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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes statements that express our opinions, expectations, beliefs, plans, objectives,
assumptions or projections regarding future events or future results and therefore are, or may be deemed to be, “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Act”). The following
cautionary statements are being made pursuant to the provisions of the Act and with the intention of obtaining the benefits of
the “safe harbor” provisions of the Act. These forward-looking statements can generally be identified by the use of forward-
looking terminology, including the terms “believes,” “expects,” “may,” “will,” “should,” “seeks,” “projects,” “approximately,”
“intends,” “plans,” “estimates” or “anticipates,” or, in each case, their negatives or other variations or comparable terminology.
These forward-looking statements include all matters that are not historical facts. They appear in a number of places
throughout this Annual Report and include statements regarding our intentions, beliefs or current expectations concerning,
among other things, our results of operations, financial condition, liquidity, prospects, the industries in which we and our
partners operate, industry, geographic and demographic trends, market and leadership position, performance and growth
factors, demand for services, seasonality, competitive strengths and differentiators, growth strategies and opportunities for
expansion, acquisitions and integration, investments, utilization rates, marketing strategies, intellectual property, regulatory
compliance, employee and labor relationships, ability to attract new clients, our debt and indebtedness, ability to obtain
financing, ability to attract key employees, dividend policy, impact of the macroeconomic environment, our properties and
facilities, outcome of litigation and legal matters and proceedings, new center openings, center closings, future interest
payments and interest rates, amortization expense, cash flow and use of cash, operating and capital expenditures, cash from
operations, fixed asset expenditures, exchange rates, impact of the Tax Act and adjustments, tax benefits, tax rates, tax audits
and settlements, credit risk, impact of new accounting pronouncements, share repurchases, repatriation of earnings, and
insurance and worker's compensation claims.
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By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on
circumstances that may or may not occur in the future. We believe that these risks and uncertainties include, but are not limited
to, those described under “Risk Factors” and elsewhere in this Annual Report and in our other public filings with the Securities
and Exchange Commission.

Although we base these forward-looking statements on assumptions that we believe are reasonable when made, we
caution you that forward-looking statements are not guarantees of future performance and that our actual results of operations,
financial condition and liquidity, and the development of the industry in which we operate may differ materially from those
made in or suggested by the forward-looking statements contained in this Annual Report. In addition, even if our results of
operations, financial condition and liquidity, and the development of the industry in which we operate, are consistent with the
forward-looking statements contained in this Annual Report, those results or developments may not be indicative of results or
developments in subsequent periods.

Given these risks and uncertainties, you are cautioned not to place undue reliance on these forward-looking statements.
Any forward-looking statement that we make in this Annual Report speaks only as of the date of such statement, and we
undertake no obligation to update any forward-looking statements or to publicly announce the results of any revisions to any of
those statements to reflect future events or developments, except as required by law.



PART 1

Item 1. Business

Our Company

We are a leading provider of high-quality child care and early education, back-up dependent care and educational
advisory services designed to help employers and families better address the challenges of work and family life. We provide
services primarily under multi-year contracts with employers who offer child care and other dependent care solutions, as well
as other educational advisory services, as part of their employee benefits packages to improve employee engagement,
productivity, recruitment and retention. As of December 31, 2017, we had over 1,100 client relationships with employers
across a diverse array of industries, including more than 150 Fortune 500 companies and more than 80 of Working Mother
magazine’s 2017 “100 Best Companies for Working Mothers.” Our service offerings include:

»  full service center-based child care and early education (representing approximately 84% of our 2017 revenue);
*  back-up dependent care (representing approximately 13% of our 2017 revenue); and

» educational advisory services (representing approximately 3% of our 2017 revenue).

As of December 31, 2017, we operated a total of 1,038 child care and early education centers across a wide range of
customer industries with the capacity to serve approximately 116,000 children and their families in the United States, as well as
in the United Kingdom, the Netherlands, Canada and India. We have consistently achieved satisfaction ratings of
approximately 95% among respondents in our employer and parent satisfaction surveys and maintained an annual client
retention rate of 94% for employer-sponsored centers over each of the past ten years.

Our History

Since 1986, we have operated child care and early education centers for employers and working families. In 1998, we
transformed our business through the merger of Bright Horizons, Inc. and Corporate Family Solutions, Inc., both then Nasdag-
listed companies that were founded in 1986 and 1987, respectively. We were listed on Nasdaq from 1998 to May 2008 when
we were acquired by investment funds affiliated with Bain Capital Partners LLC. We refer to this as our “going private
transaction.” On January 30, 2013, we completed our initial public offering (the “IPO”) and our common stock is listed on the
New York Stock Exchange (“NYSE”) under the symbol “BFAM.”

Throughout our history, we have continued to grow through challenging economic times while investing in our future.
We have grown our international footprint to become a leading provider in the center-based child care market in the United
Kingdom and have expanded into the Netherlands, Canada and India as a platform for further international expansion. In the
United States, we have grown our partnerships with employer clients by expanding and enhancing our back-up dependent care
services and by developing and growing our educational advisory services. We have and continue to invest in new
technologies to better support our full suite of services as well as enhance our user experience, and we have expanded our
marketing efforts with additional focus on maximizing occupancy levels in centers where we can improve our economics with
increased enrollment.

Industry Overview

We compete in the global market for child care and early education services as well as the market for work/life services
offered by employers as benefits to employees. The child care industry can generally be subdivided into center-based and
home-based child care. We operate in the center-based market, which is highly fragmented.

The center-based child care market includes both retail and employer-sponsored centers and can be further divided into
full-service centers and back-up centers. The employer-sponsored model, which has been central to our business since we were
founded in 1986, is characterized by a single employer or consortium of employers entering into a long-term contract for the
provision of child care at a center located at or near the employer sponsor’s worksite. The employer sponsor generally funds
the development as well as ongoing maintenance and repair of a child care center and subsidizes the provision of child care
services to make them more affordable for its employees.

Additionally, we compete in the growing markets for back-up dependent care and educational advisory services, and we
believe we are the largest and one of the only multi-national providers of back-up dependent care services.

Industry Trends

We believe that the following key factors contribute to growth in the markets for employer-sponsored child care and for
back-up dependent care and educational advisory services.



Increasing Participation by Women and Two Working Parent Families in the Workforce. A significant percentage of
mothers currently participate in the workforce. In 2016, 65% of mothers with children under the age of 6 participated in the
workforce in the United States, according to the Bureau of Labor Statistics. In 2016, women earned 53% of all doctorate
degrees and 59% of master’s degrees in the United States, according to a 2017 report by the National Center for Education
Statistics. We expect that the number of working mothers and two working parent families will continue to increase over time,
resulting in an increase in the need for child care and other work/life services.

Greater Demand for High-Quality Center-Based Child Care and Early Education. We believe that recognition of the
importance of early education and consistent quality child care has led to increased demand for higher-quality center-based
care. In 2007, the number of children aged 3 to 6 enrolled in center-based child care was 55%, compared to approximately
61% of such children in 2012, according to data gathered by the Federal Interagency Forum on Child and Family Statistics.

With the shift towards center-based care, there is an increased focus on the establishment of objective, standards-based
methods of defining and measuring the quality of child care, such as accreditation. In a highly fragmented market comprised
largely of center operators lacking scale, we believe this trend will favor larger industry participants with the size and capital
resources to achieve quality standards on a consistent basis.

Recognized Return on Investment to Employers. Based on studies we have conducted through our Horizons Workforce
Consulting practice, we believe that employer sponsors of center-based child care and back-up dependent care services realize
strong returns on their investments in terms of reduced turnover and increased productivity. We estimate that users of our back-
up dependent care services have been able to work, on average, six days annually that they otherwise would have missed due to
breakdowns in child care arrangements. Additionally, according to a 2017 survey of our clients, 99% of respondents reported
that access to back-up dependent care helps their employees be more productive. We believe that this return on investment for
employers will result in additional growth in employer-sponsored back-up dependent care services.

Growing Global Demand for Child Care and Early Education Services. We expect that a long-term shift to service-based
economies and an increasing emphasis on education by government and families will contribute to further growth in the global
child care and early education market as well as the developing markets for back-up dependent care and educational advisory
services. In addition, in certain countries in which we operate, public policy decisions have facilitated increased demand for
child care and early education services. For example, in 2017, the United Kingdom increased the child care subsidy for 3 and 4
year olds from 15 hours per week to 30 hours per week, and the Netherlands increased the maximum hourly subsidy for future
years ahead of cost of living increases. Both actions represent efforts to make child care more affordable for working families
and thereby encourage parents to return and remain in the workforce.

Labor Shortage and Skills Gap. Employers are facing potentially significant labor shortages and skills gaps as roughly
3.5 million baby boomers per year are now reaching retirement age of 65. As a result, there is a renewed focus on the
importance of recruiting and retention, as well as the continued education and training of the existing workforce, including
through alignment of learning and development goals with tuition reimbursement program funding. A recent survey found that
77% of executives believe there is a serious gap in workforce skills, increased from 58% in 2013. This problem will be further
compounded by an increase in retirements and a shrinking workforce, according to a 2014 report by the U.S. Chamber of
Commerce Foundation. We believe this potential need will encourage employers to invest in full service center-based child
care, back-up dependent care and educational advisory services as a means to bolster recruitment and retention.

Our Competitive Strengths
Market Leading Service Provider

We believe we are the leader in the markets for employer-sponsored center-based child care and back-up dependent care,
and that the breadth, depth and quality of our service offerings—developed over a successful 30-year history—represent
significant competitive advantages. We estimate that we have approximately six times more employer-sponsored centers in the
United States than our closest competitor, according to data obtained from the Child Care Information Exchange’s 2018
Employer Child Care Trend Report on center-based providers. We believe the broad geographic reach of our child care centers,
with targeted clusters in areas where we believe demand is generally higher and where income demographics are attractive,
provides us with a competitive platform to market our services to current and new clients.

Collaborative, Long-term Relationships with Diverse Customer Base

We have more than 1,100 client relationships with employers across a diverse array of industries, including more than
150 of the Fortune 500 companies, with our largest client contributing less than 2% of our revenue in fiscal 2017 and our
largest 10 clients representing less than 8% of our revenue in the same year. Our business model emphasizes multi-year
employer sponsorship contracts where our clients typically fund the development of new child care centers at or near to their
worksites and frequently support the ongoing operations of these centers.



Our multiple service points with both employers and employees give us unique insight into the corporate culture of our
clients. This enables us to identify and provide innovative and tailored solutions to address our clients’ specific work/life
needs. In addition to full service center-based child care, we provide access to a multi-national back-up dependent care
network and educational advisory support, allowing us to offer various combinations of services to best meet the needs of
specific clients or specific locations for a single client. We believe our tailored, collaborative approach to employer-sponsored
child care has resulted in an annual client retention rate for employer-sponsored centers of approximately 94% over each of the
past ten years.

Commitment to Quality

Our business is anchored in our commitment to consistently provide high-quality service offerings to employers and
families. We have designed our child care centers to meet or exceed applicable accreditation and rating standards in all of our
key markets, including in the United States through the National Academy of Early Childhood Programs, a division of the
National Association for the Education of Young Children (NAEYC), and in the United Kingdom through the ratings of the
Office of Standards in Education (OFSTED). We believe our voluntary commitment to achieving accreditation standards offers
a competitive advantage in securing employer sponsorship opportunities and in attracting and retaining families as an
increasing number of potential and existing employer clients require adherence to accreditation criteria.

We maintain our proprietary curriculum at the forefront of early education practices by introducing elements that respond
to the changing expectations and views of society and new information and theories about the ways in which children learn and
grow. We also believe that strong adult-to-child ratios are a critical factor in delivering our curriculum effectively as well as
helping to facilitate more focused care. Our programs often provide adult-to-child ratios that are more stringent than many
state licensing standards.

Market Leading People Practices

Our ability to deliver consistently high-quality care, education and other services is directly related to our ability to
attract, retain and motivate our highly skilled workforce. We have consistently been named as a top employer by third-party
sources in the United States, the United Kingdom and the Netherlands, including being named as one of the “100 Best Places to
Work” by Fortune Magazine 17 times, as well as a great place to work in the United Kingdom and in the Netherlands by the
Great Place to Work Institute. We have also been named the #1 Best Place to Work by the Boston Globe multiple times,
including most recently in 2016.

We believe the education and experience of our center leaders and teachers exceed the industry average. In addition to
recurring in-center training and partial tuition reimbursement for continuing education, we have developed a training program
that establishes standards for our teachers as well as an in-house online training academy, which allows our employees to earn
nationally-recognized child development credentials.

Capital Efficient Operating Model Provides Platform for Growth with Attractive Economics

We have achieved uninterrupted year-over-year revenue and adjusted EBITDA growth for each of the last 16 years
despite broader macro-economic fluctuations. With employer sponsors funding the majority of the capital required for new
centers developed on their behalf, we have been able to grow our business with limited capital investment, which has
contributed to strong cash flows from operations.

Proven Acquisition Track Record

We have an established acquisition team to pursue potential targets using a proven framework to effectively evaluate
potential transactions with the goal of maximizing our return on investment while minimizing risk. Over the last ten years we
have completed the acquisition of 412 child care centers in the United States, the United Kingdom and the Netherlands, as well
as providers of back-up dependent care services and educational advisory services in the United States.

Our Growth Strategy

We believe that there are significant opportunities to continue to grow our business globally and expand our leadership
position by continuing to execute on the following strategies.

Grow Our Client Relationships

»  Secure Relationships with New Employer Clients. Our addressable market includes approximately 13,000 employers,
each with at least 1,000 employees, within the industries that we currently service in the United States and the United
Kingdom. Our dedicated sales force focuses on establishing new client relationships and is supported by our Horizons
Workforce Consulting practice, which helps potential clients to identify the precise work/life offerings that will best
meet their strategic goals.



*  Cross-Sell and Expand Services to Existing Employer Clients. We believe there is a significant opportunity to increase
the number of our clients that use more than one of our services, and to expand the services we provide to existing
clients. Over the past five years, we have nearly doubled the number of our clients who utilize more than one of our
services to 230 clients as of December 31, 2017.

»  Continue to Expand Through the Assumption of Management of Existing Sponsored Child Care Centers. We
occasionally assume the management of existing centers from the incumbent management, which enables us to
develop new client relationships, typically with no capital investment and no purchase price payment.

Sustain Annual Price Increases to Enable Continued Investments in Quality

We look for opportunities to invest in quality as a way to enhance our reputation with our clients and their employees.
By developing a strong reputation for high-quality services and facilities, we have been able to support consistent price
increases that have kept pace with our cost increases. Over our history, these price increases have contributed to our revenue
growth and have enabled us to drive margin expansion.

Increase Utilization at Existing Centers

In addition to continuing to increase enrollment levels in our more recently opened profit and loss centers, we also look
for opportunities to maximize enrollment at our mature profit and loss centers (centers that have been open for more than three
years, as more fully described below) in order to achieve continued growth and improved center economics.

Selectively Add New Lease/Consortium Centers and Expand Through Selective Acquisitions

We have typically added approximately fifteen new lease/consortium centers (as more fully described below) annually
for the past five years, focusing on urban or city surrounding markets where demand is generally higher and where income
demographics are generally more supportive of a new center. In addition, we have a long track record of successfully
completing and integrating selective acquisitions. The domestic and international markets for child care and other family
support services remain highly fragmented. We will therefore continue to seek attractive opportunities both for center
acquisitions and the acquisition of complementary service offerings.

Our Operations

Our primary operating and reporting segments are full-service center-based child care and back-up dependent care. Full-
service center-based child care includes traditional center-based child care, preschool and elementary education. Back-up
dependent care includes center-based back-up child care, in-home well child care, in-home mildly-ill child care and adult/elder
care. Our remaining operations are included in other educational advisory services.



The following table sets forth our segment information for the periods indicated. Additional segment information is
included in Note 15, “Segment and Geographic Information,” to the consolidated financial statements in Item 8 of this Annual
Report on Form 10-K.

Other
Full Service Back-up Educational
Center-Based Dependent Advisory
Child Care Care Services Total

(In thousands, except percentages)
Year ended December 31, 2017

REVEIUE. ... ee e eee s $ 1,457,754 $ 224264 $ 58887 $ 1,740,905
As a percentage of total revenue..............ccccveeuvcennnnne. 84% 13% 3% 100%
Income from Operations ..........cecveeeeeeereeereeneeeieseeie e $ 130,289  $ 60,373  $ 14,777  $ 205,439
As a percentage of total income from operations .............. 63% 30% 7% 100%
Year ended December 31, 2016

REVENUE. ...t $ 1,321,699 $ 200,106 $ 48,036 $ 1,569,841
As a percentage of total revenue...............occvceuveununnne. 84% 13% 3% 100%
Income from OPerations ...........coeeerverrerrenienieneesueneeenienens $ 129,693  $ 57,620 $ 9925 $ 197,238
As a percentage of total income from operations .............. 66% 29% 5% 100%
Year ended December 31, 2015

REVENUE....c.ooiiiiiiiiiiciiic e $ 1,236,762 $ 181,574  § 40,109  § 1,458,445
As a percentage of total revenue...............cccecevieesennnne. 85% 12% 3% 100%
Income from Operations..........ccceeveveevereveereeeeieeeeeeeeeeenans $ 115149 § 56,891 % 9,562 $§ 181,602
As a percentage of total income from operations .............. 64% 31% 5% 100%

Full-Service Center-Based Child Care Services

We provide our center-based child care services under two general business models: a cost-plus model, where we are paid
a fee by an employer client for managing a child care center on a cost-plus basis; and a profit and loss (“P&L”) model, where
we assume the financial risk of operating a child care center. The P&L model is further classified into two subcategories:

* asponsor model, where we provide child care and early education services on either an exclusive or priority
enrollment basis for the employees of a specific employer sponsor; and

+ alease/consortium model, where we provide child care and early education services to the employees of multiple
employers located within a real estate development (for example, an office building or office park), as well as to
families in the surrounding community.

In both our cost-plus and sponsor P&L models, the development of a new child care center, as well as ongoing
maintenance and repair, is typically funded by an employer sponsor with whom we enter into a multi-year contractual
relationship. In addition, employer sponsors typically provide subsidies for the ongoing provision of child care services for
their employees.

Our full-service center operations are organized into geographic divisions led by a Division Vice President of Center
Operations who, in turn, reports to a Senior Vice President of Center Operations. Each division is further divided into regions,
each supervised by a Regional Manager who oversees the operational performance of approximately six to eight centers and is
responsible for supervising the program quality, financial performance and client relationships. A typical center is managed by
a small administrative team under the leadership of a Center Director. A Center Director has day-to-day operating
responsibility for the center, including training, management of staff, licensing compliance, implementation of curricula,
conducting child assessments and enrollment. Our corporate offices provide centralized administrative support for accounting,
finance, information systems, legal, payroll, risk management, marketing and human resources functions. We follow this
underlying operational structure for center operations in each country in which we operate.

Center hours of operation are designed to match the schedules of employer sponsors and working families. Most of our
centers are open 10 to 12 hours a day with typical hours of operation from 7:00 a.m. to 6:00 p.m., Monday through Friday. We
offer a variety of enrollment options, ranging from full-time to part-time scheduling.

Tuition paid by families varies depending on the age of the child, the child's attendance schedule, the geographic location
and the extent to which an employer sponsor subsidizes tuition. Based on a sample of 360 of our child care and early education
centers in the United States, the current average tuition rates at our centers are $1,900 per month for infants (typically ages
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three to sixteen months), $1,730 per month for toddlers (typically ages sixteen months to three years) and $1,400 per month for
preschoolers (typically ages three to five years). Tuition at most of our child care and early education centers is payable in
advance and is due either monthly or weekly. In most cases, families pay tuition through payroll deductions or through
Automated Clearing House withdrawals.

Revenue per center typically averages between $1.5 million and $1.9 million at our centers in North America, and
averages between $0.9 million and $1.2 million at our centers in Europe, primarily due to the larger average size of our centers
in North America. Gross margin at our centers typically averages between 20% and 25%, with our cost-plus model centers
typically at the lower end of that range and our lease/consortium centers at the higher end.

Cost of services consists of direct expenses associated with the operation of child care and early education centers
primarily comprised of payroll and benefits for personnel, food costs, program supplies and materials, parent marketing and
facilities costs, which include depreciation. Personnel costs are the largest component of a center’s operating costs and
comprise approximately 70% of a center’s operating expenses. In a P&L model center, we are often responsible for additional
costs that are typically paid or provided directly by a client in centers operating under the cost-plus model, such as facilities
costs. As aresult, personnel costs in centers operating under P&L models will often represent a smaller percentage of overall
costs when compared to centers operating under cost-plus models.

Selling, general and administrative expenses (“SGA”) relating to full-service center-based child care consist primarily of
salaries, payroll taxes and benefits (including stock-based compensation costs) for non-center personnel, which includes
corporate, regional and business development personnel, accounting and legal, information technology, occupancy costs for
corporate and regional personnel, management/advisory fees and other general corporate expenses.

Back-Up Dependent Care Services

We provide back-up dependent care services through our full-service centers, our dedicated back-up centers, and through
our Back-Up Care Advantage (“BUCA”) program. BUCA offers access to a contracted network of approximately 3,000 in-
home care agencies and center-based providers in locations where we do not otherwise have centers with available capacity.

Our back-up dependent care division is led by an Executive Vice President of Operations, with a Senior Vice President
leading the BUCA program and a Divisional Vice President leading back-up center operations. The dedicated back-up centers
that we operate are organized in a similar structure to full-service centers, with Regional Managers overseeing approximately
six to eight centers each and with center-based administrative teams that mirror the administrative teams in full-service centers.
The dedicated back-up centers are either exclusive to a single employer or are consortium centers that have multiple employer
sponsors and are part of our BUCA program.

Care is arranged through a 24 hours-a-day contact center, online or via our mobile application, allowing employees to
reserve care in advance or at the last minute. We operate our own contact center in Broomfield, Colorado and we contract with
additional contact centers located in North Carolina, Missouri, and Illinois to complement our ability to handle demand
fluctuations, provide business continuity, and deliver seamless service 24 hours a day.

Back-up dependent care revenue is comprised of fees or subsidies paid by employer sponsors, as well as co-payments
collected from users at the point of service. Cost of services consist of fees paid to providers for care delivered as part of their
contractual relationships with us, personnel and related direct service costs of the contact centers and any other expenses related
to the coordination or delivery of care and service. For our dedicated back-up centers, cost of services also includes all direct
expenses associated with the operation of the centers. SGA related to back-up dependent care is similar to SGA for full-service
care, with additional expenses related to the information technology necessary to operate this service, the ongoing development
and maintenance of the provider network and additional personnel needed as a result of more significant client management
and reporting requirements.

Educational Advisory Services

Our educational advisory services consist of our EdAssist and College Coach services. Educational advisory services
revenue is comprised of fees paid by employer clients and network school partners, as well as retail fees collected from users at
the point of service. Cost of services consist of personnel and direct service costs of the contact centers, and other expenses
related to the coordination and delivery of outsourced tuition reimbursement program management, advisory and counseling
services. SGA related to educational advisory services is similar to SGA for back-up dependent care. The educational advisory
services segment is managed by a Senior Vice President who has responsibility for the growth and profitability of this division.

EdAssist. EdAssist provides tuition reimbursement program management services for corporate clients. Administration
services are provided through a proprietary software system for processing and data analytics, as well as a team of compliance
professionals who audit and process employee's applications for tuition reimbursement and enforce the employer client's
policies. We also provide educational advising to client employees on a one-on-one basis through our team of advisors, who
help employees make better decisions regarding their education. Customer service is also provided through the contact center
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in Broomfield, Colorado. The EdAssist services derive revenue directly from fees paid by employers under contracts that are
typically three years in length.

College Coach. College Coach provides college admissions advisory services through our team of experts, all of whom
have experience working at senior levels in admissions or financial aid at colleges and universities. We work with employer
clients who offer these services as a benefit to their employees, and we also provide these services directly to families on a
retail basis. We have 10 College Coach offices in the United States, located primarily in metropolitan areas, where we believe
the demand for these services is greatest. College Coach derives revenue mainly from employer clients who contract with us
for a specified number of workshops, access to our proprietary online learning center and individual counseling,.

Seasonality

Our business is subject to seasonal and quarterly fluctuations. Demand for child care and early education and elementary
school services has historically decreased during the summer months when school is not in session, at which time families are
often on vacation or have alternative child care arrangements. In addition, our enrollment declines as older children transition
to elementary schools. Demand for our services generally increases in September and October coinciding with the beginning
of the new school year and remains relatively stable throughout the rest of the school year. In addition, use of our back-up
dependent care services tends to be higher when schools are not in session and during holiday periods, which can increase the
operating costs of the program and impact the results of operations. Results of operations may also fluctuate from quarter to
quarter as a result of, among other things, the performance of existing centers, including enrollment and staffing fluctuations,
the number and timing of new center openings, acquisitions and management transitions, the length of time required for new
centers to achieve profitability, center closings, refurbishment or relocation, the contract model mix (P&L versus cost-plus) of
new and existing centers, the timing and level of sponsorship payments, competitive factors and general economic conditions.

Geography

We operate in two primary regions: North America, which includes the United States, Canada and Puerto Rico, and
Europe, which we define to include the United Kingdom, the Netherlands, and India. The following table sets forth certain
financial data for these geographic regions for the periods indicated.

North America Europe and Other Total

(In thousands, except percentages)

Year ended December 31, 2017

REVENUE ... $ 1,353,032 § 387,873  § 1,740,905
As a percentage of total revenue................ccceeceeceeercencenesieneneennn. 78% 22% 100%
Long-lived aSSets, NEt ........c.euririerireeiriieieieieeiie e $ 333,526 % 241,659 $ 575,185
As a percentage of total fixed assets, Nt .............cccccvcervencervenuennne. 58% 42% 100%
Year ended December 31, 2016

REVENUE ... $ 1,277,165  $ 292,676  $ 1,569,841
As a percentage of total revenue..................ccceeceeceeercercesesieneneennn, 81% 19% 100%
Long-lived assets, NEt .......cceoeieririeieiieirie ettt $ 322,267  $ 207,165  $ 529,432
As a percentage of total fixed assets, Net .............ccccecveeevencercenuennne. 61% 39% 100%
Year ended December 31, 2015

REVENUE ..o $ 1,182,629 § 275,816 $ 1,458,445
As a percentage of total FeVERUE..............cceeeeeeeeeeeeieesisiseseseene 81% 19% 100%
Long-lived assets, NEt .......cccceruiereriierieeieieeieee e $ 308,469 $ 121,267  $ 429,736
As a percentage of total fixed assets, Net ..........ccoueeeveeenveecncccnencnn. 72% 28% 100%

Our international business primarily consists of child care centers throughout the United Kingdom and the Netherlands
and is overseen by a Managing Director. As of December 31, 2017, we had a total of 341 centers in Europe and 697 centers in
North America. We completed the disposition of our remaining three centers in Ireland in 2017, and at December 31, 2017, we
no longer operated child care centers in that country.

Marketing

We market our services to prospective employer sponsors, current clients and their employees, and to parents. Our sales
force is organized on both a centralized and regional basis and is responsible for identifying potential employer sponsors,
targeting real estate development opportunities, identifying potential acquisitions and managing the overall sales process. We
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reach out to employers via word of mouth, direct mail campaigns, digital outreach and advertising, conference networking,
webinars and social media. In addition, as a result of our visibility among human resources professionals as a high-quality
dependent care service provider, potential employer sponsors regularly contact us requesting proposals, and we often compete
for employer-sponsorship opportunities through a request for proposal process. Our management team is involved at the
national level with education, work/life and children’s advocacy, and we believe that their prominence and involvement in such
issues also helps us attract new business. We communicate regularly with existing clients to increase awareness of the full suite
of services that we provide for key life stages and to explore opportunities to enhance current partnerships.

We also have a direct-to-consumer (parent) marketing department that supports parent enrollment efforts through the
development of marketing programs, including the preparation of promotional materials. The parent marketing team is
organized on both a centralized and regional basis and works with center directors and our contact centers to build enrollment.
New enrollment is generated by word of mouth, print advertising, direct mail campaigns, digital marketing, parent referral
programs and business outreach. Individual centers may receive assistance from employer sponsors, who often provide access
to channels of internal communication, such as e-mail, websites, intranets, mailing lists and internal publications. In addition,
many employer sponsors promote the child care and early education center as an important employee benefit.

Competition

We believe that we are a leading provider in the markets for employer-sponsored center-based child care and back-up
dependent care. We estimate that we have approximately six times more market share in the United States than our closest
competitors who provide employer-sponsored center-based child care. The market for child care and early education services is
highly fragmented, and we compete for enrollment and for sponsorship of child care and early education centers with a variety
of other businesses including large community-based child care companies, regional child care providers, family day care
(operated out of the caregiver’s home), nannies, for-profit and not-for-profit full- and part-time nursery schools, private schools
and public elementary schools, and not-for-profit and government-funded providers of center-based child care. Our principal
competitors for employer-sponsored centers include KinderCare Education and New Horizons Academy in the United States
and Childbase and Busy Bees in the United Kingdom. Competition for back-up dependent care and educational advising
comes from some of these same competitors in addition to employee assistance programs, and smaller work/life companies.
We compete for enrollment on a center-by-center basis with some of the providers named above, along with many local and
national providers, such as Learning Care Group, Goddard Schools, Primrose Preschools, The Co-operative Childcare,
Smallsteps, and Partou in the United States, the United Kingdom and the Netherlands.

We believe that the key factors in the competition for enrollment are quality of care, site convenience and cost. We
believe that many center-based child care providers are able to offer care at lower prices than we do by utilizing less intensive
adult-to-child ratios and offering their staff lower compensation and limited or less affordable benefits. While our tuition levels
are generally higher than our competitors, we compete primarily based on the convenience of a work-site location and a higher
level of program quality. In addition, many of our competitors may have access to greater financial resources (such as access to
government funding or other subsidies), or may benefit from broader name recognition (such as established regional providers)
or comply, or are required to comply, with fewer or less costly health, safety, and operational regulations than those with which
we comply (such as the more limited health, safety and operational regulatory requirements typically applicable to family day
care operations in caregivers’ homes). We believe that our primary focus on employer clients and track record for achieving
and maintaining high-quality standards distinguishes us from our competitors. We believe we are well-positioned to continue
attracting new employer sponsors due to our extensive service offerings, established reputation, position as a quality leader and
track record of serving major employer sponsors for more than 30 years.

Intellectual Property

We believe that our name and logo have significant value and are important to our operations. We own and use various
registered and unregistered trademarks covering the names Bright Horizons and Bright Horizons Family Solutions, our logo
and a number of other names, slogans and designs. We frequently license the use of our registered trademarks to our clients in
connection with the use of our services, subject to customary restrictions. We actively protect our trademarks by registering the
marks in a variety of countries and geographic areas, including North America, Asia, the Pacific Rim, Europe and Australia.
These registrations are subject to varying terms and renewal options. However, not all of the trademarks or service marks have
been registered in all of the countries in which we do business, and we are aware of persons using similar marks in certain
countries in which we currently do not do business. Meanwhile, we monitor our trademarks and vigorously oppose the
infringement of any of our marks. We do not hold any patents, and we hold copyright registrations for certain materials that are
important to the operation of our business. We generally rely on common law protection for those copyrighted works which are
not critical to the operation of our business. We also license some intellectual property from third parties for use in our
business. Such licenses are not individually or in the aggregate material to our business.
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Regulatory Matters

We are subject to various federal, state and local laws affecting the operation of our business, including various licensing,
health, fire and safety requirements and standards. In most jurisdictions in which we operate, our child care centers are
required by law to meet a variety of operational requirements, including minimum qualifications and background checks for
our teachers and other center personnel. State and local regulations may also impact the design and furnishing of our centers.

Internationally, we are subject to national and local laws and regulations that often are similar to those affecting us in the
United States, including laws and regulations concerning various licensing, health, fire and safety requirements and standards.
We believe that our centers comply in all material respects with all applicable laws and regulations in these countries.

Health and Safety

The safety and well-being of children and our employees is paramount for us. We employ a variety of security measures
at our child care and early education centers, which typically include secure electronic access systems as well as sign-in and
sign-out procedures for children, among other site-specific security measures. In addition, our trained teachers and open center
designs help ensure the health and safety of children. Our child care and early education centers are designed to minimize the
risk of injury to children by incorporating such features as child-sized amenities, rounded corners on furniture and fixtures, age-
appropriate toys and equipment and cushioned fall zones surrounding play structures.

Each center is further guided by policies and procedures that address protocols for safe and appropriate care of children
and center administration. These policies and procedures establish center protocols in areas including the safe handling of
medications, managing child illness or health emergencies and a variety of other critical aspects of care to ensure that centers
meet or exceed all mandated licensing standards. These policies and procedures are reviewed and updated continuously by a
team of internal experts, and center personnel are trained on center practices using these policies and procedures. Our
proprietary We Care system supports proper supervision of children and documents the transitions of children to and from the
care of teachers and parents or from one classroom to another during the day.

Environmental

Our operations, including the selection and development of the properties that we lease and any construction or
improvements that we make at those locations, are subject to a variety of federal, state and local laws and regulations, including
environmental, zoning and land use requirements. In addition, we have a practice of conducting site evaluations on each
freestanding or newly constructed or renovated property that we own or lease. Although we have no known material
environmental liabilities, environmental laws may require owners or operators of contaminated property to remediate that
property, regardless of fault.

Employees

As of December 31, 2017, we had approximately 31,600 employees (including part-time and substitute teachers), of
whom approximately 2,000 were employed at our corporate, divisional and regional offices, and the remainder of whom were
employed at our child care and early education centers. Child care and early education center employees include teachers and
support personnel. The total number of employees includes approximately 10,600 employees working outside of the United
States. We conduct annual surveys to assess employee engagement and overall well-being, and can adjust programs, benefits
offerings, trainings, communications and other support to meet employee needs and enhance retention. We have a long track
record of being named a “Best Place to Work™ by Fortune Magazine in the United States and more recently in the United
Kingdom and the Netherlands based largely upon employee responses to surveys. One child care center, comprised of fewer
than 30 employees, is represented by a labor union. We believe we have a good relationship with the labor union, its
representatives and these employees. We believe our relationships with our employees are good.

Facilities

Our child care and early education centers are primarily operated at work-site locations and vary in design and capacity in
accordance with employer sponsor needs and state and local regulatory requirements. Our North American child care and early
education centers typically have an average capacity of 127 children. Our locations in Europe have an average capacity of 83
children. As of December 31, 2017, our child care and early education centers had a total licensed capacity of approximately
116,000 children, with the smallest center having a capacity of 12 children and the largest having a capacity of approximately
572 children.

We believe that attractive, spacious and child-friendly facilities with warm, nurturing and welcoming atmospheres are an
important element in fostering a high-quality learning environment for children. Our centers are designed to be open and bright
and to maximize supervision visibility. We devote considerable resources to equipping our centers with child-sized amenities,
indoor and outdoor play areas comprised of age-appropriate materials and design, family hospitality areas and computer
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centers. Commercial kitchens are typically only present in those centers where regulations require that hot meals be prepared
on site.

Available Information

We file or furnish reports and other information with the Securities and Exchange Commission (“SEC.”) We make
available, free of charge, on our corporate website www.brighthorizons.com, our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act,”) as soon as reasonably
practicable after such material is electronically filed with or furnished to the SEC. The public may read and copy any materials
we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Information filed
with the SEC is also available at www.sec.gov. References to these websites do not constitute incorporation by reference of the
information contained therein and should not be considered part of this document.

Item 1A. Risk Factors

The following risk factors and other information included in this Annual Report should be carefully considered. Set forth
below are certain risks related to our business, industry and common stock.

Changes in the demand for child care and other dependent care services, which may be negatively affected by economic
conditions, may affect our operating results.

Our business strategy depends on employers recognizing the value in providing employees with child care and other
dependent care services as an employee benefit. The number of employers that view such services as cost-effective or
beneficial to their workforces may not continue to grow at the levels we anticipate or may diminish. In addition, demographic
trends, including the number of two working parent or working single parent families in the workforce, may not continue to
lead to increased demand for our services. Such changes could materially and adversely affect our business and operating
results.

Even among employers that recognize the value of our services, demand may be adversely affected by general economic
conditions. Uncertainty or a deterioration in economic conditions could lead to reduced demand for our services as employer
clients may reduce or eliminate their sponsorship of work and family services, and prospective clients may not commit
resources to such services. In addition, a reduction in the size of an employer’s workforce could negatively impact the demand
for our services and result in reduced enrollment or failure of our employer clients to renew their contracts. A deterioration of
general economic conditions may adversely impact the need for our services because out-of-work parents may decrease or
discontinue the use of child care services, or be unwilling to pay tuition for high-quality services. Additionally, we may not be
able to increase tuition at a rate consistent with increases in our operating costs. If demand for our services were to decrease, it
could disrupt our operations and have a material adverse effect on our business and operating results.

Our business depends largely on our ability to hire and retain qualified teachers.

Our business depends on our ability to attract, train, and retain the appropriate mix of qualified employees. Our industry
traditionally has experienced high turnover rates. In addition, state laws require our teachers and other staff members to meet
certain educational and other minimum requirements, and we often require that teachers and staff at our centers have additional
qualifications. We are also required by state laws to maintain certain prescribed minimum adult-to-child ratios. If we are
unable to hire and retain qualified teachers at a center, we could be required to reduce enrollment or be prevented from
accepting additional enrollment in order to comply with such mandated ratios. In certain markets, we may experience difficulty
in attracting, hiring and retaining qualified teachers, which may require us to offer increased salaries and enhanced benefits.
Increased salaries and enhanced benefits could result in increased costs at centers located in competitive markets. Difficulties
in hiring and retaining qualified personnel may also affect our ability to meet growth objectives in certain geographies and to
take advantage of additional enrollment opportunities at our child care and early education centers in these markets.

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

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

Our substantial indebtedness could adversely affect our financial condition.

We have a significant amount of indebtedness from the issuance of our term loans and borrowings under our revolving
credit facility. Information on our debt is included in “Management's Discussion and Analysis” in Item 7 of this Annual Report
and Note 9, “Credit Arrangements and Debt Obligations,” to our consolidated financial statements in Item 8 of this Annual
Report. Our level of debt could have important consequences, including:

* limiting our ability to obtain additional financing to fund future working capital, capital expenditures, acquisitions or
other general corporate requirements increasing our cost of borrowing;

*  requiring a substantial portion of our cash flow to be dedicated to debt service payments instead of other purposes,
thereby reducing the amount of cash flow available for working capital, capital expenditures, acquisitions and other
general corporate purposes;

* limiting our flexibility in planning for, and reacting to, changes in the industry in which we compete; and

* placing us at a disadvantage compared to other, less leveraged competitors or competitors with comparable debt at
more favorable interest rates.

In addition, borrowings under our senior secured credit facilities bear interest at variable rates. If market interest rates
increase, variable rate debt will create higher debt service requirements, which could adversely affect our cash flows and impact
future earnings. While we have entered into variable-to-fixed interest rate swap agreements limiting our exposure to higher
interest rates on a portion of our debt, and may enter into additional agreements in the future, any such agreements may not
offer complete protection from this risk and may carry additional risks. For information regarding our sensitivity to changes in
interest rates, refer to “Quantitative and Qualitative Disclosures About Market Risk” in Item 7A of Part II of this Annual
Report.

The terms of our indebtedness restrict our current and future operations, particularly our ability to respond to changes or to
take certain actions.

The credit agreement governing our senior secured credit facilities contains a number of restrictive covenants that impose
significant operating and financial restrictions on us and may limit our ability to engage in acts that may be in our long-term
best interest, including restrictions on our ability to incur certain liens, make investments and acquisitions, incur or guarantee
additional indebtedness, pay dividends or make other distributions in respect of, or repurchase or redeem, capital stock, or enter
into certain other types of contractual arrangements affecting our subsidiaries or indebtedness. In addition, the restrictive
covenants in the credit agreement governing our senior secured credit facilities require us to maintain specified financial ratios
and satisfy other financial condition tests, and we expect that the agreements governing any new senior secured credit facilities
will contain similar requirements to satisfy financial condition tests and, with respect to any new revolving credit facility,
maintain specified financial ratios, subject to certain conditions. Our ability to meet those financial ratios and tests can be
affected by events beyond our control.

A breach of the covenants under the credit agreement governing our senior secured credit facilities, or any replacement
facility, could result in an event of default unless we obtain a waiver to avoid such default. If we are unable to obtain a waiver,
we may suffer adverse effects on our operations, business and financial condition, and such a default may allow the creditors to
accelerate the related debt and may result in the acceleration of or default under any other debt to which a cross-acceleration or
cross-default provision applies. In the event our lenders accelerate the repayment of our borrowings, we and our subsidiaries
may not have sufficient assets to repay that indebtedness.

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

Acquisitions are an integral part of our growth strategy. Acquisitions involve numerous risks, including potential
difficulties in the integration of acquired operations, such as bringing new centers through the re-licensing or accreditation
processes, successfully implementing our curriculum programs, diversion of management’s attention and resources in
connection with an acquisition and its integration, loss of key employees of the acquired operations, and failure of acquired
operations to effectively and timely adopt our internal control processes and other policies. Additionally, the financial and
strategic goals that were contemplated at the time of the transaction may not be realized due to increased costs, undisclosed
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liabilities not covered by insurance or by the terms of the acquisition, write-offs or impairment charges relating to goodwill and
other intangible assets, and other unexpected integration costs. We also may not have success in identifying, executing and
integrating acquisitions in the future. The occurrence of any of these risks could have an impact on our business, results of
operation, financial condition or cash flows, particularly in the event of a larger acquisition or concurrent acquisitions.

Breaches in data security and other information technology interruptions could adversely affect our financial condition and
operating results.

For various operational needs, we collect and store certain personal information from our clients, the families and
children we serve, and our employees, including credit card information, which may expose us to increased risk of privacy and/
or security breaches as well as increased vulnerability to cyber-attacks. We utilize third-party vendors and electronic payment
methods to process and store some of this information. While we have policies and practices that protect our data, failure of
these systems to operate effectively or a compromise in the security of our systems that results in unauthorized persons or
entities obtaining personal information could materially and adversely affect our reputation and our operations, operating
results, and financial condition. Breaches in our data security, those of our affiliates or other third-parties, could expose us to
risks of data loss, inappropriate disclosure of confidential or proprietary information, litigation or the imposition of penalties
against us, liability, and could result in a disruption of our operations. Any relating negative publicity could significantly harm
our reputation and could materially and adversely affect our business and operating results.

In addition, as the regulatory environment related to information security, data collection and use, and privacy becomes
increasingly rigorous, with new and changing requirements applicable to our business, including the European Union’s General
Data Protection Regulation, compliance with those requirements could result in additional costs and failure to comply with
such regulations could result in significant penalties and damages which could materially and adversely affect our business and
financial condition.

The growth of our business may be adversely affected if we do not implement our growth strategies and initiatives
successfully.

Our ability to grow in the future will depend upon a number of factors, including the ability to develop and expand new
and existing client relationships, to continue to provide and expand the high-quality services we offer, to hire and train qualified
personnel, and to expand and grow in existing and future markets. Achieving and sustaining growth requires the successful
execution of our growth strategies, which may require the implementation of enhancements to operational and financial
systems, expanded sales and marketing capacity, and additional or new organizational resources. We may be unable to manage
our expanding operations effectively, or we may be unable to maintain or accelerate our growth.

Changes in laws and regulations could impact the way we conduct business.

Our child care and early education centers are subject to numerous national, state and local regulations and licensing
requirements. Although these regulations vary greatly from jurisdiction to jurisdiction, government agencies generally review,
among other issues, the adequacy of buildings and equipment, licensed capacity, the ratio of adults to children, educational
qualifications and training of staff, record keeping, dietary program, daily curriculum, hiring practices and compliance with
health and safety standards. Failure of a child care or early education center to comply with applicable regulations and
requirements could subject it to governmental sanctions, which can include fines, corrective orders, probation or, in more
serious cases, suspension or revocation of one or more of our child care centers’ licenses to operate, and require significant
expenditures to bring those centers into compliance.

Our continued profitability depends on our ability to pass on our increased costs to our customers.

Hiring and retaining key employees and qualified personnel, including teachers, is critical to our business. Because we
are primarily a service business, inflationary factors and regulatory changes that contribute to wage and benefits cost increases
result in significant increases in the costs of running our business. Although we expect to pay employees at rates above the
minimum wage, increases in the statutory minimum wage rates could result in a corresponding increase in the wages and
benefits we pay to our employees. Additionally, increased competition for teachers in certain markets could result in significant
increases in the costs of running our business. Further, employee organizing efforts could also increase our payroll and benefits
expenses. Our success depends on our ability to continue to pass along these costs to our customers and to meet our changing
labor needs while controlling costs. In the event that we cannot increase the cost of our services to cover these higher wage and
benefit costs without reducing customer demand for our services, our revenues could be adversely affected, which could have a
material adverse effect on our financial condition and results of operations, as well as our growth.

Our business activities subject us to litigation risks that may lead to significant reputational damage, monetary damages and
other remedies and increase our litigation expense.

Because of the nature of our business, we may be subject to claims and litigation alleging negligence, inadequate
supervision, illegal, inappropriate or abusive behavior, or other grounds for liability arising from injuries or other harm to the
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people we serve, primarily children. We may also be subject to employee claims based on, among other things, discrimination,
harassment or wrongful termination. These claims and lawsuits could result in damages and other costs that our insurance may
be inadequate to cover. In addition to diverting our management resources, such allegations may result in publicity that may
materially and adversely affect us and our brands, regardless of the validity of such allegations. Any such claim or the publicity
resulting from claims may have a material adverse effect on our business, reputation, results of operations and financial
condition including, without limitation, adverse effects caused by increased cost or decreased availability of insurance and
decreased demand for our services from employer sponsors and families.

Our international operations may be subject to additional risks related to litigation, including difficulties enforcing
contractual obligations governed by foreign law due to differing interpretations of rights and obligations, limitations on the
availability of insurance coverage and limits, compliance with multiple and potentially conflicting laws, new and potentially
untested laws and judicial systems and reduced or diminished protection of intellectual property. A substantial judgment
against us or one of our subsidiaries could materially and adversely affect our business and operating results.

The success of our operations in international markets is highly dependent on the expertise of local management and
operating staff, as well as the political, social, legal and economic operating conditions of each country in which we operate.

The success of our business depends on the actions of our employees. In our international locations, we are highly
dependent on our local management and operating staff to operate our centers in these markets in accordance with local law and
best practices. If the local management or operating staff were to leave our employment, we would have to expend significant
time and resources building up our management or operational expertise. Such a transition could adversely affect our
reputation in these markets and could materially and adversely affect our business and operating results.

We are subject to inherent risks attributed to operating in a global economy. As of December 31, 2017, we had 343
centers located in four foreign countries. If the international markets in which we compete are affected by changes in political,
social, legal, economic, or other factors, such as the economic uncertainty resulting from the United Kingdom's exit from the
European Union (commonly referred to as “Brexit”), our business and operating results may be materially and adversely
affected. Our international operations may subject us to additional risks that differ in each country in which we operate, and
such risks may negatively affect our results. The factors impacting the international markets in which we operate may include
changes in laws and regulations affecting the operation of child care centers, the imposition of restrictions on currency
conversion or the transfer of funds, or increases in the taxes paid and other changes in applicable tax laws.

Our business is exposed to fluctuations in foreign currency exchange rates, which could adversely impact our results.

As a multinational company, we conduct our business in a variety of markets and are therefore subject to market risk for
changes in foreign currency exchange rates. Instability in European financial markets or other events, such as the economic
uncertainty resulting from Brexit, could cause fluctuations in exchange rates that may adversely affect our revenues and net
earnings. Approximately 22% of our revenue was generated outside the United States in 2017. While most of our revenues,
costs and debts are denominated in U.S. dollars, revenues and costs from our operations outside of the United States are
denominated in the currency of the country in which the center is located, and these currencies could become less valuable as a
result of exchange rate fluctuations. Changes in foreign currency exchange rates could materially and adversely affect our
business and operating results.

Changes in our relationships with employer sponsors may affect our operating results.

We derive a significant portion of our business from child care and early education centers associated with employer
sponsors for whom we provide these services at single or multiple sites pursuant to contractual arrangements. Our contracts
with employers for full service center-based child care typically have terms of three to ten years, and our contracts related to
back-up dependent care and educational advisory services typically have terms of one to three years. While we have a history
of consistent contract renewals, we may not experience a similar renewal rate in the future. The termination or non-renewal of
a significant number of contracts or the termination of a multiple-site client relationship could have a material adverse effect on
our business, results of operations, financial condition or cash flows.

Significant increases in the costs of insurance or of insurance claims or our deductibles may negatively affect our
profitability.

We currently maintain the following major types of commercial insurance policies: workers’ compensation, commercial
general liability (including coverage for sexual and physical abuse), professional liability, automobile liability, excess and
“umbrella” liability, commercial property coverage, student accident coverage, employment practices liability, commercial
crime coverage, fiduciary liability, privacy breach/cyber liability and directors’ and officers’ liability. These policies are subject
to various limitations, exclusions and deductibles. A portion of our general liability coverage is provided by our wholly-owned
captive insurance entity. To date, we have been able to obtain insurance in amounts we believe to be appropriate. However,
there is no assurance that our insurance, particularly coverage for sexual and physical abuse, will adequately cover our claims,
may not continue to be readily available to us in the form or amounts we have been able to obtain in the past, or our insurance
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premiums could materially increase in the future as a consequence of conditions in the insurance business or in the child care
industry.

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

Our success depends on the efforts, abilities and continued services of our executive officers and other key employees.
We believe future success will depend upon our ability to continue to attract, motivate and retain highly-skilled managerial,
sales and marketing, divisional, regional and child care and early education center director personnel. Failure to retain our
leadership team and attract and retain other important personnel could lead to disruptions in management and operations, which
could affect our business and operating results.

Our operating results are subject to seasonal fluctuations.

Our revenue and results of operations fluctuate with the seasonal demands for child care and the other services we
provide. Revenue in our child care centers that have mature operating levels typically declines during the third quarter due to
decreased enrollments over the summer months as families withdraw children for vacations and older children transition into
elementary schools. In addition, use of our back-up services tends to be higher when school is not in session and during
holiday periods, which can increase the operating costs of the program and impact results of operations. We may be unable to
adjust our expenses on a short-term basis to minimize the effect of these fluctuations in revenue. Our quarterly results of
operations may also fluctuate based upon the number and timing of child care center openings and/or closings, acquisitions, the
performance of new and existing child care and early education centers, the contractual arrangements under which child care
centers are operated, the change in the mix of such contractual arrangements, competitive factors and general economic
conditions. The inability of existing child care centers to maintain their current enrollment levels and profitability, the failure of
newly opened child care centers to contribute to profitability and the failure to maintain and grow our other services could
result in additional fluctuations in our future operating results on a quarterly or annual basis.

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

We compete for enrollment and sponsorship of our child care and early education centers in a highly-fragmented market.
For enrollment, we compete with family child care (operated out of the caregiver’s home) and center-based child care (such as
residential and work-site child care centers, full- and part-time nursery schools, private and public elementary schools and
church-affiliated and other not-for-profit providers). In addition, substitutes for organized child care, such as relatives and
nannies caring for children, can represent lower cost alternatives to our services. For sponsorship, we compete primarily with
large community-based child care companies with divisions focused on employer sponsorship and with regional child care
providers who target employer sponsorship. We believe that our ability to compete successfully depends on a number of
factors, including quality of care, site convenience and cost. We often face a price disadvantage to our competition, which may
have access to greater financial resources, greater name recognition or lower operating or compliance costs. In addition, certain
competitors may be able to operate with little or no rental expense and sometimes do not comply or are not required to comply
with the same health, safety and operational regulations with which we comply. Therefore, we may be unable to continue to
compete successfully against current and future competitors.

Our tax rate is dependent on a number of factors, a change in any of which could impact our future tax rates and net
income.

As a global company, we are subject to income and other taxes in the U.S. and foreign jurisdictions, and our future tax
rates and operations may be adversely affected by a number of factors, including changes in tax laws or the interpretation of
such tax laws in the various jurisdictions in which we operate; changes in the estimated realization of our deferred tax assets
and settlement of our deferred tax liabilities; the jurisdictions in which profits are determined to be earned and taxed;
incremental taxes upon repatriation of non-U.S. earnings; adjustments to estimated taxes upon finalization of various tax
returns; increases in expenses that are not deductible for tax purposes, including impairment of goodwill in connection with
acquisitions; changes in available tax credits; and the resolution of issues arising from tax audits with various tax authorities.
Losses for which no tax benefits can be recorded could materially impact our tax rate and its volatility from one quarter to
another. Any significant change in our jurisdictional earnings mix or in the tax laws in those jurisdictions could impact our
future tax rates and net income in those periods. In addition, on December 22, 2017, the Tax Cuts and Jobs Act (“Tax Act”)
was signed into law. While we have estimated the effects of the Tax Act, we continue to refine those estimates with the
possibility they could change, and those changes could be material. Any increases in income tax rates or changes in income tax
laws could have a material adverse impact on our financial results.

We cannot guarantee that we will repurchase our common stock pursuant to our stock repurchase program or that our stock
repurchase program will enhance long-term stockholder value. Stock repurchases could also increase the volatility of the
price of our common stock and could diminish our cash reserves.

On August 2, 2016, our board of directors authorized a share repurchase program pursuant to which the Company was
authorized to repurchase shares of our common stock up to a total repurchase price of $300 million. Although our board of
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directors has authorized the stock repurchase program, the stock repurchase program does not obligate us to repurchase any
specific dollar amount or to acquire any specific number of shares and may be suspended or terminated at any time. Stock may
be purchased from time to time, in the open market or through private transactions, subject to market conditions, in compliance
with applicable state and federal securities laws. The timing and amount of repurchases, if any, will depend upon several
factors, including market and business conditions, restrictions in our debt agreements, the trading price of our common stock
and the nature of other investment opportunities. In addition, repurchases of our common stock pursuant to our stock
repurchase program could affect the market price of our common stock or increase its volatility. For example, the existence of
a stock repurchase program could cause our stock price to be higher than it would be in the absence of such a program and
could potentially reduce the market liquidity for our stock. Additionally, our stock repurchase program could diminish our cash
reserves, which may impact our ability to finance future growth and to pursue possible future strategic opportunities and
acquisitions. There can be no assurance that any stock repurchases will enhance stockholder value because the market price of
our common stock may decline below the levels at which we determine to repurchase our stock. Although our stock repurchase
program is intended to enhance long-term stockholder value, there is no assurance that it will do so and short-term stock price
fluctuations could reduce the program’s effectiveness.

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

National, state or local child care benefit programs comprised primarily of subsidies in the form of tax credits or other
direct government financial aid provide us opportunities for expansion in additional markets. However, a universal benefit with
governmentally mandated or provided child care could reduce the demand for early care services at our existing child care and
early education centers due to the availability of lower cost care alternatives or could place downward pressure on the tuition
and fees we charge, which could adversely affect our revenues and results of operations.

A regional or global health pandemic or other catastrophic event could severely disrupt our business.

A regional or global health pandemic, depending upon its duration and severity, could severely affect our business.
Enrollment in our child care centers could experience sharp declines as families might avoid taking their children out in public
in the event of a health pandemic, and local, regional or national governments might limit or ban public interactions to halt or
delay the spread of diseases causing business disruptions and the temporary closure of our centers. Additionally, a health
pandemic could also impair our ability to hire and retain an adequate level of staff. A health pandemic may have a
disproportionate impact on our business compared to other companies that depend less on the performance of services by
employees.

Other unforeseen events, including war, terrorism and other international, regional or local instability or conflicts
(including labor issues), embargoes, natural disasters such as earthquakes, tsunamis, hurricanes, or other adverse weather and
climate conditions, whether occurring in the United States or abroad, could disrupt our operations or result in political or
economic instability. Enrollment in our child care centers could experience sharp declines as families might avoid taking their
children out in public as a result of one or more of these events.

Our stock price could be extremely volatile, and, as a result, you may not be able to resell your shares at or above the price
you paid for them.

Since our IPO in January 2013, the price of our common stock, as reported on the New York Stock Exchange, has ranged
from a low of $27.50 on January 25, 2013 to a high of $98.84 on February 1, 2018. In addition, the stock market in general can
be highly volatile. As a result, the market price of our common stock is likely to be similarly volatile, and investors in our
common stock may experience a decrease, which could be substantial, in the value of their stock, including decreases unrelated
to our operating performance or prospects, and could lose part or all of their investment. The price of our common stock could
be subject to wide fluctuations in response to a number of factors, including those described elsewhere herein and others such
as:

*  variations in our operating performance and the performance of our competitors;
* actual or anticipated fluctuations in our quarterly or annual operating results;
*  publication of research reports by securities analysts about us, our competitors, or our industry;

»  our failure or the failure of our competitors to meet analysts’ projections or guidance that we or our competitors may
give to the market;

* additions and departures of key personnel;

»  strategic decisions by us or our competitors, such as acquisitions, divestitures, spin-offs, joint ventures, strategic
investments, or changes in business strategy;

»  the passage of legislation or other regulatory developments affecting us or our industry;
*  speculation in the press or investment community;

»  changes in accounting principles;
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»  terrorist acts, acts of war, or periods of widespread civil unrest;
e natural disasters and other calamities; and

» changes in general market and economic conditions.

In the past, securities class action litigation has often been initiated against companies following periods of volatility in
their stock price. This type of litigation could result in substantial costs and divert our management’s attention and resources,
and could also require us to make substantial payments to satisfy judgments or to settle litigation.

Your percentage ownership in us may be diluted by future issuances of capital stock, which could reduce your influence
over matters on which stockholders vote.

Pursuant to our restated bylaws, our board of directors has the authority, without action or vote of our stockholders, to
issue all or any part of our authorized but unissued shares of common stock, including shares issuable upon the exercise of
options, or shares of our authorized but unissued preferred stock. Issuances of common stock or voting preferred stock would
reduce your influence over matters on which our stockholders vote and, in the case of issuances of preferred stock, would likely
result in your interest in us being subject to the prior rights of holders of that preferred stock.

There may be sales of a substantial amount of our common stock by our current stockholders, and these sales could cause
the price of our common stock to fall.

As of February 16, 2018, there were 58,566,024 shares of common stock outstanding. We have stockholders who each
presently beneficially own more than 5% of our outstanding common stock. Sales of substantial amounts of our common stock
in the public market, or the perception that such sales will occur, could adversely affect the market price of our common stock.

In addition, certain holders of shares of our common stock may require us to register their shares for resale under the
federal security laws, and holders of additional shares of our common stock would be entitled to have their shares included in
any such registration statement, all subject to reduction upon the request of the underwriter(s) of the offering, if any.
Registration of those shares would allow the holders to immediately resell their shares in the public market. Any such sales or
anticipation thereof could cause the market price of our common stock to decline.

In addition, we have registered 5 million shares of common stock that are reserved for issuance under our 2012 Omnibus
Long-Term Incentive Plan. As of December 31, 2017, there were approximately 1.8 million shares of common stock available
for grant.

Provisions in our charter documents and Delaware law may deter takeover efforts that could be beneficial to stockholder
value.

Our certificate of incorporation and restated bylaws and Delaware law contain provisions that could make it harder for a
third party to acquire us, even if doing so might be beneficial to our stockholders. These provisions include a classified board
of directors and limitations on actions by our stockholders, including the need for super majority approval to amend, alter,
change or repeal specified provisions of our certificate of incorporation and bylaws, a prohibition on the ability of our
stockholders to act by written consent and certain limitations on the ability of our stockholders to call a special meeting. In
addition, our board of directors has the right to issue preferred stock without stockholder approval that could be used to dilute a
potential hostile acquiror. Our certificate of incorporation also imposes some restrictions on mergers and other business
combinations between us and any holder of 15% or more of our outstanding common stock other than Bain Capital Partners.
As aresult, you may lose your ability to sell your stock for a price in excess of the prevailing market price due to these
protective measures, and efforts by stockholders to change the direction or management of the Company may be unsuccessful.

Our certificate of incorporation designates the Court of Chancery of the State of Delaware as the sole and exclusive forum
for certain types of actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’
ability to obtain a favorable judicial forum for disputes with us or our directors, officers or employees.

Our certificate of incorporation provides that, subject to limited exceptions, the Court of Chancery of the State of
Delaware will be the sole and exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action
asserting a claim of breach of a fiduciary duty owed by any of our directors, officers or other employees to us or our
stockholders, (iii) any action asserting a claim against us arising pursuant to any provision of the Delaware General Corporation
Law, our certificate of incorporation or our bylaws, or (iv) any other action asserting a claim against us that is governed by the
internal affairs doctrine. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock shall
be deemed to have notice of and to have consented to the provisions of our certificate of incorporation described above. This
choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for
disputes with us or our directors, officers or other employees, which may discourage such lawsuits against us and our directors,
officers and employees. Alternatively, if a court were to find these provisions of our certificate of incorporation inapplicable to,
or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur additional costs
associated with resolving such matters in other jurisdictions, which could adversely affect our business and financial condition.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

We lease approximately 89,000 square feet of office space for our corporate headquarters in Watertown, Massachusetts
under an operating lease that expires in 2020, with two ten year renewal options. We also lease approximately 50,000 square
feet for our contact center in Broomfield, Colorado, as well as spaces for regional administrative offices including locations in
Rushden and London in the United Kingdom, and Amsterdam, in the Netherlands.

As of December 31, 2017, we operated 1,038 child care and early education centers in 42 U.S. states and the District of
Columbia, Puerto Rico, the United Kingdom, Canada, the Netherlands and India, of which 108 were owned, with the remaining
centers being operated under leases or operating agreements. Leases typically have initial terms ranging from 10 to 15 years
with various expiration dates, often with renewal options. The following table summarizes the locations of our child care and
early education centers as of December 31, 2017:

Number of Number of

Location Centers Location Centers
United States:
Alabama .......ccoeviiieieieee e 2 MONEANA <....veveieeeeeiiere ettt 2
ALASKA .o 1 NEbIasKa ....c.eeveeeieiiiieieeiere e 4
ATIZONA. .ottt 9 NEVAAA .o 2
California .......eeeveeveeeieciierieeeee e 77 New Hampshire ........cccccoeveviiiienicieeeieeeieee 3
COolorado......eeveeeieiieieee e 16 NEW JEISEY c.veeuririeiieiieie ettt 47
CONNECHICUL ...t 17 NEeW YOrK ..oveeiiiieieeieeeee e 57
DEIaWarE ......coveevivieieciieiee ettt 5 North Caroling .........ccceeeeveveieiirieeieeceeeeeeene 18
District of Columbia ..........ccoeeveeieriieieiiieieeene 19 ORNI0...eii ettt 5
FIOrida....c.o oo 34 OKIahoma........c.cociieiiecie e
GOIZIA vttt 25 OFCEOMN....eiviiirieiiecteeeeeieete ettt eeeeseeeae e ereens 1
THHNOIS oot 47 Pennsylvania ..........ccccoeieieeieiinieeeee e 57
INdiaNa......cceeieeieeeeee e 7 Puerto RiCO.....oooieiiieeeeeee e 1
TOWa ittt 8 Rhode Island ...........cceviiieviiiiniecieieceeieeveeiee 1
Kentucky .....ccoeeeimirinirinenenicneeccecee 6 South Caroling ......c.ccceevevevinerinirneneceecne 5
LoUiSiana......ccuevveeieieiieieice e 3 South Dakota.........ccceeeerierieiieieieeeeee e 2
MAINE ..ottt 1 TENNESSEE ....eevvieveeeiiieeiecieete et 3
Maryland..........cceeeeveenieieeee e 14 TEXAS 1ottt 34
MasSaChUSELLS .....ocveeeeeieieeeieieeiee e 62 UtaN o 4
MIChIZAN ... 13 VIIZINIA oot 21
MINNESOtA.....evieieiieieiieie et 9 Washington ..........cceeeveeeriieiienieie e 29
IMISSISSIPPT cvvenveenveveeieniieieeieee et e eeeeseeeee e 1 West VIrZIinia......ocveeeeeeeniieieneeresieie e 2
IMISSOULT .ottt 8 WISCONSIN....cvvieiiiiieiiieeieie ettt eve e 9

Total number of centers in the United States 695
CANAAA ... eeeeiietie ettt ettt et e ettt e ette e teeesbeeaseeeateesaesaeeabeaeaseeabt e saeeaseeatteenstesteesseeesseenseensaaasseeteeensaenseeesseeasaeasreans 2
UNIEEA KINGAOMN ...ttt et ettt et e e st e teeseeebeessesaeessesseessesssasseessessaeseasseeseesseensesasenseessessenssesens 298
B[S 0T 4 15T USSR 41
TIUAEA. ettt e et e et e e b e e etee e te e bt eaateeabeeeteeabaetbeeateeatteebaensteesbeeesseenseensaaasseeseeensaanseeesaeeaseensraans 2

Total number of centers .........ccoceevveveeeieneeennns 1,038

We believe that our properties are generally in good condition, are adequate for our operations, and meet or exceed the
regulatory requirements for health, safety and child care licensing established by the governments where they are located.

Item 3. Legal Proceedings

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

Item 4. Mine Safety Disclosures

None.

Executive Officers of the Registrant
Set forth below is certain information about our executive officers. Ages are as of December 31, 2017.

David H. Lissy, age 52, has served as Executive Chairman of the Company since January 2018 and as a director of the
Company since 2001. Mr. Lissy served as Chief Executive Officer of the Company from January 2002 to January 2018.
Previously he served as Chief Development Officer of the Company from 1998 until January 2002 and as Executive Vice
President from June 2000 to January 2002. He joined Bright Horizons in August 1997 and served as Vice President of
Development until the merger with CorporateFamily Solutions, Inc. in July 1998. Prior to joining Bright Horizons, Mr. Lissy
served as senior vice president/general manager at Aetna U.S. Healthcare in the New England region. Prior to that Mr. Lissy
held a similar role at US Healthcare, Inc. prior to that company’s acquisition by Aetna. Mr. Lissy currently serves on the
boards of Altegra Health, Jumpstart and Ithaca College.

Stephen H. Kramer, age 47, has served as Chief Executive Officer and a director of the Company since January 2018 and
as President of the Company since January 2016. Mr. Kramer served as the Chief Development Officer from January 2014
until January 2016 and as Senior Vice President, Strategic Growth & Global Operations from January 2010 until December
2013. He served as Managing Director, Europe based in the United Kingdom from January 2008 until December 2009. He
joined Bright Horizons in September 2006 through the acquisition of College Coach, which he co-founded and led for eight
years. Previously he was an Associate at Fidelity Ventures, the venture capital arm of Fidelity Investments and a consultant
with Arthur D. Little.

Mandy Berman, age 47, has served as the Executive Vice President and Chief Administrative Officer of the Company
since January 2016. From January 2014 until December 2015, Ms. Berman served as Executive Vice President, Back-up and
Global Operations and, from September 2005 to December 2013, she served as Vice President, Back-up Care Operations and
then Senior Vice President, Back-up Care Operations. Ms. Berman joined Bright Horizons through the acquisition of
ChildrenFirst, Inc. in 2005 and as Vice President of Special Projects. Prior to joining Bright Horizons, Ms. Berman was part of
the founding team for Project Achieve, a provider of management information systems for charter and public schools, and was
a management consultant for the Parthenon Group.

Elizabeth J. Boland, age 58, has served as Chief Financial Officer of the Company since June 1999. Ms. Boland joined
Bright Horizons in September 1997 and served as Chief Financial Officer and, subsequent to the merger between Bright
Horizons and CorporateFamily Solutions, Inc. in July 1998, served as Senior Vice President of Finance for the Company until
June 1999. From 1994 to 1997, Ms. Boland was chief financial officer of The Visionaries, Inc., an independent television
production company. From 1990 to 1994, Ms. Boland served as vice president-finance for Olsten Corporation, a publicly
traded provider of home-health care and temporary staffing services. From 1981 to 1990, she worked on the audit staff at Price
Waterhouse, LLP in Boston, completing her tenure as a senior audit manager.

Mary Lou Burke Afonso, age 53, has served as Chief Operating Officer, North America Center Operations of the
Company since January 2016 and is a 20-year veteran of the Company. Ms. Burke Afonso served as the Company’s Executive
Vice President of North America Center Operations from January 2014 until December 2015 and, from January 2005 to
December 2013, she served as Senior Vice President, Client Relations. Prior to that she has served in a variety of leadership
positions in Finance, Center Operations, Business Operations, Client Relations, and College Coach. Prior to joining Bright
Horizons in 1995, Ms. Burke Afonso served as the controller for BOSE Corporation in France and controller of their retail
division in the U.S. She also worked on the audit staff at Price Waterhouse, LLP in Boston.

Stephen 1. Dreier, age 75, has served as Executive Vice President and Secretary of the Company since January 2016. He
joined Bright Horizons as Vice President and Chief Financial Officer in August 1988 and became its Secretary in November
1988 and Treasurer in September 1994. Mr. Dreier served as Bright Horizons’ Chief Financial Officer and Treasurer until
September 1997, at which time he was appointed to the position of Chief Administrative Officer. Mr. Dreier served as Chief
Administrative Officer of the Company from 1997 until December 2015. From 1976 to 1988, Mr. Dreier was Senior Vice
President of Finance and Administration for the John S. Cheever/Paperama Company.
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PART I

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

Principal Market

Our common stock has been listed on the NYSE under the symbol “BFAM?” since January 25, 2013. Prior to that time,
there was no public market for our common stock. The following tables set forth the high and low sales prices of our common
stock for each of the fiscal quarters ended March 31, June 30, September 30 and December 31 for the past two fiscal years as
reported on the NYSE.

2017: High Low

FAESE QUATTET ...ttt ettt ettt eae et s et e e ee e e s s e s e e neeseses e ssesesene s eseseneneesesenensnas $ 7251 $ 65.00
SECONA QUAITET.......cvieitieietieeeteetete et ete et ete et e et e et e e e teaseteseebe e ebe s ese s es e s esa s esessesessesseseseesesesbesessessssessane $ 81.23 $ 69.48
TRILA QUATTET «..eevveeeeeeeeete ettt ettt ettt ettt e et ete et et e e e e te et eae et eae et ess et eas et essesessetesseseesesessesessesesseanas $ 86.30 § 75.65
FOUMTR QUATTET .. ...eveeitceietee ettt ettt ettt ettt ettt et e esassesesseseeseseeseseesesesseseesesssessenas $ 9582 $ 84.38
2016: High Low

FAIST QUATTET ...ttt ettt ettt ettt ettt et te et eseetese e e ete et ese et e st ess et esseseaseseasessesensesessesesseseasanin $ 70.59 $ 60.18
SECONA UATTET.......veeieeeeeteee ettt ettt et te ettt e et e e et e e et eaeetese et easete s eseeese s ese s ete s esnasess et esesteseesesnans $ 67.44 $ 63.15
TRIEA QUAITET ..ottt ettt e et s s ea e e ae e et ee e e e et eneee s esene s eseses e s s seseneesnseseneanas $ 69.95 $ 63.40
FOUITR QUATTET ...ttt ettt ettt et s et s st sess et s esasa s s ses e s s esesessesssesnsnsnas $ 72.80 $ 59.00

As of February 16, 2018, there were 28 holders of record of our common stock.
Dividend Policy

There were no cash dividends paid on our common stock during the past two fiscal years. Our board of directors does
not currently intend to pay regular dividends on our common stock. However, we expect to reevaluate our dividend policy on a
regular basis and may, subject to compliance with the covenants contained in our senior secured credit facilities and other
considerations, determine to pay dividends in the future.

Issuer Purchases of Equity Securities

The following table sets forth information regarding purchases of our common stock during the three months ended
December 31, 2017:

Approximate
Dollar Value of
Shares that
Total Number of May Yet Be
Shares Purchased  Purchased Under
Total Number  Average Price as Part of Publicly the Plans or
of Shares Paid per Announced Plans Programs
Period Purchased Share or Programs (1) (In thousands) (1)
October 1, 2017 to October 31, 2017 .......ccoeeveeneeee. — 3 — — § 207,868
November 1, 2017 to November 30, 2017 ............... 1,000,000 $ 87.26 1,000,000 $ 120,608
December 1, 2017 to December 31, 2017 ................ — 5 — — $ 120,608

1,000,000 1,000,000

(1) On August 2, 2016, the board of directors of the Company authorized a share repurchase program of up to $300 million of our common
stock, effective August 5, 2016. The share repurchase program, which has no expiration date, replaced the prior February 4, 2015
authorization. The share repurchases during the three months ended December 31, 2017 were purchased in November 2017 in a single block
trade in connection with an underwritten secondary offering. All repurchased shares have been retired.
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Equity Compensation Plans

The following table provides information as of December 31, 2017 with respect to shares of our common stock that may

be issued under existing equity compensation plans.

Number of
Securities to be Weighted Average Number of Securities
Issued Upon Exercise Exercise Price Remaining Available For Future
of Outstanding of Outstanding Issuance under Equity Compensation
Options, Warrants Options, Warrants Plans (excluding securities reflected in

and Rights (1) and Rights (1) column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved by
security holders ..........ccoeeeieiiiciieciene. 3,092,678 $ 42.15 1,774,790
Equity compensation plans not
approved by security holders.................. — — —
Total. e 3,092,678 $ 42.15 1,774,790

(1) The number of securities includes 36,886 shares that may be issued upon the settlement of restricted stock units. The restricted stock
units are excluded from the weighted average exercise price calculation.

Performance Graph

The following performance graph and related information shall not be deemed to be “soliciting material” or to be “filed”’
with the SEC, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933, as
amended, or the Exchange Act, except to the extent that the Company specifically incorporates it by reference into such filing.

The following graph compares the total return to stockholders on our common stock from January 25, 2013, the date our
stock became listed on the NYSE, through December 31, 2017, relative to the total return of the following:

+ the New York Stock Exchange Composite Index;

*  the Russell Midcap Growth Index. In 2017, Bright Horizons selected a new peer group index as a comparable for the
year ended December 31, 2017 due to merger and acquisition activity and business model changes in certain of the
underlying companies included in the Old Peer Group (see below for composition) that resulted in such Old Peer
Group no longer being considered an appropriate comparable. As there is a lack of public company comparables in
our industry, with most of our peers operating as private companies or divisions of larger diversified companies, there
is no widely recognized published industry indices. We determined that an equity index for companies with similar
market capitalization and growth objectives would provide for a more appropriate peer group and we believe the
Russell Midcap Growth index will provide a better and more consistent comparison to the Company. The Russell
Midcap Growth Index is a subset of the Russell 1000 Index and is composed of select companies from the 800
smallest companies of the Russell 1000 Index that display higher forecasted growth values.

« the old (previous) peer group consisted of the following five companies in the education and contracted outsourced/
business services sector: The Advisory Board Company, The Corporate Executive Board Company, Healthways,
Wageworks, and Nord Anglia Education, Inc. (the “Old Peer Group”).

The graph assumes that $100 was invested in our common stock, and in the indices and peer group noted above, and that
all dividends, if any, were reinvested. No dividends have been declared or paid on our common stock since January 25, 2013.

23



The stock price performance shown in the graph is not necessarily indicative of future performance.
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_._ Berghn Hoseoes Faiily Solulss I _._ MNYSE Composine Index
Rigssell Mideap Growrh Imdes - '— ==l Peer Girvamp
January 25, December 31, December 31, December 31, December31, December 31,
2013 2013 2014 2015 2016 2017
Bright Horizons Family Solutions Inc. § 100.00 $ 129.73  $ 166.00 $ 23588 $§ 24725 $ 331.93
NYSE Composite IndeX...........c.ccuuenne. $ 100.00 $ 119.71  $ 12792  $ 12282 $ 137.65 $ 163.64
Russell Midcap Growth Index.............. $ 100.00 $ 127.13  $ 14226 $ 14198 $ 152.38  $ 190.88
Old Peer Group.......ccceeeeeeeeceeencnenans $ 100.00 $ 156.97 $ 15021 $ 13244  $ 148.18 $ 188.85
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Item 6. Selected Financial Data

The following table sets forth our selected historical consolidated financial data for the periods indicated, and should be
read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Item 7
of this Annual Report and the consolidated financial statements and the related notes thereto appearing in Item 8 of this Annual
Report on Form 10-K. The selected historical financial data has been derived from our audited consolidated financial
statements. Historical results are not necessarily indicative of the results to be expected for future periods.

Years Ended December 31,

2017 2016 2015 2014 2013
(In thousands, except share data)
Consolidated Statement of Income Data:
REVENUE. ... eree s seeeene $ 1,740,905 $1,569,841 $1,458.445 $1,352,999 $1,218,776
COSt OF SEIVICES ..vovieeviiieietieeieceiere et 1,310,295 1,178,994 1,100,690 1,039,397 937,840
GIOSS PLOTIt ..eeieieeeieeeieiee et 430,610 390,847 357,755 313,602 280,936
Selling, general and administrative expenses................ 188,939 163,967 148,164 137,683 141,827
Amortization of intangible assets...........cceccveeverreecvennnne 32,561 29,642 27,989 28,999 30,075
Other eXpenses (1) .c...eceeereerieniniieieeeeeneee e 3,671 — — — —
Income from operations...........cceceevvecveeeerereceennenne. 205,439 197,238 181,602 146,920 109,034
Loss on extinguishment of debt (2) .....ccccoeevvvvvveiecnnennnn. — (11,117) — — (63,682)
Interest eXpense—met.........coeeeveeeieeneeenenenenenenaens (44,039) (42,924) (41,4406) (34,600) (40,541)
Income before income taxes.........ocvevveeeeveeeennnne. 161,400 143,197 140,156 112,314 4,811
Income tax (expense) benefit (3) .....ccvveverenenencnenns (4,437) (48,437) (46,229) (40,279) 7,533
NEt INCOME....uiouvirieeiiiieieceeeie et 156,963 94,760 93,927 72,035 12,344
Net loss attributable to non-controlling interest............. — — — (279)
Net income attributable to Bright Horizons Family
SOIUtIoNS INC. .......cooooviiiieieeeeeeeeeeeeeee e $ 156,963 $ 94,760 $ 93,927 $§ 72,035 $ 12,623
Allocation of net income to common stockholders:
Common Stock—DbasiC.......cceeveeeviierieeiieiieeeieeee $ 155995 $ 93919 $ 93287 $ 71,755 $ 12,623
Common stock—diluted.........coccoeerneinnnieinnas $ 156,016 $ 93,938 $§ 93,303 $ 71,761 $ 12,623
Earnings per common share:
Common StOCK—DbaSIC....eevueeeeeeeeeeeeeeeeeeeeeeeeeeennnn $ 265 $ 1.59 $ 1.53 $ 1.09 $ 0.20
Common stock—diluted..........cccceoeeverinvninnennene $ 259 §$ 1.55 $ 1.50 $ 1.07 $ 0.20
Weighted average number of common shares
outstanding;:
Common Stock—basiC........ccereeiriererinenieeeeene 58,873,196 59,229,069 60,835,574 65,612,572 62,659,264
Common stock—diluted..........ccceceevnininininennenn 60,253,691 60,594,895 62,360,778 67,244,172 64,509,036
Consolidated Balance Sheet Data (at period end):
Total cash and cash equivalents...........c.ccceevreerrrennnnn $ 23227 $§ 14633 $ 11,539 $ 87,836 $ 29,585
TOtal @SSES (4) covvieveerieiieeieeiiesteeeeere ettt 2,468,644 2,359,017 2,150,541 2,141,076 2,102,670
Total liabilities, excluding debt (4) ......ccccccevevverinvinencns 535,723 530,391 483,722 468,940 449,310
Total debt, including current maturities (5) ........c.c........ 1,183,861 1,140,759 939,211 921,177 764,223
Total stockholders’ equity .......ccccveeveeveerierierieie e 749,060 687,867 727,608 750,959 889,137
(1) The Company incurred losses of $3.7 million during the year ended December 31, 2017, associated with the disposition of our
remaining assets in Ireland, which included three centers.
2) The Company recognized a loss on the extinguishment of debt in the years ended December 31, 2016 and 2013 in relation to its debt
refinancing on November 2016 and January 2013, respectively.
3) Income tax expense in the current year decreased from prior years primarily due to the impact of the Tax Act, which decreased tax

expense by $22.3 million, as well as excess tax benefits from stock-based compensation, which decreased tax expense by $26.5
million, for the year ended December 31, 2017 as more fully discussed in Note 10, “Income Taxes,” to the consolidated financial

statements in Item § of this Annual Report.
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4) The Balance Sheet Data table above reflects the early adoption of ASU 2015-17, Balance Sheet Classification of Deferred Taxes.
The Company adopted ASU 2015-17 in 2015 prospectively, which resulted in all current deferred tax assets and current deferred tax
liabilities being reported as non-current, while prior period deferred tax assets and deferred tax liabilities were not adjusted.

5) Total debt includes amounts outstanding under our senior secured credit facilities, including our term loans and revolving credit
facility.

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

The following discussion of our financial condition and results of operations should be read in conjunction with the

“Selected Financial Data” and the audited consolidated financial statements and related notes appearing elsewhere in this
Annual Report on Form 10-K. This discussion contains forward-looking statements and involves numerous risks and
uncertainties. Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current
facts and generally contain words such as “believes,” expects,” “may,” “will,” “should,” “seeks,” “approximately,”
“intends,” “plans,” “estimates,” “anticipates” or similar expressions. Our forward-looking statements are subject to risks
and uncertainties, which may cause actual results to differ materially from those projected or implied by the forward-looking
statement. Forward-looking statements are based on current expectations and assumptions and currently available data and
are neither predictions nor guarantees of future events or performance. You should not place undue reliance on forward-
looking statements, which speak only as of the date hereof. See “Risk Factors” and “Cautionary Note Regarding Forward-
Looking Statements” for a discussion of factors that could cause our actual results to differ from those expressed or implied by
forward-looking statements.

EEANTS FEANTS

Overview

We are a leading provider of high-quality child care and early education as well as other services that are designed to help
employers and families better address the challenges of work and family life. We provide services primarily under multi-year
contracts with employers who offer child care and other dependent care solutions, as well as other educational advisory
services, as part of their employee benefits packages to improve employee engagement, productivity, recruitment and retention.
As of December 31, 2017, we had more than 1,100 client relationships with employers across a diverse array of industries,
including more than 150 Fortune 500 companies and more than 80 of Working Mother magazine’s 2017 “100 Best Companies
for Working Mothers.”

At December 31, 2017, we operated 1,038 child care and early education centers, consisting of 697 centers in North
America and 341 centers in Europe. We have the capacity to serve approximately 116,000 children in 42 states, the District of
Columbia, Puerto Rico, Canada, the United Kingdom, the Netherlands and India. We seek to cluster centers in geographic
areas to enhance operating efficiencies and to create a leading market presence. Our North American child care and early
education centers have an average capacity of 127 children per location, while the centers in Europe have an average capacity
of 83 children per location.

We operate centers for a diverse group of clients. At December 31, 2017, we managed child care centers on behalf of
single employers in the following industries and also managed lease/consortium locations in approximately the following
proportions:

Percentage of Centers

Classification North America Europe and Other
Employer locations:
Healthcare and Pharmaceuticals.............ooeruieieriieiesiee e 20.0% 2.5%
Government and Higher EQUCAtioNn...........cooiiiiiiiiiiie e 17.5 5.0
(010) 111111 1<) S OO UPROTORRUPRR 7.5 —
FINANCIAL SEIVICES ...ovviiviiiiiieiieeieieetete ettt sttt et et seeeaeesseessesae e e esseenaens 7.5 2.5
Professional Services and Other..........ooouuviiiiiieiiiieeeeeeee et 75 —
TECRNOIOZY ...ttt ettt sttt ettt neeneeae 5.0 2.5
Industrial/ManufaCturing.........ccoeeverirerienenteiet ettt sttt eae 2.5 2.5
67.5 15.0
Lease/COnSOTtiUm IOCALIONS .....................cccoecueeeceeiiieieeeieeecieeeieeieeetee e eetae s aeesseeenaans 32.5 85.0
100.0% 100.0%
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Segments

Our primary reporting segments are full service center-based child care and back-up dependent care. Full service center-
based child care includes traditional center-based child care, preschool and elementary education. Back-up dependent care
includes center-based back-up child care, in-home well child care, in-home mildly-ill child care and adult/elder care. Our
remaining operations are included in the other educational advisory services segment, which includes our tuition
reimbursement program management and educational advising services, as well as our college admissions advisory services.

Center Models

We operate our centers under two principal business models, which we refer to as profit & loss (“P&L”) and cost-plus.
Approximately 75% of our centers operate under the P&L model. Under this model, we retain the financial risk for the child
care and early education centers and are therefore subject to variability in financial performance due to fluctuation in
enrollment levels. The P&L model is further classified into two subcategories: (i) a sponsor model and (ii) a lease/consortium
model. Under the sponsor model, we provide child care and early education services on an exclusive or priority enrollment
basis for the employees of an employer sponsor, and the employer sponsor generally funds the development of the facility, pre-
opening and start-up capital equipment, and maintenance costs. Our operating contracts typically have initial terms ranging
from three to ten years. Under the lease/consortium model, the child care center is typically located in an office building or
office park in a property that we lease, and we provide these services to the employees of multiple employers, as well as to
families in the surrounding community. We typically negotiate initial lease terms of 10 to 15 years for these centers, often with
renewal options.

When we open a new P&L center, it generally takes two to three years for the center to ramp up to a steady state level of
enrollment, as a center will typically enroll younger children at the outset and children age into the older (preschool)
classrooms over time. We refer to centers that have been open for three years or less as “ramping centers.” A center will
typically achieve breakeven operating performance between 12 to 24 months and will typically achieve a steady state level of
enrollment that supports our average center operating profit by the end of three years, although the period needed to reach a
steady state level of enrollment may be longer or shorter. Centers that have been open more than three years are referred to as
“mature centers.”

Approximately 25% of our centers operate under the cost-plus business model. Under this model, we receive a
management fee from the employer sponsor and an additional operating subsidy from the employer to supplement tuition paid
by parents of children in the center. Under this model, the employer sponsor typically funds the development of the facility,
pre-opening and start-up capital equipment, and maintenance costs, and the center is profitable from the outset. Our cost-plus
contracts typically have initial terms ranging from three to five years. For additional information about the way we operate our
centers, see “Business—Our Operations” in Item 1 of Part I of this Annual Report.

Performance and Growth Factors

We believe that 2017 was a successful year for the Company. We grew our revenue by 11% from $1.6 billion in 2016 to
$1.7 billion in 2017 and grew our income from operations by 4%, from $197.2 million in 2016 to $205.4 million in 2017, and
increased net income from $94.8 million in 2016 to $157.0 million in 2017 on higher operating income and a reduction in the
effective tax rate in 2017 from 34% to 3% as discussed below. We ended 2017 with the capacity to serve approximately
116,000 children and their families in our full service and back-up child care centers, and we added 40 child care and early
education centers and closed 37 centers. We expect to add approximately 25 net new centers in 2018.

Our year-over-year improvement in revenue and operating income can be attributed to enrollment gains in ramping and
mature centers, disciplined pricing strategies aimed at covering anticipated cost increases with tuition increases, contributions
from new mature child care centers added through acquisitions or transitions of management, and expanded back-up dependent
care and educational advisory services.

General economic conditions and the business climate in which individual clients operate remain some of the largest
variables in terms of our future performance. These variables impact client capital and operating spending budgets, industry
specific sales leads and the overall sales cycle, enrollment levels, as well as labor markets and wage rates as competition for
human capital fluctuates.

Our ability to increase operating income will depend upon our ability to sustain the following characteristics of our
business:

*  maintenance and incremental growth of enrollment in our mature and ramping centers, and cost management in
response to changes in enrollment in our centers,

» effective pricing strategies, including typical annual tuition increases of 3% to 4%, correlated with expected annual
increases in personnel costs, including wages and benefits,

* additional growth in expanded service offerings to clients,
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«  successful integration of acquisitions and transitions of management of centers, and

»  successful management and improvement of underperforming centers.
Cost Factors

Cost of services consists of direct expenses associated with the operation of our centers, direct expenses to provide back-
up dependent care services (including fees to back-up dependent care providers) and direct expenses to provide educational
advisory services. Direct expenses consist primarily of salaries, payroll taxes and benefits for personnel, food costs, program
supplies and materials, parent marketing and facilities costs, including occupancy costs and depreciation. Personnel costs are
the largest component of a center’s operating costs and, on a weighted average basis, comprise approximately 70% of a center’s
operating expenses. We are typically responsible for additional costs in a P&L model center as compared to a cost-plus model
center. As a result, personnel costs in centers operating under the P&L model will typically represent a smaller proportion of
overall costs when compared to the centers operating under the cost-plus model.

As of December 31, 2017, our consolidated total debt outstanding was $1.2 billion, and a portion of our cash flows from
operations has been used to make interest payments on our indebtedness. Interest payments were $44.5 million in 2017, an
increase from interest payments of $37.1 million in 2016, due to the issuance of $150.0 million in additional term loans in
conjunction with the November 2016 debt refinancing, partially offset by a decrease in the effective interest rates applicable in
conjunction with the May 2017 and November 2017 credit agreement amendments. Based on current applicable interest rates
and estimates of increases to the underlying base rates, we expect our interest payments to approximate $44 to $46 million in
2018.

Seasonality

Our business is subject to seasonal and quarterly fluctuations. Demand for child care and early education and elementary
school services has historically decreased during the summer months when school is not in session, at which time families are
often on vacation or have alternative child care arrangements. In addition, our enrollment declines as older children transition
to elementary schools. Demand for our services generally increases in September and October coinciding with the beginning
of the new school year and remains relatively stable throughout the rest of the school year. In addition, use of our back-up
dependent care services tends to be higher when schools are not in session and during holiday periods, which can increase the
operating costs of the program and impact the results of operations. Our educational advisory services have limited seasonal
fluctuations. Results of operations may also fluctuate from quarter to quarter as a result of, among other things, the
performance of existing centers, including enrollment and staffing fluctuations, the number and timing of new center openings,
acquisitions and management transitions, the timing of new client launches in our back-up and educational advisory services,
the length of time required for new centers to achieve profitability, center closings, refurbishment or relocation, the contract
model mix (P&L versus cost-plus) of new and existing centers, the timing and level of sponsorship payments, competitive
factors and general economic conditions.
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The following table sets forth statement of income data as a percentage of revenue for the three years ended
December 31, 2017, 2016 and 2015 (in thousands, except percentages):

Years Ended December 31,

2017 2016 2015
Revenue .......cooveeveiiiiiiceeee $ 1,740,905 100.0 % $ 1,569,841 100.0 % $ 1,458,445 100.0 %
Cost 0f Services (1) ..cvveevverrieveeriieieerieie e 1,310,295 753 % 1,178,994 75.1 % 1,100,690 75.5 %
GroSS Profit......ceeeeeeeeerieeieceerec e 430,610 24.7 % 390,847 24.9 % 357,755 24.5 %
Selling, general and administrative
EXPENSES (2) .rvevereririererieerieireee et 188,939 10.8 % 163,967 10.4 % 148,164 10.2 %
Amortization of intangible assets...................... 32,561 1.9 % 29,642 1.9 % 27,989 1.9 %
Other EXPEenSeS.....cerveverveerieirieeeieeeeereereneesenens 3,671 0.2 % — — % — — %
Income from operations ............cceeeeveeeennenne 205,439 11.8 % 197,238 12.6 % 181,602 12.4 %
Loss on extinguishment of debt.............ccccuee.e. — — % (11,117) (0.7)% — — %
Interest expense—net (44,039) (2.5)% (42,924) 2.7% (41,4406) (2.8)%
Income before income taxes.......c..coevennee. 161,400 93 % 143,197 92 % 140,156 9.6 %
Income tax expense (3).....ccceeveereeereereeeeneennnnne (4,437) (0.3)% (48,437) (3.1)% (46,229) 3.2)%
NEL TNCOME et $ 156,963 9.0% $ 94,760 6.1% $ 93,927 6.4 %
Adjusted EBITDA (4) c.oovevvvvevieeieieeeienen $ 323,585 18.6 % $ 299,215 19.1 % § 273,069 18.7 %
Adjusted income from operations (4)......... m T 122% m T 127 % m T 125%
Adjusted net income (4) .....coceeeeererenenenne m T 93 % m T 83 % m T 79%

(1) Cost of services consists of direct expenses associated with the operation of child care centers, and direct expenses to provide back-
up dependent care services, including fees to back-up care providers, and educational advisory services. Direct expenses consist
primarily of salaries, payroll taxes and benefits for personnel, food costs, program supplies and materials, and parent marketing and
facilities costs, which include occupancy costs and depreciation.

(2) Selling, general and administrative (“SGA™) expenses consist primarily of salaries, payroll taxes and benefits (including stock-based
compensation costs) for corporate, regional and business development personnel. Other overhead costs include information
technology, occupancy costs for corporate and regional personnel, professional services fees, including accounting and legal services,
and other general corporate expenses.

(3) Income tax expense in the current year decreased from prior years primarily due to the impact of the Tax Act, which decreased tax
expense by $22.3 million, as well as excess tax benefits from stock-based compensation, which decreased tax expense by $26.5
million, for the year ended December 31, 2017 as more fully discussed in Note 10, “Income Taxes,” to the consolidated financial
statements in Item 8 of this Annual Report.

(4) Adjusted EBITDA, adjusted income from operations and adjusted net income are non-GAAP measures, which are reconciled to net
income below under “Non-GAAP Financial Measures and Reconciliation.”

Year Ended December 31, 2017 Compared to the Year Ended December 31, 2016

Revenue. Revenue increased $171.1 million, or 11%, to $1.7 billion for the year ended December 31, 2017 from $1.6
billion for the prior year. Revenue growth is primarily attributable to contributions from new and ramping child care and early
education centers, expanded sales of our back-up dependent care services and other educational advisory services, and typical
annual tuition increases of 3% to 4%. Revenue generated by the full service center-based child care segment for the year ended
December 31, 2017 increased by $136.1 million, or 10%, when compared to the prior year, due in part to overall enrollment
increases of 12%, partially offset by center closures and the effect of lower foreign currency exchange rates for our United
Kingdom operations which reduced revenue growth in the full service center-based child care segment by approximately 1%
during the year. Our acquisition of Conchord Limited (“Asquith,”) an operator of 90 centers and programs in the United
Kingdom on November 10, 2016, contributed approximately $80.1 million of incremental revenue in the year ended
December 31, 2017. At December 31, 2017, we operated 1,038 child care and early education centers compared to 1,035
centers at December 31, 2016. We completed the disposition of our remaining three child care centers in Ireland in 2017, and
at December 31, 2017 we no longer operated child care centers in that country.

Revenue generated by back-up dependent care services in the year ended December 31, 2017 increased by $24.2 million,
or 12%, when compared to the prior year. Additionally, revenue generated by other educational advisory services in the year
ended December 31, 2017 increased by $10.8 million, or 23%, when compared to the prior year.

Cost of Services. Cost of services increased $131.3 million, or 11%, to $1.3 billion for the year ended December 31,
2017 from $1.2 billion for the prior year. Cost of services in the full service center-based child care segment increased $108.6
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million, or 10%, to $1.1 billion in 2017 when compared to the prior year. Personnel costs increased 9% as a result of the
enrollment growth at new and existing centers, routine wage and benefit cost increases, and labor costs associated with centers
added since December 31, 2016 that are in the ramping stage. In addition, program supplies, materials, food and facilities
costs, which typically represent approximately 30% of total cost of services for this segment, increased 15% in connection with
the enrollment growth, certain technology investments in programs and services, and the incremental occupancy costs
associated with centers added since December 31, 2016. Cost of services in the back-up dependent care segment increased
$18.4 million, or 16%, to $134.3 million for the year ended December 31, 2017, primarily for investments in information
technology and personnel, and increased care provider fees associated with the services provided to the expanding customer
base. Cost of services in the other educational advisory services segment increased by $4.3 million, or 18%, to $27.9 million
for the year ended December 31, 2017 due to personnel and technology costs related to delivering services to the expanding
customer base.

Gross Profit. Gross profit increased $39.8 million, or 10%, to $430.6 million for the year ended December 31, 2017 from
$390.8 million for the prior year. Gross profit margin was 25% of revenue for the year ended December 31, 2017, which is
consistent with the year ended December 31, 2016. The increase in gross profit is primarily due to contributions from new and
acquired centers, increased enrollment in our mature and ramping P&L centers, effective operating cost management, and
expanded back-up dependent care and other educational advisory services.

Selling, General and Administrative Expenses. SGA increased $25.0 million, or 15%, to $188.9 million for the year
ended December 31, 2017 compared to $164.0 million for the prior year. SGA was 11% of revenue for the year ended
December 31, 2017, an increase from 10% in the prior year. Results for the year ended December 31, 2017, included $3.3
million of costs associated with the May 2017 and November 2017 credit agreement amendments and secondary offerings.
Results for the year ended December 31, 2016, included $2.5 million of costs associated with the January 2016 credit
agreement amendment, November 2016 debt refinance, secondary offerings and completed acquisitions. After taking these
charges into account, SGA increased over the comparable 2016 period due primarily to increases in personnel costs, including
annual wage increases, continued investments in technology and costs associated with the addition and integration of the
Asquith child care centers, which were acquired November 2016.

Amortization of Intangible Assets. Amortization expense on intangible assets was $32.6 million for the year ended
December 31, 2017, compared to $29.6 million for the prior year. The increase in amortization expense is due to the
acquisitions completed in 2016 and 2017, partially offset by decreases from certain intangible assets becoming fully amortized
during the period. We do not expect any significant changes in amortization expense in 2018.

Other Expenses. The Company incurred losses of $3.7 million during the year ended December 31, 2017, associated
with the disposition of our remaining assets in Ireland, which included three centers.

Income from Operations. Income from operations increased by $8.2 million, or 4%, to $205.4 million for the year ended
December 31, 2017 when compared to the prior year. Income from operations was 12% of revenue for the year ended
December 31, 2017, which is a decrease from 13% in the prior year. The change in income from operations was due to the
following:

+ Income from operations for the full service center-based child care segment increased $0.6 million for the year ended
December 31, 2017, when compared to the same period in 2016. Results for the year ended December 31, 2017
included $7.0 million of costs associated with the loss on the disposition of our remaining assets in Ireland, costs
related to the May 2017 and November 2017 credit agreement amendments and secondary offerings. Results for the
year ended December 31, 2016 included $2.5 million of costs associated with the January 2016 credit agreement
amendment, November 2016 debt refinance, secondary offerings and completed acquisitions. After taking these
charges into account, income from operations increased $5.1 million in 2017, or 4%, over the prior year primarily due
to tuition increases and enrollment gains over the prior year, as well as contributions from new and acquired centers
that have been added since December 31, 2016, and effective cost management, partially offset by the costs incurred
during the ramp-up of certain new lease/consortium centers opened during 2016 and 2017, the incremental costs
associated with technology investments in our centers, the incremental overhead costs incurred during the integration
of the Asquith centers in 2017, the amortization expense for intangible assets acquired in business combinations, and
the effect of lower foreign currency exchange rates for our United Kingdom operations which reduced revenue growth
in the full service center-based child care segment by approximately 1% in 2017.

*  Income from operations for the back-up dependent care segment increased $2.8 million, or 5%, for the year ended
December 31, 2017, when compared to the same period in 2016 due to contributions from the expanding revenue base
partially offset by investments in information technology and personnel, and increased care provider fees associated
with the incremental revenue.
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* Income from operations for the other educational advisory services segment increased $4.8 million, or 49%, for the
year ended December 31, 2017, when compared to the same period in 2016 due to contributions from the expanding
revenue base and the associated overhead leverage as this segment gains scale.

Net Interest Expense. Net interest expense increased to $44.0 million for the year ended December 31, 2017 from $42.9
million in 2016. The increase in interest expense relates to the increase in debt from the issuance of $150.0 million in
additional term loans in conjunction with the November 2016 debt refinancing and increased borrowings on our line of credit,
partially offset by a decrease in the effective interest rates applicable in conjunction with the May 2017 and November 2017
credit agreement amendments.

Income Tax Expense. We recorded income tax expense of $4.4 million during the year ended December 31, 2017, or an
effective income tax rate of 3%, compared to income tax expense of $48.4 million, an effective income tax rate of 34%, during
the prior year. The difference between the effective income tax rates is primarily due to three items. The first relates to the
excess tax benefits associated with the exercise of stock options and vesting of restricted stock which reduced income tax
expense by $26.5 million in 2017 due to the adoption of ASU 2016-09: Compensation - Stock Compensation (Topic 718) (ASU
2016-09). ASU 2016-09 was adopted prospectively as of January 1, 2017. Excess tax benefits from stock-based compensation
were recorded to the balance sheet in prior years.

Second, a net tax benefit of $22.3 million was recorded due to the enactment of the U.S. Tax Cuts and Jobs Act (“Tax
Act”), as discussed in more detail below. Third, a tax benefit of approximately $7.0 million was recorded in 2017 related to the
disposition of our remaining assets in Ireland, also resulting in the disposition of our investment in a subsidiary for tax
purposes.

On December 22, 2017, the U.S. federal government enacted comprehensive tax legislation, which we refer to as the
“Tax Act.” The Tax Act makes broad and complex changes to the U.S. tax code, impacting the year ended December 31, 2017
and future years. For 2017, the Tax Act (1) requires a one-time transition tax, payable over eight years, on certain unrepatriated
earnings of foreign subsidiaries and (2) provides for bonus depreciation that will allow full expensing of qualified property.
Effective January 1, 2018, the Tax Act reduces the U.S. federal corporate statutory tax rate from 35% to 21%.

The SEC staff issued SAB 118, which provides guidance on accounting for the tax effects of the Tax Act. SAB 118
provides a measurement period that should not extend beyond one year from the date of the Tax Act enactment for companies
to complete the accounting under ASC 740, Income Taxes. In accordance with SAB 118, to the extent that a company’s
accounting for certain income tax effects of the Tax Act is incomplete, but the company is able to determine a reasonable
estimate, it must record a provisional estimate in its financial statements. Our accounting for certain elements of the Tax Act is
incomplete. However, we were able to make the following reasonable estimates of certain items and have recorded provisional
adjustments based on these estimates.

The Tax Act reduces the corporate federal tax rate to 21%, effective January 1, 2018. For our net deferred tax liability,
we have recorded a provisional decrease of $33.3 million, with a corresponding adjustment to deferred tax benefit for the year
ended December 31, 2017. While we are able to make a reasonable estimate of the impact of the reduction in corporate tax
rate, it may be affected by other analyses related to the Tax Act including our calculation of the deemed repatriation of foreign
income and the state tax effect of federal adjustments.

The Deemed Repatriation Transition Tax (“Transition Tax”) is a tax on previously untaxed accumulated and current
earnings and profits (“E&P”) of certain foreign subsidiaries. To determine the amount of the Transition Tax, we must
determine the amount of post-1986 E&P of the relevant foreign subsidiaries, as well as the amount of non-U.S. income taxes
paid on such earnings. We are able to make a reasonable estimate of the Transition Tax and recorded a provisional tax
obligation of $11.0 million. However, we are continuing to gather additional information to more precisely compute the
amount of the Transition Tax.

Adjusted EBITDA and Adjusted Income from Operations. Adjusted EBITDA and adjusted income from operations
increased $24.4 million, or 8%, and $12.7 million, or 6%, respectively, for the year ended December 31, 2017 over the
comparable period in 2016 primarily as a result of the increase in gross profit due to additional contributions from full-service
centers, including the impact of new and acquired centers, as well as the growth in back-up dependent care and other
educational advisory services.

Adjusted Net Income. Adjusted net income increased $31.4 million, or 24%, for the year ended December 31, 2017 when
compared to the same period in 2016 primarily due to the incremental gross profit described above and the reduction to
adjusted income tax expense in 2017 associated with the adoption of ASU 2016-09.
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Year Ended December 31, 2016 Compared to the Year Ended December 31, 2015

Revenue. Revenue increased $111.4 million, or 8%, to $1.6 billion for the year ended December 31, 2016 from $1.5
billion for the prior year. Revenue growth is primarily attributable to contributions from new and ramping child care and early
education centers, expanded sales of our back-up dependent care services and educational advisory services, and typical annual
tuition increases of 3% to 4%. Revenue generated by full service center-based child care services for the year ended
December 31, 2016 increased by $84.9 million, or 7%, when compared to the prior year, due in part to overall enrollment
increases of 7%, partially offset by the effect of lower foreign currency exchange rates for our United Kingdom operations
which reduced revenue growth in the full service center-based child care segment by approximately 2% during the year. Our
acquisitions of Hildebrandt Learning Centers, LLC, an operator of 40 centers in the United States on May 19, 2015, Active
Learning Childcare Limited, an operator of nine centers in the United Kingdom on July 15, 2015, and Asquith on November
10, 2016, contributed approximately $34.9 million of incremental revenue in the year ended December 31, 2016. At
December 31, 2016, we operated 1,035 child care and early education centers compared to 932 centers at December 31, 2015.

Revenue generated by back-up dependent care services in the year ended December 31, 2016 increased by $18.5 million,
or 10%, when compared to the prior year. Additionally, revenue generated by other educational advisory services in the year
ended December 31, 2016 increased by $7.9 million, or 20%, when compared to the prior year.

Cost of Services. Cost of services increased $78.3 million, or 7%, to $1.2 billion for the year ended December 31, 2016
when compared to the prior year. Cost of services in the full service center-based child care segment increased $57.1 million,
or 6%, to $1.0 billion in 2016 when compared to the prior year. Personnel costs increased 7% as a result of the increase in
overall enrollment, routine wage and benefit cost increases, and labor costs associated with centers added since December 31,
2015 that are in the ramping stage. In addition, program supplies, materials, food and facilities costs increased 4% in
connection with the enrollment growth and the incremental occupancy costs associated with centers added since December 31,
2015. Cost of services in the back-up dependent care segment increased $16.1 million, or 16%, to $115.9 million for the year
ended December 31, 2016, primarily for investments in information technology and personnel, and increased care provider fees
associated with the higher levels of back-up services provided. Cost of services in the other educational advisory services
segment increased by $5.1 million, or 28%, to $23.5 million for the year ended December 31, 2016 due to personnel and
technology costs related to the incremental sales of these services.

Gross Profit. Gross profit increased $33.1 million, or 9%, to $390.8 million for the year ended December 31, 2016 when
compared to the prior year. Gross profit margin was 25% of revenue for the year ended December 31, 2016, which is
consistent with the year ended December 31, 2015. The increase in gross profit is primarily due to contributions from new and
acquired centers, increased enrollment in our mature and ramping P&L centers, effective operating cost management, and
expanded back-up dependent care and other educational advisory services.

Selling, General and Administrative Expenses. SGA increased $15.8 million, or 11%, to $164.0 million for the year
ended December 31, 2016 compared to $148.2 million for the prior year, and was 10% of revenue for the year ended
December 31, 2016 consistent with the prior year. Results for the year ended December 31, 2016, included $2.5 million of
costs associated with the completion of secondary offerings, costs associated with amending our credit agreement and
refinancing our debt, and completed acquisitions. Results for the year ended December 31, 2015, included $0.9 million of
costs associated with secondary offerings and completed acquisitions. After taking these respective charges into account, SGA
increased over the comparable 2015 period due primarily to increases in personnel costs, including annual wage increases,
continued investments in technology and routine increases in SGA costs.

Amortization of Intangible Assets. Amortization expense on intangible assets was $29.6 million for the year ended
December 31, 2016, compared to $28.0 million for the prior year. The increase in amortization expense is due to the
acquisitions completed in 2015 and 2016 offset by decreases from certain intangible assets becoming fully amortized during the
period.

Income from Operations. Income from operations increased by $15.6 million, or 9%, to $197.2 million for the year
ended December 31, 2016 when compared to the prior year. Income from operations was 13% of revenue for the year ended
December 31, 2016, compared to 12% in the prior year.

* In the full service center-based child care segment, income from operations increased $14.5 million for the year ended
December 31, 2016, when compared to the same period in 2015. Results for the year ended December 31, 2016
included $2.5 million for the costs associated with the completion of secondary offerings, costs associated with
amending our credit agreement and refinancing our debt, and completed acquisitions. Results for the year ended
December 31, 2015 included $0.9 million for the costs associated with the completion of secondary offerings and
completed acquisitions. After taking these charges into account, income from operations increased $16.2 million in
2016 primarily due to the tuition increases, enrollment gains over the prior year, contributions from new and acquired
centers that have been added since December 31, 2015, and effective cost management, partially offset by the costs
incurred during the ramp-up of certain new lease/consortium centers opened during 2015 and 2016.

32



* Income from operations for the back-up dependent care segment increased $0.7 million for the year ended
December 31, 2016, compared to the same period in 2015 due to the expanding revenue base.

* Income from operations in the other educational advisory services segment increased $0.4 million for the year ended
December 31, 2016, compared to the same period in 2015 due to the expanding revenue base.

Extinguishment of Debt, Net Interest Expense and Other. A loss on the extinguishment of debt of $11.1 million was
recorded in the year ended December 31, 2016, related to the write off of unamortized original issue cost and deferred
financing fees in connection with the November 2016 debt refinancing. Net interest expense and other increased to $42.9
million for the year ended December 31, 2016 from $41.4 million in 2015 due to the increase in debt from the issuance of
$150.0 million in additional term loans in November 2016 and increased borrowings on our line of credit in 2016 when
compared to the same period in 2015.

Income Tax Expense. We recorded income tax expense of $48.4 million during the year ended December 31, 2016,
compared to income tax expense of $46.2 million during the prior year. The effective rate increased to 34% for 2016 from 33%
for 2015. The difference between the effective income tax rates and the statutory rates for 2016 and 2015 was due primarily to
the treatment of certain permanent items, decrease in tax rates, and differences resulting from filing tax returns.

Adjusted EBITDA and Adjusted Income from Operations. Adjusted EBITDA and adjusted income from operations
increased $26.1 million, or 10%, and $17.3 million, or 10%, respectively, for the year ended December 31, 2016 over the
comparable period in 2015 primarily as a result of the increase in gross profit due to additional contributions from full-service
centers, including the impact of acquired centers, as well as the growth in back-up dependent care services.

Adjusted Net Income. Adjusted net income increased $15.3 million, or 13%, for the year ended December 31, 2016 when
compared to the same period in 2015 primarily due to the incremental gross profit described above.
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Non-GAAP Financial Measures and Reconciliation

In our quarterly and annual reports, earnings press releases and conference calls, we discuss key financial measures that
are not calculated in accordance with generally accepted accounting principles in the United States (“GAAP” or “U.S. GAAP”)
to supplement our consolidated financial statements presented on a GAAP basis. These non-GAAP financial measures are not
in accordance with GAAP and a reconciliation of the non-GAAP measures of adjusted EBITDA, adjusted income from
operations, adjusted net income and diluted adjusted earnings per common share are as follows (in thousands, except share
data):

Year ended
2017 2016 2015
INEE INCOMIE ...ttt ettt e et e erseesee s e ereenseebeessesseensens $ 156,963 $ 94,760 $ 93,927
INtErest EXPENSE, NEL.....ceitiiiiieiieiie ettt ettt st 44,039 42,924 41,446
INCOME tAX EXPEINSE ...eeeiiieeiiiiieiiieeitee ettt et et e e e e e e 4,437 48,437 46,229
DEPIECIATION ettt ettt ettt e e e e e se e e e eeeeneeeneenseeeeeneenes 62,215 55,642 50,677
Amortization of intangible assets (2) ........cceveeviereiienieiieie e 32,561 29,642 27,989
EBITDA ..ottt ettt ae s ea e se s e seae e e 300,215 271,405 260,268
Additional adjustments:
Loss on extinguishment of debt (D).......ceeverieriiiienieeee e — 11,117 —
DEferred TENE () ..veevereieeiterierieeiete sttt ettt sttt 4,345 2,562 2,736
Stock-based compensation EXPEnSe ........c.ecuevureeureirierenrinenieneenreeeseeeenenes 12,072 11,646 9,200
Transaction COSES () ..eeerveerirriririirierie et 6,953 2,485 865
Total adjUStMENTS .......ceeeireieieeie e 23,370 27,810 12,801
Adjusted EBITDA ..ottt $ 323,585 $ 299,215  § 273,069
Income from OPEratioNS ..........ccuevueeiirieiieriereeieeste ettt ve e ve e aeens $ 205,439 $ 197,238 §$ 181,602
TranSaction COSES (A) c.veererririereiierieeie st ettt ettt e e e eeeeeneenes 6,953 2,485 865
Adjusted income from operations ..................cccoceeeveeeeneiiecieiieneenn $ 212,392 $ 199,723 § 182,467
INEE INCOMIE ...ttt sttt s sae st et e e eneenea $ 156,963 $ 94,760 $ 93,927
INCOME tAX EXPEINSE ...eeeiiieaiiiiieiiieeeiteee ettt et e e e e e e 4,437 48,437 46,229
Income before iNCOME taXES .......eevvererereeeiereeerieeeeieseeie e 161,400 143,197 140,156
Stock-based compensation EXPENSE ...........eveveeeiereeieenrinesiereesieeeseeeeeenes 12,072 11,646 9,200
Amortization of intangible assets (&) .......ccoeevvevereeiriiniereneiereseseee e 32,561 29,642 27,989
Loss on extinguishment of debt (D)........ccooveiiviiiiiiiiicicecee e, — 11,117 —
TranSaction COSES (A) c.vvererririereeieiteeiert ettt e e e eneesee e 6,953 2,485 865
Adjusted income before iNCOMe taXes .........ceoveeeerueeierierienierienesesieneens 212,986 198,087 178,210
Adjusted iNCOME taX EXPENSE (€) ..euvevreuerurererrererieriinierieriesresteseseesseseseeneenens (50,819) (67,350) (62,819)
Adjusted net iNCOME .................oceevuieiiiiieiieieieee e $ 162,167 $ 130,737 $ 115,391
Weighted average number of common shares—diluted ..............ccccvvenennenne. 60,253,691 60,594,895 62,360,778
Diluted adjusted earnings per common share.................................. $ 2,69 § 2.16 $ 1.85

(a) Represents amortization of intangible assets, including approximately $18.5 million, $18.1 million and $18.0 million for the years
ended December 31, 2017, 2016 and 2015, respectively, associated with intangible assets recorded in connection with our going
private transaction in May 2008.

(b) Represents the write-off of unamortized deferred financing costs and original issue discount associated with indebtedness that was
repaid in connection with a debt refinancing.

(c) Represents rent expense in excess of cash paid for rent, recognized on a straight line basis over the life of the lease in accordance
with Accounting Standards Codification Topic 840, Leases.

(d) Represents costs incurred in connection with the disposition of assets in Ireland in 2017, the November 2017, May 2017, and January
2016 amendments to the credit agreement, the November 2016 debt refinancing, secondary offerings, and completed acquisitions as
more fully discussed in Note 15, “Segment and Geographic Information,” to the consolidated financial statements in Item 8 of this
Annual Report.
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(e) Represents income tax expense calculated on adjusted income before tax at the effective rate of approximately 24%, 34% and 35% in
2017, 2016, and 2015 respectively. The impact of the Tax Act was not included in the effective rate for purposes of calculating
adjusted net income in 2017.

Adjusted EBITDA, adjusted income from operations, adjusted net income and diluted adjusted earnings per common
share (collectively referred to as the “non-GAAP financial measures”) are not presentations made in accordance with GAAP,
and the use of the terms adjusted EBITDA, adjusted income from operations, adjusted net income and diluted adjusted earnings
per common share may differ from similar measures reported by other companies. We believe the non-GAAP financial
measures provide investors with useful information with respect to our historical operations. We present the non-GAAP
financial measures as supplemental performance measures because we believe they facilitate a comparative assessment of our
operating performance relative to our performance based on our results under GAAP, while isolating the effects of some items
that vary from period to period. Specifically, adjusted EBITDA allows for an assessment of our operating performance and of
our ability to service or incur indebtedness without the effect of non-cash charges, such as depreciation, amortization, the
excess of rent expense over cash rent expense and stock-based compensation expense, as well as the expenses related to
secondary offerings, debt financing transaction expenses, dispositions and acquisitions. In addition, adjusted income from
operations, adjusted net income and diluted adjusted earnings per common share allow us to assess our performance without
the impact of the specifically identified items that we believe do not directly reflect our core operations. These non-GAAP
financial measures also function as key performance indicators used to evaluate our operating performance internally, and they
are used in connection with the determination of incentive compensation for management, including executive officers.
Adjusted EBITDA is also used in connection with the determination of certain ratio requirements under our credit agreement.
Adjusted EBITDA, adjusted income from operations, adjusted net income and diluted adjusted earnings per common share are
not measurements of our financial performance under GAAP and should not be considered in isolation or as an alternative to
income before taxes, net income, diluted earnings per common share, net cash provided by operating, investing or financing
activities or any other financial statement data presented as indicators of financial performance or liquidity, each as presented in
accordance with GAAP. Consequently, our non-GAAP financial measures should not be evaluated in isolation or supplant
comparable GAAP measures, but, rather, should be considered together with our consolidated financial statements, which are
prepared in accordance with GAAP and included in Part II, Item 8, of this Annual Report on Form 10-K. The Company
understands that although adjusted EBITDA, adjusted income from operations, adjusted net income and diluted adjusted
earnings per common share are frequently used by securities analysts, lenders and others in their evaluation of companies, they
have limitations as analytical tools, and you should not consider them in isolation, or as a substitute for analysis of our results
as reported under GAAP. Some of these limitations are:

* adjusted EBITDA, adjusted income from operations and adjusted net income do not fully reflect the Company’s cash
expenditures, future requirements for capital expenditures or contractual commitments;

* adjusted EBITDA, adjusted income from operations and adjusted net income do not reflect changes in, or cash
requirements for, the Company’s working capital needs;

* adjusted EBITDA does not reflect the significant interest expense, or the cash requirements necessary to service
interest or principal payments, on debt;

» although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often
have to be replaced in the future; and adjusted EBITDA, adjusted income from operations and adjusted net income do
not reflect any cash requirements for such replacements.

Because of these limitations, adjusted EBITDA, adjusted income from operations, and adjusted net income should not be
considered as discretionary cash available to us to reinvest in the growth of our business or as measures of cash that will be
available to us to meet our obligations.

Liquidity and Capital Resources

Our primary cash requirements are for the ongoing operations of our existing child care centers, back-up dependent care
and other educational advisory services, the addition of new centers through development or acquisition and debt financing
obligations. Our primary sources of liquidity are our cash flows from operations and borrowings available under our $225.0
million revolving credit facility. Borrowings outstanding on our revolving credit facility at December 31, 2017 and 2016 were
$127.1 million and $76.0 million, respectively. Borrowings outstanding on our revolving credit facility during the year ended
December 31, 2017 and 2016 averaged $65.0 million and $30.0 million, respectively.

The net impact on our liquidity from changes in foreign currency exchange rates was not material for the years ended
December 31,2017 and 2016. We had $23.2 million in cash at December 31, 2017, of which $21.2 million was held in foreign
jurisdictions, and we had $14.6 million in cash at December 31, 2016, of which $11.5 million was held in foreign jurisdictions.
Operations outside of North America accounted for 22.3% and 18.6% of the Company's consolidated revenue for the years
ended December 31, 2017 and 2016, respectively.

35



We had a working capital deficit of $268.2 million and $233.2 million at December 31, 2017 and 2016, respectively. Our
working capital deficit has arisen from using cash generated from operations to make long-term investments in fixed assets and
acquisitions, and from share repurchases. We anticipate that we will continue to generate positive cash flows from operating
activities and that the cash generated will be used principally to fund ongoing operations of our new and existing full service
child care centers and expanded operations in the back-up dependent care and other educational advisory segments, as well as
to make scheduled principal and interest payments and for share repurchases.

The Company's $1.3 billion senior secured credit facilities consist of $1.1 billion in secured term loan facilities and a
$225.0 million revolving credit facility. In January 2016, the Company amended its then existing credit agreement to increase
the revolving credit facility from $100.0 million to $225.0 million. In November 2016, the Company modified its existing
credit facilities and refinanced all of its outstanding term loans into a new seven year term loan facility, which resulted in the
issuance of $1.1 billion in new term loans, a portion of which were used to repay $922.5 million in outstanding term loans
under the previous credit facility, and $150.0 million of which was used to fund the acquisition of a business. A loss on the
extinguishment of debt of $11.1 million was recorded in the year ended December 31, 2016, related to the write off of
unamortized original issue cost and deferred financing fees in connection with the November 2016 debt refinancing. On May
8, 2017 and November 30, 2017, the Company amended its existing senior credit facilities to, among other changes, reduce the
applicable interest rates of the term loan facility and the revolving credit facility. In connection with the May 8, 2017
amendment, the Company also extended the maturity date on the revolving credit facility from July 31, 2019 to July 31, 2022.
These amendments are further discussed below under “Debt.”

On August 2, 2016, the board of directors of the Company authorized a share repurchase program of up to $300.0 million
of the Company’s outstanding common stock, effective August 5, 2016. The shares may be repurchased from time to time in
open market transactions at prevailing market prices, in privately negotiated transactions, under Rule 10b5-1 plans, or by other
means in accordance with federal securities laws. At December 31, 2017, $120.6 million remained outstanding under the
repurchase program. During the year ended December 31, 2017, the Company repurchased 2.0 million shares for $162.2
million, including a total of 1.7 million shares that were purchased from investment funds affiliated with Bain Capital Partners
LLC in underwritten secondary offerings. During the year ended December 31, 2016, the Company repurchased 1.7 million
shares for $112.8 million, including a total of 1.0 million shares that were purchased from investment funds affiliated with Bain
Capital Partners LLC in underwritten secondary offerings.

We believe that funds provided by operations, our existing cash balances and borrowings available under our revolving
credit facility will be adequate to meet planned operating and capital expenditures for at least the next 12 months under current
operating conditions. However, if we were to undertake any significant acquisitions or investments in the purchase of facilities
for new or existing child care and early education centers, which requires financing beyond our existing borrowing capacity, it
may be necessary for us to obtain additional debt or equity financing. We may not be able to obtain such financing on
reasonable terms, or at all.

Cash Flows Years Ended December 31,
2017 2016 2015
(In thousands)

Net cash provided by operating activities ..........c.cevvevevereerereennns $ 236272 $ 213297 $ 170,056
Net cash used in investing activities ...........ccocveevveeveierereereenen. $ (105,321) $ (302,837) $ (155,354)
Net cash (used in) provided by financing activities...................... $ (123,864) $ 93,755 $ (90,581)
Cash and cash equivalents (beginning of period) .........c.cceevenree. $ 14,633 $ 11,539 % 87,886
Cash and cash equivalents (end of period)...........ccccoeevereveinnee. $ 23227 $ 14,633  $ 11,539

Cash Provided by Operating Activities

Cash provided by operating activities was $236.3 million for the year ended December 31, 2017, compared to $213.3
million in 2016. The increase in net income from 2016 to 2017 of $62.2 million was partially offset by changes in non-cash
items, including the reduction in deferred tax liabilities associated with the change in the federal tax rate under the Tax Act, and
working capital arising primarily from the timing of billings and payments when compared to the prior year.

Cash provided by operating activities was $213.3 million for the year ended December 31, 2016, compared to $170.1
million in 2015. The increase in cash provided by operating activities resulted from changes in working capital arising from an
increase in collections due to timing and growth, lower cash tax payments in the period, the timing of other routine operating
expenses, and the timing of routine tenant improvement allowances.

We expect to generate approximately $250 to $275 million in cash from operations in 2018.
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Cash Used in Investing Activities

Cash used in investing activities was $105.3 million for the year ended December 31, 2017 compared to $302.8 million
for the same period in 2016 and was related to acquisitions, as well as fixed asset additions for new child care centers,
maintenance and refurbishments in our existing centers, and continued investments in technology, equipment and furnishings.
During the year ended December 31, 2017, the Company used $21.5 million to acquire 14 centers, compared to $228.7 million
used to acquire 102 centers and a provider of back-up care during the year ended December 31, 2016. The difference in
acquisitions is the primary reason for the decrease in cash used in investing activities.

Cash used in investing activities was $302.8 million for the year ended December 31, 2016 compared to $155.4 million
for the same period in 2015 and was related to acquisitions, as well as fixed asset additions for new child care centers,
maintenance and refurbishments in our existing centers, and continued investments in technology, equipment and furnishings.
During the year ended December 31, 2016, the Company used $228.7 million to acquire 102 centers, as well as a provider of
back-up care in the United States, compared to 57 centers acquired in 2015 for $77.6 million, which was the primary driver to
the increase in cash used in investing activities.

We estimate that we will spend approximately $90 to $100 million in 2018 on fixed asset additions related to new child
care centers, maintenance and refurbishments in our existing centers and continued investments in technology and equipment.
As part of our growth strategy, we also expect to continue to make selective acquisitions, which may vary in size and which are
less predictable in terms of the timing and amount of the capital requirements.

Cash (Used in) Provided by Financing Activities

Cash used in financing activities amounted to $123.9 million for the year ended December 31, 2017 compared to cash
provided by financing activities of $93.8 million in 2016. The increase in cash used in financing activities in 2017 was
primarily due to share repurchases of $162.2 million and taxes paid related to the net share settlement of stock awards of $29.8
million. These uses of cash were offset by proceeds primarily from net borrowings of $51.1 million under the revolving credit
facility and proceeds from the exercise of stock options of $22.6 million. Cash provided by financing activities in 2016 related
principally to the November 2016 debt refinancing, which resulted in net proceeds of $143.1 million from the issuance of
$150.0 million in term loans, net of debt issuance costs, as well as net borrowings of $52.0 million under the revolving credit
facility, proceeds from the exercise of stock options of $11.7 million, and excess tax benefits from stock-based compensation of
$12.9 million. These cash proceeds were offset by uses of cash primarily from share repurchases of $112.8 million and taxes
paid related to the net share settlement of stock awards of $7.7 million.

Cash provided by financing activities amounted to $93.8 million for the year ended December 31, 2016 compared to cash
used in financing activities of $90.6 million in 2015. The increase in cash provided by financing activities was due primarily to
the November 2016 debt refinancing, which resulted in net proceeds of $143.1 million from the issuance of term loans of
$150.0 million, net of debt issuance costs, as well as net borrowings of $52.0 million under the revolving credit facility,
proceeds from the exercise of stock options of $11.7 million, and excess tax benefits from stock-based compensation of $12.9
million. These cash proceeds were offset by uses of cash primarily from share repurchases of $112.8 million and taxes paid
related to the net share settlement of stock awards of $7.7 million. Cash used in financing activities in 2015 primarily related to
share repurchases of $128.1 million and principal payments of $9.6 million, offset by proceeds primarily from net borrowings
of $24.0 million under the revolving credit facility, proceeds from the exercise of stock options of $9.8 million, and excess tax
benefits from stock-based compensation of $9.4 million.

Debt

As of December 31, 2017, the Company's $1.3 billion senior secured credit facilities consisted of $1.1 billion in a secured
term loan facility and a $225.0 million revolving credit facility. The term loans mature on November 7, 2023 and require
quarterly principal payments of $2.7 million, with the remaining principal balance due on November 7, 2023.

Outstanding term loan borrowings were as follows at December 31, 2017 and 2016 (in thousands):

December 31,
2017 2016
TEIMN LOAIIS ..ottt e eae st eeae st e e eene e e eeesaeens $ 1,066,938 $ 1,075,000
Deferred financing costs and original issue discount ............cccccevveveerienencienennnnns (10,177) (10,241)
TOtAl Dt ..ecviieieiiiceiceee e e 1,056,761 1,064,759
eSS CUITENT INATUITHIES .....eiveiieeeiie e ettt e et e e eaa e e e seee e e enaeeenaeeeans 10,750 10,750
Long-term debt ......ooueeiieieieeieee e $ 1,046,011 $ 1,054,009
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On May 8, 2017 and November 30, 2017, the Company amended its existing senior credit facilities to, among other
changes, reduce the applicable interest rates of the term loan facility and the revolving credit facility. In connection with the
May 8, 2017 amendment, the Company also extended the maturity date on the revolving credit facility from July 31, 2019 to
July 31, 2022. The amended term loan facility continues to have a maturity date of November 7, 2023. At December 31, 2017,
there were borrowings outstanding of $127.1 million, with $97.9 million of the revolving credit facility available for
borrowings, and at December 31, 2016, there were borrowings outstanding of $76.0 million, with $149.0 million of the
revolving credit facility available for borrowings.

All borrowings under the credit agreement are subject to variable interest. At December 31, 2017, borrowings under the
term loan facility bear interest at a rate per annum of 1.0% over the base rate, or 2.0% over the Eurocurrency rate (each as
defined in the credit agreement), which is the one, two, three or six month LIBOR rate or, with applicable lender approval, the
twelve month or less than one month LIBOR rate. With respect to the term loan facility, the base rate is subject to an interest
rate floor of 1.75% and the Eurocurrency rate is subject to an interest rate floor of 0.75%. Borrowings under the revolving
credit facility bear interest at a rate per annum ranging from 0.50% to 1.0% over the base rate, or 1.50% to 2.0% over the
Eurocurrency rate.

On October 16, 2017, the Company entered into variable-to-fixed interest rate swap agreements to mitigate the exposure
to variable interest arrangements on $500 million notional amount of the outstanding term loan borrowings, effective October
31,2017. These swap agreements, designated and accounted for as cash flow hedges from inception, are scheduled to mature
on October 31, 2021. The Company is required to make monthly payments on the notional amount at a fixed average interest
rate, including the applicable rate for Eurocurrency loans, of approximately 3.90%. In exchange, the Company receives
interest on the notional amount at a variable rate based on the one-month LIBOR rate, subject to a 0.75% floor.

The Company records gains or losses resulting from changes in the fair value of the interest rate swap agreements to
accumulated other comprehensive loss in the consolidated balance sheet to the extent that the swaps are effective as hedges. As
of December 31, 2017, there was no ineffectiveness related to the interest rate swap agreements. Gains and losses recorded in
accumulated other comprehensive loss are reclassified into and recognized to interest expense in the consolidated statement of
income when the interest expense on the term loan facility is recognized.

All obligations under the senior secured credit facilities are secured by substantially all the assets of the Company’s U.S.-
based subsidiaries. The senior secured credit facilities contain a number of covenants that, among other things and subject to
certain exceptions, may restrict the ability of Bright Horizons Family Solutions LLC, our wholly-owned subsidiary, and its
restricted subsidiaries, to: incur certain liens; make investments, loans, advances and acquisitions; incur additional indebtedness
or guarantees; pay dividends on capital stock or redeem, repurchase or retire capital stock or subordinated indebtedness; engage
in transactions with affiliates; sell assets, including capital stock of our subsidiaries; alter the business conducted; enter into
agreements restricting our subsidiaries’ ability to pay dividends; and consolidate or merge.

In addition, the credit agreement governing the senior secured credit facilities requires Bright Horizons Capital Corp., our
direct subsidiary, to be a passive holding company, subject to certain exceptions. The revolving credit facility requires Bright
Horizons Family Solutions LLC, the borrower, and its restricted subsidiaries to comply with a maximum senior secured first
lien net leverage ratio financial maintenance covenant on the last day of each fiscal quarter. The breach of this covenant is
subject to certain equity cure rights.

The credit agreement governing the senior secured credit facilities contains certain customary affirmative covenants and
events of default. We were in compliance with our financial covenants at December 31, 2017.

Contractual Obligations

The following table sets forth our contractual obligations as of December 31, 2017 (in thousands):

2018 2019 2020 2021 2022 Thereafter Total
Term [0ans (1)....cccoeeeeverinenennnne $ 10,750 $ 10,750 $ 10,750 $ 10,750 $ 10,750 $1,013,188 $1,066,938
Interest on long-term debt (2).... 38,213 37,834 37,454 37,075 36,302 35,528 222,406
Operating [ases..........cccceceruennee 113,161 108,199 100,638 88,675 83,119 508,144 1,001,936
Total (3) .cveveeeeieerericeiene $ 162,124 $ 156,783 $ 148,842 $ 136,500 $ 130,171 $1,556,860 $2,291,280
(D) Scheduled principal payments on our term loans.
2) Interest on the outstanding principal balance of the term loans was calculated using the weighted average interest rate for the year
ended December 31, 2017 of 3.5%, including commitment fees on the revolving credit facility.
3) Borrowings on our $225.0 million revolving credit facility are not included in the table above, of which there were borrowings

outstanding of $127.1 million at December 31, 2017. Additionally, estimated payments for the one-time Transition Tax of $11.0
million are excluded from the above table, that is payable over eight years.
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Other Obligations

The Company has 39 letters of credit outstanding used to guarantee certain rent payments for up to $1.6 million. These
letters of credit are guaranteed by cash deposits. No amounts have been drawn against these letters of credit.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Critical Accounting Policies

We prepare our consolidated financial statements in accordance with U.S. GAAP. Preparation of the consolidated
financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the consolidated financial statements, as well as the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from these estimates. The accounting
policies we believe are critical in the preparation of our consolidated financial statements relate to revenue recognition and
goodwill and other intangibles. We have other significant accounting policies that are more fully described in Note 1,
“Organization and Significant Accounting Policies,” to our consolidated financial statements in Item 8 of this Annual Report on
Form 10-K. Both our critical and significant policies are important to an understanding of the consolidated financial
statements.

Revenue Recognition—We recognize revenue when persuasive evidence of an arrangement exists, delivery has occurred
or services have been rendered, the fee is fixed and determinable and collectability is reasonably assured. We recognize
revenue as services are performed.

Center-based child care revenues consist primarily of tuition, which is comprised of amounts paid by parents,
supplemented in some cases by payments from employer sponsors and, to a lesser extent, by payments from government
agencies. Revenue may also include management fees, operating subsidies paid either in lieu of or to supplement parent
tuition, and fees for back-up dependent care or other educational advisory services.

We enter into contracts with employer sponsors to manage and operate their child care and early education centers and to
provide back-up dependent care and educational advisory services under various terms. Our contracts to operate child care and
early education centers are generally three to ten years in length with varying renewal options. Our contracts for back-up
dependent care arrangements and for educational advisory services are generally one to three years in length with varying
renewal options.

We record deferred revenue for prepaid tuition and fees received from clients in advance of services being performed.
We are also a party to certain agreements where the performance of services extends beyond an annual operating cycle. In
these circumstances, we record a long-term obligation and recognize revenue over the period of the agreement as the services
are rendered.

Goodwill and Intangible Assets—We account for business combinations under the acquisition method of accounting.
Amounts paid for an acquisition are allocated to the assets acquired and liabilities assumed based on their fair values at the date
of acquisition. Goodwill is recorded when the consideration paid for an acquisition exceeds the fair value of the net tangible
and identifiable intangible assets acquired. Our intangible assets principally consist of various customer relationships
(including both client and parent relationships) and trade names. Identified intangible assets that have determinable useful lives
are valued separately from goodwill and are amortized over the estimated period during which we derive a benefit. Intangible
assets related to parent relationships are amortized using an accelerated method over their useful lives. All other intangible
assets are amortized on a straight-line basis over their useful lives.

In valuing the customer relationships and trade names, we utilize variations of the income approach, which relies on
historical financial and qualitative information, as well as assumptions and estimates for projected financial information. We
consider the income approach the most appropriate valuation technique because the inherent value of these assets is their ability
to generate current and future income. Projected financial information is subject to risk if our estimates are incorrect. The
most significant estimate relates to our projected revenues and profitability. If we do not meet the projected revenues and
profitability used in the valuation calculations, then the intangible assets could be impaired. In determining the value of
contractual rights and customer relationships, we reviewed historical customer attrition rates and determined a rate of
approximately 30% per year for relationships with parents, and approximately 3.5% to 5.0% for employer client relationships.
Our multi-year contracts with client customers typically result in low annual turnover, and our long-term relationships with
clients make it difficult for competitors to displace us. The value of our customer relationships intangible assets could become
impaired if future results differ significantly from any of the underlying assumptions, including a higher customer attrition rate.
Customer relationships are considered to be finite-lived assets, with estimated lives ranging from four to seventeen years.
Certain trade names acquired as part of our strategy to expand by completing strategic acquisitions are considered to be finite-
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lived assets, with estimated lives ranging from five to ten years. The estimated lives were determined by calculating the
number of years necessary to obtain 95% of the value of the discounted cash flows of the respective intangible asset.

Goodwill and certain trade names are considered indefinite-lived assets. Our trade names identify us and differentiate us
from competitors and, therefore, competition does not limit the useful life of these assets. Additionally, we believe that our
primary trade names will continue to generate revenue for an indefinite period. Goodwill and intangible assets with indefinite
lives are not subject to amortization, but are tested annually for impairment or more frequently if there are indicators of
impairment. Indefinite lived intangible assets are also subject to an annual evaluation to determine whether events and
circumstances continue to support an indefinite useful life.

Goodwill impairment assessments are performed at the reporting unit level, which we have determined to be the same as
our operating segments. In performing the goodwill impairment test, we may first assess qualitative factors to determine
whether it is more likely than not that the fair value of a reporting unit is less than the carrying value. Qualitative factors may
include, but are not limited to, macroeconomic conditions, industry conditions, the competitive environment, changes in the
market for the our services, regulatory developments, cost factors, and entity specific factors such as overall financial
performance and projected results. If an initial qualitative assessment indicates that it is more likely than not that the carrying
value exceeds the fair value of a reporting unit, an additional quantitative evaluation is performed. Alternatively, we may elect
to proceed directly to the quantitative impairment test. In performing the quantitative analysis, we compare the fair value of the
reporting unit with its carrying amount, including goodwill. Fair value for each reporting unit is determined by estimating the
present value of expected future cash flows, which are forecasted for each of the next ten years, applying a long-term growth
rate to the final year, discounted using the Company’s estimated discount rate. If the fair value of the reporting unit exceeds its
carrying amount, the goodwill of the reporting unit is considered not impaired. If the carrying amount of the Company’s
reporting unit exceeds its fair value, the Company would recognize an impairment charge for the amount by which the carrying
amount of the reporting unit exceeds its fair value, up to the amount of goodwill allocated to that reporting unit. The Company
performed a qualitative assessment during the annual impairment review as of October 1, 2017 and concluded that it is not
more likely than not that the fair value of the Company’s reporting units are less than their carrying amount. Therefore, no
goodwill impairment charges were recorded in the years ended December 31, 2017, 2016, or 2015.

We test certain trademarks that are determined to be indefinite-lived intangible assets by comparing the fair value of the
trademarks with their carrying value. We estimate the fair value first by estimating the total revenue attributable to each
trademark and then by applying a royalty rate determined by an analysis of empirical, market-derived royalty rates for
guideline intangible assets, consistent with the initial valuation of the intangibles, or 1% to 2%. The forecasts of revenue and
profitability growth for use in our long-range plan and the discount rate were the key assumptions in our intangible fair value
analysis. We identified no impairments in the years ended December 31, 2017, 2016, and 2015.

Definite-lived intangible assets are reviewed for impairment when events or circumstances indicate that the carrying
amount of the asset may not be recovered. Definite-lived intangible assets are considered to be impaired if the carrying amount
of the asset exceeds the undiscounted future cash flows expected to be generated by the asset over its remaining useful life. If
an asset is considered to be impaired, the impairment is measured by the amount by which the carrying amount of the asset
exceeds its fair value and is charged to results of operations at that time. We identified no impairments in the years ended
December 31, 2017, 2016 and 2015.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Our primary market risk exposures relate to foreign currency exchange rate risk and interest rate risk.
Foreign Currency Risk

Our exposure to fluctuations in foreign currency exchange rates is primarily the result of foreign subsidiaries domiciled in
the United Kingdom, the Netherlands, India and Canada. We have not used financial derivative instruments to hedge foreign
currency exchange rate risks associated with our foreign subsidiaries.

The assets and liabilities of our British, Dutch, Indian and Canadian subsidiaries, whose functional currencies are the
British pound, Euro, Indian rupee and Canadian dollar, respectively, are translated into U.S. dollars at exchange rates in effect
at the balance sheet date. Income and expense items are translated at the average exchange rates prevailing during the period.
The cumulative translation effects for subsidiaries using a functional currency other than the U.S. dollar are included in
accumulated other comprehensive loss as a separate component of stockholders’ equity. We estimate that had the exchange rate
in each country unfavorably changed by 10% relative to the U.S. dollar, our consolidated earnings before taxes would have
decreased by approximately $3.6 million for 2017.

Interest Rate Risk

Interest rate exposure relates primarily to the effect of interest rate changes on borrowings outstanding under our
revolving credit facility and term loans that are subject to variable interest rates. At December 31, 2017, we had borrowings
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outstanding of $127.1 million under our revolving credit facility, which were subject to a weighted average interest rate of 4.1%
during the year then ended, and we had borrowings outstanding of $1.1 billion under our term loan facility, which were subject
to a weighted average interest rate of 3.5% during the year then ended. To limit exposure to upward movement of interest
rates, we entered into interest rate swap agreements to fix the interest rates on a substantial portion of our outstanding term loan
borrowings. At December 31, 2017, we had interest rate swaps with an underlying fixed notional amount of $500.0 million and
a fixed interest rate, including the applicable rate for Eurocurrency loans, of approximately 3.90%.

Based on the borrowings outstanding under the senior secured credit facilities during 2017, we estimate that had the
average interest rate on our borrowings increased by 100 basis points in 2017, our interest expense for the year would have
increased by approximately $11.6 million excluding the impact of the interest rate swap agreements that were effective October
31, 2017, and would have increased by approximately $10.7 million including the impact of the interest rate swap agreements
as if they were in effect for the entirety of 2017.

These estimates assume the interest rate of each variable rate borrowing is raised by 100 basis points. The impact on
future interest expense as a result of future changes in interest rates will depend largely on the gross amount of our borrowings
subject to variable interest rates at that time. Additionally, the estimated increase in interest expense as calculated above is not
indicative of future expenses as the Company reduced the applicable interest rates of the term loan facility and the revolving
credit facility in connection with the May 2017 and November 2017 amendments, as further described under “Debt” in
“Management's Discussion and Analysis” in Item 7 of Part II of this Annual Report. As actual interest rate movements over
time are uncertain, our swaps pose potential interest rate risks if interest rates decrease. As of December 31, 2017, the fair
value of our interest rate swap agreements was an asset of $3.8 million.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directors
Bright Horizons Family Solutions Inc.
Watertown, Massachusetts

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Bright Horizons Family Solutions Inc. and subsidiaries (the
“Company”) as of December 31, 2017 and 2016, and the related consolidated statements of income, comprehensive income,
changes in stockholders' equity, and cash flows, for each of the three years in the period ended December 31, 2017, and the
related notes (collectively referred to as the “financial statements™). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2017 and 2016, and the results of its operations
and its cash flows for each of the three years in the period ended December 31, 2017, in conformity with accounting principles
generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of December 31, 2017, based on criteria established in
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated February 28, 2018, expressed an unqualified opinion on the Company’s internal control over
financial reporting.

Adoption of ASU No. 2016-09

As discussed in Note 1 to the financial statements, the Company has changed its method of accounting for the excess tax
benefits from stock awards prospectively beginning January 1, 2017 in accordance with the adoption of Accounting Standards
Update No. 2016-09, Compensation — Stock Compensation: Improvements to Employee Share-Based Payment Accounting.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
the Company's financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due
to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
February 28, 2018

We have served as the Company's auditor since 2005.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 31,

2017 2016
ASSETS
Current assets:
Cash and cash eQUIVAIENTS........c.ccieiiiieiiiiiece ettt ettt ettt e ebeese e e saesasessessnens $ 23227 $ 14,633
ACCOUNTS TECETVADIE—TIET ...outiiiiiiiieciic ettt ettt e e te et e etbeeeseeeabeebaessaeebeasnseenseens 117,138 97,212
Prepaid expenses and Other CUITENt ASSELS ........cuevvievirrierieriierieeeiere et ereeee e esseereeseeeeneeeeas 52,096 42,554
TOtAl CUITEINT ASSELS....eiiiueeeeeeieeiieee e e eeitteeee e e eeeteee e e eeeetee e e eeeeaaeeeeeeesaaeeeeeenaseeeeeeesssseeeeeeannres 192,461 154,399
FIX@A @SSEES—TICT .. eeuetieiiectie ettt ettt ettt et eete et e et e e eteeeaae e baeesseeeseesnbeaseesseensaeasseesaennreanes 575,185 529,432
GOOAWILL...ceiieiees ettt ettt ettt st sb et eab e e sbesbeese e b e ese e seesseeseessesaeesseseesaessneneas 1,306,792 1,267,705
Other iNtANZIDIES—NCT ...c..ecviiiiiieiiitiet ittt ettt ettt e e ss b e e sbebeeseesseeneesaeenseens 348,540 374,566
OBRET ASSELS ..veiivvieieeietieie et ee ettt et et e e et e et e e e taeesteessbeeaseeaseeessaesseessseessaeesseeseasssaansesssseenseesssaensseanns 45,666 32,915
TOTAL ASSELS vttt et et ettt e e et e eee et e e e et e aeeae e e eeeteeae st eeaesteeaesneeaeeeas $ 2,468,644 $ 2,359,017
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of [ong-term debt..........ccooiiviiiiiiiiiieieeeeeeeeeee e $ 10,750 $ 10,750
Borrowings on revolving credit facility .......ocvevvivieieiieiiciceceeceeeeee e 127,100 76,000
Accounts payable and aCCrued EXPEINSES........ceerverrieriirieriieieeeeeeereeereeseeeaesteseeeesseessesseesesnens 132,897 125,400
DETEITEA TEVEINUE ...ttt et e e e et e e et e e et e e eaaeeeemeeeeenseeeeneeeeannaeeas 155,696 146,692
Other CUITENt HADIIITIES ....veiieveiieeeie ettt ee et e e e e e e e enaeeesneeeeas 34212 28,738
Total current HADIIITIES .. ..ecvveirieeie ettt ettt et e et e e be e aeeeseeesbeeeaseenseenes 460,655 387,580
LoNg-1erM debDt—NEt......cviiiiiiiciiiieeeceeee ettt ettt re e r e ne e aeenreens 1,046,011 1,054,009
Deferred rent and related ODlIZAtIONS ..........ceevuieiiiiiecieieeieciee et ens 66,499 59,518
Other 1ong-1erm [HaDIITIES ... .ecueeeeitieieiieiee ettt et eee e neeae e eeas 64,171 52,048
DETEITEA TEVEIUE ...ttt e et e e e e e eeaaeeeeneaeessaeesnneesaneeessaneeesaens 8,179 6,284
DEfErred INCOME TAXES.....ocvviiiiiiieieeiee ettt eeee ettt eeeee e e eeaeeeeseeeeeeaeeesenaeesensaeessaeessnneesarseessareeesaens 74,069 111,711
TOtAl HADIIIEIES ..e.veuviveeieieiiee ettt ettt ettt et e etebe s eas e b eas e s aneenseseeneeseeneenaeneanes 1,719,584 1,671,150
Commitments and contingencies (Note 13)
Stockholders’ equity:
Preferred stock, $0.001 par value; 25,000,000 shares authorized and no shares issued or
outstanding at December 31, 2017 and 2016.........ccceevieieiiieiiiieieee ettt — —
Common stock, $0.001 par value; 475,000,000 shares authorized; 58,013,144 and
58,910,282 shares issued and outstanding at December 31, 2017 and 2016, respectively....... 58 59
Additional paid-in CaPItal.........c.cccieiiriieiieiieere et raens 747,155 899,076
Accumulated other cOMPrehenSiVe LOSS......co.eiuiieiirieieieeiee e (33,296) (89,448)
Retained earnings (accumulated defiCit)........ccooerieriirieseniee e 35,143 (121,820)
Total StOCKNOIAEIS” ©QUILY .....eveetitiiietiiite ettt 749,060 687,867
Total liabilities and stockholders’ €qUILY ........ccovirririinernieirececee e $ 2,468,644 $ 2,359,017

See notes to consolidated financial statements.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except share data)

Years ended December 31,

2017 2016 2015

REVENUE.....ooiiiieeee e $ 1,740,905 $ 1,569,841 $ 1,458,445
COSt OF SEIVICES ..vviuvieiieiictieieeeeete ettt re e 1,310,295 1,178,994 1,100,690

GTOSS PLOTIE 1evieiieiieeeeie ettt e e eeeeseeeee e e 430,610 390,847 357,755
Selling, general and administrative eXpenses ..........c.ccoceeerereeeeneenenn 188,939 163,967 148,164
Amortization of intangible assets.........c.coevveveeierirerineneneeeeee 32,561 29,642 27,989
OthET EXPEIISES ...veuveiieniietieiieiteett ettt ettt ettt ettt sttt et eee e 3,671 — —

Income from OPErations ........c.ceeeeverereenierueniinrenieeerieeeiee e 205,439 197,238 181,602
Loss on extinguishment of debt ............ccciiiirinininineieeeeee — (11,117) —
INterest EXPEeNSE—NEL........cevuiriuieriiieniieeie ettt (44,039) (42,924) (41,446)

Income before iNCOME tAXES ....eveveeeerieririeeiieierieeeeete et eeeneas 161,400 143,197 140,156
INCOME tAX EXPEISE ..c..evriiieniiiieieeiiete et (4,437) (48,437) (46,229)

NELINCOME ...eeviiieeeiietieieeteert ettt ettt e sreesee e esseseaesseereesbeeseenes $ 156,963 94,760 $ 93,927
Allocation of net income to common stockholders:

CommMmON StOCK—DASIC ...uvvveiiiieeiiii et $ 155,995 93,919 $ 93,287

Common stock—diluted ...........ccoevvirieiiinieiieieceee e $ 156,016 93,938 $ 93,303
Earnings per common share:

Common StOCK—DbASIC ....cc.evuirieiiieieie e $ 2.65 1.59 §$ 1.53

Common StoCKk—diluted ........cccuvveiiiiiiiiieeeieeeee e, $ 2.59 155 $ 1.50
Weighted average number of common shares outstanding:

Common StOCK—DASIC .....cecveeureiieiieiieiirieeeee e 58,873,196 59,229,069 60,835,574

Common stock—diluted ..........ccoevvieieiiinienieiice e 60,253,691 60,594,895 62,360,778

See notes to consolidated financial statements.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

Years ended December 31,

2017 2016 2015
INEt ANCOIMIC ... en e eennenes $ 156,963 $ 94760 $ 93,927
Other comprehensive income (loss):
Foreign currency translation adjustments ...........cccveeeevieieiinininencneneneeee 53,892 (50,178) (17,583)
Unrealized gain on interest rate swaps, net of taX .........cocceeeeeereeenenenenes 2,260 — —
Total other comprehensive income (10SS) ......ccuevveveveeveneniecenenineneneens 56,152 (50,178) (17,583)
ComPrenenSiVe INCOME ......cceerveeeeerieieereeieieeesteseeeseesesreeeseseesesseeseeens $ 213,115  $ 44,582 $ 76,344

See notes to consolidated financial statements.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(In thousands, except share data)

Accumulated Retained
Common Stock Additional Treasury Other Earnings Total
Paid-in Stock, Comprehensive  (Accumulated Stockholders’
Shares Amount Capital at Cost Loss Deficit) Equity
Balance at January 1,2015 ................. 61,534,802 $ 62 $ 1,083,091 $ — 3 (21,687) $ (310,507) $ 750,959
Stock-based compensation expense... 9,200 9,200
Exercise of stock options...........c.c.... 694,381 — 9,811 9,811
Excess tax benefits from stock
OPtiON EXEICISES....uvrurvueurierencrrienenns 9,397 9,397
Purchase of treasury stock ................. (128,103) (128,103)
Retirement of treasury stock.............. (2,221,047) 2) (128,101) 128,103 —
Translation adjustments ... (17,583) (17,583)
Net iNCoOME .....ovevevereieeeieeeeeene 93,927 93,927
Balance at December 31,2015 ................. 60,008,136 60 983,398 — (39,270) (216,580) 727,608
Stock-based compensation expense... 11,646 11,646
Exercise of stock options................... 761,452 1 11,678 11,679
Excess tax benefits from stock
OPHiON EXETCISES...vuvenrvvenineerencirierenens 12,891 12,891
Options received in net share
settlement of stock option exercises .. (113,801) — (7,747) (7,747)
Purchase of treasury stock ................. (112,792) (112,792)
Retirement of treasury stock.............. (1,745,505) ?2) (112,790) 112,792 —
Translation adjustments ............cc.... (50,178) (50,178)
Net income 94,760 94,760
Balance at December 31,2016 ................ 58,910,282 59 899,076 — (89,448) (121,820) 687,867
Stock-based compensation expense... 12,072 12,072
Exercise of stock options and
restricted stock units ............ccceeeueenn. 1,194,160 1 22,624 22,625
Vested restricted stock........ccocvuvueuencne 287,625 — 5,374 5,374
Options received in net share
settlement of stock option exercises
and vesting of restricted stock............ (410,508) — (29,798) (29,798)
Purchase of treasury stock ................. (162,195) (162,195)
Retirement of treasury stock.............. (1,968,415) 2) (162,193) 162,195 —
Translation adjustments ..................... 53,892 53,892
Unrealized gain on interest rate
swaps, net of taX.......cccoevveveerireereennes 2,260 2,260
Net iNCOME .....oveveviieieeeeeeeeieeene 156,963 156,963
Balance at December 31, 2017 ... . 58,013,144 S 58 $§ 747,155 § — 8§ (33,296) $ 35,143  $ 749,060

See notes to consolidated financial statements.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

INET INCOIMIC. ..ttt ettt ettt et b ettt s et bt e st et s et beneenenee

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortiZation............eeeeeererieienieneniineeeee e

Loss on extinguishment of debt

Amortization of original issue discount and deferred financing costs .................
Loss on foreign currency transactions and other............coocveeieniiiiiiiiciicene
Loss (gain) on disposal of fixed aSSets .........c.ecereeeerieirennireereeeeeeee
Stock-based COMPENSALION EXPEINISE. ....c.veuvvirereriiiererieieeieiereeieeeeeseene e seseeseenenees
Deferred iNCOME TAXES .....coveveuireeiirtiieierteeteetete ettt ettt

Deferred rent

Changes in assets and [iabilities: .........cooueoererieireeiieee e
ACCOUNTS TECEIVADIL. ...ttt
Prepaid expenses and other CUrrent assets........ocuevevvereerrerrerieseseseseeeenens
INCOME tAXES ..t
Accounts payable and accrued eXPenses........coceeeeieieierierenieniene e
DEferred FEVEIUE ......c.eeveuiiiieiiieceieee et
Accrued rent and related obligations.........coceveeveieenrirereee e
OhET @SSELS....cueueeeiiteeetite ettt st
Other current and long-term 1iabilities .........c.cceveievierierieriirereseceeeeeeene

Net cash provided by operating activities............cecevueereneererinenenne
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases Of fIXed ASSELS .....ce.erueirriieiieiieieet ettt

Proceeds from the disposal of fiXed aSSEtS .........eceeueruieieieiniieieieieiee e

Payments and settlements for acquisitions—net of cash acquired....

Net cash used in investing activities .........cceeeeeeeeiereerieniisieere e
CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings of long-term debt, net of issuance costs of $9.4 million..........c.ccccovueveneee.
Extinguishment of long-term debt...........cccoceoveiriiiiiniiiiieccce e
Payments of contingent consideration for acquiSitions ...........cccoeveveeeneniririerenceennn
Payments of debt ISSUANCE COSTS.......c.uririiiriiiiinieiieierieieter et
Borrowings under revolving credit facility ........cceovevverieneninieieieieiceeeeeeeeee
Payments under revolving credit facility ........ccecvevveviiriesiinicieeeeeieeee e
Principal payments of long-term debt
Taxes paid related to the net share settlement of stock options and restricted stock....
Purchase of treasury STOCK ..........eoieuirieiirieieieiieieet e
Proceeds from issuance of common stock upon exercise of Options ..........cccceeveeveenne
Proceeds from issuance of restricted StOCK.......c..covuvuiriiniiinerieiniciceceeccee
Excess tax benefits from stock-based compensation............ccceceeeeereeneneninenenereennn

Net cash (used in) provided by financing activities
Effect of exchange rates on cash and cash equivalents .............cccocooeiiiiiiiiniinne

Net increase (decrease) in cash and cash equivalents........................
Cash and cash equivalents—beginning of period...........c.couviriininiinciiiiiicceeee
Cash and cash equivalents—end of Period...........c.ccoveiiiriiiniiniiiiccccceee
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Years ended December 31,

2017 2016 2015
156,963 $ 94,760 $ 93,927
94,776 85,284 78,666
— 11,117 —
1,776 3,474 3,583
1,781 43 232
2,760 (143) 351
12,072 11,646 9,200
(37,562) (12,121) (758)
4,345 2,562 2,736
(18,689) (78) (13,340)
(7,371) (7,289) 3,825
11,156 12,773 (12,073)
5912 (6,858) (6,448)
9,316 7,750 2,955
1,726 7,517 4,642
(8,387) (319) (14,296)
5,698 3,179 16,854
236,272 213,297 170,056
(88,122) (75,334) (77,785)
4,285 1,234 50
(21,484) (228,737) (77,619)
(105,321) (302,837) (155,354)
— 1,065,610 —
— (922,488) —
(185) (915) —
(1,711) (1,002) —
643,201 445,868 267,300
(592,101) (393,868) (243,300)
(8,063) (7,163) (9,550)
(29,798) (7,747) —
(162,195) (112,792) (128,103)
22,625 11,679 9,811
4363 3,682 3,864
— 12,891 9,397
(123,864) 93,755 (90,581)
1,507 (1,121) (468)
8,594 3,094 (76,347)
14,633 11,539 87,886
23227 $ 14,633 $ 11,539




SUPPLEMENTAL CASH FLOW INFORMATION:

Cash payments OF INEETEST.........cueierieriertiriieeet ettt ettt ettt ettt beebe e ens

Cash payments Of INCOME tAXES.......cveirueieirierieieiete ettt ee

NON-CASH TRANSACTION:

Fixed asset purchases recorded in accounts payable and accrued expenses

Years ended December 31,

2017 2016 2015
44,464 $ 37,090 $ 38,110
31290 $ 34,670 $ 49,819

1,500 $ 3,000 $ 2,000

See notes to consolidated financial statements.
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BRIGHT HORIZONS FAMILY SOLUTIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization — Bright Horizons Family Solutions Inc. (“Bright Horizons” or the “Company”) provides center-based
child care and early education, back-up dependent care (for children and elders), tuition reimbursement program management
services, college admissions advisory services, and other support services in the United States, the United Kingdom, the
Netherlands, Puerto Rico, Canada, and India. The Company provides services designed to help employers and families better
address the challenges of work and family life primarily under multi-year contracts with employers who offer child care and
other dependent care solutions, as well as other educational advisory services, as part of their employee benefits packages to
improve employee engagement.

The Company provides its center-based child care services under two general business models: a cost-plus model, where
the Company is paid a fee by an employer client for managing a child care center on a cost-plus basis, and a profit and loss
(“P&L”) model, where the Company assumes the financial risk of operating a child care center. The P&L model is further
classified into two subcategories: (i) a sponsor model, where Bright Horizons provides child care and early education services
on either an exclusive or priority enrollment basis for the employees of a specific employer sponsor; and (ii) a lease/consortium
model, where the Company provides child care and early education services to the employees of multiple employers located
within a specific real estate development (for example, an office building or office park), as well as to families in the
surrounding community. In both the cost-plus and sponsor P&L models, the development of a new child care center, as well as
ongoing maintenance and repair, is typically funded by an employer sponsor with whom the Company enters into a multi-year
contractual relationship. In addition, employer sponsors typically provide subsidies for the ongoing provision of child care
services for their employees. Under each model type, the Company retains responsibility for all aspects of operating the child
care and early education center, including the hiring and paying of employees, contracting with vendors, purchasing supplies,
and collecting tuition and related accounts receivable.

The Company provides back-up dependent care services through its own centers and through our Back-Up Care
Advantage (“BUCA”) program, which offers access to a contracted network of in-home care agencies and center-based
providers in locations where the Company does not otherwise have centers with available capacity.

Stock Offerings — On January 30, 2013, the Company completed an initial public offering (the “IPO”) and issued a
total of 11.6 million shares of common stock in exchange for $233.3 million, net of offering costs. The Company used the
proceeds of the IPO, as well as certain amounts from a 2013 debt refinancing, to repay the principal and accumulated interest
under its senior notes outstanding on January 30, 2013. The Company also authorized 25 million shares of undesignated
preferred stock for issuance.

Subsequent to the PO, certain of the Company’s stockholders have sold a total of 47.7 million shares of the Company’s
common stock in underwritten secondary offerings (“secondary offerings”), including 8.2 million, 4.1 million, and 9.7 million
shares in the years ended December 31, 2017, 2016, and 2015, respectively. The Company did not receive proceeds from the
sale of shares in the secondary offerings. The Company incurred $0.5 million, $0.5 million, and $0.6 million in the years ended
December 31, 2017, 2016, and 2015, respectively, in offering costs related to the secondary offerings, which are included in
selling, general and administrative expenses in the consolidated statement of income. The Company purchased 1.7 million, 1.0
million, and 2.1 million of the shares sold in the secondary offerings in 2017, 2016, and 2015, respectively, from investment
funds affiliated with Bain Capital Partners LLC at the same price per share paid by the underwriter to the selling stockholders.

Principles of Consolidation — The consolidated financial statements include the accounts of the Company and its
subsidiaries. Intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates — The preparation of the consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America (“GAAP” or “U.S. GAAP”) requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the consolidated financial statements, as well as the reported amounts of revenue and expenses during the reporting
period. The Company’s significant accounting estimates in the preparation of the consolidated financial statements relate to the
valuation of goodwill and other intangibles, and income taxes. Actual results may differ from management’s estimates.

Foreign Operations — The functional currency of the Company’s foreign subsidiaries is their local currency. The assets
and liabilities of the Company’s foreign subsidiaries are translated into U.S. dollars at exchange rates in effect at the balance
sheet date. Income and expense items are translated at the average exchange rates prevailing during the period. The
cumulative translation effect for subsidiaries using a functional currency other than the U.S. dollar is included in accumulated
other comprehensive income or loss as a separate component of stockholders’ equity.
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The Company’s intercompany accounts are denominated in the functional currency of the foreign subsidiary. Gains and
losses resulting from the remeasurement of intercompany receivables that the Company considers to be of a long-term
investment nature are recorded as a cumulative translation adjustment in accumulated other comprehensive income or loss as a
separate component of stockholders’ equity, while gains and losses resulting from the remeasurement of intercompany
receivables from those foreign subsidiaries for which the Company anticipates settlement in the foreseeable future are recorded
in the consolidated statement of income. The Company incurred foreign currency translation losses of $1.7 million during the
year ended December 31, 2017, associated with the disposition of the remaining assets in Ireland, which was included in other
expenses in the consolidated statement of income. The net gains and losses recorded in the consolidated statements of income
for the years ended December 31, 2016 and 2015 were not significant.

Fair Value of Financial Instruments — The Company defines fair value as the price that would be received to sell an
asset or be paid to transfer a liability in an orderly transaction between market participants at the measurement date and applies
the following fair value hierarchy, which prioritizes the inputs used to measure fair value into three levels and bases the
categorization within the hierarchy upon the lowest level of input that is available and significant to the fair value
measurement. The hierarchy gives the highest priority to observable inputs such as unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).
The Company uses observable inputs where relevant and whenever possible.

Level 1 — Quoted prices are available in active markets for identical investments as of the reporting date.

Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations in which all significant inputs and significant value drivers are
observable in active markets.

Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or significant value
drivers are unobservable.

The carrying value of cash and cash equivalents, accounts receivable, accounts payable and accrued expenses, and
borrowings on the revolving credit facility approximates their fair value because of their short-term nature.

The fair value of the Company's long-term debt is based on current bid prices, which approximates carrying value. As
such, the Company's long-term debt was classified as Level 1, as defined under U.S. GAAP. As of December 31, 2017 and
2016, the carrying value and estimated fair value of long-term debt was $1.1 billion.

In 2017, the Company entered into interest rate swap agreements, which were included in other assets on the consolidated
balance sheets at fair value. As of December 31, 2017, the fair value of the interest rate swaps were $3.8 million, which were
estimated using market-standard valuation models. Such models project future cash flows and discount the future amounts to a
present value using market-based observable inputs. Additionally, the fair value of the interest rate swaps included
consideration of credit risk. The Company used a potential future exposure model to estimate this credit valuation adjustment
(“CVA.”) The inputs to the CVA were largely based on observable market data, with the exception of certain assumptions
regarding credit worthiness. As the magnitude of the CVA was not a significant component of the fair value of the interest rate
swaps, it was not considered a significant input. The fair value of the interest rate swaps is classified as Level 2, as defined
under U.S. GAAP.

During 2017 and 2016, the Company had no transfers of assets or liabilities between any of the above hierarchy levels.

Concentrations of Credit Risk — Financial instruments that potentially expose the Company to concentrations of credit
risk consist mainly of cash and cash equivalents and accounts receivable. The Company mitigates its exposure by maintaining
its cash and cash equivalents in financial institutions of high credit standing. The Company’s accounts receivable, which are
derived primarily from the services it provides, are dispersed across many clients in various industries with no single client
accounting for more than 10% of the Company’s net revenue or accounts receivable. The Company believes that no significant
credit risk exists at December 31, 2017 and 2016.

Cash and Cash Equivalents — The Company considers all highly liquid investments with maturities, when purchased,
of three months or less to be cash equivalents. Cash equivalents consist primarily of institutional money market accounts.
There were no cash equivalent investments at December 31, 2017 and 2016.

The Company’s cash management system provides for the funding of the main bank disbursement accounts on a daily
basis as checks are presented for payment. Under this system, outstanding checks may be in excess of the cash balances at
certain banks, creating book overdrafts. There were $18.0 million and $11.0 million in book overdrafts at December 31, 2017
and 2016, respectively, included in accounts payable on the consolidated balance sheet.

Accounts Receivable — The Company generates accounts receivable from fees charged to parents and employer
sponsors and, to a lesser degree, government agencies. The Company monitors collections and payments and maintains a
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provision for estimated losses based on historical trends, in addition to provisions established for specific collection issues that
have been identified. Accounts receivable are stated net of this allowance for doubtful accounts.

Activity in the allowance for doubtful accounts is as follows (in thousands):

Years ended December 31,

2017 2016 2015
Beginning balance..........coecuereieriiiiiiiiiceeeeiere et $ 1,054 $ 1,556 $ 1,235
PLOVISION ..viiiiiieiie ettt ettt ettt s ae e st e e sbebe e e e sreenseeraennas 2,537 839 1,322
Write offs and recoveries (1,162) (1,341) (1,001)
Ending balance ..........cceovieviieiieiieieiieeee et $ 2,429 § 1,054  $ 1,556

Fixed Assets — Property and equipment, including leasehold improvements, are carried at cost less accumulated
depreciation or amortization. Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets.
Leasehold improvements are amortized on a straight-line basis over the shorter of the lease term or their estimated useful lives.
The cost and accumulated depreciation of assets sold or otherwise disposed of are removed from the consolidated balance sheet
and the resulting gain or loss is reflected in the consolidated statement of income. Expenditures for maintenance and repairs
are expensed as incurred, whereas expenditures for improvements and replacements are capitalized. Depreciation is included
in cost of services and selling, general and administrative expenses depending on the nature of the expenditure.

Business Combinations — Business combinations are accounted for under the acquisition method of accounting.
Amounts paid for an acquisition are allocated to the assets acquired and liabilities assumed based on their fair values at the date
of acquisition. The accounting for business combinations requires estimates and judgment as to expectations of future cash
flows of the acquired business, the allocation of those cash flows to identifiable intangible assets, and in determining the
estimated fair value for assets acquired and liabilities assumed. The determination of fair values is based on management’s
estimates and assumptions, as well as other information compiled by management, including valuations that utilize customary
valuation procedures and techniques. If actual results differ from these estimates, the amounts recorded in the financial
statements could be impaired.

Acquisition costs are expensed as incurred and recorded in selling, general and administrative expenses; integration costs
associated with a business combination are expensed subsequent to the acquisition date; and changes in deferred tax asset
valuation allowances and income tax uncertainties after the acquisition date affect income tax expense.

Goodwill and Intangible Assets — Goodwill is recorded when the consideration paid for an acquisition exceeds the fair
value of the net tangible and identifiable intangible assets acquired. The Company’s intangible assets principally consist of
various customer relationships (including both client and parent relationships) and trade names. Goodwill and intangible assets
with indefinite lives are not subject to amortization, but are tested annually for impairment or more frequently if there are
indicators of impairment. Indefinite lived intangible assets are also subject to an annual evaluation to determine whether events
and circumstances continue to support an indefinite useful life.

Goodwill impairment assessments are performed at the reporting unit level, which for Bright Horizons is at the operating
segment level. In performing the goodwill impairment test, the Company may first assess qualitative factors to determine
whether it is more likely than not that the fair value of a reporting unit is less than the carrying value. Qualitative factors may
include, but are not limited to, macroeconomic conditions, industry conditions, the competitive environment, changes in the
market for the Company’s services, regulatory developments, cost factors, and entity specific factors such as overall financial
performance and projected results. If an initial qualitative assessment indicates that it is more likely than not that the carrying
value exceeds the fair value of a reporting unit, an additional quantitative evaluation is performed. Alternatively, the Company
may elect to proceed directly to the quantitative impairment test. In performing the quantitative analysis, the Company
compares the fair value of the reporting unit with its carrying amount, including goodwill. Fair value for each reporting unit is
determined by estimating the present value of expected future cash flows, which are forecasted for each of the next ten years,
applying a long-term growth rate to the final year, discounted using the Company’s estimated discount rate. If the fair value of
the Company’s reporting unit exceeds its carrying amount, the goodwill of the reporting unit is considered not impaired. If the
carrying amount of the Company’s reporting unit exceeds its fair value, the Company would recognize an impairment charge
for the amount by which the carrying amount of the reporting unit exceeds its fair value, up to the amount of goodwill allocated
to that reporting unit. The Company performed a qualitative assessment during the annual impairment review as of October 1,
2017 and concluded that it is not more likely than not that the fair value of the Company’s reporting units are less than their
carrying amount. Therefore, no goodwill impairment charges were recorded in the years ended December 31, 2017, 2016, or
2015.

We test certain trademarks that are determined to be indefinite-lived intangible assets by comparing the fair value of the
trademarks with their carrying value. We estimate the fair value first by estimating the total revenue attributable to the
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trademarks and then by applying a royalty rate determined by an analysis of empirical, market-derived royalty rates for
guideline intangible assets, consistent with the initial valuation of the intangibles. No impairment losses were recorded in the
years ended December 31, 2017, 2016 or 2015 in relation to intangible assets.

Intangible assets that are separable from goodwill and have determinable useful lives are valued separately and are
amortized over the estimated period benefited, ranging from one to seventeen years. Intangible assets related to parent
relationships are amortized using an accelerated method over their useful lives. All other intangible assets are amortized on a
straight-line basis over their useful lives.

Impairment of Long-Lived Assets — The Company reviews long-lived assets for possible impairment whenever events
or changes in circumstances indicate that the carrying amount of such assets may not be recoverable. Impairment is assessed
by comparing the carrying amount of the asset to the estimated undiscounted future cash flows over the asset’s remaining life.
If the estimated cash flows are less than the carrying amount of the asset, an impairment loss is recognized to reduce the
carrying amount of the asset to its estimated fair value less any disposal costs. The Company recorded fixed asset impairment
losses of $0.2 million in the year ended December 31, 2017 and less than $0.1 million in the years ended December 31, 2016
and 2015, which have been included in cost of services in the consolidated statement of income.

Other Long-Term Assets — Other long-term assets includes a deposit of $8.0 million in the Company's wholly-owned
captive insurance entity and a cost basis investment of $2.1 million in a private company, which we review for impairment
whenever events or changes in circumstances indicate that the carrying amount of such asset may not be recoverable.

Deferred Revenue — The Company records deferred revenue for prepaid tuition and fees received from clients in
advance of services being performed. The Company is also a party to agreements where the performance of services extends
beyond one year. In these circumstances, the Company records a long-term obligation and recognizes revenue over the period
of the agreement as the services are rendered.

Leases and Deferred Rent — The Company leases space for certain of its centers and corporate offices. Leases are
evaluated and classified as operating or capital for financial reporting purposes. The Company recognizes rent expense from
operating leases with periods of free rent, tenant allowances and scheduled rent increases on a straight-line basis over the
applicable lease term. The difference between rents paid and straight-line rent expense is recorded as deferred rent.

Discount on Long-Term Debt — Original issue discounts on the Company’s debt are recorded as a reduction of long-
term debt and are amortized over the life of the related debt instrument in accordance with the effective interest method.
Amortization expense is included in interest expense in the consolidated statement of income.

Deferred Financing Costs — Deferred financing costs are recorded as a reduction of long-term debt and are amortized
over the life of the related debt instrument in accordance with the effective interest method. Amortization expense is included
in interest expense in the consolidated statement of income.

Income Taxes — The Company accounts for income taxes using the asset and liability method. Under the asset and
liability method, deferred tax assets and liabilities are recognized for the future tax consequences attributable to temporary
differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases and
for tax carryforwards, such as net operating losses. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the provision for income taxes in the
period that includes the enactment date. The Company records a valuation allowance to reduce the carrying amount of deferred
tax assets if it is more likely than not that such asset will not be realized. Additional income tax expense is recognized as a
result of recording valuation allowances. The Company does not recognize a tax benefit on losses in foreign operations where
it does not have a history of profitability. The Company records penalties and interest on income tax related items as a
component of tax expense.

Obligations for uncertain tax positions are recorded based on an assessment of whether the position is more likely than
not to be sustained by the taxing authorities. The Company recognizes accrued interest and penalties related to unrecognized
tax benefits in income tax expense.

Revenue Recognition — The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery
has occurred or services have been rendered, the fee is fixed and determinable, and collectability is reasonably assured.

Center-based child care revenues consist primarily of tuition, which consists of amounts paid by parents, supplemented in
some cases by payments from employer sponsors and, to a lesser extent, by payments from government agencies. Revenue
may also include management fees, operating subsidies paid either in lieu of or to supplement parent tuition, and fees for other
services. Revenue for center-based child care is recognized as the services are performed.
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The Company enters into contracts with its employer sponsors to manage and operate their child care and early education
centers and/or for the provision of back-up dependent care and other educational advisory services under various terms. The
Company’s contracts to operate child care and early education centers are generally three to ten years in length with varying
renewal options. The Company’s contracts for back-up dependent care and other educational advisory services are generally
one to three years in length with varying renewal options. Revenue for these services is recognized as they are performed.

Stock-Based Compensation — The Company accounts for stock-based compensation using a fair value method. Stock-
based compensation expense is recognized in the consolidated financial statements based on the grant-date fair value of the
awards that are expected to vest. This expense is recognized on a straight-line basis over the requisite service period, which
generally represents the vesting period, of each separately vesting tranche. The Company calculates the fair value of stock
options using the Black-Scholes option-pricing model.

Comprehensive Income or Loss — Comprehensive income or loss is comprised of net income or loss, foreign currency
translation adjustments, and unrealized gains or losses from interest rate swaps, net of tax. The Company has not recorded a
deferred tax liability related to state income taxes and foreign withholding taxes on the undistributed earnings of foreign
subsidiaries that are intended to be indefinitely reinvested. Therefore, taxes are not provided for the related currency translation
adjustments.

Earnings Per Share — Net earnings per share is calculated using the two-class method, which is an earnings allocation
formula that determines net income or loss per share for the holders of the Company’s common stock and unvested
participating shares. Unvested participating shares are unvested share-based payment awards of restricted stock that participate
in dividends with common stock. Net income available to stockholders is allocated on a pro rata basis to each share as if all of
the earnings for the period had been distributed. Diluted net income or loss per share is calculated using the more dilutive of
(1) the treasury stock method, or (2) the two-class method for all outstanding stock options.

Recently Adopted Pronouncement — In March 2016, the Financial Accounting Standards Board (“FASB”) issued
Accounting Standards Update (“ASU”) No. 2016-09, Compensation — Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting. The amendments in this update simplify several aspects of the accounting for
employee share-based payment transactions, including the accounting for income taxes, forfeitures and statutory tax
withholding requirements, as well as classification on the statement of cash flows. The update is effective for annual reporting
periods beginning after December 15, 2016, including interim periods within those annual reporting periods with early
adoption permitted. The Company adopted the standard prospectively on January 1, 2017, and as such, prior periods have not
been adjusted. The adoption of this guidance impacted the Company’s income tax expense, effective tax rate, and weighted
average shares outstanding. The Company continues to include a forfeiture assumption relative to its unvested awards. Upon
adoption, the Company now recognizes all excess tax benefits and tax deficiencies as income tax benefits or expenses on the
income statement, which were previously recorded to additional paid-in capital on the balance sheet. As a result, the Company
decreased tax expense and increased net income by $26.5 million in the year ended December 31, 2017 in relation to the excess
tax benefits associated with the exercise of stock options and vesting of restricted stock. Additionally, weighted average diluted
common shares increased in the year ended December 31, 2017 by approximately 0.4 million shares under the new earnings
per share methodology and tax benefits from stock options of $26.5 million were included with cash flows from operating
activities as a component of net income rather than as cash flows from financing activities under previous guidance.

New Accounting Pronouncements — In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with
Customers (Topic 606), which provides a single comprehensive model for revenue recognition. The FASB has subsequently
issued various ASUs which amend or clarify specific areas of the guidance. The standard’s core principle is that a company
will recognize revenue when it transfers promised goods or services to customers in an amount that reflects the consideration to
which the company expects to be entitled in exchange for those goods or services. This new guidance is effective for the
Company beginning January 1, 2018 and can be adopted using either a full retrospective or modified approach. The Company
will adopt the standard using the modified approach.

The Company established an implementation team to assist with its assessment of the impact of the new revenue
guidance on its operations, consolidated financial statements and related disclosures. The Company’s assessment has included
performing analysis for each revenue stream identified, assessing the potential differences in recognition and measurement that
may result from adopting this standard, evaluating principal versus agent considerations, and assessing whether the Company
meets certain practical expedients. Based on the results of the assessment, the adoption of this standard will not have a material
impact on the timing or amount of revenue recognized upon adoption and any cumulative prior period adjustment is immaterial
and therefore will not be recorded to the opening balance of retained earnings upon adoption. The Company also anticipates
changes to its disclosures to comply with the new disclosure requirements under Topic 606. The Company is implementing the
necessary changes to its revenue recognition accounting policies and controls to support recognition and disclosure under the
new standard.
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In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This standard amends the existing guidance and
requires lessees to recognize on the balance sheet assets and liabilities for the rights and obligations created by those leases
with lease terms longer than twelve months. This guidance is effective for interim and annual reporting periods beginning after
December 15, 2018, and is to be applied using a modified retrospective approach. Early adoption is permitted. The Company
is currently in the process of evaluating the impact of adoption of this ASU on the Company's consolidated financial
statements. Based on its preliminary assessment, the Company anticipates that the adoption of this standard will have a
material impact on the Company's consolidated financial statements, as all long-term leases will be capitalized on the
consolidated balance sheet.

In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging: Targeted Improvements to Accounting for
Hedging Activities (Topic 815), which expands and refines hedge accounting for both non-financial and financial risk
components and aligns the recognition and presentation of the effects of the hedging instrument and the hedged item in the
financial statements. The guidance also makes certain targeted improvements to simplify the application of hedge accounting
guidance and ease the administrative burden of hedge documentation requirements and assessing hedge effectiveness. This
ASU is effective for fiscal years beginning after December 15, 2018 and interim periods within those fiscal years, with early
adoption permitted. The new guidance with respect to cash flow and net investment hedge relationships existing on the date of
adoption must be applied on a modified retrospective basis, and the new presentation and disclosure requirements must be
applied on a prospective basis. This standard is not expected to have a significant impact on the Company's consolidated
financial statements and related disclosures.

2. ACQUISITIONS AND DISPOSITIONS

The Company’s growth strategy includes expansion through strategic and synergistic acquisitions. The goodwill resulting
from these acquisitions arises largely from synergies expected from combining the operations of the businesses acquired with
our existing operations, as well as from benefits derived from gaining the related assembled workforce.

2017 Acquisitions

During the year ended December 31, 2017, the Company acquired ten centers in the Netherlands, three centers in the
United States, and one center in the United Kingdom in seven separate business acquisitions, which were each accounted for as
business combinations. The centers were acquired for cash consideration of $21.5 million, net of cash acquired of $0.3 million,
and consideration payable of $0.2 million. The Company recorded goodwill of $14.3 million related to the full service center-
based child care segment, a portion of which will be deductible for tax purposes. In addition, the Company recorded intangible
assets of $2.3 million, consisting of customer relationships that will be amortized over three to five years, as well as fixed
assets of $7.3 million, deferred tax liabilities of $0.6 million, and a working capital deficit of $1.3 million in relation to these
acquisitions.

The allocation of purchase price consideration is based on preliminary estimates of fair value; such estimates and
assumptions are subject to change within the measurement period (up to one year from the acquisition date). As of
December 31, 2017, the purchase price allocations for these acquisitions remain open as the Company gathers additional
information regarding the assets acquired and the liabilities assumed. The operating results for the acquired businesses are
included in the consolidated results of operations from the date of acquisition, which were not material to the Company’s
financial results.

2017 Dispositions

During the year ended December 31, 2017, the Company disposed of its remaining three centers in Ireland for a loss of
$3.7 million, which was included in other expenses in the consolidated statement of income, offset by a tax benefit of
approximately $7.0 million that was recorded from the loss on investment of a subsidiary.

2016 Acquisitions
Conchord Limited

On November 10, 2016, the Company acquired all of the outstanding shares of Conchord Limited, which operates
Asquith Day Nurseries & Pre-Schools (“Asquith”), a group of 90 child care centers and programs throughout the United
Kingdom, for cash consideration of $206.1 million, which was accounted for as a business combination. The purchase price
was financed with available cash on hand, funds available under the Company’s revolving credit facility, and term loans. The
Company incurred transaction costs of approximately $1.4 million for this transaction, which were included in selling, general
and administrative expenses in 2016.
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The purchase price for this acquisition has been allocated based on the fair value of the acquired assets and assumed
liabilities at the date of acquisition as follows (in thousands):

At acquisition date At acquisition date
As reported Measurement As reported

December 31,2016  period adjustments  December 31,2017

CASN.t e $ 5210 % 75 % 5,285

Prepaid expenses and other assets..........cccecervreeereereereenienen. 5,700 (237) 5,463

FIXEA ASSELS ..ttt 96,868 (1,368) 95,500

Intangible aSSetS ........ccveririereeiere e 10,540 1,860 12,400

GOOAWIIL..eiiiiiiici e 122,714 (5,914) 116,800

Total assets acqUIred .......cocveverieienieeriieeieee e 241,032 (5,584) 235,448
Accounts payable and accrued eXpenses............cceeveervereeeneenne (18,696) 1,569 (17,127)
Deferred revenue and parent depositS.........ceceveveveerveruereennens (5,394) 1,026 (4,368)
Deferred tax liabilities.......cccoevevvieieiiieieriieiece e, (7,793) 2,993 (4,800)
Other long-term liabilities ........c.oeceerverieniriiere e (3,048) 4 (3,052)
Total liabilities assumed.............ccceeeeeeiircreeeieeecreeeieenenen (34,931) 5,584 (29,347)

PUIChASE PriCE ....ovvevieeeeiieeietceectee et $ 206,101 $ — 3 206,101

The Company acquired fixed assets of $95.5 million, including 39 properties. The Company recorded goodwill of $116.8
million, which will not be deductible for tax purposes. Goodwill related to this acquisition is reported within the full service
center-based child care segment. Intangible assets consist of $9.9 million of customer relationships that will be amortized over
five years and $2.5 million of trademarks that will be amortized over six years.

The operating results for Asquith are included in the consolidated results of operations from the date of acquisition. The
following table presents consolidated pro forma information as if the acquisition of Asquith had occurred on January 1, 2015
(in thousands):

Pro forma (Unaudited)
Years ended December 31,
2016 2015
REVENUE ...ttt ettt e st e e ee s $ 1,649,665 $ 1,548,560
INEE INCOMIC ...ttt ettt e et e et e et e et e eteeeeae e et e et e e eseeeabeessseesseesseeenseenssessseeaseenssean $ 96,033 $ 89,404

The unaudited pro forma results reflect certain adjustments related to the acquisition, such as increased amortization
expense related to the acquired intangible assets as well as financing costs. The pro forma results for the year ended
December 31, 2015 include nonrecurring transaction costs that were incurred by the Company and the acquired business in
relation to the acquisition, totaling $4.3 million, which were excluded from the pro forma results for the year ended
December 31, 2016.

Asquith contributed total revenue of $11.3 million in the year ended December 31, 2016. The Company has determined
that the presentation of net income, from the date of acquisition, is impracticable due to the integration of the operations upon
acquisition.

Other 2016 Acquisitions

During the year ended December 31, 2016, the Company also acquired four centers in the United States and eight
centers in the United Kingdom in four separate business acquisitions, which were each accounted for as business combinations.
The centers were acquired for cash consideration of $18.1 million and contingent consideration of $1.1 million. The Company
recorded goodwill of $17.1 million related to the full service center-based child care segment, a portion of which will be
deductible for tax purposes. In addition, the Company recorded intangible assets of $3.3 million, consisting primarily of
customer relationships that will be amortized over five years, as well as a working capital deficit of $1.8 million, including cash
of $0.3 million, in relation to these acquisitions.

During the year ended December 31, 2016, the Company acquired all of the outstanding shares of a provider of back-up
care in the United States, which was accounted for as a business combination. The business was acquired for cash
consideration of $10.4 million and contingent consideration of $3.8 million. The Company recorded goodwill of $9.2 million
related to the back-up care segment, which will not be deductible for tax purposes. In addition, the Company recorded
intangible assets of $4.9 million, consisting primarily of the provider network that will be amortized over five years, as well a
technology of $2.6 million, and working capital of $0.4 million, including cash of $0.3 million, in relation to this acquisition.
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2015 Acquisitions

On May 19, 2015, the Company acquired Hildebrandt Learning Centers, LLC, an operator of 40 centers in the United
States, for cash consideration of $19.2 million and contingent consideration of $0.5 million, which was accounted for as a
business combination. The Company recorded goodwill of $13.2 million related to the full service center-based child care
segment, which will be deductible for tax purposes, and intangible assets of $5.7 million, consisting of customer relationships
that will be amortized over 12 years. The Company also acquired working capital of $0.3 million, including cash of $1.5
million, and fixed assets of $0.5 million.

On July 15, 2015, the Company acquired Active Learning Childcare Limited, an operator of nine centers in the United
Kingdom, for cash consideration of $42.2 million, which was accounted for as a business combination. The Company recorded
goodwill of $31.1 million related to the full service center-based child care segment, which will not be deductible for tax
purposes, and intangible assets of $3.8 million, consisting primarily of customer relationships that will be amortized over five
years. The Company also acquired a working capital deficit of $1.8 million, including cash of $2.8 million, fixed assets of $9.8
million, and deferred tax liabilities of $0.7 million.

Our acquisitions of Hildebrandt Learning Centers, LLC and Active Learning Childcare Limited contributed
approximately $29.6 million of incremental revenue in the year ended December 31, 2015.

During the year ended December 31, 2015, the Company also acquired four additional centers in the United States and
four additional centers in the United Kingdom, in six separate business acquisitions which were each accounted for as business
combinations. The centers were acquired for cash consideration of $20.5 million and contingent consideration of $0.8 million,
net of cash acquired of $0.3 million. Contingent consideration of $0.8 million was paid during the year ended December 31,
2016 in relation to these acquisitions. The company recorded goodwill of $18.5 million related to the full service center-based
child care segment, a portion of which will be deductible for tax purposes. Intangible assets of $2.7 million, consisting
primarily of customer relationships that will be amortized over five years, were also recorded in relation to these acquisitions.

3. GOODWILL AND INTANGIBLE ASSETS
The changes in the carrying amount of goodwill are as follows (in thousands):

Full service

center-based child Back-up Other educational
care dependent care advisory services Total

Balance at December 31, 2015.........cccc..... $ 965,114 $ 158,894 $ 23,801 $ 1,147,809

Additions from acquisitions.................. 139,539 9,214 — 148,753

Adjustments to prior year acquisitions. 73 — — 73

Effect of foreign currency translation .. (28,930) — — (28,930)
Balance at December 31, 2016.................... 1,075,796 168,108 23,801 1,267,705

Additions from acquisitions ................. 14,269 — — 14,269

Adjustments to prior year acquisitions. (5,596) 3) — (5,599)

Effect of foreign currency translation .. 30,417 — — 30,417
Balance at December 31, 2017.................... $ 1,114,886 $ 168,105 $ 23,801 $ 1,306,792
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The Company also has intangible assets, which consist of the following at December 31,2017 and 2016 (in thousands):

December 31, 2017:
Definite-lived intangibles:

Customer relationships

Trade names.................

Indefinite-lived intangibles:

Trade names..........

December 31, 2016:
Definite-lived intangibles:

Customer relationships

Trade names.................

Non-compete agreements .....................

Indefinite-lived intangibles:

Trade names..........

Weighted average

amortization Accumulated Net carrying
period Cost amortization amount
15 years $ 396,428 (234,742) $ 161,686
7 years 10,224 (4,566) 5,658
406,652 (239,308) 167,344
N/A 181,196 — 181,196
$ 587,848 (239,308) $ 348,540
Weighted average
amortization Accumulated Net carrying
period Cost amortization amount
15 years $ 392,820 (205,342) $ 187,478
7 years 8,283 (2,961) 5,322
N/A 49 (49) —
401,152 (208,352) 192,800
N/A 181,766 — 181,766
$ 582,918 (208,352) $ 374,566

The Company recorded amortization expense of $32.6 million, $29.6 million and $28.0 million in the years ended
December 31, 2017, 2016, and 2015, respectively.

The Company estimates that it will record amortization expense related to intangible assets existing as of December 31,
2017 as follows over the next five years (in thousands):

Estimated amortization

expense
20 L8 ettt ettt ettt ettt eae et eaeeue st eae s e eteabe ket aateasensentententeneeseestseeseaseesensasensenteseesteseeseeteeseereeseesenne $ 30,134
2010 ettt ettt eae st ae st etebe ket e beatenseneeateateneeseeatse et e s e esensanbeasenteseesteseeseeteeneerenteesenns $ 27,740
2020 ettt ettt ettt ae et he et e te b et ea e e a b e a e e a ekt eateh e eR e bt Rtttk enE e s en e e nteneenteneeneeheeneeteeneebeebeeaenee $ 26,833
202 ettt ettt ettt ettt ettt ettt ettt ettt e te s e et e b e s es e seasensenteatensaneeseentse s easeesansaabeasenteseesseseeseereaseesenseesenne $ 25,140
2022 ettt ettt ettt et ettt te et e ae s e et et e es et e beasaasenteatenteneeseeatse ek eabeesansaabeasenteseesseseeseeseeseeseeseesenne $ 22,927
4. PREPAID EXPENSES AND OTHER CURRENT ASSETS
Prepaid expenses and other current assets consist of the following (in thousands):
December 31,
2017 2016

Prepaid rent and other OCCUPANCY COSES.....uviruirriirirriieiirieeeseiereeeeeeeste et eree e naeseeenseeeenes 15,553  § 13,932
Prepaid workers compensation CLAIMS. ........cc.verieeeieriieieie et ene 6,136 4,609
Prepaid INSUTANCE ... ..viiiiieeeiectietieee ettt ettt et e st e it e et e b e eseebeeteesesssesseessasseessasseesseseensenseas 6,007 3,134
REIMDUISADIE COSES ...ouviiiiiiiieiie ettt ettt e et e et e et e et e eeaeeeabeesbeesseesseesnseenseeesseeseennses 4,186 6,101
Prepaid INCOME tAXES ...eeuvereiriieieeieeteeteettete et et e et eeeeeeeee et eeseeseesseeseeaaeeneesseansanseansaaseaneeeneannennes 1,249 649
Other prepaid expenses and CUITENt ASSELS ......c.evveerierreerieiierreeresteereesreeeeeeeseeseessesseesaesreessessnas 18,965 14,129

52,096 $ 42,554

Under the terms of the Company’s workers compensation policy, the Company is required to make advances to its

insurance carrier pertaining to estimated claims for all open plan years.
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Other prepaid expenses and current assets include deposits of $5.2 million and $3.1 million at December 31, 2017 and
2016, respectively, for the acquisition of full service child care centers in 2018 and 2017, respectively.

5. FIXED ASSETS

Fixed assets consist of the following (dollars in thousands):

Estimated useful lives December 31,
(Years) 2017 2016
BUIldINgS ...eeveeiiieiieiie et 20 —40 $ 182,701 $ 174,168
Furniture, equipment and SOftWare ..........c.ccceeeeeeeenenceeneneneenes 3-10 206,161 178,872
Shorter of the lease term or

Leasehold improvements............cccoeevevueeriesieenieeeeieeieee e the estimated useful life 423,624 365,707
Land .o — 103,680 92,666

TOAl FIXEA ASSELS....eeueeuieuietieieeteetete ettt ettt ettt ettt et ese et ese e st et e ebeeaesaeaean 916,166 811,413
Accumulated depreciation...........c.oo.cirieirieireinicc e (340,981) (281,981)

FIX@A @SSELS, MO ...eeeuiiieiitieie ettt ettt ettt et st et e st ese et e ebeebeeaeaees $ 575,185 $ 529,432

Fixed assets include construction in progress of $31.2 million and $26.4 million at December 31, 2017 and 2016,
respectively, which was primarily comprised of leasehold improvements. The Company recorded depreciation expense of
$62.2 million, $55.6 million and $50.7 million for the years ended December 31, 2017, 2016, and 2015, respectively.

6. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consist of the following (in thousands):

December 31,
2017 2016
Accrued payroll and employee Denefits .........cccocvieeieriiciiiieieceeeeeeeee e $ 56,817 $ 59,258
ACCOUNTS PAYADIC.....cuviiiiiiietietieieee ettt ettt ettt et e ete et e se e seeseesseessasseessesseensensnas 31,719 26,171
ACCTUCA INSUTAIICE ....euviiiiieiieiiieeieeiteeeteeetteebeesseeeeteessbeeseeseeesseaesseasseaassseseeassesnssansesssseeseensses 8,565 5,718
ACCIUEA OCCUPANCY COSES.c.ueuvirtintitintanienietesteseeteetteteeteeteeteetesbeeeenseaseseatens et eseeneaneeseeseeseasestensenes 3,400 3,102
Accrued professional fEES.........e ittt e 2,693 2,376
ACCTUCA TNEETEST ..eevveiivieieeceieeeiee et etee et e e et e eibeestteeeteessbeesseeseeesseaesseanseesseesseeaseesnssansesssseeseennses 370 2,985
Other ACCTUEA EXPEIISES ...veeuvieiiieiiieiieeieesteeteetteete et e steesteesebeesseesseeesseesseessseensseesseesseessaenseeas 29,333 25,790

$ 132,897 § 125,400

7. OTHER CURRENT LIABILITIES

Other current liabilities consist of the following (in thousands):

December 31,
2017 2016
Customer amOUNtS ON AEPOSIT......cviruieruiieiiieeteteeiese et ettt e et e b et esreereesreessesreessesseessesseesesseas $ 17,294  $ 14,688
Deferred rent and other OCCUPANCY COSES.....uiiruirieriiirierieiiere et ettt e steee e e ereereereseeesaeseeesseeneas 5,589 4,796
INCOME tAXES PAYADIC. ... ecueieeieiieeiete ettt ettt e et e eneeeee e s e aneeaeaneenennean 4,680 3,081
Liability for unvested restricted STOCK ........ooiiviiieriiiiciiciee e 3,487 4,733
Other CUITENT LHADIIITIES .....ovviiieiie ettt ee et e et eeaee e e e teeeeaneeenneees 3,162 1,440

$ 34212 $ 28,738
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8. OTHER LONG-TERM LIABILITIES

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

December 31,
2017 2016
Customer amoUNts ON AEPOSIT.......ccvireeiuiiiiiieeiesteerte et e st et ere et este et esteereeereessesseessaseessesseesesseas $ 16,450 $ 14,353
Liabilities for workers compensation Claims...........coocuereeiierieriiesiieiesieee e 15,812 16,572
Transition taxX PAYADIE. ........eciiieiieieie ettt ettt eere s 9,648 —
Liability for unvested restricted STOCK ........ooviiviiieriiiiciicieie e 7,757 7,546
Deferred COMPENSALION .......c.vetieeieieeieete ettt eie st e eee et et et e e eeeeeeeeesseeneasseeneeeeeensaaneeseaneenseaneas 5,299 2,793
Asset retirement ODIIZALIONS ........c.eioierieiieiieieie ettt e e eaee et e e eeeeeeeeseeeeeneeeeeenes 4,045 3,733
Liability for uncertain taX POSItIONS. ........cc.eevierieriereiieiteeteteeterre e sreere e reeeesre e s esseeaesreessesneas 1,903 1,096
Other 1ong-term [HabilItIes. .. ...cveieeieieeietiee ettt eee e seeeeesneas 3,257 5,955

$ 64,171 $ 52,048

9. CREDIT ARRANGEMENTS AND DEBT OBLIGATIONS
Senior secured credit facilities

The Company’s $1.3 billion senior secured credit facilities consist of a $1.1 billion secured term loan facility and a
$225.0 million revolving credit facility. The term loans mature on November 7, 2023 and require quarterly principal payments
of $2.7 million, with the remaining principal balance due on November 7, 2023.

Outstanding term loan borrowings were as follows at December 31, 2017 and 2016 (in thousands):

December 31,
2017 2016
TEITN TOAMNS ...ttt ettt est e s e aeese et e eaeeseeeeebeeseeeansaes e s et ensansensansansaneaseatesensansens $ 1,066,938 $ 1,075,000
Deferred financing costs and original issue diSCOUNt ...........cceecveriieienieiieeieiieeeeee e (10,177) (10,241)
TOTAL AEDL ...ttt sttt et ettt et be bt ee 1,056,761 1,064,759
eSS CUITENT MALUITEIES. .. .eeeveetiiiiieetie et eeiteeteeeteeeieeteeeaeeeseeeebeeseessseesseessseesseasaeaseesseasnseesseas 10,750 10,750
LONZ-TEIM AEDE ...ttt ettt be et eseebe s b e s s e s esensene $ 1,046,011 $ 1,054,009

The revolving credit facility matures on July 31, 2022. Borrowings outstanding on the revolving credit facility were
$127.1 million at December 31, 2017 and $76.0 million at December 31, 2016.

All borrowings under the credit agreement are subject to variable interest. At December 31, 2017, borrowings under the
term loan facility bear interest at a rate per annum of 1.0% over the base rate, or 2.0% over the Eurocurrency rate (each as
defined in the credit agreement), which is the one, two, three or six month LIBOR rate or, with applicable lender approval, the
twelve month or less than one month LIBOR rate. With respect to the term loan facility, the base rate is subject to an interest
rate floor of 1.75% and the Eurocurrency rate is subject to an interest rate floor of 0.75%. Borrowings under the revolving
credit facility bear interest at a rate per annum ranging from 0.50% to 1.0% over the base rate, or 1.50% to 2.0% over the
Eurocurrency rate.

The effective interest rate for the term loans was 3.57%, 3.50%, and 4.10% at December 31, 2017, 2016, and 2015,
respectively, and the weighted average interest rate was 3.53%, 3.90%, and 4.10% for the years ended December 31, 2017,
2016, and 2015, respectively. The effective interest rate for the revolving credit facility was 3.70%, 5.50%, and 5.25% at
December 31, 2017, 2016, and 2015, respectively. The weighted average interest rate for the revolving credit facility was
4.10%, 4.20%, and 3.80% for the years ended December 31, 2017, 2016, and 2015, respectively.

Certain financing fees and original issue discount costs are capitalized and are being amortized over the terms of the
related debt instruments and amortization expense is included in interest expense. Amortization expense of deferred financing
costs were $1.4 million, $2.2 million, and $2.2 million for the years ended December 31, 2017, 2016, and 2015, respectively.
Amortization expense of original issue discount costs were $0.4 million, $1.3 million, and $1.4 million for the years ended
December 31, 2017, 2016, and 2015, respectively. A loss on extinguishment of debt of $11.1 million was recorded in the year
ended December 31, 2016, related to the write off of unamortized original issue discount costs and deferred financing fees in
connection with the November 2016 debt refinancing.
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All obligations under the senior secured credit facilities are secured by substantially all the assets of the Company’s U.S.-
based subsidiaries. The senior secured credit facilities contain a number of covenants that, among other things and subject to
certain exceptions, may restrict the ability of Bright Horizons Family Solutions LLC, our wholly-owned subsidiary, and its
restricted subsidiaries, to: incur certain liens; make investments, loans, advances and acquisitions; incur additional indebtedness
or guarantees; pay dividends on capital stock or redeem, repurchase or retire capital stock or subordinated indebtedness; engage
in transactions with affiliates; sell assets, including capital stock of our subsidiaries; alter the business conducted; enter into
agreements restricting our subsidiaries’ ability to pay dividends; and consolidate or merge.

In addition, the credit agreement governing the senior secured credit facilities requires Bright Horizons Capital Corp., our
direct subsidiary, to be a passive holding company, subject to certain exceptions. The revolving credit facility requires Bright
Horizons Family Solutions LLC, the borrower, and its restricted subsidiaries, to comply with a maximum senior secured first
lien net leverage ratio financial maintenance covenant, to be tested only if, on the last day of each fiscal quarter, revolving loans
and/or swing-line loans in excess of a specified percentage of the revolving commitments on such date are outstanding under
the revolving credit facility. The breach of this covenant is subject to certain equity cure rights.

Credit Amendments

On January 26, 2016, the Company amended its then existing credit agreement to increase the revolving credit facility
from $100.0 million to $225.0 million, to extend the maturity date on the revolving credit facility from January 30, 2018 to July
31, 2019, and to modify the interest rate applicable to borrowings.

On November 7, 2016, the Company modified its then existing senior credit facilities and refinanced all of its outstanding
term loans into a new seven year term loan facility, which resulted in the issuance of $1.1 billion in new term loans, a portion of
which were used to repay $922.5 million in outstanding term loans under the previous term loan facility, and $150.0 million of
which was used to fund the acquisition of a business. The terms, interest rate and availability of the revolving credit facility
were not modified in the November 2016 debt refinancing. The Company incurred and capitalized financing fees of $6.7
million and original issue discount costs of $2.7 million in connection with the November 2016 debt refinancing.

On May 8, 2017 and November 30, 2017, the Company amended its existing senior credit facilities to, among other
changes, reduce the applicable interest rates of the term loan facility and the revolving credit facility. In connection with the
May 8, 2017 amendment, the Company also extended the maturity date on the revolving credit facility from July 31,2019 to
July 31, 2022. The maturity date of the amended term loan facility of November 7, 2023 was not modified with these
amendments. In the year ended December 31, 2017, the Company incurred $2.8 million in fees associated with these
amendments which were included in selling, general and administrative expenses.

Interest Rate Swap Agreements

The Company is subject to interest rate risk as all borrowings under the senior secured credit facilities are subject to
variable interest. On October 16, 2017, the Company entered into variable-to-fixed interest rate swap agreements to mitigate
the exposure to variable interest arrangements on $500.0 million notional amount of the outstanding term loan borrowings,
effective October 31, 2017. These swap agreements, designated and accounted for as cash flow hedges from inception, are
scheduled to mature on October 31, 2021. The Company is required to make monthly payments on the notional amount at a
fixed average interest rate, including the applicable rate for Eurocurrency loans, of approximately 3.90%. In exchange, the
Company receives interest on the notional amount at a variable rate based on the one-month LIBOR rate, subject to a 0.75%
floor.

The interest rate swaps are recorded on the Company's consolidated balance sheet at fair value and classified based on the
instruments' maturity dates. The Company records gains or losses resulting from changes in the fair value of the interest rate
swaps to other comprehensive income or loss to the extent that the swaps are effective as hedges. As of December 31, 2017,
there was no ineffectiveness related to the interest rate swap agreements. Gains and losses recorded to other comprehensive
income or loss are reclassified into earnings and recognized to interest expense in the Company's consolidated statement of
income in the period that the hedged interest expense on the term loan facility is recognized.

As of December 31, 2017, the fair value of the interest rate swap agreements was as follows (in thousands):

Consolidated balance sheet
classification December 31, 2017

Interest rate SWaPS = ASSEL ..o.veeruiiriieriieeieeriie ettt et Other assets $ 3,767
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For the year ended December 31, 2017, the effect of the interest rate swap agreements on other comprehensive income
was as follows (in thousands):

Amount of gain Total effect on
recognized in other Amount of net loss other
Derivatives designated as cash comprehensive Consolidated statement of reclassified into comprehensive
flow hedging instruments income income classification earnings income
Interest rate SWaps .................. $ 3,258  Interest expense—net........ $ (509) $ 3,767
Income tax effect.................... (1,303) Income tax expense........... 204 (1,507)
Net of income taxes......... $ 1,955 $ (305) $ 2,260

During the next twelve months, the Company estimates that a loss of $0.7 million, pre-tax, will be reclassified from
accumulated other comprehensive income to interest expense.

10. INCOME TAXES

Income before income taxes consists of the following (in thousands):

Years ended December 31,

2017 2016 2015
UNIEA STATES ..vvievivietitectee ettt ettt ettt eae et etseveeaeaeeaeenens $ 116,225  $ 132,846 $ 134,611
FOTCIZN 1.ttt ens 45,175 10,351 5,545
TOTAL 1.ttt ettt ettt ettt ettt et et e nn $ 161,400 $ 143,197 $ 140,156

The allocation of income before income taxes may fluctuate year to year due to activity within the Bright Horizons
consolidated group. Due to the disposition of our remaining assets in Ireland and the related disposition of our investment in
the foreign subsidiary in 2017, the foreign income before income taxes includes a gain of approximately $11.9 million, with a
corresponding loss of approximately $15.6 million within the U.S. income before income taxes. This transaction resulted in a
consolidated net loss of $3.7 million which is included in other expenses in the consolidated statement of income.

Income tax expense consists of the following (in thousands):

Years ended December 31,
2017 2016 2015

Current tax expense:

FEAETAL....oieviiieeceeeee ettt ettt $ 29,733  $ 42,691 $ 29,236
SHALE. .ttt ettt ettt ettt ettt ettt ettt ettt ettt teere et e eteteete s e 4,531 10,752 8,723
FOTCIZN ettt 7,735 7,115 9,028
41,999 60,558 46,987
Deferred tax (benefit) expense:

Federal....cooviiieiieieiieeeece ettt e (36,794) (6,463) (11,014)
SHALE vttt ettt ettt ettt ettt ettt ettt ettt ettt ettt rs et ete et reens 612 (2,069) 6,776
FOTCIZN ottt ettt nenea (1,380) (3,589) 3,480
(37,562) (12,121) (758)

INCOME tAX EXPEISE...vviverierereeeerieeereeeeteeteseeseseeseeseseseseseseeseseesessesesseseneas $ 4,437 $ 48,437 $ 46,229
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The following is a reconciliation of the U.S. federal statutory rate to the effective rate on pretax income (in thousands):

Years ended December 31,

2017 2016 2015

Federal tax expense computed at Statutory rate ...........cceevecvereeereereereeseeeenes $ 56,490 $ 50,119 $ 49,055
State tax expense, net of federal taX........occcvvveeveiieniiicieceeee e 2,881 6,374 5,849
Valuation alloWance, NEt..........c.eeierierierieriene e eeee e eeeeee s (1,028) (107) (185)
INtErCOMPANY INTETESE......eeueeeieeiieeieiieiereeeeeeeeeeste et naesteente s eneeeneenseenes (5,074) (6,953) (6,919)
Permanent differences and other, Net...........cccoovevieviiiieiicieceeeeeeee 1,041 (389) (901)
Stock-based COMPENSALION ..........eeuveruereierieeieie et ee e (22,757) — —
CRANGE IN tAX TALE ...veeeeeeeeieiieiieie et ettt et et e st esnee e eeenseeneesseensesneennas (32,844) (96) 319
TIANSITION TAX. .. ueviiieeeie ettt e e e e e e e e ea e e e eaae e e saeeeeenaeeeeneaeeennees 11,027 — —
Change to uncertain tax poSItions, NET .........eecerrvereereereeeiierieeieseeee e eee e 614 432 (333)
Foreign rate differential.............ccooevoieieicieiieieeeee e (5,913) (943) (656)

INCOME tAX EXPEISE ...vvvevieeereeeeriaeeteeeeteeteteeteseeseeseseseseseseeseseesessesesseseneas $ 4,437 $ 48,437 $ 46,229

The effective income tax rate for 2017 decreased from prior years primarily due to three items. The first relates to the
excess tax benefits associated with the exercise of stock options and vesting of restricted stock which reduced income tax
expense by $26.5 million in 2017 due to the adoption of ASU 2016-09: Compensation—Stock Compensation (Topic 718)
(“ASU 2016-09”). ASU 2016-09 was adopted prospectively as of January 1, 2017. The excess tax benefits from stock-based
compensation were recorded to the balance sheet in prior years.

Second, a net tax benefit of $22.3 million was recorded due to the enactment of the U.S. Tax Cuts and Jobs Act (“Tax
Act”), as discussed in more detail below. Third, a tax benefit of approximately $7.0 million was recorded in 2017 related to the
disposition of our remaining assets in Ireland, also resulting in the disposition of our investment in a subsidiary for tax
purposes.

On December 22, 2017, the U.S. federal government enacted comprehensive tax legislation with the Tax Act that makes
broad and complex changes to the U.S. tax code, impacting the year ended December 31, 2017 and future years. For 2017, the
Tax Act requires a one-time transition tax on certain unrepatriated earnings of foreign subsidiaries that is payable over eight
years and also allows for bonus depreciation that permits full expensing of qualified property. Effective January 1, 2018, the
Tax Act reduces the U.S. federal corporate tax rate from 35% to 21%.

The SEC staff issued Staff Accounting Bulletin No. 118 (“SAB 118”), which provides guidance on accounting for the tax
effects of the Tax Act. SAB 118 provides a measurement period that should not extend beyond one year from the date of the
Tax Act enactment for companies to complete the accounting under Accounting Standards Codification 740—/Income Taxes. In
accordance with SAB 118, to the extent that a company’s accounting for certain income tax effects of the Tax Act is
incomplete, but the company is able to determine a reasonable estimate, it must record a provisional estimate in its financial
statements.

The Company’s accounting for certain elements of the Tax Act is incomplete. However, the Company was able to make
the following reasonable estimates of certain items and has recorded provisional adjustments as of December 31, 2017 based on
these estimates.

The Tax Act reduces the corporate federal tax rate to 21% effective January 1, 2018. As a result, the Company recorded a
provisional decrease of $33.3 million to its net deferred tax liability with a corresponding adjustment to deferred tax benefit for
the year ended December 31, 2017. While the Company was able to make a reasonable estimate of the impact of the reduction
in corporate tax rate, it may be affected by other analyses related to the Tax Act including, the calculation of the deemed
repatriation of foreign income and the state tax effect of federal adjustments.

The Deemed Repatriation Transition Tax (“Transition Tax”) is a tax on previously untaxed accumulated and current
earnings and profits (“E&P”) of certain foreign subsidiaries. To determine the amount of the Transition Tax, the Company
must determine the amount of post-1986 E&P of the relevant foreign subsidiaries, as well as the amount of non-U.S. income
taxes paid on such earnings. The Company is able to make a reasonable estimate of the Transition Tax and recorded a
provisional tax obligation of $11.0 million. However, the Company is continuing to gather additional information to more
precisely compute the amount of Transition Tax.
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Significant components of the Company’s net deferred tax liability are as follows (in thousands):

December 31,
2017 2016
Deferred tax assets:
RESEIVE ON ASSEES ...vvivieiveeiteeieteeeeteeeeteeeeteae et et te et ete et e st ese et ess et esseseaseaesseteasetesetensesenseseneens $ 605 $ 342
Net operating 10Ss CarryfOrWards. .........oveeviriereriere ettt sae e seeennas 304 1,347
Liabilities not yet dedUCtiDIE ..........ccueiieiieieieei e 28,951 39,401
DETEITEA TEVEIUE ... et et e et e et e e e ae e e s enteesenaeeseaeeesnaaeesaaeeeeas 2,934 3,370
Stock-based COMPENSALION .......ocueeriireieiieierie et eeee ettt e eere e e seensesneesaeeneas 8,024 13,855
Do) (T2 1[0 o TSP — 118
ONET .ttt ettt ettt e eete e b e ae e besteeta e s teens e aeesbeebeesb e beebeeteeneeneerneenes 2,608 1,620
43,426 60,053
Valuation allOWANCE..........coueiiereeeiieie ettt et e et eee et e e e e ae e e e e sseeneeeseeneeeneeneeaneenes — (1,028)
Total deferred taX ASSELS .....vviiieeiii ittt et e e e e ee e eaaessnaeeeenaeeeenes 43,426 59,025
Deferred tax liabilities:
5L 2 Fea o) (SRR T SRS (97,674) (143,8006)
DIEPIECIATION ...vviviieiieeietieetete ettt ettt e ete et eete e b e s teetesaeessesseessesseessaeseessaseessesseessesseesseenes (19,685) (26,930)
Total deferred tax labilities........c.eveerieeiereriere e (117,359) (170,736)
Net deferred tax Hability .........ccocviiiiieiiiiicieieieieeeecee e $ (73,933) §  (111,711)

During 2017, the overall deferred tax liability decreased significantly, primarily due to the Tax Act. The U.S. net deferred
tax liability was revalued at the lower rate and reduced by $33.3 million. The other book to tax differences, resulting in a net
decrease in the deferred tax liability, were in the treatment of amortization of intangible assets, depreciation and stock-based
compensation. At December 31, 2017, the net deferred tax liability of $73.9 million includes deferred tax assets of $0.1 million
which are recorded to other assets in the consolidated balance sheet.

The Company has foreign net operating losses of $1.3 million and has recorded an associated deferred tax asset totaling
$0.3 million. The net operating losses in certain foreign jurisdictions will begin to expire in 2024, while others can be carried
forward indefinitely. During 2017, the valuation allowance of $1.0 million was released, based upon consideration of the
cumulative income over the last three years and projected forecast of taxable income of the foreign subsidiary. At
December 31, 2017, there are no foreign deferred tax assets that require a valuation allowance.

The Company considers the earnings of certain non-U.S. subsidiaries to be indefinitely invested outside the United States
on the basis of estimates that future domestic cash generation will be sufficient to meet future domestic cash needs and our
specific plans for reinvestment of those subsidiary earnings. The Company has not recorded a deferred tax liability of
approximately $1.1 million related to the state taxes and foreign withholding taxes on approximately $123.0 million of
cumulative undistributed earnings of foreign subsidiaries indefinitely invested outside the United States.

Uncertain Tax Positions

The Company follows the authoritative guidance relating to the accounting for uncertainty in income taxes. The
Company may recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will
be sustained on examination by the taxing authorities, based on the technical merits of the position. The tax benefits
recognized in the consolidated financial statements from such a position should be measured based on the largest benefit that
has a greater than fifty percent likelihood of being realized upon ultimate settlement.
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A reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows (in thousands):

Years ended December 31,

2017 2016 2015
Beginning Dalance ...........cceeveviieiieriieieseete ettt ettt eae s $ 1,096 $ 706 $ 713
Additions for tax positions of Prior Years .........cccceeueveevveseereseecreeienenns — — 353
Additions for tax positions of current year ............ccceeveveerieieenceieeeeeenn. 650 443 353
TS 1 [ 10T 1L TSRS — — (50)
Reductions for tax positions of prior Years...........cceeeeeververieeverveecuennenns — 27) —
Lapses of statutes of [iMitations...........ccceecveeeeerieeieniniene e — — (663)
Effect of foreign currency adjustments...........cceeveeverieneseenieerieseeneeees 157 (26) —
ENding Dalance .........co.ouiiviuiiviieiceeeeeeeeeeeeee e $ 1,903 $ 1,096 $ 706

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense. The
Company’s current provision for income tax expense for the years ended December 31, 2017, 2016 and 2015 included no
interest and penalties. There was no liability for total interest and penalties at December 31,2017 and 2016. During 2017, the
Company recorded an unrecognized tax benefit for a foreign subsidiary's tax position.

The total amount of unrecognized tax benefits that if recognized would affect the Company’s effective tax rate is $1.9
million. The Company expects the unrecognized tax benefits to change over the next 12 months if certain tax matters
ultimately settle with the applicable taxing jurisdiction during this time frame, or if applicable statutes of limitations lapse. The
impact of the amount of such changes to previously recorded uncertain tax positions could range from zero to $1.9 million.

The Company and its domestic subsidiaries are subject to U.S. federal income tax as well as multiple state jurisdictions.
U.S. federal income tax returns are typically subject to examination by the Internal Revenue Service (IRS) and the statute of
limitations for federal income tax returns is three years. The Company’s filings for 2014 through 2016 are subject to audit
based upon the federal statute of limitations.

State income tax returns are generally subject to examination for a period of three to five years after filing of the
respective return. The state impact of any federal changes remains subject to examination by various states for a period of up
to one year after formal notification to the states. There were no significant settlements of state audits during the year. As of
December 31, 2017, there were no income tax audits in process and the tax years from 2013 to 2016 are subject to audit.

The Company is also subject to corporate income tax at its subsidiaries located in the United Kingdom, the Netherlands,
India, Canada, Ireland and Puerto Rico. The tax returns for the Company’s subsidiaries located in foreign jurisdictions are
subject to examination for periods ranging from one to seven years.

11. STOCKHOLDERS’ EQUITY AND STOCK-BASED COMPENSATION
Preferred Stock

The Company authorized 25 million shares of undesignated preferred stock in 2013 for issuance, of which none have
been issued. The Company’s board of directors has the authority, without further action by stockholders, to issue up to 25
million shares of preferred stock in one or more series. The Company’s board of directors may designate the rights,
preferences, privileges, and restrictions of the preferred stock, including dividend rights, conversion rights, voting rights, terms
of redemption, liquidation preference, and number of shares constituting any series or the designation of any series. The
issuance of preferred stock could have the effect of restricting dividends on the Company’s common stock, diluting the voting
power of its common stock, impairing the liquidation rights of its common stock, or delaying or preventing a change in control.
As of December 31, 2017 and 2016, no shares of preferred stock were outstanding.

Treasury Stock

On August 2, 2016, the board of directors of the Company authorized a share repurchase program of up to $300.0 million
of the Company’s outstanding common stock, effective August 5, 2016. The share repurchase program, which has no
expiration date, replaces the prior 2015 authorization, of which $26.3 million remained available at the date the program was
replaced. The shares may be repurchased from time to time in open market transactions at prevailing market prices, in privately
negotiated transactions, under Rule 10b5-1 plans, or by other means in accordance with federal securities laws. During the year
ended December 31, 2017, the Company repurchased 2.0 million shares for $162.2 million, including a total of 1.7 million
shares that were purchased from investment funds affiliated with Bain Capital Partners LLC in secondary offerings at the same
price per share paid by the underwriter. At December 31,2017, $120.6 million remained outstanding under the repurchase
program.
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During the year ended December 31, 2016, the Company repurchased 1.7 million shares for $112.8 million, including a
total of 1.0 million shares that were purchased from investment funds affiliated with Bain Capital Partners LLC in secondary
offerings at the same price per share paid by the underwriter.

On February 4, 2015, the board of directors of the Company authorized a share repurchase program of up to $250.0
million of its common stock. During the year ended December 31, 2015, the Company repurchased 2.2 million shares for
$128.1 million, including a total of 2.1 million shares that were purchased from investment funds affiliated with Bain Capital
Partners LLC in secondary offerings at the same price per share paid by the underwriter.

Equity Incentive Plan

The Company's 2012 Omnibus Long-Term Incentive Plan, as Amended and Restated (the “Plan”), allows for the issuance
of equity awards of up to 5 million shares of common stock. As of December 31, 2017, there were approximately 1.8 million
shares of common stock available for grant. Stock options granted under the Plan are subject to a service condition and expire
in seven years from date of grant or termination of the holder’s employment with the Company, unless such termination was
due to death, disability or retirement, unless otherwise determined by the administrator of the Plan. The majority of the options
have a requisite service period of five years, with 60% of the options vesting on the third anniversary of the date of grant and
20% vesting on each of the fourth and fifth anniversaries.

The Company also had an incentive compensation plan (the “2008 Plan”) which, as amended in March 2012, was
authorized to issue 150,000 shares of Class L common stock and 1.5 million shares of Class A common stock. No additional
options will be granted under the 2008 Plan. However, all outstanding options continue to be governed by their existing terms.

Stock-Based Compensation

The Company recognized the impact of stock-based compensation in its consolidated statements of income for the years
ended December 31, 2017, 2016, and 2015 and did not capitalize any amounts on the consolidated balance sheets. In the years
ended December 31, 2017, 2016, and 2015 the Company recorded stock-based compensation expense of $12.1 million, $11.6
million, and $9.2 million, respectively, of which $11.6 million, $11.0 million, and $8.7 million was recorded in selling, general
and administrative expenses, respectively, and $0.5 million, $0.6 million, and $0.5 million in cost of services, respectively, in
the consolidated statements of income in relation to all awards granted under the equity incentive plans. Stock-based
compensation expense generated a deferred income tax benefit of $3.2 million, $4.6 million, and $3.7 million in the years
ended December 31, 2017, 2016, and 2015, respectively.

There were no share-based liabilities paid during the period. As of December 31, 2017, there was $16.9 million of total
unrecognized compensation expense, net of estimated forfeitures, related to unvested share-based compensation arrangements
granted under the Plan. That expense is expected to be recognized over the remaining requisite service period. Estimated
forfeitures are based on the Company's historical forfeitures and is adjusted periodically based on actual results. The weighted
average remaining requisite service period was approximately two years at December 31, 2017.

Stock Options

The fair value of each stock option granted was estimated on the date of grant using the Black-Scholes option pricing
model and the following weighted average assumptions:

Years ended December 31,

2017 2016 2015
Expected dividend yield .......c.ccoevevierieieniiiincecese e 0.0% 0.0% 0.0%
Expected stock price VOIatility .........ccceeereieiiniiiicie e 30.0% 30.0% 30.0%
RSk free INtEreSt TALE......eeveeeieieeeieie ettt 1.9% 1.4% 1.5%
Expected life of Options (YEArS).....ccuevueueeiriieieieriieeicie st 53 53 53
Weighted average fair value per share of options granted during the period .. $22.08 $19.35 $15.37

The expected dividend yield was based on the Company’s expectation of not paying dividends in the foreseeable future.
Since the Company completed its [PO in January 2013, it does not have sufficient history as a publicly traded company to
evaluate its volatility factor. As such, the expected stock price volatility has been based upon the historical volatility of the
stock price over the expected life of the options of the Company and that of peer companies that are publicly traded. The risk
free interest rate was based on the U.S. Treasury rates for U.S. Treasury zero-coupon bonds with maturities similar to those of
the expected term of the awards being valued. For grants issued during the years ended December 31, 2017, 2016, and 2015,
the expected life of the options was calculated using the simplified method. The simplified method defines the life as the
average of the contractual term of the options and the weighted average vesting period for all option tranches. This
methodology was utilized due to the short length of time our common stock has been publicly traded.
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The table below reflects stock option activity under the Company’s equity plan for the year ended December 31, 2017.

Weighted
Average Weighted Aggregate
Remaining Number Average Intrinsic
Contractual of Exercise Value
Life in Years Options Price (In millions)
Outstanding at January 1, 2017.......cccoecveivieieenieieieieeeen. 4.5 3,483.877 $ 32.34
GIanted .....ooveeeieieeeee e 464,175 72.48
EXErCiSed...c.coviiriiiiniiriciirieseiceecee e (1,192,160) 18.98
Forfeited. ... .ooireeeieieee e (81,050) 56.75
Outstanding at December 31, 2017......cccveeveriveienirieennen. 4.4 2,674,842  $ 4453 % 132.3
Exercisable at December 31, 2017......cccooveviiiiiininininene 3.5 1,023,230 $ 22.07 $ 73.6
Vested and expected to vest at December 31, 2017 ............. 4.3 2,547,213  § 4348 $ 128.7

The fair value (pre-tax) of options that vested during the years ended December 31, 2017, 2016, and 2015 was $6.8
million, $5.1 million, and $2.3 million, respectively. The intrinsic value of options exercised during the years ended
December 31, 2017, 2016, and 2015 was $66.6 million, $39.4 million, and $28.9 million, respectively.

Cash received by the Company from the exercise of stock options for the years ended December 31, 2017, 2016, and
2015 was $22.6 million, $11.7 million, and $9.8 million, respectively.

Income tax benefits realized from the exercise of stock options in the years ended December 31, 2017, 2016, and 2015
were $32.3 million, $15.8 million, and $11.6 million, respectively, inclusive of the excess tax benefits realized of $26.5 million,
$12.9 million, and $9.4 million in the years ended December 31, 2017, 2016, and 2015, respectively. Excess tax benefits for
2017 reduced income tax expense due to the adoption of ASU 2016-09, which was adopted prospectively on January 1, 2017.
Excess tax benefits were previously recorded to additional paid-in capital on the consolidated balance sheet.

Restricted Stock and Restricted Stock Units

Restricted stock awards are granted to certain senior managers at the discretion of the board of directors as allowed under
the Plan. Restricted stock awards typically vest on the earliest of the third anniversary of the grant date, a change in control of
the Company, or the termination of employment by reason of death or disability, and are accounted for as non-vested stock.
Restricted stock is sold for a price equal to 50% of the fair value of the stock at the date of grant. Proceeds from the issuance of
restricted stock are recorded as other liabilities in the consolidated balance sheet until the earlier of vesting or forfeiture of the
awards. The unvested shares of restricted stock participate equally in dividends with common stock. Restricted stock is
considered legally issued at the date of grant, but is not considered common stock issued and outstanding in accordance with
accounting guidance until the requisite service period is fulfilled. All outstanding shares of restricted stock are expected to vest.
Cash proceeds from the issuance of restricted stock for the years ended December 31, 2017, 2016, and 2015 were $4.4 million,
$3.7 million, and $3.9 million, respectively.

Stock-based compensation expense for restricted stock awards is calculated based on the fair value of the award on the
date of grant, which is recognized on a straight line basis over the requisite service period. The Company's stock-based
compensation expense recorded in selling, general and administrative expenses in the consolidated statements of income for the
years ended December 31, 2017, 2016, and 2015 included $3.7 million, $4.1 million, and $2.9 million, respectively, for
restricted stock awards. As of December 31, 2017, total unrecognized compensation expense included $4.5 million related to
unvested restricted stock, which is expected to be recognized over the weighted average remaining requisite service period of
approximately two years.

The table below reflects restricted stock activity under the Company’s equity plan for the year ended December 31, 2017.

Weighted Aggregate
Number of Average Grant Intrinsic Value
Shares Date Fair Value (In millions)

Non-vested restricted stock shares at January 1, 2017 ..........ccoeveviveeeencnnne. 538,795 $ 2275 % 25.5

GIANTEA ...ttt 129,780 35.75

VESEEA .ottt (287,625) 18.69

FOIfRIted ..ottt ere e — —
Non-vested restricted stock shares at December 31, 2017 ......cccoeevveevieniennne. 380,950 $ 3024 $ 24.6

Restricted stock units are awarded to members of the board of directors as allowed under the Plan. The awards allow for
the issuance of a share of the Company's common stock for each vested unit upon the earliest of termination of service as a
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member of the board of directors or five years after the date of the award. During the year ended December 31, 2017, 12,820
restricted stock units were awarded at a weighted average fair value of $77.99, and 2,000 restricted stock units were exercised
at a weighted average fair value of $59.47. At December 31, 2017, there were 36,886 restricted stock units outstanding, with an
intrinsic value of $3.5 million, which vested upon award.

12. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing net income by the weighted-average common shares outstanding.
Diluted earnings per share is calculated by dividing net income by the weighted-average common shares and potentially
dilutive securities outstanding during the period.

Earnings per share is calculated using the two-class method, which requires the allocation of earnings to each class of
common stock outstanding and to unvested share-based payment awards that participate in dividends with common stock, also
referred to herein as unvested participating shares.

The Company’s unvested stock-based payment awards include unvested shares awarded as restricted stock awards at the
discretion of the Company’s board of directors. The restricted stock awards generally vest at the end of three years. The
unvested shares participate equally in dividends. See Note 11, “Stockholders’ Equity and Stock-Based Compensation,” for a
discussion of the current year unvested stock awards and issuances.

Earnings per Share - Basic

The following table sets forth the computation of earnings per share using the two-class method (in thousands, except
share and per share amounts):

Years ended December 31,

2017 2016 2015
Basic earnings per share:
N INCOIME ...ttt a ettt et $ 156,963 $ 94,760 $ 93,927
Allocation of net income to common stockholders:
COMMON STOCK ...ttt ettt $ 155,995 $ 93919 $ 93,287
Unvested participating Shares ...........oocoocvieiererienesieeee e 968 841 640

$ 156963 $ 94,760 $ 93,927

Weighted average number of common shares:

COMMON STOCK ..ot 58,873,196 59,229,069 60,835,574
Unvested participating Shares ............coouecereireineineinieneneeceeeeeeeenene 366,029 531,364 417,285
Earnings per common share:

COMMON STOCK ..ttt ettt e e e e e e et e e e eae e s saaeeesnneeean $ 265 $ 159 §$ 1.53
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Earnings per Share - Diluted

The Company calculates diluted earnings per share for common stock using the more dilutive of (1) the treasury stock
method, or (2) the two-class method. The following table sets forth the computation of diluted earnings per share using the
two-class method (in thousands, except share and per share amounts):

Years ended December 31,

2017 2016 2015

Diluted earnings per share:
Earnings allocated to common StOCK .........cceevverierieririieeiie e $ 155,995 $ 93919 $ 93,287
Plus earnings allocated to unvested participating shares ............cccccceeeeenuenne. 968 841 640
Less adjusted earnings allocated to unvested participating shares.................. (947) (822) (624)

Earnings allocated to common StocK.........ccecevvervencinenennnns $ 156,016 $ 93,938 $ 93,303
Weighted average number of common shares:
COMMON STOCK ..ot 58,873,196 59,229,069 60,835,574
Effect of dilutive SECUTTHES ..c..o.evveuirieeiiciiiciicrccceeee e 1,380,495 1,365,826 1,525,204

60,253,691 60,594,895 62,360,778

Earnings per common share:
COMMON STOCK ...ttt ettt $ 259 $ 155§ 1.50
Options outstanding to purchase 0.6 million, 0.5 million and 0.2 million shares of common stock were excluded from

diluted earnings per share for the years ended December 31, 2017, 2016, and 2015, respectively, since their effect was anti-
dilutive, which may be dilutive in the future.

13. COMMITMENTS AND CONTINGENCIES

Leases

The Company leases various office equipment, child care and early education center facilities and office space under
noncancelable operating leases. Most of the leases expire within 10 and 15 years and many contain renewal options for various
periods. Rent expense for the years ended December 31, 2017, 2016, and 2015 totaled $116.7 million, $103.1 million and
$97.3 million, respectively.

Future minimum payments under noncancelable operating leases as of December 31, 2017 are as follows for the years
ending December 31 (in thousands):

2018 ettt ettt ettt ettt ettt ettt ettt b eteete et e ete et et esb et esteabetsest et s et s eteeteteetet et eas et easenbersenseaserserserea $ 113,161
2019 ettt ettt ettt ettt et et et et 2t et eatensea s eat Rt es e s e R ek ek easesentaasentententestestesesesensensensensessensesteseeseaseeseeneas 108,199
2020 1.ttt ettt ettt ettt e ettt et et ettt et s eteetteteete et e et et et est et easensetsertess et s eteeteteetees et eas et easenbersensetsersereerea 100,638
2021 1ttt ettt ettt ettt ettt ettt ete et teteete et e e te et et e st et e st eabetsestess et s eteeteteetees et eas et easenbersereeteateereerea 88,675
202 ettt ettt et e ettt e et eteeuteteeteeteetteeteeateeteeateeteeteateeateateetteereebeereeteeteeeteeaeeeteeateereenrn 83,119
TRETEATIET ...ttt ettt e ettt e et e et e e e e e e e eaa e e e eaaeteeaateesntteenaaesenteeeanteesanneeeenteeeaeeeaan 508,144

Total future MiNIMUM 1€2SE PAYMENLS .....c.ueeuirtiitirtirtiie sttt ettt ettt ettt et b et et ese e e eseensese e e eseeneeneeneas $ 1,001,936

Long-Term Debt

Future minimum payments of long-term debt are as follows for the years ending December 31 (in thousands):

2018 ettt b et h btk h Rt H bRt h ek ea bbbttt b st e et bkttt b bttt b sttt enes $ 10,750
2079 ettt bttt eh ek a e b e et eh et e £ £ e A e £ b s b et e e b e Rt et en e R ent s ea e s et s et s et en e b enebenes 10,750
20200 1.ttt h et bt h bt h b st h Rt e bk ea ke h bttt b st a et bkttt b b et bbbttt enes 10,750
2021 1t h bbbtk h st b Rttt h ek eR bbbt et b b st b ekttt b bt e bbbttt enes 10,750
2022 ettt ettt et h At s a e A e e £ A ea e b e et ehea s e £ £ eh et e b es s e et e e s e Rt s en ek en e s et ettt s et s b st e st benes 10,750
TRETEATIET ...ttt ettt e et e e et e et e e e e e e eaa e e e eaasteeaateesntteeanaaesenteeeanteeeanneeeeraeeeareeeaan 1,013,188

Total future PrinCipal PAYMENTS ........ccc.eeiiuiriitiieiteeieie ettt ettt ettt ettt e b et e bene e e eneensebeeseeseeneeneaaea $ 1,066,938
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Letters of Credit

The Company has 39 letters of credit outstanding used to guarantee certain rent payments for up to $1.6 million. These
letters of credit are guaranteed by cash deposits. No amounts have been drawn against these letters of credit.

Litigation

The Company is a defendant in certain legal matters in the ordinary course of business. Management believes the
resolution of such pending legal matters will not have a material adverse effect on the Company’s financial condition, results of
operations or cash flows, although we cannot predict the ultimate outcome of any such actions.

Insurance and Regulatory

The Company self-insures a portion of its medical insurance plans and has a high deductible workers’ compensation plan.
Additionally, a portion of the general liability coverage is provided by the Company’s wholly-owned captive insurance entity.
Management believes that the amounts accrued for these obligations are sufficient and that ultimate settlement of such claims
or costs associated with claims made under these plans will not have a material adverse effect on the Company’s financial
position, results of operations or cash flows.

The Company’s child care and early education centers are subject to numerous federal, state and local regulations and
licensing requirements. Failure of a center to comply with applicable regulations can subject it to governmental sanctions,
which could require expenditures by the Company to bring its child care and early education centers into compliance.

14. EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) Retirement Savings Plan (the “401(k) Plan”) for all eligible employees. To be eligible
for the 401(k) Plan, an employee must be at least 20.5 years of age and have completed their eligibility period of 60 days
and 160 hours of service from date of hire. If they do not meet the 160 hours of service requirement, they may be eligible at 12
months provided they have reached 1,000 hours of service from date of hire. The 401(k) Plan is funded by elective employee
contributions of up to 50% of their compensation, subject to certain limitations. Under the 401(k) Plan, the Company matches
25% of employee contributions for each participant up to 8% of the employee’s compensation after one year of service.
Expense under the plan, consisting of Company contributions and plan administrative expenses paid by the Company, totaled
approximately $3.0 million, $2.7 million and $2.5 million for the years ended December 31, 2017, 2016 and 2015, respectively.

The Company maintains a Non-qualified Deferred Compensation Plan (the “NQDC Plan”) for all eligible employees.
Eligible employees are employees who have capped contribution levels in our existing 401(k) Plan due to the thresholds
dictated by the IRS definition of “highly compensated” employees, as well as other employees at the Company’s discretion.
The NQDC Plan is funded by elective employee contributions of up to 50% of their base compensation and up to 100% of
other forms of compensation, as defined. Under the NQDC Plan, the Company matches 25% of employee contributions for
each participant up to $2,500. The Company holds investments in company-owned life insurance policies to offset the
Company’s liabilities under the NQDC Plan. Total investments, included in other assets in the consolidated balance sheet, and
NQDC Plan liabilities, included in other long-term liabilities in the consolidated balance sheet, were $5.1 million and $5.3
million at December 31, 2017, respectively. Total investments and plan liabilities were $2.7 million and $2.8 million at
December 31, 2016, respectively.

15. SEGMENT AND GEOGRAPHIC INFORMATION

Bright Horizons work/life services are comprised of full service center-based child care, back-up dependent care, and
other educational advisory services. As such, the Company has determined that it has three operating segments, which are also
its reportable segments. Full service center-based child care includes the traditional center-based child care, preschool, and
elementary education, which have similar operating characteristics and meet the criteria for aggregation. Full service center-
based child care derives its revenues primarily from contractual arrangements with corporate clients and from tuition. The
Company’s back-up dependent care services consist of center-based back-up child care, in-home care, mildly ill care, and adult/
elder care. The Company’s other educational advisory services consist of tuition reimbursement program management and
related educational consulting services, and college admissions advisory services, which have similar operating characteristics
and meet the criteria for aggregation. The Company and its chief operating decision makers evaluate performance based on
revenues and income from operations.

The assets and liabilities of the Company are managed centrally and are reported internally in the same manner as the
consolidated financial statements; therefore, no additional information is produced or included herein.
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Full service Back-up Other educational
center-based child care dependent care advisory services Total

(In thousands)

Year ended December 31, 2017

ReVeNUE ..o $ 1,457,754 % 224264 $ 58,887 $ 1,740,905
Amortization of intangible assets........... 30,259 1,539 763 32,561
Income from operations (1).........c..c...... 130,289 60,373 14,777 205,439
Year ended December 31, 2016

REVENUE ...t $ 1,321,699 $ 200,106 $ 48,036 $ 1,569,841
Amortization of intangible assets........... 27,862 1,204 576 29,642
Income from operations (2)..........coc...... 129,693 57,620 9,925 197,238
Year ended December 31, 2015

REVeNUE .....coviiiiiiiinccicccce $ 1,236,762  $ 181,574  § 40,109 $ 1,458,445
Amortization of intangible assets........... 26,690 725 574 27,989
Income from operations (3)........cccceue.e. 115,149 56,891 9,562 181,602

(1) For the year ended December 31, 2017, income from operations includes transaction costs associated with the loss on the disposition
of our remaining assets in Ireland of $3.7 million, and costs related to the May 2017 and November 2017 credit agreement
amendments and secondary offerings of $3.3 million, all of which were allocated to the full service center-based child care segment.

(2) For the year ended December 31, 2016, income from operations includes $2.5 million of costs associated with secondary offerings,
completed acquisitions, an amendment to the credit agreement completed in January 2016, and a debt refinancing completed in
November 2016, all of which were allocated to the full service center-based child care segment.

(3) For the year ended December 31, 2015, income from operations includes $0.9 million of costs associated with secondary offerings
and completed acquisitions, all of which were allocated to full service center-based child care segment.

Revenue and long-lived assets by geographic region are as follows (in thousands):

Years ended December 31,

Revenue 2017 2016 2015

NOITH AMETICA. ...c.veeevieeieie ettt ettt ettt r e v e enns $ 1,353,032 $ 1,277,165 $ 1,182,629

Europe and Other ..........ccueeieiiiieiiieeeee e e 387,873 292,676 275,816
TOEAL TEVETIUE ... e et e et $ 1,740,905 $ 1,569,841 $ 1,458,445

December 31,

Long-lived assets 2017 2016 2015

INOTER ATNETICA . ...uvieiiieiieeiieeie et e e e ee st et eeeteeeetaesabeetaeeseessaeeseesseesseeenseens $ 333,526 $ 322267 $ 308,469

EUrope and Other ..........ccuevieiiiiiiiiieeeeecee e e 241,659 207,165 121,267
Total 10NZ-1IVEd ASSELS ....ouveviieeiierieieeietieietit ettt $ 575,185 ' $ 529,432 $ 429,736

The classification “North America” is comprised of the Company’s United States, Canada and Puerto Rico operations and
the classification “Europe and other” includes the United Kingdom, Netherlands, and India operations. Revenues in the United
States were $1.3 billion in both 2017 and 2016, and $1.2 billion in 2015. Revenues in the United Kingdom were $328.0
million in 2017, $248.2 million in 2016, and $238.5 million in 2015. Long-lived assets were $331.8 million, $320.5 million,
and $306.6 million at December 31, 2017, 2016, and 2015, respectively, in the United States, and $226.5 million, $193.9
million, and $107.8 million at December 31, 2017, 2016, and 2015, respectively, in the United Kingdom. Revenue and long-
lived assets associated with other countries were not material.

16. TRANSACTIONS WITH RELATED PARTIES

Certain of the Company’s stockholders affiliated with Bain Capital Partners LLC sold shares of the Company’s common
stock in underwritten secondary offerings totaling 8.2 million, 4.1 million, and 9.7 million shares in the years ended
December 31, 2017, 2016, and 2015, respectively.

The Company purchased 1.7 million, 1.0 million, and 2.1 million of the shares sold in the secondary offerings in 2017,
2016, and 2015, respectively, from investment funds affiliated with Bain Capital Partners LLC at the same price per share paid
by the underwriter to the selling stockholders. As of December 31, 2017, investment funds affiliated with Bain Capital Partners
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LLC hold approximately 7.7% of the Company’s common stock and two members of the Company's board of directors are
affiliated with Bain Capital Partners LLC.

17. QUARTERLY RESULTS (UNAUDITED)

In the opinion of the Company’s management, the accompanying unaudited interim consolidated financial statements
contain all adjustments which are necessary for a fair presentation of the quarters presented. The operating results for any
quarter are not necessarily indicative of the results of any future quarter.

Selected quarterly financial information follows for the years ended December 31, 2017 and 2016 (in thousands, except
share and per share amounts):

March 31, June 30, September 30, December 31,
2017 2017 2017 2017

REVEINUE ... $ 422,164 $ 445546 $ 433316 $ 439,879
GTOSS PIOTIE eevetiieie st 104,934 114,341 103,194 108,141
Income from OPerations ..........eceeeeeevereereeneereseeseeseeeeeeeen 51,404 56,806 44,963 52,266
Net iNCOME (1) cvvivieiiiieieeieeeeee e 41,374 33,040 31,105 51,444
Allocation of net income to common stockholders:

Common StoCk—DbasiC.......cccevereririeneneiesiecee 41,151 32,828 30,905 51,111

Common stock—diluted ............ccceevieiiieiieeciecieeieee. 41,157 32,833 30,909 51,117
Earnings per common share:

Common StOCK—DbASIC .....cecvervieiieieriieieeeee e $ 0.69 $ 056 $ 053 $ 0.88

Common StoCK—dilUted ......coveeeeeeeeeeeeeeeeeeeeee e $ 0.68 $ 054 $ 0.51 $ 0.86

(1) Net income in the quarter ended December 31, 2017 includes the impact of the Tax Act, which decreased tax expense by $22.3
million as more fully discussed in Note 10, “Income Taxes,” to the consolidated financial statements.

March 31, June 30, September 30, December 31,
2016 2016 2016 2016

REVENUE ...ttt $ 385,322  $ 402,053 $ 383,929 §$ 398,537
GTOSS PIOTIE ettt 95,776 104,383 91,472 99,216
Income from OPerations...........cceceruereerueruenieienieeeieeeeee e 48,597 56,578 44,715 47,348
INEE INCOME....eeiieeniieeieiieie ettt ettt et seesee e eeeeee e eeeeeeenes 24,727 30,403 22,510 17,120
Allocation of net income to common stockholders:

Common StOCK—DbaSIC.......ceevverieriieiereeieeeeee e 24,517 30,131 22,306 16,965

Common stock—diluted...........ccocveviirveeviinieieieeeeeen, 24,522 30,137 22311 16,968
Earnings per common share:

CommON StOCK—DASIC....eceeeeerieeeeeeeeeeeeeeeeeeeeeeeeeeeea $ 041 $ 051 $ 038 $ 0.29

Common stock—diluted...........ccoovevieriieiinieiiee e, $ 040 $ 050 $ 037 $ 0.28

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

We maintain disclosure controls and procedures as defined in Rule 13a-15(e) under the Exchange Act that are intended to
ensure that information that would be required to be disclosed in Exchange Act reports 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 the Chief Executive Officer and the Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosure.

We carried out an evaluation, under the supervision, and with the participation of our management, including our Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and
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procedures as of December 31, 2017. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that, as of December 31, 2017, such disclosure controls and procedures were effective.

Management’s Report on Internal Control Over Financial Reporting

Management of the Company is responsible for establishing and maintaining adequate internal control over financial
reporting. Internal control over financial reporting is defined in Rule 13a-15(f) promulgated under the Exchange Act as a
process, designed by, or under the supervision of the Company’s principal executive and principal financial officers and
effected by the Company’s board of directors, management and other personnel, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with accounting
principles generally accepted in the United States of America. Internal control over financial reporting includes maintaining
records that in reasonable detail accurately and fairly reflect our transactions and disposition of assets; providing reasonable
assurance that transactions are recorded as necessary for preparation of our financial statements; providing reasonable
assurance that receipts and expenditures are made only in accordance with management and board authorizations; and
providing reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our
assets that could have a material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting is not intended to provide absolute assurance
that a misstatement of our financial statements would be prevented or detected. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions or
that the degree of compliance with policies or procedures may deteriorate.

Management, with the participation of the Company’s principal executive and principal financial officers, conducted an
evaluation of the effectiveness of our internal control over financial reporting as of December 31, 2017 based on the framework
and criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission. This evaluation included review of the documentation of controls, evaluation of
the design effectiveness of controls, testing of the operating effectiveness of controls and a conclusion on this evaluation.

Based on the foregoing, management concluded that the Company’s internal control over financial reporting was
effective as of December 31, 2017.

Attestation Report of the Independent Registered Public Accounting Firm

Our internal control over financial reporting as of December 31, 2017, has been audited by Deloitte & Touche LLP, an
independent registered public accounting firm, as stated in their attestation report, which follows below.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting that occurred during the three
months ended December 31, 2017 that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directors
Bright Horizons Family Solutions Inc.
Watertown, Massachusetts

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Bright Horizons Family Solutions Inc. and subsidiaries (the
“Company”) as of December 31, 2017, based on criteria established in Internal Control Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2017, based on
criteria established in Internal Control — Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the consolidated financial statements as of and for the year ended December 31, 2017, of the Company and our
report dated February 28, 2018, expressed an unqualified opinion on those financial statements and includes an explanatory
paragraph relating to the Company's adoption of Accounting Standards Update No. 2016-09, Compensation—Stock
Compensation: Improvements to Employee Share-Based Payment Accounting.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management’s
Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

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

/s/ Deloitte & Touche LLP

Boston, Massachusetts
February 28, 2018
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Item 9B. Other Information

None.

PART IIT

Item 10. Directors, Executive Officers and Corporate Governance

Information regarding our executive officers is set forth at the end of Part I of this Annual Report on Form 10-K under
the caption “Executive Officers of the Registrant.” The remaining information required by this Item 10 will be contained in our
Definitive Proxy Statement for our 2018 Annual Meeting of Stockholders, which will be filed no later than 120 days after the
close of our fiscal year ended December 31, 2017 (the “Definitive Proxy Statement”) and is incorporated herein by reference.

Item 11. Executive Compensation

Except for information regarding securities authorized under our equity compensation plans as set forth in Part I, Item 5
of this Annual Report on Form 10-K under the caption “Equity Compensation Plans,” the information required by this item will
be contained in our Definitive Proxy Statement and is incorporated herein by reference.
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item will be contained in our Definitive Proxy Statement and is incorporated herein by
reference.
Item 13. Certain Relationships, Related Transactions, and Director Independence

The information required by this item will be contained in our Definitive Proxy Statement and is incorporated herein by
reference.
Item 14. Principal Accounting Fees and Services

The information required by this item will be contained in our Definitive Proxy Statement and is incorporated herein by
reference.

PART IV

Item 15. Exhibits, Financial Statement Schedules
(a) The following documents are filed as part of this report:

1. Financial statements: All financial statements are included in Part II, Item 8 of this report.

2. Financial statement schedules: All other financial statement schedules are omitted because they are
not required or are not applicable, or the required information is provided in the consolidated
financial statements or notes described in Item 15(a)(1) above.

3. Exhibits: The following is an index of the exhibits included in this Annual Report on Form 10-K or
incorporated by reference.

Exhibit
Number Exhibit Title
3.1 Form of Second Restated Certificate of Incorporation of Bright Horizons Family Solutions Inc. (incorporated by
reference to Exhibit 3.1 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed
October 24, 2012)
3.2 Amended and Restated Bylaws of Bright Horizons Family Solutions Inc. (incorporated by reference to Exhibit
3.1 to the Company’s Registration Statement on Form 8-K, File No. 001-35780, filed March 15, 2017)
4.1 Form of Amended and Restated Registration Rights Agreement among Bright Horizons Family Solutions Inc.
and certain stockholders of Bright Horizons Family Solutions Inc. (incorporated by reference to Exhibit 4.1 to
Amendment No. 1 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed November
9,2012)
10.17 Bright Horizons Family Solutions Inc. (f/k/a Bright Horizons Solutions Corp.) 2008 Equity Incentive Plan

amended (incorporated by reference to Exhibit 10.1 to the Company’s Registration Statement on Form S-1, File
No. 333-184579, filed October 24, 2012)
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Exhibit
Number

Exhibit Title

10.27

10.3.1

10.3.2

10.4%

10.5%

10.67

10.7+

10.8%

10.9%

10.10%

10.11%

10.12%

10.131

10141

10.15%

10.16%

10.17%

10.18

Amendment to Bright Horizons Family Solutions Inc. 2008 Equity Incentive Plan (incorporated by reference to
Exhibit 10.1(1) to Amendment No. 2 to the Company’s Registration Statement on Form S-1, File No.
333-184579, filed on January 14, 2013)

Incremental and Amendment and Restatement Agreement, dated as of November 7, 2016, among Bright
Horizons Family Solutions LLC, Bright Horizons Capital Corp., Goldman Sachs Bank USA, JPMorgan Chase
Bank, N.A. and the Incremental Term Lenders as parties thereto (incorporated by reference to Exhibit 10.3(1) to
the Company’s Annual Report on Form 10-K, filed March 1, 2017)

Credit Agreement, as amended and restated on November 7, 2016, by and among Bright Horizons Family
Solutions LLC, Bright Horizons Capital Corp., JPMorgan Chase Bank, N.A., the Lenders and other parties
thereto, as previously named (incorporated by reference to Exhibit 10.3(2) to the Company’s Annual Report on
Form 10-K, filed March 1, 2017)

Form of Non-Statutory Time-Based Option Award under the 2008 Equity Incentive Plan (incorporated by
reference to Exhibit 10.2 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed
October 24, 2012)

Form of Non-Statutory Performance-Based Option Award under the 2008 Equity Incentive Plan (incorporated by
reference to Exhibit 10.3 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed
October 24, 2012)

Form of Non-Statutory Continuation Option Award under the 2008 Equity Incentive Plan (incorporated by
reference to Exhibit 10.4 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed
October 24, 2012)

Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and Stephen 1.
Dreier (incorporated by reference to Exhibit 10.15 to the Company’s Registration Statement on Form S-1, File
No. 333-188903, filed May 29, 2013)

Form of Non-Statutory Stock Option Agreement (Directors) under 2012 Omnibus Long-Term Incentive Plan
(incorporated by reference to Exhibit 10.6(1) to Amendment No. 1 to the Company’s Registration Statement on
Form S-1, File No. 333-184579, filed November 9, 2012)

Form of Non-Statutory Stock Option Agreement (Employees) under 2012 Omnibus Long-Term Incentive Plan
(incorporated by reference to Exhibit 10.6(2) to Amendment No. 1 to the Company’s Registration Statement on
Form S-1, File No. 333-184579, filed November 9, 2012)

Bright Horizons Family Solutions Inc. 2012 Omnibus Long-Term Incentive Plan, as Amended and Restated
Effective as of June 1, 2017 (incorporated by reference to Exhibit 10.1 to the Company’s Quarterly Report on
Form 10-Q, filed August 7, 2017)

Bright Horizons Family Solutions Inc. Annual Incentive Plan (incorporated by reference to Exhibit 10.7
Amendment No. 1 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed November
9,2012)

Form of Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and
David Lissy (incorporated by reference to Exhibit 10.8 to the Company’s Registration Statement on Form S-1,
File No. 333-184579, filed October 24, 2012)

Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and Mandy
Berman (incorporated by reference to Exhibit 10.13 to the Company’s Annual Report on Form 10-K, filed
March 1, 2017)

Form of Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and
Elizabeth Boland (incorporated by reference to Exhibit 10.10 to the Company’s Registration Statement on Form
S-1, File No. 333-184579, filed October 24, 2012)

Form of Director and Officer Indemnification Agreement (incorporated by reference to Exhibit 10.16 to the
Company’s Registration Statement on Form S-1, File No. 333-184579, filed October 24, 2012)

Form of Amended and Restated Stockholders Agreement among Bright Horizons Family Solutions Inc. and
certain stockholders named therein (incorporated by reference to Exhibit 10.17 to the Company’s Registration
Statement on Form S-1, File No. 333-184579, filed October 24, 2012)

Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and Mary Lou
Burke (incorporated by reference to Exhibit 10.17 to the Company’s Annual Report on Form 10-K, filed March
1,2017)

Amended and Restated Lease between the President and Fellows of Harvard College and Bright Horizons
Children’s Centers, LLC, dated December 1, 2009 (incorporated by reference to Exhibit 10.22 to the Company’s
Registration Statement on Form S-1, File No. 333-184579, filed October 24, 2012)
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Exhibit
Number

Exhibit Title

10.19

10.20

10.21

10.22

10.23

10.24

10.25%
10.267

10.27%

10.28%

10.29%

10.301

10.31%

10.32%

10.33

10.34

21.1%*
23.1%
31.1%
31.2%
32.1%%*
32.2%%*

Assignment and Assumption of Lease and Novation Agreement among the President and Fellows of Harvard
College, Enterprise Mobile, Inc. and Bright Horizons Children’s Centers LLC, dated June 15, 2011 (incorporated
by reference to Exhibit 10.23 to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed
October 24, 2012)

First Amendment to Amended and Restated Lease between the President and Fellows of Harvard College and
Bright Horizons Children’s Centers LL.C, dated July 25, 2011 (incorporated by reference to Exhibit 10.24 to the
Company’s Registration Statement on Form S-1, File No. 333-184579, filed October 24, 2012)

Second Amendment to Amended and Restated Lease between the President and Fellows of Harvard College and
Bright Horizons Children’s Centers LL.C, dated September 30, 2012 (incorporated by reference to Exhibit 10.25
to the Company’s Registration Statement on Form S-1, File No. 333-184579, filed October 24, 2012)

Agreement for the Sale and Purchase of the Entire Issued Share Capital of Conchord Limited, dated as of
November 8, 2016, among Kaupthing ehf, BHFS Two Limited, Bright Horizons Family Solutions LLC and the
persons listed therein (incorporated by reference to Exhibit 10.22 to the Company’s Annual Report on Form 10-
K, filed March 1, 2017) (1)

Management Warranty Deed, dated as of November 8, 2016, among the persons listed therein and BHFS Two
Limited (incorporated by reference to Exhibit 10.23 to the Company’s Annual Report on Form 10-K, filed
March 1, 2017) (1)

Debt Assignment Agreement of Facilities Agreement, dated November 10, 2016, among Kaupthing ehf,
Chestnutbay Acquisitionco Limited and BHFS Two Limited (incorporated by reference to Exhibit 10.24 to the
Company’s Annual Report on Form 10-K, filed March 1, 2017) (1)

Form of Restricted Stock Agreement (incorporated by reference to Exhibit 10.24 to the Company’s Annual
Report on Form 10-K for the year ended December 31, 2014, filed March 2, 2015)

Form of Restricted Stock Unit Agreement (Directors) (incorporated by reference to Exhibit 10.25 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2014, filed March 2, 2015)

Amended and Restated Severance Agreement between Bright Horizons Family Solutions LLC and Stephen
Kramer (incorporated by reference to Exhibit 10.26 to the Company’s Annual Report on Form 10-K for the year
ended December 31, 2014, filed March 2, 2015)

Bright Horizons Family Solutions Non-Qualified Deferred Compensation Plan (incorporated by reference to
Exhibit 10.29 to the Company’s Annual Report on Form 10-K for the year ended December 31, 2014, filed
March 2, 2015)

Bright Horizons Family Solutions Inc. 2017 Annual Incentive Plan (incorporated by reference to Exhibit 10.2 to
the Company’s Quarterly Report on Form 10-Q, filed August 7, 2017)

Form of Non-Statutory Stock Option Agreement (Employees) under the 2012 Omnibus Long-Term Incentive
Plan, as Amended and Restated as of June 1, 2017 (incorporated by reference to Exhibit 10.3 to the Company’s
Quarterly Report on Form 10-Q, filed August 7,2017)

Form of Restricted Stock Unit Agreement (Directors) under the 2012 Omnibus Long-Term Incentive Plan, as
Amended and Restated as of June 1, 2017 (incorporated by reference to Exhibit 10.4 to the Company’s Quarterly
Report on Form 10-Q), filed August 7, 2017)

Form of Restricted Stock Agreement under the 2012 Omnibus Long-Term Incentive Plan, as Amended and
Restated as of June 1, 2017 (incorporated by reference to Exhibit 10.5 to the Company’s Quarterly Report on
Form 10-Q, filed August 7, 2017)

Amendment Agreement, dated as of May 8, 2017, among Bright Horizons Family Solutions LLC, Bright
Horizons Capital Corp., JPMorgan Chase Bank, N.A. the Existing Lenders as parties thereto and the New
Lenders as parties thereto (incorporated by reference to Exhibit 10.6 to the Company’s Quarterly Report on
Form 10-Q, filed August 7, 2017)

Amendment to Credit Agreement, dated as of November 30,2017, by and among Bright Horizons Family
Solutions LLC, Bright Horizons Capital Corp, JPMorgan Chase Bank, N.A., as Administrative Agent, L/C Issuer
and assignee Lender under Sections 2(b) and 3(b) thereof, each other Loan Party, and the Lenders as parties
thereto (incorporated by reference to Exhibit 99.1 to the Company’s Current Report on Form 8-K, filed
December 1, 2017)

Subsidiaries of Bright Horizons Family Solutions Inc.

Consent of Independent Registered Public Accounting Firm Deloitte & Touche LLP
Certification pursuant to Section 302 of Sarbanes Oxley Act of 2002 by Chief Executive Officer
Certification pursuant to Section 302 of Sarbanes Oxley Act of 2002 by Chief Financial Officer
Certification pursuant to Section 906 of Sarbanes Oxley Act of 2002 by Chief Executive Officer
Certification pursuant to Section 906 of Sarbanes Oxley Act of 2002 by Chief Financial Officer
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Exhibit
Number Exhibit Title

101.INS*  XBRL Instance Document

101.SCH* XBRL Taxonomy Extension Schema Document

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF* XBRL Taxonomy Extension Definition Linkbase Document
101.LAB* XBRL Taxonomy Extension Label Linkbase Document
101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document

* Exhibits filed herewith

*k Exhibits furnished herewith

il Management contract or compensatory plan

(1 Schedules (or similar attachments) have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The

registrant hereby undertakes to furnish supplemental copies of any of the omitted schedules (or similar
attachments) upon request by the SEC.

Item 16. Form 10-K Summary

None.
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Signatures

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

Date: February 28, 2018

Bright Horizons Family Solutions Inc.

By: /s/ Stephen H. Kramer

Name: Stephen H. Kramer

Title: Chief Executive Officer and President

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date

Director, Chief Executive Officer and President

/s/ Stephen H. Kramer (Principal Executive Officer) February 28, 2018

Stephen H. Kramer
Chief Financial Officer (Principal Financial and February 28, 2018

/s/ Elizabeth Boland Accounting Officer)
Elizabeth Boland
/s/ David Lissy Director, Executive Chairman February 28,2018
David Lissy
/s/ Lawrence Alleva Director February 28, 2018
Lawrence Alleva
/s/ Julie Atkinson Director February 28, 2018
Julie Atkinson
/s/ Joshua Bekenstein Director February 28, 2018
Joshua Bekenstein
/s/ Roger Brown Director February 28, 2018
Roger Brown
/s/ E. Townes Duncan Director February 28, 2018
E. Townes Duncan
/s/ Jordan Hitch Director February 28, 2018
Jordan Hitch
/s/ Marguerite Kondracke Director February 28, 2018
Marguerite Kondracke
/s/ Sara Lawrence-Lightfoot Director February 28, 2018
Sara Lawrence-Lightfoot
/s/ Linda Mason Director February 28, 2018
Linda Mason
/s/ Cathy E. Minehan Director February 28, 2018
Cathy E. Minehan
/s/ Mary Ann Tocio Director February 28, 2018
Mary Ann Tocio
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