











The purchase price allocated to the net assets acquired,
based on their estimated fair values, was as follows:

2017 in 2017 in
SterUnq Canadian
£000's" £000's"
Cash consideration 33,910 57,610
Net assets acquired:
Cash working capital 492 836
Non-cash working capital, net 4,365 7,416
Property, plant & equipment 11,594 19,697
Leasehold inducements (219) (372)
Asset retirement obligations (316) (537)
Intangible assets 9,200 15,630
Deferred income tax liabilities (1,860) (3,160)
Goodwill 10,654 18,100
33,910 57,610

1 For the year ended December 31, 2017, $2,831 (in Sterling £1,654) in professional fees asso-
ciated with the acquisition has been included in Corporate expenses.

As part of the acquired working capital, the Corporation
received various accounts receivable which when valued at
fair value of $8,307 (in Sterling £4,898) were equivalent to
their exchange amounts.

Intangible assets acquired are made up of $4,247 (in
Sterling £2,500) for the brand, and $11,383 (in Sterling
£6,700) for the customer contracts along with related
relationships and customer lists. The goodwill is attribut-
able to the workforce, and the efficiencies and synergies
created between the existing business of the Corporation
and the acquired business. Goodwill will not be deductible
for tax purposes.

The acquired business contributed revenues of $4,728 (in
Sterling £2,761) and net loss of $2,881 (in Sterling £1,670)
to the group for the period from November 27, 2017 to
December 31, 2017.

If the acquisition had occurred on January 1, 2017, consol-
idated pro-forma revenue and net profit for the year ended
December 31, 2017 would have been $223,454 and $8,798
respectively. These amounts have been calculated using the
subsidiary’s results and adjusting them for:

Differences in the accounting policies between the group
and the subsidiary; and the additional depreciation and
amortization that would have been charged assuming the
fair value adjustments to property, plant and equipment
and intangible assets had applied from January 1, 2017,
together with the consequential tax effects.

Pro-forma net profit includes expenses which are not
expected to be recurring as part of normal operations,
which include transaction costs incurred in the sale of
Fishers' for $972 (in Sterling £568), and loss on disposal of
assets of $1,089 (in Sterling £636).

7) LINEN IN SERVICE

2018 2017
Balance, beginning of year 21,456 11,511
Acquisition of business - 7,234
Additions 31,393 21,718
Amortization charge (26,699) (18,998)
Effect of movement 221 (9)
in exchange rates
Balance, end of year 26,371 21,456




8) PROPERTY, PLANT & EQUIPMENT

Laundry  Office Delivery Computer Leasehold  Spare
land Buildings  Equip” Equip  Equip Equip Improvements?  Parts Total

YEAR ENDED, DEC 31, 2017

Opening net book amount 2,454 17,265 69,617 304 250 377 22,428 563 113,258
Additions® - 20 36599 49 17 417 13,141 144 50,387
Acquisition of business® 1,571 3947 14177 - - - - - 19,695
Disposals - - (36) - - - - - (36)
Depreciation charge - (990)  (7,207) (108) (59) (423) (2,819) - (11,606)
Effect of movement in exchange rates (2) (7) (21) - - - - - (30)
Closing net book amount 4,023 20,235 113,129 245 208 N 32,750 707 171,668
AT DECEMBER 31, 2017

Cost 4,023 22,972 160,031 759 701 1,695 451603 707 36,051
Accumulated depreciation - (2,737)  (46,902)  (514) (493)  (1,324) (12,413) - (64,383)
Net book amount 4023 20235 113129 245 208 N 32,750 707 171,668
YEAR ENDED, DEC 31, 2018

Opening net book amount 4,023 20,235 113,129 245 208 3N 32,750 707 71,668
Additions® - 152 20,979 273 77 979 14,318 526 37,304
Acquisition of business!® - n2 - 138 81 - - 931
Disposals = = (310) = (23) = = (333)
Transfers - (257) - - - - 257 - -
Depreciation charge - (1,129) (10,654) (132) (76) (473) (3,407) - (15,871)
Effect of movement in exchange rates b 108 396 1 - - - - 549
Closing net book amount 4,007 19,109 124,252 387 32 958 43,918 1,233 194,248
AT DECEMBER 31, 2018

Cost 4,007 22980 179,727 975 872 2,755 59,679 1,233 72,288
Accumulated depreciation - (3,871) (b5,475)  (588) (548)  (1,797) (15,761) - (78,040)
Net book amount 4,007 19,109 124,252 387 32 958 43,918 1,233 194,248

1 Included in laundry equipment are assets under development in the amount of $1,582 (2017 - $23,625). These assets are not available for service and accordingly are not presently being depreciated.
2 Included in leasehold improvements are assets under development in the amount of $0 (2017 - $8,251). These assets are not available for service and accordingly are not presently being depreciated.
3 Total property, plant and equipment additions include amounts in accounts payable of $6,127 (2017 - $5,799).

4 Additions include amounts from the Canadian Division of $34,421 (2017-$50,387) and from the UK Division of $2,883 (2017 - $0).

5 Includes amounts related to property, plant and equipment assets of the acquired business which are included in the reportable segment for the UK division.

6 Includes amounts related to property, plant and equipment assets of the acquired business which are included in the reportable segment for the Canadian division.
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9) INTANGIBLE ASSETS

Healthcare Hospitality Computer

Relationships Relationships Software Brand Total
YEAR ENDED, DEC 31, 2017
Opening net book amount 2,507 634 - - 3,141
Acquisition of business " - 11,383 - 4,247 15,630
Amortization charge (1,043) (724) - - (1,767)
Effect of movement in exchange rates - (18) - (7) (25)
Closing net book amount 1,464 1,275 - 4,240 16,979
AT DECEMBER 31, 2017
Cost 19,200 19,915 927 4,240 44,282
Accumulated amortization (17,736) (8,640) (927) - (27,303)
Net book amount 1,464 1,275 - 4,240 16,979
YEAR ENDED, DEC 31, 2018
Opening net book amount 1,464 11,275 - 4,240 16,979
Additions!" - 104 - - 104
Acquisition of business - 1,186 - - 1,186
Amortization charge (481) (2,523) - - (3,004)
Effect of movement in exchange rates - 297 - 120 417
Closing net book amount 983 10,339 - 4,360 15,682
AT DECEMBER 31, 2018
Cost 19,200 21,502 927 4,360 45,989
Accumulated amortization (18,217) (11,163) (927) - (30,307)
Net book amount 983 10,339 - 4,360 15,682

1 Includes amounts related to intangible assets of the acquired business which are included in the reportable segment for the UK division.

2 Includes amounts related to intangible assets of the acquired business which are included in the reportable segment for the Canadian division.
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10) GOODWILL

The Corporation performed its annual assessment for goodwill impairment for the Canadian division and for the UK division as
at December 31, 2018 in accordance with its policy described in Note 2(k). Goodwill has been allocated to the following CGUs:

2018

2017

Calgary 8,082
Edmonton 4,346
Vancouver 2 3,413
Victoria 3,208
Vancouver 1 2,630
Montréal 823
Québec 654
Canadian division 23,156
UK division 18,100
Changes due to movement in exchange rates 480
UK division 18,580
Goodwill 41,736

Management has adjusted its approach in testing goodwill.
The change in methodology was used to balance the extent of
testing and analysis required for CGUs where no indication of
goodwill exists and CGUs where additional analysis is required.

Key Assumptions Used in 2018 Impairment Test

To calculate the recoverable amount for the CGUs manage-
ment uses the higher of the fair value less costs of disposal
and value in use. The recoverable amount was determined
using either a discounted cash flow approach or an earnings
multiple approach. The Corporation references Board
approved budgets and cash flow forecasts, trailing twelve-
month EBITDA, implied multiples and appropriate discount
rates in the valuation calculations. The implied multiple is
calculated by utilizing the average multiples of comparable
public companies. For the significant Canadian CGU’s, the
Corporation used implied average forward multiples that
ranged from 10.0 to 11.4 to calculate the recoverable amounts.
For the UK division, the implied average forward multiples
ranged from 9.0 to 10.5 to calculate the recoverable amount.

The fair value of calculations are categorized as Level 3 fair
value based on the unobservable inputs.

b,382
4,346
3,613
3,208
2,630
823
654
20,456

18,100
(30)
18,070

38,526

Key Assumptions Used in 2017 Impairment Test

Canadian Division

Management performed its assessment for goodwill impair-
ment on December 31, 2017, by measuring the recoverable
amount based off the value in use by discounting the future
cash flows generated from continued use. The model calcu-
lated the present value of the estimated future earnings for
all CGUs in the Canadian division. The Corporation determined
that the estimated recoverable amounts of the CGUs exceeded
their carrying amounts by a significant amount. The estimated
recoverable amounts were determined based on the value in
use of the CGUs using available cash flow forecasts over a 5
year period that made maximum use of observable markets
for inputs and outputs, including actual historical perfor-
mance. For periods beyond the budgeted period, cash flows
were extrapolated using growth rates that did not exceed
the long-term averages for the business. Key assumptions
included a weighted average growth rate of 3% and a pre-tax
discount rate of 10% to 12% for all CGUs. The growth rates
represented management’s assessment of future industry
trends and were based on both external and internal sources,
as well as historical data.

WE ARE DEPENDABLE.

o~
o

Z



61

The recoverable amount of each CGU was in excess of its
carrying amount. Significant CGUs with an individual carrying
value greater than 10% of the total consolidated carrying value
include Edmonton, Calgary, Victoria, Vancouver 1 and 2. For
these CGUs the recoverable amount significantly exceeded the
carrying amount. Based on sensitivity analysis, no reasonably
possible change in key assumptions would cause the carrying
amount of these CGUs to exceed its recoverable amount.

UK Division

Management performed its assessment for goodwill impair-
ment on November 28, 2017, the day immediately after the
acquisition that gave rise to the goodwill (Note 6). The best
evidence of fair value is the acquisition price paid by the
Corporation which was negotiated between two unrelated
parties adjusted for estimated disposal costs and any entity
specific considerations. This analysis indicated the recover-
able amount was not significantly different from the carrying
amount of the CGU. The fair value estimate is included in level
2 of the fair value hierarchy.

The Corporation’s provision includes lease provisions and
obligations to restore leased premises of its leased plants.
A provision has been recognized for the present value of
the estimated expenditure required to settle the lease
provision and to remove leasehold improvements and
installed equipment. The Corporation estimates the undis-
counted, inflation adjusted cash flows required to settle
these obligations at December 31, 2018 to be $3,150 (2017
- $2,853). Management has estimated the present value of
this obligation at December 31, 2018 to be $2,645 (2017 -
$2,393) using an inflation rate of 1.72% (2017 - 1.72%) and
pre-tax weighted average risk-free interest rate of 1.85% to
2.13% (2017 - 0.75% to 2.5%) dependent upon length of the
lease term, which reflects current market assessments of
the time value of money. These obligations are expected to
be incurred over an estimated period from 2019 to 2033.

Management estimates the provision based on information
from previous asset retirement obligations, as well as plant
specific factors. Factors that could impact the estimated
obligation are labour costs, the extent of removal work
required, the number of lease extensions exercised and the
inflation rate. As at December 31, 2018, if actual costs were
to differ by 10% from management’s estimate the obligation
would be an estimated $265 (2017 - $239) higher or lower.
It is possible the estimated costs could change and changes
to these estimates could have a significant effect on the
Corporation’s consolidated financial statements.

The Corporation recorded the following provision activity
during the year:

2018 2017
Balance, beginning of year 2,393 -
Adoption of standard - 1,302
Additions 450 513
Acquisition of business 117 537
Accretion expense 129 42
Changes due to movement 16 (1)
in exchange rates
Settlement (460) -
Balance, end of year 2,645 2,393

Prime Rate Loan”

At January 1, 2017 25,800
Net proceeds from debt 16,980
Closing balance at December 31, 2017 42,780
At January 1, 2018 42,780
Net proceeds from debt 27,623
Closing balance at December 31, 2018 70,203

1 Prime rate loan, collateralized by a general security agreement, bears interest at prime plus
an interest margin dependent on certain financial ratios, with a monthly repayment of interest
only, maturing on July 31, 2021 (December 31, 2017 - July 31, 2021). The additional interest
margin can range between 0.0% to 1.25% dependent upon the calculated Debt/EBITDA finan-
cial ratio, with a range between 0 to 3.5x. As at December 31, 2018, the combined interest rate
was 4.70% (December 31, 2017 - 3.7%)

The Corporation has a revolving credit facility of up to
$100,000 plus a $25,000 accordion of which $71,353 is
utilized (including letters of credit totaling $1,150) as at
December 31, 2018. Interest payments only are due during
the term of the facility.

Drawings under the revolving credit facility are available by
way of Bankers' Acceptances, Canadian prime rate loans,
Libor of UK pounds based loans, letters of credit or standby
letters of guarantee. Drawings under the revolving credit
facility bear interest at a floating rate, plus an applicable
margin based on certain financial performance ratios.

A general security agreement over all assets, a mortgage
against all leasehold interests and real property, insurance
policies and an assignment of material agreements have
been pledged as collateral.



The carrying value of borrowings approximate their fair value
as the debt is based on a floating rate, the interest rate risk has
not changed, and the impact of discounting is not significant.

The Corporation has incurred no events of default under the
terms of its credit facility agreement.

13) FINANCE EXPENSE

2018 2017
Interest on long-term debt 2,793 396
Accretion expense 129 42
Other charges, net 393 695
3,315 1,133

14) UNAMORTIZED LEASE

INDUCEMENTS

2018 2017
Balance, beginning of year 2,792 2,112
Lease inducements received 438 408
Acquisition of business - 370
Amortization charge (209) (98)
Effect of movement 9 -
in exchange rates

3,030 2,792
Less current portion, included (176) (209)
in accrued liabilities

2,854 2,583

15) INCOME TAXES

A reconciliation of the expected income tax expense to the / - s *
actual income tax expense is as follows: £ v

2018 2017 ///,’,/”//

7 4
e

Current tax:
Current tax (recovery) (984) 2,137
on profits for the year
Total current tax (984) 2,137
Deferred tax: g
Origination and reversal 2,241 1,578 =
of temporary differences E
Impact of substantively (35) 46 4
enacted rates and other o
Total deferred tax 2,206 1,624 g
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The tax on the Corporation’s earnings differs from the theoretical amount that would arise using the weighted average tax

rate applicable to earnings of the consolidated entities as follows:

Earnings before income taxes
Non (deductible)/taxable expenses
Income subject to tax

Income tax at statutory rate of 26.9% (2017 - 26.53%)
Difference between Canadian and foreign tax rates
Impact of substantively enacted rates and other
Income tax expense

The analysis of the deferred tax assets and deferred tax liabilities is as follows:

Deferred tax assets:
Deferred tax asset to be recovered after more than 12 months
Deferred tax asset to be recovered within 12 months

Deferred tax liabilities:
Deferred tax liability to be recovered after more than 12 months

Deferred tax liability to be recovered within 12 months

Deferred tax liabilities, net

2018

7,30
(1,189)
6,202

1,668

(61)
(385)
1,222

2018

(1,846)
(484)
(2,330)

10,283

4,176
14,459
12,129

2017

9,479
4,667
14,136

3,750
1

10
3,761

2017

(2,368)
(95)
(2,463)

8,467
3,834
12,301
9,838

The movement of deferred income tax assets and liabilities during the year, without taking into consideration the offsetting

of balances within the same tax jurisdictions, is as follows:

Asset Retirement
Deferred tax assets: Obligation

At January 1, 2017

Acquisition of business

Charged (credited) to the statement of earnings
Charged (credited] to the statement of changes in equity
Related to movements in exchange rates

At December 31, 2017
Charged (credited) to the statement of earnings

Related to movements in exchange rates
At December 31, 2018

500

(500)
(30)

(530)

Offering Costs
and Other

(695)
(238)
19
(1,227)
1

(1,963)
169

(6)
(1,800)

Total

(695)
(238)
(304)
(1,227)
1

(2,463)
139

(6)
(2,330)



Deferred tax liabilities:

At January 1, 2017

Acquisition of business

Charged (credited) to the statement of earnings
Related to movements in exchange rates

At December 31, 2017

Acquisition of business

Charged (credited) to the statement of earnings
Related to movements in exchange rates

At December 31, 2018

A) Contingencies

The Corporation has standby letters of credit issued as
part of normal business operations in the amount of $1,150
(December 31,2017 - $1,650) which will remain outstanding
for an indefinite period of time.

Grievances for unspecified damages were lodged against the
Corporation in relation to labour matters. The Corporation
has disclaimed liability and is defending the actions. It is not
practical to estimate the potential effect of these grievances
but legal advice indicates that it is not probable that a signif-
icant liability will arise.

B) Commitments

Operating Leases and Utility Commitments

At December 31, 2018, the Corporation was committed
to minimum lease payments for operating leases on
buildings and equipment and estimated natural gas and
electricity commitments for the next five calendar years
and thereafter are as follows:

Operating lease commitments

2019 9,181
2020 7,373
2021 6,312
2022 5,650
2023 4,729
Subsequent 27,943

61,188

Linenin

Property, Plant  Intangible Assets

Service and Equipment and Goodwill Total

2,999 3,218 764 6,981

32 708 2,657 3,397

800 1,406 (282) 1,924

1 (1) (1) (1)

3,832 5,331 3,138 12,301

- - 17 17

344 2,127 (421) 2,050

- 21 70 N

4,176 71,479 2,804 14,459

Utility commitments

2019 5,860
2020 1,288
2021 1,274
2022 >
2023 >
Subsequent .
8,422

Linen Purchase Commitments

At December 31, 2018, the Corporation was committed
to linen expenditure obligations in the amount of $9,314
(December 31, 2017 - $10,232) to be incurred within the
next year.

Property, Plant and Equipment Commitments

At December 31, 2018, the Corporation was committed to
capital expenditure obligations in the amount of $1,622
(December 31, 2017 - $28,748) to be incurred within the
next year.

b4
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17) SHARE CAPITAL

A) Authorized

The Corporation is authorized to issue an unlimited number of common shares and such number of shares of one class
designated as preferred shares which number shall not exceed 1/3 of the common shares issued and outstanding from

time to time.

B) Issued

2018 2017

Balance, beginning of year

Common shares issued under LTI

Common share issuance under equity offering
Balance, end of year

Unvested common shares held in trust for LTI

On April 25, 2017 the Corporation closed a bought deal
offering of 1,518,000 common shares at $38.00/share. The
net proceeds of the offering after deducting expenses of the
offering and the underwriter’s fee were $55,000. The net
proceeds of the offering were used to reduce the revolving
debt to nil, and to fund the build out of the Corporation’s
state-of-the-art facilities in Toronto and Vancouver, and for
general corporate purposes.

18) EARNINGS PER SHARE
A) Basic

10,508,502 8,023,480
01,434 42,422

- 2,442,600
10,559,936 10,508,502
63,346 54,880

On December 12, 2017 the Corporation closed a bought
deal offering of 924,600 common shares at $37.35/share.
The net proceeds of the offering after deducting expenses
of the offering and the underwriter’s fee were $32,655. The
net proceeds of the offering were used to partially pay down
indebtedness that was incurred under K-Bro's amended
$100,000 senior secured revolving credit facility to fund the
acquisition of Fishers.

Basic earnings per share is calculated by dividing the net earnings attributable to equity holders of the Corporation by the
weighted average number of ordinary shares in issue during the year.

2018 2017

Net earnings

Weighted average number of shares outstanding (thousands)

Net earnings per share, basic

6,169 5,718
10,466 9,084
0.59 0.63

The basic net earnings per share calculation excludes the unvested Common shares held by the LTIP Account.



B) Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares to assume conver-

sion of all dilutive potential ordinary shares.

2018 2017
Basic weighted average shares for the year 10,466,458 9,083,693
Dilutive effect of LTI shares 33,556 31,181
Diluted weighted average shares for the year 10,500,014 9.114,874
Net earnings 6,169 5,718
Weighted average number of shares outstanding (thousands) 10,500 9115
Net earnings per share, diluted 0.59 0.63

19) LONG-TERM INCENTIVE PLAN

An account was formed to hold equity grants issued under
the terms of the LTI on behalf of the participants (the “LTIP
Account”) and under certain circumstances the Corporation
may be the beneficiary of forfeited Common shares held by
the LTIP Account. The Corporation has control over the LTIP
Account as it is exposed, or has rights, to variable returns

and has the ability to affect those returns through its power
over the LTIP Account. Therefore the Corporation has
consolidated the LTIP Account. Compensation expense is
recorded by the Corporation in the period earned. Dividends
paid by the Corporation with respect to unvested Common
shares held by the LTIP Account are paid to LTI participants.
Unvested Common shares held by the LTIP Account are
shown as a reduction of shareholders’ equity.

2018 2017
Unvested Vested Unvested Vested
Balance, beginning of year b4,880 408,135 44,634 375,958
Issued during year 34,802 16,633 28,544 13,879
Vested during year (26,336) 26,336 (18,298) 18,298
Balance, end of year 03,346 451,104 54,880 408,135

The cost of the 63,346 (2017 - 54,880) unvested Common shares held by the LTIP Account at December 31, 2018 was nil (2017 - nil).

20) DIVIDENDS TO SHAREHOLDERS

During the years ended December 31, 2018, the Corporation
declared total dividends to shareholders of $12,651 or
$1.200 per share (2017 - $11,121 or $1.200 per share).

The Corporation’s policy is to pay dividends to Shareholders
of its available cash to the maximum extent possible

consistent with good business practice considering require-
ments for capital expenditures, working capital, growth
capital and other reserves considered advisable by the
Directors of the Corporation. All such dividends are discre-
tionary. Dividends are declared payable each month to the
Shareholders on the last business day of each month and
are paid by the 15th day of the following month.
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Years ended December 31,

Accounts receivable

Linen in service

Prepaid expenses and deposits

Accounts payable and accrued liabilities!
Income taxes payable / receivable

2018 2017

(3,571) (2,961)
(4,695) (2,720)
(876) (309)
(62) 4,930
(2,176) (2,862)
(11,380) (3,922)

1 Accounts payable and accrued liabilities exclude the net change in non-cash amounts related to the acquisition of property, plant and equipment that have been committed to but not yet paid of

$328 (2017 - $4,078)

A) Fair Value

The Corporation’s financial instruments at December
31, 2018 and 2017 consist of cash and cash equivalents,
accounts receivable, accounts payable and accrued liabil-
ities, dividends payable to shareholders, and long term
debt. The carrying value of accounts receivable, accounts
payable and accrued liabilities, and dividends payable to
shareholders approximate fair value due to the immediate
or short-term maturity of these financial instruments. The
fair value of the Corporation’s interest-bearing debt approx-
imates the respective carrying amount due to the floating
rate nature of the debt.

B) Financial Risk Management

The Corporation’s activities are exposed to a variety of
financial risks: price risk, credit risk and liquidity risk. The
Corporation’s overall risk management program focuses
on the unpredictability of financial and economic markets
and seeks to minimize potential adverse effects on the
Corporation’s financial performance. Risk management is
carried out by financial management in conjunction with
overall corporate governance.

C) Price Risk

Currency Risk

Foreign currency risk arises from the fluctuations in foreign
exchange rates and the degree of volatility of these rates
relative to the Canadian dollar.

The Corporation’s operations in Canada are not significantly
exposed to foreign currency risk as all revenues are received
in Canadian dollars and minimal expenses are incurred in
foreign currencies.

The Corporation’s operations in the UK transacts in Sterling
pounds £, with minimal revenue and expenses that are
incurred in other foreign currencies. The Corporation is
sensitive to foreign exchange risk arising from the trans-
lation of the financial statements of subsidiaries with
a functional currency other than the Canadian dollar
impacting other comprehensive income (loss).

For large capital expenditure commitments denominated in
a foreign currency, the Corporation will enter into foreign
exchange forward contracts if considered prudent to
mitigate this risk.

Based on financial instrument balances as at December
31, 2018, a strengthening or weakening of $0.01 of the
Canadian dollar to the U.S. dollar with all other variables
held constant could have a favorable or unfavorable impact
of approximately $57, respectively, on net earnings.

Based on financial instrument balances as at December 31,
2018, a strengthening or weakening of $0.01 of the Canadian
dollar to the Sterling pounds £, with all other variables held
constant could have an unfavorable or favorable impact of
approximately $22, respectively, on other comprehensive loss.

Interest Rate Risk

The Corporation is subject to interest rate risk as its credit
facility bears interest at rates that depend on certain finan-
cial ratios of the Corporation and vary in accordance with
market interest rates. Based on the credit facility at year
end, the sensitivity to a 100 basis point movement in interest
rates would result in an impact of $702 to net earnings.

Other Price Risk

The Corporation’s exposure to other price risk is limited
since there are no significant financial instruments which
fluctuate as a result of changes in market prices.
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