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GlaRLulW Full Legal Disclaimer

This research presentation expresses our research opinions. You should assume that as of the publication date of any presentation, report or letter, Spruce Point
Capital Management LLC (possibly along with or through our members, partners, affiliates, employees, and/or consultants) along with our subscribers and clients has
a short position in all stocks (and are long/short combinations of puts and calls on the stock) covered herein, including without limitation Cintas Corp (“CTAS”), and
therefore stand to realize significant gains in the event that the price of its stock declines. Following publication of any presentation, report or letter, we intend to
continue transacting in the securities covered therein, and we may be long, short, or neutral at any time hereafter regardless of our initial recommendation. All
expressions of opinion are subject to change without notice, and Spruce Point Capital Management does not undertake to update this report or any information
contained herein. Spruce Point Capital Management, subscribers and/or consultants shall have no obligation to inform any investor or viewer of this report about
their historical, current, and future trading activities.

This research presentation expresses our research opinions, which we have based upon interpretation of certain facts and observations, all of which are based upon
publicly available information, and all of which are set out in this research presentation. Any investment involves substantial risks, including complete loss of capital.
Any forecasts or estimates are for illustrative purpose only and should not be taken as limitations of the maximum possible loss or gain. Any information contained in
this report may include forward looking statements, expectations, pro forma analyses, estimates, and projections. You should assume these types of statements,
expectations, pro forma analyses, estimates, and projections may turn out to be incorrect for reasons beyond Spruce Point Capital Management LLC’s control. This is
not investment or accounting advice nor should it be construed as such. Use of Spruce Point Capital Management LLC’s research is at your own risk. You should do
your own research and due diligence, with assistance from professional financial, legal and tax experts, before making any investment decision with respect to
securities covered herein. All figures assumed to be in US Dollars, unless specified otherwise.

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to state material facts
necessary to make the statements herein not misleading, and all information has been obtained from public sources we believe to be accurate and reliable, and who
are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer, or to any
other person or entity that was breached by the transmission of information to Spruce Point Capital Management LLC. However, Spruce Point Capital Management
LLC recognizes that there may be non-public information in the possession of CTAS or other insiders of CTAS that has not been publicly disclosed by CTAS. Therefore,
such information contained herein is presented “as is,” without warranty of any kind — whether express or implied. Spruce Point Capital Management LLC makes no
other representations, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from
its use.

This report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not expressed
as, or implied as, assessments of the quality of a security, a summary of past performance, or an actionable investment strategy for an investor. This is not an offer to
sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful
under the securities laws of such jurisdiction. Spruce Point Capital Management LLC is not registered as an investment advisor, broker/dealer, or accounting firm.

All rights reserved. This document may not be reproduced or disseminated in whole or in part without the prior written consent of Spruce Point Capital
Management LLC.
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Successful
Outcome

Spruce Point’s Success Shorting
S&P 500 Companies

“Being an S&P 500 company is a validation of absolutely nothing, and can be a wasteland of corporate mediocrity. It affords
investors zero protections against companies and their ability to scheme investors. Buyer beware

Ill

S&P 500
NYSE: CHD | 9/5/19

$22.7 billion

Best of breed roll-up acquiror of personal
care and consumer products with the core

Arm & Hammer brand providing a stable

backbone to diversify into other products

New management has become more

aggressive, using financial and accounting

tactics to inflate the share price. The
recent acquisition of FLAWLESS hair care
was expensive and will disappoint
investors. Governance lapses have
allowed mgmt. to reap unjust bonuses
based on non-cash gains. Shares at $80
trade 8% above analyst targets

Within the first quarter after our report,
CHD reported disappointing Q3 sales

results, cut its full year revenue guidance,

and issued Q4 earnings at $0.54, well
below the $0.62 expected. Management
blamed higher sales and marketing
expenses on FLAWLESS

AMETEK'

S&P 500
NYSE: AME | 11/14/14
$12.3 billion

Best of breed roll-up in the test and
measurement equipment space with
world class EBITDA margins and an
ability to never miss Wall St estimates
through any economic cycle

We argued AMETEK was not creating
any value by delivering zero organic
growth and that its financial
statements showed signs of strain with
aggressive accounting. We believed its
premium valuation multiple could not
be sustained as the quality of its
acquisitions deteriorated

By early 2016, AMETEK began guiding
down sales and earnings expectations
for multiple quarters. Its CEO and CFO
abruptly retired. Its share price fell
nearly 20% from our initial report date

METTLER  TOLEDO

S&P 500
NYSE: MTD | 7/24/19
$21.8 billion

Best of breed weights, test and
measurement equipment company
with superior margins and an ability to
never miss Wall St. EPS targets

Excessive cost capitalization from a
12 year “Blue Ocean” ERP
implementation. Unusual corporate
structure that omits product level
margin discussion. Closeness of mgmt
with PwC its auditor. Financial strains
being signaled and anomalies in
China. Extreme valuation with price
14% over avg analyst price target

Q2 2019 missed sales estimates by the

widest margin in years, and initial
2020 guidance issued in Q3 2019
missed estimates with lower sales and
earnings growth. Management failed
to address any of the issues identified
by Spruce Point. The share price
corrected by 22%

YeSmith

S&P 500
NYSE: AOS| 5/16/19
$6.1 billion

Leading maker of water heaters and
treatment products, boilers, and air
purifiers. Fast and sustainable
growth in China, allowing for
corporate gross margins in excess of
industry peers

China capital expenditure
anomalies, notably consistent mis-
forecasting. Capex issues often
linked to gross margin inflation.
Excessive spending on a protracted
ERP implementation also often
linked to accounting and
financial issues

AOS admitted an undisclosed
material supply chain partner
following a report by firm J Capital.
In Q2 2018, AOS substantially
revised guidance, showing
weakness in China with sales
projected down 16-17%


https://www.sprucepointcap.com/church-dwight-co-inc/
http://www.sprucepointcap.com/ametek-inc/
https://www.sprucepointcap.com/mettler-toledo-international-inc/
https://sumzero.com/pro/research/ideas/17287
https://finance.yahoo.com/news/factors-know-ahead-church-dwights-150803337.html
http://www.ametek.com/pressreleases/news/2016/may/ametekannouncesexecutive
http://www.ametek.com/pressreleases/news/2016/january/ametek-chief-financial-officer-robert-r-mandos-jr-to-retire
https://finance.yahoo.com/m/723bf8de-7ba4-333f-8b82-60e109b051e0/mettler-toledo-stock-drops.html
https://finance.yahoo.com/news/mettler-toledo-international-inc-reports-211000076.html
https://www.sec.gov/Archives/edgar/data/91142/000119312519163453/d753067d8k.htm
https://www.sec.gov/Archives/edgar/data/91142/000119312519206137/d782672dex991.htm
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Executive Summary

Evidence That Cintas’ Fastest Growing Business, Fire Protection Services, Is Breaking The Law And
Putting Lives At Risk

Evidence of Mounting Financial Struggles In The Core Uniform Business Post G&K Acquisition

Dubious “Beat And Raise” Story Designed To Fool Computers, Not Spruce Point

Governance And Auditor Concerns

Valuation And Downside Case
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N CE PoInT Spruce Point Estimates 60% — 75% Downside Risk
Y (569 - S107/sh) At Cintas Corp. (NYSE: CTAS)

We Believe Cintas Overpaid For G&K, Is Struggling To Integrate It, And Spinning A Weak “Beat And Raise” Story

» To consolidate share and extract synergies, Cintas acquired G&K Services in 2017 for $2.1bn with new debt. Based on
proxy statement disclosures, Cintas paid an additional $425m above its initial offer to acquire a business that was
described to us as having a poor reputation

= Cintas touted a “Beat and Raise” story post acquisition, but based on our forensic review, it appears that Cintas may have
suppressed G&K’s sales, only to raise sales guidance by a similar amount to the sales that had been suppressed

= Even worse, evidence points to Cintas over-estimating expenses, only to roll-them back and claim outperformance. In
addition, Cintas said one thing, but did another by subtly changing capital priorities (cutting capex, increasing share
repurchases) in an effort to artificially grow EPS. For FY 2019, we estimate Cintas had no underlying outperformance

Core Uniform relative to initial guidance
Business = There are classic signs of a mismanaged acquisition and financial stress post acquisition:
Pres‘;:f:';,ost « COO and 22yr Cintas veteran J Phillip Holloman “retired” in mid 2018
Levered $2.1bn + Post deal closing, receivables are growing at nearly 2.0x sales; DSOs are at record levels; inventory growth is
G&K diverging from sales growth. Cintas’ credit facility size has increased 3x in size despite sales up only 40%
Acquisition In » Working capital to sales and bad debt has exploded to 20% of sales and 4% of receivables, respectively: both metrics
2017 are higher than Cintas and G&K on a standalone pre-acquisition basis. Cintas has still failed to consolidate its national

receivables collections practice, while scores of customers are complaining about billing practices

» Cintas’s leverage is higher than it appears with material cash that is restricted and trapped abroad. We observe the
Company is becoming more dependent on short-term financing with commercial paper as cash collections worsens

« Cintas recently sold a $73m investment for a reported 35x return, yet won'’t disclose any details about the mysterious
divestiture. The timing of the sale to generate cash is suspicious in context

* Weakness in oil and gas is emerging. Cintas took on added exposure to this industry from acquiring G&K

= Based on our analysis, ex: G&K’s financial contributions to Cintas, we find no underlying EBITDA margin improvement in
the core Cintas business, and that earlier leverage benefits of EBITDA growing faster than revenues have evaporated




* SPRUCE PoINT
 CAPITAL MANAGEMENT

Spruce Point Estimates 60% — 75% Downside Risk
At Cintas Corp. (NYSE: CTAS)

Fastest
Growing Fire
Inspection
Business

Operating
Fraudulently
While Putting
Lives At Risk;

Competition
Rising

Recent changes in revenue disclosure reveal for the first time that Cintas’ fastest organically growing business is
fire inspection, which has grown at a 3 year CAGR of 14%, above the historical and projected industry growth
rate of 8% as illustrated by National Fire Prevention Association

Based on our research, the biggest fundamental challenge in the industry is a qualified labor shortage. Cintas
has used an “affiliate network” to expand its reach, but this approach brings challenges such as monitoring the
quality and capability of its workforce

Using a Freedom of Information Act (FOIA) request, we find that Cintas was charged with fraudulent business
practices. Upon a fire outbreak in Aurora, IL, it was determined that Cintas had 8 of 12 inspectors unlicensed and
unfit to carry out inspection duties for the 22 properties within Aurora’s jurisdiction. These inspectors were thus
falsifying inspection records. Based on our research, we believe this may not be an isolated incident, and that
Cintas may have breeched its credit agreement by incorrectly representing that it holds all the necessary licenses
to conduct its business in compliance with the law

» Cintas must conduct an independent and formal review to assure all its stakeholders that it is in compliance
with all applicable laws, and holds all necessary permits when conducting life-critical inspection operations

Cintas is also being sued in a wrongful death lawsuit for inaccurate inspections in a mining accident that was
documented by the Mine Safety and Health Administration. Incidents such as this, while very unfortunate, add
complex tail risks to its business

Given lapses in judgement such as this, and based on industry conversations, it doesn’t appear to be a secret in
the industry that Cintas has a poor reputation. As a result, new money is flooding into the industry to disrupt
Cintas’ national market position

» We find evidence that historical contracts that locked in customers for 3-5 years are being shortened to just
1 year, and that prices are compressing; both are negative outcomes for Cintas

Fueled by cheap financing and the ability to leverage contractually mandated inspection revenues, private equity
players are creating regional platform acquisition vehicles to seize market share from disgruntled Cintas
customers. In addition, APi Group, a large national competitor was just acquired by a UK SPAC, and will be listed

on the NYSE, giving it broader access to public capital to compete against Cintas 3



Spruce Point Estimates 60% — 75% Downside Risk

i SPRUCE POINT :
St At Cintas Corp. (NYSE: CTAS)

Governance
Concerns
Include
Closeness of
Management
With The
Auditor

Current Audit
Partner Linked
To Papa John
Accounting
Fiasco

Spruce Point has various concerns about the Board including a lack a separation between its Chairman
and CEO, Board and family relationships that are not independent, unjust compensation practices, and
the closeness of Cintas with its auditor

Ernst & Young has been Cintas’ auditor since 1968. The engagement partner at Ernst & Young is Craig
Andrew Marshall. Mr. Marshall is also the audit engagement partner at Papa John’s International
(Nasdaq: PZZA)

» Papa John’s dismissed Mr. Marshall and E&Y in 2018. Since hiring KPMG in early 2019, Papa John’s
disclosed a new material weaknesses of financial controls and reporting

» Both Cintas’ CFO J Michael Hansen and its VP/Treasurer Paul Adler both worked at Ernst & Young

» Spruce Point believes it is time Cintas shareholders appoint a new auditor and fresh eyes to look at its
accounting practices

Cintas’ just appointed Karen Carnahan to its Audit Committee. Cintas claims she is “independent”, yet as
a 30 year former Cintas veteran and Treasurer connected to CEO Farmer, we question why is she joining
now in light of our views that Cintas is experiencing financial stress? Furthermore, we find that she
serves as a Trustee of another Audit Director’s company, and is likely paid; can she act independently?

Cintas management, with the blessing of the Board, claimed great performance for the G&K deal. Special
bonuses were awarded to executives for completing the deal, despite our evidence it has weakened the
overall financial profile of Cintas

Cintas’ annual incentive plan is based on sales and EPS growth, along with non-financial goals. In 2019,
41.75% of CEO Farmer’s bonus was tied to EPS performance, while for most other executives, it
accounted for 50% of the bonus. Cintas conveniently achieved almost the maximum EPS target within
one penny, and claims its $7.60 EPS took into consideration various “one-time items”. Yet, in FY 2019,
Cintas adopted a new revenue recognition method that boosted pre-tax income by $22.3m and Diluted
EPS by $0.15 cents. Why wasn'’t this considered a “one-time” or “extraordinary” boost to income?
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Spruce Point Estimates 60% — 75% Downside Risk
At Cintas Corp. (NYSE: CTAS)

60% - 75%
Downside For
A Sum-of-The-

Parts
Valuation of a
Structurally
Disliked And
Misunderstood
Company

» Analysts and investors love Cintas for its consistent ability to grow earnings, while returning capital through
share repurchases, and a modest dividend yield. The consensus view is that it can produce 5-6% organic sales
growth and 10-11% EPS growth by using its market dominance in stable industries to satisfy customers

= As aresult, analysts’ reward Cintas with the highest multiple among its commercial and safety publicly traded
peers. The average analyst price target is $255 per share. Yet, at the current share price of $259, there’s 1%
implied downside on valuation alone, and materially more downside based on increasing business pressures

= Qur view of Cintas is markedly different from consensus and we believe:

» There is a uniform displeasure with Cintas’ billing practices, one-style approach to customers, and
willingness to skirt the law with fraudulent business practices that place lives at risk

+ The G&K acquisition has worsened Cintas’ overall financial profile through greater capital intensity,
bloating of receivables and bad debts, and greater exposure to cyclical industries such as oil and gas

» Cintas corporate governance is substandard for its size and position as an S&P 500 company. Notably
the CEO/Chairman roles are not split, it allows pledging of stock by executives, and the Board is
stacked with long-time allies of the CEO with business connections between Board members

» As a result, the expansion of Cintas’ valuation multiple over the past few years is unwarranted

= Analysts fail to critically evaluate each of Cintas’ business lines and apply a proper valuation to reflect the
different growth and risk profiles

» Despite trading a 4x sales and 18x EBITDA, not a single one of Cintas’ business lines can be justified at this
valuation by looking at recent acquisitions completed. Transaction values are closer to 1x - 2x of revenues.
When summed together, the fair value of Cintas’ business is $69 - $107, or 60% — 75% downside
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é Spruce Porvt  MRASSY For Thought.:
2N Does History At Cintas Repeat?

“We found a company that has a
practice of breaking the law.”

Bruce Rainer “They treat you like

President, UNITE! garbage.”

Loraine Khan

FormerGintas-mployee

J0SeLorter

“It’s a big lie to hear Cintas | ”'T\"} f l"";’nhn.q ]
yedrs
call us associates.”

Its a big lie to hear Cintas call us associates

Source: Exposing Cintas
11


https://www.youtube.com/watch?v=1kBrg9O-8K8

Evidence That Cintas’ Fast Growing
Fire Protection Business Is Breaking
The Law, Putting Lives At Risk

Proprietary and Confidential —May Not Be Distributed or Copied Without Spruce Point Capital Management, LLC Consent
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We can now observe that Fire Protection has been its fastest growing business line, with double digit organic growth.

Starting in FY 2019, Cintas started to break out revenues in its “Other” segment between Fire Protection and Uniform Direct sales.

: 3-Year YoY

Uniform Rental

9 o
and Facility >4,202.5 55,247.1 $5,552.4 6.6% (1) $1,374.9 $1,454.5 5.8%
First Aid and , .
Sty S iees $508.2 $564.7 $619.5 10.4% $153.4 $172.1 12.2%

Fire Protection
. $311.4 $350.0 $405.5 14.1% $98.1 $110.1 12.2%
Services
Uniform Direct $301.2 $314.8 $314.9 2.3% $71.5 S74.4 4.0%
Cintas growth has generally outperformed U.S. Fire Safefy Market (S billion)

the U.S. Fire Safety market. However, NFPA -@0255 CAGR: +8%

projects the market growth at 8%, and 217.6
Spruce Point believes Cintas’ period of B
double digit growth will moderate. e $11.4
$7.9
Source: Cintas FY 2019 10-K and Q1 2019 10-Q
And National Fire Prevention Association ("NFPA")
2016 2018 2020E 2022€ 2025E

1) G&K acquired in 2017. Based on average organic growth

13


https://www.sec.gov/Archives/edgar/data/723254/000072325419000021/ctas531201910k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/723254/000072325419000030/ctas-2019x831x10xq.htm

Growth Coming At The Expense Of Losing
Control Over The Services Providers?
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. CAPITAL MANAGEMENT

Was The “Affiliate” Program Started In Response To A Dept of Labor Investigation About Underpaying Fire Protection Employees?

Cintas Subsidiary Agrees To Pay Workers $1.3 Million In Overtime Case

Jan 19, 2017: The U.S. Department of Labor announced today that a subsidiary of Cintas Corp. has paid $1.3 million to compensate 81 fire sprinkler testers and
installers for allegedly unpaid overtime. Cintas, based in Cincinnati, provides work products and services, including uniforms. The wage case investigated by the Labor
Department concerned overtime pay for workers based in the San Jose office of the company's Cintas Fire Protection Services subsidiary. The department concluded
that the company failed to pay the sprinkler workers the overtime due for an average of three hours per week spent on off-site tasks such as completing reports,
sending emails and filling out time sheets, according to Deputy District Director Michael Eastwood.. (Source)

e
READY FOR THE WORKDAY'

COMPANY NAME: | amy| | stare: |
Extinguisher Inspection Sprinkler Systems Fire Extinguisher Training Fire Alarm Monitoring Value Inspection Program
Fire Alarm Panels Emergency Lights  Kitchen Suppression Hazard Suppression National Fire Protection Please complete and submit all required information (notated as “*") to affiliatedept@cintas.com or fax to 866.442.6652. Cin-

tas requires that you submit a signed W9, Certificate of Insurance (including General Liability, Worker's Compensation or state
waiver if applicable and Automobile Liability) as well as a copy of your State Contractors License and all required licenses,

certifications and/or distributorships. For questions, calT 239. 2007200 ana ask 107 an ATTate Department Representative.

A STRATEGIC RELATIONSHIP TO HELP YOUR BUSINESS
GROW

Source: Cintas

At Cintas, we believe a strong affiliate relationship provides a seamless service

ners and builds more value for

experience for the custo

employees. That is why we strive to be a valuable resource and dedicated

advocate for all our affiliates and their employees

Source: Cintas and earliest version in 2016 using the wayback machines 14



https://www.cintas.com/fire-protection-services/affiliate-network/
https://web.archive.org/web/20160316010115/http:/www.cintas.com/fire-protection-services/affiliate-network/
https://www.cintas.com/fire-protection-services/affiliate-network/
https://www.sfgate.com/news/bayarea/article/Cintas-Subsidiary-Agrees-To-Pay-Workers-1-3-10868008.php

But Results Are Not Sustainable:
Four Negative Trends In Fire Inspection

SPRUCE PoINT
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Through our conversations with fire inspection industry professionals, we believe there are four very large challenges facing
Cintas that will impede its growth and profit potential in the industry.

Not Enough Skilled Labor To Deliver Services In Compliance With The Law
= [t's universally agreed among people we spoke to that there’s not enough skilled and licensed inspectors
= |t can take between 3 — 5 years between apprenticeship to fully licensed worker

= There is evidence that Cintas committed fraud by allowing unlicensed workers to falsify inspection reports

Private Equity And New Money Is Flooding Into The Industry To Disrupt Cintas

= Cintas does not have a good reputation in the industry, as reflected by numerous internet complaints, and our primary
research

= The opportunity to displace market share from Cintas, and the allure of recurring revenues from services mandated by
law, is what is driving substantial private equity money in the industry

= There are new platform acquisition companies being launched to consolidate regional market share:

» APi Group, one of Cintas’ largest competitors, was just acquired by a SPAC in London and will be listed on the
NYSE, giving it broader access to public capital

Contract Lengths Are Shortening
= Historically, commercial contracts could be negotiated for 3 - 5 years, giving longer visibility to service providers
= This would allow Cintas to implement annual price increases easily

= Now, commercial and national contracts are being shortened to 1 year, allowing customers greater flexibility to price shop

Margins Are Coming Under Pressure From Greater Competition
= For services such as fire extinguisher inspection, Cintas has historically been able to command $2.85 - $3.25 per unit

= According to our industry sources, Cintas has been willing to price as low as $1.50 per unit to win business. At this level,
competitors we spoke to believed it was simply not economical to justify trying to match the price

15



Risk, Breaking The Law,
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With Unlicensed Fire

Upon a fire outbreak in the city of Aurora, IL, it was determined that Cintas was charged with fraudulent inspection practices.
The city found that 8 of 12 Cintas inspectors were not licensed to carry out inspection duties for the 22 properties within its
jurisdiction. lllinois state law clearly mandates a license for inspections.(!) Although it is possible this is an isolated incident, the
mere fact that two-thirds of Cintas inspectors were not licensed suggests that Cintas growth in the Fire Protection business has

come at the cost of violating the law, and putting lives at risk.

City of Aurora

Law Department | Division of Legal Counsel
44 EDowner Pl | Aurara, IL 60507
Fhone: (630) 256-3060 | Fax: (630) 256-3069 | Web: www.aurora-il.org

August 20, 2019

Cintas Fire Protection

Attn: Jason Adessa, General Manager
I'1 Eisenhower Lane

Lombard, IL 60148

Cintas Corporate Headquarters

Attn: Mike Greve, Regional Business Manger
6300 Cintas Boulevard

Suite 915]

Mason, OH 45040

Mr. Greve and Mr. Adessa:

On May 26, 2019, the Aurora Fire Depariment (AFD) responded to a fire ai 800 N, Highland, Aurora,
Illinois.  After a thorough investigation, AFD determined that the building’s sprinkler syslem was not
working as it should have been. The investigation also revealed 1hatﬁa Cintas employee,
;:cﬁmlcted papenwork indicating that he had tested and inspected the sprinkler system, when in fact, he
had not.

AFD further determined that [IEIGI was not certified by the State of Illinois to perform sprinkler
inspections. At the City’s request, Cintas subsequently provided the City with a List of 22 additional
buildings within the City whose sprinkler systems Mr. Cintas purportedly inspected.

A§ Tam sure you wil} agree, this is an unacceptable situation. The failure of the sprinkler system at 800 N
fllgh]§nd could easily have contributed to the building's occupants and the City’s first responders
suffering serious injuries. While it is fortunate that no one was hurt as a result of this fire, the result could
easily have been different.

The City expects that Cintas will immediately, through the use of State-certified inspectors, and at its own
expense, re-inspect each of the 22 facilities that I purportedly inspected. The City also expects
that wwi]l not be a part of any of these re-i ions, or ] inspections of an kind in
the City of Aurora even if he is now, or later becomes certified by the State to so. [am enclosing the list
of facilities requiring re-inspection for your review.

Through our investigation, we learned that eight of Cinta’s twelve fire protection inspectors for Cintas arc
not state certified. Those inspectors should not be inspecting any propertics or businesses in the City going
ﬁ;ryrard until they obtain the proper certifications. We expect that Cintas will use State-certified inspectors
as it continues to do business in Aurora, as the current practice is not acceptable and has the potential to
lead to additional serious life safety concerns

Source: FOIA, City of Aurora, IL
1) lllinois.gov

-

Complaint Form

Fire Sprinkler Contractor Licensing Act

Public Act (PA 92-871)

This form is ta be used by any citizen that witnesses violation of the Fire Sprinkler Contractor Licensing
Act (PA 92-871). This form can be filled in on-line and sent automatically or you can download the
form and mail it to: Office of the State Fire Marshal, Attention: Robert Wetzel, 1035 Stevenson Drive,
Springfield, Il 62703. Email: Robert, Wetzelillinois gov

Date of Incident: (5/26/2019

Location: RIver Valley Coatings, Inc.

Address: 800 N. Highland Avenue, Aurora, IL 60506
Distributor/Contractor Name: wintas Fire Proiection

Address: 11 Eisenhower Lane S Suite 200, Lombard, IL 60148

ehone: (630) 524-9508
FSC0354

Mlinois Distri License #

of Labor. There is no evidence on the NICET websiis or Local 221 that the inspecior possesses the necessary qualifications

2} There is documentation of a pariial i test of the dy 18,2018 There: ion of the

inspection an the Customer Actvity Report provided by the manitoring company. Scruliny of the maintenance record

was promptad by a falure of 1he sprinkier system 10 funciion during a fira on Sunday May 26, 2018,

submitted By: Fire Marshal Javan Cross

Company: City of Aurora Fire Department Prevention Bureau
Address: 5 E. Downer Place, Aurora, IL 60505

Phone: (630) 256-4131

Complaint filed by:  Fire Marshal Javan Cross

Nature of Complaint: UNgualified inspector and fraudulent inspection

Phone: (630)256-4131

(Please include reference to NFPA Standard or State Law this violation is in regards to)
1) According fo Seclion 30 Subsaclion {1l i Prolessions, Ocpupelons, and Eusiness Operalions Fire Sprinklr Corireclor Lienelng Ack

Inspectons &N SElINg Of xIsing TV SOTKEF SYSIaIS 2Nd GOniral SQuBMant MUt B Peormad Ly @ Ioansae o &N NVOURI aMpoyad or

aly such s NICET Lawa! i Iespsction and Tasking of Water Bassd Syssams or

appenved by tha LLS. Dapastrant

Updated 12/2014
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It is clearly not a one-off situation in Aurora. We also find another instance of Cintas doing inspection work without either a
permit, or a contractor’s license.

Violation Citation

2017-01: Cintas Fire Protection - James Morris

Violation: Working without a contractor’s license at:
TJ Maxx - 1684 East 80™ Avenue, Merrillville, IN 46410

Purpose: Required to appear before the Contractor’s Licensing Board.

Mr. Hannigan stated that the complaint was filed by the City of Hobart Fire Marshall, Joshua
Magner. Mr. Magner was present and addressed the Board. He stated that while doing an
inspection of the location for a Certificate of Occupancy he noticed that Cintas had performed
work without a permit or a contractor’s license. They also had not called for a fire watch while
the fire system was down. Mr. Jim Morris, Operations Manager of Cintas Fire Protection, was
present and addressed the Board. He stated that his company was contracted to perform an
inspection of the fire system and found that it was not up to code. He agreed that the system
should not have been disabled during the work and that he should have checked on permits.
Mr. Magner stated that he never heard from Cintas during this time. Mr. Stephens motioned to
fine Cintas Fire Protection $300.00 for working without a license to be paid within 30 days. Mr.
Maggio seconds. All ayes. (6-0)

Source
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A mining worker died recently from injuries sustained from an improper inspection by a Cintas worker as detailed in the Mine
Safety & Health Administration fatality report. Cintas is being sued by the worker’s family for wrongful death.

Wrongful Death Lawsuit Wrongful Death Lawsuit

16.  Despite the knowledge and CINTAS' purported expertise, CINTAS did not RO 0.|. (:AUSE AN ALYS|S

sleeve the hoses with an extreme temperature heat-resistant fire jacket. o . .
MSHA conducted an analysis to identify the most basic cause or causes of the accident that were

17. In addition to CINTAS' paid installation, the mine operator further paid correctable through reasonable management controls, Root causes were identified that, if eiminated,

CINTAS to perform semi-annual inspections and to complete maintenance of the fire Would have ether prevented the accident or mitigated its consequences.

suppression system it had installed on the haul truck.
¥ d Listed below are the root causes identified during the analysis and the corresponding corrective

18.  On July 31, 2017, CINTAS conducted an inspection of the fire suppression actions which were implemented to prevent a recurrence,

system and failed to discover and correct its negligent installation.

» Root Cause; The mine operator and Cintas did not ensure the fire Suppression system on the

Caterpilar 793C haultruck, company number 2-170, was installed and maintained in accordance with
suppression system and again failed to discover and correct its negligent installation. manufacturers racommendations.

19.  On January 26, 2018, CINTAS conducted an additional inspection of the fire

Source: Angela Grostefon vs. CINTAS Corp No 2 (d/b/a Cintas Fire Protection) Source: Mine Safety & Health Admin Final Report — Sept 7, 2018
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-*‘:'Cintas Potentially Not In Compliance With Its
Credit Agreement
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Cintas made certain Representations and Warranties to its bankers that it “holds permits, certificates, licenses... necessary for the
conduct of its business in compliance with all applicable Laws”.... Is this really true? If the licensing issue is systemic in its Fire
Safety business, would this be deemed a Material Adverse Effect? Cintas needs to conduct a full audit of its workforce.

Section 6.3. Compliance with Laws and Contracts. Each Company:

(a) holds permits, certificates, licenses, orders, registrations, franchises, authorizations, and other approvals from any Governmental Authority
necessary for the conduct of its business and is in compliance with all applicable Laws relating thereto;

(b) is in compliance with all federal, state, local, or foreign applicable statutes, rules, regulations, and orders including, without limitation, those
relating to environmental protection, occupational safety and health, and equal employment practices;

(¢) s not in violation of or in default under any agreement to which it is a party or by which its assets are subject or bound;

(d)  has ensured that no Person who owns a controlling interest in or otherwise controls a Company is (1) listed on the Specially Designated
Nationals and Blocked Person List maintained by the Office of Foreign Assets Control (“OFAC™), Department of the Treasury, or any other similar lists
maintained by OFAC pursuant to any authorizing statute, executive order or regulation, or (ii) a Person designated under Section 1(b), (¢) or (d) of
Executive Order No. 13224 (September 23, 2001), any related enabling legislation or any other similar executive orders:

(e) isin compliance with all applicable Bank Secrecy Act and anti-money laundering Laws and regulations;
(f) 1s in compliance, in all material respects, with the Patriot Act;

(g) has ensured that no Company, or to the knowledge of any Company, any director or officer of a Company, is a Person that is, or is owned or
controlled by Persons that are (i) the subject of any Sanctions, or (ii) located, organized or resident in a country or territory that is, or whose government
is, the subject of Sanctions;

(h) has ensured that no Company., or to the knowledge of any Company, any director or officer of a Company, is a Person that is, or is owned or
controlled by Persons that are (i) the subject of any Sanctions, or (ii) located, organized or resident in a country or territory that is, or whose government
is, the subject of Sanctions; and

(1) is in compliance, in all material respects, with Anti-Corruption Laws, and has implemented policies and procedures reasonably necessary to
ensure that no Company, any director, officer, agent, employee or other person acting on behalf of a Company has taken any action, directly or indirectly,
that would result in a violation by such Person of Anti-Corruption Laws, and the Companies have taken such actions they deem reasonably necessary to
ensure continued compliance therewith;

except in the case of any of subparts (a) through (f) above, where the failure to hold such permits, certificates, licenses, orders, registrations, franchises,
authorizations or approvals, or where any such non-compliance or violation, would not reasonably be expected to have a Material Adverse Effect.

Source: Credit Agreement
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Core fire extinguisher inspection pricing is contracting. Based on our industry conversations, we understand that Cintas has
been willing to price as low as $1.50 per extinguisher, particularly to commercial and national customers, which are more price
savvy. Recent prices suggest $2.85 - $3.25 per extinguisher. At $1.50 pricing, some competitors thought it was not even
economical to do the business. Some municipalities are being charged more, but as word spreads that Cintas is willing to do it
for much cheaper, there is downside risk to pricing as contracts are renewed.

$3.25 Contract From 2017 $2.85 Contract From 2017

° Cintas Fire Protection PROPOSAL
15533 w 100% terrace
( :INW ViP lenexa ks 66215 FIRE EXTINGUISHER MAINTENANCE FOR THE CITY OF OSHKOSH DEPARTMENTS
® 913.708 3441 BID SUBMITTAL FORM
— Location #f58
Customer #
SECTION 1- DRY CHEMICAL STORED PRESSURE
Fire Protection Services Agreement . Qty L .
Fire Extinguishers / Emergency Lighting / Restaurant / Industrial Systems / Fire Alarms / Fire Sprinklers Bid Item More or Less Desm‘-lptlon Each Price Total
Customer Name: St Joseph School District. Effective Date: 7-11-17
) ; S : o
Service Address: See Addendum (A) City: State: MO Zip: 1 752 Annual Maintenance Check § A 35 1s 143 L
Phone: Fax:
Contact Name: Roy Lashbrook Contact Title: Purchasing Manager E-mail: roy.lashbrook @sjsd k12.mo.us 2 385 8.5 - 6if Extinguisher
Recharge § 1200 §442 o0
Billing Name: St. Joseph School District  Billing Address:_1000 § 9™ st
City: St Joseph State: MO Zip: 64503  Billing Phone: 816.671.4000 Billing Fax: 816.671.4484 3 344 10 - 304 Extinguisher
AP Contact Name: Kim Waller AP Contact E-Mail: kim.waller@sjsd.k12.mo.us Recharge §_ 12 00 s 4lzgo
Payment Terms: Net 10 Days PO/Blanket PO# PO Date:
Term: The term of this Ay t is 1 year (5), commen the effective date above. In the event of . the Cust to submit their q
c::::lamt in \i‘lr'lx'nn:g amsi ﬁ;ﬁ?giﬂ):::t}'g{ﬁé days ﬁ;‘;gt‘:: date the w::te; :oampl:im is reo:"f:d tno :a:.:;; E:’:;vice usueml:rt:egr:':n? ﬂs:e s:l:\nce issue is not 4 As needed Per Poul'ld d.fy chemical -
emedied to the ble satisfaction of Customer, Cust, el thit t but the Customer shall ¢ outstanding charges fi ices rendered : : g 2
e A em ot e Cs gy o i s i added toextinguishers ~ §__2. 25 §__2, 2
Re_nenal Provision: This Agreement slmllself—_mew _fur successive annual per_iods unless eiﬂ]ﬂparr)f delivers wﬁt_‘[eﬂ_noﬁce crl'tsrminmu_nmﬂ]m sixt_y (60) days
m:cl;:eﬁﬁizgs;:z:?ih:;m;g:;&mgg:e the iﬁiﬁxﬂ for herein at any time after expiration of the initial period upon giving the 5 Asrisaded '.5 6 Extinguisher 6 Year
Repairs: Customer hereby authorizes repairs up to $500 to correct deficiencies found during the system inspection Maintenance $ 6 LW $ G
uan _mmm_mw—mq
+/- 800 Annual Fire Extinguisher Inspection Per NFPA CODE 10 TBD Annual $3.25 I 6 As needed 10 - 30# Extinguisher 6 Year
TBD Recharge of 10lb ABC (all parts included) 535.00 i 6 w é W
T8D Recharge of 5lb ABC (all parts included) 525.00 Mamtenanﬂe $ — $ :
TBD &/ 12 Year Maintenance on 10b ABC (all parts included) 545.00 :
&/ 12 Year Maintenance on 5lb ABC (all parts included) 535.00 7 AS needed ‘5 —6# 12 Year Hyd&'o Test $ H .”_-'j_ $ [{ ! ,-u
Source: St Joe’s School
Source: Oshkosh 20
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Enlightening Interview With Former Senior
Business Leader At Cintas Fire Safety

Spruce Point
Question

Former Cintas
Fire Inspection Safety
Business Leader

Spruce Point
Question

Former Cintas
Fire Inspection Safety
Business Leader

Spruce Point
Question

Former Cintas
Fire Inspection Safety

Business Leader

“Talk about the challenges or, or maybe no challenges as the case may be, of finding skilled people to do these jobs, to go out and do the
fire inspections.”

“Yeah. There's no question there's a constraint. | mean, every business in North America has fire extinguishers in their business, about
70% of businesses, maybe 60% of businesses, have a fire alarm system, and then you might back that number down, but somewhere
around 50% that have a fire sprinkler system. So you can execute fire extinguisher inspections quite easily. | mean, you could hire someone
that you know, has aptitude and hustle and you know, maybe slight mechanical ability and get them operational within 60 or 90 days
pretty easily. When you get into alarm and sprinkler, ubh, if you just went from someone that was competent and capable but didn't
know anything about fire and you got them all the way to a fire alarm or sprinkler certification within a town, state or city; that could
be a three year proposition.... And | mean there is that labor constraint out there. Um, so you're either going to find someone that
already has their license, and try to take them away from your competitor, right? Or, you have a really advanced training program where
you constantly have apprentices and helpers around these certified technicians, so you're raising up and grooming a group of future
inspectors. If there's a bottleneck in this business, that's it.”

“What happens if Cintas sent someone who is supposed to licensed, and in fact, that person isn’t licensed, and something goes wrong.
That’s a bad outcome.”

“You wouldn’t be able to send somebody out there that's not licensed, right? | mean you're holding a man, again to just keep it simple,
like a driver's license, here’s my sprinkler license it has an expiration date, it has a number on it that can be easily verified through website.
So there would never not be a scenario where you’d send someone out to do an inspection that didn't have their certification. Yeah. |
mean it is a felony for example. If you went out and inspected a fire alarm in Texas, and you inspected it, and said “you're good to go”,
but didn't have your license. That is a felony for the individual that would do that.”

“What is driving private equity led M&A in the fire inspection and services industry right now?”

“I think a couple things. One, Cintas does a pretty good job of becoming hated in the spaces that they operate in, not by their investors,
but by the industry patrons. So you know, the, the small businesses that are left out there, would have a bad taste in their mouth
selling to Cintas. And there's people that are aware of that....”
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If, as suggested by its former business manager, that Cintas is disliked by many in the industry, it would create a ripe opportunity
for private equity to expand into the fragmented fire protection and inspection services space. Perhaps, a more customer friendly
approach will enable it to win share from Cintas.

Audax Private Equity Announces the
Acquisition of Academy Fire Life Safety

April 19, 2017 11:06 AM Eastern Daylight Time

Source

Thompson Street Capital Partners Acquires
Marmic Fire & Safety Co.

ST. LOUIS (September 10, 2018) - Thompson Street Capital Partners (TSCP), a private equity firm
based in St. Louis, has partnered with management to acquire Joplin, Missouri-based Marmic Fire
& Safety Co. (Marmic), a provider of fire suppression installation and inspection services, hazard
analysis, and fire and personal safety products. Terms of the fransaction were not disclosed.

Marmic (www.marmicfire.com) is a leading commercial fire and life safety platform in the
midwestern United States. The Company provides recurring inspection, test, and maintenance
services conforming to OSHA mandates, government codes, and NFPA standards. Marmic also
offers sales, installation and repair of a large selection of fire safety products and fire suppression
and security systems.

Source

Ares Management to Acqure Convergint Technologies

Blue Point Completes the
Acquisition of Fire & Life Safety

America

CHARLOTTE, NC (February 22, 2017) - Blue Point Capital Partners announced today
the acquisition of its seventh Blue Point Ill platform investment, Fire & Life Safety
America (“FLSA"), a leading provider of fire and life safety system inspection,

maintenance, repair and installation services.

Source

Riverside Forms Latest Portfolio Company CertaSite
July 11,2019

CertaSite Committed to Acquiring Additional Fire Protection Companies

The Riverside Company, a global private equity firm, has formed CertaSite, a fire and life safety
platform that is committed to the highest levels of customer service, responsiveness, building
safety and code compliance. To date, the CertaSite family includes County Fire Protection,
Company One, Approved Protection Systems, Field's Fire Protection and Spears Fire and Safety
Services.

“We are thrilled to work with CertaSite CEQ Jeff Wyatt to build a business in the fire and life safety
market.” said Riverside Managing Partner Loren Schlachet. "During our partnership, we look to
bring additional businesses under the CertaSite umbrella, assisting with improvements in
technology and innovation, growth-driven sales strategies and professional development
opportunities for their employees.”

Source

FEB. L0S ANGELESFebruary 2, 2018—Ares Management, P (NYSEARES) announced today thet afund managed by s Privte Equity
2 Group has acquired Convergint Technologles, a eading global ndependent security integrator,from investment funds affiated with
o015 KRG. Terms of the transaction were not disclosed.

Based in Schaumberg,linois, Convergint provides comprehensive security integration and fire and I safety services in more than 80
locations acrass four continents, Since ts founding in 2001, Convergint has growin to employ more than 3,400 colleagues as the
husiness continues to expand itssecurity offerings and geographic footprint, Central toths growth s Convergint's strong corporate
culture, which focuses on providing best-in-class service to meet its customers' unique security needs.

Source

Align Capital Partners Ignites Growth with Merger
of ISA and ABCQO Fire Protection

by Align Capital Partners | Aug 13,2018 | Uncategorized

Align Capital Partners’ ("“ACP”) announced today the strategic merger of its most recent
platform investment, ISA Fire and Security (“ISA"), with Cleveland-based ABCO Fire Protection
("ABCO"). ABCO is a regional provider of fire safety and security system inspection,
maintenance, and repair services for thousands of commercial customers in a variety of end-

markets. The company goes to market under the ABCO, Trico, and Superior Fire brands.

Source

Highview Capital Acquires Frontier Fire
Protection

April 04, 2019 04:15 PM Eastern Daylight Time

LOS ANGELES & DENVER--(BUSINESS WIRE)-Highview Capital, LLC
(“Highview”), a Los Angeles-based middle-market private equity firm, today
announced its acquisition of Frontier Fire Protection, LLC (“Frontier Fire” or “the
Company”), a leading provider of fire and life safety solutions in the U.S. Mountain
West and Southwest regions. Frontier Fire's management team, including Chief
Executive Officer Greg Londo, will continue to lead Frontier Fire and remain
shareholders of the Company.

Source

June 10,2016 — Carousel Capital announced today that it has partnered with management to
recapitalize Pye Barker Fire & Safety (“Pye Barker” or the “Company”) the leading provider of
route-based fire protection services in the Southeast. Based in Atlanta, Georgia, Pye Barker
operates from 17 branches strategically located in Florida, Georgia, North Carolina, South Carolina
and Tennessee providing best in class service tots diverse customer base.

Founded in 1946, Pye Barker route-based services include monitoring, inspection, maintenance
and repair of fire detection and suppression products. The Company also provides commercial
cleaning services to restaurants and food service companies. Pye Barker's highly trained
technicians deliver services on a recurring, planned or responsive basis to tens of thousands of sites

peryear fora large customer base. Pye Barker serves customers across its strategic Southeastern

Source
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APi Group is a national, market leading provider of commercial life safety solutions and industrial specialty services, and expects
to deliver ~$4 billion in revenue and Adj. EBITDA margins of ~10% for the full year 2019. On September 2, 2019, J2 signed an
agreement to acquire APi for $2.9 billion, representing a transaction multiple of 7.4x LTM June 2019 Adjusted EBITDA of
$371 million net of tax benefits. The deal closed in early October 2019, and it’s expected that APi will trade on the NYSE. As a newly
formed public company, it will have better access to capital, and a public currency to attract and motivate employees.

APi is a credible national competitor to Cintas that offers a full suite of safety solutions including engineering, design, installation, inspection,
repair and monitoring. We believe Cintas offers a narrower range of services, and does not do the more lucrative repair business

INDUSTRY LEADING FINANCIAL PROFILE

Safety
Solutions
~44%

Specialty
Services
=315%

Industrial
Solutions
2559

-
aPi

Group, Inc. /.

Reported Revenue @
{8 in millions)
$3,920
$3,730
43,046
3 .
2016 2017 2018 LTM 6/30/2019
Adjusted EBITDA @

(8 in millions)

5371

2016 2017 2018

LTM 6/30/2019

% LTM June 2019 Revenue 1
— 1
Ap' ( J 1 indicative on the company’s pr i
2. Reported Revenue, exciuding the acquisitions of Northland and Texa:
Croup, ine. . 3. Adjusted EBITDA pro forma for acquisitions and nan-recurring seller

Source: Investor Presentation, Sept 2019

Sprinkler in 2016, and Mid-Ohioand MP
elated and other costs. For more detail, p

which are unaudited and in prox

SEGMENT OVERVIEW

Safety
Solutions

Specialty
Services

Industrial
Solutions

APi
Group, Inc. .

Leading independent integrator of safety systems
#1 fire protection and sprinkler provider
Mission critical service offerings including life safety, emergency communication systems and specialized mechanical
services
Full suite of life safety solutions focused an alarm & detection systems including:
» Engineering & Design
» Fabrication & Installation
» Inspection, Repair, Monitor
> Retrofit & Upgrade
Large installed base drives significant recurring revenue through service and menitoring agreements

Driven by non-discretionary regulatory spend, providing a stable annuity stream of revenues

Leading provider of infrastructure services and specialized industrial plant solutions

Service offering includes installation, maintenance and repair of critical infrastructure such as underground electric, gas,
water, sewer, telecom infrastructure, specialty construction projects and diversified civil construction

Customers include public and private utilities, communications, industrial plants and government agencies

Multi-year unit price / T&M agreements provide a recurring revenue base without customer concentration risk
Positioned to capitalize on secular industry tailwinds

Provider of niche specialty contracting services to diversified end markets

Leading regional transmission and distribution specialty services contractor

Provides full suite of solutions to midstream oil and gas to build new pipeline and perform ongoing integrity
management and maintenance services

Provides other specialized services including structural steel fabrication

23


http://www.j2acquisitionlimited.com/%7E/media/Files/J/J2-Acquisitions/documents/irt/investor-presentation-aug-2019.pdf

Evidence of Mounting Financial
Struggles In The Core Uniform
Business Post G&K Acquisition

Proprietary and Confidential —May Not Be Distributed or Copied Without Spruce Point Capital Management, LLC Consent
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CLaR el Cintgs Wildly Overpays For G&K

Jan 12, 2016

May 12, 2016

June 29, 2016

Aug 3, 2016

Source: Deal proxy

Mr. Farmer (Cintas CEO) met with Mr. Milroy (CEO of G&K) as scheduled. At the meeting, Mr. Farmer
proposed in writing that Cintas acquire all of the outstanding common shares of G&K for $76.00 per
share in cash. Mr. Milroy said he would discuss Cintas’ proposal with the Company Board.

Mr. Milroy met with Messrs. Farmer and Hansen. At the meeting, Mr. Farmer presented a proposal to
acquire all of the outstanding common shares of G&K for 586.00 per share in cash and confirmed the
offer in writing.

Mr. Farmer contacted Mr. Milroy and presented a proposal whereby Cintas would acquire all of the
outstanding common shares of G&K for $94.00 per share in cash.

Mr. Farmer delivered to Mr. Milroy a written confirmation of Cintas’ proposal to acquire all of the
outstanding common shares of G&K for $97.50 per share in cash, in which Cintas expressed its
commitment to take certain actions with respect to regulatory approvals if necessary to provide for
certainty and timeliness of closing the transaction and to pay a termination fee in certain
circumstances if regulatory approval is not obtained.
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Pressures Mounting In Cintas Core Business

Reported Total Sales $4,795.8 S5,323.4 $6,476.6
FY 17 revenue disclosed 10-K p. 56
Less: G&K Revenue Contribution -- (5187.7) (5950.0) FY18 revenue_estlmated SRR R
and full year disclosure of revenue growth
attributed to acquisitions
Normalized Total Sales $4,795.8 $5,135.7 $5,526.6 .. ;
o e 0.8% 7 1% Limited underlying growth 2017-18
Reported EBITDA $934.2 $1,049.5 $1,311.1 Margins apoear to be expandin
% margin 19.5% 19.7% 20.2% ginsapp panding
Less: G&K EBITDA Contribution - ($30.3) ($160.4) EBITDA margin estimated based on deal
proxy projections from management
Less: Reported Synergies -- -- (558.0) Synergies disclosed Q1’19 conf call
Est. Underlying Cintas EBITDA $934.2 $1,019.2 $1,092.7 EBITDA growth lower than sales growth
% growth 11.4% 9.1% 7.2% shows diminishing earnings leverage
% margin 19.5% | 19.8% 19.8% Underlying margins for Cintas are flat

Cintas CFO
Q1 2018

Earnings Call
Sept 26, 2017

CFO: “The Cintas legacy gross margins continue to expand and the G&K gross margins will too

as we realize the acquisition synergies.”
Spruce Point: Hard to disprove this statement on gross margins due to limited disclosures, but
it’s clear to us that EBITDA margins did not expand
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Management’s Gross Margin Expansion

B e Claims Now Appear Baseless

Cintas CFO
Q12018
Earnings Call
Sept 26, 2017

Cintas Treasurer
Q3 2018
Earnings Call
March 22, 2018

Analyst
Kevin Damien
McVeigh
Q1 2020
Earnings Call
Sept 24, 2019

CFO Response
Q1 2020

Earnings Call

“The Cintas legacy gross margins continue to expand and the G&K gross margins will too as we realize the
acquisition synergies.”

“While the assimilation of the G&K business continues at a great pace -- Mike mentioned 95% of duplicate
operations have been closed, more work remains. The G&K gross margins will improve to Cintas legacy levels
as we further integrate this business and we increasingly realize more of the synergies. We are on track.”

“Really, really nice job. At this point, given the gross margins, is it fair to say -- and | know we're not just
[interviewing] G&K, but is G&K up to the corporate average at this point? Or would you expect that to get
continue to kind of narrow relative to where Cintas is relative to GK?”

“Well, as you referred to (gross margins), it's really hard to say. So for example, a lot of that G&K volume
resides in legacy Cintas locations. So when you think about that volume, it certainly has helped us in those
kinds of locations create more capacity utilization, create a little more density. And so there certainly is a
benefit. From stand-alone locations, many of them have inherited some legacy Cintas volumes, but they're not
quite to where we would see the rest of the Cintas legacy locations, but they're making nice progress. So we
hope to continue to see improvements as we move forward.”
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While analysts laud Cintas’s performance, and management talks up great execution and record results, there are clear

signs of financial strains emerging in its business. We observe a spike in allowance for doubtful accounts, record
working capital to sales, and expanded DSOs and DPOs.

Cintas Pre-Acquisition And
Last Quarter Prior To
Acquisition Close 3/21/17

Combined Current Cintas
Showing Strain

G&K Services Pre-Acquisition And
Last Quarter Prior To Acquisition

$in mm FY 15 FY 16 LTM FY 16 Q319 FY 2019 o
6/27/2015 7/2/2016 12/31/16 5/31/16 2/28/19 5/31/19
Accounts Receivable, net (A) $100.4 $102.6 $108.7 $563.2 $598.9 $878.8 $910.1 $917.5
Allowance For Bad Debts (B) $3.5 $3.6 $4.3 $19.6 $20.5 N/A $37.8 N/A
Gross Receivables (A+B) $103.9 $106.2 $113.0 $582.8 $619.4 N/A $947.9 N/A Highest Allowance
% Allowance of Gross 3.3% 3.4% 3.8% 3.4% 3.3% 4.0% Ever At 4%
Current Assets $317.2 $313.4 $321.8 $1,590.0 $1,629.9 $2,233.8 $2,236.3 $2,289.8
Less: Cash and Securities 16.2 24.2 29.9 210.0 147.2 80.9 96.6 102.1
Adj. Current Assets (C) $301 $289.1 $291.1 $1,380.0 $1,482.7 $2,152.9 $2,139.6 $2,187.7
Current Liabilities $123.5 $117.5 $141.0 $815.5 $944.0 $994.4 $1,127.7 $1,122.9
Less: NTM Debt Maturities 0.2 0.0 22.0 250.0 399.4 217.5 3123 338.8
Adj. Current Liabilities (D) $123.3 $117.5 $119.0 $565.6 $544.6 $776.9 $815.5 $784.1
Adj. Working Capital (C-D) $177.6 $171.5 $146.4 $814.7 $938.1 $1,376.0 $1,324.2 $1,403.6 ";’;Lk;:f ::f::: s;fs't"
% of LTM Sales 18.9% 17.5% 17.6% 16.7% 18.6% 20.3% 19.2% 20.0% . e
working capital / sales
Days Sales Outstanding (DSO) 38.9 385 39.8 39.8 41.6 a4.7 45.4 45.7 h::sa?lsarl'lf't'i‘i ;a:i'dl:y ;:gs
Days Payable Outstanding (DPO) 27.8 28.0 29.4 14.9 18.2 18.7 211 21.5 . en.
being stretched

Source: Cintas and G&K financials, Spruce Point analysis
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A classic sign of accounting shenanigans is when accounts receivable are growing faster than reported sales. It is often
cited as a top red flag to predict fraud or accounting irregularities.(2 This phenomenon may suggest aggressive
revenue recognition practices at best, a change in credit terms to customers, or at worst foul play such as channel
stuffing. We observe that prior to acquiring G&K, Cintas’ cumulative sale and accounts receivables growth tracked each

other very closely. However, we find that post deal closing, receivables are growing at nearly 2.0x sales.

Pre-G&K Acquisition, We See That Cintas’
Cumulative Sales Growth Tracks Accounts
Receivable Growth Reasonably Close

Ql Q2 Q3 Q4
2011 2012 2018 2018 2018 2018

Total Net Sales ~ $3,810  $4,102 $4,317 $4,194 $4,370 $4,796 $1,611 $1,606 S$1,589 51,669 51,698 S$1,718 S1,682 $1,793  $1,811

Post-G&K Closing Mid-Quarter Q4 2017, We Observe That Cumulative
Accounts Receivable Growth Is Now 2.0x Sales Growth

Cumulative %

-- 7.7% 13.3% 10.1%  14.7% | 25.9% - -0.3%  -1.4% 3.6% 5.4% 6.6% 4.4% 11.3% 12.4%
Sales Growth

Accounts

e, e $429 $451 $497 $508 $496 $546 $731 $763 S779 $804 $838 $904 $878  $910 $918

v v

H 0,
CUUIRIERES - 51%  15.7%  18.4%  15.6% | 27.4% - 44%  65% 10.0% 14.6% 23.6% 20.1% 24.4% | 25.4%

A/R Growth

Source: Cintas financials, Spruce Point analysis

1)  “How to Predict the Next Fiasco In Accounting and Bail Early”, Wall St Journal, Jan 2002
2) “How To Detect And Prevent Financial Statement Fraud”, ACEE — Association of Certified Fraud Examiners,
29


http://people.stern.nyu.edu/adamodar/New_Home_Page/articles/warnsign.htm
https://www.acfe.com/uploadedFiles/Shared_Content/Products/Self-Study_CPE/How%20to%20Detect%20and%20Prevent%20Financial%20Statement%20Fraud%202013_Chapter%20Excerpt.pdf

[ i
=,

P NCE PoInT . Cgunts And Rebates

. CAPITAL MANAGEMENT b AT

A

We observe that Cintas made its first disclosure in October 2018 about certain contracts including “discounts and
rebates” earned through specified volume levels. This indicates a more competitive environment. G&K did not make any

such disclosures prior to its acquisition. While Cintas says it maintains a liability within its accounts for these discounts
and rebates, it does not break out the specific line item. However, as a whole, both long and short-term accrued liability
accounts have grown from $600m to $764m since FY 2017.

“Certain of our customer contracts, primarily within our Uniform Direct Sales business, include pricing terms and
conditions that include components of variable consideration. The variable consideration is typically in the form of
consideration paid to a customer based on performance metrics specified within the contract. Specifically, some
contracts contain discounts or rebates that the customer can earn through the achievement of specified
volume levels. Each component of variable consideration is earned based on the Company's actual performance
Cintas 10-Q during the measurement period specified within the contract. To determine the transaction price, the Company

First Reference Filed estimates the variable consideration using the most likely amount method, based on the specific contract

October 2018 provisions and known performance results during the relevant measurement period. When determining if variable
consideration should be constrained, the Company considers whether factors outside its control could result in a
significant reversal of revenue. In making these assessments, the Company considers the likelihood and
magnitude of a potential reversal. The Company's performance period generally corresponds with the monthly
invoice period. No constraints on our revenue recognition were applied during the three months ended August 31,
2018. The Company reassesses these estimates during each reporting period. Cintas maintains a liability for
these discounts and rebates within accrued liabilities on the consolidated condensed balance sheets.”

Source: CTAS 10-Q
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If inventory and working capital growth is a signal of Cintas’ flourishing business, as suggested by the CFO’s recent
quote, then investors’ should be concerned that inventory growth has slowed for three quarters. Inventory growth
historically outpaced sales by an uncomfortable amount.

“Yeah, when we -- our thoughts on working capital are when we are growing, we're going to use some working
CFO capital. So for example, if we're growing the way we want to grow. Accounts receivable is going to grow.
Q12020 Inventories are going to grow, in-service inventory is going to grow because we are injecting new inventory into
Sl CEll new customers and penetrated customers. So generally speaking, we expect in a growth environment, we expect to
use working capital.”

Inventory Growth Inventory Growth Outpacing Sales Growth Since
Now Slowing G&K Closed

25.0%
S 2019 20.0%
Inventory
outpaced
15.0% sales by
6%
Inventory $303.8 $321.9 |$339.8 $334.6 $336.3 *
10.0%
5.0%
QoQ
Inventory  8.4% 6.0% 5.6% -1.5% 0.5%

h 0.0%
Growt 4 Q1 Q2 Q3 Q4
zo1s s 2018 2019 2019 2019 2019 zozo

-5.0%

Source: Cintas financials
== Cumulative Sales = === Cumulative Inventory
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Cintas appears to have organizational dysfunction when it comes to A/R collections. Rather than centralizing
collections in one location, the Company employs hundreds of collection agents in locations across the country.
It even still appears to have active G&K collection agents despite completing the deal more than two and half years
ago. Management is claiming success with cost synergies, yet wouldn’t some of the easiest cost synergies have been

Accounts Receivable Clerk at Cintas

Jackson, Mississippi Area

Accounts Receivable at Cintas

Greater Minneapolis-St. Paul Area

Accounts Receivable at Cintas
Dayton, Ohio Area

Accounts Receivable at Cintas
Dallas/Fort Worth Area

accounts receivable at Cintas
Baton Rouge, Louisiana Area

Accounts Receivable Rep at Cintas
Columbia, South Carolina Area

Source: Linkedin

from centralizing collection agents?

Accounts Receivable
Fort Wayne, Indiana Area

Accounts Receivable Specialist at Cintas
Greater Omaha Area

Accounts Receivable Specialist at Cintas
Greater Detroit Area

Accounts Recieveable Specialist
Orlando, Florida Area

Accounts Receivable Clerk at Cintas
Portland, Oregon Area

Accounts Receivable and Payables at Cintas
Daytona Beach, Florida Area

Accounts Receivable at G&K Services
St. Cloud, Minnesota Area

GK Services, a division of Cintas
Accounts Receivable/Collections
Longwview, Texas Area

Accounts Receivable Specialist at Cintas Corp.
Greater Los Angeles Area

Accounts Receivable Specialist
Greater San Diego Area

Accounts Receivable Specialist
Pittsfield, Massachusetts Area

Accounts Recelvable at Cintas Corp
Davenport, lowa Area
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A/R Staffed By “Temp” Agency

“Telephone Collections”

Cons
" H "
The Accounts receivable is all staffed by a temp agency so that's telling you Its real IV telephone COI IeCtlons
something. The company held a meeting where they explained their way to get out
of having to pay taxes; they set up an employee fund for employee hardships (like if ﬂu v
you lose your house in a tornado). Cintas puts some money in the pot and then Current Employee - Accounts Receivable Specialist in Ra‘eigh‘ NC
encouraged employees to take a portion of their paycheck into the pot. They
actually admitted they want to do this so they can get out of paying taxes. So now PrOS

you know one of the ways big companies get out of paying thousands maybe
millions in taxes.

For their accountants, they hire kids fresh out of college. They sent a company-wide health’ dental, ViSiDn benEﬁtS.
email saying that the new accountant had messed up the company taxes and was
therefore sacked. | feel bad for the kid.

Accounts receivable mostly consisted of elderly cranky women, so that means low
wages and no career advancement. They recently fired almost all of mgmt for
unknown reasons so everyone is walking on eggshells, especially the new mgmt.
The people that are high up in the food chain, treat everyone else like peasants.

Not at all a family friendly place either. | explained to mgmt a family member was in 401k no company matCh’ basic bEHEﬁtS, micromanaging management’ short-

hospital expecting the worse, | needed time off. Mgmt said it was OK, then let me go staffed S0 you get overloaded Wlth work. no Work-life ba|ance
the next day. | took off 4 days.

Cons

Source: Glassdoor

"AR representative for fire protection (Pittston, PA)"
[ ] v

Former Employee - Accounts Receivable in Pittston, PA

B Doesn't Recommend I Positive Outlook B Disapproves of CEO

| worked at Cintas full-time for more than a year
Pros

Decent insurance, okay pay, Okay PTO plan. But nothing is worth the things Cintas will
put you through. A sick monopoly game they are playing and they don't care who get
screwed in the end.

Cons

Harassment, corruption, lack of compassion, too cut throat. | have post traumatic stress
disorder from this company and wish it would stand up in court. You could see
corruption easily in my office cause we had access to the whole country and the drama
that unfolded at each location. Fired, hire, moved. If you have an interview here.....run.

Source: Glassdoor
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With scores of complaints about over-billing, is it any wonder that customers don’t end up paying and Cintas’
accounts receivable and bad debt expense are ballooning?

©

Selene L
* 06/12/2019

Let me start by saying that my review is based on the billing and customer service. | have
tried contacting my account representative over a hand full of times to resolve a few
issues with my the billing on my account and | have not seen any of the issues corrected.
He does not respond to emails and when | call him, he assures me that the account is
bmmmmd
he has not made any changes. | called one day and was left on hold and somehow the

call was linked with another customer who was also calling to complain about similar
issues. The original invoices are given to the person that receives the uniforms during

drop off. This does not work well with corporate accounts that have their billina
department out of state or in a different office. Cintas, you need to make changes quick

Jospeh D
* 10/20/2018

Unresponsive, inaccurate invoices, billing issues and more billing issues, change of prices
without natification.

Sarah S.
* 03/21/2018

Cintas, at least in regards to small businesses, seems to be intentionally evil. We hired
them for our toilet paper, paper towels, sanitizer, rags, and mops - pretty simple stuff. Our
payments started around $100/week. What we didn't realize was that their automatic
payment system was terrible, and it was charging us monthly but only for one week out of

N N basic service, and added all
sorts of services that we didn't ask for. Over the course of a year our payments doubled
and sometimes tripled PER WEEK, and no one alerted us that they weren't receiving our
payments (which was on them, as their online payment system wasn't working) until we
owed them thousands of dollars. Once we caught on, we looked back through our
invoices and discovered that they had charged us for DAYS WHEN THEY DIDN'T COME
mm%m
servicing large organizations, but if you are a small or medium business, run. | could have
paid myself the $700-$1000/month that we ended up paying them.

lesia M
R 0 0 & 12/19/2018

If I could give them -10 | would. We own a business and we have hired Cintas 8 months
ago to get our uniforms and mats to look professional well, it has taken them 5 months to
get our mats ordered, 3 months for our shirts. For past 6 months it has been horrible
communication on their part, constantly over charging us, not picking up or delivering our
garments. Constantly an issue. Michael and Ben have been a nightmare to deal with. |

rry.
I dont need excuses | need change and someone to start delivering my clean garments.
On top of these issues drivers dont ever come at the same time and when they do they
aren't the most pleasant people to deal with. | REGRET doing business with them.

Source: Better Business Bureau and Pissed Consumer

Gary E.
* 02/17/2018

most dishonest company in the industry. Over billing and | found out drivers get
commission on what is put on their trucks, so you return product and still get billed. | am
very worried that this happens to a small restaurant what about the huge companies that
just pay their bills and not check on what they get or are billed for. My hills when from
300-500 month up to 2200. | am a small 100 seat restaurant; seriously? No remedy
either.

Cintas in Cary, lllinois - Deceitful billing

They charge you for services and product that are not delivered or wanted.

View full review »

Comment a4 LHo =3

1 comment

s*' SparseGalapagosTortoise561 May 28  #1693034
Agree. Remember Cintas spelled backwards is Satanic

Watch all aspecs of bl”ir‘lﬁ price increased, small incremental chﬂrges,, Watch those smiling

faces and hidden meanings behind to meet their own metrics.

Aug 12 £ PissedConsumer1620901

Cintas in Prescott, Arizona - NOPE.
' & & & & 1.0 Details

Cintas is a joke for a company. Exiremely outdated software that will generate inaccurate
invoices on accounts you don't even have open with them anymore. This has been going on for
months now and their "customer service” wont even respond to the reasoning why | will not pay
these invalid invoices for supplies we didn't order on an account that doesn't exist. Now our
account is saying "past due” on Invoices that aren't even real.

May 23 £ PissedConsumer1541253
Cintas in Berkeley, California - Terrible customer service!

For one thing, prices rise every other monthl They told me if | signed a contract, it would hold a
price, but it didn't matter. A few months later, a price hike without telling me. The last straw is
when | took a closer look at the invoice and saw that | was getting charged every month for a
broom handle that was never ordered. | talked to customer service to complain, but nothing
Rappened. G &K was much batter. | inally Cancelled and went 1o a 1ocal vendor. Much better.
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Spruce Point Interview With
Uniform Industry Expert

Spruce Point

Industry

Spruce Point

Industry

“One consistent critical theme we see of Cintas in particular, but possibly industry-wide, is that contracts tend to lock customers in and then customers
find out that prices are rising, automatically after certain periods of time. | mean, is this an industry that has good ability to pass on prices to customers?
If you're putting through, price increases without, warning the customer, obviously that could irritate them, but there has to be some sort of pricing limit
to the point where a customer might want to go somewhere else?

“Yeah, you're hitting on a good point there. And let me say, you asked me earlier if I'd like to comment about why I didn't want to work for Cintas.
You're hitting on exactly why I didn't want to work for Cintas. Cintas is the 10,000 pound gorilla. They do a good job of service. I'm not going to say they
don't, they do a really nice job of servicing and many times they're long term customers like them well. The ones that like to be coddled and to be
personalized, do not like them at all because Cintas has one way of doing business and only one way of doing business and so for that they kind of have a
reputation of being a little bit hard nose, a little bit cold. They have a reputation of excessive billing and their excessive billing, which is not tied to a
weekly amount. It's back tied to just what you started asking about the contracts, and the things of that nature, and that the terms of the contracts is
enabled them to be able to do. On a national scale that | worked from, for the last 20 years, all of my contracts were completely custom crafted. | worked
directly for an attorney and we literally had a boiler plate that we offered to our customer’s counsel in the beginning, but it was a back and forth, red line
changes, et cetera; four, five, six times before we could come to the agreement of the language that we could all agree upon. We saw that Cintas didn't do
that so much. Instead they offered a stock standard contract that had such vague terms in it so that the client didn't understand what he was agreeing to.
And that is where a lot of the Cintas pain originates from.”

“I really specialized in fire retardant clothing. And that is something that Cintas is just huge in they were the kind of the industry leader into rental of fire
retardant clothing. But their national contracts were so vague that anytime a client was unhappy with their service and wanted to exit them, it costs
them such a tremendous amount of money, because again, the contract vaguely said that if we believe that this merchandise is special, you agreed to
buy it. Nowhere on that piece of paper does it say that the merchandise that I'm selling you, or I’'m renting you, is considered specialty. So therefore when
(customers) get ready to exit, Cintas comes to them and says, “Oh, well you owe me $9,000 for all the goods that we put upon your people”. And that then
became a prohibitive to them to using other companies. And that in itself then is where they really got the bad reputation for contracts. Later in the
years they got a little better.”

“Can I ask you your perception of the company called G&K? A couple of years ago Cintas bought G&K. What was your understanding of their reputation
in the industry?

“G&K had a terrible reputation. Cintas has the problem to fix. G&K's service was more industrial than Cintas'. In other words, more of the welders or of
the heavy construction type businesses, that sort of thing. Not so much hospitality. | think Cintas tends to have a little more hospitality, a little more health
care. But | don't have much of a good opinion candidly of G&K. They were a contender. They were one of the big four that showed up always for RFPs, et
cetera. And they, you know, they won their fair share, but they had some pretty ongoing serious service problems. They didn't have a good national
program at all, and what | heard most of the really bad talk from them was about their national program. So maybe Cintas by owning them they
brought them some structure in that regard, and that may have improved them somewhat”

35




SR RO Pricing Commentary From A Competitor....

. CAPITAL

Analyst
Mazari
Q4 2018 Earnings
July 7, 2018

Cintas CFO
Response

“The first question is just on consolidation in the space broadly. | know you've sort of outlined cost synergies. Maybe if you could touch on -- there's
been another uniform deal in the space. Could you maybe touch on the revenue side? Do you expect pricing to get better in the space post-
consolidation? | realize it's a local business, so there may be some nuances there. So maybe if you could touch on that and then how to think about
G&K revenue synergies..”

“So from the standpoint of pricing, the pricing environment, | would say, hasn't changed much in the last 90 days since we spoke last. And quite
honestly, I don't expect that the consolidation that has happened will have much of an impact on the pricing environment. It's still a very
competitive environment. We face legacy like competition as well as other catalog type competitors, and so that's not going away. So | don't think
that's going to have much of an impact on the pricing environment.”

Cintas Unifirst

Analyst
Baird Conference
June 5, 2018

CEO UniFirst

Steven Sintros

“Is there anything that's changed from the competitive landscape or pricing environment or things that you found that you need to do from a scale
perspective that's changed.”

“Yeah. | think as you can imagine and we know this as much as anyone in the industry, when you do acquisitions of the size of an Arrow or even the
smaller acquisitions we do; there is disruption in those local operations as you integrate the operations. In our business, to really take advantage of
the synergies of these acquisitions, the route structure and the optimizing of the route structure is really very important. But that doesn’t happen
overnight. When you think about it, when we provide our garments to our customers; half the garments are with our customers, some of whom are
with their employees at their houses, some of them are back in the plant. And when you go to reroute customers, there can be disruption on that
flow of the product. So it's not something you take on very lightly. And doing it on the scale that Cintas and Aramark will be doing it over the next
couple of years is something that will lead to some disruption. In terms of what we're seeing in the market right now, we're seeing some of that
disruption. And I think customers like stability and they like knowing that their service is going to be consistent. They don't want to change route
drivers and so on and so forth. So some of that is leading to opportunities, | think, for us who can offer more stability during this time. As far as
pricing goes, | don't think we've seen much change in the environment. | think where there is a change most notably is on the large account selling.
If you're sitting at the table with a national account which maybe has one of our competitors as the incumbent and they're looking to make a
change because there's some service dissatisfaction, now there's really only two players at the table. So it does provide a little bit more
transparency and maybe simplicity to the process. And we know who we're going against and what we might need to do and the advantages or
disadvantage that we might have bidding on that account, whereas previously when there was maybe four or five people practically bidding on that
account, including some larger regional players like an Arrow depending on the market; it can lead to challenges and one of those competitors
potentially coming in with a very aggressive offer. So I think that's where you may see some of the pricing tightening. But at the same time, it's
not necessarily because | think any of the competitors individually are being less aggressive than they were in the past.”
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“Cintas has maintained that the pricing environment hasn't changed much or been stable throughout this whole industry
consolidation period? Unifirst’s CEO, was commenting a year ago that basically, and I’m paraphrasing, service disruptions in the
industry has created a change and allowed them to be more competitive and poach clients. So, | mean, do you take Cintas
verbiage at face value that the pricing environment has been stable while they're trying to digest a huge acquisition of G&K?”

“And not only that, but I'll say this, the pricing environment in the rental uniform industry is, is within 10% of where it was back in the
late eighties. And I'm really not exaggerating now. Whilst loss prices have gone up substantially because merchandise cost has gone
up. But as far as the unit costs for a specific type of a towel or a specific type of a format for a specific type of a uniform, it's still pretty
much the same. When I began in the industry, we would see large national uniform paying about 90 cents a day or up for us, 65/35
shirt and a pants. Today that cost is more like 60 cents per man per day. It is actually gone down on some items. Some items have gone
up a little bit, so it's probably about a 10% wash. But, but in regard to uniforms, it literally has gone down to the point, from
competitive pressure, but guess what, the uniform companies, they’re willing to do that because there's so many other ways that
they can make a profit. So what I, what I call it is creative marketing. They've, they literally will, we'll dangle a carrot to get their foot
in the door. And I've had, I've had GMs all through my career no matter the uniform company that | worked for, so you go get me the
business. It's my job to make it profitable and the way they do that is by collecting those fees and those fees that we're talking about is
for the loss and the ruining, that 30% that | was mentioning to you earlier about, that's a cost that they just can't measure very well.
You can measure what I'm going to charge you for a shirt or for pants, but you can't measure the amount of times I'm going to charge
you for that shirt or that pant. The sheer incident rate is the hard part in that industry. So when | would call them clients, | would tell
them point blank. I'd say, are you aware that your uniform cost is not going to be this dollar but it's going to be a dollar about 25 to 30%
higher at this dollar? And very often | would find clients not expecting that at all.”

“Naturally occurring loss and ruin is around 16 to 18%... But as time evolved, and as we started hitting those numbers more
and more, guess what they climbed to 28% and 30%. 30% is about the norm now. And | heard that number for years. So, |
believe it's not just a single company number. | think it's pretty much an industry-wide. That's kind of the goal that most
uniform companies shoot toward. Again, | have no problem collecting from customers what is naturally destroy. | have a problem
going out and getting aggressive looking for it. To me, that's the era that the industry evolved into, and they did it simply by
keeping their prices so low, they had to go out and find a way to make money.”
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“Investments at August 31, 2018 of $180.3 million include the cash surrender value of insurance policies of 5$160.2 million, equity
method investments of 514.9 million and cost method investments of $5.2 million. Investments at May 31, 2018 of 5175.6 million
include the cash surrender value of insurance policies of $154.0 million, equity method investments of 516.4 million and cost method
investments of $5.2 million. Investments are generally evaluated for impairment on an annual basis or when indicators of impairment
exist. For the three months ended August 31, 2018 and 2017, no impairment losses were recorded. Subsequent to August 31, 2018,
Cintas reached an agreement to sell a cost method investment to a third party. The anticipated gain on the sale will be recorded
upon consummation of the sale.”

Quarter
Before
Cost Method
Investment Sale

“Investments at November 30, 2018 of 5183.5 million include the cash surrender value of insurance policies of $165.4 million, equity
method investments of $16.9 million and cost method investments of $1.2 million. Investments at May 31, 2018 of 5175.6 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 are generally evaluated for impairment on an annual basis or when indicators of impairment
exist. For the six months ended November 30, 2018 and 2017, no impairment losses were recorded. During the three months ended
November 30, 2018, Cintas sold a cost method investment to a third party. Proceeds from the sale were $73.3 million, which
resulted in a pre-tax gain of $69.4 million.”

Quarter
of
Cost Method
Investment Sale

“Investments at February 28, 2019 of $191.8 million include the cash surrender value of insurance policies of $170.2 million, equity
method investments of 518.4 million and cost method investments of $3.2 million. Investments at May 31, 2018 of 5175.6 million
include the cash surrender value of insurance policies of $154.0 million, equity method investments of 516.4 million and cost method
investments of 55.2 million. Investments are generally evaluated for impairment on an annual basis or when indicators of impairment
exist. For the nine months ended February 28, 2019 and 2018, no impairment losses were recorded. During the second quarter of fiscal
2019, Cintas sold a cost method investment to a third party. Proceeds from the sale were 573.3 million, which resulted in a pre-tax gain
of 569.4 million.”

Quarter
After
Cost Method
Investment Sale

Source: Cintas SEC filings
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Cintas Increased Exposure To Oil And Gas

S And Mining Post G&K Acquisition

G&K Baird Conf
June 2016

G&K Q3 2016
Earnings Call
April 2016

Cintas Q1 2020
Earnings Call

Sept 24, 2019

Unifirst Q4 2019
Earnings Call

Oct 23, 2019

“Oil and gas was an important segment for all of us, not just hard-core center of oil and gas but the
collateral, the related businesses to it, and everybody knows that story.”

“We continue to see significant wearer losses with oil and gas and other mining customers, and there
is clearly some spillover into related markets.”

“What | was referring to was our customers in the oil, gas, mining areas that generally, when you see
the prices of the gas at the pump come down in the past, when we've seen those prices really come
down, it kind of hurts that business here in the U.S. And so the -- we saw some benefit in that price at
the pump, as we said, 25 basis points in rental. But we also saw a little bit of softening in the business
side of it from a customer perspective. And so that's what we're keeping our eyes on.”

“One area of caution with respect to growth relates to ware accounts within our existing customers.
Additions versus reductions as we commonly refer to it, which slid some in our fourth quarter, partially
due to some weakening in the oil and gas sector.”

1) Houston Oil and Gas Jobs Set To Decline Through 2020 — Oct 28, 2019

2) Employment in Texas Oil Fields Falls As Industry Contracts, San Antonia Journal, Sept 27, 2019
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As Cintas financial strain rises, it’s leverage is now at a multi-year high with increasing need for short-term borrowing. We believe
its leverage is even higher than optically being portrayed. Cintas’ $102m of cash on the balance sheet should not be considered
freely available to pay down debt. $57m of it is restricted and domiciled in foreign jurisdictions.

Recent Credit
Increase Shows
Evidence of
Strain

“The credit agreement that supports our commercial paper program was amended and restated on May 24, 2019. The amendment increased
the capacity of the revolving credit facility from $600.0 million to $1.0 billion and created a new term loan of $200.0 million. 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”

Not All of Cintas’
Cash Is Available

“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, 2019 and 2018, cash and cash equivalents includes $31.4 million and $30.9 million,
To Freely Satisfy . . . . . .
Debt Obligations respectively, of restricted cash used as collateral associated with the general insurance program. Cash and cash equivalents as of May 31,
2019 and 2018 include $28.5 million and $33.9 million, respectively, that is located outside of the United States.”

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 8/31/19

Cash and Equivalents $358.0 $513.3 $433.2 $209.8 $191.5 $138.7 $96.6 $102.1
Less: Restricted Cash (528.5) (833.5) (540.3) ($50.6) ($30.6) ($30.9) (831.4) ($31.4)
Less: Foreign Cash (850.7) (540.2) (5109.8) ($96.5) (8125.5) ($33.9) (528.5) (525.4)
Total Adj. Cash $278.8 $439.6 $283.1 $62.7 $35.4 $73.9 $36.7 $45.3
Total Debt $1,309.2 $1,301.0 $1,300.0 $1,294.4 $3,133.5 $2,535.3 $2,849.8 $3,045.5
Plus: Lease Liabilities 209.5 184.5 98.6 134.0 176.0 196.7 223.2 168.7
Adj Total Debt $1,518.7 $1,485.5 $1,398.6 $1,428.4 $3,309.5 $2,732.0 $3,073.0 $3,214.2
Headline Net Debt/EBITDA 1.3x 0.9x 1.0x 1.2x 2.8x 1.8x 1.8x 1.9x
Adj. Net Debt/EBITDAR 1.5x 1.2x 1.3x 1.4x 3.0x 1.9x 1.9x 2.0x

Source: Spruce Point analysis and Cintas financials 40
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Dependence On Short-Term
Financing Rising

FY
2016

FY
2017

FY
2019

“Cintas' commercial paper program has a capacity of $300.0 million that is fully supported by a backup revolving credit facility through a
credit agreement with its banking group. This revolving credit facility has an accordion feature that allows for a maximum borrowing capacity
of §450.0 million. The revolving credit facility was amended on May 29, 2014 to extend that maturity date from October 6, 2016 to May 28,
2019, to adjust the applicable margin used to calculate the interest payable on any outstanding loans, and to adjust the facility fee payable
under the agreement. In June 2016, the revolving credit facility was amended to extend the maturity date from May 28, 2019 to June 22, 2021,
increase the capacity to $450.0 million, and add an accordion feature that allows for a maximum borrowing capacity of $600.0 million. We
believe that this program, along with cash generated from operations, will be adequate to provide necessary funding for our future cash
requirements. No commercial paper or borrowings on our revolving credit facility were outstanding at May 31, 2016 or 2015.”

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 5250.0 million term loan facility. The $150.0 million
increase in the revolving credit facility took effect upon the consummation of the merger (Merger) contemplated by the Merger Agreement
among the Cintas, G&K and Bravo Merger Sub, Inc. (Merger Sub), a wholly-owned subsidiary of Cintas. The term loan was funded upon the
consummation of the Merger. 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 5$250.0 million in the aggregate, subject to
customary conditions. The maturity date of the agreement is September 15, 2021. 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. No commercial paper or borrowings on our revolving credit facility were outstanding at May 31, 2016

The credit agreement that supports our commercial paper program was amended and restated on May 24, 2019. The amendment
increased the capacity of the revolving credit facility from $600.0 million to $1.0 billion and created a new term loan of $200.0 million. 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 5250.0 million in the aggregate, subject to customary conditions. The maturity date of the
revolving credit facility is May 22, 2024, and the maturity date of the term loan is May 22, 2020, which can be extended 12 months, annually,
for up to four years. As of May 31, 2019, there was $112.5 million of commercial paper outstanding with a weighted average interest rate of
2.7% and maturity dates less than 30 days and no borrowings on our revolving credit facility. No commercial paper or borrowings on our
revolving credit facility were outstanding at May 31, 2018

As of August 31, 2019 and May 31, 2019 there was $139.0 million and 5112.5 million of commercial paper outstanding with maturity dates
less than 30 days and with a weighted average interest rates of 2.36% and 2.68%, respectively. There were no borrowings on our revolving
credit facility as of August 31, 2019 and May 31, 20189.
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“Support” and “Accounting” job openings growth are the biggest needs.

Job openings growth im am Ty

® Operations v 2% v 2% A 37%
‘ ® Support s 8% s 19%
® Sales v 8% 0% a 38%
‘ ® Accounting v 4% v 8%
Other 0% a 7% v 27%

Total 0% a 6% a 15%

Source: Linkedin premium insights
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Dubious “Beat And Raise” Story
Designed To Fool Computers, Not
Spruce Point
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A classic example of earnings management is when management over-estimates expenses, and claims great
performance when results are better than expected. A brazen example is when Cintas offered guidance for intangible
amortization expenses related to G&K. Cintas twice cut the estimate of intangible asset amortization. In_its first pro-

forma G&K disclosure, it estimated $68.5m and said the contracts had a 10 year estimated life.

Cintas Corporation + G&K Services, Inc.
Unaudited Pro Forma Consolidated Statements of Income
(In thousands except per share data)

Twelve Months Ended

Cintas G&K
Corporation  Services, Inc.
May 31, July 2,
2016 2016 Adjustments Total
Revenue:
Sp e i SR $3.777.801 $ 978,041 - $4.755,842 (f) Amortization of intangible assets for customer contracts - The unaudited pro forma
Other 1,127,657 - - 1,127,657 condensed consolidated stalements of mcome for all periods include an adjustment for
Total revenue 4,905,458 978,041 — 5,883,499 the amortization of newly acquired intangible assets related to customer contracts, net of
the current amortization of G&K Services for customer contracts. Intangible assets related
Costs and expenses: to customer contracts are estimated to have a useful life of 10 years and will be amortized
Cost of uniform rental and facility SUERREMIE AL A SRR s leh
services 2,106,793 643,067 — 49,860
Cost of other 668,795 — 668,795
Selling and administrative expenses 1,348,122 212,334 68,573 f 1,629,029
Operating income 781,748 122,640 (68,573) 835,815

Source: Cintas 8-K 3/6/17
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Four months later on the conference call, Cintas offered guidance of $50m of intangible amortization expenses, down from the $68m
estimate originally provided. Yet, by closely evaluating the 10-K that was filed shortly after the conference call, it’s clear that
management should have given $40m of quidance. Actual amortization was reported at $38.9m. Thus, we can say with confidence
that management issued an inaccurate measure of amortization expense, potentially to misguide investors to optically deliver better
results. The net benefit to FY 2018 EPS from this expense mismanagement was $0.24, or approximately 3.5%.

CFO “Our guidance includes the following assumptions related to the acquired G&K business: no transaction and
Q4 2017 integration expenses; revenue of S870 million to S900 million, compared to a prior year run rate of $965 million;
Earnings Call . . - - . R
synergies of approximately S50 million to 555 million; purchase price amortization expense related to
July 20, 2017 intangible assets of 550 million; interest expense on G&K acquisition debt of about 565 million; and an EPS

contribution of $0.15 to 50.17.”

Management Should Have Said $40m

= (C) Annual
| A | /@Tem

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

Preliminary Amortization
Identifiable intangible assets: Valuation Period 1)
Service contracts $ 519,000 15 years SEfVlce ContraCtS 5 19 15( $346
Trade names 17,000 3 years
gl S__Seile H Trade Names $17 3 $5.7

Cintas estimated the preliminary 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 preliminary fair value
of property, plant and equipment consisted of real property of $141.8 million and personal property of Total $536
$112.2 million.

T~ $40.3

1) Note the original amortization period was 10yrs, and then increased to A5yrs

Source: FY 2017 10-K p.54 Filed 7/31/17

Fiscal Years Ended May 31,

. X X (In thousands) 2018 2017 2016
Increase in annual amortization onIy - o
L Cash flows from operating activities:

$38.9m which is very close to our Net income $842586 § 480,708 $69352

estimate of $40.3m, and well below Adjustments to reconcile net income to net
the original $68m (then $50m) ' cash provided by operating activities:
guidance issued by management Depreciation 215478 171.565
Amortization of intangible assets 63,940 25,030 15,588
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SRS Cvidence Suggests That Cintas Spring-Loaded
MY (G & K’s Financial Results

~ G&KCEO “We're not yet giving our 2017 guidance in total but we did give some light on how we thought the
D'g‘;‘t';s;:i?;‘:&”e top-line might shape up. And what we said is, it'll be at the low-end of the organic revenue range
Conference you've seen from us in the last several years. So, that was the qualitative comment. So, | can put

numbers around that, our organic growth rate has ranged from 3.5% to 6.5% over the last call it
three years”

June 9, 2016

Summary of the G&K Projections

(dollars in millions, except per share data)

G&K Standalone
Prolectlons Projected Fiscal Year
Imply 4.3% and 6.4% 20161) 2017 2018 2019 2020 2021
Revenue Growth In Total Sales $ 960 $1,001 $1,065| $1.133 $1,210 $1,293
2017 and 2018 EBITDA(2) $ 155 S 169 S [194 S 218 $ 239 $ 260
Operating Income $123 $ 130 $ (149 $ 169 $ 187 $ 211
Per Proxy (1) Adjusted Net Income(3) $ 70 $ 74 $|8 $ 98 $ 109 $ 124
Sept 14, 2016 Adjusted Earnings Per Share(3) $349 $ 378 $M44 $ 515 $ 584 $ 6.71
Unlevered Free Cash Flow(4) $ 64 $ 66 §$ 69 § 97 $ 109 § 122

“And finally, we are excited about our recent acquisitipn of G&K. Preliminary results are very
Cintas CEO q : . g . ..
Giving FY 2018 encouraging. We are on track to meet our financial and non-financial objectives and look forward

Guidance For The to the many opportunities G&K provides”
First Time Including

G&K Services

“Our guidance includes the following assumptions relgted to the acquired G&K business: no
July 20, 2017 transaction and integration expenses; revenue of 5870 million to $900 million, compared to a
prior year run rate of $965 million”

1) Source: Deal proxy. Figures are for Fiscal Yr which historically ended in June or 15t week of July. Projections exclude deal costs and any synergies
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Cintas raised revenue guidance twice in 2018. The final revenue figure outperformed initial guidance by the amount of
G&K revenue that was talked-down. At best a pure coincidence, or at worst highly engineered results designed to
portray great outperformance.

Q417 Q218 Q318 Full Year
7/20/17 12/21/17 12/21/17 Actual

Didn’t Provide Full
Year Guidance.
Issued Q4:
$1,625 -51,645

Sales Guidance $6,270 - $6,360 $6,325 - $6,400 $6,365 - $6,430

> $6,476.6
. Actual Results
Mldel_nt of Sales $6,315 $6,362 f $6,398 f - +$161m
Guidance . -
Higher Than Initial
Guidance

v

Recall on the previous slide, G&K revenue
guidance was suppressed ~5165-5195 below
G&K projections. Is it a coincidence that Cintas
actual results came in above the initial range by
an amount close to the reduced G&K revenue?

Source: Cintas guidance, Spruce Point analysis
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Red Flag: Cintas Says One Thing And Does Another
Thing On Capital Priorities To Inflate Results

Cintas CFO
Q4 2018

Earnings Call
July 19, 2018

Cintas CFO
Q1 2019
Earnings Call
Sept 25, 2018

Cintas CFO
Q3 2019

Earnings Call
March 21, 2019

“One important area in which fiscal '19 will differ from fiscal '18 is in capital allocation. With $600 million of acquisition
debt repaid and our leverage target achieved, we returned to our historical priorities for deployment of cash, which our
CapEx, acquisitions, dividend payments and share repurchases.”

“Yeah. | would say the capital allocation is similar to a pre-G&K acquisition philosophy and that is we want to grow
organically and we are going to invest in the business in the way that that we need to in order to continue to grow. That
means CapEx will be important for us both in adding plant capacity, adding route capacity and other system
investments...We love tuck-in acquisitions and acquisitions that are in our current businesses. And so, we will continue to
look for those kinds of opportunities...We have raised our dividend for every year since we went public. | would expect
that we will evaluate then that and that's very important to us. And then, if we have additional cash and we have an
opportunity to be opportunistic with that cash, we will execute on the buyback program.”

“Our CapEx, | would expect to continue, kind of, in that 4% to 4.5% range and that's very important to us. Aside from
that, we certainly love the tuck-in acquisitions and we'll continue to look for opportunities there as best we can in our
rental First Aid and Fire businesses. And then there may be a buyback opportunity. And as we've shown so far this fiscal
year where we've acquired almost $550 million through our first three quarters, we like that program, we like the
momentum of the business and | would expect that we'll continue to look at that opportunistically.”
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For Q4’19 Cintas explicitly guided to no repurchases, yet conducted its biggest buyback in Q4’19. Cintas originally

guided to $7.00 - $7.15 of EPS from continuing operations (ex: items) in FY 2019, and kept raising guidance all year

to end at $7.60. However, we believe financial and accounting gamesmanship accounted for more than the earnings
beat for the year management proclaimed was a “very successful year”.

Progression of FY 2019 Guidance by Quarter

Continuing EPS (ex items) $7.00-$7.15 $7.19-$7.29¢  $7.30-$7.38 §  $7.42-5748 % - $7.60
Tax Rate 21.7% 21.7% 21.7% 206% - 19.9%
Capex Guidance $290 - $320 $275-$300 | $270-5285 | $270-$285 - -
Actual Capex - $64.5 $73.1 $70.2 $68.9 $276.7
Acquisitions == S7.6 (51.0) S0.8 S2.4 $9.8
Dividend - $0.0 $0.0 $220.7 $0.0 $220.7

Share Repurchases — $139.5 $368.7 $99.9 - $1,016.3

1) In Q3’19, Cintas issued guidance assuming no future share repurchases. Yet, it's largest repurchase came in the following quarter
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When Asked About Share Buybacks,
Management Gave A Ridiculous Response

Analyst Shlomo

Q1 2020
Earnings Call

Cintas CFO
Response To
Question About Its
Buyback Strategy

Q1 2020
Earnings Call

“Usually when companies don't buyback stock and their leverage is below the level that the --
consider a target level there is usually something that is a potential out there, is that an unfair
assumption for us to make that there might be something in the near to intermediate term?”

“We've always looked at that buyback as we've executed as an opportunistic program. And if you go
back over the course of the last 10 years, we are not consistent from quarter-to-quarter and that's
by design. We kind of look at a bunch of different things. We look at the performance of the business,
the investment needs of the business. We look at M&A opportunities on the horizon. We look at things
like upcoming dividends and we have a consistent history of not being consistent in the way that we
execute on that buyback program. And I'm not sure I look into anything more than that.”
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We estimate that, at best, EPS would have been flat or modestly down without Cintas’ crafty financial and accounting
gamesmanship that involved lowering its tax rate, redirecting capital towards share repurchases despite repeatedly
saying it was the lowest capital priority, and lowering amortization expense for G&K service contracts.

$ in mm Initial FY 2019 Actual
Guidance FY 2019

On the surface, management beat its initial guidance

Continuing EPS (ex items) $7.00 - $7.15 $7.60 by 7% at the midpoint
: ) Cintas cut its tax guidance from 21.7% to
Less: Tax Rate Benefit (50.18) 19.9% actual
Cintas talked down repurchases all year, only to
Less: Net Benefit From ($0.23) spend S1bn to retire 5.1m shares. Initial share count
S1bn Share Repurchase ’ guidance was 114m. We assume interest 1% would

have been earned on cash absent repurchases

Less: Incremental Amortization Expense (50.20) i M focoKrsc;r;:f:igr;:(;;:zatlon expense

We estimate that, at best, EPS would have been

Spruce Point Pro Forma Adjusted EPS $6.99 flat or modestly down without Cintas’ crafty
financial and accounting gamesmanship
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Numerous Governance Shortfalls For An
 CAPITAL MANAGEMENT //S&P 500 Ca/lber// Company

SPRUCE PoINT

Institutional investors should demand greater governance standards from Cintas Corp.

Chairman And CEO Roles Not Separated

= Best practices dictate the separation of Chairman and CEO roles, but Cintas has repeatedly rebuffed this claiming that
Farmer provides invaluable leadership and direction for the success of the Company

Yet, Spruce Point sees no evidence management has been held accountable for Cintas’ weakening financial profile with
the acquisition of G&K. Instead, the Board granted a special bonus to executives claiming it was a successful deal, and
management has been receiving double digit salary increases. Furthermore, the compensation committee appears
willing to grant management bonuses purely for income generated by implementing accounting policy changes

= The CEO is the brother-in-law of Director Coletti and directs business to Coletti’s law firm

= Newly appointed audit Director Carnhan is a long-time former employee of Cintas, and sits on the Board of another audit
Director’s company, and is likely paid

Pledging of Stock Allowed By Executives

= Both CEO Farmer, and Director Coletti’'s spouse (a relative of Farmer), have been allowed to pledge stock, which is
typically frowned upon among better governed companies

Connections Between Management And 50 Year Auditor Relationship

» EQ&Y has been Cintas’ auditor for 50 years. Investors should demand the appointment of a new auditor to take a fresh
inspection of its books and records. Cintas audit engagement partner also audited Papa John’s. Subsequent to his
departure, Papa John’s new auditor disclosed a “material weakness of financial controls” warning

‘ Questionable Business Links And Relationships Between Directors Compromise Objectivity

» Both Cintas’ CFO and Treasurer worked at E&Y, which could compromise the objectivity and independence required
between client and auditor
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Spruce Point is concerned with the closeness of Cintas with its auditor E&Y. The relationship dates back over 50 years, and
both the current CFO and Treasurer worked there. It’s time for a new auditor and a fresh look at Cintas’ books.

E&Y Lauds Founder Farmer With An Award

Farmer was inducted into the Greater Cincinnati Business Hall of Fame in 1996, named Ernst & Young's Entrepreneur
of the Year in 1995, and honored by the Cincinnati USA Regiconal chamber in 2010 as one of the Great Living
Cincinnatians. He is the recipient of Doctor of Laws degrees from Miami University and Xavier University, CEO of the
Year awards from Financial World magazine in 1994 and 1995, and the 1992 Executive of the Year Award from Sales
and Marketing Executives Cincinnati. In 1999, United Way of Greater Cincinnati thanked Farmer for his steady
friendship by presenting him with its Alexis de Tocqueville Society Award.

Source: Miami Ohio

E&Y As Auditor for More Than 50 Years

Cintas CFO Worked At E&Y

/s ERNST & YOUNG LLP

We have served as the Company’s auditor since 1968

Cincinnati, Ohio
July 26, 2019

Source: Cintas 10-K

J. MICHAEL HANSEN

Mike Hansen joined Cintas in October, 1995, as Treasury Manager, after previous positions with
Ernst & Young and Rockwell International. Mike has served Cintas in manm
Aid Controller, Global Accounts Controller in Chicago, General Manager of the Cincinnati Fire
Location, Corporate Controller and Vice President and Treasurer. Mike was promoted to Vice
President — Finance and Chief Financial Officer on February 1, 2015, responsible for the
company's accounting and finance functions. Mike was promoted again to Executive Vice
President and Chief Financial Officer in July 2018.

Source: Cintas Biography on website

Cintas VP / Treasurer Also From E&Y

Adler joined Cintas in 1997 as a Corporate Development Analyst, and has also
held the roles of National Accounts Controller, Global Supply Chain Controller,
Rental Division Controller and most recently Corporate Controller.

Adler is a 1993 graduate of the University of Dayton and began his career at

Ernst & Young in Cincinnati.

Cintas Press Release
Note: His website biography omits his role at E&Y
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Cintas’ audit engagement partner at Ernst & Young is Craig Andrew Marshall. Mr. Marshall is also the audit engagement
partner at Papa John’s International (Nasdaq: PZZA).(Y Papa John’s dismissed E&Y in 2018. Since hiring KPMG, Papa John
started to disclose material weaknesses of financial control over financial reporting. Papa John’s has since dismissed KPMG

and re-hired E&Y.2

Papa John’s Dismisses E&Y, Hires KPMG

Change in our Certifying Accountant for 2018

The Audit Committee of the Board of Directors has selected KPMG as the Company’s
independent auditors, to audit the consolidated financial statements of the Company
for the fiscal year ending December 30, 2018. Ernst & Young has audited the
Company’s consolidated financial statements since 1990, including the fiscal years
ended December 31, 2017 and December 25, 2016.

Source: Papa John Proxy — March 2018

Material Weakness Issue Escalates Under KPMG With
An Amended 10-K Filing

Papa John’s Notes A Material Weakness Under KPMG

(c) Changes in Internal Control over Financial Reporting

During the quarter ended December 30. 2018, management remediated an identified
material weakness in internal control over financial reporting related to the review of
manual journal entries. No misstatement arose as a result of this deficiency. For the
vear ended December 30, 2018, management remediated the material weakness by
adding controls over the review and approval of manual journal entries. The
Company will continue to monitor these new controls and implement additional
enhancements in 2019.

Source: Papa John 10-K — Feb 2019

1) PCAOB record for Craig Andrew Marshall
2) KPMG dismissed, E&Y rehired 8-K

Papa John's International, Inc. (the “Company™) is filing this Amendment No. 1 on
Form 10-K/A (this “Amendment™) to its Annual Report on Form 10-K for the fiscal
year ended December 30, 2018, originally filed with the Securities and Exchange
Commission (“SEC™) on March 8. 2019 (the “Original Filing™) to amend Item 8 of
Part II, "Financial Statements and Supplementary Data" and Item 9A of Part II,
“Controls and Procedures,” related to (1) our conclusions regarding the effectiveness
of our disclosure controls and procedures and internal control owver financial
reporting and (2) KPMG LLP’s related opinion on management’s assessment of our
internal control over financial reporting. We are also filing as exhibits currently dated
certifications by our Chief Executive Officer and Chief Financial Officer and an
updated Consents of Independent Registered Public Accounting Firms. For the
convenience of the reader, this Amendment sets forth the Original Filing in its
entirety, as amended to reflect these changes. No attempt has been made in this
Amendment to update other disclosures presented in the Original Filing.

Subsequent to the Original Filing, the Company’s management re-evaluated the
effectiveness of our internal control over financial reporting and determined that our
internal control over financial reporting was not effective as of December 30, 2018
due to the identification of material weaknesses in our internal control over financial
reporting relating to the consolidation of a wvariable interest entity (“VIE™), as
described below. The relevant accounting literature governing VIEs is highly
complex and requires the exercise of significant judgment in determining whether an
entity is a VIE and whether that VIE should be consolidated. This evaluation
included consideration of an error related to our VIE consolidation accounting for the
Papa John's Marketing Fund, Inc (“PTMF™), which had not been consolidated since
its inception in 1991, as historically disclosed in the notes to the Company’s
consolidated financial statements. The Company has determined that it is appropriate
to consolidate PIMF in its consolidated financial statements. As a result of these
material weaknesses, we have restated our report on internal control over financial
reporting from the Original Filing, and we have also concluded that our disclosure
controls and procedures were not effective as of December 30, 2018. See Item 9A of
Part II, “Controls and Procedures.”

Source: Papa John 10-K/A May 2019
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Cintas’ annual incentive plan is based on sales and EPS growth, along with non-financial goals. In 2019, 41.75% of

CEO Farmer’s bonus was tied to EPS performance while for most other executives, it accounted for 50% of the bonus.

Cintas conveniently achieved almost the maximum EPS target within one penny, and claims its $7.60 EPS took into
consideration various one-time items. We will demonstrate why we believe this to be inaccurate.

The Grants of Plan-Based Awards for Fiscal 2019 table outlines estimated possible payouts under this non-equity incentive
plan award. Based on Cintas' EPS and sales growth for fiscal 2019, Mr. Farmer and Mr. Schneider earned an annual cash
incentive payout of 51,726,322 and 5934,552, respectively. The fiscal 2019 Cintas EPS used in the incentive plan calculations
was $7.60. This EPS figure differs from the Company's reported diluted EPS from continuing operations because it takes

into consideration various one-time, extraordinary financial impacts that occurred during the fiscal year, which consisted

of acquisition-related integration expenses and a gain on the sale of an equity method investment.

The potential annual cash incentive payout percentage multiplier for each component of Mr. Farmer's and Mr.
Schneider's target annual cash incentive is provided in the following tables (for each participating named executive
officer, annual cash incentive payouts are interpolated on a straight-line basis for achievement between the levels

of achievement established for all components of the annual cash incentives):
Annual
EPS Cash Incentive
EPS Component Level of Achievement Goals Payout
Below Threshold <§6.81 0%
Threshold $6.81 25%
Target $7.14 100%
[Maximum §7.61 200% |

Source: 2019

Proxy Statement, p. 46

Twelve Months Ended

May 31, May 31, Growth vs.
2019 2018 FY 2018
EPS - continuing operations $ 797 % 7.03
G&K integration expenses 0.10 0.26
One-time cash payment to employees — 0.24
Non-recurring gain on sale of investment (0.47) —
One-time deferred tax benefit of Tax Act — (1.59)
EPS excluding above items I $ 7.60 I $ 594 27.9%

Scott D. Farmer, Cintas' Chairman and Chief Executive Officer, stated, "We are pleased with these fourth quarter
financial results which conclude a very successful year. For the ninth consecutive year, our organic revenue growth
was in the mid- to high- single diqits and EPS arew double digits when adjusted for one-time and special items.
Additionally, our strong cash flow and balance sheet enabled us to deploy cash to increase shareholder value. In
fiscal 2019 we paid an annual dividend of $220.8 million that increased 26.5% over the prior year, and we
purchased 4.8 million shares of company stock in a total amount of $953.4 million."

Source: Fiscal Year 2019 results press release
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(=N

Bonuses

In FY 2019, Cintas adopted a new revenue recognition method that boosted pre-tax income by $22.3m and Diluted EPS
by $0.15 cents. Why wasn’t this considered a “one-time” or “extraordinary” boost to income?

Fiscal year ended May 31, 2019

Consolidated Statement of Income As Under Historical Impact of Adopting
(In thousands) Reported Guidance ASU 2014-09
Revenue:

Uniform rental and facility services $ 5,552,430 $ 5 557 056 (4.626)

Other 1,339,873 1,337,954 1,919

Total revenue 6,892,303 6,895,010 (2,707)
Costs and expenses:

Cost of other 736,116 735,703 413

Selling and administrative expenses 1,980,644 2,006,134 (25.490)
Operating income 1,133,534 1,111,164 22,370
Income before income taxes 1,102,399 1,080,029 22,370
Income taxes 219,764 214,306 5,458
Income from continuing operations 882,635 865,723 16,912
Net income $ 884,981 5 868,069 16,912
Diluted earnings per share $ -9 & 7.84 0.15

Source: FY 2019 10-K p. 25
Twelve Months Ended
May 31, May 31, Growth vs. ,
2019 2018 FY 2018 Why Wasn’t The
EPS tinui ti 797 $ 7.03 = »0.15 Cents
- contunuing operations . . g
G&K int ti oo 0.10 0.26 Benefit From
Integration expenses . . 0
One timegcash a ;ent to employees 0.24 ASU Adoption
) ] — ' Called Out As A

Non-recurring gain on sale of investment (0.47) — Driver of EPS
One-time deferred tax benefit of Tax Act — (1.59) Growth?
EPS excluding above items 760 $ 594 27.9% ’

Source: FY 2019 Cintas earnings release

57


https://www.sec.gov/Archives/edgar/data/723254/000072325419000017/ex997-19.htm
https://www.sec.gov/Archives/edgar/data/723254/000072325419000021/ctas531201910k.htm

For Deals

SPRUCE PoOINT

‘47& CAPITAL MANAGEMENT

In light of all our concerns about Cintas overpaying for G&K, increasing the financial stress to the overall pro-forma
company, and management using aggressive measure to manage Wall Street expectations in a way to make itself look

like business is improving, we find it absurd that Cintas claimed the deal was a “success
Cintas paid special cash bonuses to management for what Spruce Point believes is a terrible deal.

F At the discretion of the Compensation Committee, bonuses can be paid outside the Management Incentive
Plan, typically to reward exceptional outcomes and successes in extraordinary business situations. In fiscal

2018, as a result of their significant involvement and success with the fiscal 2017 acquisition of G&K, Mr.
Hansen and Mr. Frooman each received a discretionary cash bonus of $132,500. The Compensation
Committee arrived at $132,500 by considering the extra effort, time commitment and individual expertise
that was required of Mr. Hansen and Mr. Frooman to successfully close the transaction, which led to

additional revenues and profits for the Company.

Source: Proxy p. 19
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Cintas patriarch Richard Farmer retired from the Board in August 2018, while COO and 22 year veteran J. Phillip
Holloman also left Cintas. In light of our belief that the core business is struggling, it would appear to be a natural time
for each person to coast into retirement.

June 15, 2018 04:00 PM Eastern Daylight Time

CINCINNATI--(BUSINESS WIRE)--Cintas Corporation (NASDAQ: CTAS) today announced that J. Phillip Holloman has informed the
company of his intention to retire as President and Chief Operating Officer effective July 31, 2018.

Mr. Holloman has been with Cintas for 22 years and has held many positions
including Vice President of Engineering/Construction, Vice President of
Distribution/Production Planning, Executive Champion of Six Sigma Initiatives,

“I thank Phillip for the tremendous
First The contributions he has made during his many

COO Retires years _wlth St Those _Of He Who e Senior Vice President of Global Supply Chain Management, Rental Division
th.e prlvlllege it LU knowlthat President & COO and President & COO. Mr. Holloman is a founding member of
Cintas is a better company because of him Cintas’ Diversity Committee and also received the Excalibur Award, the
and he will be missed" company’s highest award reserved for business executives who demonstrate

excellence during their tenure.

W Tweet this

Source: Company Press Release

August 03, 2018 08:30 AM Eastern Daylight Time

CINCINNATI--(BUSINESS WIRE)--Cintas Corporation (NASDAQ: CTAS)
And Then Chairman today announced that Richard T. Farmer has informed the company’s

Farmer Steps Back . ) . ) ,
From The Board board of directors that he will not seek re-election to Cintas’ board. Mr.

Farmer will retain the chairman emeritus title but will not take part in board

meetings or other activities after October 30, 2018.

Source: Company Press Release
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In light of our belief Cintas is experiencing operational and financial stress, we find it interesting that former Treasurer
Karen Carnahan just joined the Board, and notably the Audit Committee. She is claimed to be an “independent
director”, and while technically having been removed from Cintas for three years this may be true, we are concerned
that she has been affiliated with Cintas for 30 years. Furthermore, Ms. Carnahan was just appointed on May 15, 2019 as
a Trustee of Touchstone Investments (a member of Western & Southern Financial). Cintas other audit director John F.

Barrett is the CEO of Western & Southern. Touchstone Trustees typically earn $128k - $152k per year.(!)
Could this impair her judgement to act independently?

Karen L. Carnahan®" Karen L. Carnahan was appointed a Director of Cintas in fiscal 2020 and is recommended as a
65 Director nominee by the Nominating and Corporate Governance Committee. Ms. Carnahan
was recommended to the Nominating and Corporate Governance Committee by Mr. Scott D.

Farmer, our Chief Executive Officer. Ms. Carnahan was an employee-partner of Cintas for more
than 30 vears, where she served at an executive level for more than 20 years, including the
roles of Vice President and Treasurer, Vice President of Corporate Development and Presiden
and Chief Operating Officer of Cintas' document management division. In , Ms. Carnahan
In Our Opinion, joined §ﬁreE§-|t International Inc. (Shred-it) as chier operating officer when Cintas' document

Ms. Carnahan Is Not management business merged with Shred-it, from which she then retired in 2015. Ms.

. Carnahan is on the Board of Trustees of Touchstone Investments (a_ member of Western &
Entirely Independent Southern Financial Group) and is a member of the Board of Directors of the Bjlis & Girls Club
of West Chester/Liberty. In addition, Ms. Carnahan has received several pr@igious awards
including being named a Woman of Excellence by the West Chester, Ohio Ch@ber Alliance in
2007, a Greater Cincinnati YWCA Career Woman of Achievement in 2009 receiving the
Ohio Diversity Council's Glass Ceiling Award in 2013. The Board believes thaij@ls. Carnahan's
understanding of Cintas through her many years as a frusted employee-partr@ at Cintas, her
status as an independent director and the fact that she is an "audit committe ancial expert"
under SEC guidelines, makes her service on the Board beneficial to Cintas.

John F. Barrett™® John F. Barrett was elected a Director of Cintas in 2012. Mr. Barrett is the Chairman

70 President and Chief Executive Officer of Western m
Is Ms. Carnahan Likely Cincinnati-based diversiied family of financial services companies. He has peen Chief
Executive Officer since 1994. He served as a director of Convergys Corporation from 1998
To Rock the Boat On to 2016, The Fifth Third Bancorp and its subsidiary, The Fifth Third Bank, from 1988 to
The Audit Committee If 2009, The Andersons, Inc. from 1992 to 2008 and Cincinnati Bell Inc. from 1992 to 1998
She’s Being Paid By The Board believes that Mr. Barrett's principal executive officer experience and service as
Mr. Barrett’s Company? a director of other publicly-traded companies, which have provided him with a deep
understanding of business matters, his broad financial acumen and his status as an

independent director, makes his service on the Board valuable to Cintas.

1) Touchstone Form N-1A
Source: Company Press Release and proxy statement
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gt b
(i) '

Seruce Porvr 4 Audit Charter Changes Made

Cintas has reported making “minor changes” to its Audit Committee Charter in early 2019, yet has not updated the
document on its website. However, all other committee charter documents have been updated. Shareholders should
not be kept in the dark as to what these changes were.

(i) reviewed and monitored the progress and results of the testing of internal
control over financial reporting pursuant to Section 404 of SOX, reviewed a
report from management and internal audit regarding the design, operation and
effectiveness of internal control over financial reporting and reviewed an
attestation report from the independent registered public accounting firm
regarding the effectiveness of internal control over financial reporting; and

Cintas Made Changes
To Its Audit
Committee Charter,
But Investors Cannot

Evaluate What () examined the Audit Committee Charter to determine compliance by Cintas and
Changes Were Made the Audit Committee with its provisions and to determine whether any revisions
to the Charter were advisable. The Cintas Audit Committee Charter was

approved at _the January 9. 2019 Audit Committee Meeting. Only _minor
changes to the Charter were required.

7. COMMITTEE MEMBER DEVELOPMENT AND PERFORMANCE REVIEW

(1) The Chair shall coordinate orientation and continuing director development programs
relating to this Charter for Audit Committee members.

Cintas Still Has It’s (2) At least annually, the Audit Committee shall evaluate and review the performance of

Old Audit Charter On the Audit Committee and the adequacy of this Charter. This review will be

Its Website undertaken in consultation with the Nominating and Corporate Governance
Committee of the Board.

8. CURRENCY OF THE AUDIT COMMITTEE CHARTER

i dricr Wd C=
Board on January 9, 2018.

Source: Proxy Statement and Audit Committee Charter
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Cramer Hype Machine

Source: Cintas investor relations website
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Cintas’ share price appears to be fully valued with limited upside at the current level. There are more downside risks
than appreciated by the investment community, including growing financial strain and fraudulent business practices
giving rise to greater competitive threats in fire inspection.

Analyst Recommendation Price Target

JP Morgan Overweight
RBC Outperform
Stifel Hold

Morgan Stanley Underweight/In-Line

1) Downside based on $259 per share. Source: Bloomberg
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There appears to be a consensus among independent analysts that are not compensated by Cintas, that its
shares are overvalued. Yet, we don’t believe any analysts have conducted an extensive forensic analysis of
Cintas earnings quality, or its fraudulent business practice in fire inspection, to assess tail risks.

Analysis s~ (Cintas Firing on All Cylinders, but Shares Look
Cintas: An Expensive Representation Of The chh

Magical Reoccurring Revenue Model
@ Joseph Kowaleski « Mon, Oct. 28 » 1 Comment

Matthew Young
Though Cintas Had A Good Q4 Earnings Call, Equity Analyst
I'm Not Convinced Completely On Its Future

@ Andrew Sather « Tue, Jul. 23 « 5 Comments Business Strategy and Outlook | by Matthew Young Updated Oct 02, 2019

Cintas is the largest provider in the route-based uniform solutions industry, with a

Cintas: A 10-Year, Full-Cycle Analysis market share in the ballpark of 35%, and its immense distribution network bestows
@ Cory Cramer - Thu, May 16 - 2 Comments industry-leading efficiency and top-tier operating margins. Cintas' performance is
Cintas Fails To Make It To My Watchlist Sourcs: Secking Aloha

@ Dilantha De Silva * Mon, Mar. 25 « 1 Comment

Cintas: Another Cheap Stock
@ ChartMasterPro » Dec. 15, 2018 » 1 Comment

Cintas: Great Company, Expensive Stock

@ Strubel Investment Management » Nov. 7, 2018
+ 2 Comments

@ @ » 9 & O

Source: Seeking Alpha
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We’ve reviewed comparable acquisitions in the uniform rental and services space. Transaction multiples
suggest businesses in this sector should be valued at approximately 1.8x and 9.5x sales and EBITDA.

$ in millions
Deal Est. EBITDA EV/ EV/

March 2002 Cintas omni et Szl @e 21 $660 $320
based in Virginia

$57 / 18% 2.0x 11.6x

European leader in rental
Oct 2007 Eurazeo Elis and cleaning of textile and $3,148 $1,420 S456 / 32% 2.2x 7.0x
hygiene services

Provides textile rental and
May 2008 Clothesline  AngelicaCorp  linen management services $297 $452 $47 [/ 11% 0.7x 6.3x
to U.S. healthcare clients

Service-focused provider of

Aug 2016 Cintas S8 ?f)r VI€®S " branded uniform and facility ~ $2,100 $960 $169 / 18% 2.2x 12.5x
services programs
Sept 2016 U | A e | D LS S $122 $60 NA 1.9x NA
facility services

June 2017 Elis R OENIEE G e s | 68 205 $1,436 $436 / 30% 2.3x 7.6%

Group (UK)

. Uniform and linen rental and
AmeriPride .
oD (o) . .

Oct 2017 Aramark 2) supply company in the U.S $850 $600 $71/12% 1.4x 12.0X

and Canada

Source: Deal Announcements

1) G&K multiple based on 2017E figure from deal proxy

2) EV adjusted for $150m transaction tax benefit 66
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'Comparab/e Acquisitions In
RN The First Aid And Safety Space

Selected Search Criteria Matches
101) Country : Include : United States, Apply to Target or Seller..| 321535 &
102 Sector/Industry : Include : Protection-Safety, Apply to Tar.. 651 &
103 Deal Size = (50, 100000000) Min 60

Ol Target Multiples v v

Net Income - 46,08
Free Cashflow - 3625
Income B/F X0 - I 31.28
Met Income + Depreciation - :

EBIT
Cashflow from Ops.
EBITDA
Book Value |

Deal Multiple (Revenue)

Stockholder Eqty
Market Cap
Total Assets

Revenue {7 1.

Enterprise Value

1.00B 2.00B 3.00B 4.00B 5.00B 6.00B ! 8.008

Deal Size

Source: Bloomberg
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Ares Capital Management acquired Convergint Technologies in Feb 2018, a company that designs, installs, and
services integrated building systems, including electronic security, fire alarm, and life safety systems.(!-2) During the
course of our research, Convergint was consistently mentioned as a credible competitor to Cintas. Terms of the
transaction were undisclosed, but based on a credit report, we see that Convergint was acquired for $1.62bn and was
expected to grow organically by double digits to $950m in revenue with ‘low double digit EBITDA margins”, implying
the business was valued at approximately 1.7x projected revenues and 15x EBITDA.

New York, January 22, 2018 -- Moody's Investors Service ("Moody's") has assigned ratings to Gopher Sub Inc. (dba "Convergint"), including
a B3 Corporate Family Rating ("CFR"), a B3-PD Probability of Default Rating, and respective B2 and CaaZ2 instrument ratings on the
security-systems integrator's new first- and second-lien credit facilities. Nearly $750 million in secured debt proceeds, plus a substantial
equity contribution from Ares Management ("Ares"), will help fund Ares's $1.62 billion acquisition of Convergint from another private equity
owner. Upon closing of the transaction, certain subsidiaries of the Gopher Sub Inc. entity will merge or "collapse" into one another. After that
consolidation, the surviving entity, the borrower, will be called DG Investment Intermediate Holdings 2, Inc. ("DG2"), while the company will
continue doing business as Convergint. The rating outlook is stable.

-diqi i rating, it has been a function of a very active acquisition program aimed at small,
fast-growth targets, and Moody's believes the company's having to operate under very high financial leverage may exacerbate the normal
stresses that integrations pose. The company has modest. very-low-double-digit-percentage EBITDA margins, but Moody's expects it can
generate free cash flow of nearly $40 million in 2018, or in the low- to mid-single-digits as a percentage of debt, about average for the B3
ratings category. Moody's believes, however, that incremental expenses associated with acquisition integrations will prevent debt-to-EBITDA
leverage from declining quickly, and we expect the measure to hover near 7.0 times through 2019.

Gopher Sub Inc. (dba "Convergint") is a service-based organization that designs, installs, and maintains building systems, with a focus in the
areas of security systems, and with ancillary services in fire alarm/notification and life safety. The corporate entity was formed to facilitate
Ares Management's early 2018 acquisition of Convergint from another private equity sponsor. Moody's expects the company to generate
2018 revenues of more than $950 million.

Source: Moodys

1. Ares Management to Acquire Convergint Technologies
2. Convergint Fire Alarm and Life Safety Business
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Valuation of other commercial service and public safety companies suggests that Cintas is materially overvalued.
Investors receive neither above market sales, earnings growth, or a dividend for Cintas’ valuation premium.

$ in mm, except per share figures

Stock Adj 2019E '19E-'20E Enterprise Value
Price Ent. Gross Sales EPS P/E EBITDA Sales Price/ Net Debt Dividend
Name (Ticker) 11/12/2019 Value Margin  Growth Growth 2019E 2020E 2019E 2020E 2019E 2020E Book 19E EBITDA Yield
Aramark (ARMK) $47.46 $18,963 11.0% 2.5% 11.4% 20.6x  18.5x 11.9x  11.1x 1.2x 1.1x 3.6x 4.5x 1.0%
ServiceMaster (SERV) $34.35 $6,115 44.1% 7.3% 8.3% 25.8x  23.9x 14.6x  13.8x 2.9x 2.7x 2.0x 3.4x NA
MSA Safety (MSA) $125.14 $5,213 45.7% 4.7% 8.2% 25.7x  23.7x 17.6x  16.3x 3.7x 3.5x 6.9x 1.0x 1.3%
Emcor Group (EME) $90.00 $5,417 14.8% 6.0% 5.3% 15.8x  15.0x 9.9x 9.5x 0.6x 0.6x 2.7x 0.6x 0.4%
Unifirst Corp (UNF) $209.60 $3,630 37.8% 3.7% 5.2% 26.1x  24.8x 11.8x  11.3x 1.9x 1.9x 2.4x -1.2x 0.5%
ABM Industries (ABM) $38.28 $3,413 10.9% 2.1% 5.2% 18.1x  17.2x 10.0x 9.9x 0.5x 0.5x 1.7x 2.5x 1.9%
Healthcare Services (HCSG) $25.14 $1,774 12.8% -0.4% 12.0%  23.5x  21.0x 16.0x  14.5x 1.0x 1.0x 4.1x -0.9x 3.2%
Max 45.7% 7.3% 12.0% 26.1x  24.8x 17.6x  16.3x 3.7x 3.5x 6.9x 4.5x 3.2%
Average 25.3% 3.7% 7.9% 22.2x  20.6x 13.1x  12.3x 1.7x 1.6x 3.4x 1.4x 1.4%
Min 10.9% -0.4% 5.2% 15.8x  15.0x 9.9x 9.5x 0.5x 0.5x 1.7x -1.2x 0.4%
Cintas (CTAS) $258.41 $30,653 33.6% 5.9% 10.6% 31.8x  28.6x 19.5x  18.0x 43x  4.1x 9.1x 1.8x 1.0%

Source: Company financials, Bloomberg consensus estimates
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In light of irrefutable evidence that Cintas is breaking the law an endangering lives with shoddy fire inspection services,
and financial stress rising, it makes absolutely no sense why the business valuation has increased to all-time highs.

EV / NTM Sales Price / NTM EBITDA Price / NTM EPS

5.0x
20.0x 30.0x
4.5x
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12.0x \/
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S 16.0x
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Source: Bloomberg
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. 8. CAPITAL MANAGEMENT

Sell-side analysts fail to carefully evaluate the nuances between Cintas’ various businesses. Notably, as we’ve
demonstrated, the Fire Safety and Inspection business has a very different growth and risk profile. Given that this

business has demonstrated to be conducting fraudulent inspections, and new competitors are circling to displace
Cintas, we believe it should be valued lower than other businesses.

Analysts Don’t Take A Nuanced Approach To Valuing The Various Businesses
Lines, And Instead Place A Blanket Multiple On Each Business

Analysts Fail To Call Out Fraudulent Business
Practices, Greater Oil Industry Exposure, As Risks

Target/Upside/Downside Scenarios

Price target/base case

Qur $275 price target applies a ~28.5x P/E multiple on our
FY21 adj. EPS estimate of $9.65, a 5-10% premium to its 5-yr
average. Our base case assumes FY20E/21E revenue growth
of 6.1%/6.3% and 70bps/30bps of gross margin expansion in
FY20E and FY21E.

Upside scenario

Qur upside scenario could result in FY21 EPS in the mid-$10
range. Applying a slightly higher multiple than our base case
could therefore translate to an incremental $32 of upside to
our current $275 price target, or a $307 price scenario. This
scenario includes FY20/21 revenue growth of 7.6%/8.0% and
higher incrementals on better operating leverage.

Downside scenario

Our downside scenario could result in FY21 EPS in the low/
mid-58 range. Assuming a lower multiple of ~25x could
therefore translate to an incremental 561 of downside to
our current $275 price target, or a $214 price scenario.
This scenario includes slower FY20/21 revenue growth of
5.0%/4.8% with some margin pressure.

Source: RBC and JP Morgan Research

Valuation

During the last economic expansion (2002-07), we observed CTAS's forward PE
multiple trending downward from a peak of 38z m 2002 to a low of 14z m 2007.
The median P/E from 2002 to 2007 was 23x. The multiple compressicn that began in
2002 reflects the transihon of Cintas and the uniform services sector from a peried of
hypergrowth during the 1990z to having more “normalized” growth characteristics.
Interestingly, the current expansion has seen the opposite dynamic, with CTAS s PE
nising during the period alongzide the company’s lift in orgamic revemue growth.
Since hitting a low of 9% P/E in March 2009, the median P'E (2009 - present) for
CTAS shares has been 21x. More recently, CTAS s P/E has moved from mid 205 to
high 20z starting in 2013; after 2 bump down in late 2018, the multiple has fully
rebounded this vear, and the stock now trades at 28x our NTM EPS estimate.

CTAS stock has performed admirably over time and recently (+30% YTD versus
S&P +19%) due to ifs best-in-class orgame constant currency revemue growth and
margins. While the company reports EPS from contmung ops, we believe that a non-
GAAP adjusted EPS figure (adding back our estimates for M& A amortization and
one-time GK acquisition costs) is a more appropriate methodology when valuing the
company.

We are rzising our Dec 2020 price target to 5233 (previously $273; 12% upside)
bazed on 27x our CY2021 adjusted EPS estimate. This target implies an
EVEBITDA multiple of 18z We think this valuation approach appropriately reflects
the momentum in the business, Cintas’s best-in-class growth/meargins, and the
company’s consistent cash flow generation qualities, while also balancing some
legitimate concems around CTASs cyclicality.

Risks to Rating and Price Target
Cyclical exposure
Uniform rental companies like Cintaz are more eyvclical than some of the other

zeTvices companies we cover and are sensitive to changes in macroeconomic factors
zuch as GDP growth and emplovment.

FPotential impact from trade war'tarifis is yet to be determined

The direct impact to CTAS"s cost base from tariffs is likely minimal, but the indirect
mmpact from higher costs for CTAS s vendors (e_z., fabric mills, garment
manufacturers) and CTAS s customers 13 challenging to estimate now.

SAF system implementation

Cintaz iz converting its software platforms to an SAP-based ERP system. The
mmplementation has alreadv—and will continue to—run across multiple vears (F2017
through F2020) and bears execution risk. Morecver, the investment is expensive
(=$100mln) while cost structure benefits will not be realized until F2021 and bevond.

Risks to our thesis: 1) Hiccups related to G&K acquisition
as integration efforts continue; 2) incremental cost pressures
(wages, energy, hangers); 3) ERP rollout hiccups 4) elevated
valuation; 5) slowing U.S. economy.
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$ in mm, except per share figures
Fire Protection Services

Fire Protection Services Sales Multiple 1.0x 1.5x = Above market organic revenue slows to 8-
Estimated Sales $434 $446 10% from 12% as private equity backed
Implied Enterprise Value (A) $434 $669 regional platforms take share and price
concessions intensify
Uniform Rental and Facilities 1.5x 2.0x = Fraudulent activity of having unlicensed
Est. Uniform Rental and Facilities Sales $321 $327 inspectors weighs on reputation
Est. Uniform Direct Sales $5,830 $5,886 = Key competitor Convergint just acquired for
Total Revenues $6,151 $6,213 1.7x projected sales. Cintas should trade at a
Implied Enterprise Value (B) $9,227 $12,426 discount
First Aid And Safety 1.0x 2.0x Uniform Rental And Facilities
Estimated Sales $681 $694 = Stable 5-6% organic growth in core rentals
Implied Enterprise Value (C) $682 $1,387 and 2-3% for uniform direct sales
= Acquisition multiples average 1.8x sales
Total Cintas Business Value (A+B+C) $10,342 $14,482 = Unifirst is the best public comp in the space,
and also trades at 1.8x sales
Less: Existing Debt (and Leases) ($3,032) ($3,032)
Plus: Cash and Equivalents (1) $41 $41 First Aid And Safety
Equity Value $7,351 $11,492 = 10-12% organic growth
2019E Diluted Shares 107.0 107.0 = Acquisition multiples suggest 1x-2x sales
Price Target $69/sh $107/sh
% Approximate Downside -75% -60%

1) Excludes restricted cash and applies a 15% repatriation tax to cash in foreign subsidiaries

Note: Cintas segment reporting shows no “intersegment” revenues or “corporate” SG&A expenses, which supports our view that a sum-of-the-parts valuation is justified
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