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DEFINED TERMS

Unless otherwise indicated, the followiags used in this Annual Report on Form 10-K hénesfollowing meanings:

. "we," "us," "our" and "the Company" refer, collealy, to KAR Auction Services, Inc. (formerly knovas KAR Holdings, Inc.)
and all of its subsidiaries unless the context mtiee requires;

. "2007 Transactions" refers to the following evefita:December 22, 2006, KAR LLC entered into a défiaimerger agreeme
to acquire ADESA. The merger occurred on April 2007. Concurrently with the merger, IAA was conttidd by affiliates of
Kelso & Company and Parthenon Capital and IAA's agg@ment to KAR Auction Services. Both ADESA and |1B&came
wholly owned subsidiaries of KAR Auction Servicesich was wholly owned by KAR LLC prior to the irat public offering.
KAR Auction Services is the accounting acquired #me assets and liabilities of both ADESA and I#ére recorded at fair
value as of April 20, 2007;

. "ADESA" refers, collectively, to ADESA, Inc.,waholly owned subsidiary of KAR Auction Servicesgats subsidiaries,
including OPENLANE, Inc. ("OPENLANE", a wholly owdesubsidiary of ADESA and its subsidiaries);

. "AFC" refers, collectively, to Automotive Finance@oration, a wholly owned subsidiary of ADESA atgdsubsidiaries;

. "ALLETE" refers to ALLETE, Inc. the former parendimpany of ADESA,

. "AutoVIN" refers to AutoVIN, Inc., our wholly ownedubsidiary;

. "Axle LLC" refers to Axle Holdings, Il, LLC, whiclis owned by affiliates of certain of the Equity 8pors (Kelso & Company

and Parthenon), certain members or former membigfsfomanagement and certain co-investors in cotinaavith the
acquisition of IAA in 2005. Axle LLC is the formeittimate parent company of IAA and is a holder @fntnon equity interests
in KAR LLC;

. "Credit Agreement" refers to the Credit Agreemeliated May 19, 2011, among KAR Auction Serviceghasorrower, the
several banks and other financial institutionsrdities from time to time parties thereto and tHenaistrative agent, as amenc
on November 29, 2012;

. "2007 Credit Agreement" refers to the Credit égment, dated April 20, 2007, among KAR Auctionvsss, as the borrower,
KAR LLC, as guarantor, the several lenders fronetimtime parties thereto and the administrativengghe joint bookrunners,
the co-documentation agents, the syndication aggshthe joint lead arrangers named therein, as @sdeon June 10, 2009,
October 23, 2009 and November 11, 2010. The 20@diCAgreement was terminated concurrently with enfry into the
Credit Agreement described above;

. "Credit Facility" refers, collectively, to thel billion, six-year senior secured term loanlfgcand the $250 million, five-year
senior secured revolving credit facility, the terafisvhich are set forth in the Credit Agreement;

. "Equity Sponsors" refers, collectively, to Kelswéistment Associates VII, L.P., GS Capital Parthérd..P., ValueAct Capital
Master Fund, L.P. and Parthenon Investors I, whRich collectively own through their respectivéilaftes a majority of the
equity of KAR Auction Services;
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. "fixed senior notes" refers to KAR Auction Servic@$/ 4% Senior Notes due May 1, 2014. In June 2011, wpaid the
$450.0 million aggregate principal amount outstagdin the fixed senior notes;

. "floating senior notes" refers to KAR Auction Sems' Floating Rate Senior Notes due May 1, 2018q$imillion aggregate
principal amount outstanding at December 31, 2012);

. "IAA" refers, collectively, to Insurance Auto Ations, Inc., a wholly owned subsidiary of KAR Aigct Services, and its
subsidiaries;

. "KAR Auction Services" refers to KAR Auction $&es, Inc., and not to its subsidiaries;

. "KAR LLC" refers to KAR Holdings Il, LLC, which i®wned by affiliates of the Equity Sponsors and nganaent of the
Company, and owns a majority of our common stock;

. "notes" refers, collectively, to our senior notesl aenior subordinated notes;

. "senior notes" refers, collectively, to the fixezh&r notes and floating senior notes; and

. "senior subordinated notes" refers to KAR Aucti@ngces' 10% Senior Subordinated Notes due Ma@152In June 2011, we

prepaid the $131.1 million aggregate principal ami@utstanding on the senior subordinated notes.
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PART |

Item 1. Business
Overview

We are a leading provider of vehicle autservices in North America. We facilitate an @it marketplace by providing auction serv
for sellers of used, or "whole car," vehicles aalvage vehicles through our 230 physical aucti@mations at December 31, 2012, and multiple
proprietary internet venues. In 2012, we facilitetiee sale of over 3.3 million used and salvagécke$ Our revenues are generated through
auction fees from both vehicle buyers and selkssyell as by providing value-added ancillary segsj including transportation,
reconditioning, inspections, marshalling, titlingdafloorplan financing. We facilitate the transtérownership directly from seller to buyer and
generally we do not take title to or ownership ehicles sold at our auctions.

ADESA, our whole car auction services bas# is the second largest provider of used vehiat&ion services in North America. Vehic
at ADESA's auctions are typically sold by commédrfieet operators, financial institutions, rental companies, used vehicle dealers and
vehicle manufacturers and their captive financemames to franchised and independent used vehgelleis. In 2011, we acquired
OPENLANE, the premier upstream online platform ity focused on private label auction sales faoeobile original equipment
manufacturers, or OEMs, and their captive finarmamganies. OPENLANE provides a comprehensive rentiacksolution to automobile
manufacturers, captive finance companies, leaseaihdrental car companies, financial institutiar wholesale automobile auctions. 1AA,
our salvage auction services business, is oneedfith largest providers of salvage auction senvicééorth America. Vehicles at our salvage
auctions are typically damaged or low value velithat are predominantly sold by automobile insceacompanies, non-profit organizations,
automobile dealers, vehicle leasing companies anti car companies to licensed dismantlers, rébrs| scrap dealers or qualified public
buyers. An important component of ADESA's and IAgesvices to their buyers is providing short-tenveintory-secured financing, known as
floorplan financing, primarily to independent useshicle dealers through our wholly owned subsidiadyC.

At December 31, 2012, we had a network7oivBiole car auction locations and 163 salvage amdtications. Our auction locations are
primarily standalone facilities dedicated to eitidtole car or salvage auctions; however, some p§ites are utilized to service both whole
and salvage customers at the same location. Weveabur extensive geographic network and diversdymt offerings enable us to leverage
relationships with North American providers and ésyof used and salvage vehicles.

Our Corporate History

KAR Auction Services (formerly KAR Holdingkc.) was incorporated in 2006 and commencedatipgrs in April 2007 upon the
consummation of the 2007 Transactions. On Nover@p2009, we changed our name from KAR Holdings, tad&k AR Auction Services, Inc.
ADESA entered the vehicle remarketing industry &84 and first became a public company in 1992 9941 ADESA acquired AFC. ADESA
remained a public company until 1995 when ALLETEghased a majority of its outstanding equity inséseln June 2004, ALLETE sold 2C
of ADESA to the public and then spun off their rénirag 80% interest to shareholders in Septembed2B80DESA was acquired by the
Company in April 2007. IAA entered the vehicle saje business in 1982, and first became a publigpaagnin 1991. After growing through a
series of acquisitions, IAA was acquired by affdisiof Kelso & Company and Parthenon Capital ins2@dfiliates of Kelso & Company and
Parthenon Capital and certain members of IAA mamege contributed IAA to KAR Auction Services in g¢@ttion with the 2007
Transactions. On December 16, 2009, we sold 253)00Ghares of common stock in an initial publiedfig. In addition, on December 23,
2009, the underwriters' of the initial
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public offering exercised a portion of their opti@npurchase additional shares, resulting in aitiaddl 2,656,050 shares of common stock
being sold. In 2011, ADESA acquired OPENLANE.

Our Industry

Auctions are the hub of the remarketingeysfor used and salvage vehicles, bringing pradess sellers and buyers together and cre:
a marketplace for the sale of these vehicles. Weateauction vehicles include vehicles from dealemsing their inventory, off-lease vehicles,
vehicles repossessed by financial institutionsramthl and other program fleet vehicles that haaemed a predetermined age or mileage. The
salvage vehicle auction industry provides a veueéllers, primarily automobile insurance compapie dispose or liquidate damaged or low
value vehicles to dismantlers, rebuilders, scragaie or qualified public buyers. The following &ey industry highlights:

Whole Car Auction Industry Volumes

During the period from 1999 to 2009, appmately 9 to 10 million used vehicles per year waokl in North America through whole car
auctions. In 2010 and 2011, this number declinegi4amillion and 7.7 million units, respectivelyx(uding approximately 0.3 million units
sold by OPENLANE in 2011). Data for the whole cactéon industry is collected by the National Autadiion Association ("NAAA") throug
an annual survey. NAAA industry volumes for 2012édaot yet been released; however, we estimataisiegt vehicle auction volumes in
North America in 2012 will be consistent with 20The reduction in auction volumes since 2009 stattable to supply shortages in the N«
American whole car auction industry caused printyday declines in new vehicle sales and leaseimaiipns from 2007 to 2009 and declines
in repossessions from 2009 to 2012. We expectithgsiry to experience an increase in whole cai@ugblumes as a result of increasing new
vehicle sales and lease originations since 2009raprbving credit availability.

Salvage Auction Industry Volume

We believe that the North American salvagkeicle auction industry volumes are affected prilpdy accident rates, the age of the
vehicle fleet on the road, miles driven, weathiee,increased complexity of vehicles in operatiod #nre increased utilization of after-market
recycled parts within the collision repair industehicles deemed a total loss by automobile inszeaompanies represent the largest catt
of vehicles sold in the salvage vehicle auctiorustdy. As vehicle design becomes more complex adllitional enhancements, such as airl
and electrical components, vehicles are more ctstigpair following an accident and insurance canmips are more likely to declare a
damaged vehicle a total loss. In addition, theaatilon of recycled parts from salvage vehiclegh®ycollision repair industry continues to
increase as the quality of these parts gains véidegptance and insurance companies attempt toa¢lkeic repair claim costs. We believe that
salvage volumes will continue to grow over timetas salvage auction industry expands the numbeofinsurance vehicles sold, including
charity, direct-to-consumer and dealer sales.

Consolidated Whole Car and Salvage Auction Markets

The North American used vehicle auctionkatis largely consolidated. We estimate that Mémha subsidiary of Cox Enterprises, and
ADESA together represent approximately 70% of tloethNAmerican whole car auction market. We estintlag¢ ADESA represents
approximately 24% of the North American whole cactaoon market. The North American salvage vehicietian market is also largely
consolidated with the top two competitors, IAA d@dpart, Inc., together representing an estimatéd @0the market, with each representing
approximately equivalent shares.
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High Barriers to Entry

High barriers to entry make it difficultrfoew entrants to capture significant market shhe.required investment in technology and
related infrastructure in addition to ongoing meir@nce costs required to meet customers' demaesisnprchallenges for new entrants. Large
tracts of land and a significant investment inlfaes and land improvements are required to boéd physical auctions. In addition, the need
to comply with regulatory requirements would posghallenge for new entrants to build a large-sogleration. Larger participants are also
able to better develop relationships with manyhef major whole car and salvage sellers and buyaaish increases the sellers' flexibility to
redistribute vehicles to markets where demandtasthes supply in order to maximize proceeds, wdile reducing the cost of disposition.

Our Business Strategy
We continue to focus on growing our revenaed profitability through the execution of thldwing key operating strategies.
Expand Opportunities for Customers to Buy and S@lhline

We are focused on enhancing our internletisos in all of the key channels, and we will tiane to invest in our technology platforms to
capitalize on new opportunities and attract neviausrs. Online vehicle remarketing solutions prewvide opportunity to improve the custol
experience, expand our volume of transactions atehfially increase proceeds for sellers througtatgr buyer participation at auctions. We
acquired OPENLANE in order to better capitalizetloa increasing use of the internet as a meansrthase wholesale vehicles. OPENLANE
offers comprehensive private label remarketingtsaig to automobile manufacturers, captive finacm@panies, lease and daily rental car
companies, financial institutions and wholesal@eagbile auctions throughout the United States asla@a. IAA is the only national salvage
auction company that offers buyers both live andrimet purchasing opportunities. ADESA providesranbolutions to sell vehicles directly
from a dealership or other interim storage locafigstream selling), online solutions to offer \@é$ for sale while in transit to auction
locations (midstream selling) and broadcastingwided audio of the physical auctions to online biddsimulcast).

Grow Our Dealer Consignment Business

The dealer consignment business is a higlalgket-specific business that requires local anciales representatives who have experienc
in the used vehicle business and an intimate kriydef their local market. We have augmented ocallauction teams with the addition of
corporate-level resources focused on growing tmebaur of dealer vehicles sold at our physical arltherauctions. The corporate team assists
the local sales representatives in developing ampdiementing standard best practices for building) maintaining relationships with dealers to
increase our market share. Our sales represergatise utilize proprietary technology solutiongrtaintain and grow the dealer consignment
business by strategically matching the supply diicles with prospective buyers at auction. We lelithis combination of a standard
centralized approach with decentralized resourlts do large populations of dealers will enhanagerelationships with the dealer community
and increase dealer volumes at our whole car axgctidn a same store basis, our dealer consignralest\wlumes were up approximately 1
and 13% for the twelve months ended December 312 a6d 2011, respectively, compared with the sasniegs in prior years.

Continue to Grow Revenue per Vehicle

From 2008 through December 31, 2012, owl&hbar (excluding OPENLANE) and salvage revenuevphicle grew at compound annual
growth rates of 1.7% and 3.3%, respectively. Regenu
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per vehicle generally consists of auction feesfaed from ancillary services. Increased utilizatdérancillary services, selective fee increases,
higher used vehicle prices and the introductionef product offerings were key components of thisugh. We believe these services provide
economic benefits to our customers who are wiltgtilize our products and services that imprdwartability to manage their remarketing
efforts and increase their returns. We plan to gmewenue by increasing customer utilization of ¢hesisting products and by enhancing our
core auction services through such initiativesaseiasing the number of vehicles offered both endind at physical auctions.

Leverage AFC's Products and Services at ADESA aAd\I

We intend to selectively grow AFC whilengienhanced credit analysis and risk managememtitpees to mitigate risk. We will contin
to focus on expanding dealer coverage and improsirogdination with ADESA and IAA to capitalize oross-selling opportunities with AFC.
By encouraging a collaborative marketing efformmstn AFC, ADESA and IAA, we believe we can markeeaterprise solution more
effectively to used vehicle dealers and tailor Ad-lancing products to individual dealer needs.Wilemaintain our focus on generating
additional revenues by expanding our suite of fdtem financing and related products and servicedeweraging our market position, broad
infrastructure and diversified business relatiopsho capitalize on current market opportunities.

Grow Our Non-Insurance Salvage Auction Customer Bas

More than 12 million vehicles are de-regietl annually, but only approximately 3.5 milliae @old through salvage auctions, mostly by
automobile insurance companies. In order to cagtgeeater portion of the total unit volume, we ia@easingly focused on growing our
vehicle supplier base, with a particular focus on-insurance company customers, which includestabée organizations, rental car, captive
finance and fleet companies, as well as the gepetaic. ADESA's strong customer relationships wisied vehicle dealers, as well as rental
car, captive finance and fleet companies providadwantage in accessing such segments, as théemeus already use ADESA's whole car
auction services.

Continue to Improve Operating Efficiency

We continue to focus on reducing costs fynaizing efficiency at each of our auction locasoand consolidating certain management
functions. Since 2007, a number of initiatives hagen implemented, which have streamlined opersiéoil improved operating efficiencies.
As part of these initiatives, we introduced a ma&magnt operating system to actively monitor and rgarstaffing levels and, as a result, have
realized additional labor efficiency gains. Addita efficiencies have been gained through two ofvaholly-owned subsidiaries, AuctionTrac,
a vehicle tracking system at ADESA, and CarsArramejnternet-based system that allows customdrsstantly review price quotes, delivery
times, available transportation loads and als@¢eive instant notification of available shipments.

Use Excess Cash Flow to Reduce Debt and Return @hpo Shareholders

We generate strong cash flows as a refolfioattractive gross margins, the ability to leage our corporate infrastructure across our
multiple auction locations, low maintenance capitgbenditures and limited working capital requiretse Management plans to utilize a
significant portion of excess cash generated bytlsiness for debt reduction and return capitahtareholders for the foreseeable future. We
generated $290.2 million and $305.8 million of cfietv from operations for the twelve months endezt®mber 31, 2012 and 2011,
respectively. On November 30, 2012, we announcaidinr board of directors approved the initiatiéa guarterly cash dividend on our
common stock and declared an initial quarterly aisiiend of $0.19 per share, representing an dimeabdividend of
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$0.76 per share, which was paid in December 20ft2r paying any future dividends to shareholdeubject to prior declaration by our board
of directors), we expect that significant cash flll remain to support further de-leveraging andstipport growth initiatives.

On February 20, 2013, we announced thaboard of directors declared a cash dividend af$@er share payable on April 4, 2013, to
stockholders of record at the close of businesslarch 25, 2013.

Selective Acquisitions and Greenfield Expansi

Increased demand for single source solstignour customers and other factors may increasemgportunities to acquire competitors.
Both ADESA and IAA have a strong record of acqugrand integrating independent auction operatiodsirmproving profitability. We will
continue to evaluate opportunities to open and isemqew sites in selected markets in order to &ffely leverage our sales and marketing
capabilities and expand our geographic presendaditr ADESA and IAA. In addition, we may pursue ogpnities to acquire additional
product offerings in each of our business segments.

Increase Our International Presenc

In both our whole car and salvage vehicisitesses, we have experience managing a globaf bage with total relationships in over :
countries. We believe we are well positioned tongnaternationally through both technology-based phgsical auction expansion. We
continue to identify opportunities to expand certai our service offerings globally and specifiggilan to extend our OPENLANE technolo
We expect that our ability to efficiently layertile OPENLANE product and technology licensing wilbw us to conveniently enter mature
auction markets.

Our Business Segments

We operate as three reportable businesaesgg: ADESA Auctions, IAA and AFC. Our revenuestfte year ended December 31, 2012
were distributed as follows: ADESA 54%, IAA 36% afABC 10%. Geographic information as well as comipagssegment revenues and
related financial information pertaining to ADESIAA and AFC for the years ended December 31, 2Q021 and 2010 are presented in the
tables in Note 195egment Informationo the Consolidated Financial Statements for KARt#an Services, Inc., which are included under
Item 8 in this Annual Report on Form 10-K.

ADESA
Overview

We are the second largest provider of whkaleauctions and related services to the vehégterketing industry in North America. We
serve our international customer base through erdirctions and auction facilities that are devedogoad strategically located to draw
professional sellers and buyers together and ahevbuyers to inspect and compare vehicles remotdly person. Our online service offerir
include OPENLANE, a leader in internet-based reretank solutions, and allow us to offer vehiclesgale from any location.

Vehicles available at our auctions includgicles from institutional customers such as eéfse vehicles, repossessed vehicles, rental
vehicles and other program fleet vehicles that heeehed a predetermined age or mileage and haverbpurchased by the manufacturers, a
well as vehicles from used vehicle dealers turtirggr inventory. The number of vehicles offered dafe at auction is the key driver of our
costs incurred in the whole car auction procesd the number of vehicles sold is the key drivethef related fees generated by the remarki
process.
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We offer both online and physical auctiasswvell as value-enhancing ancillary services ieféective and efficient manner to maximize
returns for the sellers of used vehicles. We quitikdnsfer the vehicles and ownership to the bayerthe net funds to the seller. Vehicles are
typically offered for sale at the physical aucti@msat least a weekly basis at most locations hedtictions are broadcast over the internet
streaming audio and video so that remote bidderpasticipate via our online capabilities. Our aeliauctions function 24 hours a day, 7 days
a week, providing our customers with maximum expedar their vehicles and the flexibility to offeehicles in auctions that last for a few
hours, days or even weeks. As a result of our angtiwe provide realme wholesale market prices for the used vehigtearketing industry
large populations of dealers seek to fill theirantory for resale to their retail customers.

We generate revenue primarily from aucfems paid by vehicle buyers and sellers. Genenalydo not take title to or bear the risk of
loss for vehicles sold at whole car auctions. Quyreln fees and dealer seller fees are typicallydasea tiered structure with fees increasing
with the sale price of the vehicle, while institutal seller fees are typically fixed. We add buies to the gross sales price paid by buyers fol
each vehicle, and generally customers do not redéle or possession of vehicles after purchagié peyment is received, proof of floorplan
financing is provided or credit is approved. Weeaily deduct seller fees and other ancillary sErfees to sellers from the gross sales pri
each vehicle before remitting the net amount tostker.

Customers

Suppliers of vehicles to our whole car g primarily include (i) large institutions, suak vehicle manufacturers and their captive
finance arms, vehicle rental companies, financisfiiutions, and commercial fleets and fleet managy@ companies (collectively "institutional
customers"); and (ii) franchised and independeatlvehicle dealers (collectively "dealer customeistr the year ended December 31, 2012,
no single supplier accounted for more than 5% oESB's revenues.

Buyers of vehicles at our whole car audiprimarily include franchised and independent vasdcle dealers. For the year ended
December 31, 2012, no single buyer accounted foeian 2% of ADESA's revenues.
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Services

Our whole car auctions also provide arfaifige of innovative and value-added services tersednd buyers that enable us to serve as a
"one-stop shop." Many of these services may beigealor purchased independently from the auctiocgss, including:

Services
Auction Related Service

Transportation Services

Reconditioning Service

Inspection Services Provided By AutoVI

Title and Repossession Administration and
Remarketing Services Provided By PAR

ADESA Analytical Service:

Description
ADESA provides marketing and advertising for iedicles to be auctioned, dealer
registration, storage of consigned and purchaseshiory, clearing of funds, arbitration of
disputes, auction vehicle registration, conditiepart processing, post-sale inspections,
security for consigned inventory, title processisgjes results reports, pre-sale lineups anc
auctioning of vehicles by licensed auctione

We provide both inbound (pickup) and outbound {a=l) transportation services utilizing
our own equipment and personnel as well as liceasddnsured third party carriers.
Through the CarsArrive internet-based system, costs can instantly review price quotes
and delivery times, and vehicle transporters catklavailable loads and also receive
instant notification of available shipments. Cans¥e provides automated vehicle shipping
services

Our ADESA auctions provide detailing, body workirgkess dent repair ("PDR"), light
mechanical work, glass repair, tire and key reptsar® and upholstery repa

AutoVIN provides vehicle condition reporting, inwtery verification auditing, program
compliance auditing and facility inspections. Figldnagers are equipped with handheld
computers and digital cameras to record all inspetnd audit data on-site. The same
technology is utilized at our whole car auctiondtions and we believe that the expanded
utilization of comprehensive vehicle condition repawith pictures facilitates dealers
sourcing vehicles via the intern

PAR provides end-to-end management of the remaiketiocess including titling,
repossession administration, inventory managenaeistion selection, pricing and
representation of the vehicles at auction for trostomers seeking to outsource all or jt
portion of their remarketing neec

ADESA Analytical Services provides value-added neadnalysis to our customers and the
media. These services include access to publictiod custom analysis of wholesale
market trends for ADESA's customers, including pgeup and market benchmarking
studies, analysis of the benefits of reconditionsitg selection for optimized remarketing
vehicles, portfolio analysis of auction sales aachputer-generated mapping and buyer
analysis.

11
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Sales and Marketing

Our sales and marketing approach at ADES# develop strong relationships and interactisodue with our customers. We have
relationship managers for the various categorigsstitutional customers, including vehicle mantdsers, rental car companies, finance
companies and others. These relationship manageus bn current trends and customer needs forrbsdective seller group in order to bette
coordinate our sales effort and service offerings.

Managers of individual auction locatione altimately responsible for providing serviceshe institutional customers whose vehicles are
directed to the auctions by the corporate salen.t€eveloping and servicing the largest possibleupation of buying dealers for the vehicles
consigned for sale at each auction is integralagimizing value for our vehicle suppliers. Througr ADESA Analytical Services
department, we also provide market analysis tocastomers, as they use analytical techniques inngdkeir remarketing decisions.

We have local auction sales representatiteshave experience in the used vehicle businedsa intimate knowledge of local markets.
These local representatives are complemented by telesales representatives and are manageddiperate-level team focused on
developing and implementing standard best practitesbelieve this combination of a centralized dnee with decentralized resources
enhances relationships with the dealer communityraay further increase dealer consignment busimessr auctions.
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Online Solutions

Our current ADESA online solutions include:

Proprietary ADESA Technology Description

OPENLANE / DealerBlocl® These platforms provide for either real-time loulfetin-board" online auctions of consigr
inventory not scheduled for physical auction. Thelséforms are also utilized for upstream
and midstream selling, which facilitate the saleelficles prior to their arrival at a physical
auction site. Auctions can be either closed (retgtti to certain eligible dealers) or open
(available to all eligible dealers) and inventoegds of vehicles are automated with many
customers' systems as well as third party provittexsare integrated with various dealer
management systen

ADESA LiveBlock™ Our live auction internet bidding solution, ADESAvEBIock™, operates in concert with
our physical auctions and provides registered tsuyéth the opportunity to participate in
live auctions. Potential buyers bid online in riéale along with the live local bidders and
other internet bidders via a simple, web-basedfexte. ADESA LiveBlock™ provides real-
time streaming audio and video from the live aucaod still images of vehicles and other
data. Buyers inspect and evaluate the vehicleiatahlto the live call of the auctioneer
while viewing the physical auction that is underw

ADESA Run Lis® Provides a summary of consigned vehicles offereddiation sale, allowing dealers to
preview inventory and vehicle condition reportoptio an auction ever

ADESA Market Guid® Provides wholesale auction prices, auction sakdtie market data and vehicle condition
information.
ADESA Virtual Inventory Subscription-based service to allow dealers to @®iBESA's search technology into a

dealer's Web site to increase the number of vehaiwertised by the deal

ADESA Notify Me E-mail notification service for dealers looking faarficular vehicles being run at physica
online auctions

Competition

In the North American whole car auctionustty, we compete with Manheim, a subsidiary of Eoxerprises, Inc., OVE.com (Manheir
"Online Vehicle Exchange"), SmartAuction, as wellsseveral smaller chains of auctions and indepdradeaions, some of which are affiliated
through their membership in industry associatibmshe United States, competition is strongest Wiimheim for the supply of used vehicles
from national institutional customers. In Canade,axe the largest provider of whole car vehiclgiancservices. The supply of vehicles from
dealers is dispersed among all of the auctionsdrused vehicle market.

Due to the increased viability of the imtefras a marketing and distribution channel, nemvpetition has arisen from internet-based
companies and our own customers who have histtyricaharketed vehicles through various channetduding auctions. Direct sales of
vehicles by institutional customers and large degdeups through internally developed or third-pamline platforms have largely replaced
telephonic and other non-auction methods, becomisignificant
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portion of overall used vehicle remarketing. Théeakof use of direct, online systems varies byamsr. In addition, we and some of our
competitors offer online auctions in connectionhwphysical auctions, and other online companies include used vehicles among the
products offered at their auctions.

IAA
Overview

We are one of the two leading providersalage vehicle auctions and related services imhNamerica. We operate as Insurance Auto
Auctions in the United States and Impact Auto Aaresiin Canada and serve our customer base thralgggs auction locations throughout
North America. We facilitate the remarketing of dayad vehicles that are designated as-losses by insurance companies, recovered stoler
vehicles for which an insurance settlement withwbkicle owner has already been made and older Imeteles donated to charity or sold by
dealers in salvage auctions. Our auctions provigets with the salvage vehicles they need to fulfiéir scrap demand, replacement part
inventory or vehicle rebuild requirements. We efaes for our services from both suppliers and baipéisalvage vehicles.

We process salvage vehicles primarily aorsignment basis. In return for agreed upon f@essell vehicles on behalf of our suppliers,
which continue to own the vehicles until they askldo buyers at auction. In addition to auctioesfewe generally charge fees to vehicle
suppliers for various services, including towintetprocessing and other administrative servitkwler all methods of sale, we also charge th
buyer of each vehicle fees based on a tiered stithat increases with the sale price of the Velzss well as fixed fees for other services.

Auctions are typically held weekly at mizstations. Vehicles are marketed at each respeatigdon site as well as via an online auction
list that allows prospective bidders to preview ailon vehicles prior to the actual auction evéf@'s Auction Center feature provides
internet buyers with an open, competitive biddingisnment that reflects the dynamics of the liabvage auction. In late 2011, we also
introduced mobile device applications that prowgtlen greater flexibility for our buyers to interaur auctions. The Auction Center inclu
such services as comprehensive auction lists fegtlinks to digital images of vehicles availabte fale, an "Auto Locator" function that
promotes the search for specific vehicles withmdliction system and special "Flood" or other tagpbe auction notifications. Higher prices
at auction are generally driven by broader markpbsure and increased competitive bidding.

We have developed online tools to assistatners in remarketing their vehicles and estaiplishalvage vehicle values, in addition to
offering an alternative to physically attendingarction. Through our auction model, vehicles aferefl simultaneously to live and online
buyers in a live auction format utilizing i-Bid LE/SM . We believe our auction models' capabilities mazénauction proceeds and returns to
our customers. First, our physical auctions allaydrs to inspect and compare the vehicles, thusliegahem to make fully-informed bidding
decisions. These physical auction abilities arergyortant part of the bidding process. Second jmiernet auction capabilities allow buyers to
participate in a greater number of auctions thaohyfsical attendance was required. Online inveribooyvsing and e-malvased inventory alel
reduce the time required to acquire vehicles.

Services

We also offer a comprehensive suite ofianctogistics and claims services, which aim toimaze salvage returns, lower administrative
costs, shorten the claims process and increagweléctability of returns to vehicle suppliers, Wehsimultaneously expanding our ability to
handle an
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increasing proportion of the total salvage andnetaprocessing function as a "one-stop shop" farrgrs. Some of the services provided by

IAA include:

Services
Live and Live Online Auction Mode

IAA Title Management

Vehicle Inspection Centers

Transportation and Towing

Remarketing Divisior

Donation Division

Customers

Description
Through our auction model vehicles are offeraaudianeously to live and online buyers in
a live auction format utilizing i-Bid LIVEEM . We believe this exposes the vehicles to the
maximum number of potential buye

After a totaled vehicle is received at one of @ilities, it remains in storage but cannot be
auctioned until transferable title has been sulemito and processed by us. We process titl
documents in order to comply with the Departmerilotor Vehicles ("DMV")

requirements for all vehicles. Wherever possible interface electronically with the DMV.
In addition, we customarily offer the insurance gamies' staff training for each state's
DMV document processing procedur

IAA Title Management services range from reportsagimg inventory to complete
oversight of the entire title process from clairttleenent for the insurance company. Our
titing expertise results in reduced cycle timenfrassignment to proceeds and decreased
administrative expenses for the suppl

We maintain vehicle inspection centers, or "VIC#,many of our facilities. A VIC is a
temporary storage and inspection facility locatedre of our sites that is operated by the
insurance company. Some of these VIC sites arediimed through temporary license
agreements with the insurance companies that stipplyehicles. VICs minimize vehicle
storage charges incurred by insurance company isupplt the temporary storage facility or
repair shop and also improve service time for thiecpholder.

Inbound logistics administration with actual seedaypically provided by third party
carriers.

Focuses on vehicles, rental sellers, fleet andiga®mpanies, banks and dealer trade-in
inventory.

Processes vehicle donations to charities acroddnited States to help turn vehicles into
money for a variety of charitable organizatic

We obtain IAA's supply of vehicles from imance companies, non-profit organizations, autolmalealers and vehicle leasing and rental
car companies, as well as the general public. We kang-term relationships with substantially dltlee major automobile insurance
companies. For the year ended December 31, 201sdngle supplier accounted for more than 4% of K\#&venues.

Buyers of salvage vehicles include autowsokiody shops, rebuilders, used car dealers, atittangholesalers, exporters, dismantlers,
recyclers, brokers, and where allowed, non-licer{pedlic) buyers.
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For the year ended December 31, 2012, no singlertagcounted for more than 4% of IAA's revenues.
Sales and Marketing

We solicit prospective vehicle providerdha national, regional and local levels through & sales force. Branch managers execute
customer service requests and address customes atetitk local level. We also participate in a nandf local, regional and national trade
show events that further promote the benefits ofppoducts and services.

In addition to providing insurance comparéad certain non-insurance company suppliersavtieans of disposing of salvage vehicles,
we offer a comprehensive suite of services whiohta maximize salvage returns and shorten the slgimcessing time. We seek to become
integrated within our suppliers' salvage procesmad,we view such mutually beneficial relationstdgsan essential component of our effort to
attract and retain suppliers.

By analyzing historical industry and custsrdata, we provide suppliers with a detailed asialgf their current salvage returns and a
proposal detailing methods to improve salvage nstureduce administrative costs and provide prégrgigurn-key claims processing services.

We also seek to expand our supplier raiatips through recommendations from individual rasge company branch offices to other
offices of the same insurance company. We belieakbdur existing relationships and the recommeandatof branch offices play a significant
role in our marketing of services within nationasurance companies. As we have expanded our gdogagyerage, we have been able to
market our services to insurance company supmiei® national basis or within an expanded geogcaguigia.

Online Solutions

Our current |AA online solutions include:

Proprietary IAA Technology Description

i-Bid LIVE SM Our live auction internet bidding solution, i-BidVE, operates in concert with our physical
auctions and provides registered buyers with thmdpnity to participate in live auctions.
Potential buyers bid online in real time along vitik live local bidders and other internet
bidders via a simple, web-based interface. i-BMEprovides real-time streaming audio
from the live auction and images of salvage veBialed other data. Buyers inspect and
evaluate the salvage vehicle and listen to the@uethile it is underway

|-Buy FastSM I-Buy Fast is an immediate buy_ing option that akkagv_ualiﬁed buyers to purchase veh_icles
between auctions for a fixed price. I-Buy Fast elds include those that ran in a previous
auction but were not sol

CSAToday® The process of salvage disposition through ouresydiegins at the first report of loss or
when a stolen vehicle has been subsequently remibvAn insurance company
representative consigns the vehicle to us, eithghimne, facsimile or electronically throt
our online proprietary data management system, Q8AY.
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Proprietary IAA Technology

Automated Salvage Auction Processi
(ASAP)

Competition

Description
CSAToday enables insurance company supplierstiar gehicle data electronically and
then track and manage the progress of salvagelesliicterms of both time and salvage
recovery dollars. With this tool, vehicle providéave 24-hour access to their total-loss
data. The information provided through this systanmges from the details associated wi
specific total-loss vehicle, to comprehensive managnt reports for an entire claims centel
or geographic region. Additional features of thistem include inventory management t
and a powerful new "Average Salvage Calculatort tiedps customers determine the
approximate salvage value of a potential total-lagsicle. This tool is helpful to adjusters
when evaluating the "repair vs. total" decisione Thanagement tools provided by
CSAToday enable claims personnel to monitor andagartotal-loss salvage more
effectively. Insurance company suppliers can als@SAToday to view original garage
receipts, verify ignition key availability, view glement documents and images of the
vehicles and receive updates of other current mgéuidata.

We have developed a proprietary web-based infoonatystem, Automated Salvage
Auction Processing system, or ASAP, to streamllhaspects of our operations and
centralize operational data collection. ASAP pregidalvage vehicle suppliers with Bdur
online access to powerful tools to manage the galdisposition process, including
inventory management, salvage returns analysiekutionic data interchange of titling
information.

Our other information systems, including our i-BiVE and CSAToday systems, are
integrated with our ASAP product, facilitating sdass auction processes and information
flow with internal operational systems. Our teclogyl platform is a significant competitive
advantage that allows us to efficiently managebaginess, improve customer returns,
shorten customers' claims processing cycle andrlowecustomers' administration cos

In the salvage sector, we compete with @ppatal Resource Auctions (a Manheim companyjependent auctions, some of which are
affiliated through their membership in industry angzations to provide broader coverage through oetwelationships, and a limited number
of used vehicle auctions that regularly remarkbtagge vehicles. Additionally, some dismantlers af/age vehicles such as Greenleaf and |
Corporation and internet-based companies haveeshthe market, thus providing alternate avenuesdtbers to remarket salvage vehicles.
While most insurance companies have abandonedlocee efforts to sell salvage vehicles withoutubke of service providers such as us, the
may in the future decide to dispose of their sadvaghicles directly to end users.

In Canada, we are the largest provideabfagie vehicle auction services. Our competitockunte Copart, independent vehicle auctions,
brokers, online auction companies, and vehiclealecy and dismantlers.
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AFC
Overview

We are a leading provider of floorplan ficang to independent used vehicle dealers. We geosfort-term inventory-secured financing,
known as floorplan financing, to independent uselicle dealers through branches throughout Nortleraa. In 2012, AFC serviced over
1.2 million loan transactions, which includes blwthns paid off and loans extended, or curtailed.sélethe majority of our U.S. dollar-
denominated finance receivables without recoursewdolly owned bankruptcy remote special purpag#ye which sells an undivided
participation interest in such finance receivalttea bank conduit facility on a revolving basis. Algo securitize the majority of our Canadian
dollar denominated finance receivables throughparsge third-party bank conduit facility. We gerera significant portion of our revenues
from fees. These fees include origination, floonpleurtailment and other related program fees. Wheroan is extended or paid in full, AFC
collects all accrued fees and interest.

Customers and Locations

Floorplan financing supports independerdugehicle dealers in North America who purchadeclkes from our auctions, other auctions
and non-auction purchases. In 2012, over 83% of¢hécles floorplanned by AFC were vehicles pureldasy dealers at auction. Our ability to
provide floorplan financing facilitates the growghvehicle sales at auction. As of December 31220k serviced auctions through 104
locations which are conveniently located at or ittlose proximity of auctions held by ADESA andiet auctions, which allows dealers to
reduce transaction time by providing immediate pagtior vehicles purchased at auction. We providglability lists on behalf of our
customers to auction representatives regardin§jriaacing capacity of our customers, thereby insirmgthe purchasing potential at auctions.
In addition, we have the ability to send financeresentatives on-site to most approved indeperaietions during auction sale-days, as well
as maintaining a presence at the ADESA auctionsg@ghic proximity to the customers gives our empés the ability to stay in close con
with outstanding accounts, thereby better enaltiegh to manage credit risk.

As of December 31, 2012, AFC had over 8 &8€ve dealers with an average line of creditpgdraximately $180,000 and no one dealer
representing greater than 1.5% of our portfolio.aAmrage of approximately 14 vehicles per activaatevas floorplanned with an approxinr
average value outstanding of $8,000 per vehiclef &ecember 31, 2012.

Sales and Marketing

AFC approaches and seeks to expand ite giidhe independent dealer floorplan market throaguumber of methods and channels. We
target and solicit new dealers through both disates efforts at the dealer's place of businessHlsis auction-based sales and customer
service representatives, who service our dealaasaions where they replenish and rotate vehisleritory. These largely local efforts are
handled by AFC branch managers and AFC branch peetoAFC's corporate-level team and Business gweént Center provide sales and
marketing support to AFC field personnel by helpiodgdentify target dealers and coordinating praoral activity with auctions and other
vehicle supply sources.

Credit

Our procedures and proprietary computeethaystem enable us to manage our credit riskaokitrg each vehicle from origination to
payoff, while expediting services through our branetwork. Typically, we assess a floorplan fethatinception of a loan and we collect all
accrued fees and interest when the loan is extemdezpaid in full. In addition, AFC generally hslthe title or other
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evidence of ownership to all vehicles which ar@ffdanned. Typical loan terms are 30 to 60 daysh @dth a possible loan extension. For an
additional fee, this loan extension allows the detd extend the duration of the loan beyond thgirwal term for another 30 to 60 days if the
dealer makes payment towards principal and paysiaddees and interest.

The extension of a credit line to a deatarts with the underwriting process. Credit linpso $300,000 are extended using a proprietary
scoring model developed internally by AFC. Creities in excess of $300,000 may be extended usidgramiting guidelines which require
dealership and personal financial statements aagktarns. The underwriting of each line of crediuires an analysis, write-up and
recommendation by the credit department and, ia osredit lines in excess of $300,000, final eewby a credit committee.

Collateral Management

Collateral management is an integral phdaily operations at each AFC branch and our cafecheadquarters. AFC's proprietary
computer-based system facilitates this daily cetl@dtmanagement by providing real-time access &ted@nformation and enables branch and
corporate personnel to assess and manage potitédtion issues. Restrictions are automaticaye@d on customer accounts in the even
delinquency, insufficient funds received or poodidtesults. Branch personnel are proactive in rgamtpcollateral by monitoring loans and
notifying dealers that payments are coming dueadikiition, over 60,000 routine audits, or lot cheeks performed annually on the dealers’
through our AutoVIN subsidiary. Poor results fromh ¢hecks typically require branch personnel t@tagtions to determine the status of
missing collateral, including visiting the deal@rgonally, verifying units held off-site and colieg payments for units sold. Audits also
identify troubled accounts, triggering the involvemh of AFC's collections department.

AFC operates two divisions which are orgediinto twelve regions in North America. Each siion and region is monitored by manager:
who oversee daily operations. At the corporatel|eMeC employs full-time collection specialists aoallection attorneys who are assigned to
specific regions and monitor collection activity these areas. Collection specialists work clogélly the branches to track trends before an
account becomes a troubled account and to detertoigether with collection attorneys, the besttetyg to secure the collateral once a trou
account is identified.

Securitization

AFC sells the majority of its U.S. dollagrbminated finance receivables on a revolving basiswithout recourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsidiary ("AFC Funding Corporation”), established the purpose of purchasing AFC's
finance receivables. A securitization agreemewtna|for the revolving sale by AFC Funding Corpamatio a bank conduit facility of
undivided interests in certain eligible financeai@ables subject to committed liquidity. AFC's setization facility has been in place since
1996. AFC Funding Corporation had committed ligyidif $650 million from a third party conduit for.8. finance receivables at
December 31, 2012. The agreement expires on Jyrk3a.

Also, we have an agreement in place foistmuritization of Automotive Finance Canada, m¢ AFCI") receivables. This securitization
facility provides up to C$100 million in financirfgr eligible finance receivables through anothérdtiparty conduit (separate from the U.S.
conduit). The agreement expires on June 30, 204 rdceivables sold pursuant to both the U.S. am@ian securitization agreements are
accounted for as secured borrowings.
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Competition

AFC primarily provides shotérm dealer floorplan financing of wholesale vedicto independent vehicle dealers in North AmeAtahe
national level, AFC's competition includes NextG€apital, formerly operating as Manheim Automotitieancial Services and Dealer
Services Corporation which were combined in 2012eospecialty lenders, banks and financial instins. At the local level, AFC faces
competition from banks, credit unions and indepebndections who may offer floorplan financing te#b auction customers. Such entities
typically service only one or a small number oftéarts.

Some of our industry competitors who operahole car auctions on a national scale may emuddawcapture a larger portion of the
floorplan financing market. AFC competes primaoly the basis of quality of service, conveniencpayfment, scope of services offered and
historical and consistent commitment to the se@arr. long-term relationships with customers havenbestablished over time and act as a
competitive strength for us.

Seasonality

The volume of vehicles sold at our auctigaeerally fluctuates from quarter to quarter. @asonality is caused by several factors
including weather, the timing of used vehicles Eldée for sale from selling customers, the avaligband quality of salvage vehicles, holide
and the seasonality of the retail market for ussltiates, which affects the demand side of the andtidustry. Used vehicle auction volumes
tend to decline during prolonged periods of winteather conditions. In addition, mild weather caoiodis and decreases in traffic volume can
each lead to a decline in the available supplyabfegge vehicles because fewer traffic accidentsmeesulting in fewer damaged vehicles
overall. As a result, revenues and operating ex@eredated to volume will fluctuate accordinglyanuarterly basis. The fourth calendar
quarter typically experiences lower used vehicletian volume as well as additional costs associatéiuthe holidays and winter weather.

Vehicle and Lending Regulation

Our operations are subject to regulatiopgesvision and licensing under various U.S., Caaradind Mexican federal, state, provincial and
local authorities, agencies, statutes and ordirmveleich, among other things, require us to obaaith maintain certain licenses, permits and
qualifications, provide certain disclosures andagst and limit interest rates, fees and other adsmr§ome examples of the regulations and law
that impact our company are included in Iltem 1AskFactors" under the risk: "We are subject tormesiiee governmental regulations,
including vehicle brokerage and auction laws andericy reporting obligations. Our business is stiifje risks related to litigation and
regulatory actions."

Environmental Regulation

Our operations are subject to various fprefederal, state and local environmental, heaiith safety laws and regulations, including thos
governing the emission or discharge of pollutants the air or water, the generation, treatmentagte and release of hazardous materials an
wastes and the investigation and remediation ofacoimation. Our failure to comply with current aitdire environmental, health or safety laws
or to obtain and comply with permits required ungsléch laws, could subject us to significant liahitr require costly investigative, remedia
corrective actions.

In the used vehicle remarketing industaygé numbers of vehicles, including wrecked vebielesalvage auctions, are stored and/or
refurbished at auction facilities and during thatet minor releases of fuel, motor oil and otherenats may occur. We have investigated or
remediated, or are currently investigating or reiaétg, contamination resulting from various sogdacluding gasoline, fuel additives (such
as methyl tertiary butyl ether, or MTBE), motor, giktroleum products and other
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hazardous materials released from abovegroundderground storage tanks or in connection with euroe former operations conducted at
our facilities. We have incurred, and may in thifa incur, expenditures relating to releases afildous materials, investigative, remedial or
corrective actions, claims by third parties anceonvironmental issues, and such expendituresjiduglly or in the aggregate, could be
significant.

Federal and state environmental authoritrescurrently investigating IAA's role in contriing to contamination at the Lower Duwamish
Waterway Superfund Site in Seattle, Washington.'84g#otential liability, if any, at this site canrim estimated at this time. See Item 3, "Lega
Proceedings" for a further discussion of this nratte

Management considers the likelihood of lmsthe incurrence of a liability, as well as th®lisy to reasonably estimate the amount of loss
in determining loss contingencies. We accrue amasgtd loss contingency when it is probable thllity has been incurred and the amount
of loss (or range of possible losses) can be reddpmrstimated. Management regularly evaluatentiinformation available to determine
whether accrual amounts should be adjusted. Acfoakcontingencies including environmental matmesincluded in "Other accrued
expenses" at undiscounted amounts and excludescfainmecoveries from insurance or other thirdipartThese accruals are adjusted
periodically as assessment and remediation effoagress, or as additional technical or legal im@ation becomes available. If the amount of
an actual loss is greater than the amount acctbisdgould have an adverse impact on our operadisglts in that period.

Employees

At December 31, 2012, we had a total 0082,employees, of which 9,323 were located in tt& dnd 2,746 were located in Canada an
Mexico. Approximately 70% of our workforce consisfsfull-time employees. Currently, none of our dayges participate in collective
bargaining agreements.

In addition to the employee workforce, viaoautilize temporary labor services to assistandiing the vehicles consigned to us and to
provide certain other services. Nearly all of ouctéoneers are independent contractors. Some cfethvices we provide are outsourced to thir
party providers that perform the services eithesiva or off-site. The use of third party provideiepends upon the resources available at eac
auction facility as well as peaks in the volumevelficles offered at auction.

Available Information

Our Web address is www.karauctionservigas.dOur electronic filings with the Securities dexthange Commission ("SEC") (including
all Annual Reports on Form 10-K, Quarterly Repanis=orm 10-Q, Current Reports on Form 8-K, angflezable, amendments to those
reports) are available free of charge on the Wiebasi soon as reasonably practicable after theglacgonically filed with, or furnished to, the
SEC. In addition, our Corporate Governance GuidslitCode of Conduct and Ethics, Code of Ethic®forcipal Executive and Senior
Financial Officers and charters of the audit conesit the nominating and corporate governance cdewraind the compensation committee of
our board of directors are available on our Web aitd available in print to any shareholder whaiestg it. The information posted on our \
site is not incorporated into this Annual Report.

Any materials that we file with the SEC ni@gyread and copied at the SEC's Public ReferenomRat 100 F Street, N.E., Washington,
D.C. 20549. Information on the operation of the [RuUReference Room may be obtained by calling tB€ &t 1-800-SEC-0330. In addition,
the SEC maintains an internet Web site that costaports, proxy statements and other informatimuaissuers, like us, that file
electronically with the SEC. The address of thi isi www.sec.gov.

21




Table of Contents
Item 1A. Risk Factors

Investing in our Company involves a high degreasf You should carefully consider the followingkrfactors, as well as all of the ott
information contained in this Annual Report on FatiK, before deciding to invest in our Companye ©hcurrence of any of the following
risks could materially and adversely affect ouribass, financial condition, prospects, results péi@tions and cash flows. In such case, the
trading price of our common stock could decline sod could lose all or part of your investment. 3éeisks are not the only ones we face.
Additional risks and uncertainties not presentlp¥m to us or that we currently deem immaterial raksp materially affect our busines
financial condition, results of operations and prests.

Risks Related to Our Business

Decreases in the supply of used vehicles cominguction have and may continue to impact auction ealvolumes and may adversely aff
our revenues and profitability.

The number of new and used vehicles thatemrsed by consumers affects the supply of veh@dening to auction in future periods as the
leases mature. As manufacturers and other lenéersase the number of new vehicle lease originatimdl extend the terms of some of the
existing leases, the number of off-lease vehicledlable at auction for the industry declines. Bhse our estimates, off-lease vehicles
available at auction for the industry declinedislig in 2010 and declined by over 40% in 2011 ,getihg declines in lease origination volume
and new vehicle sales approximately three yeat®eeduring the recent global economic downturn aretlit crisis. If the supply of off-lease
vehicles coming to auction declines further, oweraies and profitability may be adversely affec@dr expectation is that the decline in off-
lease vehicles will continue to disproportionatetpact Canada, where we have a significant auctiarket presence.

Volumes of off-lease vehicles in subsequoemiods will be affected by total new vehicle sa@d the future leasing behavior of
manufacturers and lenders and therefore we malgenable to accurately predict the volume of vekicleming to auction. The supply of off-
lease vehicles coming to auction is also affectethb market value of used vehicles compared todbiglual value of those vehicles per the
lease terms. In most cases, the lessee and ther tHeak the ability to purchase the vehicle ar#s@ual price at the end of the lease term.
Generally, as market values of used vehicles tfienumber of vehicles purchased at residual Vajube lessees and dealers increases, thus
decreasing the number of off-lease vehicles availabauction.

As recently as 2009, the auction industdgs volume was over 9 million units. However, arcsales volumes declined to approximately
7.7 million units in 2011 and an estimated 7.7 imnllunits in 2012 (excluding approximately 0.3 moifi units sold by OPENLANE in 2011 a
2012). We believe that auction sales volumes witbver over the next several years, and we estinadttenes to reach nearly 9 million units
by 2015, including OPENLANE volumes. We believettaa increase in the volume of off-lease and reggsed vehicles, among others, that
are remarketed through whole car auctions arerdgfisignt contributor to this growth, and our perfance could be adversely impacted if
volumes do not increase and we are not able taceedur costs permanently to compensate for therlowleistry auction volumes.

A prolonged economic downturn may negatively affect business and results of operatior
Future adverse economic conditions coutdeiase our exposure to several risks, including:

. Fluctuations in the supply of used vehicled/e are dependent on the supply of used vehidesng to auction, and our
financial performance depends, in part, on condgim the automotive industry. During the recenbgl economic downturn
and credit crisis, there was an erosion of retihdnd for new and used vehicles that led many feridecut back on
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originations of new loans and leases and led taifsignt manufacturing capacity reductions by aut&ers selling vehicles in
the United States and Canada. Capacity reductiouis clepress the number of vehicles received atauin the future and
could lead to reduced program vehicles and relgat §ales, negatively impacting auction volumesaddition, weak growth in
or declining new vehicle sales negatively impassdivehicle trade-ins to dealers and auction voduifieese factors could
adversely affect our revenues and profitability.

. Decline in the demand for used vehicléd/e may experience a decrease in demand for wedgdl@s from buyers due to factors
including the lack of availability of consumer citeahd declines in consumer spending and consuordidence. Adverse credit
conditions also affect the ability of dealers towge financing to purchase used vehicles at auotibich further negatively
affects buyer demand. In addition, a reductiorhariumber of franchised and independent used ederdenegatively affects ¢
ability to collect receivables and may reduce deddgnand for used vehicles.

. Decrease in the supply and demand of salvage \e=hidf the number of miles driven decreases, the remolb salvage vehicles
received at auction may also decrease. In additiecreases in commodity prices, such as steellatidym, may negatively
affect vehicle values and demand at salvage awctloraddition, if consumers eliminate their autdrcollision coverage, this
could result in fewer vehicles being declared altlotss.

. Decrease in consumer spendin@onsumer purchases of new and used vehicles mag\ersely affected by economic
conditions such as employment levels, wage andyskeels, trends in consumer confidence and spendeductions in
consumer net worth, interest rates, inflation,atailability of consumer credit and taxation pa&i Consumer purchases in
general may decline during recessions, periodsadpged declines in the equity markets or housiregkets and periods when
disposable income and perceptions of consumer lwagdtlower. Potential changes to U.S. federaptdicy in 2013 may
negatively affect consumer spending. To the exttiail demand for new and used vehicles decreasgstively impacting our
auction volumes, our results of operations andhfirel position could be materially and adversefgekd.

. Volatility in the asset-backed securities mark&folatility and disruption in the asset-backed coencial paper market could
lead to a narrowing of interest rate spreads at AFRe&rtain periods. In addition, any volatilitycadisruption has affected, and
could affect, AFC's cost of financing related ®securitization facility.

. Increased counterparty credit riskContinued market deterioration could increaseitieof the failure of financial institutions
party to our Credit Agreement and other counteigamith which we do business to honor their olilyes to us. Our ability to
replace any such obligations on the same or sin@tans may be limited if challenging credit and gieth economic conditions
persist.

. Ability to service and refinance indebtedneddncertainty in the financial markets may negadyiva#fect our ability to service
our existing debt, access additional financingoarefinance our existing indebtedness on favoredstas or at all. If economic
weakness continues, it may affect our cash flomnfaperations and results of operations, which nffgctour ability to service
payment obligations on our debt or to comply witin debt covenants.
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Our business is dependent on information and teclogy systems. Failure to effectively maintain or dgite these systems could result in us
losing customers and materially adversely affect @perating results and financial condition.

Robust information systems are criticabtw operating environment and competitive positinoluding with respect to our online
auctions. We may not be successful in structuringmformation system infrastructure or developiagquiring or implementing information
systems which are competitive and responsive to¢ieels of our customers and we might lack sufftaiesources to continue to make the
significant necessary investments in informatiostems to compete with our competitors. Certainrinttion systems initiatives that
management considers important to our long-termesswill require capital investment, have sigaificrisks associated with their execution,
and could take several years to implement. We noap@ able to develop/implement these initiativea costeffective, timely manner or at ¢

Our information and technology systemswvaleerable to damage or interruption from computarses, network failures, computer and
telecommunications failures, infiltration by unaotized persons and security breaches, usage éyransr employees, power outages and
catastrophic events such as fires, tornadoes, ldagricanes and earthquakes. If these systenesaoenpromised, not operable for extended
periods of time or ceased to function properly,may have to make a significant investment to fixeplace them and our ability to provide
many of our electronic and online solutions to customers may be impaired. If that were to oct¢wmuld have a material adverse effect on
our operating results and financial condition.

Aspects of our operations and businessuangct to privacy regulation in the United Stated elsewhere. Many U.S. states have enacte
data breach regulations and laws requiring varigrgls of consumer notification in the event okalgity breach. Increased regulation and
enforcement activity throughout the world in theas of data privacy and data security/breach magrially increase our costs, which could
have a material adverse effect on our operatingitseeOur failure to comply with the privacy andaaecurity/breach laws to which we are
subject could also result in fines, sanctions aadage to our reputation and trade names.

Used vehicle prices have a significant effect oe fevenue per unit at IAA and loan losses at AFCdamay impact the supply of used
vehicles at ADESA.

The volume of new vehicle production, aecyrof lease residual estimates, interest ratetoer demand and changes in regulations,
among other things, all potentially affect the pricof used vehicles. Used vehicle prices may attee volume of vehicles entered for sale at
our used vehicle auctions and the demand for theed vehicles, the fee revenue per unit at ouagalauctions, loan losses for our dealer
financing business and our ability to retain custsnThroughout 2011 and 2012, used vehicle premsined high, which led many used
vehicle dealers to retail more of their trade-ihieées on their own rather than selling them atianc The high used vehicle prices in 2011 anc
2012 also contributed to strong proceeds in theagal auction industry. In contrast, a sustainedaton in used vehicle pricing could result in
lower proceeds from the sale of salvage vehiclésaarelated reduction in revenue per vehicle, amg@l loss of consignors, an increase in |
losses at AFC and decreased profitability.

Significant competition exists in our industry ande may not be able to retain custome

We face significant competition for the plypof used and salvage vehicles and for the buyktisose vehicles and for the floorplan
financing of these vehicles. Current or potent@hpetition comes from four primary sources: (iedircompetitors (Manheim, Copart and
NextGear Capital), (ii) potential entrants, (iiptpntial new vehicle remarketing venues and ddadancing services and (iv) existit
alternative vehicle remarketing venues. In addjtare to the increased viability of the
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internet as a marketing and distribution channely sompetition has evolved from internet-based @mgs and our own customers who have
historically remarketed vehicles through variouaratels, including our auctions. In the whole cat salvage auctions and the dealer financin
businesses, we and our competitors are working¥eldp new services and technologies, or improvésramd modifications to existing
services and technologies. Some of these competitay have greater financial and marketing ressuitan we do, and may be able to
respond more quickly to new or emerging servicestanhnologies, evolving industry trends and changeustomer requirements, and devot
greater resources to the development, promotiorsaledof their services. Increased competitionaoes$ult in price reductions, reduced
margins or loss of market share, any of which coodderially and adversely affect our business asdlts of operations.

ADESA currently competes with online whalksand retail vehicle selling platforms, includi@yE.com (affiliated with Manheim),
SmartAuction, eBay Motors and others. With the ptioe of OVE.com, these online selling platformsigally do not have any meaningful
physical presence; however, they may decreaseutity of vehicles sold through our online and gibgl auctions. If the number of vehicles
sold at our auctions decreases due to these cdorpeaii other remarketing methods, our revenuepaofitability may be negatively impacted.

In our salvage auction business, potentaipetitors include used vehicle auctions, prowadrclaims software to insurance companies
and certain salvage buyer groups and automobilganse companies, some of which currently supghage vehicles to us. Insurance
companies may in the future decide to disposeaif #alvage vehicles directly to end users. Ineda®mpetition could result in price
reductions, reduced margins or loss of market slaame of which could materially and adversely affear business and results of operations.
There can be no assurance that we will be ablertipete successfully against current and future etitops or that competitive pressures fe
by us would not have a material adverse effectwrbasiness and results of operations.

ADESA and IAA's agreements with its largiestitutional suppliers of used and salvage velsiere generally subject to cancellation by
either party upon 30 to 90 days' notice. In additibis common that institutional suppliers reglylaeview their relationships with whole car
and salvage auctions through written requestsrapqgsals. There can be no assurance that ourrexetireements will not be cancelled or tha
we will be able to enter into future agreementhliese or other suppliers on similar terms, @llaifhere can be no assurance that we will be
able to compete successfully against current anuddicompetitors or that competitive pressuresddmeus would not have a material adverse
effect on our business and results of operatidige lare not able to compete successfully, ouitghd grow and sustain profitability could be
impaired.

Fluctuations in the supply of and demand for salagehicles impact auction sales volumes, which mdyersely affect our revenues and
profitability.

We are dependent upon receiving a sufftadmber of total loss vehicles as well as recayvéhneft vehicles to sustain profit margins in
our salvage auction business. Factors that cansalyaffect the number of vehicles received inelualit are not limited to, a decrease in the
number of vehicles in operation or miles drivenldmveather conditions that cause fewer traffic dents, reduction of policy writing by
insurance providers that would affect the numbesiains over a period of time, a decrease in thegueage of claims resulting in a total loss,
delays or changes in state title processing, andgds in direct repair procedures that would redoeeumber of newer, less damaged total
loss vehicles, which tend to have higher salvadeega In addition, our salvage auction busines&ép on a limited number of key insurance
companies to supply the salvage vehicles we sallieion. Our agreements with these insurance coynpappliers are generally subject to
cancellation by either party upon 30 to 90 dayticeo There can be no assurance that our exisgjrepanents will not be cancelled or that we
will be able to enter into future agreements whitbse suppliers. Future decreases in the qualitgaadtity of vehicle inventory, and in
particular the availability of newer and
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less damaged vehicles, could have a material aglegiesct on our operating results and financialdition. In addition, in 2010 and 2011 there
was a slight decline in the percentage of clairsslting in total losses, as well as a decliningdren theft occurrences which reduces the
number of stolen vehicles recovered by insuranogpemies for which a claim settlement has been matee supply of salvage vehicles
coming to auction declines significantly, our rewes and profitability may be adversely affected.

An increase in the number of used and salvage védsgurchased on virtual auction platforms couldaetsely affect our operating resul
and financial condition.

We acquired OPENLANE in recognition of thereasing use of the internet as a means to pseclholesale vehicles. In connection v
online auctions, ADESA and IAA offer physical awets, which allow buyers to physically inspect anthpare vehicles. If sellers and buyers
increase the number of vehicles transacted onaliguction platforms, our revenue per vehicle Wktly decline. In addition, our cost structt
includes a significant fixed cost component, inahgdoccupancy costs, that cannot be readily redifaedenue per vehicle declines. If a shift
in the percentage of used and salvage vehiclesostilte as compared with used and salvage vehsdiglsat physical auctions occurs, and we
are unable to generate new sources of revenuepauating results and financial condition couldaegersely affected.

If we are unable to successfully acquire and intege other businesses, it could adversely affect growth prospects

Acquisitions have been a part of our hisedrgrowth and have enabled us to further broadehdiversify our service offerings. Our
strategy generally involves the acquisition andgnation of additional physical auction sites, teslbgies and personnel. Acquisition of
businesses requires substantial time and atteafioranagement personnel and may also require additequity or debt financings. Further,
integration of newly established or acquired busses is often disruptive. Since we have acquired tire future may acquire one or more
businesses, there can be no assurance that widemitlfy appropriate targets, will acquire suchibasses on favorable terms, or will be able tc
successfully integrate such organizations intobmsiness. Failure to do so could materially adigr#ect our business, financial condition
and results of operations. In addition, we expeddmpete against other auction groups or new ingasensolidators for suitable acquisitions.
If we are able to consummate acquisitions, suchiaitipns could be dilutive to earnings, and weldawerpay for such acquisitions.

In pursuing a strategy of acquiring othesibesses, we face other risks including, butingtdd to:

. incurring significantly higher capital expenditur@sd operating expenses;

. entering new markets with which we are unfamiliar;

. incurring potential undiscovered liabilitiesaatquired businesses;

. failing to maintain uniform standards, contrated policies;

. impairing relationships with employees and costcs as a result of management changes; and
. increasing expenses for accounting and compyttems, as well as integration difficulties.

We may not successfully implement our businesstsigées or maintain gross profit margins.

We are pursuing strategic initiatives tim@inagement considers critical to our long-term esgcincluding but not limited to growing
market share and volume, increasing revenue pécleednd improving customer experiences througérirdt initiatives, using excess cash
flow to reduce debt,
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leveraging AFC's products and services at ADESAlaAdand continuing to improve operating efficiendhere are significant risks involved
with the execution of these initiatives, includisignificant business, economic and competitive taaggies, many of which are outside of our
control. Accordingly, we cannot predict whetherwi# succeed in implementing these strategic itities. For example, if we are unsuccessfu
in continuing to generate significant cash flonanfroperations (we generated $290.2 million and $86%llion of cash flow from operations
for the years ended December 31, 2012 and 201dectgely), we may be unable to reduce our outstanithdebtedness, which could
negatively affect our financial position and resuf operations and our ability to execute our o#teategies. It could take several years to
realize any direct financial benefits from theséatives if any direct financial benefits from geinitiatives are achieved at all. Additionally,
our business strategy may change from time to timhéch could delay our ability to implement inifias that we believe are important to our
business.

Changes in interest rates or market conditions cdw@dversely impact the profitability and businedsAd-C.

Rising interest rates may have the effédepressing the sales of used vehicles becausg coasumers finance their vehicle purchases.
In addition, AFC securitizes a majority of its fim@e receivables on a revolving basis. Volatilitg/&m market disruption in the asset-backed
securities market in the United States or Canadampact AFC's cost of financing related to, oraitslity to arrange financing on acceptable
terms through, its securitization facility, whicbutd negatively affect AFC's business and our fai@rcondition and operations.

In addition, AFC typically assesses its \i&ler customers with an interest rate compiiéedminimum prime rate of 5% plus an inte
spread. The U.S. prime rate was 3.25% at Decenthe¥(3.2. Any increase above 3.25% up to 5% witlifkcompress AFC's margins as the
variable cost of securitizing receivables will risgéhout a corresponding increase in the financatg AFC charges to its U.S. dealer custon

Increases in the value of the U.S. dollar relatite@ certain foreign currencies may negatively impdoteign buyer participation at ou
auctions.

We have a significant number of non-U.Sdabbuyers who participate in our auctions. In@eas the value of the U.S. dollar relative to
these buyers' local currencies may reduce thegtiey are willing to pay at auction, which may adgely affect our revenues.

Weather-related and other events beyond our contray adversely impact operations.

Extreme weather or other events, such edchnes, tornadoes, earthquakes, forest firesdfipterrorist attacks or war, may adversely
affect the overall economic environment, the marketvhich we compete, our operations and profitgbirhese events may impact our
physical auction facilities, causing a materiar@ase in costs, or delays or cancellation of anctades, which could have a material adverse
impact on our revenues and profitability. In somgtances, for example with the recent severe sto@cttober 2012, known as "Superstorm
Sandy," these events may result in a sharp infitké available supply of salvage vehicles andetiban be no assurance that our salvage
auction business will have sufficient resourceBandle such extreme increases in supply. Our &atlumeet our customers' demands in such
situations could negatively affect our relationshigith such customers and result in a loss of &ubwrsiness, which would adversely affect our
operating results and financial condition. In aibif salvage revenues generated as a result ¢dtldoss of vehicles associated with such a
catastrophe are typically recognized subsequethietincurrence of incremental costs and such reaemay not be sufficient to offset the cc
incurred.

Mild weather conditions tend to result idexcrease in the available supply of salvage vehisecause traffic accidents decrease and few
vehicles are damaged. Accordingly, mild weatherttare
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an adverse effect on our salvage vehicle invergpvidich would be expected to have an adversetaffeour revenue and operating results
related growth rates.

High fuel prices could lead to a reduction in milelsiven and may have an adverse effect on our rawemand operating results, as well
our earnings growth rates.

High fuel prices could lead to a reductiothe miles driven per vehicle, which may reduceident rates. High fuel prices may also
disproportionately affect the demand for sports cluxury vehicles, sport utility and full-sizedhieles which are generally not as fuel-efficient
as smaller vehicles. Retail sales and accidend eat=factors that affect the number of used alvdga vehicles sold at auction, wholesale
prices of those vehicles and the conversion ratased vehicle auctions. Additionally, high fuekt®increase the cost of transportation and
towing of vehicles and we may not be able to passuzh higher costs to our customers.

A portion of our net income is derived from our etnational operations, primarily Canada, which expes us to foreign exchange risks tr
may impact our financial statements.

Fluctuations between U.S. and foreign awyevalues may adversely affect our results of afp@ns and financial position, particularly
fluctuations with Canadian currency values. In &ddj there may be tax inefficiencies in repatrigtcash from Canada. For the year ended
December 31, 2012, approximately 16% of our revenugre attributable to our Canadian operationseér@hse in the value of the Canadian
currency relative to the U.S. dollar would reduce profits from Canadian operations and the valub® net assets of our Canadian operatior
when reported in U.S. dollars in our financial staénts. This could have a material adverse effecun business, financial condition or res
of operations as reported in U.S. dollars.

In addition, fluctuations in exchange ratesy make it more difficult to perform period-torjmel comparisons of our reported results of
operations. For purposes of accounting, the assetdiabilities of our Canadian operations areglatied using period-end exchange rates; suc
translation gains and losses are reported in "Actatad other comprehensive income/loss" as a coemaf stockholders' equity. The
revenues and expenses of our Canadian operatiensaaslated using average exchange rates duratgpeaiod.

Environmental, health and safety risks could advelg affect our operating results and financial coitibn.

Our operations are subject to various fprefederal, state and local environmental, heaiith safety laws and regulations, including thos
governing the emission or discharge of pollutants the air or water, the generation, treatmentagte and release of hazardous materials an
wastes and the investigation and remediation ofacoimation. Our failure to comply with current atdire environmental, health or safety laws
or to obtain and comply with permits required unsiéch laws, could subject us to significant liahitir require costly investigative, remedia
corrective actions.

In the used vehicle remarketing industaygé numbers of vehicles, including wrecked vebielesalvage auctions, are stored and/or
refurbished at auction facilities and during thatet minor releases of fuel, motor oil and otherenats may occur. We have investigated or
remediated, or are currently investigating or reiaétg, contamination resulting from various sogdacluding gasoline, fuel additives (such
as methyl tertiary butyl ether, or MTBE), motor, gietroleum products and other hazardous mategkdased from aboveground or
underground storage tanks or in connection withezuror former operations conducted at our fae#itiwe have incurred and may in the fu
incur expenditures relating to releases of hazardaaterials, investigative, remedial or correcticéions, claims by third parties and other
environmental issues, and such expenditures, i@y or in the aggregate, could be significant.
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Federal and state environmental authoritrescurrently investigating IAA's role in contriing to contamination at the Lower Duwamish
Waterway Superfund Site in Seattle, Washington.'84g#otential liability at this site cannot be esited at this time. See Item 3, "Legal
Proceedings" for a further discussion of this nratte

We have a substantial amount of debt, which couttbiair our financial condition and adversely affeciur ability to react to changes in our

business.

As of December 31, 2012, our total debt syggroximately $1.8 billion, exclusive of liabigs related to our securitization facilities, and
we had $250.0 million of borrowing capacity undar eenior secured credit facilities. In additiore had related outstanding letters of credit ir
the aggregate amount of $23.6 million at Decemiie2B812, which reduce the amount available fordwimgs under the credit facilities.

Our substantial indebtedness could haveitapt consequences including:

limiting our ability to borrow additional amouwmto fund working capital, capital expendituredytdeervice requirements,
execution of our business strategy, acquisitionksaher purposes;

requiring us to dedicate a substantial portionwfaash flow from operations to pay principal antiest on debt, which would
reduce the funds available for other purposesudinf funding future expansion;

making us more vulnerable to adverse changgsrieral economic, industry and competitive condgjon government
regulation and in our business by limiting our flehity in planning for, and making it more diffitito react quickly to, changir
conditions; and

exposing us to risks inherent in interest ratetflations because the majority of our indebtedreas variable rates of interest,
which could result in higher interest expensehdvent of increases in interest rates.

In addition, if we are unable to generaifficient cash from operations to service our daid meet other cash needs, we may be forced
reduce or delay capital expenditures, suspendroirelte dividends, sell assets or operations, addkional capital or restructure or refinance
our indebtedness. We may not be able to refinanceebt or sell additional debt or equity secusitie our assets on favorable terms, if at all,
particularly because of our high levels of debt #rarestrictions imposed by the agreement govgroin Credit Facility and the indenture
governing our floating senior notes on our abildyincur additional debt and use the proceeds fisset sales. If we must sell certain of our
assets, it may negatively affect our ability to @exte revenue. The inability to obtain additioriaifcing could have a material adverse effect
on our financial condition.

If we cannot make scheduled payments ordeht, we would be in default and, as a result:

our debt holders could declare all outstandinggipial and interest to be due and payable;

the lenders under our senior secured credit feslitould terminate their commitments to lend usi@ycand foreclose against
the assets securing their borrowings; and

we could be forced into bankruptcy or liquidatio
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Restrictive covenants in agreements governing oabtimay adversely affect our ability to operate dowsiness

The indenture governing our floating semotes and the agreement governing our CreditiBacdintain, and future debt instruments r
contain, various provisions that limit our abilayd the ability of our subsidiaries, including ADESnd IAA, to, among other things:

. incur additional debt;

. provide guarantees in respect of obligations ofogersons;

. issue redeemable stock and preferred stock;

. pay dividends or distributions or redeem or repasehcapital stock;
. prepay, redeem or repurchase certain debt;

. make loans, investments and capital expenditures

. incur liens;

. pay dividends or make other payments by ouriotstl subsidiaries;
. enter into certain transactions with affiliates;

. sell assets and capital stock of our subsidiaead

. consolidate or merge with or into, or sell substdiytall of our assets to, another person.

We assume the settlement risk for all vehicles sbicbugh our auctions.

We do not have recourse against sellerarigrbuyer's failure to satisfy its payment obligas. Since revenue for most vehicles does not
include the gross sales proceeds, failure to daifexreceivables in full may result in a net lapsto the gross sales proceeds on a per vehicle
basis in addition to any expenses incurred to cbtlee receivables and to provide the servicescéssa with the vehicle. If we are unable to
collect payments on a large number of vehiclesrébalting payment obligations to the seller ancrelased fee revenues may have a material
adverse effect on our results of operations arahfiral condition.

Changes in laws affecting the importation of salvagehicles may have an adverse effect on our bussrend financial condition.

Our internet-based auction services haesval us to offer our products and services tori@onal markets and has increased our
international buyer base. As a result, foreign ingrs of salvage vehicles now represent a sigmifipart of our total buyer base. Changes in
laws and regulations that restrict the importatbsalvage vehicles into foreign countries may wedilhe demand for salvage vehicles and
impact our ability to maintain or increase our intional buyer base. For example, in March 20afs@ee issued by the president of Mexico
became effective that placed restrictions on tpegyof vehicles that can be imported into Mexicorfithe United States. The adoption of
similar laws or regulations in other jurisdictioihst have the effect of reducing or curtailing eativities abroad could have a material adverst
effect on our results of operations and financaaddition by reducing the demand for our products services.

We are partially self-insured for certain losses.

We self-insure a portion of employee meldiemefits under the terms of our employee heakhriance program, as well as a portion of
our automobile, general liability and workers' cangation claims. We record an accrual for the damnpense related to our employee
medical benefits,
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automobile, general liability and workers' compéiosaclaims based upon the expected amount ofialt slaims. If actual trends, including
severity of claims and medical cost inflation abexpectations were to occur, our self-insured castsid increase, which could have an
adverse impact on the operating results in thaoger

If we fail to attract and retain key personnel, weay not be able to execute our business strategy aur financial results could b
negatively affected.

Our success depends in large part on tiferpgance of our executive management team and k#yeemployees, including key field
personnel. If we lose the services of one or mbruoexecutive officers or key employees, or iEar more of them decides to join a
competitor or otherwise compete with us, we mayleoable to effectively implement our businesstsgii@s, our business could suffer and the
value of our common stock could be materially adebraffected. Our auction business is directlyanipd by the business relationships our
employees have established with customers andistpphd, as a result, if we lose key personneimag have difficulty in retaining and
attracting customers, developing new services, tiggay favorable agreements with customers angligirng acceptable levels of customer
service. Leadership changes will occur from timérwe and we cannot predict whether significanigretions will occur or whether we will
able to recruit additional qualified personnel. Wéenot have nor do we currently expect to obtanp&rson insurance on any of our executive
officers.

We are subject to extensive governmental regulasicincluding vehicle brokerage and auction laws andrrency reporting obligations. Ou
business is subject to risks related to litigatiand regulatory actions.

Our operations are subject to regulatiopgesvision and licensing under various U.S., Caaradind Mexican federal, state, provincial and
local authorities, agencies, statutes and ordirmveleich, among other things, require us to obaaith maintain certain licenses, permits and
qualifications, provide certain disclosures andagst and limit interest rates, fees and other @sarghe regulations and laws that impact our
company include, without limitation, the following:

. The acquisition and sale of used, leased, totaldd@covered theft vehicles are regulated by statgher local motor vehicle
departments in each of the locations in which weraie.

. Some of the transport vehicles used at our angtare regulated by the U.S. Department of Tranesian or similar regulatory
agencies in Canada and Mexico.

. In many states and provinces, regulations reghaea salvage vehicle be forever "branded" withlaage notice in order to
notify prospective purchasers of the vehicle's jmey salvage status.

. Some state, provincial and local regulations lwtiib can purchase salvage vehicles, as well asmigtemwhether a salvage
vehicle can be sold as rebuildable or must be feolgarts or scrap only.

. AFC is subject to laws in certain states an@a&mada which regulate commercial lending activitied interest rates and, in
certain jurisdictions, require AFC or one of itdsidiaries to be licensed.

. We are subject to various local zoning requiremeiitts regard to the location of our auction andage facilities, which
requirements vary from location to location.

Changes in law or governmental regulatiomisiterpretations of existing law or regulatiomsiid result in increased costs, reduced vehicl
prices and decreased profitability for us. In a@dditfailure to comply with present or future laausd regulations or changes in existing laws ol
regulations or in their interpretation could havaaterial adverse effect on our operating resultsfanancial condition.
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We are also subject from time to time i@dety of legal actions relating to our currentlgrast business operations, including litigation
relating to employment-related issues, the enviremnand insurance claims. There is no guarantesvihavill be successful in defending
ourselves in legal and administrative actions asserting our rights under various laws. In additve could incur substantial costs in
defending ourselves or in asserting our rightalithsactions. The costs and other effects of penitiggtion and administrative actions against
us cannot be determined with certainty. Althoughcweaently believe that no such proceedings wiltdha material adverse effect, there can b
no assurance that the outcome of such proceediitigsevas expected.

If we are unable to protect our intellectual propggr the value of our brand and other intangible a&ts may be diminished, and our busine
may be adversely affected.

We rely and expect to continue to rely arombination of confidentiality and license agreatsevith our employees, consultants and 1
parties with whom we have relationships, as wettademark, copyright, patent, trade secret, amdaiio name protection laws, to protect our
proprietary rights. In the United States and ingionally, we have filed various applications footection of certain aspects of our intellectual
property, and we currently hold issued patenthiénUnited States. However, third parties may knglior unknowingly infringe our
proprietary rights, third parties may challengeppietary rights held by us, and pending and futtedemark and patent applications may nc
approved. In addition, effective intellectual prdgeprotection may not be available in every coyitrwhich we operate or intend to operate
our business. In any or all of these cases, webeagquired to expend significant time and expémseder to prevent infringement or to
enforce our rights. Although we have taken measiar@sotect our proprietary rights, there can bessurance that others will not offer
products or concepts that are substantially sinilayurs and compete with our business. If thequtain of our proprietary rights is inadequate
to prevent unauthorized use or appropriation bydtharties, the value of our brand and other intaegssets may be diminished and
competitors may be able to more effectively mimic service and methods of operations. Any of tlee@mts could have an adverse effect on
our business and financial results.

We may be subject to patent or other intellectuabperty infringement claims, which could have an pact on our business or operating
results due to a disruption in our business opewats, the incurrence of significant costs and othiactors.

From time to time, we may receive notigesf others claiming that we infringed or otherwisalated their patent or intellectual property
rights, and the number of these claims could irs@ea the future. Claims of intellectual propertfringement or other intellectual property
violations could require us to enter into licensaggeements on unfavorable terms, incur substantaketary liability or be enjoined
preliminarily or permanently from further use oétimtellectual property in question, which coulduie us to change business practices and
limit our ability to compete effectively. Even ifeabelieve that the claims are without merit, treémbk can be time-consuming and costly to
defend and may divert management's attention aalirees away from our businesses. If we are redjtiréake any of these actions, it could
have an adverse impact on our business and opgerasalts.

We are dependent on the continued and uninterrupgaavice from our workforce.

Currently, none of our employees particdatcollective bargaining agreements. If we neageta first-time collective bargaining
agreement, we could be subject to a substantiedase in labor and benefits expenses that we mapdigle to pass through to customers for
some period of time, if at all. The U.S. Congressld pass labor legislation, such as the proposepl&@ee Free Choice Act, or the
"EFCA," (also called "cara@heck legislation") that could adversely affect operations. The EFCA would make it significanthsir for uniol
organizing drives to be successful—for exampleglbyinating employees' absolute right to a secaibbvote in union elections—and could
give
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third-party arbitrators the ability to impose terofscollective bargaining agreements upon us alatbar union if we and such union are unable
to agree to the terms of a collective bargainingagent. Such an arbitrated initial contract condlude pay, benefit and work rules that coulc
adversely affect our profitability and operatiofiekibility.

We have a material amount of goodwill which, ifbiecomes impaired, would result in a reduction inrauwet income.

Goodwill represents the amount by whichdbst of an acquisition accounted for using thepase method exceeds the fair value of the
net assets acquired. Current accounting standegadre that goodwill no longer be amortized buteas be periodically evaluated for
impairment based on the fair value of the reporting. A significant percentage of our total assefwesents goodwill primarily associated
with the 2007 Transactions. Declines in our praflity or the value of comparable companies mayauotghe fair value of our reporting units,
which could result in a write-down of goodwill andeduction in net income.

New accounting pronouncements or new interpretatsoof existing standards could require us to makgustments to accounting policie
that could adversely affect the financial statement

The Financial Accounting Standards Boardhe FASB, the Public Company Accounting Oversigbard, the SEC, and other accoun
organizations or governmental entities from timénte issue new pronouncements or new interpretsitid existing accounting and auditing
standards that require changes to our accountiligjggand procedures and could cause us to irdditianal costs. To date, we do not believe
any new pronouncements or interpretations haveahadterial adverse effect on our financial conditio results of operations, but future
pronouncements or interpretations could requirectiange of policies or procedures.

Risks Related to Ownership of Our Common Stock

The market price and trading volume of our commotosk may be volatile, which could result in rapichd substantial losses for our
stockholders

You should consider an investment in oumgmn stock to be risky, and you should invest inammmon stock only if you can withstand
a significant loss and wide fluctuations in the kedrvalue of your investment. Many factors couldsmthe market price of our common stock
to rise and fall, including the following:

. our announcements or our competitors' announcemegasding new products or services, enhancemsgtsficant contracts,
acquisitions or strategic investments;

. changes in earnings estimates or recommendatiossdwyities analysts, if any, who cover our comsioek;

. results of operations that are below our annougoédhnce or below securities analysts' or conseestimates or expectations;
. fluctuations in our quarterly financial resultstbe quarterly financial results of companies pemeito be similar to us;

. changes in our capital structure, such as fusswances of securities, sales of large block®wfmon stock by our stockholders

or our incurrence of additional debt;

. investors' general perception of us and ourstrgu
. changes in general economic and market conditioiorth America;
. changes in industry conditions; and

33




Table of Contents
. changes in regulatory and other dynamics.

In addition, if the market for stocks inréndustry, or the stock market in general, expariss a loss of investor confidence, the trading
price of our common stock could decline for reasam®lated to our business, financial conditiomesults of operations. If any of the
foregoing occurs, it could cause our stock priciatioand may expose us to lawsuits that, evendétessfully defended, could be costly to
defend and a distraction to management.

Future offerings of debt or equity securities, whiavould rank senior to our common stock, may adwaysaffect the market price of our
common stock.

If, in the future, we decide to issue debéquity securities that rank senior to our comrmsimtk, it is likely that such securities will be
governed by an indenture or other instrument coimtgicovenants restricting our operating flexigilindditionally, any convertible or
exchangeable securities that we issue in the fuhag have rights, preferences and privileges mmrerfble than those of our common stock
and may result in dilution to owners of our comnstock. We and, indirectly, our stockholders, wi the cost of issuing and servicing such
securities. Because our decision to issue delquityesecurities in any future offering will depead market conditions and other factors
beyond our control, we cannot predict or estimageamount, timing or nature of our future offeringkus, holders of our common stock will
bear the risk of our future offerings reducing tharket price of our common stock and diluting th&ue of their stock holdings in us.

The market price of our common stock could be negaly affected by sales of substantial amounts af oommon stock in the public
markets.

At February 12, 2013, there were 136,748 st2ares of our common stock outstanding. Of aured and outstanding shares, all of the
common stock is freely transferable, except for simgres held by our "affiliates," as that termafirted in Rule 144 under the Securities Act o
1933, as amended, or the "Securities Act." Pursigaatregistration rights agreement entered intwoimection with the 2007 Transactions,
KAR LLC caused us to file a registration statemamder the Securities Act, covering resales oftares of our common stock held by
KAR LLC. Approximately 67% of our outstanding commstock is held indirectly through their investmenKAR LLC by affiliates of the
Equity Sponsors, other equity co-investors and neembf our management. These shares also maydewsiuant to Rule 144 under the
Securities Act, depending on the holding period sulgject to restrictions in the case of shares bgldersons deemed to be our affiliates. As
restrictions on resale end or if KAR LLC exercigissegistration rights, the market price of owcst could decline if KAR LLC sells the
restricted shares or is perceived by the markeitasding to sell them. See Item 13, "Certain Reteghips and Related Transactions, and
Director Independence."

Pursuant to a registration statement utideBecurities Act, we have registered sharesmhoon stock reserved for issuance in respect
stock options and other incentive awards grantexditofficers and certain of our employees. If afyhese holders cause a large number of
securities to be sold in the public market, thesabuld reduce the trading price of our commookstbhese sales also could impede our at
to raise future capital.

Provisions in our amended and restated certificatieincorporation and b-laws, and of Delaware law, may prevent or delayaaguisition
of us, which could decrease the trading price ofr@mommon stock.

Our amended and restated certificate ariparation and by-laws contain provisions that rhayconsidered to have an atatikeover effec
and may delay or prevent a tender offer or othgvam@te transaction that a stockholder might cardid be in its best interest, including those
transactions that might result in a premium overrttarket price for our shares.
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These provisions include:

. limiting the right of stockholders to call specmketings of stockholders to holders of at least 85%ur outstanding common
stock;

. rules regarding how our stockholders may presespigsals or nominate directors for election at dtotdker meetings;

. permitting our board of directors to issue preférstock without stockholder approval;

. granting to the board of directors, and notdtuekholders, the sole power to set the numbeiretirs; and

. authorizing vacancies on our board of directorse filled only by a vote of the majority of t&ectors then in office and

specifically denying our stockholders the righfitovacancies in the board.

From and after the time that KAR LLC noden has beneficial ownership of 35% or more of@mutstanding common stock, these
provisions will also include:

. authorizing the removal of directors only for caase only upon the affirmative vote of holders ahajority of the outstanding
shares of our common stock entitled to vote foraleetion of directors; and

. prohibiting stockholder action by written consen
These provisions apply even if an offer rhayconsidered beneficial by some stockholders.

The Equity Sponsors (through KAR LLC) have signifint influence over us, including control over de@ss that require the approval of
shareholders, which could limit your ability to idence the outcome of key transactions, includinglange of control

Currently, we are indirectly controlled &ffiliates of the Equity Sponsors. Affiliates oftlEquity Sponsors, other equity co-investors anc
management indirectly own through their investniei(AR LLC approximately 67% of our common stocks A result, affiliates of the Equity
Sponsors have control over our decisions to enterany corporate transaction and the ability &wvpnt any transaction that requires
shareholder approval regardless of whether ottalisve that the transaction is in our best intareSb long as the Equity Sponsors continue
indirectly hold a majority of our outstanding commstock, they will have the ability to control thete in any election of directors.

We have entered into a director designadigreement that provides for the rights of KAR Ldi€ectly, and the Equity Sponsors indirec
to nominate designees to our board of directors.I@en 13, "Certain Relationships and Related Taetisns, and Director Independence."

The Equity Sponsors are also in the busioésnaking investments in companies and may fiore to time acquire and hold interests in
businesses that compete directly or indirectly wghThe Equity Sponsors may also pursue acquisijiportunities that are complementary to
our business and, as a result, those acquisitipargymities may not be available to us. So lonthas€Equity Sponsors, or other funds contrc
by or associated with the Equity Sponsors, conttougrdirectly own a significant amount of our datsding common stock, even if such
amount is less than 50%, the Equity Sponsors wiitiaue to be able to strongly influence or effeely control our decisions. The
concentration of ownership may have the effectadfiging, preventing or deterring a change of cdrtf@ur company, could deprive
shareholders of an opportunity to receive a prenfiuntheir common stock as part of a sale of ounpany and might ultimately affect the
market price of our common stock.
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Under our amended and restated certificate of inporation, the Equity Sponsors and, in some circuarstes, any of our directors and
officers who is also a director, officer, managanember or employee of any of our Equity Sponsorayé no obligation to offer us corpora
opportunities.

Our amended and restated certificate ariparation provides that the Equity Sponsors aed tlespective subsidiaries and affiliates hav
the right to engage or invest in, and do not hagtatg to abstain from engaging or investing in, shene or similar businesses as us, do bus
with any of our clients, customers or vendors oplem or otherwise engage any of our officers, dwexor employees. If any Equity Sponsor
or any of its officers, directors, managers, merapgartners or employees acquires knowledge ofenpal transaction that could be a
corporate opportunity for us, such person has iy tuoffer that opportunity to us, our stockhokler our affiliates, even if it is one that we
might reasonably have pursued. Neither the EquitynSors nor their officers, directors, manageranbess, partners or employees will
generally be liable to us or our stockholders f@aoh of any duty by reason of engaging in sudlviies. In addition, any of our directors and
officers who is also a director, officer, manageember, partner or employee of any of our Equitgrisprs and is offered or acquires
knowledge of a corporate opportunity, other thdelgan such person's capacity as our directorfficer, will not have any liability to us if an
of the Equity Sponsors pursues or acquires sugbocate opportunity.

You may not receive any future dividends on our aon stock.

On November 30, 2012, we announced thaboard of directors approved the initiation of aarly cash dividend on our common
stock. Holders of our common stock are only ertitte receive such dividends as our board of direatway declare out of funds legally
available for such payments. We are not requiratktdare cash dividends on our common stock. Futividend decisions will be based on
and affected by a variety of factors, including 6oancial condition and results of operations,tcactual restrictions, including restrictive
covenants contained in our Credit Agreement, ABEturitization facilities and the indenture govegiour outstanding debt securities, capital
requirements and other factors that our boardreicttirs deems relevant. Therefore, no assuranckecgiven as to whether any future
dividends may be declared by our board of direatothe amount thereof.

We are a "controlled company" within the meaning dfie NYSE rules and, as a result, qualify for, anely on, exemptions from certain
corporate governance requirements. You will not leathe same protections afforded to shareholdersaihpanies that are subject to such
requirements.

KAR LLC controls a majority of the votingower of our outstanding common stock. As a resudtare a "controlled company" within the
meaning of the NYSE corporate governance standaimtder these rules, a company of which more th&a 60the voting power is held by an
individual, group or another company is a "conrdlcompany"” and may elect not to comply with cartairporate governance requirements,
including:

. the requirement that a majority of the boardliogéctors consist of independent directors;

. the requirement that we have a nominating/corpaaternance committee that is composed entirelgddpendent directors
with a written charter addressing the committeatppse and responsibilities;

. the requirement that we have a compensation coemrtitiat is composed entirely of independent direstith a written charter
addressing the committee's purpose and respotisiailand

. the requirement for an annual performance evialiaf the nominating/corporate governance andpmmsation committees.
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We are utilizing certain of these exempdiofss a result, our compensation committee doesamist entirely of independent directors.
Accordingly, you may not have the same protectefferded to shareholders of companies that areestity all of the corporate governance
requirements of the NYSE.

Iltem 1b. Unresolved Staff Comments
None.
Item 2. Properties

The corporate headquarters of KAR Auctiemnvites, ADESA and AFC are located in Carmel, Indiarhe facilities are leased propert
with office space being leased in each case thr@0d®. At December 31, 2012, properties utilizedi®yADESA business segment include
used vehicle auction facilities in North Americayieh are either owned or leased. Each auctionrniergdly a multi-lane, drive-through facility,
and may have additional buildings for reconditi@niregistration, maintenance, bodywork, and otheillary and administrative services. Ei
auction also has secure parking areas to storeleshirfhe ADESA auction facilities vary in size éd®n the market demographics and offer
anywhere from 1 to 16 auction lanes, with an ave@Egpproximately 7 lanes per location.

IAA is headquartered in Westchester, liinevith office space being leased through 2016Détember 31, 2012, properties utilized by
the 1AA business segment include 163 salvage velaigttion facilities in the United States and Canaadbst of which are leased. Salvage
auctions are generally smaller than used vehiatdans in terms of acreage and building size amdeslocations share facilities with ADESA.
The IAA properties are used primarily for auctiordastorage purposes consisting on average of ajppatedy 28 acres of land per site.

Of AFC's 104 locations in North Americaletcember 31, 2012, 73 are physically located ai@uéacilities (including 53 at ADESA).
Each of the remaining AFC offices is strategicédigated in close proximity to at least one of thetans that it serves. AFC generally leases
its branches.

We believe our existing properties are adde|to meet current needs and that suitable addltspace will be available as needed to
accommodate any expansion of operations and additaffices on commercially acceptable terms.

Item 3. Legal Proceedings

We are involved in litigation and disputessing in the ordinary course of business, sudicéiens related to injuries; property damage;
handling, storage or disposal of vehicles; envirental laws and regulations; and other litigatiozidental to the business such as employmer
matters and dealer disputes. Such litigation iegaly not, in the opinion of management, likelyhtave a material adverse effect on our
financial condition, results of operations or célelws. Legal and regulatory proceedings which cdaddmaterial are discussed below.

IAA—Lower Duwamish Waterway

On March 25, 2008, the United States Emvitental Protection Agency, or the "EPA," issuedeaé&al Notice of Potential Liability, or
"General Notice," pursuant to Section 107(a), afRbgquest for Information pursuant to Section 104tehe Comprehensive Environmental
Response, Compensation, and Liability Act, or "CEERCto IAA for a Superfund site known as the LowRuwamish Waterway Superfund
Site ("LDW Site") in Seattle, Washington. On Novemnig, 2012, the EPA issued a Second General NotiPetential Liability, or "Second
General Notice," to IAA for the LDW Site. Since Z0AA has operated a branch on property it leasdsaikwila, Washington,
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which is located adjacent to the LDW Site. The L3t was identified as a Superfund site in 200fkdlyears before IAA began leasing the
branch in Tukwila. At this time, the EPA has notrdaded that IAA pay any funds or take any acticarigjpom responding to the Section 104
(e) Information Request. The EPA's website indedtat the EPA has issued notice letters to apprabely 111 entities, and has issued
Section 104(e) Requests to more than 300 entiims: Potentially Responsible Parties, or "PRPsg Bheing Company, the City of Seattle,
the Port of Seattle and King County, have fundeehaedial investigation and feasibility study of tHeW Site, but the EPA has not yet issued
a plan for remediating the site. IAA is aware tbaittain authorities may bring natural resource dpnaims against PRPs. In the General
Notice and Second General Notice, the EPA inforidgdthat the EPA believes IAA may be a PRP, but A has not specified the factt
basis for this assertion. At this time, the Compdaogs not have adequate information to determidéslfesponsibility for contamination at t
site, if any, or to estimate IAA's loss as a resiithis potential liability.

In addition, the Washington State Departnoéftcology is working with the EPA in relation tiee LDW Site, primarily to investigate and
address sources of potential contamination corttriguo the LDW Site. The current Tukwila propeayner, the former Tukwila property
owner and IAA have had discussions with the Wadbim&tate Department of Ecology concerning possbiece control obligations,
including an investigation of the water and soiigeging the stormwater system, an analysis of thuece of any contamination identified within
the system and possible repairs and upgrades gidhawater capture and filtration system. In 20A1 submitted results of its stormwater
system investigation to comply with the Washing&iate Department of Ecology source control requémeis Additional source control
obligations, if any, are not expected to have eenmltadverse effect on future recurring operatiogts.

Item 4. Mine Safety Disclosures

Not applicable.
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PART Il

ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities

Market Information and Holders of Record

KAR Auction Services' common stock is trad® the New York Stock Exchange ("NYSE") undergiimbol "KAR" and has been trad
on the NYSE since December 11, 2009. As of Febriar2013, there were 3 stockholders of recordaBsee many shares of our common
stock are held by brokers and other institution®elnalf of stockholders, we are unable to estirtregdotal number of stockholders represente
by these holders of record.

The following table sets forth the rangénigth and low intraday sales prices per share ofraon stock for each quarter during fiscal ye
2012 and 2011:

2012
High Low
4™ Quarter (October 1 - December 31) $ 20.4¢ $ 17.0C
31 Quarter (July 1 - September 30) $ 20.88 $ 14.1(
2nd Quarter (April 1 - June 30) $ 1857 $ 14.3¢
1St Quarter (January 1 - March 31) $ 16.85 $ 13.4¢
2011
High Low
4™ Quarter (October 1 - December 31) $ 145 $ 10.9:
31 Quarter (July 1 - September 30) $ 19.6¢ $ 11.92
2 "4 Quarter (April 1 - June 30) $ 21.0C $ 15.3(
1St Quarter (January 1 - March 31) $ 15.7¢ $ 13.7¢

Dividend Policy

On November 30, 2012, we announced thaboard of directors approved the initiation of adarly cash dividend on our common
stock. On February 20, 2013, the board of direcorsounced a cash dividend of $0.19 per share fagabApril 4, 2013, to stockholders of
record at the close of business on March 25, 2@f8esenting an annualized dividend of $0.76 parestiuture dividend decisions will be
based on and affected by a variety of factorsuiticlg our financial condition and results of opinas, contractual restrictions, including
restrictive covenants contained in our Credit Agreat, AFC's securitization facilities and the indea governing our outstanding debt
securities, capital requirements and other fadtaasour board of directors deems relevant. We mavgrior history of declaring or paying any

cash or other dividends, and no assurance carvbae gs to whether any future dividends may be dedlay our board of directors or the
amount thereof.
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Stock Price Performance Graph

The graph below shows the cumulative tstatkholder return, assuming the investment of $id@Cthe period beginning on
December 11, 2009, the first trading day of KAR fare Services' common stock, and ending on Dece@be?012, on each of KAR Auction
Services' common stock, the Standard & Poor's 4idizép Index and the Standard and Poor's Smallc@prélex. Our stock price performar
shown in the following graph is not indicative atdre stock price performance.

Comparison of Cumulative Total Return
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Company/Index 12/11/200¢ 12/31/200¢ 12/31/201C 12/31/2011 12/31/201z2
KAR Auction Services, Inc $ 10C $ 1146 $ 1147 $ 112.2: $ 168.2¢
S&P 400 Midcap Inde $ 10C $ 1029« $ 1285: $ 1245: $ 1445*
S&P Smallcap 600 Inde $ 10C $ 104.8¢ $ 131.08 $ 130.8¢t $ 150.2:
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Item 6. Selected Financial Data

The following selected financial data stiblbé read in conjunction with "Management's Disimrsand Analysis of Financial Condition
and Results of Operations," the audited consolidfitmncial statements and related notes therekoAdt Auction Services, Inc. and other
financial information included elsewhere in thisrAral Report on Form 10-K.

Selected Financial Data of KAR Auction Services
For the Years Ended December 31, 2012, 2011, 202009 and 2008

The following consolidated financial data the years ended December 31, 2012, 2011, 2009, &hd 2008 is based on our audited
financial statements.

Year Ended December 31

(Dollars in millions except per share amounts 2012 2011 2010 2009 2008
Operations:
Operating revenue
ADESA $ 1,053f $ 1,017« $ 1,075¢ $ 1,088t $ 1,123.
IAA 716.] 700.] 610.2 553.] 550.%
AFC 193.¢ 168.¢ 136.2 93.¢ 102.:
Total operating revenut $ 1,963.. $ 1,886.0 $ 1,822.¢ $ 1,735.! $ 1,776.(

Operating expenses (exclusive of
depreciation and amortization an

impairment charges 1,506.: 1,424.¢ 1,382.! 1,367.¢ 1,441.°
Goodwill and other intangibles

impairment — — — — 164.¢
Operating profit (loss 267.( 281.¢ 268.¢ 195.: (12.5
Interest expens 119. 143.1 141.¢ 172.¢ 215.2
Income (loss) from continuing

operations 92.C 72.2 69.€ 23.2 (216.9)
Net income (loss 92.C 72.2 69.¢ 23.2 (216.9)
Net income (loss) per sha

Basic 0.67 0.5 0.52 0.21 (2.09)

Diluted 0.6¢€ 0.52 0.51 0.21 (2.09)
Weighted average shares outstanc

Basic 136.k 136.( 134.¢ 108.( 106.¢

Diluted 139.( 137.¢ 135.¢ 108.] 106.¢
Cash dividends declared per commnr

share 0.1¢ — — — —

At December 31,

2012 2011 2010 2009 2008
Financial Position:
Working capital (1) $ 2945 $ 177.C $ 287¢ $ 299t $ 304.:
Total asset 4,922.° 4,779.. 4,525.( 4,251.° 4,157.¢
Total debt, net of unamortized debt
discount 1,818.: 1,902.¢ 1,875." 2,272.¢ 2,527.
Total stockholders' equit 1,443.° 1,343.. 1,244.¢ 1,141t 750.7

(1)  Working capital is defined as current assets lessnt liabilities.

Year Ended December 31

2012 2011 2010 2009 2008
Other Financial Data:
Net cash provided by operati
activities $ 290.2 $ 305.¢ $ 467.¢ $ 250.8 $ 224.¢
Capital expenditure 102.( 85.¢ 78.¢ 65.€ 129.¢
Depreciation and amortizatic 190.2 179.¢ 171.2 172.¢ 182.¢
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with the "Selected
Financial Data" and the consolidated financial gatents and notes thereto included elsewhere irAtimisial Report on Form -K.

Forward-Looking Statements

This Annual Report on Form 10-K containssard-looking statements within the meaning of Bivate Securities Litigation Reform Act
of 1995 and which are subject to certain risks)dseand uncertainties. In particular, statementdenirathis report on Form 10-K that are not
historical facts (including, but not limited to,@ectations, estimates, assumptions and projeateg@sding the industry, business, future
operating results, potential acquisitions and grdied cash requirements) may be forward-lookiatestents. Words such as "should," "may,"
"will," "anticipates," "expects," "intends," "plajisbelieves,” "seeks," "estimates," and similapmssions identify forward-looking statements.
Such statements, including statements regardindudune growth; anticipated cost savings, revemegegases and capital expenditures;
dividend declarations and payments; strategicaitivtes, greenfields and acquisitions; our competifiosition and retention of customers; and
our continued investment in information technologse not guarantees of future performance andunjec to risks and uncertainties that
could cause actual results to differ materiallyrirthe results projected, expressed or implied bgealforward-looking statements. Factors that
could cause or contribute to such differences heliut are not limited to, those discussed in ténRisk Factors" of this Annual Report on
Form 10-K. Some of these factors include:

. fluctuations in consumer demand for and in the Buppused, leased and salvage vehicles and thidtiresimpact on auction
sales volumes, conversion rates and loan transawtimmes;

. trends in new and used vehicle sales and ingstincluding wholesale used vehicle pricing;

. the ability of consumers to lease or financepghechase of new and/or used vehicles;

. the ability to recover or collect from delinquem bankrupt customers;

. economic conditions including fuel prices, foremcthange rates and interest rate fluctuations;

. trends in the vehicle remarketing industry;

. trends in the number of commercial vehicles beirmgght to auction, in-particular off-lease volumes;

. changes in the volume of vehicle production, intigcdcapacity reductions at the major original equémt manufacturers;

. increases in the number of used vehicles purchasedtual auction platforms;

. the introduction of new competitors;

. laws, regulations and industry standards, includingnges in regulations governing the sale of usédtles, the processing of

salvage vehicles and commercial lending activities;

. changes in the market value of vehicles auctdpmeluding changes in the actual cash value lvhge vehicles;
. competitive pricing pressures;

. costs associated with the acquisition of businesséschnologies;

. litigation developments;
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. our ability to successfully implement our businsgategies or realize expected cost savings arahusvenhancements;

. our ability to maintain our brand and protect mitellectual property;

. our ability to develop and implement informatiorsgms responsive to customer needs;

. business development activities, including acquisé and integration of acquired businesses;

. the costs of environmental compliance and/or thgosition of liabilities under environmental lawsdaregulations;

. weather, including increased expenses as a i@sBlperstorm Sandy;

. general business conditions;

. our substantial amount of debt;

. restrictive covenants in our debt agreements;

. our assumption of the settlement risk for vedsddold;

. any impairment to our goodwill or other intangiblesets;

. our self-insurance for certain risks;

. any losses of key personnel;

. interruptions to service from our workforce;

. changes in effective tax rates;

. changes to accounting standards; and

. oth_er2ri§ll<§ described from time to time in oumigs with the SEC, including the Quarterly Reportd=orm 10-Q to be filed by
usin .

Many of these risk factors are outsidewfa@ontrol, and as such, they involve risks whigdhr@ot currently known that could cause actual
results to differ materially from those discussedplied herein. The forward-looking statementgtiis document are made as of the date on
which they are made and we do not undertake totapma forward-looking statements.

Our future growth depends on a varietyaotdrs, including our ability to increase vehiabddsvolumes and loan transaction volumes,
expand our product and service offerings, includirigrmation systems development, acquire and nategadditional business entities, man
expansion, control costs in our operations, intoedig¢e increases, and retain our executive offietskey employees. We cannot predict
whether our growth strategy will be successfuladigition, we cannot predict what portion of ovesalles will be conducted through online
auctions or other remarketing methods in the futun@ what impact this may have on our auction lassin

Overview

We provide whole car and salvage auctionices in North America. Our business is dividetithree reportable business segments, ea
of which is an integral part of the vehicle remdirkg industry: ADESA Auctions, IAA and AFC.

. The ADESA Auctions segment serves an internationslomer base through online auctions and throught®le car auction
facilities in North America, that are developed ahategically located to draw professional selard buyers together and all
the buyers to inspect and compare vehicles remotaly person. OPENLANE, a leader in internet-bassdarketing solutions,
offers vehicles for sale from any location. Vehiclt ADESA's auctions
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are typically sold by commercial fleet operatoisafcial institutions, rental car companies, new ased vehicle dealers and
vehicle manufacturers and their captive finance games to franchise and independent used vehidlerde ADESA also
provides value-added ancillary services includimgpections, storage, transportation, reconditigrtitijng and other
administrative services.

. The IAA segment serves a domestic and internatioustomer base through live and online auctismsthrough 163 salvage
vehicle auction sites in the United States and Garé December 31, 2012. The salvage auctionstéaeithe remarketing of
damaged or low value vehicles designated as tdaklk by insurance companies and charity donagioicles, as well as
recovered stolen (or theft) vehicles. The salvageian business specializes in providing servieehss inbound transportatic
titing, salvage recovery and claims settlementiagsirative services.

. The AFC segment provides short-term, inventa@agused financing, known as floorplan financingpparily to independent used
vehicle dealers. At December 31, 2012, AFC condlbtesiness at 104 locations in the United StatdsCamada.

The holding company is maintained sepaydteim the three reportable segments and inclugpereses associated with the corporate
office, such as salaries, benefits, and travelsclmstour management team, certain human resounfesnation technology and accounting
costs, and certain insurance, treasury, legal iskRdranagement costs. Holding company interestresg@ncludes the interest expense incurre
on the corporate debt structure. Intercompany @sarglate primarily to interest on intercompanytaetreceivables and certain administrative
costs allocated by the holding company.

Industry Trends
Whole Car

Used vehicles sold in North America throwgiole car auctions were 8.4 million, 7.7 milliomdean estimated 7.7 million in 2010, 2011
and 2012, respectively (excluding approximatelyr@iion used vehicles sold by OPENLANE in 2011 &@d 2). The reduction in auction
volumes since 2009 is attributable to supply stymsan the North American whole car auction industtused principally by declines in new
vehicle sales and lease originations from 20070@02and declines in repossessions from 2009 to.2He supply shortages and resulting
decline in industry auction volumes reflect a re@hrcin units sold by institutional consignors. $heduction has been partially offset by an
increase in dealer consignment units sold in 220Q1 and 2012.

Other reasons for the fluctuations in indusolumes, which may also impact future volumadude:

. New car sales in the U.S. declined from 17.0 millio 2005 to 10.4 million in 2009. Although new uelh sales have climbed
over the last three years to approximately 14.%ianiunits in 2012, the recovery in new vehiclelesdas been gradual and may
continue to be so for the foreseeable future.

. The decline in total new vehicle sales, coupléth a tightening of consumer credit and changiolicies regarding delinquent
loans by the major lenders, resulted in a declimepossessed vehicles coming to auction.

. When lease residuals are below wholesale vehidieegamore vehicles are purchased by either theuwoar or the grounding
dealer or by dealers in online auctions, prioti®tehicles being transported to a physical auction
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. As used vehicle prices have increased over thédasyears, new vehicle dealers have shifted fingeinore used vehicles,
which can offset lower new vehicle sales. Dealarsalso offer financing, warranties and insurareises on their used vehi
sales. Despite an increase in the number of tnasldealers keep for retail sale, the number ofedeminsignment vehicles
remarketed through whole car auctions has increased

. There was a reduction in the number of lease atgins in 2008 and 2009, as new vehicle salesufelllease financing was
scaled back. This decline negatively impacted thpply of off-lease vehicles available at auctiorotlyh 2012 and this trend
could continue into 2013.

Based on the factors discussed above, tieate that used vehicle auction volumes in Northetica, including units sold by
OPENLANE, will be approximately 8 million units 2012, approach 8.4 million units in 2013 and angeexed to reach nearly 9 million units
by 2015.

Salvage

Vehicles deemed a total loss by automabgarance companies represent the largest categoshicles sold in the salvage vehicle
auction industry. The percentage of claims resglitmtotal losses is estimated at 14.4% for 20p2rom 13.3% in 2011. There is no central
reporting system that tracks the number of totss leehicles in any given year which makes estirgatidustry volumes very difficult.

Fluctuations in used vehicle and commogitging have an impact on proceeds received irséteage vehicle auction industry. In times
of rising prices, as the industry has experiencat the last few years, revenue and gross prdaipasitively impacted. If used vehicle and
commodity prices moderate in 2013, proceeds, revamd gross profit at salvage auctions may be ivefyatmpacted, which could adversely
affect the level of profitability.

Automotive Finance

AFC works with independent used vehiclelelsato improve their results by providing a confpmesive set of business and financial
solutions that leverages its local branches, inglestperience and scale, as well as KAR affiliasio@ver the last few years, the U.S.
independent used vehicle dealer base has rebotruedpproximately 36,418 dealers in 2009 to at3892 dealers in 2012. During this
time, AFC's eligible dealer base has grown fron#9,dealers in 2009 to approximately 11,000 dedteP®12 and loan transactions have
grown from 799,421 in 2009 to 1,239,755 in 2012.

Key challenges for the independent usedcleedealer include used vehicle sales volume deindisruptions in pricing of used vehicle
inventory and lack of access to consumer financiingse same challenges, to the extent they ocould cesult in a material impact on AFC's
results of operations. A significant decline indisehicle sales would result in a decrease in coes@uto loan originations and an increased
number of dealers defaulting on their loans. Initaaid volatility in wholesale vehicle pricing impts the value of recovered collateral on
defaulted loans and the resulting severity of ¢redises at AFC.

AFC implemented a number of strategic atities in recent years to enhance credit standangsove portfolio risk management and
enhance the customer experience. These initiatileegy with the current industry environment havel#ded AFC to increase its penetration of
the independent dealer base while maintaining la leigel of portfolio quality evidenced by low legadf net credit losses and a managed
portfolio which was over 99 percent current at Deber 31, 2012.
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Seasonality

The volume of vehicles sold at our auctigaeerally fluctuates from quarter to quarter. Tg@asonality is caused by several factors
including weather, the timing of used vehicles mlde for sale from selling customers, the avaligband quality of salvage vehicles, holide
and the seasonality of the retail market for usaltiates, which affects the demand side of the andtidustry. Used vehicle auction volumes
tend to decline during prolonged periods of winteather conditions. In addition, mild weather caoiodis and decreases in traffic volume can
each lead to a decline in the available supplyabfegge vehicles because fewer traffic accidentsmeesulting in fewer damaged vehicles
overall. As a result, revenues and operating exgreredated to volume will fluctuate accordinglyaquarterly basis. The fourth calendar
quarter typically experiences lower used vehicletian volume as well as additional costs associafig the holidays and winter weather.

Sources of Revenues and Expen:

Our revenue is derived from auction feed i@ated services at our whole car and salvaggoase and from dealer financing fees and
interest income at AFC. Although auction revenug@sgrily include the auction services and relategist our related receivables and payables
include the gross value of the vehicles sold.

Our operating expenses consist of cosenfises, selling, general and administrative amutegation and amortization. Cost of services i
composed of payroll and related costs, subconsexreices, supplies, insurance, property taxestiesil maintenance and lease expense relate
to the auction sites and loan offices. Cost ofises/excludes depreciation and amortization. Sglyeneral and administrative expenses are
composed of payroll and related costs, sales amkatirag, information technology services and prefesal fees.
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Results of Operations

Overview of Results of KAR Auction Services for tiiears Ended December 31, 2012 and 2011:

Year Ended
December 31

(Dollars in millions except per share amounts 2012 2011
Revenue:

ADESA $ 1,053! $ 1,017.

IAA 716.1 700.]

AFC 193.¢ 168.¢
Total revenue 1,963.¢ 1,886.:
Cost of services 1,087.: 1,035.:
Gross profit* 876.: 851.]
Selling, general and administrati 419.1 389.¢
Depreciation and amortizatic 190.2 179.¢
Operating profi 267.( 281.¢
Interest expens 119.¢ 143.1
Other income, ne (4.0 4.7
Loss on extinguishment of de — 3.t
Income before income tax 151.¢ 90.C
Income taxe: 59.€ 17.¢
Net income $ 92.C $ 72.2
Net income per sha

Basic $ 0.67 $ 0.5¢

Diluted $ 0.6€ $ 0.52
* Exclusive of depreciation and amortizat

For the year ended December 31, 2012, weadzenue of $1,963.4 million compared with reveati$1,886.3 million for the year ended
December 31, 2011, an increase of 4%. For a fudiseussion of revenues, gross profit and sellygmeral and administrative expenses, see
the segment results discussions below.

Superstorm Sandy

In October 2012, Superstorm Sandy damaggukepty throughout the Eastern United States viighrhost significant damage concentratec
in New Jersey and New York. As a direct result gp&storm Sandy's affect on New York City and nea@ing communities, damage from -
storm is estimated at over $70 billion. Althougk ttamage from Superstorm Sandy was widespread)dkesignificant damage was
concentrated on the eastern seaboard of the Usftds. KAR and its subsidiaries did not experiesigrificant damage to its properties or
vehicles stored on our properties for our custonf@estain auction activities were delayed due togrooutages, temporary loss of internet
access and the inability of customers to attendtiotions immediately following the damage credtg®uperstorm Sandy.

IAA provides salvage auction services thstantially all of the major automobile insurancenpanies in the United States. Contracts wit
IAA's insurance customers require 1AA to provideveees in the event of catastrophic events likeestorm Sandy. Typically these
catastrophic events create a temporary increatse inumber of cars processed and sold. The natthe damage, the
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need to service our customers in a short peridina and the geographic concentration in a hegolyulated, high cost area, led to
substantially increased costs incurred to handiestinificantly greater volumes of vehicles. IAAstexperienced a number of catastrophic
events over the last 10 years, most notably Huredgatrina, and none of these individual catastioptents has resulted in a net loss to I1AA.

Superstorm Sandy was unique in that itsasichvas greatest in the densely populated New Citskarea. This resulted in a high
concentration of total-loss vehicles in a relatjveinall geographic area. It is estimated that Stpan Sandy damaged over 200,000 vehicles.
IAA's customers assigned over 50,000 total-lossclehito IAA for processing. In order to store grdcess these vehicles, IAA secured over
400 acres of temporary space in New York and Newede In addition, the difficult infrastructure tife New York City and Long Island areas
and the shortage of towing capacity required IAAnur significantly greater towing costs to mowathged vehicles to its sites for process
In order to serve our customers in this region, W&l to bring hundreds of employees to the affeateds to assist in the timely processing of
these vehicles. All of these activities resulted i@mporary increase in costs related to Supensgandy vehicles.

In the fourth quarter of 2012, IAA incurrachon-recurring pre-tax net loss of $9.1 millietated to the processing of Superstorm Sandy
vehicles. This net loss has been excluded from #tdfiEBITDA in accordance with the definitions ur €redit Agreement. Furthermore, the
sale of Superstorm Sandy vehicles in 2013 is ergect result in an additional pre-tax net losspgdraximately $10 million. This loss will be
incurred in the first half of 2013 with a majorib§ the activity taking place in the first quartdra®13. These losses are net of auction services
revenue realized or to be realized upon the satlesofehicles. The significantly higher tow costsurred in order to respond to the
requirements of our customers, increased occupewslg due to the leasing of temporary locationzécess Superstorm Sandy vehicles and
increased labor costs for the temporary work fam@ight into the New York and New Jersey areang#llt in a net loss on the sale of the
Superstorm Sandy vehicles.

Depreciation and Amortizatio

Depreciation and amortization increased 4hdillion, or 6%, to $190.2 million for the yeamaed December 31, 2012, compared with
$179.8 million for the year ended December 31, 20hE increase in depreciation and amortization pvasarily representative of an increase
of $11.3 million related to OPENLANE, which was aagd in the fourth quarter of 2011, partially @fdy a net decrease in depreciation and
amortization as five year life computer softward sg&chnology assets, revalued as part of the 20riR007 merger between ADESA and IAA,
became fully amortized.

Interest Expens

Interest expense decreased $23.7 millioay/&o, to $119.4 million for the year ended Decen8ie 2012, compared with $143.1 million
for the year ended December 31, 2011. The decheasierest expense was primarily representativ@lgf.5 million in interest expense
incurred in the second quarter of 2011 in conneactith the settlement and termination of our $650ion notional swap agreement. In
addition, interest expense decreased as a reshié second quarter 2011 prepayment of our $450li@mprincipal amount 8/ 4% senior
notes and the remaining $131.1 million principdbbae of our 10% senior subordinated notes, phriddiset by Term Loan B debt, which had
an interest rate of 5% at December 31, 2012, cosapaith our previous term loan debt, which hadraarest rate of approximately 3% until
prepayment in May 2011. The decrease in intergeese was also partially offset by an increasaterést expense at AFC, which resulted
from an increase in the average U.S. portfoliorfoed in 2012 as compared with 2011, as well asemease in the cost of funds, beginning in
the second quarter of 2011.
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Other Income, Net

We had other income of $4.0 million for fremr ended December 31, 2012, compared with $#lidmfor the year ended December 31,
2011. The change in other income was primarilyesgntative of $4.6 million of contingent considenathat was reversed during 2011 as
compared with $1.1 million of contingent considematthat was recorded in 2012. The contingent cmation related to certain prior year
acquisitions and the adjustments were based osa@Vorecasts which indicated the unit volumesireduwuring the measurement period in
order for the contingent consideration to becomgpke would or would not be met. In addition, wel areign currency transaction gains for
the year ended December 31, 2012, compared wigigioicurrency transaction losses for the year emsember 31, 2011.

Loss on Extinguishment of De

In May 2011, we terminated our previouddrtacility, entered into as of April 20, 2007,carecorded a $24.5 million pretax charge
representative of the write-off of certain unanmaatl debt issuance costs associated with our prewom loan. In addition, in June 2011, we
prepaid $450.0 million principal amount of thé B % senior notes and the remaining $131.1 millionggal balance of the 10% senior
subordinated notes with proceeds received from Tayam B and cash on hand. As a result, we alsadedoa $29.0 million pretax charge
representative of the net premiums payable rekatélge repurchase of these notes, the write-ofleofain unamortized debt issuance costs
associated with these notes, as well as certaiersqgs related to the prepayment of these notes.

Income Taxe

We had an effective tax rate of 39.3% Far year ended December 31, 2012, compared witffextiee tax rate of 19.8% for the year
ended December 31, 2011. During the year endedrBleme31, 2012, our effective tax rate of 39.3% fieadkfrom the recognition of
$4.7 million of previously unrecognized deferred &ssets related to foreign tax credits and stt®perating losses. Excluding the effect of
the discrete items for the year ended Decembe2@I12, our effective tax rate for the year endedebduer 31, 2012 would have been 41.9%.
During the year ended December 31, 2011, our éffetax rate of 19.8% benefited from the revers&@i18.6 million in reserves for uncertain
tax positions due to the expiration of certainugtzg of limitations. Excluding the effect of thescliete items for the year ended December 31,
2011, our effective tax rate for the year endeddb@mer 31, 2011 would have been 40.2%. The chantie itax rate, excluding the effect of
discrete items, was primarily attributable to therease in non-deductible profit interest expeasayell as differences in effective tax rates in
state and foreign jurisdictions. Income before medaxes includes the impact of $12.9 million iofftiinterest expense and a credit of
$0.1 million reflected as negative profit interezpense for the years ended December 31, 20120drld &spectively, which is not deductible
by us for income tax purposes.
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ADESA Results

Year Ended

December 31
(Dollars in millions) 2012 2011
ADESA revenue $ 1,053 $ 1,017.
Cost of services 595.% 582.%
Gross profit* 457.¢ 435.]
Selling, general and administrati 249.: 219.¢
Depreciation and amortizatic 96.¢ 88.1
Operating profi $ 111€ $ 127«

* Exclusive of depreciation and amortizat
Revenus

Revenue from ADESA increased $36.1 million4%, to $1,053.5 million for the year ended Deber 31, 2012, compared with
$1,017.4 million for the year ended December 31,120 he increase in revenue was primarily a rexfdin 8% increase in the number of
vehicles sold, partially offset by a 4% decreaseirenue per vehicle sold to approximately $56GHeryear ended December 31, 2012,
compared with approximately $585 for the year eridedember 31, 2011. OPENLANE, which was acquiretthénfourth quarter of 2011,
incrementally increased ADESA's revenue approxitp&ie7.5 million for the year ended December 311,20

The total number of used vehicles sold RESA increased 8% for the year ended December®R,Zompared with the year ended
December 31, 2011, and resulted in an increas®iB3A revenue of approximately $34.4 million. Exéhgl OPENLANE, the total number
used vehicles sold at ADESA decreased approximdgélyor the year ended December 31, 2012, compeitbdhe year ended December 31,
2011. The decrease in same store volume sold wasugdble to a decline in institutional supplievéntory levels, partially offset by an 11%
(excluding OPENLANE) increase in dealer consignmenits sold in 2012 compared with 2011. Online s&@umes for ADESA, which
includes both LiveBlock and OPENLANE sales, repnése approximately 30% of the total vehicles sgldANDESA in 2012, compared with
approximately 24% in 2011. LiveBlock operates ial+#tme with our physical auctions and providesistaged buyers with the opportunity to
participate in live auctions.

The 4% decrease in revenue per vehiclewsafdprimarily attributable to lower revenue pehiete sold at OPENLANE, as fewer ancilli
services offerings are utilized for online vehisdes. In addition, decreases in ancillary andedlaervices resulted in decreased ADESA
revenue of approximately $17.2 million, while fluations in the Canadian exchange rate resulteddredsed ADESA revenue of
approximately $2.6 million. Partially offsettingetlilecreases in revenue was incremental fee inceliated to selective fee increases, which
resulted in increased ADESA revenue of approxinggb@ll.5 million. The used vehicle conversion petage at physical auction locations,
calculated as the number of vehicles sold as a&ptage of the number of vehicles entered for sabei@rADESA auctions, decreased to 57.4%
for the year ended December 31, 2012, compared6Ritfs for the year ended December 31, 2011. Theedse in conversion rates is
representative of a change in the mix of vehictdd ®oward more dealer consignment vehicles, whitvert at a lower rate, as dealers have
the option of returning vehicles to their storesritail sale or utilizing alternative wholesaleaohels. For the year ended December 31, 2012
dealer consignment vehicles represented approxiyné®8o of used vehicles sold at ADESA physical &rctocations, an increase from
approximately 42% for the year ended December 3112
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Gross Profit

For the year ended December 31, 2012, gnadi for ADESA increased $22.7 million, or 5%, $457.8 million, compared with
$435.1 million for the year ended December 31, 2@rbss profit for ADESA was 43.5% of revenue foe {ear ended December 31, 2012,
compared with 42.8% of revenue for the year endeceihnber 31, 2011. The increase in gross profitme@ntage of revenue for the year
ended December 31, 2012, compared with the yeadeDdcember 31, 2011, was primarily the resulhef8% increase in the number of
vehicles sold, partially offset by a 2% increaseadst of services. The increase in cost of servicEs primarily attributable to the addition of
OPENLANE costs, as well as lower conversion rgtestially offset by lower utilization of ancillagnd related services.

Selling, General and Administrative

Selling, general and administrative expsrisethe ADESA segment increased $29.7 millionl4%o, to $249.3 million for the year ended
December 31, 2012, compared with $219.6 milliontfieryear ended December 31, 2011, primarily dubd@cquisition and integration of
OPENLANE, which accounted for approximately $28.lliam of the increase, as well as an increase@entive-based compensation expense
an increase in professional fees and a loss osdlleeof idle property, partially offset by decreasecompensation expense and stock-based
compensation expense, as well as fluctuationsarCtdmnadian exchange rate.

IAA Results
Year Ended
December 31
(Dollars in millions) 2012 2011
IAA revenue $ 716.1 $ 700.1
Cost of services 449.F 415.3
Gross profit* 266.¢ 284.¢
Selling, general and administrati 69.¢ 82.2
Depreciation and amortizatic 68.1 65.€
Operating profi $ 128.7 $ 136.7
* Exclusive of depreciation and amortizat
Revenut

Revenue from IAA increased $16.0 million266, to $716.1 million for the year ended Decenfr2012, compared with $700.1 milli
for the year ended December 31, 2011. The incieas¥enue was a result of an increase in vehadd of approximately 3% for the year
ended December 31, 2012. Included in the growtm@é sold was an increase in the sale of vehgsd under purchase agreements, in whicl
the entire selling price of the vehicle is recordsdevenue. Vehicles sold under purchase agresmepresented approximately 7% of total
salvage vehicles sold for the year ended Decemhe2®l 2, as compared with 5% for the year endecDéer 31, 2011. Also contributing to
the growth in revenue were sales generated fronmtpact of Superstorm Sandy in the Northeast Reijidhe fourth quarter of 2012. Online
sales volumes for I1AA for the years ended Decemie012 and 2011 represented approximately halfeofotal vehicles sold by IAA.
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Gross Profit

For the year ended December 31, 2012, gnasi at IAA decreased to $266.6 million, or 3% 2f revenue, compared with
$284.8 million, or 40.7% of revenue, for the yeaded December 31, 2011. The gross profit decreasepvimarily the result of the 8%
increase in cost of services. The decrease in gnodis as a percentage of revenue was mainlhybaiiable to an increase in the purchase price
of vehicles sold under purchase agreements antcagsise in expenses associated with IAA's respgorSeperstorm Sandy in the Northeast
Region, which included increases in towing costsppensation expense, temporary real estate renajabgy expense, travel expenses and
miscellaneous yard and auction expenses.

Selling, General and Administrative

Selling, general and administrative expsrsgdAA decreased $12.5 million, or 15%, to $69i8ion for the year ended December 31,
2012, compared with $82.3 million for the year eh@ecember 31, 2011. The decrease in selling, geard administrative expenses was
attributable to a gain on the sale of excess ptgpas well as decreases in stock-based compensatense and incentivesed compensati
expense.

AFC Results
Year Ended
December 31,
(Dollars in millions except volumes and per loan amunts) 2012 2011
AFC revenue
Interest and fee incon $ 190.7 $ 163.7
Other revenu 10.7 11.2
Provision for credit losse (7.2 (6.2
Total AFC revenuu 193.¢ 168.¢
Cost of services 41.¢ 37.€
Gross profit* 151.¢ 131.2
Selling, general and administrati 21.2 22.1
Depreciation and amortizatic 23.8 24.7
Operating profi $ 107.: $ 84.4
Loan transaction 1,239,75! 1,064,89.
Revenue per loan transacti $ 15€¢ $ 15¢
* Exclusive of depreciation and amortizat
Revenu

For the year ended December 31, 2012, Afv€nue increased $25.0 million, or 15%, to $1931Bom, compared with $168.8 million fc
the year ended December 31, 2011. The increase@mue was the result of a 16% increase in loasactions for the year ended
December 31, 2012, compared with the same peri@@1A, partially offset by a 2% decrease in revgrerdoan transaction for the year endec
December 31, 2012. In addition, managed receivabtesased to $1,004.2 million at December 31, Zed? $883.2 million at December 31,
2011.

Revenue per loan transaction, which inciualeth loans paid off and loans curtailed, decie:&Se or 2%, primarily as a result of a
decrease in average loan values and a decredseripl&n and other fee income, partially offsetanyincrease in the average portfolio durai
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Gross Profit

For the year ended December 31, 2012, gnask for the AFC segment increased $20.7 million16%, to $151.9 million, compared
with $131.2 million for the year ended DecemberZ&111, primarily as a result of a 15% increaseeirenue, partially offset by an 11%
increase in cost of services. The increase inafostrvices was primarily the result of an increiasthe number of employees, as well as
increases in lot check fees and incentive-basegeosation expense.

Selling, General and Administrative

Selling, general and administrative experseAFC decreased $0.8 million, or 4%, to $21.Bonifor the year ended December 31, 2(
compared with $22.1 million for the year ended Deber 31, 2011. The decrease was primarily the re$dlecreases in stock-based
compensation expense and professional fees, padfédet by an increase in compensation expense.

Holding Company Results

Year Ended
December 31
(Dollars in millions) 2012 2011
Selling, general and administrati $ 787 $ 65.
Depreciation and amortizatic 1.¢ 1.2
Operating los: $ (80.6) $ (66.€)

Selling, General and Administrative

For the year ended December 31, 2012ngeljjeneral and administrative expenses at thartgptsbmpany increased $13.3 million, or
20%, to $78.7 million, compared with $65.4 millitor the year ended December 31, 2011, primarily essult of an increase in stock-based
compensation expense related to the KAR LLC ané AXIC operating units (profit interests), which aeeneasured each reporting period to
fair value, as well as an increase in professitees. For the year ended December 31, 2012, staskebcompensation expense related to the
KAR LLC and Axle LLC operating units was $12.9 riuh. For the year ended December 31, 2011, we rézed a reduction in stock-based
compensation expense related to the KAR LLC anaAXIC operating units of $0.1 million.
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Overview of Results of KAR Auction Services for tfiears Ended December 31, 2011 and 2010:

Year Ended
December 31

(Dollars in millions except per share amounts 2011 2010
Revenue!

ADESA $ 1,017.. $ 1,075.¢

IAA 700.1 610.<

AFC 168.¢ 136.:
Total revenue 1,886.: 1,822.¢
Cost of services 1,035.: 1,007.:
Gross profit* 851.1 815.:
Selling, general and administrati 389.¢ 375.2
Depreciation and amortizatic 179.¢ 171.2
Operating profit 281.¢ 268.¢
Interest expens 143.1 141.
Other income, ne 4.7 (2.
Loss on extinguishment of de 53.t 32.7
Income before income tax 90.C 96.¢
Income taxe:! 17.¢ 27.2
Net income $ 722 $ 69.€
Net income per shai

Basic $ 0.5¢ $ 0.52

Diluted $ 0.5 $ 0.51
* Exclusive of depreciation and amortizat

For the year ended December 31, 2011, Wedwenue of $1,886.3 million compared with reveoli$1,822.6 million for the year ended
December 31, 2010, an increase of 3%. For a fudiseussion of revenues, gross profit and sellijggeral and administrative expenses, see
the segment results discussions below.

Depreciation and Amortizatio

Depreciation and amortization increase® $8illion, or 5%, to $179.8 million for the yeardsd December 31, 2011, compared with
$171.3 million for the year ended December 31, 20h@ increase was representative of increasedtaatoon resulting from certain assets
placed in service during 2010 and 2011. In addit®RENLANE had $3.8 million of depreciation and atization in the fourth quarter of
2011.

Interest Expens

Interest expense increased $1.7 milliorl,%r to $143.1 million for the year ended Decen8ier2011, compared with $141.4 million for
the year ended December 31, 2010. The increasgeirest expense was primarily the result of theseguarter 2011 recognition of
$14.5 million in additional interest expense redatie the settlement and termination of our $650iomiinotional swap agreement, which was
used to hedge interest payments on the previous Tean B. Partially offsetting the increase wasardase in interest expense as a result of
$143.3 million in prepayments on long-term dehthia fourth quarter of 2010, the prepayments of $5hdillion aggregate principal amount
outstanding on our fixed senior notes and $131llomiaggregate principal amount
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outstanding on our senior subordinated notes, letermination of our $1,144.6 million previous ifetoan B in the second quarter of 2011.
Other Income, Net

Other income was $4.7 million for the yeaded December 31, 2011, compared with $2.1 miftothe year ended December 31, 2010.
In 2011, we reversed contingent consideration pfadmately $4.6 million related to certain pricgar acquisitions based on revised forecast
which indicated the unit volumes required during theasurement period in order for the contingensicieration to become payable would
be met. This increase was partially offset by fpneturrency transaction losses for the year endsdber 31, 2011, compared with foreign
currency transaction gains for the year ended Dbeeidi, 2010.

Loss on Extinguishment of De

In May 2011, we terminated our previouddréacility, dated as of April 20, 2007. In additi, in June 2011, we prepaid the
$450.0 million aggregate principal amount outstagdin our fixed senior notes and the $131.1 milaggregate principal amount outstanding
on our senior subordinated notes with proceedsweddrom a new Term Loan B and cash on hand. érstftond quarter of 2011, we recordec
a $24.5 million pretax charge representative ofhiee-off of certain unamortized debt issuancet€@ssociated with our previous Term Loan
B. In the second quarter of 2011, we also recoad$#9.0 million pretax charge representative ofnéiepremiums payable related to the
repurchase of our fixed senior notes and the sauibordinated notes, the write-off of certain uneimed debt issuance costs associated with
these notes, as well as certain expenses relathd firepayment of these notes.

In connection with our initial public offag in 2009, we conducted a cash tender offer éotain of our notes. The tender offer was
oversubscribed and as such, in accordance witluémeified priority levels, only a portion of ouesior subordinated notes tendered were
accepted for prepayment. In January 2010, we ptegf25.6 million principal amount of our senior eudtinated notes with proceeds received
from our initial public offering and the underwriseoption to purchase additional shares. In tta djuarter of 2010, we recorded a
$25.3 million pretax charge representative of teepremiums payable related to the repurchaseraenior subordinated notes, the write-off
of certain unamortized debt issuance costs assdoiegith our senior subordinated notes and certgiemses related to the tender offer.

In addition, in the fourth quarter of 204 conducted a cash tender offer for certain ofnmties. The tender offer was oversubscribec
as such, in accordance with the identified priolétyels, only a portion of our senior subordinatetes tendered were accepted for prepaymer
In December 2010, we prepaid $68.3 million printgraount of our senior subordinated notes withlabée cash and recorded a $7.4 million
pretax charge representative of the net premiumpalpe related to the repurchase of our senior slibated notes, the write-off of certain
unamortized debt issuance costs associated withemior subordinated notes and certain expensaedeb the tender offer.

Income Taxe

We had an effective tax rate of 19.8% Far year ended December 31, 2011, compared with@tdthe year ended December 31, 201C
During the year ended December 31, 2011, our éffetax rate of 19.8% benefited from the reversdix8.6 million in tax reserves for
uncertain tax positions due to the expiration afaia statute of limitations. During the year end®tember 31, 2010, our effective rate of
28.1% also benefited from the release of tax resefor uncertain tax positions due to the expimatibcertain statute of limitations and the
recognition of previously unrecognized deferred
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tax assets. Excluding the effect of these itentsoth years, our effective tax rates for the yeaded December 31, 2011 and December 31,
2010 would have been 40.2% and 38.3%, respectiValy.change in the tax rate, excluding the effédistrete items, was primarily
attributable to the differences in tax rates iestnd foreign jurisdictions.

ADESA Results

Year Ended

December 31,

(Dollars in millions) 2011 2010

ADESA revenue $ 1,017.. $ 1,075.¢
Cost of services 582.: 611.2
Gross profit* 435.1 464.1
Selling, general and administrati 219.¢ 211.¢
Depreciation and amortizatic 88.1 86.¢
Operating profi $ 1274 $ 165.¢

* Exclusive of depreciation and amortizat
Revenut

Revenue from ADESA decreased $58.5 millmm5%, to $1,017.4 million for the year ended Deber 31, 2011, compared with
$1,075.9 million for the year ended December 31,020 he decrease in revenue was primarily a re$at7% decrease in the number of
vehicles sold, partially offset by a 2% increaseewenue per vehicle sold to approximately $58%Heryear ended December 31, 2011,
compared to over $570 for the year ended Decenthe2(®B.0.

The 2% increase in revenue per vehicle w@lsl attributable to incremental fee income relétesktlective fee increases, which resulted in
increased ADESA revenue of approximately $20.1iamllIn addition, fluctuations in the Canadian exhe rate resulted in increased ADE
revenue of approximately $9.6 million, partiallyfs#t by decreases in ancillary services, whichltedun decreased ADESA revenue of
approximately $6.5 million.

The total number of used vehicles sold RESA decreased 7% for the year ended Decembei031, 2ompared with the year ended
December 31, 2010, and resulted in a decrease ESXDrevenue of approximately $81.7 million. ExchgiOPENLANE, the total number of
used vehicles sold at ADESA decreased 10% for ¢lae gnded December 31, 2011 compared with theeyeird December 31, 2010. The
decrease in volume sold was attributable to a dedfi supplier inventory levels, partially offset & 13% (excluding OPENLANE) increase in
dealer consignment units sold in 2011 compared 26tt0. Online sales volumes for ADESA in 2011 repreed approximately 24% of the
total vehicles sold by ADESA, compared with ove#@h 2010. Excluding OPENLANE units sold in the fituquarter, online sales volumes
for ADESA would have been approximately 22% in 2011

The used vehicle conversion percentageutzbd as the number of vehicles sold as a pexgertdf the number of vehicles entered for
at our used vehicle auctions, decreased to 60.Xetu@ng OPENLANE) for the year ended December2l,1, compared with 65.0% for the
year ended December 31, 2010. The decrease inmsimveates is representative of a change in thxeafvehicles sold toward more dea
consignment vehicles, which convert at a lower,rasedealers have the option of returning vehidkeir stores for retail sale. For the year
ended December 31, 2011, dealer consignment vehigtgesented approximately 42% (excluding OPENLABRIsed vehicles sold at
ADESA, an increase from approximately 33% for tearyended December 31, 2010.
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Gross Profit

For the year ended December 31, 2011, gnadi for ADESA decreased $29.6 million, or 6%,%435.1 million, compared with
$464.7 million for the year ended December 31, 2@r@ss profit for ADESA was 42.8% of revenue foe {ear ended December 31, 2011,
compared with 43.2% of revenue for the year endecehber 31, 2010. The decrease in gross profipascgntage of revenue for the year
ended December 31, 2011, compared with the yeadeDdcember 31, 2010 was primarily the result efa% decrease in the number of
vehicles sold and a decrease in conversion rateget.conversion rates result in incremental latssoaiated with handling the same vehicles
more than once.

Selling, General and Administrative

Selling, general and administrative expsrisethe ADESA segment increased $7.7 milliord%r, to $219.6 million for the year ended
December 31, 2011, compared with $211.9 millionteryear ended December 31, 2010, primarily dubd@cquisition of OPENLANE,
which accounted for approximately $10.8 milliontlo¢ increase and fluctuations in the Canadian exgiaate, partially offset by decreases in
compensation and incentive compensation, as welldesrease in marketing costs and other miscellenexpenses.

IAA Results
Year Ended
December 31,
(Dollars in millions) 2011 2010
IAA revenue $ 700.1 $ 610.
Cost of services 415.¢ 362.(
Gross profit* 284.¢ 248.¢
Selling, general and administrati 82.c 78.€
Depreciation and amortizatic 65.¢ 58.¢
Operating profi $ 136.7 $ 110.¢
* Exclusive of depreciation and amortizat
Revenut

Revenue from IAA increased $89.7 million16%, to $700.1 million for the year ended Deceng@ie 2011, compared with
$610.4 million for the year ended December 31, 20h@ increase in revenue was a result of sevactdifs, including an increase in vehicles
sold of approximately 9% for the year ended Decarlie2011. In addition, there was an increasedérévenue per unit due to an increase ir
average selling price for vehicles sold. An inceeisthe sales of purchased vehicles, in whictetitee selling price of the vehicle is recorded
as revenue, has also contributed to the growtbvarrue for salvage vehicles sold for the year elsmmber 31, 2011. Purchased vehicles
represented approximately 5% of total salvage Vehisold. Online sales volumes for IAA for the yeanded December 31, 2011 and 2010
represented approximately half of the total velsideld by IAA.

Gross Profit

For the year ended December 31, 2011, gnasi at IAA increased to $284.8 million, or 4067of revenue, compared with
$248.4 million, or 40.7% of revenue, for the yeaded December 31, 2010. The gross profit increasepsimarily the result of the increase in
revenue. The increase in cost of services wadathile to expenses associated with businessesetgquthe fourth quarter of 2010,
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an increase in compensation expense, increasesdrapd auction expenses specifically pertainingtonditioning, processing and towing
costs related to the increase in volume, as wahascrease in purchased vehicles.

Selling, General and Administrative

Selling, general and administrative expsredAA increased $3.4 million, or 4%, to $82.3lion for the year ended December 31, 2011,
compared with $78.9 million for the year ended Deber 31, 2010. The increase in selling, generaleaministrative expenses was
attributable to increases in compensation expensentive-based compensation expense and professems related to information
technology and marketing initiatives, partially st by decreases in stock-based compensation expEogessional fees related to process
improvement initiatives and severance costs.

AFC Results
Year Ended
December 31
(Dollars in millions except volumes and per loan agunts) 2011 2010
AFC revenue
Interest and fee incon $ 163.7 $ 137.¢
Other revenu 11.2 9.€
Provision for credit losse (6.2) (11.2)
Total AFC revenuu 168.¢ 136.:
Cost of services 37.€ 34.1
Gross profit* 131.2 102.2
Selling, general and administrati 22.1 20.€
Depreciation and amortizatic 24.7 25.C
Operating profi $ 84.. $ 56.€
Loan transaction 1,064,89 935,57¢
Revenue per loan transacti $ 15¢ $ 14€
* Exclusive of depreciation and amortizat
Revenus

For the year ended December 31, 2011, Afv€rue increased $32.5 million, or 24%, to $168IBom, compared with $136.3 million fc
the year ended December 31, 2010. The increaswémue was the result of a 9% increase in reveeutman transaction for the year ended
December 31, 2011, compared with the same peri@@10, and a 14% increase in loan transactiong0®41891 for the year ended
December 31, 2011. In addition, managed receivabtesased to $883.2 million at December 31, 20a4inf$771.6 million at December 31,
2010.

Revenue per loan transaction, which incéuoleth loans paid off and loans curtailed, incrd&&kS, or 9%, primarily as a result of a
decrease in credit losses and related provisiane@ses in the average portfolio duration and @eci@an value, and floorplan and other fee
income.

Accounting Standards Update 2009-16 ameA& 860,Transfers and Servicingand we adopted the guidance on January 1, 20%0. T
guidance eliminated securitization income accowgnéind resulted in the recording of interest andrieeme, provision for credit losses and
interest expense for the finance receivable trdimsecunder the revolving sale agreement. The inplihis guidance on revenue was a net
$1.4 million reduction of revenue for the first qieat of 2010. The elimination of
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the gain on sale treatment resulted in a reductioevenue of $2.8 million, while the reclassificat of interest expense resulted in an offse
$1.4 million increase in revenue.

Gross Profit

For the year ended December 31, 2011, gnadi for the AFC segment increased $29.0 million28%, to $131.2 million, compared
with $102.2 million for the year ended DecemberZ110, primarily as a result of a 24% increaseeirenue, partially offset by a 10% increase
in cost of services. The increase in cost of sesvigas primarily the result of an increase in camsp#on expense associated with an increz
the number of employees, as well as an increale audit expenses, partially offset by a decreasmllection expenses.

Selling, General and Administrative

Selling, general and administrative experseAFC increased $1.5 million, or 7%, for theryeaded December 31, 2011, compared with
the year ended December 31, 2010. The increasenivaarily the result of increases in compensatiopesse, travel costs, postage and
promotion expenses, partially offset by decreasgsadfessional fees and incentive compensation.

Holding Company Results

Year Ended

December 31
(Dollars in millions) 2011 2010
Selling, general and administrati $ 654 $ 63.¢
Depreciation and amortizatic 1.2 0.t
Operating los: $ (66.6) $ (64.9)

Selling, General and Administrative

For the year ended December 31, 2011ngellieneral and administrative expenses at therfgptsbmpany increased $1.6 million, or 3%,
to $65.4 million, compared with $63.8 million fdret year ended December 31, 2010, primarily asudtrefsincreases in compensation expe
professional fees and integration costs (primaslgited to the Company's acquisition activity) tigdly offset by decreases in stock-based
compensation expense, employee benefit costs,timearompensation and other miscellaneous expeksetuding the increase in
professional fees and integration costs associgitbdacquisitions of $3.5 million, selling, geneeald administrative costs would have decli
$1.9 million in 2011 as compared with 2010.
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LIQUIDITY AND CAPITAL RESOURCES

We believe that the significant indicatofdiquidity for our business are cash on handhdésv from operations, working capital and
amounts available under our credit facility. Ounpipal sources of liquidity consist of cash gemedsby operations and borrowings under our
revolving credit facility.

December 31

(Dollars in millions) 2012 2011

Cash and cash equivalel $ 108.7 $ 97.

Restricted cas 11.€ 8.2

Working capital 294t 177.(

Amounts available under credit facilit 250.( 181.1

Cash flow from operatior 290.2 305.¢

* There were related outstanding letters of cramtdling approximately $23.6 million and $28.5 lioih at
December 31, 2012 and 2011, respectively, whichaed the amount available for borrowings underctieelit
facility.

Working Capital

A substantial amount of our working capitafjenerated from the payments received for sesvicovided. The majority of our working
capital needs are short-term in nature, usualky lean a week in duration. Due to the decentraliegdre of the business, payments for most
vehicles purchased are received at each auctiobramdh. Most of the financial institutions placteemporary hold on the availability of the
funds deposited that generally can range up taowginess days, resulting in cash in our accourdarour balance sheet that is unavailable
for use until it is made available by the variousfcial institutions. There are outstanding chgblk®k overdrafts) to sellers and vendors
included in current liabilities. Because a portafrthese outstanding checks for operations in tt& Bre drawn upon bank accounts at finar
institutions other than the financial institutiatha&t hold the cash, we cannot offset all the cashthe outstanding checks on our balance shee

Our available cash, which excludes cadheinsit, was $74.6 million at December 31, 2012tH@f amount, approximately $38.4 million
was held by foreign subsidiaries, a portion of wh& considered to be permanently reinvested imourU.S. businesses. If the portion of
funds held by our foreign subsidiaries that aresmgred to be permanently reinvested were to betrigped, tax expense would need to be
accrued at the U.S. statutory rate, net of anyiegigle foreign tax credits. Such foreign tax creeibuld substantially offset any U.S. taxes tha
would be due in the event cash held by our foreigsidiaries was repatriated.

AFC offers short-term inventory-securedfining, also known as floorplan financing, to inelegient used vehicle dealers. Financing is
primarily provided for terms of 30 to 60 days. Ap@ncipally generates its funding through the sdl@s receivables. The receivables sold
pursuant to the securitization agreements are ateddor as secured borrowings. For further disonssf AFC's securitization arrangements,
see "Securitization Facilities."

Credit Facilities

On May 19, 2011, we established a $1.7obillsix-year senior secured term loan facility€fih Loan B") and a $250 million, five-year
senior secured revolving credit facility, the terafisvhich are set forth in the Credit Agreementedaas of May 19, 2011 (the "Credit
Agreement"). The credit facility is available fetters of credit, working capital and general coap® purposes (including refinancing certain
Existing Indebtedness (as defined in the Credite&grent)). The Credit Agreement provides that waipect to the revolving credit facility, up
to $75 million is available for letters of
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credit and up to $75 million is available for swilige loans. The Credit Agreement also permitsai300 million of additional revolving or
term loan commitments from one or more of the éxgskenders or other lenders (with the consenhefadministrative agent).

On November 29, 2012, we entered into aeraiment to the Credit Agreement. The amendmenigedvor, among other things,
modifications to the Consolidated Senior Secureektage Ratio (as defined in the Credit Agreemeéngfcial covenant and modifications to
increase the amount of Restricted Payments (asetkin the Credit Agreement) permitted to be paidan the Credit Agreement. Restricted
payments include, among other things, dividendgksbuybacks and other payments made in respelcedompany's equity securities.

Term Loan B was issued at a discount 06 $@llion. The discount is being amortized to iesrexpense over the six-year term of the
loan. Term Loan B is payable in quarterly instaltseequal to 0.25% of the original aggregate ppalcamount. Payments commenced on
September 30, 2011, and the balance is payablatatity. The Credit Facility is subject to mandgtprepayments and reduction in an amoun
equal to (i) the net proceeds of certain debt ofgy, asset sales and certain insurance recoventg\and (ii) for any fiscal year ending on or
after December 31, 2011, any Excess Cash Flowefased in the Credit Agreement, on or before thg "Qday following the end of the fiscal
year. There were no excess cash flow paymentsfaged, due for the year ended December 31, 20drithe year ended December 31, 2(
the Company has estimated that an excess caslpflpment of approximately $39.4 million will be madethe second quarter of 2013. The
prepayment will be credited to prepay in order aftunity the unpaid amounts due on the next eigh¢dueled quarterly installments of Term
Loan B, and thereafter to the remaining scheduledtgrly installments of Term Loan B on a pro tadsis. As such, after the March 31, 2013
quarterly installment on Term Loan B and the exeash flow payment, there will be no further qudytenstallments due until June 30, 2015.

Term Loan B bears interest at an adjust8®DR rate plus 3.75% (with an adjusted LIBOR rdseif of 1.25% per annum) and revolving
loan borrowings at an adjusted LIBOR rate plus %5Rowever, for specified types of borrowings, @@mpany may elect to make term loan
borrowings at a Base Rate (as defined in the Chagtitement) plus 2.75% and revolving loan borrowiagja Base Rate plus 2.50%. The rate
on Term Loan B was 5.0% at December 31, 2012. diitiad, if the Company reduces its Consolidatedi®eBecured Leverage Ratio (as
defined in the Credit Agreement), which is basearet debt calculation, to levels specified in@edit Agreement, the applicable interest
rate will step down by 25 basis points. The Compasy pays a commitment fee of 50 basis pointsalpleyquarterly, on the average daily
unused amount of the credit facility. The fee mpsiown to 37.5 basis points based on the Comp&uyisolidated Senior Secured Leverag
Ratio as described above.

On December 31, 2012, $1,674.5 million wasstanding on Term Loan B and there were no bangsvon the revolving credit facility.
At December 31, 2011, $68.9 million was drawn anréwvolving credit facility. In addition, there veerelated outstanding letters of credit in
the aggregate amount of $23.6 million and $28.%ianilat December 31, 2012 and December 31, 20$pertively, which reduce the amount
available for borrowings under the credit facili@ur Canadian operations also have a C$8 millioa dif credit which was undrawn as of
December 31, 2012. However, there were relateertettf credit outstanding totaling approximatelylmillion at December 31, 2012, wh
reduce credit available under the Canadian lineredit, but do not affect amounts available forrbaings under our revolving credit facility.

The obligations of the Company under thed@rFacility are guaranteed by certain of our dsticesubsidiaries (the "Subsidiary
Guarantors") and are secured by substantiallyfaHeassets of the Company and the Subsidiarydbtens, including but not limited to:
(a) pledges of and perfected first-priority seguititerests in 100% of the equity interests ofaerbf the Company's and the
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Subsidiary Guarantors' domestic subsidiaries aftl 66the equity interests of certain of the Compsuayd the Subsidiary Guarantors' fiist-
foreign subsidiaries and (b) perfected first-ptipgecurity interests in substantially all othaerdgéle and intangible assets of the Company anc
each Subsidiary Guarantor, subject to certain diarep

The Credit Agreement contains certain iesie loan covenants, including, among othersnarfcial covenant requiring that a maximum
consolidated senior secured leverage ratio befisgtias of the last day of each fiscal quarteeifalving loans are outstanding, and covenants
limiting our ability to incur indebtedness, graigris, make acquisitions, consummate change ofaldriinsactions, dispose of assets, pay
dividends, make capital expenditures, make investsngnd engage in certain transactions with afiiaThe leverage ratio covenant is based
on consolidated Adjusted EBITDA, which is EBITDAafaings before interest expense, income taxesediggion and amortization) adjusted
to exclude among other things (a) gains and losegs asset sales; (b) unrealized foreign currermysiation gains and losses in respect of
indebtedness; (c) certain non-recurring gains assds; (d) stock option expense; (e) certain athecash amounts included in the
determination of net income; (f) management, maimity consulting and advisory fees paid to the gogponsors; (g) charges and revenue
reductions resulting from purchase accountingufirealized gains and losses on hedge agreem@gntgn@rity interest; (j) expenses associt
with the consolidation of salvage operations; @)sulting expenses incurred for cost reductionratpey restructuring and business
improvement efforts; (I) expenses realized upont¢hmination of employees and the termination acedlation of leases, software licenses or
other contracts in connection with the operatigratructuring and business improvement efforts;grpenses incurred in connection with
permitted acquisitions; (n) any impairment chargewrite-offs of intangibles; and (o) any extraarally, unusual or nonrecurring charges,
expenses or losses.

Certain covenants contained within the @r&dreement are critical to an investor's underdiiag of our financial liquidity, as the failure
to maintain compliance with these covenants coesdlt in a default and allow our lenders to decsdramounts borrowed immediately due
and payable. The maximum consolidated senior sddeverage ratio is required to be met when thezeevolving loans outstanding under
our Credit Agreement. Beginning with the quartedeshDecember 31, 2012 the ratio could not exce@tb4l.0 and continues to decline
throughout the remaining life of the Credit Fagiliintil it reaches 2.5 to 1.0 at March 31, 2016r @ctual consolidated senior secured leverag
ratio was 3.3 to 1.0 at December 31, 2012.

In addition, the indenture governing owafing rate senior notes contains certain finarenial operational restrictions that, similar to the
Credit Agreement, limit our ability to pay dividemdnd other distributions, make certain acquisitioninvestments, incur indebtedness, grant
liens and sell assets. The covenants in the CAgnldement and the indenture governing our floatatg senior notes affect our operating
flexibility by, among other things, restricting oalbility to incur expenses and indebtedness thaltddoe used to grow the business, as well .
fund general corporate purposes. We were in comdiavith the covenants in the Credit Agreementthedndenture governing our floating
rate senior notes at December 31, 2012.

We believe our sources of liquidity fronr@ash and cash equivalents on hand, working dap#sh provided by operating activities, and
availability under our credit facility are sufficieto meet our short and long-term operating néadihe foreseeable future. In addition, we
believe the previously mentioned sources of ligyidiill be sufficient to fund our capital requirente and debt service payments for the next
twelve months.

Securitization Facilities

AFC sells the majority of its U.S. dollaerbminated finance receivables on a revolving kasiswithout recourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsigiary
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("AFC Funding Corporation"), established for thegmse of purchasing AFC's finance receivables.dustization agreement allows for the
revolving sale by AFC Funding Corporation to a bankduit facility of undivided interests in certahgible finance receivables subject to
committed liquidity. The agreement expires on J80e2014. AFC Funding Corporation had committeditigy of $650 million for U.S.
finance receivables at December 31, 2012.

We also have an agreement for the secatibiz of Automotive Finance Canada, Inc.'s ("AFG&geivables. This securitization facility
expires on June 30, 2014. AFCI's committed liqyidtprovided through a third party conduit (sepafeom the U.S. conduit) and was
C$100 million at December 31, 2012. The receivabtdd pursuant to both the U.S. and Canadian demiidn agreements are accounted for
as secured borrowings.

AFC managed total finance receivables ¢gd®4.2 million and $883.2 million at December 30212 and December 31, 2011, respecti
AFC's allowance for losses was $8.0 million and$8illion at December 31, 2012 and December 311 2fHspectively.

As of December 31, 2012 and December 311 2$996.0 million and $877.6 million, respectivady finance receivables and a cash
reserve of 1 percent of the obligations collateraliby finance receivables served as securityh#f$713.3 million and $610.3 million of
obligations collateralized by finance receivableBacember 31, 2012 and December 31, 2011, respictifter the occurrence of a
termination event, as defined in the U.S. secuatitin agreement, the bank conduit facility may, eodld, cause the stock of AFC Funding
Corporation to be transferred to the bank conditlity, though as a practical matter the bank citnf@cility would look to the liquidation of
the receivables under the transaction documerttseeasprimary remedy.

Proceeds from the revolving sale of redales to the bank conduit facility are used to fuesv loans to customers. AFC, AFC Funding
Corporation and AFCI must maintain certain finahc@enants including, among others, limits onaheunt of debt AFC and AFCI can
incur, minimum levels of tangible net worth, antiextcovenants tied to the performance of the fiearceivables portfolio. The securitization
agreements also incorporate the financial coverarasr Credit Facility. At December 31, 2012, were/in compliance with the covenants in
the securitization agreements.

EBITDA and Adjusted EBITDA

EBITDA and Adjusted EBITDA, as presenteddie, are supplemental measures of our performtrateare not required by, or presented
in accordance with, generally accepted accountiiigiples in the United States, or GAAP. They apé measurements of our financial
performance under GAAP and should not be considaubstitutes for net income (loss) or any othefguerance measures derived in
accordance with GAAP.

EBITDA is defined as net income (loss),spinterest expense net of interest income, inc@xertovision (benefit), depreciation and
amortization. Adjusted EBITDA is EBITDA adjusted fihe items of income and expense and expectedriremtal revenue and cost savings,
as described above in the discussion of certatrictge loan covenants under "Credit Facilities."

Management believes that the inclusiorupipdementary adjustments to EBITDA applied in pn¢isgy Adjusted EBITDA is appropriate
to provide additional information to investors abone of the principal measures of performance bieaur creditors. In addition,
management uses Adjusted EBITDA to evaluate odfppaance and to evaluate results relative to ingerompensation targets. EBITDA
and Adjusted EBITDA have limitations as analytit@dls, and should not be considered in isolatioasoa substitute for analysis of the results
as reported under GAAP. These measures may natrbparable to similarly titted measures reporteather companies.
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The following tables reconcile EBITDA andijsted EBITDA to net income (loss) for the perigussented:

Year Ended December 31, 201

(Dollars in millions) ADESA 1AA AFC Corporate Consolidated
Net income (loss $ 384 $ 56L& $ 641 $ (67.0 $ 92.C
Add back:
Income taxe: 14.t 33.7 46.C (34.¢) 59.¢€
Interest expense, net of interest incc 0.8 1.4 15.C 101.¢ 119.1
Depreciation and amortizatic 96.¢ 68.1 23.2 1.¢ 190.2
Intercompany 60.2 38. (17.¢) (80.%) —
EBITDA 210.¢ 198.( 130.¢ (78.5) 460.¢
Adjustments 20.2 (0.7) (10.9 21.C 30.2
Superstorm Sanc — 9.1 — — 9.1
Adjusted EBITDA $ 2311 $ 206.« $ 1202 $ (57.5 % 500.2

Year Ended December 31, 201

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss $ 558 $ 65t $ 572 $ (106.9 $ 72.2
Add back:
Income taxe: 17.¢ 36.1 29.¢ (65.¢) 17.¢
Interest expense, net of interest incc 0.7 2.1 12.C 128.( 142.¢
Depreciation and amortizatic 88.1 65.€ 24 1.2 179.¢
Intercompany 52.4 38.2 (14.9 (76.9) —
EBITDA 214.¢ 207.¢ 109.] (119.9) 412.¢
Adjustments 17.2 3.¢ (7.2 60.¢ 74.€
Adjusted EBITDA $ 2322 $ 21157 $ 101.¢ $ (58.6 $ 487.2

Certain of our loan covenant calculatiotiéze financial results for the most recent foonsecutive fiscal quarters. The following table

reconciles EBITDA and Adjusted EBITDA to net incoih@ss) for the periods presented:

Twelve
Three Months Ended Months
Ended
March 31, June 30, September 30 December 31 December 31,
(Dollars in millions) 2012 2012 2012 2012 2012
Net income (loss $ 260 $ 23¢ % 192 $ 22¢ $ 92.C
Add back:
Income taxe: 18.4 20.2 13.€ 7.2 59.€
Interest expense, net of
interest incom:t 30.: 29.¢ 29.¢ 29.4 119.1
Depreciation and
amortization 48.€ 48.C 46.¢ 46.¢ 190.Z
EBITDA 123.: 121.% 109.¢ 106.: 460.¢
Nonrecurring charge 5.4 3.2 4.C 4.7 17.5
Noncash charge 9.1 6.1 6.8 3.1 25.1
AFC interest expens (2.9 (2.9 (3.1 (3.3 (12.2)
Superstorm Sanc — — — 9.1 9.1
Adjusted EBITDA $ 134¢ $ 1281 % 1172 $ 119.¢ % 500.2
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Summary of Cash Flows

Year Ended
December 31
(Dollars in millions) 2012 2011
Net cash provided by (used b
Operating activitie! $ 290.2 $ 305.¢
Investing activities (227.€) (419.9)
Financing activitie: (53.5) 93.C
Effect of exchange rate on ce 2.2 (0.7)
Net increase (decrease) in cash and cash equis $ 11 $ (219)

Cash flow from operating activities was @Z9million for the year ended December 31, 20bPgared with $305.8 million for the year
ended December 31, 2011. The decrease in operxasigflow was primarily impacted by the $53.5 raillloss on extinguishment of debt
included in operating results in 2011, which mdrant offset increases in net income and depreciatignamortization for the year ended
December 31, 2012 compared with the year endedritsee31, 2011.

Net cash used by investing activities w287$6 million for the year ended December 31, 2@bHpared with $419.8 million for the year
ended December 31, 2011. The change in net caghbysavesting activities was primarily the resafifower levels of spending on
acquisitions, as we spent $213.5 million less aquisitions during the year ended December 31, 20h2pared with the same period in 2011.
The decrease in cash spent on acquisitions waslpadffset by an increase of $16.2 million spentcapital items. For a discussion of the
Company's capital expenditures, see "Capital Exipaned” below.

Net cash used by financing activities wa3.% million for the year ended December 31, 2@b2pared with net cash provided by
financing activities of $93.0 million for the yeanded December 31, 2011. The change in net cadhydancing activities was primarily
attributable to the 2012 repayment of $68.9 millibat was outstanding on our revolving credit fagilas well as a decrease in book overdraft
for the year ended December 31, 2012 and the payofi®26.0 million in dividends to stockholderstire fourth quarter of 2012.

Capital Expenditures

Capital expenditures for the years endecebwer 31, 2012 and 2011 approximated $102.0 midlied $85.8 million, respectively. Cap
expenditures were greater than expected in 2012edatbd directly to capital deployed in the fougtrarter in order to handle Superstorm
Sandy vehicles. Capital expenditures were fundedagrily from internally generated funds. We congrto invest in our core information
technology capabilities and capacity expansion.it@bgxpenditures are expected to be approxim&@8/million for fiscal year 2013.
Anticipated expenditures are primarily attributateongoing information system projects, integnatid OPENLANE and ADESA information
systems, upkeep and improvements at existing \vehiattion facilities, improvements in informati@ehnology systems and infrastructure
expansion and relocation of existing auction dites$ are at capacity. Future capital expenditucesccvary substantially based on capital
project timing and the initiation of new informatigystems projects to support our business stegtegi

Dividends

On November 30, 2012, we announced thaboard of directors approved the initiation of aarly cash dividend on our common
stock. The initial quarterly dividend of $0.19 sfare was paid on December 28, 2012 to stockhobdeexord at the close of business on
December 19, 2012, representing an annualizedetididdf $0.76 per share. Subject to board of direapproval, we
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expect to pay a quarterly dividend of $0.19 perslim2013 using cash flow from operations. On Habyr 20, 2013, the board of directors
announced a cash dividend of $0.19 per share paypabhpril 4, 2013, to stockholders of record & ¢fose of business on March 25, 2013.
Future dividend decisions will be based on andcééie by a variety of factors, including our finaadaiondition and results of operations,
contractual restrictions, including restrictive eoants contained in our Credit Agreement, AFC'sigigzation facilities and the indenture
governing our outstanding debt securities, cap#glirements and other factors that our boardretcthirs deems relevant. We have no prior
history of declaring or paying any cash or othefdi#inds, and no assurance can be given as to whathiduture dividends may be declared by
our board of directors or the amount thereof.

Contractual Obligations

The table below sets forth a summary ofamntractual debt and lease obligations as of Deeerdl, 2012. Some of the figures included
in this table are based on management's estimatieassumptions about these obligations, includieg duration, the possibility of renewal
and other factors. Because these estimates anchpisas are necessarily subjective, the obligatiwasnay actually pay in future periods
could vary from those reflected in the table. Tokofving summarizes our contractual cash obligatias of December 31, 20(i&a millions):

Payments Due by Perioc

Less than More than
Contractual Obligations Total 1 year 1-3 Years 4-5 Years 5 Years
Long-term debi
$250 million revolving credit
facility (a) $ — 8 — 9 — $ — $ —
Term loan B (a 1,674.! 43.7 12.¢ 1,618.( —
Floating rate senior notes due
2014 (a) 150.( — 150.( — —
Capital lease obligations ( 32.1 15.t 16.2 0.4 —
Interest payments relating to long-
term debt (c 368.( 89.¢ 167.2 1112 —
Postretirement benefit payments 0.4 0.1 0.1 0.1 0.1
Operating leases (i 933.¢ 95.C 163.7 138.2 536.¢

Total contractual cash obligations $ 3,158.( $ 243.¢ $ 510.C $ 1,867.¢ $ 537.(

(&)  The table assumes the long-term debt is held tonihat

(b)  We have entered into capital leases for furnitfixeyres, equipment and software. Future capitaséeobligations would
change if we entered into additional capital leageements.

(c) Interest payments on long-term debt are ptegebased on the contractual rates of the debtifesulnterest rates for the
variable rate debt instruments were held constacur@ent rates due to their unpredictable nature.

(d) Estimated future benefit payments for certain lmeedire and death benefits for the retired emplogéémderwriters
Salvage Company, or USC. IAA assumed the obligatiamonnection with the acquisition of the capgtick of USC in
1994.

(e) Operating leases are entered into in the nazmase of business. We lease most of our autdiditities, as well as other
property and equipment under operating leases. $mase agreements contain options to renew the Egsurchase the
leased property. Future operating lease obligatiamdd change if the renewal options were exercaatior if we
entered into additional operating lease agreem
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Critical Accounting Estimates

In preparing the financial statements iooadance with U.S. generally accepted accountiimgimles, management must often make
estimates and assumptions that affect the repartemlints of assets, liabilities, revenues, expemseselated disclosures at the date of the
financial statements and during the reporting ger&ome of those judgments can be subjective amghlex. Consequently, actual results cc
differ from those estimates. Accounting measurem#rat management believes are most critical togperted results of our operations and
financial condition include: uncollectible receiVed and allowance for credit losses and doubtfabants, goodwill and long-lived assets, self-
insurance programs, legal proceedings and othsrclmstingencies and income taxes.

In addition to the critical accounting estites, there are other items used in the preparatithe consolidated financial statements that
require estimation, but are not deemed criticahri@fes in estimates used in these and other iteahd khave a material impact on our financial
statements.

We continually evaluate the accountinggiei and estimates used to prepare the consolitiatettial statements. In cases where
management estimates are used, they are basestoridail experience, information from third-partpfessionals, and various other
assumptions believed to be reasonable. In additienmost significant accounting policies are désad in Note 2 and elsewhere in the Notes
to the Consolidated Financial Statements for tteg gaded December 31, 2012, which are includedisrdnnual Report on Form 10-K.

Uncollectible Receivables and Allowance for Creddsses and Doubtful Accounts

We maintain an allowance for credit loszled doubtful accounts for estimated losses reguftom the inability of customers to make
required payments. The allowances for credit loaselsdoubtful accounts are based on managemeatisa¢ion of the receivables portfolio
under current economic conditions, the volume efghbrtfolio, overall portfolio credit quality, resiv of specific collection matters and such
other factors which, in management's judgment,rdesecognition in estimating losses. Specificetion matters can be impacted by the
outcome of negotiations, litigation and bankrugtcyceedings.

Due to the nature of our business, sulisifnall trade receivables are due from vehiclaldes, salvage buyers, institutional customers
and insurance companies. We generally have possasisvehicles or vehicle titles collateralizingignificant portion of these receivables. At
the auction sites, risk is mitigated through a @uetion registration process that includes vetiifizaof identification, bank accounts, dealer
license status, acceptable credit history, buyistphy at other auctions and the written acceptarfi@dl of the auction's policies and
procedures.

AFC's allowance for credit losses includasestimate of losses for finance receivables. 8&1@rols credit risk through credit approvals,
credit limits, underwriting and collateral managetonitoring procedures, which includes holdingieke titles where permitted.

Goodwill and Long-Lived Assets

When we acquire businesses, we estimateemodnize the fair values of tangible assets filities and identifiable intangible assets
acquired. Any residual purchase price is recordegomdwill. The purchase accounting process regjuir@nagement to make significant
estimates in determining the fair values of asaetgiired and liabilities assumed, especially watspect to intangible assets. These estimates
are based on historical experience and informatftained from the management of the acquired companhese estimates can include, but
are not limited to, the cash flows that an assekpected to generate in the future, the apprapwaighted-average cost of capital, and the co:
savings expected to be derived from acquiring aeta3 hese estimates are
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inherently uncertain and unpredictable. In additiamanticipated events and circumstances may adaich may affect the accuracy or validity
of such estimates.

In accordance with ASC 338tangibles—Goodwill and Othemwe assess goodwill for impairment at least arip@eadd whenever events
or circumstances indicate that the carrying amotithe goodwill may be impaired. Important facttirat could trigger an impairment review
include significant under-performance relative istdrical or projected future operating resultgngicant negative industry or economic
trends; and our market valuation relative to ouskb@alue. In assessing goodwill, we must make apions regarding estimated future cash
flows and earnings, changes in our business syrated economic conditions affecting market valusicelated to the fair values of our three
reporting units (which consist of our three opematand reportable business segments: ADESA Auctid#sand AFC). In response to
changes in industry and market conditions, we measelquired to strategically realign our resouraes@nsider restructuring, disposing of or
otherwise exiting businesses, which could resu#frinmpairment of goodwill.

ASC 350 permits an entity to assess quiadactors to determine whether it is more likhan not that the fair value of a reporting unit
is less than its carrying amount before applyirgtthio-step goodwill impairment model. If it is detgéned through the qualitative assessment
that a reporting unit's fair value is more likehah not greater than its carrying value, the remgimpairment steps would be unnecessary.
The qualitative assessment is optional, allowingjanies to go directly to the quantitative assessnde quantitative assessment for
goodwill impairment is a two-step test. Under tinstfstep, the fair value of each reporting unitasnpared with its carrying value (including
goodwill). If the fair value of the reporting und less than its carrying value, an indication @bdwill impairment exists for the reporting unit
and we must perform step two of the impairment estasurement). Under step two, an impairmentitosscognized for any excess of the
carrying amount of the reporting unit's goodwilkeothe implied fair value of that goodwill. The itigal fair value of goodwill is determined |
allocating the fair value of the reporting unitanmanner similar to a purchase price allocatiomacitordance with ASC 80Business
Combinations The residual fair value after this allocationhise implied fair value of the reporting unit goodiwi-air value of the reporting ur
is determined using a discounted cash flow analifsise fair value of the reporting unit exceetdsdarrying value, step two does not need 1
performed.

We review londived assets for possible impairment whenever airstances indicate that their carrying amount mayeaecoverable.
it is determined that the carrying amount of a Kiigd asset exceeds the total amount of the estinandiscounted future cash flows from
asset, we would recognize a loss to the extenthieatarrying amount exceeds the fair value ofagset. Management judgment is involved in
both deciding if testing for recovery is necessarg in estimating undiscounted cash flows. Our impent analysis is based on the current
business strategy, expected growth rates and d@stifizure economic conditions.

SelfInsurance Programs

We self-insure a portion of employee meldiemefits under the terms of our employee heakhriance program, as well as a portion of
our automobile, general liability and workers' camgation claims. We have insurance coverage thislthe exposure on individual claims.
We also have insurance coverage that limits tred &tposure to overall automobile, general liap#ihd workers' compensation claims. The
cost of the insurance is expensed over the corneaids.

We record an accrual for the claims expeakded to our employee medical benefits, autotapgeneral liability and workers'
compensation claims based upon the expected ambaltsuch claims. Trends in healthcare costsabalve a significant impact on
anticipated claims. If actual claims are highenthaticipated, our accrual might be insufficienttwer the claims costs, which would have an
adverse impact on the operating results in thaoger
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Legal Proceedings and Other Loss Contingenc

We are subject to the possibility of vasdegal proceedings and other loss contingenciasyrimvolving litigation incidental to the
business and a variety of environmental laws agdlations. Litigation and other loss contingenaies subject to inherent uncertainties anc
outcomes of such matters are often very diffiaulptedict and generally are resolved over longaasrof time. We consider the likelihood of
loss or the incurrence of a liability, as well be ability to reasonably estimate the amount of,losdetermining loss contingencies. Estimating
probable losses requires the analysis of multipksitle outcomes that often are dependent on tlggrjant about potential actions by third
parties. Contingencies are recorded in the cores@itifinancial statements, or otherwise disclosed¢ccordance with ASC 450,
Contingencies We accrue for an estimated loss contingency vitherprobable that a liability has been incurred ghe amount of loss can be
reasonably estimated. Management regularly evaateent information available to determine wheteerual amounts should be adjusted.
If the amount of an actual loss is greater tharatheunt accrued, this could have an adverse ingraotir operating results in that period.
Legal fees are expensed as incurred.

Income Taxes

All income tax amounts reflect the usehaf sset and liability method. Under this methededed tax assets and liabilities are
determined based on the expected future tax corsega of temporary differences between the cargingunts of assets and liabilities for
financial and income tax reporting purposes.

We operate in multiple tax jurisdictionghvdifferent tax rates and must determine the gmpte allocation of income to each of these
jurisdictions. In the normal course of businesswileundergo scheduled reviews by taxing authesitiegarding the amount of taxes ¢
These reviews include questions regarding the graimd amount of deductions and the allocation @drime among various tax jurisdictions.
Tax reviews often require an extended period oétimresolve and may result in income tax adjustmiéichanges to the allocation are
required between jurisdictions with different tates.

We record our tax provision based on axistaws, experience with previous settlement agesgsn the status of current IRS (or other
taxing authority) examinations and management'rstanding of how the tax authorities view certailevant industry and commercial
matters. In accordance with ASC 74fcome Taxeswe recognize the effect of income tax positionky if those positions are more likely th
not of being sustained. Recognized income tax jpositare measured at the largest amount that éegrthan 50% likely of being realized.
Changes in recognition or measurement are refléantéee period in which the change in judgment escWe establish reserves when we
believe that certain positions may not prevailhflienged by a taxing authority. We adjust thesemees in light of changing facts and
circumstances.

New Accounting Standards

In July 2012, the Financial Accounting Stards Board ("FASB") issued Accounting Standardddte ("ASU") 2012-02ntangibles—
Goodwill and Other (Topic 356} Testing Indefinite-Lived Intangible Assets for lingeent. The new guidance permits an entity to first as
gualitative factors to determine whether the eriséeof events and circumstances indicates thainitare likely than not that the indefiniigeed
intangible asset is impaired. If it is determinkbtigh the qualitative assessment that it is noertikely than not that the indefinte-lived
intangible asset is impaired, then no further aciorequired. The qualitative assessment is oplti@lowing companies to go directly to the
guantitative assessment. The new guidance is eféefcr annual and interim impairment tests perfednfior fiscal years beginning after
September 15, 2012; however, early adoption is jbeun
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We do not expect the adoption of ASU 2012-02 walvé a material impact on the consolidated finarstatiements.
ltem 7A. Quantitative and Qualitative Disclosure About Market Risk

Foreign Currency

Our foreign currency exposure is limited @amises from transactions denominated in foreignenicies, particularly intercompany loans,
as well as from translation of the results of ofiers from our Canadian and, to a much lesser xtéexican subsidiaries. However,
fluctuations between U.S. and non-U.S. currencyemimay adversely affect our results of operatémasfinancial position. We have not
entered into any foreign exchange contracts to éetignges in the Canadian or Mexican exchange @é@sdian currency translation
negatively affected net income by approximatel\0$tillion for the year ended December 31, 2012 zositively affected net income by
approximately $1.9 million for the year ended Deben31, 2011. Currency exposure of our Mexican atfes is not material to the results of
operations.

Interest Rates

We are exposed to interest rate risk ornvatable rate borrowings. Accordingly, interegerfluctuations affect the amount of interest
expense we are obligated to pay. We use interestesivative agreements to manage the variatfitgash flows to be paid due to interest rat
movements on our variable rate debt. We have datgdrour interest rate derivatives as cash flovgeedThe earnings impact of the
derivatives designated as cash flow hedges aredegapon the recognition of the interest relatethé hedged debt. Any ineffectiveness ir
hedging relationships is recognized in currentiegs1 There was no significant ineffectivenessimyears ended December 31, 2012 or 201

In August 2011, we purchased three inteastcaps for an aggregate amount of approximé&tell million with an aggregate notional
amount of $925 million to manage our exposure terest rate movements on our variable rate Ternm Boaredit facility when one-month
LIBOR exceeds 1.25%. The interest rate cap agresneach had an effective date of August 16, 20tileach mature on August 16, 2013.

The fair value of the interest rate deiiwed is based on quoted market prices for similsiruments from commercial banks. At
December 31, 2012, the aggregate fair value oftite interest rate caps was a less than $0.Jomélsset recorded in "Other current asset
the consolidated balance sheet. At December 31,,26& aggregate fair value of the three interatst caps was a $1.0 million asset records
"Other assets" on the consolidated balance sheetalized gains or losses on the interest rateakires are included as a component of
"Accumulated other comprehensive income." At Decengi, 2012, there was a net unrealized loss ngt&0.2 million, net of tax benefits of
$0.1 million. At December 31, 2011, there was aumeealized gain totaling $0.1 million, net of tagnefits of less than $0.1 million. We were
exposed to credit loss in the event of non-perforceay the counterparties; however, non-performénpet anticipated. We have only
partially hedged our exposure to interest ratetflations on our variable rate debt. A sensitivitalgsis of the impact on our variable rate debt
instruments to a hypothetical 100 basis point iaseein short-term rates for the year ended DeceB81het012 would have resulted in an
increase in interest expense of approximately $iiligon.
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Management's Report on Internal Control Over Finangal Reporting

Our management is responsible for estahlishnd maintaining adequate internal control direancial reporting as defined in Rule 13a-
15(f) under the Exchange Act. Our internal contnagr financial reporting is designed under the suip®n of our principal executive officer
and principal financial and accounting officer, afficted by our Board of Directors, managementahdr personnel, to provide reasonable
assurance regarding the reliability of financigdoging and the preparation of financial statemémt&xternal purposes in accordance with
U.S. GAAP and include those policies and procedtivat

. Pertain to the maintenance of records that in me#se detail accurately and fairly reflect our sactions and the dispositions of
our assets;
. Provide reasonable assurance that our transaetiengcorded as necessary to permit preparatiinasfcial statements in

accordance with U.S. GAAP, and that our receiptsexpenditures are being made only in accordanteaaithorizations of ot
management and Board of Directors; and

. Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, oselisposition of our
assets that could have a material effect on oanfifal statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventletect misstatements. Therefore, even thos
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.

Under the supervision and with the paratipn of our management, including our principad@xive officer and principal financial and
accounting officer, we assessed the effectivenisardnternal control over financial reporting @sDecember 31, 2012, using the criteria set
forth by the Committee of Sponsoring Organizatiohthe Treadway Commission (COSO) in Internal Calrtrintegrated Framework. Based
on our assessment, we have concluded that ounaiteontrol over financial reporting was effecta of December 31, 2012. During our
assessment, we did not identify any material wesde®in our internal control over financial repuagti

KPMG LLP, the independent registered puaticounting firm that audited our consolidatedfficial statements for the year ended
December 31, 2012, also audited the effectivenefeedCompany's internal control over financialogimg as of December 31, 2012 as stated
in their report included in Item &inancial Statements and Supplementary Datdhis Annual Report on Form 10-K.

/sl JAMES P. HALLETT

James P. Hallett
Chief Executive Officer
(Principal Executive Officer

/sl ERIC M. LOUGHMILLER

Eric M. Loughmiller
Chief Financial Officer
(Principal Financial and Accounting Office
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
KAR Auction Services, Inc.:

We have audited the accompanying conseliibalance sheets of KAR Auction Services, Inc.anibidiaries (the "Company") as of
December 31, 2012 and 2011, and the related cdasedl statements of income, comprehensive incamektwolders' equity and cash flows
each of the years in the three-year period endegmber 31, 2012. We also have audited the Compentgtsal control over financial
reporting as of December 31, 2012, based on aitgstiablished itnternal Control—Integrated Frameworksued by the Committee of
Sponsoring Organizations of the Treadway Commisg3DSO). The Company's management is responsibtedee consolidated financial
statements, for maintaining effective internal cohbver financial reporting, and for its assesstdrihe effectiveness of internal control over
financial reporting, included in the accompanyingrmagement's report on internal control over fingln@porting. Our responsibility is to
express an opinion on these consolidated finastagé¢ments and an opinion on the Company's inteomdtol over financial reporting based
our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thestmobtain reasonable assurance about whethéintireial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all exal respects. Our audits of the
consolidated financial statements included exarginim a test basis, evidence supporting the amaunatslisclosures in the financial
statements, assessing the accounting principlesars significant estimates made by managementeaadating the overall financial
statement presentation. Our audit of internal @dmver financial reporting included obtaining amderstanding of internal control over
financial reporting, assessing the risk that a nmaltereakness exists, and testing and evaluatiagidgsign and operating effectiveness of
internal control based on the assessed risk. Qditsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideEaaonable basis for our opinions.

A company's internal control over finangigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureh®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the consolidated finangtdtements referred to above present fairly, imallerial respects, the financial position of KAR
Auction Services, Inc. and subsidiaries as of Ddmmm31, 2012 and 2011, and the results of theiratjpms and their cash flows for each of
years in the three year period ended December@®,2n conformity with U.S. generally acceptedaatting principles. Also in our opinio
KAR Auction Services, Inc. and subsidiaries maimeai, in all material respects, effective interraiteol over financial reporting as of
December 31, 2012, based on criteria establishbdemal Control—Integrated Framewoiksued by COSO.

/sl KPMG LLP

Indianapolis, Indiana
February 22, 2013
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KAR Auction Services, Inc.

Consolidated Statements of Income

(In millions, except per share data)

Operating revenue
ADESA Auction Service:
IAA Salvage Service
AFC

Total operating revenu

Operating expenst
Cost of services (exclusive of depreciation and réizaiion)
Selling, general and administrati
Depreciation and amortizatic

Total operating expens
Operating profi

Interest expens
Other income, ne
Loss on extinguishment of de

Income before income tax

Income taxe:
Net income

Net income per shai
Basic

Diluted
Dividends declared per common sh

Year Ended December 31

2012 2011 2010
$ 1,053 $ 1,017 $ 1,075.¢
716.1 700.1 610.4
193.€ 168.¢ 136.
1,063  1,886. 1,822
1,087.. 1,035  1,007.
419.1 389. 375.:
190.2 179.¢ 171
1,696 1,604 1553
267.( 281.¢ 268.¢
119.2 143.1 141.2
(4.0 (4.7) 2.1)
0 53. 32.7
151.¢ 90.C 96.
59.¢ 17.€ 27.2
$ 920 % 72: $ 69.€
$ 067 $ 05 $ 05z
$ 066 $ 05: $ 051
$ 01¢ $ 00C $ 0.0C

See accompanying notes to consolidated financsients
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KAR Auction Services, Inc.

Consolidated Statements of Comprehensive Income

(In millions)
Year Ended December 31
2012 2011 2010
Net income $ 92.C $ 722 $ 69.€
Other comprehensive income, net of
Foreign currency translation gain (lo: 7.3 (9.0)0 12«
Unrealized gain (loss) on interest rate deriviatjweet of tax of $(0.2
$0.9, and $(3.0) for the years ended December@i12,2011 and
2010 (0.9) 1.6 (4.9
Early termination of swap agreement, net of ta®b for the year
ended December 31, 20 0 9.C 0
Unrealized loss on postretirement benefit obliga 0 0 (0.7
Total other comprehensive income, net of 7.C 1.6 7.1
Comprehensive incon $ 99.C $ 73.€ $ 76.7

See accompanying notes to consolidated financsgistents
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KAR Auction Services, Inc.

Consolidated Balance Sheets

(In millions)
December 31
2012 2011

Assets
Current asset:
Cash and cash equivalel $ 1087 $ 97.
Restricted cas 11.¢ 8.2
Trade receivables, net of allowances of $5.3 andl 342.¢ 297 .4
Finance receivables, net of allowances $8.0 aral 996.2 874.2
Deferred income tax asse¢ 35.4 37.t
Other current asse 86.¢ 58.k

Total current asse 1,581.: 1,373.:
Other asset:
Goodwill 1,679.¢ 1,679.
Customer relationships, net of accumulated amdiizaf $405.3 and

$325.8 618.¢ 694.(
Other intangible assets, net of accumulated anatitiz of $168.9 and

$139.5 305.2 305.¢
Unamortized debt issuance ca 24.¢ 28.€
Other asset 11.¢ 11.2

Total other asse 2,640.; 2,719.;
Property and equipment, net of accumulated depgreciaf $415.5 and

$362.4 700.7 686.7
Total asset $ 4,922.0 $ 4,779..

See accompanying notes to consolidated financsgsients
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KAR Auction Services, Inc.
Consolidated Balance Sheets

(In millions, except share and per share data)

December 31

2012 2011

Liabilities and Stockholders' Equity
Current liabilities
Accounts payabl $ 388. 367.¢
Accrued employee benefits and compensation expt 63.t 57.7
Accrued interes 1.€ 2.3
Other accrued expens 75.¢ 71.7
Income taxes payab 0.€ 0.t
Obligations collateralized by finance receivat 713.C 610.:
Current maturities of lor-term debt 43.7 85.¢

Total current liabilities 1,286.¢ 1,196.:
Non-current liabilities
Long-term debi 1,774.¢ 1,816.¢
Deferred income tax liabilitie 318.¢ 323.¢
Other liabilities 98.t 98.¢

Total nor-current liabilities 2,191.° 2,239.°
Commitments and contingencies (Note
Stockholders' equity
Preferred stock, $0.01 par val

Authorized shares: 100,000,0

Issued shares: nol 0 0
Common stock, $0.01 par valt

Authorized shares: 400,000,0

Issued and outstanding shat

136,657,645 (201:

136,271,358 (2011 14 1.4
Additional paic-in capital 1,433.¢ 1,406.¢
Accumulated defici (26.7) (92.7)
Accumulated other comprehensive inca 35.1 28.1

Total stockholders' equi 1,443, 1,343.:
Total liabilities and stockholders' equ $ 4,922.0 $ 4,779.:

See accompanying notes to consolidated financsgistents
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Consolidated Statements of Stockholders' Equity

(In millions)
Accumulated
Common Common Additional Other
Stock Stock Paid-In Accumulated Comprehensive
Shares Amount Capital Deficit Income Total

Balance at December 31, 20C 134 $ 1.4 $ 1,355.: $ (2345 $ 194 $ 1,141!
Net income 69.€ 69.€
Other comprehensive income.

net of tax 7.1 7.1
Issuance of common stock un

stock plans 1.C 4.9 4.¢
Stock-based compensation

expense 19.¢ 19.¢
Excess tax benefits from stocl

based compensatic 1.7 1.7
Balance at December 31, 201 1358 $ 1.4 $ 1,381.¢ $ (1649 $ 265 $ 1,244
Net income 72.2 72.2
Other comprehensive income.

net of tax 1€ 1.€
Issuance of common stock un

stock plans 0.8 6.C 6.C
Stock-based compensation

expense 17.C 17.C
Excess tax benefits from stocl

based compensatic 1.8 1.€
Balance at December 31, 201 136.¢ % 14 $ 1,406.. $ 92.7) $ 281 $ 1,343.
Net income 92.C 92.C
Other comprehensive income.

net of tax 7.C 7.C
Issuance of common stock un

stock plans 0.4 3.3 3.3
Stock-based compensation

expense¢ 23.2 23.2
Excess tax benefits from stocl

based compensatic 1.C 1.C
Cash dividends paid to

stockholders ($0.19 per she (26.0) (26.0
Balance at December 31, 201 136.7  $ 14 $ 1,433.¢ % (26.7) $ 351 $ 1,443°

See accompanying notes to consolidated financsgstents
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KAR Auction Services, Inc.

Consolidated Statements of Cash Flows

(In millions)

Operating activities
Net income

Adjustments to reconcile net income to net cash puwided by operating activities:

Depreciation and amortizatic

Provision for credit losse

Deferred income taxe

Amortization of debt issuance co:
Stock-based compensatic

Contingent consideration adjustm
(Gain) loss on disposal of fixed ass

Loss on extinguishment of de

Other nol-cash, ne

Changes in operating assets and liabilities, net atquisitions:
Finance receivables held for s

Retained interests in finance receivables
Trade receivables and other as:
Accounts payable and accrued expet

Net cash provided by operating activities

Investing activities
Net increase in finance receivables held for investt
Acquisition of businesses, net of cash acqu
Purchases of property, equipment and computer acé
Proceeds from the sale of property and equipt
(Increase) decrease in restricted ¢

Net cash used by investing activitie

Financing activities
Net (decrease) increase in book overdi
Net (decrease) increase in borrowings from linesredit
Net increase in obligations collateralized by fioameceivable
Proceeds from lor-term debt
Payments for debt issuance costs/amendn
Payments on lor-term debit
Payment for early extinguishment of di
Payments on capital leas
Payments of contingent consideration and defercgdisition cost:
Initial net investment for interest rate c:
Issuance of common stock under stock p
Excess tax benefits from stc-based compensatic
Dividends paid to stockholde

Net cash provided by (used by) financing activitie
Effect of exchange rate changes on ¢

Net increase (decrease) in cash and cash equivake
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Cash paid for intere:
Cash paid for taxes, net of refur

Year Ended December 31

2012 2011 2010
$ 920 $ 72 $ 69
190.; 179.¢ 171
9. 8.2 13.
(3.9 (3.5 (2.9
7.1 10.1 13.7
232 17.C 19.
1.1 (4.6) 0
(1.5 0.2 1.2
0 53.F 32.7
13.2 9. 11.1
0 0 50.2

0 0 89.¢
(80.0) 1.E (33.6
39.1 (38.9) 30.2
290.. 305.¢ 467.¢
(126.9 (120.)  (669.0
(1.9 (214.9 (48.9)
(102.0) (85.9) (78.¢
5.7 0.2 2.
(3.9 0.4 0.7
(227.9 (419.9 ~ (7939
(24.9) 328 (16.79)
(68.9 68. 0
101.1 90.2 520.1
0 1,691.! 0
(3.9 (30.6) 1.z
(17.0  (1,153.)  (103.9)
0 (600.)  (317.9)
(13.9 (8.5) (5.0
(5.6 (3.9 2.9
0 (1.2) 0
3.2 6.C 4
1. 1.8 1.7
(26.0 0 0
(53.9) 93.0 81.C
22 ©.7) 0.
11 (L) ~ (2449
97. 119.1 363.¢
$ 108. § 97 $ 1191
$ 109 $ 136& $ 129
$ 65 $ 365 $ 36

See accompanying notes to consolidated financsisients
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Notes to Consolidated Financial Statements

December 31, 2012, 2011 and 2010
Note 1—Organization and Other Matters

KAR Auction Services, Inc. was organizedha State of Delaware on November 9, 2006. Wa drelding company that was organized
for the purpose of consummating a merger with ADE®BA. and related transactions that resulted ireESB and Insurance Auto Auction, Inc.
becoming, directly or indirectly, subsidiaries bétCompany. We had no operations prior to the mergesactions on April 20, 2007. In
December 2009, KAR Auction Services, Inc. completadnitial public offering, which resulted in tisale of 27,656,050 shares of common
stock.

Defined Terms

Unless otherwise indicated, the followiegts used herein shall have the following meanings:

. "we," "us," "our," "KAR Auction Services" andhi® Company" refer, collectively, to KAR Auction 8res, Inc. and all of its
subsidiaries unless the context otherwise requires;

. "ADESA" refers, collectively, to ADESA, Inc., a why owned subsidiary of KAR Auction Services, atslsubsidiaries,
including OPENLANE, Inc. ("OPENLANE", a wholly owdesubsidiary of ADESA and its subsidiaries);

. "AFC" refers, collectively, to Automotive Financ@iporation, a wholly owned subsidiary of ADESA atwdrelated
subsidiaries;

. "Axle LLC" refers to Axle Holdings I, LLC, while is owned by affiliates of certain of the Equityd®sors (Kelso & Company

and Parthenon), certain members or former memliéfsfomanagement and certain co-investors in cotinaavith the
acquisition of IAA in 2005. Axle LLC is the formeitimate parent company of IAA and is a holder @ffrenon equity interests
in KAR LLC;

. "Credit Agreement" refers to the Credit Agreemeiated May 19, 2011, among KAR Auction Servi@ssthe borrower, the
several banks and other financial institutionsrdities from time to time parties thereto and tHenaistrative agent, as amenc
on November 29, 2012;

. "2007 Credit Agreement" refers to the previous @radreement, dated April 20, 2007, among KAR AoatiServices, as the
borrower, KAR LLC, as guarantor, the several lesdesm time to time parties thereto and the adriative agent, the joint
bookrunners, the co-documentation agents, the sgtidn agent and the joint lead arrangers namedithes amended on
June 10, 2009, October 23, 2009 and November 11.Zthe 2007 Credit Agreement was terminated caantly with our
entry into the Credit Agreement described above;

. "Credit Facility" refers to the $1.7 billion, sixeqr senior secured term loan facility and the $280on, five-year senior secure
revolving credit facility, the terms of which aretdorth in the Credit Agreement;

. "Equity Sponsors" refers, collectively, to Kelswestment Associates VI, L.P., GS Capital Pagnd, L.P., ValueAct Capital

Master Fund, L.P. and Parthenon Investors I, lwhRich collectively own through their respectivéilaftes a majority of the
equity of KAR Auction Services;
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Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010
Note 1—Organization and Other Matters (Continued)

. "IAA" refers, collectively, to Insurance Auto Ations, Inc., a wholly owned subsidiary of KAR Aigct Services, and its
subsidiaries; and

. "KAR LLC" refers to KAR Holdings I, LLC, which imwned by affiliates of the Equity Sponsors and nganaent of the
Company, and owns a majority of our common stock.

Business and Nature of Operatior

As of December 31, 2012, we have a netwbf’ ADESA whole car auction sites and 163 IAAvagle vehicle auction sites; in addition,
we offer online auctions for both whole car and/age vehicles. Our auctions facilitate the salesgfd and salvage vehicles through physical,
online or hybrid auctions, which permit interneybts to participate in physical auctions. ADESA Aoes and IAA are leading, national
providers of wholesale and salvage vehicle auctiomsrelated vehicle remarketing services for titeraotive industry in North America.
ADESA's online service offerings include OPENLANEleader in internet-based remarketing solutiond,alow us to offer vehicles for sale
from any location. Remarketing services includagety of activities designed to transfer used saldlage vehicles between sellers and buyel
throughout the vehicle life cycle. ADESA Auctionsdal AA facilitate the exchange of these vehiclestiygh an auction marketplace, which
aligns sellers and buyers. As an agent for custentiee Company generally does not take title tovamership to vehicles sold at the auctions.
Generally fees are earned from the seller and buy@ach successful auction transaction in additidees earned for ancillary services.

ADESA has the second largest used vehigtéian network in North America, based upon the banof used vehicles sold through
auctions annually, and also provides services aséhbound and outbound transportation logistespmditioning, vehicle inspection and
certification, titling, administrative and salvageeovery services. ADESA is able to serve the d@emd multi-faceted needs of its customers
through the wide range of services offered.

IAA is one of the two largest providerssafivage vehicle auctions and related services mthNEmerica. The salvage auctions facilitate
the remarketing of damaged vehicles that are datédras total losses by insurance companies, rezsbgéolen vehicles for which an insura
settlement with the vehicle owner has already beade and older model vehicles donated to charigsplat by dealers in salvage auctions. The
salvage auction business specializes in providingices such as inbound transportation logistitspections, evaluations, salvage recovery
services, titling and settlement administrativerges.

AFC is a leading provider of floorplan firang to independent used vehicle dealers andittaiacing was provided through 104 locations
throughout the United States and Canada at Deceih@012. Floorplan financing supports independeset vehicle dealers in North
America who purchase vehicles at ADESA, IAA, othieed vehicle and salvage auctions and non-auctimzhpses.
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Note 2—Summary of Significant Accounting Policies
Principles of Consolidatior

The consolidated financial statements idelthe accounts of KAR Auction Services and alt®fmajority owned subsidiaries. Significant
intercompany transactions and balances have beeimaied.

Use of Estimates

The preparation of the consolidated finahsiatements in conformity with accounting prinegpgenerally accepted in the U.S. requires
management to make estimates based in part on pgsumabout current, and for some estimates, édutapnomic and market conditions that
affect the reported amounts of assets and liaslgind disclosure of contingent assets and ligisilét the date of the financial statements, and
the reported amounts of revenues and expensegdbgerperiod. Although the current estimates coptate current conditions and expected
future changes, as appropriate, it is reasonaldgiple that future conditions could differ from sleeestimates, which could materially affect
results of operations and financial position. Amaiger effects, such changes could result in futagairments of goodwill, intangible assets
and long-lived assets, incremental losses on fimaeceivables, additional allowances on accouctsivable and deferred tax assets and
changes in self insurance reserves.

Business Segmen

Our operations are grouped into three dpgyaegments: ADESA Auctions, IAA and AFC. Thedhioperating segments also serve a
reportable business segments. Operations are negauough detailed budgeting and monitoring oftgbations to consolidated income by
each business segment.

Derivative Instruments and Hedging Activi

We recognize all derivative financial instrents in the consolidated financial statementaiavalue in accordance with Accounting
Standards Codification ("ASC") 81Bgrivatives and HedgingWe currently use three interest rate caps tleatlasignated and qualify as cash
flow hedges to manage the variability of cash flaabe paid due to interest rate movements on adalle rate debt. We do not, however,
enter into hedging contracts for trading or spattdgpurposes. The fair values of the interest datévatives are based on quoted market price
for similar instruments from commercial banks. Taie value of the derivatives is recorded in "Otbarrent assets," "Other assets" or "Other
liabilities" on the consolidated balance sheet Basethe gain or loss position of the contracts thed remaining term. Changes in the fair
value of the interest rate derivatives designasecash flow hedges are recorded net of tax in "‘Gtbmprehensive income." Gains and losses
on the interest rate derivatives are subsequemtlyded in earnings as an adjustment to intergstrese in the same periods in which the re
interest payment being hedged is recognized inmgsnWe use the change in variable cash flows oteth assess hedge effectiveness in
accordance with ASC 815.

Foreign Currency Translation

Revenues and expenses denominated in foceigencies are translated into U.S. dollars atage exchange rates in effect during the
year. Assets and liabilities of foreign operatians
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translated using the exchange rates in effectatgred. Foreign currency transaction gains aneoase included in the consolidated
statements of income within "Other (income) expens¢' and resulted in a gain of $0.4 million foetyear ended December 31, 2012, a lo
$0.9 million for the year ended December 31, 20id again of $1.1 million for the year ended Decen®i, 2010. Adjustments arising from
the translation of net assets located outside tie (dains and losses) are shown as a compon&Atoiimulated other comprehensive
income."

Cash Equivalents

All highly liquid investments with an origal maturity of three months or less are considérdie cash equivalents. These investments a
valued at cost, which approximates fair value.

Restricted Casl

AFC Funding Corporation, a wholly ownednkauptcy remote, consolidated, special purposeidiglng of AFC, is required to maintain a
cash reserve of 1 percent of total receivablesteolde bank conduit facility as security for tleeeivables sold. Automotive Finance
Canada, Inc. ("AFCI") is also required to maintainash reserve of 1 percent of total receivabliesteats securitization facility. The amount
the cash reserve depends on circumstances whicetferth in the securitization agreements. AR ahaintains other cash reserves from
time to time associated with its banking relatiopsh

Receivable:

Trade receivables include the unremittetipase price of vehicles purchased by third padighe auctions, fees to be collected from
those buyers and amounts due for services provigecs related to certain consigned vehicles inpmssession. The amounts due with respec
to the consigned vehicles are generally deductad the sales proceeds upon the eventual auctiother disposition of the related vehicles.

Finance receivables include floorplan reakles created by financing dealer purchases d€leshin exchange for a security interest in
those vehicles and special purpose loans. Floorglegivables become due at the earlier of the dealesequently selling the vehicle or a
predetermined time period (generally 30 to 60 dagpgcial purpose loans relate to loans that #nerdine of credit loans or working capital
loans that can be either secured or unsecured bastn facts and circumstances of the specifiedoa

Due to the nature of our business, suhisifnall trade and finance receivables are duenfkeehicle dealers, salvage buyers, institutional
sellers and insurance companies. We have possexsiehicles or vehicle titles collateralizing grsificant portion of the trade and finance
receivables.

Trade receivables and finance receivabieseported net of an allowance for doubtful acés@amd credit losses. The allowances for
doubtful accounts and credit losses are based oagement's evaluation of the receivables portishider current conditions, the volume of
the portfolio, overall portfolio credit quality, view of specific collection issues and such otlaetdrs which in management's judgment des
recognition in estimating losses.
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Other Current Assets

Other current assets consist of inventppespaid expenses, taxes receivable and noteisable The inventories, which consist of
vehicles, supplies and parts, are accounted foh@specific identification method and are statetti@ lower of cost or net realizable value.

Goodwill

Goodwill represents the excess of cost &aiewvalue of identifiable net assets of businesseguired. Goodwill is tested for impairment
annually in the second quarter, or more frequeaglympairment indicators arise. ASC 3B@angibles—Goodwill and Othepermits an entit
to assess qualitative factors to determine whatlh&more likely than not that the fair value ofegporting unit is less than its carrying amount
before applying the two-step goodwill impairmentdab If it is determined through the qualitatives@ssment that a reporting unit's fair value
is more likely than not greater than its carryirdue, the remaining impairment steps would be uessary. The qualitative assessment is
optional, allowing companies to go directly to theantitative assessment. The quantitative assessanepodwill impairment is a two-step
test. Under the first step, the fair value of eaghorting unit is compared with its carrying val(ugcluding goodwill). If the fair value of the
reporting unit is less than its carrying valuejragication of goodwill impairment exists for thepagting unit and we must perform step two of
the impairment test (measurement). Under stepawampairment loss is recognized for any exceshetarrying amount of the reporting
unit's goodwill over the implied fair value of thgwodwill. The implied fair value of goodwill is termined by allocating the fair value of the
reporting unit in a manner similar to a purchaseepallocation, in accordance with ASC 88isiness CombinationsThe residual fair value
after this allocation is the implied fair valuetbe reporting unit goodwill. Fair value of the refg unit is determined using a discounted casl
flow analysis. If the fair value of the reportingitiexceeds its carrying value, step two does petirto be performed.

Customer Relationships and Other Intangible Assets

Customer relationships are amortized omaaght-line basis over the life determined in #aduation of the particular acquisition. Other
intangible assets generally consist of tradenaomsputer software and non-compete agreements, wfachortized, are amortized using the
straight-line method. Tradenames with indefinited are not amortized and tradenames that havedssamed a useful life are amortized ove
their estimated useful lives. Costs incurred relatesoftware developed or obtained for internal aie capitalized during the application
development stage of software development and @&edrover their estimated useful lives. The mompete agreements are amortized ove
life of the agreements. The lives of other intafg#ssets are re-evaluated periodically when faatiscircumstances indicate that revised
estimates of useful lives may be warranted.

Property and Equipmen

Property and equipment are stated at ldstiorost less accumulated depreciation. Depreciai computed using the straight-line methoc
at rates intended to depreciate the costs of aggetsheir estimated useful lives. Upon retiremmmndale of property and equipment, the cost c
the disposed
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assets and related accumulated depreciation isvedfoom the accounts and any resulting gain @& ie€redited or charged to selling, genera
and administrative expenses. Expenditures for nbrepairs and maintenance are charged to experisewased. Additions and expenditures
for improving or rebuilding existing assets thatezxd the useful life are capitalized. Leaseholdrompments made either at the inception of
lease or during the lease term are amortized dneshorter of their economic lives or the leasmt@icluding any renewals that are reasonably
assured.

Unamortized Debt Issuance Costs

Debt issuance costs reflect the expenditimeurred in conjunction with Term Loan B, thedflimg senior notes, the bank credit facility
the U.S. and Canadian receivables purchase agréeri@e debt issuance costs are being amortizedieiest expense using the effective
interest method over the lives of the related dsdtes.

Other Assets
Other assets consist of below market leaigosits and other long-term assets.
Long-Lived Assets

Management reviews our property and equiihzeistomer relationships and other intangibletss®r impairment whenever events or
changes in circumstances indicate that their gagrgimount may not be recoverable. The determinatidndes evaluation of factors such as
current market value, future asset utilization,ibess climate, and future cash flows expectedduolté&om the use of the related assets. If the
carrying amount of a long-lived asset exceedsdted amount of the estimated undiscounted futush él@ws from that asset, a loss is
recognized in the period to the extent that theyaag amount exceeds the fair value of the asdwst.ifpairment analysis is based on our
current business strategy, expected growth rat@gstimated future economic and regulatory conaitio

Accounts Payable

Accounts payable include amounts due seffem the proceeds of the sale of their consigredcles less any fees, as well as outstandir
checks to sellers and vendors. Book overdraftsesgmting outstanding checks in excess of fund$eposit, are recorded in "Accounts
payable" and amounted to $112.4 million and $13dilbon at December 31, 2012 and 2011, respectively

Environmental Liabilities

Accruals for environmental matters are rded when it is probable that a liability has besurred and the amount of the liability can be
reasonably estimated, based on current law antrexigchnologies. These accruals are adjusteddieally as assessment and remediation
efforts progress, or as additional technical oalégformation becomes available. Accruals for eowimental liabilities are included in "Other
accrued expenses" at undiscounted amounts anddexclaims for recoveries from insurance or othadtparties.
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Revenue Recoghnitio
ADESA Auction Servict

Revenues and the related costs are reamiben the services are performed. Auction fems Bellers and buyers are recognized upon
the sale of the vehicle through the auction praddest of the vehicles that are sold through auctiare consigned to ADESA by the seller an
held at ADESA's facilities or third party locatio®sDESA does not take title to these consignedalekiand recognizes revenue when a se
is performed as requested by the owner of the leM®OESA does not record the gross selling pricthe consigned vehicles sold at auction
as revenue. Instead, ADESA records only its audges as revenue because it does not take titteetoonsigned vehicles, has no influence or
the vehicle auction selling price agreed to byséker and buyer at the auction and the fees tBd $A receives for its services are generally
fixed amount. Revenues from reconditioning, logistivehicle inspection and certification, titliryaluation and salvage recovery services are
generally recognized when the services are perfirme

IAA Salvage Service

Revenues (including vehicle sales andrieeme) are generally recognized at the date thielestare sold at auction. Revenue not
recognized at the date the vehicles are sold dioauiacludes annual buyer registration fees, wihaithrecognized on a straight-line basis, and
certain buyer-related fees, which are recognizednngayment is received.

AFC

AFC's revenue is comprised of interest f@edncome, provision for credit losses and otlk&enues associated with our finance
receivables. The following table summarizes thenpry components of AFC's revenue:

Year Ended December 31

AFC Revenue (In millions) 2012 2011 2010

Interest and fee incon $ 190.: $ 163.7 $ 137.¢
Other revenus 10.7 11.2 9.€
Provision for credit losse (7.2 (6.2) (11.2)

$ 193.6 $ 168.f $ 136.c

Interest and fee incon

Interest on finance receivables is recagphizased on the number of days the vehicle rerfiagasced. AFC ceases recognition of interest
on finance receivables when the loans become dsedimtgwhich is generally 31 days past due. Dealerslso charged a fee to floorplan a
vehicle ("floorplan fee") and extend the termsladf teceivable ("curtailment fee"). AFC fee incomeluding floorplan and curtailment fees is
recognized over the life of the finance receivable.
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Other revenue
Other revenue includes lot check feegdiliees and postage fees, each of which are chtwgedl collected from AFC's customers.
Loan origination cost:

Loan origination costs incurred by AFC niginating floorplan receivables are capitalizedheg origination of the customer contract. Suct
costs for receivables retained are amortized dweestimated life of the customer contract.

Income Taxes

We file federal, state and foreign income teturns in accordance with the applicable rafesach jurisdiction. We account for income
taxes under the asset and liability method in ataeee with ASC 740ncome TaxesThe provision for income taxes includes feddmakign,
state and local income taxes currently payableyedlsas deferred taxes. Deferred tax assets ahiliti@s are recognized for the future tax
consequences attributable to differences betwe=firthncial statement carrying amounts of existingets and liabilities and their respective
tax bases. Deferred tax assets and liabilitiesrer@sured using enacted tax rates expected to &palyable amounts in years in which those
temporary differences are expected to be recowaredttled. If it is more likely than not that sop@tion or all of a deferred tax asset will not
be realized, a valuation allowance is recognized.

In accordance with ASC 740, we recognizedfiect of income tax positions only if those piosis are more likely than not of being
sustained. Recognized income tax positions are unedst the largest amount that is greater than 8@}y of being realized. Changes in
recognition or measurement are reflected in theagen which the change in judgment occurs.

Net Income per Shar

Basic net income per share is computediigidg net income by the weighted average comnt@res outstanding during the year.
Diluted net income per share represents net inatiiged by the sum of the weighted average comnhanes outstanding plus potential
dilutive instruments such as stock options. Theafbf stock options on net income per share-diligeletermined through the application of
the treasury stock method, whereby net proceeds$viet by the Company based on assumed exercisbg@othetically used to repurchase
common stock at the average market price duringpénied. Stock options that would have an antitdifieffect on net income per share are
excluded from the calculations.

Accounting for Stocl-Based Compensation

The Company accounts for stock-based cosgim under ASC 71&ompensation—Stock Compensatidie recognize all stockasec
compensation as expense in the financial stateraedtshat cost is measured as the fair value ofitberd at the grant date for equity-classifiec
awards, while liability-classified awards are resw@ad each reporting period at fair value. We atstsider estimated forfeitures in
determining compensation expense. Additionallygdnordance with ASC 718,
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cash flows resulting from tax deductions from tRereise of stock options in excess of recognizedpmnsation cost (excess tax benefits) are
classified as financing cash flows.

Note 3—Acquisitions

Some of our acquisitions from prior yearsliide contingent payments related to revenuesibvalumes of certain vehicles sold
subsequent to the purchase dates. We made payfoeotstingent consideration and deferred acqoisitiosts in 2012, 2011 and 2010 tots
approximately $5.6 million, $3.9 million and $2.0llion, respectively, of which approximately $0.1ilion, $1.8 million and $2.0 million
resulted in additional goodwill for the years endiEtember 31, 2012, 2011 and 2010, respectivelgddition, in 2012 and 2011, we recorded
and reversed contingent consideration of approxatpétl.1 million and $4.6 million, respectivelyJated to certain prior year acquisitions
based on revised forecasts which indicated thevahitmes required during the measurement periadder for the contingent consideration to
become payable would or would not be met. The ogetit consideration adjustments were recorded teldincome) expense, net" in the
consolidated statements of income.

2011 Acquisitions

In August 2011, ADESA entered into an Agneat and Plan of Merger (the "Merger Agreementthy@ PENLANE. In October 2011, v
completed the acquisition of OPENLANE, which becameholly owned subsidiary of ADESA. OPENLANE idNarth American online
automotive auction company that provides a mariedfline buyers and sellers of wholesale vehicdBENLANE offers its comprehensive
remarketing solutions to auto manufacturers, cadiivance companies, lease and daily rental corepansed vehicle dealers, financial
institutions and wholesale auto auctions througlioeitUnited States and Canada.

As a result of the merger and pursuanhéaérms of the Merger Agreement, each outstarstiage of OPENLANE common stock and
preferred stock (other than those shares of constamk or preferred stock held by OPENLANE) was @ted into the right to receive an
amount in cash as set forth in the Merger Agreenigre value of the cash consideration payableemtberger was $208.4 million plus
approximately $35 million for excess cash on OPENIESs balance sheet at the closing of the mergerflied the cash consideration pai
closing with a combination of approximately $98.4lion of existing cash on-hand and borrowings ppeximately $145 million from our
revolving credit facility. We utilized approximaye$35 million of acquired cash to immediately repagortion of the borrowings on the
revolving credit facility. In addition, we enter@do operating lease obligations related to vari@edities through 2017. Initial annual lease
payments for the various facilities were approxieha$1.6 million per year. Financial results foe tacquisition have been included in our
consolidated financial statements from the datecgfiisition.

During 2011, we also completed the acqoisit of a company that auctions heavy machinecpnapany that develops satellbesed GP
technology for advanced vehicle tracking and aaggd\facility. The purchase agreements includedmgent payments related to financial
results and business deployments subsequent puthbase date. The purchased assets includeddsssds, software, inventory, accounts
receivable and other intangible assets. Finanegllts for each acquisition have been includediinconsolidated financial statements from the
date of acquisition.
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The aggregate purchase price for the bas@seacquired in 2011, net of cash, was approxiyr24.4.0 million, which included estimated
contingent payments with a present value of $0lami The maximum amount of undiscounted contingeayments related to these
acquisitions could approximate $0.4 million. Theuaiced assets and liabilities were recorded bagped tair values, including $94.7 million
assigned to intangible assets, representing thedhie of acquired customer relationships, traders software and noncompete agreements,
which are being amortized over their expected udefes. The acquisitions resulted in aggregatedyab of $123.6 million. The financial
impact of these acquisitions, including pro forrmahcial results, was immaterial to the Compangtesnent of income.

2010 Acquisitions

During the fourth quarter of 2010 the Compaompleted the acquisition of six used vehicletians, two processors of charity donation
vehicles which are primarily sold through salvagerations, a loan servicing company focused oricgagvloans made by automobile lenders
and a company focused on remarketing reposseshédesgefor credit unions. The various purchase egents included contingent payments
related to revenues or unit volumes subsequehitpirchase dates. The purchased assets incluatkdlaldings, accounts receivable,
operating equipment, customer relationships andratttangible assets. In addition, we entered aperating lease obligations related to cel
facilities with initial annual lease payments aggng approximately $0.8 million. Financial resuibr each acquisition have been included ir
our consolidated financial statements from the datcquisition.

The aggregate purchase price for the besesacquired in 2010 was approximately $59.4anillivhich included estimated contingent
payments with a present value of $10.7 million. Tifeximum amount of undiscounted contingent paymestiéged to these acquisitions could
approximate $11.1 million. The acquired assetslahilities were recorded based upon fair valuesluding $27.9 million assigned to
intangible assets, representing the fair valuecqfimed customer relationships, tradenames andamopete agreements which are being
amortized over their expected useful lives. Theuagitions resulted in aggregate goodwill of $26.liom. The financial impact of these
acquisitions, including pro forma financial respitsas immaterial to the Company's balance sheestatement of income.

Note 4—Stock-Based Compensation Plans

Our stock-based compensation expense ieslagpense associated with KAR Auction Serviceas,dervice and exit option awards,
KAR LLC profit interests and Axle LLC profit intestés. We have classified the KAR LLC and Axle LL®firinterests as liability awards. We
have classified the KAR Auction Services, Inc. g&nand exit option as equity awards. The mairedéfice between a liabilitglassified awar
and an equity-classified award is that liabilitgssified awards are remeasured each reportingdpatritair value.

The compensation cost that was chargedhsigmicome for all stock-based compensation plaas $23.2 million, $17.0 million and
$19.8 million for the years ended December 31, 2Q021 and 2010, respectively, and the total inctaréenefit recognized in the
consolidated statement of income for options was@pmately $3.6 million, $6.1 million and $6.6 tvh for the years ended
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December 31, 2012, 2011 and 2010, respectivelyeliseno income tax benefit recognized by us wédpect to the KAR LLC and Axle LLC
profit interests. We did not capitalize any stoas&d compensation cost in the years ended Dec&hp2012, 2011 or 2010. The following
table summarizes our stock-based compensation s&gmntype of awar(in millions):

Year Ended December 31

2012 2011 2010
Service option: $ 232 $ 12 $ 0.3
Exit options 8.C 15.¢ 18.C
KAR LLC profit interests 6.S 0.3 1.€
Axle LLC profit interests 6.C (0.9 (0.2
Total $ 232 $ 17.C $ 19.¢

Axle Holdings, Inc. Stock Incentive Pla

Prior to the merger transactions, IAA wasibsidiary of Axle Holdings, Inc. ("Axle Holdings'which in turn was a subsidiary of
Axle LLC. Axle Holdings maintained the Axle Holdiaginc. Stock Incentive Plan to provide equity midee benefits to the IAA employees.
Under the Axle Holdings plan, service options axitl @otions were awarded. The service options kestéhree equal annual installments fi
the grant date based upon service with Axle Holslisugd its subsidiaries. The exit options vestedigohange in equity control of Axle LLC.
In connection with the completion of the mergens@ctions, the options (service and exit) to pwsetsnares of Axle Holdings, Inc. stock were
converted into options (service and exit) to pusehshares of KAR Auction Services; these converfgiins have the same terms and
conditions as were applicable to the options teipase shares of Axle Holdings, Inc. The convergbos are included in the KAR Auction
Services, Inc. service option table and exit optaie below.

On December 10, 2009, in conjunction whté initial public offering, all outstanding servioptions became fully vested and exercisable
In addition, the vesting criteria and exercisapitif the exit options were modified. Our board adehthe terms of all exit options to substit
the existing criteria governing the exercisabibfithe exit options with criteria governing exertiflity based on the price per share of our
common stock. Accordingly, rather than vest upanabhievement of certain
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specified performance goals at the time of ane&xéint, the exit options originally granted under #xle Holdings, Inc. Stock Incentive Plan
vest as follows:

Amount Vested Conditions to Vesting

25% of exit options shall vest and become exersil (i) the fair market value of Company common stoxkemds $16.01

An additional 25% of exit options shall vest anddiee exercisable (i) the fair market value of Company common stoxg&eeds $19.21
if

An additional 25% of exit options shall vest anddiee exercisable (i) the fair market value of Company common stoxg&eeds $22.41
if

An additional 25% of exit options shall vest anddiee exercisable (i) the fair market value of Company common stoxg&eeds $25.62
if

* Additional conditions to vesting: (ii) the price thfe Company's common stock on the last tradingofiay90 consecutive trading day

period must be greater than or equal to 85% of(i1&19.21, $22.41 or $25.62, respectively; anptfie option holder is a director,
officer, employee, consultant or agent of the Comypar any of its subsidiaries on the date on whiighconditions set forth in (i) and
(ii) above are satisfied.

For purposes of determining the conditions to westihe "fair market value" of any share of Compaosnmon stock, on any date of
determination, shall be the average for 90 consextriading days prior to such date of determimatibthe last sales price for a shar
Company common stock on the principal securitieharge on which the Company common stock is ttseedi

In May 2011, the vesting criteria for thst 25% of the exit options was met and as suéh Bbthe outstanding exit options became
exercisable. In January 2013, the vesting criteridhe second 25% of the exit options was metamsduch an additional 25% of the
outstanding exit options became exercisable.

Axle LLC Profit Interests

Axle LLC also maintained two types of ptafiterests, operating units and value units, whiehheld by certain designated employees of
IAA. Upon an exit event as defined by the Axle Lbferating agreement, holders of the profit intergsl receive a cash distribution from
Axle LLC. The service requirement for the operatimgts was fulfilled during 2008 and as such therapng units are fully vested. The value
units vest upon a change in equity control of A€, The number of value units eligible for distition will be determined based on the st
price and certain performance hurdles based oEdu&y Sponsors and other investors' achievemeo¢shin multiples on their original
indirect equity investment in Axle Holdings subjéata minimum internal rate of return at the tini@istribution. A total of 191,152 operating
units and 382,304 value units are maintained by AXIC and there were no changes to the terms amditotans of the units as a result of the
merger transactions.
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The operating units are accounted foraslity awards and as such, compensation expetetedeo the operating units is recognized
using the graded-vesting attribution method. Corspgan expense related to the Axle LLC operatindgsumas $6.0 million for the year ended
December 31, 2012. For the years ended Decemb@031,and 2010, $0.4 million and $0.1 million, restvely, of compensation expense for
the Axle LLC operating units was reversed as tlirevidue of the operating units declined.

The Company has not recorded compensatipense related to the value units and none witelsegnized on the value units until it
becomes probable that an exit event (specificallghange in control) will occur.

KAR Auction Services, Inc. 2009 Omnibus Stock amténtive Plan

We adopted the KAR Auction Services, @02 Omnibus and Stock Incentive Plan ("Omnibus 'BlemDecember 2009. The Omnibus
Plan is intended to provide equity or cash baseardsvto our employees. The maximum number of shhatsnay be issued pursuant to
awards under the Omnibus Plan is approximatelyr8llon. The Omnibus Plan provides for the granbpfions, restricted stock, stock
appreciation rights, other stock-based awards asll based awards.

In 2012, we granted approximately 0.7 miilservice options with a weighted average exemiwe of $16.18 per share under the
Omnibus Plan, and in 2011 we granted approximdt&ymillion service options with a weighted averagercise price of $15.05 per share. In
addition, in 2010 we granted approximately 0.5inillservice options with a weighted average exergigce of $12.90 per share and
approximately 0.7 million exit options with an egise price per share of $13.46 under the Omnibais. Hlhe service and exit options have a
ten year life and the service options vest in fequal annual installments, commencing on the dingiiversary of the respective grant dates.
exit options contain the same vesting criterishasexit options noted below under the KAR Aucti@esvices, Inc. Stock Incentive Plan.

KAR Auction Services, Inc. Stock Incentive Pl:

The Company adopted the KAR Auction Sewsjid¢ec. Stock Incentive Plan ("the Plan") in MayZ0The Plan was intended to provide
equity incentive benefits to the Company's empley@&he maximum number of shares that were to ledpursuant to awards under the Plat
was approximately 7.9 million. The Plan providedtfe grant of incentive stock options and non-ifjeal stock options and restricted stock.
Awards granted since the adoption of the Plan werequalified stock options, and no further gramitsbe awarded under the Plan.

The Plan provided two types of stock opgicservice-related options, which were to vestidgtan four annual installments from the date
of grant based upon the passage of time, and peafure-related "exit" options, which were genertadlpecome exercisable upon a change in
equity control of KAR LLC. Under the exit optionig,addition to the change in equity control reqoiemt, the number of options that vest w
to be determined based on the strike price andiogoerformance hurdles based on the Equity Speresut other investors' achievement of
certain multiples on their original indirect equitwestment in KAR Auction Services subject to aimium internal rate of return at the time of
change in equity control. All vesting criteria wasbject to continued employment with
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KAR LLC or affiliates thereof. Options were to beagted under the Plan at an exercise price ofasstthan the fair market value of a share of
KAR Auction Services common stock on the date ahtjand have a contractual life of ten years. énegbent of a change in control, any
unvested options were to become fully vested astezhout.

On December 10, 2009, in conjunction whté initial public offering, all outstanding servioptions became fully vested and exercisable.
In addition, the vesting criteria and exercisapitif the exit options was modified. The board aneshthe terms of all exit options to substitute
the existing criteria governing the exercisabibfythe exit options with criteria governing exertiflity based on the price per share of our
common stock. Accordingly, rather than vest upanabhievement of certain specified performancesgataihe time of an exit event, the exit
options granted under the KAR Auction Services, Btock Incentive Plan vest as follows:

Amount Vested Conditions to Vesting

25% of exit options shall vest and become exer&sil (i) the fair market value of Company common stoxkemds $20.00

An additional 25% of exit options shall vest anddiee exercisable (i) the fair market value of Company common stoxg&eeds $25.00
if

An additional 25% of exit options shall vest anddiee exercisable (i) the fair market value of Company common stoxg&ezds $30.00
if

An additional 25% of exit options shall vest anddrae exercisable (i) the fair market value of Company common stoxkemds $35.00
if

* Additional conditions to vesting: (ii) the price thfe Company's common stock on the last tradingofiay90 consecutive trading day

period must be greater than or equal to 85% of3ER®%25.00, $30.00 or $35.00, respectively; anptlie option holder is a director,
officer, employee, consultant or agent of the Comypar any of its subsidiaries on the date on whiighconditions set forth in (i) and
(ii) above are satisfied.

For purposes of determining the conditions to westihe "fair market value" of any share of Compaognmon stock, on any date of
determination, shall be the average for 90 consertriading days prior to such date of determimatibthe last sales price for a shar
Company common stock on the principal securitieharge on which the Company common stock is ttseedi
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The following table summarizes service @ptactivity under the Omnibus Plan and the Plantferyear ended December 31, 2012:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Service Options Number Price Term (in millions)
Outstanding at January 1,
2012 3,257,59: $ 12.17
Granted 703,16( 16.1¢
Exercisec (348,98¢) 8.12
Forfeited (182,83¢) 14.2¢
Cancellec (8,467) 13.9i
Outstanding at December &
2012 3,420,46. $ 13.31 7.2year $ 23.7
Exercisable at December 3
2012 1,673,23. $ 11.2¢ 5.6 year $ 15.C

The intrinsic value presented in the taileve represents the amount by which the markaewafthe underlying stock exceeds the
exercise price of the option at December 31, 2Th2. intrinsic value changes continuously basederfdir value of our stock. The market
value is based on KAR Auction Services' closinglstorice of $20.24 on December 31, 2012. The fatahsic value of service options
exercised during the year ended December 31, 2@52p®.4 million. The fair value of all vested axéreisable service options at
December 31, 2012, 2011 and 2010 was $33.9 miliag,0 million and $30.9 million, respectively.

We recognized compensation expense foséhéce options of approximately $2.3 million, $ifllion and $0.3 million for the years
ended December 31, 2012, 2011 and 2010, respgctivelof December 31, 2012, there was approxim&i6lg million of unrecognized
compensation expense related to nonvested sempimne which is expected to be recognized overighted average term of 2.7 years.

Service options have been accounted fegagy awards and, as such, compensation experseeasured based on the fair value of the
award at the date of grant and recognized ovelfotlneyear service period, using the straight-littetzution method. The weighted average fair
value of the service options granted was $4.94pare, $4.69 per share and $4.07 per share fgetrs ended December 31, 2012, 2011 anc
2010, respectively. The fair value of service aptigranted was estimated on the date of grant tissglack-Scholes option pricing model
and the following assumptions:

Assumptions 2012 2011 2010

Risk-free interest rat 0.555% -0.65% 0.625%- 1.69% 0.805%- 1.81%
Expected life 4 years 4 year 4 year
Expected volatility 38.0% 38.0% 38.0%
Dividend yield 0% 0% 0%
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Risk-free interest rate-This is the yield on U.S. Treasury Securities pdsit the date of grant (or date of modificatiomyihg a term
equal to the expected life of the option. An insea the risk-free interest rate will increase pemsation expense.

Expected life—years-This is the period of time over which the opti@manted are expected to remain outstanding. Optgoarsted by
KAR Auction Services have a maximum term of tenrgeAn increase in the expected life will increasepensation expense.

Expected volatility—Actual changes in the market value of stock arel tisealculate the volatility assumption. BasedtenCompany
limited time as a publicly traded company, the etpé volatility used was determined based on a auatibn of historical volatility,
the volatility of selected comparable companies athér relevant factors. An increase in the exgket#atility will increase
compensation expense.

Dividend yield—This is the annual rate of dividends per share the exercise price of the option. An increasthandividend yield
will decrease compensation expense.

The following table summarizes exit optamtivity under the Omnibus Plan and the Plan fenjbar ended December 31, 2012:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Exit Options Number Price Term (in millions)
Outstanding at January 1,
2012 6,303,38° $ 10.4¢
Granted 0 N/A
Exercisec (22,007 6.5¢
Forfeited (98,317 10.4¢
Cancellec 0 N/A
Outstanding at December &
2012 6,183,07. $ 10.5Z 5.0 year $ 60.1
Exercisable at December 3
2012 94,71 $ 6.67 29year $ 198

The intrinsic value presented in the tatileve represents the amount by which the markeewafl the underlying stock exceeds the
exercise price of the option at December 31, 2Uh2. intrinsic value changes continuously basecherfdir value of our stock. The market
value is based on KAR Auction Services' closinglstorice of $20.24 on December 31, 2012. The iatahsic value of exit options exercised
during the year ended December 31, 2012 was $0li2miThe fair value of all vested and exercisatt@ options at December 31, 2012 was
$1.9 million.

The requisite service period and the falug of the exit options granted in 2010 and atidte of the modification were developed in
consultation with independent valuation specialite weighted average fair value of exit optiorenged in 2010 was $7.89 per share. The
time horizons over which our stock price is progecto achieve the market conditions noted in trevaltables ranges from 1.2 years to
3.9 years. As a result, compensation expense wilebognized over the derived service periods ranfyjom 1.2 years to 3.9 years. We
recognized compensation expense for these exiroptf approximately $8.0 million, $15.9 millionc18.0 million for the years ended
December 31, 2012,
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2011 and 2010, respectively. As of December 31220tre was approximately $2.1 million of totaterognized compensation expense
related to the nonvested exit options which is eigubto be recognized over a weighted average aéfhv years.

KAR LLC Profit Interests

Prior to December 10, 2009, KAR LLC owndéXD% of the outstanding shares of KAR Auction SessicThe KAR LLC operating
agreement provides for profit interests in KAR LidCbe granted and held by certain designated erapbogf the Company. Upon an exit e
as defined by the KAR LLC operating agreement, arahy other time determined by the board, holdétke profit interests will receive a
cash distribution from KAR LLC.

Two types of profit interests were credbgdhe KAR LLC operating agreement: (1) operatingsj which vest in four equal installments
commencing on the first anniversary of the grame desed upon service, and (2) value units, whielebgible for distributions upon attaining
certain performance hurdles. The service require¢regrthe operating units was fulfilled during 20add as such the operating units are fully
vested. The number of value units eligible forriisttions will be determined based on the strikegoand certain performance hurdles base
the Equity Sponsors and other investors' achievenferertain multiples on their original indireajuty investment in KAR Auction Services
subject to an internal rate of return minimum &t time of distribution.

A total of 121,046 operating units and 3&39, value units are maintained by KAR LLC and theaee been no changes to the number
outstanding since the profit interests were awardeldine 2007. The grant date fair value of theatp®g units and value units was $36.90 and
$45.21, respectively. The fair value of each opegatnit was estimated on the date of grant ugiegBlack-Scholes option pricing model. The
fair value of each value unit was estimated ordtdte of grant using a lattice-based valuation model

The compensation expense of KAR LLC, whgfor the benefit of Company employees, will résula capital contribution from
KAR LLC to the Company and compensation expens¢i®iCompany. Compensation expense related topi@ting units is recognized
using the straight-line attribution method and heslin $6.9 million, $0.3 million and $1.6 millidier the years ended December 31, 2012,
2011 and 2010, respectively.

The Company has not recorded compensatipanse related to the value units and none wilelbegnized until it becomes probable that
the performance conditions associated with theevahits will be achieved.

KAR Auction Services, Inc. Employee Stock Purchd&an

Our board of directors and stockholderspéeid the KAR Auction Services, Inc. Employee StBckchase Plan ("ESPP") in December
2009 and the ESPP was implemented in the seconteqo&2010. A maximum of 1,000,000 shares of @mmon stock have been reserved
for issuance under the ESPP and at December 32, 802,182 shares remain available for purchaseruhé ESPP. The ESPP provides for
one month offering periods with a 15% discount fritid fair market value of a share on the date ofhase. In accordance with ASC 718,
Compensation—Stock Compensatitime
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entire 15% purchase discount is recorded as corafienexpense. A participant's combined payroliut¢idns and cash payments in the ESPI
may not exceed $25,000 per year.

Note 5—Net Income Per Share
The following table sets forth the compigtatof net income per shafi millions except per share amounts)

Year Ended December 31

2012 2011 2010
Net income $ 92C $ 722z $ 69.¢
Weighted average common shares outstan 136.t 136.( 134.¢
Effect of dilutive stock option 25 1.8 1.C
Weighted average common shares outstanding
potential common shart 139.( 137.¢ 135.¢
Net income per shai
Basic $ 067 $ 05 $ 0.52
Diluted $ 066 $ 052 $ 051

Basic net income per share was calculayetiiding net income by the weighted-average numdi@utstanding common shares for the
period. Diluted net income per share was calculatetsistent with basic net income per share inolydhe effect of dilutive unissued common
shares related to our stock-based employee comjmmpaogram. The effect of stock options on nebme per share—diluted is determined
through the application of the treasury stock methehereby proceeds received by the Company basedsumed exercises are hypothetic
used to repurchase our common stock at the avenageet price during the period. Stock options thatild have an anti-dilutive effect on net
income per diluted share are excluded from theutations. Approximately 0.4 million, 0.9 million dr0.6 million options were excluded from
the calculation of diluted net income per sharettieryears ended December 31, 2012, 2011 and B&ddkctively. Total options outstanding
December 31, 2012, 2011 and 2010 were 9.6 mildhmillion and 9.2 million, respectively.
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The following is a summary of the changethe allowance for credit losses related to figareceivables i millions):

Year Ended December 31

2012 2011 2010

Allowance for Credit Losses
Balance at beginning of perit $ 9C $ 97 $ 5¢
Provision for credit losse 7.2 6.1 11.2
Recoveries 3.4 4.t 4.C
Less charg-offs (11.€ (11.9) (11.9
Balance at end of peric $ 8C $ 9C $ 97

AFC's allowance for credit losses includemated losses for finance receivables currdrglgt on the balance sheet of AFC and its
subsidiaries.

The following is a summary of changes ia #fiowance for doubtful accounts related to tnabeivables {n millions):

Year Ended December 31
2012 2011 2010

Allowance for Doubtful Accounts

Balance at beginning of peri $ 64 $ 63 $ 6.€
Provision for credit losse 2.3 2.2 2.€
Less net char¢offs (3.9 (2.2 (3.2

Balance at end of peric $ 53 $ 64 $ 6.2

Recoveries of trade receivables were netidtdcharge-offs, as they were not material. Cleang the Canadian exchange rate did not
have a material effect on the allowance for doutaéeounts.

Note 7—Finance Receivables and Obligations Collatalized by Finance Receivables

AFC sells the majority of its U.S. dollaerbminated finance receivables on a revolving kasiswithout recourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsidiary ("AFC Funding Corporation”), established the purpose of purchasing AFC's
finance receivables. A securitization agreemewtna|for the revolving sale by AFC Funding Corpamatio a bank conduit facility of
undivided interests in certain eligible financeaigables subject to committed liquidity. The agreatrexpires on June 30, 2014. AFC Funding
Corporation had committed liquidity of $650 millidor U.S. finance receivables at December 31, 2012.

We also have an agreement for the secatibiz of Automotive Finance Canada, Inc.'s ("AFGEgeivables. This securitization facility
expires on June 30, 2014. AFCI's committed liqyi@tprovided through a third party conduit (sepafeom the U.S. conduit) and was
C$100 million at December 31, 2012. The receivabtdd pursuant to both the U.S. and Canadian demiidn agreements are accounted for
as secured borrowings.
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The following tables present quantitatinformation about delinquencies, credit lossesiessveries ("net credit losses") and compon
of securitized financial assets and other relagsgts managed. For purposes of this illustratielinguent receivables are defined as
receivables 31 days or more past due.

December 31, 201,
Principal Amount of:
Receivables Net Credit Losses

(in millions) Receivables Delinquent During 2012

Floorplan receivable $ 99.c $ 3€ $ 8.C
Special purpose loal 8.C 0 0.2
Total receivables manag $ 1,004.: $ 3€ $ 8.2

December 31, 201
Principal Amount of:
Receivables Net Credit Losses

(in millions) Receivables Delinquent During 2011

Floorplan receivable $ 8776 $ 3% % 6.8
Special purpose loat 5.€ 0.3 0
Total receivables manag $ 8837 $ 3€ $ 6.8

AFC's allowance for losses was $8.0 milkord $9.0 million at December 31, 2012 and 201dpeetively.

As of December 31, 2012 and 2011, $996IBomiand $877.6 million, respectively, of finanmxeivables and a cash reserve of 1 percel

of the obligations collateralized by finance reediles served as security for the $713.3 million $8t0.3 million of obligations collateralized
by finance receivables at December 31, 2012 and,2@%pectively.

Proceeds from the revolving sale of redalesto the bank conduit facility are used to fuesv loans to customers. AFC, AFC Funding
Corporation and AFCI must maintain certain finahc@enants including, among others, limits ondh@unt of debt AFC and AFCI can
incur, minimum levels of tangible net worth, andetcovenants tied to the performance of the finarceivables portfolio. The securitization

agreements also incorporate the financial coverardar Credit Facility. At December 31, 2012, wererin compliance with the covenants in
the securitization agreements.
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Goodwill consisted of the followingr( millions):

ADESA

Auctions 1AA AFC Total
Balance at December 31, 2C $ 835.6 $ 521.¢ $ 196.¢ $ 1,554.:
Increase for acquisition activi 123.¢ 1.8 0 125.¢
Balance at December 31, 2C $ 959.2 $ 523« $ 196.¢ $ 1,679.!
Increase for acquisition activi 0 0.1 0 0.1
Balance at December 31, 201 $ 959.2 $ 523 $ 196.¢ $ 1,679.¢

Gooduwill represents the excess cost overéue of identifiable net assets of businessegimed. At December 31, 2011, there was
$1,679.5 million of goodwill recorded on our coridated balance sheet that was recorded as a ofsh# merger transactions, post merger
acquisitions and contingent consideration relabegrior year acquisitions. Goodwill increased ik 2@rimarily as a result of acquisitions and
contingent consideration related to prior year &itjans. Most of the goodwill resulting from thedinesses acquired in 2011 is not expect
be deductible for tax purposes.

A summary of customer relationships isaleivs (in millions):

December 31, 201 December 31, 201
Useful Gross Gross
Lives Carrying Accumulated Carrying Carrying Accumulated Carrying
(in years) Amount Amortization Value Amount Amortization Value

Customer
relationshiy 9-19 $ 1,024 $ (405.9) $ 618.¢ $ 1,019.4 $ (325.) $ 694.(

The decrease in customer relationship®iP2vas primarily related to the amortization oisérg customer relationships, partially offset
by changes in the Canadian exchange rate.

A summary of other intangibles is as foléofin millions):

December 31, 201, December 31, 201
Gross Gross
Useful Lives Carrying Accumulated Carrying Carrying Accumulated Carrying
(in years) Amount Amortization Value Amount Amortization Value
Tradename 2 - Indefinite $ 197.1 $ (1.8 $ 195: $ 1971 $ (1.2) $ 196.C
Computer
software
technolol 3-7 251.F (144.0  107.F 223 (120.  103.7
Covenants
not to
compete 1-5 25.F (23.1) 2.4 24.4 (18.2) 6.2
Total $ 4741 $ (1685 $ 305 $ 445:. $  (139.5 $ 305.¢

Other intangibles decreased in 2012 prilpas a result of the amortization of existing imgébles, partially offset by computer software
additions.
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We have acquired software by undertakimgtablease obligations. The software under thétablgases is amortized in a manner
consistent with our policy for owned intangible$ieTassets included above that are held under thggises are summarized below (
millions):

December 31

Classes of Property 2012 2011

Computer softwar $ 27 $ 2.7
Accumulated amortizatio (1.9 (0.5
Capital lease asse $ 13 $ 22

Amortization expense for customer relatiops and other intangibles was $117.8 million, $108illion and $100.3 million for the years
ended December 31, 2012, 2011 and 2010, respsctivgtimated amortization expense for the next yiwars is $119.2 million for 2013,
$107.5 million for 2014, $98.9 million for 2015, %8 million for 2016 and $80.4 million for 2017.

Note 9—Property and Equipment

Property and equipment consisted of thiefohg (in millions):

Useful Lives December 31
(in years) 2012 2011

Land $ 257¢ $ 260.7
Buildings 5-40 232.1 224.¢
Land improvement 5-20 141.5 130.4
Building and leasehold improvemel 3-33 2317 193.1
Furniture, fixtures and equipme 1-10 231.¢ 199.¢
Vehicles 3-6 6.2 6.€
Construction in progres 147 33.t

1,116.: 1,049.:
Accumulated depreciatic (415.5) (362.9)
Property and equipment, r $ 7007 $ 686.7

Depreciation expense for the years endextdber 31, 2012, 2011 and 2010 was $72.4 milliga, Bmillion and $71.0 million,
respectively.

We have acquired furniture, fixtures andipment by undertaking capital lease obligationssé¥s held under the capital leases are
depreciated in a manner consistent with our degtieci policy for
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owned assets. The assets included above thatldrarder capital leases are summarized belmngillions):

December 31

Classes of Property 2012 2011

Furniture, fixtures and equipme $ 531 $ 38
Accumulated depreciatic (23.6) (3.9
Capital lease asse $ 295 $ 24¢

Note 10—Self Insurance and Retained Loss Reserves

We self-insure our employee medical besgéis well as a portion of our automobile, geniéhility and workers' compensation claims.
We have insurance coverage that limits the expasiiadividual claims. We also have insurance cagerthat limits the total exposure to
overall automobile, general liability and workezsmpensation claims. The cost of the insurancgpermsed over the contract periods. We
record an accrual for the claims expense relatetit@mployee medical benefits, automobile, gereaility and workers' compensation
claims based upon the expected amount of all slaim&. Accrued medical benefits and workers' corspian expenses are included in
"Accrued employee benefits and compensation exgénggle accrued automobile and general liabilitpenses are included in "Other
accrued expenses."

The following is a summary of the changethie reserves for self-insurance and the retdvsses {n millions):

Year Ended
December 31
2012 2011
Balance at beginning of perit $ 240 $ 27.1
Net payment: (51.0 (49.2)
Expense 51.C 46.1
Balance at end of peric $ 24.C $ 24«

Individual stop-loss coverage for medicahefits was $0.3 million for 2012 and 2011. Theeswo aggregate policy limit for medical
benefits for the Company in either year. The rébenfor automobile, general liability and workecempensation claims was $0.5 million per
occurrence with a $1.0 million corridor deductibieboth the 2012 and 2011 policy years. Once the 8illion corridor deductible is met, the
deductible reverts back to $0.5 million per occnce2 The aggregate policy limits for the combinatbemobile, general liability and workers'
compensation program was $20.0 million for both2B&2 and 2011 policy years.
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Long-term debt consisted of the followiiig millions):

December 31

Interest Rate Maturity 2012 2011

Term Loan B Adjusted LIBOR + 3.759 May 18, 2017 $1,674¢ $ 1,691.!
$250 million

revolving credit

facility Adjusted LIBOR + 3.509 May 18, 201¢ 0 68.¢
Floating rate senior

notes LIBOR + 4.00% May 01, 201¢ 150.( 150.(
Canadian line of

credit CAD Prime + 1.5% Repayable upon dema 0 0
Total debi 1,824.! 1,910.
Unamortized debt

discount (6.2 (7.€)
Current portion of

long-term debt (43.7) (85.9
Long-term debt $1,774.¢ $ 1,816.¢

The weighted average interest rate on atiable rate debt was 4.9% at December 31, 2012@hdl.
Credit Facilities

On May 19, 2011, we established a $1.7obillsix-year senior secured term loan facilityrfld_.oan B in the table above) and a
$250 million, five-year senior secured revolvingdit facility ($250 million revolving credit facty in the table above), the terms of which are
set forth in the Credit Agreement, dated as of M@y2011. Concurrently with our entry into the Grédyreement, we terminated our previous
credit facility, dated as of April 20, 2007 (as arded, the "2007 Credit Agreement"). On May 19, 2@14 paid all principal outstanding and
interest due under the 2007 Credit Agreement. My &armination penalties were incurred by the Campin connection with the termination
of the 2007 Credit Agreement; however, we incuaetneash loss on the extinguishment of the term loateuthe 2007 Credit Agreement
$24.5 million as a result of the write-off of centanamortized debt issuance costs.

On November 29, 2012, we entered into aeraiment to the Credit Agreement. The amendmenigedvor, among other things,
modifications to the Consolidated Senior Secureektage Ratio (as defined in the Credit Agreemeéngicial covenant and modifications to
increase the amount of Restricted Payments (agetkin the Credit Agreement) permitted to be paiden the Credit Agreement. Restricted
payments include, among other things, dividenadsksbuybacks and other payments made in respelcedompany's equity securities.

The Credit Facility is available for lesesf credit, working capital and general corpopaigoses (including refinancing certain Existing
Indebtedness (as defined in the Credit Agreemenig.Credit Agreement provides that with respecheorevolving credit facility, up to
$75 million is available for letters of credit and to $75 million is available for swing line loarfhe Credit Agreement also permits up to
$300 million of additional revolving or term loanrmamitments from one or more of the existing lendersther lenders (with the consent of
administrative agent).
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Term Loan B was issued at a discount db $8llion. The discount is being amortized to ietgrexpense over the six-year term of the
loan. Term Loan B is payable in quarterly instaltseequal to 0.25% of the original aggregate ppalcamount. Payments commenced on
September 30, 2011, and the balance is payablatatity. The Credit Facility is subject to mandatprepayments and reduction in an amoun
equal to (i) the net proceeds of certain debt ofter, asset sales and certain insurance recoventsg\and (i) for any fiscal year ending on or
after December 31, 2011, any Excess Cash Flowefirsed in the Credit Agreement, on or before thg ®day following the end of the fiscal
year. There were no excess cash flow paymentgfawed, due for the year ended December 31, 20drithe year ended December 31, 2(
the Company has estimated that an excess casipélpment of approximately $39.4 million will be madehe second quarter of 2013. The
prepayment will be credited to prepay in order aftunity the unpaid amounts due on the next eightédaled quarterly installments of Term
Loan B, and thereafter to the remaining scheduiedtgrly installments of Term Loan B on a pro taaais. As such, after the March 31, 2013
quarterly installment on Term Loan B and the exoash flow payment, there will be no further qudytenstallments due until June 30, 2015.

The obligations of the Company under thed@rFacility are guaranteed by certain of our dsticesubsidiaries (the "Subsidiary
Guarantors") and are secured by substantiallyfaHeassets of the Company and the Subsidiarydbtens, including but not limited to:
(a) pledges of and perfected first-priority seguititerests in 100% of the equity interests ofa@erbf the Company's and the Subsidiary
Guarantors' domestic subsidiaries and 65% of théyemterests of certain of the Company's andSbbsidiary Guarantors' first-tier foreign
subsidiaries and (b) perfected first-priority sétyuinterests in substantially all other tangibledantangible assets of the Company and each
Subsidiary Guarantor, subject to certain exceptidhe Credit Agreement contains affirmative andatisg covenants that we believe are usue
and customary for a senior secured credit agreerbatnegative covenants include, among other ghilgitations on capital expenditures,
asset sales, mergers and acquisitions, indebtedieess dividends, investments and transactiors wir affiliates. The Credit Agreement also
requires us to maintain a maximum leverage ratiovided there are revolving loans outstanding. Véeenn compliance with the covenants in
the Credit Agreement at December 31, 2012.

Term Loan B bears interest at an adjust8®DR rate plus 3.75% (with an adjusted LIBOR rdseif of 1.25% per annum) and revolving
loan borrowings at an adjusted LIBOR rate plus %5Rowever, for specified types of borrowings, @@mpany may elect to make term loan
borrowings at a Base Rate (as defined in the Chagtitement) plus 2.75% and revolving loan borrowiagja Base Rate plus 2.50%. The rate
on Term Loan B was 5.0% at December 31, 2012. diitiad, if the Company reduces its Consolidatedi®eBecured Leverage Ratio (as
defined in the Credit Agreement), which is base@aret debt calculation, to levels specified in@edit Agreement, the applicable interest
rate will step down by 25 basis points. The Compasy pays a commitment fee of 50 basis pointsalpleyquarterly, on the average daily
unused amount of the credit facility. The fee m@psiown to 37.5 basis points based on the Comp&uyisolidated Senior Secured Leverag
Ratio as described above.

There were no borrowings on the revolviredd facility at December 31, 2012. On December2RiL1, $68.9 million was outstanding on
the revolving credit facility. In addition, we haelated
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outstanding letters of credit in the aggregate arhoti$23.6 million and $28.5 million at Decembdr, 2012 and 2011, respectively, which
reduce the amount available for borrowings underctiedit facility.

Senior Notes

In 2007 we issued $450.0 million of B4% senior notes and $150.0 million of floating rag@ior notes, both of which were due May 1,
2014. In addition, we issued $425.0 million of 18&tior subordinated notes due May 1, 2015. Theifipaate notes were nazallable for twi
years, after which they became callable at a prentiaclining ratably to par at the end of year fonterest on the floating rate notes is pay:
quarterly in arrears and commenced on August 17200

In June 2011, we prepaid $450.0 milliompipal amount of the 8/ 4% senior notes and the remaining $131.1 milliongpal balance
the 10% senior subordinated notes with proceedsved from Term Loan B and cash on hand. We induartoss on the extinguishment of the
notes of $29.0 million in the second quarter of R@dpresentative of the net premiums payable @tlat¢he repurchase of the notes and the
write-off of certain unamortized debt issuance sost

The remaining $150.0 million floating ratenior notes contain covenants that among othegghlimit the issuance of additional
indebtedness, the incurrence of liens, the repsecbéstock, making certain investments, the paymedividends or other distributions,
distributions from certain subsidiaries, the sdlassets and subsidiary stock, transactions witledéés and consolidations, mergers and
transfers of assets. All of these limitations anzhfbitions, however, are subject to a number gfantant qualifications set forth in the
indenture.

Canadian Line of Credit

ADESA Canada has a C$8 million line of dtethe line of credit bears interest at a ratead¢p the Canadian prime rate plus 150 basis
points. There were no borrowings under the Canddiarof credit at December 31, 2012 or 2011. Thesee related letters of credit
outstanding totaling approximately C$1.2 milliorda®$2.2 million at December 31, 2012 and 2011,eetgely, which reduce credit available
under the Canadian line of credit, but do not dféeaounts available for borrowings under our reigj\credit facility. The line of credit is
guaranteed by certain ADESA Canada companies.

Future Principal Payments

At December 31, 2012, aggregate futurecad payments on long-term debt are as followsrillions):

2013 $ 43.7
2014 150.(
2015 12.€
2016 17.C
2017 1,601.(
Thereaftel 0

$ 1,824.
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Our derivative activities are initiated kit the guidelines of documented corporate riskagament policies. We do not enter into any
derivative transactions for speculative or tradinigposes.

Interest Rate Risk Manageme!

We are exposed to interest rate risk onvatable rate borrowings. Accordingly, interegerfluctuations affect the amount of interest
expense we are obligated to pay. In August 2011pwvehased three interest rate caps for approxiyndtel million with an aggregate notio
amount of $925 million to manage our exposure terest rate movements on our variable rate Ternm Boaredit facility when one-month
LIBOR exceeds 1.25%. The interest rate cap agreesneach had an effective date of August 16, 20Hleach mature on August 16, 2013.
The unamortized portion of the $1.1 million investrhis recorded in "Other current assets" or "O#ssets" on the consolidated balance shee
based on the remaining term of the investment,isbding amortized over the remaining life of theerest rate caps to interest expense. W
exposed to credit loss in the event of non-perforceay the counterparties; however, non-performasnet anticipated.

ASC 815 requires companies to recognizdeailative instruments as either assets or ligdsliat fair value in the balance sheet. In
accordance with ASC 815, we designated our inteaéstderivatives as cash flow hedges. The fairesabf the interest rate derivatives are
based on quoted market prices for similar instrusi@om commercial banks. The following table presehe fair value of our interest rate
derivatives included in the consolidated balan@ethfor the periods presented (millions):

Asset Derivatives Liability Derivatives
December 31
December 31, 201 2011 December 31, 201 December 31, 201
Balance Balance Balance Balance
Derivatives Designated as Hedging Instrumen  Sheet Fair Sheet  Fair Sheet Fair Sheet Fair
Under ASC 815 Location Value Location Value Location Value Location Value
Aggregate $925 million notional interest rate ¢ Other Other Other
current Other accrued accrued
assets $ 0 assets $ 1.C expense: $ O expensee $ O

The earnings impact of the interest ratévedéves designated as cash flow hedges is redarden the recognition of the interest relate
the hedged debt. Any ineffectiveness in the hedggfafionships is recognized in current earnindgeré was no significant ineffectiveness in
2012, 2011 or 2010. Unrealized gains or losseherirterest rate derivatives are included as a oot of "Accumulated other
comprehensive income." At December 31, 2012, thex®a net unrealized loss totaling $0.2 milliort, afdax benefits of $0.1 million. At
December 31, 2011, there was a net unrealizedtgeiling $0.1 million, net of tax benefits of lebsn $0.1 million. The following table
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presents the effect of the interest rate derivatime our statement of equity and consolidatedrsiatés of income for the periods presented (
millions):

Amount of Amount of
Gain / (Loss) Gain / (Loss)
Recognized in Reclassified
OClon Location of from Accumulated
Derivative Gain / (Loss) OCl into
(Effective Reclassified Income (Effective
Portion) from Portion)
Accumulated
Year Ended : Year Ended
December 31, OClinto Income December 31,
Derivatives in ASC 815 (Effective
Cash Flow Hedging Relationship: 2012 2011 Portion) 2012 2011
Aggregate $925 million notional intere Interest
rate cap: $ (05 $01 expense $ O $ 0
Interest
$650 million notional interest rate swa ~ N/A $ 2.1 expense N/A $ (18.6¢)
$250 million notional interest rate ca N/A $ 0.2 N/A N/A $ 0
* In connection with entering into the Credit Fagiiih May 2011, we de-designated our $650 milliotiowal interest rate

swap and entered into a swap termination agreerakatéd to our previous credit agreement. We pa#lSmillion to
settle and terminate the swap. As a result, theSdilion was reclassified from accumulated otbemprehensive
income to interest expense. Our $250 million natldnterest rate cap, related to our previous trEglieement, matured
on June 30, 201:

Concentrations of Credit Risk

Financial instruments that potentially ®dbjus to credit risk consist principally of intsréearing investments, finance receivables, trade
receivables and interest rate derivatives. We raairdash and cash equivalents, short-term investmand certain other financial instruments
with various major financial institutions. We pamio periodic evaluations of the relative credit stiag of these financial institutions and
companies and limit the amount of credit exposuith any one institution. Cash and cash equivalemiside interest-bearing investments with
maturities of three months or less. Due to theneadfiour business, substantially all trade andrfoe receivables are due from vehicle dealers
salvage buyers, institutional sellers and insuraeepanies. We have possession of vehicles or leefities collateralizing a significant porti
of the trade and finance receivables. The risk@ate with this concentration is limited due te thrge number of accounts and their
geographic dispersion. We monitor the creditworksof customers to which we grant credit ternthémnormal course of business. In the
event of nonperformance by counterparties to fir@mestruments we are exposed to credit-relatedds, but management believes this credi
risk is limited by periodically reviewing the crédorthiness of the counterparties to the transastio

Financial Instruments

The carrying amounts of trade receivalfilaance receivables, other current assets, accqaytble, accrued expenses and borrowings
under our short-term revolving line of credit féttéls approximate fair value because of the staritnature of those instruments.

The fair value of our notes receivableasedmined by calculating the present value of etquefuture cash receipts associated with these
instruments. The discount rate used is equivatetite
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current rate offered to us for notes of similar unisies. As of December 31, 2012, the fair valu@woff notes receivable approximated the
carrying value.

As of December 31, 2012 and 2011, the edichfair value of our long-term debt amounted1843.5 million and $1,831.0 million,
respectively. The estimates of fair value are basethe market prices for our publicly-traded debbf December 31, 2012 and 2011. The
estimates presented on long-term financial instntsare not necessarily indicative of the amoumds would be realized in a current market
exchange.

Note 13—Leasing Agreements

We lease property, computer equipment afttvare, automobiles, trucks and trailers, purstamperating lease agreements with terms
expiring through 2034. Some of the leases contiewal provisions upon the expiration of the ihigase term, as well as fair market value
purchase provisions. In accordance with ASC 84@ses rental expense is being recognized ratably dwetdase period, including those
leases containing escalation clauses. The defpodibn of the rent, for the leases containing kg clauses, is included in "Other
liabilities" on the consolidated balance sheet.

We also lease furniture, fixtures and emépt under capital leases. The economic substdribe teases is that we are financing the
purchase of furniture, fixtures and equipment tigtoleases and, accordingly, they are recordedsatsaand liabilities. The capital lease
liabilities are included in "Other accrued expetisasl "Other liabilities" on the consolidated balarsheet. Depreciation expense includes the
amortization of assets held under capital leasetl Tuture minimum lease payments for non-canbidlaperating and capital leases with
terms in excess of one year (excluding renewabpsjias of December 31, 2012 are as followsnfillions):

Operating Capital

Leases Leases

2013 $ 95.C $ 15t
2014 85. 12.1
2015 78.< 4.1
2016 71.1 0.4
2017 67.1 0
Thereaftel 536.¢ 0
$ 0933¢ $ 321

Less: interest portion of capital lea: 2.C
Total $ 30.1

Total lease expense for the years endeérleer 31, 2012, 2011 and 2010 was $96.1 milliof,Gnillion and $88.0 million,
respectively.
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The components of our income before inctames and the provision for income taxes are davisl(in millions):

Year Ended December 31

2012 2011 2010
Income before income taxe
Domestic $ 924 $ 26.C $ 31t
Foreign 59.2 64.C 65.C
Total $ 151€ $ 90.C $ 96.¢
Income tax expense (benefi
Current:
Federal $ 352z $ (135 $ (0.3
Foreign 21.¢ 26.4 24.€
State 6.2 8.4 5.2
Total current provisiol 63.2 21.c 29.t
Deferred:
Federal 0.8 4.3 7.8
Foreign (3.0 (4.4 (4.5
State (1.5) (3.9 (5.6
Total deferred provisio 3.7 (3.5 (2.3
Income tax expens $ 59¢€ $ 17¢ $ 27.:

The provision for income taxes was difféream the U.S. federal statutory rate applieditmome before taxes, and is reconciled as
follows:

Year Ended December 31

2012 2011 2010
Statutory rate 35.(% 35.(% 35.(%
State and local income taxes, 2.5% 1.2% 2.€%
Reserves for tax exposut 1.2% (18.5% (0.7)%
Valuation allowance revers (3.)% 0% (3.9%
International operatior 0% 0.5% (5.1)%
Stoclk-based compensatic 3.(% 0% 0.5%
Other, ne 0.7% 1.6% (0.39%
Effective rate 39.2% 19.6% 28.1%

During 2012, the effective tax rate bemefifrom the recognition of previously unrecognidederred tax assets related to foreign tax
credits and state net operating losses. During 2b&leffective rate benefited from the reversé18.6 million in tax reserves for uncertain
positions due to the expiration of certain statftBmitations. During 2010, the effective rate leéited from lower tax rates in state and foreign
jurisdictions, the release of tax reserves for tage tax positions due |
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the expiration of certain statute of limitationsdahe recognition of previously unrecognized defériax assets related to state net operating
losses.

Deferred income taxes reflect the net féects of temporary differences between the cagymount of assets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. We believe that it is more likelynthat that results of future operations will
generate sufficient taxable income to realize thedeferred tax assets.

Deferred tax assets (liabilities) are coisga of the following at December 3in(millions):

2012 2011
Gross deferred tax asse
Allowances for trade and finance receivalt $ 51 % 5.¢
Accruals and liabilitie: 34.C 32.2
Employee benefits and compensat 36.¢ 32.1
Interest rate ca 0.1 (0.2)
Net operating loss carryforwar 39.¢ 47.¢
Investment basis differen: 1.7 2.1
Foreign tax credi 3.4 2.C
Other 3.2 2.7
Total deferred tax asse 124.1 1247
Deferred tax asset valuation allowal (12.€) (13.2)
Total 111.¢ 111.¢
Gross deferred tax liabilitie
Property and equipme (55.]) (31.0
Goodwill and intangible asse (337.9) (365.9)
Other (2.3 (1.2
Total (394.79) (397.9
Net deferred tax liabilitie $ (28320 $ (286.9)

The gross tax benefit from state and fddertoperating loss carryforwards expires as feddin millions):

2013 $ 04
2014 0.2
2015 0.8
2016 2
2017 0.2
2018 to 203: 37.¢

$ 39.¢
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Permanently reinvested undistributed egsof our foreign subsidiaries were approximatdl3%7 million at December 31, 2012.
Because these amounts have been or will be perrianeinvested in properties and working capitad, mave not recorded the deferred taxes
associated with these earnings. If the undistribegrnings of foreign subsidiaries were to be remjttax expense would need to be recogr
at the U.S. statutory rate, net of any applicabieifn tax credits. It is not practical for us &temine the additional tax that would be incurrec
upon remittance of these earnings.

We made federal income tax payments, négderal income tax refunds, of $34.6 million, $tilion and $5.3 million in 2012, 2011 a
2010, respectively. State and foreign income tg@eds by us, net of refunds, totaled $30.7 milli$86.2 million and $31.0 million in 2012,
2011 and 2010, respectively.

We apply the provisions of ASC 748¢come TaxesASC 740 clarifies the accounting and reportinguiocertainty in income taxes
recognized in an enterprise's financial statemdifitase provisions prescribe a comprehensive modéhé financial statement recognition,
measurement, presentation and disclosure of umtéatapositions taken or expected to be takemoaome tax returns.

A reconciliation of the beginning and erglaimount of unrecognized tax benefits is as follgmsmillions):

December 31

2012 2011
Balance at beginning of perit $ 174 $ 25.¢
Increase in tax positions related to acquisiti 0 8.€
Increase in prior year tax positio 2.1 1.1
Decrease in prior year tax positic (0.7) (0.2
Increase in current year tax positic .C 1.2
Settlement: (0.3 (0.7
Lapse in statute of limitatior (0.9 (18.€)
Balance at end of peric $ 192 § 17«

The total amount of unrecognized tax baséfiat, if recognized, would affect our effecttes rate was $11.2 million and $9.5 million at
December 31, 2012 and 2011, respectively.

We record interest and penalties associatttdthe uncertain tax positions within our prawgis for income taxes on the income statement
We had reserves totaling $4.6 million and $4.2iomilin 2012 and 2011, respectively, associated imitrest and penalties, net of tax.

The provision for income taxes involves mgement judgment regarding interpretation of reievacts and laws in the jurisdictions in
which the Company operates. Future changes incatyé laws, projected levels of taxable incometamrglanning could change the effective
tax rate and tax balances recorded by us. In addit).S. and not).S. tax authorities periodically review income teturns filed by us and c
raise issues regarding our filing positions, timargl amount of income or deductions and the alimecatf income among the jurisdictions in
which we operate. A significant period of time megpse between the filing of an income tax returth the ultimate resolution of an
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issue raised by a revenue authority with respetttabreturn. In the normal course of business meesabject to examination by taxing
authorities in the U.S., Canada, Australia and Mexin general, the examination of our materialretarns is completed for the years prior to
2006.

Based on the potential outcome of the Caomisaax examinations and the expiration of theuseof limitations for specific jurisdictions,
it is reasonably possible that the currently reimgiunrecognized tax benefits will change withie tiext 12 months. The associated net tax
impact on the reserve balance is estimated to beinange of a $0.7 to $2.0 million decrease.

Note 15—Employee Benefit Plans
401(k) Plan

We maintain a defined contribution 401(lgrmpthat covers substantially all U.S. employeesti€ipants are generally allowed to make
non-forfeitable contributions up to the annual IRSts. In 2010 and 2011, the Company matched 56que of participant contributions up to
4 percent. Effective January 1, 2012, we beganatrim100 percent of the amounts contributed by ewditiidual participant up to 4 percent of
the participant's compensation. Participants afepHdcent vested in the Company's contributionstii@years ended December 31, 2012,
2011 and 2010 we contributed $7.7 million, $3.4lioriland $3.2 million, respectively.

Postretirement Benefit

IAA assumed the obligation for certain lie@lare and death benefits for the retired employpédInderwriters Salvage Company ("USC")
in connection with the acquisition of the capitimck of USC in 1994.

We apply the applicable provisions of ASI5,Compensation-Retirement Benefithe guidance requires employers to recognize the
over funded or under funded status of a define@titgmostretirement plan as an asset or liabilityt$ statement of financial position and to
recognize changes in that funded status in theigeahich the changes occur through comprehensieeme. ASC 715 also requires an
employer to measure the funded status of a plafi thie date of its year-end statement of finanptaition, with limited exceptions.

The net liability recognized in the balasteet at December 31, 2012 and 2011 was $0.4millihe amounts recognized as a charge
against accumulated other comprehensive incomeeg¢mber 31, 2012 and 2011 were $0.3 million.

Effective January 20, 1994, the date ofUl$€ acquisition, IAA discontinued future partidiipa for active employees. The contribution
for 2013 is not expected to exceed $0.1 million.
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We are involved in litigation and dispugessing in the ordinary course of business, sucictions related to injuries; property damage;
handling, storage or disposal of vehicles; envirental laws and regulations; and other litigatiozidental to the business such as employmer
matters and dealer disputes. Management constukeikélihood of loss or the incurrence of a ligilas well as the ability to reasonably
estimate the amount of loss, in determining losgingencies. We accrue an estimated loss contilygehen it is probable that a liability has
been incurred and the amount of loss (or rang®séiple losses) can be reasonably estimated. Mareadeegularly evaluates current
information available to determine whether accambunts should be adjusted. Accruals for continigsrincluding litigation and
environmental matters are included in "Other aatrexpenses” at undiscounted amounts and excluihesclar recoveries from insurance or
other third parties. These accruals are adjustaddieally as assessment and remediation effodgness, or as additional technical or legal
information becomes available. If the amount ohatual loss is greater than the amount accruesicthild have an adverse impact on our
operating results in that period. Legal fees apeased as incurred.

We have accrued, as appropriate, for enwiental remediation costs anticipated to be incuatecertain of our auction facilities.
Liabilities for environmental matters included i@ther accrued expenses" were $0.2 million and B0llibn at December 31, 2012 and
December 31, 2011, respectively. No amounts haga hecrued as receivables for potential reimburaeorerecoveries to offset this liability.

We store a significant number of vehiclesed by various customers that are consigned to be auctioned. We are contingently liable
for each consigned vehicle until the eventual salether disposition, subject to certain naturabdier exceptions. Individual stop loss and
aggregate insurance coverage is maintained orotig@gned vehicles. These consigned vehicles armcloted in the consolidated balance
sheets.

In the normal course of business, we afgeranto various other guarantees and indemriitiesir relationships with suppliers, service
providers, customers and others. These guarantees@emnifications do not materially impact ouvaincial condition or results of operations,
but indemnifications associated with our actionsegelly have no dollar limitations and currentiynoat be quantified.

As noted above, we are involved in litigatand disputes arising in the ordinary courseusiriess, such as actions related to injuries;
property damage; handling, storage or disposaéhfcles; environmental laws and regulations; ahémlitigation incidental to the business
such as employment matters and dealer disputeh.|Bigation is generally not, in the opinion of negement, likely to have a material adve
effect on our financial condition, results of ogaras or cash flows. Legal and regulatory procegslwhich could be material are discussed
below.

IAA—Lower Duwamish Waterway

On March 25, 2008, the United States Emvitental Protection Agency, or the "EPA," issuedeaé&al Notice of Potential Liability, or
"General Notice," pursuant to Section 107(a), aRbgquest for Information pursuant to Section 104tehe Comprehensive Environmental
Response, Compensation, and Liability Act, or "CEERCto IAA for a Superfund site known as the Lower
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Duwamish Waterway Superfund Site ("LDW Site") ira8ke, Washington. On November 7, 2012, the EPAedsa Second General Notice of
Potential Liability, or "Second General Notice,"l#oA for the LDW Site. Since 2004, IAA has operatthranch on property it leases in
Tukwila, Washington, which is located adjacentte LDW Site. The LDW Site was identified as a Séyd site in 2001, three years before
IAA began leasing the branch in Tukwila. At thi:ié, the EPA has not demanded that IAA pay any fendake any action apart from
responding to the Section 104(e) Information Regudse EPA's website indicates that the EPA hasgsotice letters to approximately 111
entities, and has issued Section 104(e) Requestsit® than 300 entities. Four Potentially Respdedtarties, or "PRPs," The Boeing
Company, the City of Seattle, the Port of Seattie king County, have funded a remedial investigatiod feasibility study of the LDW Site,
but the EPA has not yet issued a plan for remetjatie site. IAA is aware that certain authoritigsgy bring natural resource damage claims
against PRPs. In the General Notice and Secondr@lexetice, the EPA informed IAA that the EPA beks IAA may be a PRP, but the EPA
has not specified the factual basis for this agserAt this time, the Company does not have adggudormation to determine IAA's
responsibility for contamination at this site, ifya or to estimate 1AA's loss as a result of thogeptial liability.

In addition, the Washington State Departnoéftcology is working with the EPA in relation tiee LDW Site, primarily to investigate and
address sources of potential contamination corttriguo the LDW Site. The current Tukwila propeayner, the former Tukwila property
owner and IAA have had discussions with the Wagbimtate Department of Ecology concerning possbiece control obligations,
including an investigation of the water and soiigeging the stormwater system, an analysis of thece of any contamination identified within
the system and possible repairs and upgrades gidhawater capture and filtration system. In 20A1 submitted results of its stormwater
system investigation to comply with the Washing&iate Department of Ecology source control requéneisi Additional source control
obligations, if any, are not expected to have eentadverse effect on future recurring operatiosts.

Note 17—Accumulated Other Comprehensive Income
Accumulated other comprehensive income istets of the following {(n millions):

December 31

2012 2011
Foreign currency translation ge $ 351 $ 27.¢
Unrealized gain (loss) on interest rate derivatives of tax (0.2 0.1
Unrealized gain on postretirement benefit obligatizet of ta> 0.2 0.2
Accumulated other comprehensive inco $ 351 $ 28.1

Note 18—Related Party Transactions
Financial Advisory Agreements

The Equity Sponsors own the controllingiest in KAR LLC. We pay the Equity Sponsors traaxgbenses related to KAR Auction
Services, pursuant to the terms contained in trenfiial advisory
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agreements. We paid the Equity Sponsors approxiynd®el million, $0.1 million and $0.2 million fdravel expenses for the years ended
December 31, 2012, 2011 and 2010, respectively.

Additionally, the financial advisory agreents provide that KAR Auction Services indemnife tquity Sponsors and their respective
officers, directors, partners, employees, agendscantrol persons (as such term is used in therBiesuAct and the rules and regulations
thereunder) against any and all claims, losse®apdnses as incurred arising in connection withrieeger and the transactions contemplated
by the merger agreement (including the financinthefmerger) entered into in connection with th@220ransactions.

Registration Rights Agreemet

Pursuant to a registration rights agreersatered into in connection with the 2007 Transastj KAR LLC caused us to file a registration
statement (Registration No. 333-174038) under grufities Act. In December 2012, pursuant to tlgisteation statement, KAR LLC sold
15,525,000 of its shares in KAR Auction Service® Wecurred expenses of $0.6 million related to ssalh and we received no proceeds from
the sale. After such sale, as of December 31, 2iffilates of the Equity Sponsors, other equityimeestors and members of our managemen
held approximately 67% of our outstanding commaelstirectly or indirectly through their investmentK AR LLC.

Note 19—Segment Information

ASC 280Segment Reportingrequires reporting of segment information thataasistent with the manner in which the chief agiag
decision maker operates and views the Companyofenations are grouped into three operating segimABESA Auctions, IAA and AFC,
which also serve as our reportable business segméahe of our operating segments have been aggteaour segment reporting. These
reportable business segments offer different sesvémd have fundamental differences in their ojpersit

ADESA Auctions encompasses all physical amithe wholesale auctions throughout North Ame(ldeS., Canada and Mexico). ADESA
Auctions relates to used vehicle remarketing, idiclg auction services, remarketing, or make readyiges and all are interrelated, synergistic
elements along the auto remarketing chain.

IAA encompasses all salvage auctions tiiougNorth America (U.S. and Canada). IAA providesirance companies and other vehicle
suppliers cost-effective salvage processing saisticncluding selling total loss and recoveredttkiehicles. As such, I1AA relates to total loss
vehicle remarketing, including auction servicespaeketing, or make ready services. All are intexesd, synergistic elements along the total
loss vehicle remarketing chain.

AFC is primarily engaged in the businesprafviding short-term, inventory-secured financingndependent, used vehicle dealers. AFC
also includes other businesses and ventures thatmdy enter into, focusing on providing independesgd vehicle dealer customers with
other related services and products. AFC condugtBbss primarily at or near wholesale used velaigttions in the U.S. and Canada.
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The holding company is maintained sepaydteim the three reportable segments and inclugpsereses associated with the corporate
office, such as salaries, benefits, and travelscimstthe corporate management team, certain huesmurces, information technology and
accounting costs, and certain insurance, treatggl and risk management costs. Holding compateyest expense includes the interest
expense incurred on the corporate debt structnterdompany charges relate primarily to interesinbercompany debt or receivables and

certain administrative costs allocated by the gdiompany.

Financial information regarding our repbtéasegments is set forth below for the year emdlecEmber 31, 201@n millions):

ADESA Holding
Auctions 1AA AFC Company Consolidated
Operating revenue $ 1,053¢ $ 7161 $ 1938 % 0 $ 1,963
Operating expenst
Cost of services (exclusive of
depreciation and amortizatio 595.7 449.* 41.¢ 0 1,087.:
Selling, general and
administrative 249.: 69.¢ 21.c 78.7 419.1
Depreciation and
amortization 96.¢ 68.1 23.c 1.¢ 190.Z
Total operating expens 941.¢ 587.¢ 86.5 80.¢€ 1,696.¢
Operating profit (loss 111.€ 128.5 107.: (80.6€) 267.(
Interest expens 1.1 1.4 15.C 101.¢ 119.
Other (income) expense, r (2.6) (1.2 0 (0.2 4.0
Intercompany expense (incorr 60.2 38.2 (17.9 (80.7) 0
Income (loss) before income tax 52.¢ 90.2 110.1 (101.¢ 151.€
Income taxe: 14.t 33.7 46.C (34.¢) 59.¢
Net income (loss $ 384 % 56E $ 641 % (67.0 % 92.C
Assets $ 2,270.0 $ 1,228.¢ $ 1,386.! 36.6 $ 4,922
Capital expenditure $ 424 $ 475 % 7C $ 5.2 102.(
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Financial information regarding our repbtéasegments is set forth below for the year emdlecEmber 31, 201(n millions):

ADESA Holding
Auctions 1AA AFC Company Consolidated
Operating revenue $ 1,017« $ 7001 $ 168.6 $ 0 $ 1,886.
Operating expenst
Cost of services (exclusive of
depreciation and amortizatio 582.: 415.: 37.€ 0 1,035.:
Selling, general and
administrative 219.¢ 82.c 22.1 65.4 389.4
Depreciation and
amortization 88.1 65.¢ 24.7 1.2 179.¢
Total operating expens 890.( 563.¢ 84.¢ 66.€ 1,604..
Operating profit (loss 127.¢ 136.% 84.4 (66.€) 281.¢
Interest expens 1.C 2.1 12.C 128.( 143.1
Other (income) expense, r 0.2 (5.9 0 0.2 4.7
Loss on extinguishment of de 0 0 0 53.t 53.t
Intercompany expense (incorr 52.¢ 38.2 (14.9 (76.9) 0
Income (loss) before income tax 73.71 101.¢ 86.¢ (172.9) 90.C
Income taxe: 17.¢ 36.1 29.€ (65.¢) 17.¢
Net income (loss $ 558 $ 655 $ 572 $ (106.9) $ 72.2
Assets $ 2281.. $ 1,177, $ 1,282 $ 37 $ 4,779.
Capital expenditure $ 455 $ 34 9 57 $ 0 % 85.¢
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Financial information regarding our repbtéasegments is set forth below for the year emdlecEmber 31, 2010n millions):

ADESA Holding
Auctions 1AA AFC Company Consolidated
Operating revenue $ 1,075.¢ $ 6102 $ 136.%1 $ 0 $ 1,822:¢
Operating expenst
Cost of services (exclusive of
depreciation and amortizatio 611.2 362.( 34.1 0 1,007.:
Selling, general and
administrative 211.¢ 78.¢ 20.€ 63.¢ 375.2
Depreciation and
amortization 86.¢ 58.¢ 25.C 0.t 171.%
Total operating expens 910.( 499.¢ 79.7 64.2 1,553.¢
Operating profit (loss 165.¢ 110.¢ 56.¢€ (64.3) 268.¢
Interest expens 0.¢ 2.2 7.2 131.C 141.¢
Other (income) expense, r (2.0 (1.9 1.€ (1.9 2.0
Loss on extinguishment of de 0 0 0 32.7 32.7
Intercompany expense (incorr 42.: 38.2 (11.9) (68.¢) 0
Income (loss) before income tax 123.5 71.2 59.t (157.9 96.¢
Income taxe: 43.€ 26.1 21.1 (64.2) 27.2
Net income (loss $ 801 $ 447 $ 384 % (936 % 69.€
Assets $ 2,036« $ 1,188.¢ $ 1,171 $ 128.( $ 4,525.(
Capital expenditure $ 44 $ 34: % 02 $ 0 % 78.¢

Geographic Information

Most of our operations outside the U.S.iar€@anada. Information regarding the geographéasiof our operations is set forth bel@m
millions):

Year Ended December 31

2012 2011 2010
Operating revenues
u.s. $ 1,645¢ $ 1,563.¢ $ 1,500.:
Foreign 317.t 322.¢ 322.:

$ 1,963« $ 1,886.0 $ 1,822.¢
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December 31

2012 2011
Long-lived assets
u.s. $ 3,097.0 $ 3,158.
Foreign 243.¢ 247.%

$ 3,340.¢ $ 3,405.¢

No single customer accounted for more tearpercent of our total revenues.
Note 20—Quarterly Financial Data (Unaudited)
Information for any one quarterly periochi® necessarily indicative of the results that lhayexpected for the year.
2012 Quarter Ended March 31 June 30 Sept. 30 Dec. 31

Operating revenue $ 506.¢ $ 487.¢ $ 474.¢ $ 493.]

Operating expenst
Cost of services (exclusive of depreciation and

amortization) 269.¢ 263.2 264.1 290.¢
Selling, general, and administrative exper 114.1 103.t 102.: 99.7
Depreciation and amortizatic 48.€ 48.C 46.¢ 46.¢
Total operating expens 432.] 414, 413.2 436.¢
Operating profit 74.¢ 73.2 61.7 57.2
Interest expens 30.2 29.€ 29.€ 29.€
Other (income) expense, r 0.1 (0.5 (1.2 (2.9
Income before income tax 44.4 441 33.C 30.1
Income taxe: 18.4 20.2 13.¢ 7.2
Net income $ 260 $ 23¢ $ 192 $ 22¢
Basic net income per share of common s $ 01¢ $ 01¢ $ 014 $ 0.17
Diluted net income per share of common st $ 01¢ $ 017 $ 014 $ O0.1€
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2011 Quarter Ended March 31 June 30 Sept. 30 Dec. 31
Operating revenue $ 4847 $ 4727 $ 449.1 $ 479.¢
Operating expenst
Cost of services (exclusive of depreciation and
amortization) 264.t 254.¢ 247 . 269.(
Selling, general, and administrative exper 102.5 99.4 80.4 106.¢
Depreciation and amortizatic 441 43.€ 43.¢ 48.2
Total operating expens 411.2 397.¢ 371.t 4242
Operating profit 73.4 75.% 77.€ 55.€
Interest expens 33.2 497 29.4 30.€
Other (income) expense, r (0.6) (6.7) 1.3 1.3
Loss on extinguishment of de 0 53.t 0 0
Income (loss) before income tax 40.¢ (21.2) 46.€ 23.t
Income taxe: 1.C (6.9 14.7 9.C
Net income (loss $ 398 $ (149 $ 322 $ 14k
Basic net income (loss) per share of common $ 02¢ $ (0.1) $ 024 $ 0.11
Diluted net income (loss) per share of common s $ 02¢ $ (0.1) $ 0.28 $ 0.11

Note 21—Supplemental Guarantor Information

Our obligations related to the floatingeraenior notes are guaranteed on a full, uncomdikigoint and several basis by certain direct and
indirect present and future domestic subsidiatias (Guarantor Subsidiaries"). AFC Funding Corporatind all of our foreign subsidiaries
not guarantors (the "Non-Guarantor SubsidiarieRig following financial information sets forth, ancondensed consolidating basis, the
balance sheets, statements of income, statemeoatsngfrehensive income and statements of cash flawhe periods indicated for KAR
Auction Services, the Guarantor Subsidiaries, the-Suarantor Subsidiaries and the eliminationgiiweat KAR Auction Services on a
consolidated basis.

The condensed consolidating financial stat&s are provided as an alternative to filing seafinancial statements of the Guarantor
Subsidiaries. The condensed consolidating finarstéements should be read in conjunction withcomsolidated financial statements and
notes thereto.
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Condensed Consolidating Statement of Income
For the Year Ended December 31, 2012

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Operating revenue $ 0 $ 14817 $ 481.7 $ 0 $ 1,963.
Operating expenst
Cost of services (exclusive of
depreciation and amortizatic 0 931.t 155.€ 0 1,087.:
Selling, general and
administrative 16.4 341.¢ 60.¢ 0 419.1
Depreciation and amortizatic 0 167.4 22.¢ 0 190.2
Total operating expens 16.4 1,440.° 239.c 0 1,696.
Operating profit (loss (16.9 41.C 242.¢ 0 267.(
Interest expens 46.C 55.¢ 17.t 0 119.
Other (income) expense, r 0 (1.8 (2.2 0 (4.0
Intercompany expense (incorr 0 (17.9 17.¢ 0 0
Income (loss) before income tax (62.9 4.7 209.: 0 151.¢
Income taxe: (22.0 6.3 75.5 0 59.¢
Net income (loss $ (40.9) $ ae $ 134.C $ 0 $ 92«
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Condensed Consolidating Statement of Income
For the Year Ended December 31, 2011

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Operating revenue $ 0 $ 1423¢ $ 462.5 $ 0 $ 1,886.:

Operating expenst
Cost of services (exclusive ol
depreciation and

amortization) 0 876.( 159.2 0 1,035.:
Selling, general and
administrative 4.3 330.1 55.C 0 389.¢
Depreciation and amortizatic 0 155.¢ 24.F 0 179.¢
Total operating expens 4.3 1,361. 238.7 0 1,604.
Operating profit (loss 4.3 62.4 223.¢ 0 281.¢
Interest expens 69.5 59.4 14.2 0 143.]
Other (income) expense, r 0 (3.0 1.7 0 (4.7)
Loss on extinguishment of de 53.t 0 0 0 53.t
Intercompany expense (incorr 0 (17.7) 17.1 0 0
Income (loss) before income ta: (127.9) 23.1 194.2 0 90.(
Income taxe: (48.¢) (1.5 68.1 0 17.¢
Net income (loss $ (785 % 24€ $ 126.1 $ 0 % 72.2
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Condensed Consolidating Statement of Income
For the Year Ended December 31, 2010

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Operating revenue $ 0 $ 1,389.¢ $ 432.¢ $ 0 $ 1,822
Operating expenst
Cost of services (exclusive ol
depreciation and
amortization) 0 847.( 160.: 0 1,007.:
Selling, general and
administrative 5.1 321.¢ 48.2 0 375.2
Depreciation and amortizatic 0 147.5 23.€ 0 171.:
Total operating expens 5.1 1,316.¢ 232.1 0 1,553.¢
Operating profit (loss (5.0 73.2 200.7 0 268.¢
Interest expens 70.7 58.€ 12.1 0 141.¢
Other (income) expense, r 0 1.2 0.9 0 (2.1
Loss on extinguishment of de 32.7 0 0 0 327
Intercompany expense (incorr 0 (17.9 17.¢ 0 0
Income (loss) before income ta: (108.5 33.7 171.€ 0 96.¢
Income taxe: (44.7) 10.t 60.¢& 0 27.2
Net income (loss $ (649 $ 23z $ 110.¢ $ 0 % 69.€
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Condensed Consolidating Statement of Comprehensiviecome (Loss)
For the Year Ended December 31, 2012

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net income (loss $ (40.9) $ (1.€) $ 134.C $ 0 $ 92.C
Other comprehensive income (lo
Foreign currency translation gz 0 0 7.3 0 7.3
Unrealized gain (loss) on interest
rate deriviatives, net of te (0.9 0 0 0 (0.3
Total other comprehensive income
(loss) (0.9 0 7.3 0 7.C
Comprehensive income (los $ (40.7) $ (1.6 $ 1412 $ 0 $ 99.c
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Condensed Consolidating Statement of Comprehensiviecome (Loss)
For the Year Ended December 31, 2011

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net income (loss $ (78.5) $ 24¢€ $ 126.1 $ 0 $ 722
Other comprehensive income (lo
Foreign currency translation gain
(loss) 0 0 (9.0 0 (9.0
Unrealized gain (loss) on interest
rate deriviatives, net of te 1.€ 0 0 0 1.€
Early termination of swap
agreement, net of te 9.C 0 0 0 9.C
Total other comprehensive income
(loss) 10.€ 0 (9.0 0 1.€
Comprehensive income (los $ (67.9 $ 24€ % 117.1 $ 0 $ 73
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Condensed Consolidating Statement of Comprehensiviecome (Loss)
For the Year Ended December 31, 2010

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net income (loss $ (64.9) $ 232 $ 110.¢ $ 0 $ 69.€
Other comprehensive income (lo
Foreign currency translation
gain 0 0 12.C 0 12.C
Unrealized gain (loss) on interest
rate deriviatives, net of te (4.¢) 0 0 0 (4.9
Unrealized loss on postretiremen
benefit obligation 0 (0.7 0 0 (0.7)
Total other comprehensive income
(loss) (4.9 0.7 12.C 0 7.1
Comprehensive income (los $ (69.2) $ 231 % 122.¢ $ 0 $ 76.7

126




Table of Contents

KAR Auction Services, Inc.

Notes to Consolidated Financial Statements (Contirad)

December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Assets

Current asset:

Cash and cash equivalel

Restricted cas

Trade receivables, net of
allowances

Finance receivables, net of
allowances

Deferred income tax asse

Other current asse

Total current asse

Other assets

Investments in and advances t
affiliates, nel

Goodwill

Customer relationships, net of
accumulated amortizatic

Other intangible assets, net of
accumulated amortizatic

Unamortized debt issuance ca

Other asset

Total other asse

Property and equipment, net o
accumulated depreciatic

Total asset

Condensed Consolidating Balance Sheet
As of December 31, 2012

(In millions)
Non- Eliminations
Guarantor Guarantor and

Parent Subsidiaries Subsidiaries Adjustments Total
$ 0 $ 70.7 $ 38.C $ 0 $ 108.7
0 0 11.¢ 0 11.€
0 300.2 62.2 (20.0) 342.¢
0 8.2 988.( 0 996.-
0.1 35.5 0 0 35.4
1.8 75.€ 9.2 0 86.¢
1.¢ 490. 1,109. (20.0  1,581.
2,387.t 360.: 202.i (2,950.9 0
0 1,674, 4.C 0 1,679.¢
0 520.4 98.t 0 618.¢
0 304.¢ 0.€ 0 305.2
21.¢ 0 3.1 0 24.¢
0 10.€ 0.7 0 11.¢
2,409.: 2,870.] 310.7 (2,950.9 2,640.:
0 565.( 135.7 0 700.7
$ 24117 $ 3925¢ $ 1555 $ (2,970 $ 4,922
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Balance Sheet
As of December 31, 2012

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total

Liabilities and Stockholders'

Equity
Current liabilities
Accounts payabl $ 0% 379.C $ 29.F % (19.9 $ 388.c
Accrued employee benefits an

compensation expens 0 56.1 7.4 0 63.t
Accrued interes 1.4 0 0.2 0 1.€
Other accrued expens 0 63.¢ 12.C 0 75.¢
Income taxes payab 0 0.€ 0 0 0.€
Obligations collateralized by

finance receivable 0 0 713.8 0 713.:
Current maturities of long-term

debt 43.7 0 0 0 43.7

Total current liabilities 45.1 499.t 762.2 (19.9 1,286.¢
Non-current liabilities
Investments by and advances

from affiliates, ne 178.% 0 0 (178.%) 0
Long-term debi 953.1 821.t 0 0 1,774.¢
Deferred income tax liabilitie 0 297.% 21.c 0 318.¢
Other liabilities 0 80.€ 17.¢ 0 98.t

Total nor-current liabilities 1,131.¢ 1,199.¢ 39.2 (178.%) 2,191.°
Commitments and contingenci
Stockholders' equity

Total stockholders' equi 1,234.: 2,227.( 754.¢ (2,771.9 1,443,
Total liabilities and stockholdel

equity $ 24112 $ 3,925¢ $ 1555 $ (2,970.0) $ 4,922
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Balance Sheet
As of December 31, 2011

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total

Assets
Current asset:
Cash and cash equivale $ 0% 68.2 $ 29.1 $ 0 % 97.
Restricted cas 0 0 8.2 0 8.2
Trade receivables, net of

allowances 0 256.¢ 59.4 (18.¢) 297.¢
Finance receivables, net of

allowances 0 5.5 868.7 0 874.:
Deferred income tax asse 0 37.5 0 0 37.F
Other current asse 1.t 49.¢ 7.1 0 58.t

Total current asse iz 418.( 972.t (18.¢) 1,373.:
Other assets
Investments in and advances t

affiliates, nel 2,475.! 285k 130.¢ (2,891.9 0
Goodwill 0 1,674.¢ 4.7 0 1,679.!
Customer relationships, net of

accumulated amortizatic 0 588.¢ 105.4 0 694.(
Other intangible assets, net of

accumulated amortizatic 0 301.4 4.t 0 305.¢
Unamortized debt issuance ca 23.F 0 5.1 0 28.¢
Other asset 1.C 9.6 0.€ 0 11.2

Total other asse 2,500.( 2,859.¢ 251.1 (2,891.9 2,719.;
Property and equipment, net o

accumulated depreciatic 0 555.¢ 131.: 0 686.1
Total asset $ 2501 $ 38335 $ 1,354¢ $ (2,910.0 $ 4,779..
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Balance Sheet
As of December 31, 2011

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total

Liabilities and Stockholders'

Equity
Current liabilities
Accounts payabl $ 0% 351.7 $ 34.¢ % (18.¢ $ 367.¢
Accrued employee benefits an

compensation expens 0 52.¢ 4.¢ 0 57.1
Accrued interes 2.1 0 0.2 0 2.8
Other accrued expens 0.4 61.t 9.¢ 0 717
Income taxes payab 0 0.5 0 0 0.t
Obligations collateralized by

finance receivable 0 0 610.: 0 610.:
Current maturities of long-term

debt 85.¢ 0 0 0 85.¢

Total current liabilities 88.4 466.5 660.1 (18.9) 1,196.:
Non-current liabilities
Investments by and advances

from affiliates, ne 119.¢ 0 0 (119.9 0
Long-term debi 995.¢ 821.t 0 0 1,816.¢
Deferred income tax liabilitie 0 300.2 23.7 0 323.¢
Other liabilities 0 82.4 16.5 0 98.¢

Total nor-current liabilities 1,115. 1,204.: 40.z (119.9 2,239."
Commitments and contingenci
Stockholders' equity

Total stockholders' equi 1,297.¢ 2,162." 654.¢ (2,771.9 1,343..
Total liabilities and stockholdel

equity $ 2501 $ 3,833 % 1,354¢ $ (2,910. $ 4,779..
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)

December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Statement of Cash Flows
For the Year Ended December 31, 2012

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net cash (used by) provided b
operating activities $ 112.C $ 131.C $ 472 $ 0 $ 290.c
Investing activities
Net decrease (increase) in finar
receivables held for investme 0 (2.9 (123.6) 0 (126.5
Acquisition of businesses, net ¢
cash acquire 0 (1.7 0 0 (1.7
Purchases of property, equipme
and computer softwal 0 (93.]) (8.9 0 (102.0
Proceeds from the sale of prop¢
and equipmer 0 5.7 0 0 5.7
(Increase) decrease in restricte
cash 0 0 3.7 0 (3.7
Net cash (used by) provided b
investing activities 0 (91.9 (136.9) 0 (227.¢
Financing activities
Net increase (decrease) in bool
overdrafts 0 (19.2) (4.9 0 (24.7)
Net increase (decrease) in
borrowings from lines of cred (68.9) 0 0 0 (68.9)
Net increase (decrease) in
obligations collateralized by
finance receivable 0 0 101.1 0 101.1
Payments for debt issuance
costs/amendmen (3.9 0 0 0 (3.9
Payments on lor-term debt (17.0 0 0 0 (17.0
Payments on capital leas 0 (13.9 (0.5 0 (13.9
Payments of contingent
consideration and deferred
acquisition cost 0 (5.6 0 0 (5.6)
Issuance of common stock und
stock plans 3.3 0 0 0 3.3
Excess tax benefits from stock-
based compensatic 0 1.C 0 0 1.C
Dividends paid to
stockholders (26.0 0 0 0 (26.0
Net cash provided by (used by
financing activities (112.0 (37.2) 95.7 0 (53.5
Effect of exchange rate changes «
cash 0 0 2.2 0 2.2
Net increase (decrease) in cas
and cash equivalents 0 2.4 8.¢ 0 11.2
Cash and cash equivalents at
beginning of periot 0 68.2 29.1 0 97.4
Cash and cash equivalents at enc
period $ 0% 70.7 $ 38.C % 0 $ 108.7
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Statement of Cash Flows
For the Year Ended December 31, 2011

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net cash (used by) provided b
operating activities $ 12¢& % 251.¢ $ 411 $ 0 $ 305.¢
Investing activities
Net decrease (increase) in
finance receivables held for
investmen 0 2.2 (122.9) 0 (120.))
Acquisition of businesses, ne!
of cash acquire 0 (214.¢ 0 0 (214.¢
Purchases of property,
equipment and computer
software 0 (83.6 (2.2 0 (85.¢)
Proceeds from the sale of
property, equipment and
computer softwar 0 0.2 0 0 0.2
Decrease (increase) in restric
cash 0 0 0.4 0 0.4
Net cash (used by) provided b
investing activities 0 (295.9) (124.7) 0 (419.9
Financing activities
Net (decrease) increase in ba
overdrafts 0 28.1 4.4 0 32t
Net (decrease) increase in
borrowings from lines of
credit 68.¢ 0 0] 0 68.¢
Net increase in obligations
collateralized by finance
receivables 0 0 90.2 0 90.z
Proceeds from lor-term debt 1,691.! 0 0] 0 1,691.t
Payments for debt issuance
costs/amendmen (24.9) (5.2 (1.7 0 (30.6)
Payments on lor-term debt (1,153.) 0 0 0 (1,153.)
Payments for early
extinguishment of det (600.7%) 0 0 0 (600.7%)
Payments on capital leas 0 (8.0 (0.5 0 (8.5
Payments of contingent
consideration and deferred
acquisition cost 0 (3.9 0 0 (3.9
Initial net investment for
interest rate car (1.2 0 0 0 (1.2
Issuance of common stock
under stock plan 6.C 0 0 0 6.C
Excess tax benefits from stoc
based compensatic 0 1.8 0] 0 1.8
Net cash (used by) provided b
financing activities (12.9) 12.¢ 93.C 0 93.C
Effect of exchange rate change
on cast 0 0 (0.7) 0 (0.7)

Net increase (decrease) in casr



and cash equivalent: 0 (31.0 9.2 0 (21.%)
Cash and cash equivalents at

beginning of periot 0 99.2 19.¢ 0 119.]
Cash and cash equivalents at e
of period $ 0 % 68.2 $ 291 $ 0% 97«
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
December 31, 2012, 2011 and 2010

Note 21—Supplemental Guarantor Information (Continued)

Condensed Consolidating Statement of Cash Flows
For the Year Ended December 31, 2010

(In millions)
Non- Eliminations
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total

Net cash (used by) provided b
operating activities $ 4171 $ (1055 $ 156.C $ 0 $ 467.¢

Investing activities
Net decrease (increase) in finar

receivables held for investme 0 5.€ (674.6 0 (669.0
Acquisition of businesses, net ¢

cash acquire 0 (48.7) 0 0 (48.7)
Purchases of property, equipme

and computer softwal 0 (75.€) 3.3 0 (78.9

Proceeds from the sale of
property, equipment and

computer softwar 0 2.C 0 0 2.C
Decrease (increase) in restricte
cash 0 3.7 (3.0) 0 0.7
Net cash (used by) provided b
investing activities 0 (113.0 (680.9 0 (7939

Financing activities
Net (decrease) increase in bool
overdrafts 0 (17.) 0.4 0 (16.7)
Net increase in obligations
collateralized by finance

receivables 0 0 520.1 0 520.1
Payments for debt issuance
costs/amendmen 1.3 0 0 0 1.3
Payments on lor-term debt (203.9) 0 0 0 (103.9)
Payments for early
extinguishment of det (317.9 0 0 0 (3179
Payments on capital leas 0 (4.6 (0.4 0 (5.0
Payments of contingent
consideratiot 0 (2.0 0 0 (2.0
Issuance of common stock und
stock plans 4.9 0 0 0 4.9
Excess tax benefits from stock-
based compensatic 0 1.7 0 0 1.7
Net cash (used by) provided b
financing activities (417.0) (22.0 520.1 0 81.C
Effect of exchange rate changes «
cash 0 0 0.t 0 0.t
Net increase (decrease) in cas
and cash equivalents 0 (240.5) 4.3 0 (244
Cash and cash equivalents at
beginning of periot 0 339.¢ 24.1 0 363.¢
Cash and cash equivalents at enc
period $ 0% 99.2 % 19.€ $ 0 $ 119.1
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Item 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by thisiual Report on Form 10-K, we carried out an eatbn under the supervision and with the
participation of our management, including the €hirecutive Officer and Chief Financial Officer, thife effectiveness of the design and
operation of our disclosure controls and procedasegefined in Exchange Act Rules 13a-15(e) and1Bgd). Based upon that evaluation, the
Chief Executive Officer and the Chief Financial ioér concluded that our disclosure controls and@dares were effective.

Internal Control over Financial Reporting

Management's report on our internal cortxar financial reporting (as such term is defime®ules 13a-15(f) and 15d-15(f) under the
Exchange Act) and the related report of KPMG LL&, independent registered public accounting firme,iacluded in Item 8, Financial
Statements and Supplementary Data under the healliagagement's Report on Internal Control over igizd Reporting and Report of
Independent Registered Public Accounting Firm, eetipely, and are incorporated herein by reference.

Changes in Internal Control over Financial Reportirg

There has been no change in our internatabover financial reporting during the quarteded December 31, 2012, that has materially
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.

Item 9B. Other Information
None.
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PART Il
Iltem 10. Directors, Executive Officers and Corpmate Governance

Information relating to our directors ammshrinees will be included in our Definitive Proxyag&ment for our 2013 Annual Meeting of
Stockholders and such information will be incorpedaby reference herein. Our executive officerefdsebruary 15, 2013, are as follows:

Brian T. Clingen, 53, Chairman of the Board Mr. Clingen has been our Chairman of the Ba&mde April 2007. Mr. Clingen also
served as our Chief Executive Officer between APOID7 and September 2009. Mr. Clingen has servedheasnaging partner of BP Capital
Management since 1998. Established in 1998, BPt&ldganagement manages private equity investmeamsipally in the service and finan
sectors. Prior to founding BP Capital Management,@Glingen was Chief Financial Officer of Univergalitdoor between 1988 and 1996.
Kelso invested in Universal Outdoor in 1993.

James P. Hallett, 59, Chief Executive Offex and Director.  Mr. Hallett has been our Chief Executive Offisence September 2009.
Mr. Hallett was President and Chief Executive GHfiof ADESA between April 2007 and September 20M9.Hallett previously served in the
following positions between August 1996 and May 20Bxecutive Vice President of ADESA, Inc. from M2§04 to May 2005; President of
ADESA Corporation, LLC from March 2004 to May 200%esident of ADESA Corporation between August 1886 October 2001 and agi
between January 2003 and March 2004; Chief Exez@if¥icer of ADESA Corporation from August 1996Jaly 2003; ADESA Corporation's
Chairman from October 2001 to July 2003; ChairniRresident and Chief Executive Officer of ALLETE Autotive Services, Inc. from
January 2001 to January 2003 and Executive VicsidRret from August 1996 to May 2004. Mr. Halleft lRDESA in May 2005 and
thereafter served as President of the ColumbusAtad Auction.

Thomas J. Caruso, 53, President and ChiefkEcutive Officer of ADESA. Mr. Caruso has been President and Chief Exex@ificer
of ADESA since September 2009. Mr. Caruso was QBjedrating Officer of ADESA from May 2008 to Septeen 2009. Mr. Caruso also
served as Executive Vice President of ADESA fromnilA2007 to May 2008 and Regional Vice PresidenABDESA from January 2000 to
April 2007. From November 1992 to January 2000 @aruso served as General Manager of ADESA Boston.

Thomas C. O'Brien, 59, Chief Executive Offer of IAA and Director.  Mr. O'Brien became Chief Executive Officer 8fAl in
November 2000. Mr. O'Brien also served as PresidiiftA from November 2000 to June 2011. Priordmjng IAA, Mr. O'Brien served &
President of Thomas O'Brien & Associates from 1892000, Executive Vice President of Safelite Gl@esporation from 1998 to 1999,
Executive Vice President of Vistar, Inc. from 19861997 and President of U.S.A. Glass, Inc. frof@2l&® 1996. Mr. O'Brien is also a director
of the Core Logic Corporation.

Donald S. Gottwald, 46, President and Chi&xecutive Officer of AFC. Mr. Gottwald has been President and Chief Eteeu
Officer of AFC since January 2009. Previously, Enttwald served in the role of Executive Vice Pdesit of Dealer Business for HSBC Auto
Finance from December 2005 to October 2008. Poiovdrking at HSBC Auto Finance, Mr. Gottwald seniedeveral roles of increased
responsibility with GMAC Financial Services fromn#&l1993 to December 2005, including Managing Dineof Saab Financial Services Cc
and Managing Director of American Suzuki Finan8atvices. Mr. Gottwald has been active in the AnariFinancial Services Association
and serves on the association's board of directors.

Peter J. Kelly, 44, President and Chief Exative Officer of OPENLANE.  Mr. Kelly has been President and Chief Exeeu@fficer
of OPENLANE since February 2011. Previously, MrlliiXevas President and Chief Financial Officer of ENR_ANE from February 2010 to
February 2011. Prior to
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that, Mr. Kelly was Chief Financial Officer of OPENNE from May 2008 to February 2010. Mr. Kelly wago-founder of OPENLANE in
1999 and served in a number of executive rolesP&ENKLANE from 1999 to 2008.

Eric M. Loughmiller, 53, Executive Vice Prsident and Chief Financial Officer. Mr. Loughmiller has been Executive Vice Preside
and Chief Financial Officer since April 2007. Prawsly, from 2001 to 2006, Mr. Loughmiller was thie&/President and Chief Financial
Officer of ThoughtWorks, Inc., an information techogy consulting firm. Prior to that, Mr. LoughnaH served as Executive Vice President
and Chief Financial Officer of May & Speh, Inc.final996 to 1998 until May & Speh was acquired by idoxCorporation. Mr. Loughmiller
was the finance leader of the Outsourcing DivisibAcxiom Corporation from 1998 to 2000. Prior tining May & Speh, Mr. Loughmiller
was an audit partner with PricewaterhouseCoopeR ah independent registered public accounting. fiim Loughmiller is a certified public
accountant.

Rebecca C. Polak, 42, Executive Vice Presitt, General Counsel and Secretary. Ms. Polak has been Executive Vice President,
General Counsel and Secretary since April 2007.mdsak previously served as the Assistant Genevah€el and Assistant Secretary of
ADESA from February 2005 to April 2007. Prior tarjimg ADESA, Ms. Polak practiced corporate and siies law with Krieg DeVault in
Indianapolis from 2000 to 2005 and with Haynes Bodne in Dallas from 1995 to 1999.

Benjamin Skuy, 50, Executive Vice Presideiwf International Markets and Strategic Initiatives.  Mr. Skuy has been Executive Vice
President of International Markets and Strategiiidtives since September 2009. Mr. Skuy previowssglgved in the following positions
between July 1999 and September 2009: Executive Niesident of International Markets and Managiirgdor of ADESA Canada from
January 2008 to September 2009; Managing DirectdiGhief Operating Officer of ADESA Canada fromyJR006 to January 2008; Chief
Operating Officer of ADESA Canada from January 2602uly 2006; and Chief Financial Officer of ADE®Xanada from July 1999 to
January 2002. Prior to joining ADESA, Mr. Skuy ssthas Assistant Vice President at Manulife Findrinian June 1998 to July 1999. From
August 1990 to May 1998 he served as Senior Maretgeine Bank of Nova Scotia.

David Vignes, 50, Executive Vice Presidenf Enterprise Optimization.  Mr. Vignes has been Executive Vice PresiderErderprise
Optimization since September 2009. Previously, Wignes served as Senior Vice President of Operationl Strategic Improvement of
ADESA from July 2007 to August 2009. Prior to jaigiADESA, Mr. Vignes served as Senior Vice Predide¢rsteiner + Associates, a real
estate development company, from April 2004 to RO®7. From 1991 to 2004, Mr. Vignes held sevexaktative positions in finance and
operations with Disney Corporation companies, agbisneyland Paris, Walt Disney World Orlando #redDisney cruise line.

Warren W. Byrd, 50, Executive Vice Presiderof Corporate Development and Real Estate. Mr. Byrd has been Executive Vice
President of Corporate Development and Real Estate June 2010. Mr. Byrd previously served agkecutive Vice President of Corporate
Development of ADESA from April 2007 to June 20E@om April 2004 to April 2007, Mr. Byrd was the @fiOperating Officer of ServNet
Auction Group, a trade co-operative of over 20 peledent auto auctions in the U.S. Mr. Byrd previpssrved in the following positions
between September 1994 and November 2003: PresiflARESA Impact, a salvage auction subsidiary 8f#ZSA, between February 2002
and November 2003; Senior Vice President and Ghfefmation Officer of ADESA between May 2001 anebFuary 2002; Vice President of
Corporate Development of ADESA between January E3@BMay 2001; General Counsel of ADESA betweenusud996 and January 19¢
and Legal Counsel of ADESA between September 1884Aaigust 1996. Prior to joining ADESA, Mr. Byrdgamticed law with McHale, Cook
and Welch in Indianapolis from May 1989 to Septenit894.
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Section 16(a) Beneficial Ownership Reporting Compdince

The information required by this item isamporated by reference herein from our DefinifRrexy Statement for our 2013 Annual
Meeting of Stockholders to be filed with the SEGsasforth under the caption "Documents Incorpat&ie Reference.”

Code of Business Conduct and Ethics

We have adopted the Code of Business CaraohebEthics that applies to all of our employedcers and directors, including those
officers responsible for financial reporting. Indittbn, we have adopted the Code of Ethics for épial Executive and Senior Financial
Officers that applies to the Company's principaauive officer, principal financial and accountiofficer and such other persons who are
designated by our board of directors. Both codesamailable on our Web site at www.karauctions@sicom and available in print to any
stockholder who requests it. Information on, oressible through, our Web site is not part of tlosnr 10-K. We expect that any amendments
to these codes, or any waivers of their requiremenitl be disclosed on our website.

Controlled Company Exception

KAR LLC controls a majority of the votingwer of our outstanding common stock. The Equitgrioers and management indirectly own
through their investment in KAR LLC approximately% of our common stock. As a result, we are a 'fodlieti company"” within the meaning
of the NYSE corporate governance standards. UmgeNY SE rules, a company of which more than 50%hefvoting power is held by an
individual, group or another company is a "congdlcompany" and may elect not to comply with card¥ SE corporate governance
standards, including:

. the requirement that a majority of the Board ofddtors consist of independent directors;

. the requirement that we have a nominating/corparaternance committee that is composed entirelgddpendent directors
with a written charter addressing the committealpgse and responsibilities;

. the requirement that we have a compensation coemrtitiat is composed entirely of independent direatgth a written charter
addressing the committee's purpose and respotissgiland

. the requirement for an annual performance evialiaf the nominating/corporate governance andpmamsation committees.
ltem 11. Executive Compensation

The information required by this Item 1inisorporated by reference herein from our DefueitProxy Statement for our 2013 Annual
Meeting of Stockholders to be filed with the SEGasforth under the caption "Documents Incorpatdte Reference."”

Item 12. Security Ownership of Certain BeneficiBOwners and Management and Related Stockholder Métrs

The information required by Item 403 of Riegion S-K will be included in our Definitive PrgxStatement for our 2013 Annual Meeting
and such information will be incorporated by refere herein.
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Equity Compensation Plan Information

The following table sets forth the aggregaformation of our equity compensation plansffeat as of December 31, 2012.

Number of Weighted-average Number of securities
securities to be exercise price of remaining available for
issued upon exercise outstanding future issuance under equity
of outstanding options, compensation
options, warrants warrants and plans (excluding securities
Plan Category and rights(1) rights(2) reflected in first column)
Equity compensation plans
approved by security holder( 9,603,533 $ 11.51 3,542,56:
Equity compensation plans not
approved by security holde — — —
Total 9,603,53 $ 11.51 3,542,56

Q) Includes (a) service and exit options issued utiteKAR Auction Services, Inc. 2009 Omnibus StooH éncentive Plai
(b) service and exit options issued under the KARtibN Services, Inc. Stock Incentive Plan andséryice and exit
options carried over from the Axle Holdings, In¢co& Incentive Plan at the time of the merger omil&, 2007.

(2) Awards issued post-merger by KAR Auction Seesi Inc. have exercise prices ranging from $1t#18.80. Axle
Holdings, Inc. options that were carried over atiterger date have exercise prices ranging frod%8.$8.52

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

The information required by this Item 13risorporated by reference herein from our DefueitProxy Statement for our 2013 Annual
Meeting of Stockholders to be filed with the SEGsasforth under the caption "Documents Incorpat&ie Reference.”

Item 14. Principal Accounting Fees and Services

The information required by this Item 14risorporated by reference herein from our DefueitProxy Statement for our 2013 Annual
Meeting of Stockholders to be filed with the SEGsasforth under the caption "Documents Incorpat&ie Reference.”
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PART IV
Iltem 15. Exhibits, Financial Statement Schedules

a) The following documents have been filed as pfitis report or, where noted, incorporated Hgnence:

1) Financial Statements—the consolidated financiaéstants of KAR Auction Services, Inc. and its cditsded
subsidiaries are filed as part of this report uritten 8.

2) Financial Statement Schedules—all schedules haae dmitted because the matter or conditions arpmsent or the
information required to be set forth therein idugied in the consolidated financial statementsratated notes thereto.

3) Exhibits—the exhibit list in the Exhibit Indéx incorporated herein by reference as the ligxbiibits required as part of
this report.

In reviewing the agreements included as exhibithi®Form 10-K, please remember they are includgztovide you
with information regarding their terms and are ind¢nded to provide any other factual or disclosofermation about
KAR Auction Services, ADESA, IAA or other partiesthe agreements.

The agreements included or incorporated by referageexhibits to this Annual Report on Form 10-Ktam
representations and warranties by each of theggauithe applicable agreement. These represemdatial warranties
were made solely for the benefit of the other partd the applicable agreement and (i) were nehied to be treated as
categorical statements of fact, but rather as aafi@locating the risk to one of the parties ibske statements prove to be
inaccurate; (i) may have been qualified in sucteament by disclosures that were made to the gty in connection
with the negotiation of the applicable agreemaii};riay apply contract standards of "materialitifat are different from
"materiality”" under the applicable securities laasd (iv) were made only as of the date of theiagple agreement or
such other date or dates as may be specified iagreement.

The Company acknowledges that, notwithstandingritiesion of the foregoing cautionary statemerits iesponsible
for considering whether additional specific disclas of material information regarding material ttactual provisions
are required to make the statements in this AnRegalort not misleading. Additional information ab&#&R Auction
Services may be found elsewhere in this Annual RepoForm 10-K and KAR Auction Services' other |ifilings,
which are available without charge through the SE&bsite at http://www.sec.gov. See Iltem 1, "Bessa—Available
Information."
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Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to b

SIGNATURES

signed on its behalf by the undersigned, theredatp authorized.

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf

KAR Auction Services, Inc.

By: /sl JAMES P. HALLETT

James P. Hallett
Chief Executive Officer
February 22, 201

of the Registrant and in the capacities and ord#tes indicated.

Signature

/sl JAMES P. HALLETT

James P. Halle

/s/ ERIC M. LOUGHMILLER

Eric M. Loughmiller

/s DAVID J. AMENT

David J. Amen

/s/ KELLY J. BARLOW

Kelly J. Barlow

/sl THOMAS J. CARELLA

Thomas J. Carell

/s/ BRIAN T. CLINGEN

Brian T. Clinger

/s/ ROBERT M. FINLAYSON

Robert M. Finlaysol

Title

Chief Executive Officer and Director
(Principal Executive Officer)

Chief Financial Officer

(Principal Financial and Accounting

Officer)

Director

Director

Director

Chairman of the Board and Director

Director
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Date

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013
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Signature

/s/ PETER R. FORMANEK

Peter R. Formane

/sl MICHAEL B. GOLDBERG

Michael B. Goldber¢

/sl SANJEEV MEHRA

Sanjeev Mehri

/s/ CHURCH M. MOORE

Church M. Moore

/sl THOMAS C. O'BRIEN

Thomas C. O'Briel

/sl GREGORY P. SPIVY

Gregory P. Spivn

/s/ JONATHAN P. WARD

Jonathan P. War

Director

Director

Director

Director

Director

Director

Director

Title
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Date

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013

February 22, 2013
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EXHIBIT INDEX
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Fili Filed
Exhibit No. Exhibit Description Form File No. Exhibit Dlgzg Herle(\a/vith
3.1  Amended and Restated Certificate of IncorporatibKAR Auction S-1/A 333161907 3.1  12/10/200!
Services, Inc
3.2  Amended and Restated -Laws of KAR Auction Services, Ini S-1/A 333161907 3.2  12/10/200!

4.1¢ Indenture, dated April 20, 2007 (the "Floatingni®e Indenture™), S-4 33314884° 4.1 1/25/2008
among KAR Auction Services, Inc. (formerly KAR Haids, Inc.),
the guarantors from time to time parties therei \Afells Fargo
Bank, National Association, as Trustee, for $150,000 Floating
Rate Senior Notes due 20

4.1k Supplemental Indenture, dated December 26, 20GHe Floating S-4 33314884° 4.4 1/25/2008
Senior Indentur

4.1c¢ Second Supplemental Indenture, dated Januar3028, to the S-4 33314884° 4.9 1/25/2008
Floating Senior Indentut

4.1c Third Supplemental Indenture, dated May 6, 2608he Floating S-1/A  33315866¢ 4.12a  6/17/2009
Senior Indentur

4.1¢ Fourth Supplemental Indenture, dated Septemhe2(@iB, to the S-1/A  33315866¢ 4.13a  6/17/2009
Floating Senior Indentut

4.1 Fifth Supplemental Indenture, dated March 26,2@0 the Floating  S-1/A  33315866¢ 4.14a  6/17/2009
Senior Indentur

4.1¢ Sixth Supplemental Indenture, dated Februan2@30, to the S-1 333166047 4.9a  4/13/2010
Floating Senior Indentut

4.1t Seventh Supplemental Indenture, dated July 210,20 the Floating  10-K 001-34568 4.1h 2/24/2011
Senior Indentur

4.1j Eighth Supplemental Indenture, dated Novembef@3B80, to the 10-K 001-34568 4.1i 2/24/2011
Floating Senior Indentut

4.1 Ninth Supplemental Indenture, dated January 312 2@lthe Floatin X

Senior Indentur
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Exhibit Description Form File No.

Filing
Exhibit Date

Filed
Herewith

4.1k

4.2

»
[¢6]

4.4

10.1¢

10.1t

Tenth Supplemental Indenture, dated July 10, 2tilthe Floating
Senior Indentur

Exchange and Registration Rights Agreement, dapei 20, 2007, S-4 33314884
between KAR Auction Services, Inc. (formerly KAR Mings, Inc.),

the guarantors as named in the respective Flo&&mjor Indenture,

the Fixed Senior Indenture and Senior Subordinktéenture, and

Goldman, Sachs & Co., Bear Stearns & Co. Inc., UBS

Securities LLC, and Deutsche Bank Securities & representatives

of the several initial purchasers, for $150,000,B@fating Rate

Senior Notes due 2014, $450,000,001 8% Senior Notes due 20:
and $425,000,000 10% Senior Subordinated Note2di®

Registration Rights Agreement, dated April 20020among KAR S-4 33314884
Auction Services, Inc. (formerly KAR Holdings, IDncKAR Holdings

I, LLC, certain employees of KAR Auction Servicésc. or its

subsidiaries and each of their respective Permiitadsferee

Form of common stock certifica S-1/A  333-16190°

Credit Agreement, dated May 19, 2011, among KARtN 10-Q 001-34568
Services, Inc., as borrower, the lenders partyetbeddPMorgan Cha

Bank, N.A., as administrative agent, J.P. Morgacusites LLC, as

sole lead arranger, J.P. Morgan Securities LLCd@ain Sachs

Lending Partners LLC, Barclays Capital and Deutdghiek

Securities Inc., as joint bookrunners, Goldman Sa&nding

Partners LLC, as syndication agent, and Barclay&Bd C and

Deutsche Bank Securities Inc., a-documentation agen

First Amendment to Credit Agreement, dated adafember 29, 8-K 001-34568

2012, among KAR Auction Services, Inc., JPMorgaagshBank,
N.A., as administrative agent, and the severaldemgarty theret
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4.7 1/25/2008

4.8 1/25/2008

4.15 12/10/200!

10.1 8/9/2011

10.1 11/30/201.

X




Table of Contents

Exhibit No.

Exhibit Description

Incorporated by Reference

Form

Filing Filed
File No. Exhibit Date Herewith

10.z

10.2

10.#

10.5*

10.6&

10.61*

Guarantee and Collateral Agreement, dated MayQ®], made by
KAR Auction Services, Inc. and certain of its Sulties in favor of
JPMorgan Chase Bank, N.A., as administrative agedér the Cred

Agreemen

Intellectual Property Security Agreement, dateayM9, 2011, made
by KAR Auction Services, Inc., ADESA, Inc., Autonnad Finance
Corporation, Automotive Finance Consumer DivisibbC and
Insurance Auto Auctions, Inc., in favor of JPMordaimase Bank,
N.A., as administrative agent for the secured parfas defined in tt

Credit Agreement

Letter Agreement, dated February 24, 2010, betw&&R LLC and
Thomas C. O'Brien, David R. Montgomery, Donald ériHanek,
Scott P. Pettit, John Kett, John Nordin and Sid&esley

Conversion Option Plan of KAR Auction Servicesg! (formerly

KAR Holdings, Inc.)

Form of Conversion Stock Option Agreement, daigxdil 20, 2007,
between KAR Auction Services, Inc. (formerly KAR ldimgs, Inc.)
and each of Thomas C. O'Brien, David R. MontgomBrnald J.

Hermanek, Scott P. Pettit, John Kett, John Nordih Sidney Kerle)

Form of Amendment to Conversion Stock Option Agreent, dated
October 30, 2007, between KAR Auction Services, (farmerly
KAR Holdings, Inc.) and each of Thomas C. O'Bribayid R.
Montgomery, Donald J. Hermanek and Scott P. F

10-Q

10-Q

10-K

S-1/A

S-4

S-4

001-34568 10.2 8/9/2011

001-34568 10.3 8/9/2011

001-34568 10.5 2/25/2010

33315866¢ 10.9  6/17/2009

33314884 10.10 1/25/2008

33314884 10.11  1/25/2008
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10.6¢*

10.7*

10.&

10.¢*

10.1¢*

10.11#

10.11k*

10.12#

10.12t

10.1%

Form of Amendment to Conversion Stock Option Agreents, dated
February 19, 2009, between KAR Auction Services, (formerly
KAR Holdings, Inc.) and each of Thomas C. O'Bribayid R.
Montgomery, Donald J. Hermanek and Scott P. F

Form of Rollover Stock Option Agreement, datedrifp0O, 2007,
between KAR Auction Services, Inc. (formerly KAR ldimgs, Inc.)
and certain executive officers and employees of

Form of Conversion Agreement, dated April 20, 20Between KAR
Auction Services, Inc. (formerly KAR Holdings, Ih@nd certain
executive officers and employees of I/

KAR Auction Services, Inc. (formerly KAR Holding$nc.) Stock
Incentive Plar

Form of Nonqualified Stock Option Agreement of RAAuction
Services, Inc. (formerly KAR Holdings, Inc.) pursido the Stock
Incentive Plar

Letter Agreement dated December 3, 2008, betwagomotive
Finance Corporation and Donald S. Gottw

Amendment to Offer Letter dated December 20, 2@E2ween
Automotive Finance Corporation and Donald S. Gaitv

Amended and Restated Employment Agreement, dapeiti 2, 2001,
between Thomas C. O'Brien and Insurance Auto Aostitnc.

Amendment to Amended and Restated Employment éxgemnt,
dated December 1, 2008, between Thomas C. O'Bniénnsurance
Auto Auctions, Inc

Employment Agreement, dated February 27, 2018ybéen KAR
Auction Services, Inc. and James P. Ha
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10-K

S-1/A

S-8

S-4

10-K

S-4

10-K

10-K

33314884

33314884

33315866¢

33316403

33314884

001-34568

33314884°

33314884

001-34568

10.10

10.12

10.13

3/11/2009

1/25/2008

6/17/2009

10.1 12/24/200:

10.15

10.15

10.22

10.31

10.15

1/25/2008

2/25/2010

1/25/2008

3/11/2009

2/28/2012
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10.14~ Second Amended and Restated Limited Liability @any S-1/A  33315866¢ 10.23 7/2/2009
Agreement of KAR Holdings II, LLC, dated April 28007

10.14t First Amendment to Second Amended and Restataitdd Liability 10-K 001-34568 10.16k 2/28/2012
Company Agreement of KAR Holdings Il, LLC, dateddeenber 10,
2009

10.14« Second Amendment to Second Amended and Restatetbdl 10-K 001-34568 10.16c¢ 2/28/2012
Liability Company Agreement of KAR Holdings II, LLGlated
December 15, 20C

10.14¢ Third Amendment to Second Amended and Restatmited 10-K 001-34568 10.16c 2/28/2012
Liability Company Agreement of KAR Holdings Il, LLG@lated
February 27, 201

10.15¢  Amended and Restated Limited Liability Companyéament of S-1/A  33315866¢ 10.24  6/17/2009
Axle Holdings I, LLC, dated May 25, 20(

10.15t  Amendment to the Amended and Restated Limited lifglitompany S-4 33314884 10.25  1/25/2008
Agreement of Axle Holdings Il, LLC, dated Novemt#r2006

10.15¢ First Amendment to the Amended and Restated kiitiability S-4 33314884 10.26  1/25/2008
Company Agreement of Axle Holdings Il, LLC, dateg@ri\ 20, 2007

10.16° KAR Auction Services, Inc. (formerly KAR Holdingkc.) Annual 10-K 333148847 10.29 3/11/2009
Incentive Progran

10.17# Amended and Restated Purchase and Sale Agreedaéed, May 31, S-4 33314884 10.32  1/25/2008
2002, between AFC Funding Corporation and AutongoEinance
Corporation

10.17t  Amendment No. 1 to Amended and Restated Purdras&ale S-4 33314884 10.33  1/25/2008
Agreement, dated June 15, 2(

10.17¢ Amendment No. 2 to Amended and Restated Purcras&ale S-4 33314884 10.34  1/25/2008
Agreement, dated January 18, 2(

10.17¢  Amendment No. 3 to Amended and Restated Purcdrat&ale S-4 33314884 10.35 1/25/2008

Agreement, dated April 20, 20(
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10.17¢

10.17

10.18"

10.18t

10.18"

10.18*

10.19#"

10.191"

10.20:

Amendment No. 4 to Amended and Restated Purcdras&ale 10-K

Agreement, dated January 30, 2(
Amendment No. 5 to Amended and Restated Purcras&ale 10-K
Agreement, dated April 25, 20:

Fourth Amended and Restated Receivables Pur&wmsement,
dated April 26, 2011, among AFC Funding Corporatidatomotive
Finance Corporation, Fairway Finance Company, LMGnterey
Funding LLC, Salisbury Receivables Company LLC, 3ehe Bank
AG, New York Branch, Barclays Bank PLC and BMO QGabpi
Markets Corp

10Q/A

Amendment No. 1 to Fourth Amended and RestategiRables 10-K

Purchase Agreement, dated May 20, 2

Amendment No. 2 to Fourth Amended and RestatediRables 10-K

Purchase Agreement, dated October 12, :

Amendment No. 3 to Fourth Amended and RestatediRables
Purchase Agreement, dated April 2, 2I

10-Q

Amended and Restated Receivables Purchase Agnéettated
May 24, 2011, among KAR Auction Services, Inc., dmabtive
Finance Canada Inc. and BNY Trust Company of Ca

10Q/A

Amending Agreement to Amended and Restated Ralbksg
Purchase Agreement, dated August 1, 2012, among Kédtion
Services, Inc., Automotive Finance Canada Inc.BINY Trust
Company of Canac

10-Q

Ground Lease, dated September 4, 2008, betwe&BABan 8-K
Diego, LLC and First Industrial L.P. (East 39 Ace<Otay Mesa,

California)
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001-34568 10.19¢ 2/28/2012

001-34568 10.19f 2/28/2012

001-34568 10.20 1/17/2012

001-34568 10.20t 2/28/2012

001-34568 10.20c 2/28/2012

001-34568 10.20c  8/7/2012

001-34568 10.22  1/17/2012

001-34568 10.21k 11/7/2012

33344884° 10.3 9/9/2008




Table of Contents

Exhibit No.

Exhibit Description

Incorporated by Reference

Form

File No.

Exhibit

Filing
Date

Filed
Herewith

10.20t

10.21:

10.21t

10.22;

10.22¢

10.23:

10.23t

10.24:

10.24t

10.25:

Guaranty of Lease, dated September 4, 2008, batWAR Auction
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial L.P.
(East 39 Acres at Otay Mesa, Califorr

Ground Lease, dated September 4, 2008, betwe&BABan
Diego, LLC and First Industrial L.P. (West 39 AcaOtay Mesa,
California)

Guaranty of Lease, dated September 4, 2008, batWAR Auction
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial L.P.
(West 39 Acres at Otay Mesa, Californ

Ground Lease, dated September 4, 2008, betwe&SAD
California, LLC and ADESA San Diego, LLC and Fimstlustrial
Pennsylvania, L.P. (Sacramento, Califort

Guaranty of Lease, dated September 4, 2008, batWAR Auction
Services, Inc. (formerly KAR Holdings, Inc.) andsgtilndustrial
Pennsylvania, L.P. (Sacramento, Califort

Ground Lease, dated September 4, 2008, betwe&SAD
California, LLC and First Industrial PennsylvaniaP. (Tracy,
California)

Guaranty of Lease, dated September 4, 2008, batWAR Auction
Services, Inc. (formerly KAR Holdings, Inc.) andgtilndustrial
Pennsylvania, L.P. (Tracy, Californi

Ground Lease, dated September 4, 2008, betwe&SAD
Washington, LLC and First Industrial, L.P. (Aubutiashington’

Guaranty of Lease, dated September 4, 2008, batWAR Auction
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial, L.F
(Auburn, Washington

Ground Lease, dated September 4, 2008, between AOEZas, Inc
and First Industrial, L.P. (Houston, Texi
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8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

33314884"

33314884"

33314884"

33344884"

33314884"

33314884"

33314884"

33314884"

33314884"

33314884"

10.11

10.4

10.12

10.5

10.13

10.6

10.14

10.7

10.15

10.8

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008
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10.25t Guaranty of Lease, dated September 4, 2008, batWAR Auction 8-K 33314884 10.16 9/9/2008
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial, L.F
(Houston, Texas

10.26: Ground Lease, dated September 4, 2008, betwe&SAD 8-K 33344884° 10.10 9/9/2008
Florida, LLC and First Industrial Financing Partst@p,
L.P. (Bradenton, Floride

10.26t Guaranty of Lease, dated September 4, 2008, batWAR Auction 8-K 33314884° 10.18 9/9/2008
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial
Financing Partnership, L.P. (Bradenton, Flori

10.27: Ground Sublease, dated October 3, 2008, betwB&&EA 10-Q 33314884° 10.21 11/13/200:
Atlanta, LLC and First Industrial, L.P. (Fairbui@gorgia)

10.27t Guaranty of Lease, dated October 3, 2008, betiédh Auction 10-Q 33314884° 10.22 11/13/200:
Services, Inc. (formerly KAR Holdings, Inc.) andstilndustrial, L.F
(Fairburn, Georgia
10.2¢ Director Designation Agreement, dated Decembef@09, among 10-K 001-34568 10.34  2/24/2011
KAR Auction Services, Inc. (formerly known as KARoldings, Inc.)
and KAR Holdings Il, LLC

10.2¢*  Form of KAR Auction Services, Inc. 2009 Omnibu®&k and S-8 33316403: 10.2 12/24/200!
Incentive Plar

10.30# Form of KAR Auction Services, Inc. Employee Stockéhase Pla S-8 33:3-16403: 10.3 12/24/200!

10.30t*  Amendment No. 1 to KAR Auction Services, Inc. Hoyee Stock 10-Q 001-34568 10.60 8/4/2010
Purchase Plan dated March 31, 2

10.30  Amendment No. 2 to KAR Auction Services, Inc. Hoyee Stock 10-Q 001-34568 10.61 8/4/2010
Purchase Plan dated April 1, 2C

10.37* KAR Auction Services, Inc. Directors Deferred Cpemsation Plan, 10-Q 001-34568 10.62 8/4/2010
effective December 10, 20(

10.32¢  Form of Director Restricted Share Agreem 16-Q 001-34568 10.63  8/4/2010

10.32*  Form of Nonqualified Stock Option Agreeme S-1/A 333161907 10.65 12/4/200¢
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10.32¢  Form of Restricted Share Agreem: S-1/A 333161907 10.66 12/4/200¢
10.3¢  Agreement and Plan of Merger dated as of Augbis@11 by and 8-K 001-34568 2.1 8/15/2011
among ADESA, Inc., Riley Acquisition, Inc., KAR Ation
Services, Inc., OPENLANE, Inc. and Shareholder Bsgntative
Services LLC, as the securityholders represent
12.1  Statement of Computation of Ratio of Earnings teHiCharge X
21.1 Subsidiaries of KAR Auction Services, Ir X
23.1 Consent of KPMG LLP, Independent Registered Rubticounting X
Firm
31.1 Certification of Chief Executive Officer PursudatSection 302 of X
the Sarban«Oxley Act of 200z
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of th X
Sarbane-Oxley Act of 200z
32.1 Certification of Chief Executive Officer PursudatSection 906 of X
the Sarban«Oxley Act of 200z
32.z  Certification of Chief Financial Officer Pursuant$ection 906 of th X
Sarbane-Oxley Act of 2002
101.IN&* XBRL Instance Documer X
101.SCH* XBRL Taxonomy Extension Schen X
101.CAL** XBRL Taxonomy Extension Calculation Linkba X
101.DEP* XBRL Taxonomy Extension Definition Linkbat X
101.LAB* XBRL Taxonomy Extension Label Linkba X
101.PRF* XBRL Taxonomy Extension Presentation Linkb. X

AN

Portions of this exhibit have been redactedyamsto a request for confidential treatment fdegarately with the Secretary of the
Securities and Exchange Commission pursuant to f6eunder the Securities Act of 1933, as amended.

Denotes management contract or compensation patract or arrangemer
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** Pursuant to Rule 406T of Regulation S-T, the Irtva Data Files on Exhibit 101 hereto are deenuedished and not filed or part of a
registration statement or prospectus for purpos&ections 11 or 12 of the Securities Act of 1%88amended, are deemed furnished
and not filed for purposes of Section 18 of theusities Exchange Act of 1934, as amended, and wikerare not subject to liability
under those section
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Exhibit 4.1())

NINTH SUPPLEMENTAL INDENTURE, dated as of Januarly, 2012 (this “ Supplemental Indenttijeamong
AuctionTrac, LLC, an Indiana limited liability corapy, Recovery Database Network, Inc., a Delawangoration, OPENLANE, Inc., a
Delaware corporation, CarsArrive Network, Inc., @@jia corporation (together, the “ Subsidiary Gunéors”), KAR Auction Services, Inc.
(formerly known as KAR Holdings, Inc.), a Delawa@rporation (the * Company which term includes its successors and assigrasfy other
then existing Guarantor under the Indenture refietoebelow (the * Existing Guarantdt&nd, together with the Subsidiary Guarantors,‘the
Guarantors), and Wells Fargo Bank, National Associationfrastee (the “ Truste under the Indenture referred to below.

WITNESSETH:

WHEREAS, the Company, the Existing Guarantors aedlrustee have heretofore become parties to amfack, dated as
of April 20, 2007 (as amended, supplemented orratise modified, the “ Indentur§, providing for the issuance of Floating Rate Sehotes
due 2014 of the Company (the “ Notgs

WHEREAS,_Section 1308f the Indenture provides that the Company is meguio cause the Subsidiary Guarantors to
execute and deliver to the Trustee a supplemandahiture pursuant to which the Subsidiary Guarargball guarantee the Company’s
Subsidiary Guaranteed Obligations under the Natesyant to a Subsidiary Guarantee on the termsamditions set forth herein and in
Article XIll of the Indenture;

WHEREAS, each Subsidiary Guarantor desires to émteisuch supplemental indenture for good andalzkiconsideration,
including substantial economic benefit in that financial performance and condition of such SulasidiGuarantor is dependent on the
financial performance and condition of the Compahg,obligations hereunder of which such Subsid@mgarantor has guaranteed, and on
Subsidiary Guarantor’s access to working capitaugh the Company’s access to revolving creditdwimgs under the Senior Credit
Agreement; and

WHEREAS, pursuant to Section 96f.the Indenture, the parties hereto are authotiaekecute and deliver this
Supplemental Indenture to amend the Indenture owitthe consent of any Holder;

NOW, THEREFORE, in consideration of the foregoimgl #or other good and valuable consideration, #oeipt of which is
hereby acknowledged, the Subsidiary GuarantorsCtmpany, the Existing Guarantors and the Trustateafly covenant and agree for the
benefit of the Holders of the Notes as follows:

1. Defined Terms As used in this Supplemental Indenture, ternfimee in the Indenture or in the preamble or récita
hereto are used herein as therein defined. Thdswbierein,” “hereof” and “hereby” and other womfssimilar import used in this
Supplemental Indenture refer to this Supplememidénture as a whole and not to any particular Gettereof.




2. Agreement to GuaranteeEach Subsidiary Guarantor hereby agrees, joartty severally with the other Guarantors,
irrevocably, fully and unconditionally, to guaraatie Subsidiary Guaranteed Obligations underrttieriture and the Notes on the terms and
subject to the conditions set forth_in Article Xtif the Indenture and to be bound by (and shallitidled to the benefits of) all other applicable
provisions of the Indenture as a Subsidiary Guarant

3. Termination, Release and Dischargeach Subsidiary Guarantor’s Subsidiary Guarasied terminate and be of no
further force or effect, and each Subsidiary Guarashall be released and discharged from all alibgs in respect of such Subsidiary
Guarantee, as and when provided in Section D3@3e Indenture.

4. Parties. Nothing in this Supplemental Indenture is inteth@r shall be construed to give any Person, ottzer the
Holders and the Trustee, any legal or equitabletrigmedy or claim under or in respect of eachsi#lidry Guarantor’s Subsidiary Guarantee
or any provision contained herein or_in Article Xdf the Indenture.

5. Governing Law THIS SUPPLEMENTAL INDENTURE SHALL BE GOVERNED BYAND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORKTHE TRUSTEE, THE COMPANY, ANY OTHER OBLIGOR IN
RESPECT OF THE NOTES AND (BY THEIR ACCEPTANCE OF EFOTES) THE HOLDERS AGREE TO SUBMIT TO THE
JURISDICTION OF ANY UNITED STATES FEDERAL OR STATEOURT LOCATED IN THE BOROUGH OF MANHATTAN, IN THE
CITY OF NEW YORK IN ANY ACTION OR PROCEEDING ARISIS OUT OF OR RELATING TO THIS SUPPLEMENTAL
INDENTURE.

6. Ratification of Indenture; Supplemental IndentuP@st of Indenture Except as expressly amended hereby, the
Indenture is in all respects ratified and confirnaed all the terms, conditions and provisions tbeséall remain in full force and effect. This
Supplemental Indenture shall form a part of theehtdre for all purposes, and every Holder of Ntim®tofore or hereafter authenticated and
delivered shall be bound hereby. The Trustee ma&espresentation or warranty as to the validitguificiency of this Supplemental
Indenture or as to the accuracy of the recitathioSupplemental Indenture.

7. Counterparts The parties hereto may sign one or more cofigsE®Supplemental Indenture in counterpartsofll
which together shall constitute one and the sameeagent.

8. Headings The Section headings herein are for conveniehoeference only and shall not be deemed to alteffect
the meaning or interpretation of any provisionsbér

[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have catisisdSupplemental Indenture to be duly executeaf #ise date first
above written.

AUCTIONTRAC, LLC,
as Subsidiary Guarant

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmille
Title: Authorized Signator

RECOVERY DATABASE NETWORK, INC.
as Subsidiary Guarant

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmille
Title: Authorized Signator

OPENLANE, INC.,
as Subsidiary Guarant

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmille
Title: Authorized Signator

CARSARRIVE NETWORK, INC..
as Subsidiary Guarant

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmille
Title: Authorized Signator

KAR AUCTION SERVICES, INC.

By /s/ Rebecca Pole

Name: Rebecca C. Pols
Title:  Executive Vice President, General Counsel and
Secretary

[Signature Page to Ninth Supplemental Indenture-afiy Rate Notes]




ADESA, INC.

ADESA CORPORATION, LLC

A.D.E. OF ARK-LA-TEX, INC.

A.D.E. OF KNOXVILLE, LLC

ADESA ARK-LA-TEX, LLC

ADESA ARKANSAS, LLC

ADESA ATLANTA, LLC

ADESA BIRMINGHAM, LLC

ADESA CALIFORNIA, LLC

ADESA CHARLOTTE, LLC

ADESA COLORADO, LLC

ADESA DEALER SERVICES, LLC
ADESA DES MOINES, LLC

ADESA FLORIDA, LLC

ADESA IMPACT TEXAS, LLC

ADESA INDIANAPOLIS, LLC

ADESA LANSING, LLC

ADESA LEXINGTON, LLC

ADESA MINNESOTA, LLC

ADESA MISSOURI, LLC

ADESA NEVADA, LLC

ADESA NEW JERSEY, LLC

ADESA NEW YORK, LLC

ADESA OHIO, LLC

ADESA OKLAHOMA, LLC

ADESA PENNSYLVANIA, LLC

ADESA PHOENIX, LLC

ADESA SAN DIEGO, LLC
ADESA-SOUTH FLORIDA, LLC

ADESA TEXAS, INC.

ADESA WISCONSIN, LLC

AFC CAL, LLC

ADS ASHLAND, LLC

ADS PRIORITY TRANSPORT LTD
ASSET HOLDINGS IlI, L.P.

AUTO DEALERS EXCHANGE OF CONCORD, LL(
AUTO DEALERS EXCHANGE OF MEMPHIS, LL(
AUTO DISPOSAL SYSTEMS, INC

AUTO PORTFOLIO SERVICES, LL(
AUTOMOTIVE FINANCE CONSUMER DIVISION, LLC
AUTOMOTIVE FINANCE CORPORATION
AUTOMOTIVE RECOVERY SERVICES, INC
AUTOVIN, INC.

AXLE HOLDINGS, INC.

INSURANCE AUTO AUCTIONS, INC.
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INSURANCE AUTO AUCTIONS CORF
INSURANCE AUTO AUCTIONS TENNESSEE LL(
IAA ACQUISITION CORP.

IAA SERVICES, INC.

LIVEBLOCK AUCTIONS INTERNATIONAL, INC.
PAR, INC.

SALVAGE DISPOSAL COMPANY OF GEORGI/
SIOUX FALLS AUTO AUCTION, INC.
TRI-STATE AUCTION CO., INC.

ZABEL & ASSOCIATES, INC.

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmiller
Title:  Authorized Signator
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WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Trustet

By /s/ Gregory S. Clark

Name: Gregory S. Clark
Title:  Vice Presiden
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Exhibit 4.1(k)

TENTH SUPPLEMENTAL INDENTURE, dated as of July Zm12 (this “ Supplemental Indentuie among CarBuyCo,
LLC, a North Carolina limited liability company @h Subsidiary Guarantd), KAR Auction Services, Inc. (formerly known asAR
Holdings, Inc.), a Delaware corporation (the “ Ca@mp,” which term includes its successors and assigas)y other then existing Guarantor
under the Indenture referred to below (the " EristGuarantors and, together with the Subsidiary Guarantor,‘t@uarantors’), and Wells
Fargo Bank, National Association, as trustee (tleuste€’) under the Indenture referred to below.

WITNESSETH:

WHEREAS, the Company, the Existing Guarantors aedlrustee have heretofore become parties to amfack, dated as
of April 20, 2007 (as amended, supplemented orratise modified, the “ Indentur§, providing for the issuance of Floating Rate Sehotes
due 2014 of the Company (the “ Notgs

WHEREAS,_Section 1308f the Indenture provides that the Company is megiuio cause the Subsidiary Guarantor to ext
and deliver to the Trustee a supplemental indergursuant to which the Subsidiary Guarantor shadirgntee the Company’s Subsidiary
Guaranteed Obligations under the Notes pursuaaSobsidiary Guarantee on the terms and condisenfrth herein and in Article XIbf
the Indenture;

WHEREAS, the Subsidiary Guarantor desires to a@ntersuch supplemental indenture for good and \@éieonsideration,
including substantial economic benefit in that financial performance and condition of the Subsidauarantor is dependent on the financial
performance and condition of the Company, the aliligms hereunder of which the Subsidiary Guaramasrguaranteed, and on the Subsidiary
Guarantor’s access to working capital through tben@any’s access to revolving credit borrowings uride Senior Credit Agreement; and

WHEREAS, pursuant to Section 96f.the Indenture, the parties hereto are authotiaexkecute and deliver this
Supplemental Indenture to amend the Indenture owitthe consent of any Holder;

NOW, THEREFORE, in consideration of the foregoimgl #or other good and valuable consideration, ¢oeipt of which is
hereby acknowledged, the Subsidiary GuarantorCtivapany, the Existing Guarantors and the Trusteally covenant and agree for the
benefit of the Holders of the Notes as follows:

1. Defined Terms As used in this Supplemental Indenture, ternfisiele in the Indenture or in the preamble or récita
hereto are used herein as therein defined. Thdsxtierein,” “hereof” and “hereby” and other womfssimilar import used in this
Supplemental Indenture refer to this Supplememidénture as a whole and not to any particular Gettereof.




2. Agreement to GuaranteeThe Subsidiary Guarantor hereby agrees, joantly severally with the other Guarantors,
irrevocably, fully and unconditionally, to guaraatihe Subsidiary Guaranteed Obligations underrttieriture and the Notes on the terms and
subject to the conditions set forth_in Article Xtif the Indenture and to be bound by (and shallitidled to the benefits of) all other applicable
provisions of the Indenture as a Subsidiary Guarant

3. Termination, Release and Discharg&he Subsidiary Guarantor’s Subsidiary Guarasted! terminate and be of no
further force or effect, and the Subsidiary Guavashall be released and discharged from all otitiga in respect of the Subsidiary Guaran
as and when provided in Section 1283he Indenture.

4. Parties. Nothing in this Supplemental Indenture is intethdr shall be construed to give any Person, dkizer the
Holders and the Trustee, any legal or equitabletrigmedy or claim under or in respect of the 8libsy Guarantor’'s Subsidiary Guarantee or
any provision contained herein or_in Article Xdif the Indenture.

5. Governing Law. THIS SUPPLEMENTAL INDENTURE SHALL BE GOVERNED BAND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORKTHE TRUSTEE, THE COMPANY, ANY OTHER OBLIGOR IN
RESPECT OF THE NOTES AND (BY THEIR ACCEPTANCE OF EFOTES) THE HOLDERS AGREE TO SUBMIT TO THE
JURISDICTION OF ANY UNITED STATES FEDERAL OR STATEOURT LOCATED IN THE BOROUGH OF MANHATTAN, IN THE
CITY OF NEW YORK IN ANY ACTION OR PROCEEDING ARISIS OUT OF OR RELATING TO THIS SUPPLEMENTAL
INDENTURE.

6. Ratification of Indenture; Supplemental IndentuPast of Indenture Except as expressly amended hereby, the Indz
is in all respects ratified and confirmed and fadl terms, conditions and provisions thereof skeafiain in full force and effect. This
Supplemental Indenture shall form a part of theehtdre for all purposes, and every Holder of Ntim®tofore or hereafter authenticated and
delivered shall be bound hereby. The Trustee ma&espresentation or warranty as to the validitguificiency of this Supplemental
Indenture or as to the accuracy of the recitathioSupplemental Indenture.

7. Counterparts The parties hereto may sign one or more cofi¢E®Supplemental Indenture in counterpartsofll
which together shall constitute one and the sameeagent.

8. Headings The Section headings herein are for conveniehoeference only and shall not be deemed to atteffect
the meaning or interpretation of any provisionsbér

[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have catisisdSupplemental Indenture to be duly executeaf #ise date first
above written.

CARBUYCO, LLC,
as Subsidiary Guarant

By /s/ Eric M. Loughmillel
Name: Eric M. Loughmiller
Title: EVP & CFO

KAR AUCTION SERVICES, INC.

By /s/ Rebecca C. Pol:
Name: Rebecca C. Pole
Title:  Executive Vice President, General Counsel and &ayr
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ADESA, INC.

ADESA CORPORATION, LLC

A.D.E. OF ARK-LA-TEX, INC.

A.D.E. OF KNOXVILLE, LLC

ADESA ARK-LA-TEX, LLC

ADESA ARKANSAS, LLC

ADESA ATLANTA, LLC

ADESA BIRMINGHAM, LLC

ADESA CALIFORNIA, LLC

ADESA CHARLOTTE, LLC

ADESA COLORADO, LLC

ADESA DEALER SERVICES, LLC
ADESA DES MOINES, LLC

ADESA FLORIDA, LLC

ADESA IMPACT TEXAS, LLC

ADESA INDIANAPOLIS, LLC

ADESA LANSING, LLC

ADESA LEXINGTON, LLC

ADESA MINNESOTA, LLC

ADESA MISSOURI, LLC

ADESA NEVADA, LLC

ADESA NEW JERSEY, LLC

ADESA NEW YORK, LLC

ADESA OHIO, LLC

ADESA OKLAHOMA, LLC

ADESA PENNSYLVANIA, LLC

ADESA PHOENIX, LLC

ADESA SAN DIEGO, LLC
ADESA-SOUTH FLORIDA, LLC

ADESA TEXAS, INC.

ADESA WISCONSIN, LLC

AFC CAL, LLC

ADS ASHLAND, LLC

ADS PRIORITY TRANSPORT LTD
ASSET HOLDINGS IlI, L.P.
AUCTIONTRAC, LLC

AUTO DEALERS EXCHANGE OF CONCORD, LL(
AUTO DEALERS EXCHANGE OF MEMPHIS, LL(C
AUTO DISPOSAL SYSTEMS, INC

AUTO PORTFOLIO SERVICES, LL(
AUTOMOTIVE FINANCE CONSUMER DIVISION, LLC
AUTOMOTIVE FINANCE CORPORATION
AUTOMOTIVE RECOVERY SERVICES, INC
AUTOVIN, INC.
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AXLE HOLDINGS, INC.

CARSARRIVE NETWORK, INC.

INSURANCE AUTO AUCTIONS, INC.
INSURANCE AUTO AUCTIONS CORF
INSURANCE AUTO AUCTIONS TENNESSEE LL(
IAA ACQUISITION CORP.

IAA SERVICES, INC.

LIVEBLOCK AUCTIONS INTERNATIONAL, INC.
OPENLANE, INC.

PAR, INC.

RECOVERY DATABASE NETWORK, INC
SALVAGE DISPOSAL COMPANY OF GEORGI/
SIOUX FALLS AUTO AUCTION, INC.
TRI-STATE AUCTION CO., INC.

ZABEL & ASSOCIATES, INC.

By /s/ Eric M. Loughmillel

Name: Eric M. Loughmiller
Title:  Authorized Signatonr
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WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Trustet

By /s/ Gregory S. Clar

Name: Gregory S. Clark
Title:  Vice Presiden
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Exhibit 10.11(b)
AFC LETTERHEAD
December 20, 2012

Don Gottwald
13085 Hamilton Crossing Boulevard
Carmel, IN 46032

Re: Amendment to Offer Letter
Dear Don:

This letter is intended to confirm that, notwitheiing any provisions to the contrary containedrip amployment, severance, change
in control, or consulting agreement or other agre@nor arrangement (collectively, the “ Agreeméhtsetween you and KAR Auction
Services, Inc. or any of its affiliates or subsittia (collectively and individually, the_* Compafiy it is the intention of the parties that, to the
extent payment of any severance amount or benediéiuthe Agreements is conditioned upon your execwuf a general release of claims
against the Company (a “ Reled}ethe following terms and conditions shall apply:

1) The Release must be executed by you and returrtbé ©ompany, and must become irrevocable, withérpieriod that is sixty (60)
days following the date of your termination of emyhent or service with the Company. The form ofeldsee shall be delivered to y
no later than ten (10) days following the date adiytermination of employment or service with then@pany.

2) To the extent that such sixty (60) day period sgatscalendar years, no payment of any severanoiainor benefit that is
(i) considered to be nonqualified deferred compgmsavithin the meaning of Section 409A of the mi@l Revenue Code and
(ii) conditioned upon the Release, shall be maderbdhe first day of the second calendar yearmndigss of when the Release is
actually executed and returned to the Company.

Except as set forth above, all other terms anditiond of the Agreements remain unchanged andliridice and effect. Please sign
and return a copy of this letter agreement to ngnéibn by December 31, 2012 to indicate your ageyd to and acceptance of the above.

Sincerely,
AUTOMOTIVE FINANCE CORPORATION
By: /s/ Rebecca C. Pol:

Name: Rebecca C. Pole
Its: Assistant Secretal

ACCEPTED AND AGREEL
this 20th day of December, 20

/s/ Don Gottwalc
Don Gottwald
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EXHIBIT 12.1

KAR Auction Services, Inc.
Statement of Computation of Ratio of Earnings to Bied Charges
(In millions, except ratios)

For the Year Ended
December 31,

2012 2011 2010
Income before income tax $ 151.¢ $ 90.C $ 96.¢
Fixed charges(1

Interest expens 119. 143.1 141.¢

Interest component of all rentz 32.C 30.C 29.2
Total fixed charge 151. 173.1 170.7
Earnings before income taxes and fixed cha $ 303.C $ 263.1 $ 267.t
Ratio of earnings to fixed charg 2.C iLE 1.€

Q) Fixed charges represent interest and thedst@omponent of all rentals. We use a reasongpleamation of the
interest factor related to operating leases inutaling the interest component of all rent:
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EXHIBIT 21.1
Subsidiaries of KAR Auction Services, Inc.

The following is a list of subsidiarieskWAR Auction Services, Inc. (a Delaware corporation)

Name

ADESA, Inc.

State or Jurisdiction of
Incorporation or Organization

Delaware

ADESA Corporation, LLC Indiana
A.D.E. of Ark-La-Tex, Inc. Louisiana
A.D.E. of Knoxville, LLC Tennesse
ADESA Ark-La-Tex, LLC Louisiana
ADESA Arkansas, LLC Delaware
ADESA Atlanta, LLC New Jerse!
ADESA Birmingham, LLC Alabama
ADESA California, LLC California
ADESA Charlotte, LLC North Caroline
ADESA Colorado, LLC Colorado
ADESA Dealer Services, LL! Indiana
ADESA Des Moines, LLC lowa
ADESA Florida, LLC Florida
ADESA Impact Texas, LL( Texas
ADESA Indianapolis, LLC Indiana
ADESA Lansing, LLC Michigan
ADESA Lexington, LLC Kentucky
ADESA Mexico, LLC Indiana
ADESA Minnesota, LLC Minnesots
ADESA Missouri, LLC Missouri
ADESA Nevada, LLC Nevadas
ADESA New Jersey, LL( New Jerse!
ADESA New York, LLC New York
ADESA Ohio, LLC Ohio
ADESA Oklahoma, LLC Oklahoma
ADESA Pennsylvania, LL( Pennsylvani:
ADESA Phoenix, LLC New Jerse!
ADESA San Diego, LLC California
ADESA South Florida, LLC Indiana
ADESA Texas, Inc. Texas
ADESA Virginia, LLC Virginia
ADESA Wisconsin, LLC Wisconsin
AFC Cal, LLC California
Asset Holdings II, L.P. Ohio

Auto Portfolio Services, LL( Indiana
Auto Dealers Exchange of Concord, LI Massachuseti
Auto Dealers Exchange of Memphis, LI Tennesse
Automotive Finance Consumer Division, LL Indiana
Automotive Finance Corporatic Indiana
Automotive Recovery Services, In Indiana
AutoVIN, Inc. Indiana
Liberty Recovery, LLC Indiana
PAR, Inc. Indiana
Axle Holdings, Inc. Delaware
Axle Holdings Acquisition Company, LL! Delaware
Insurance Auto Auctions, Inc lllinois

Name
Insurance Auto Auctions Cory

State or Jurisdiction of
Incorporation or Organization

Delaware

Insurance Auto Auctions Tennessee L Tennesse
Insurance Auto Auctions of Georgia LL Georgia
IAA Acquisition Corp. Delaware

IAA Services, Inc.

Illinois



Auto Disposal Systems, Inc

ADS Ashland, LLC

ADS Priority Transport Ltd.

Dent Demon, LLC

Sioux Falls Auto Auction, Inc
Tri-State Auction Co., Inc

Zabel & Associates, Inc

LiveBlock Auctions International, Inc
LiveBlock Auctions Canada Ltd
WFEA Holdings, Inc.

CarBuyCo, LLC

AFC Funding Corporatio
AuctionTrac, LLC

OPENLANE, Inc.

CarsArrive Network, Inc.

Recovery Database Network, In
OPENLANE Canada Co
OPENLANE Canada Inc

NEPO Auto Centre, Inc

Auction Vehicles of Mexico, S. de R.L. de C.'
ADESUR S. de R.L. de C.V
254(-0714 Quebec Inc

504811 NB Ltd.

51937 Newfoundland & Labrador Limite
79378 Manitoba Inc

ADESA Auctions Canada Corporatir
ADESA Montreal Corporatio
ADESA Quebec Corporatic

ADESA Remarketing Services Ini
AutoVIN Canada Inc.

Automotive Finance Canada In
Greenlight Canada, UL

Impact Auto Auctions Ltd.

Impact Auto Auctions Sudbury Ltc
Suburban Auto Parts Inc

* Unless otherwise indicated, all subsidiaries arellylowned.

Ohio

Ohio

Ohio

Indiana

South Dakot:
North Dakotz
North Dakote
Nevadas
Saskatchewa
Alberta

North Caroline
Indiana
Indiana
Delaware
Georgia
Delaware
Nova Scotie
Ontario
Ontario
Federal District of Mexict
Federal District of Mexict
Quebec

New Brunswick
Newfoundlanc
Manitoba
Nova Scotic
Nova Scotic
Quebec
Ontario

Nova Scotie
Ontario
Alberta
Ontario
Ontario* (own 50%;
Ontario
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EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
KAR Auction Services, Inc.:

We consent to the incorporation by refeecincregistration statement (No. 333-174038) omF8¢3 and registration statements (No. 333
164032 and No. 333-168523) on Form S-8 of KAR AurtiBervices, Inc., of our report dated February2B23, with respect to the
consolidated balance sheets of KAR Auction Seryires and subsidiaries as of December 31, 20128id, and the related consolidated
statements of income, comprehensive income, stdd&rs) equity and cash flows for each of the y@atke three-year period ended
December 31, 2012, and the effectiveness of inteargrol over financial reporting as of Decembér 2012, which report appears in the
December 31, 2012 annual report on Form 10-K of KiRtion Services, Inc.

/sl KPMG LLP

Indianapolis, Indiana
February 22, 2013
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EXHIBIT 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

[, James P. Hallett, certify that:

1)

2)

3)

4)

5)

| have reviewed this Annual Report on Form 10-K&fR Auction Services, Inc.;

Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant's other certifying officer and | a@eponsible for establishing and maintaining disgfe controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registraligdosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) disclosed in this report any change in the regi$santernal control over financial reporting tleaturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reportinggan

The registrant's other certifying officer anidalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thetamnmittee of registrant's board of directorsigersons performing the equivalent
functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradofinancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

b) any fraud, whether or not material, that involveenagement or other employees who have a significémin the registrant's
internal control over financial reporting.

/s/ JAMES P. HALLETT

James P. Hallett
Chief Executive Office

Date: February 22, 2013
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EXHIBIT 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

[, Eric M. Loughmiller, certify that:

1)

2)

3)

4)

5)

| have reviewed this Annual Report on Form 10-K&fR Auction Services, Inc.;

Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant's other certifying officer and | a@eponsible for establishing and maintaining disgfe controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registraligdosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) disclosed in this report any change in the regi$santernal control over financial reporting tleaturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reportinggan

The registrant's other certifying officer anidalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thetamnmittee of registrant's board of directorsigersons performing the equivalent
functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradofinancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

b) any fraud, whether or not material, that involveenagement or other employees who have a significémin the registrant's
internal control over financial reporting.

/s ERIC M. LOUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Offi

Date: February 22, 2013
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EXHIBIT 32.1

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarban€&xley Act of 2002

In connection with the Annual Report of KAMRction Services, Inc. (the "Company") on FormK.@er the fiscal year ended
December 31, 2012, as filed with the SecuritiesBxcthange Commission on the date hereof (the "R§pbrlames P. Hallett, as Chief
Executive Officer of the Company, certify, to thesbof my knowledge, pursuant to 18 U.S.C. §135@dopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1) The report fully complies with the requiremeatsSection 13(a) or 15(d), as applicable, of teeusities Exchange Act of 1934;
and

2) the information contained in this Report fairly geats, in all material respects, the financial o and results of operations
the Company.

/sl JAMES P. HALLETT

James P. Hallett
Chief Executive Office

Date: February 22, 2013
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EXHIBIT 32.2

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002

In connection with the Annual Report of KAMRction Services, Inc. (the "Company") on FormK.@er the fiscal year ended
December 31, 2012, as filed with the Securitiesxecthange Commission on the date hereof (the "R§pbrEric M. Loughmiller, as Chief
Financial Officer of the Company, certify, to thesb of my knowledge, pursuant to 18 U.S.C. §135@dmpted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1) The report fully complies with the requiremeatsSection 13(a) or 15(d), as applicable, of teeusities Exchange Act of 1934;
and

2) the information contained in this Report fairly geats, in all material respects, the financial o and results of operations
the Company.

/s/ ERIC M. LOUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Offi

Date: February 22, 2013
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