UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q

(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 27, 2025
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-42367

KinderCare Learning Companies, Inc.

(Exact Name of Registrant as Specified in its Charter)

Delaware 87-1653366
(State or other jurisdiction of (L.LR.S. Employer
incorporation or organization) Identification No.)
5005 Meadows Road
Lake Oswego, OR 97035
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (503) 872-1300

Securities registered pursuant to Section 12(b) of the Act:

Trading
Title of each class Symbol(s) Name of each exchange on which registered
Common stock, par value $0.01 per share KLC New York Stock Exchange

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T
(8§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer O Accelerated filer O
Non-accelerated filer Smaller reporting company O
Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised
financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No
As of November 10, 2025, the registrant had 118,318,554 shares of common stock, $0.01 par value per share, outstanding.




PART L.

Item 1.

Item 2.
Item 3.
Item 4.

PART II.

Item 1.
Item 1A.
Item 2.
Item 3.
Item 4.
Item 5.
Item 6.

Table of Contents

FINANCIAL INFORMATION

Financial Statements (Unaudited)
Condensed Consolidated Balance Sheets (Unaudited),

Condensed Consolidated Statements of Cash Flows (Unaudited)

Notes to Condensed Consolidated Financial Statements (Unaudited),
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk
Controls and Procedures

OTHER INFORMATION

Legal Proceedings

Risk Factors

Unregistered Sales of Equity Securities and Use of Proceeds
Defaults Upon Senior Securities

Mine Safety Disclosures

Other Information

Exhibits

Signatures

Page

N bR W

22
37
38

40

40
40
40
40
40
40
42
43




CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. 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. Important factors that could cause actual results and events to differ materially from those indicated in the forward-looking statements

include, among others, the following:

29
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. our ability to address changes in the demand for child care and workplace solutions;

. our ability to adjust to shifts in workforce demographics, economic conditions, office environments and unemployment rates, and our ability to
manage any adverse impact of a prolonged shutdown of the United States government on these factors;

. our ability to hire and retain qualified teachers, management, employees, and maintain strong employee engagement;

. the impact of public health crises on our business, financial condition and results of operations;

*  our ability to address adverse publicity;

. changes in federal child care and education spending policies, tax incentives and budget priorities;

. our ability to acquire additional capital;

. our ability to successfully identify acquisition targets, acquire businesses and integrate acquired operations into our business;

. our reliance on our subsidiaries;

. our ability to protect our intellectual property rights;

. our ability to protect our information technology and that of our third-party service providers;

. our ability to manage the costs and liabilities of collecting, using, storing, disclosing, transferring and processing personal information;
. our ability to manage payment-related risks;

. our expectations regarding the effects of existing and developing laws and regulations, litigation and regulatory proceedings;

. our ability to maintain adequate insurance coverage;

. the fluctuation in our stock price;

. the occurrence of natural disasters, environmental contamination or other highly disruptive events;

. our ability to maintain adequate insurance coverage; and

. the other factors described in the section titled “Risk Factors” in Part I Item 1A. in our Annual Report on Form 10-K for the fiscal year ended

December 28, 2024 and elsewhere in this Quarterly Report on Form 10-Q.

Any forward-looking statement that we make in this Quarterly Report on Form 10-Q 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 Quarterly Report on Form 10-Q.
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited).

KinderCare Learning Companies, Inc.

Condensed Consolidated Balance Sheets (Unaudited)

(In thousands, except share data)

Assets
Current assets:

Cash and cash equivalents

Accounts receivable, net

Prepaid expenses and other current assets

Total current assets

Property and equipment, net of accumulated depreciation of 575,498 and 522,650
Goodwill
Intangible assets, net of accumulated amortization of 155,363 and 148,593
Operating lease right-of-use assets
Other assets

Total assets
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities
Related party payables
Current portion of long-term debt
Operating lease liabilities—current
Deferred revenue
Other current liabilities
Total current liabilities
Long-term debt, net
Operating lease liabilities—long-term
Deferred income taxes, net
Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 15)
Shareholders' equity:

Preferred stock, par value $0.01; 25,000,000 shares authorized;
no shares issued and outstanding as of September 27, 2025 and
December 28, 2024

Common stock, par value $0.01; 750,000,000 shares authorized;
118,141,158 shares issued and outstanding as of September 27, 2025
and 117,984,749 shares issued and outstanding as of December 28, 2024

Additional paid-in capital

Retained earnings

Accumulated other comprehensive (loss) income
Total shareholders' equity

Total liabilities and shareholders' equity

September 27, 2025

December 28, 2024

174,733 62,336
103,298 104,333
56,034 48,104
334,065 214,773
430,736 418,524
1,137,181 1,119,714
422,996 429,766
1,474,746 1,373,064
83,769 89,626
3,883,493 3,645,467
198,189 152,660
— 119

9,620 7,251
164,843 144,919
29,513 26,376
67,346 81,433
469,511 412,758
921,268 918,719
1,421,150 1,315,587
34,411 30,907
105,944 102,987
2,952,284 2,780,958
1,181 1,180
839,652 830,369
94,556 30,261
(4,180) 2,699
931,209 864,509
3,883,493 3,645,467

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited)
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KinderCare Learning Companies, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss) (Unaudited)

(In thousands, except per share data)

Three Months Ended Nine Months Ended
SeEtember 27i 2025 SeEtember 28i 2024 September 27, 2025 September 28, 2024
Revenue $ 676,830 $ 671,476  $ 2,045,184  § 2,016,079
Costs and expenses:
Cost of services (excluding depreciation and impairment) 543,139 521,093 1,578,804 1,518,818
Depreciation and amortization 31,019 29,641 92,070 87,393
Selling, general, and administrative expenses 73,043 65,110 223,418 234,148
Impairment losses 3,309 1,257 7,054 7,140
Total costs and expenses 650,510 617,101 1,901,346 1,847,499
Income from operations 26,320 54,375 143,838 168,580
Interest expense 24,095 39,459 64,276 119,806
Interest income (1,731) (1,260) (3,814) (5,120)
Other income, net (2,249) (1,937) (4,900) (5,721)
Income before income taxes 6,205 18,113 88,276 59,615
Income tax expense 1,655 4,154 23,981 18,872
Net income $ 4,550 $ 13,959 § 64,295 $ 40,743
Other comprehensive loss, net of tax:
Change in net losses on cash flow hedges (381) (14,406) (6,879) (6,285)
Total comprehensive income (loss) $ 4,169 $ 447) $ 57416 §$ 34,458
Net income per common share:
Basic $ 004 3 015 3 054 % 0.45
Diluted $ 004 S 0.15 $ 054 $ 0.45
Weighted average number of common shares outstanding:
Basic 118,353 90,366 118,300 90,366
Diluted 118,413 90,366 118,368 90,366

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited)
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Balance as of June 29, 2024
Stock-based compensation
Other comprehensive loss, net of tax
Net income

Balance as of September 28, 2024

Balance as of June 28, 2025
Issuance of common stock upon
settlement of restricted stock units
Common stock withheld for taxes in net
settlement of restricted stock units
Stock-based compensation
Other comprehensive loss, net of tax
Net income
Balance as of September 27, 2025

Balance as of December 30, 2023
Distribution to parent
Stock-based compensation
Other comprehensive loss, net of tax
Net income

Balance as of September 28, 2024

Balance as of December 28, 2024
Issuance of common stock upon
settlement of restricted stock units
Common stock withheld for taxes in net
settlement of restricted stock units
Stock-based compensation
Other comprehensive loss, net of tax
Net income
Balance as of September 27, 2025

KinderCare Learning Companies, Inc.
Condensed Consolidated Statements of Shareholders' Equity (Unaudited)
(In thousands)

Three Months Ended September 28, 2024

Accumulated
Additional Other Total
Common Stock Paid-in Retained Comprehensive Shareholders'
Shares Amount Capital Earnings (Loss) Income Equity
90,366 $ 904 $ 78,756  $ 149,885 §$ 7,808 237,353
(1,331) (1,331)
(14,406) (14,406)
13,959 13,959
90,366 $ 904 $ 77,425 § 163,844 $ (6,598) 235,575
Three Months Ended September 27, 2025
Accumulated
Additional Other Total
Common Stock Paid-in Retained Comprehensive Shareholders'
Shares Amount Capital Earnings (Loss) Income Equity
118,123 § 1,181 $ 836,891 § 90,006 $ (3,799) 924,279
27 — — —
©) — (65) (65)
2,826 2,826
(381) (381)
4,550 4,550
118,141 $ 1,181 §$ 839,652 $ 94,556 $ (4,180) 931,209
Nine Months Ended September 28, 2024
Accumulated
Additional Other Total
Common Stock Paid-in Retained Comprehensive Shareholders'
Shares Amount Capital Earnings (Loss) Income Equity
90,366 $ 904 $ 383,188 $ 123,101 § (313) 506,880
(320,000) (320,000)
14,237 14,237
(6,285) (6,285)
40,743 40,743
90,366 $ 904 $ 77,425 $ 163,844 $ (6,598) 235,575
Nine Months Ended September 27, 2025
Accumulated
Additional Other Total
Common Stock Paid-in Retained Comprehensive Shareholders'
Shares Amount Capital Earnings (Loss) Income Equity
117,985 § 1,180 $ 830,369 $ 30,261 $ 2,699 864,509
222 2 2) —
(66) 1) (850) (851)
10,135 10,135
(6,879) (6,879)
64,295 64,295
118,141 § 1,181 $ 839652 § 94,556 $ (4,180) 931,209

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited)
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KinderCare Learning Companies, Inc.

Condensed Consolidated Statements of Cash Flows (Unaudited)

Operating activities:

Net income

Adjustments to reconcile net income to cash provided by
Depreciation and amortization
Impairment losses
Change in deferred taxes
Loss on extinguishment of long-term debt, net
Amortization of debt issuance costs
Stock-based compensation

(In thousands)

operating activities:

Realized and unrealized gains from investments held in deferred

compensation asset trusts
Gain on disposal of property and equipment

Changes in assets and liabilities, net of effects of acquisitions:

Accounts receivable

Prepaid expenses and other current assets

Other assets

Accounts payable and accrued liabilities

Leases

Deferred revenue

Other current liabilities

Other long-term liabilities

Related party payables

Cash provided by operating activities
Investing activities:

Purchases of property and equipment
Payments for acquisitions, net of cash acquired
Proceeds from the disposal of property and equipment
Investments in deferred compensation asset trusts

Proceeds from deferred compensation asset trust redemptions

Cash used in investing activities
Financing activities:

Payments of deferred offering costs
Distribution to parent
Proceeds from issuance of long-term debt
Principal payments of long-term debt
Payments of debt issuance costs
Repayments of promissory notes
Payments of financing lease obligations

Tax payments related to net settlement of restricted stock units

Cash used in financing activities

Net change in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of period

Cash, cash equivalents, and restricted cash at end of period

Nine Months Ended

September 27, 2025

September 28, 2024

64,295 $ 40,743
92,070 87,393
7,054 7,140
5,898 (761)
5,434 895
4,635 4,956
10,135 22,316
(3,850) (3,285)
(82) (1,505)
1,035 (12,936)
(9,888) (15,809)
7,381 (2,898)
40,314 60,100
22,729 2,321
2,938 2,374
(14,456) (19,549)
(1,241) (14,759)
(119) —
234,282 156,736
(95,925) (94,614)
(17,544) (10,497)
169 1,537
(4,885) (6,767)
3,762 1,639
(114,423) (108,702)
275) (1,725)
— (320,000)
— 264,338
(4,834) (7,933)
(317) (230)
(250) (339)
(934) (1,223)
(851) —
(7,461) (67,112)
112,398 (19,078)
62,430 156,412
174,828  $ 137,334

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited)
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KinderCare Learning Companies, Inc.
Condensed Consolidated Statements of Cash Flows (Unaudited) (continued)
(In thousands)

Reconciliation of cash, cash equivalents, and restricted cash to the
unaudited condensed consolidated balance sheets:
Cash and cash equivalents
Restricted cash included within other assets
Total cash, cash equivalents, and restricted cash at end of period
Supplemental cash flow information:
Cash paid for interest
Cash paid for income taxes, net of refunds
Cash paid for amounts included in the measurement of operating lease liabilities
Non-cash operating activities:
Operating lease right-of-use assets obtained in exchange for operating
lease liabilities
Deferred cloud computing implementation costs included in accounts payable
Non-cash investing and financing activities:
Property and equipment additions included in accounts payable and
accrued liabilities
Finance lease right-of-use assets obtained in exchange for finance
lease liabilities
Reductions to finance lease right-of-use assets resulting from reductions to
finance lease liabilities
Deferred offering costs included in accounts payable and accrued liabilities
Contingent consideration and holdbacks payable for acquisitions

Nine Months Ended

September 27, 2025

September 28, 2024

174,733 137,240
95 94
174,828 137,334
49,833 75,750
15,008 37,079
208,899 217,564
230,610 143,824
25 —
11,083 8,537
115 110
1,261 —
— 6,997
1,300 —

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited)
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KinderCare Learning Companies, Inc.
Notes to Condensed Consolidated Financial Statements (Unaudited)

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 Créme School. Additionally, the Company
partners with employer sponsors under a variety of arrangements 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 September 27, 2025, the Company provided community-based and employer-
sponsored early childhood education and care services through 1,595 centers with a licensed capacity of 213,709 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 September 27, 2025, Champions offered educational services through 1,138 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 shares outstanding, per share amounts, and stock-based
compensation awards disclosures, as applicable, for the three and nine months ended September 28, 2024 have been adjusted to retrospectively reflect
the Common Stock Conversion in the unaudited condensed consolidated interim financial statements and notes thereto.

Refer to Note 17, Shareholders' Equity, Member's Equity, and Equity-based Compensation, within the audited consolidated financial statements for the
fiscal year ended December 28, 2024 included in the Company's Annual Report on Form 10-K for further information on events and transactions that
occurred in connection with the TPO.

Basis of Presentation—The unaudited condensed consolidated interim financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (“GAAP”) for interim financial information and with the instructions to Form 10-Q and
Article 10 of Regulation S-X of the SEC. Accordingly, they do not include all of the information and footnotes required by GAAP for complete annual
financial statements. Certain information and footnote disclosures, normally included in annual financial statements prepared in accordance with GAAP,
have been condensed or omitted pursuant to those rules and regulations.

The unaudited condensed consolidated interim financial statements reflect all normal and recurring adjustments that are, in the opinion of management,
necessary to fairly state the Company’s financial position, results of operations, and cash flows for the periods presented. All intercompany balances and
transactions have been eliminated in consolidation. The results of operations for the three and nine months ended September 27, 2025 are not necessarily
indicative of the results to be expected for the fiscal year ending January 3, 2026 or for any other future annual or interim period.

These unaudited condensed consolidated interim financial statements should be read in conjunction with the audited consolidated financial statements
and notes thereto for the fiscal year ended December 28, 2024 included in the Company's Annual Report on Form 10-K filed with the SEC on March 21,

2025. Capitalized terms not defined herein shall have the meaning set forth in the audited consolidated financial statements and notes thereto.

There have been no changes to the significant accounting policies described in the Company’s audited consolidated financial statements and notes
thereto for the fiscal year ended December 28, 2024 included in the Company's Annual Report on Form 10-K.
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Recently Issued Accounting Pronouncements—In September 2025, the Financial Accounting Standards Board (“FASB”), issued Accounting
Standards Update (“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 Accounting Standards Codification (“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.

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 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.

In December 2023, the FASB issued 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 guidance is effective for annual periods beginning after December 15, 2024 and may be applied prospectively or retrospectively.
The adoption of ASU 2023-09 will result in modifications to the Company’s income tax disclosures beginning with the fiscal year ending January 3,
2026, however, the Company does not expect a material impact to the consolidated financial statements.

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 assistance relating to income (“Income Grants”) and capital projects. Income
Grants consist primarily of funds received for reimbursement of food costs, teacher compensation, and classroom supplies, and in certain cases, as
incremental revenue. Refer to Note 1, Organization and Summary of Significant Accounting Policies, and Note 2, Government Assistance, within the
audited consolidated financial statements for the fiscal year ended December 28, 2024 included in the Company's Annual Report on Form 10-K for
further information regarding the Company's government assistance policy and disclosures related to all forms of government assistance received.

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 $13.8 million and $13.2
million during the three months ended September 27, 2025 and September 28, 2024, and food subsidies of $40.4 million and $38.6 million during the
nine months ended September 27, 2025 and September 28, 2024, respectively, offsetting cost of services (excluding depreciation and impairment) in the
unaudited condensed consolidated statements of operations and comprehensive income (loss).

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 $12.0 million and $4.8 million during the three months ended September 27, 2025 and September 28, 2024, and grants of $36.8 million and
$11.9 million during the nine months ended September 27, 2025 and September 28, 2024, respectively, were recognized as reimbursements offsetting
cost of services (excluding depreciation and impairment) in the unaudited condensed consolidated statements of operations and comprehensive income
(loss).



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 September 27, 2025 and
December 28, 2024, the Company recorded $1.6 million and $1.8 million in grants receivable, respectively, within prepaid expenses and other current
assets on the unaudited condensed consolidated balance sheets. As of September 27, 2025 and December 28, 2024, the Company recorded $7.3 million
and $7.4 million in deferred grants, respectively, within other current liabilities on the unaudited condensed consolidated balance sheets.

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. The Company
recognized $0.7 million during the nine months ended September 27, 2025 and $16.9 million and $55.9 million during the three and nine months ended
September 28, 2024, respectively, in funding for reimbursement of center operating expenses, offsetting cost of services (excluding depreciation and
impairment) in the unaudited condensed consolidated statements of operations and comprehensive income (loss). There were no amounts recognized
during the three months ended September 27, 2025.

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 applied 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 nine months ended September 27, 2025 and September 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 unaudited condensed
consolidated statements of operations and comprehensive income (loss). No ERC was recognized during the three months ended September 27, 2025
and September 28, 2024. As of September 27, 2025 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 September 27, 2025, 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 unaudited condensed consolidated balance sheets.
Additionally, as of September 27, 2025 and December 28, 2024, the Company has $3.4 million in ERC receivables recorded in other assets and prepaid
expenses and other current assets, respectively, on the unaudited condensed consolidated balance sheets as there is reasonable assurance these
reimbursements will be received. The Company reclassified the ERC receivables from current to long-term as of September 27, 2025 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 20, Income
Taxes, within the audited consolidated financial statements for the fiscal year ended December 28, 2024 included in the Company's Annual Report on
Form 10-K for further information regarding uncertain tax positions for ERC not yet recognized.

ACQUISITIONS

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

2025 Acquisitions—During the nine months ended September 27, 2025, the Company acquired 20 early childhood education centers in 18 separate
business acquisitions which all were accounted for as business combinations. The centers were acquired for total consideration of $18.8 million, which
included cash consideration of $17.5 million, contingent consideration of $1.2 million, and holdbacks of $0.1 million. Holdbacks are generally expected
to be paid within one year of the acquisition closing date. The Company recorded goodwill of $17.5 million, which is deductible for tax purposes, and
fixed assets of $1.6 million. The allocation of purchase price consideration is subject to further refinement as management's assessment of the valuation
of property and equipment and deferred taxes is not yet complete. 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 unaudited condensed consolidated statements of operations and
comprehensive income (loss) from the dates of acquisition.



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 September 27, 2025, there were no changes in the recognized amounts or range of outcomes of the contingent
consideration from the acquisition. Refer to Note 8, Fair Value Measurements, for additional information related to the Company's contingent
consideration payable.

2024 Acquisitions—During the nine months ended September 28, 2024, the Company acquired 16 early childhood education centers in eight separate
business acquisitions which all were accounted for as business combinations. The centers were acquired for cash consideration of $10.5 million. The
Company recorded goodwill of $8.7 million, which is deductible for tax purposes, and fixed assets of $1.9 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 unaudited condensed
consolidated statements of operations and comprehensive income (loss) from the dates of acquisition.

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. The Company has the unconditional right
to consideration as it satisfies the performance obligations, therefore no contract assets are recognized. During the three and nine months ended
September 27, 2025, $0.1 million and $26.0 million, respectively, was recognized as revenue related to the deferred revenue balance recorded as of
December 28, 2024. During the three and nine months ended September 28, 2024, $0.1 million and $25.4 million, respectively, was recognized as
revenue related to the deferred revenue balance recorded as of December 30, 2023.

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 unaudited condensed consolidated statements of
operations and comprehensive income (loss).

Disaggregation of Revenue

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

Three Months Ended Nine Months Ended
September 27, 2025 September 28, 2024 September 27, 2025 September 28, 2024
Early childhood education centers $ 626,987 $ 626,439 $ 1,889,669 $ 1,872,894
Before- and after-school sites 49,843 45,037 155,515 143,185
Total revenue $ 676,830 $ 671,476 $ 2,045,184 $ 2,016,079

A portion of revenue is generated from families whose tuition is subsidized by amounts received from government agencies. Subsidy revenue was
$252.2 million and $242.6 million during the three months ended September 27, 2025 and September 28, 2024, and $751.2 million and $699.8 million
during the nine months ended September 27, 2025 and September 28, 2024, respectively, recognized within revenue in the unaudited condensed
consolidated statements of operations and comprehensive income (loss).

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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GOODWILL

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

Balance as of December 28, 2024 $ 1,119,714
Additions from acquisitions 17,467
Balance as of September 27, 2025 $ 1,137,181

The Company tests goodwill for impairment on an annual basis in the fourth quarter, or more frequently if impairment indicators exist. During the three
months ended September 27, 2025, the Company’s publicly traded share price experienced continued decline resulting in a decrease in market
capitalization. Accordingly, management completed an interim goodwill impairment assessment and concluded that it was not more likely than not that
the fair values of its reporting units were less than the respective carrying amounts. There was no impairment of goodwill during both the three and nine
months ended September 27, 2025 and September 28, 2024. Adverse changes in key assumptions, including sustained share price declines, higher
discount rates, or weaker operating results, could reduce the excess of fair values over the carrying amounts and result in impairment in future periods.

LEASES

Right-of-use (“ROU”) assets and lease liabilities balances were as follows (in thousands):

September 27, 2025 December 28, 2024
Assets:
Operating lease right-of-use assets $ 1,474,746 $ 1,373,064
Finance lease right-of-use assets 2,741 4,547
Total lease right-of-use assets $ 1,477,487 $ 1,377,611
Liabilities—current:
Operating lease liabilities $ 164,843 $ 144,919
Finance lease liabilities 913 1,406
Total current lease liabilities 165,756 146,325
Liabilities—Ilong-term:
Operating lease liabilities 1,421,150 1,315,587
Finance lease liabilities 2,206 3,793
Total long-term lease liabilities 1,423,356 1,319,380
Total lease liabilities $ 1,589,112  $ 1,465,705

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 unaudited condensed consolidated balance sheets. Refer to Note 8, Fair Value Measurements, for information regarding impairment of ROU
assets.

Lease Expense

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

Three Months Ended Nine Months Ended
September 27, 2025 September 28, 2024 September 27, 2025 September 28, 2024

Lease expense:

Operating lease expense $ 75912 $ 73212 $ 223,494 $ 216,145
Finance lease expense:
Amortization of right-of-use assets 259 392 940 1,167
Interest on lease liabilities 74 124 249 391
Short-term lease expense 2,620 2,256 8,618 5,702
Variable lease expense 19,594 17,702 56,465 51,913

Total lease expense $ 98,459 § 93,686 § 289,766  $ 275,318
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Other Information

The weighted average remaining lease term and the weighted average discount rate were as follows:

September 27, 2025 December 28, 2024
Weighted average remaining lease term (in years) (Operating) 9 8
Weighted average remaining lease term (in years) (Finance) 4 4
Weighted average discount rate (Operating) 9.2% 9.4%
Weighted average discount rate (Finance) 9.1% 8.5%

Maturity of Lease Liabilities

The following table summarizes the maturity of lease liabilities as of September 27, 2025 (in thousands):

Finance Leases Operating Leases Total Leases
Remainder of 2025 $ 280 §$ 73,625 $ 73,914
2026 1,152 302,536 303,688
2027 1,057 287,600 288,657
2028 531 268,330 268,861
2029 255 248,665 248,920
Thereafter 349 1,158,048 1,158,397
Total lease payments 3,633 2,338,804 2,342,437
Less imputed interest 514 752,811 753,325
Present value of lease liabilities 3,119 1,585,993 1,589,112
Less current portion of lease liabilities 913 164,843 165,756
Long-term lease liabilities $ 2,206 $ 1,421,150  $ 1,423,356

As of September 27, 2025, the Company had entered into additional operating leases that have not yet commenced with total fixed payment obligations
of $215.4 million. The leases are expected to commence between 2025 and 2026 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.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

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

September 27, 2025 December 28, 2024
Accounts payable $ 58,464 § 45,293
Accrued compensation and related expenses 94,006 69,551
Accrued property and other taxes 26,238 22,209
Accrued interest 16,209 11,691
Other 3,272 3,916
Total accounts payable and accrued liabilities $ 198,189 § 152,660

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 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.
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. 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.

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 unaudited condensed 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 September 27, 2025 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
Quoted Price

in Active Significant
Balance as of Markets for Other Significant
September 27, Identical Assets Observable Unobservable
2025 (Level 1) Inputs (Level 2) Inputs (Level 3)
Assets:
Money Market Funds $ 6,543 $ 6,543 $ — 3 —
Mutual Funds 36,148 36,148 — —
$ 42,691 $ 42,691 $ —  $ —
Fair Value Measurements Using
Quoted Price
in Active Significant
Balance as of Markets for Other Significant
December 28, Identical Assets Observable Unobservable
2024 (Level 1) Inputs (Level 2) Inputs (Level 3)
Assets:
Money Market Funds $ 6,499 $ 6,499 $ — —
Mutual Funds 31,432 31,432 — —
$ 37,931 $ 37,931 $ — S —

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.

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 September 27, 2025 $ 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
unaudited condensed consolidated balance sheets. As of September 27, 2025, interest rate derivatives of $0.8 million were recorded in other current
liabilities and $4.8 million were recorded in other long-term liabilities on the unaudited condensed
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consolidated balance sheets. As of December 28, 2024, interest rate derivatives of $2.0 million were recorded in prepaid expenses and other current
assets and $1.7 million were recorded in other assets on the unaudited condensed consolidated balance sheets. Refer to Note 10, 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 unaudited condensed consolidated balance sheets net of unamortized issuance costs.
The estimated fair value of first lien term loans was $961.4 million as of September 27, 2025 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. Judgment is required to develop these estimates,
and as such, the first lien term loan and the first lien revolving credit facility are classified as Level 2. Refer to Note 9, 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.

Nonrecurring Fair Value Estimates—The estimated fair value of the Company's long-lived assets are calculated using the discounted cash flow
(“DCF”) method of the income approach to fair value. The DCF method for property and equipment incorporates unobservable inputs (Level 3) which
include future cash flow projections and discount rate assumptions. For ROU assets, the DCF method incorporates market-based inputs (Level 3) which
include the as-is market rents and discount rates.

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

Three Months Ended Nine Months Ended
September 27, 2025 September 28, 2024 September 27, 2025 September 28, 2024
Impairment of property and equipment $ 2,799 % 1,152 $ 6,258 $ 4,892
Impairment of lease right-of-use assets 510 105 796 2,248
Total impairment losses $ 3,309 $ 1,257 $ 7,054 $ 7,140

Refer to Note 6, Leases, for additional information regarding the Company's ROU assets.

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

LONG-TERM DEBT

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

September 27, 2025 December 28, 2024
First lien term loans $ 961,963 $ 966,797
Debt issuance costs, net (31,075) (40,827)
Total debt 930,888 925,970
Current portion of long-term debt (9,620) (7,251)
Long-term debt, net $ 921,268 $ 918,719

Senior Secured Credit Facilities—The Company's credit agreement, dated as of June 12, 2023 (as subsequently amended and restated) (the “Credit
Agreement”) includes $1,224.5 million senior secured credit facilities which consist 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™).

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.
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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, increasing
the total borrowing capacity of the First Lien Revolving Credit Facility to $262.5 million. All other terms under the Credit Agreement remain unchanged
as a result of the amendment.

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 September 27, 2025, 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.

As of September 27, 2025, the Company had no outstanding borrowings on the First Lien Revolving Credit Facility and had an available borrowing
capacity of $194.4 million after giving effect to the outstanding letters of credit under the Credit Agreement of $68.1 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 less than $0.1 million and $0.3 million during the three and nine months
ended September 27, 2025, respectively, related to the February 2025 and July 2025 amendments to the Credit Agreement. The Company capitalized
original issue discount and debt issuance costs of $0.9 million during the nine months ended September 28, 2024, related to the March 2024 and April
2024 amendments to the Credit Agreement. These costs are being amortized over the terms of the related debt instruments and amortization expense is
included within interest expense in the unaudited condensed consolidated statements of operations and comprehensive income (loss). No debt issuance
costs were incurred during the three months ended September 28, 2024.

The Company recognized a $5.4 million loss on extinguishment of debt during the three and nine months ended September 27, 2025, 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 July 2025 amendment to the Credit Agreement. The Company recognized a $0.9
million loss on extinguishment of debt during the nine months ended September 28, 2024, 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 April 2024 amendment to the Credit Agreement. Losses from extinguishment of debt are recognized in interest expense in
the unaudited condensed consolidated statements of operations and comprehensive income (loss). The Company did not incur any gain or loss on
extinguishment of debt during the three months ended September 28, 2024.

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 $252.5 million of extended commitments under the
First Lien Revolving Credit Facility mature in October 2029, while the $10.0 million of non-extended commitments have a maturity date of June 2028.
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10.

Future principal payments on long-term debt for the remaining fiscal year ending January 3, 2026 and for the fiscal years thereafter are as follows (in
thousands):

Remainder of 2025 $ 4,810
2026 9,620
2027 9,620
2028 9,620
2029 7,215
Thereafter 921,078

$ 961,963

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 September 27,
2025 and December 28, 2024.

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 of operation and comprehensive income (loss). 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 unaudited condensed 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 an initial
premium 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 unaudited condensed consolidated statements of operations and comprehensive income (loss). 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. The Company receives
variable amounts of interest from a counterparty at 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
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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. The Company will receive variable amounts of interest from a counterparty at the greater of
three-month SOFR or 0.50% per annum.

As of September 27, 2025, the Company's derivatives are considered highly effective. The Company estimates that $0.8 million, before income taxes, of
deferred losses recognized within accumulated other comprehensive (loss) income as of September 27, 2025 will be reclassified as an increase in interest
expense within the next 12 months. Actual amounts reclassified into net income during the next 12 months are dependent on changes in the three-month

SOFR.

The following tables present the amounts affecting the unaudited condensed consolidated statements of operations and comprehensive income (loss) (in
thousands):

Derivatives Designated as Cash Flow Hedging Instruments
Gain Reclassified

Reco(;ﬁ::egiLiOnS %ther from Aéiﬂgulated Tom:)?lfger“ o
Comprehensive Comprehensive (Loss) Comprehensive
Loss Income into Income Loss
Three Months Ended September 27, 2025
Interest rate derivative contracts $ 337 S (851) $ (514)
Income tax effect (87) 220 133
Net of income taxes $ 250 3 (631) $ (381)
Three Months Ended September 28, 2024
Interest rate derivative contracts "’ $ (17,564) $ (1,857) $ (19,421)
Income tax effect 4,535 480 5,015
Net of income taxes $ (13,029) $ (1,377)  $ (14,406)

Derivatives Designated as Cash Flow Hedging Instruments

Gain Reclassified Total Effect on
from Accumulated Other
Other
Comprehensive (Loss)

Loss
Recognized in Other

Comprehensive Comprehensive

Loss Income into Income Loss
Nine Months Ended September 27, 2025
Interest rate derivative contracts $ (6,604) $ (2,669) $ (9,273)
Income tax effect 1,705 689 2,394
Net of income taxes $ (4,899) § (1,980) § (6,879)
Nine Months Ended September 28, 2024
Interest rate derivative contracts () $ (6,681) $ (1,792) $ (8,473)
Income tax effect 1,725 463 2,188
Net of income taxes $ (4,956) $ (1,329) § (6,285)

(1)  The amount excluded from the assessment of hedge effectiveness reclassified into interest expense, which related to amortization of the interest
rate cap premium, was $1.7 million during the nine months ended September 28, 2024. No amount was excluded from the assessment of hedge
effectiveness during the three months ended September 28, 2024.

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.
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11.

12.

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 30, 2023 $ (313)
Other comprehensive losses before reclassifications (4,956)
Reclassifications to net income of previously deferred gains (1,329)

Balance as of September 28, 2024 $ (6,598)

Balance as of December 28, 2024 $ 2,699
Other comprehensive losses before reclassifications (4,899)
Reclassifications to net income of previously deferred gains (1,980)

Balance as of September 27, 2025 $ (4,180)

STOCK-BASED COMPENSATION

2022 Incentive Award Plan—The 2022 Incentive Award Plan (“2022 Plan”), as amended, provides for the issuance of 15.7 million previously unissued
shares of common stock in connection with nonqualified stock options and restricted stock units (“RSUs”) granted under the 2022 Plan. Refer to Note
17, Shareholders' Equity, Member's Equity, and Equity-based Compensation, within the audited consolidated financial statements for the fiscal year
ended December 28, 2024 included in the Company's Annual Report on Form 10-K for additional detail on the terms of the 2022 Plan.

There were no stock options or RSUs granted during the three months ended September 27, 2025. The Company granted 0.7 million stock options with
an exercise price of $16.37 at a grant date fair value of $7.47 per stock option as well as 0.7 million RSUs at a weighted average grant date fair value of
$15.74 per RSU during the nine months ended September 27, 2025. Awards granted to employees during the nine months ended September 27, 2025
have a service-based vesting condition for which the awards vest 25% upon the first anniversary of the grant date and the remaining in equal quarterly
installments over the following three years, subject to the retirement eligibility of individual holders, and stock options have fixed 10-year terms for
exercise. RSUs granted to the Company's board of directors during the nine months ended September 27, 2025 have a service-based vesting condition
for which the awards vest over the remaining term of service for the board member, or generally one year.

Stock-based Compensation Expense—Total stock-based compensation expense for all stock-based compensation awards was $2.8 million and $3.2
million during the three months ended September 27, 2025 and September 28, 2024, and $10.4 million and $22.3 million during the nine months ended
September 27, 2025 and September 28, 2024, respectively, and was recognized in selling, general, and administrative expense in the unaudited
condensed consolidated statements of operations and comprehensive income (loss). Stock-based compensation expense recognized during the nine
months ended September 28, 2024 includes $14.3 million in expense from the March 2024 distribution to profit interest unitholders and related
modification to the 2015 Equity Incentive Plan, which was terminated in connection with the Company’s IPO in October 2024. As of September 27,
2025, the total unrecognized stock-based compensation expense for stock options and RSUs, net of estimated forfeitures, was $14.8 million, which will
be recognized over the remaining weighted average period of 2.5 years.
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13.

14.

NET INCOME PER COMMON SHARE

The reconciliations of basic and diluted net income per common share for the three and nine months ended September 27, 2025 and September 28, 2024
are set forth in the table below (in thousands, except per share data):

Three Months Ended Nine Months Ended
September 27, September 28, September 27, September 28,
2025 2024 2025 2024

Net income available to common shareholders,

basic and diluted $ 4,550 $ 13,959 $ 64,295 $ 40,743
Weighted average number of common shares

outstanding, basic o 118,353 90,366 118,300 90,366

Effect of dilutive securities 60 — 68 —

Weighted average number of common shares

outstanding, diluted " 118,413 90,366 118,368 90,366

Net income per common share:

Basic ") $ 004 8 015 $ 054 § 0.45

Diluted " $ 0.04 $ 015 § 054 $ 0.45

(1)  The outstanding shares and per share amounts have been retrospectively adjusted to reflect the Common Stock Conversion for the three and nine
months ended September 28, 2024. Refer to Note 1, Organization and Summary of Significant Accounting Policies, 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 during the three and nine months
ended September 28, 2024, and therefore, the stock options were not considered as participating in undistributed earnings in the computation of basic
and diluted net income per common share for the period. As a result of the amended certificate of incorporation in connection with the IPO, vested stock
options are no longer contractually participating securities.

During the three and nine months ended September 27, 2025, 2.5 million shares of common stock from stock options for both periods and 0.8 million
and 0.6 million from RSUs, respectively, were excluded from the calculation of diluted net income per common share as their effect was antidilutive.
During the three and nine months ended September 28, 2024, 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 income per common share. Refer to Note 17, Shareholders' Equity, Member's Equity,
and Equity-based Compensation, within the audited consolidated financial statements for the fiscal year ended December 28, 2024 included in the
Company's Annual Report on Form 10-K for further information on the modifications to the 2022 Plan.

INCOME TAXES

The Company’s effective tax rates were 26.7% and 22.9% for the three months ended September 27, 2025 and September 28, 2024, and 27.2% and
31.7% for the nine months ended September 27, 2025 and September 28, 2024, respectively. Compared to the statutory rate, the differences in the
effective tax rates for both the three months ended September 27, 2025 and September 28, 2024 were primarily due to state income taxes. Additionally,
the effective tax rate for the three months ended September 28, 2024 was partially offset by the benefit of tax credits. Compared to the statutory rate, the
differences in the effective tax rates for both the nine months ended September 27, 2025 and September 28, 2024 were primarily due to the partial
release of the receivable related to uncertain tax positions as a result of the portion of ERC recognized during the respective nine month period and state
income taxes, partially offset by the impact of ERC recognized during the respective nine month period. Additionally, the effective tax rate for the nine
months ended September 28, 2024 was further impacted by tax expense related to nondeductible equity-based compensation.

Due to the unprecedented nature of ERC legislation and the changing administrative guidance, the Company recorded a receivable related to uncertain
tax positions in December 2022 when applying for the ERC. 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 September 27, 2025, the
Company's receivable was reduced to $3.1 million within other assets on the unaudited condensed consolidated balance sheets in connection with the
portion of ERC recognized during the nine months ended September 27, 2025.
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16.

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 three and nine months ended September 27, 2025.

The Company considers all available positive and negative evidence when assessing the carrying amount of its deferred tax assets. Evidence includes the
anticipated impact on future taxable income 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. No
valuation allowance was required as of September 27, 2025 and December 28, 2024. The Company will continue to reassess the carrying amount of its
deferred tax assets.

The Company is no longer subject to examination by tax authorities for years before 2012.

COMMITMENTS AND CONTINGENCIES

Litigation—The Company is subject to claims and litigation arising in the ordinary course of business. 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
believes the accruals recorded in the unaudited condensed consolidated interim financial statements are adequate in light of the probable and estimable
liabilities. The Company believes that none of the claims or litigation of which it is aware will materially affect the unaudited condensed consolidated
interim financial statements, although assurance cannot be given with respect to the ultimate outcome of any such claims or actions.

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, our 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. The complaint alleges that defendants violated Sections 11 and 15 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.

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 unaudited condensed consolidated statements of
operations and comprehensive income (loss). In connection with the IPO, the management services agreement with Partners Group was terminated in
October 2024 in accordance with its terms.

KC Parent—KC Parent, LP (“KC Parent”) was the Company’s direct parent prior to the Company's IPO. In connection with the Company's IPO, all
shares of the Company’s common stock held by KC Parent were distributed to unitholders of KC Parent in proportion to their interests in KC Parent.

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. KC Parent then paid a $276.9 million
distribution to Class A unitholders and a $42.6 million distribution to profit interest unitholders pursuant to the KC Parent, LP Agreement and 2015
Equity Incentive Plan.

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. Following the distribution of KC Parent's shares of the Company's common stock 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. Rent
expense is included in cost of services (excluding
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17.

depreciation and impairment) and selling, general, and administrative expenses in the unaudited condensed consolidated statements of operations and
comprehensive income (loss).

As of September 27, 2025, 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.

During the three and nine months ended September 27, 2025, the Company had no expenses recognized from unconsolidated related parties. During the
three and nine months ended September 28, 2024, the Company recognized $1.2 million and $3.6 million in Partners Group management services and
$4.6 million and $14.1 million in related parties rent, respectively, in the unaudited condensed consolidated statements of operations and comprehensive
income (loss).

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 income. For example, the CODM uses consolidated net 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, and net income are reported on the unaudited condensed consolidated statements of operations and comprehensive income (loss) and the
measure of segment assets is reported on the unaudited condensed consolidated balance sheets as total assets. The accounting policies of the
consolidated Company segment are the same as those described in Note 1, Organization and Summary of Significant Accounting Policies, within the
audited consolidated financial statements for the fiscal year ended December 28, 2024 included in the Company's Annual Report on Form 10-K.
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Item 2. 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 unaudited condensed consolidated
financial statements and notes thereto for the three and nine months ended September 27, 2025 and September 28, 2024 included elsewhere in this Quarterly
Report on Form 10-Q and audited consolidated financial statements and notes thereto for the fiscal year ended December 28, 2024 included in the Company's
Annual Report on Form 10-K filed with the Securities and Exchange Commission (“SEC”) on March 21, 2025. Some of the information included in this
discussion and analysis or set forth elsewhere in this Quarterly Report on Form 10-Q, 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 of this Quarterly Report on Form 10-Q 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. (“the Company,” “we,” “us,” and “our”) is a leading provider of high-quality early childhood education (“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 1,595 early childhood education centers with center capacity for 213,709 children and
1,138 before- and after-school sites located in 41 states and the District of Columbia as of September 27, 2025.

On October 8, 2024, our registration statement on Form S-1, as amended (File No. 333-281971) (“Form S-17) related to our initial public offering (“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 [PO (“Common Stock Conversion”). As a result, prior periods presented in our unaudited condensed consolidated financial statements and notes thereto as
of and for the three and nine months ended September 27, 2025 have been adjusted to retrospectively reflect the Common Stock Conversion. Refer to Note 1
within the unaudited condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q and Note 17 within the
audited consolidated financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024 for further
information.

Factors Affecting Results of Operations

The following factors, among others described herein, have been important to our business and we expect them to impact our results of operations and financial
condition in future periods:

e Increase revenues through improved occupancy and consistent price increases. Our future revenue growth is in part dependent on us
continuing to grow revenues across our portfolio of centers. We invest in developing our brands, which have become widely recognized in the
ECE market. Although we expect marketing activities to increase our cost of services, we expect them to positively impact our results of
operations in the future.

Occupancy improvement: We aim to improve occupancy rates across our portfolio. Historically, we increased our average occupancy through a
combination of strategic investments in technology and talent, as well as implementing best practices at our centers to improve timely response to
inquiring families and enhance quality tours. We invest significant resources into our technology infrastructure to support our center and site
operations and interactions with families. As our occupancy grows, we have an opportunity to gain further operating leverage and improve
profitability as we allocate fixed costs over more enrollments.

Pricing model designed for continued growth: We expect to implement regular price increases to support center re-investment and enhance our
operational performance. Tuition increases are standard across the industry, and we view them as a reliable component of our business model.
Additionally, while we expect rates to increase each year, the out-of-pocket costs paid by parents with children who continue to enroll in our
programs decline on an annual basis as tuition costs decrease as children age-up (e.g., three-year olds have lower tuition costs than two-year
olds). Assuming consistent enrollment across ages, tuition increases have an immediate positive impact to revenue.

. Expand footprint through greenfield development and strategic acquisitions. Our long-term revenue growth depends on the expansion of our
footprint, either through opening new greenfield centers or acquiring centers. We have a rigorous integration approach to transition acquired
centers into our portfolio that allows us to deliver a consistent level of quality,
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as expected by our clients and accreditors. Given the significant fragmentation in our industry, we expect to continue to pursue acquisitions
complementary to our existing portfolio. Expansion will require cash investment, but we anticipate a long-term increase in both revenue and
profit.

e Develop and nurture other revenue streams and expand service offerings. Supporting services adjacent to our ECE business provide
diversification and drives incremental revenue. Leveraging our employer relationships, our business-to-business offerings, which include tuition
benefits programs and employer-sponsored centers, are poised for growth as employers are increasingly recognizing the importance of supporting
their employees with access to quality ECE programs. 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.

e Access to governmental funding and advocacy to support the ECE industry. 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.

e 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 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.

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 the three months ended June 28, 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.

September 27, December 28, September 28, December 30,
2025 2024 2024 2023
Early childhood education centers 1,595 1,574 1,573 1,557
Before- and after-school sites 1,138 1,025 1,018 948
Total centers and sites 2,733 2,599 2,591 2,505

As of September 27, 2025, we operated 1,595 early childhood education centers with a center capacity for 213,709 children as compared to 1,573 early
childhood education centers as of September 28, 2024, with a center capacity for 210,972 children. During the nine months ended September 27, 2025, total
centers increased by 21 due to acquiring 20 centers and opening 13 centers, partially offset by 12 permanent center closures. During the nine months ended
September 28, 2024, total centers increased by 16 due to acquiring 16 centers and opening 10 centers, partially offset by 10 permanent center closures.

As of September 27, 2025, we operated 1,138 before- and after-school sites, an increase of 120 sites from 1,018 before- and after-school sites as of September
28, 2024. Total before- and after-school sites increased by 113 during the nine months ended September 27, 2025 due to opening 212 sites, partially offset by
99 permanent site closures. Total before- and after-school sites increased by 70 during the nine months ended September 28, 2024 due to opening 155 sites,
partially offset by 85 permanent site closures.
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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.

Three Months Ended Nine Months Ended
September 27, September 28, September 27, September 28,
2025 2024 2025 2024
Average weekly ECE FTEs 140,515 143,298 144,534 146,532

Average weekly ECE FTEs for the three months ended September 27, 2025 decreased by 2,783, or 1.9%, as compared to the three months ended September 28,
2024 primarily due to lower FTEs at same-centers.

Average weekly ECE FTEs for the nine months ended September 27, 2025 decreased by 1,998, or 1.4%, as compared to the nine months ended September 28,
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.

Three Months Ended Nine Months Ended

September 27, September 28, September 27, September 28,
2025 2024 2025 2024

ECE same-center occupancy 67.0% 68.6% 69.0% 70.2%

ECE same-center occupancy decreased by 160 basis points for the three months ended September 27, 2025 as compared to the three months ended September
28, 2024 primarily due to lower enrollment at same-centers.

ECE same-center occupancy decreased by 120 basis points for the nine months ended September 27, 2025 as compared to the nine months ended September 28,
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:

Three Months Ended Nine Months Ended
September 27, September 28, September 27, September 28,
2025 2024 2025 2024
ECE same-center revenue $ 616,913 § 616,728  $ 1,865,078  $ 1,848,502

ECE same-center revenue increased by $0.2 million, or 0.0%, for the three months ended September 27, 2025 as compared to the three months ended
September 28, 2024. ECE same-center revenue growth of $5.8 million was driven by the net impact of new and acquired centers not yet classified as same-
centers as of September 28, 2024 and center closures as of September 27, 2025. This growth was partially offset by a decrease of $5.6 million, or 0.9%, in
revenue at centers that were classified as same-centers as of both September 27, 2025 and September 28, 2024.
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ECE same-center revenue increased by $16.6 million, or 0.9%, for the nine months ended September 27, 2025 as compared to the nine months ended
September 28, 2024. ECE same-center revenue growth of $0.7 million, or 0.0%, was driven by centers that were classified as same-centers as of both
September 27, 2025 and September 28, 2024. Additionally, $15.8 million of the increase in ECE same-center revenue was driven by the net impact of new and
acquired centers not yet classified as same-centers as of September 28, 2024 and center closures as of September 27, 2025.

Components of Results of Operations

Revenue

Our revenue is derived primarily from tuition charged for providing early childhood education and care services at our centers and sites. The majority of tuition
is paid by individual families and may be partially subsidized by amounts received from government agencies or employer sponsors. Subsidy revenue from
government agencies was $252.2 million and $242.6 million during the three months ended September 27, 2025 and September 28, 2024, and $751.2 million
and $699.8 million during the nine months ended September 27, 2025 and September 28, 2024, respectively.

Cost of services (excluding depreciation and impairment)

Our cost of services includes the direct costs related to the operation of our centers and sites and excludes depreciation and impairment. Cost of services
consists primarily of personnel costs, rent, food, costs of operating and maintaining facilities, taxes and licenses, marketing, transportation, classroom and office
supplies, and insurance. Government assistance, consisting of reimbursements from federal, state, and local agencies, offsets certain operating expenses.

Depreciation and amortization

Our depreciation and amortization includes depreciation relating to centers and sites, field management, and corporate facilities as well as amortization related
to finance lease right-of-use (“ROU”) assets and definite-lived intangibles, such as client relationships and trade names and trademarks.

Selling, general, and administrative expenses

Selling, general, and administrative expenses include costs, primarily personnel related, associated with field management, corporate oversight, support of our
centers and sites, and stock-based compensation.

Impairment losses

Our impairment losses relate to property and equipment, operating ROU assets, and definite-lived intangible assets.

Interest expense

Interest expense includes long-term debt interest, gain or loss on interest rate derivatives, amortization of debt issuance costs, and gain or loss on
extinguishment of debt.

Interest income

Interest income includes interest earned on cash held in interest-bearing accounts.

Other income, net

Other income, net includes sub-lease income, miscellaneous insurance proceeds, contract settlements, and realized and unrealized gains and losses related to
investment trust assets.

Income tax expense

Income taxes primarily consist of an estimate of federal and state income taxes based on enacted federal and state tax rates, as adjusted for allowable credits,
differences between the United States generally accepted accounting principles (“GAAP”) and tax income and deductions, and the tax effect from uncertain tax
positions, as applicable.
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Factors Affecting the Comparability of our Results of Operations

As aresult 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.

IPO and Related Transactions

In October 2024, our IPO was completed. Net proceeds from the IPO 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 repricing 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. Additionally, we have
incurred expenses during our transition to a public company that we had not previously incurred as a private company, including costs associated with public
company reporting requirements of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”), which have impacted our results of operations.

Our PO, 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 and are expected to have an impact on the comparability of future periods. Refer to Note 13 and Note 17 within our audited consolidated financial
statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024 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 during the nine months ended September 27, 2025 and $16.9 million and $55.9 million during the three and
nine months ended September 28, 2024, respectively, in funding for reimbursement of center operating expenses in cost of services (excluding depreciation and
impairment). There were no amounts recognized during the three months ended September 27, 2025. The federal programs funding the COVID-19 Related
Stimulus were required to distribute all stimulus funding for stabilization of the child care industry 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, and the conclusion of the programs will have an impact on the comparability of future periods.

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 the fiscal year ended December 31, 2022, we applied 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 our recognition criteria. During the nine months
ended September 27, 2025 and September 28, 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. No ERC was recognized during the three months ended September 27,
2025 and September 28, 2024. The timing in recognition of the remaining deferred ERC liabilities will have an impact on the comparability of future periods.
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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. Refer to
Note 1 and Note 17 of our unaudited condensed consolidated financial statements, included elsewhere in this Quarterly Report on Form 10-Q, and Note 1 and
Note 23 of our audited consolidated financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024
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.

The following table sets forth our results of operations including as a percentage of revenue for the three months ended September 27, 2025 and September 28,
2024 (in thousands, except per share data and percentages):

Three Months Ended

September 27, 2025 September 28, 2024
Revenue $ 676,830 $ 671,476
Costs and expenses:
Cost of services (excluding depreciation and impairment) 543,139 80.2% 521,093 77.6%
Depreciation and amortization 31,019 4.6% 29,641 4.4%
Selling, general, and administrative expenses 73,043 10.8% 65,110 9.7%
Impairment losses 3,309 0.5% 1,257 0.2%
Total costs and expenses 650,510 96.1% 617,101 91.9%
Income from operations 26,320 3.9% 54,375 8.1%
Interest expense 24,095 3.6% 39,459 5.9%
Interest income (1,731) (0.3%) (1,260) (0.2%)
Other income, net (2,249) (0.3%) (1,937) (0.3%)
Income before income taxes 6,205 0.9% 18,113 2.7%
Income tax expense 1,655 0.2% 4,154 0.6%
Net income $ 4,550 0.7% $ 13,959 2.1%
Net income per common share:
Basic $ 0.04 $ 0.15
Diluted $ 0.04 $ 0.15
Weighted average number of common shares outstanding:
Basic 118,353 90,366
Diluted 118,413 90,366
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The following table sets forth our results of operations including as a percentage of revenue for the nine months ended September 27, 2025 and September 28,
2024 (in thousands, except per share data and percentages):

Nine Months Ended

September 27, 2025 September 28, 2024
Revenue $ 2,045,184 $ 2,016,079
Costs and expenses:
Cost of services (excluding depreciation and impairment) 1,578,804 77.2% 1,518,818 75.3%
Depreciation and amortization 92,070 4.5% 87,393 4.3%
Selling, general, and administrative expenses 223,418 10.9% 234,148 11.6%
Impairment losses 7,054 0.3% 7,140 0.4%
Total costs and expenses 1,901,346 93.0% 1,847,499 91.6%
Income from operations 143,838 7.0% 168,580 8.4%
Interest expense 64,276 3.1% 119,806 5.9%
Interest income (3,814) (0.2%) (5,120) (0.3%)
Other income, net (4,900) (0.2%) (5,721) (0.3%)
Income before income taxes 88,276 4.3% 59,615 3.0%
Income tax expense 23,981 1.2% 18,872 0.9%
Net income $ 64,295 3.1% $ 40,743 2.0%
Net income per common share:
Basic $ 0.54 $ 0.45
Diluted $ 0.54 $ 0.45
Weighted average number of common shares outstanding:
Basic 118,300 90,366
Diluted 118,368 90,366
Comparison of the Three Months Ended September 27, 2025 and September 28, 2024
Revenue
Three Months Ended Change
September 27, 2025 September 28, 2024 Amount %
Early childhood education centers $ 626,987 $ 626,439 $ 548 0.1%
Before- and after-school sites 49,843 45,037 4,806 10.7%
Total revenue $ 676,830 $ 671,476 $ 5,354 0.8%

Total revenue increased by $5.4 million, or 0.8%, for the three months ended September 27, 2025 as compared to the three months ended September 28, 2024.

Revenue from early childhood education centers increased by $0.5 million, or 0.1%, for the three months ended September 27, 2025 as compared to the three
months ended September 28, 2024, of which approximately 2% was from higher tuition rates, partially offset by approximately 2% from lower enrollment.

The increase in revenue from early childhood education centers was driven by $0.2 million higher ECE same-center revenue and $0.3 million in revenue from
closed centers and new and acquired centers that were not classified as same-centers as of each respective three month period.

Revenue from before- and after-school sites increased by $4.8 million, or 10.7%, for the three months ended September 27, 2025 as compared to the three
months ended September 28, 2024 primarily due to opening new sites.

Cost of services (excluding depreciation and impairment)

Cost of services (excluding depreciation and impairment) increased by $22.0 million, or 4.2%, for the three months ended September 27, 2025 as compared to
the three months ended September 28, 2024. This increase was driven by $8.0 million lower government assistance due to a decrease in cost reimbursements,
primarily related to the conclusion of certain COVID-19 Related Stimulus funding. The increase was also attributable to $6.0 million higher personnel costs due
to increased wage rates and health insurance
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costs, partially offset by lower labor hours and grant-related bonuses. Additionally, rent expense increased $5.2 million primarily due to new and acquired
centers.

Depreciation and amortization

Depreciation and amortization increased by $1.4 million, or 4.6%, for the three months ended September 27, 2025 as compared to the three months ended
September 28, 2024. This increase was primarily driven by 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 increased by $7.9 million, or 12.2%, for the three months ended September 27, 2025 as compared to the three
months ended September 28, 2024. This increase was driven by $3.9 million higher professional fees primarily related to investments in new technology and
digital solutions as well as the July 2025 repricing amendment to the Credit Agreement. The increase was also attributable to $2.8 million higher personnel
costs from salary and wage rate increases, partially offset by optimized headcount. Lastly, computer costs increased by $2.0 million due to software license fees
and amortization of deferred cloud computing costs in the current period.

Impairment losses

Impairment losses increased by $2.1 million, or 163.2%, for the three months ended September 27, 2025 as compared to the three months ended September 28,
2024, primarily driven by property and equipment impairment at certain centers with higher carrying values.

Interest expense

Interest expense decreased by $15.4 million, or 38.9%, for the three months ended September 27, 2025 as compared to the three months ended September 28,
2024. This decrease was primarily 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, partially offset by a loss on extinguishment of debt recognized in connection
with the July 2025 repricing.

Interest income

Interest income remained relatively consistent for the three months ended September 27, 2025 as compared to the three months ended September 28, 2024.

Other income, net

Other income, net remained relatively consistent for the three months ended September 27, 2025 as compared to the three months ended September 28, 2024
and was primarily comprised of net changes in realized and unrealized holding gains on deferred compensation plan investment trust assets.

Income tax expense

Income tax expense decreased by $2.5 million for the three months ended September 27, 2025 as compared to the three months ended September 28, 2024. The
effective tax rate was 26.7% for the three months ended September 27, 2025 as compared to 22.9% for the three months ended September 28, 2024. Compared
to the statutory rate, the differences in the effective tax rates for both the three months ended September 27, 2025 and September 28, 2024 were primarily due to
state income taxes. Additionally, the effective tax rate for the three months ended September 28, 2024 was partially offset by the benefit of tax credits.
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Comparison of the Nine Months Ended September 27, 2025 and September 28, 2024

Revenue
Nine Months Ended Change
September 27, 2025 September 28, 2024 Amount %
Early childhood education centers $ 1,889,669 $ 1,872,894 $ 16,775 0.9%
Before- and after-school sites 155,515 143,185 12,330 8.6%
Total revenue $ 2,045,184  $ 2,016,079 $ 29,105 1.4%

Total revenue increased by $29.1 million, or 1.4%, for the nine months ended September 27, 2025 as compared to the nine months ended September 28, 2024.

Revenue from early childhood education centers increased by $16.8 million, or 0.9%, for the nine months ended September 27, 2025 as compared to the nine
months ended September 28, 2024, of which approximately 2% was from higher tuition rates, partially offset by approximately 1% from lower enrollment.

The increase in revenue from early childhood education centers was driven by $16.6 million higher ECE same-center revenue as well as $0.2 million higher
revenue from the net impact of closed centers and new and acquired centers that were not classified as same-centers as of each respective nine month period.

Revenue from before- and after-school sites increased by $12.3 million, or 8.6%, for the nine months ended September 27, 2025 as compared to the nine
months ended September 28, 2024 primarily due to opening new sites.

Cost of services (excluding depreciation and impairment)

Cost of services (excluding depreciation and impairment) increased by $60.0 million, or 3.9%, for the nine months ended September 27, 2025 as compared to
the nine months ended September 28, 2024. This increase was driven by $19.6 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 connection with the timing of
tax statute of limitations and qualifying creditable wages. The increase was also attributable to $18.7 million higher personnel costs due to increased wage rates
and health insurance costs, partially offset by lower labor hours and grant-related bonuses. Additionally, rent expense increased $12.9 million mainly due to
new and acquired centers. Lastly, other center operating expenses increased by $8.8 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 $4.7 million, or 5.4%, for the nine months ended September 27, 2025 as compared to the nine months ended
September 28, 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 $10.7 million, or 4.6%, for the nine months ended September 27, 2025 as compared to the nine
months ended September 28, 2024. This decrease was primarily driven by lower stock-based compensation expense and bonus expense of $17.3 million due to
the March 2024 distribution to holders of Class B profit interest units (“PIUs”) of KC Parent, LP (“KC Parent”), our direct parent prior to our IPO, and a related
bonus to holders of restricted stock units (“RSUs”) and stock options during the nine months ended September 28, 2024, partially offset by expense from
additional awards granted under the 2022 Incentive Award Plan. Additionally, meeting and travel expenses decreased by $5.9 million primarily attributable to
our field leadership summit held during the nine months ended September 28, 2024. These decreases were partially offset by $5.1 million higher computer costs
due to software license fees and amortization of deferred cloud computing costs. Lastly, personnel costs increased $5.1 million due to salary and wage rate
increases, partially offset by optimized headcount.

30



Impairment losses

Impairment losses remained relatively consistent for the nine months ended September 27, 2025 as compared to the nine months ended September 28, 2024.

Interest expense

Interest expense decreased by $55.5 million, or 46.3%, for the nine months ended September 27, 2025 as compared to the nine months ended September 28,
2024. This decrease was primarily 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, partially offset by a loss on extinguishment of debt recognized in connection
with the July 2025 repricing.

Interest income

Interest income decreased by $1.3 million, or 25.5%, for the nine months ended September 27, 2025 as compared to the nine months ended September 28,
2024. This decrease was primarily driven by lower cash balances in interest-bearing accounts held at lower average interest rates, partially offset by higher
interest income from ERC recognition.

Other income, net

Other income, net decreased by $0.8 million, or 14.4%, for the nine months ended September 27, 2025 as compared to the nine months ended September 28,
2024, primarily due to $1.5 million in gains recognized on miscellaneous insurance claims during the nine months ended September 28, 2024, partially offset
by a $0.6 million net change in realized and unrealized holding gains on deferred compensation plan investment trust assets.

Income tax expense

Income tax expense increased by $5.1 million for the nine months ended September 27, 2025 as compared to the nine months ended September 28, 2024. The
effective tax rate was 27.2% for the nine months ended September 27, 2025 as compared to 31.7% for the nine months ended September 28, 2024. Compared to
the statutory rate, the differences in the effective tax rates for both the nine months ended September 27, 2025 and September 28, 2024 were primarily due to
the partial release of the receivable related to uncertain tax positions as a result of the portion of ERC recognized during the respective nine month period and
state income taxes, partially offset by the impact of ERC recognized during the respective nine month period. Additionally, the effective tax rate for the nine
months ended September 28, 2024 was further impacted by tax expense related to nondeductible equity-based compensation.

Non-GAAP Financial Measures

To supplement our consolidated financial statements, which are prepared and presented in accordance with 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;
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. 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 income 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.

The following table shows EBIT, EBITDA, and adjusted EBITDA for the periods presented, and the reconciliation to its most comparable GAAP measure, net
income, for the periods presented (in thousands):

Three Months Ended Nine Months Ended
September 27, September 28, September 27, September 28,
2025 2024 2025 2024
Net income $ 4550 $ 13,959 § 64,295 § 40,743
Add back:

Interest expense 24,095 39,459 64,276 119,806

Interest income (1,731) (1,260) (3,814) (5,120)

Income tax expense 1,655 4,154 23,981 18,872
EBIT $ 28,569 $ 56,312 $ 148,738 $ 174,301
Add back:

Depreciation and amortization 31,019 29,641 92,070 87,393
EBITDA $ 59,588 $ 85,953 §$ 240,808 $ 261,694
Add back:

Impairment losses o 3,309 1,257 7,054 7,140

Stock-based compensation @ 2,826 (1,402) 10,360 %94)

Management and advisory fee expenses © — 1,216 — 3,648

Acquisition related costs ) — — — 16

Non-recurring distribution and bonus expense © — — — 19,287

COVID-19 Related Stimulus, net © — (14,908) (26,713) (65,683)

Other costs 7 672 (760) 882 6,139
Adjusted EBITDA $ 66,395 $ 71,356 $ 232,391  $ 232,147

Adjusted net income and adjusted net income per common share

Adjusted net income is defined as net income 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 income and net income per common share, respectively, for the periods presented (in thousands, except per share data):

Three Months Ended Nine Months Ended

September 27, September 28, September 27, September 28,
2025 2024 2025 2024
Net income 4550 § 13,959 $ 64,295 $ 40,743
Income tax expense 1,655 4,154 23,981 18,872
Net income before income tax 6,205 $ 18,113 $ 88,276 $ 59,615
Add back:
Amortization of intangible assets 2,152 2,284 6,770 6,852
Impairment losses M 3,309 1,257 7,054 7,140
Stock-based compensation ® 2,826 (1,402) 10,360 (94)
Management and advisory fee expenses ) — 1,216 — 3,648
Acquisition related costs — — — 16
Non-recurring distribution and bonus expense © — — — 19,287
COVID-19 Related Stimulus, net — (14,908) (26,713) (65,683)
Loss on extinguishment of long-term debt, net ® 5,434 — 5,434 895
Other costs 672 (760) 882 6,139
Adjusted income before income tax 20,598 5,800 92,063 37,815
Adjusted income tax expense &) 5,316 1,497 23,761 9,760
Adjusted net income 15,282 $ 4,303 $ 68,302 $ 28,055
Net income per common share: %
Basic 004 § 0.15 § 054 $ 0.45
Diluted 0.04 § 0.15 $ 054 § 0.45
Adjusted net income per common share: 19
Basic 0.13 § 005 § 058 § 0.31
Diluted 0.13 § 005 § 058 $ 0.31
Weighted average number of common shares outstanding: %
Basic 118,353 90,366 118,300 90,366
Diluted 118,413 90,366 118,368 90,366

Explanation of add backs:

(1) Represents impairment charges for long-lived assets as a result of 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.

(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. The nine months ended September 28, 2024 excludes
$14.3 million in expense included within “Non-recurring distribution and bonus expense” as described in explanation (5) below.

(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’s ultimate parent, 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. During the nine months ended September 28, 2024, these costs were incurred related to the acquisition of Créme 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 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
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 audited consolidated financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024
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 during the nine months ended September 27, 2025 and $16.9 million and $55.9 million during the three and
nine months ended September 28, 2024, respectively, in funding for reimbursement of center operating expenses in cost of services (excluding
depreciation and impairment). Additionally, during the nine months ended September 27, 2025 and September 28, 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 during the nine months ended September 27, 2025 and $2.3 million and $11.4
million during the three and nine months ended September 28, 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 both the three and nine months ended September 27, 2025, other costs includes $0.7 million in transaction costs
associated with repricing our First Lien Term Loan Facility and for the nine months ended September 27, 2025, other costs also includes $0.2 million in
costs related to our IPO. For the three months ended September 28, 2024, other costs includes expenses incurred, offset by a refund for costs expensed in a
prior period resulting in a net credit to expense, for professional fees related to our IPO. For the nine months ended September 28, 2024, other costs
includes $2.9 million in transaction costs associated with our incremental first lien term loan and repricing on our senior secured credit facilities and $0.7
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 the three and
nine months ended September 27, 2025, the loss on extinguishment of long-term debt is the result of the July 2025 repricing amendment to the Credit
Agreement. For the nine months ended September 28, 2024, the loss on extinguishment of long-term debt is the result of the April 2024 repricing
amendment to the Credit Agreement. During the three months ended December 28, 2024, management updated the definition of adjusted net income to
include loss on extinguishment of long-term debt, net and has adjusted prior periods presented to reflect the updated definition for comparative purposes.
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 the three and nine months ended September 27, 2025 and September 28, 2024. Our statutory
rate is re-evaluated at least annually.

(10) The outstanding shares and per share amounts for the three and nine months ended September 28, 2024 have been retrospectively adjusted to reflect the
Common Stock Conversion. Refer to Note 1 within the unaudited condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q 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, and rents
paid to landlords, as well as 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 Credit Agreement. 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” included in Part II, Item 1A of this Quarterly Report on Form 10-Q as well as “Risk Factors” included in Part I, Item 1A of
our Annual Report on Form 10-K for the fiscal year ended December 28, 2024. In the future, we may attempt to raise additional capital through the sale of
equity securities or debt financing arrangements. Any future 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.
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Debt facilities

As of September 27, 2025, our Credit Agreement consists 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 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.

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, increasing the total
borrowing capacity of the First Lien Revolving Credit Facility to $262.5 million. All other terms under the Credit Agreement remain unchanged as a result of
the amendment.

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.

As of September 27, 2025, there were no outstanding borrowings under the First Lien Revolving Credit Facility and we had an available borrowing capacity of
$194.4 million after giving effect to the outstanding letters of credit under the Credit Agreement of $68.1 million.

The interest rates effective as of September 27, 2025 were 7.04% on the First Lien Term Loan Facility, 2.00% on outstanding letters of credit as well as a
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 the nine months ended September 27, 2025 for the First Lien Term Loan Facility was 7.41%.

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 September 27, 2025 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 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 First Lien Term Loan Facility matures in June 2030. The $252.5 million of extended commitments under the First Lien Revolving Credit Facility mature in
October 2029, while the $10.0 million of non-extended commitments have a maturity date of June 2028.

As of September 27, 2025, 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% on any unused portion. The LOC Agreement matures in

December 2026. Upon entering into the LOC Agreement, we issued $20.0 million in letters
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of credit and cancelled $16.7 million of outstanding letters of credit under the First Lien Revolving Credit Facility. As of September 27, 2025, 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.

Refer to Note 9 of our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q for further information
regarding our debt facilities.

Cash flows

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

Nine Months Ended
September 27, 2025 September 28, 2024

Cash provided by operating activities $ 234282 $ 156,736
Cash used in investing activities (114,423) (108,702)
Cash used in financing activities (7,461) (67,112)

Net change in cash, cash equivalents, and restricted cash 112,398 (19,078)
Cash, cash equivalents, and restricted cash at beginning of period 62,430 156,412
Cash, cash equivalents, and restricted cash at end of period $ 174,828  $ 137,334

Net cash provided by operating activities

Cash provided by operating activities increased by $77.5 million for the nine months ended September 27, 2025 as compared to the nine months ended
September 28, 2024. Net income, adjusted for non-cash items, increased by $27.7 million primarily driven by lower interest expense, partially offset by a
decrease in cost reimbursements from government assistance. The net changes in operating assets and liabilities resulted in a $49.8 million increase in cash
primarily due to the timing of rent payments combined with a change in tax position from prior periods. Additionally, the increase was driven by lower spend
on our enterprise resource planning software system due to implementation in early fiscal 2025 and increased collections on subsidy accounts receivable
balances. 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 $5.7 million for the nine months ended September 27, 2025 as compared to the nine months ended September 28,
2024. The increase was driven by $7.0 million increased payments for acquisitions and $2.7 million higher capital expenditures net of proceeds from disposals.
These increases were partially offset by a $4.0 million change in deferred compensation asset trusts as a result of decreased deposits and increased redemptions.

Net cash used in financing activities

Cash used in financing activities decreased by $59.7 million for the nine months ended September 27, 2025 as compared to the nine months ended September
28, 2024. The decrease was primarily due to $55.7 million net cash used for the March 2024 distribution to KC Parent in the prior period as well as $3.1 million
lower principal payments on the First Lien Term Loan Facility driven by reduced quarterly principal payments required as a result of the October 2024
repayment.

Cash requirements
As of September 27, 2025, we had the following obligations:

. Total lease obligations, including imputed interest, of $2.3 billion expected to be paid out as follows: $73.9 million for the remainder of fiscal
2025, $592.3 million in two to three years, $517.8 million in four to five years, and $1.2 billion thereafter through the maturity of our lease
agreements. Refer to Note 6 of our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on Form
10-Q for additional information.

. Long-term debt obligations, including interest, of $1.3 billion expected to be paid out as follows: $39.2 million for the remainder of fiscal 2025,
$139.0 million in two to three years, $118.4 million in four to five years, and $960.2 million thereafter through June 2030 when the First Lien
Term Loan Facility matures. Refer to Note 9 of our unaudited condensed consolidated financial statements included elsewhere in this Quarterly
Report on Form 10-Q for additional information.
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. Self-insurance obligations of $77.0 million expected to be paid out as claims are settled and cash outflows cannot be estimated reliably.

. Deferred compensation plan of $42.5 million expected to be paid out based on the individual plan participant and cash outflows cannot be
estimated reliably.

. Contingent consideration payable of $1.2 million expected to be paid out in six to nine years based on the probability and timing of the
continuation of the lease of the related acquired center.

*  Promissory notes, including interest, of $0.4 million expected to be paid out as follows: $0.1 million for the remainder of fiscal 2025 and $0.3
million in two to three years.

. Other liabilities of $3.1 million comprised of various payables expected to be paid out based on the contractual terms.

. Service arrangements which include certain information technology (“IT”), labor software, and maintenance services of $57.7 million expected
to be paid out as follows: $3.8 million for the remainder of fiscal 2025, $23.1 million in two to three years, $17.1 million in four to five years,
and $13.7 million thereafter.

Certain agreements may have cancellation penalties for which, if we were to cancel, we would be required to pay up to approximately $5.6 million. Other
cancellation penalties cannot be estimated as we cannot predict the occurrence of future agreement cancellations. Refer to Note 11 and Note 14 of our audited
consolidated financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024 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.

We test goodwill for impairment on an annual basis in the fourth quarter, or more frequently if impairment indicators exist. During the three months ended
September 27, 2025, our publicly traded share price experienced continued decline resulting in a decrease in market capitalization. Accordingly, management
completed an interim goodwill impairment assessment and concluded that it was not more likely than not that the fair values of its reporting units were less than
the respective carrying amounts. There was no impairment of goodwill during both the three and nine months ended September 27, 2025 and September 28,
2024. Adverse changes in key assumptions, including sustained share price declines, higher discount rates, or weaker operating results, could reduce the excess
of fair values over the carrying amounts and result in impairment in future periods.

There have been no changes to our critical accounting policies described within Management's Discussion and Analysis of Financial Condition and Results of
Operations in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024. For a description of our other significant accounting
policies, refer to Note 1 in both our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q and our
audited consolidated financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended December 28, 2024.

Item 3. 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 September 27, 2025, we had $930.9 million of variable-rate debt, net of debt issuance costs. We estimate that had the average interest rates on our
borrowings outstanding under the Credit Agreement increased by 100 basis points, our interest expense would have increased by approximately $0.4 million
during the three months ended September 27, 2025 and increased by approximately $1.2 million during the nine months ended September 27, 2025, net of the
effects of our interest rate derivatives.

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
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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 interest rate swap contracts 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 debt under the Credit Agreement and we will receive variable amounts of interest from a counterparty at the greater of three-month
SOFR or 0.50% per annum. As of September 27, 2025, the derivatives are considered highly effective.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in the reports that we file or submit under
the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and that such information is
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required financial disclosure. As of the end of the period covered by this Quarterly Report on Form 10-Q, our management, under the
supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures pursuant to Exchange Act Rule 13a-15(e) and 15d-15(e). Based upon this evaluation, our management, including our Chief Executive Officer and
Chief Financial Officer, concluded that our disclosure controls and procedures were not effective as of September 27, 2025, due to a previously-disclosed
material weakness in our internal control over financial reporting as described below.

Previously Reported Material Weaknesses in Internal Control Over Financial Reporting

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 our annual or interim consolidated financial statements will not be prevented or detected on a timely basis.

We previously identified a material weakness that continues to exist, which relates to the lack of effectively designed and maintained 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.

Remediation Plan for Material Weakness

We are in the process of designing and implementing controls and taking other actions to remediate the material weakness described above, including
implementing an enterprise resource planning software system. Specifically, we implemented new IT tools as well as enhanced existing controls in all domains
of IT, including those related to program change management, user access and segregation of duties, and computer operations. We also continued to design,
implement and operate manual and automated controls and standardize business processes and reporting during the third quarter of 2025.

The material weakness will not be considered remediated until we complete the design and implementation of controls, the controls operate for a sufficient
period of time, and management has concluded, through testing, that the controls are effective. 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 weaknesses. Our current controls and any new controls that we develop may
become inadequate because of changes in conditions in our business.
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Changes in Internal Control Over Financial Reporting

As noted in Remediation Plan for Material Weakness above, there were 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 third quarter of 2025 that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.

Limitations on the Effectiveness of Controls

In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and procedures must
reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls and
procedures relative to their costs.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

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 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. The
complaint alleges that defendants violated Sections 11 and 15 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 PO, 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, we are subject to various legal proceedings and claims, either asserted or unasserted, which arise in the ordinary course of business from time to
time.

Item 1A. Risk Factors.

Investing in our common stock involves a high degree of risk. You should carefully review and consider the information regarding certain factors that could
materially affect our business, financial condition or future results set forth under Item 1A. Risk Factors in our Annual Report on Form 10-K for the fiscal year
ended December 28, 2024 as filed with the SEC on March 21, 2025 and as set forth below.

Our business may be affected by any disruptions to federally funded childcare subsidies or tuition reimbursements.

A portion of our revenue and reimbursement of certain center operating expenses are derived from various federal, state and local government programs. 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.
During a United States federal government shutdown, appropriations may lapse, and the administration of grant and reimbursement programs may be delayed,
curtailed or suspended. A government shutdown may result in delayed or reduced pass-through funding to the state and local child care and education
programs. Because a portion of our business depends, directly and indirectly, on the continued availability and timely disbursement of these federal government
funds, a prolonged United States government shutdown or continued delays in funding these programs even after the end of a shutdown may negatively impact
enrollment at our centers, our tuition revenue or our costs to operate our centers. In general, the alteration, suspension or pause of government assistance
programs, particularly those related to child care, could affect the ability of some families to use our centers.

While we strive to mitigate these risks through contingency planning and industry government affairs efforts, the duration, scope and ultimate impact of any
government shutdown is difficult to predict and largely outside our control. Adverse effects resulting from a prolonged government shutdown could have a
negative impact on our business, financial position, and results of operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

None.

Item 5. Other Information.

During the three months ended September 27, 2025, 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
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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).

41



Item 6. Exhibits.

I\EI::ll::ll))(letr Description

3.1 Third Amended and Restated Certificate of Incorporation of KinderCare Learning Companies, Inc. (previously filed as Exhibit 3.1 to the Current
Report on Form 8-K (File No. 001-42367) filed on October 15, 2024 and incorporated herein by reference).

32 Amended and Restated Bylaws of KinderCare Learning Companies, Inc. (previously filed as Exhibit 3.2 to the Current Report on Form 8-K (File
No. 001-42367)_filed on October 15, 2024 and incorporated herein by reference).

10.1 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 time party thereto (previously filed as Exhibit 10.1 to the Current Report on Form 8-K (File No. 001-42367)_filed on July 3, 2025 and
incorporated herein by reference).

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
0f 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.

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 Document

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.
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https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-24-237635.html?hash=234b69e9a0b5698075c6878950510efa242c86d53be2006e61907f5c7d419e3f&dest=d851702dex32_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000950170-25-093868.html?hash=6a35018a9c1c26150717b1ad80ebbf29df41cca160a62af10e08deda9f333717&dest=klc-ex10_1_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000950170-25-093868.html?hash=6a35018a9c1c26150717b1ad80ebbf29df41cca160a62af10e08deda9f333717&dest=klc-ex10_1_htm

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

KinderCare Learning Companies, Inc.
Date: November 12, 2025 By: /s/ Paul Thompson

Name:  Paul Thompson
Title: Chief Executive Officer

Date: November 12, 2025 By: /s/ Anthony Amandi
Name:  Anthony Amandi
Title: Chief Financial Officer
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Exhibit 31.1

CERTIFICATION 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

I, Paul Thompson, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of KinderCare Learning Companies, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(@

(b)

©

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(@

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: November 12, 2025 By: /s/ Paul Thompson

Paul Thompson
Chief Executive Officer



Exhibit 31.2

CERTIFICATION 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

I, Anthony Amandi, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of KinderCare Learning Companies, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(@

(b)

©

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(@

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: November 12, 2025 By: /s/ Anthony Amandi

Anthony Amandi
Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of KinderCare Learning Companies, Inc. (the “Company”) on Form 10-Q for the period ending September 27,
2025 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Paul Thompson, Chief Executive Officer, certify, pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

Date: November 12, 2025 By: /s/ Paul Thompson
Paul Thompson
Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of KinderCare Learning Companies, Inc. (the “Company”) on Form 10-Q for the period ending September 27,
2025 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Anthony Amandi, Chief Financial Officer, certify, pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

Date: November 12, 2025 By: /s/ Anthony Amandi
Anthony Amandi
Chief Financial Officer




