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ITEM 7.01 REGULATION FD DISCLOSURE

As previously announced, the Company hosted a conference call at 11:00 a.m. Eastern Time on Wednesday June 27, 2018to review the impacts of
Accounting Standards Update No. 2014-09, “Revenue from Contracts with Customers” or Accounting Standards Codification Topic 606 (“ASC 606”)
and certain other items. To supplement this discussion, the Company prepared a presentation setting forth information regarding the impact of ASC
606 and certain other items on the Company’s financial results for the fiscal years ended May 31, 2018 (“fiscal 2018”) and May 31, 2017 (“fiscal
2017”), along with each fiscal quarter within fiscal 2018. The presentation is furnished as Exhibit 99.1 to this Form 8-K.

The information furnished pursuant to Item 7.01, including Exhibit 99.1, shallnot be deemed “filed” for purposes ofSection 18 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”) or otherwise subject to the liabilities under such section and shall not be deemed to be
incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent
specifically provided in such a filing.

ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS

The following exhibit relating to Item 7.01 of this Form 8-K shall be deemed to be ‘furnished,” not “filed,” for purposes of the Exchange Act:

Exhibit 99.1 Impacts of ASC 606 and Other Items: Fiscal 2018 and Fiscal 2017
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Forward Looking Statements

You should be aware that certain written and oral statements made by management may constitute
“forward-looking statements” within the meaning of the safe-harbor provisions of the United States
("U.S.") Private Securities Litigation Reform Act of 1995. Forward-looking statements are neither
historical facts nor assurances of future performance. Instead, they are based only on our current
beliefs, expectations, and assumptions regarding the future of our business, future plans and
strategies, projections, anticipated events and trends, the economy, and other future conditions.
Because forward-looking statements relate to the future, they are subject to inherent uncertainties,
risks, and changes in circumstances that are difficult to predict, many of which are outside our control.
Our actual results and financial conditions may differ materially from those indicated in the forward-
looking statements. Therefore, you should not place undue reliance upon any of these forward-looking
statements. The information provided in this document is based upon the facts and circumstances
known at this time, and any forward-locking statement made in this document speaks only as of the
date on which it was made. We undertake no obligation to update these forward-looking statements
after the date of issuance of this document to reflect events or circumstances after the date of release
of this information, or to reflectthe occurrence of unanticipated events.



Use of Non-GAAP Financial Measures

To supplement our financial information presented in accordance with generally accepted accounting principles (“GAAP") in the U.S., we
consider and have included certain non-GAAP financial measures including adjusted net income and adjusted diluted earnings per share.
We believe adjusted net income, and adjusted diluted earnings per share are appropriate additional measures, as they are indicators of our
core business operations performance period over period. Adjusted net income and adjusted diluted earnings per share are not calculated
through the application of GAAP and are not a required form of disclosure by the SEC. As such, they should not be considered as a
substitute for the GAAP measures of net income and diluted earnings per share. and therefore should not be used in isolation, but in
conjunction with the GAAP measures. The use of any non-GAAP measure may produce results that vary from the GAAP measure and may
not be comparable to a similarly defined non-GAAP measure used by other companies.

In this presentation, any non-GAAP measure referenced is reconciled within the schedule to its closest GAAP measure. Adjustments to
GAAP include:

» Additional expense and corresponding tax benefit recognized in the third quarter of fiscal 2018 as a result of a one-time charge following
the termination of certain license agreements, which is not expected fo recur.

= Net tax windfall or shortfall benefits related to employee stock-based compensation payments recognized in income taxes. This item is
subject to volatility and will vary based on employee decisions on exercising employee stock options and fluctuations in stock price,
neither of which is within the control of management;

- Tax benefits of $88.5 million recognized in fiscal 2018 due to the one-time revaluation of deferred tax liabilities resulting from the result
ofthe Tax Cuts and Jobs Act enacted in December 2017.
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= ASC Topic 606, Revenue from Contracts with Customers,("ASC
606”) - Adoption for Paychex

Agenda

* Financial impact of implementation of ASC 606 and certain Non-
GAAP Adjustments

= Restated GAAP and Non-GAAP Income Statements

= Fiscal 2019 annual guidance
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ASC 606 Adoption for Paychex

» Full Retrospective Adoption
» Effective for Fiscal Year ending May 31, 2019 (*fiscal 2019")
» RecastFiscal 2018 and Fiscal 2017 Income Statement
» Cumulative Adjustment recognized to Retained Earnings as of June 1, 2016

» Financial Impacts
» Insignificantimpacts to annual revenue, but someimpacts to quarterly gaiting
» Primary impact is deferral of costs to obtain and costs to fulfill contracts
» Modestincrease to operating income, net income, and diluted EPS for fiscal 2018 annual
period (quarterly periods fluctuate)
» No impact on cash flows

» Other Impacts
~ Enhanced footnote disclosures, including dis-aggregation of revenue streams




Impact to Service Revenue

-

ASC 606 implementation — no significant impact on an annual basis, but
does impact quarterly gaiting

(% in Millions)

As Reported

Payroll Service Revenue

Human Resource Services revenue
Total Service Revenue

ASC 606 Impacts

Payroll Service Revenue

Human Resource Services revenue
Total Service Revenue

As Adjusted

Payroll Service Revenue

Human Resource Services revenue
Total Service Revenue

Fiscal 2018

e Reaws
“Fri7 W o | 0z | o5 | oi | P |

$ 17793 $ 4578 $ 4448 $ 4550 $ 4524 $ 18100
1,321.4 3453 3677 3934 401.0 1507.4

$ 31007 $ 8031 § 8125 $ 8484 § 8534 $ 33174
$ 02 $ (244) $ (240) $ 698 S (244 $ (3.0
15 05 05 (0.1) (1.0) (0.1)

$§ 17 $ (239) $ (235) $ 697 S (2540 $  (31)
$ 17795 $ 4334 $ 4208 $ 5248 $ 4280 $ 18070
1,322.9 345.8 368.2 393.3 400.0 1507.3

$ 31024 $ 7792 $ 7890 $ 9181 § 8280 $ 33143




Adjusted Net Income

ASC 606 implementation impact does not significantly impact year-over-year
growth once adjusted for one-time impacts of Tax Reform

($in Millions) Fiscal 2018 FY18F Y17
fv7 oot ] a2 | o4 J fris

Netincome, As Reported $ B173 $ 278 $ 2170 % 2604 § 2285 § 9337 14.2%

GAAP Restatement for ASC 606

Service revenue impact g B g (23.9) (23.5) 69.7 (25.4) 31

Cost deferralfamorization impacts 125 (3.8) (5.5) 7.0 93 75

Tax effect on revenue recognition adjustments (5.3) 104 11.0 (27.7) 49 (1.4)

Revaluation of deferred tax iabiities - - - £2.9 - 629

Total impact of ASC 606 implementation 8.9 (17.3) (18.0) 111.9 (10.7} 65.9

Net Income, Restated 826.2 210.5 199.0 372.3 217.8 999.6 21.0%

Non-G AAP Adjustments

Termination of certain licensing agreements - - - 247 - 247

Excess tax benefit related to employee stock-

based compensation payments (18.3) (5.0) (26) (0.7) (4.6) (129)

Revaluation of net deferred tax liakilties "' # i - (83.7) (4.8) (88.5)

Total non-GAAP adjustments (18.3) (5.0) (2.8) (59.7) (9.4) (76.7)

Adjusted NetIncome, Restated (Non-G AAP) $ B0T9 $ 2055 $1%4 §$3126 § 2084 § 9229 14.2%

{1) The non-GAAP adjustment related to the revaluation of net deferredtax liabilities of $88.5M for fiscal 2018 includes the following amounts: $20.8M
originally recognizedin the third quarter of fiscal 2018, $4.8M recognizedin the fourth quarter of fiscal 2018, and $62 9M tax benefitaddedto the
restatedthird quarter amounts resulting fromthe implementation of ASC G06.




Adjusted Diluted EPS

ASC 606 implementation, excluding one-time discrete tax impact, increases annual
adjusted diluted EPS (non-GAAP) by slightly less than $0.01 for fiscal 2018

- Fiscal 2018 & FY18/FY17
fyez B a1 J a2 J a3 J o+ J Frs
Diluted EPS, AsRReported § 225 § 063 § 060 § 072 § 063 § 258 14.7%
GAAP Restaterment for ASC 606
Service revenue impact = (0.07) (007} 0.1% 0.07 (0.01)
Costdeferallam ortization impacts 0.03 (0.01) 002y 002 0.03 0.02
Tax effect on revenue recoanition adiustments (0.01) 0.03 0.03 (0.08) 0.01 -
Revaluation of deferred taxliabilities "’ - - - 0.17 - 0.17
Total impact of ASC 606 implementation 0.02 (0.05) (0.05% 0.31 0.03) 0.18
Diluted EPS, Restated $ 228 § 058 § 0B § 103 § 060 § 277 21.5%
Non-GAAP Adjustments
Termination of certain licensing agreements - - - 0.07 - 0.07
Excess tax beneft related to em ployes siock-
based com pengation paym ents. (0.05) (0.01) (0.01} - [0.01) (0.04)
Revaluation of net deferred tax liabilities "' = = = 0.23) 0.01} (0.24)
Total non-GAAP adustments (0.05) (0.01) (0.01) [0.16) [0.03) 0.21)
Adjusted Diluted EP 5, Restated (N on-G AAP) $§ 223 § 057 § 054 § 086 § 058 § 255 14.3%

(1) The non-GAAP adjustment related to the revaluation of net deferred tax liabilties of 30.24 for fiscal2018 includes the following amounts: $0.08 originally
recognized in the third quarter of fiscal 2018, $0.01 recognized in the fourth quarter of fiscal 2018, and 50.17 tax benefit added to the restated third quarter amounts
resulting from the implementation of ASC 806.

(2) Certain amounts have been revised to reflect ion of earnings per share impact on each line independently. Schedule may not add down oracross by +/-

%0.01 due to rounding. =




FY18 & FY17 Annual Income Statement

As Reported and As Adjusted

FY18 ¥ear-Over-Year Growth

{3 Milions, expept per share amounts)

Fayral revenus 1800 F (30) 318070 F - F1807O0| |3 17793 §F 02 F1I™E ¥ - § 17795

HRS ravanus 1,500 .4 {0.1) 1,573 - 15073 13214 15 1,323 - 1,323

Total service evenue 3374 T (31)" 33143 - T 33143 31007 17 " 314 T - T3 Mza

Interest on funds held ©r dients 6.5 - 635 - 635 06 " - 5.6 - 505

Total revenue 3.380.9 (31) 3578 - 33778 3453 17 3480 - 31530

Operatng expenses 1,018.6 05 10151 - 10151 5196 0.3 519.3 - 5153 108%

Seling, GiAspenses 1074.3 8.0 10368 {328) 10342 592 1 {122 5.5 - 755 BI%

Total expe nses 20834 @5 _ 20859 (326) 20533 18117 12.5) 18992 - 18332 95%

Operating income 1265 44 1.2819 326 13245 12336 142 1238 - 1.2538 5% ok SE%

Opersihgmargn % 30.2% 39.2% 30.3% 2.0 39.8%

Investment income 28 - 28 - 28 52 - 52 - 52 =X

Income before taxes 12%.1 44 1,005 326 7 13131 124438 142 1280 BT 3%

Income wes .4 {815 X0 109.3 4102 4275 53 4128 183 #1.1 -05%

Metincome $ 9337 $ 659 § 996 S(76T) § 9229||% BI73 § B89 § BX2 $(183) § 8079 .00

Diluted eamings per share §$ 258 $ 018 § 277 S$(02M) § 255[|% 225 § 002 § ;M §(005) § 223 147% 5% 143%

Weighted-average common shares

outstanding, assuming dilution 3615 3615 15 36135 3615 3626 *26 3626 3626 *26 03% 03% 0.3%)
{1} Certain diluted eamings per share amounts have been revised to reflect calculation of eamings per share impact on each i hy on slide 8 i . Diluted eamnings per share amounts in this

schedule may not add across by +- $0.01 due to rounding.




FY18 Quarterly Income Statement

As Reported and As Adjusted

BEFYIE

(S METs. cucert P SR @ amaunts)
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{1}  Certsin diluted =amings per share amounts have been revised to reflect calculation of eamings per share impact on each i h on shide B i . Diluted ings per shars nts in this
schedule may not add across by +- $0.01 due to rounding.




Flscal Year 2019 FuII Year Outlook

Payroll Service Revenue

HRS Revenue

Interest on funds held for clients

Total Revenue

Met Incomel™

Adjusted Net Income!?

Diluted Earnings per Sharel
Adjusted Diluted Earnings per Share?

Operating Income, as a Percent of Total Revenue
Investment Income, Met
Effective Income Tax Rate (before discrete items)

Year-over-Year Growth

2% -3%
10% -11%
15% -20%

6% - 7%

3% - 4%

1% -12%
~ 3%
~11%
Anticipated Result

Approximately 37%
Approximately $15M
24.0%

{1} The growth rates for the GAAF messures of Net Income and Diluted Earnings per Share are impacted by the benefit of the one-time revaluation of defemed tax lisbilities that was recognized in

fiscal 2018,

{2}  Adjusted netincome and adjusted diluted amings per share are non-GAAP measures, which exclude the impact of certain discrete tax items and 3 one-time charge following the termination of

certain licensing agresments. meismmsmﬂmmnﬁw messures are based on fiscal 2018 adjusted net income 3= restated. No assumptions were made in regards to discrete

tax itemes in fiseal 2019 for employ
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