15,588
Stock-based compensation 79,293 — — — — 79,293

Gain on Storage transactions — (12,547 ) — (3,239 ) — (15,786 )
(Gain) loss on Shred-it — (366,460 ) — 12,389 — (354,071 )
Deferred income taxes — (83,648 ) 22,025 2,321 — (59,302 )

Changes in current assets and liabilities,
net of acquisitions of businesses:

Accounts receivable, net — (30,381 ) (20,196 ) (2,185 ) — (52,762 )
Inventories, net — (23,917 ) 2,011 (2,454 ) 6,443 (17,917 )
Uniforms and other rental items in service — (3,193 ) (2,032 ) (1,840 ) 759 (6,306 )
Prepaid expenses and other current assets — (167 ) (914 ) 116 — (965 )
Accounts payable — (487,582 ) 491,918 (4,884 ) (16 ) (564 )
A.cc.rl.le.:d compensation and related o 9.838 3.103 571 . 13,512
liabilities
Accrued liabilities and other — (3,790 ) 25,625 155 724 22,714
Income taxes, current — 895 (1,118 ) (577 ) — (800 )
Net cash provided by (used in) operating

. 772,813 (483,488 ) 855,217 14,097 (692,794 ) 465,845
activities
Cash flows from investing activities:
Capital expenditures — (162,075 ) (100,380 ) (12,930 ) — (275,385 )
Procqus from redemption of marketable . o 434179  — 434.179
securities
Purchase of marketable securities and o (3333 ) (12,085 ) (488.765 ) 10,037 (494146 )
investments
Proceeds from Storage transactions, net of o 32,099 . 3.239 . 35.338
cash contributed
Proceeds from sale of Shred-it — 568,223 — 12,614 — 580,837
Acqglsltlons of businesses, net of cash o (130,786 ) — (25,793 ) — (156,579 )
acquired
Other, net 94,344 169,821 (945,406 ) 1,897 683,481 4,137

Net cash provided by (used im) investing g4 304 473949 (1,057.87)) (75,559 ) 693,518 128381

activities

Cash flows from financing activities:

Proceeds from the issuance of debt — — (165 ) 165 — —

Repayment of debt — (9,151 ) 10,224 (365 ) (724 ) (16 )
28,226 — — — — 28,226
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Proceeds from exercise of stock-based
compensation awards

Dividends paid (115,232 ) —

Repurchase of common stock
Other, net —
Net cash (used in) provided by financing
activities

Effect of exchange rate changes on cash

and cash equivalents

Net decrease in cash and cash equivalents —
Cash and cash equivalents at beginning of

year o
Cash and cash equivalents at end of year $—

80

(780,151 ) —

1,952

(867,157 ) (7,199

(730

) 9,329

(41

) (732

973

(5,218

)_

)_

) (724

)_

(16,738 ) (193,325 ) (67,653 ) —

74,632
$57,894

248,716
$55,391

93,725
$26,072

$—

(115,273
(780,151
490

~— =

) (866,724 )

(5,218 )
(277,716 )
417,073

$ 139,357
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Item 9. Changes in and Disagreements with
Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

With the participation of Cintas' management, including Cintas' Chairman and Chief Executive Officer, Chief
Financial Officer, General Counsel and Controllers, Cintas has evaluated the effectiveness of the disclosure controls
and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934 (the
Exchange Act) as of May 31, 2018. Based on such evaluation, Cintas' management, including Cintas' Chairman and
Chief Executive Officer, Chief Financial Officer, General Counsel and Controllers, have concluded that Cintas'
disclosure controls and procedures were effective as of May 31, 2018, in ensuring (i) information required to be
disclosed by Cintas in the reports that it files or submits under the Exchange Act is recorded, processed, summarized
and reported, within the time periods specified in the SEC's rules and forms and (ii) information required to be
disclosed by Cintas in the reports that it files or submits under the Exchange Act is accumulated and communicated to
Cintas' management, including its principal executive and principal financial officers, or persons performing similar
functions, as appropriate to allow timely decisions regarding required disclosure.

Internal Control over Financial Reporting

Management's Report on Internal Control over Financial Reporting and the Report of Ernst & Young LLP,
Independent Registered Public Accounting Firm thereon are set forth in Part II, Item 8 of this Annual Report on

Form 10-K and are incorporated by reference herein.

There were no changes in Cintas' internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the fiscal quarter ended May 31, 2018, that have materially affected, or are
reasonably likely to materially affect, Cintas' internal control over financial reporting.

Item 9B. Other Information
None.
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Part II1

Item 10. Directors, Executive Officers and Corporate Governance

The information required under this item is incorporated herein by reference to the material contained in Cintas'
definitive proxy statement for the 2018 annual meeting of shareholders to be filed with the SEC pursuant to
Regulation 14A not later than 120 days after the close of the fiscal year (the Proxy Statement).

Item 11. Executive Compensation
The information required under this item is incorporated herein by reference to the material contained in the Proxy
Statement.

Item 12. Security Ownership of Certain Beneficial

Owners and Management and Related Stockholder Matters

The information required under this item is incorporated herein by reference to the material contained in the Proxy
Statement, except that the information required by Item 201(d) of Regulation S-K can be found below.

The following table provides information about Cintas' common stock that may be issued under Cintas' equity
compensation plans as of May 31, 2018.

Number of
Number of shares
. . . shares Weighted ..
Equity Compensation Plan Information remaining
to be average .
. ; available
issued exercise
. for future
upon price of .
. . 1issuance
exercise of outstanding .
Plan category . . 1 under equity
outstanding options () :
. ) compensation
options (D
plans

Equity compensation plans approved by shareholders 8,930,186 $ 96.71 10,595,954
Equity compensation plans not approved by shareholders — — —
Total 8,930,186 $ 96.71 10,595,954

(1) Excludes 2,641,114 unvested restricted stock units.

Item 13. Certain Relationships and

Related Transactions and Director Independence

The information required under this item is incorporated herein by reference to the material contained in the Proxy
Statement.

Item 14. Principal Accountant Fees and Services

The information required under this item is incorporated herein by reference to the material contained in the Proxy
Statement.
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Part IV

Item 15. Exhibits and Financial Statement Schedules
Financial Statements. All financial statements required to be filed by Item 8 of Form 10-K and included
(a) (1) in this Annual Report are listed in Item 8. No additional financial statements are filed because the
requirements of paragraph (c) under Item 15 are not applicable to Cintas.

(a) (2) Financial Statement Schedule:
For each of the three years in the period ended May 31, 2018.
Schedule II: Valuation and Qualifying Accounts and Reserves.

All other schedules are omitted because they are not applicable, or not required, or because the required
information is included in the Consolidated Financial Statements or Notes thereto.

(a) (3) Exhibits.

All documents referenced below were filed pursuant to the Exchange Act by Cintas Corporation, file
number 000-11399, unless otherwise noted.

Exhibit

Number  Description of Exhibit

JV Framework Agreement. dated March 18. 2014. by and among Cintas Corporation No.2, CC
21 w5 2hredding Holdco LIC and CC Dutch Shredding Holdco BV, each a wholly owned subsidiary of Cintas,
= and Shred-It International Inc.. Boost JV LP. Boost Holdings I.P and Boost GP Corp (Incorporated by
reference to Exhibit 2.1 to Cintas' Current Report on Form 8-K filed on March 19. 2014).

Securities Purchase Agreement. dated as of July 15. 2015. by and among Cintas. Shred-it International
2.2 ***Inc., Stericycle. Inc. and the other parties thereto (Incorporated by reference to Exhibit 2.1 to Cintas'
Current Report on Form 8-K filed on October 1. 2015).

Agreement and Plan of Merger. among Cintas Corporation. G&K Services. Inc. and Bravo Merger Sub.
23 ***Inc., dated as of August 15. 2016 (Incorporated by reference to Exhibit 2.1 to Cintas' Current Report on
Form 8-K filed on August 16. 2016).

Restated Articles of Incorporation, as amended (Incorporated by reference to Exhibit 4.1 to Post
3.1 Effective Amendment No. 1 to Cintas' Registration Statement No. 333-136631-09 on Form S-3 filed on
December 3. 2007).

39 Amended and Restated By-laws (Incorporated by reference to Exhibit 3 to Cintas' Current Report on
— Form 8-K filed on October 14. 2008).

Indenture dated as of May 28. 2002, among Cintas Corporation No. 2. as issuer. Cintas Corporation. as
41 parent guarantor. the subsidiary guarantors thereto and Wachovia Bank. National Association. as trustee
- (Incorporated by reference to Exhibit 4.1 to Cintas' Annual Report on Form 10-K for the vear ended
May 31. 2002).
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Form of 6.15% Senior Note due 2036 (Incorporated by reference to Exhibit 4.3 to Cintas' Current Report

on Form 8-K filed on August 21. 2006).

Form of 4.30% Senior Note due 2021 (Incorporated by reference to Exhibit 4.2 to Cintas' Current report

on Form 8-K filed on May 23. 2011).

Form of 3.25% Senior Note due 2022 (Incorporated by reference to Exhibit 4.1 to Cintas' Current Report

on Form 8-K filed on June 8. 2012).

Form of 2.900% Senior Notes due 2022 (Incorporated by reference to Exhibit 4.1 to Cintas' Current
Report on Form 8-K filed on March 14. 2017).

Form of 3.700% Senior Notes due 2027 (Incorporated by reference to Exhibit 4.2 to Cintas' Current
Report on Form 8-K filed on March 14. 2017).

Form of 3.250% Senior Notes due 2022 (Incorporated by reference to Exhibit 4.3 to Cintas' Current
Report on Form 8-K filed on March 14. 2017).

Amended and Restated Credit Agreement. dated as of September 16. 2016. among Cintas Corp. No. 2.
the Lenders party thereto and KevBank National Association. as Administrative Agent (Incorporated by

reference to Exhibit 10.1 to Cintas' Current Report on Form 8-K filed on September 22. 2016).

Amended and Restated Note Purchase Agreement. dated as of March 21. 2017, among G&K Services.
Inc. and the Note holders (Incorporated by reference to Exhibit 4.1 to Cintas' Current Report on Form

8-K filed on March 21. 2017).

Partners' Plan (Incorporated by reference to Cintas' Annual Report on Form 10-K for the year ended
May 31, 1993).

First Amendment to Partners' Plan (Incorporated by reference to Exhibit 4.2 to Cintas' Registration
Statement No. 33-56623 on Form S-8 filed on November 28. 1994).

Second Amendment to Partners' Plan (Incorporated by reference to Exhibit 4.3 to Cintas' Registration

Statement No. 33-56623 on Form S-8 filed on November 28. 1994).

Directors' Deferred Compensation Plan (Incorporated by reference to Exhibit 10.12 to Cintas' Quarterl

Report on Form 10-Q for the quarter ended November 30, 2000).

Form of agreement signed by Officers. General/Branch Managers. Professionals and Key Managers.

including Executive Officers (Incorporated by reference to Exhibit 10 to Cintas' Quarterly Report on
Form 10-Q for the quarter ended February 28. 2005).

President and CEO Executive Compensation Plan (Incorporated by reference to Exhibit 10.18 to Cintas'

Annual Report on Form 10-K for the year ended May 31. 2005).

2006 Executive Incentive Plan (Incorporated by reference to Exhibit 10.19 to Cintas' Annual Report on

Form 10-K for the year ended May 31. 2005).

2005 Equity Compensation Plan (Incorporated by reference to Cintas' Definitive Proxy Statement on
Schedule 14A filed on September 1. 2005).
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Criteria for Performance Evaluation of the President and CEO (Incorporated by reference to Exhibit
10.21 to Cintas' Annual Report on Form 10-K for the vear ended May 31. 2006).

2007 Executive Incentive Plan (Incorporated by reference to Exhibit 10.22 to Cintas' Annual Report on

Form 10-K for the year ended May 31. 2006).

Amendment No. 1 to 2005 Equity Compensation Plan (Incorporated by reference to Exhibit 10.17 to
Cintas' Annual Report on Form 10-K for the year ended May 31. 2011).

Form of Restricted Stock Agreement (Incorporated by reference to Exhibit 10.18 to Cintas' Annual

Report on Form 10-K for the year ended May 31. 2011).

Amendment No. 2 to Cintas Corporation 2005 Equity Compensation Plan (Incorporated by reference to
Exhibit 10.1 to Cintas' Current Report on Form 8-K filed on July 27. 2012).

Form of Restricted Stock Agreement (Incorporated by reference to Exhibit 10.2 to Cintas' Current

Report on Form 8-K filed on July 27, 2012).

Amendment No. 3 to Cintas Corporation 2005 Equity Compensation Plan (Incorporated by reference to
Exhibit 10.4 to Cintas' Current Report on Form 8-K filed on October 23. 2013).

Amendment No. 4 to Cintas Corporation 2005 Equity Compensation Plan (Incorporated by reference to
Exhibit 10.5 to Cintas' Current Report on Form 8-K filed on October 22. 2014).

Cintas Corporation Management Incentive Plan (Incorporated by reference to Exhibit 10.5 to Cintas'

Current Report on Form 8-K filed on October 23. 2013).

Cintas Corporation 2016 Equity and Incentive Compensation Plan (Incorporated by reference to Exhibit
10.1 to Cintas' Current Report on Form 8-K filed on October 20, 2016).

Amendment No. 1 to Cintas Corporation 2016 Equity and Incentive Compensation Plan (Incorporated

by reference to Exhibit 10.1 to Cintas' Quarterly Report on Form 10-

30.2017).

for the quarter ended November

Code of Ethics (Incorporated by reference to Exhibit 14 to Cintas' Annual Report on Form 10-K for the

year ended May 31, 2004).
Subsidiaries of the Registrant.

Consent of Independent Registered Public Accounting Firm.

Certification of Principal Executive Officer. Pursuant to Rule 13a-14(a) of the Securities Exchange Act

of 1934,

Certification of Principal Financial Officer. Pursuant to Rule 13a-14(a) of the Securities Exchange Act

of 1934,
Certification of Chief Executive Officer. Pursuant to 18 U.S.C.

Certification of Chief Financial Officer, Pursuant to 18 U.S.C.

1350.

1350.
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XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation Linkbase Document.
XBRL Taxonomy Extension Definition Linkbase Document.
XBRL Taxonomy Extension Label Linkbase Document.

XBRL Taxonomy Extension Presentation Linkbase Document.

* Management compensatory contracts

**Filed herewith

w5 CeTtain exhibits and schedules have been omitted and Cintas agrees to furnish supplementally to the Securities and
Exchange Commission a copy of any omitted exhibits upon request.
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Item 16. Form 10-K Summary
None.

Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CINTAS CORPORATION

By:/s/Scott D. Farmer
Scott D. Farmer
Chairman and Chief Executive Officer

DATE SIGNED: July 27, 2018
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Capacity Date
/s/ Scott D. Farmer ~ Chairman of the Board of Directors and Chief Executive Officer (Principal July 27,
Scott D. Farmer  Executive Officer) 2018

Ronald W. Tysoe ) July 27,
Isl Ronald W. Tysoe Director 2018
John F. Barrett ) July 27,
Isl John F. Barrett Director 2018
James J. Johnson ) July 27,
Isl James J. Johnson Director 2018
Robert E. Coletti ) July 27,
'S Robert E. Coletti ~ Dector 2018
J. Michael
/s/ Hansen Executive Vice President and Chief Financial Officer July 27,
J. Michael (Principal Financial and Accounting Officer) 2018
Hansen
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Cintas Corporation
Schedule II — Valuation and Qualifying Accounts and Reserves

Balance
(In thousands) %t .. Additions Deductions
eginning ;) @
of Year

Allowance for Doubtful Accounts

May 31, 2016 $ 15497 $8,274 $ 4,668
May 31, 2017 $19,103 $6,446 $ 5,024
May 31, 2018 $20,525 $13,358 $ 373
Reserve for Obsolete Inventory

May 31, 2016 $30,531 $5,195 $ 3,010
May 31, 2017 $32,716 $10,049 $ 4,460
May 31, 2018 $38,305 $1,335 $ 2,597

Balance

at
End of
Year

$19,103
$20,525
$33,510

$32,716
$38,305
$37,043

Represents amounts charged to expense to increase reserve for estimated future bad debts or to increase reserve for

() obsolete inventory. Amounts related to inventory are computed by performing a thorough analysis of future

marketability by specific inventory item as well as an estimate based on Cintas' historical rates of obsolescence.

Represents reductions in the balance sheet reserve due to the actual write-off of non-collectible accounts receivable

@ or the physical disposal of obsolete inventory items. These amounts do not impact Cintas' consolidated income

statement.
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