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Cautionary Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. All statements other than statements of historical fact are, or may be deemed to be, forward-
looking statements. You can generally identify forward-looking statements by our use of forward-looking terminology such
as “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,” “potential,”
“predict,” “seek,” “vision,” or “should,” or the negative thereof or other variations thereon or comparable terminology.
Forward-looking statements involve estimates, assumptions, risks and uncertainties that may cause actual results, events or
circumstances to differ materially from the results, events or circumstances expressed or implied by the forward-looking
statements. Accordingly, we caution you that any such forward-looking statements are not guarantees of future performance.

Important factors that could cause our actual results to differ materially from those expressed or implied by these
forward-looking statements include, but are not limited to, those factors described below under Part I, Item 1A. “Risk
Factors” in this Annual Report.

Any forward-looking statement that we make in this Annual Report on Form 10-K speaks only as of the date of such
statement. Except as required by law, we do not undertake any obligation to update or revise, or to publicly announce any
update or revision to, any of the forward-looking statements, whether as a result of new information, future events or
otherwise, after the date of this Annual Report on Form 10-K.
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Summary of Risk Factors

Below is a summary of the material factors that make an investment in our common stock speculative or risky. A
discussion of the risks summarized in this Summary of Risk Factors section can be found below under Part I, Item 1A. “Risk
Factors.” These risk factors should be considered together with other information in this Annual Report before making an
investment decision regarding our common stock.

Risks Related to our Business

• Our success depends on our ability to attract and retain families in our centers, schools and programs, and to attract
and retain employers that contract with us for family care benefits for their workforce.

• Changes in the demand for child care and workplace solutions, which may be negatively affected by demographic
trends and economic conditions, including unemployment rates, may materially and adversely affect our business,
financial condition and results of operations.

• Our business depends largely on our ability to hire and retain qualified teachers and maintain strong employee
engagement.

• A permanent shift in workforce demographics and office environments may result in decreased demand for center-
based or site-based child care and have a materially adverse effect on our business, financial condition and results of
operations.

• We depend on key management and key employees to manage our business.

• Because our success depends substantially on the value of our brands and reputation as a provider of choice, adverse
publicity could impact the demand for our services.

• Significant competition in our industry could adversely affect our results of operations.

• Our profitability depends on our ability to manage our labor costs.

• Our ability to secure affordable real estate leases and renew existing leases on terms acceptable to us may affect our
operating results.

• Our reliance on third-party vendors and service providers exposes us to operational and cost risks that could
adversely affect our business.

• Our operating results are subject to seasonal fluctuations.

• Our business may be affected by delays, disruptions or reductions in federally funded childcare subsidies or tuition
reimbursements or from reductions in certain federal, state and local government programs.

• Governmental universal child care benefit programs could reduce the demand for our services.

• Acquisitions present many risks and may disrupt our operations. We also may not realize the financial and strategic
goals that were contemplated at the time of the transaction.

• Public health crises and outbreaks of widespread health pandemics or epidemics have in the past and may in the
future adversely impact our business, financial condition and results of operations.

• Our business, financial condition and results of operations may be materially and adversely affected by various
litigation and regulatory proceedings.

• We have identified a material weakness in our internal control over financial reporting and if we fail to remediate
this material weakness in a timely manner or at all, we may not be able to comply with our financial reporting
obligations, which could expose us to legal and business risks and uncertainties.

Risks Related to our Capital Structure, Indebtedness and Capital Requirements

• Our substantial indebtedness could adversely affect our ability to obtain capital to fund our operations, limit our
flexibility in operating our business, expose us to interest rate risk to the extent of our variable rate debt, and limit
cash flow available to invest in the ongoing needs of our business.

• We may require additional capital to meet our financial obligations and support business growth, and this capital
may not be available on acceptable terms or at all.
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• We are a holding company with no operations of our own, and we depend on our subsidiaries for cash.

• Inadequacy of our insurance coverage or an inability to procure contractually required coverage could have a
material and adverse effect on our business, financial condition and results of operations.

• Impairment of goodwill, other intangible assets or long-lived assets has negatively impacted, and may in the future
negatively impact, our results of operations.

Risks Related to Intellectual Property, Information Technology and Data Privacy and Security

• If we are unable to adequately protect our intellectual property rights, our business, financial condition and results of
operations may be materially and adversely affected.

• We rely significantly on the use of information technology, as well as those of our third-party service providers. Any
significant failure, inadequacy, interruption or data security incident of our information technology systems, or those
of our third-party service providers, could disrupt our business operations, which could have a material adverse
effect on our business, prospects, results of operations, financial condition and/ or cash flows.

• Our actual or perceived failure to comply with stringent and evolving laws, regulations, rules, contractual
obligations, policies, and other obligations related to data privacy and security may materially and adversely affect
us.

• Use and storage of paper records increases risk of loss, destruction and could increase human error with respect to
documentation.

• Our collection, use, storage, disclosure, transfer and other processing of personal information could give rise to
significant costs and liabilities, including as a result of governmental regulation, uncertain or inconsistent
interpretation and enforcement of legal requirements or differing views of personal privacy rights, which may have a
material adverse effect on our reputation, business, financial condition and results of operations.

• We recently implemented cloud computing arrangements and may experience issues with the transition or the new
arrangements may prove ineffective.

Risks Related to our Common Stock

• Our stock price may be volatile, which could cause you to lose a significant part of your investment.

• Because Partners Group owns a significant percentage of our common stock, it controls major corporate decisions
and its interests may conflict with your interests as an owner of our common stock and our interests.

• We are a “controlled company” within the meaning of the New York Stock Exchange ("NYSE") rules and, as a
result, will qualify for, and may rely on, exemptions from certain corporate governance requirements.

• Sales of a substantial number of shares of our common stock in the public market by our existing stockholders could
cause our stock price to fall.

• Some provisions of our governing documents and Delaware law may have anti-takeover effects that could
discourage an acquisition of us by others, even if an acquisition would be beneficial to our stockholders, and may
prevent attempts by our stockholders to replace or remove our current management.

General Risks

• Our failure to comply with, or adapt to changes in, the highly complex legal and regulatory framework applicable to
our business could harm our operations, operating results and financial condition.

• Natural disasters, geo-political events and other highly disruptive events could materially and adversely affect our
business, financial condition and results of operations.
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PART I

Item 1. Business

General

KinderCare Learning Companies, Inc. (the "Company," "KinderCare," "we," "us" and "our") is a leading private provider of
high-quality early education and child care services ("ECE") in the United States. We are a mission-driven organization,
rooted in a commitment to providing all children with the very best start in life. We serve children ranging from six weeks to
12 years of age across our footprint.

We operate a national network of community-based centers, employer-sponsored programs and before- and after-school sites.
Our proprietary curriculum is supported by third-party assessment tools that measure school readiness outcomes. We
voluntarily pursue national accreditation at our centers and onsite programs.

We report on a 52- or 53-week fiscal year comprised of 13- or 14-week fourth quarters, respectively, with the fiscal year
ending on the Saturday closest to December 31. Our fiscal 2025 was a 53-week year ending on January 3, 2026. References
in this Annual Report on Form 10-K to financial or operational results for fiscal 2025 refer to our fiscal year ending January
3, 2026.

Our Brands

We compete in the U.S. market for ECE services, including before- and after-school services for school-aged children.
The market for center-based ECE services is highly fragmented according to Child Care Aware of America. We estimate that
the top five providers, including KinderCare, represented approximately 6% of total capacity as of January 3, 2026.

We are a leader in early childhood education and care across our three consumer-facing brands designed to address key
parent demographics:

• KinderCare Learning Centers (“KCLC”) is a leading provider of community-based early child care and education
in the United States. As of January 3, 2026 KCLC operated 1,555 centers with a capacity to serve approximately
200,000 children, of which 77 are employer-based centers. In fiscal 2025 we opened 44 KCLC centers through
green fields and acquisitions and closed 18 KCLC centers. KCLC comprised 88% of fiscal 2025 revenue.

• Crème School is a premium provider of community-based early child care and education with 46 schools across 15
states and a capacity for serving over 10,000 children as of January 3, 2026. Crème School is differentiated by its
early education model that keeps children stimulated and excited to learn through enrichment programs such as
S.T.E.M. Lab, Art Studio, Digital Tech Lab and more. Crème School comprised 4% of fiscal 2025 revenue.

• Champions is a leading private provider of before- and after-school programs for children ages 5-12 in the United
States, which also includes summer camp programs. Our outsourced model provides an attractive value proposition
to schools and districts. We provide staff, teachers and curriculum to deliver high-quality supplemental education
and care at 1,153 sites as of January 3, 2026. Champions comprised 8% of fiscal 2025 revenue.

Additionally, we provide customized family care benefits for organizations, including care for young children on or near the
site where their parents work, tuition benefits, and backup care where KinderCare programs are located. Employers
increasingly recognize the benefits of offering employees access to flexible, high-quality, affordable ECE options through
either a tuition benefits program or as backup care. We believe long-term trends and evolving work styles are driving a
preference for flexible ECE solutions with care options both on-site at corporate offices and in the communities in which
employees live.

As of January 3, 2026, we operated 77 onsite employer-sponsored centers and had relationships with over 1,000 employers.
Our ability to offer both onsite centers, as well as access to our network of programs, provides flexibility and accessibility to
a broad range of employees.

Our Strategy

Our operating strategy is designed to deliver a high-quality, outcomes-driven, education experience for every child and
family we serve across all our centers and sites. This self-reinforcing strategy is anchored in four pillars:
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• Educational Excellence.We leverage our proprietary curriculum combined with third-party assessment tools and
voluntary accreditation to deliver a high-quality educational experience and provide objective validation of the
quality and impact of our programs.

• People & Engagement.We utilize a proprietary, data-driven approach to attract, hire and develop exceptional
talent. Our internal surveys consistently demonstrate that a more engaged workforce leads to better financial
performance of our centers.

• Health & Safety.We strive to consistently adhere to strict procedures across all of our centers to provide a healthy,
safe environment for our children and our workforce and to deliver confidence and peace of mind to families. Our
procedures address both the physical and mental health of children and are informed by input from the Centers for
Disease Control and Prevention and other third-party experts.

• Operations & Growth.We consistently pursue operational excellence and believe that enables us to deliver
profitable growth and to fund consistent reinvestment into our service offerings. Our technology platform closely
monitors activity across all centers and sites and allows us to stay connected with families on a daily basis through
digital channels.

Moreover, we intend to extend our position as a leading private ECE provider in the United States through key growth
strategies, as follows:

Increase revenues through improved occupancy and consistent price increases.

We seek to increase same-center revenues through enrollment growth and tuition rate adjustments. Enrollment initiatives
include brand marketing, public relations, digital and direct marketing campaigns and local referral activity.

As a scaled provider, we believe we are positioned to benefit from growth in demand for early childhood education services.
Our national platform and operating infrastructure enable us to serve families supported by public subsidy funding and to
offer a range of program formats, including accredited centers and flexible care options.

Expand footprint through greenfield development and strategic acquisitions.

We continue to expand our center footprint into new communities and at additional employer locations through greenfield
center openings and through acquisition of centers from other providers. Since fiscal 2018, we have added 425 centers to our
network through acquisitions and new greenfield center openings. In fiscal 2025, we added 46 centers to our network through
acquisitions and new greenfield center openings.

We maintain a robust pipeline of new center opportunities and employ a disciplined and rigorous approach in selecting which
centers to open or acquire. All potential new centers are evaluated to assess: local market trends and dynamics, overlap with
existing KinderCare centers, the competitive landscape within a given market, and the performance of other existing
providers in the market. Prior to committing to a new center addition, a cross-functional team, including key members of our
executive leadership, evaluates the opportunity and reviews a detailed financial plan for the proposed addition to ensure the
investment meets our internal return objectives.

We utilize dedicated, specialized teams to oversee the development, opening and/or addition of a new center. These teams are
deeply involved in all centers that we add to our network – whether community-based or employer sponsored, greenfield or
acquisition. This approach creates a scalable, repeatable and highly efficient process while ensuring we are creating the best
experience for families and center staff.

Develop and grow adjacent revenue streams and service offerings.

Supporting services adjacent to our ECE business provides diversification and drives incremental revenue. Our business-to-
business offerings, including tuition benefits programs and employer-sponsored centers, leverage established employer
relationships. These offerings are positioned for growth as employers increasingly recognize the importance of supporting
employees’ access to quality early childhood education. In the before- and after-school programs market we have contracts
with approximately 2% of the nearly 64,000 elementary schools in the United States, providing significant opportunity to
continue to grow our footprint.

Adapt to changes in seasonal demand for child care and other services.

Enrollments at centers and before- and after-school sites are generally higher in the spring and fall back-to-school period and
lower during the summer and calendar year-end holidays when families may be on vacation or utilizing alternative child care
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arrangements. As a result, revenue at centers and sites may decline during the third quarter, which overlaps with most of the
summer season. To adapt to the changes in seasonal demand, centers offer summer programs and Champions offers day
camps for school-age children during the summer and calendar year-end holidays.

Drive enrollment through brand-led, relationship-driven marketing.

KinderCare is one of the most recognized brands in our industry. Leveraging our national brand and localized center teams,
we use a clearly defined relationship-driven approach to marketing to generate brand awareness, inquiries and enrollments.

To drive consumer awareness, we align marketing and PR campaigns to timely topics, nationally and locally, including
industry leadership and advocacy, health and safety best practices and parenting guidance. Given the importance of online
reviews, we employ a continuous outreach program to families to increase the number of available reviews.

We employ seasonal marketing campaigns to fuel inquiries. Our digital delivery channels include display ads, paid social
media ads and email campaigns to prospective, enrolled and lapsed families. Our websites receive approximately 13 million
visitors annually and we continuously refine our national and individual center landing pages to optimize organic search
traffic and convert paid ad clicks to inquiries. In fiscal 2025, we incurred $23.9 million in advertising costs.

Access operational funding and advance industry advocacy through government programs.

We receive various forms of federal, state, and local governmental funding to support our operations and serve more families
including reimbursements for food costs through the federal Child and Adult Food Care Program as well as grants for capital
purchases, teacher compensation, and other center operating costs. In addition, we proactively work with prospective and
current families to help them access public subsidy funding. As a market leader, we believe we are well positioned to
advocate for continued and increased government support for the broader ECE industry.

Support access to care through specialized subsidy expertise.

The work we do to support low-income families is critically important. In fiscal 2025, revenue generated from families
whose tuition is partially or fully subsidized by amounts received from government agencies comprised 37% of total revenue.

We have a dedicated Subsidy Team that supports families navigating the complex and unique subsidy programs of states and
local governments. This team works with approximately 850 national and local agencies to support our centers and families
secure subsidy funding and efficiently manage complex agency processes.

Strengthen operational excellence and family engagement through technology investments.

We utilize systems and technology to monitor operational performance, support communication with families and facilitate
enrollment. Our proprietary center management platform, OneCMS, supports center operations and provides real-time KPI
tracking and reporting. Our branded mobile application enables ongoing communication between center staff and families.
Our parent portal allows families to enroll and manage their accounts through a mobile-enabled platform. Our websites
support search engine marketing strategies, including regional and center-specific content, and provide information to
families throughout the enrollment process.

Deliver high-quality early learning through a proprietary, research-based curriculum.

We use a proprietary, research-based developmental curriculum across all early education classrooms (our "Early
Foundations curriculum"), designed around expected developmental milestones for children from six weeks through
kindergarten entry and encompassing all core learning domains, including language and literacy, social and emotional
development, cognitive and executive function, physical and motor development and wellness, and the creative arts. The
curriculum is designed to serve children across diverse economic and ethnic backgrounds, including dual language learners,
and emphasizes skill development supported by ongoing assessment and documentation of individual progress. Our Early
Foundations curriculum aligns with industry best practices and is periodically reviewed by external subject-matter experts to
ensure comprehensive content and appropriate sequencing and is supplemented by a proprietary enrichment program for
small-group instruction. We regularly update the curriculum to reflect evolving early childhood education research and the
needs of children and families, including addressing social-emotional development, and utilize technology to support
curriculum delivery, individualized instruction, and progress monitoring.
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Reinforce quality and trust through rigorous, independent accreditation.

We strive to achieve nationally recognized accreditation across all our early learning centers and onsite programs through the
National Accreditation Commission for Early Care and Education Programs and the National Early Childhood Program
Accreditation, which are external, independent accrediting agencies. By law or regulation, accreditation is not required to
operate a center. We voluntarily pursue accreditation to provide parents a mechanism to accurately assess quality by relying
on the objectivity of third-party accreditors. In addition to building the Company’s reputation within the industry and among
our families, accreditation offers the added benefit of enhanced reimbursement rates from states.

Accreditation is a rigorous process. The accreditation process typically takes up to two years as programs are assessed across
numerous standards including relationships with children, families and the community, nutrition and health, teaching
practices, physical environment, and leadership and management.

Demonstrate learning outcomes through independent, research-based assessments.

We utilize third-party research-based assessment tools to evaluate the developmental progress of children in our programs,
including the BRIGANCE study, TerraNova and Ages & Stages Questionnaires. For example, the BRIGANCE study is
administered in both fall and spring to measure student progress. This assessment is administered to children under six years
of age across diverse ethnic and demographic groups through a norm-referenced developmental screen. The BRIGANCE
study has reported two consistent findings in over six years of use in our centers:

• Children enrolled in KinderCare programs are better prepared than their peers. Across ages, gender, income
levels and ethnic backgrounds, children enrolled in KinderCare programs show greater than expected gains from fall
to spring and a significant reduction in learning delays, when compared to the normative sample. Additionally, an
increased percentage of children screen in the gifted range as compared to the normative sample.

• The longer children are enrolled in KinderCare programs, the better the learning outcomes. Longitudinal
studies assessing outcomes based on tenure within our programs consistently demonstrate that children enrolled in
KinderCare programs for over one year significantly outperform children enrolled for less than one year. Notably,
children from lower income or minority populations significantly benefit from our programs.

Human Capital Resources Management

As of January 3, 2026, we employed approximately 43,700 employees, of whom approximately 35,700 were full-time. Our
workforce includes over 42,000 teachers, staff and field team employees and approximately 1,600 employees on our
corporate National Support Center team. None of our employees are represented by labor unions. We believe we maintain
positive working relationships with our employees.

Our human capital strategy focuses on attracting, developing and retaining qualified educators and staff to support consistent
operations and quality standards across our centers and sites. The primary components of our human capital management
approach include culture and values, workforce planning and hiring, employee engagement and retention, training and
professional development, and compensation and benefits.

Culture and Values

Our belief that we are more than just teachers is core to our culture and serves as a guiding principle across all actions we
take. We summarize our calling to impact children and families in our actionable and behavior-based Service Values, which
are shared by all our teams:

• I build great relationships with families;
• I anticipate and quickly resolve parent concerns;
• I genuinely care about every child in my classroom;
• My team works together to make our center warm and welcoming;
• An important part of my job is talking with parents about their children; and
• I respond to the unique needs and interests of every child.
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Workforce Planning and Hiring

We utilize centralized recruiting systems and standardized hiring processes to support hiring at scale across our national
network. Our talent selection process includes a proprietary, research-based assessment tool developed in partnership with
Gallup to evaluate candidate traits associated with high-performing teachers.

We conduct comprehensive background checks consistent with federal and state requirements, including nationwide and state
criminal history checks and reference checks.

New employees participate in a structured onboarding process designed to support compliance with licensing requirements,
introduce operational procedures and reinforce instructional standards.

Employee Engagement and Retention

We measure employee engagement across our organization through regular surveys conducted in partnership with Gallup.
We use survey results to identify operational improvements and leadership development opportunities. We have earned the
Gallup Exceptional Workplace Award ten years in a row and are the first and only early childhood education provider
recognized with this award.

We monitor retention, turnover, internal promotion rates and other workforce metrics to assess organizational stability and
inform workforce planning initiatives.

Training and Professional Development

We provide ongoing professional development opportunities for teachers, center directors and field leaders. Training includes
classroom instruction, virtual learning and periodic professional development days focused on instructional practices,
regulatory compliance and leadership development.

We support career progression within our organization through structured development pathways and advancement
opportunities. In addition, we offer eligible full-time teachers the opportunity to earn their Child Development Associate
(CDA) certification at no cost to the employee

Compensation and Benefits

We offer eligible full-time employees a comprehensive total rewards program that includes competitive wages, health and
wellness benefits, matching 401(k) contributions and life insurance coverage. We periodically review compensation practices
to remain competitive within the labor markets in which we operate.

We also provide discounted tuition for employees’ children enrolled in our centers and onsite programs.

Intellectual Property

We rely on a combination of trademark, patent, copyright and trade secrets, as well as confidentiality and license agreements
and other contractual provisions, to establish and protect our intellectual property rights. We enter into agreements with our
employees and other parties with which we do business to limit access to and disclosure of our technology and other
proprietary information.

Government Regulation

Various aspects of our operations are subject to federal, state and local laws, rules and regulations, any of which may change
from time to time. Laws and regulations affecting our business may change, sometimes frequently and significantly, as a
result of political, economic, social or other events. We do not expect the costs of continuing to comply with applicable laws
and regulations to have a material effect on our business. Some of the federal, state or local laws and regulations that affect us
include but are not limited to:

• consumer product safety, product liability, truth-in-advertising or consumer protection laws;
• labor and employment laws, including wage and hour laws;
• licensing and child care specific regulations;
• tax laws or interpretations thereof, including collection of state sales tax on e-commerce sales;
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• data protection, privacy and security laws and regulations;
• environmental, health and safety laws and regulations;
• trade, anti-bribery, customs or import and export laws and regulations, including collection of tariffs on product

imports; and
• intellectual property laws.

The key areas of government regulation are:

• Licensing and Child Care Centers. Laws, regulations and licensing, and other requirements impacting education,
child care and before- and after-school programs exist at the national, state and local levels, and such laws,
regulations and licensing periodically change. In most jurisdictions where we operate, our child care centers are
required by law to meet a variety of operational requirements, including minimum qualifications and background
checks for our center personnel as well as teacher-to-child ratios and various employment, facility, and health, fire
and safety regulations. Regulations may also impact the design and furnishing of our centers.

• Data Protection, Privacy and Security. As part of our normal business activities, we collect, use, store, process
and transmit personal information with respect to our clients, children, families and employees. Such activities are
subject to a variety of federal and state laws, rules, and regulations. We expect to be required to comply over time
with new and changing laws and regulations, including increasingly rigorous requirements as the regulatory
environment related to data protection, privacy and security continues to expand, such as the increased adoption of
state-based laws.

Seasonality

The results of operations fluctuate due to seasonal variations in our business. Enrollments at centers and before- and after-
school sites are generally higher in the spring and fall back-to-school period and lower during the summer and calendar year-
end holidays when families may be on vacation or utilizing alternative child care arrangements and when sites may
temporarily close for school breaks. As a result, revenue at centers and sites may decline during the third quarter, which
overlaps with most of the summer season. To adapt to the changes in seasonal demand, centers offer summer programs and
Champions offers day camps for school-age children during the summer and calendar year-end holidays.

Available Information

We file or furnish annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission (“SEC”) pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, (the
“Exchange Act”). The SEC maintains a website that contains reports, proxy and information statements, and other
information regarding companies, like KinderCare, that file electronically with the SEC. The address of that site is
http://www.sec.gov.

Our annual, quarterly and current reports, proxy statements and other information we file with or furnish to the SEC are
available free of charge on the Investor Relations section of our website, https://investors.kindercare.com, as soon as
reasonably practicable after such material is electronically filed with or furnished to the SEC.

Additionally, we provide notifications of news or announcements regarding our financial performance, including SEC filings,
investor events, and press and earnings releases as part of our investor relations website. We have used, and intend to
continue to use, our investor relations website as means of disclosing material non-public information and for complying with
our disclosure obligations under Regulation FD. As such, we encourage investors, the media and others to follow the
channels listed above and to review the information disclosed through such channels. Any updates to the list of disclosure
channels through which we will announce information will be posted on the investor relations page on our website. The
contents of our websites are not intended to be incorporated by reference into this Annual Report on Form 10-K or in any
other report or document we file with the SEC. Further, our references to website URLs are intended to be inactive textual
references only.
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Item 1A. Risk Factors

Investing in our common stock involves risks. You should carefully consider the risks described below, together with
all of the other information included in this Annual Report, including our consolidated financial statements and related notes
included in Item 8 of this Annual Report, before making an investment decision. Our business, financial condition and results
of operations could be materially and adversely affected by any of these risks or uncertainties. In that case, the trading price
of shares of our common stock could decline, and you may lose all or part of your investment. The risks and uncertainties
described below are not the only ones we face. Additional risks and uncertainties that we are unaware of or that we currently
see as immaterial may also adversely affect our business.

Risks Related to our Business

Our success depends on our ability to attract and retain families in our centers, schools and programs, and to attract and
retain employers that contract with us for family care benefits for their workforce.

We serve families and their children six weeks to 12 years of age across the United States and a broad range of
demographics and income levels. The success of our business depends on our ability to attract and retain families in our
centers, schools and programs. Our marketing efforts may not be successful in attracting families or in attracting employers
that provide family care benefits to their workforce. Enrollment levels may materially decline over time.

We experience attrition and must continually engage existing families and attract new families in order to maintain
enrollment levels in our centers, sites and programs. Similarly, we must continually engage with existing employers and
promote the value of and utilization of our family care benefits by their workforce, maintain renewals of employer contracts,
and attract new employers in order to maintain onsite employer-sponsored centers and relationships. Maintaining and
growing our enrollment also requires that we develop new consumer-oriented strategies or services to accommodate changing
client, children or parent expectations and preferences around service delivery. Our future success depends on our ability to
continue to meet the evolving needs and expectations of our clients, including enhancing our existing services.

Employers whose employee base does not regularly use our family care benefits may be more likely to decrease or
cancel their arrangements with us. Our contracts with employers for full-service center-based and site-based child care
generally have terms of 10 to 15 years, though some have terms as long as 30 years, with varying terms and renewal and
termination options. Because of the longer term nature of our contracts with employers, we may experience greater
challenges in securing new employers. Employer sponsors have historically reduced their expenditures for benefits related to
family services during economic downturns. The termination or non-renewal of a significant number of contracts or the
termination of a multiple-site or multiple-service client relationship could have a material adverse effect on our business,
financial condition, results of operations or cash flows.

Families may cancel their enrollment at any time after giving proper notification, in accordance with the terms of
their agreement. We may also cancel or suspend enrollment or family care benefits if a family or employer, respectively, fails
to provide payment.

Some of the factors that could lead to a decline in enrollment levels include changing demographics of families,
their perception of our brand, a shift to remote work, changes in spending trends among families and employers, and general
economic conditions, such as inflation, changes in customer behavior as a result of public health or other concerns, market
maturity or saturation, a decline in our ability to deliver quality service at a competitive price, increases in tuition rates or the
cost of our services, direct and indirect competition in our industry and a decline in families’ interest in non-family child care,
among other factors. If we are not successful in optimizing tuition rates or in adding new enrollments in new and existing
centers, sites and programs or adding new employers, growth revenue may suffer

Changes in the demand for child care and workplace solutions, which may be negatively affected by demographic trends
and economic conditions, including unemployment rates, may materially and adversely affect our business, financial
condition and results of operations.

Most of our families are dual-income families or working single parents who require ECE, and we are dependent on
this demographic segment and the economic health of this segment to maintain and grow center revenues. As a result,
changes in demographic trends, including the number of dual-income or working single parent families in the workforce,
changes in the population of families that may use our service in an area, personal disposable income, and birth rates may
impact the demand for our services. Furthermore, our families and the financial resources available to them for our child care
services may be negatively affected by macroeconomic factors in the United States such as high costs of consumer goods
such as may be caused by inflation or tariffs, decline in consumer confidence, high consumer debt, declines in home values,
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increase in unemployment or underemployment, wage deflation, and taxes and tax policy. Demand for our services and
solutions also may be adversely affected by changes in workforce demographics and work-place environments, such as
trends in working in “virtual” or “home” offices, and other issues, such as pandemic, epidemic disease outbreaks and natural
disasters. A shift in workplace demographics where employees work from home on a part- or full-time basis, or a sustained
decrease in the number of women or dual-career households in the workforce, may reduce demand for center-based or site-
based child care or specific center or site locations as well as other service offerings.

Similarly, uncertainty or a deterioration in economic conditions described above may negatively impact employers
and cause these employers not to offer the family care benefits that we provide. This may result in the number of employers
failing to grow at the levels we anticipate or declining. In addition, a reduction in the size of an employer’s workforce could
negatively impact the demand for our services and result in reduced enrollment or failure of our employer clients to renew
their contracts.

A deterioration of general economic conditions or changes in workforce demographics may adversely impact the
need for our services because out-of-work parents may decrease or discontinue the use of child care services, or be unwilling
to pay tuition for high-quality services. Additionally, we may not be able to increase the price for our services at a rate
consistent with increases in our operating costs. If demand for our services were to decrease, it could disrupt our operations
and have a material adverse effect on our business, financial condition and results of operations.

Our business depends largely on our ability to hire and retain qualified teachers and maintain strong employee
engagement.

The provision of child care services is personnel-intensive. Our business depends on our ability to attract, train and
retain the appropriate mix of qualified employees and on effectively implementing and maintaining strong employee
engagement, cultivating an atmosphere of trust, and effectively communicating the value proposition of working for us. The
child care industry traditionally has experienced high turnover rates. In addition, state laws require our teachers and other
staff members to meet certain educational and other minimum requirements, and we often require that teachers and staff at
our centers and sites have additional qualifications. We are also required by state laws to maintain certain prescribed
minimum adult-to-child ratios. If we are unable to hire and retain qualified teachers at a center or site, we could be required
to reduce enrollment or be prevented from accepting additional enrollment in order to comply with such mandated ratios. In
certain markets, we may experience difficulty in attracting, hiring and retaining qualified teachers due to tight labor pools,
health concerns and changes in the work environment, which may require us to offer increased salaries, enhanced benefits
and institute initiatives to maintain strong employee engagement that could result in increased costs. In addition, our business
may be disproportionately impacted compared to other companies that are less dependent upon the in-person provision of
services if a significant percentage of our workforce is unable to work because of, among other things, illness, quarantine,
government restrictions, or difficulty maintaining or retaining staff. Difficulties in attracting, hiring and retaining qualified
personnel may also affect our ability to meet growth objectives in certain geographies and to take advantage of
additional enrollment opportunities at our child care and early education centers and our sites in these markets, which could
negatively impact our business, financial condition and results of operations.

From time to time we may be subject to employee organizing efforts. If some of our employees attempt to unionize,
the terms of any collective bargaining agreement may be significantly different from our current compensation arrangements
and working conditions. Additionally, responding to such organization attempts could distract our management from
performing their various business and operation functions and result in legal or other professional fees. Labor union
representation of a material number of our employees could impact our business, financial condition or results of operations
as a result of additional labor costs, payroll and benefit expenses, new rules and practices or work stoppages.

A permanent shift in workforce demographics and office environments may result in decreased demand for center-based
or site-based child care and have a materially adverse effect on our business, financial condition and results of operations.

During the COVID-19 pandemic, a substantial portion of the workforce, including parents of children we serve at
our centers and sites, transitioned from working in traditional office environments to working in “virtual” or “home” offices.
While many employees have returned to the office, both full-time and through “hybrid” working arrangements, some
employers may maintain a remote or work-from-home presence or may permanently move all or a portion of their workforce
to work remotely. While working parents continue to need child care regardless of their work location, there are no
assurances that parents who work from home will continue to use our centers or sites, or will not require other part-time child
care arrangements that accommodate different working arrangements. A shift in workplace demographics where employees
work from home on a part- or full-time basis, or a sustained decrease in the number of women or dual-career households in
the workforce, may reduce demand for center-based or site-based child care or specific center or site locations as well as
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other service offerings. We may be unable to successfully meet changed client and parent demands and needs, which may
have a material adverse effect on our business, financial condition and results of operations.

We depend on key management and key employees to manage our business.

Our success depends on the efforts, abilities and continued services of our executive officers and other key
employees. We believe future success will depend upon our ability to continue to attract, motivate and retain highly-skilled
managerial, sales and marketing, regional and child care and early education center and site director personnel. We may
experience difficulty in attracting, hiring and retaining corporate staff and key employees. Difficulties in hiring and retaining
key personnel may affect our ability to meet growth objectives and such market pressures may require us to enhance
compensation and benefits, which may increase costs. Failure to retain our leadership team and attract and retain other
important personnel could lead to disruptions in management and operations, which could materially and adversely affect our
business, financial condition and results of operations.

Because our success depends substantially on the value of our brands and reputation as a provider of choice, adverse
publicity could impact the demand for our services.

Our reputation and brand are critical to our business. Adverse publicity concerning reported incidents or allegations
of inappropriate, illegal or harmful acts to a child at any child care center or site, or through a third-party provider, whether or
not directly related to or involving us, could result in decreased enrollment at our child care centers or sites, the termination
of existing corporate relationships, our inability to attract new corporate relationships or increased insurance costs, all of
which could adversely affect our operations. Brand value and our reputation can be severely damaged even by isolated
incidents, particularly if the incidents receive considerable negative publicity or result in substantial litigation. These
incidents may arise from events that are beyond our ability to control, such as instances of abuse or actions taken (or not
taken) by one or more center or site managers or teachers relating to the health, safety or welfare of children in our care. In
addition, from time to time, clients and others make claims and take legal action against us. Whether or not claims have
merit, they may adversely affect our reputation and the demand for our services. Such demand could also diminish
significantly if any such incidents or other matters erode general confidence in us or our services, which would likely result
in lower revenues and could materially and adversely affect our business, financial condition and results of operations. Any
reputational damage could have a material adverse effect on our brand value and our business, which, in turn, could have a
material adverse effect on our business, financial condition and results of operations.

In addition, the widespread use of social media and digital communication platforms has increased the speed at
which information, including allegations, misinformation or negative perceptions, can be disseminated to a broad audience.
Isolated incidents, allegations or claims may be rapidly amplified through social media channels and could result in
significant reputational harm, decreased enrollment, loss of employer relationships or increased regulatory scrutiny. Our
ability to effectively respond to or mitigate the impact of such publicity may be limited, and reputational harm arising from
social media or digital platforms could have a material adverse effect on our business, financial condition and results of
operations.

Significant competition in our industry could adversely affect our results of operations.

We compete for enrollment in our early education centers and sites in a highly-fragmented market, including
residential-based child care operated out of the caregiver’s home and other center-based child care that may include work-site
child care centers, full- and part-time child care centers and preschools, private and public elementary schools and church-
affiliated, government-subsidized and other not-for-profit providers and schools. In addition, alternatives to organized child
care, such as relatives and nannies caring for children, can represent lower cost options to our services. We are often at a
price disadvantage with alternative providers, who operate with little or no rental expense, little or no curriculum expense and
who may not be compelled to comply with the same health, safety, insurance and operational regulations. We believe that our
ability to compete successfully depends on a number of factors, including qualifications of teachers, quality of care, quality
of curriculum, center accreditation, site convenience and tuition pricing. Our inability to remain competitive could cause
decreased enrollment, reduced tuition revenues and/or increased expenses relative to net revenue, which may have an adverse
effect on our business, financial condition and results of operations.

Our profitability depends on our ability to manage our labor costs.

Hiring and retaining key employees and qualified personnel, including teachers, is critical to our business. Labor
costs constitute our largest expense. Because we are primarily a service business, inflationary factors and regulatory changes
that contribute to wage and benefits cost increases may result in significant increases in the costs of running our business.
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Additionally, from time to time, legislative proposals are made or discussed to increase the federal minimum wage
in the United States as well as the minimum wage in a number of states and municipalities. We expect to pay employees at
rates above the minimum wage, and increases in the statutory minimum wage rates could result in a corresponding increase
in the wages and benefits we pay to our employees. Additionally, legislative proposals are also made or discussed to raise the
federal minimum wage and reform entitlement programs, such as health insurance and paid leave programs. If any of these
proposals are successful resulting in an increase in the federal minimum wage or entitlement programs, such an increase
could result in an increase in the wages and benefits we pay. Additionally, competition for teachers in certain markets and
costs of retraining teachers could result in significant increases in the cost of running our business. Our success depends on
our ability to continue to manage these costs, to recoup these costs through revenue increases, and to meet our changing labor
needs while controlling costs.

In the event that we cannot increase the price for our services to cover these higher wage and benefit costs without
reducing family demand for our services, our margins could be adversely affected, which could have a material adverse effect
on our business, financial condition and results of operations as well as our growth.

Our ability to secure affordable real estate leases and renew existing leases on terms acceptable to us may affect our
operating results.

As of January 3, 2026, we lease approximately 1,600 early childhood education centers and have the right to utilize
approximately 1,000 before- and after-school sites located in 41 states and the District of Columbia. Real estate and related
costs are our second largest expense.

We must be able to cost-effectively negotiate or renew our existing center and after-school site leases and facility
use agreements at attractive rental rates. For example, in 2015 we entered into a master lease agreement with KCP RE LLC, a
former affiliate, with respect to approximately 500 of our centers across the United States, for which KCP RE LLC serves as
the lessor. The majority of leases under this master lease expire in 2033 and are extendable at our option for two five-year
periods. A termination of the master lease agreement, changes in the lease economics or other modifications to the lease
could cause material disruption to our business, including, among other things, a significant increase in rental costs and/or
closures of centers. Additionally, if we cannot renew leases for an appropriate term, it may affect enrollment should parents
become concerned with the length of time a center will remain open in a particular location.

In addition to rent, our leases generally provide for additional payments associated with common area maintenance,
real estate, taxes and insurance. In addition, many of our lease agreements have variable lease payments based on an index or
rate, such as consumer price indices, and include rent escalations or market adjustment provisions. In order to operate our
locations on a cost-effective basis, we must ensure that our enrollment and tuition rates are sufficient to cover the lease costs
of our locations. If we are not able to expand enrollment or increase tuition rates commensurate with material increases in
lease expense, our operating results will be negatively affected.

We expect that we would enter into leases or facility use agreements for any new center or after-school site
locations. Our ability to effectively obtain real estate leases and/or facility use agreements to open new centers or locations
depends on the availability of and our ability to identify cost-effective properties that meet our criteria for site convenience,
demographics, square footage, lease economics, licensing regulations and other factors. Many factors may impact our ability
to open or acquire centers in new markets and operate them profitably, such as our ability to gather and assess demographic
and marketing data to determine demand for our centers in the locations we select, our ability to negotiate favorable lease
agreements and/or facility use agreements, our ability to properly assess the profitability of potential new locations, our
ability to successfully rebrand any new centers we acquire and integrate these locations into our existing operations, and our
ability to provide a childcare and education service that is responsive to the needs of the families living in the areas where
new centers are leased. Once we decide on a new market and find a suitable location, any delays in opening or acquiring
centers or sites could impact our financial results. It is possible that events, such as delays in licensing, material shortages,
labor issues, weather delays or other acts of god, or accidents, could delay planned new center or site openings beyond their
expected dates or force us to abandon planned openings altogether. In addition, new locations typically generate lower
operating margins because pre-opening expenses are expensed as they are incurred and because fixed costs, as a percentage
of net sales, are higher. Furthermore, the substantial management time and resources dedicated to expansion may result in
disruption to our existing business operations, which may decrease our profitability.

In certain markets, we may also seek to downsize, consolidate, reposition or close some of our locations, which in
some cases requires a modification to an existing center lease or may result in expenses associated with these activities.
Additionally, when locations are downsized, consolidated, repositioned or closed, we may not be successful in enrolling
families from that location into one of our other locations.
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Failure to secure adequate new locations or successfully modify existing leases or facility use agreements, or failure
to effectively manage rent cost, could have a material adverse effect on our business, financial condition and results of
operations.

Our reliance on third-party vendors and service providers exposes us to operational and cost risks that could adversely
affect our business.

We rely on a number of third-party vendors and service providers to support critical aspects of our operations,
including food services, curriculum materials, school supplies, background screening, payroll and benefits administration,
information technology services, and other operational functions. In some cases, we depend on a limited number of vendors
that operate at a national or regional scale. Any disruption in the services provided by these vendors, including as a result of
financial instability, labor shortages, cybersecurity incidents, supply chain disruptions, or failures to meet contractual or
regulatory requirements, could impair our ability to operate our centers and programs efficiently or in compliance with
applicable standards.

In addition, increased costs imposed by third-party vendors may be difficult to offset through tuition increases or
other pricing adjustments. Our ability to replace vendors on acceptable terms, or at all, may be limited, particularly where
services are highly specialized or subject to regulatory requirements. Any such disruptions or cost increases could have a
material adverse effect on our business, financial condition and results of operation.

Our operating results are subject to seasonal fluctuations.

Our revenue and results of operations fluctuate with the seasonal demand for child care and the other services we
provide. Revenue in our child care centers and sites typically declines during the third quarter due to decreased enrollments
over the summer months. We may be unable to adjust our expenses on a short-term basis to minimize the effect of these
fluctuations in revenue. Our quarterly results of operations may also fluctuate based upon the number and timing of child care
center and site openings and/or closings, the timing of new client service launches, acquisitions, the performance of new and
existing child care and early education centers and sites, the contractual arrangements under which child care centers and
sites are operated, the change in the mix of such contractual arrangements, competitive factors and general economic
conditions. The inability of existing child care centers or sites to maintain their current enrollment levels and profitability,
and the failure of newly opened child care centers or sites to contribute to profitability could result in additional fluctuations
in our future operating results on a quarterly or annual basis.

Our business may be affected by delays, disruptions or reductions in federally funded childcare subsidies or tuition
reimbursements or from reductions in certain federal, state and local government programs.

A portion of our revenue is generated by families whose tuition is partially or fully subsidized by amounts received
from government agencies. Additionally, we receive government assistance from various governmental entities to support the
operations of our early childhood education and care centers and before- and after-school sites, primarily consisting of funds
received for reimbursement of food costs, teacher compensation, and classroom supplies, and in certain cases, as incremental
revenue.

When the federal government funds such programs, it directs funds to state and local governments for specified
purposes, such as full or partial tuition subsidies, funding for certain universal pre-K programs and support for food
programs. Some families depend on these programs to be able to afford to use our centers and we depend on these programs
to offset expenses associated with our operations.

Government assistance programs that benefit our business may be impacted by appropriation lapses, budget cuts,
curtailments, delays, changes in government administrations and leadership, shifts in government priorities, government
responses to emergent issues, changes in program eligibility, general reductions in funding, government shutdowns, as well
as our reputation or relationship with individual federal and state agencies. Additionally, government investigations into our
industry may generate negative publicity and result in reduced assistance from government programs, which could harm our
reputation and our business even if we are not involved in the matters being investigated.

In general, the alteration, reduction, suspension or pause of government assistance programs, particularly those
related to child care, could result in reduced enrollment, reduced revenue and reduced offsets to our operating expenses, as
well as increased operating and compliance costs.
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Governmental universal child care benefit programs could reduce the demand for our services.

Federal, state or local child care and early education benefit programs relying primarily on subsidies in the form of
tuition assistance or tax credits could provide us with opportunities for expansion in new or existing markets. However, a
federal, state or local universal benefit such as preschool, if offered primarily or exclusively through public schools or
nonprofit entities, could be competitive with our programs and reduce the demand for services at our existing centers or sites
and negatively impact the financial and operational model for our remaining programs. Some states and smaller political
subdivisions already offer preschool through programs in which we may or may not participate. If these programs were to
significantly expand or our participation is reduced, it could have an adverse effect on our business, financial condition or
results of operations. Federal, state and local governments have proposed publicly funded universal child care, which could
allow private, for-profit entities to be eligible for participation, but do not necessarily mandate such participation. It is unclear
how previously proposed legislation or future proposals will progress in the current political and fiscal climate, or how states
would implement such programs. Public programs have the ability to either expand or shrink our ability to serve additional
children. The amount of public funding, the rates paid for early education programs, our eligibility to be a provider and the
terms and conditions of the programs can have either a positive or negative effect on our business, financial condition and
results of operations.

Acquisitions present many risks and may disrupt our operations. We also may not realize the financial and strategic goals
that were contemplated at the time of the transaction.

Acquisitions are an important part of our growth strategy and we have made, and intend to continue to make,
acquisitions to add centers or sites, clients or expand into new markets, which may potentially include markets outside of the
United States. We may also consider new service offerings and complementary companies, products or technologies, and
from time to time may enter into other strategic transactions, such as investments and joint ventures. Acquisitions involve
numerous risks, including potential difficulties in the integration of acquired operations, such as bringing new centers or sites
through the re-licensing or accreditation processes, becoming subject to additional regulatory requirements, successfully
implementing our curriculum programs, integration of systems and technology, diversion of management’s attention and
resources in connection with an acquisition and its integration, loss of key employees or key service contract arrangements of
the acquired operations, and failure of acquired operations to effectively and timely adopt our internal control processes and
other policies. In addition, families receiving services from our acquisition targets may be disinclined to continue receiving
services from our organization, resulting in post-closing revenue from acquired operations that is less than anticipated.
Additionally, the acquisition of new service offerings or emerging services may present operational and integration
challenges, particularly with respect to companies that have significant or complex operations or that provide services where
we do not have significant prior experience. With any acquisition, the financial and strategic goals that were contemplated at
the time of the transaction may not be realized due to increased costs, undisclosed liabilities not covered by insurance or by
the terms of the acquisition, write-offs or impairment charges relating to goodwill and other intangible assets, and other
unexpected integration costs. We also may not have success in identifying, executing and integrating acquisitions in the
future. The occurrence of any of these risks could have an impact on our business, financial condition or results of operations,
particularly in the event of a larger acquisition or concurrent acquisitions.

Public health crises and outbreaks of widespread health pandemics or epidemics have in the past and may in the future
adversely impact our business, financial condition and results of operations.

Our operations expose us to risks associated with public health crises and outbreaks of pandemics, epidemics, or
infectious or contagious diseases. For example, the COVID-19 pandemic and the recovery therefrom disrupted our operations
and negatively impacted our business. Another future health crisis could have a serious adverse impact on our business just as
the COVID-19 pandemic and associated containment efforts did. Additionally, outbreaks of infectious diseases in specific
communities in which our centers and programs are located or outbreaks within our locations may adversely impact our
business. These negative impacts may include:

• limits on our ability to provide our services, especially center-based child care and center-based backup child care,
and potential center closures;

• periodic classroom or center closures due to potential exposure, which may impact our reputation or impact parent
or client confidence resulting in reduced demand or the adoption of alternative child care options;

• challenges in staffing our centers due to illness, which may lead to limits on our ability to provide our services, and
potential for decline in retention among our employees;

• increases in our expenses given that we are self-insured for medical benefits provided to our employees;
• reduced or shifting demand for our services due to adverse and uncertain economic and demographic conditions,

including as a result of families or clients that have been adversely impacted, and/or increased unemployment, long-
term shift to an at-home workforce and general effects of a broad-based economic recession or weakening economy
in the affected communities;
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• incremental costs associated with mitigating the effects of a health crisis and additional procedures and protocols
required to maintain health and safety at our centers and sites; and

• legal actions or proceedings related to the health crisis.

These factors could limit our ability to operate effectively, increase our expenses, result in enrollment declines, lead to
employee turnover, and otherwise have a material adverse effect on our business, financial condition and results of
operations. In addition, the recovery from a health crisis may be slow and continue to impact our business even after the
outbreak is contained. The full impact on our business from a public health crisis is difficult to predict and depends on
numerous factors including the duration and extent of the crisis, the extent of imposed or recommended containment and
mitigation measures, and the general economic consequences of such crisis on our clients.

Our business, financial condition and results of operations may be materially and adversely affected by various litigation
and regulatory proceedings.

We are subject to litigation and regulatory proceedings in the normal course of business and likely will become
subject to additional claims in the future. These proceedings have included, and in the future may include, matters involving
personnel and employment issues, workers’ compensation, personal and property injury, disputes relating to acquisitions,
governmental investigations and other proceedings and allegations of inappropriate, illegal or harmful acts to children at our
child care centers or sites or through a third-party provider. We are, have also from time to time been, and in the future may
be, subject to claims and matters alleging negligence, inadequate supervision, illegal, inappropriate, abusive or neglectful
behavior, health and safety, or other grounds for liability arising from injuries or other harm to the people we serve, primarily
children. From time to time, federal, state and local legislations also lengthen statutes of limitation, potentially exposing us to
proceedings for longer periods of time. Some historical and current legal proceedings and future legal proceedings may
purport to be brought as class actions on behalf of similarly situated parties including with respect to employment-related
matters. We cannot be certain of the ultimate outcomes of any such claims, and resolution of these types of matters against us
may result in center closures, license suspensions, significant fines, judgments or settlements, which could materially and
adversely affect our business, financial condition and results of operations, particularly if the fines, judgments and
settlements are uninsured or exceed insured levels. Any such proceeding could damage our reputation, force us to incur
significant expenses in defense of such proceeding or action, distract our management, increase our costs of doing business or
result in the imposition of financial liability.

We have identified a material weakness in our internal control over financial reporting and if we fail to remediate this
material weakness in a timely manner or at all, we may not be able to comply with our financial reporting obligations,
which could expose us to legal and business risks and uncertainties.

As discussed in Part IV, Item 9A of this Annual Report on Form 10-K, we have identified a material weakness in
our internal control over financial reporting as of January 3, 2026. As a result of the material weakness, management has
concluded that our internal control over financial reporting was not effective as of January 3, 2026. While we are actively
engaged in the process of implementing a plan to remediate the identified material weakness, there can be no assurance that
our actions will fully remediate the material weakness in a timely manner, if at all. The implementation of remediation
measures will require validation and testing of the design and operating effectiveness of the respective controls over several
financial reporting cycles. If the actions we take do not sufficiently remediate the material weakness in a timely manner, our
ability to record, process and report financial information accurately could be adversely affected, and there may continue to
be a reasonable possibility that these control deficiencies, or others, could result in a material misstatement of our financial
statements that would not be prevented or detected on a timely basis.

If we are unable to remediate the identified material weakness in a timely manner, or at all, or are otherwise unable
to maintain effective internal control over financial reporting or disclosure controls and procedures in the future, investors
may lose confidence in the accuracy and completeness of our financial reports, the market price of our common stock could
be negatively affected, and we could become subject to stockholder litigation or investigations by the NYSE, the SEC or
other regulatory authorities, which could require additional financial and management resources and harm our reputation. In
addition, our ability to accurately and timely report our financial results could be impaired, which could result in late filings
of our annual and quarterly reports under the Exchange Act, restatements of our financial statements, a decline in our stock
price, failure to comply with the NYSE’s continued listing requirements, which could result in the suspension or delisting of
our common stock from the NYSE, and could in turn have a material adverse effect on our business, financial condition and
results of operations.
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Risks Related to Our Indebtedness, Capital Requirements and Capital Structure

Our substantial indebtedness could adversely affect our ability to obtain capital to fund our operations, limit our flexibility
in operating our business, expose us to interest rate risk to the extent of our variable rate debt, and limit cash flow
available to invest in the ongoing needs of our business.

We had $957.2 million in debt outstanding as of January 3, 2026. As of January 3, 2026, we also had $189.7
million available for borrowing collectively under our Credit Facilities, after giving effect to outstanding letters of credit of
$72.8 million. During the fiscal year ended January 3, 2026, our total interest expense was $84.0 million.

The degree to which we are leveraged now and/or in the future (including due to any additional borrowing) could
have adverse consequences, including the following:

• requiring a portion of cash flow from operations to be dedicated to the payment of principal and interest on our
indebtedness, thereby reducing our ability to use our cash flow to fund our operations, capital expenditures and
future business opportunities;

• limiting our ability to obtain additional financing for working capital, capital expenditures, debt service
requirements, acquisitions, investments and general corporate or other purposes;

• limiting our ability to adjust to changing market conditions and placing us at a competitive disadvantage compared
to our competitors that are less leveraged;

• increasing our vulnerability to general economic and industry conditions; and
• exposing us to the risk of increased interest rates and increased interest rate expense as some of the borrowings

under our Credit Facilities are at variable rates of interest.

Pursuant to our Credit Facilities, we granted a security interest in substantially all of our properties, rights and
assets (including certain equity interests in our subsidiaries). The Credit Facilities contain customary events of default, upon
the occurrence of which, the lenders may accelerate repayment of the outstanding balance. The Credit Facilities also contain
customary affirmative and negative covenants such as limiting our ability to:

• pay dividends on, repurchase, or make distributions in respect of our capital stock or make other restricted
payments;

• incur additional indebtedness or issue certain disqualified stock and preferred stock;
• create liens;
• make investments, loans and advances;
• consolidate, merge, sell or otherwise dispose of all or substantially all of our assets;
• enter into certain transactions with our affiliates;
• prepay certain junior indebtedness; and
• make certain changes to our lines of business.

A failure by us to comply with the Credit Facilities covenants could result in an event of default under the
agreements relating to the Credit Facilities, which would give the lenders the right to terminate their commitments to provide
additional loans under our Credit Facilities and to declare all borrowings outstanding, together with accrued and unpaid
interest to be immediately due and payable. In addition, the lenders would have the right to proceed against the collateral we
granted to them, which consists of substantially all of our assets.

The occurrence of any one of these events could have an adverse effect on our business, financial condition, results
of operations and ability to satisfy our obligations under our indebtedness. In addition, we may incur additional indebtedness
in the future, subject to the terms of our Credit Facilities, which could magnify the risks that we currently face.

We may require additional capital to meet our financial obligations and support business growth, and this capital may not
be available on acceptable terms or at all.

Based on our current plans and market conditions, we believe that cash flows generated from our operations and
borrowing capacity under our Credit Facilities will be sufficient to satisfy our anticipated cash requirements in the ordinary
course of business for at least the next 12 months. However, we intend to continue to make significant investments to support
our business growth and may require additional funds to respond to business challenges. Accordingly, we may need to
engage in equity or debt financings in addition to our Credit Facilities to secure additional funds. If we raise additional funds
through future issuances of equity or convertible debt securities, our existing stockholders could suffer significant dilution,
and any new equity securities we issue could have rights, preferences and privileges superior to those of holders of our
common stock. Any debt financing we secure in the future could include restrictive covenants relating to our capital raising
activities and other financial and operational matters, which may make it more difficult for us to obtain additional capital and
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to pursue business opportunities, including potential acquisitions. We may not be able to obtain additional financing on terms
favorable to us, if at all. If we are unable to obtain adequate financing or financing on terms satisfactory to us when we
require it, our ability to continue to support our business growth and to respond to business challenges could be significantly
impaired, and our business may be harmed.

We are a holding company with no operations of our own, and we depend on our subsidiaries for cash.

We are a holding company and do not have any material assets or operations other than ownership of equity interests
of our subsidiaries. Our operations are conducted almost entirely through our subsidiaries, and our ability to generate cash to
meet our obligations or to pay dividends, if any, is highly dependent on the earnings of, and receipt of funds from, our
subsidiaries through dividends or intercompany loans. The ability of our subsidiaries to generate sufficient cash flow from
operations to allow us and them to make scheduled payments on our debt obligations will depend on their future financial
performance, which will be affected by a range of economic, competitive and business factors, many of which are outside of
our control.

Inadequacy of our insurance coverage or an inability to procure contractually required coverage could have a material
and adverse effect on our business, financial condition and results of operations.

We currently maintain insurance policies for workers’ compensation, general liability, employment practices
liability, automobile liability and other insurance coverage. These policies provide for a variety of coverage and are subject to
various limitations, exclusions and deductibles. There can be no assurance that insurance, particularly coverage for abuse as
well as other coverages, will continue to be readily available in the form or amounts we have been able to obtain in the past
or that our insurance premiums will not materially increase in the future as a consequence of conditions in the insurance
business or in the child care industry. Although we believe we have adequate insurance coverage at this time, claims in
excess of, or not included within, our coverage may be asserted. There can be no assurance of the long-term liquidity of our
insurance carriers with regard to potential claims that may have significantly long statutes of limitations. We are also self-
insured for medical, dental and vision benefits provided to our employees. In addition, we may, in the future, look at options
to meet our risk financing needs. We also provide our insurance carriers letters of credit under our Credit Facilities to support
our self-insurance programs. While we believe we can adequately fund our self-insurance obligations, a significant increase
in claims and/or costs could require us to arrange for financing for payment of those claims, which could have an adverse
effect on our business, financial condition and results of operations.

Impairment of goodwill, other intangible assets or long-lived assets has negatively impacted, and may in the future
negatively impact, our results of operations.

Goodwill and other identifiable intangible assets comprise a substantial portion of our total assets. There is
significant judgment required in the analysis of a potential impairment of goodwill, identified intangible assets and other
long-lived assets. Significant negative industry or economic trends, disruptions to our business, inability to effectively
integrate acquired businesses, unexpected significant changes or planned changes in use of our assets, divestitures or center
closures, and sustained market capitalization declines may lead to impairment of these assets, and the effect of any of these
factors may be magnified by macroeconomic or industry challenges.

As required by applicable accounting standards, we review our goodwill and indefinite-lived intangible assets for
impairment on an annual basis or more frequently if impairment indicators exist. Additionally, our long-lived assets are
tested whenever events and circumstances indicate that an asset group may be impaired. As a result of impairment indicators
identified during the fourth quarter of the fiscal year ended January 3, 2026, including the deterioration of our market
capitalization due to a continued decline in our stock price, we determined that our goodwill was impaired. Additionally,
throughout the fiscal year ended January 3, 2026, triggering events at certain individual centers occurred as a result of
closures and lower-than-expected sales performance at specified centers coupled with reduced forecasted cash flow
projections at these centers, resulting in the impairment testing of certain long-lived assets, including property and equipment
and lease right-of-use assets. See Note 7 and Note 15 to the consolidated financial statements in Item 8 of this Annual Report
on Form 10-K for additional information regarding the Company’s impairment testing and impairments, including goodwill
impairment charges of $178.0 million recognized during the fourth quarter of the fiscal year ended January 3, 2026.

Future determinations of significant write-offs of goodwill, indefinite-lived intangible assets or long-lived assets, as
a result of an impairment test or any accelerated amortization or depreciation of long-lived assets, could materially and
adversely affect our business, financial condition and results of operations.
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Risks Related to Intellectual Property, Information Technology and Data Privacy and Security

If we are unable to adequately protect our intellectual property rights, our business, financial condition and results of
operations may be materially and adversely affected.

Our success depends in large part on our ability to protect our intellectual property rights, including those rights in
our brands and our ability to build and maintain brand loyalty. Our company’s brands and our curriculum are valuable assets
that serve to differentiate us from our competitors. If we cannot protect our intellectual property rights or our brand identity,
the goodwill we created for our company may diminish, causing our sales to decline.

We currently rely on a combination of trademark, patent, copyright, trade secrets and unfair competition laws, as
well as confidentiality and license agreements and other contractual provisions, to establish and protect our intellectual
property rights. These laws are subject to change at any time and certain agreements may not be fully enforceable, which
could restrict our ability to protect our intellectual property rights, including our brands and curriculum. Such means also may
afford only limited protection of our intellectual property rights and we cannot assure you that the steps taken by us to protect
our intellectual property rights will be adequate to: (i) prevent or deter infringement, misappropriation or other violation of
our trademarks, copyrights or other intellectual property rights by others; (ii) prevent others from independently developing
services similar to, or duplicative of, ours; or (iii) permit us to gain or maintain a competitive advantage.

We may not be able to secure additional rights in our intellectual property as we expand our services and
geographic scope. Further, our existing intellectual property rights may be challenged, invalidated, circumvented or rendered
unenforceable. If we fail to obtain additional intellectual property rights or our existing intellectual property rights are
rendered invalid or unenforceable, or narrowed in scope, the coverage of such intellectual property rights afforded our brands
and services could be impaired. Such impairment could impede our ability to market our services, negatively affect our
competitive position and harm our business and operating results. Additionally, the unauthorized use, infringement,
misappropriation or other violation of our intellectual property could damage our brand identity and the goodwill we have
created for our company, which could cause our sales to decline.

We cannot guarantee that the operation of our business does not, and will not in the future, infringe, misappropriate
or violate the rights of third parties, and from time to time we may be subject to claims of infringement, misappropriation or
other violation of intellectual property rights and related litigation. Litigation may also be necessary to protect or enforce our
intellectual property rights, or to defend against third-party claims. Any such litigation, regardless of merit, is inherently
uncertain and can be time-consuming and result in substantial costs and diversion of our resources, causing a material and
adverse effect on our business, financial condition and results of operations. If we are found to infringe, misappropriate or
violate the rights of a third-party, we may be forced to stop offering, or to rebrand or redesign, certain products or services, to
pay damages or royalties, and to enter into licensing agreements, which may not be available on commercially reasonable
terms, or at all.

We rely significantly on the use of information technology, as well as those of our third-party service providers. Any
significant failure, inadequacy, interruption or data security incident of our information technology systems, or those of
our third-party service providers, could disrupt our business operations, which could have a material adverse effect on our
business, prospects, results of operations, financial condition and/ or cash flows.

We rely extensively on various information technology systems, including data centers, hardware and software and
applications to manage many aspects of our business and the success of our operations depends upon the secure transmission
of confidential and personal information over public networks, including the use of cashless payments. In particular, we are
heavily dependent upon our mobile application and website platform as a means of growing user engagement and perception
of our brand. Our mobile application is hosted by a third-party and supported by another outside development firm. In
addition, kindercare.com, our website platform, is hosted on an Infrastructure-as-a-Service solution provided to us by a third-
party’s cloud platform. Any compromises, shutdowns, failures or interruption of our mobile application, website hosting
platform, payment processing application, or any of our computer and information technology systems, incidents or failures
experienced by our third-party service providers including any of our computer and information technology systems managed
thereby, could intentionally or inadvertently lead to delays in our business operations or harm our ability to serve our clients
and families through these channels, which could adversely affect our business, financial condition and results of operations.

Our information technology systems may be subject to damage or interruption from telecommunications problems,
data corruption, software errors, fire, flood, global pandemics and natural disasters, power outages, systems disruptions,
system conversions and/or human error. Our existing safety systems, data backup, access protection, user management and
information technology emergency planning may not be sufficient to prevent data loss or long-term network outages. In
addition, we may have to upgrade our existing information technology systems or choose to incorporate new technology
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systems from time to time in order for such systems to support the increasing needs of our expanding business. Costs and
potential problems and interruptions associated with the implementation of new or upgraded systems and technology or with
maintenance or adequate support of existing systems could disrupt or reduce the efficiency of our operations.

In addition, as part of our normal business activities, we collect and store certain confidential information,
including personal information with respect to clients and employees, as well as information related to intellectual property,
and the success of our business depends on the secure transmission of confidential and personal data over public networks,
including the use of cashless payments. We may share some of this information with third-party service providers who assist
us with certain aspects of our business. Any failure on the part of us or our third-party service providers to maintain the
security of this confidential data and personal information, including via the penetration of our network security (or those of
our third-party service providers) and the misappropriation of confidential and personal information, could result in business
disruption, damage to our reputation, financial obligations to third parties, fines, penalties, regulatory proceedings and private
litigation, any or all of which could result in the Company incurring potentially substantial costs. Such events could also
result in the deterioration of confidence in the Company by employees and clients and cause other competitive disadvantages.

Security incidents compromising the confidentiality, integrity and availability of our confidential or personal
information and our third-party service providers’ information technology systems could result from cyberattacks, computer
malware, viruses, social engineering (including spear phishing and ransomware attacks), credential stuffing, supply chain
attacks, efforts by individuals or groups of hackers and sophisticated organizations, including state-sponsored organizations,
errors or malfeasance of our personnel and security vulnerabilities in the software or systems on which we and our third-party
service providers rely. The techniques used by criminals to obtain unauthorized access to systems or sensitive data change
frequently, are constantly evolving and often are not recognized until after being launched against a target, and accordingly,
we may be unable to anticipate these techniques or implement adequate preventative measures and there may be a significant
delay between the initiation of an attack on our information technology systems and our recognition of the attack. Thus, a
disruption, cyberattack or other security breach of our information technology systems or infrastructure, or those of our third-
party service providers, may go undetected for an extended period and could result in the theft, transfer, unauthorized access
to, disclosure, modification, misuse, loss or destruction of our employee, representative, client, vendor, consumer and/or
other third-party data, including sensitive or confidential data, personal information and/or intellectual property. While we
have taken measures designed to protect the security of the confidential and personal information under our control, we
cannot assure you that any security measures that we or our third-party service providers have implemented will be effective
against current or future security threats.

Additionally, new or changing risk profiles related to data security could require that we expend significant
additional resources to enhance our information security systems. Several recent, highly publicized data security breaches at
other companies have heightened consumer awareness of this issue and may embolden individuals or groups to target our
systems or those of third parties with which we do business. In addition, our information systems are a target of cyberattacks,
although the incidents that we have experienced to date have not had a material effect. If we suffer a material loss or
disclosure of personal or confidential information as a result of a breach of our information technology systems, including
those of our third-party service providers, we may suffer reputational, competitive and/or business harm, incur significant
costs and be subject to government investigations, litigation, fines and/or damages, which could have a material adverse
effect on our business, prospects, results of operations, financial condition and/or cash flows. Moreover, while we maintain
cyber insurance that may help provide coverage for these types of incidents, we cannot assure you that our insurance will be
adequate to cover costs and liabilities related to these incidents.

Any failure on the part of us or third parties with which we do business to maintain the security of our personal,
sensitive or confidential data, including via the penetration of our network and the misappropriation of confidential and
personal information, as well as a failure to promptly remedy any security incident events should they occur, could
compromise our systems, and the information stored in our systems could be accessed, publicly disclosed, lost, stolen or
damaged. Any such circumstance could adversely affect our ability to attract and maintain clients, cause us to suffer negative
publicity, and subject us to legal claims and liabilities or regulatory penalties or cause us to suffer competitive disadvantages,
and thus have a material and adverse impact on us. Investigations into a data breach, including how it occurred, its
consequences and our responses, by state and federal agencies could, among other adverse outcomes, lead to fines, other
monetary relief and/or injunctive relief that could materially increase our data security costs, adversely impact how we
operate our information systems and collect and use client information, and put us at a competitive disadvantage with other
retailers. For example, some laws, such as state privacy laws like the California Consumer Privacy Act, create a private right
of action for certain data breaches. Further, defending a suit, regardless of its merit, could be costly, divert management
attention and harm our reputation. The successful assertion of one or more large claims against us could adversely affect our
reputation, business, financial condition, revenues, results of operations or cash flows. Furthermore, payment card networks
with payment cards impacted by a data breach may pursue claims against us, either directly or through our acquiring banks.
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Finally, any material disruption or slowdown of our systems or those of our third-party service providers and business
partners, could have a material adverse effect on our business, financial condition and results of operations.

Our actual or perceived failure to comply with stringent and evolving laws, regulations, rules, contractual obligations,
policies, and other obligations related to data privacy and security may materially and adversely affect us.

In the ordinary course of our business, we and the third parties upon which we rely, may collect, receive, store,
process, generate, use, transfer, disclose, make accessible, protect, secure, dispose of, transmit, and share (collectively,
“process”) personal data and other sensitive information, including information about our clients’ children, families and
employees.

Our data processing activities may subject us to numerous data privacy and security requirements, such as various
laws, regulations, guidance, industry standards, external and internal privacy and security policies, contractual requirements,
and other obligations relating to data privacy and security. Federal, state, and local laws impacting us govern, among other
matters, data breach notification laws, personal data privacy laws, financial privacy laws, laws regarding process of data
regarding credit and debit cards, consumer protection laws (such as laws relating to telemarketing activity and other
communication with consumers by phone, fax or text message), and laws regarding the collection of information about or
from children (such as Children’s Online Privacy Protection Act). These data privacy and security requirements may be
interpreted and applied in a manner that is inconsistent from one jurisdiction to another or may conflict with other
requirements or our practices. As a result, we may not comply, or may not comply in the future, with all data privacy and
security requirements applicable to us.

In addition, federal and state legislative and regulatory bodies may expand current laws or regulations, enact new
laws or regulations or issue revised rules or guidance regarding privacy, data protection, consumer protection and advertising.
Changes to the laws, regulations, and guidelines relating to processing of information about our clients’ children, families and
employees, including those already adopted and those that may in the future be adopted, their interpretation or the manner in
which they are enforced, could render our current business practices non-compliant or make compliance more difficult or
expensive. For example, in the last several years, 20 U.S. states have enacted comprehensive data privacy laws, led by
California (California Consumer Privacy Act / California Privacy Rights Act), with other states including Colorado,
Connecticut, Florida, New Jersey, Oregon, Texas, Utah and Virginia. Additional states have bills actively under
consideration in their legislatures. These developments may further complicate our compliance efforts, and may increase
legal risk and compliance costs for us and the third parties upon whom we rely.

Obligations related to data privacy and security are quickly changing, becoming increasingly stringent, and creating
regulatory uncertainty. Additionally, these obligations may be subject to differing applications and interpretations, which
may be inconsistent or conflict among jurisdictions. Preparing for and complying with these obligations requires us to devote
significant resources. These obligations may necessitate changes to our services, information technologies, systems, and
practices and to those of any third parties that process personal data on our behalf. We may at times fail (or be perceived to
have failed) in our efforts to comply with our data privacy and security obligations. Moreover, despite our efforts, our
personnel or third parties on whom we rely on may fail to comply with such obligations, which could negatively impact our
business operations. If we or the third parties on which we rely fail, or are perceived to have failed, to address or comply with
applicable data privacy and security obligations, we could face significant consequences, including but not limited to:
government enforcement actions (e.g., investigations, fines, penalties, audits, inspections, and similar); litigation (including
class-action claims); additional reporting requirements and/or oversight; bans on processing personal data; and orders to
destroy or not use personal data. Any of these events could have a material adverse effect on our reputation, business, or
financial condition, including but not limited to: loss of clients; inability to process personal data or to operate in certain
jurisdictions; limited ability to develop or commercialize our services; expenditure of time and resources to defend any claim
or inquiry; adverse publicity; or substantial changes to our business model or operations.

Use and storage of paper records increases risk of loss, destruction and could increase human error with respect to
documentation.

We continue to rely on the use of paper records, which are initially stored onsite at our centers. Paper records are
more susceptible to human error both in terms of accurately capturing client information, as well as with respect to
misplacing or losing the same. There is no duplicate or backup copy of the paper records and in the event of a flood, fire,
theft or other adverse event, the records, and all relevant client information or information about our clients’ families could be
lost or destroyed. Paper records do not allow for a number of the benefits of electronic records systems, including features
designed to improve privacy, security, accuracy and accessibility of such records. This may create more risk for us to the
extent it could lead to breaches of client privacy.
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Our collection, use, storage, disclosure, transfer and other processing of personal information could give rise to
significant costs and liabilities, including as a result of governmental regulation, uncertain or inconsistent interpretation
and enforcement of legal requirements or differing views of personal privacy rights, which may have a material adverse
effect on our reputation, business, financial condition and results of operations.

As part of our normal business activities, we collect, use, store, process and transmit personal information with
respect to our clients' children, families and employees. We share some of this personal information with vendors who assist
us with certain aspects of our business. A variety of federal and state laws, regulations industry self-regulatory principles,
industry standards or codes of conduct, and regulatory guidance, relating to privacy, data protection, marketing and
advertising, and consumer protection apply to the collection, use, retention, protection, disclosure, transfer and other
processing of certain types of data. These requirements of such laws, regulations, industry self-regulatory principles, industry
standards or codes of conduct, and regulatory guidance may be interpreted and applied in a manner that is inconsistent from
one jurisdiction to another or may conflict with other rules or our practices. As a result, our practices may not have complied
in the past, or may not comply in the future, with all such laws, regulations, standards, requirements and obligations. Any
failure, or perceived failure, by us to comply with our posted privacy policies or with any federal or state privacy or
consumer protection-related laws, regulations, industry self-regulatory principles, industry standards or codes of conduct,
regulatory guidance, or orders to which we may be subject or other legal obligations relating to privacy or consumer
protection could adversely affect our reputation, brand and business, and may result in claims, fines, penalties, proceedings or
actions against us by governmental entities, clients, suppliers or others or other liabilities or may require us to change our
operations and/or cease using certain data.

In addition, various federal and state legislative and regulatory bodies, or self-regulatory organizations, may expand
current laws or regulations, enact new laws or regulations or issue revised rules or guidance regarding privacy, data
protection, consumer protection and advertising, and as the regulatory environment related to information security, data
collection and use and privacy becomes increasingly rigorous, with new and changing requirements applicable to our
business. For example, the CCPA, which came into effect in 2020, increases privacy rights for California consumers and
imposes obligations on companies that process their personal information. Among other things, the CCPA gives California
consumers expanded rights related to their personal information, including the right to access and delete their personal
information and receive detailed information about how their personal information is used and shared. The CCPA also
provides California consumers the right to opt-out of certain sales of personal information and may restrict the use of cookies
and similar technologies for advertising purposes. The CCPA prohibits discrimination against individuals who exercise their
privacy rights, and provides for civil penalties for violations enforceable by the California Attorney General as well as a
private right of action for certain data breaches that result in the loss of personal information. This private right of action is
expected to increase the likelihood of, and risks associated with, data breach litigation. Many of the CCPA’s requirements as
applied to personal information of a business’s personnel and related individuals are subject to a moratorium that expired on
January 1, 2023. The expiration of the moratorium may increase our compliance costs and our exposure to public and
regulatory scrutiny, costly litigation, fines and penalties. Additionally, in November 2020, California passed the California
Privacy Rights Act (the “CPRA”), which expanded the CCPA significantly, including by expanding California consumers’
rights with respect to certain personal information and creating a new state agency to oversee implementation and
enforcement efforts, potentially requiring us to incur additional costs and expenses in an effort to comply. Many of the
CPRA’s provisions became effective on January 1, 2023. The costs of compliance with, and the other burdens imposed by,
these and other laws or regulatory actions may increase our operational costs and/or result in interruptions or delays in the
availability of systems.

Moreover, other states have passed, or may in the future pass, comprehensive privacy laws that impose, or may in
the future impose, obligations similar to or more stringent than those we face under other data protection laws. Once such
laws become enforceable, we must comply with each if our operations fall within the scope of these newly enacted
comprehensive mandates, which may increase our compliance costs and potential liability. Similar laws have been proposed
at the federal level, reflecting a trend toward more stringent privacy legislation in the United States. Additional state and
federal legislation may add additional complexity, variation in requirements, restrictions and potential legal risk, require
additional investment in resources to compliance programs, could impact strategies and availability of previously useful data,
and could result in increased compliance costs and/or changes in business practices and policies.

Our communications with our clients are subject to certain laws and regulations, including the Controlling the
Assault of Non-Solicited Pornography and Marketing (“CAN-SPAM”) Act of 2003, the Telephone Consumer Protection Act
of 1991 (the “TCPA”), and the Telemarketing Sales Rule and analogous state laws, that could expose us to significant
damages awards, fines and other penalties that could materially impact our business. For example, the TCPA imposes various
consumer consent requirements and other restrictions in connection with certain telemarketing activity and other
communication with consumers by phone, fax or text message. The CAN-SPAM Act and the Telemarketing Sales Rule and
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analogous state laws also impose various restrictions on marketing conducted use of email, telephone, fax or text message.
As laws and regulations, including Federal Trade Commission ("FTC") enforcement, rapidly evolve to govern the use of
these communications and marketing platforms, the failure by us, our employees or third parties acting at our direction to
abide by applicable laws and regulations could adversely impact our business, financial condition and results of operations or
subject us to fines or other penalties.

We are also subject to the Children’s Online Privacy Protection Act (“COPPA”), which applies to operators of
commercial websites and online services directed to U.S. children under the age of 13 that collect personal information from
children, and to operators of general audience websites with actual knowledge that they are collecting information from U.S.
children under the age of 13. We collect certain personal information about children from their parents or guardians. COPPA
is subject to interpretation by courts and other governmental authorities, including the FTC, and the FTC is authorized to
promulgate, and has promulgated, revisions to regulations implementing provisions of COPPA, and provides non-binding
interpretive guidance regarding COPPA that changes periodically with little or no public notice. Although we strive to ensure
that our business and mobile application are compliant with applicable COPPA provisions, these provisions may be modified,
interpreted or applied in new manners that we may be unable to anticipate or prepare for appropriately, and we may incur
substantial costs or expenses in attempting to modify our systems, platform, applications or other technology to address
changes in COPPA or interpretations thereof. If we fail to accurately anticipate the application, interpretation or legislative
expansion of COPPA we could be subject to governmental enforcement actions, litigation, fines and penalties or adverse
publicity and we could be in breach of our clients contracts and our clients could lose trust in us, which could harm our
reputation and business.

Further, some laws may require us to notify governmental authorities and/or affected individuals of data breaches
involving certain personal information or other unauthorized or inadvertent access to or disclosure of such information. We
may need to notify governmental authorities and affected individuals with respect to such incidents. For example, laws in all
50 U.S. states may require businesses to provide notice to consumers whose personal information has been disclosed as a
result of a data breach. These laws are not consistent, and compliance in the event of a widespread data breach may be
difficult and costly. We also may be contractually required to notify consumers or other counterparties of a security breach.
Regardless of our contractual protections, any actual or perceived security breach or breach of our contractual obligations
could harm our reputation and brand, expose us to potential liability or require us to expend significant resources on data
security and in responding to any such actual or perceived breach.

In addition to government regulation, privacy advocates and industry groups have proposed, and may propose in the
future, self-regulatory standards. These and other industry standards may legally or contractually apply to us, or we may elect
to comply with such standards. If we fail to comply with these contractual obligations or standards, we may face substantial
liability or fines.

We make public statements about our use and disclosure of personal information through our privacy policies that
are posted on our websites. The publication of our privacy policies and other statements that provide promises and assurances
about data privacy and security can subject us to potential government or legal action if they are found to be deceptive, unfair
or misrepresentative of our actual practices.

In addition, the FTC expects a company’s data security measures to be reasonable and appropriate in light of the
sensitivity and volume of consumer information it holds, the size and complexity of its business, and the cost of available
tools to improve security and reduce vulnerabilities. Our failure to take any steps perceived by the FTC as appropriate to
protect clients’ personal information may result in claims by the FTC that we have engaged in unfair or deceptive acts or
practices in violation of Section 5(a) of the FTC Act. State consumer protection laws provide similar causes of action for
unfair or deceptive practices for alleged privacy, data protection and data security violations.

Further, we are subject to the Payment Card Industry Data Security Standard (“PCI-DSS”), a security standard
applicable to companies that collect, store or transmit certain data regarding credit and debit cards, holders and transactions.
We rely on vendors to handle PCI-DSS matters and to ensure PCI-DSS compliance. Despite our compliance efforts, we may
become subject to claims that we have violated the PCI-DSS based on past, present and future business practices. Our actual
or perceived failure to comply with the PCI-DSS can subject us to fines, termination of banking relationships and increased
transaction fees. In addition, there is no guarantee that PCI-DSS compliance will prevent illegal or improper use of our
payment systems or the theft, loss or misuse of payment card data or transaction information.

Each privacy, security and data protection law and regulation, and any changes or new laws or regulations, could
impose significant limitations, require changes to our business, or restrict our use or storage of personal information, which
may increase our compliance expenses and make our business more costly or less efficient to conduct and failure to comply
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with such laws and regulations could result in significant penalties and damages, each of which could materially and
adversely affect our reputation, business, financial condition and results of operations.

We recently implemented cloud computing arrangements and may experience issues with the transition or the new
arrangements may prove ineffective.

We recently implemented new cloud computing arrangements to enhance our enterprise resource planning system
and streamline our operations and corporate functions. These systems are crucial for executing our strategy, providing
essential information to management, maintaining accurate books and records, preparing timely consolidated financial
statements and fulfilling contractual obligations. As we continue to transition to these new systems, we may experience
disruptions in our business if the systems do not function as intended or if unforeseen challenges arise during the
implementation. Such disruptions may impact our ability to process payments accurately and on time to our service
providers, as well as our capability to invoice and collect payments from our customers. Moreover, the implementation of
these systems may uncover or create data integrity issues or other technical problems that could negatively impact our
business or financial results. Furthermore, periodic or prolonged disruptions in our financial functions could occur due to the
adoption of these new systems, general usage, regular updates or other external factors beyond our control. If unexpected
issues arise with either system or related technology infrastructure, our business, financial condition and results of operations
could be adversely affected. Additionally, if we are unable to effectively implement these systems as planned or if any
component of the systems does not operate as intended, the effectiveness of our internal control over financial reporting could
be adversely affected, or our ability to assess it adequately could be delayed.

Risks Related to our Common Stock

Our stock price may be volatile, which could cause you to lose a significant part of your investment.

The trading price of our common stock has been and may continue to be subject to wide fluctuations. Our stock
price may fluctuate in response to a number of events and factors, such as quarterly variations in operating results,
announcements by us or our competitors, changes in financial estimates and recommendations by securities analysts, the
operating and stock price performance of other companies that investors may deem comparable to us, new reports relating to
trends in our industry, or changes in general economic conditions. In addition, although our common stock is listed on the
New York Stock Exchange, our common stock has at times experienced low trading volume in the past. Limited trading
volume subjects our common stock to greater price volatility and may make it difficult for our stockholders to sell shares at
an attractive price, as well as expose us to securities class action litigation.

In addition, securities markets worldwide have experienced, and are likely to continue to experience, significant
price and volume fluctuations that affect the market prices for companies in general, and newer public companies like us in
particular. This market volatility, as well as general economic, market or political conditions, could subject the market price
of our shares to wide price fluctuations regardless of our operating performance. Further, any failure by us to meet or exceed
the expectations of financial analysts or investors is likely to cause a decline in our common stock price. Further, recent
industry and economic conditions have resulted in significant fluctuations in stock prices for many companies, including
KinderCare. We cannot predict when the stock markets and the market for our common stock may stabilize.

Because Partners Group owns a significant percentage of our common stock, it controls major corporate decisions and its
interests may conflict with your interests as an owner of our common stock and our interests.

We are controlled by Partners Group and its affiliates (“PG”), which beneficially owns an aggregate of
approximately 70% of our common stock as of January 3, 2026. As a result, PG controls any action requiring the general
approval of our stockholders, including the election of our board of directors, the adoption of amendments to our certificate
of incorporation and bylaws, and the approval of any merger or sale of substantially all of our assets. So long as PG continues
to directly or indirectly own a significant amount of our equity, even if such amount is less than a majority of the voting
power of our outstanding common stock, PG will continue to be able to substantially influence the outcome of votes on all
matters requiring approval by the stockholders. The interests of PG could conflict with or differ from our interests or the
interests of our other stockholders. For example, the concentration of ownership held by PG could delay, defer or prevent a
change of control of our Company or impede a merger, takeover or other business combination that may otherwise be
attractive to us or our other stockholders.

We have also entered into a Stockholders Agreement with PG and certain other stockholders dated October 8,
2024, giving PG certain contractual rights. Under the Stockholders Agreement, PG also has specified board representation
rights, rights to require that its nominees serve on each of the board committees, governance rights and other rights, including
the right to nominate designees to our board of directors on a sliding scale based on PG’s ownership of our common stock.
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For example, as the beneficial owner of more than 50% of our common stock, PG is entitled to nominate the lowest whole
number of directors that is greater than 50% of the total number of directors. This means that PG is entitled to nominate, and
as a stockholder could cause the election of, a majority of our board of directors. The Stockholders Agreement also provides
that so long as PG owns at least 25% of our outstanding common stock, PG’s consent will be required for us to (i) terminate,
hire or appoint a chief executive officer, (ii) issue additional equity interests in our company or subsidiaries, subject to certain
exceptions, (iii) other than in the ordinary course of business with vendors, customers and suppliers, enter into or effect any
significant acquisition, and (iv) incur indebtedness for borrowed money aggregating to more than $100 million, subject to
certain exceptions. These contractual rights give PG and director nominees control over our board of directors and certain
major decisions. The interests of PG in exercising its contractual rights could conflict with or differ from our interests or the
interests of our other stockholders.

Additionally, PG is in the business of making investments in companies and may from time to time acquire and hold
interests in businesses that compete directly or indirectly with us or supply us with goods and services. PG may also
pursue acquisition opportunities that may be complementary to our business and, as a result, those acquisition opportunities
may not be available to us. Stockholders should consider that the interests of PG may differ from their interests in material
respects

We are a “controlled company” within the meaning of the NYSE rules and, as a result, will qualify for, and may rely on,
exemptions from certain corporate governance requirements.

Because PG controls a majority of our outstanding common stock, we are a “controlled company” under the
applicable rules of the NYSE. As a controlled company, we are permitted to elect not to comply with certain corporate
governance requirements of the NYSE, including the requirements that:

• a majority of our board of directors consist of independent directors;
• we have a nominating/corporate governance committee that is comprised entirely of independent directors with a

written charter addressing the committee’s purpose and responsibilities;
• we have a compensation committee that is comprised entirely of independent directors with a written charter

addressing the committee’s purpose and responsibilities; and
• we conduct an annual performance evaluation of the nominating and corporate governance and compensation

committees.

These requirements will not apply to us as long as we remain a controlled company. We have currently elected not
to rely on the exemptions above, however we may choose to do so at any time. Accordingly, you may not have the same
protections afforded to stockholders of companies that are subject to all of the corporate governance requirements of the
NYSE.

Sales of a substantial number of shares of our common stock in the public market by our existing stockholders could
cause our stock price to fall.

Sales of a substantial number of shares of our common stock in the public market or the perception that these sales
might occur, could depress the market price of our common stock and could impair our ability to raise capital through the
sale of additional equity securities. As of January 3, 2026, holders of approximately 73% of our outstanding common stock
have rights pursuant to a registration rights agreement, subject to certain conditions, to require us to file registration
statements for the public sale of their shares or to include their shares in registration statements that we may file for ourselves
or other stockholders. If our existing stockholders sell, or indicate an intention to sell, substantial amounts of our common
stock in the public market, including through their exercise of their rights under the registration rights agreement, the price of
our common stock could substantially decline. Furthermore, if PG or our executive officers and directors were to sell a
substantial portion of the shares they hold, it could cause the price of our common stock to decline. Any sales of securities by
these stockholders could have a material and adverse effect on the trading price of our common stock.

Some provisions of our governing documents and Delaware law may have anti-takeover effects that could discourage an
acquisition of us by others, even if an acquisition would be beneficial to our stockholders, and may prevent attempts by
our stockholders to replace or remove our current management.

Provisions in our third amended and restated certificate of incorporation, our amended and restated bylaws, the
Stockholders Agreement and the Delaware General Corporation Law (the "DGCL") could make it more difficult for a third
party to acquire us or increase the cost of acquiring us, even if doing so would benefit our stockholders, including
transactions in which stockholders might otherwise receive a premium for their shares. These provisions include:

• establishing a classified board of directors such that not all members of the board are elected at one time;
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• allowing the total number of directors to be determined exclusively (subject to the rights of holders of any series of
preferred stock to elect additional directors) by resolution of our board of directors and granting to our board the sole
power (subject to the rights of holders of any series of preferred stock or rights granted to certain stockholders
pursuant to our third amended and restated certificate of incorporation and the Stockholders Agreement) to fill any
vacancy on the board;

• providing that directors may only be removed for cause and only by the affirmative vote of at least two-thirds of the
confirmed voting power of our stock entitled to vote in the election of directors if PG ceases to own, in the
aggregate, more than 50% of the voting power of our stock entitled to vote generally in the election of directors;

• authorizing the issuance of “blank check” preferred stock by our board of directors, without further stockholder
approval, to thwart a takeover attempt;

• prohibiting stockholder action by written consent (and, thus, requiring that all stockholder actions be taken at a
meeting of our stockholders), if PG ceases to own, in the aggregate, more than 50% of the voting power of our stock
entitled to vote generally in the election of directors;

• eliminating the ability of stockholders to call a special meeting of stockholders, except for PG, so long as PG owns,
or in the aggregate, at least 25% of the voting power of our stock entitled to vote generally in the election of
directors;

• establishing advance notice requirements for nominations for election to the board of directors or for proposing
matters that can be acted upon at annual stockholder meetings; and

• requiring the approval of the holders of at least two-thirds of the voting power of all outstanding stock entitled to
vote thereon, voting together as a single class, to amend or repeal our third amended and restated certificate of
incorporation or amended and restated bylaws if PG ceases to own, in the aggregate, more than 50% of the voting
power of our stock entitled to vote generally in the election of directors.

Further, while we have opted out of Section 203 of the DGCL, our third amended and restated certificate of
incorporation contains similar provisions providing that we may not engage in certain “business combinations” with any
“interested stockholder” for a three-year period following the time that the stockholder became an interested stockholder,
unless:

• prior to such time, our board of directors approved either the business combination or the transaction that resulted in
the stockholder becoming an interested stockholder;

• upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the
interested stockholder owned at least 85% of our voting stock outstanding at the time the transaction commenced,
excluding certain shares; or

• at or subsequent to that time, the business combination is approved by our board of directors and by the affirmative
vote of holders of at least two-thirds of our outstanding voting stock that is not owned by the interested stockholder.

Generally, a “business combination” includes a merger, asset or stock sale or other transaction provided for or
through us resulting in a financial benefit to the interested stockholder. Subject to certain exceptions, an “interested
stockholder” is a person who owns 15% or more of our outstanding voting stock and the affiliates and associates of such
person. For purposes of this provision, “voting stock” means any class or series of stock entitled to vote generally in the
election of directors. PG and any of its direct or indirect designated transferees (other than in certain market transfers) and
any group of which such persons are a party do not constitute “interested stockholders” for purposes of this provision.

Under certain circumstances, this provision will make it more difficult for a person who qualifies as an “interested
stockholder” to effect certain business combinations with us for a three-year period. This provision may encourage
companies interested in acquiring us to negotiate in advance with our board of directors in order to avoid the stockholder
approval requirement if our board of directors approves either the business combination or the transaction that results in the
stockholder becoming an interested stockholder. These provisions also may have the effect of preventing changes in our
board of directors and may make it more difficult to accomplish transactions that our stockholders may otherwise deem to be
in their best interests.

These anti-takeover defenses could discourage, delay or prevent a transaction involving a change in control. These
provisions could also discourage proxy contests and make it more difficult for you and other stockholders to elect directors of
your choosing and cause us to take corporate actions other than those you desire.
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General Risks

Our failure to comply with, or adapt to changes in, the highly complex legal and regulatory framework applicable to our
business could harm our operations, operating results and financial condition.

Laws, regulations and licensing, and other requirements impacting education, child care and before- and after-school
programs at the national, state and local levels are highly complex and subject to change. These laws, regulations, licensing
and accreditation requirements directly affect our business and require constant compliance monitoring and substantial effort
and resources to achieve and maintain compliance. Government agencies and accreditation organizations review matters such
as the adequacy of buildings and equipment, minimum square footage, ratio of staff to children, educational qualifications
and training of staff, record keeping, nutrition requirements, curriculum, employee screening, compliance with health and
safety standards, data privacy and security requirements, and program quality. Failure of a center, site or program to comply
with applicable regulations and requirements could subject it to sanctions, which can include fines, corrective orders, being
placed on probation, loss of accreditation or, in more serious cases, suspension or revocation of the license to operate,
inability to open or acquire new centers, or ability to participate in federal, state and local subsidy programs, and could
require significant expenditures to bring our centers, sites or programs into compliance or result in the closing of the center,
site or program. Certain government agencies may publish or publicly report major and/or minor regulatory violations and we
may suffer adverse publicity, which could result in loss of enrollment in a center, site, program or market. In addition, our
alleged failure to comply with applicable regulations and requirements could expose us to enforcement actions or potential
litigation liabilities, as well as increase our operating expense, even if it is ultimately determined that we complied with the
applicable regulations and requirements.

In addition, changes to the laws, regulations, licensing and accreditation requirements relating to education, child
care and our programs, including those already adopted and those that may in the future be adopted, their interpretation or the
manner in which they are enforced, could render our current business practices non-compliant or make compliance more
difficult or expensive, as well as result in changes to our business that may increase our operating expenses.

Natural disasters, geo-political events and other highly disruptive events could materially and adversely affect our
business, financial condition and results of operations.

The occurrence of one or more natural disasters, such as fires, hurricanes, tornados, floods and earthquakes, geo-
political events, such as protests, civil unrest or terrorist or military activities disrupting transportation, communication or
utility systems or other highly disruptive events, such as nuclear accidents, public health epidemics or pandemics (such as the
COVID-19 pandemic or other highly transmissible diseases), unusual weather conditions or cyberattacks, could adversely
affect our operations and financial performance. For example, certain of our centers in Southern California were impacted by
the January 2025 wildfires. Such events have resulted in and could result in future physical damage to or destruction or
temporary closure of one or more of our centers or properties used by third parties in connection with the supply of products
or services to us, the lack of an adequate workforce in parts or all of our operations, data, utility and communications
disruptions, fewer children attending our centers, including due to quarantines or public health crises, the inability of our
families to reach or have transportation to our locations directly affected by such events and the inability to operate our
business. In addition, these events could cause a temporary reduction in enrollments or the ability to run our business or could
indirectly result in increases in the costs of our insurance if they result in significant loss of property or other insurable
damage.

In addition, longer-term changes in climate patterns, including increases in the frequency and severity of extreme
weather events, prolonged heat waves, droughts, flooding and wildfire conditions, may increase the likelihood of center
closures, disrupt enrollment patterns, increase operating and capital costs, and adversely affect the availability and cost of
insurance coverage. Climate-related conditions may also require us to incur additional expenses to retrofit or maintain our
facilities, including investments in heating, ventilation, air conditioning, air filtration, and other infrastructure improvements.
Any failure to adequately anticipate or respond to the operational impacts of climate-related risks could have a material
adverse effect on our business, financial condition and results of operations.

Item 1B. Unresolved Staff Comments

None.

Item 1C. Cybersecurity

We recognize the importance of developing, implementing and maintaining cybersecurity measures designed to
safeguard our information systems and protect the confidentiality, integrity and availability of our data.
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Risk management and strategy

In the ordinary course of our business, we and our third-party service providers collect, maintain and transmit
sensitive data on our networks and systems, including confidential business information such as child, parent and employee
personal information. The secure maintenance of this information is critical to our business and reputation. In addition, we
are heavily dependent on the functioning of our information technology infrastructure to carry out our business processes.
While we have adopted administrative, technical and physical safeguards to protect such systems and data, our systems and
those of third-party service providers may be vulnerable to a cyber-attack.

We have adopted processes designed to identify, assess and manage material risks from cybersecurity threats. Those
processes include frameworks to respond to and assess internal and external threats to the security, confidentiality, and
integrity of our data and information systems, along with other material risks to our operations, which we review with our IT
leadership, information security steering committee, and Audit Committee at least twice annually or whenever there are
material changes to our systems or operations.

Our IT department is tasked with evaluating and addressing cybersecurity risks in alignment with our business
objectives and operational needs. We have processes to detect potential vulnerabilities and anomalies through technical
safeguards. As part of our risk management process, we conduct regular IT security audits to assess and respond to internal
and external security threats and engage outside providers to conduct periodic internal and external penetration testing.

We rely on third parties, including cloud vendors and consultants, for various business functions. Many of our third-
party service providers have access to our information systems and data, and we rely on such third parties for the continuous
operation of our business operations. We oversee third-party service providers by conducting vendor diligence. Vendors are
generally assessed for risk based on the nature of their service, access to data and systems and supply chain risk and, based on
that assessment, we conduct diligence that may include completing security questionnaires, onsite evaluation, and scans or
other technical evaluations.

Governance

Our Board of Directors has established oversight mechanisms to manage risks from cybersecurity threats. Our Audit
Committee has primary responsibility for oversight of cybersecurity, including the responsibility to review and discuss with
management and the Company’s auditors, as appropriate, management risks relating to data privacy, technology and
information security, including cyber security and back-up of information systems, and the steps the Company has taken to
monitor and control such exposures and the responsibility to confer with management and the Company’s auditors the
adequacy and effectiveness of the Company’s information and cyber security policies and the internal controls regarding
information security. The Audit Committee, or the Board of Directors as a whole, is briefed on any material cybersecurity
incidents that may adversely affect the Company and on cybersecurity risks in general at least twice each year.

At the management level, our cybersecurity program is managed by our Head of Information Security &
Compliance who reports to our Chief Information Officer. Our Head of Information Security & Compliance has over 30
years of IT security experience.

Our Head of Information Security & Compliance and IT Department implement processes around security
monitoring and vulnerability testing. Our Head of Information Security & Compliance reports at least twice annually to the
Audit Committee and such reporting will include topics such as our risk assessment, risk management and control decisions,
service provider arrangements, test results, security incidents and responses and recommendations for changes and updates to
policies and procedures.

Although we have experienced cybersecurity incidents in the past, as of the date of this report, we have not
experienced a cybersecurity incident that resulted in a material effect on our business strategy, results of operations, or
financial condition. Despite our continuing efforts, we cannot guarantee that our cybersecurity safeguards will prevent
breaches or breakdowns of our or our third-party service providers’ information technology systems, particularly in the face
of continually evolving cybersecurity threats and increasingly sophisticated threat actors. A cybersecurity incident may
materially affect our business, results of operations or financial condition, including where such an incident results in
reputational, competitive or business harm or damage to our Company, loss of intellectual property rights, significant costs or
the Company being subject to government investigations, litigation, fines or damages. For more information, see “We rely
significantly on the use of information technology, as well as those of our third-party service providers. Any significant
failure, inadequacy, interruption or data security incident of our information technology systems, or those of our third-party
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service providers, could disrupt our business operations, which could have a material adverse effect on our business,
prospects, results of operations, financial condition and/ or cash flows.” under Item 1A. Risk Factors.

Item 2. Properties

Our principal executive office is located at 5005 Meadows Road, Lake Oswego, pursuant to the terms of a 7.3-year
lease that was entered into in January 2022, with one seven-year renewal option, for approximately 34,153 square feet of
space. In addition, as of January 3, 2026, we operated over 1,600 early childhood education centers, nearly all of which are
leased. These leases include a master lease with KCP RE LLC with respect to approximately 500 of our centers across the
United States, for which KCP RE LLC serves as the lessor. For most centers under the master lease, the initial term expires in
2033 and can be renewed at our option for two five-year periods. Our other center leases have expiration dates ranging from
February 2026 to September 2044, including 60 leases expiring within the next 12 months, generally with renewal options.
Other than our master lease with KCP RE LLC, we do not consider any of our leases, including our corporate headquarters,
or our properties to be material to our operations.

Item 3. Legal Proceedings

We are, from time to time, subject to claims, suits, and matters arising in the ordinary course of business. Such
claims have in the past generally been covered by insurance, but there can be no assurance that our insurance will be
adequate to cover all liabilities that may arise out of claims or matters brought against us. We believe the resolution of such
legal matters will not have a material adverse effect on our financial position, results of operations, or cash flows, although
we cannot predict the ultimate outcome of any such actions.

Material pending legal proceedings, other than ordinary routine litigation incidental to the business, to which we are
a party or of which any of our property is the subject, includes the following:

On August 12, 2025, a purported Company stockholder filed a securities class action complaint in the United States
District Court for the District of Oregon against the Company, Paul Thompson, Anthony Amandi, John T. Wyatt, Jean
Desravines, Christine Deputy, Michael Nuzzo, Benjamin Russell, Joel Schwartz, Alyssa Waxenberg, Preston Grasty, each of
whom were officers or directors at the time of our initial public offering ("IPO"), Partners Group Holding AG, our majority
stockholder, and the representatives of the underwriters in our IPO, Goldman Sachs & Co LLC, Morgan Stanley & Co LLC,
Barclays Capital Inc., and UBS Securities LLC. A consolidated complaint was filed on February 6, 2026 alleging that
defendants violated Sections 11, 15, and 12(a)(2) of the Securities Act of 1933 by making material misstatements or
omissions in offering documents filed in connection with the IPO. The complaint seeks unspecified damages, interest, fees,
and costs on behalf of purchasers and/or acquirers of common stock issued in the IPO, as well as unspecified equitable relief.
We intend to vigorously defend against the claims in this action. Any potential loss arising from this claim is not currently
probable or estimable.

In addition, refer to Note 21 to the consolidated financial statements in Item 8 of this Annual Report on Form 10-K
for a summary of certain other material legal proceedings.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Securities Market Information

Our common stock has been listed on the NYSE under the symbol “KLC” since October 9, 2024. Prior to that, there
was no public trading market for our common stock.

Holders of Record

As of March 10, 2026, there were approximately 21 stockholders of record for our common stock. The actual
number of stockholders is greater than this number of record holders, and includes stockholders who are beneficial owners,
but whose shares are held in street name by brokers and other nominees. This number of holders of record also does not
include stockholders whose shares may be held in trust by other entities.

Dividend Policy

We do not currently pay dividends and do not currently anticipate paying dividends on our common stock in the
future. However, we expect to reevaluate our dividend policy on a regular basis and may, subject to compliance with the
covenants contained in our Credit Facilities and other considerations, determine to pay dividends in the future. The
declaration, amount and payment of any future dividends on shares of our common stock will be at the sole discretion of our
board of directors, which may take into account general and economic conditions, our financial condition and results of
operations, our available cash and current and anticipated cash needs, capital requirements, contractual, legal, tax and
regulatory restrictions, the implications of the payment of dividends by us to our stockholders or by our subsidiaries to us,
and any other factors that our board of directors may deem relevant.

Stock Performance Graph

The following graph compares the total return to stockholders of our common stock for the period October 9, 2024
to January 3, 2026, relative to the total return of the following:

• the New York Stock Exchange Composite Index; and

• the S&P 1500 Education Services Sub-Industry Index.

The graph assumes that $100 was invested in our common stock, and in the indices noted above, and that all
dividends, if any, were reinvested. No dividends have been declared or paid on our common stock. The stock price
performance shown in the graph is not necessarily indicative of future performance.



28

October 9, December 28, March 29, June 28, September 27, January 3,
2024 2024 2025 2025 2025 2026

KinderCare Learning
Companies, Inc.

$ 100.00 $ 68.16 $ 45.73 $ 39.61 $ 26.56 $ 15.92

NYSE Composite Index $ 100.00 $ 98.85 $ 98.58 $ 104.05 $ 109.88 $ 113.74
S&P 1500 Education
Services Sub-Industry Index

$ 100.00 $ 118.76 $ 122.26 $ 145.59 $ 143.42 $ 93.32

The information above shall not be deemed “soliciting material” or to be “filed” for purposes of Section 18 of the
Exchange Act, or otherwise subject to the liabilities under that section, and shall not be incorporated by reference into any of
our other filings under the Exchange Act, or the Securities Act, regardless of any general incorporation language in those
filings.

Item 6. [Reserved]

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with, and is qualified in its entirety by reference to, our
audited consolidated financial statements and notes thereto for the fiscal year ended January 3, 2026 included in Item 8 of
this Annual Report on Form 10-K. This discussion and analysis primarily addresses the 53-week fiscal year ended January 3,
2026 ("fiscal 2025") and the 52-week fiscal year ended December 28, 2024 ("fiscal 2024") and comparisons between these
years. Discussion and analysis as well as comparisons of the fiscal years ended December 28, 2024 and December 30, 2023
can be found within "Management's Discussion and Analysis of Financial Condition and Results of Operations" in our
previous Annual Report on Form 10-K for the fiscal year ended December 28, 2024 filed with the SEC on March 21, 2025.
Some of the information included in this discussion and analysis or set forth elsewhere in this Annual Report on Form 10-K,
including information with respect to our plans and strategy for our business, includes forward-looking statements that
involve risks and uncertainties. You should review the “Cautionary Note Regarding Forward-Looking Statements” and "Risk
Factors” sections included elsewhere in this Annual Report on Form 10-K for a discussion of important factors that could
cause actual results to differ materially from the results described in or implied by the forward-looking statements contained
in the following discussion and analysis.

Our Company

KinderCare Learning Companies, Inc. is a leading provider of high-quality ECE in the United States. We are a mission-
driven organization, rooted in a commitment to providing all children with the very best start in life. We serve children
ranging from six weeks to 12 years of age across our market-leading footprint of 1,601 early childhood education centers
with center capacity for 214,803 children and 1,153 before- and after-school sites located in 41 states and the District of
Columbia as of January 3, 2026.

On October 8, 2024, our registration statement on Form S-1, as amended (File No. 333-281971) ("Form S-1") related to our
IPO, was declared effective by the SEC, and our IPO was completed on October 10, 2024. In connection with our IPO, the
Company converted Class A and Class B common stock, both with a par value of $0.0001 per share, to common stock, with a
par value of $0.01 per share, at a ratio of 8.375 shares of Class A and Class B common stock to one share of common stock,
which became effective immediately following the effectiveness of our registration statement on Form S-1 for our IPO
("Common Stock Conversion"). As a result, prior periods presented in our consolidated financial statements and notes thereto
as of and for the fiscal year ended January 3, 2026 have been adjusted to retrospectively reflect the Common Stock
Conversion. Refer to Note 17 within the consolidated financial statements included in Item 8 of this Annual Report on Form
10-K for further information.

Factors Affecting the Comparability of our Results of Operations

As a result of certain factors, our historical results of operations may not be comparable from period to period and may not be
comparable to our financial results of operations in future periods. Set forth below is a brief discussion of the key factors
impacting the comparability of our results of operations.
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Fiscal Period

We report on a 52- or 53-week fiscal year comprised of 13- or 14-week fourth quarters, respectively, with the fiscal year
ending on the Saturday closest to December 31. Fiscal 2025 is a 53-week fiscal year as compared to fiscal 2024 which is a
52-week fiscal year. The 53rd week in fiscal 2025 contributed an additional $45.1 million of revenue and an estimated $12
million of adjusted EBITDA.

IPO and Related Transactions

In October 2024, we sold 27.6 million shares of our common stock through our IPO, including 3.6 million shares sold
pursuant to the underwriters' exercise in full of their option to purchase additional shares. Net proceeds of $616.1 million,
after underwriting discounts and offering costs, were recognized within additional paid-in capital on the consolidated
financial statements. These net proceeds were primarily utilized to repay $608.0 million of outstanding principal on our first
lien term loan ("First Lien Term Loan Facility"), which provided us the ability to enter into a refinancing amendment to the
credit agreement, dated as of June 12, 2023 (as subsequently amended and restated) (the "Credit Agreement") to reduce the
interest rates on our senior secured credit facilities. We recognized a loss on extinguishment of debt of $24.8 million within
interest expense as a result of the partial repayment and refinancing of our senior secured credit facilities.

In conjunction with our IPO, we modified the terms of our stock-based award plans. The 2022 Incentive Award Plan ("2022
Plan") was amended to provide for share settlement of all unexercised stock options and unvested restricted stock units
("RSUs") when stock options are exercised and RSUs vest according to their original vesting schedules. As a result of this
modification, the previously liability-classified stock options and RSUs were reclassified as equity and the awards will not be
remeasured at fair value each reporting period. The 2015 Equity Incentive Plan ("PIUs Plan") was modified to accelerate the
vesting of all outstanding profit interest units ("PIUs"). As certain PIUs were improbable to vest prior to the modification and
became probable to vest subsequent to the modification, we recognized the full fair value of the awards at the date of
modification. As a result of the modification, we recognized $113.1 million as stock-based compensation expense within
selling, general, and administrative expenses. The PIUs were settled in shares of our common stock in accordance with the
plan of dissolution and liquidation of our parent company effectively terminating the PIUs Plan.

Our IPO, as well as the transactions we entered into in connection with our IPO, have affected the comparability of our
operating results for the periods presented. Refer to Note 12 and Note 17 within the consolidated financial statements
included in Item 8 of this Annual Report on Form 10-K for further information.

COVID-19 Related Stimulus

During 2020 and 2021, the United States government approved several incremental stimulus funding programs for ECE
providers in response to the coronavirus disease 2019 ("COVID-19") pandemic, and as a result, we have received grants in
the form of revenue or cost reimbursements ("COVID-19 Related Stimulus"). We recognized $0.7 million and $63.3 million
during fiscal 2025 and fiscal 2024, respectively, in funding for reimbursement of center operating expenses in cost of services
(excluding depreciation and impairment). The federal programs funding the COVID-19 Related Stimulus were required to
distribute all stimulus funding by December 31, 2024, and we do not expect to receive a material amount of funding after that
date. The variability of funding provided by COVID-19 Related Stimulus has impacted the comparability of our operating
results for the periods presented.

The Employee Retention Credit (“ERC”), established by the Coronavirus Aid, Relief and Economic Security Act and
extended and expanded by several subsequent governmental acts, allows eligible businesses to claim a per employee payroll
tax credit based on a percentage of qualified wages, including health care expenses, paid during calendar year 2020 through
September 2021. During fiscal 2022, we applied for ERC for qualified wages and benefits paid throughout fiscal 2021 and
fiscal 2020. Reimbursements of $62.0 million in cash tax refunds for ERC claimed, along with $2.3 million in interest
income, were received during fiscal 2023. Due to the unprecedented nature of ERC legislation and the changing
administrative guidance, not all of the ERC reimbursements received have met our recognition criteria. During fiscal 2025
and fiscal 2024, we recognized $30.1 million and $23.4 million of ERC in cost of services (excluding depreciation and
impairment), along with $1.3 million and $0.5 million in interest income, respectively. The timing in recognition of the
remaining deferred ERC liabilities will have an impact on the comparability of future periods.
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Key Performance Metrics

Total centers and sites

We measure and track the number of centers and sites because, as our number of centers and sites grow, it highlights our
geographic expansion and potential growth in revenue. We believe this information is useful to investors as an indicator of
revenue growth and operational expansion and can be used to measure and track our performance over time. We define the
number of centers and sites as the number of centers and sites at the beginning of the period plus openings and acquisitions,
minus any permanent closures for the period. A permanently closed center or site is a center or site that has ceased operations
as of the end of the reporting period that management does not intend on reopening. During fiscal 2025, management updated
the definition of total before- and after-school sites to include sites that are temporarily closed as a result of the summer
season to more accurately reflect the total sites that were operating during the year. Prior periods presented were adjusted to
reflect the updated definition for comparative purposes.

January 3, December 28,
2026 2024

Early childhood education centers 1,601 1,574
Before- and after-school sites 1,153 1,025
Total centers and sites 2,754 2,599

As of January 3, 2026, we had 1,601 early childhood education centers with a center capacity for 214,803 children as
compared to 1,574 early childhood education centers as of December 28, 2024, with a center capacity for 210,135 children.
During fiscal 2025, total centers increased by 27 due to acquiring 26 centers and opening 20 centers, partially offset by 19
permanent center closures.

Total before- and after-school sites increased by 128 during fiscal 2025 as compared to the number of before- and after-
school sites as of December 28, 2024 due to opening 236 sites, partially offset by 108 site closures.

Average weekly ECE FTEs

Average weekly ECE full-time enrollment ("FTEs") is a measure of the number of full-time children enrolled and charged
tuition weekly in our centers. We calculate average weekly ECE FTEs based on weighted averages; for example, an enrolled
full-time child equates to one average weekly ECE FTE, while a child enrolled for three full days equates to 0.6 average
weekly ECE FTE. This metric is used by management and we believe is useful to investors as it is the key driver of revenue
generated and variable costs incurred in our operations.

Fiscal Years Ended

January 3, December 28,
2026 2024

Average weekly ECE FTEs 142,248 145,149

Average weekly ECE FTEs decreased by 2,901, or 2.0%, for fiscal 2025 as compared to fiscal 2024 primarily due to lower
FTEs at same-centers.

ECE same-center occupancy

ECE same-center occupancy is a measure of the utilization of center capacity. We define same-center to be centers that have
been operated by us for at least 12 months as of the period end date or, in other words, centers that are starting their second
year of operation. Excluded from same-centers are any closed centers at the end of the reporting period and any new or
acquired centers that have not yet met the same-center criteria. We calculate ECE same-center occupancy as the average
weekly ECE same-center full-time enrollment divided by the total of the ECE same-centers’ capacity during the period.
Center capacity is determined by regulatory and operational parameters and can fluctuate due to changes in these parameters,
such as changing center structures to meet the demands of enrollment or changes in regulatory standards. This metric is used
by management and we believe is useful to investors as it measures the utilization of our centers’ capacity in generating
revenue.
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Fiscal Years Ended

January 3, December 28,
2026 2024

ECE same-center occupancy 67.8% 69.8%

ECE same-center occupancy decreased by 200 basis points for fiscal 2025 as compared to fiscal 2024, primarily due to lower
enrollment at same-centers.

ECE same-center revenue

ECE same-center revenue is revenues earned from centers that have been operated by us for at least 12 months as of the
period end date and is a measure used by management to attribute a portion of our revenue to mature centers as compared to
new or acquired centers. This metric is used by management and we believe is useful to investors as it highlights trends in
our core operating performance. The following table is in thousands:

Fiscal Years Ended

January 3, December 28,
2026 2024

ECE same-center revenue $ 2,488,829 $ 2,427,673

ECE same-center revenue increased by $61.2 million, or 2.5%, for fiscal 2025 as compared to fiscal 2024 primarily due to
the impact of the 53rd week in fiscal 2025, which contributed $43.5 million in additional ECE same-center revenue. During
the comparable 52- week periods, ECE same-center revenue growth of $31.8 million was driven by the net impact of new
and acquired centers not yet classified as same-centers as of December 28, 2024 and center closures as of January 3, 2026.
This growth was partially offset by a decrease of $14.1 million, or 0.6%, in revenue at centers that were classified as same
centers as of both January 3, 2026 and December 28, 2024.

Results of Operations

We operate as a single operating segment to reflect the way our chief operating decision maker reviews and assesses the
performance of the business. See Note 1 and Note 23 of our consolidated financial statements included in Item 8 of this
Annual Report on Form 10-K for additional information regarding the Company's accounting policies and segment
disclosures. The period-to-period comparisons below of financial results are not necessarily indicative of future results.
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The following table sets forth our results of operations including as a percentage of revenue for fiscal 2025 and fiscal 2024
(in thousands, except per share data and percentages):

Fiscal Years Ended
January 3, 2026 December 28, 2024

Revenue $ 2,733,323 $ 2,663,035
Costs and expenses:
Cost of services (excluding depreciation and impairment) 2,128,130 77.9% 2,032,513 76.3%
Depreciation and amortization 123,967 4.5% 117,606 4.4%
Selling, general, and administrative expenses 297,232 10.9% 423,063 15.9%
Impairment losses 204,051 7.5% 10,535 0.4%
Total costs and expenses 2,753,380 100.7% 2,583,717 97.0%
(Loss) income from operations (20,057) (0.7%) 79,318 3.0%

Interest expense 83,975 3.1% 170,539 6.4%
Interest income (4,827) (0.2%) (7,369) (0.3%)
Other income, net (5,863) (0.2%) (5,620) (0.2%)

Loss before income taxes (93,342) (3.4%) (78,232) (2.9%)
Income tax expense 19,538 0.7% 14,608 0.5%

Net loss $ (112,880) (4.1%) $ (92,840) (3.5%)
Net loss per common share:
Basic $ (0.95) $ (0.96)
Diluted $ (0.95) $ (0.96)
Weighted average number of common shares outstanding:
Basic 118,329 96,309
Diluted 118,329 96,309

Comparison of the Fiscal Years Ended January 3, 2026 and December 28, 2024

Revenue

Fiscal Years Ended Change
January 3, 2026 December 28, 2024 Amount %

Early childhood education centers $ 2,517,842 $ 2,466,244 $ 51,598 2.1%
Before- and after-school sites 215,481 196,791 18,690 9.5%
Total revenue $ 2,733,323 $ 2,663,035 $ 70,288 2.6%

Total revenue increased by $70.3 million, or 2.6%, for fiscal 2025 as compared to fiscal 2024. The 53rd week in fiscal 2025
contributed an additional $45.1 million of revenue.

Revenue from early childhood education centers increased by $51.6 million, or 2.1%, for fiscal 2025 as compared to fiscal
2024 primarily due to the impact of the 53rd week in fiscal 2025. During the comparable 52- week periods, revenue increased
$7.3 million, or 0.3%, of which 2.2% was from higher tuition rates, partially offset by 1.9% from lower enrollment.

The $51.6 million increase in early childhood education center revenue for fiscal 2025 as compared to fiscal 2024 was
comprised of $61.2 million higher ECE same-center revenue, partially offset by $9.6 million lower revenue from new and
acquired centers not yet classified as same centers and center closures.

Revenue from before- and after-school sites increased by $18.7 million, or 9.5%, for fiscal 2025 as compared to fiscal 2024
primarily due to opening new sites.

Cost of services (excluding depreciation and impairment)

Cost of services (excluding depreciation and impairment) increased by $95.6 million, or 4.7%, for fiscal 2025 as compared to
fiscal 2024. This increase was driven by $43.9 million higher personnel costs due to wage rate and salary increases as well as
higher health insurance costs, partially offset by lower labor hours and grant-related bonuses. Additionally, rent expense
increased $20.0 million driven by new and acquired centers as well as contractual rent increases. Higher cost of services
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(excluding depreciation and impairment) was also attributable to $17.9 million lower government assistance due to a
decrease in cost reimbursements, primarily related to the conclusion of certain COVID-19 Related Stimulus funding, partially
offset by higher ERC recognized in fiscal 2025 as compared to fiscal 2024 in connection with the timing of tax statute of
limitations and qualifying creditable wages. Lastly, other center operating expenses increased by $13.9 million as a result of
operating more centers and sites, driven by higher janitorial and utilities costs, food and supplies, as well as property taxes.

Depreciation and amortization

Depreciation and amortization increased by $6.4 million, or 5.4%, for fiscal 2025 as compared to fiscal 2024. This increase
was primarily due to higher depreciation expense as a result of assets placed into service from new and acquired centers.

Selling, general, and administrative expenses

Selling, general, and administrative expenses decreased by $125.8 million, or 29.7%, for fiscal 2025 as compared to fiscal
2024. This decrease was primarily driven by $138.7 million lower stock-based compensation expense and bonus expense in
fiscal 2025 as compared to fiscal 2024 primarily as a result of the October 2024 modification to the PIUs Plan, which
accelerated the vesting of outstanding PIUs, as well as the March 2024 distribution to PIU holders and a related bonus to
holders of restricted stock units and stock options. Additionally, meeting and travel expenses decreased by $6.4 million in
fiscal 2025 as compared to fiscal 2024 primarily attributable to a field leadership summit held during fiscal 2024. These
decreases were partially offset by an $11.3 million increase in personnel costs due to higher salaries, benefits, and severance
expenses, partially offset by optimized headcount, as well as a $6.6 million increase in computer costs due to software license
fees and amortization of deferred cloud computing costs.

Impairment losses

Impairment losses increased by $193.5 million, or 1836.9%, for fiscal 2025 as compared to fiscal 2024. This increase was
driven by a $178.0 million goodwill impairment as a result of testing performed during the fourth quarter of fiscal 2025
triggered by the further deterioration in our market capitalization from a continued decline in our stock price. Additionally,
property and equipment impairment increased by $15.6 million due to more centers with lower operational performance and
reduced cash flow projections during fiscal 2025. Refer to Note 7 of our consolidated financial statements included in Item 8
of this Annual Report on Form 10-K for further information on our goodwill impairment analysis.

Interest expense

Interest expense decreased by $86.6 million, or 50.8%, for fiscal 2025 as compared to fiscal 2024. Of this decrease, $67.6
million is driven by lower outstanding principal and interest rates on the First Lien Term Loan Facility as a result of the
October 2024 repayment and subsequent repricing amendments in October 2024 and July 2025 combined with $19.3 million
attributable to lower losses on extinguishment of debt from the July 2025 repricing as compared to the October 2024
amendments.

Interest income

Interest income decreased by $2.5 million, or 34.5%, for fiscal 2025 as compared to fiscal 2024 primarily driven by lower
average daily cash balances earning interest at lower average rates as a result of the Federal Reserve reducing the federal
funds target rate beginning in late fiscal 2024 and continuing throughout fiscal 2025. This decrease was partially offset by
higher interest income from ERC recognition.

Other income, net

Other income, net remained relatively consistent for fiscal 2025 as compared to fiscal 2024 and was primarily comprised of
net changes in realized and unrealized holding gains on deferred compensation plan investment trust assets and sublease
income.

Income tax expense

Income tax expense increased by $4.9 million for fiscal 2025 as compared to fiscal 2024. The effective tax rate was (20.9)%
for fiscal 2025 as compared to (18.7)% for fiscal 2024. Compared to the statutory rate, the difference in the effective tax rate
for fiscal 2025 was primarily due to nondeductible goodwill impairment and the partial release of the receivable related to
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uncertain tax positions as a result of the portion of ERC recognized, partially offset by the nontaxable ERC and state income
tax benefit recognized during fiscal 2025. Compared to the statutory rate, the difference in the effective tax rate for fiscal
2024 was primarily due to nondeductible stock-based compensation related to the PIUs and the partial release of the
receivable related to uncertain tax positions as a result of the portion of ERC recognized, partially offset by the nontaxable
ERC and state income tax benefit recognized during fiscal 2024.

Non-GAAP Financial Measures

To supplement our consolidated financial statements, which are prepared and presented in accordance with accounting
principles generally accepted in the United States of America ("GAAP"), we also provide the below non-GAAP financial
measures. EBIT, EBITDA, adjusted EBITDA, adjusted net income, and adjusted net income per common share (collectively
referred to as the “non-GAAP financial measures”) are not presentations made in accordance with GAAP, and should not be
considered as an alternative to net income or loss, income or loss from operations, or any other performance measure in
accordance with GAAP, or as an alternative to cash provided by operating activities as a measure of our liquidity.
Consequently, our non-GAAP financial measures should be considered together with our consolidated financial statements,
which are prepared in accordance with GAAP.

We present EBIT, EBITDA, adjusted EBITDA, adjusted net income, and adjusted net income per common share because we
consider them to be important supplemental measures of our performance and believe they are useful to securities analysts,
investors, and other interested parties. Specifically, adjusted EBITDA and adjusted net income allow for an assessment of our
operating performance without the effect of charges that do not relate to the core operations of our business. We also use
these non-GAAP financial measures for budgeting and compensation purposes.

EBIT, EBITDA, adjusted EBITDA, adjusted net income, and adjusted net income per common share have limitations as
analytical tools and should not be considered in isolation or as a substitute for analysis of our results as reported under
GAAP. Some of these limitations are:

• they do not reflect the significant interest expense or the cash requirements necessary to service interest or principal
payments on indebtedness;

• they do not reflect income tax expense or the cash requirements for income tax liabilities;

• although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will have
to be replaced in the future, and EBIT, EBITDA, adjusted EBITDA, adjusted net income, and adjusted net income
per common share do not reflect cash requirements for such replacements;

• they do not reflect our cash used for capital expenditures or contractual commitments;

• they do not reflect changes in or cash requirements for working capital; and

• other companies, including other companies in our industry, may calculate these measures differently than we do,
limiting their usefulness as comparative measures.

EBIT, EBITDA, and Adjusted EBITDA

EBIT is defined as net loss adjusted for interest and income tax expense. EBITDA is defined as EBIT adjusted for
depreciation and amortization. Adjusted EBITDA is defined as EBITDA adjusted for impairment losses, stock-based
compensation, management and advisory fee expenses, acquisition related costs, non-recurring distribution and bonus
expense, COVID-19 Related Stimulus, net, and other costs because these charges do not relate to the core operations of our
business. We present EBIT, EBITDA, and adjusted EBITDA because we consider them to be important supplemental
measures of our performance and believe they are useful to securities analysts, investors, and other interested parties. We
believe adjusted EBITDA is helpful to investors in highlighting trends in our core operating performance compared to other
measures, which can differ significantly depending on long-term strategic decisions regarding capital structure, the tax
jurisdictions in which companies operate, and capital investments.
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The following table shows EBIT, EBITDA, and adjusted EBITDA for the periods presented, and the reconciliation to its
most comparable GAAP measure, net loss, for the periods presented (in thousands):

Fiscal Years Ended
January 3, December 28,
2026 2024

Net loss $ (112,880) $ (92,840)
Add back:
Interest expense 83,975 170,539
Interest income (4,827) (7,369)
Income tax expense 19,538 14,608

EBIT $ (14,194) $ 84,938
Add back:
Depreciation and amortization 123,967 117,606

EBITDA $ 109,773 $ 202,544
Add back:
Impairment losses (1) 204,051 10,535
Stock-based compensation (2) 12,073 122,972
Management and advisory fee expenses (3) — 3,767
Acquisition related costs (4) — 16
Non-recurring distribution and bonus expense (5) — 19,287
COVID-19 Related Stimulus, net (6) (26,713) (69,732)
Other costs (7) 882 8,734

Adjusted EBITDA $ 300,066 $ 298,123

Explanations of add backs are located after the reconciliation of adjusted net income and adjusted net income per common
share.

Adjusted net income and adjusted net income per common share

Adjusted net income is defined as net loss adjusted for income tax expense, amortization of intangible assets, impairment
losses, stock-based compensation, management and advisory fee expenses, acquisition related costs, non-recurring
distribution and bonus expense, COVID-19 Related Stimulus, net, loss on extinguishment of long-term debt, net, other costs,
and non-GAAP income tax expense because these charges do not relate to the core operations of our business. Adjusted net
income per common share is defined as the amount of adjusted net income per weighted average number of common shares
outstanding. We present adjusted net income and adjusted net income per common share because we consider them to be
important measures used to evaluate our operating performance internally. We believe the use of adjusted net income and
adjusted net income per common share provides investors with consistency in the evaluation of the Company as they offer a
meaningful comparison of past, present, and future operating results, as well as more useful financial comparisons to our
peers. We believe these supplemental measures can be used to assess the financial performance of our business without
regard to certain costs that are not representative of our continuing operations.
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The following table shows adjusted net income and adjusted net income per common share for the periods presented and the
reconciliation to the most comparable GAAP measure, net (loss) income and net (loss) income per common share,
respectively, for the periods presented (in thousands, except per share data):

Fiscal Years Ended
January 3, December 28,
2026 2024

Net loss $ (112,880) $ (92,840)
Income tax expense 19,538 14,608

Net loss before income tax $ (93,342) $ (78,232)
Add back:
Amortization of intangible assets 8,844 9,234
Impairment losses (1) 204,051 10,535
Stock-based compensation (2) 12,073 122,972
Management and advisory fee expenses (3) — 3,767
Acquisition related costs (4) — 16
Non-recurring distribution and bonus expense (5) — 19,287
COVID-19 Related Stimulus, net (6) (26,713) (69,732)
Loss on extinguishment of long-term debt, net (8) 5,434 25,652
Other costs (7) 882 8,734
Adjusted income before income tax 111,229 52,233

Adjusted income tax expense (9) 28,708 13,481
Adjusted net income $ 82,521 $ 38,752
Net loss per common share: (10)
Basic $ (0.95) $ (0.96)
Diluted $ (0.95) $ (0.96)

Adjusted net income per common share: (10)
Basic $ 0.70 $ 0.40
Diluted $ 0.70 $ 0.40

Weighted average number of common shares outstanding: (10)
Basic 118,329 96,309
Diluted 118,329 96,309

Explanation of add backs:

(1) Represents impairment charges for goodwill and long-lived assets. Goodwill impairment recognized during fiscal 2025
was $178.0 million and was driven by the further deterioration in our market capitalization from a continued decline in
our stock price. Impairments of long-lived assets for the periods presented was driven by center closures and reduced
operating performance at certain centers due to the impact of changing demographics in certain locations in which we
operate and current macroeconomic conditions on our overall operations. Refer to Note 7 of our consolidated financial
statements included in Item 8 of this Annual Report on Form 10-K for further information on our goodwill impairment
analysis.

(2) Represents non-cash stock-based compensation expense in accordance with Accounting Standards Codification ("ASC")
718, Compensation: Stock Compensation and excludes cash-settled, liability-classified stock-based compensation
expense. Fiscal 2024 includes $113.1 million in expense recognized related to the one-time October 2024 modification to
the PIUs Plan and excludes $14.3 million in expense included within “Non-recurring distribution and bonus expense” as
described in explanation (5) below. Refer to Note 17 within the consolidated financial statements included in Item 8 of
this Annual Report on Form 10-K for further information.

(3) Represents amounts incurred for management and advisory fees with related parties in connection with a management
services agreement with Partners Group (USA), Inc., a related party of the Company, which was terminated upon
completion of our IPO.

(4) Represents costs incurred in connection with planned and completed acquisitions, including due diligence, transaction,
integration, and severance related costs. Fiscal 2024 costs relate to the acquisition of Crème School.

(5) During March 2024, we recognized a $14.3 million one-time expense related to an advance distribution to holders of
Class B PIUs. In connection with this distribution, we recognized a $5.0 million one-time bonus expense for holders of
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RSUs and stock options to account for the change in value associated with the March 2024 distribution for Class B PIUs.
We do not routinely make distributions to Class B PIU holders in advance of a liquidity event or pay bonuses to RSU or
stock option holders outside of normal vesting and we do not expect to do so in the future. In connection with our IPO,
KC Parent, LP ("KC Parent"), the former owner of the Company’s outstanding shares of common, distributed shares of
our common stock then held by KC Parent to unitholders of KC Parent in proportion to their interests in KC Parent.
Refer to Note 17 within the consolidated financial statements included in Item 8 of this Annual Report on Form 10-K for
further information.

(6) Includes expense reimbursements and revenue arising from the COVID-19 pandemic, net of pass-through expenses
incurred as a result of certain grant requirements. We recognized $0.7 million and $63.3 million during fiscal 2025 and
fiscal 2024, respectively, in funding for reimbursement of center operating expenses in cost of services (excluding
depreciation and impairment). Additionally, during fiscal 2025 and fiscal 2024, we recognized $30.1 million and $23.4
million of ERC offsetting cost of services (excluding depreciation and impairment) as well as $2.1 million and $2.6
million in professional fees in selling, general, and administrative expenses, respectively, as a result of calculating and
filing for ERC. COVID-19 Related Stimulus is net of pass-through expenses incurred as stipulated within certain grants
of $1.9 million and $14.8 million during fiscal 2025 and fiscal 2024, respectively.

(7) Includes certain professional fees incurred for both contemplated and completed debt and equity transactions, as well as
costs expensed in connection with prior contemplated offerings. For fiscal 2025, other costs includes $0.7 million in
transaction costs associated with the July 2025 repricing amendment and $0.2 million in costs related to our IPO. For
fiscal 2024, other costs includes $3.6 million in transaction costs associated with our incremental first lien term loan,
repricing amendments of our senior secured credit facilities, and debt modifications subsequent to our IPO, as well as
$2.5 million in costs related to our IPO. These costs represent items management believes are not indicative of core
operating performance.

(8) Includes the unamortized original issue discount and deferred financing costs that were written off in connection with
certain lenders that had reduced principal holdings or did not participate in the loan syndication as a result of certain
amendments to our senior secured credit facilities. For fiscal 2025, the loss on extinguishment of long-term debt is the
result of the July 2025 repricing amendment to the Credit Agreement. For fiscal 2024, the loss on extinguishment of
long-term debt is primarily the result of the October 2024 repayment of $608.0 million on the First Lien Term Loan
Facility. Loss on extinguishment of long-term debt, net is not considered by management to be indicative of core
operating performance.

(9) Includes the tax effect of the non-GAAP adjustments, calculated using the appropriate federal and state statutory tax rate
and the applicable tax treatment for each adjustment. The non-GAAP tax rate was 25.8% for both fiscal 2025 and fiscal
2024. Our statutory rate is re-evaluated at least annually.

(10)The outstanding shares and per share amounts for the portion of the fiscal year ended December 28, 2024 prior to the
Common Stock Conversion have been retrospectively adjusted to reflect the Common Stock Conversion. Refer to Note
17 within the consolidated financial statements included in Item 8 of this Annual Report on Form 10-K for further
information.

Liquidity and Capital Resources

Our primary sources of cash are cash provided by operations, current cash balances, and borrowings available under our
revolving credit facility (the "First Lien Revolving Credit Facility"). Our principal uses of cash are payments of our operating
expenses, such as personnel salaries and benefits, debt service, rents paid to landlords, and capital expenditures.

We expect to continue to meet our liquidity requirements for at least the next 12 months under current operating conditions
with cash generated from operations, cash on hand, and to the extent necessary and available, through borrowings under the
First Lien Revolving Credit Facility. If the need arises for additional expenditures, we may seek additional funding. Our
future capital requirements and the adequacy of available funds will depend on many factors, including those set forth under
“Risk Factors” in Item 1A. In the future, we may attempt to raise additional capital through the sale of equity securities or
debt financing arrangements. Any future equity capital or indebtedness we incur may result in terms that could be
unfavorable to equity investors. We cannot provide assurance that we will be able to raise additional capital in the future on
favorable terms, or at all. Any inability to raise capital could adversely affect our ability to achieve our business objectives.



38

Debt facilities

As of January 3, 2026, our Credit Agreement consisted of a $962.0 million First Lien Term Loan Facility and a $262.5
million First Lien Revolving Credit Facility.

In July 2025, we entered into a repricing amendment to the Credit Agreement. As of the effective date of the amendment, the
applicable rates for the First Lien Term Loan Facility and for amounts drawn under the First Lien Revolving Credit Facility
were reduced by 0.50%. As a result of the amendment, the First Lien Term Loan Facility bears interest at a variable rate
equal to the Secured Overnight Financing Rate (“SOFR”) plus 2.75% per annum. In addition, amounts drawn under the First
Lien Revolving Credit Facility bear interest at SOFR plus an applicable rate between 2.00% and 2.50% per annum, based on
a pricing grid of our First Lien Term Loan Facility net leverage ratio. All other terms under the Credit Agreement remain
unchanged as a result of the amendment.

In February 2025, we entered into an amendment to the Credit Agreement to increase the total commitments under the First
Lien Revolving Credit Facility by a net amount of $22.5 million as well as reclassify and extend $5.0 million of the
previously non-extended commitments. The total borrowing capacity of the First Lien Revolving Credit Facility increased to
$262.5 million, with $252.5 million of extended commitments and $10.0 million of non-extended commitments. All other
terms under the Credit Agreement remain unchanged as a result of the amendment.

The First Lien Term Loan Facility matures in June 2030. The extended commitments under the First Lien Revolving Credit
Facility mature in October 2029, while the non-extended commitments mature in June 2028.

The Credit Agreement allows for letters of credit to be drawn against the current borrowing capacity of the First Lien
Revolving Credit Facility, capped at $172.5 million. We pay certain fees under the First Lien Revolving Credit Facility,
including a fronting fee on outstanding letters of credit of 0.125% per annum and a commitment fee on the unused portion of
the First Lien Revolving Credit Facility at a rate between 0.25% and 0.50% per annum, based on a pricing grid of our First
Lien Term Loan Facility net leverage ratio. Additionally, fees on the outstanding letters of credit bear interest at a rate equal
to the applicable rate for amounts drawn under the First Lien Revolving Credit Facility.

As of January 3, 2026, there were no outstanding borrowings under the First Lien Revolving Credit Facility and we had an
available borrowing capacity of $189.7 million after giving effect to the outstanding letters of credit under the Credit
Agreement of $72.8 million.

The interest rate effective as of January 3, 2026 was 6.42% on the First Lien Term Loan Facility, 2.00% on outstanding
letters of credit, 0.125% fronting fee on outstanding letters of credit, and 0.25% on the unused portion of the First Lien
Revolving Credit Facility.

The weighted average interest rate during fiscal 2025 for the First Lien Term Loan Facility was 7.24%.

All obligations under the Credit Agreement are secured by substantially all of our assets. The Credit Agreement contains
various financial and nonfinancial loan covenants and provisions.

Under the Credit Agreement, the financial loan covenant is a quarterly maximum First Lien Term Loan Facility net leverage
ratio (as defined in the Credit Agreement) to be tested only if, on the last day of each fiscal quarter, the amount of revolving
loans outstanding on the First Lien Revolving Credit Facility (excluding all letters of credit) exceeds 35% of total revolving
commitments on such date. As this threshold was not met as of January 3, 2026 the quarterly maximum First Lien Term Loan
Facility net leverage ratio financial covenant was not in effect. Nonfinancial loan covenants restrict our ability to, among
other things, incur additional debt; make fundamental changes to the business; make certain restricted payments, investments,
acquisitions, and dispositions; or engage in certain transactions with affiliates.

An annual calculation of excess cash flows determines if we will be required to make a mandatory prepayment on the First
Lien Term Loan Facility. Mandatory prepayments would reduce future required quarterly principal payments. The excess
cash flow calculation required as of January 3, 2026, did not require a mandatory prepayment on the First Lien Term Loan
Facility.

As of January 3, 2026, we were in compliance with all covenants of the Credit Agreement.

In February 2024, we entered into a credit facilities agreement, dated as of February 1, 2024, which allows for $20.0 million
in letters of credit to be issued ("LOC Agreement"). We pay an interest rate of 5.95% on any outstanding balance and 0.25%
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on any unused portion. The LOC Agreement matures in December 2026. As of January 3, 2026, there were $20.0 million
outstanding letters of credit under the LOC Agreement.

We do not engage in off-balance sheet financing arrangements, as defined in Item 303(a)(4)(ii) of Regulation S-K.

See Note 12 of our consolidated financial statements included in Item 8 of this Annual Report on Form 10-K for further
information regarding our debt facilities.

Cash flows

The following table summarizes our cash flows (in thousands) for the periods presented:

Fiscal Year Ended
January 3, 2026 December 28, 2024

Cash provided by operating activities $ 238,535 $ 115,887
Cash used in investing activities (154,416) (147,238)
Cash used in financing activities (13,250) (62,631)
Net change in cash, cash equivalents, and restricted cash 70,869 (93,982)

Cash, cash equivalents, and restricted cash at beginning of period 62,430 156,412
Cash, cash equivalents, and restricted cash at end of period $ 133,299 $ 62,430

Net cash provided by operating activities

Cash provided by operating activities increased by $122.6 million for fiscal 2025 as compared to fiscal 2024. The increase
was driven by the change in net loss, adjusted for non-cash items, of $63.6 million primarily due to lower interest expense,
partially offset by lower cost reimbursements from government assistance. Additionally, the net changes in operating assets
and liabilities resulted in a $59.0 million increase primarily driven by higher accrued compensation and deferred revenue due
to timing of our fiscal year-end, as well as lower spend on our enterprise resource planning software system due to
implementation in early fiscal 2025. These increases were partially offset by lower accrued interest compared to prior
periods.

Net cash used in investing activities

Cash used in investing activities increased by $7.2 million for fiscal 2025 as compared to fiscal 2024. The increase was
driven by $12.2 million increased payments for acquisitions. This increase was partially offset by a $3.5 million change in
deferred compensation asset trusts as a result of decreased deposits and increased redemptions as well as $1.5 million lower
capital expenditures net of proceeds from disposals.

Net cash used in financing activities

Cash used in financing activities decreased by $49.4 million for fiscal 2025 as compared to fiscal 2024. The decrease was
primarily due to $55.7 million net cash used for the March 2024 distribution to KC Parent, partially offset by $8.4 million net
proceeds from our IPO after our partial repayment on the First Lien Term Loan Facility in October 2024.

Cash requirements

As of January 3, 2026, we had the following obligations:

• Total lease obligations, including imputed interest, of $2.4 billion expected to be paid out as follows: $285.8 million
in fiscal 2026, $576.3 million in two to three years, $497.0 million in four to five years, and $1.0 billion thereafter
through the maturity of our lease agreements. In addition, the Company has entered into additional operating leases
that have not yet commenced with total fixed payment obligations of $220.3 million. The leases are expected to
commence between 2026 and 2028 and have initial lease terms of approximately 15 years, however, the exact
timing and amounts of cash outflows related to these leases cannot be estimated reliably. See Note 8 of our
consolidated financial statements included in Item 8 of this Annual Report on Form 10-K for additional information.

• Long-term debt obligations, including interest, of $1.2 billion expected to be paid out as follows: $71.1 million in
fiscal 2026, $136.1 million in two to three years, $1.0 billion in four to five years, through June 2030 when the First
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Lien Term Loan Facility matures. See Note 12 of our consolidated financial statements included in Item 8 of this
Annual Report on Form 10-K for additional information.

• Self-insurance obligations of $121.1 million expected to be paid out as claims are settled and cash outflows cannot
be estimated reliably.

• Deferred compensation plan of $44.1 million expected to be paid out based on the individual plan participant and
cash outflows cannot be estimated reliably.

• Service arrangements which include certain information technology, labor software, and maintenance services of
$54.0 million expected to be paid out as follows: $13.1 million in fiscal 2026, $19.0 million in two to three years,
$12.0 million in four to five years, and $9.9 million thereafter.

Certain agreements have cancellation penalties for which, if we were to cancel, we would be required to pay up to
approximately $4.8 million. Other cancellation penalties cannot be estimated as we cannot predict the occurrence of future
agreement cancellations. See Note 11 and Note 13 of our consolidated financial statements included in Item 8 of this Annual
Report on Form 10-K for additional detail related to our contractual obligations.

Critical Accounting Estimates and Significant Judgments

The preparation of our consolidated financial statements in conformity with GAAP requires us to make estimates and
judgments that affect our consolidated financial statements and accompanying notes. Amounts recorded in our consolidated
financial statements are, in some cases, estimates based on our management’s judgment and input from actuaries and other
third parties and are developed from information available at the time. We evaluate the appropriateness of these estimates on
an ongoing basis. Actual outcomes may vary from the estimates, and changes, if any, are reflected in current period earnings.

The accounting policies that we believe are critical in the preparation of our consolidated financial statements are described
below. For a description of our other significant accounting policies, see Note 1 in our consolidated financial statements
included in Item 8 of this Annual Report on Form 10-K.

Revenue Recognition

Our revenue is derived primarily from tuition charged for providing early childhood education and care services. Based on
past practices and client specific circumstances, we grant price concessions to clients that impact the total transaction price.
These price concessions represent variable consideration. We estimate variable consideration using the expected value
method, which includes our historical experience with similar clients and the current macroeconomic conditions. We
constrain the estimate of variable consideration to ensure that it is probable that significant reversal in the amount of
cumulative revenue recognized will not occur in a future period when the uncertainty related to the variable consideration is
subsequently resolved.

Goodwill and Indefinite-Lived Intangible Assets

Goodwill represents the excess of consideration transferred over the fair value of the identifiable net assets of businesses
acquired. Indefinite-lived intangible assets consist of various trade names and trademarks.

We test goodwill and indefinite-lived intangible assets for impairment on an annual basis in the fourth quarter or more
frequently if impairment indicators exist. Potential indicators of impairment include macroeconomic conditions, industry and
market considerations, actual and projected financial performance and cash flows, entity-specific events, and changes in our
stock price in relation to the carrying value of our reporting units, among other relevant factors. Impairment of goodwill is
tested at the reporting unit level. Our reporting units consists of the early childhood education centers reporting unit and the
before- and after-school sites reporting unit. We may first assess qualitative factors to determine whether it is more likely
than not that the fair value of a reporting unit or an indefinite-lived intangible asset is less than its carrying amount. If, after
assessing the totality of events and circumstances, we determine that it is more likely than not that the fair value of a
reporting unit or indefinite-lived intangible asset is greater than its carrying amount, the quantitative impairment test is
unnecessary. If a reporting unit or indefinite-lived intangible asset does not pass the qualitative assessment, or if we choose to
bypass the qualitative assessment, a quantitative test is performed.

If the quantitative impairment test is performed over goodwill, the assessment considers both the income approach and the
market approach and selects an approach or weighting of approaches, as deemed appropriate, to estimate a reporting unit's
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fair value. In an income approach discounted cash flows ("DCF") method, we utilize estimates and assumptions including
forecasted future cash flows, the determination of an appropriate discount rate, tax rate, and terminal growth rate. Future cash
flows are based on internally-developed forecasts of each reporting unit and take into consideration, as applicable, revenue
growth rates driven by tuition and occupancy assumptions, expectations for wage rate and labor hours, known and expected
rent increases, and other operating and selling, general and administrative costs driven by growth of the reporting units, as
well as capital expenditures and working capital requirements. The discount rate represents the weighted-average cost of
capital, which is determined based on relevant market conditions, our market risk sensitivity compared to guideline public
companies, and our implied specific risk premium. For a market approach, we may consider various valuation
methodologies, including multiples of comparable public companies or the use of market capitalization adjusted for a
reasonable control premium estimated using expected synergies that would be realized by a hypothetical buyer. If the
carrying amount of the reporting unit exceeds the fair value calculated using one or a combination of the methods described
above, an impairment charge will be recognized in an amount equal to that excess.

If a quantitative fair value measurement calculation is performed for indefinite-lived intangible assets, we utilize the relief-
from-royalty method for indefinite-lived trade names and trademarks. The relief-from-royalty method assumes trade names
and trademarks have value to the extent their owner is relieved of the obligation to pay royalties for the benefits received
from them. This method requires us to estimate the future revenue for the related brands, the appropriate royalty rate, and the
weighted average cost of capital. If the net book values of the assets exceed fair value, an impairment charge will be
recognized in an amount equal to that excess.

The determination of fair value requires management to apply significant judgment in formulating estimates and
assumptions. The estimated fair value of the reporting units and indefinite-lived intangible assets are sensitive to changes in
underlying estimates and assumptions, including differences between estimated and actual revenue and cash flows, as well as
the discount rate and the terminal growth rate used to evaluate the fair value of these assets. Although we believe the
estimates of fair value are reasonable, adverse changes in our market capitalization as well as key assumptions, including
higher discount rates or weaker operating results, could result in impairment in future periods, which could be material to
results of operations.

In accordance with ASC 350, Intangibles—Goodwill and Other and ASC 360, Property, Plant, and Equipment, we first
perform impairment testing of indefinite-lived intangible assets and any other assets or liabilities other than long-lived assets
and goodwill, followed by long-lived assets held and used, prior to testing goodwill.

Long-Lived Assets

Long-lived assets consist of lease right-of-use assets, property and equipment, and definite-lived intangible assets. Definite-
lived intangible assets consist of trade names and trademarks, client relationships, accreditations, proprietary curricula,
internally developed software, and covenants not-to-compete. We review and evaluate the carrying value and remaining
useful lives of long-lived asset groups whenever events or changes in circumstances require impairment testing and/or a
revision to the remaining useful life of the related assets. If this review indicates a potential impairment, we would assess the
recoverability of the asset group by determining if the carrying value exceeds the sum of future undiscounted cash flows that
could be generated by the asset group. Such cash flows consider factors such as expected future operating income and
historical trends, as well as the effects of potential management decisions and strategic initiatives. Impairment of property
and equipment may not be appropriate under certain circumstances, such as a new or maturing center, recent or anticipated
center management turnover, or an unusual, nonrecurring expense impacting the cash flow projection. If an asset group is not
recoverable, impairment will be measured as the excess of the carrying amount of the asset group over its estimated fair value
based on estimated future discounted cash flows including disposition sales proceeds, if applicable, with the allocation of
impairment to the related long-lived assets not to reduce their carrying values below their respective fair values. We typically
estimate fair value of the asset group using the DCF method, which is based on unobservable inputs including future cash
flow projections, market-based inputs including as-is market rents, and discount rate assumptions, as appropriate. As a result
of the inherent uncertainty associated with formulating these estimates, actual results could differ from those estimates.

Self-Insurance Obligations

We are self-insured for certain levels of workers’ compensation, employee medical, general liability, auto, property, and
other insurance coverage. Insurance claim liabilities represent our estimate of retained risks. We purchase coverage at
varying levels to limit our potential future losses, including stop-loss coverage for certain exposures. We record insurance
receivables for amounts in excess of our self-insured retention or deductible that represent recoveries considered probable
from purchased insurance coverage, which limits the financial impact of potential future losses. The nature of these liabilities
may not fully manifest for several years. We retain a substantial portion of the risk related to certain workers’ compensation,
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general liability, and medical claims. Liabilities associated with these losses include estimates of both filed claims and
incurred but not yet reported (“IBNR”) claims.

On a quarterly basis, we review our obligations for claims and adjust as appropriate. As part of this evaluation, we
periodically review the status of existing and new claim obligations as established by internal and third-party claims
administrators and an independent third-party actuary. Self-insurance obligations are accrued on an undiscounted basis based
on estimates for known claims and estimated IBNR claims. The estimates require significant management judgment and are
developed utilizing standard actuarial methods and are based on historical claims experience and actuarial assumptions,
including loss rate and loss development factors. Changes in assumptions such as loss rate and loss development factors, as
well as changes in actual experience, could cause these estimates to change.

While we believe that the amounts accrued for these obligations are sufficient, any significant increase in the number of
claims and/or costs associated with claims made under these programs could have a material effect on our financial position
and results of operations.

Stock-based Compensation

We account for stock options and RSUs (collectively, "stock-based compensation awards") granted to employees, officers,
managers, directors, and other providers of services by measuring the fair value of the stock-based compensation awards and
recognizing the resulting expense, net of estimated forfeitures, over the requisite service period during which the grantees are
required to perform service in exchange for the stock-based compensation awards, which varies based on award-type. The
requisite service period is reduced for the awards that provide for continued vesting upon retirement if any of the grantees are
retirement eligible at the date of grant or will become retirement eligible during the vesting period. In October 2024, the
amended and restated 2022 Plan related to stock options and RSUs was further amended to provide for share-settlement of
previously cash-settled unexercised stock options and unvested RSUs, and as a result, the liability classified awards were
reclassified as equity in accordance with ASC 718, Compensation: Stock Compensation. The estimated number of awards
that will ultimately vest and the determination of grant date fair value of stock options requires judgment, and to the extent
actual results, or updated estimates, differ from our current estimates, such amounts will be recorded as a cumulative
adjustment in the period actual results are realized or estimates are revised. Refer to Note 17 in our consolidated financial
statements included in Item 8 of this Annual Report on Form 10-K for further information.

We estimate the grant date fair value of stock options using the Black-Scholes option-pricing model. The determination of
the fair value of stock options using the option-pricing model is affected by a number of complex and subjective assumptions.
These assumptions include, but are not limited to, the fair value of our common stock, the expected term of the awards, the
expected stock price volatility over the term of the awards, risk-free interest rate, and dividend yield.

Fair value: The fair value of our common stock is based on the public market.

Expected term: We calculate the expected term of stock options using the simplified method, which is the simple average of
the vesting period and the contractual term. The simplified method is applied as we have insufficient historical data to
provide a reasonable basis for an estimate of the expected term.

Expected volatility: As there is limited historical or implied volatility information available since our IPO in October 2024,
we estimate the expected volatility using the historical stock volatility of a group of similar companies that are publicly
traded over a period equivalent to the expected term of the stock options. We will continue to utilize this approach until we
have sufficient historical information available.

Risk free interest rate: The risk-free interest rate is based on the U.S. constant maturity rates with remaining terms similar to
the expected term of the stock options.

Expected dividend yield: We do not expect to declare a dividend to shareholders in the foreseeable future.

Leases

We recognize lease liabilities and right-of-use assets on the consolidated balance sheet based on the present value of the lease
payments for the lease term. Our leases generally do not provide an implicit interest rate. Therefore, the present values of
these lease payments are calculated using our incremental borrowing rates, which are estimated using key inputs such as
credit ratings, base rates, and spreads. The incremental borrowing rate is the rate of interest that we would have to pay to
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borrow on a collateralized basis over a similar term an amount equal to the lease payments in a similar economic
environment. The rates are established based on our First Lien Term Loan Facility. Variable lease payments may be based on
an index or rate, such as consumer price indices, and include rent escalations or market adjustment provisions. Unless
considered in-substance fixed lease payments, variable lease payments are expensed when incurred. Our lease agreements do
not contain any material residual value guarantees.

The lease term for all of our leases includes the non-cancelable period of the lease. We do not include periods covered by
lease options to renew or terminate the lease in the determination of the lease term until it is reasonably certain that the option
will be exercised. This evaluation is based on management’s assessment of various relevant factors including economic,
contractual, asset-based, entity-specific, and market-based factors, among others.

We have leases that contain lease and non-lease components. The non-lease components typically consist of common area
maintenance. For all classes of leased assets, we have elected the practical expedient to account for the lease and non-lease
components as a single lease component. For these leases, the lease payments used to measure the lease liability include all
the fixed and in-substance fixed consideration in the contract.

For leases with a term of one year or less (“short-term leases”), we have elected to not recognize the arrangements on the
balance sheet and the lease payments are recognized in the consolidated statement of income on a straight-line basis over the
lease term. Variable lease payments associated with these leases are recognized and presented in the same manner as for all
other leases.

We modify leases as necessary for a variety of reasons, including to extend or shorten the contractual lease term, or expand or
reduce the leased space or underlying asset.

Income Taxes

We account for income taxes in accordance with the authoritative guidance, which requires income tax effects for changes in
tax laws to be recognized in the period in which the law is enacted.

Deferred tax assets and liabilities are recognized using enacted tax rates for the effect of temporary differences between the
book and tax bases of recorded assets and liabilities. The guidance also requires that deferred tax assets be reduced by a
valuation allowance if it is more likely than not that a portion of the deferred tax asset will not be realized. We have
determined that a valuation allowance is not necessary as of January 3, 2026 as we anticipate that our future taxable income
will be sufficient to recover the remainder of our deferred tax assets. However, should there be a change in our ability to
recover our deferred tax assets, we could be required to record a valuation allowance against such deferred tax assets. This
would result in additional recorded tax expense or a reduced tax benefit in the period in which we determine that the recovery
is not more likely than not.

The calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax regulations. In
accordance with the authoritative guidance on accounting for uncertainty in income taxes, we recognize liabilities for
uncertain tax positions based on the two-step process. The first step is to evaluate the tax position for recognition by
determining if the weight of available evidence indicates that it is more likely than not that the position will be sustained in
audit, including resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit as
the largest amount that is more than 50% likely of being realized upon ultimate settlement. We reevaluate these uncertain tax
positions on a quarterly basis. This evaluation is based on factors including, but not limited to, changes in facts or
circumstances, changes in tax law, effectively settled issues under audit, and new audit activities. Any change in these factors
could result in the recognition of a tax benefit or an additional charge to the tax provision.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk in the ordinary course of business. Market risk represents the risk of loss that may impact our
results of operations or financial condition due to adverse changes in financial market prices and rates. Our market risk
exposure is primarily a result of fluctuations in interest rates.

Interest Rate Risk

As of January 3, 2026, we had $927.5 million of variable-rate debt, net of debt issuance costs. We estimate that had the
average interest rates on our variable rate borrowings outstanding under the Credit Agreement increased by 100 basis points
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during fiscal 2025, our interest expense for the same period would have increased by approximately $1.7 million, inclusive of
the effects of our interest rate derivatives. The impact to future interest expense as a result of changes in future interest rates
is also contingent upon the aggregate amount of our borrowings subject to variable interest rates and the interest derivative
contracts in place at that time. As a result, any estimated increase in interest expense may not be indicative of future interest
expense. As of January 3, 2026, the fair value of our interest rate derivatives was a liability of $6.2 million, of which $3.6
million was recorded in other current liabilities and $2.6 million was recorded in other long-term liabilities on the
consolidated balance sheets.

We may enter into interest rate derivative contracts that are designated as cash flow hedges under ASC 815, Derivatives and
Hedging, to effectively manage variable interest rates on the First Lien Term Loan Facility and convert a portion of our
variable rate debt to a fixed rate basis. We do not hold or issue derivatives for trading or speculative purposes. In January
2024, we entered into a pay-fixed-receive-float interest rate swap with a notional amount of $400.0 million through its
maturity and a fixed interest rate of 3.85% per annum. Additionally, in February 2024, we entered into two pay-fixed-
receive-float interest rate swaps with a combined notional amount of $400.0 million through their maturity and a fixed
interest rate of 3.89% per annum. These swaps commenced in June 2024, and will mature in December 2026. In March 2025,
we entered into two forward starting pay-fixed-receive-float interest rate swap contracts with a combined notional amount of
$500.0 million through their maturity, one with a fixed interest rate of 3.72% per annum and the other with a fixed interest
rate of 3.74% per annum. These interest rate swap contracts will commence in December 2026, when our current swaps
expire, and will mature in December 2027. The interest rate swap contracts were executed in order to hedge the interest rate
risk on a portion of the variable rate debt under the Credit Agreement and payments to or from the counterparty are based on
the variable rate which is the greater of three-month SOFR or 0.50% per annum. As of January 3, 2026, the derivatives are
considered highly effective.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of KinderCare Learning Companies, Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of KinderCare Learning Companies, Inc. and its subsidiaries
(the "Company") as of January 3, 2026 and December 28, 2024, and the related consolidated statements of operations and
comprehensive (loss) income, of shareholders' equity and of cash flows for each of the three years in the period ended
January 3, 2026, including the related notes (collectively referred to as the "consolidated financial statements"). We also have
audited the Company's internal control over financial reporting as of January 3, 2026, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of January 3, 2026 and December 28, 2024, and the results of its operations and its cash flows for
each of the three years in the period ended January 3, 2026 in conformity with accounting principles generally accepted in the
United States of America. Also in our opinion, the Company did not maintain, in all material respects, effective internal
control over financial reporting as of January 3, 2026, based on criteria established in Internal Control - Integrated
Framework (2013) issued by the COSO because a material weakness in internal control over financial reporting existed as of
that date related to the Company not designing and maintaining effective information technology general controls for
information systems that are relevant to the preparation of the Company's consolidated financial statements, including
ineffective controls over program change management, user access, and computer operations.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that
there is a reasonable possibility that a material misstatement of the annual or interim financial statements will not be
prevented or detected on a timely basis. The material weakness referred to above is described in Management’s Report on
Internal Control Over Financial Reporting appearing under Item 9A. We considered this material weakness in determining
the nature, timing, and extent of audit tests applied in our audit of the fiscal 2025 consolidated financial statements, and our
opinion regarding the effectiveness of the Company’s internal control over financial reporting does not affect our opinion on
those consolidated financial statements.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting,
included in management's report referred to above. Our responsibility is to express opinions on the Company’s consolidated
financial statements and on the Company's internal control over financial reporting based on our audits. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required
to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules
and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was maintained in
all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond
to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our
audit of internal control over financial reporting included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. Our audits also included performing such other procedures as we considered
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting

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

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial
statements that was communicated or required to be communicated to the audit committee and that (i) relates to accounts or
disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective,
or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated
financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate
opinion on the critical audit matter or on the accounts or disclosures to which it relates.

Valuation of Workers’ Compensation and General Liability Self-Insurance Obligations

As described in Notes 1, 11 and 13 to the consolidated financial statements, the Company’s combined current and long-term
consolidated self-insurance obligations were $121.1 million as of January 3, 2026, of which $107.6 million relates to workers’
compensation and general liability. Management uses an independent third-party actuary to assist in determining the self-
insurance obligations. Self-insurance obligations are accrued on an undiscounted basis based on estimates for known claims and
estimated incurred but not yet reported claims. The estimates require significant management judgment and are developed
utilizing standard actuarial methods and are based on historical claims experience and actuarial assumptions, including loss rate
and loss development factors.

The principal considerations for our determination that performing procedures relating to the valuation of workers’
compensation and general liability self-insurance obligations is a critical audit matter are (i) the significant judgment by
management when developing the estimated workers’ compensation and general liability self-insurance obligations; (ii) a high
degree of auditor judgment, subjectivity, and effort in performing procedures and evaluating audit evidence related to
management’s standard actuarial methods and significant assumptions related to loss rate and loss development factors; and
(iii) the audit effort involved the use of professionals with specialized skill and knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall
opinion on the consolidated financial statements. These procedures included, among others, (i) testing the completeness and
accuracy of underlying data provided by management and (ii) the involvement of professionals with specialized skill and
knowledge to assist in evaluating the reasonableness of management’s estimate by performing a combination of procedures,
including (a) developing an independent estimate of the self-insurance obligations for workers’ compensation and general
liability, and comparing the independent estimate to management’s actuarial determined obligations; (b) evaluating the
appropriateness of management’s standard actuarial method and the reasonableness of management’s significant assumptions
related to loss rate and loss development factors; and (c) the consistency of management’s standard actuarial methods period-
over-period.

/s/ PricewaterhouseCoopers LLP
San Francisco, California
March 13, 2026

We have served as the Company’s auditor since 2024.
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KinderCare Learning Companies, Inc.
Consolidated Balance Sheets
(In thousands, except share data)

January 3, 2026 December 28, 2024

Assets
Current assets:
Cash and cash equivalents $ 133,205 $ 62,336
Accounts receivable, net 118,523 104,333
Prepaid expenses and other current assets 106,291 48,104
Total current assets 358,019 214,773

Property and equipment, net of accumulated depreciation 417,789 418,524
Goodwill 964,829 1,119,714
Intangible assets, net of accumulated amortization 420,922 429,766
Operating lease right-of-use assets 1,500,786 1,373,064
Other assets 85,545 89,626

Total assets $ 3,747,890 $ 3,645,467
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 163,312 $ 152,660
Related party payables — 119
Current portion of long-term debt 9,620 7,251
Operating lease liabilities—current 146,594 144,919
Deferred revenue 49,577 26,376
Other current liabilities 115,762 81,433
Total current liabilities 484,865 412,758

Long-term debt, net 917,925 918,719
Operating lease liabilities—long-term 1,447,524 1,315,587
Deferred income taxes, net 35,454 30,907
Other long-term liabilities 106,860 102,987

Total liabilities 2,992,628 2,780,958
Commitments and contingencies (Note 21)
Shareholders' equity:
Preferred stock, par value $0.01; 25,000,000 shares authorized; no shares
issued and outstanding as of January 3, 2026 and December 28, 2024 — —
Common stock, par value $0.01; 750,000,000 shares authorized;
118,340,042 shares issued and outstanding as of January 3, 2026 and
117,984,749 shares issued and outstanding as of December 28, 2024 1,183 1,180
Additional paid-in capital 841,301 830,369
Retained (deficit) earnings (82,619) 30,261
Accumulated other comprehensive (loss) income (4,603) 2,699
Total shareholders' equity 755,262 864,509
Total liabilities and shareholders' equity $ 3,747,890 $ 3,645,467
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KinderCare Learning Companies, Inc.
Consolidated Statements of Operations and Comprehensive (Loss) Income

(In thousands, except per share data)

Fiscal Year Ended

January 3, 2026 December 28,
2024

December 30,
2023

Revenue $ 2,733,323 $ 2,663,035 $ 2,510,182
Costs and expenses:
Cost of services (excluding depreciation and impairment) 2,128,130 2,032,513 1,824,324
Depreciation and amortization 123,967 117,606 109,045
Selling, general, and administrative expenses 297,232 423,063 287,967
Impairment losses 204,051 10,535 13,560
Total costs and expenses 2,753,380 2,583,717 2,234,896
(Loss) income from operations (20,057) 79,318 275,286

Interest expense 83,975 170,539 152,893
Interest income (4,827) (7,369) (6,139)
Other income, net (5,863) (5,620) (1,393)

(Loss) income before income taxes (93,342) (78,232) 129,925
Income tax expense 19,538 14,608 27,367

Net (loss) income $ (112,880) $ (92,840) $ 102,558
Other comprehensive (loss) income, net of tax:
Change in net (losses) gains on cash flow hedges (7,302) 3,012 1,695

Total comprehensive (loss) income $ (120,182) $ (89,828) $ 104,253
Net (loss) income per common share:
Basic $ (0.95) $ (0.96) $ 1.13
Diluted $ (0.95) $ (0.96) $ 1.13

Weighted average number of common shares outstanding:
Basic 118,329 96,309 90,366
Diluted 118,329 96,309 90,389
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KinderCare Learning Companies, Inc.
Consolidated Statements of Shareholders' Equity

(In thousands)

Accumulated
Additional Retained Other Total

Common Stock Paid-in (Deficit) Comprehensive Shareholders'

Shares Amount Capital Earnings (Loss) Income Equity

Balance as of December 31, 2022 90,366 $ 904 $ 388,247 $ 20,543 $ (2,008) $ 407,686
Reclassification of equity-
classified stock options and
restricted stock units to
liability-classified (6,750) (6,750)
Stock-based compensation 1,691 1,691
Other comprehensive income,
net of tax 1,695 1,695
Net income 102,558 102,558

Balance as of December 30, 2023 90,366 $ 904 $ 383,188 $ 123,101 $ (313) $ 506,880
Distribution to parent (320,000) (320,000)
Initial public offering, net of
underwriting discounts, offering
costs, and tax impact 27,600 276 616,885 617,161
Reclassification of liability-
classified stock options and
restricted stock units to
equity-classified 12,940 12,940
Issuance of common stock upon
settlement of restricted stock units 29 — — —
Common stock withheld for taxes in
net settlement of restricted stock units (10) — (224) (224)
Stock-based compensation 137,580 137,580
Other comprehensive income,
net of tax 3,012 3,012
Net loss (92,840) (92,840)

Balance as of December 28, 2024 117,985 $ 1,180 $ 830,369 $ 30,261 $ 2,699 $ 864,509
Issuance of common stock upon
settlement of restricted stock units 523 5 (5) —
Common stock withheld for taxes in net
settlement of restricted stock units (168) (2) (1,460) (1,462)
Stock-based compensation 11,849 11,849
Adjustment to tax impact of
initial public offering costs 548 548
Other comprehensive loss, net of tax (7,302) (7,302)
Net loss (112,880) (112,880)

Balance as of January 3, 2026 118,340 $ 1,183 $ 841,301 $ (82,619) $ (4,603) $ 755,262
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KinderCare Learning Companies, Inc.
Consolidated Statements of Cash Flows

(In thousands)

Fiscal Year Ended
January 3, December 28, December 30,
2026 2024 2023

Operating activities:
Net (loss) income $ (112,880) $ (92,840) $ 102,558
Adjustments to reconcile net (loss) income to cash provided by
operating activities:
Depreciation and amortization 123,967 117,606 109,045
Impairment losses 204,051 10,535 13,560
Change in deferred taxes 7,272 (29,828) (17,414)
Loss on extinguishment of long-term debt, net 5,434 25,652 3,957
Loss on extinguishment of indebtedness to related party — — 472
Amortization of debt issuance costs 6,102 6,830 8,482
Stock-based compensation 11,849 144,082 12,557
Realized and unrealized gains from investments held in deferred
compensation asset trusts (3,131) (2,242) (3,010)
(Gain) loss on disposal of property and equipment (205) (2,838) 2,151

Changes in assets and liabilities, net of effects of acquisitions:
Accounts receivable (14,190) (16,346) (18,050)
Prepaid expenses and other current assets (60,144) (6,518) 22,053
Other assets 7,854 (1,604) (1,329)
Accounts payable and accrued liabilities 4,326 (8,794) (1,321)
Leases 2,332 1,091 1,110
Deferred revenue 23,002 569 633
Other current liabilities 31,727 (14,580) 20,560
Other long-term liabilities 1,288 (15,007) 49,192
Related party payables (119) 119 (1,666)
Cash provided by operating activities 238,535 115,887 303,540

Investing activities:
Purchases of property and equipment (128,271) (132,322) (129,045)
Payments for acquisitions, net of cash acquired (23,101) (10,920) (10,244)
Proceeds from the disposal of property and equipment 293 2,872 906
Investments in deferred compensation asset trusts (7,497) (8,701) (6,767)
Proceeds from deferred compensation asset trust redemptions 4,160 1,833 1,573
Proceeds from sale and leaseback, net of transaction costs — — 25,917

Cash used in investing activities (154,416) (147,238) (117,660)
Financing activities:
Proceeds from initial public offering, net of underwriting discounts — 625,968 —
Payments of deferred offering costs (275) (9,587) —
Distribution to parent — (320,000) —
Proceeds from issuance of long-term debt — 264,338 1,258,750
Repayment of long-term debt — (608,000) (1,310,881)
Repayment of indebtedness to related party — — (56,328)
Principal payments of long-term debt (9,644) (11,890) (6,256)
Payments of debt issuance costs (317) (1,184) (7,320)
Repayments of promissory notes (354) (421) (951)
Payments of financing lease obligations (1,198) (1,631) (1,734)
Tax payments related to net settlement of restricted stock units (1,462) (224) —
Payments of contingent consideration for acquisitions — — (10,217)

Cash used in financing activities (13,250) (62,631) (134,937)
Net change in cash, cash equivalents, and restricted cash 70,869 (93,982) 50,943

Cash, cash equivalents, and restricted cash at beginning of period 62,430 156,412 105,469
Cash, cash equivalents, and restricted cash at end of period $ 133,299 $ 62,430 $ 156,412
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KinderCare Learning Companies, Inc.
Consolidated Statements of Cash Flows (continued)

(In thousands)

Fiscal Year Ended
January 3, December 28, December 30,
2026 2024 2023

Reconciliation of cash, cash equivalents, and restricted cash to the
consolidated balance sheets:
Cash and cash equivalents $ 133,205 $ 62,336 $ 156,147
Restricted cash included within other assets 94 94 265
Total cash, cash equivalents, and restricted cash at end of period $ 133,299 $ 62,430 $ 156,412

Supplemental cash flow information:
Cash paid for interest $ 83,104 $ 126,257 $ 138,920
Cash paid for income taxes, net of refunds 15,150 47,667 29,445
Cash paid for amounts included in the measurement of operating
lease liabilities 308,286 292,863 284,073

Non-cash operating activities:
Operating lease right-of-use assets obtained in exchange for operating
lease liabilities $ 303,750 $ 181,648 $ 99,051
Reclassification of liability-classified stock options and restricted
stock units to equity-classified — 12,940 —
Deferred cloud computing implementation costs included in
accounts payable 127 6,228 —
Reclassification of equity-classified stock options and restricted
stock units to liability-classified — — 6,750

Non-cash investing and financing activities:
Property and equipment additions included in accounts payable and
accrued liabilities $ 11,812 $ 5,694 $ 3,217
Finance lease right-of-use assets obtained in exchange for finance
lease liabilities 1,023 110 3,119
Reductions to finance lease right-of-use assets resulting from
reductions to finance lease liabilities 1,261 — 512
Adjustment to tax impact of initial public offering costs 548 — —
Deferred offering costs included in accounts payable and
accrued liabilities — 275 —
Contingent consideration and holdbacks payable for acquisitions 1,635 — —
Measurement period and other adjustments to reduce contingent
consideration payable — — 38
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KinderCare Learning Companies, Inc.
Notes to Consolidated Financial Statements

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization—KinderCare Learning Companies, Inc. (the "Company") offers early childhood education and care
programs to children ranging from six weeks through 12 years of age. Founded in 1969, the services provided include
infant, toddler, preschool, kindergarten, and before- and after-school programs. The Company provides childhood
education and care programs within the following categories:

Community-Based and Employer-Sponsored Early Childhood Education and Care—The Company provides early
childhood education and care services, as well as back-up care, primarily marketed under the names KinderCare
Learning Centers and Crème School (formerly Crème de la Crème). Additionally, the Company partners with employer
sponsors under a variety of agreements such as discounted rent, enrollment guarantees, or an arrangement whereby the
center is managed by the Company in return for a management fee. As of January 3, 2026, the Company provided
community-based and employer-sponsored early childhood education and care services through 1,601 centers with a
licensed capacity of 214,803 children in 40 states and the District of Columbia.

Before- and After-School Educational Services—The Company provides before- and after-school educational services
for preschool and school-age children under the name Champions. As of January 3, 2026, Champions offered
educational services through 1,153 sites in 29 states and the District of Columbia. These sites primarily operate at
elementary school facilities.

Initial Public Offering—On October 8, 2024, the Company’s registration statement on Form S-1, as amended (File
No. 333-281971) ("Form S-1") related to its initial public offering (“IPO”), was declared effective by the Securities and
Exchange Commission (“SEC”). In connection with the IPO, the Company converted Class A and Class B common
stock, both with a par value of $0.0001 per share, to common stock, with a par value of $0.01 per share, at a ratio of
8.375 shares of Class A and Class B common stock to one share of common stock, which became effective
immediately following the effectiveness of the Company’s registration statement on Form S-1 for its IPO (the
“Common Stock Conversion”). As a result, 756.8 million shares of Class A common stock outstanding were converted
to 90.4 million shares of common stock. All prior period shares outstanding, per share amounts, and stock-based
compensation related disclosures, as applicable, have been adjusted to retrospectively reflect the Common Stock
Conversion in the consolidated financial statements and notes thereto.

Refer to Note 17, Shareholders' Equity and Stock-based Compensation, for further information on events and
transactions that occurred in connection with the IPO.

Deferred Offering Costs—Offering costs, primarily consisting of accounting, legal, printing and filing services, and
other third-party fees which are directly related to an IPO that is probable of successful completion, are deferred until
such financing is consummated. After consummation of an IPO, these costs are recorded as a reduction of the proceeds
received as a result of the IPO. Other non-recurring incremental organizational costs related to preparing for an IPO are
expensed as incurred. In connection with the completion of its IPO, the Company recorded $9.9 million in offering
costs within additional paid-in capital on the consolidated balance sheets as of December 28, 2024, offsetting proceeds
received.

Basis of Presentation—The consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (“GAAP") and with the instructions to Form 10-K and
Regulation S-X of the SEC. All intercompany balances and transactions have been eliminated in consolidation.

The Company considers itself to control an entity if it is the majority owner of or has voting control over such entity.
The Company also assesses control through means other than voting rights, known as variable interest entities
(“VIEs”), and determines which business entity is the primary beneficiary of the VIE. The Company consolidates VIEs
when it is determined that it is the primary beneficiary of the VIE. The Company does not have interests in any entities
that would be considered VIEs. Investments in business entities in which the Company does not have control but has
the ability to exercise significant influence over operating and financial policies are accounted for using the equity
method.

Fiscal Period—The Company reports on a 52- or 53-week fiscal year comprised of 13- or 14-week fourth quarters,
respectively, with the fiscal year ending on the Saturday closest to December 31. The fiscal year ended January 3, 2026
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is a 53- week fiscal year and the fiscal years ended December 28, 2024 and December 30, 2023 are 52- week fiscal
years.

Use of Estimates—The preparation of the consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the consolidated financial statements, as well as the reported
amounts of revenue and expenses during the reporting period. Estimates have been prepared based on the most current
and best available information, and actual results could differ from those estimates. The most significant estimates
underlying the consolidated financial statements include self-insurance obligations, stock-based compensation,
valuation allowances against deferred tax assets, incremental borrowing rates for operating leases, accounting for
business combinations and related fair value measurements of assets acquired and liabilities assumed, and the valuation
and impairment of goodwill, intangible assets, and long-lived assets.

Concentration of Credit Risk—Financial instruments that subject the Company to credit risk consist primarily of
cash, cash equivalents, restricted cash, and accounts receivable. Cash, cash equivalents, and restricted cash are placed
with high credit-quality financial institutions. Concentration of credit risk with respect to accounts receivable is
generally diversified due to the large and geographically dispersed customer base.

Cash, Cash Equivalents, and Restricted Cash—Cash and cash equivalents include unrestricted cash and highly
liquid investments with maturities of 90 days or less from the date of purchase.

The Company is periodically required to maintain minimum cash balances held as collateral for certain insurance and
securitization arrangements. Such cash is classified as restricted cash and reported as a component of other assets on
the Company’s consolidated balance sheets.

Accounts Receivable—Accounts receivable are comprised primarily of tuition due from parents, government
agencies, and employer sponsors. The Company is exposed to credit losses on accounts receivable balances. The
Company monitors collections and payments and maintains an allowance for estimated losses based on historical
trends, specific customer issues, governmental funding levels, current economic trends, and reasonable and supportable
forecasts. Accounts receivable are stated net of allowance for credit losses. The allowance for credit losses was not
material as of January 3, 2026 and December 28, 2024.

Property and Equipment—Property and equipment are stated at cost less accumulated depreciation. Depreciation is
computed on a straight-line basis over the useful lives of the assets. The estimated useful lives are 20 to 40 years for
buildings, 10 years for building improvements, and 3 to 10 years for furniture, fixtures, and equipment. Leasehold
improvements are depreciated on a straight-line basis over the lesser of the remaining term of the related lease or the
useful lives of the improvements. Maintenance, repairs, and minor refurbishments are expensed as incurred. Refer to
Note 6, Property and Equipment, for further information.

Business Combinations—Business combinations are accounted for using the acquisition method of accounting.
Amounts paid for an acquisition are allocated to the assets acquired and liabilities assumed based on their fair values at
the date of acquisition. The accounting for business combinations requires estimates and judgment in determining the
fair value of assets acquired, liabilities assumed, and contingent consideration transferred, if any, regarding
expectations of future cash flows of the acquired business, and the allocation of those cash flows to the identifiable
intangible assets. The determination of fair value is based on management’s estimates and assumptions, as well as other
information compiled by management, including valuations that utilize customary valuation procedures and techniques.
If actual results differ from these estimates, the amounts recorded in the consolidated financial statements could result
in a possible impairment of intangible assets and goodwill. Refer to Note 3, Acquisitions, for further information
regarding the Company's business combinations.

Goodwill and Indefinite-Lived Intangible Assets—Goodwill is recorded when the consideration paid for an
acquisition exceeds the fair value of the net tangible and identifiable intangible assets acquired. The Company operates
as a single reportable segment with two reporting units for purposes of testing goodwill for impairment: early
childhood education centers and before- and after-school sites. Refer to Note 23, Segment Information, for additional
information regarding the Company's segment conclusions. The Company's indefinite-lived intangible assets consist of
various trade names and trademarks.

Goodwill and indefinite-lived intangible assets are tested for impairment on an annual basis in the fourth quarter or
more frequently if impairment indicators exist. Potential indicators of impairment include macroeconomic conditions,
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industry and market considerations, actual and projected financial performance and cash flows, entity-specific events,
and changes in the Company's stock price in relation to the carrying value of its reporting units, among other relevant
factors. During a goodwill and indefinite-lived intangible asset impairment test, the Company may first assess
qualitative factors to determine whether it is more likely than not that the fair value of a reporting unit or indefinite-
lived intangible asset is less than its carrying amount. If, after assessing the totality of events and circumstances, the
Company determines that it is more likely than not that the fair value of a reporting unit or indefinite-lived intangible
asset is greater than its carrying amount, the quantitative impairment test is unnecessary. If a reporting unit or
indefinite-lived intangible asset does not pass the qualitative assessment, or if the Company chooses to bypass the
qualitative assessment, a quantitative test is performed.

If the quantitative impairment test is performed over goodwill, the assessment considers both the income approach and
the market approach and selects an approach or weightings of approaches, as deemed appropriate, to estimate a
reporting unit's fair value. In the income approach, the fair values of the reporting units are estimated using a
discounted cash flow ("DCF") method. For a market approach, the Company may consider various valuation
methodologies, including multiples of comparable public companies or the use of market capitalization adjusted for a
reasonable control premium that is estimated using expected synergies that would be realized by a hypothetical buyer.

When performing a quantitative fair value measurement calculation for indefinite-lived trade names and trademarks,
the Company utilizes the relief-from-royalty method, which assumes trade names and trademarks have value to the
extent its owner is relieved of the obligation to pay royalties for the benefits received from them. If the carrying
amounts of the reporting units or indefinite-lived intangible assets exceeds their fair values, an impairment charge will
be recognized in an amount equal to that excess.

In accordance with Accounting Standards Codification ("ASC") 350, Intangibles—Goodwill and Other and ASC 360,
Property, Plant, and Equipment, the Company first performs impairment testing of indefinite-lived intangible assets
and any other assets or liabilities other than long-lived assets and goodwill, followed by long-lived assets held and
used, prior to testing goodwill.

Refer to Note 7, Goodwill and Intangible Assets, and Note 15, Fair Value Measurements, for further information
regarding the Company’s goodwill and indefinite-lived intangible assets, including the recognition of goodwill
impairment charges of $178.0 million during the fiscal year ended January 3, 2026.

Long-Lived Assets—Long-lived assets consist of lease right-of-use assets (“ROU assets”), property and equipment,
and definite-lived intangible assets. Definite-lived intangible assets consist of trade names and trademarks, customer
relationships, accreditations, proprietary curricula, and internally developed software. Long-lived assets are depreciated
or amortized over their estimated useful lives or lease term, as appropriate. If events or changes in circumstances
require impairment testing and/or a revision to the remaining useful life, the Company reviews and evaluates the
recoverability of such assets based on a comparison of the carrying values of the related assets groups to expected
future undiscounted cash flows. If an asset group is not recoverable, impairment is recognized to the extent that the
carrying value exceeds the estimated fair value of the asset group, with the allocation of impairment to the related long-
lived assets not to reduce their carrying values below their respective fair values. Refer to Note 6, Property and
Equipment, Note 7, Goodwill and Intangible Assets, Note 8, Leases, and Note 15, Fair Value Measurements, for
further information regarding the Company’s long-lived assets.

Cloud Computing Arrangements—The Company periodically enters into cloud computing arrangements to access
and use third-party software in support of its operations. The Company assesses its cloud computing arrangements to
determine whether the contract meets the definition of a service contract. For cloud computing arrangements that meet
the definition of a service contract, the Company capitalizes implementation costs incurred during the application
development stage and amortizes the costs on a straight-line basis over the term of the associated service contract. The
capitalized implementation costs are allocated between prepaid expenses and other current assets and other assets on
the Company's consolidated balance sheets based on the expected period the amortization will be recognized. As of
January 3, 2026 and December 28, 2024, capitalized implementation costs of $27.8 million and $30.9 million related to
cloud computing arrangements, which are net of accumulated amortization of $3.8 million and $0.5 million,
respectively, were recorded as a component of prepaid expenses and other current assets and other assets on the
Company's consolidated balance sheets. Amortization expense for implementation costs for cloud-based computing
arrangements was $3.3 million, $0.5 million, and less than $0.1 million for the fiscal years ended January 3, 2026,
December 28, 2024, and December 30, 2023 respectively, and was recorded as a component of selling, general, and
administrative expenses in the consolidated statements of operations and comprehensive (loss) income.
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Leases—The Company leases early childhood education and care centers, office facilities, vehicles, and equipment in
the United States under both operating and finance leases.

At contract inception, the Company reviews the contractual terms to determine if an arrangement is a lease. Lease
commencement occurs on the date the Company takes possession or control of the property or equipment. For leases
identified, at lease commencement the Company determines whether those lease obligations are operating or finance
leases. Lease expense for operating leases is recognized on a straight-line basis over the lease term, while for finance
leases, lease expense is recognized as the ROU asset is amortized on a straight-line basis to the earlier of the end of its
useful life, or the end of the lease term. Amortization of the ROU asset is recognized and presented separately from
interest expense on the finance lease liability.

At lease commencement, the Company recognizes lease liabilities and ROU assets on the consolidated balance sheets
based on the present value of the lease payments for the lease term. The Company’s leases generally do not provide an
implicit interest rate. Therefore, the present values of these lease payments are calculated using the Company’s
incremental borrowing rates, which are estimated using key inputs such as credit ratings, base rates, and spreads.
Variable lease payments may be based on an index or rate, such as consumer price indices, and include rent escalations
or market adjustment provisions. Unless considered in-substance fixed lease payments, variable lease payments are
expensed when incurred. The Company’s lease agreements do not contain any material residual value guarantees.

ROU assets are initially measured at cost, which comprises the initial lease liability, adjusted for initial direct costs,
lease payments made at or before the commencement date, and reduced by lease incentives received.

The lease term for all the Company’s leases includes the noncancelable period of the lease. The Company does not
include periods covered by lease options to renew or terminate the lease in the determination of the lease term until it is
reasonably certain that the option will be exercised. This evaluation is based on management’s assessment of various
relevant factors including economic, contractual, asset-based, entity-specific, and market-based factors, among others.

For leases with a term of one year or less (“short-term leases”), the Company has elected to not recognize the
arrangements on the consolidated balance sheets and the lease payments are recognized in the consolidated statements
of operations and comprehensive (loss) income on a straight-line basis over the lease term. Variable lease payments
associated with these leases are recognized and presented in the same manner as for all other Company leases.

The Company has leases that contain lease and non-lease components. The non-lease components typically consist of
common area maintenance. For all classes of leased assets, the Company has elected the practical expedient to account
for the lease and non-lease components as a single lease component. For these leases, the lease payments used to
measure the lease liability include all the fixed and in-substance fixed consideration in the contract.

ROU assets for operating and finance leases are periodically reduced by impairment losses. The Company uses the
long-lived assets impairment guidance in ASC Subtopic 360-10, Property, Plant, and Equipment–Overall, to determine
whether an ROU asset is impaired, and if so, the amount of the impairment loss to recognize.

The Company periodically enters into sale and leaseback transactions. To determine whether the transfer of the
property should be accounted for as a sale, the Company evaluates whether control has transferred to a third party. If
the transfer of the asset is determined to be a sale, the Company recognizes the transaction price for the sale based on
cash proceeds received, derecognizes the carrying amount of the asset sold, and recognizes a gain or loss in the
consolidated statements of operations and comprehensive (loss) income for any difference between the carrying value
of the asset and the transaction price. The leaseback is accounted for in accordance with the lease policy discussed
above. For further details on the Company’s accounting for leases, refer to Note 8, Leases.

Debt Issuance Costs—Debt issuance costs, which consist of original issue discounts on the Company’s debt and
deferred financing costs, are recorded as a reduction of long-term debt and are amortized over the life of the related
debt instrument using the effective interest method. Amortization expense is included in interest expense in the
consolidated statements of operations and comprehensive (loss) income. Refer to Note 12, Long-term Debt, for further
details on the Company’s debt instruments.

Self-Insurance Obligations—The Company is self-insured for certain levels of workers’ compensation, employee
medical, general liability, auto, property, and other insurance coverage. Insurance claim liabilities represent the
Company's estimate of retained risks. The Company purchases coverage at varying levels to limit potential future
losses, including stop-loss coverage for certain exposures. The nature of these liabilities may not fully manifest for
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several years. The Company retains a substantial portion of the risk related to certain workers’ compensation, general
liability, and medical claims. Liabilities associated with these losses include estimates of both filed claims and incurred
but not yet reported (“IBNR”) claims.

The Company uses an independent third-party actuary to assist in determining the self-insurance obligations. Self-
insurance obligations are accrued on an undiscounted basis based on estimates for known claims and estimated IBNR
claims. The estimates require significant management judgment and are developed utilizing standard actuarial methods
and are based on historical claims experience and actuarial assumptions, including loss rate and loss development
factors. Changes in assumptions such as loss rate and loss development factors, as well as changes in actual experience,
could cause these estimates to change.

Legal costs related to these claims are expensed in the period incurred and recognized in cost of services (excluding
depreciation and impairment) or selling, general and administrative expenses in the consolidated statements of
operations and comprehensive (loss) income, depending on the nature of the underlying claim.

The combined current and long-term self-insurance obligations were $121.1 million and $68.4 million as of January 3,
2026 and December 28, 2024, respectively, of which $107.6 million and $57.6 million, respectively, relate to general
liability and workers’ compensation obligations. The current portion and long-term portion of self-insurance
obligations are included within other current liabilities and other long-term liabilities, respectively, on the consolidated
balance sheets. Additionally, the Company records insurance receivables for amounts in excess of the Company’s self-
insured retention or deductible that represent recoveries considered probable from purchased insurance coverage,
which limits the financial impact of potential future losses. As of January 3, 2026, insurance receivables of $49.1
million were recorded in prepaid expenses and other current assets, and as of January 3, 2026 and December 28, 2024,
$3.1 million and $7.0 million were recorded within other assets, respectively, on the consolidated balance sheets. Refer
to Note 5, Prepaid Expenses and Other Current Assets, Note 9, Other Assets, Note 11, Other Current Liabilities, Note
13, Other Long-term Liabilities, and Note 21, Commitments and Contingencies, for additional information.

Revenue Recognition—The Company’s revenue is derived primarily from tuition charged for providing early
childhood education and care services. Revenues are recognized as services are provided to children at the amount that
reflects the consideration to which the Company has received or expects to receive from parents and, in some cases,
supplemented or paid by government agencies or employer sponsors. A performance obligation is a promise in a
contract to transfer a distinct service to the customer. At contract inception, the Company assesses the services
promised in the contract and identifies each distinct performance obligation. The transaction price of a contract is
allocated to each distinct performance obligation using the relative stand-alone selling price and recognized as revenue
as services are provided. Childhood education and care as well as other enrichment programs are each a series of
services accounted for as a single performance obligation, and tuition revenue related to such performance obligations
is recognized over time as services are rendered. The Company provides discounts for employees, families with
multiple enrollments, referral sources, promotional marketing, and organizations with which the Company partners,
such as employer-sponsored centers and programs.

The Company enters into contracts with employer sponsors to manage and operate their early childhood education and
care centers for a management fee. Management services are a series of services accounted for as a single performance
obligation and management fee revenue is recognized over time as services are rendered.

The Company charges registration fees when a family first registers and annually thereafter. Registration revenue is
recognized over the term of the contract, which is typically one month or less, as these fees are nonrefundable and the
Company has the unconditional right to consideration as it satisfies the performance obligations.

Based on past practices and customer specific circumstances, the Company grants price concessions to customers that
impact the total transaction price. These price concessions represent variable consideration. The Company estimates
variable consideration using the expected value method, which includes the Company’s historical experience with
similar customers and the current macroeconomic conditions. The Company constrains its estimate of variable
consideration to ensure that it is probable that significant reversal in the amount of cumulative revenue recognized will
not occur in a future period when the uncertainty related to the variable consideration is subsequently resolved. During
the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, the revenue recognized from
performance obligations satisfied (or partially satisfied) in previous periods, mainly due to changes in the Company’s
estimates of variable consideration, was not material. Refer to Note 2, Government Assistance, and Note 4, Revenue
Recognition, for additional information related to the Company's revenue.
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Cost of Services (excluding depreciation and impairment)—Cost of services (excluding depreciation and
impairment) consists primarily of personnel costs, rent, food, costs of operating and maintaining facilities, taxes and
licenses, advertising, transportation, classroom and office supplies, and insurance. Offsetting certain center operating
expenses are reimbursements from federal, state, and local agencies. Refer to Note 2, Government Assistance, for
further information regarding reimbursements from federal, state, and local agencies.

Selling, General, and Administrative Expenses—Selling, general, and administrative expenses include costs,
primarily personnel related, associated with field management, corporate oversight, and support of the Company’s
centers and sites.

Government Assistance—The Company receives Government Assistance from various governmental entities to
support the operations of its early childhood education and care centers and before- and after-school sites. The
Company accounts for Government Assistance by analogy to International Accounting Standards (“IAS”) 20,
Accounting for Government Grants and Disclosure of Government Assistance, of the International Financial Reporting
Standards. In accordance with the IAS 20 framework, Government Assistance is recognized when it is probable that
the Company will comply with all conditions stipulated within the grant and that the assistance will be received.
Although there is potential risk of recapture of Government Assistance, the Company does not expect the amount of
recapture, if any, to materially affect the consolidated financial statements. The recapture of any Government
Assistance will be accounted for as a change in accounting estimate.

The Company's Government Assistance is comprised of both assistance relating to income ("Income Grants") and
capital projects ("Capital Grants"). The Company recognizes Income Grants as revenue or as an offset to the related
expenses within cost of services (excluding depreciation and impairment) and selling, general and administrative
expenses in the consolidated statements of operations and comprehensive (loss) income as stipulated in the grant. The
Company recognizes Capital Grants as an offset to the carrying amounts of the related assets on the consolidated
balance sheets, which are then amortized over the life of the depreciable assets as a reduction to depreciation expense
in the consolidated statements of operations and comprehensive (loss) income. Refer to Note 2, Government
Assistance, for further information regarding the impacts of Government Assistance on the consolidated financial
statements.

Advertising Costs—Costs incurred to produce advertising for seasonal campaigns are expensed during the quarter in
which the advertising first takes place. All other advertising costs are expensed as incurred. Advertising costs are
recorded in cost of services (excluding depreciation and impairment) in the consolidated statements of operations and
comprehensive (loss) income. Total advertising expense was $23.9 million, $26.4 million, and $18.5 million for the
fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively.

Non-Qualified Deferred Compensation Plan—The Company offers highly compensated employees who are
excluded from participating in the 401(k) Plan the ability to participate in the Company's deferred compensation plan
(“NQDC Plan”). Under the NQDC Plan, employees direct the investment of their account balances, and the Company
invests amounts held in the associated asset trusts consistent with these directions. As realized and unrealized
investment gains and losses occur, the Company’s deferred compensation obligation to employees changes accordingly
and adjustments are recorded as a component of selling, general, and administrative expenses in the consolidated
statements of operations and comprehensive (loss) income. The change in the value of the investment trust assets is
primarily offset by the change in the value of the deferred compensation obligation. The offsetting changes in the
investment trust assets are recognized in other (income) expense, net in the consolidated statements of operations and
comprehensive (loss) income as gains of $5.2 million, $3.6 million, and $3.7 million during the fiscal years ended
January 3, 2026, December 28, 2024, and December 30, 2023. Refer to Note 19, Employee Benefit Plans, for additional
information.

Income Taxes—The Company accounts for income taxes under the asset and liability method. Under this method,
deferred tax assets and liabilities are recognized for the expected future consequences of temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes. If the Company were to determine that, on a more likely than not basis, sufficient future taxable income
would not be achieved in order to realize the deferred tax assets, the Company would be required to establish a full
valuation allowance or increase any partial valuation allowance, which would require a charge to income tax expense
for the period in which the determination was made. The ability to realize deferred tax assets depends on the ability to
generate sufficient taxable income within the carryforward periods provided for in the tax law for each applicable tax
jurisdiction. In assessing the need for a valuation allowance, the Company considers all available evidence, both
positive and negative, to utilize deferred tax assets. Evidence includes the anticipated impact on future taxable income
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arising from the reversal of temporary differences, actual operating results for the trailing twelve quarters, the ongoing
assessment of financial performance, and available tax planning strategies, if any, that management considers prudent
and feasible.

The Company records uncertain tax positions in accordance with ASC 740, Income Taxes, on the basis of a two-step
process in which the Company first determines whether it is more likely than not that the tax position will be sustained
on the basis of the technical merits of the position, and second, for those tax positions that meet the more-likely-than-
not recognition threshold, the Company recognizes the largest amount of tax benefit that is more than 50% likely to be
realized upon ultimate settlement with the relevant taxing authority. The Company records uncertain tax positions,
including interest and penalties, on the consolidated balance sheets. Interest and penalties are recognized within income
tax expense in the consolidated statements of operations and comprehensive (loss) income. Refer to Note 5, Prepaid
Expenses and Other Current Assets, Note 9, Other Assets, Note 11, Other Current Liabilities, Note 13, Other Long-
term Liabilities, and Note 20, Income Taxes, for additional information regarding the Company's income taxes and
uncertain tax positions.

Comprehensive Income or Loss—Total comprehensive income or loss is comprised of net income or loss and
changes in net gains or losses on effective cash flow hedging instruments. Accumulated other comprehensive income
or loss is comprised of unrealized gains and losses on cash flow hedging instruments. Total comprehensive income or
loss is presented in the consolidated statements of operations and comprehensive (loss) income and the components of
accumulated other comprehensive income or loss are presented on the consolidated statements of shareholders' equity.
Refer to Note 16, Accumulated Other Comprehensive (Loss) Income, for additional details.

Accounting for Derivatives and Hedging Activities—All derivative instruments within the scope of ASC 815,
Derivatives and Hedging, are recorded as either assets or liabilities at fair value on the consolidated balance sheets. The
Company uses derivative financial instruments to reduce its exposure to changes in interest rates. All hedging
instruments that qualify for hedge accounting are designated and effective as hedges, in accordance with generally
accepted accounting principles. If the underlying hedged transaction ceases to exist, all changes in fair value of the
related derivatives that have not been settled are recognized in current earnings. Instruments that do not qualify for
hedge accounting are marked to market with changes recognized in current earnings. Cash flows from derivative
instruments are classified on the consolidated statements of cash flows in the same category as the cash flows from the
related hedged items. Refer to Note 14, Risk Management and Derivatives, for more information on the Company’s
risk management program and derivatives.

Fair Value Measurements—Fair value guidance defines fair value as the exchange price that would be received to
sell an asset or paid to transfer a liability in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. The Company uses a three-level hierarchy
established by the Financial Accounting Standards Board (“FASB”) that prioritizes fair value measurements based on
the types of inputs used for the various valuation techniques (market approach, income approach, and cost approach).

The levels of the fair value hierarchy are described below:

• Level 1: Quoted prices in active markets for identical assets or liabilities.

• Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly; these include quoted prices for similar assets or liabilities in active markets and quoted prices
for identical or similar assets or liabilities in markets that are not active.

• Level 3: Unobservable inputs with little or no market data available, which require the reporting entity to
develop its own assumptions.

The Company’s assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the asset or liability. Financial assets and liabilities are classified in
their entirety based on the most conservative level of input that is significant to the fair value measurement.

The fair value of nonfinancial assets and liabilities is measured on a nonrecurring basis, when necessary, as part of the
tests of long-lived asset impairment and the recoverability of goodwill and indefinite-lived intangible assets. Refer to
Note 15, Fair Value Measurements, for more information on the Company's fair value measurements.

Net (Loss) Income per Common Share—Basic net (loss) income per share is computed by dividing the net (loss)
income available to common shareholders by the weighted-average number of common shares outstanding during the
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period. Diluted net (loss) income per common share is computed by dividing net (loss) income available to common
shareholders by the weighted-average number of common shares and potentially dilutive shares outstanding during the
period. Potentially dilutive shares whose effect would have been antidilutive are excluded from the computation of
diluted net (loss) income per share. Diluted net (loss) income per common share is calculated using the treasury stock
method. Refer to Note 18, Net (Loss) Income Per Common Share, for additional details.

Stock-based Compensation—The Company accounts for stock options, restricted stock units (“RSUs”), and profit
interest units (“PIUs”) (collectively, “stock-based compensation awards”) granted to employees, officers, managers,
directors, and other providers of services in accordance with ASC 718, Compensation: Stock Compensation ("ASC
718"). The Company measures the grant date fair value of the stock-based compensation awards and recognizes the
resulting expense, net of estimated forfeitures, on a straight-line basis over the requisite service period during which the
grantees are required to perform service in exchange for the stock-based compensation awards, which varies based on
award-type. The requisite service period is reduced for the awards that provide for continued vesting upon retirement if
any of the grantees are retirement eligible at the date of grant or will become retirement eligible during the vesting
period. The estimated number of awards that will ultimately vest requires judgment, and to the extent actual results, or
updated estimates, differ from the Company’s current estimates, such amounts will be recorded as a cumulative
adjustment in the period actual results are realized or estimates are revised. Stock-based compensation expense is only
recognized for PIUs subject to performance-based vesting conditions if it is probable that the performance condition
will be achieved.

The Company estimates the fair value of stock options on the grant dates using the Black-Scholes model. To measure
the grant date fair value of RSUs, the Company uses the estimated common stock price as of the valuation date for both
the equity-classified and liability-classified RSUs and the liabilities are remeasured each reporting period at fair value.
Additionally, the Company estimates the fair value of PIUs on the grant dates using the Monte Carlo option pricing
model. These valuation models require the use of highly complex and subjective assumptions. In February 2023, all
equity-classified, share-settled stock options and RSUs became cash-settled and reclassified as liabilities, and in
October 2024, all liability-classified, cash-settled stock options and RSUs became share-settled and reclassified as
equity. Also in October 2024, in connection with the Company’s IPO, the PIUs were settled in shares and the related
2015 Equity Incentive Plan (“PIUs Plan”) was terminated. Refer to Note 17, Shareholders' Equity and Stock-based
Compensation, for additional information related to the valuation of PIUs, stock options, and RSUs.

Recently Adopted Accounting Pronouncements—In December 2023, the FASB issued Accounting Standards
Update (“ASU”) 2023-09, Income Taxes (Topic 740)—Improvements to Income Tax Disclosures, which provides more
transparency about income tax information through improvements to income tax disclosures primarily related to the
rate reconciliation and income taxes paid information. The Company adopted this guidance within the Annual Report
on Form 10-K for the fiscal year ended January 3, 2026 using the retrospective method of adoption. Refer to Note 20,
Income Taxes, for further information related to the Company's enhanced income tax disclosures.

Recently Issued Accounting Pronouncements—In December 2025, the FASB issued ASU 2025-10, Government
Grants (Topic 832): Accounting for Government Grants received by Business Entities, which establishes authoritative
guidance under GAAP on the accounting for government grants received by business entities. The ASU is effective for
annual periods beginning after December 15, 2028, including interim periods within those annual periods. The
guidance may be applied using a retrospective approach with a cumulative-effect adjustment to the opening balance of
retained earnings as of the beginning of the earliest period presented, or using a modified retrospective approach. The
Company is in the process of determining the impact this rule will have on the consolidated financial statements.

In September 2025, the FASB issued ASU 2025-06, Intangibles—Goodwill and Other—Internal-Use Software
(Subtopic 350-40): Targeted Improvements to the Accounting for Internal-Use Software, which simplifies the
capitalization guidance in ASC 350-40, Intangibles—Goodwill and Other—Internal-Use Software, by removing all
references to software development project stages so that the guidance is neutral to different software development
methods. The guidance is effective for annual reporting periods beginning after December 15, 2027, including interim
periods within those annual periods, and may be applied prospectively, retrospectively, or with a modified transition
approach based on the status of the project and whether software costs were capitalized before the date of adoption.
The Company is in the process of determining the impact this rule will have on the consolidated financial statements.
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In July 2025, the FASB issued ASU 2025-05, Financial Instruments—Credit Losses (Topic 326): Measurement of
Credit Losses for Accounts Receivable and Contract Assets, which provides all entities with a practical expedient when
applying the guidance in ASC 326, Financial Instruments—Credit Losses, to current accounts receivable and current
contract assets arising from transactions accounted for under ASC 606, Revenue from Contracts with Customers. The
guidance is effective for annual reporting periods beginning after December 15, 2025, including interim periods within
those annual periods, and should be applied prospectively. The Company does not expect this rule to have a material
impact on the consolidated financial statements.

In November 2024, the FASB issued ASU 2024-03, Income Statement—Reporting Comprehensive Income—Expense
Disaggregation Disclosures (Subtopic 220-40) and in January 2025, the FASB issued ASU 2025-01, Income
Statement—Reporting Comprehensive Income—Expense Disaggregation Disclosures (Subtopic 220-40): Clarifying the
Effective Date, which requires a public business entity to disclose specific information about certain costs and expenses
in the notes to the consolidated financial statements for interim and annual reporting periods. ASU 2024-03, as clarified
by ASU 2025-01, is effective for annual reporting periods beginning after December 15, 2026 and interim periods
within annual reporting periods beginning after December 15, 2027, and may be applied prospectively or
retrospectively. The Company is in the process of determining the impact this rule will have on the consolidated
financial statements.

2. GOVERNMENT ASSISTANCE

The Company receives government assistance from various governmental entities to support the operations of its early
childhood education and care centers and before- and after-school sites, which is comprised of both Income Grants and
Capital Grants. Income Grants consist primarily of funds received for reimbursement of food costs, teacher
compensation, and classroom supplies, and in certain cases, as incremental revenue.

A portion of the Company's food costs are reimbursed through the federal Child and Adult Care Food Program. The
program is operated by states to partially or fully offset the cost of food for children that meet certain criteria. The
Company recognized food subsidies of $53.2 million, $51.7 million, and $44.1 million during the fiscal years ended
January 3, 2026, December 28, 2024, and December 30, 2023, respectively, offsetting cost of services (excluding
depreciation and impairment) in the consolidated statements of operations and comprehensive (loss) income.

The Company receives grant funding from various governmental programs and agencies for expenses including teacher
compensation, classroom supplies, and other center operating costs, a portion of which are incrementally incurred by
the Company as stipulated by certain grant requirements. Grants of $50.9 million, $17.3 million, and $6.1 million,
during the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively, were
recognized as reimbursements offsetting cost of services (excluding depreciation and impairment) in the consolidated
statements of operations and comprehensive (loss) income.

The Company records grants receivable for grants that have met the Company's recognition criteria but have not yet
been received as well as deferred grants for amounts received from government assistance that do not yet meet the
Company’s recognition criteria. As of January 3, 2026 and December 28, 2024, the Company recorded $0.3 million
and $1.8 million in grants receivable, respectively, within prepaid expenses and other current assets on the consolidated
balance sheets. As of January 3, 2026 and December 28, 2024, the Company recorded $8.5 million and $7.4 million in
deferred grants, respectively, within other current liabilities on the consolidated balance sheets. Refer to Note 5,
Prepaid Expenses and Other Current Assets, and Note 11, Other Current Liabilities.

COVID-19 Related Stimulus

The federal government passed multiple stimulus packages since the onset of the coronavirus disease 2019 ("COVID-
19") pandemic to stabilize the child care industry, including without limitation, the Coronavirus Aid, Relief and
Economic Security Act ("CARES Act”), the Consolidated Appropriations Act, and the American Rescue Plan Act.
"COVID-19 Related Stimulus" refers to grants arising from governmental acts relating to the COVID-19 pandemic and
are accounted for in accordance with the Company's government assistance policy.

COVID-19 Related Stimulus is recognized as revenue or as cost reimbursements based on stipulations within each
specific grant. Revenue arising from COVID-19 Related Stimulus is to replace lost revenue at centers due to closures
or reduced enrollment as a result of the COVID-19 pandemic. No revenue from COVID-19 Related Stimulus was
recognized during the fiscal year ended January 3, 2026. The Company recognized $0.4 million and $3.0 million
during the fiscal years ended December 28, 2024 and December 30, 2023, respectively, in revenue from COVID-19



62

Related Stimulus in the consolidated statements of operations and comprehensive (loss) income. Additionally, the
Company recognized $0.7 million, $63.3 million, and $181.9 million during the fiscal years ended January 3, 2026,
December 28, 2024, and December 30, 2023, respectively, in funding for reimbursement of center operating expenses,
offsetting cost of services (excluding depreciation and impairment) in the consolidated statements of operations and
comprehensive (loss) income.

The Employee Retention Credit (“ERC”), established by the CARES Act and extended and expanded by several
subsequent governmental acts, allows eligible businesses to claim a per employee payroll tax credit based on a
percentage of qualified wages, including health care expenses, paid during calendar year 2020 through September
2021. During the fiscal year ended December 31, 2022, the Company filed a refund claim of $65.3 million for ERC for
qualified wages and benefits paid throughout the fiscal years ended January 1, 2022 and January 2, 2021.
Reimbursements of $62.0 million in cash tax refunds for ERC claimed, along with $2.3 million in interest income,
were received during the fiscal year ended December 30, 2023. Due to the unprecedented nature of ERC legislation and
the changing administrative guidance, not all of the ERC reimbursements received have met the Company's recognition
criteria. During the fiscal years ended January 3, 2026 and December 28, 2024, the Company recognized $30.1 million
and $23.4 million of ERC in cost of services (excluding depreciation and impairment), along with $1.3 million and
$0.5 million in interest income, respectively, in the consolidated statements of operations and comprehensive (loss)
income. No ERC was recognized during the fiscal year ended December 30, 2023. As of January 3, 2026 and
December 28, 2024, total deferred ERC liabilities were $12.3 million and $43.7 million, respectively, of which $12.3
million was recorded in other long-term liabilities as of January 3, 2026, and $31.4 and $12.3 million were recorded in
other current liabilities and other long-term liabilities, respectively, as of December 28, 2024 on the consolidated
balance sheets. Additionally, as of January 3, 2026 and December 28, 2024, the Company had $3.4 million in ERC
receivables recorded in other assets and prepaid expenses and other current assets, respectively, on the consolidated
balance sheets as there is reasonable assurance these reimbursements will be received. The Company reclassified the
ERC receivables from current to long-term during the fiscal year ended January 3, 2026 due to a change in the
estimated timing of when the payment will be received as a result of recent Internal Revenue Service processing
delays. Refer to Note 5, Prepaid Expenses and Other Current Assets, Note 9, Other Assets, Note 11, Other Current
Liabilities, and Note 13, Other Long-term Liabilities, for additional details. Refer to Note 20, Income Taxes, for further
information regarding uncertain tax positions for ERC not yet recognized.

Capital Grants received from governmental grant programs and agencies for capital improvement projects are
recognized as a reduction to the cost basis of property and equipment and amortized over the same period as the related
assets. The Company reduced property and equipment within the consolidated balance sheets by $0.6 million and $2.9
million for the fiscal years ended January 3, 2026 and December 28, 2024, respectively, as a result of Capital Grants
received. Of the Capital Grants applied for the fiscal year ended December 28, 2024, $2.5 million was from COVID-19
Related Stimulus. Amortization of Capital Grants was $1.0 million, $1.0 million, and $0.6 million during the fiscal
years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively, offsetting depreciation and
amortization in the consolidated statements of operations and comprehensive (loss) income.

3. ACQUISITIONS

The Company's growth strategy includes expanding and diversifying service offerings through acquiring high quality
early childhood education centers.

2025 Acquisitions—During the fiscal year ended January 3, 2026, the Company acquired 26 early childhood education
centers in 24 separate business acquisitions which were each accounted for as business combinations. The centers were
acquired for total consideration of $24.7 million, which included cash consideration of $23.1 million, contingent
consideration of $1.2 million, and holdbacks of $0.4 million. The fair value of the contingent consideration is based on
the probability and timing of the continuation of the lease of the related acquired center. The amounts are payable six to
nine years from acquisition date and the range of undiscounted amounts payable under the asset purchase agreement is
between zero and $1.2 million. Contingent consideration payable is recorded within other long-term liabilities on the
Company's unaudited condensed consolidated balance sheets. As of January 3, 2026, there were no changes in the
recognized amounts or range of outcomes of the contingent consideration from the acquisition. Refer to Note 15, Fair
Value Measurements, for additional information related to the Company's contingent consideration payable. Holdbacks
are generally expected to be paid within one year of the acquisition closing date. The Company recorded goodwill of
$23.1 million, which is deductible for tax purposes, and fixed assets of $1.7 million. The operating results for the
acquired centers, which were not material to the Company’s overall financial results individually or in aggregate, are
included in the consolidated statements of operations and comprehensive income (loss) from the dates of acquisition.
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2024 Acquisitions—During the fiscal year ended December 28, 2024, the Company acquired 23 early childhood
education centers in 11 separate business acquisitions which were each accounted for as business combinations. The
centers were acquired for cash consideration of $10.9 million. The Company recorded goodwill of $9.1 million, which
is deductible for tax purposes, and fixed assets of $2.0 million. The operating results for the acquired centers, which
were not material to the Company’s overall financial results, are included in the consolidated statements of operations
and comprehensive (loss) income from the dates of acquisition.

2023 Acquisitions—During the fiscal year ended December 30, 2023, the Company acquired 11 early childhood
education centers in five separate business acquisitions which were each accounted for as business combinations. The
centers were acquired for cash consideration of $9.1 million. The Company recorded goodwill of $7.9 million, which is
deductible for tax purposes, and fixed assets of $1.3 million. The operating results for the acquired centers, which were
not material to the Company’s overall financial results, are included in the consolidated statements of operations and
comprehensive (loss) income from the dates of acquisition.

4. REVENUE RECOGNITION

Contract Balances

The Company records deferred revenue when payments are received or due in advance of the Company’s performance
under the contract, which is recognized as revenue as the performance obligation is satisfied. Payment from parents for
tuition is typically received in advance on a weekly or monthly basis, in which case the revenue is deferred and
recognized as the performance obligation is satisfied. Tuition that is supplemented or paid by government agencies or
employer sponsors is typically received subsequent to when the childcare services have been rendered and the
performance obligation has been satisfied. Deferred revenue on the consolidated balance sheets can vary across
reporting periods based on factors including the timing of the Company’s period ends and calendar holidays as
compared to the Company’s billing cycle, as well as seasonal shifts in enrollments. The Company has the
unconditional right to consideration as it satisfies the performance obligations, therefore no contract assets are
recognized. During the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, $26.1 million,
$25.5 million, and $24.9 million was recognized as revenue related to the deferred revenue balance recorded at
December 28, 2024, December 30, 2023, and December 31, 2022, respectively.

The Company applied the practical expedient of expensing costs incurred to obtain a contract if the amortization period
of the asset is one year or less. Sales commissions are expensed as incurred in selling, general, and administrative
expenses in the consolidated statements of operations and comprehensive (loss) income.

Disaggregation of Revenue

The following table disaggregates total revenue between education centers and school sites (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Early childhood education centers $ 2,517,842 $ 2,466,244 $ 2,345,093
Before- and after-school sites 215,481 196,791 165,089
Total revenue $ 2,733,323 $ 2,663,035 $ 2,510,182

Revenue generated from families whose tuition is partially or fully subsidized by amounts received from government
agencies was $1,001.4 million, $942.1 million, and $795.9 million during the fiscal years ended January 3, 2026,
December 28, 2024, and December 30, 2023, respectively, recognized within revenue in the consolidated statements of
operations and comprehensive (loss) income.

Performance Obligations

The transaction price allocated to the remaining performance obligations relates to services that are paid or invoiced in
advance. The Company does not disclose the transaction price allocated to unsatisfied performance obligations for
contracts with an original contractual period of one year or less, or for variable consideration allocated entirely to
wholly unsatisfied promises that form part of a series of services. The Company’s remaining performance obligations
not subject to the practical expedients are not material.
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5. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets included the following (in thousands):

January 3, 2026 December 28, 2024

Insurance receivables $ 49,056 $ —
Prepaid insurance 21,822 10,307
Prepaid income taxes 13,390 2,916
Prepaid computer maintenance 6,698 5,214
Cloud computing implementation costs, net 4,422 3,697
Deferred compensation plan 3,329 —
Prepaid property taxes 2,412 1,874
Prepaid rent 1,226 506
Prepaid professional fees 876 4,071
Grants receivable 348 1,792
Receivable related to uncertain tax positions — 7,863
Employee retention credits receivable — 3,374
Interest rate derivative contracts — 1,957
Other 2,712 4,533
Total prepaid expenses and other current assets $ 106,291 $ 48,104

6. PROPERTY AND EQUIPMENT

Property and equipment, net included the following (in thousands):

January 3, December 28,
2026 2024

Leasehold improvements $ 594,464 $ 549,556
Furniture, fixtures, and equipment 383,568 354,248
Buildings and improvements 3,403 3,373
Land 4,520 4,520
Construction in progress 14,642 29,477
Total property and equipment 1,000,597 941,174

Accumulated depreciation (582,808) (522,650)
Total property and equipment, net $ 417,789 $ 418,524

The Company incurred depreciation of property and equipment of $113.9 million, $106.8 million, and $98.1 million
during the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively. Depreciation
of property and equipment is included in depreciation and amortization in the consolidated statements of operations and
comprehensive (loss) income. Refer to Note 15, Fair Value Measurements, for additional information regarding
impairment of property and equipment.

7. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of goodwill are as follows (in thousands):

Balance as of December 30, 2023 $ 1,110,591
Additions from acquisitions 9,123

Balance as of December 28, 2024 1,119,714
Additions from acquisitions 23,082
Impairment (177,967)

Balance as of January 3, 2026 $ 964,829

The Company tests goodwill for impairment on an annual basis on the first day of the fourth quarter, or more
frequently if impairment indicators exist. Due to the identification of impairment indicators during the third quarter of
the fiscal year ended January 3, 2026, including the decrease in the Company's market capitalization due to a decline in
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stock price, the Company performed an interim goodwill assessment as of September 27, 2025, the last day of the third
quarter. No goodwill impairment was recognized as a result of this interim assessment, and the annual goodwill
impairment test performed on the first day of the fourth quarter resulted in the same conclusion. Subsequent to the
annual test, the Company’s market capitalization further deteriorated throughout the fourth quarter due to the continued
decline in stock price as a result of increased market uncertainty. The Company considered this to be an impairment
indicator for goodwill.

After considering the various approaches to the goodwill impairment test, the Company used the market approach
based on market capitalization and determined the fair value of the early childhood education centers reporting unit did
not exceed its carrying value, resulting in an impairment to the reporting unit. The excess of the reporting unit’s
carrying value over its fair value of $178.0 million was recognized as an impairment to goodwill within impairment
losses in the consolidated statements of operations and comprehensive (loss) income during the fiscal year ended
January 3, 2026. As of January 3, 2026, the adjusted balance of goodwill related to the early childhood education
centers reporting unit was $917.4 million. The before- and after-school reporting unit had an estimated fair value that
substantially exceeded its carrying value, resulting in no impairment to the reporting unit. As of January 3, 2026,
goodwill recorded on the consolidated balance sheets is net of accumulated impairment losses of $178.0 million, and as
of December 28, 2024, goodwill had no accumulated impairment losses.

Adverse changes in the Company’s market capitalization as well as changes in key assumptions, including higher
discount rates or weaker operating results, could reduce the excess of fair values over the carrying amounts of the
reporting units and result in impairment in future periods, which could be material to the consolidated statements of
operations and comprehensive (loss) income. Refer to Note 15, Fair Value Measurements, for further information
regarding the inputs utilized in the estimation of reporting unit fair value.

The Company also has other intangible assets, which included the following as of January 3, 2026 and December 28,
2024 (in thousands):

Weighted-
Average Gross Carrying Accumulated Net Carrying

Useful Lives Amount Amortization Amount

January 3, 2026
Definite-lived intangible assets:
Customer relationships 17 years $ 107,659 $ (67,920) $ 39,739
Accreditations 4 years 53,500 (53,500) —
Proprietary curricula 5 years 14,300 (14,300) —
Trade names and trademarks 13 years 28,400 (13,517) 14,883
Software 5 years 8,200 (8,200) —
Total definite-lived intangible assets 212,059 (157,437) 54,622

Indefinite-lived intangible assets:
Trade names and trademarks 366,300 — 366,300
Total indefinite-lived intangible assets 366,300 — 366,300
Total intangible assets $ 578,359 $ (157,437) $ 420,922
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Weighted-
Average Gross Carrying Accumulated Net Carrying

Useful Lives Amount Amortization Amount

December 28, 2024
Definite-lived intangible assets:
Customer relationships 17 years $ 107,659 $ (60,891) $ 46,768
Accreditations 4 years 53,500 (53,500) —
Proprietary curricula 5 years 14,300 (14,300) —
Trade names and trademarks 10 years 28,400 (11,702) 16,698
Software 5 years 8,200 (8,200) —
Total definite-lived intangible assets 212,059 (148,593) 63,466

Indefinite-lived intangible assets:
Trade names and trademarks 366,300 — 366,300
Total indefinite-lived intangible assets 366,300 — 366,300
Total intangible assets $ 578,359 $ (148,593) $ 429,766

As part of the Company's annual impairment test over indefinite-lived trade names and trademarks during the fourth
quarter of the fiscal year ended January 3, 2026, the Company performed a qualitative assessment of all indefinite-lived
trade names and trademarks. The Company concluded, after weighing all relevant events and circumstances, that there
was no indication that the fair values of the assets were less than their respective carrying values and determined the
quantitative test was unnecessary. There was no impairment of indefinite-lived trade names or trademarks during the
fiscal years ended January 3, 2026, December 28, 2024 or December 30, 2023.

Definite-lived intangible assets are amortized on a straight-line basis over the remaining useful life of the asset.
Amortization expense of definite-lived intangible assets was $8.8 million, $9.2 million, and $9.3 million for the fiscal
years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively, which is included in
depreciation and amortization in the consolidated statements of operations and comprehensive (loss) income. Estimated
future fiscal year amortization expense for definite-lived intangible assets is as follows (in thousands):

2026 $ 8,058
2027 7,346
2028 7,346
2029 7,346
2030 5,743
Thereafter 18,783

$ 54,622

8. LEASES

ROU assets and lease liabilities balances were as follows (in thousands):

January 3, 2026 December 28, 2024

Assets:
Operating lease right-of-use assets $ 1,500,786 $ 1,373,064
Finance lease right-of-use assets 3,394 4,547
Total lease right-of-use assets $ 1,504,180 $ 1,377,611

Liabilities—current:
Operating lease liabilities $ 146,594 $ 144,919
Finance lease liabilities 1,022 1,406
Total current lease liabilities 147,616 146,325

Liabilities—long-term:
Operating lease liabilities 1,447,524 1,315,587
Finance lease liabilities 2,741 3,793
Total long-term lease liabilities 1,450,265 1,319,380
Total lease liabilities $ 1,597,881 $ 1,465,705
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Finance lease ROU assets are included in other assets and finance lease liabilities are included in other current
liabilities and other long-term liabilities on the consolidated balance sheets. Refer to Note 9, Other Assets, Note 11,
Other Current Liabilities, and Note 13, Other Long-term Liabilities. Refer to Note 15, Fair Value Measurements, for
information regarding impairment of ROU assets.

Lease Expense

The components of lease expense were as follows (in thousands):

Fiscal Years Ended

January 3, 2026 December 28, 2024 December 30, 2023

Lease expense:
Operating lease expense $ 300,326 $ 289,163 $ 281,350
Finance lease expense:
Amortization of right-of-use assets 1,195 1,559 1,664
Interest on lease liabilities 333 506 518

Short-term lease expense 9,856 8,349 6,480
Variable lease expense 79,365 69,598 62,015
Total lease expense $ 391,075 $ 369,175 $ 352,027

During the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, the Company recognized
$2.6 million, $5.2 million, and $5.7 million, respectively, in gains on sales of leased vehicles, which are offset within
short-term lease expense on the table above.

Sale and Leaseback Transactions

In December 2023, the Company completed a sale and leaseback transaction of three Crème School centers for an
aggregate sales price, net of closing costs, of $25.9 million. In connection with the sale, the Company recognized a loss
of $2.9 million within other (income) expense, net in the consolidated statements of operations and comprehensive
(loss) income during the fiscal year ended December 30, 2023. Concurrent with the closing of this sale, the Company
entered into an operating lease agreement pursuant to which the Company leased back the three centers.

Other Information

The weighted average remaining lease term and the weighted average discount rate as of January 3, 2026 and
December 28, 2024 were as follows:

January 3, 2026 December 28, 2024

Weighted average remaining lease term (in years) (Operating) 9 8
Weighted average remaining lease term (in years) (Finance) 5 4
Weighted average discount rate (Operating) 9.2% 9.4%
Weighted average discount rate (Finance) 8.6% 8.5%
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Maturity of Lease Liabilities

The following table summarizes the maturity of lease liabilities as of January 3, 2026 (in thousands):

Finance Leases Operating Leases Total Leases

2026 $ 1,297 $ 284,493 $ 285,790
2027 1,220 296,837 298,057
2028 694 277,597 278,291
2029 418 257,531 257,949
2030 388 238,672 239,060
Thereafter 410 999,746 1,000,156
Total lease payments 4,427 2,354,876 2,359,303

Less imputed interest 664 760,758 761,422
Present value of lease liabilities 3,763 1,594,118 1,597,881

Less current portion of lease liabilities 1,022 146,594 147,616
Long-term lease liabilities $ 2,741 $ 1,447,524 $ 1,450,265

As of January 3, 2026, the Company had entered into additional operating leases that have not yet commenced with
total fixed payment obligations of $220.3 million. The leases are expected to commence between 2026 and 2028 and
have initial lease terms of approximately 15 years.

The incremental borrowing rate is the rate of interest that the Company would have to pay to borrow on a collateralized
basis over a similar term an amount equal to the lease payments in a similar economic environment. The rates are
established based on the Company’s first lien term loan.

9. OTHER ASSETS

Other assets included the following (in thousands):

January 3, 2026 December 28, 2024

Deferred compensation plan $ 41,530 $ 38,391
Cloud computing implementation costs, net 23,349 27,207
Deposits 4,091 3,975
Finance lease right-of-use assets 3,394 4,547
Employee retention credits receivable 3,374 —
Receivable related to uncertain tax positions 3,093 3,093
Insurance receivables 3,090 6,990
Restricted cash 94 94
Interest rate derivative contracts — 1,669
Other 3,530 3,660
Total other assets $ 85,545 $ 89,626

10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities included the following (in thousands):

January 3, 2026 December 28, 2024

Accounts payable $ 48,850 $ 45,293
Accrued compensation and related expenses 88,735 69,551
Accrued property and other taxes 22,315 22,209
Accrued interest 1,237 11,691
Other 2,175 3,916
Total accounts payable and accrued liabilities $ 163,312 $ 152,660
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11. OTHER CURRENT LIABILITIES

Other current liabilities included the following (in thousands):

January 3, 2026 December 28, 2024

Self-insurance obligations $ 80,280 $ 31,504
Long-term incentive plan 11,919 1,850
Deferred grants 8,456 7,408
Interest rate derivative contracts 3,639 —
Accrued rent 3,385 2,856
Deferred compensation plan 3,329 —
Financing lease obligations 1,022 1,406
Deferred employee retention credits — 31,370
Other 3,732 5,039
Total other current liabilities $ 115,762 $ 81,433

12. LONG-TERM DEBT

Long-term debt included the following (in thousands):

January 3, 2026 December 28, 2024

First lien term loans $ 957,153 $ 966,797
Debt issuance costs, net (29,608) (40,827)
Total debt 927,545 925,970

Current portion of long-term debt (9,620) (7,251)
Long-term debt, net $ 917,925 $ 918,719

Senior Secured Credit Facilities—As of January 3, 2026, the Company's credit agreement, dated as of June 12, 2023
(as subsequently amended and restated) (the “Credit Agreement”) included $1,224.5 million senior secured credit
facilities which consisted of a $962.0 million first lien term loan (the “First Lien Term Loan Facility”) and a $262.5
million revolving credit facility (“First Lien Revolving Credit Facility”) (collectively, the “Senior Secured Credit
Facilities”). As of December 28, 2024, pursuant to the October 2024 amendments to the Senior Secured Credit
Facilities, the Company's Credit Agreement included $1,206.8 million Senior Secured Credit Facilities which consisted
of a $966.8 million First Lien Term Loan Facility and a $240.0 million First Lien Revolving Credit Facility.

In March 2024, the Company issued an incremental first lien term loan of $265.0 million through an amendment to the
Credit Agreement. The amendment increased the required quarterly principal payments on the First Lien Term Loan
Facility to $4.0 million.

In April 2024, the Company entered into a repricing amendment to the Credit Agreement. As of the effective date of
the amendment, the applicable rates for the First Lien Term Loan Facility and for amounts drawn under the First Lien
Revolving Credit Facility were reduced by 0.50%.

In October 2024, concurrently with the consummation of the IPO, the Company entered into an amendment to the
Credit Agreement to increase commitments under the First Lien Revolving Credit Facility to $240.0 million and extend
the maturity date of $225.0 million of commitments. The maturity date of the remaining $15.0 million of non-extended
commitments under the First Lien Revolving Credit Facility was unchanged. Additionally, the applicable rates for the
First Lien Term Loan Facility and for amounts drawn under the First Lien Revolving Credit Facility were reduced by
0.25% as a result of the Company's IPO. Subsequently, in October 2024, the Company repaid $608.0 million of
outstanding principal on the First Lien Term Loan Facility utilizing the net proceeds from the IPO and, in conjunction,
entered into a repricing amendment to the Credit Agreement. The repricing amendment decreased the required
quarterly principal payments on the First Lien Term Loan Facility to $2.4 million. Also, as of the effective date of the
repricing amendment, the applicable rate for the First Lien Term Loan Facility and for amounts drawn under the First
Lien Revolving Credit Facility were further reduced by 1.25%.

In February 2025, the Company entered into an amendment to the Credit Agreement to increase the total commitments
under the First Lien Revolving Credit Facility by a net amount of $22.5 million as well as reclassify and extend $5.0
million of the previously non-extended commitments. The total borrowing capacity of the First Lien Revolving Credit
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Facility increased to $262.5 million, with $252.5 million of extended commitments and $10.0 million of non-extended
commitments. All other terms under the Credit Agreement remain unchanged as a result of the amendment.

In July 2025, the Company entered into a repricing amendment to the Credit Agreement. As of the effective date of the
amendment, the applicable rates for the First Lien Term Loan Facility and for amounts drawn under the First Lien
Revolving Credit Facility were reduced by 0.50%. As a result of the amendment, the First Lien Term Loan Facility
bears interest at a variable rate equal to the Secured Overnight Financing Rate (“SOFR”) plus 2.75% per annum. In
addition, amounts drawn under the First Lien Revolving Credit Facility bear interest at SOFR plus an applicable rate
between 2.00% and 2.50% per annum, based on a pricing grid of the Company's First Lien Term Loan Facility net
leverage ratio. All other terms under the Credit Agreement remain unchanged as a result of the amendment.

Principal payments on the First Lien Term Loan Facility are payable in arrears on the last business day of each calendar
year quarter, with the final payment of the remaining principal balance due in June 2030 when the First Lien Term
Loan Facility matures. Interest payments on the Senior Secured Credit Facilities are payable in arrears on the last
business day of each calendar year quarter. The extended commitments under the First Lien Revolving Credit Facility
mature in October 2029, while the non-extended commitments have a maturity date of June 2028.

The Credit Agreement allows for letters of credit to be drawn against the current borrowing capacity of the First Lien
Revolving Credit Facility, capped at $172.5 million. The Company pays certain fees under the First Lien Revolving
Credit Facility, including a fronting fee on outstanding letters of credit of 0.125% per annum and a commitment fee on
the unused portion of the First Lien Revolving Credit Facility at a rate between 0.25% and 0.50% per annum, based on
a pricing grid of the Company's First Lien Term Loan Facility net leverage ratio. Additionally, fees on the outstanding
letters of credit bear interest at a rate equal to the applicable rate for amounts drawn under the First Lien Revolving
Credit Facility.

All obligations under the Credit Agreement are secured by substantially all the assets of the Company and its
subsidiaries. The Credit Agreement contains various financial and nonfinancial loan covenants and provisions. The
Company's financial loan covenant is a quarterly maximum First Lien Term Loan Facility net leverage ratio. The First
Lien Term Loan Facility net leverage ratio is required to be tested only if, on the last day of each fiscal quarter, the
amount of revolving loans outstanding under the First Lien Revolving Credit Facility, excluding all letters of credit,
exceeds 35% of total revolving commitments on such date. Nonfinancial loan covenants restrict the Company’s ability
to, among other things, incur additional debt; make fundamental changes to the business; make certain restricted
payments, investments, acquisitions, and dispositions; or engage in certain transactions with affiliates. As of January 3,
2026 and December 28, 2024, the Company was in compliance with the covenants of the Credit Agreement.

An annual calculation of excess cash flows determines if the Company will be required to make a mandatory
prepayment on the First Lien Term Loan Facility. Mandatory prepayments would reduce future required quarterly
principal payments. The excess cash flow calculation required as of January 3, 2026 and December 28, 2024 did not
require a mandatory prepayment on the First Lien Term Loan Facility.

As of January 3, 2026, the Company had no outstanding borrowings on the First Lien Revolving Credit Facility and
had an available borrowing capacity of $189.7 million after giving effect to the outstanding letters of credit under the
Credit Agreement of $72.8 million. Additionally, as of December 28, 2024, the Company had no outstanding
borrowings on the First Lien Revolving Credit Facility and had an available borrowing capacity of $184.2 million after
giving effect to the outstanding letters of credit under the Credit Agreement of $55.8 million.

The Company capitalized original issue discount and debt issuance costs of $0.3 million during the fiscal year ended
January 3, 2026, related to the February 2025 and July 2025 amendments to the Credit Agreement. The Company
capitalized original issue discount and debt issuance costs of $1.8 million during the fiscal year ended December 28,
2024, related to the 2024 amendments to the Credit Agreement. Additionally, the Company capitalized debt issuance
costs of $73.6 million during the fiscal year ended December 30, 2023, related to the 2023 refinancing. These costs are
being amortized over the terms of the related debt instruments and amortization expense is included within interest
expense in the consolidated statements of operations and comprehensive (loss) income.

The Company recognized a $5.4 million loss on extinguishment of debt during the fiscal year ended January 3, 2026
related to the of the July 2025 amendment and a $25.7 million loss during the fiscal year ended December 28, 2024
related to the 2024 amendments. These losses on extinguishment of debt are related to the unamortized original issue
discount and deferred financing costs that were written off in connection with certain lenders that had reduced principal
holdings or did not participate in the loan syndication as a result of the respective amendments to the Credit
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Agreements. Additionally, the Company recognized a $4.4 million loss on extinguishment of debt during the fiscal
year ended December 30, 2023 related to the unamortized deferred financing costs that were written off in connection
with the term loans and senior secured notes that were extinguished in 2023. Losses from extinguishment of debt are
recognized in interest expense in the consolidated statements of operations and comprehensive (loss) income.

The following table presents the amount of amortization expense of debt issuance costs (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Amortization expense of debt issuance costs $ 6,102 $ 6,830 $ 8,482

Future principal payments on long-term debt as of January 3, 2026 are as follows (in thousands):

2026 $ 9,620
2027 9,620
2028 9,620
2029 7,215
2030 921,078

$ 957,153

Other Credit Facilities—In February 2024, the Company entered into a credit facilities agreement (the "LOC
Agreement") which allows for $20.0 million in letters of credit to be issued. The Company pays certain fees under the
LOC Agreement, including fees on the outstanding balance of letters of credit at a rate of 5.95% per annum and fees on
the unused portion of letters of credit at a rate of 0.25% per annum. Fees on the letters of credit are payable in arrears
on the last business day of each March, June, September, and December. The LOC Agreement matures in December
2026. Upon entering into the LOC Agreement, the Company issued $20.0 million in letters of credit and cancelled
$16.7 million of outstanding letters of credit under the First Lien Revolving Credit Facility. The Company had $20.0
million outstanding letters of credit under the LOC Agreement as of January 3, 2026 and December 28, 2024.

13. OTHER LONG-TERM LIABILITIES

Other long-term liabilities included the following (in thousands):

January 3, 2026 December 28, 2024

Self-insurance obligations $ 40,826 $ 36,882
Deferred compensation plan 40,790 38,180
Deferred employee retention credits 12,317 12,317
Long-term incentive plan 5,054 10,245
Financing lease liabilities 2,741 3,793
Interest rate derivative contracts 2,578 —
Contingent consideration payable 1,200 —
Other 1,354 1,570
Total other long-term liabilities $ 106,860 $ 102,987

14. RISK MANAGEMENT AND DERIVATIVES

The Company is exposed to market risks, including the effect of changes in interest rates, and may use derivatives to
manage financial exposures that occur in the normal course of business. The Company does not hold or issue
derivatives for trading or speculative purposes. The Company may elect to designate certain derivatives as hedging
instruments under ASC 815, Derivatives and Hedging. The Company formally documents all relationships between
designated hedging instruments and hedged items, as well as its risk management and strategy for undertaking hedge
transactions.

Cash Flow Hedges—For interest rate derivative contracts that are designated and qualify as cash flow hedges,
unrealized gains or losses resulting from changes in fair value of the derivative contracts are reported as a component
of other comprehensive income or loss, inclusive of the related income tax effects, within the consolidated statements
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of operation and comprehensive (loss) income. Gains and losses are reclassified into interest expense when realized,
with the related income tax effects reclassified into income tax expense, during the same period in which interest
expense is recognized on the hedged item, the First Lien Term Loan Facility. The Company classifies the cash flows at
settlement from these designated cash flow hedges in the same category as the cash flows from the related hedged
items within the cash provided by operations component of the consolidated statements of cash flows.

In October 2022, the Company entered into an interest rate cap contract on approximately half of the variable rate debt
under the Senior Secured Credit Facilities. The cap commenced on December 31, 2022 and provided protection in the
form of variable payments from a counterparty in the event that the three-month SOFR increased above 4.85%. The
notional amount of the derivative decreased quarterly as principal payments were made on the First Lien Term Loan
Facility. The notional amount was $659.8 million immediately prior to its expiration on June 28, 2024. The Company
paid initial costs of $5.0 million for the interest rate cap. The Company elected to exclude the change in the time value
of the interest rate cap from the assessment of hedge effectiveness and amortized the initial value of the premium over
the life of the contract. The premium amortization was recognized in interest expense in the consolidated statements of
operations and comprehensive (loss) income. The derivative was considered highly effective through its expiration on
June 28, 2024.

In January 2024, the Company entered into a pay-fixed-receive-float interest rate swap contract with a notional amount
of $400.0 million through its maturity and a fixed interest rate of 3.85% per annum. Additionally, in February 2024, the
Company entered into two pay-fixed-receive-float interest rate swap contracts with a combined notional amount of
$400.0 million through their maturity and fixed interest rates of 3.89% per annum. The contracts were executed in
order to hedge the interest rate risk on a portion of the variable debt under the Credit Agreement. Payments to or from
the counterparty are based on the variable rate which is the greater of three-month SOFR or 0.50% per annum. The
interest rate swap contracts commenced on June 28, 2024 and will mature on December 31, 2026.

In March 2025, the Company entered into two forward starting pay-fixed-receive-float interest rate swap contracts, one
with a fixed interest rate of 3.72% per annum and the other with a fixed interest rate of 3.74% per annum, with a
combined notional amount of $500.0 million through their maturity. The contracts will commence when the Company's
current interest rate swap contracts expire on December 31, 2026 and will mature on December 31, 2027. The contracts
were executed in order to hedge the interest rate risk on a portion of the variable debt under the Credit Agreement.
Payments to or from the counterparty are based on the variable rate which is the greater of three-month SOFR or 0.50%
per annum.

As of January 3, 2026, the derivatives are considered highly effective. The Company estimates that $3.6 million, before
income taxes, of deferred losses recognized within accumulated other comprehensive (loss) income as of January 3,
2026 will be reclassified as an increase in interest expense within the next 12 months. Actual amounts reclassified into
net (loss) income during the next 12 months are dependent on changes in the three-month SOFR.
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The following table presents the amounts affecting the consolidated statements of operations and comprehensive (loss)
income (in thousands):

Derivatives Designated as Cash Flow Hedging Instruments

(Loss) Gain
Recognized in Other
Comprehensive (Loss)

Income

(Gain) Loss
Reclassified from
Accumulated Other
Comprehensive (Loss)
Income into Income

Total Effect on
Other

Comprehensive
(Loss) Income

Fiscal Year Ended January 3, 2026
Interest rate derivative contracts $ (6,878) $ (2,966) $ (9,844)
Income tax effect 1,776 766 2,542
Net of income taxes $ (5,102) $ (2,200) $ (7,302)

Fiscal Year Ended December 28, 2024
Interest rate derivative contracts (1) $ 8,509 $ (4,449) $ 4,060
Income tax effect (2,197) 1,149 (1,048)
Net of income taxes $ 6,312 $ (3,300) $ 3,012

Fiscal Year Ended December 30, 2023
Interest rate derivative contracts (1) $ 792 $ 1,493 $ 2,285
Income tax effect (205) (385) (590)
Net of income taxes $ 587 $ 1,108 $ 1,695

(1) The amounts excluded from the assessment of hedge effectiveness reclassified into interest expense, which
related to amortization of the premium, were $1.7 million and $3.3 million during the fiscal years ended
December 28, 2024 and December 30, 2023, respectively.

Credit Risk—The Company is exposed to credit-related losses in the event of nonperformance by counterparties to
hedging instruments. The counterparties to all derivative transactions are major financial institutions with at or above
investment grade credit ratings. This does not eliminate the Company’s exposure to credit risk with these institutions;
however, the Company’s risk is limited to the fair value of the instruments. The Company is not aware of any
circumstance or condition that would preclude a counterparty from complying with the terms of the derivative contracts
and will continuously monitor the credit worthiness of all its derivative counterparties for any significant adverse
changes.

15. FAIR VALUE MEASUREMENTS

Investments held for the Deferred Compensation Plan—The Company records the fair value of the investments and
cash and cash equivalents held for the deferred compensation plan in other assets on the consolidated balance sheets.
The carrying value of cash and cash equivalents held in the fund approximates fair value, and the amounts were not
material as of January 3, 2026 and December 28, 2024. The investments held in the plan consist of mutual funds and
money market funds with fair values that can be corroborated by prices for identical assets and therefore are classified
as Level 1 investments under the fair value hierarchy. The following tables summarize the composition of the
underlying investments in the Company's deferred compensation plan trust assets, excluding cash and cash equivalents
(in thousands):

Fair Value Measurements Using

Balance as of
January 3,
2026

Quoted Price
in Active
Markets for

Identical Assets
(Level 1)

Significant
Other

Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

Assets:
Money Market Funds $ 6,733 $ 6,733 $ — $ —
Mutual Funds 37,389 37,389 — —

$ 44,122 $ 44,122 $ — $ —
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Fair Value Measurements Using

Balance as of
December 28,

2024

Quoted Price
in Active
Markets for

Identical Assets
(Level 1)

Significant
Other

Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

Assets:
Money Market Funds $ 6,499 $ 6,499 $ — $ —
Mutual Funds 31,432 31,432 — —

$ 37,931 $ 37,931 $ — $ —

Refer to Note 5, Prepaid Expenses and Other Current Assets, Note 9, Other Assets, and Note 19, Employee Benefit
Plans, for further information regarding the Company's deferred compensation plan.

Goodwill, Indefinite-Lived Intangible Assets, and Long-Lived Assets—Fair value assessments of the reporting units
and indefinite-lived trade names and trademarks utilized within the goodwill and indefinite-lived intangible asset
impairment tests, respectively, are considered Level 3 measurements due to the significance of unobservable inputs
developed using Company specific information. Specifically, during the fiscal year ended January 3, 2026, the market
approach utilized for the quantitative goodwill impairment test incorporated Level 3 inputs including the application of
a control premium, which is estimated using expected synergies that would be realized by a hypothetical buyer. Refer
to Note 7, Goodwill and Intangible Assets, for additional detail regarding the goodwill impairment test.

The Company also measures long-lived assets, which includes property and equipment, lease ROU assets, and definite-
lived intangible assets at fair value on a nonrecurring basis when events occur that indicate an asset group may not be
recoverable. If the carrying amount of an asset group is not recoverable, an impairment charge is recorded to reduce the
carrying amount by the excess over its fair value. Fair value assessments performed for long-lived assets are considered
a Level 3 measurement as the Company typically estimates fair value of the asset group using the DCF method under
the income approach which is based on unobservable inputs including future cash flow projections, market-based
inputs including as-is market rents, and discount rate assumptions, as appropriate.

In the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, triggering events at specific
center asset groups related to property and equipment and lease ROU assets occurred as a result of lower-than-expected
center sales performance, coupled with reduced forecasted cash flow projections over the remaining lease term or asset
useful lives, as applicable. The Company identified specific center asset groups in the initial recoverability test that had
carrying values in excess of the estimated undiscounted future cash flows. For those center asset groups, a fair value
assessment was performed using the DCF method of the income approach to fair value and impairments of property
and equipment and lease ROU assets were recognized.

The following table presents the amount of impairment expense of goodwill and long-lived assets (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Impairment of goodwill $ 177,967 $ — $ —
Impairment of property and equipment 22,806 7,202 11,426
Impairment of lease right-of-use assets 3,278 3,333 2,134
Total impairment losses $ 204,051 $ 10,535 $ 13,560

Refer to Note 6, Property and Equipment, Note 7, Goodwill and Intangible Assets, and Note 8, Leases, for additional
information.

Contingent Consideration Payable—The Company measures contingent consideration payable at fair value based on
a series of unobservable inputs, including the timing and probability of the occurrence of future events, and requires
judgment from management. As such, contingent consideration payable is classified as Level 3. Significant market
assumptions include a discount rate and the probability of the occurrence of specific events. Refer to Note 3,
Acquisitions, for additional information related to the Company's contingent consideration payable.
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The following table provides a roll forward of the fair value of recurring Level 3 fair value measurements (in
thousands):

Balance at December 28, 2024 $ —
Issuance of contingent consideration 1,200

Balance at January 3, 2026 $ 1,200

Derivative Financial Instruments—The Company's derivative financial instruments include interest rate derivative
contracts. The fair value of derivative financial instruments is determined using observable market inputs such as
quoted prices for similar instruments, forward pricing curves, and interest rates, and considers nonperformance risk of
the Company and its counterparties, and as such, derivative financial instruments are classified as Level 2. The
Company’s derivative financial instruments are subject to master netting arrangements that allow for the offset of
assets and liabilities in the event of default or early termination of the contracts. The Company elects to record its
derivative financial instruments at net fair value on the consolidated balance sheets. Refer to Note 5, Prepaid Expenses
and Other Current Assets, Note 9, Other Assets, Note 11, Other Current Liabilities, Note 13, Other Long-term
Liabilities, and Note 14, Risk Management and Derivatives, for additional information regarding the Company’s
derivative financial instruments.

Long-Term Debt—The Company records long-term debt on the consolidated balance sheets at adjusted cost, net of
unamortized issuance costs. The estimated fair value of the First Lien Term Loan Facility was $938.0 million as of
January 3, 2026 and $978.9 million as of December 28, 2024 and is based on mid-point prices, or prices for similar
instruments from active markets, on the balance sheet date. Given the short-term nature of outstanding obligations on
the First Lien Revolving Credit Facility, the carrying value approximates fair value. There were no outstanding
borrowings on the First Lien Revolving Credit Facility as of January 3, 2026 or December 28, 2024. Judgment is
required to develop these estimates, and as such, the First Lien Term Loan Facility and the First Lien Revolving Credit
Facility are classified as Level 2.

Refer to Note 12, Long-term Debt, for additional information regarding the Company's long-term debt.

Other Financial Instruments—The carrying value of cash and cash equivalents, restricted cash, accounts receivable,
and accounts payable and accrued liabilities approximates fair value due to the short-term nature of these assets and
liabilities.

There were no transfers between levels within the fair value hierarchy during any of the periods presented.

16. ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOME

The changes in accumulated other comprehensive (loss) income, net of tax, are comprised of unrealized gains and
losses on cash flow hedging instruments, and were as follows (in thousands):

Balance as of December 31, 2022 $ (2,008)
Other comprehensive gains before reclassifications 587
Reclassifications to net (loss) income of previously deferred losses 1,108

Balance as of December 30, 2023 (313)
Other comprehensive gains before reclassifications 6,312
Reclassifications to net (loss) income of previously deferred gains (3,300)

Balance as of December 28, 2024 2,699
Other comprehensive losses before reclassifications (5,102)
Reclassifications to net (loss) income of previously deferred gains (2,200)

Balance as of January 3, 2026 $ (4,603)

17. SHAREHOLDERS' EQUITY AND STOCK-BASED COMPENSATION

Certificate of Incorporation—Prior to the amendment to the Company's certificate of incorporation in October 2024
made in connection with the IPO and Common Stock Conversion, the Company's certificate of incorporation
authorized the issuance of three separate classes of common stock and the number of shares as follows: (i) 1.3 billion
shares of Class A common stock entitled to one vote per share, $0.0001 par value per share; (ii) 200.0 million shares of
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Class B common stock entitled to one-fourth vote per share, $0.0001 par value per share; and (iii) 200.0 million shares
of common stock, $0.01 par value per share.

Common Stock Conversion and S-1 Effectiveness—On September 20, 2024, the Company's Board of Directors (the
"Board") and KC Parent, LP ("KC Parent"), the owner of the Company’s outstanding shares of common stock,
approved the Common Stock Conversion, effected immediately following the effectiveness of the Company’s
registration statement on Form S-1. On October 8, 2024, the Company’s registration statement on Form S-1 related to
its IPO was declared effective by the SEC, and as a result, 756.8 million shares of Class A common stock outstanding,
with a par value of $0.0001 per share, were converted to 90.4 million shares of common stock, with a par value of
$0.01 per share, at a ratio of 8.375-to-one.

All prior period shares outstanding, per share amounts, and stock-based compensation awards disclosures, as
applicable, have been adjusted to retrospectively reflect the Common Stock Conversion in the consolidated financial
statements and notes thereto.

Amended and Restated Certificate of Incorporation—On October 8, 2024, the Company's Certificate of
Incorporation was amended and restated to authorize the Company to issue two classes of stock: common stock and
preferred stock. The Company may issue up to 25.0 million shares of preferred stock with a par value of $0.01 per
share and 750.0 million shares of common stock with a par value of $0.01 per share.

Initial Public Offering—On October 8, 2024, an underwriting agreement was executed in which the Company agreed
to sell 24.0 million shares of common stock to the underwriters based on an initial public offering price of $24.00 per
share. The Company received net proceeds of $544.3 million, or $22.68 per share after underwriting discounts, on
October 10, 2024, when the shares were issued and the initial offering closed. Additionally, on October 10, 2024, the
underwriters exercised in full their option to purchase up to 3.6 million additional shares of common stock based on the
initial offering price of $24.00 per share. The net proceeds of $81.7 million, after underwriting discounts, were received
by the Company on October 15, 2024, when the sale was completed. The total net proceeds from the initial offering
and underwriters option, less $9.9 million in offering costs incurred in connection with the IPO, was recorded to
common stock and additional paid in capital on the consolidated balance sheets following the IPO.

Employee Stock Purchase Plan—On October 9, 2024, the Board adopted and approved the Company's 2024
Employee Stock Purchase Plan (the "ESPP") which permits eligible employees of the Company to purchase shares of
common stock at periodic intervals. The aggregate number of shares of common stock available for issuance under the
ESPP shall be equal to the sum of (i) 2.3 million shares and (ii) an annual increase beginning on January 1, 2026 and
ending January 1, 2034 by an amount equal to the lesser of (A) 1% of the shares outstanding on the final day of the
immediately preceding calendar year and (B) such smaller number of shares as determined by the board of directors;
provided that in no event will more than 5.6 million shares of the Company’s common stock be available for issuance
under the ESPP. There were no awards granted under the ESPP during the fiscal years ended January 3, 2026 and
December 28, 2024.

KC Parent Profit Interest Units—In August 2015, the Board of Managers of KC Parent approved the PIUs Plan
which provides KC Parent authorization to award PIUs to certain employees, officers, managers, directors, and other
providers of services to KC Parent and its subsidiaries (collectively, “PIU Recipients”) pursuant to the terms and
conditions of the PIUs Plan. The PIUs consist of Class A-1 Units, Class B-1 Units, Class B-2 Units, and Class B-3
Units and entitle PIU Recipients to share in increases in the value of KC Parent from and after the date of issuance.

Pursuant to the PIUs Plan and prior to the IPO, KC Parent authorized 7.5 million Class A-1 Units, 31.6 million Class
B-1 Units, 31.6 million Class B-2 Units, and 23.7 million Class B-3 Units for issuance to PIU Recipients. Any units
that are forfeited, canceled, or reacquired by KC Parent prior to vesting are added back to the units available for
issuance under the PIUs Plan.

Class A-1 Units are fully vested upon issuance. Class B-1 Units vest over a four-year period at 25% per annum, subject
to the continued service of the PIU Recipients with the Company, except in the event of an eligible retirement in which
units remain outstanding and eligible to vest without regard for remaining service requirements. Upon the
consummation of a sale of the Company, the vesting of all then nonvested Class B-1 Units accelerates in full. Class B-2
and Class B-3 Units vest on the date when certain performance-based vesting conditions are met, subject to the
continued service of the PIU Recipients with the Company, except in the event of an eligible retirement. The
performance conditions require raising distribution proceeds from the Company or from a third-party or transfer to
securities in an aggregate amount equal to two times for Class B-2 Units or three times for Class B-3 Units of the Class
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A contribution amount and all other capital invested by KC Parent's limited partners. This condition is viewed as a
substantive liquidity event performance-based vesting condition. For performance conditions, stock-based
compensation expense is only recognized if the performance conditions become probable to be satisfied. In March
2024, the terms of the PIUs Plan were amended to provide for a one-time March 2024 non-forfeitable distribution,
resulting in a modification to the PIUs Plan. In October 2024, in order to dissolve and liquidate KC Parent in
connection with the IPO, KC Parent distributed its shares of the Company's common stock to its limited partners,
including PIU Recipients, thereby modifying and terminating the PIUs Plan. Refer to this note under the subsection
titled "Stock-based Compensation Expense" for additional detail on how these modifications were accounted for under
ASC 718 and refer to Note 22, Related Party Transactions, for additional detail on the dissolution and liquidation of
KC Parent.

A summary of the PIU activity under the PIUs Plan is presented in the table below (units in millions):

Class A-1 Units Class B-1 Units Class B-2 Units Class B-3 Units

Nonvested as of December 31, 2022 — 2.1 30.8 23.2
Granted — — —
Vested (1.6) — —
Forfeited — — —

Nonvested as of December 30, 2023 — 0.5 30.8 23.2
Granted — — —
Vested (0.1) — —
Modified to accelerate vesting (1) (0.4) (30.7) (23.0)
Forfeited — (0.1) (0.2)

Nonvested as of October 8, 2024 — — — —
Vested as of October 8, 2024 7.5 30.7 30.7 23.0
Distribution to PIU Recipients (1) (7.5) (30.7) (30.7) (23.0)

Vested as of December 28, 2024 — — — —

(1) As a result of the October 2024 modification to the PIUs Plan, the vesting of unvested PIUs was accelerated on
October 8, 2024 and in connection with the dissolution and liquidation of KC Parent, the PIUs Plan was
terminated through a liquidating distribution to the PIU Recipients. Refer to this note under the subsection titled
"Stock-based Compensation Expense" for additional detail on how this modification was accounted for under
ASC 718.

Weighted average grant date fair value per unit is as follows:

Class A-1 Units Class B-1 Units Class B-2 Units Class B-3 Units

Nonvested as of December 31, 2022 $ — $ 0.45 $ 0.35 $ 0.29
Granted — — —
Vested 0.46 — —
Forfeited — — —

Nonvested as of December 30, 2023 — 0.43 0.35 0.29
Granted — — —
Vested 0.23 — —
Modified to accelerate vesting (1) 0.45 2.12 2.08
Forfeited — 0.43 0.40

Nonvested as of October 8, 2024 $ — $ — $ — $ —
Vested as of October 8, 2024 $ 0.72 $ 0.38 $ 2.12 $ 2.08
Distribution to PIU Recipients (1) 0.72 0.38 2.12 2.08

Vested as of December 28, 2024 $ — $ — $ — $ —

(1) The weighted average grant date fair values for the Class B-2 and B-3 Units reflects the fair values of the vested
B-2 and B-3 Units as a result of the October 2024 modification to the PIUs Plan. Refer to this note under the
subsection titled "Stock-based Compensation Expense" for additional detail on how this modification was
accounted for under ASC 718.
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The total fair value of the Class B-1 Units that vested during the fiscal years ended December 28, 2024, and December
30, 2023 was $0.2 million and $0.8 million, respectively, which was measured using the Monte Carlo option pricing
model. Refer to this note under the subsection titled "Stock-based Compensation Expense" for additional detail on the
total fair value of Class B Units that vested as a result of the October 2024 modification.

2022 Incentive Award Plan—In February 2022, the Board approved the 2022 Incentive Award Plan ("2022 Plan")
which provides the Company authorization to grant stock options, stock appreciation rights, restricted stock, RSUs,
dividend equivalents, or other stock or cash-based awards to certain service providers which are defined as employees,
consultants, or directors (collectively, “Participants") pursuant to the terms and conditions of the 2022 Plan. Stock
options granted under the 2022 Plan may be either incentive stock options or nonqualified stock options. In connection
with the Company's IPO, the Company’s Board approved an amendment to the 2022 Plan which became effective on
October 8, 2024, after the effectiveness of the Company’s registration statement on Form S-1. In response to the
Common Stock Conversion, the amendment provides that the aggregate number of shares authorized for issuance
pursuant to the awards shall be equal to the sum of (i) 15.7 million shares and (ii) an annual increase on the first day of
each calendar year beginning on January 1, 2026 and ending January 1, 2034 equal to the lesser of (A) 4% of the
number of shares outstanding on the final day of the immediately preceding calendar year and (B) such smaller number
of shares as determined by the Board. As of January 3, 2026, the Company had 15.7 million shares authorized for
issuance under the 2022 Plan.

Stock Options—The Company's stock options have time-based vesting schedules for which the awards generally vest
25% upon the first anniversary of the grant date and the remaining in equal quarterly installments over the following
three years. The awards granted in May 2022 and October 2024 vest ratably over three years. Stock options have fixed
10-year terms and will expire and become unexercisable after the earliest of: (i) the tenth anniversary of the grant date,
(ii) the ninetieth day following the Participant's termination of service for any reason other than due to death, disability,
qualifying retirement, or for cause, (iii) immediately upon the termination of service of the Participant for cause, or (iv)
the expiration of twelve months from the Participant's termination of service due to death or disability. In the event of
qualifying retirement, the stock options will remain outstanding and eligible to vest in accordance with the terms of the
2022 Plan.

In February 2023, the 2022 Plan was amended to provide for cash settlement of all stock options granted under the
plan. As a result, stock options were remeasured at fair value and reclassified as liabilities at the modification date and
were subject to remeasurement at fair value each reporting period following the modification date. Stock-based
compensation expense was recognized to reflect changes in the fair value of the liabilities to the extent that the fair
value did not decrease below the grant date fair value of the awards. In October 2024 in connection with the IPO, the
2022 Plan was further amended to provide for share settlement of all stock options granted under the plan and
exercised subsequent to the modification. Stock options were remeasured at fair value and reclassified as equity at the
modification date and are not remeasured at fair value each reporting period following the modification date. Stock-
based compensation expense is recognized based on the modification date fair value through the remainder of the
vesting periods, provided that fair value is not less than the initial grant date fair value of the originally equity-
classified awards. Refer to this note under the subsection titled "Stock-based Compensation Expense" for additional
detail on how these modifications were accounted for under ASC 718.
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A summary of the stock option activity and related information under the 2022 Plan is presented in the table below:

Number
of Stock
Options (in
millions)

Weighted
Average
Exercise
Price

Weighted
Average
Grant
Date Fair
Value

Weighted
Average
Remaining
Contractual
Term
(years)

Aggregate
Intrinsic
Value (in
millions)

Outstanding as of December 31, 2022 1.7 $ 21.11 $ 9.68
Granted — — —
Exercised — — —
Forfeited — — —
Expired — — —

Outstanding as of December 30, 2023 1.7 21.11 9.68
Granted 0.1 24.00 12.50
Exercised — — —
Forfeited — — —
Expired — — —

Outstanding as of December 28, 2024 1.8 21.33 9.89
Granted 0.7 16.37 7.47
Exercised — — —
Forfeited (0.2) 17.27 7.96
Expired — — —

Outstanding as of January 3, 2026 2.3 $ 20.13 $ 9.30 6.39 $ —
Exercisable as of January 3, 2026 1.6 $ 21.22 $ 9.78 5.32 $ —

(1) The stock-based compensation awards disclosures for the fiscal years ended December 28, 2024 and December
30, 2023 have been retrospectively adjusted to reflect the Common Stock Conversion.

As of January 3, 2026, December 28, 2024, and December 30, 2023, the fair value of stock options that vested during
the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023 was $5.1 million, $4.7 million, and
$6.1 million, respectively.

As of January 3, 2026 and December 28, 2024, all stock options were classified as equity on the consolidated balance
sheets.

Restricted Stock Units—The Company's RSUs awarded to management have time-based vesting schedules for which
the awards generally vest 25% upon the first anniversary of the grant date and the remaining in equal quarterly
installments over the following three years. The awards granted in May 2022 as well as a portion of the awards granted
in October 2024 vest ratably over three years. RSUs granted to highly-tenured teachers in October 2024 have a time-
based, one-year vesting schedule and RSUs awarded to the Company's independent board of directors vest over the
remaining term of service for the board member, or generally one year.

The RSUs are subject to certain requirements including the Participant's continued service through the vesting date, as
applicable. In the event of a Participant's termination of service, the Participant immediately forfeits any and all RSUs
granted that have not vested or do not vest on the date termination of service occurs and rights in any such nonvested
RSUs shall lapse and expire. Upon the occurrence of termination of service due to death or disability, the RSUs shall
become vested in full. In the event of qualifying retirement, the RSUs will remain outstanding and eligible to vest in
accordance with the terms of the 2022 Plan.

In February 2023, the 2022 Plan was amended to provide for cash settlement of all RSUs granted under the plan,
whereas prior to the amendment, half of the value of the RSUs were to be settled in cash and the other half were to be
settled in shares. As a result, previously equity-classified RSUs were remeasured at fair value and reclassified as
liabilities at the modification date and were subject to remeasurement at fair value each reporting period following the
modification date. Stock-based compensation expense was recognized to reflect changes in the fair value of the
liabilities to the extent that the fair value did not decrease below the grant date fair value of the awards. In October
2024, in connection with the IPO, the 2022 Plan was further amended to provide for share settlement of all RSUs
granted under the plan and vested subsequent to the modification. RSUs were remeasured at fair value and reclassified
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as equity at the modification date and are not remeasured at fair value each reporting period following the modification
date. Stock-based compensation expense is recognized based on the modification date fair value through the remainder
of the vesting periods, provided that fair value is not less than the initial grant date fair value of the originally equity-
classified awards. Refer to this note under the subsection titled "Stock-based Compensation Expense" for additional
detail on how these modifications were accounted for under ASC 718. The fair value of RSUs is determined based on
the fair value of the Company's common stock.

A summary of the RSU activity and related information under the 2022 Plan is presented in the table below (RSUs in
millions):

Share-Settled Cash-Settled
Number of
RSUs -
Equity-

Classified (1)

Weighted
Average
Grant Date
Fair Value (1)

Number of
RSUs -
Liability-
Classified (1)

Weighted
Average
Grant Date
Fair Value (1)

Nonvested as of December 31, 2022 0.4 $ 21.06 0.4 $ 21.06
Reclassified (0.4) 21.06 0.4 21.06
Granted — — — —
Vested — — (0.3) 20.98
Forfeited — — 0.0 20.68

Nonvested as of December 30, 2023 — — 0.5 21.13
Reclassified 0.3 24.00 (0.3) 21.05
Granted 0.4 24.00 — —
Vested 0.0 24.00 (0.2) 21.24
Forfeited 0.0 24.00 0.0 20.90

Nonvested as of December 28, 2024 0.7 24.00 — —
Granted 0.7 15.63 — —
Vested (0.6) 23.75 — —
Forfeited (0.1) 18.14 — —

Nonvested as of January 3, 2026 0.7 $ 17.00 — $ —

(1) The stock-based compensation awards disclosures for the fiscal years ended December 28, 2024 and December
30, 2023 have been retrospectively adjusted to reflect the Common Stock Conversion.

During the fiscal year ended January 3, 2026, the total fair value of RSUs vested was $12.7 million. During the fiscal
year ended December 28, 2024, the total fair value of RSUs vested and share-settled subsequent to the October 2024
modification was $0.7 million and the total fair value of RSUs vested and paid to Participants prior to the October 2024
modification was $4.7 million. During the fiscal year ended December 30, 2023, the total fair value of vested RSUs
paid to Participants was $8.7 million and no RSUs were share-settled.

As of January 3, 2026 and December 28, 2024, all RSUs were classified as equity on the consolidated balance sheets.

Valuation Assumptions—The Company estimated the grant date fair value of PIUs using a Monte Carlo Simulation
model and estimates the grant date fair value of stock options using a Black-Scholes model. The Monte Carlo
Simulation model and Black-Scholes model require the use of highly complex and subjective assumptions. Changes in
the assumptions can materially affect the fair value and ultimately how much stock-based compensation expense is
recognized.

The assumptions that impacted the Monte Carlo Simulation model related to the March 2024 modification to the PIUs
Plan are as follows:

Equity value (in millions) $2,041.0
Risk free interest rate 5.14%
Expected dividend yield 0.00%
Expected term 0.75 years
Expected volatility 30%
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In connection with the October 2024 liquidation of KC Parent and modification to the PIUs Plan, the valuation of the
PIUs was determined by the fair value of the Company’s common stock as of the date of the IPO. Refer to this note
under the subsection titled "Stock-based Compensation Expense" for additional detail on how both the March 2024 and
October 2024 modifications were accounted for under ASC 718 and refer to Note 22, Related Party Transactions, for
additional detail on the dissolution and liquidation of KC Parent.

The assumptions that impacted the Black-Scholes model for stock options are as follows:

Fiscal Year Ended
January 3, 2026 December 28, 2024 (2) December 30, 2023

Stock price (1) $16.37 $21.78 - $25.04 $21.78 - $29.15
Risk-free interest rate 4.11% 3.55% - 4.40% 3.56% - 4.60%
Expected dividend yield 0.00% 0.00% 0.00%
Expected term 6.11 years 3.50 - 6.00 years 4.26 - 5.13 years
Expected volatility 40% 35% - 50% 40% - 45%

(1) The stock-based compensation awards disclosures for the fiscal years ended December 28, 2024 and December
30, 2023 have been retrospectively adjusted to reflect the Common Stock Conversion.

(2) The post-modification fair values of the stock options granted during the fiscal year ended December 31, 2022
and modified in October 2024 were the original grant date fair values from February 2022 and May 2022 as the
fair values of the newly equity-classified awards at modification date were less than the original grant date fair
values of the awards.

Fair value of aggregate equity

Prior to the Company’s IPO, there was no public market for the equity of the Company, and therefore, the Company
utilized a third-party valuation firm to determine estimates of fair value using generally accepted valuation
methodologies, specifically income-based and market-based methods. The income-based approach is the DCF method
and the market-based approaches include the guideline public company method and benchmarking against
contemplated market transactions. Weightings are adjusted over time to reflect the merits and shortcomings of each
method.

Risk-free interest rate

The risk-free interest rate is based on the United States constant maturity rates with remaining terms similar to the
expected term of the PIUs and stock options.

Expected dividend yield

The Company does not expect to declare a dividend to shareholders in the foreseeable future.

Expected term

For PIUs, the Company calculated the expected term based on the expected time to a liquidity event. For stock options,
the Company determines the expected term using the simplified method, which is based on the average period the stock
options are expected to remain outstanding, generally calculated as the midpoint of the stock options’ vesting term and
contractual expiration period. The simplified method is used as the Company does not have sufficient historical
information to develop reasonable expectations about future exercise patterns and post-vesting service termination
behavior.

Expected volatility

Prior to the Company’s IPO, there was no specific historical or implied volatility information available. Accordingly,
the Company estimated the expected volatility on the historical stock volatility of a group of similar companies that are
publicly traded over a period equivalent to the respective expected term of the PIUs and stock options. Subsequent to
the Company's IPO, the Company will continue to use the volatility data of a group of similar companies that are
publicly traded until there is sufficient historical information available.

Stock-based Compensation Expense—Total stock-based compensation expense for all stock-based compensation
awards was $12.1 million, $143.9 million, and $12.6 million during the fiscal years ended January 3, 2026, December
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28, 2024, and December 30, 2023, respectively, and was recognized in selling, general, and administrative expense in
the consolidated statements of operations and comprehensive (loss) income. Stock-based compensation expense
recognized during the fiscal year ended December 28, 2024 includes $14.3 million in expense related to the March
2024 modification to the PIUs Plan and $113.1 million in expense related to the October 2024 modification to the PIUs
Plan. Refer to the below paragraphs for additional information. The income tax benefit related to stock-based
compensation expense was $3.1 million, $4.2 million, and $3.1 million during the fiscal years ended January 3, 2026,
December 28, 2024, and December 30, 2023, respectively. As of January 3, 2026, the total unrecognized stock-based
compensation expense for stock options and RSUs, net of estimated forfeitures, was $10.2 million, which will be
recognized over the remaining weighted average period of 2.5 years.

In February 2023, the 2022 Plan was amended to provide for cash settlement of all stock options and RSUs granted
under the plan. This modification impacted 100 Participants with stock options and RSUs. In the case of modifications
that results in reclassification of the awards from equity to liabilities, the liability is remeasured at fair value every
reporting period, with changes recognized as stock-based compensation expense to the extent that the fair value of the
awards does not decrease below grant date fair value. Any change in the liability below the grant date fair value of the
awards is recorded within additional paid-in capital. On the modification date, all stock options and RSUs granted
under the 2022 Plan were remeasured at fair value and were reclassified from additional paid-in capital to other current
and other long-term liabilities on the consolidated balance sheets. The awards were measured at fair value on the
modification date immediately before and after modification and the Company determined there was no incremental
compensation expense due to a change in the fair value of the awards.

In March 2024, the terms of the PIUs Plan were amended to provide for a March 2024 non-forfeitable distribution to
30 Class B PIU Recipients with PIUs outstanding at the time of modification, which will offset any future payments
received by the PIU Recipients. Refer to Note 22, Related Party Transactions, for further information regarding the
March 2024 distribution. This resulted in a Type I Modification (probable-to-probable) of the Class B-1 Units as the
majority of the Class B-1 Units are vested with the remainder probable to vest both immediately before and after
modification. The impact to nonvested B-1 Units was not material. The Class B-1 Units were measured at fair value on
the modification date immediately before and after the modification. The cash distribution exceeded the reduction in
fair value when comparing the value immediately before and after the modification by $4.7 million. As the distribution
is non-forfeitable and does not require any additional services to be provided by the PIU Recipients, the Company
recognized the $4.7 million as stock-based compensation expense within selling, general, and administrative expense in
the consolidated statements of operations and comprehensive (loss) income during the fiscal year ended December 28,
2024. The March 2024 modification also resulted in a Type IV Modification (improbable-to-improbable) of the Class
B-2 and Class B-3 Units as the distribution to Class B-2 and Class B-3 PIU Recipients did not meet the liquidity event
performance-based vesting conditions and therefore the units were not probable to vest both immediately before and
after modification. No performance-based vesting compensation expense has been or will be recognized related to the
Class B-2 and Class B-3 Units until the performance-based vesting conditions are met, at which time, in accordance
with the guidance for Type IV modifications under ASC 718, expense will be recognized based on the post-
modification fair value. However, the distribution to Class B-2 and Class B-3 PIU Recipients is non-forfeitable even if
a liquidity event does not occur and thus the distribution represents compensation in excess of the rights and privileges
provided to Class B-2 and Class B-3 PIU Recipients under the PIUs Plan. During the fiscal year ended December 28,
2024, the Company recognized $5.0 million and $4.6 million stock-based compensation expense for the distribution to
Class B-2 and Class B-3 PIU Recipients, respectively, within selling, general, and administrative expense in the
consolidated statements of operations and comprehensive (loss) income.

In October 2024, the 2022 Plan was amended to provide for share settlement of all unexercised stock options and
unvested RSUs when stock options are exercised and RSUs vest according to their original vesting schedules. This
modification impacted 81 Participants with stock options and RSUs. On the modification date, all stock options and
RSUs outstanding were remeasured at fair value resulting in a reclassification from other current and other long-term
liabilities to additional paid-in capital on the consolidated balance sheets. The Company will not remeasure the awards
at fair value each reporting period during the remaining vesting period in accordance with equity-classification under
ASC 718. The awards were measured at fair value immediately before and after modification, and as there was no
change in the fair value of the awards, the Company determined there was no incremental compensation expense as a
result of the modification.

In October 2024, in connection with the dissolution and liquidation of KC Parent upon the Company's IPO, the terms
of the PIUs Plan were modified through the accelerated vesting of PIUs and subsequent distribution of the Company's
common stock, resulting in the termination of the PIUs Plan. This modification impacted 28 PIU Recipients with
outstanding PIUs at the date of modification. Refer to Note 22, Related Party Transactions, for further information
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regarding the October 2024 dissolution and liquidation of KC Parent. The accelerated vesting of PIUs resulted in a
Type I Modification (probable-to-probable) of the unvested Class B-1 Units as they were probable to vest both
immediately before and after modification. The Class B-1 Units were measured at fair value on the modification date
immediately before and after the modification, and though there is no incremental compensation expense as a result of
the change in fair value of the awards, the PIU Recipients are not required to provide any additional services and the
remaining unrecognized compensation expense of less than $0.1 million was recognized in the consolidated statements
of operations and comprehensive (loss) income during the fiscal year ended December 28, 2024. The October 2024
modification also resulted in a Type III Modification (improbable-to-probable) of the Class B-2 and Class B-3 Units.
The IPO did not meet the liquidity event performance-based vesting conditions and therefore the awards were
improbable to vest prior to the modification, but as a result of the modification to remove the vesting conditions, the
awards became probable to vest immediately after modification. In accordance with ASC 718 for Type III
modifications, the original awards are considered forfeited and the total fair value of the modified Class B-2 and Class
B-3 Units of $65.1 million and $47.9 million, respectively, was recognized in the consolidated statements of operations
and comprehensive (loss) income during the fiscal year ended December 28, 2024.

18. NET (LOSS) INCOME PER COMMON SHARE

The reconciliations of basic and diluted net (loss) income per common share for the fiscal years ended January 3, 2026,
December 28, 2024, and December 30, 2023 are set forth in the table below (in thousands, except per share data):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Net (loss) income available to common
shareholders, basic and diluted $ (112,880) $ (92,840) $ 102,558
Weighted average number of common shares
outstanding, basic (1) 118,329 96,309 90,366
Effect of dilutive securities (1) — — 23
Weighted average number of common shares
outstanding, diluted (1) 118,329 96,309 90,389

Net (loss) income per common share:
Basic (1) $ (0.95) $ (0.96) $ 1.13
Diluted (1) $ (0.95) $ (0.96) $ 1.13

(1) The outstanding shares and per share amounts for the fiscal years ended December 28, 2024 and December 30,
2023 have been retrospectively adjusted to reflect the Common Stock Conversion. Refer to Note 17,
Shareholders' Equity and Stock-based Compensation, for further information.

Prior to the amendment to the Company's certificate of incorporation in October 2024 made in connection with the IPO
and Common Stock Conversion, vested stock options under the 2022 Plan were contractually participating securities
because stock option holders had a non-forfeitable right to receive dividends when the Company exceeds a stated
distributable amount. The stated distributable amount was not met prior to the amendment during the fiscal years ended
December 28, 2024 and December 30, 2023, and therefore, the stock options were not considered as participating in
undistributed earnings in the computation of basic and diluted net (loss) income per common share for the periods. As a
result of the amended certificate of incorporation in connection with the IPO, vested stock options are no longer
contractually participating securities.

All shares of common stock from stock options and RSUs were excluded from the calculation of diluted net (loss)
income per common share as their effect was anti-dilutive due to a net loss available to common shareholders for the
fiscal year ended January 3, 2026 and the portion of the fiscal year ended December 28, 2024 that was subsequent to
the October 2024 modification to the 2022 Plan, which changed all stock options and RSUs to be share-settled and
equity-classified. Prior to the October 2024 modification to the 2022 Plan and subsequent to the February 2023
modification to the 2022 Plan, stock options and RSUs were cash-settled and liability-classified, and therefore, no
shares were available to be excluded from the calculation of diluted net (loss) income per common share during those
portions of the fiscal years ended December 28, 2024 and December 30, 2023. During the portion of the fiscal year
ended December 30, 2023 prior to the February 2023 modification to the 2022 Plan, when stock options and 50% of
RSUs were share-settled and equity-classified, 1.6 million shares of common stock from outstanding stock options
were excluded from the calculation of diluted net (loss) income per common share as the effect was antidilutive. Refer
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to Note 17, Shareholders' Equity and Stock-based Compensation, for further information on the modifications to the
2022 Plan.

19. EMPLOYEE BENEFIT PLANS

401(k) Plan—Certain employees are eligible to enroll in the Company's 401(k) Plan on the first of the month following
30 days from their date of hire and can contribute between 1% and 100% of pay up to the Internal Revenue Service
maximum allowable limit. The Company will match 40 cents for each dollar contributed on the first 5% of
compensation. Employer matching contributions vest evenly at 20% over a five-year period.

Non-Qualified Deferred Compensation Plan—The NQDC Plan allows employees to defer between 1% and 80% of
base and annual bonus compensation. The Company will match 40 cents for each dollar contributed on the first 5% of
compensation. All contributions are deferred into the NQDC Plan held by the Company. Employer matching
contributions are fully vested immediately upon deferral into the NQDC Plan. Amounts recognized as compensation
expense related to changes in the fair value of the deferred compensation obligation to employees were gains of $4.7
million, $3.4 million, and $3.7 million during the fiscal years ended January 3, 2026, December 28, 2024, and
December 30, 2023, respectively, and are included in selling, general, and administrative expenses in the consolidated
statements of operations and comprehensive (loss) income. Refer to Note 13, Other Long-term Liabilities, for
additional information.

The Company recognized employer matching contribution expense for the 401(k) Plan and the NQDC Plan of $5.9
million, $5.3 million, and $5.1 million for the fiscal years ended January 3, 2026, December 28, 2024, and December
30, 2023, respectively, in cost of services (excluding depreciation and impairment) and $0.8 million, $0.9 million, and
$0.8 million for the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively,
included in selling, general, and administrative expenses in the consolidated statements of operations and
comprehensive (loss) income.

20. INCOME TAXES

The provision for income taxes is comprised of the following (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Current:
Federal $ 12,850 $ 30,557 $ 31,513
State (584) 13,879 13,051
Total current expense 12,266 44,436 44,564

Deferred:
Federal 5,911 (20,040) (10,040)
State 1,361 (9,788) (7,157)
Total deferred expense (benefit) 7,272 (29,828) (17,197)
Total income tax expense $ 19,538 $ 14,608 $ 27,367
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The Company has no foreign income or income tax requirements. The provision for income taxes solely relates to
domestic income and expense. The reconciliation between the provision for income taxes at the federal statutory rate
and the effective tax rate is as follows (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

% % %
Federal tax (benefit) expense at
statutory rate $ (19,602) 21.0% $ (16,429) 21.0% $ 27,284 21.0%
State and local income tax (benefit)
expense, net of federal income tax (1) (657) 0.7% 2,103 (2.7)% 4,637 3.6%
Federal tax credits:
Work Opportunity Tax Credit (3,113) 3.3% (2,559) 3.3% (3,102) (2.4)%
Other federal tax credits (105) 0.1% (84) 0.1% (76) (0.1)%

Nontaxable or nondeductible items:
Nondeductible compensation 3,455 (3.7)% 28,854 (36.9)% 101 0.1%
Nondeductible goodwill
impairment 35,704 (38.3)% — 0.0% — 0.0%
Income tax (refunds recognized)
due from employee retention
credits (6,318) 6.8% (4,367) 5.6% 1,612 1.2%
Nondeductible fringe benefits 600 (0.6)% 864 (1.1)% 640 0.5%
Other nondeductible expenses 188 (0.2)% 167 (0.2)% 307 0.2%

Change to uncertain tax positions 7,147 (7.7)% 6,348 (8.1)% 108 0.1%
Other adjustments:
Provision to return true-up 2,239 (2.4)% (289) 0.4% (4,482) (3.4)%
Other — 0.0% — 0.0% 338 0.3%
Total income tax expense $ 19,538 (20.9)% $ 14,608 (18.7)% $ 27,367 21.1%

(1) For the fiscal year ended January 3, 2026, state taxes in Illinois, Oregon, Massachusetts, and Pennsylvania made
up the majority (greater than 50 percent) of the tax effect in this category. For the fiscal years ended December
28, 2024 and December 30, 2023, state taxes in California and Illinois made up the majority (greater than 50
percent) of the tax effect in this category.

Deferred tax assets and liabilities consist of the following (in thousands):

January 3, 2026 December 28, 2024

Deferred tax assets:
Lease obligations $ 419,158 $ 382,615
Interest and financing costs 38,768 43,677
Compensation payments 25,143 25,725
Self-insurance obligations 31,046 17,493
Net operating loss 732 1,095
Accumulated other comprehensive loss 1,605 —
Other 7,395 5,817
Total deferred tax assets 523,847 476,422

Deferred tax liabilities:
Right-of-use assets (388,364) (355,686)
Intangible assets (115,263) (113,611)
Property and equipment (42,211) (37,096)
Insurance Claims (13,463) —
Accumulated other comprehensive income — (936)
Total deferred tax liabilities (559,301) (507,329)
Deferred income taxes, net $ (35,454) $ (30,907)
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The Company had no federal net operating loss carryforwards as of January 3, 2026 and had $1.1 million as of
December 28, 2024. The Company had $9.8 million and $12.2 million of state and local net operating loss
carryforwards as of January 3, 2026 and December 28, 2024, respectively. State net operating loss carryforwards expire
in years commencing in 2037 through 2043.

No valuation allowance was required as of January 3, 2026, December 28, 2024, and December 30, 2023. The
Company will continue to reassess the carrying amount of its deferred tax assets.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows (in thousands):

Balance at December 31, 2022 768
Gross increases in tax positions for prior years 216
Gross increases in tax positions for current year 135

Balance as of December 30, 2023 1,119
Gross increases in tax positions for prior years 31
Gross increases in tax positions for current year 206

Balance as of December 28, 2024 1,356
Gross increases in tax positions for current year 206
Lapse of tax statute of limitations (758)

Balance at January 3, 2026 $ 804

Due to the ERC cash receipt during the fiscal year ended December 30, 2023, previously-filed corporate income tax
returns were amended during the fiscal year ended December 28, 2024 to reflect the impact of the additional ERCs
claimed as of December 30, 2023. Any adjusted net operating loss carryforwards from the amended 2020 and 2021
returns were incorporated into the 2022 returns. The resulting $2.9 million income tax liability, including interest, was
paid during the fiscal year ended December 28, 2024. Due to the unprecedented nature of ERC legislation and the
changing administrative guidance, not all of the ERC reimbursements received have met the Company's recognition
criteria. In December 2022, the Company recorded a receivable related to uncertain tax positions associated with the
deferred ERC liabilities. As of December 28, 2024, the Company's receivable related to uncertain tax positions was
$7.9 million and $3.1 million within prepaid expenses and other current assets and other assets, respectively, and as of
January 3, 2026, the Company's receivable was reduced to $3.1 million within other assets on the consolidated balance
sheets in connection with the portion of ERC recognized during the fiscal year ended January 3, 2026. Refer to Note 2,
Government Assistance, Note 5, Prepaid Expenses and Other Current Assets, Note 9, Other Assets, Note 11, Other
Current Liabilities, and Note 13, Other Long-term Liabilities, for additional details.

As of January 3, 2026 and December 28, 2024, the Company recorded liabilities for uncertain tax positions of $0.3
million and $1.1 million in other current liabilities and $0.6 million and $0.7 million in other long-term liabilities,
respectively, on the consolidated balance sheets. The Company recognizes accrued interest and penalties related to
uncertain tax positions in federal and state income tax expense in the consolidated statements of operations and
comprehensive (loss) income. There were no material amounts related to interest and penalties for uncertain tax
positions for the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023. There is one open
state examination as of January 3, 2026. The Company is no longer subject to examination by tax authorities for years
before 2022.

In July 2025, the One Big Beautiful Bill Act was signed into law, enacting significant changes to the United States
federal income tax rules. The enactment of this legislation did not have a material impact on the Company's effective
tax rate for the fiscal year ended January 3, 2026.

The components of cash paid for income taxes, net of refunds were as follows (in thousands):

Fiscal Years Ended
January 3, 2026 December 28, 2024 December 30, 2023

Federal $ 10,152 $ 37,059 $ 18,300
State 4,998 10,608 11,145
Total cash paid for taxes, net of refunds $ 15,150 $ 47,667 $ 29,445

No individual tax jurisdictions represented at least five percent of total cash paid for taxes, net of refunds.
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21. COMMITMENTS AND CONTINGENCIES

Litigation—The Company is subject to claims and litigation arising in the ordinary course of business. In accordance
with ASC 450, Contingencies ("ASC 450"), loss contingencies for these claims and litigation are recorded as liabilities
when the likelihood of loss is probable, and an amount or range of loss can be reasonably estimated. The Company
estimates insurance receivables based on an analysis of the terms of its policies, including their exclusions, pertinent
case law interpreting comparable policies, its experience with similar claims, and assessment of the nature of the claim
and remaining coverage. In accordance with ASC 450, insurance receivables related to loss contingencies are recorded
for recoveries considered probable under applicable insurance policies. The Company believes the accruals for
contingencies are reasonable and sufficient based upon information currently available to management, although
assurance cannot be given with respect to the ultimate outcome of any such claims or actions, that final costs related to
these contingencies will not exceed current estimates, nor any assurance can be given as to the amount of such final
costs that will be covered by insurance.

The Company reexamines its estimates of probable liabilities and insurance receivables at least quarterly and, where
appropriate, makes adjustments to its reasonably estimated losses and accruals to reflect the impacts of negotiations,
estimated settlements, legal rulings, advice of legal counsel and other information and events pertaining to a particular
matter. As a result, the current accruals and/or estimates of loss and the estimates of the potential impact on the
Company’s consolidated financial statements for the legal proceedings against the Company may change over time.

Refer to Note 1, Organization and Summary of Significant Accounting Policies, for additional information on the
Company’s self-insurance obligations and related insurance receivables. The Company believes the resolution of
pending legal matters will not have a material effect on the Company’s consolidated financial statements.

Settlement of General Liability Claim

In February 2024, an action was commenced against the Company for damages for personal injuries. On February 19,
2026, the Company and the plaintiffs entered into a memorandum of agreement relating to the settlement of this matter.
The settlement is expected to be finalized and the case dismissed with prejudice in the second quarter of the fiscal year
ending January 2, 2027. As of January 3, 2026, the Company accrued $50.0 million in self-insurance obligations
related to this matter within other current liabilities on the consolidated balance sheets, which reflects the amount of the
agreed-upon settlement. Additionally, the Company recorded insurance receivables of $49.1 million within prepaid
expenses and other current assets on the consolidated balance sheets, which represents recoveries considered probable
from purchased insurance coverage. Refer to Note 5, Prepaid Expenses and Other Current Assets and Note 11, Other
Current Liabilities.

Securities Class Action

On August 12, 2025, a purported Company stockholder filed a securities class action complaint in the United States
District Court for the District of Oregon against the Company, Paul Thompson, Anthony Amandi, John T. Wyatt, Jean
Desravines, Christine Deputy, Michael Nuzzo, Benjamin Russell, Joel Schwartz, Alyssa Waxenberg, Preston Grasty,
each of whom were officers or directors at the time of the Company's IPO, Partners Group Holding AG, the Company's
majority stockholder, and the representatives of the underwriters in the Company's IPO, Goldman Sachs & Co LLC,
Morgan Stanley & Co LLC, Barclays Capital Inc., and UBS Securities LLC. A consolidated complaint was filed on
February 6, 2026 alleging that defendants violated Sections 11, 15, and 12(a)(2) of the Securities Act of 1933 by
making material misstatements or omissions in offering documents filed in connection with the IPO. The complaint
seeks unspecified damages, interest, fees, and costs on behalf of purchasers and/or acquirers of common stock issued in
the IPO, as well as unspecified equitable relief. The Company intends to vigorously defend against the claims in this
action. Any potential loss arising from this claim is not currently probable or estimable.

22. RELATED PARTY TRANSACTIONS

Management Services Agreement—In August 2015, the Company entered into a management services agreement
with Partners Group (USA), Inc. (“Partners Group”), a related party of the Company’s former ultimate parent, pursuant
to which Partners Group agreed to provide certain management and advisory services to the Company on an ongoing
basis for an annual management fee of $4.9 million payable in equal quarterly installments. Management services
expense is included in selling, general, and administrative expenses in the consolidated statements of operations and
comprehensive (loss) income. In connection with the IPO, the management services agreement with Partners Group
was terminated in October 2024 in accordance with its terms.
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KC Parent—KC Parent was the Company’s direct parent prior to the Company's IPO. Pursuant to the original KC
Parent, LLC Agreement, executed in August 2015, KC Parent had authorization to issue member's interest units in KC
Parent to certain employees and directors of the Company, which consists of Class A Units.

In March 2024, the Company made a $320.0 million distribution to KC Parent, which was financed by proceeds from
the incremental first lien term loan and cash on-hand and was recorded within additional paid-in capital on the
consolidated balance sheets. Additionally, KC Parent converted to a Delaware limited partnership company and
replaced the Amended and Restated KC Parent, LLC Agreement with the KC Parent, LP Agreement. The KC Parent,
LP Agreement modified the PIUs Plan to allow for the March 2024 distribution. In March 2024, KC Parent paid a
$276.9 million distribution to Class A Unit holders and a $42.6 million distribution to PIU Recipients with units
outstanding as of the date of modification pursuant to the KC Parent, LP Agreement and PIUs Plan.

In October 2024, pursuant to the KC Parent, LP Agreement, the board of managers and the General Partner of KC
Parent approved a plan of dissolution and liquidation of KC Parent whereby KC Parent may distribute shares of the
Company’s common stock to the limited partners of KC Parent in lieu of liquidating its assets for cash in connection
with an IPO. As of the date of the IPO, the sole assets of KC Parent consisted of 90.4 million shares of the Company’s
common stock and the fair value of such shares was $24.00 per share. KC Parent's shares of the Company's common
stock were allocated to each of the capital accounts of its limited partners, including PIUs held by PIU Recipients,
based on their respective ownership. KC Parent then distributed the 90.4 million shares of the Company’s common
stock to its limited partners (the “Liquidating Distribution”) resulting in the full liquidation of KC Parent. As of
December 28, 2024, KC parent was fully liquidated and had no member’s interest unit outstanding related to current
and former employees and directors of the Company. Refer to Note 17, Shareholders' Equity and Stock-based
Compensation, for additional information on the impact of the Liquidating Distribution on the PIUs Plan and related
stock-based compensation expense.

Lease Agreements—The Company is the lessee in several lease agreements in which a former limited partner of KC
Parent has ownership interest in the lessor entities. Rent expense is included in cost of services (excluding depreciation
and impairment) and selling, general, and administrative expenses in the consolidated statements of operations and
comprehensive (loss) income. Following the liquidation of KC Parent in October 2024, the former limited partner of
KC Parent is not considered a related party and rent expense associated with these lessor entities no longer represents a
related party transaction.

As of January 3, 2026, there were no amounts due to unconsolidated related parties. As of December 28, 2024, the
Company had $0.1 million in related party payables due to Partners Group for management services provided prior to
the termination of the agreement upon the Company's IPO.

The table below details the Company’s expenses recognized from unconsolidated related parties (in thousands):

Fiscal Years Ended

January 3, 2026 December 28, 2024 December 30, 2023

Partners Group management services $ — $ 3,768 $ 4,865
Related parties rent — 14,528 19,293

23. SEGMENT INFORMATION

The Company uses the “management approach” in determining its operating segments. The management approach
considers the internal organization and reporting used by the Company’s Chief Operating Decision Maker (“CODM”)
for making strategic decisions, assessing performance, and allocating resources. The Company’s CODM has been
identified as the Chief Executive Officer of the Company.

The Company determined it operates as one consolidated segment and therefore has one reportable segment. The
consolidated Company segment derives revenue primarily from providing early childhood education and care services
at centers and before- and after-school sites.

As a single reportable segment entity, the GAAP measure utilized by the CODM to assess performance and allocate
resources is the Company's consolidated net (loss) income. For example, the CODM uses consolidated net (loss)
income to monitor budget versus actual results, make decisions on capital investments, as well as to measure market
competition and achievement of Company strategic objectives. Consolidated revenue, significant segment expenses,
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and net (loss) income are reported on the consolidated statements of operations and comprehensive (loss) income and
the measure of segment assets is reported on the consolidated balance sheets as total assets. The accounting policies of
the consolidated Company segment are also the same as those described in Note 1, Organization and Summary of
Significant Accounting Policies.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) under the Exchange Act, our management, under the supervision and with the
participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(f) under the Exchange Act) as of the end of the period
covered by this Annual Report on Form 10-K. Based upon that evaluation, our management, including our Chief Executive
Officer and Chief Financial Officer, concluded that our disclosure controls and procedures were not effective as of January 3,
2026 due to the material weakness in internal control over financial reporting as described below. However, after giving full
consideration to the material weakness described below, the Company's management has concluded that its consolidated
financial statements present fairly, in all material respects, its financial position, results of operations and cash flows for the
periods disclosed in conformity with U.S. generally accepted accounting principles.

Management's Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting
(as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act). Our management, under the supervision and with the
participation of our Chief Executive Officer and Chief Financial Officer, conducted an evaluation of the effectiveness of our
internal control over financial reporting as of January 3, 2026 based on the criteria established in Internal Control —
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on
this evaluation, management concluded that the Company's internal control over financial reporting was not effective as of
January 3, 2026 due to the material weakness described below.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting,
such that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial
statements will not be prevented or detected on a timely basis.

We did not design and maintain effective IT general controls for information systems that are relevant to the
preparation of our consolidated financial statements. Specifically, we did not design and maintain: (i) program change
management controls to ensure that program and data changes are identified, tested, authorized and implemented
appropriately; (ii) user access controls to ensure appropriate segregation of duties and to adequately restrict user and
privileged access to appropriate personnel; and (iii) computer operations controls to ensure that processing and transfer of
data, and data backups and recovery are monitored.

This material weakness did not result in a misstatement to the consolidated financial statements, however, it could
result in misstatements potentially impacting the annual or interim financial statements that would result in a material
misstatement to the financial statements that would not be prevented or detected.

The effectiveness of our internal control over financial reporting as of January 3, 2026 has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report which appears in
Part II, Item 8 of this Annual Report on Form 10-K.

Remediation Plan for the Material Weakness

During the quarter ended January 3, 2026, we made progress toward remediating the material weakness in IT
general controls previously identified. Management continued to test, document, monitor, remediate and improve the design
and operating effectiveness of internal controls in user access, change management, and computer operations to make further
progress toward remediation of the identified material weakness, to respond to changes in the internal control environment
(including those resulting from the enterprise resource planning system implementation), to correct deficiencies in IT general
controls and other controls, and to preserve the effectiveness of existing internal controls.

Our remediation plan for fiscal 2026 includes the continuation of our fourth quarter remediation activities as well as
training relevant personnel on the design and operation of IT general controls, implementing new IT tools, and standardizing
business processes and reporting. Management regularly reports to the Audit Committee on its progress and will continue to
do so in fiscal 2026. With the oversight of the Audit Committee, management expects to continue to implement the
remediation plan in fiscal 2026 relating to the material weakness. While we have made progress toward remediating the
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material weakness, the material weakness will not be considered remediated until the enhanced controls operate for a
sufficient period of time and management has concluded, through testing, that the related controls are effective.

No system of controls, no matter how well designed and operated, can provide absolute assurance that the objectives
of the system of controls will be met, and no evaluation of controls can provide absolute assurance that all control
deficiencies or any material weakness have been or will be detected. We cannot assure you that the measures we have taken
to date, and actions we may take in the future, will be sufficient to remediate the control deficiencies that led to the material
weakness in our internal control over financial reporting or that they will prevent or avoid potential future material weakness.
Additionally, our current controls and any new controls that we develop may become inadequate because of changes in
conditions in our business.

Changes in Internal Control over Financial Reporting

The fourth quarter remediation activities described above are changes in our internal control over financial reporting
(as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the quarter ended January 3, 2026 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information

Rule 10b5-1 Arrangements

During our fiscal quarter ended January 3, 2026, none of our directors or officers (as defined in Rule 16a-1(f) under
the Exchange Act) entered into, modified (as to amount, price or timing of trades) or terminated (i) contracts, instructions or
written plans for the purchase or sale of our securities that are intended to satisfy the conditions specified in Rule 10b5-1(c)
under the Exchange Act for an affirmative defense against liability for trading in securities on the basis of material nonpublic
information or (ii) non-Rule 10b5-1 trading arrangements (as defined in Item 408(c) of Regulation S-K).

Departure of Chief Operating Officer

On March 11, 2026, the Company eliminated the position of Chief Operating Officer and as a result, Lindsay
Sorhondo was terminated from that position. Ms. Sorhondo will remain as a non-executive officer employee until April 4,
2026 to assist in the transition of her duties. Ms. Sorhondo will receive the separation benefits payable in connection with her
termination without cause in accordance with the terms of the previously disclosed November 2025 letter agreement with the
Company, the Company’s Policy for Providing Severance Payments to Executives (the "Severance Policy"), and the relevant
terms of Ms. Sorhondo’s equity, short-term and long-term incentive awards, except as noted herein. On March 12, 2026, the
Compensation Committee took action to modify the terms of Ms. Sorhondo’s currently outstanding 2024-2026 long-term
incentive plan (LTIP) award such that Ms. Sorhondo will be eligible to receive a prorated payment in respect of the 2024-
2026 LTIP award to the extent that the Compensation Committee determines that the Company has achieved the relevant
performance goals for the performance period, with any prorated payment made to Ms. Sorhondo at the same time as the
Company makes payment to actively employed participants in the 2024-2026 LTIP. The Company also has agreed to provide
Ms. Sorhondo, at its expense for a period of 6 months from termination of employment, with executive outplacement
services, and at its expense for a period of 12 months from termination of employment, with financial planning services, and
continuation of a childcare discount benefit on the same terms as available to the Company’s eligible employees. All
separation benefits are conditioned upon Ms. Sorhondo’s compliance with the conditions of the Severance Policy, including
her delivery to the Company of a general release of claims in favor of the Company that then becomes effective and
irrevocable.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this Item 10 of Part III is incorporated by reference to the Proxy Statement under the
headings “Proposal No. 1: Election of Directors,” “Corporate Governance,” “Executive Officers,” “Delinquent Section 16(a)
Reports,” “Corporate Governance – Board Meetings, Attendance and Committees,” and “Audit Committee Report.”

Insider trading compliance policy

The Company has adopted an insider trading compliance policy governing the purchase, sale, and/or any other
disposition of its securities that applies to its directors, officers and employees, and other covered persons. The Company
believes its insider trading policy is reasonably designed to promote compliance with insider trading laws, rules and
regulations, and listing standards applicable to the Company. A copy of the insider trading compliance policy is filed as
Exhibit 19.1 to this Annual Report on Form 10-K.

Item 11. Executive Compensation

Information required by this Item 11 of Part III is incorporated by reference to the Proxy Statement under the
headings “Executive Compensation” (excluding the information under the subheading “Pay Versus Performance”),
“Corporate Governance – Compensation Committee Interlocks and Insider Participation,” and “Director Compensation.”

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information required by this Item 12 of Part III is incorporated by reference to the Proxy Statement under the
headings “Stock Ownership of Certain Beneficial Owners and Management.”

Item 13. Certain Relationships and Related Transactions, and Director Independence

Information required by this Item 13 of Part III is incorporated by reference to the Proxy Statement under the
headings “Certain Relationships and Related Party Transactions,” “Corporate Governance – Board Composition and Director
Independence.”

Item 14. Principal Accounting Fees and Services

Information required by this Item 14 of Part III is incorporated by reference to the Proxy Statement under the
headings “Principal Accountant Fees and Services” and “Policy on Audit Committee Pre-Approval of Audit and Permissible
Non-Audit Services of Independent Registered Public Accounting Firm.”
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(a) The following documents are filed as part of this Annual Report on Form 10-K:

1. Financial Statements

We have filed the financial statements and schedules of the registrant listed in the Index to Consolidated
Financial Statements contained in Part II, Item 8, "Financial Statements and Supplementary Data" of this
Annual Report on Form 10-K.

2. List of Financial Statement Schedules.

All schedules are omitted because the required information is either not present, not present in material
amounts or presented within the consolidated financial statements.

(b) The exhibits listed in the following “Exhibits Index” are filed or incorporated by reference as part of this Annual
Report.
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Exhibits Index
Exhibit
Number Description
3.1 Third Amended and Restated Certificate of Incorporation of KinderCare Learning Companies, Inc. (incorporated

by reference to Exhibit 3.1 to the Current Report on Form 8-K filed on October 15, 2024).
3.2 Amended and Restated Bylaws of KinderCare Learning Companies, Inc. (incorporated by reference to Exhibit 3.2

to the Current Report on Form 8-K filed on October 15, 2024).
4.1 Description of Capital Stock (incorporated by reference to Exhibit 4.1 to the Annual Report on Form 10-K for the

year ended December 28, 2024 filed on March 21, 2025).
10.1 Credit Agreement, dated as of June 12, 2023, by and among KinderCare Learning Companies Inc., KC Sub, LLC,

KUEHG Corp., the lenders party thereto and Barclays Bank PLC, as administrative agent and collateral agent
(incorporated by reference to Exhibit 10.1 to the Registration Statement on Form S-1 (File No. 333-281971) filed
on September 6, 2024).

10.2 Amendment No. 1 to Credit Agreement, dated as of March 26, 2024, by and among KinderCare Learning
Companies Inc., KC Sub, LLC, KUEHG Corp., the lenders party thereto and Barclays Bank PLC, as
administrative agent and collateral agent (incorporated by reference to Exhibit 10.2 to the Registration Statement
on Form S-1 (File No. 333-281971) filed on September 6, 2024).

10.3 Amendment No. 2 to Credit Agreement, dated as of April 24, 2024, by and among KinderCare Learning
Companies Inc., KC Sub, LLC, KUEHG Corp., the lenders party thereto and Barclays Bank PLC, as
administrative agent and collateral agent (incorporated by reference to Exhibit 10.3 to the Registration Statement
on Form S-1 (File No. 333-281971) filed on September 6, 2024).

10.4 Facilities Agreement, dated as of February 1, 2024, by and among KUEHG Corp. and CLIF 2023-1 LLC
(incorporated by reference to Exhibit 10.4 to the Registration Statement on Form S-1 (File No. 333-281971) filed
on September 6, 2024).

10.5# Offer Letter dated December 2, 2025 by and between KinderCare Learning Companies, Inc. and John T. (“Tom”)
Wyatt (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed on December 3, 2025).

10.6# Promotion Letter, dated as of November 5, 2025, by and between KinderCare Learning Companies, Inc. and
Lindsay Sorhondo (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed on
November 10, 2025).

10.7# KinderCare Learning Companies, Inc. Change in Control Severance Plan (incorporated by reference to Exhibit
10.10 to the Registration Statement on Form S-1 (File No. 333-281971) filed on September 6, 2024).

10.8# KinderCare Learning Companies, Inc. Amended and Restated 2022 Incentive Award Plan (previously filed as
Exhibit 4.4 to the Registration Statement on Form S-8 (File No. 333-282557) filed on October 9, 2024 and
incorporated herein by reference).

10.9# KinderCare Learning Companies, Inc. 2024 Employee Stock Purchase Plan (incorporated by reference to Exhibit
4.5 to the Registration Statement on Form S-8 (File No. 333-282557) filed on October 9, 2024).

10.10# Form of Option Agreement under the KinderCare Learning Companies, Inc. Amended and Restated 2022
Incentive Award Plan (incorporated by reference to Exhibit 10.14 to the Registration Statement on Form S-1 (File
No. 333-281971) filed on September 6, 2024).

10.11# Form of Restricted Stock Unit Agreement under the KinderCare Learning Companies, Inc. Amended and Restated
2022 Incentive Award Plan (incorporated by reference to Exhibit 10.15 to the Registration Statement on Form S-1
(File No. 333-281971) filed on September 6, 2024).

10.12 Form of Indemnification Agreement (incorporated by reference to Exhibit 10.16 to the Registration Statement on
Form S-1 (File No. 333-281971) filed on September 6, 2024).

10.13# KinderCare Learning Companies, Inc. Policy for Providing Severance Payments to Executives (incorporated by
reference to Exhibit 10.18 to the Registration Statement on Form S-1 (File No. 333-281971) filed on September 6,
2024).
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10.14 Master Lease Agreement between KCP RE LLC, as Landlord, and Knowledge Universe Education LLC, as
Tenant, dated as of August 1, 2015, as amended on November 13, 2015, April 4, 2018, June 11, 2020, and June 3,
2022 (incorporated by reference to Exhibit 10.25 to the Registration Statement on Form S-1 (File No. 333-281971)
filed on September 6, 2024).

10.15 Registration Rights Agreement, dated as of October 8, 2024, by and among the Company and each of the other
persons from time to time party thereto (incorporated by reference to Exhibit 10.1 to the Current Report on Form
8-K filed on October 15, 2024).

10.16 Stockholders Agreement, dated as of October 8, 2024, by and among the Company, Partners Group Client Access
13 L.P. Inc., Partners Group Client Access 13A L.P. Inc., Partners Group Barrier Reef L.P., Partners Group
Hercules, L.P. Inc., Partners Group Hearst Opportunities Fund L.P., Partners Group Daintree Co-Invest, L.P.,
Partners Group Access 768 L.P., Partners Group Direct Investments 2012 (EUR), L.P. Inc. and each of the other
stockholders party thereto (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K filed on
October 15, 2024).

10.17 Amendment No. 3 to Credit Agreement, dated as of October 10, 2024, by and among KUEHG Corp., KinderCare
Learning Companies, Inc., KC Sub, LLC, Barclays Bank PLC, as administrative agent and as collateral agent, and
the Lenders party thereto (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed on
October 15, 2024).

10.18 Refinancing Amendment No. 4 to Credit Agreement, dated as of October 30, 2024 by and among KUEHG Corp.,
KinderCare Learning Companies, Inc., KC Sub, LLC, Barclays Bank PLC, as administrative agent and as
collateral agent, and the Lenders party thereto (incorporated by reference to Exhibit 10.6 to the Quarterly Report
on Form 10-Q for the quarter ended September 28, 2024 filed on November 21, 2024).

10.19 Amendment No. 5 to the Credit Agreement, dated February 11, 2025, by and among KUEHG Corp., KinderCare
Learning Companies, Inc., KC Sub, LLC, Barclays Bank PLC, as administrative agent and as collateral agent, and
the Lenders party thereto (incorporated by reference to Exhibit 10.20 to the Annual Report on Form 10-K for the
year ended December 28, 2024 filed on March 21, 2025).

10.20 Refinancing Amendment No. 6 to the Credit Agreement, dated July 1, 2025, by and among the Company, KUEHG
Corp., and each of the other persons from time to thereto (incorporated by reference to Exhibit 10.1 to the Current
Report on Form 8-K filed on July 3, 2025).

19.1 KinderCare Learning Companies, Inc. Insider Trading Compliance Policy (incorporated by reference to Exhibit
19.1 to the Annual Report on Form 10-K for the year ended December 28, 2024 filed on March 21, 2025).

21.1* List of subsidiaries of KinderCare Learning Companies, Inc.
23.1* Consent of PricewaterhouseCoopers LLP
31.1** Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities

Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2** Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities

Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1** Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section

906 of the Sarbanes-Oxley Act of 2002.
32.2** Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section

906 of the Sarbanes-Oxley Act of 2002.
97.1 Policy for Recoupment of Incentive Compensation (incorporated by reference to Exhibit 97.1 of the Annual Report

on Form 10-K for the year ended December 28, 2024 filed on March 21, 2025)
101.INS Inline XBRL Instance Document - the instance document does not appear in the Interactive Data File because

XBRL tags are embedded within the Inline XBRL document.
101.SCH Inline XBRL Taxonomy Extension Schema With Embedded Linkbase Documents
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)
* Filed herewith.

** The certifications attached hereto are not considered “filed” for purposes of Section 18 of the Securities Exchange Act of
1934 or otherwise subject to the limitations of that section.

# Indicates management contract or compensatory plan.

Item 16. Form 10-K Summary

None.
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SIGNATURES

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

KinderCare Learning Companies, Inc.

Date: March 13, 2026 By: /s/ John T. Wyatt
Name: John T. Wyatt
Title: Chief Executive Officer

Date: March 13, 2026 By: /s/ Anthony Amandi
Name: Anthony Amandi
Title: Chief Financial Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints each of John T. Wyatt and Anthony Amandi, and each of them, as his or her true and lawful attorney-in-fact and
agent with full power of substitution and resubstitution, for such individual in any and all capacities, to sign any and all
amendments to this Annual Report on Form 10-K, and to file the same, with all exhibits thereto and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and
each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in
connection therewith, as fully for all intents and purposes as he or she might or could do in person, hereby ratifying and
confirming all that said attorneys-in-fact and agents, or any of them, or the individual’s substitute, may lawfully do or cause
to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Report has been signed
below by the following persons on behalf of the registrant in the capacities and on the dates indicated.

Signature Title Date

/s/ John T. Wyatt Chief Executive Officer (principal executive officer) March 13, 2026
John T. Wyatt and Director

/s/ Anthony Amandi Chief Financial Officer (principal financial and March 13, 2026
Anthony (“Tony”) Amandi accounting officer)

/s/ Jean Desravines Director March 13, 2026
Jean Desravines

/s/ Christine Deputy Director March 13, 2026
Christine Deputy

/s/ Michael Nuzzo Director March 13, 2026
Michael Nuzzo

/s/ Joel Schwartz Director March 13, 2026
Joel Schwartz

/s/ Alyssa Waxenberg Director March 13, 2026
Alyssa Waxenberg






