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FINANCIAL INFORMATION

Item 1. Financial Statements

PART |

KAR Auction Services, Inc.
Consolidated Statements of Income
(In millions, except per share data)

Operating revenues
ADESA Auction Services
IAA Salvage Services
AFC
Total operating revenues
Operating expenses
Cost of services (exclusive of depreciation and réizadion)
Selling, general and administrative
Depreciation and amortization
Total operating expenses
Operating profit
Interest expense
Other income, net
Loss on extinguishment/modification of debt
Income before income taxes
Income taxes
Net income
Net income per share
Basic

Diluted

Dividends declared per common share

(Unaudited)

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
308.1 $§ 275« 908.C $ 844.:
217t 198.¢ 666.< 623.2
63.5 59.t 184.2 165.2
589.1 533.7 1,758.t 1,632
328.( 296.2 974.¢ 926.t
116.5 120.: 357.¢ 333.
48.¢ 49.€ 145.2 145.¢
493.¢ 466.] 1,477t 1,405
95.7 67.€ 281.( 227.(
20.2 26.C 65.2 79.2
(0.5) 0.8 1.9 (2.5
— — 30.: 5.4
75.¢ 42.¢ 187.2 144.¢
28.4 19.€ 68.2 59.t
475 $ 22.¢ 119.C $ 85.¢
034 $ 0.1¢€ 0.8t $ 0.62
03z % 0.1¢€ 0.84 $ 0.61
02t $ 0.1¢ 0.7t $ 0.57




See accompanying notes to consolidated financasistents
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KAR Auction Services, Inc.
Consolidated Statements of Comprehensive Income

(In millions)
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Net income $ 475 $ 22¢ % 119.C $ 85.¢
Other comprehensive income (loss), net of tax
Foreign currency translation gain (loss) (10.9) 4.€ (11.9 (9.7
Unrealized gain on interest rate derivatives, fi¢éax of $0 and $(0.1) for the
three and nine months ended September 30, 2013 — 0.1 — 0.2
Total other comprehensive income (loss), net of tax (20.9) 4.7 (11.9 (9.5
Comprehensive income $ 36.7 $ 278 % 107.¢ $ 75.¢




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

Consolidated Balance Sheets
(In millions)
(Unaudited)

Assets
Current assets
Cash and cash equivalents
Restricted cash
Trade receivables, net of allowances of $5.5 an8é $4
Finance receivables, net of allowances $8.0 andl $8.
Deferred income tax assets
Other current assets
Total current assets
Other assets
Goodwill
Customer relationships, net of accumulated amdaitizaf $534.9 and $479.0
Other intangible assets, net of accumulated anatidiz of $251.8 and $219.6
Unamortized debt issuance costs
Other assets
Total other assets
Property and equipment, net of accumulated degreciaf $515.3 and $472.6

Total assets

September 30, December 31,
2014 2013

$ 214.¢ 191.¢

16.2 18.¢

450.t 354.:

1,277.: 1,099.¢

36.2 36.2

87.¢ 91.C

2,082.¢ 1,791.!

1,705. 1,705.:

506.t 569.¢

305.7 307.1

17.¢ 37.¢

37.C 11.¢

2,572.. 2,631.¢

715.1 703.¢

$ 5,370. 5,127.;




See accompanying notes to consolidated financsistents
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KAR Auction Services, Inc.
Consolidated Balance Sheets
(In millions, except share and per share data)

(Unaudited)
September 30, December 31,
2014 2013
Liabilities and Stockholders' Equity
Current liabilities
Accounts payable $ 532.: $ 435.t
Accrued employee benefits and compensation expenses 75.5 63.€
Accrued interest & 0.3
Other accrued expenses 106.t 93.C
Income taxes payable 6.S 2.3
Dividends payable 35.2 3417
Obligations collateralized by finance receivables 858.¢ 772.¢
Current maturities of long-term debt 16.1 32.t
Total current liabilities 1,631.¢ 1,434.¢
Non-current liabilities
Long-term debt 1,740.¢ 1,734.
Deferred income tax liabilities 325.% 354.¢
Other liabilities 137.¢ 121.:
Total non-current liabilities 2,204.( 2,210.¢
Commitments and contingencies (Note 8)
Stockholders' equity
Preferred stock, $0.01 par value:
Authorized shares: 100,000,000
Issued shares: none — —
Common stock, $0.01 par value:
Authorized shares: 400,000,000
Issued and outstanding shares:
September 30, 2014: 140,800,441
December 31, 2013: 139,027,581 1.4 1.4
Additional paid-in capital 1,584.¢ 1,534.(
Accumulated deficit (58.5) (72.9)
Accumulated other comprehensive income 7.3 18.7
Total stockholders' equity 1,534.¢ 1,481.¢
Total liabilities and stockholders’ equity $ 5370« § 5,127.




See accompanying notes to consolidated financsgsients
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KAR Auction Services, Inc.
Consolidated Statements of Stockholders' Equity

(In millions)
(Unaudited)
Accumulated
Common Common Additional Other
Stock Stock Paid-In Accumulated Comprehensive
Shares Amount Capital Deficit Income Total
Balance at December 31, 2013 139.C $ 14 $ 1534.( $ (72.9) $ 18.7 $ 1,481.¢
Net income 119.( 119.(
Other comprehensive loss, net of tax (11.9 (11.9
Issuance of common stock under stock plans 1.8 20.€ 20.€
Stock-based compensation expense 26.5 26.t
Excess tax benefits from stock-based compensation 3.2 3.2
Cash dividends declared to stockholders ($0.75 pe
share) (105.2) (105.2)




See accompanying notes to consolidated financsients
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KAR Auction Services, Inc.
Consolidated Statements of Cash Flows
(In millions)
(Unaudited)

Operating activities

Net income
Adjustments to reconcile net income to net cash pwided by operating activities:
Depreciation and amortization
Provision for credit losses
Deferred income taxes
Amortization of debt issuance costs
Stock-based compensation
(Gain) loss on disposal of fixed assets
Loss on extinguishment/modification of debt
Other non-cash, net
Changes in operating assets and liabilities, net acquisitions:
Trade receivables and other assets
Accounts payable and accrued expenses

Net cash provided by operating activities

Investing activities
Net increase in finance receivables held for inwesit
Acquisition of businesses (net of cash acquired)equity method investments
Purchases of property, equipment and computer aodtw
Proceeds from the sale of property and equipment
Decrease in restricted cash

Net cash used by investing activities

Financing activities
Net increase in book overdrafts
Net increase in obligations collateralized by fioameceivables
Proceeds from long-term debt
Payments for debt issuance costs/amendments
Payments on long-term debt
Payment for early extinguishment of debt
Payments on capital leases
Payments of contingent consideration and defercgdisition costs
Initial net investment for interest rate caps
Issuance of common stock under stock plans
Excess tax benefits from stock-based compensation
Dividends paid to stockholders

Net cash used by financing activities

Effect of exchange rate changes on cash

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash paid for interest

Cash paid for taxes, net of refunds

Nine Months Ended

September 30,

2014 2013
$ 119.C % 85.c
145.% 145.¢
12.C 7.2
(28.7) 11.2
5.9 8.C
26.5 16.¢
(0.3 0.2
30.5 5.4
24 11.1
(89.2) (21.2)
104.% 48.:
327.7 318.¢
(191.¢) (79.9
(30.9 (28.9)
(70.3) (75.9)
0.1 0.2
2.€ 2.8
(290.7) (180.%)
22.2 38.€
90.5 31.¢
1,767.. 188.(
(11.9) (26.0
(1,782.9) (49.9
— (188.9
(14.3) (11.9
(0.2 (1.6
— (2.2
20.¢ 20.¢
3.2 5.2
(104.7%) (52.29)
9.9 (46.5)
(5.0 (3.9
23.2 87.%
191.¢ 108.7
$ 214¢ % 196.(
$ 572 % 68.7
$ 794 % 36.¢



See accompanying notes to consolidated financasistents
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2014 (Unaudited)

Note 1—Basis of Presentation and Nature of Operatits
Defined Terms
Unless otherwise indicated or unless the contéwratise requires, the following terms used herballdave the following meanings:

. "we," "us," "our" and "the Company" refer, colleety, to KAR Auction Services, Inc. and all of itshsidiaries

. "ADESA" or "ADESA Auctions" refer, collectivelyto ADESA, Inc., a wholly-owned subsidiary of KARu&tion Services, and
ADESA, Inc.'s subsidiaries, including OPENLANE, Ifftogether with OPENLANE, Inc.'s subsidiaries, BN ANE");

. "AFC" refers, collectively, to Automotive Finam€orporation, a whollpwned subsidiary of ADESA, and Automotive Final
Corporation's subsidiaries and other related estithcluding PWI Holdings, Inc.;

. "Axle LLC" refers to Axle Holdings Il, LLC, théormer ultimate parent company of IAA and a holdecommon equity
interests in KAR LLC;

. "Credit Agreement" refers to the Amended andi&ted Credit Agreement, dated March 11, 2014, ankokig Auction
Services, as the borrower, the several banks dmt fhancial institutions or entities from timettme parties thereto and the
administrative agent;

. "Original Credit Agreement" refers to the Crefigreement, dated May 19, 2011, among KAR Auctierviges, as the
borrower, the several banks and other financiditiri®ons or entities from time to time parties i@ and the administrative
agent, as amended on November 29, 2012 and Mar@013;

. "Credit Facility" refers to the three year sersecured term loan B-1 facility (“Term Loan B-1if)e seven year senior secured
term loan B-2 facility ("Term Loan B-2") and theZ2million , five year senior secured revolvingditdacility (the "new
revolving credit facility"), the terms of which aset forth in the Credit Agreement;

. "Original Credit Facility" refers to the six yesenior secured term loan facility ("Term Loan BHd the $250 million , fivgear
senior secured revolving credit facility (the "e&lolving credit facility"), the terms of which aset forth in the Original 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 Il, L.P.;

. "IAA" refers, collectively, to Insurance Auto Ations, Inc., a whollyewned subsidiary of KAR Auction Services, and lasuoe
Auto Auctions, Inc.'s subsidiaries;

. "KAR Auction Services" refers to KAR Auction Servigénc. and not to its subsidiaries;

. "KAR LLC" refers to KAR Holdings Il, LLC, whichs owned by affiliates of the Equity Sponsors, otbguity co-investors and
management of the Company.

Business and Nature of Operatior

As of September 30, 2014 , we have a network AABESA whole car auction sites and 166 IAA salvaghigle auction sites; in
addition, we offer online auctions for both whobe end salvage vehicles. Our auctions facilitagestie of used and salvage vehicles through
physical, online or hybrid auctions, which pernnitdrnet buyers to participate in physical auctigxiBESA Auctions and IAA are leading,
national providers of wholesale and salvage vefsiolgtions and related vehicle remarketing servisethe automotive industry in North
America. ADESA's online service offerings includestomized private label solutions powered withwafe developed by its wholly-owned
subsidiary, OPENLANE, that allow our institutior@nsignors (automobile manufacturers, captive fieacompanies and other institutions) to
offer vehicles via the Internet prior to arrivaltaé physical auction. Remarketing services includariety of activities designed to transfer
used and salvage vehicles between sellers andstiyeughout the vehicle life cycle. ADESA Aucticarsd |AA facilitate the exchange of
these vehicles through an auction marketplace,wdligns sellers and buyers. As an agent for custsnthe Company generally does not tak
title to or ownership of vehicles sold at the aniesi. Generally, fees are earned from the sellebagdr on each successful auction transactior



in addition to fees earned for ancillary services.
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

ADESA has the second largest used vehicle auctbmork in North America, based upon the numbersafduvehicles sold through
auctions annually, and also provides services agdhbound and outbound transportation logistesomnditioning, vehicle inspection and
certification, titling, administrative and recovesgrvices. ADESA is able to serve the diverse anlfitfaceted needs of its customers through
the wide range of services offered.

IAA is one of the leading providers of salvage wéhiauctions and related services in North Ameiidee salvage auctions facilitate the
remarketing of damaged vehicles that are desigrasi¢dtal losses by insurance companies, recostoéeh vehicles for which an insurance
settlement with the vehicle owner has already meade, purchased vehicles and older model vehideatdd to charity or sold by dealers in
salvage auctions. The salvage auction businesgatipes in providing services such as inbound tparntion logistics, inspections,
evaluations, salvage recovery services, titling settlement administrative services.

AFC is a leading provider of floorplan financingitmlependent used vehicle dealers and this fingrisiprovided through 111 locations
throughout the United States and Canada as of ®bpte30, 2014 . Floorplan financing supports indejest used vehicle dealers in North
America who purchase vehicles at ADESA, IAA, othised vehicle and salvage auctions and non-auctimhases. In addition to floorplan
financing, AFC also provides independent used Veluealers with other related services and prog¢igatsh as warranty service contracts.

Basis of Presentatiol

The accompanying unaudited consolidated finant#éments have been prepared in accordance wittraglgnaccepted accounting
principles in the United States of America ("U.\&") for interim financial information and with ¢éhinstructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they dot include all of the information and notes reqdiby U.S. GAAP for annual financial
statements. Operating results for interim perigdsnat necessarily indicative of results that meyekpected for the year as a whole. In the
opinion of management, the consolidated finand&ksnents reflect all adjustments, generally coingjof normal recurring accruals
necessary, for a fair statement of our resultgpefations, cash flows and financial position fa fieriods presented. These consolidated
financial statements and condensed notes to cdased financial statements are unaudited and shieutdad in conjunction with the audited
consolidated financial statements and notes thémetoded in our Annual Report on Form 10-K for thear ended December 31, 201 filec
with the Securities and Exchange Commission onugalprl9, 2014. The 2013 year-end consolidatechbalaheet data included in this
Form 10-Q was derived from the audited financiatesnents referenced above, but does not includisalbsures required by U.S. GAAP for
annual financial statements.

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsiand assumptions that
affect the reported amounts of assets, liabilitiegenues, expenses and related disclosures data®f the financial statements and during the
reporting period. Actual results could differ frahese estimates.

We use the equity method to account for investmientempanies when we have the ability to exersiggificant influence over
operating and financial policies of the investeedmnot have a controlling financial interest. Quagment regarding the level of influence
over an equity method investment includes considekey factors such as our ownership interestemaptation on the board of directors,
participation in policy making decisions and maikimtercompany transactions. Under this methodosbunting, the Company records its
proportionate share of the net earnings or losgeaquity method investee and a correspondiagase or decrease to the investment
balance, which is included in "Other assets" onctiresolidated balance sheet. Based on the timimgheh financial information is received
from the investee, the Company records its shanebéarnings or losses of such investments og bdais. The Company evaluates its equity
method investments for impairment whenever eventhanges in circumstances indicate that the gagrgimounts of such investments may
not be recoverable.

New Accounting Standard

In May 2014, the Financial Accounting StandardsrddqaFASB") issued Accounting Standards Update (UAS2014-09,Revenue from
Contracts with Customers (Topic 606) , which supersedes the revenue recognition regeinésrin Accounting Standards Codification ("ASC")
605, Revenue Recognition . The new guidance provides clarification on theogmition of revenue to depict the transfer of pised goods or
services to customers in an amount that refleets¢imsideration to which the entity expects totéled in exchange for those goods or
services. ASU 2014-09 also requires additionalld&aes to help financial statement users bettderstand the nature, amount, timing and
uncertainty of revenue that is recognized. The geidance is effective for the first annual repagtperiod and interim periods beginning after
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

December 15, 2016, and will require either retrafipe application to each prior reporting perioéganted or retrospective application with
cumulative effect of initially applying the standaecognized at the date of adoption. The Compsuayiirently evaluating the impact the
adoption of ASU 2014-09 will have on the consolthtinancial statements and related disclosures.ddmpany has not yet selected a
transition method nor has it determined the eféé¢he standard on its ongoing financial reporting.

Note 2—Acquisitions and Equity Method Investment

In August 2014, ADESA acquired a 50% interest ih Ben Software Inc. (“TradeRev”) and its online ieéhremarketing system,
TradeRev, for $30 million in cash. TradeRev is alime automotive remarketing system where deal@nsl@unch and participate in real-time
vehicle auctions at any time from their mobile @egi or desktop. In addition, ADESA also entered ajoint marketing agreement with
TradeRev to assist in expanding its footprint ia dkealer-to-dealer online space in the U.S. anddan markets.

ASC 323,Investments - Equity Method and Joint Ventures, specifies that to the extent there is a basferdifice between the cost and the
underlying equity in the net assets of an equitaesitment, such difference is required to be alkt@ietween tangible and intangible assets. A
the date of acquisition, the carrying amount ofithestment in TradeRev was greater than the Coypaquity in the underlying assets of
TradeRev by approximately $21.9 million as a resfithe difference in the carrying amounts of infilte assets. The Company is currently
evaluating the allocation of assets. Based upopisléminary valuation, the difference attributabdeamortizable intangible assets was
estimated at approximately $5.8 million at the tioi¢he equity investment, which is being amortineda straight-line basis over the expected
useful lives of the intangible assets, which rafige 7 to 15 years. The intangible assets areeftd#ated on the balance sheet of KAR Auctior
Services.

TradeReV’s results of operations are recorded @meamonth lag basis. The Company’s share in théoesés of TradeRev through
August 31, 2014 was $0.2 million . This amount wexdrded to “Other income, net” in the consolidagetements of income.

In December 2013, the Company purchased the asfddigh Tech Locksmiths ("HTL"), which specializasproducts for the automoti
industry. HTL is the largest provider of transpondemote, high-security and car smart keys in Néwnerica. HTL utilizes technologically
advanced equipment and processes that the Compéayds will benefit customers across the KAR besiunits. The purchased assets of
HTL included accounts receivable, inventory, ogagpequipment, software, customer relationshipsteasdenames related to the business.
Financial results for this acquisition have bearuded in our consolidated financial statementmftbe date of acquisition.

The purchase price of HTL was approximately $24illan , which included estimated contingent payitsesind deferred costs with a
present value of $7.6 million . The maximum amaefmindiscounted contingent payments and deferrstbeelated to this acquisition would
approximate $8.5 million . The purchase accourgisgpciated with this acquisition has been finaleed the acquired assets and liabilities
were recorded based upon fair values, includingGtrillion assigned to intangible assets, reprasgrhe fair value of acquired customer
relationships, tradenames and software, which airegtamortized over their respective useful liviege acquisition resulted in goodwill 8.3
million . The goodwill is recorded in the ADESA Auctionpoetable segment. The financial impact of this &sitjan, including annualized p
forma financial results, was immaterial to the Camyds consolidated statement of income for the gaded December 31, 2013. In addition,
the financial impact of this acquisition was immatkto the Company's consolidated results fortktinee and nine months ended September 3
2014.

10




Table of Contents

KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

Note 3—Stock-Based Compensation Plans

We adopted the KAR Auction Services, Inc. 2009 huriStock and Incentive Plan (“Omnibus Plaim)December 2009. The Omnit
Plan is intended to provide equity or cash-baseatdsvto our employees. At KAR Auction Services' AalnMeeting of Stockholders in June
2014, the stockholders approved the amendmentestatement of the Omnibus Plan. As a result, thérmam number of shares that may be
issued pursuant to awards under the Omnibus Planngeeased from 6.5 million to 12.5 million . Gatock-based compensation expense has
included expense associated with KAR Auction Sewidnc. service and exit option awards, perforragvased restricted stock units
("PRSUs"), KAR LLC profit interests and Axle LLCgffit interests. We have classified the KAR Aucti®ervices, Inc. service and exit optic
and PRSUs as equity awards. The KAR LLC and AxI€ldrofit interests were classified as liability ads The main difference between a
liability-classified award and an equity-classifisadard is that liability-classified awards are rasi@red each reporting period at fair value.

In the first nine months of 2014, we granted appnaxely 0.9 million service options with a weightaderage exercise price of $30.06
per share under the Omnibus Plan. The serviceraphiave a ten year life and generally vest in &mural annual installments, commencing on
the first anniversary of the grant date. The weigtdverage fair value of the service options gdhmtehe first nine months of 2014 was $6.37
per share. The fair value of service options gimias estimated on the date of grant using thekBkatoles option pricing model with an
expected life of 6.25 years, an expected volatdit30% , a weighted average annual rate of quantigridends of 3.33% and a weighted
average risk free interest rate of 1.85% .

In the first quarter of 2014, we granted a targabant of approximately 0.1 million PRSUs to certekecutive officers of the Company.
Half of the PRSUs vest three years from the grate @ and to the extent that the Company's tdtateholder return relative to that of
companies within the S&P 500 Index exceeds celtaigls over the same period. The other half oRR&Us vest if and to the extent that the
Company's three year adjusted earnings per shaiesatertain specified goals.

In March 2014, the vesting criteria for 25% of theét options granted under the KAR Auction Servjdas. Stock Incentive Plan and the
Omnibus Plan was met and as such, an additionald5ke exit options granted became exercisable.

The total income tax benefit recognized in the otidated statement of income for options and PR&&s approximately $2.1 million
and $0.4 million for the three months ended Septer3b, 2014 and 2013, respectively, and $9.6 onillind $1.6 million for the nine months
ended September 30, 2014 and 2013, respectiviereTwas no income tax benefit recognized by us retpect to the KAR LLC and
Axle LLC profit interests. In addition, all of theompensation expense related to the KAR LLC an@&AXIC operating units and value units
was recognized and paid as of December 31, 20X8fdllowing table summarizes our stock-based corsaimn expense by type of awdid
millions) :

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 2014 2013
Service options $ 1.0 $ 0.8 $ 29 % 2.2
Exit options 3.8 3 21. 2.3
PRSUs 0.9 — 205 —
KAR LLC operating units - profit interests — 2.€ — 3.1
KAR LLC value units - profit interests — 0.7 — 0.7
Axle LLC operating units - profit interests — 1.¢ — 2.4
Axle LLC value units - profit interests — 6.1 — 6.1
Total stock-based compensation expense $ 57 § 124§ 265§ 16.¢

11
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

Note 4—Net Income Per Share

The following table sets forth the computation ef mcome per sha@n millions except per share amounts) :

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Net income $ 475 9 22.& $ 119.C $ 85.c
Weighted average common shares outstanding 140.€ 138.: 140.( 137.t
Effect of dilutive stock options and restrictedcit@wards 1.7 3.C 1.4 2.¢
Weighted average common shares outstanding andtjgdteommon shares 142.: 141.c 141.¢ 140.¢
Net income per share

Basic $ 034 % 0.1¢ $ 08t $ 0.6z

Diluted $ 03: $ 0.1¢ $ 084 $ 0.61

Basic net income per share was calculated by digidiet income by the weighted-average number aftanding common shares for the
period. Diluted net income per share was calculatetsistent with basic net income per share inolyitle effect of dilutive unissued common
shares related to our stock-based employee comjmmpaogram. The effect of stock options on nebime per share-diluted is determined
through the application of the treasury stock méthehereby 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 0.5 million options wereckxded from the calculation of diluted
net income per share for the three months endet®bpr 30, 2014 , and approximately 0.5 million @r®Imillion options were excluded
from the calculation of diluted net income per shfar the nine months ended September 30, 2012@h8l, respectively. Total options
outstanding at September 30, 2014 and 2013 wenaiflidn and 7.8 million , respectively.

Note 5—Finance Receivables and Obligations Collatalized by Finance Receivables

AFC sells the majority of its U.S. dollar denomigdfiinance receivables on a revolving basis andouitrecourse to a wholly-owned,
bankruptcy remote, consolidated special purpossidiany ("AFC Funding Corporation") established floe purpose of purchasing AFC's
finance receivables. A securitization agreemewinalfor the revolving sale by AFC Funding Corparatio a group of bank purchasers of
undivided interests in certain finance receivaklgsject to committed liquidity. The agreement egpion June 30, 2016. AFC Funding
Corporation had committed liquidity of $800 millidar U.S. finance receivables at September 30, 2014

We also have an agreement for the securitizatichubdmotive Finance Canada Inc.'s ("AFCI") receieab This securitization facility
also expires on June 30, 2016. AFCI's committedidity is provided through a third party conduiefsirate from the U.S. facility) and was
C$100 million at September 30, 2014 . The receasbbld pursuant to both the U.S. and Canadianiseation agreements are accounted for
as secured borrowings.

The following tables present quantitative inforroatabout delinquencies, credit losses less recew€het credit losses") and
components of securitized financial assets and o#lated assets managed. For purposes of thisrdlion, delinquent receivables are defined
as receivables 31 days or more past due.

September 30, 2014
Principal Amount of:

Net Credit Losses Net Credit Losses

Receivables  Three Months Ended Nine Months Ended
(in_millions) Receivables  Delinquent September 30, 2014 September 30, 2014
Floorplan receivables $ 1,278 $ 2S¢ % 33 % 9.€
Other loans 6.8 — — —
Total receivables managed $ 128.0 § 2S¢ § 32 § 9.€
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

December 31, 2013 .
— - Net Credit Losses
Principal Amount of: Three Months Ended  Net Credit Losses

Receivables Nine Months Ended
(in millions) Receivables Delinquent  September 30, 2013 September 30, 2013
Floorplan receivables $ 1,09.¢ $ 51 §$ 17 $ 6.2
Other loans 7.8 — — —
Total receivables managed $ 11076 $ 51 % 17 % 6.2

AFC's allowance for losses was $8.0 million at 8eyiter 30, 2014 and December 31, 2013 .

As of September 30, 2014 and December 31, 2012791 million and $1,100.2 million , respectivedyf finance receivables and a cast
reserve of 1 percent of the obligations collatemliby finance receivables served as securith®$858.8 million and $772.4 million of
obligations collateralized by finance receivableSeptember 30, 2014 and December 31, 2013 , risglgc

Proceeds from the revolving sale of receivablgbédbank facilities are used to fund new loansust@mers. 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, antietcovenants tied to the performance of the fiearceivables portfolio. The securitization
agreements also incorporate the financial coverardasr Credit Facility. At September 30, 201#e were in compliance with the covenant
the securitization agreements.

Note 6—Long-Term Debt

Long-term debt consisted of the followifig millions) :

September 30, December 31,

Interest Rate Maturity 2014 2013
Term Loan B-1 Adjusted LIBOR + 2.50% March 11, 2017 $ 646.2. $ =
Term Loan B-2 Adjusted LIBOR  + 2.75% March 11, 2021 1,113.. —
Term Loan B Adjusted LIBOR + 2.75% N/A — 1,771.¢
New revolving credit facility Adjusted LIBOR + 2.25% March 11, 2019 — —
Old revolving credit facility Adjusted LIBOR + 3.50% N/A — —
Canadian line of credit CAD Prime +1.50% Repayable upon demand — —
Total debt 1,759.¢ 1,771.¢
Unamortized debt discount (2.6) (4.6)
Current portion of long-term debt (26.7) (32.5)
Long-term debt $ 1,740¢ % 1,734,

Credit Facilities

On March 11, 2014, we repaid all principal outstagdind interest due under the Original Credit &gnent and established a three year
senior secured term loan facility ("Term Loan B;H)seven year senior secured term loan facilifgifh Loan B-2") and a $250 million , five
year senior secured revolving credit facility (thew revolving credit facility"), the terms of whiare set forth in the Amended and Rest
Credit Agreement, dated as of March 11, 2014. €mas in the Credit Agreement supersede the terrtteedDriginal Credit Agreement. No
early termination penalties were incurred by thenBany in connection with the refinancing; howeweg,incurred a non-cash loss on the
extinguishment of debt under the Original Creditégment of $30.3 million . The loss was a resuthefwrite-off of certain unamortized debt
issuance costs and the unamortized debt discoufieéon Loan B.
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The Credit Facility is available for letters of dig working capital and general corporate purpo$ég Credit Agreement provides that
with respect to the new revolving credit facilip to $75 million is available for letters of crednd up to $75 million is available for swing
line loans. Subject to certain conditions, the @rAdreement also permits additional revolving @m loan commitments of (i) up to $300
million or (ii) an unlimited amount if the Consadittd Senior Secured Leverage Ratio (as defindtkiCtedit Agreement) is less than or equal
to 3.5t0 1.0, in each case from one or more otttisting lenders or other lenders (with the cohséthe administrative agent).

Term Loan B-2 was issued at a discount of $2.8anill The discount is being amortized using thedaffe interest method to interest
expense over the seven year term of the loan. Betim Loan B-1 and Term Loan B-2 are payable in gulgrinstallments equal to 0.25% of
the original aggregate principal amounts of thentkrans, respectively, as of the effective datehguayments commenced on June 30, 2014
and the balances are payable at each respectiveityatate. The Credit Facility is subject to matwaig prepayments and reduction in an
amount equal to the net proceeds of certain débtings, certain asset sales and certain insun@uovery events. In addition, in accordance
with the terms of the Credit Agreement, 50% ofrileé cash proceeds from the sale-leaseback of meettinology and capital equipment were
used to prepay $2.8 million and $4.8 million of felcoan B-1 and Term Loan B-2, respectively, infirgt nine months of 2014. Each such
prepayment is credited to prepay, on a pro rate basorder of maturity the unpaid amounts dudhennext eight scheduled quarterly
installments of Term Loan B-1 and Term Loan B-2 #reteafter to the remaining scheduled quartedyaiiments of each term loan on a pro
rata basis.

The obligations of the Company under the Crediilffaare guaranteed by certain of our domesticsadiaries (the "Subsidiary
Guarantors") and are secured by substantiallyfaleassets of the Company and the Subsidiarydbtens, including but not limited to:
(a) pledges of and first priority perfected seguiriterests in 100% of the equity interests of aierbf the Company's and the Subsidiary
Guarantors' domestic subsidiaries and 65% of théyenpterests of certain of the Company's andShbsidiary Guarantors' first tier foreign
subsidiaries and (b) perfected first priority ségunterests in substantially all other tangibtelantangible assets of the Company and each
Subsidiary Guarantor, subject to certain exceptidhe Credit Agreement contains affirmative andatisg covenants that we believe are usuze
and customary for a senior secured credit agreembptnegative covenants include, among other shilgitations on asset sales, mergers
acquisitions, indebtedness, liens, dividends, itnaeats and transactions with our affiliates. ThedirAgreement also requires us to mainte
maximum leverage ratio, provided there are revgiVoans outstanding. We were in compliance withdtvenants in the Credit Agreement at
September 30, 2014 .

Term Loan B-1 bears interest at Adjusted LIBOR (@96 , Term Loan B-2 at Adjusted LIBOR plus 2.768ith an Adjusted LIBOR
floor of 0.75% per annum for Term Loan B-2) and rrewolving loan borrowings at Adjusted LIBOR plu22% . However, for specified
types of borrowings, the Company may elect to nmiden Loan B-1 borrowings at a Base Rate (as defiméite Credit Agreement) plus
1.50% , Term Loan B-2 at a Base Rate plus 1.75%namdrevolving loan borrowings at a Base Rate fl@5% . The rates on Term Loan B-1
and Term Loan B-2 were 2.75% and 3.50% at SepteBthe014 , respectively. In addition, if the Compaeduces its Consolidated Senior
Secured Leverage Ratio, which is based on a neétoddtulation, to levels specified in the Creditrégment, the applicable interest rate on
Term Loan B-2 and the new revolving credit facilityfl step down by 25 basis points. The Company alays a commitment fee of 40 basis
points, payable quarterly, on the average dailysediamount of the new revolving credit facility.€Tiee may step down to 35 basis points
based on the Company's Consolidated Senior Seteredtage Ratio as described above.

There were no borrowings on either the new or elalving credit facility at September 30, 2014 eddmber 31, 2013 , respectively.
However, we had related outstanding letters ofitiedhe aggregate amount of $26.4 million and.828illion at September 30, 2014 and
December 31, 2013, respectively, which reducatheunt available for borrowings under the respeatiedit facility.

Fair Value of Debt

As of September 30, 2014 , the estimated fair vafumur long-term debt amounted to $1,735.9 millidrhe estimates of fair value are
based on broker-dealer quotes for our debt aspmie8der 30, 2014 . The estimates presented onterngfinancial instruments are not
necessarily indicative of the amounts that woulddazdized in a current market exchange.
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Note 7—Derivatives

We are exposed to interest rate risk on our vagiedte borrowings. Accordingly, interest rate fuations affect the amount of interest
expense we are obligated to pay. We use intersstieivatives with the objective of managing expedo interest rate movements, thereby
reducing the effect of interest rate changes aactfect they could have on future cash flows. Enity, interest rate cap agreements are usec
to accomplish this objective. In August 2013, wecpased four interest rate caps for an aggregateiainof approximately $2.2 million with
an aggregate notional amount of $1.2 billion to agEnour exposure to interest rate movements oxasiable rate Credit Facility when three-
month LIBOR exceeds 1.0% . The interest rate capesgents each had an effective date of August@B3 and each mature on August 16,
2015. The unamortized portion of the $2.2 milliamestment is recorded in “Other assets” on theaatated balance sheet, based on the
remaining term of the investment, and is being dixed over the remaining life of the interest redps to interest expense. We are exposed t
credit loss in the event of non-performance bycikenterparties; however, non-performance is natipated.

ASC 815 Derivatives and Hedging , requires companies to recognize all derivatigtriiments as either assets or liabilities at falue in
the balance sheet. The fair values of the inteetstderivatives are based on quoted market piicesmilar instruments from commercial
banks. The following table presents the fair valfieur interest rate derivatives included in thesmidated balance sheets for the periods
presented {(nh millions):

Asset Derivatives

September 30, 2014 December 31, 2013
Balance Sheet Fair Balance Sheet
Derivatives Not Designated as Hedging Instruments Location Value Location Fair Value
2013 Interest rate caps Other assets $ 0.1 Other assets $ 0.8

We have not designated any of the 2013 interestoahs as hedges for accounting purposes. Acctydeiganges in the fair value of the
interest rate caps are recognized as "Interesnsgién the consolidated statement of income. BHewing table presents the effect of the
interest rate derivatives on our consolidated statgs of income for the periods presentedrfillions):

Amount of Gain / (Loss)
Recognized in Income on Derivatives

Three Months Ended Nine Months Ended

September 30, September 30,
Derivatives Not Designated as Location of Gain / (Loss) Recognized in
Hedging Instruments Income on Derivatives 2014 2013 2014 2013
2013 Interest rate caps Interest expense $ — 0.9 $ 0.7 $ (0.9

Note 8—Commitments and Contingencies

We are involved in litigation and disputes arisinghe ordinary course of business, such as actilaged 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 lidtilas well as the ability to reasonably
estimate the amount of loss, in determining loggingencies. We accrue an estimated loss contiygehen it is probable that a liability has
been incurred and the amount of loss (or ranges$iple losses) can be reasonably estimated. Marageegularly evaluates current
information available to determine whether accarabunts should be adjusted. Accruals for contingsnincluding litigation and
environmental matters are included in "Other aatmipenses” at undiscounted amounts and excluthesclar 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. Such mattergyarerally not, in the opinion of management, likieljhave a material adverse effect on our
financial condition, results of operations or clelws. Legal fees are expensed as incurred. Thasebben no significant change in the legal
and regulatory proceedings which were disclosamlimAnnual Report on Form 10-K for the year ended@nber 31, 2013 .
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Note 9—Accumulated Other Comprehensive Income

Accumulated other comprehensive income consistékeofollowing (in millions):

September 30, December 31,

2014 2013
Foreign currency translation gain $ 71 % 18.t
Unrealized gain on postretirement benefit obligatizet of tax 0.2 0.2
Accumulated other comprehensive income $ 72 $ 18.7

Note 10—Fair Value Measurements

We apply ASC 820kair Value Measurements and Disclosures, to our financial assets and liabilities. ASC &&fines fair value as the
price that would be received to sell an asset @t fgatransfer a liability in the principal or maastivantageous market for the asset or liability ir
an orderly transaction between market participahthe measurement date. The standard establighgss/alue hierarchy, which prioritizes tl
inputs used in measuring fair value into three treaels:

* Level 1 -Quoted prices in active markets for identical assetiabilities

» Level 2 - Inputs, other than the quoted priceadtive markets, that are observable either dyrectindirectly. Level 2 inputs include
quoted prices for similar assets or liabilitiesagtive markets; quoted prices in markets that atedtive; or other inputs that are
observable or can be derived principally from araborated by observable market data for substgntiee full term of the assets or
liabilities, such as models or other valuation rodiiogies.

* Level 3 - Unobservable inputs that are basedwrassumptions, are supported by little or no etaaktivity and are significant to the
fair value of the assets or liabilities. Unobsetedhputs reflect our own assumptions about howkeigparticipants would price the
asset or liability.

The following table summarizes our financial asse¢®sured at fair value on a recurring basis io@ance with ASC 820ia millions):

Quoted Prices in Active

Markets for Identical Significant Other Significant Unobservable
Assets Observable Inputs Inputs
Description September 30, 201 (Level 1) (Level 2) (Level 3)
2013 Interest rate caps $ 01 $ — 3 01 $ —

Interest Rate Caps - Under the interest rate cap agreements purchiag®agust 2013, we receive interest on a notionabant when
three-month LIBOR exceeds 1.0% . The fair valuthefinterest rate caps is based on quoted maricetsdior similar instruments from
commercial banks.

Note 11—Related Party Transactions
Registration Rights Agreemet

Since November 2013, affiliates of the Equity Smwasother equity co-investors and members of camagement no longer hold an
interest in our outstanding common stock diredilptigh their investment in KAR LLC. Pursuant tcegistration rights agreement entered
with the Equity Sponsors, KAR LLC caused us to #ilezgistration statement (Registration No. 333088} under the Securities Act. In March
2013, June 2013, August 2013 and September 20t8)qnt to the registration statement, KAR LLC sbi¢g950,000 ; 17,250,000 ;
17,250,000 ; and 13,800,000 , respectively, dflimres in KAR Auction Services. We incurred expsrgeapproximately $1.2 million for the
nine months ended September 30, 2013 related tossles and we received no proceeds from the Sdlesexpenses related to the sales were
recorded to "Selling, general and administrativethie consolidated statement of income.
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Note 12—Segment Information

ASC 280,Segment Reporting , requires reporting of segment information thatdasistent with the manner in which the chief afiag
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 ojperst

The holding company is maintained separately frioenthree reportable segments and includes expassesiated with the corporate
office, such as salaries, benefits and travel dostthe corporate management team, certain huessurces, information technology and
accounting costs, and certain insurance, treateggl and risk management costs. Holding compateyest expense includes the interest
expense incurred on capital leases and the comdedit structure. Intercompany charges relate pilinta interest on intercompany debt or
receivables and certain administrative costs aémthy the holding company.

Financial information regarding our reportable segta is set forth below for the three months erféigatember 30, 201#n millions) :

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 308.1 $ 2175 $ 63t $ — 3 589.1
Operating expenses
Cost of services (exclusive of depreciation a
amortization) 174.¢ 135.¢ 18.C — 328.(
Selling, general and administrative 64.1 23.t 6.8 22.1 116.5
Depreciation and amortization 19.7 19.1 7.7 2.4 48.¢
Total operating expenses 258.2 178.( 32.t 24.t 493.¢
Operating profit (loss) 49.7 39.t 31.C (24.5) 95.7
Interest expense 0.2 — 4.7 15.4 20.2
Other (income) expense, net (0.5) (0.2 — 0.2 (0.5
Intercompany expense (income) 14.: 9.€ (5.9 (18.7) —
Income (loss) before income taxes 35.7 30.1 32.1 (22.0) 75.€
Income taxes 13.4 11.C 12.1 (8.2 28.2
Net income (loss) $ 22 % 19.1 $ 20 $ (139 $ 47.F
Total assets $ 2,388 % 1,208.: % 1,708.. $ 65.C $ 5,370.
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Financial information regarding our reportable segta is set forth below for the three months eréiggtember 30, 2018 millions) :

Operating revenues

Operating expenses

Cost of services (exclusive of depreciation a
amortization)

Selling, general and administrative
Depreciation and amortization

Total operating expenses

Operating profit (loss)

Interest expense

Other income, net
Intercompany expense (income)

Income (loss) before income taxes
Income taxes

Net income (loss)

Total assets

ADESA Holding
Auctions IAA AFC Company Consolidated
$ 275.2  $ 198.6 % 59t § — 3 533.7
152.( 128.] 16.1 — 296.2
62.€ 20.4 6.4 30.7 120.:
22.€ 18.t 7.2 1.3 49.€
237.¢ 167.C 29.7 32.C 466.1
38.C 31.¢ 29.¢ (32.0 67.€
0.2 0.2 4.€ 21.C 26.C
(0.6 (0.2 — — (0.8
14.¢ 9.€ (5.6) (18.¢) —
23.€ 22.2 30.¢ (34.2) 42.¢
9.1 8.4 12.C 9.9 19.€
$ 145 % 136 % 18 $ (249 % 22.¢
$ 2,328.7 $ 1,180.C % 1531 % 81¢ $ 5,122.(

Financial information regarding our reportable segta is set forth below for the nine months endegt&nber 30, 201dn millions) :

Operating revenues

Operating expenses

Cost of services (exclusive of depreciation a
amortization)

Selling, general and administrative
Depreciation and amortization

Total operating expenses

Operating profit (loss)

Interest expense

Other income, net

Loss on extinguishment of debt
Intercompany expense (income)

Income (loss) before income taxes
Income taxes

Net income (loss)

ADESA Holding
Auctions IAA AFC Company Consolidated
$ 908.C $ 666.2 $ 184 $ — 3 1,758.!
512.t 410.c 51.¢ — 974.¢
196.7 73.€ 22.1 65.2 357.¢
59.C 56.€ 22.7 7.C 145.:
768.2 540.t 96.€ 72.2 1,477
139.¢ 125.¢ 87.€ (72.2) 281.(
0.7 0.2 13.€ 50.€ 65.2
(1.9 (0.5) — — (1.9
— — — 30.2 30.2
425 28.¢ (17.¢) (53.9) —
98.2 97.2 91.4 (99.5) 187.:
35.7 36.C 34.7 (38.)) 68.2
$ 625 $ 61z $ 56.7 $ 619 $ 119.(

18




Table of Contents

KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2014 (Unaudited)

Financial information regarding our reportable segta is set forth below for the nine months endegt&nber 30, 201@n millions) :

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 844.: % 6232 $ 1652 $ — 3 1,632.°
Operating expenses
Cost of services (exclusive of depreciation a
amortization) 469.¢ 416.¢ 40.3 — 926.t
Selling, general and administrative 187.7 59.t 18.2 67.¢ 333.C
Depreciation and amortization 66.¢ 55.4 20.3 3.4 145.¢
Total operating expenses 724.% 531.% 78.¢ 71.: 1,405.
Operating profit (loss) 120.C 91.¢ 86.4 (71.9 227.(
Interest expense 0.7 0.7 12.5 65.€ 79.2
Other income, net (2.0 (0.5 — — (2.5)
Loss on modification/extinguishment of debt — — 0.7 4.7 5.4
Intercompany expense (income) 45.€ 28.¢ (15.9) (59.9) —
Income (loss) before income taxes 75.7 62.¢ 88.¢ (82.9 144.¢
Income taxes 28.2 23.€ 34.2 (26.5) 59.k
Net income (loss) $ 475 % 39.2 % 544 $ (55.9 $ 85.2

Note 13—Subsequent Event

The board of directors has authorized a repurcbfsp to $300 million of the Company’s outstandowmmon stock, par value $0.01 per
share, during the period from October 29, 2014uphoOctober 28, 2016 . Repurchases may be matie impen market or through privately
negotiated transactions, in accordance with apgkcsecurities laws and regulations, including pand to repurchase plans designed to co
with Rule 10b5-1 of the Securities Exchange Act @84, as amended. The timing and amount of anyrcbpaes is subject to market and othe
conditions.
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Item 2. Management's Discussion and Analysis &inancial Condition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwkmaking statements within the meaning of the Re@ecurities Litigation Reform
Act of 1995 and which are subject to certain riskenads and uncertainties. In particular, statesmergde in this report on Form 10-Q that are
not historical facts (including, but not limited &xpectations, estimates, assumptions and projectegarding 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," "plajis’believes," "seeks," "estimates" and similar i@gsions identify forward-looking statements.
Such statements, including statements regardindusune 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 technologng not guarantees of future performance andudnjec to risks and uncertainties that
could cause actual results to differ materiallynfrthe results projected, expressed or implied bgatorward-looking statements. Factors that
could cause or contribute to such differences oheliput are not limited to, those discussed in [téniRisk Factors" in our Annual Report on
Form 10-K for the year ended December 31, 2014 file February 19, 2014. Some of these factorsdieclu

. fluctuations in consumer demand for and in thgpdy of used, leased and salvage vehicles anckthdting impact on auction
sales volumes, conversion rates and loan transaotioimes;

. trends in new and used vehicle sales and inceniivelsding wholesale used vehicle prici

. the ability of consumers to lease or finance thelpase of new and/or used vehic

. the ability to recover or collect from delinquemtb@nkrupt customel

. economic conditions including fuel prices, foremchange rates and interest rate fluctuat

. trends in the vehicle remarketing indus

. trends in the number of commercial vehicles pdirought to auction, in particular déase volume

. changes in the volume of vehicle production, intlgccapacity reductions at the major original equémt manufacture!

. increases in the number of used vehicles purchaseittual auction platform

. significant current competition and the introduntmf new competitor

. laws, regulations and industry standards, inolm@hanges in regulations governing the sale eflwghicles, the processing of

salvage vehicles and commercial lending activities;

. changes in the market value of vehicles auctiomatijding changes in the actual cash value of sgweehicles

. competitive pricing pressurt

. costs associated with the acquisition of businesséschnologie:

. litigation development

. our ability to successfully implement our businsBategies or realize expected cost savings arehtevenhancemer
. our ability to maintain our brand and protect mitellectual propert

. our ability to develop and implement informatiors®ms responsive to customer ne

. business development activities, including acqoisé and integration of acquired busines

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



weather, including increased expenses as a réstatastrophic eveni
general business conditio
our substantial amount of de

restrictive covenants in our debt agreem
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. our assumption of the settlement risk for vehislelsl

. any impairment to our goodwill or other intangibleset:

. our selfinsurance for certain ris}

. any losses of key personr

. interruptions to service from our workfor

. changes in effective tax rat

. changes to accounting standards;

. other risks described from time to time in oumigs with the SE(

Many of these risk factors are outside of our aantind as such, they involve risks which are motently known that could cause actual
results to differ materially from those discussedmplied herein. The forward-looking statementgthiis document are made as of the date on
which they are made and we do not undertake totapla forward-looking statements.

Our future growth depends on a variety of factorsluding our ability to increase vehicle sold voles and loan transaction volumes,
expand our product and service offerings, includinfigrmation systems development, acquire and nategadditional business entities, man
expansion, control costs in our operations, intoedige increases, and retain our executive offigedskey employees. We cannot predict
whether our growth strategy will be successfuladialition, 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 auction servitdoirth America. Our business is divided into thregortable business segments,
each of which is an integral part of the vehiclmagketing industry: ADESA Auctions, IAA and AFC.

. The ADESA Auctions segment serves a domestidrstednational customer base through live and endinctions and through
65 whole car auction facilities in North Americattare developed and strategically located to gnafessional sellers and
buyers together and allow the buyers to inspectcanapare vehicles remotely or in person. ThrougteSB.com, powered by
OPENLANE technology, ADESA offers comprehensivevaté label remarketing solutions to automobile nfiacturers,
captive finance companies and other institutionsfter vehicles via the Internet prior to arrivalthe physical auction. Vehicli
at ADESA's auctions are typically sold by commédrfteet operators, financial institutions, rentar companies, new and used
vehicle dealers and vehicle manufacturers and tagitive finance companies to franchise and indegetused vehicle deale
ADESA also provides value-added ancillary servioefuding inbound and outbound transportation lthgss reconditioning,
vehicle inspection and certification, titling, adnsitrative and recovery services.

. The IAA segment serves a domestic and internatioustomer base through live and online auctioasthrough 166 salvage
vehicle auction sites in the United States and Gard September 30, 2014 . The salvage auctioiligdi@cthe remarketing of
damaged vehicles designated as total losses bsaimseicompanies, charity donation vehicles, re@m/stolen (or theft)
vehicles and low value used vehicles. The salvagéan business specializes in providing servieehsas inbound
transportation, titling, salvage recovery and ckasettlement administrative services.

. The AFC segment provides short-term, inventagused financing, known as floorplan financingnmarily to independent
used vehicle dealers. At September 30, 2014 , Adrdwcted business at 111 locations in the UnitateStand Canada. The
Company also sells warranty service contracts tiitdereferred Warranties, Inc. ("PWI").

The holding company is maintained separately frioenthree reportable segments and includes expeassesiated with the corporate
office, such as salaries, benefits and travel dostsur management team, certain human resourdesmation technology and accounting
costs, and certain insurance, treasury, legal imkdranagement costs. Holding company interestresgp@cludes the interest expense incurre
on capital leases and the corporate debt strudntercompany charges relate primarily to intemstntercompany debt or receivables and
certain administrative costs allocated by the gdiompany.
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Industry Trends
Whole Car

Used vehicles sold in North America through whae @uctions, including online only sales, were agjmately 8.0 million, 8.2 million
and 8.7 million in 2011, 2012 and 2013, respecjivEhese industry volumes are lower than those apeed from 2000-2009, when industry
volumes were approximately 9 to 10 million unitheTreduction in auction volumes from 2009 waslaitdble 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. The supplytahes and resulting decline in industry auctionuxwtds reflected a reduction in units solc
institutional consignors, which was partially offéy dealer consignment units sold.

Other reasons for the fluctuations in industry weds, which may also impact future volumes include:

. New car sales in the U.S. declined from 17.0 millio 2005 to 10.4 million in 2009. New vehicle sal&ve climbed over tt
last four years to approximately 15.6 million unit2013.

. The previous decline in total new vehicle satesipled with a tightening of consumer credit ahdrging policies regarding
delinquent loans by the major lenders, resulteal diecline in repossessed vehicles coming to auction

. When lease residuals are below wholesale vehadleges, more vehicles are purchased by eithezdhsumer or the "grounding
dealer" (the dealer that the lessee returned thieleeto) or by dealers in online auctions, priothie vehicles being transported
to a physical auction. The concentration of offske&ehicles being purchased by franchise dealarsline only auctions has
increased in recent years.

. As used vehicle prices have increased overasteféw years, new vehicle dealers have shiftestliong more used vehicles,
which can offset lower new vehicle sales. Dealarsalso offer financing, warranties and insurargeises on their used
vehicle sales. Despite changes in the number déiias dealers keep for retail sale as compareeéiiods prior to 2010, the
number of dealer consignment vehicles remarketedith whole car auctions has increased since 2010.

. There was a reduction in the number of leasgirations in 2008 and 2009, as new vehicle salkarid lease financing was
scaled back. This decline negatively impacted thmply of off-lease vehicles available at auctior2@11 and 2012. Since 2010,
lease originations have increased annually.

We estimate that used vehicle auction volumes irtiNdmerica, including online only volumes, will lag@proximately 9.1 million units
in 2014, approximately 9.5 million units in 2015daapproximately 9.7 million units in 2016.

Salvage

Vehicles deemed a total loss by automobile inswaenpanies represent the largest category of lestgold in the salvage vehicle
auction industry. The percentage of claims resglimtotal losses was approximately 14% in both®8dd 2012, up from approximately 13%
in 2011. There is no central reporting system tirzatks the number of total loss vehicles in anyegiyear which makes estimating industry
volumes difficult.

Fluctuations in used vehicle and commodity pridiage an impact on proceeds received in the saligiele auction industry. In times
of rising prices, as the industry has experiencest the last few years, revenue and gross pradipasitively impacted. If used vehicle and
commodity prices continue to moderate in 2014, @eds, revenue and gross profit at salvage auatiaysbe negatively impacted, which cc
adversely affect the level of profitability.

Automotive Finance

AFC works with independent used vehicle dealeimfmrove their results by providing a comprehensigeof 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 growndpmrmoximately 36,000 dealers in 2009 to about@®Y dealers in 2013. During this time,
AFC's North American dealer base grew from ovef0 dealers in 2009 to almost 12,000 dealers in 203 oan transactions, which includes
both loans paid off and loans curtailed, grew frgoproximately 800,000 in 2009 to approximately 5,880 in 2013.
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Key challenges for the independent used vehiclied@eclude demand for used vehicles, disruptiongricing of used vehicle inventory
and lack of access to consumer financing. These shllenges, to the extent they occur, could tésa material negative 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. Initaait 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 initiativesdcent years to enhance credit standards, imgrosélio risk management and
enhance the customer experience. AdditionallyuimeX2013, the Company acquired PWI, a service aonusiness, as part of its strategy to
provide additional services to independent usedcleedealers. These initiatives, along with therent industry environment, have enabled
AFC to increase its penetration of the independeater base while maintaining a high level of miitf quality, evidenced by low levels of net
credit losses and a managed portfolio which was 89eercent current at September 30, 2014 .

Seasonality

The volume of vehicles sold at our auctions geheflictuates from quarter to quarter. This seatins 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 usauiales, 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 caoiotis 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 exgeredated 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 fees and rélaggvices at our whole car and salvage auctianisfram dealer financing fees,
interest income and other service revenue at ARtBoAgh auction revenues primarily include the aurcservices and related fees, our relatec
receivables and payables include the gross valtteeofehicles sold.

Our operating expenses consist of cost of servimbng, general and administrative and depremriasind amortization. Cost of services
is composed of payroll and related costs, subconservices, supplies, insurance, property taxégias, service contract claims, maintenance
and lease expense related to the auction sitelandffices. Cost of services excludes depreaiadiod amortization. Selling, general and
administrative expenses are composed of payrolrelatied costs, sales and marketing, informatiohrielogy services and professional fees.
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Results of Operations

Overview of Results of KAR Auction Services, Inor the Three Months Ended September 30, 2014 anti®0

Three Months Ended

September 30,

(Dollars in millions except per share amounts) 2014 2013
Revenues

ADESA $ 308.1 $ 275.¢

IAA 217.t 198.¢

AFC 63.t 59.t
Total revenues 589.1 533.1
Cost of services* 328.( 296.2
Gross profit* 261.1 237.t
Selling, general and administrative 116.5 120.:
Depreciation and amortization 48.¢ 49.€
Operating profit 95.7 67.€
Interest expense 20.5 26.C
Other income, net (0.5) (0.9
Income before income taxes 75.€ 42 .4
Income taxes 28.4 19.€
Net income $ 475 $ 22.¢
Net income per share

Basic $ 03¢ $ 0.1¢€

Diluted $ 03 $ 0.1¢€

* Exclusive of depreciation and amortization

For the three months ended September 30, 201hadieevenue of $589.1 million compared with reveoiu®533.7 million for the three
months ended September 30, 2013, an increasé&afAdr a further discussion of revenues, grosstmnot selling, general and administrative
expenses, see the segment results discussions. below

Depreciation and Amortization

Depreciation and amortization decreased $0.7 millas 1%, to $48.9 million for the three months esh&eptember 30, 2014 , compared
with $49.6 million for the three months ended Seqiter 30, 2013 .

Interest Expense

Interest expense decreased $5.7 million, or 22%2@3 million for the three months ended Septe8Be2014 , compared with $26.0
million for the three months ended September 30@320rhe decrease in interest expense was prindu#éyto a decrease in interest rates on
term loan debt. The weighted average interestaatierm loan debt was approximately 3.2% for tmeg¢hmonths ended September 30, 2014 ,
compared with an interest rate on Term Loan B 8%% for the three months ended September 30, 20t8 decrease in interest expense wa:
partially offset by an increase in interest expeasts&FC, which resulted from an increase in theaye U.S. portfolio financed for the three
months ended September 30, 2014 as compared withrde months ended September 30, 2013 .

Income Taxes

We had an effective tax rate of 37.4% for the thmemths ended September 30, 2014 , compared wigfffective tax rate of 46.2% for
the three months ended September 30, 2013 . Exglulde effect of the discrete items, our effectaserate for the three months ended
September 30, 2014 and 20&8uld have been 38.2% and 41.6%, respectively.nmcbefore income taxes includes the impact, if ahypyofit
interest expense which is not deductible by usrfoome tax purposes. For the three months endetéi®@bpr 30, 2013 there was profit interest
expense of $11.3 million.
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ADESA Results

Three Months Ended

September 30,

(Dollars in millions) 2014 2013

ADESA revenue $ 308.1 % 275.¢
Cost of services* 174.€ 152.(
Gross profit* 133.t 123.¢
Selling, general and administrative 64.1 62.¢
Depreciation and amortization 19.7 22.¢
Operating profit $ 49.7 § 38.C

* Exclusive of depreciation and amortization

Revenue

Revenue from ADESA increased $32.7 million, or 1284$6308.1 million for the three months ended Smpier 30, 2014 compared wit
$275.4 million for the three months ended SepterB0eR013 The increase in revenue was primarily a resudt 6% increase in the numbe
vehicles sold, as well as a 6% increase in reveeu®ehicle sold, which includes the impact of ardase in revenues of $2.7 million due to
fluctuations in the Canadian exchange rate.

The increase in volume sold was primarily attrilbbleagto an increase in institutional volume, inchglivehicles sold on our online only
platform, as well as a 2% increase in dealer comsant units sold for the three months ended Semes 2014 compared with the three
months ended September 30, 2013 . Online salesnesifior ADESA represented approximately 36% ofttit@l vehicles sold in the third
quarter of 2014 , compared with approximately 38%he third quarter of 2013 . "Online sales" in@adhe following: (i) selling vehicles
directly from a dealership or other interim storémgation (upstream selling); (ii) online solutiotigt offer vehicles for sale while in transit to
auction locations (midstream selling); (iii) simareously broadcasting video and audio of the physiections to online bidders (LiveBlo€R;
and (iv) bulletin-board or real-time online aucsofDealerBlock). Both the upstream and midstream selling reptesgime only sales, which
represent over half of ADESA's online sales voluRBESA sold approximately 120,000 and 108,000 Mekithrough its online only offerin
in the third quarter of 2014 and 2013, respedfiviebr the three months ended September 30, 28&4dler consignment vehicles represented
approximately 53% of used vehicles sold at ADES#gital auction locations, compared with approxinya$@% for the three months ended
September 30, 2013 . Vehicles sold at physicai@utbcations increased 4% in the third quarte2@f4, compared with the third quarter of
2013. The used vehicle conversion percentage aigdlyauction locations, calculated as the numbeebicles sold as a percentage of the
number of vehicles entered for sale at our ADESétiauns, decreased to 54.5% for the three monthedB8eptember 30, 2014ompared wit!
55.4% for the three months ended September 30, 2013

Total revenue per vehicle sold increased 6% toamrately $565 for the three months ended Septe®®e2014 , compared with
approximately $533 for the three months ended Sapte 30, 2013 . Physical auction revenue per velsigld increased $55, or 9%, to $697
for the three months ended September 30, 2014 paxad with $642 for the three months ended SepteBthe2013 Physical auction reveni
per vehicle sold includes revenue from seller amgebauction fees and ancillary and other relagzdises, which includes non-auction
services. The increase in physical auction rev@reuerehicle sold was primarily attributable to aorease in ancillary and other related sen
revenue. Online only auction revenue per vehicleé decreased $25 to $97 for the three months eS8dptember 30, 2014 , compared with
$122 for the three months ended September 30, 2048 decrease in online only auction revenue phicle sold was attributable to a decline
in fees per car sold, primarily due to an incraagbe number of cars sold in closed private laads, which includes sales to grounding
dealers. The revenue per vehicle sold in a closiedtp label sale is lower than the revenue peickelsold in an open online only auction.

Gross Profit

For the three months ended September 30, 2014s grofit for ADESA increased $10.1 million, or 88%,$133.5 million , compared
with $123.4 million for the three months ended &apgier 30, 2013 . Gross profit for ADESA was 43.3%evenue for the three months endec
September 30, 2014 , compared with 44.8% of revémuthe three months ended September 30, 2018 d&brease in gross profit percentage
for the three months ended September 30, 2014 paxad with the three months ended September 3@, 204s primarily the result of the
15% increase in cost of services. The increaseshaf services was primarily attributable to acréase in lower margin ancillary and non-
auction services.
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Sdlling, General and Administrative

Selling, general and administrative expenses ®™BESA segment increased $1.3 million, or 2%,64.% million for the three months
ended September 30, 2014 , compared with $62.8&miibr the three months ended September 30, 2ffigharily due to increases in stock-
based compensation expense of $1.7 million, ineeriiased compensation expense of $0.7 million elidg, general and administrative
expenses associated with High Tech Locksmiths of g0llion, partially offset by a decrease in mankg expenses of $0.8 million, a decrease
in compensation expense of $0.8 million and flutars in the Canadian exchange rate of $0.5 million

IAA Results
Three Months Ended
September 30,

(Dollars in millions) 2014 2013

IAA revenue $ 217 $ 198.¢
Cost of services* 135.¢ 128.1
Gross profit* 82.1 70.7
Selling, general and administrative 23.t 20.4
Depreciation and amortization 19.1 18.5
Operating profit $ 395§ 31.¢

* Exclusive of depreciation and amortization

Revenue

Revenue from IAA increased $18.7 million, or 9%$217.5 million for the three months ended Septeribe2014 , compared with
$198.8 million for the three months ended SepterB0eR013 . The increase in revenue was a resah aficrease in vehicles sold of
approximately 7% for the three months ended Sepe®®, 2014 , as well as an increase in revenuegiecle sold. IAA's total loss vehicle
inventory has increased approximately 15% at Sepeer80, 2014 , as compared to September 30, 2@&Bicles sold under purchase
agreements were approximately 6% of total salvapmcies sold for the three months ended Septenthez(@ 4, compared with approximate
8% for the three months ended September 30, 20h#ine sales volumes for IAA for the three monthded September 30, 2014 and 2013
represented over half of the total vehicles soldAx#.

Gross Profit

For the three months ended September 30, 2014s grofit at IAA increased to $82.1 million , or.3% of revenue, compared with
$70.7 million , or 35.6% of revenue, for the threenths ended September 30, 2013 . The gross profdase was primarily the result of a 9%
increase in revenue, partially offset by a 6% iaseein cost of services. The increase in costivices was primarily attributable to variable
cost increases related to the increase in volume.

Salling, General and Administrative

Selling, general and administrative expenses atilfdeased $3.1 million, or 15%, to $23.5 milli@r the three months ended
September 30, 2014 , compared with $20.4 milliortlie three months ended September 30, 2013 .ntheaise in selling, general and
administrative expenses was attributable to inggas stock-based compensation expense of $1.iwmihd information technology costs of
$0.6 million, as well as increases in compensagkpense, sales and marketing expenses, bad defitsexand incentive-based compensation
expense.
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AFC Results
Three Months Ended
September 30,

(Dollars in millions except volumes and per loan aomts) 2014 2013
AFC revenue

Interest and fee income $ 56.¢ $ 53.4

Other revenue 3.2 2.7

Provision for credit losses 3.3 .7

Other service revenue 6.7 5.1

Total AFC revenue 63.5 59.t
Cost of services* 18.C 16.1
Gross profit* 45t 43.4
Selling, general and administrative 6.8 6.4
Depreciation and amortization 7.7 7.2
Operating profit $ 31.C $ 29.¢
Loan transactions 358,80( 342,28:
Revenue per loan transaction, excluding "Otherisemevenue” $ 156 $ 15¢

* Exclusive of depreciation and amortization

Revenue

For the three months ended September 30, 2014 ,r&¥&ue increased $4.0 million, or 7%, to $63.Bioni, compared with $59.5
million for the three months ended September 30320 he increase in revenue was the result of a 5¥&&se in loan transactions, an incre
of $1.6 million of "Other service revenue" geneday PWI, for the three months ended Septembe2@D4 , compared with the same period
in 2013, partially offset by a 1% decrease in reseper loan transaction for the three months e@gdember 30, 2014 . In addition, manage
receivables increased to $1,285.3 million at Sep&r80, 2014 from $1,074.0 million at September281,3 .

Revenue per loan transaction, which includes bmhg paid off and loans curtailed, decreased $1%Qmprimarily as a result of an
increase in the provision for credit losses, plytiaffset by an increase in average loan valuesdRue per loan transaction excludes "Other
service revenue."

Gross Profit

For the three months ended September 30, 2014s grofit for the AFC segment increased $2.1 mmillior 5%, to $45.5 million , or
71.7% of revenue, compared with $43.4 million 78r9% of revenue, for the three months ended Sdye80, 2013 primarily as a result of
7% increase in revenue, partially offset by a 1B%ease in cost of services. The increase in dastroices and the decrease in gross margin
percentage was primarily the result of increasqubrges associated with PWI, as well as an inciaassmpensation expense.

Slling, General and Administrative

Selling, general and administrative expenses at ie@ased $0.4 million, or 6%, to $6.8 million tbe three months ended
September 30, 2014 , compared with $6.4 milliortfierthree months ended September 30, 2013 . Theaige was primarily attributable to an
increase in stock-based compensation expense.
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Holding Company Results

Three Months Ended

September 30,
(Dollars in millions) 2014 2013
Selling, general and administrative $ 221 % 30.7
Depreciation and amortization 2.4 1.2
Operating loss $ (245 $ (32.0)

Sdlling, General and Administrative

For the three months ended September 30, 201ingsejeneral and administrative expenses at thdirigpcompany decreased
$8.6 million, or 28%, to $22.1 million , compare@w$30.7 million for the three months ended Sefiten80, 2013 , primarily as a result of a
decrease in stock-based compensation expense df &illion and a decrease in an other employeeaglaxpense of $1.5 million, partially
offset by increases in compensation expense ofilli®n and incentive-based compensation expeh§® & million.

Overview of Results of KAR Auction Services, Inor the Nine Months Ended September 30, 2014 and201

Nine Months Ended

September 30,

(Dollars in millions except per share amounts) 2014 2013
Revenues

ADESA $ 908.C % 844.:

IAA 666.: 623.2

AFC 184.2 165.2
Total revenues 1,758.! 1,632.°
Cost of services* 974.¢ 926.t
Gross profit* 783.¢ 706.2
Selling, general and administrative 357.¢ 333.C
Depreciation and amortization 145.% 145.¢
Operating profit 281.( 227.(
Interest expense 65.2 79.5
Other income, net (1.9 (2.5
Loss on extinguishment/modification of debt 30.5 5.4
Income before income taxes 187.: 144.¢
Income taxes 68.2 59.5
Net income $ 119.C % 85.2
Net income per share

Basic $ 0.8t % 0.62

Diluted $ 08/ $ 0.61

* Exclusive of depreciation and amortization

For the nine months ended September 30, 2014 adedvenue of $1,758.5 million compared with rexeofi$1,632.7 million for the
nine months ended September 30, 2013, an incoéd@8. For a further discussion of revenues, gpsefit and selling, general and
administrative expenses, see the segment ressttssgiions below.
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Super storm Sandy

In the first nine months of 2013, I1AA sold over @80 Superstorm Sandy vehicles which resulted ierrag of approximately $29.7
million and cost of services of approximately $48\#lion. Overall, IAA incurred a pretax net losE%13.5 million related to the processing of
Superstorm Sandy vehicles in the first nine monft2013. This net loss was excluded from Adjust8dTDA in accordance with the
definitions in our Credit Agreement. These lossesamet of auction services revenue realized upesale of the vehicles. The significantly
higher tow costs incurred in order to respond eordguirements of our customers, increased occypanats due to the leasing of temporary
locations to process Superstorm Sandy vehiclesrmndased labor costs for the temporary work famoeight into the New York and New
Jersey area resulted in a net loss on the progegkthe Superstorm Sandy vehicles.

Depreciation and Amortization

Depreciation and amortization decreased $0.6 millas less than 1%, to $145.3 million for the nimenths ended September 30, 2014 ,
compared with $145.9 million for the nine monthsleth September 30, 2013 .

Interest Expense

Interest expense decreased $14.0 million, or 18%65.3 million for the nine months ended Septen30e12014 , compared with $79.3
million for the nine months ended September 303200he decrease in interest expense was primaréytala decrease in interest rates on
loan debt. The weighted average interest rate rom ltean debt was approximately 3.4% for the ninenthe ended September 30, 2014 ,
compared with a weighted average interest rateesmToan B of approximately 4.1% for the nine mantnded September 30, 2013 . In
addition, as a result of the debt refinancing orrdlal 1, 2014, the interest rates on term loan debteased and at September 30, 2014 , Tern
Loan B-1 and Term Loan B-2 had rates of 2.75% aB@%, respectively. The decrease in interest expensepadially offset by an increase
interest expense at AFC, which resulted from are@se in the average U.S. portfolio financed ferrtime months ended September 30, 2014
as compared with the nine months ended Septembh&03G .

Loss on Extingui shment/Maodification of Debt

In March 2014, we amended and restated our Cregigément and recorded a $30.3 million pretax cheegelting from the write-off of
unamortized debt discount associated with the team and unamortized debt issue costs associatbdhve term loan and the revolving credit
facility. In March 2013, we amended our Originak@it Agreement and recorded a $3.9 million pretaarge resulting from certain expenses
related to the Original Credit Agreement amendmastyell as the write-off of certain unamortizetbtdissuance costs associated with the ter
loan. Additionally, in April 2013, we prepaid th&50.0 million principal amount of the floating ratenior notes with proceeds received from
refinancing Term Loan B as part of the Second Amaamtt to the Original Credit Agreement. In the secquarter of 2013, we recorded a $0.€
million pretax charge primarily resulting from theite-off of unamortized debt issuance costs asgediwith the floating rate senior notes.
Finally, in the second quarter of 2013, we recoral&®.7 million pretax charge primarily resultingrh the write-off of unamortized
securitization issuance costs associated with AREtzivables Purchase Agreement.

Income Taxes

We had an effective tax rate of 36.5% for the mmanths ended September 30, 2014 , compared wifffactive tax rate of 41.1% for
the nine months ended September 30, 2013 . Dunmgine months ended September 30, 2014 , outtigffdax rate benefited from a
favorable state law change as well as changesrtmoome tax reserves for uncertain tax positiohgtv resulted in a net benefit of $2.8
million. Excluding the effect of the discrete itenasir effective tax rate for the nine months enSegtember 30, 2014 and 2013 would have
been 38.2% and 41.6%, respectively. Income befarene taxes includes the impact, if any, of priofitrest expense which is not deductible
by us for income tax purposes. For the nine moatited September 30, 2013 there was profit intesgmnse of $12.3 million.
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ADESA Results

Nine Months Ended

September 30,

(Dollars in millions) 2014 2013

ADESA revenue $ 908.C % 844.c
Cost of services* 512.t 469.¢
Gross profit* 395.t 374.k
Selling, general and administrative 196.% 187.7
Depreciation and amortization 59.C 66.¢€
Operating profit $ 139.6  § 120.(

* Exclusive of depreciation and amortization

Revenue

Revenue from ADESA increased $63.7 million, or 86$908.0 million for the nine months ended Septend®, 2014 , compared with
$844.3 million for the nine months ended Septen®3e2013 . The increase in revenue was primarniBsalt of a 6% increase in the number o
vehicles sold, as well as a 1% increase in reveeu@ehicle sold, which includes the impact of ardase in revenues of $11.3 million due to
fluctuations in the Canadian exchange rate.

The increase in volume sold was primarily attrilbbleato an increase in institutional volume, inchglivehicles sold on our online only
platform, as well as a 3% increase in dealer comsant units sold for the nine months ended SepteBthe2014 compared with the nine
months ended September 30, 2013 . Online salesneslfior ADESA represented approximately 38% oftti@l vehicles sold in the first nine
months of 2014 , compared with approximately 35%hanfirst nine months of 2013 . "Online sales'lies the following: (i) selling vehicles
directly from a dealership or other interim storémmation (upstream selling); (ii) online solutiotigt offer vehicles for sale while in transit to
auction locations (midstream selling); (iii) simarieously broadcasting video and audio of the physiections to online bidders (LiveBlo€R;
and (iv) bulletin-board or real-time online aucsofDealerBlock). Both the upstream and midstream selling reptesgime only sales, which
represent over half of ADESA's online sales voluRBESA sold approximately 381,000 and 309,000 Mekithrough its online only offerin
in the first nine months of 2014 and 2013 , respelt. For the nine months ended September 30, 20842013, dealer consignment vehicles
represented approximately 52% of used vehiclesaohDESA physical auction locations. Vehicles salgbhysical auction locations increa
2% in the first nine months of 2014, compared hih first nine months of 2013. The used vehicleveosion percentage at physical auction
locations, calculated as the number of vehicled asla percentage of the number of vehicles enferesdle at our ADESA auctions, increased
to 58.7% for the nine months ended September 3B} 20ompared with 57.3% for the nine months erfigotember 30, 2013 .

Total revenue per vehicle sold increased 1% toa¢mrately $548 for the nine months ended Septer@@e2014 , compared with
approximately $541 for the nine months ended Selpéer80, 2013 Physical auction revenue per vehicle sold inaé#35, or 5%, to $680 fi
the nine months ended September 30, 2014 , compatle$645 for the nine months ended Septembe2303 . Physical auction revenue per
vehicle sold includes revenue from seller and baytion fees and ancillary and other related sesyiwhich includes non-auction services.
The increase in physical auction revenue per velsicld was primarily attributable to an increasanillary and other related services reve
Online only auction revenue per vehicle sold desedeb17 to $103 for the nine months ended SepteBth@014, compared with $120 for tt
nine months ended September 30, 20IBe decrease in online only auction revenue phicle sold was attributable to a decline in feisga
sold, primarily due to an increase in the numbesasé sold in closed private label sales, whicluihes sales to grounding dealers. The revent
per vehicle sold in a closed private label salevgr than the revenue per vehicle sold in an apdgime only auction.

Gross Profit

For the nine months ended September 30, 2014 s gro$it for ADESA increased $21.0 million, or 6%6,$395.5 million , compared
with $374.5 million for the nine months ended Sepier 30, 2013 . Gross profit for ADESA was 43.6%efenue for the nine months ended
September 30, 2014 , compared with 44.4% of revémuthe nine months ended September 30, 2013 débeease in gross profit percentage
for the nine months ended September 30, 2014 , ardpvith the nine months ended September 30, 2@&3 primarily the result of the 9%
increase in cost of services. The increase inafostrvices was primarily attributable to an inse# lower margin ancillary and non-auction
services, increased utilities and snow removaljgdbr offset by fluctuations in the Canadian exeba rate.
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Sdlling, General and Administrative

Selling, general and administrative expenses ®®™BESA segment increased $9.0 million, or 5%,1867 million for the nine months
ended September 30, 2014 , compared with $187liomibr the nine months ended September 30, 2@tBnarily due to increases in stock-
based compensation expense of $9.0 million, ineeriiased compensation expense of $2.3 millioningeljeneral and administrative
expenses associated with High Tech Locksmiths ¢ #illion and an increase in bad debt expenseldf fillion, partially offset by
fluctuations in the Canadian exchange rate of $#llion and decreases in marketing and compensatpenses of $1.9 million and $1.6
million, respectively.

IAA Results
Nine Months Ended
September 30,

(Dollars in millions) 2014 2013

IAA revenue $ 666.2. $ 623.2
Cost of services* 410.: 416.
Gross profit* 256.( 206.¢
Selling, general and administrative 73.€ 59.t
Depreciation and amortization 56.€ 55.4
Operating profit $ 1258 § 91.¢

* Exclusive of depreciation and amortization

Revenue

Revenue from IAA increased $43.1 million, or 7%$&66.3 million for the nine months ended Septen3@2014 , compared with
$623.2 million for the nine months ended Septen®¥e12013 . The increase in revenue was a resalh @ficrease in vehicles sold of
approximately 6% for the nine months ended Septe®®e2014 . Volumes and revenue for the first mmanths of 2013 included the impact
of Superstorm Sandy as discussed below. Exclutiegmpact of Superstorm Sandy, IAA's revenue aridmes increased 12% and 11%,
respectively. IAA's total loss vehicle inventoryshiacreased approximately 15% at September 30, 2884¢ompared to September 30, 2013 .
Vehicles sold under purchase agreements were appataly 6% of total salvage vehicles sold for tiermonths ended September 30, 2014
compared with approximately 7% for the nine morghded September 30, 2013 . Online sales volumdsfofor the nine months ended
September 30, 2014 and 2013 represented overfithié dotal vehicles sold by IAA.

Gross Profit

For the nine months ended September 30, 2014 s groéit at IAA increased to $256.0 million , or.8% of revenue, compared with
$206.8 million , or 33.2% of revenue, for the nmenths ended September 30, 2013 . The gross profgase was primarily the result of a 7%
increase in revenue as well as a 1% decreasetimitesrvices primarily relating to Superstorm Santhe increase in gross profit as a
percentage of revenue was mainly attributable peees associated with processing total loss wshielated to Superstorm Sandy for nives
months ended September 30, 2013 .

In the first nine months of 2013, I1AA sold over @80 Superstorm Sandy vehicles which resulted ierrag of approximately $29.7
million and cost of services of approximately $48#lion. Overall, IAA incurred a pretax net losE%13.5 million related to the processing of
Superstorm Sandy vehicles in the first nine moofi2013. Excluding the impact of revenues and egperassociated with Superstorm Sandly,
the gross profit as a percentage of revenue fonitiee months ended September 30, 2013 would haam dgproximately 37.1%.

Sdlling, General and Administrative

Selling, general and administrative expenses atilfdeased $14.1 million, or 24%, to $73.6 milli@n the nine months ended
September 30, 2014 , compared with $59.5 milliortlie nine months ended September 30, 2013 . Tnedse in selling, general and
administrative expenses was attributable to inggas stock-based compensation expense of $5.@milhformation technology costs of $2.4
million, incentive-based compensation expense dt $illion, sales and marketing expenses of $0/flamj as well as increases in narcome
based taxes, compensation expense, professiosabfee debt expense and travel expenses.

31






Table of Contents

AFC Results
Nine Months Ended
September 30,

(Dollars in millions except volumes and per loan aomts) 2014 2013
AFC revenue

Interest and fee income $ 166.¢ $ 156.5

Other revenue 8.5 7.6

Provision for credit losses (9.6) 6.9

Other service revenue 18.7 7.1

Total AFC revenue 184.2 165.2
Cost of services* 51.¢ 40.5
Gross profit* 132.¢ 124.¢
Selling, general and administrative 22.1 18.2
Depreciation and amortization 22.1 20.2
Operating profit $ 87.¢ $ 86.4
Loan transactions 1,071,16. 1,014,03
Revenue per loan transaction, excluding "Otherisemevenue” $ 158 $ 15¢€

* Exclusive of depreciation and amortization

Revenue

For the nine months ended September 30, 2014 ,ra#hue increased $19.0 million, or 12%, to $18dillon , compared with $165.2
million for the nine months ended September 303201he increase in revenue was the result of ané¥ease in loan transactions and an
increase of $11.6 million of "Other service revehgenerated by PWI, for the nine months ended Septe 30, 2014 compared with the sar
period in 2013, partially offset by a 1% decre@sevenue per loan transaction for the nine moatided September 30, 2014 . PWI, a servic
contract business, was acquired in June 2013.ditiad, managed receivables increased to $1,288l®mat September 30, 2014 from
$1,074.0 million at September 30, 2013 .

Revenue per loan transaction, which includes bmhg paid off and loans curtailed, decreased $1%gQmprimarily as a result of an
increase in the provision for credit losses, ad a&fluctuations in the Canadian exchange rateiglig offset by an increase in average loan
values. Revenue per loan transaction excludes ¥@tgice revenue."

Gross Profit

For the nine months ended September 30, 2014 s groéit for the AFC segment increased $7.5 million6%, to $132.4 million , or
71.9% of revenue, compared with $124.9 million 76r6% of revenue, for the nine months ended SdmeB0, 2013 , primarily as a result of
a 12% increase in revenue, partially offset by @28crease in cost of services. The increase inafaervices was primarily the result of the
inclusion of expenses associated with PWI, as agln increase in compensation expense. The dednegioss margin percentage is the re
of the inclusion of PWI results for the nine monémgled September 30, 2014, as compared with alpgetr for 2013.

Slling, General and Administrative

Selling, general and administrative expenses at ie@ased $3.9 million, or 21%, to $22.1 milli@r the nine months ended
September 30, 2014 , compared with $18.2 milliortlie nine months ended September 30, 2013 . Tnease was primarily attributable to
increases in stockased compensation of $2.8 million and $1.4 millimexpenses associated with PWI, as well as aease in compensatic
partially offset by a decrease in professional fees
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Holding Company Results

Nine Months Ended

September 30,
(Dollars in millions) 2014 2013
Selling, general and administrative $ 65.2 $ 67.¢
Depreciation and amortization 7.C 3.4
Operating loss $ (122 $ (71.9)

Sdlling, General and Administrative

For the nine months ended September 30, 2014ngalleneral and administrative expenses at thgifplcompany decreased
$2.7 million, or 4%, to $65.2 million , comparedtwit67.9 million for the nine months ended Septan3fe 2013 , primarily as a result of a
decrease in stock-based compensation expensedifrfiilon and a decrease in an other employeeaélakpense of $3.1 million, partially
offset by increases in compensation expense of/iBli®n, incentive-based compensation expense2ds #illion and information technology
costs of $1.0 million.

LIQUIDITY AND CAPITAL RESOURCES

We believe that the significant indicators of lidity for our business are cash on hand, cash ftom foperations, working capital and
amounts available under our credit facility. Ounpipal sources of liquidity consist of cash gemedaby operations and borrowings under our
revolving credit facility.

September 30, December 31,  September 30,

(Dollars in millions) 2014 2013 2013

Cash and cash equivalents $ 214¢  $ 191.¢ $ 196.(
Restricted cash 16.2 18.¢ 9.1
Working capital 451.2 356.¢ 363.1
Amounts available under credit facility* 250.( 250.( 250.(
Cash flow from operations for the nine months ended 327. 318.¢

*  There were related outstanding letters of cremtiling approximately $26.4 million , $26.3 nli and $23.6 million at
September 30, 2014 , December 31, 2013 and Sept&Dp2013 , respectively, which reduced the amawatlable for borrowings
under the credit facility.

We regularly evaluate alternatives for our cagstalicture and liquidity given our expected caswfpgrowth and operating capital
requirements as well as capital market conditions.

Working Capital

A substantial amount of our working capital is geed from the payments received for services piaxli The majority of our working
capital needs are short-term in nature, usually 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 varioumahcial 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 institutiathsit hold the cash, we cannot offset all the cashthe outstanding checks on our balance shee

Our available cash, which excludes cash in trangi§ $148.6 million at September 30, 2014 . Of dn®unt, approximately
$49.4 million was held by our foreign subsidiariéshe portion of funds held by our foreign subariks that are considered to be permanenth
reinvested were to be repatriated, tax expensedvmegd to be accrued at the U.S. statutory rateyfresy applicable foreign tax credits. Such
foreign tax credits would substantially offset dihys. taxes that would be due in the event cashihelslr foreign subsidiaries was repatriated

AFC offers short-term inventory-secured financialgo known as floorplan financing, to independesgduvehicle dealers. Financing is
primarily provided for terms of 30 to 60 days. Ap@ncipally generates its funding through the sdlés
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receivables. The receivables sold pursuant togbergtization agreements are accounted for as s@dorrowings. For further discussion of
AFC's securitization arrangements, see "Secuiibadacilities."”

Credit Facilities

On March 11, 2014, we repaid all principal outstagdand interest due under the Credit Agreemergdiitay 19, 2011 (the "Original
Credit Agreement”) and established a three yeadossacured term loan facility ("Term Loan B-1")saven year senior secured term loan
facility ("Term Loan B2") and a $250 million, five year senior securegbieing credit facility (the "new revolving cred@cility"), the terms ¢
which are set forth in the Amended and RestatediCAgreement, dated as of March 11, 2014 ("CrAditeement"). The terms in the Credit
Agreement supersede the terms of the Original CAgglieement. No early termination penalties weraiined by the Company in connection
with the refinancing; however, we incurred a noskchoss on the extinguishment of debt under thgial Credit Agreement of $30.3 millian
The loss was a result of the write-off of certaimamortized debt issuance costs and the unamodi&eiddiscount on Term Loan B.

The Credit Facility is available for letters of die working capital and general corporate purpo$ége Credit Agreement provides that
with respect to the new revolving credit facilip to $75 million is available for letters of crednd up to $75 million is available for swing
line loans. Subject to certain conditions, the @rAdreement also permits additional revolving @mb loan commitments of (i) up to $300
million or (ii) an unlimited amount if the Consotited Senior Secured Leverage Ratio (as defindteilCtedit Agreement) is less than or equal
to 3.5t0 1.0, in each case from one or more otttisting lenders or other lenders (with the cohsétthe administrative agent).

Term Loan B-2 was issued at a discount of $2.8anill The discount is being amortized using thedtife interest method to interest
expense over the seven year term of the loan. Betim Loan B-1 and Term Loan B-2 are payable in gulrinstallments equal to 0.25% of
the original aggregate principal amounts of thentkrans, respectively, as of the effective datehguayments commenced on June 30, 2014
and the balances are payable at each respectiveityatate. The Credit Facility is subject to matwig prepayments and reduction in an
amount equal to the net proceeds of certain débtings, certain asset sales and certain insun@uovery events. In addition, in accordance
with the terms of the Credit Agreement, 50% ofrleé cash proceeds from the sale-leaseback of meettinology and capital equipment were
used to prepay $2.8 million and $4.8 million of felcoan B-1 and Term Loan B-2, respectively, infirgt nine months of 2014. Each such
prepayment is credited to prepay, on a pro rate basorder of maturity the unpaid amounts dudhennext eight scheduled quarterly
installments of Term Loan B-1 and Term Loan B-2 #reteafter to the remaining scheduled quartedyaiiments of each term loan on a pro
rata basis.

Term Loan B-1 bears interest at Adjusted LIBOR (@& , Term Loan B-2 at Adjusted LIBOR plus 2.7B&ith an Adjusted LIBOR
floor of 0.75% per annum for Term Loan B-2) and rrewolving loan borrowings at Adjusted LIBOR plu22% . However, for specified
types of borrowings, the Company may elect to nmiden Loan B-1 borrowings at a Base Rate (as defiméite Credit Agreement) plus
1.50% , Term Loan B-2 at a Base Rate plus 1.75%namdrevolving loan borrowings at a Base Rate (l@5% . The rates on Term Loan B-1
and Term Loan B-2 were 2.75% and 3.50% at SepteBthe014 , respectively. In addition, if the Compaeduces its Consolidated Senior
Secured Leverage Ratio, which is based on a neétoddtulation, to levels specified in the Creditrégment, the applicable interest rate on
Term Loan B-2 and the new revolving credit facilitifl step down by 25 basis points. The Companyg alays a commitment fee of 40 basis
points, payable quarterly, on the average dailysediamount of the new revolving credit facility €Mee may step down to 35 basis points
based on the Company's Consolidated Senior Seteredtage Ratio as described above.

On September 30, 2014 , $646.2 million was outstendn Term Loan B-1, $1,113.4 million was outsiagdn Term Loan B-2 and
there were no borrowings on the new revolving daridiility. In addition, there were related outsdarg letters of credit in the aggregate
amount of $26.4 million at September 30, 2014 ciwhieduce the amount available for borrowings utigeCredit Facility. Our Canadian
operations also have a C$8 million line of crediiat was undrawn as of September 30, 2014 . How#vere were related letters of credit
outstanding totaling approximately C$1.2 millionSstptember 30, 2014 , which reduce credit availabtier the Canadian line of credit.

The obligations of the Company under the Crediilfaare guaranteed by certain of our domesticstdibries (the "Subsidiary
Guarantors") and are secured by substantiallyfaieassets of the Company and the Subsidiarydatns, including but not limited to:
(a) pledges of and first priority perfected seguiriterests in 100% of the equity interests ofaierof the Company's and the Subsidiary
Guarantors' domestic subsidiaries and 65% of théyeimterests of certain of the Company's andSbbsidiary Guarantors' first tier foreign
subsidiaries and (b) perfected first priority ségunterests in substantially all other tangiblelantangible assets of the Company and each
Subsidiary Guarantor, subject to certain exceptions

The Credit Agreement contains certain restrictoanl covenants, including, among others, a finamtaénant requiring that a maximum
consolidated senior secured leverage ratio befisgtias of the last day of each fiscal quarteevfalving loans

34




Table of Contents

are outstanding, and covenants limiting our abtlityncur indebtedness, grant liens, make acqorsticonsummate change of control
transactions, dispose of assets, pay dividendse imaestments and engage in certain transactiothsaffiliates. The senior secured leverage
ratio is calculated as total senior secured dehtled by the last four quarters consolidated A&jd€EBITDA. Senior secured debt includes
term loan borrowings, revolving loans and capialske liabilities less available cash as defingtlérCredit Agreement. Consolidated Adjusted
EBITDA is EBITDA (earnings before interest expensepome taxes, depreciation and amortization) aefuto exclude among other things

(a) gains and losses from asset sales; (b) uneeidiareign currency translation gains and lossesspect of indebtedness; (c) certain non-
recurring gains and losses; (d) stock option exg@efey certain other non-cash amounts includetiérdetermination of net income; (f) charges
and revenue reductions resulting from purchaseusttwy; (g) minority interest; (h) expenses assedavith the consolidation of salvage
operations; (i) consulting expenses incurred fat ceduction, operating restructuring and busimagsovement efforts; (j) expenses realized
upon the termination of employees and the ternonadr cancellation of leases, software licensestlogr contracts in connection with the
operational restructuring and business improveraffatts; (k) expenses incurred in connection wighrpitted acquisitions; (I) any impairment
charges or write-offs of intangibles; and (m) amtr&ordinary, unusual or non-recurring chargesgeesps or losses.

Certain covenants contained within the Credit Agreet are critical to an investor's understandinguffinancial liquidity, as the failure
to maintain compliance with these covenants coeddlt in a default and allow our lenders to decéiramounts borrowed immediately due
and payable. The maximum consolidated senior sddaverage ratio is required to be met when thexeevolving loans outstanding under
our Credit Agreement. For the quarter ended Sepel® 2014 the ratio could not exceed 4.0 to ddicontinues to decline throughout the
remaining life of the Credit Facility until it rehes 3.0 to 1.0 at December 31, 2017. Our actualatioiated senior secured leverage ratio,
including capital lease obligations of $36.7 mitljavas 2.83 to 1.0 at September 30, 2014 .

In addition, the Credit Agreement contains cerfaiancial and operational restrictions that limitr@bility to pay dividends and other
distributions, make certain acquisitions or investits, incur indebtedness, grant liens and seltasEee covenants in the Credit Agreement
affect our operating flexibility by, among otheirths, restricting our ability to incur expenses amtebtedness that could be used to grow the
business, as well as to fund general corporateogesp We were in compliance with the covenantsérQredit Agreement at September 30,
2014 .

We believe our sources of liquidity from our casidl @ash equivalents on hand, working capital, gastided by operating activities, ¢
availability under our credit facility are sufficieto meet our short and long-term operating néedihe 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. dollar denomigdfinance receivables on a revolving basis andouitrecourse to a wholly-owned,
bankruptcy remote, consolidated special purpossidiany ("AFC Funding Corporation") established floe purpose of purchasing AFC's
finance receivables. A securitization agreemewtnalfor the revolving sale by AFC Funding Corparatio a group of bank purchasers of
undivided interests in certain finance receivaklgsject to committed liquidity. The agreement egpion June 30, 2016. AFC Funding
Corporation had committed liquidity of $800 millidor U.S. finance receivables at September 30, 2014

We also have an agreement for the securitizatichubdmotive Finance Canada Inc.'s ("AFCI") receieab This securitization facility
also expires on June 30, 2016. AFCI's committedidity is provided through a third party conduiesirate from the U.S. facility) and was
C$100 million at September 30, 2014 . The receasbbld pursuant to both the U.S. and Canadianiseation agreements are accounted for
as secured borrowings.

AFC managed total finance receivables of $1,285lBomand $1,107.6 million at September 30, 20bd ®ecember 31, 2013 ,
respectively. AFC's allowance for losses was $dlllom at September 30, 2014 and December 31, 2013

As of September 30, 2014 and December 31, 20127%1 million and $1,100.2 million , respectivety finance receivables and a cast
reserve of 1 percent of the obligations collateraliby finance receivables served as securityh®$858.8 million and $772.4 million of
obligations collateralized by finance receivableSeptember 30, 2014 and December 31, 2013 , rdsggcAfter the occurrence of a
termination event, as defined in the U.S. secuatitin agreement, the banks may, and could, caesgtalck of AFC Funding Corporation to be
transferred to the bank facility, though as a pcatmatter the bank facility would look to thedigation of the receivables under the
transaction documents as their primary remedy.
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Proceeds from the revolving sale of receivablebédbank facilities are used to fund new loansustamers. 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 coverariar Credit Facility. At September 30, 2014e were in compliance with the covenant
the securitization agreements.

EBITDA and Adjusted EBITDA

EBITDA and Adjusted EBITDA, as presented herei, supplemental measures of our performance thatcanequired by, or present
in accordance with, generally accepted accountiiigiples in the United States, or GAAP. They ané 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), plus ingtexpense net of interest income, income tax prowi(benefit), depreciation and
amortization. Adjusted EBITDA (as defined in thee@it Agreement) is EBITDA adjusted for the itemsrafome and expense and expected
incremental revenue and cost savings, as desaii@ek in the discussion of certain restrictive loamenants under "Credit Facilities."

Management believes that the inclusion of suppleargradjustments to EBITDA applied in presentingustied EBITDA is appropriate
to provide additional information to investors abone of the principal measures of performance bieaur creditors. In addition,
management uses EBITDA and Adjusted EBITDA to eatdwur performance. EBITDA and Adjusted EBITDA bdinitations as analytical
tools, and should not be considered in isolatioasoa substitute for analysis of the results agrteg under GAAP. These measures may not k
comparable to similarly titled measures reportedtner companies.

The following tables reconcile EBITDA and AdjusteBITDA to net income (loss) for the periods present

Three Months Ended September 30, 2014

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 22 % 19.1 $ 20.C $ (13.9 $ 47.5
Add back:
Income taxes 13.4 11.C 12.1 (8.2) 28.4
Interest expense, net of interest income 0.1 — 4.7 15.4 20.2
Depreciation and amortization 19.7 19.1 7.7 2.4 48.¢
Intercompany interest 12.¢ 9.4 (5.9 (16.9 —
EBITDA 68.% 58.€ 38.7 (20.6 145.(
Adjustments per the Credit Agreement 5.€ 0.7 (2.9 0.2 4.1
Adjusted EBITDA $ 73.¢ % 59.2 % 36.2 % (209 $ 149.1

Three Months Ended September 30, 2013

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 145 $ 13.¢ $ 18.6 $ (24.9) % 22.¢
Add back:
Income taxes 9.1 8.4 12.C (9.9 19.€
Interest expense, net of interest income — 0.2 4.€ 21.C 25.¢
Depreciation and amortization 22.¢ 18.t 7.2 1.3 49.€
Intercompany interest 13.1 9.4 (5.6) (16.9) —
EBITDA 59.: 50.3 37.C (28.9) 117.¢
Adjustments per the Credit Agreement 4.€ — (2.6) 10.€ 12.¢
Adjusted EBITDA $ 63.C $ 50.2 $ 344 % (18.0) $ 130.¢
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(Dollars in millions)
Net income (loss)
Add back:

Income taxes

Interest expense, net of interest
income

Depreciation and amortization
Intercompany interest
EBITDA

Nine Months Ended September 30, 2014

Adjustments per the Credit Agreement

Adjusted EBITDA

(Dollars in millions)
Net income (loss)
Add back:

Income taxes

Interest expense, net of interest
income

Depreciation and amortization
Intercompany interest
EBITDA

Adjustments per the Credit Agreement

Superstorm Sandy
Adjusted EBITDA

ADESA IAA AFC Corporate Consolidated

$ 62.5 $ 61.2 $ 56.7 $ 619 $ 119.(

35.7 36.C 34.7 (38.]) 68.2

0.5 0.2 13.¢ 50.€ 65.1

59.C 56.€ 22.7 7.C 145.2

37.€ 28.2 (17.€) (48.9) —

195.¢ 182.: 110.3 (90.2) 397.%

20.¢ 5.1 (5.4) 32.1 52.¢

$ 216.1 $ 187.¢ $ 104.¢ $ (58.0) $ 450.3
Nine Months Ended September 30, 2013

ADESA IAA AFC Corporate Consolidated

$ 475 $ 39.5 $ 544 $ (55.9 $ 85.2

28.2 23.€ 34.2 (26.5) 59.t

0.4 0.7 12.: 65.€ 79.C

66.¢ 55.4 20.: 3.4 145.¢

39.¢ 28.2 (15.2) (53.0 —

182.7 147 .2 106.( (66.9) 369.%

15.2 0.7 (7.1 15.C 23.¢

— 13.F — — 13.t

$ 197.¢ % 161.¢ $ 98¢ $ (519 $ 407.(

Certain of our loan covenant calculations utilizehcial results for the most recent four conseeutiscal quarters. The following table
reconciles EBITDA and Adjusted EBITDA to net incoih@ss) for the periods presented:

(Dollars in millions)
Net income (loss)
Add back:
Income taxes
Interest expense, net of interest income
Depreciation and amortization
EBITDA
Other adjustments per the Credit Agreement
Non-cash charges
AFC interest expense

Adjusted EBITDA

Twelve
Months
Three Months Ended Ended
December 31, March 31, June 30, September 30, September 30,
2013 2014 2014 2014 2014
$ (17.¢) $ 207 % 50.¢ $ 475 $ 101.¢
22.C 9.8 30.1 28.4 90.c
25.2 24.1 20.¢ 20.z 90.4
48.F 48.1 48.c 48.¢ 193.¢
78.2 102.7 150.( 145.( 475.¢
3.4 1.3 0.¢ 1.C 6.€
53.C 46.4 6.7 6.8 112.¢
(3.4) (3.9 (3.5) (3.7 (13.9)
$ 1312 % 1471 $ 154.1 % 149.1 % 581.t
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Summary of Cash Flows

Nine Months Ended

September 30,
(Dollars in millions) 2014 2013
Net cash provided by (used by):
Operating activities $ 3270 % 318.¢
Investing activities (290.7) (180.%)
Financing activities (9.3 (46.5)
Effect of exchange rate on cash (5.0 3.9
Net increase in cash and cash equivalents $ 23.c § 87.

Cash flow from operating activities was $327.7 imillfor the nine months ended September 30, 2@t#pared with $318.4 million for
the nine months ended September 30, 2013 . Theaserin operating cash flow was primarily attribigao increased profitability, partially
offset by a net decrease in non-cash charges, lhasnehanges in operating assets and liabilitsees gesult of the timing of collections and the
disbursement of funds to consignors for auctiortd hear period-ends.

Net cash used by investing activities was $290lliamifor the nine months ended September 30, 2@bnpared with $180.7 milliofor
the nine months ended September 30, 2013 . Theaserin net cash used by investing activities wiasapily attributable to an increase in the
additional finance receivables held for investmeattially offset by a decrease in capital expamdi of approximately $5.0 million. For a
discussion of the Company's capital expenditules,‘€apital Expenditures” below.

Net cash used by financing activities was $9.3iamilfor the nine months ended September 30, 2@b#pared with $46.5 million for
the nine months ended September 30, 2013 . Theazin net cash used by financing activities wiasapily attributable to:

. a larger increase in obligations collateralizedibgnce receivable

. payments of $15.0 million on term loans under @redit Facility in 2014, compared with paymerft$49.2 million on Term
Loan B under the Original Credit Facility in 20E31d

. payments of $11.7 million for debt issuance s@$2014, compared with payments of $26.0 millin2013
partially offset by:
. $104.7 million in dividend payments in 2014, quared with $52.2 million 2013; an
. a smaller increase in book overdre
Capital Expenditures

Capital expenditures for the nine months endedebeiper 30, 2014 and 2013 approximated $70.3 miflimoh $75.3 million respectively
Capital expenditures were funded primarily fromemmially generated funds. We continue to investunamre information technology
capabilities and capacity expansion. Capital exjieres are expected to be approximately $105 milfar fiscal year 2014. Anticipated capital
expenditures are primarily attributable to ongdimgrmation system projects, upkeep and improvemanexisting vehicle auction facilities,
improvements in information technology systems iafidstructure and expansion of existing auctidessthat are at capacity. Future capital
expenditures could vary substantially based ontabpioject timing and the initiation of new infoation systems projects to support our
business strategies.
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Dividends

Subject to board of director approval, we expegayp a quarterly dividend of $0.27 per share in520ding cash flow from operations,
representing an annualized dividend of $1.08 parestThe following dividend information has beeleased for 2014:

. On November 5, 2013, the Company announcedtadiaglend of $0.25 per share that was paid onaign8, 2014, to
stockholders of record at the close of businesBesember 20, 2013.

. On February 18, 2014, the Company announcedladiaidend of $0.25 per share that was paid onl 8p2014, to
stockholders of record at the close of businesiglarch 26, 2014.

. On May 5, 2014, the Company announced a castiettil of $0.25 per share that was paid on Julyp342to stockholders of
record at the close of business on June 25, 2014.

. On August 5, 2014, the Company announced aaiagtend of $0.25 per share that was paid on Octap2014, to
stockholders of record at the close of businesSeptember 24, 2014.

. On November 4, 2014, the Company announcedtadiaglend of $0.27 per share that is payable odgy 7, 2015, to
stockholders of record at the close of businesBerember 29, 2014.

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 and ABE&Csiritization facilities, capital
requirements and other factors that our boardretctirs deems relevant. No assurance can be givenvehether any future dividends may be
declared by our board of directors or the amouertetf.

Other Investment

In August 2014, ADESA acquired a 50% interest ih Ben Software Inc. (“TradeRev”) and its online ieéhremarketing system,
TradeRev, for $30 million in cash. TradeRev is alime automotive remarketing system where deal@nsl@unch and participate in real-time
vehicle auctions at any time from their mobile @egi or desktop. In addition, ADESA also entered ajoint marketing agreement with
TradeRev to assist in expanding its footprint ia dkealer-to-dealer online space in the U.S. anddan markets.

ASC 323,Investments - Equity Method and Joint Ventures, specifies that to the extent there is a basferifice between the cost and the
underlying equity in the net assets of an equiaesitment, such difference is required to be alkt@ietween tangible and intangible assets. A
the date of acquisition, the carrying amount ofith@stment in TradeRev was greater than the Coypaquity in the underlying assets of
TradeRev by approximately $21.9 million as a resfithe difference in the carrying amounts of infilte assets. The Company is currently
evaluating the allocation of assets. Based upopisléminary valuation, the difference attributabdeamortizable intangible assets was
estimated at approximately $5.8 million at the tioi¢he equity investment, which is being amortipeda straight-line basis over the expected
useful lives of the intangible assets, which rafige 7 to 15 years. The intangible assets areeftdgated on the balance sheet of KAR Auctior
Services.

TradeReV’s results of operations are recorded @meamonth lag basis. The Company’s share in théoesés of TradeRev through
August 31, 2014 was $0.2 million . This amount wexdrded to “Other income, net” in the consolidagetements of income.

Contractual Obligations

The Company's contractual cash obligations for{mmm debt, interest payments related to long-téelst, capital lease obligations,
operating leases and postretirement benefit paygwesite summarized in the table of contractual alithgps in our Annual Report on Form 10-
K for the year ended December 31, 2013 . Since idbee 31, 2013 , there have been no material changhe contractual obligations of the
Company, with the exception of the following:

. In March 2014, we closed on our Amended and&edtCredit Agreement, which resulted in a lowégriest rate on our debt.
As such, our future interest payments relatedtgterm debt should be lower than projected at Dece®bg2013. In additio
the Amended and Restated Credit Agreement exteth@ethaturity on approximately $1.1 billion of owld by four years (no
due in March 2021).

. In the first nine months of 2014, 50% of the c&sh proceeds from the sale-leaseback of cegeimology and capital



equipment were used to prepay $2.8 million and $#l8on of Term Loan B-1 and Term Loan B-2, resipezly.
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. Operating lease obligations change in the orglinaurse of business. We lease most of our autdicitities, as well as other
property and equipment under operating leasesré&operating lease obligations will continue tordif renewal options are
exercised and/or if we enter into additional opatptease agreements.

See Note 6 to the Consolidated Financial Statememtsided elsewhere in this Quarterly Report omi@0-Q, for additional
information about the items described above. Outragtual cash obligations as of December 31, 2@t8 discussed in the "Contractual
Obligations" section of "Management's Discussiod Analysis of Financial Condition and Results ofe@qiions" in Part I, Item 7 of our
Annual Report on Form 10-K for the year ended Ddman31, 2013, as filed with the Securities andhiaxge Commission.

Critical Accounting Estimates

Our critical accounting estimates are discusseallan'Critical Accounting Estimates"” section of "Mayement's Discussion and Analysis
of Financial Condition and Results of OperatiomsPart II, tem 7 of our Annual Report on Form 10ef the year ended December 31, 2013
as filed with the Securities and Exchange Commissfosummary of significant accounting policiesliscussed in Note 2 and elsewhere in
Notes to the Consolidated Financial Statementsided in our Annual Report on Form-K for the year ended December 31, 2013, which
includes audited financial statements.

New Accounting Standards

In May 2014, the Financial Accounting StandardsfBq&FASB") issued Accounting Standards Update (UA52014-09,Revenue from
Contracts with Customers (Topic 606) , which supersedes the revenue recognition reqeinésrin Accounting Standards Codification ("ASC")
605, Revenue Recognition . The new guidance provides clarification on theogmition of revenue to depict the transfer of pised goods or
services to customers in an amount that refleetstimsideration to which the entity expects tofuéled in exchange for those goods or
services. ASU 2014-09 also requires additionalldgaes to help financial statement users bettdergtand the nature, amount, timing and
uncertainty of revenue that is recognized. The geidance is effective for the first annual repagtperiod and interim periods beginning after
December 15, 2016, and will require either retratipe application to each prior reporting periogéganted or retrospective application with
cumulative effect of initially applying the standarecognized at the date of adoption. The Compsuayiirently evaluating the impact the
adoption of ASU 2014-09 will have on the consolthtinancial statements and related disclosures.ddmpany has not yet selected a
transition method nor has it determined the efé¢he standard on its ongoing financial reporting.
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ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk
Foreign Currency

Our foreign currency exposure is limited and arfses transactions denominated in foreign currengi@rticularly intercompany loans,
as well as from translation of the results of opers from our Canadian and, to a much lesser gxtéexican subsidiaries. However,
fluctuations between U.S. and non-U.S. currencyemimay adversely affect our results of operatasfinancial position. We have not
entered into any foreign exchange contracts to éetignges in the Canadian or Mexican exchange @ésdian currency translation
negatively affected net income by approximatelyb$aillion and $2.1 million for the three and ninemths ended September 30, 2014 ,
respectively. A 1% change in the average Canadienamge rate for the three and nine months endeti®ber 30, 201would have impacte
net income by approximately $0.1 million and $0.8iom, respectively. Currency exposure of our Mz operations is not material to the
results of operations.

Interest Rates

We are exposed to interest rate risk on our vagiadtie borrowings. Accordingly, interest rate fuations affect the amount of interest
expense we are obligated to pay. We currently nigeast rate cap agreements to manage our exposiaterest rate changes. We have not
designated any of the 2013 interest rate capsdgekdor accounting purposes. Accordingly, chamgése fair value of the interest rate caps
are recognized as "Interest expense" in the categelil statement of income.

In August 2013, we purchased four interest rats ¢apapproximately $2.2 million with an aggregatgional amount of $1.2 billion to
manage our exposure to interest rate movementsiovaoiable rate Credit Facility when three-montBQR exceeds 1.0%. The interest rate
cap agreements cap three-month LIBOR at 1.0%, aaafective date of August 16, 2013 and maturdegust 16, 2015.

A sensitivity analysis of the impact on our var@abdte corporate debt instruments to a hypotheti@@lbasis point increase in short-term
rates (LIBOR) for the three and nine months endgut&nber 30, 2014 would have resulted in an inergasterest expense of approximately
$3.0 million and $7.9 million, respectively.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this Quarteeport on Form 10-Q, we carried out an evalumatinder the supervision and with
the participation of our management, including @éef Executive Officer and Chief Financial Officeff the 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.

Changes in Internal Control over Financial Reportirg

There has been no change in our internal contrat fimancial reporting during the quarter endedt&eaper 30, 2014that has materiall
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings

We are involved in litigation and disputes arisinghe ordinary course of business, such as actilaged 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, likelyntave a material adverse effect on our
financial condition, results of operations or céelws. Legal and regulatory proceedings which cdaddnaterial are discussed below.

Certain legal proceedings in which the Companyveived are discussed in Note 16 to the consolitifib@ncial statements in Part I,
Item 8 of our Annual Report on Form 10-K for theyended December 31, 2013 and Part |, Item 3eo$éime Annual Report. Unless
otherwise indicated, all proceedings discussetdeénAnnual Report remain outstanding.

IAA—Lower Duwamish Waterway

On March 25, 2008, the United States Environmdnitatection Agency, or the "EPA," issued a Geneaidé 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 Lowuwamish 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 ZD0AA has operated a branch on property it leasdsaikwila, Washington, which is
located adjacent to the LDW Site. The LDW Site vesitified as a Superfund site in 2001, three ybafsre IAA began leasing the branch in
Tukwila. At this time, the EPA has not demanded tA& pay any funds or take any action apart fraeaponding to the Section 104(e)
Information Request. The EPA's website indicatas tine EPA has issued notice letters to approximatss 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 final plan for remediating the site. IAA is awdhat certain authorities may bring natural reseuwtamage claims against PRPs. In the Ge
Notice and Second General Notice, the EPA inforidgdthat the EPA believes IAA may be a PRP, but HRA has not specified the factt
basis for this assertion. At this time, the Compdags not have adequate information to determideésifesponsibility for contamination at t
site, if any, or to estimate I1AA's loss as a resiithis potential liability.

In addition, the Washington State Department ofi&@pis working with the EPA in relation to the LD®Ite, primarily to investigate
and address sources of potential contaminatiorriboiting to the LDW Site. The current Tukwila propeowner, the former Tukwila property
owner and IAA have had discussions with the Wagbimtate Department of Ecology concerning possibiece 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.

ltem 1A. Risk Factors

In addition to the other information settfoin this report, readers should carefully coasitthe factors discussed in Part I, "ltem 1A. Risk
Factors" in our Annual Report on Form 10-K for ffear ended December 31, 2013 , which could mateaéfect our business, financial
condition or future results. The risks describedumn Annual Report on Form 10-K are not the ondksiwe face. Additional risks and
uncertainties not currently known to us or thatouerently deem to be immaterial also may materiatlyersely affect our business, financial
condition and/or operating results.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The board of directors has authorized a repurcbigp to $300 million of the Company’s outstandommnmon stock, par value $0.01 per
share, during the period from October 29, 2014uyhoOctober 28, 2016. Repurchases may be made wpén market or through privately
negotiated transactions, in accordance with applcsecurities laws and regulations, including pard to repurchase plans designed to co
with Rule 10b5-1 of the Securities Exchange Act@84, as amended. The timing and amount of anyrchpsees is subject to market and othe
conditions.
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Item 6.

a)

Exhibits

Exhibits—the exhibit list in the Exhibit Indéxincorporated herein by reference as the ligxbiibits required as part of this
report.

In reviewing the agreements included as exhibithiwForm 10-Q, please remember they are incltdgdovide you with
information regarding their terms and are not idthto provide any other factual or disclosurerimiation about KAR Auction
Services, ADESA, IAA or other parties to the agreats.

The agreements included or incorporated by referasexhibits to this Quarterly Report on Form 16e@tain representations
and warranties by each of the parties to the agiplicagreement. These representations and wagavei® made solely for the
benefit of the other parties to the applicable agrent and (i) were not intended to be treated goecal statements of fact, t
rather as a way of allocating the risk to one efplrties if those statements prove to be inaceufit may have been qualified
in such agreement by disclosures that were matletother party in connection with the negotiatiéithe applicable agreeme
(iii) may apply contract standards of "materialitiiat are different from "materiality” under thepfipable securities laws; and

(iv) were made only as of the date of the applieagreement or such other date or dates as mageb#ied in the agreement.

The Company acknowledges that, notwithstandingrtblesion of the foregoing cautionary statemeritss iesponsible for
considering whether additional specific discloswEmaterial information regarding material contted provisions are required
to make the statements in this Quarterly Repoffam 10-Q not misleading. Additional informationoai the Company may be
found elsewhere in this Quarterly Report on ForrQl@nd KAR Auction Services, Inc.'s other publianfijs, which are availab
without charge through the SEC's website at hitpnii.sec.gov.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

KAR Auction Services, Inc.
(Registrant)

Date: November 5, 2014 /s ERIC M. LOUGHMILLER

Eric M. Loughmiller

Executive Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal Financial and
Accounting Officer)
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EXHIBIT INDEX
Incorporated by Reference
Exhibit Filing Filed
No. Exhibit Description Form File No. Exhibit Date Herewith

3.1 Amended and Restated Certificate of IncorporatiokAR S-1/A  333-161907 3.1 12/10/2009

Auction Services, Inc.
3.2 Second Amended and Restated By-Laws of KAR Auction  8-K 001-34568 3.1 11/4/2014

Services, Inc.
41 Registration Rights Agreement, dated April 20, 2G@1iviong S-4 333-148847 4.8 1/25/2008

KAR Auction Services, Inc. (formerly KAR Holdingkc.),
KAR Holdings Il, LLC, certain employees of KAR Alich
Services, Inc. or its subsidiaries and each of tlesipective
Permitted Transferees

4.2 Form of common stock certificate S-1/A 333-161907 4.2 12/10/2009

10.1 Amendment and Restatement Agreement, dated March 11  8-K 001-34568 10.1 3/12/2014
2014, among KAR Auction Services, Inc. and certdiits
subsidiaries and JPMorgan Chase Bank, N.A., as
administrative agent, swingline lender and isslémgler (the
Amended and Restated Credit Agreement and the Aetend
and Restated Guarantee and Collateral Agreementcueled
as Exhibits A and B thereto, respectively)

*

10.z Conversion Option Plan of KAR Auction Services,.Inc S-1/A  333-158666 10.9 6/17/2009

(formerly KAR Holdings, Inc.)

10.2 * Form of Conversion Agreement, dated April 20020 S-1/A  333-158666 10.13 6/17/2009
between KAR Auction Services, Inc. (formerly KAR
Holdings, Inc.) and certain executive officers anaployees
of IAA

10.4 * KAR Auction Services, Inc. (formerly KAR Holdirgg Inc.) S-8 333-164032 10.1 12/24/2009
Stock Incentive Plan

10. * Form of Nonqualified Stock Option Agreement cAR S-4 333-148847 10.15 1/25/2008
Auction Services, Inc. (formerly KAR Holdings, Ih@ursuan
to the Stock Incentive Plan

10.€ * Employment Agreement, dated February 27, 20&Ryben 10-K 001-34568 10.15 2/28/2012
KAR Auction Services, Inc. and James P. Hallett

10.7¢ * Employment Agreement, dated December 17, 20&8yden 8-K 001-34568 10.3 12/17/2013
KAR Auction Services, Inc. and Thomas Caruso

10.7t * Amendment to Employment Agreement, dated Marth 2 10-Q 001-34568 10.8b 5/6/2014
2014, between KAR Auction Services, Inc. and Thomas
Caruso

10.& * Amended and Restated Employment Agreement, ddtedh 8-K 001-34568 10.1 3/20/2014
24, 2014, between KAR Auction Services, Inc. ant Do
Gottwald

10.¢ * Employment Agreement, dated December 17, 2013, dmat 8-K 001-34568 10.5 12/17/201z



KAR Auction Services, Inc. and Eric Loughmiller

10.1C * Employment Agreement, dated December 17, 20&8yéen 10-K 001-34568 10.13 2/19/2014
KAR Auction Services, Inc. and Rebecca Polak
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Incorporated by Reference

Exhibit Filing Filed
No. Exhibit Description Form File No. Exhibit Date Herewith
10.11* KAR Auction Services, Inc. (formerly KAR Holdirgg Inc.) 10-K 333-148847 10.29 3/11/2009

Annual Incentive Program

10.12¢” Amended and Restated Purchase and Sale Agreetaded S-4 333-148847 10.32 1/25/2008
May 31, 2002, between AFC Funding Corporation and
Automotive Finance Corporation

10.12k  Amendment No. 1 to Amended and Restated Purchatse S-4 333-148847 10.33 1/25/2008
Sale Agreement, dated June 15, 2004

10.12¢  Amendment No. 2 to Amended and Restated Purdrate S-4 333-148847 10.34 1/25/2008
Sale Agreement, dated January 18, 2007

10.12c™ Amendment No. 3 to Amended and Restated Purcrage S-4 333-148847 10.35 1/25/2008
Sale Agreement, dated April 20, 2007

10.12¢  Amendment No. 4 to Amended and Restated Purdrate 10-K 001-34568 10.19e 2/28/2012
Sale Agreement, dated January 30, 2009

10.12f  Amendment No. 5 to Amended and Restated Purdrate 10-K 001-34568 10.19f 2/28/2012
Sale Agreement, dated April 25, 2011

10.13¢” Fifth Amended and Restated Receivables Purchase 10-Q 001-34568 10.18 8/6/2013
Agreement, dated June 21, 2013, among Automotivariee
Corporation, AFC Funding Corporation, Fairway Fioan
Company, LLC, Saratoga Funding Corp., LLC, Deutsche
Bank AG, New York Branch, BMO Harris Bank N.A., fif
Third Bank and BMO Capital Markets Corp.

10.13t~ Amendment No. 1 to Fifth Amended and Restated Rabéés 10-K 001-34568 10.18b 2/19/2014
Purchase Agreement, dated November 21, 2013

10.13c¢  Amendment No. 2 to Fifth Amended and Restated Rab&s 10-Q 001-34568 10.13c 8/6/2014
Purchase Agreement, dated May 6, 2014

10.14¢~ Second Amended and Restated Receivables Purchase 10-Q 001-34568 10.19 8/6/2013
Agreement, dated June 28, 2013, among KAR Auction
Services, Inc., Automotive Finance Canada Inc.BNY
Trust Company of Canada

10.14k~ Amending Agreement to Second Amended and Rektate 10-K 001-34568 10.19b 2/19/2014
Receivables Purchase Agreement, dated Novemb@023,

10.14¢ Amending Agreement to Second Amended and Restated  10-Q 001-34568 10.14c 8/6/2014
Receivables Purchase Agreement, dated May 8, 2014

10.15¢ Ground Lease, dated September 4, 2008, between A28 8-K 333-148847 10.3 9/9/2008
Diego, LLC and First Industrial L.P. (East 39 Ace¢<tay
Mesa, California)

10.15c  Guaranty of Lease, dated September 4, 2008, beti/aBn 8-K 333-148847 10.11 9/9/2008

Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial L.P. (East 39 Acres at Otay Md3alifornia)



10.16¢ Ground Lease, dated September 4, 2008, between A¥a8 8-K 333-148847 10.40 9/9/2008
Diego, LLC and First Industrial L.P. (West 39 Acatay
Mesa, California)
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Exhibit No.

Incorporated by Reference

Exhibit Description

Form

File No.

Exhibit

Filing
Date

Filed
Herewith

10.16t

10.17:

10.171

10.18:

10.18t

10.19:

10.191

10.20:

10.20t

10.21¢

10.211

10.22:

10.221

10.2¢

Guaranty of Lease, dated September 4, 2008, beti&Bn
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial L.P. (West 39 Acres at Otay Mesa,
California)

Ground Lease, dated September 4, 2008, between ADES
California, LLC and ADESA San Diego, LLC and First
Industrial Pennsylvania, L.P. (Sacramento, Calitgrn

Guaranty of Lease, dated September 4, 2008, beti/&Bn
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial Pennsylvania, L.P. (Sacramentdif@aia)

Ground Lease, dated September 4, 2008, between ADES
California, LLC and First Industrial PennsylvariiaP.
(Tracy, California)

Guaranty of Lease, dated September 4, 2008, beti/&Bn
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial Pennsylvania, L.P. (Tracy, Califi)

Ground Lease, dated September 4, 2008, between ADES
Washington, LLC and First Industrial, L.P. (Auburn,
Washington)

Guaranty of Lease, dated September 4, 2008, beti/&Bn
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial, L.P. (Auburn, Washington)

Ground Lease, dated September 4, 2008, between ADES
Texas, Inc. and First Industrial, L.P. (Houstonxd®

Guaranty of Lease, dated September 4, 2008 gestW AR
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial, L.P. (Houston, Texas)

Ground Lease, dated September 4, 2008, betwB&ESA
Florida, LLC and First Industrial Financing Partstap,
L.P. (Bradenton, Florida)

Guaranty of Lease, dated September 4, 2008 geatW AR
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial Financing Partnership, L.P. (Braida,
Florida)

Ground Sublease, dated October 3, 2008, betABESA
Atlanta, LLC and First Industrial, L.P. (Fairbui@gorgia)

Guaranty of Lease, dated October 3, 2008, betuf@dr
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
First Industrial, L.P. (Fairburn, Georgia)

Form of Indemnification Agreement

8-K

8-K

8-K

8-K

8-K

8-K

8-K

10-Q

10-Q

8-K

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

333-148847

001-34568

10.12

10.5

10.13

10.6

10.14

10.7

10.15

10.8

10.16

10.10

10.18

10.21

10.22

10.1

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

9/9/2008

11/13/2008

11/13/2008

12/17/2013



10.2¢ * KAR Auction Services, Inc. 2009 Omnibus Stocldan DEF 001-34568  AppendixA  4/29/2014
Incentive Plan, as Amended June 10, 2014 14A
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Incorporated by Reference

Filing Filed
Exhibit No. Exhibit Description Form File No. Exhibit Date Herewith
10.25: Form of KAR Auction Services, Inc. Employee Stoc S-8 333-164032 10.3 12/24/2009
Purchase Plan
10.25t Amendment No. 1 to KAR Auction Services, Inc. 10-Q 001-34568 10.60 8/4/2010
Employee Stock Purchase Plan dated March 31, 2010
10.25¢ Amendment No. 2 to KAR Auction Services, Inc. 10-Q 001-34568 10.61 8/4/2010
Employee Stock Purchase Plan dated April 1, 2010
10.2¢ KAR Auction Services, Inc. Directors Deferred 10-Q 001-34568 10.62 8/4/2010
Compensation Plan, effective December 10, 2009
10.2% Form of Director Restricted Share Agreement 10-Q 001-34568 10.63 8/4/2010
10.2¢ Form of Nonqualified Stock Option Agreement S-1/A 333-161907 10.65 12/4/2009
10.2¢ Form of Restricted Share Agreement S-1/A 333-161907 10.66 12/4/2009
10.3( Form of Performance-Based Restricted Stock Unit 8-K 001-34568 10.2 12/17/2013
Agreement (Total Shareholder Return Percentile Rank
S&P 500)
10.31 Form of Performance-Based Restricted Stock Unit 8-K 001-34568 10.1 2/27/2014
Agreement (Cumulative Adjusted Net Income Per Share
31.1 Certification of Chief Executive Officer Pursuaa X
Section 302 of the Sarbanes-Oxley Act of 2002
31z Certification of Chief Financial Officer Pursuan X
Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of Chief Executive Officer Pursuda X
Section 906 of the Sarbanes-Oxley Act of 2002
32.2 Certification of Chief Financial Officer Pursudn X
Section 906 of the Sarbanes-Oxley Act of 2002
101.INS XBRL Instance Document X
101.SCt XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRI XBRL Taxonomy Extension Presentation Linkbase X




*

Portions of this exhibit have been redacted pursteaa request for confidential treatment filedagpely with the Secretary of the
Securities and Exchange Commission pursuant to 408eunder the Securities Act of 1933, as amended.

Denotes management contract or compensation ptantract or arrangement.
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EXHIBIT 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, James P. Hallett, certify that:

1)

2)

3)

4)

5)

| have reviewed this Quarterly Report on Forlof KAR Auction Services, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitide a material fact necessar
make the statements made, in light of the circumt&ts under which such statements were made, négadisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of opgerstand cash flows of the registrant as of, amgtfe periods presented in this report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant anddiav

a) designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, 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 réipgr or caused such internal control over finahiporting to be designed uni
our supervision, to provide reasonable assurargardang the reliability of financial reporting arnlde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

C) evaluated the effectiveness of the registrantaalisre controls and procedures and presentedsimeport our conclusions ab
the effectiveness of the disclosure controls armatquatures, as of the end of the period covered isyréport based on st
evaluation; and

d) disclosed in this report any change in the regis$santernal control over financial reporting thettcurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repodj ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

The registrant's other certifying officer and | baglisclosed, based on our most recent evaluatiomtefnal control over financi
reporting, to the registrant's auditors and thatazaimmittee of the registrant's board of directfmspersons performing the equival
functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that involveasnagement or other employees who have a significdatin the registran
internal control over financial reporting.

/s/ JAMES P. HALLETT

James P. Hallett
Chief Executive Officer

Date: November 5, 2014



EXHIBIT 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Eric M. Loughmiller, certify that:

1)

2)

3)

4)

5)

| have reviewed this Quarterly Report on Forlof KAR Auction Services, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitide a material fact necessar
make the statements made, in light of the circumt&ts under which such statements were made, négadisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of opgerstand cash flows of the registrant as of, amgtfe periods presented in this report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant anddiav

a) designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, 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 réipgr or caused such internal control over finahiporting to be designed uni
our supervision, to provide reasonable assurargardang the reliability of financial reporting arnlde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

C) evaluated the effectiveness of the registrantaalisre controls and procedures and presentedsimeport our conclusions ab
the effectiveness of the disclosure controls armatquatures, as of the end of the period covered isyréport based on st
evaluation; and

d) disclosed in this report any change in the regis$santernal control over financial reporting thettcurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repodj ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

The registrant's other certifying officer and | baglisclosed, based on our most recent evaluatiomtefnal control over financi
reporting, to the registrant's auditors and thatazaimmittee of the registrant's board of directfmspersons performing the equival
functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that involveasnagement or other employees who have a significdatin the registran
internal control over financial reporting.

/s ERIC M. LOUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Officer

Date: November 5, 2014



EXHIBIT 32.1

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbané&xley Act of 2002

In connection with the Quarterly Report on FormQ@f KAR Auction Services, Inc. (the "Company") the period ended
September 30, 2014 , as filed with the SecuritfesEExchange Commission on the date hereof (thed®®pl, James P. Hallett, as Chief
Executive Officer of the Company, certify, to thesbof my knowledge, pursuant to 18 U.S.C. §135@dwopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requiremeotsSection 13(a) or 15(d), as applicable, of teeBities Exchange Act of 1934;
and

2) the information contained in this Report faipiesents, in all material respects, the finarmaldition and results of operations of
the Company.

/sl JAMES P. HALLETT

James P. Hallett
Chief Executive Officer

Date: November 5, 2014



EXHIBIT 32.2

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbané&xley Act of 2002

In connection with the Quarterly Report on FormQ@f KAR Auction Services, Inc. (the "Company") the period ended
September 30, 2014 , as filed with the SecuritfebEExchange Commission on the date hereof (thed®®pl, Eric 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 requiremeotsSection 13(a) or 15(d), as applicable, of teeBities Exchange Act of 1934;
and

2) the information contained in this Report faipiesents, in all material respects, the finarmaldition and results of operations of
the Company.

/s/ ERIC M. LOUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Officer

Date: November 5, 2014



