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PART |
FINANCIAL INFORMATION
ltem 1. Financial Statements
KAR Auction Services, Inc.
Consolidated Statements of Income

(In millions)
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009

Operating revenue

ADESA Auction Service: $ 280.1 $ 279t $553.7 $567.¢

IAAI Salvage Service 157.% 139.( 316.1 277.C

AFC 32.€ 20.€ 58.€ 36.¢
Total operating revenut 470.( 439.] 928.4 881.¢
Operating expenst

Cost of services (exclusive of depreciation and réization) 251.7 246.¢ 507.7 515.t

Selling, general and administrati 90.¢ 87.1 185.¢ 172.¢

Depreciation and amortizatic 41.¢ 42.3 85.1 88.2
Total operating expens 384.: 376.( 778.¢ 776.7
Operating profit 85.7 63.1 149.¢ 104.¢
Interest expens 35.€ 46.€ 70.€ 93.t
Other (income) expense, r 1.3 (6.2 (1.6 (4.5
Loss on extinguishment of de — — 25.5 —
Income before income tax 48.5 22.2 55.2 15.¢
Income taxe: 19.€ 9.€ 18.€ 6.€
Net income $ 28.€ $ 12.¢ $ 36.7 $ 9.3

Net income per sha~ basic and dilute $ 0.21 $ 0.12 $ 0.27 $ 0.0¢

See accompanying Notes to Consolidated Financiaé®ents
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KAR Auction Services, Inc.
Consolidated Balance Sheets

(In millions)
December
June 30, 31,
2010 2009
(unaudited)

Assets
Current asset:
Cash and cash equivalel $ 289. $ 363.¢
Restricted cas 8.3 9.3
Trade receivables, net of allowances of $6.3 ané 346.1 250.4
Finance receivables, net of allowan 112.¢ 150.2
Finance receivables securitized, net of allowal 571.2 —
Retained interests in finance receivables — 89.¢
Deferred income tax asse¢ 42.¢€ 37.2
Other current asse 46.4 40.¢

Total current asse 1,416.¢ 941.¢
Other asset:
Goodwill 1,528.: 1,528.:
Customer relationships, net of accumulated amaivzaf $217.1 and $182 717.2 753.%
Other intangible assets, net of accumulated anadioiz of $78.0 and $62 263.¢ 266.¢
Unamortized debt issuance co 48.% 61.€
Other asset 12.€ 16.4

Total other asse! 2,570.t 2,626.:
Property and equipment, net of accumulated depreciaf $266.9 and $233 666.5 683.2
Total asset $4,653." $4,251.:

See accompanying Notes to Consolidated Financiaé®ents
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Liabilities and Stockholders’ Equity
Current liabilities
Accounts payabl

Accrued employee benefits and compensation expt

Accrued interes
Other accrued expens
Income taxes payab

Obligations collateralized by finance receivat

Current maturities of lor-term deb
Total current liabilities

Non-current liabilities
Long-term debr
Deferred income tax liabilitie
Other liabilities
Total nor-current liabilities
Commitments and contingencies (Note

Stockholder’ equity
Preferred stock, $0.01 par val
Authorized shares: 100,000,000
Issued shares: nol
Common stock, $0.01 par valt
Authorized shares: 400,000,0
Issued and outstanding shat
June 30, 2010: 134,672,0
December 31, 2009: 134,509,7
Additional paic-in capital
Retained defici
Accumulated other comprehensive inca
Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying Notes to Consolidated Financiaé®ents

KAR Auction Services, Inc.
Consolidated Balance Sheets

(In millions, except share data)

5

December 31

June 30,
2010 2009
(unaudited)
$ 408.: $ 262.7
51.4 56.4
11.€ 14.¢
77.€ 80.2
3.1 2.7
473.¢ —
— 225.¢
1,025.¢ 642.2
2,019.( 2,047 .
323.¢ 328.2
109.7 91.¢
2,452 2,467 .«
14 14
1,363." 1,355.:
(197.9) (234.5)
8.7 19./
1,176.( 1,141.
$4,653." $ 4,251.
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KAR Auction Services, Inc.

Consolidated Statement of Stockholders’ Equity

(In millions)
(Unaudited)
Accumulated
Common Common Additional Other
Comprehensive
Stock Stock Paid-In Retained
Shares Amount Capital Deficit Income Total
Balance at December 31, 20C 1345 $ 14 $1,355.: ($234%5) % 19.4 $1,141."
Comprehensive incom
Net income — — 36.7 — 36.7
Other comprehensive income (loss), net of
Unrealized loss on interest rate derivati — — — (5.9 (5.9
Foreign currency translatic — — — (4.€ (4.9
Comprehensive incorr — — 36.7 (20.7) 26.C
Issuance of common stock under stock p 0.2 — 1.3 — — 1.3
Stocl-based compensation expel — 7.2 — — 7.2
Balance at June 30, 201 1345 $ 14 $1,363. ($197.¢ $ 8.7 $1,176.(

See accompanying Notes to Consolidated Financiaé®ents
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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 puided by operating activities:

Depreciation and amortizatic

Provision for credit losse

Deferred income taxe

Amortization of debt issuance co:
Stocl-based compensatic

Loss (gain) on disposal of fixed ass
Loss on extinguishment of de

Other nor-cash, ne

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

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

Net cash provided by operating activities

Investing activities
Net increase in finance receivables held for innesit
Acquisition of businesses, net of cash acqu
Purchases of property, equipment and computer a0
Proceeds from the sale of property and equipt
Decrease in restricted ca

Net cash used by investing activitie

Financing activities
Net increase in book overdra
Net decrease in borrowings from lines of crt
Payments for debt issuance cc
Net increase in obligations collateralized by fioameceivable
Payments on lor-term debt
Payment for early extinguishment of di
Payments on capital leas
Initial net investment for interest rate ¢
Issuance of common stock under stock p
Net cash provided by (used by) financing activitie
Effect of exchange rate changes on ¢
Net increase (decrease) in cash and cash equivake
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

See accompanying Notes to Consolidated Financiaé®ents
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Six Months Ended

June 30,

2010 2009
$ 36.7 $ 9.2
85.1 88.:
6.3 1.4
(3.7) (7.0)
6.S 6.8
7.2 0.€
0.4 (0.2)

25.c —
6. 3.€
50.2 26.5
89.¢ (22.5)
(103.9 (28.9)
120.¢ 62.¢
327.¢ 141.¢
(589.9) (1.8
(2.6) (3.4)
(22.0) (27.9)
1.8 0.2
1.C 2.1
(611.7) (30.9)
8.7 14
— (4.5
— (0.2

473.L —

(28.2 —

(243.6) —
(2.3 (1.4)
— (1.2

1.t —
209.2 (6.)
(0.1) 0.2
(74.F 105.7
363.¢ 158.¢
$ 289.4 $264.1
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements
June 30, 2010 (Unaudited)

Note 1—Basis of Presentation and Nature of Operatits

Defined Terms
Unless otherwise indicated, the following termsdiserein shall have the following meanings:

“we,” “us,” “our,” “KAR Auction Services” and “theCompany’refer, collectively, to KAR Auction Services, Indormerly knowr
as KAR Holdings, Inc.) and all of its subsidiariedess the context otherwise requit

“ADESA" refers, collectively, to ADESA, Inc., a wholly owthsubsidiary of KAR Auction Services, and its sdieies;
“AFC” refers, collectively, to Automotive Finance Corpaya, a wholly owned subsidiary of ADESA and itdsidiaries;

“Credit Agreement” refers to the Credit Agreemaetatted April 20, 2007, among KAR Auction Servicesttae borrower, KAR
LLC, as guarantor, the several lenders from timgnte parties thereto and the administrative aglmetjoint bookrunners, the co-
documentation agents, the syndication agent anpbittielead arrangers named therein, as amendd&dima 10, 2009, October 23,
2009 and from time to time

“Equity Sponsors” refers, collectively, to Kelsosestment Associates VI, L.P., GS Capital Parthérd..P., ValueAct Capital
Master Fund, L.P. and Parthenon Investors I, which collectively own through their respectivéilaftes a majority of the
equity of KAR Auction Services

“IAAI" refers, collectively, to Insurance Auto Auicins, Inc., a wholly owned subsidiary of KAR Augati&ervices, and its
subsidiaries; an

“KAR LLC” refers to KAR Holdings Il, LLC, which isowned by affiliates of the Equity Sponsors and nganaent of the
Company

Basis of Presentatiol

The accompanying unaudited consolidated finanta#éments have been prepared in accordance widrgBnaccepted accounting
principles in the United States of America, or USRAP, for interim financial information and withe instructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, they do not imdé all of the information and notes required byegally accepted accounting principles
for annual financial statements. Operating regolténterim periods are not necessarily indicatifeesults that may be expected for the year
as a whole. In the opinion of management, the dateged financial statements reflect all adjustrsargcessary, generally consisting of
normal recurring accruals, for a fair statementwf financial results for the periods presentedoriparing the accompanying financial
statements, management has evaluated subsequatg #weugh the date the financial statements vgsteed. The preparation of financial
statements in conformity with generally acceptetbaating principles requires management to makeagts and assumptions that affect
reported amounts of assets, liabilities, revenexgenses and related disclosures at the date fihtineial statements and during the repor
period. Actual results could differ from these esties. A listing of our critical accounting estiesmts described in the “Critical Accounting
Estimates” section of “Management’s Discussion Andlysis of Financial Condition and Results of Gytiems” in this Form 10-Q and in our
Annual Report on Form 10-K for the year ended Ddmemn31, 2009, filed with the Securities and Exclea@8gmmission (“SEC”) on
February 25, 2010 (File No: 001-34568), which ides audited financial statements.
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

These consolidated financial statements and coedamstes to consolidated financial statements maedited and should be read in
conjunction with the audited consolidated finansialtements and notes thereto for the year endeerler 31, 2009 included in our Annual
Report on Form 10-K for the year ended DecembeRBQ9. The 2009 year-end consolidated balance sla¢gincluded in this Form 10-Q
was derived from the audited financial statemesfisrenced above, but does not include all discésstequired by U.S. GAAP.

Nature of operations

As of June 30, 2010, we have a network of 62 ADE8WIe car auctions and 157 IAAI salvage vehicletians which facilitates the
sale of used and salvage vehicles through physiodihe or hybrid auctions, and which permit Inttrbuyers to participate in physical
auctions. ADESA Auctions and IAAI are leading, oatl providers of wholesale and salvage vehicl¢ians and related vehicle
redistribution services for the automotive industriNorth America. Redistribution services inclualeariety of activities designed to transfer
used and salvage vehicles between sellers andsthyeughout the vehicle life cycle. ADESA Aucticmsd IAAI facilitate the exchange of
these vehicles through an auction marketplace,wdiligns sellers and buyers. As an agent for custenthe companies generally do not take
title to or ownership to substantially all vehickrsld at the auctions. Generally fees are earroed fhe seller and buyer on each successful
auction transaction in addition to fees earnedfuarillary services.

ADESA has the second largest used vehicle auctbmork in North America, based upon the numbersafduvehicles sold through
auctions annually, and also provides services asdhbound and outbound logistics, reconditionirgicle inspection and certification,
titing, administrative and salvage recovery seesicADESA is able to serve the diverse and muttefied needs of its customers through the
wide range of services offered at its facilities.

IAAI is one of the two largest providers of salvagghicle auctions and related services in North Acae The salvage auctions faciliti
the redistribution of damaged vehicles that arégiesed as total losses by insurance companiesyeeed stolen vehicles for which an
insurance settlement with the vehicle owner hasadly been made and older model vehicles donattbtity or sold by dealers in salvage
auctions. The salvage auction business speciafiza®viding services such as inbound and outbdagistics, inspections, evaluations,
titing and settlement administrative services.

AFC is a leading provider of floorplan financingitmlependent used vehicle dealers and this fingrisiprovided through 88 loan
production offices located throughout North AmeriEorplan financing supports independent usedcleeldealers in North America who
purchase vehicles at ADESA, IAAI, independent aargiand auctions affiliated with other auction rets.

Note 2—Accounting Change as a Result of the Adopticof Accounting Standards Update 2009-16

In December 2009, the Financial Accounting Stansi&uoiard (“FASB”) issued new guidance (Accountingristards Update 2009-16)
on the accounting for transfers of financial asseti® new guidance which is now a part of ASC 88@nsfers and Servicing , eliminates the
concept of a qualifying special-purpose entityates more stringent conditions for reporting agfanof a portion of a financial asset as a
sale, clarifies other sale-accounting criteria ehanges the initial measurement of a transferat&rést in transferred financial assets. The
new guidance is effective on a prospective basiarfimual periods beginning after November 15, 200 new guidance requires inclusion
of loans sold to a bank conduit facility as welltlas related obligation originated after Decemider2D09, in our financial statements. We
adopted the guidance on January 1, 2010. Thistegkin an increase in assets and related obligatiro8010. Obligations collateralized by
finance
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

receivables were $473.4 million at June 30, 20d@&ddition, the new guidance eliminated securitiraincome accounting and resulted in
recording of fee and interest income and intenggense for the finance receivable transactions uhgerevolving sale agreement. The
elimination of securitization income accountingulésd in a reduction of pre-tax income of approxieta$2.8 million in the first quarter of
2010. See Note 6 for additional information.

Note 3—New Accounting Standards

In February 2010, the FASB issued new guidance ¢Auting Standards Update 2010-06) on fair valuesmegments. The new
guidance, which is now a part of ASC 8Fajr Value Measurements and Disclosures, requires disclosure of details of significant tfans in
and out of Level 1 and Level 2 measurements argbresfor the transfers. In addition, a gross prtasiem of activity within the Level 3 roll
forward, presenting separately information aboutpases, sales, issuances and settlements isegguire new guidance is effective for the
first interim or annual reporting period beginniafger December 15, 2009, with the exception forghass presentation of the Level 3 roll
forward, which is required for annual reportingipds beginning after December 15, 2010 and forimteeporting periods within those
years. The adoption of the new guidance did nokfamaterial impact on the consolidated finandetkesnents

In February 2010, the FASB issued new guidance ¢futing Standards Update 2010-09) on subsequentsvihe new guidance,
which is now a part of ASC 85%ubsequent Events, requires an SEC filer to evaluate subsequentte¥brough the date that the financial
statements are issued. An entity that is an SECifInot required to disclose the date througtcivsubsequent events have been evaluated.
The new guidance was immediately effective uponasse of the final update. The adoption of the geidance did not have a material
impact on the consolidated financial statements.

Note 4—Stock-Based Compensation Plans

We adopted the KAR Auction Services, Inc. 2009 (husiand Stock Incentive Plan (“Omnibus Plan’pecember 2009. The Omnik
Plan is intended to provide equity or cash baseardswto our employees. On March 1, 2010, we grasgppdoximately 0.3 million service
options and 0.7 million exit options with an exsecprice of $13.46 per share under the Omnibus Plenoptions have a ten year life. The
service options vest in four equal annual instatitesecommencing on the first anniversary of thengdate. The exit options vest as follows:

Amount Vested Conditions to Vesting

25% of exit options shall vest and become (i) the fair market value of Company common stoxgeds

exercisable i $20.00*

An additional 25% of exit options shall vest anddiae exercisable if (i) the fair market value of Company common stoxkezds
$25.00*

An additional 25% of exit options shall vest anddiae exercisable if (i) the fair market value of Company common stoxkezds
$30.00*

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

* Additional conditions to vesting: (ii) the priad the Company’s common stock on the last tradiayg af a 90 consecutive trading day
period must be greater than or equal to 85% ofER®%25.00, $30.00 or $35.00, respectively; angtfie option holder is a director,
officer, employee, consultant or agent of the Comypar any of its subsidiaries on the date on whiiehconditions set forth in (i) and
(i) above are satisfiec
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

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

Our stock-based compensation expense includes sapassociated with KAR Auction Services, Inc. iserand exit option awards,
KAR LLC operating unit awards and Axle HoldingslLL.C (“LLC") operating unit awards. We have clagsif the KAR LLC and LLC
operating units as liability awards. We have cladithe KAR Auction Services, Inc. service andt@xitions as equity awards. The main
difference between a liability-classified award amdequity-classified award is that liability-cldéEsl awards are remeasured each reporting
period at fair value.

The compensation cost that was charged againshiedor all stock-based compensation plans was®ilibn and $7.2 million for the
three and six months ended June 30, 2010, resphgtand the total income tax benefit recognizethinConsolidated Statement of Income
for options was approximately $1.6 million and $81lion for the three and six months ended June2BQ0, respectively. The compensation
cost that was charged against income for all stiaded compensation plans was $0.5 million and i@li@n for the three and six months
ended June 30, 2009, respectively, and the tatahiie tax benefit recognized in the Consolidatete8tant of Income for options was
approximately $0.1 million and $0.3 million for thieree and six months ended June 30, 2009, regphctiVe did not capitalize any stock-
based compensation cost in the six months endedl3mr2010 or 2009.

KAR Auction Services, Inc. Employee Stock Purchd&an

Our board of directors and stockholders adoptedthi@ Auction Services, Inc. Employee Stock Purchean (“ESPP”) in December
2009 and the ESPP was implemented in the seconmteqo2010. A maximum of 1,000,000 shares ofaammon stock have been reserved
for issuance under the ESPP and at June 30, 281138 shares remain available for purchase uheéeEEPP. The ESPP provides for one
month offering periods with a 15% discount from taie market value of a share on the date of pusehA participant’s combined payroll
deductions and cash payments in the ESPP may oceeé$25,000 per year.

Note 5—Net Income Per Share
The following table sets forth the computation ef mcome per shaiéen millions except per share amounts) :

Three Months Ended Six Months Ended
June 30, June 30,

2010 2009 2010 2009
Net income $ 28.€ $ 12.¢ $ 36.7 $ 9.3
Weighted average common shares outstan 134.¢ 106.¢ 134.€ 106.¢
Effect of dilutive stock option i3 — 14 —
Weighted average common shares outstanding andt@teommon share 136.] 106.¢ 136.( 106.¢
Net income per shar~ basic and dilute $ 0.21 $ 0.17 $ 0.27 $ 0.0¢
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Basic net income per share was calculated by digidiet income by the weightederage number of outstanding common shares f
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 empl@mmpaensation program. The effect of stock optiona&rnincome per share-diluted is
determined through the application of the treastiogk method, whereby proceeds received by the @oynpased on assumed exercises are
hypothetically used to repurchase our common sabtke average market price during the period.KSoptions that would have an anti-
dilutive effect on net income per share are exaudem the calculations. Approximately 0.6 millioptions were excluded from the
calculation of diluted net income per share forttivee and six months ended June 30, 2010. Totangpoutstanding at June 30, 2010 and
2009 were 10.0 million and 9.2 million.

Note 6—Finance Receivables and Obligations Collatelized by Finance Receivables

AFC sells the majority of its U.S. dollar denomie@finance receivables on a revolving basis andowitrecourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsigiary (“AFC Funding Corporation”), establishext the purpose of purchasing AFC’s
finance receivables. A securitization agreemewia|for the revolving sale by AFC Funding Corparatio a bank conduit facility in
undivided interests in certain eligible financeaigables subject to committed liquidity. The agreatrexpires on April 20, 2012. AFC
Funding Corporation had committed liquidity of $4®@lion for U.S. finance receivables at June 301Q

We completed an agreement for the securitizatiohutdbmotive Finance Canada, Inc.’s (“AFCI”) receiles in February 2010. This
securitization facility provides up to C$75 milliamfinancing for eligible finance receivables. Tihdial funding for securitization of
Canadian finance receivables resulted in net posce&$56.6 million and the recording of the redatbligations. The agreement expires on
April 20, 2012.

Accounting Standards Update 2009-16 amended ASCTB6&0Osfers and Servicing , and we adopted the new guidance on January 1,
2010. The new guidance specifies that the finaaceivable transactions on or subsequent to Jadu&§10 under our revolving sale
agreement be included in our balance sheet. Thigtesl in an increase in assets and related oldigain 2010. Obligations collateralized by
finance receivables were $473.4 million at June2BA0. In addition, the new guidance eliminatedisézation income accounting and
resulted in the recording of fee and interest ine@nd interest expense for the finance receivadhsactions under the revolving sale
agreement. The elimination of securitization incaeounting resulted in a reduction of pre-tax meaf approximately $2.8 million in the
first quarter of 2010.

The following illustration presents quantitativédrmation about delinquencies, credit losses lessveries (“net credit losses”) and
components of securitized financial assets and otieted assets managed. For purposes of thisrdtion, delinquent receivables are defi
as receivables 31 days or more past due.

June 30, 2010 Net Credit Losse:!
Principal Amount of: Net Credit Losses
. Three Months Endec Six Months Endec
Receivable

(in millions) Receivable Delinquent June 30, 2010 June 30, 2010
Floorplan receivable $ 685.¢ $ 1.7 $ 1.8 $ 4.5

Special purpose loal 9.C 2.8 — —
Total receivables manag $ 694.€ $ 4.€ $ 1.8 $ 4.5

12
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

December 31, 2009 Net Credit Losse:!
Principal Amount of:

Net Credit Losses

. Three Months Endec Six Months Endec
Receivable

(in millions) Receivable Delinguent June 30, 2009 June 30, 2009
Floorplan receivable $ 145.¢ $ 1.€ $ 0.8 $ 1.C
Special purpose loal 10.2 3.4 — —
Finance receivables he $ 156.2 $ 5.C $ 0.8 $ 1.C
Receivables sol 367.C
Retained interests in finance receivables 89.¢
Total receivables manag $ 613.(

The net credit losses for receivables sold appratech$6.3 million and $18.1 million for the threeasix months ended June 30, 2009.

At June 30, 2010, AFC managed total finance retddsaof $694.6 million. At December 31, 2009, AF@naged total finance
receivables of $613.0 million, of which $519.1 moill had been sold without recourse to AFC Fundingp@ration. Undivided interests in
finance receivables were sold by AFC Funding Cation to the bank conduit facility with recourseéaling $367.0 million at December 31,
2009. Finance receivables include $24.6 milliorssifeed as held for sale, which are recorded athowi cost or fair value, and $131.6 milli
classified as held for investment at December 8092Finance receivables classified as held foesiment include $25.7 million related to
receivables that were sold to the bank conduitifathat were repurchased by AFC at fair value whigey became ineligible under the terms
of the collateral agreement with the bank condagility at December 31, 2009. The face amount e$¢treceivables was $27.5 million at
December 31, 2009.

AFC’s allowance for losses of $10.5 million and®illion at June 30, 2010 and December 31, 200Ridtes an estimate of losses for
finance receivables held for investment as welraallowance for any further deterioration in thafice receivables after they are
repurchased from the bank conduit facility. Addigdly, accrued liabilities of $2.4 million for thestimated losses for loans sold by the sp
purpose subsidiary were recorded at December 3B.Zthese loans were sold to a bank conduit fgailith recourse to the special purpose
subsidiary and came back on the balance shee¢ aibcial purpose subsidiary at fair market valbemthey became ineligible under the
terms of the collateral arrangement with the baotdait facility.

As of December 31, 2009, the outstanding receisadiddd, the retained interests in finance receesbbld and a cash reserve of 1 or 3
percent of total sold receivables serve as secimitihe receivables that have been sold to th& banduit facility. As of June 30, 2010,
$685.0 million of finance receivables and a casiemee of 1 or 3 percent of finance receivablesrizrd serve as security for the $473.4
million of obligations collateralized by financecedvables. The amount of the cash reserve dependisaumstances which are set forth in
securitization agreements. After the occurrenca efrmination event, as defined in the U.S. sdratibn agreement, the bank conduit faci
may, and could, cause the stock of AFC Funding @uaition to be transferred to the bank conduit figgithough as a practical matter the
bank conduit facility would look to the liquidatiaf the receivables under the transaction docunetkeir primary remedy.

Proceeds from the revolving sale of receivablabédbank conduit facility are used to fund new kemcustomers. AFC, AFC Funding
Corporation and AFCI must maintain certain finahc@enants including, among others, limits onah®unt of debt AFC and AFCI can
incur, minimum levels of tangible net worth, and
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other covenants tied to the performance of thenfieaeceivables portfolio. The securitization agreets also incorporate the financial
covenants of our credit facility. At June 30, 20l@, were in compliance with the covenants in thmiggzation agreements.

The following table summarizes certain cash floaceived from and paid to the special purpose siggd (in millions):

Six Months Ended

June 30,
2010 2009
Proceeds from sales of finance receiva N/A $1,440.:
Servicing fees receive N/A  $ 48
Proceeds received on retained interests in fineemavables sol $89.€ $ 35.¢

Our retained interests in finance receivables sotdyuding a nominal interest only strip, amounte&89.8 million at December 31,
2009. Sensitivities associated with our retaingerasts were insignificant at all periods preseniigel to the short-term nature of the asset.

Note 7—Long-Term Debt
Long-term debt consisted of the followifig millions) :

December
June 30, 31,

Interest Rate Maturity 2010 2009
Term Loan B LIBOR + 2.75% October 19, 201 $1,219.¢ $1,247.¢

$250 million revolving credit facilit LIBOR + 2.75% April 19, 2013 — —
Floating rate senior nott LIBOR + 4.00% May 01, 201¢ 150.( 150.C
Senior note! 8.75% May 01, 2014 450.( 450.(
Senior subordinated not 10% May 01, 201t 199.4 425.(

Canadian line of cred CAD Prime + 1.5% — —
Total debt 2,019.C 2,272.
Less current portion of lo-term deb — 225.¢
Long-term debt $2,019.( $2,047.:

Credit Facilities

In 2007, we entered into senior secured creditifies, comprised of a $300.0 million revolving drefacility and a $1,565.0 million
term loan (Term Loan B in the table above). Thehesr was entered into for working capital and gaheorporate purposes. In 2009, we
entered into an amendment to the Credit Agreenfenpart of the amendment, available borrowings utitke revolving credit facility were
reduced to $250 million and the revolving creddility and Term Loan B interest rate were increasgetdlBOR plus a margin of 2.75% from
LIBOR plus a margin of 2.25%. There were no borraysi under the revolving credit facility at June 2010 or December 31, 2009, althot
we had related outstanding letters of credit inabgregate amount of $32.7 million and $31.7 mill& June 30, 2010 and December 31,
2009, respectively, which reduce the amount avil&dy borrowings under our credit facility.

As part of the amendment to the Credit Agreemeatprepaid $250 million of the term loan in the thuyuarter of 2009 using procee
from the initial public offering as well as cash laand. In addition, in accordance with terms of@nedit Agreement, 50% of the net proce
from the initial sale of AFC’s Canadian receivables
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as discussed in Note 6, were used to repay $28i8mof the Company’s term loan in February 20T8e prepayments were credited to
prepay in direct order of maturity the unpaid ameutue on the next eight scheduled quarterly iimséadts of the term loan, and thereafter to
the remaining scheduled quarterly installmentsefterm loan on a pro rata basis. As such, there@further scheduled quarterly
installments due on the term loan and the remaibaignce is due at maturity (October 19, 2013hédfe is any excess cash flow, as defined
in the loan documents for our senior secured cfedility, we are required to prepay the term lgdman amount equal to 50% of the excess
cash flow on or before the 10%lay following the end of the fiscal year. There &ao excess cash flow payments, as defined, dubdorea
ended December 31, 2009.

The senior secured credit facilities are guaranbgedAR Auction Services and each of our direct ardirect present and future
material domestic subsidiaries, subject to cegareptions (excluding among others, AFC Fundingp@ration). The senior secured credit
facilities are secured by a perfected first priosiecurity interest in, and mortgages on, all preaed future tangible and intangible assets of
the Company and the guarantors, and our capitelk stod that of each of our direct and indirect matelomestic subsidiaries and 65% of the
capital stock of certain foreign subsidiaries.

The terms of the Credit Agreement include a 0.5%mitment fee based on unutilized amounts, letteredit fees and agency fees.
The Credit Agreement also includes covenants #mbong other things, limit or restrict us and olrsdiaries’ abilities to dispose of assets,
incur additional indebtedness, incur guaranteggahitins, prepay other indebtedness, including ¢nés notes, pay dividends, create liens,
make equity or debt investments, make acquisitionglify the terms of the indenture, engage in margaake capital expenditures and
engage in certain transactions with affiliatesadidition, the senior secured credit facilities swbject to a senior secured leverage ratio test,
provided there are revolving loans outstanding.rélrgere no revolving loans outstanding at June8@0. We were in compliance with the
covenants in the credit facility at June 30, 2010.

Senior Notes

In 2007, we issued $450.0 million of 8.75% seniates and $150.0 million of floating rate senioresboth of which are due May 1,
2014. In addition, we issued $425.0 million of 18&tior subordinated notes due May 1, 2015. In attrorewith our initial public offering,
we conducted a cash tender offer for certain ohittes described above. The tender offer was olscsibbed and as such, in accordance with
the identified priority levels, only a portion dfe 10% senior subordinated notes were acceptgaddpayment. In January 2010, we prepaid
$225.6 million principal amount of the 10% seniobsrdinated notes with proceeds received fromrifigl public offering and the
underwriters option to purchase additional sharas amount was included in “Current maturitiedasfg-term debt” on the consolidated
balance sheet at December 31, 2009. We incurresseoh the extinguishment of the notes of $25.8aniln the first quarter of 2010.

Fair Value of Debt

As of June 30, 2010, the estimated fair value oflongterm debt amounted to $1,951.5 million. The estawaif fair value are based
the market prices for our publicly-traded debt B3ume 30, 2010. The estimates presented on langfteancial instruments are not
necessarily indicative of the amounts that woulddaized in a current market exchange.
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Note 8— Derivatives

We are exposed to interest rate risk on our vagiedtie borrowings. Accordingly, interest rate fuations affect the amount of interest
expense we are obligated to pay. Our July 200Tasteate swap agreement with a notional amou$#8660 million matured on June 30, 20
In May 2009, we entered into an interest rate sagrpement with a notional amount of $650 milliomtanage our exposure to interest rate
movements on our variable rate Term Loan B creditlify. The interest rate swap agreement had factefe date of June 30, 2009, matures
on June 30, 2012 and effectively results in a fikEBIOR interest rate of 2.19% on $650 million oétfierm Loan B credit facility. We are
exposed to credit loss in the event of non-perforeeeby the counterparty; however, non-performagaet anticipated.

In May 2009, we also purchased an interest ratdarapl.3 million with a notional amount of $250Ihein to manage our exposure to
interest rate movements on our variable rate TesanlB credit facility when onaonth LIBOR exceeds 2.5%. The interest rate caiaeltc
a portion of the variable rate debt that is notered by our interest rate swap agreement. Theesitesite cap agreement had an effective date
of June 30, 2009 and matures on June 30, 201lufdmortized portion of the $1.3 million investmentecorded in “Other current assets”
on the consolidated balance sheet and is beingtawiover the remaining life of the interest red to interest expense. We are exposed to
credit loss in the event of non-performance bycienterparty; however, non-performance is not grted.

ASC 815 requires companies to recognize all devigahstruments as either assets or liabilitieimtvalue in the balance sheet. In
accordance with ASC 815, we have designated oerdst rate derivatives as cash flow hedges. Thedhies of the interest rate derivatives
are based on quoted market prices for similarunsénts from a commercial bank and represent thmatstd amounts we would receive or
pay to terminate the agreements at the reportitey d&ae following table presents the fair valueof interest rate derivatives included in the
consolidated balance sheet for the periods predéintemillions):

Asset Derivatives Liability Derivatives
June 30, 2010 December 31, 2009 June 30, 2010 December 31, 2009
Balance Balance Balance Balance
Derivatives Designated as Hedging Sheet  Fair Sheet Fair Sheet Fair Sheet Fair
Instruments Under ASC 815 Location Value Location Value Location Value Location Value
$650 million notional interest rate swap Other $ —  Othel $— Othel $17.¢ Othel $8.7
assets asset accrue accruel
expense expense
$250 million notional interest rate cap Other $ — Othel $ 0.6  Othel $— Othel $ —
curren asset accruel accrue
expense expense

assets
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The earnings impact of the interest rate derivatiesignated as cash flow hedges are recordedtiypoacognition of the interest
related to the hedged debt. Any ineffectivenegbhénhedging relationships is recognized in cureamhings. There was no significant
ineffectiveness in the first six months of 201@®6609. Unrealized gains or losses on the interéstderivatives are included as a component
of “Accumulated other comprehensive income.” Atd®9, 2010, there was a net unrealized loss tgt&liri.5 million, net of tax benefits of

$7.0 million. At December 31, 2009, there was aumeealized loss totaling $5.7 million, net of tzenefits of $3.5 million. The following
table presents the effect of the interest ratevdBvies on our statement of equity and consolidatattments of income for the periods

presented {n millions):

Derivatives in ASC 815
Cash Flow Hedging Relationships

$800 million notional interest rate sw
$650 million notional interest rate sw
$250 million notional interest rate c

Derivatives in ASC 815
Cash Flow Hedging Relationships

$800 million notional interest rate sw
$650 million notional interest rate sw
$250 million notional interest rate ¢

Note 9—Comprehensive Income

Amount of Gain /
(Loss) Recognized in
OCl on Derivative
(Effective Portion)

Three Months Ended

June 30,
2010 2009
N/A $ 8.2
($ 3.9 ($ 3.7
$ 01 $ —

Amount of Gain /
(Loss) Recognized in
OCI on Derivative
(Effective Portion)
Six Months Ended

June 30,
2010 2009
N/A $ 16.c
($ 9.2 ($ 3.7
($ 0.2) $ —

The components of comprehensive income are assl{on millions):

Net income

Other comprehensive income (loss), net of
Foreign currency translation gain (lo:
Unrealized gain (loss) on interest rate deriviat

Comprehensive incorr
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Location of Gain /
(Loss)
Reclassified from
Accumulated OCI into
Income
(Effective Portion)

Amount of Gain /
(Loss) Reclassified
from Accumulated
OCl into Income
(Effective Portion)
Three Months

Interest expens
Interest expens
N/A

Location of Gain /
(Loss)
Reclassified from
Accumulated OCI into
Income
(Effective Portion)

Ended

June 30,
2010 2009
N/A ($ 8.9
$ 3.2 $ —
$ — $ —

Amount of Gain /
(Loss) Reclassified
from Accumulated
OCIl into Income
(Effective Portion)
Six Months Ended

Interest expens
Interest expens
N/A

Three Months Ended

June 30,
2010 2009
N/A ($ 16.7)
$ 6.3 $ —
$ — $ —

Six Months Ended

June 30, June 30,
2010 2009 2010 2009
$ 28.¢ $ 12.¢ $ 36.7 $ 93
(11.9) 17.€ 4.9 10.2
(2.4) 2.8 (5.6 8.C
$ 14.¢ $ 33. $ 26.C $ 27.5
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The composition of “Accumulated other comprehengimeme” at June 30, 2010, net of related tax ¢ffezpnsisted of the net
unrealized loss on the interest rate derivativesldf5 million, a $0.3 million unrealized gain oosp-retirement benefit obligation and a
foreign currency translation gain of $19.9 millidthe composition of “Accumulated other compreheasincome” at December 31, 2009, net
of related tax effects, consisted of the net utredlloss on the interest rate derivatives of $8illion, a $0.3 million unrealized gain on post-
retirement benefit obligation and a foreign curretranslation gain of $24.8 million.

Note 10—Fair Value Measurements

We apply ASC 820Fair 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 @ fwetransfer a liability in the principal or mastivantageous market for the asset or liability
in an orderly transaction between market partidipah the measurement date. The standard establidla@ value hierarchy, which prioritiz
the inputs used in measuring fair value into thmemad levels:

» Level }—Quoted prices in active markets for identical assetiabilities.

» Level 2—Inputs, other than the quoted prices iivaanarkets, that are observable either directlyndirectly. Level 2 inputs
include quoted prices for similar assets or ligie#i in active markets; quoted prices in markeds #dne not active; or other inputs
that are observable or can be derived principatiynfor corroborated by observable market datadbstntially the full term of
the assets or liabilities, such as models or otakration methodologie:

» Level 3—Unobservable inputs that are based on sauraptions are supported by little or no markevigtand are significant to
the fair value of the assets or liabilities. Unatvable inputs reflect our own assumptions aboumimptions that market
participants would use in pricing the asset oriligh Level 3 assets and liabilities include ingtrents for which the determination
of fair value requires significant management judghor estimatior

The following tables summarize our financial asseid liabilities measured at fair value on a reogrbasis in accordance with ASC
820 (inmillions):

Quoted Prices ir Significant
Other Significant
Active Markets Observable Unobservable
for Identical
June 30, Assets Inputs Inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Liabilities:
Interest rate swa $ 17.¢ $ — $ 17.¢ $ —
Quoted Prices ir Significant
Other Significant
December 31 Active Ma_rkets Observable Unobservable
for Identical
Assets Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Assets:
Retained interes $ 89.¢ $ — $ — $ 89.¢
Interest rate ca 0.€ — 0.€ —
Liabilities:
Interest rate swa $ 8.7 $ — $ 8.7 $ —
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Retained Interest —The fair value of the retained interests in firmneceivables sold prior to January 1, 2010 wasdapon our
estimates of future cash flows, using assumptibasrharket participants would use to value sucksitments, including estimates of
anticipated credit losses over the life of thefficereceivables sold. The cash flows were discadumag a market discount rate. The
recorded fair value, however, required significaidnagement judgment or estimation and may not satgshave represented what we
would have received in an actual sale of the redsas.

Interest Rate Svap —Under the interest rate swap agreement, we piyed EIBOR rate on a notional amount and receivarable
LIBOR rate which effectively hedges a portion of fherm Loan B credit facility. The fair value oftimterest rate swap is based on quoted
market prices for similar instruments from a comerarbank.

Interest Rate Cap —Under the interest rate cap agreement, we wittivecinterest on a notional amount when one-mohBOR
exceeds 2.5%. This agreement effectively hedgesteop of the Term Loan B credit facility. The faialue of the interest rate cap is based on
guoted market prices for similar instruments froecoaamercial bank.

Note 11—Segment Information

ASC 280,Segment Reporting, requires reporting of segment information thatdesistent with the manner in which the chief opacat
decision maker operates and views the Company.aVe three reportable business segments: ADESA éngtiAAl and AFC. These
reportable segments offer different services arch@anaged separately based on the fundamentaieditfes in their operations.

The holding company is maintained separately frioenthree reportable segments and includes expassesiated with the corporate
office, such as salaries, benefits, and travelsciostthe corporate management team, certain huesamurces, information technology and
accounting costs, and incremental insurance, trgagal and risk management costs. Holding comaterest expense includes the inte
expense incurred on the corporate debt structoterdompany charges relate primarily to interesinéercompany debt or receivables and
certain information technology costs allocatedhmy tholding company.
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Financial information regarding our reportable segta is set forth below for the three months erdagt 30, 2010 n millions) :

ADESA Holding
Auctions 1AAI AFC Company Consolidatec
Operating revenue $ 280.1 $ 157.2 $ 32.€ $ — $  470.(
Operating expenst
Cost of services (exclusive of depreciation and réization) 152.¢ 91.¢ 7.1 — 251.7
Selling, general and administrati 54.C 20.C 4.7 12.1 90.¢
Depreciation and amortizatic 20.€ 14.€ 6.2 0.1 41.¢
Total operating expens 227.1 126.4 18.C 12.2 384.:
Operating profit (loss 52.4 30.€ 14.¢ (12.2) 85.7
Interest expens 0.3 0.6 1.6 33.2 35.€
Other (income) expense, r (0.2 (0.2 — 1.7 1.3
Intercompany expense (incorn 10.5 9.6 (3.3 (16.8) —
Income (loss) before income tax 41.¢ 20.¢ 16.1 (30.9) 48.5
Income taxe: 15.2 7.9 6.2 (9.9) 19.€
Net income (loss $ 26.€ $ 13.C $ 9¢ ($ 20.9) $ 28.€
Assets $2,264.( $1,195. $1,117.° $ 76.7 $ 4,653,

Financial information regarding our reportable segta is set forth below for the three months enlilgtk 30, 200€n millions) :

ADESA Holding
Auctions 1AAl AFC Company Consolidatec
Operating revenue $ 279.F $ 139.( $ 20.€ $ — $ 439.1
Operating expenst
Cost of services (exclusive of depreciation and réizadion) 153.( 86.5 7.3 — 246.¢
Selling, general and administrati 52.: 15.7 2.8 16.2 87.1
Depreciation and amortizatic 21.k 14.t 6.1 0.2 42.2
Total operating expens 226.¢ 116.5 16.2 16.5 376.(
Operating profit (loss 52.7 22.k 4.4 (16.5) 63.1
Interest expens 0.2 0.3 — 46.4 46.¢
Other (income) expense, r (1.2 (2.0 1.2 (5.2 (6.2
Intercompany expense (incorn 9.7 10.€ (2.0 (18.3) —
Income (loss) before income tax 44 .(C 12.€ 5.2 (39.9 22.4
Income taxe: 17.2 5.1 1.€ (14.9) 9.€
Net income (loss $ 26.€ $ 75 $ 3.€ ($ 25.)) $ 12.¢
Assets $2,195.¢ $1,150.¢ $637.1 $ 255.7 $ 4,239.
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Cost of services (exclusive of depreciation and réization)
Selling, general and administrati

Depreciation and amortizatic
Total operating expens
Operating profit (loss

Interest expens
Other income, ne

Loss on extinguishment of de
Intercompany expense (incorn

Income (loss) before income tax

Income taxe:
Net income (loss

Financial information regarding our reportable segta is set forth below for the six months endew X0, 2009in millions) :

Operating revenue
Operating expenst

Cost of services (exclusive of depreciation and réizadion)
Selling, general and administrati

Depreciation and amortizatic
Total operating expens
Operating profit (loss
Interest expense (incom
Other (income) expense, r
Intercompany expense (incorr

Income (loss) before income tax

Income taxe:
Net income (loss

21

ADESA Holding
Auctions 1AAl AFC Company Consolidatec
$553.7 $316.1 $58.€ $ — $ 928.
308.¢ 185.: 13.€ — 507.7
105.¢ 40.€ 8.t 30.€ 185.¢
43.C 29.4 12.4 0.3 85.1
457 ¢ 255.% 34.F 31.2 778.¢
96.1 60.¢ 24.1 (31.2) 149.¢
0.t 1.1 3.2 66.C 70.¢
(0.2) (0.€) — (0.8) (1.€)
— — — 25.¢ 25.%
21.2 19.1 (5.5) (35.0) —
74.4 41.2 26.4 (86.7) 55.:
25.( 16.4 10.7 (33.5) 18.€
$ 49.¢ $ 24.¢ $15.7 ($532 $ 36.7

ADESA Holding
Auctions 1AAl AFC Company Consolidatec
$567.¢ $277.( $36.¢ $ — $ 881.¢
322.( 178.1 15.4 — 515.t
105.( 30.7 5.t 31.7 172.¢
45.¢ 29.€ 12.Z 0.€ 88.%
472.¢ 238.¢ 33.2 32.5 776.7
95.C 38.€ 3.€ (32.9 104.€
0.2 0.€ — 92.€ 93.t
(1.6) (0.9 1.2 (3.0 (4.5)
18.( 20.¢ (3.6) (35.1) —
78.F 18.C 6.2 (86.€) 15.¢
31.C 7.4 2.C (33.9) 6.€
$ 47.F $ 10.€ $ 4.2 ($53.0 $ 9.2
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Note 12—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
employment matters and dealer disputes. Manageronestders the likelihood of loss or the incurrenta liability, as well as the ability to
reasonably estimate the amount of loss, in deténgpiloss contingencies. We accrue an estimatecclmssngency when it is probable that a
liability has been incurred and the amount of kmsgange of possible losses) can be reasonabiyatsd. Management regularly evaluates
current information available to determine whetherrual amounts should be adjusted. Accruals fotimgencies including litigation and
environmental matters are included in “Other acdrergpenses” at undiscounted amounts and exclughascfar recoveries from insurance or
other third parties. These accruals are adjustadgieally as assessment and remediation effodgness, or as additional technical or legal
information becomes available. If the amount ohatual loss is greater than the amount accruesicthild have an adverse impact on our
operating results in that period. Legal fees apeasged as incurred.

We have accrued, as appropriate, for environmeataédiation costs anticipated to be incurred agaaeof our auction facilities.
Liabilities for environmental matters included i@ther accrued expenses” were $1.0 million and #fillion at June 30, 2010 and
December 31, 2009. No amounts have been accruedeisables for potential reimbursement or rec@geto offset this liability.

We store a significant number of vehicles ownedidryous customers that are consigned to us to téoaed. We are contingently
liable for each consigned vehicle until the evehsiade or other disposition, subject to certairuratdisaster exceptions. Individual stop loss
and aggregate insurance coverage is maintaineldeoronsigned vehicles. These consigned vehiclesatiacluded in the consolidated
balance sheets.

In the normal course of business, we also entendatious other guarantees and indemnities in @ationships with suppliers, service
providers, customers and others. These guaraneds@demnifications do not materially impact ourdncial condition or results of
operations, but indemnifications associated withamtions generally have no dollar limitations a&odrently cannot be quantified.

As noted above, we are involved in litigation afgpdtes arising in the ordinary course of businggsh as actions related to injuries;
property damage; handling, storage or disposaébfales; environmental laws and regulations; ahémlitigation incidental to the business
such as employment matters and dealer disputeh.|Bigation is generally not, in the opinion of megement, likely to have a material
adverse effect on our financial condition, resofteperations or cash flows. Legal and regulatoncpedings which could be material are
discussed below.

IAAI —Lower Duwamish Waterway

On March 25, 2008, the United States Environmdnitatection Agency, or EPA, issued a General Naifdeotential Liability pursuant
to Section 107(a), and a Request for Informatiorspant to Section 104(e) of the Comprehensive Bnuiental Response, Compensation,
and Liability Act, or “CERCLA" to IAAI for a Supetind site known as the Lower Duwamish Waterway SuperSite in Seattle,
Washington, or “LDW.” At this time, the EPA has rdemanded that IAAl pay any funds or take any actipart from responding to the
Section 104(e) Information Request. The EPA hassadvAAl that, to date, it has sent out approxiehab0 general notice letters to other
parties, and has sent Section 104(e) Requestsrmtimen 250 other parties. A remedial investigatias been conducted for this site by some
of the potentially responsible parties, who have
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also commenced a feasibility study pursuant to CERTAAI is aware that certain authorities plantdng Natural Resource Damage claims
against potentially responsible parties. In additihe Washington State Department of Ecology Fmofogy” is working with the EPA in
relation to LDW, primarily to investigate and adsesources of potential contamination contribut;mmgDW. IAAI and the owner and
predecessor at their Tukwila location, which isaadpt to the LDW, are currently in discussion vittology concerning possible source
control obligations, including an investigationtbé water and soils entering the stormwater syséenanalysis of the source of any
contamination identified within the system and jgllssrepairs and upgrades to the stormwater captuddiltration system. In 2010, 1AAI
began implementing a stormwater sampling plan topip with Ecology source control requirements.

Note 13—Supplemental Guarantor Information

Our obligations related to our term loan, revolvargdit facility, 10% senior subordinated notes$/8 % senior notes and floating rate
senior notes are guaranteed on a full, unconditigmat and several basis by certain direct ardirgct present and future domestic
subsidiaries (the “Guarantor Subsidiaries”). AFQi¢ang Corporation and all of our foreign subsidiarare not guarantors (the “Non-
Guarantor Subsidiaries”). The following financiafarmation sets forth, on a condensed consoliddiasis, the balance sheets, statements of
income and statements of cash flows for the peiiingdisated for KAR Auction Services, the GuararBabsidiaries, the Non-Guarantor
Subsidiaries and the eliminations to arrive at KAtion Services on a consolidated basis.

The condensed consolidating financial statemertpravided as an alternative to filing separatarfgial statements of the Guarantor
Subsidiaries. The condensed consolidating finarstéEements should be read in conjunction withcomsolidated financial statements and
notes thereto.
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Condensed Consolidating Statement of Income
For the Three Months Ended June 30, 2010

(In millions)
(Unaudited)
Guarantor
Parent Subsidiaries
Operating revenue $ — $ 352.5
Operating expenst
Cost of services (exclusive of depreciation and
amortization) — 209.¢
Selling, general and administrati (2.7 81.F
Depreciation and amortizatic — 36.C
Total operating expens (2.7) 326.7
Operating profit (loss 2.7 26.C
Interest expens 18.4 14.5
Other (income) expense, r — 1.€
Intercompany expense (incorn — (4.9
Income (loss) before income tax (15.9) 15.C
Income taxe: (7.0 9.5

Net income (loss

$ 8.7 $ 5E

Non-
Guarantor
Subsidiaries

$ 117:

425
12.

5.8

60.

57.C

3.2

0.9)

4.8

49.2

17.

$ 3Lt

Eliminations

and
Adjustments

Total

$ —

$470.C

251.7
90.¢
41.¢

384.%

85.7
35.¢
1.3

48.5
19.€

$ —

$ 28.€
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Statement of Income
For the Three Months Ended June 30, 2009

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

Operating revenue $ — $ 349.: $ 89.C¢ $ o $439.1
Operating expenst

Cost of services (exclusive of depreciation and

amortization) — 209.¢ 36.¢ — 246.¢

Selling, general and administrati 2.5 74.C 10.€ — 87.1

Depreciation and amortizatic — 36.€ 5.4 — 42.2
Total operating expens 2.5 320.7 52.¢ — 376.(
Operating profit (loss (2.5 28.t 37.1 — 63.1
Interest expens 29.2 16.€ 1.C — 46.¢
Other income, ne — (5.6) (0.6) — (6.2
Intercompany (income) expen — (4.9 4.4 — —
Income (loss) before income tax (31.9) 21.¢ 32.¢ — 22.4
Income taxe: (11.7) 10.z 11.1 — 9.€

Net income (loss ($20.0) $ 117 $ 21z $ = $ 12.¢
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Statement of Income
For the Six Months Ended June 30, 2010

(In millions)
(Unaudited)
Eliminations
Guarantor Non-Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Operating revenue $ — $ 709: $ 218.¢ $ o $928.4
Operating expenst
Cost of services (exclusive of depreciation and
amortization) — 424 .¢ 82.¢ — 507.7
Selling, general and administrati 0.5 160.¢ 24.t — 185.¢
Depreciation and amortizatic — 73.4 11.7 — 85.1
Total operating expens 0.5 659.1 119.( — 778.€
Operating profit (loss (0.5) 50.4 99.¢ — 149.¢
Interest expens 35.¢ 28.2 6.7 — 70.¢
Other income, ne — (1.0 (0.5) — (1.6)
Loss on extinguishment of de 25.2 — — — 25.2
Intercompany expense (incorn — (9.9) 9.1 — —
Income (loss) before income tax (61.7) 32.4 84.€ — 55.2
Income taxe! (22.9 10.7 30.2 — 18.€
Net income (loss ($39.9 $ 217 $ 54.4 $ — $ 36.7
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Statement of Income
For the Six Months Ended June 30, 2009

(In millions)
(Unaudited)
Guarantor Non-Guarantor
Parent Subsidiaries Subsidiaries
Operating revenue $ — $ 7207 $ 160.¢
Operating expenst
Cost of services (exclusive of depreciation and
amortization) — 442 72.¢
Selling, general and administrati 4.1 147.¢ 20.€
Depreciation and amortizatic — 77.4 10.€
Total operating expens 4.1 668.( 104.¢
Operating profit (loss 4.2 52.7 56.3
Interest expens 58.¢ 32.€ 2.1
Other income, ne — (3.5 (1.0
Intercompany expense (incorn — (6.7) 6.1
Income (loss) before income tax (62.9 29.7 49.1
Income taxe: (24.9 14.1 17.C
Net income (loss ($38.9 $ 15 $ 32.1
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Total

$

$881.¢

515.5
172.¢
88.%

776.

104.¢
93.t
(4.5

15.¢
6.€

$ 93
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Balance Sheet
As of June 30, 2010

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

Assets
Current asset:
Cash and cash equivalel $ — $ 255. $ 33.6 $ — $ 289.
Restricted cas — 3.€ 4.7 — 8.3
Trade receivables, net of allowant — 280.¢ 79.2 (13.7) 346.1
Finance receivables, net of allowan — 9.1 103.¢ — 112.¢
Finance receivables securitized, net of allowal — — 571.2 — 571.2
Deferred income tax asse¢ 1.€ 41.C — — 42.¢€
Other current asse 1.C 41.2 4.1 — 46.4

Total current asse 2.€ 631. 796.¢ (13.79) 1,416.¢
Other asset:
Investments in and advances to affiliates, 2,648.¢ 172.¢ 68.C (2,889.7) —
Goodwill — 1,524.! 3.8 — 1,528.:
Customer relationships, net of accumulated amdidiz: — 612.( 105.2 — 717.2
Other intangible assets, net of accumulated anatidiz — 254.¢ 9.2 — 263.¢
Unamortized debt issuance ca 48.% — — — 48.2
Other asset — 11.¢ 1.1 — 12.¢

Total other asse! 2,697.. 2,575." 187.: (2,889.7) 2,570.¢
Property and equipment, net of accumulated depregi — 531.( 135.: — 666.:
Total asset $2,699.¢ $ 3,738.: $ 1,119. ($2,903.9) $4,653.°
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Balance Sheet
As of June 30, 2010

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

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payabl $ — $ 376.C $ 46.C ($ 139 $ 408.:
Accrued employee benefits and compensation expt — 47.€ 3.8 — 51.4
Accrued interes 11.4 — 0.2 — 11.€
Other accrued expens 4.2 62.2 11.1 — 77.€
Income taxes payab — 1.8 1.3 — 3.1
Obligations collateralized by finance receivat — — 473. — 473.

Total current liabilities 15.€ 487. 535.¢ (23.7) 1,025.¢
Non-current liabilities
Investments by and advances from affiliates, 117.¢ — — (127.9) —
Long-term debr 1,197.t 793.( 28.t — 2,019.(
Deferred income tax liabilitie (5.4 304.( 25.C — 323.¢
Other liabilities 17.€ 86.C 5.8 — 109.7

Total nor-current liabilities 1,327.¢ 1,183.( 59.2 (117.9) 2,452.!
Commitments and contingenci — — — — —
Stockholder’ equity

Total stockholder equity 1,356.¢ 2,067.« 524.] (2,771.9 1,176.(
Total liabilities and stockholde’ equity $2,699.¢ $ 3,738.: $1,119.: ($2,903.9 $4,653.
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Balance Sheet
As of December 31, 2009

(In millions)
Eliminations
Guarantor Non-Guarantor and
Parent Subsidiaries Subsidiaries Adjustments
Assets
Current asset:
Cash and cash equivalel $ — $ 339.¢ $ 24.1 $ —
Restricted cas — 3.7 5.€ —
Trade receivables, net of allowant 0.2 215.2 42.F (7.€)
Finance receivables, net of allowan — 2.¢ 147.¢ —
Retained interests in finance receivables — — 89.¢ —
Deferred income tax asse¢ 1.4 35.¢ — —
Other current asse 0.2 37.4 3.3 —
Total current asse 1.8 635.( 312.7 (7.€)
Other asset:
Investments in and advances to affiliates, 2,895.! — 74.1 (2,969.9)
Goodwill — 1,524.: 3.8 —
Customer relationships, net of accumulated amdidiz: — 642.1 1112 —
Other intangible assets, net of accumulated anatidiz — 255.¢ 11.C —
Unamortized debt issuance ca 61.€ — — —
Other asset 0.€ 15.1 0.7 —
Total other asse! 2,957.: 2,437.: 200.¢ (2,969.7)
Property and equipment, net of accumulated deprewi — 541.¢ 141.¢ —
Total asset $2,959.: $ 3,614.. $ 654.¢ ($2,976.9

Total

$ 363.¢
9.3
250.2
150.2
89.¢
37.:
40.€
941 ¢
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
June 30, 2010 (Unaudited)

Condensed Consolidating Balance Sheet
As of December 31, 2009

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

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payabl $ — $ 247.: $ 231 $ 7.€) $ 262.7
Accrued employee benefits and compensation expt — 49.¢ 6.€ — 56.4
Accrued interes 14.¢ — — — 14.¢
Other accrued expens 6.2 67.4 6.€ — 80.2
Income taxes payab — 1.3 1.4 — 2.7
Current maturities of lor-term debr 225.¢ — — — 225.¢

Total current liabilities 246.¢ 365.7 37.7 (7.€) 642.
Non-current liabilities
Investments by and advances from affiliates, 72.€ 1243 — (197.9) —
Long-term debt 1,225.¢ 716.C 105.t — 2,047
Deferred income tax liabilitie (2.2 300.: 30.C — 328.2
Other liabilities 8.7 77.4 5.8 — 91.¢

Total nor-current liabilities 1,305.( 1,218.¢ 141.c (197.9) 2,467 .«
Commitments and contingenci — — — — —
Stockholder’ equity

Total stockholder equity 1,407.t 2,030.( 475.¢ (2,771.9 1,141t
Total liabilities and stockholde’ equity $2,959.! $ 3,614.: $ 654.¢ ($ 2,976.9) $4,251.°
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KAR Auction Services, Inc.

Notes to Consolidated Financial Statements—(Contired)

June

30, 2010 (Unaudited)

Condensed Consolidating Statement of Cash Flows

For the Six

Months Ended June 30, 2010

Net cash (used by) provided by operating activitie $

Investing activities

Net decrease (increase) in finance receivable
held for investmen

Acquisition of businesses, net of cash acqu

Purchases of property, equipment and compt
software

Proceeds from sale of property, equipment and
computer softwar

(Increase) decrease in restricted ¢

Net cash (used by) provided by investing activitie
Financing activities

Net increase (decrease) in book overdr

Net increase in obligations collateralized by

finance receivable

Payments on lor-term debt

Payment for early extinguishment of di

Payments on capital leas

Issuance of common stock under stock p

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

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

Cash and cash equivalents at end of pe $

(In millions)
(Unaudited)
Guarantor Non-Guarantor
Parent Subsidiaries Subsidiaries
270. ($ 729 $ 129.¢
— 3.7 (593.6)
— (2.€) —
— (21.9) (0.7)
— 1.8 —
— 0.1 0.¢
— (18.9) (593.9)
— 8.7 —
— — 4734
(28.9) — —
(243.6) — _
— (2.1) (0.2)
85 — —
(270.9 6.€ 473.:
— — (0.2)
— (84.0) 9.5
— 339.¢ 24.1
— $ 255 $ 33.€
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements—(Contired)
March 31, 2010 (Unaudited)

Condensed Consolidating Statement of Cash Flows
For the Six Months Ended June 30, 2009

(In millions)
(Unaudited)
Eliminations
Non-
Guarantor Guarantor and
Parent Subsidiaries Subsidiaries Adjustments Total
Net cash provided by operating activities $ 1.6 $ 135: $ 5.C $ o $141.¢
Investing activities
Net decrease (increase) in finance receivablesfoel
investmen — 7.8 (9.6) — (1.9
Acquisition of businesses, net of cash acqu — (3.9 — — (3.9
Purchases of property, equipment and computer
software — (25.7) 2.7 — (27.9)
Proceeds from sale of property, equipment and
computer softwar — 0.2 — — 0.2
(Increase) decrease in restricted ¢ = — 2.1 — 2.1
Net cash used by investing activitie — (21.7 (9.2 — (30.9)
Financing activities
Net increase (decrease) in book overdr — 1.8 (0.9 — 1.4
Net increase (decrease) in borrowings from lines ¢
credit — — (4.5) — (4.5
Payments for debt issuance cc (0.2 — — — (0.3
Payments on capital leas — (1.7 (0.3 — (1.9
Initial net investment for interest rate ¢ (1.3 — — — (1.3
Net cash provided by (used by) financing activitie (1.6) 0.7 (5.2 — (6.2)
Effect of exchange rate changes on ¢ = — 0.2 — 0.2
Net increase (decrease) in cash and cash equivakent — 114.¢ (9.2 — 105.%
Cash and cash equivalents at beginning of pe — 129.5 28.€ — 158.¢
Cash and cash equivalents at end of pe $— $ 244« $ 197 $ — $264.1
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995 and which are subject to certain riskernds 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,"plans,” “believes,” “seeks,” “estimates,” and $lian expressions identify forward-looking
statements. Such statements, including statemegadsding our future growth; anticipated cost sasjmgvenue increases and capital
expenditures; strategic initiatives, greenfieldd anquisitions; our competitive position; and oontinued investment in information
technology are not guarantees of future performamckare subject to risks and uncertainties thaldotause actual results to differ materi
from the results projected, expressed or impliethiege forward-looking statements. Factors thaldcoause or contribute to such differences
include, but are not limited to, those discusseliem 1A “Risk Factors” in our Annual Report on Fofl0K for the year ended December .
2009 and filed on February 25, 2010. Some of tifesers include:

« fluctuations in consumer demand for and in the Buppused, leased and salvage vehicles and thidtiresimpact on auction sal
volumes, conversion rates and loan transactionvesy

» trends in new and used vehicle sales and inceniivelsiding wholesale used vehicle pricii

» the ability of consumers to lease or finance thelpase of new and/or used vehicl

» the ability to recover or collect from delinquemtb@nkrupt customer:

» economic conditions including fuel prices, foregpchange rates and interest rate fluctuati

e trends in the vehicle remarketing indus!

» changes in the volume of vehicle production, ingigccapacity reductions at the major original equimt manufacturer:
« the introduction of new competitor

» laws, regulations and industry standards, includimgnges in regulations governing the sale of uséitles, the processing of
salvage vehicles and commercial lending activit

» changes in the market value of vehicles auctiometiyding changes in the actual cash value of ggweehicles

* competitive pricing pressure

» costs associated with the acquisition of businessé=chnologies

» litigation developments

e our ability to successfully implement our businsgategies or realize expected cost savings arehtevenhancemen
e our ability to develop and implement informatiors®ms responsive to customer ne:

» business development activities, including acgois# and integration of acquired busines

» the costs of environmental compliance and/or thgoisition of liabilities under environmental lawsdaregulations

* weather;

» general business conditior
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* our substantial amount of de

» restrictive covenants in our debt agreeme

e our assumption of the settlement risk for vehisielsl;

e any impairment to our goodwil

» our seltinsurance for certain risk

» any losses of key personn

» interruptions to service from our workforc

» changes to accounting standai

* proposed tax legislatiol

» our tax indemnification of ALLETE; an

» other risks described from time to time in oumfgs with the SEC
Many of these risk factors are outside of our agntind as such, they involve risks which are notently known that could cause

actual results to differ materially from those dissed or implied herein. The forward-looking stagats in this document are made as of the
date on which they are made and we do not undettalspdate our forward-looking statements.

Our future growth depends on a variety of factorsluding our ability to increase vehicle sold voles and loan transaction volumes,
acquire additional auctions, manage expansioncagtoand integrate acquisitions, control costauinoperations, introduce fee increases,
expand our product and service offerings includiigrmation systems development and retain our @ke officers and key employees.
Certain initiatives that management considers itgmbrto our long-term success include substandipital investment in e-business,
information technology, facility relocations andoaxsions, as well as operating initiatives designezhhance overall efficiencies, have
significant risks associated with their executiand could take several years to yield any direatetary benefits. Accordingly, we cannot
predict whether our growth strategy will be suctds$n addition, we cannot predict what portionaserall sales will be conducted through
online auctions or other redistribution methodghia future and what impact this may have on outiaad®dusiness.

Overview

We provide whole car and salvage auction servitdsorth America. Our business is divided into thregortable business segments,
each of which is an integral part of the vehicldis&ibution industry: ADESA Auctions, IAAl and AREC

 The ADESA Auctions segment consisted primarily &2awhole car auction network in North Americaate 30, 2010. Vehicles
at ADESA'’s auctions are typically sold by commekfieet operators, financial institutions, rentak companies, used vehicle
dealers and vehicle manufacturers and their cafite@ce companies to franchised and independemt wshicle dealers. ADESA
also provides value-added ancillary services inalgithspections, storage, transportation, recomwiitig and titling and other
administrative service:

» The IAAI segment consisted of salvage vehicle anstiand related services provided at 157 siteithN\merica at June 30,
2010. The salvage auctions facilitate the redistiitm of damaged or low value vehicles designatetbtal losses by insurance
companies and charity donation vehicles, as wealkagvered stolen (or theft) vehicles. The salaaggion business specializes in
providing services such as transportation, titlsejyage recovery and claims settlement adminigéraervices

» The AFC segment provides short-term, inventory-segtéinancing, known as floorplan financing, primhato independent used
vehicle dealers. At June 30, 2010, AFC conductesiness through 88 branches in North Amet
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The holding company is maintained separately frioenthree reportable segments and includes expassesiated with the corporate
office, such as salaries, benefits, and travelsclmstour management team, certain human resounfesnation technology and accounting
costs, and incremental insurance, treasury, leghliak management costs. Holding company intengsénse includes the interest expense
incurred on the corporate debt structure. Interamyharges relate primarily to interest on interpany debt or receivables and certain
information technology costs allocated by the hajdiompany.

Industry Trends
Whole Car

During the period from 1999 to 2009, despite flations in economic conditions, new vehicle sales“@hurn” (i.e., the rate of
ownership transfer of vehicles in the used vehigégket), used vehicles sold in North America thtoudnole car auctions per year have
remained within the relatively narrow range of apgimately 9 million to 10 million used vehicles pgrar. We estimate that the vehicle
population in the United States has increased 6815 million units in 1999 to in excess of 248lioil units in 2009 and therefore the used
vehicle market, and hence the used vehicle austiustry, have an even larger “inventory” of potahtransactions to draw from. A larger
vehicle population may partially offset any shtatm decreases in new vehicle sales, which weumehas resulted in vehicle auction volur
remaining fairly consistent over the last seveesrg. However, according to the National Auto AarctAssociation (“NAAA”), whole car
auction volume was down just over 8 percent forsiltenonths ended June 30, 2010 compared withaime period in 2009. If this trend
continues, we believe the number of used vehid&sthroughout the whole car auction industry wibp below 9 million units for the full
year 2010. We believe that, despite challenginglitimms in the overall economy and the automothaustry in 2008, 2009 and 2010 and
attendant fluctuations in new vehicle sales andifiali used vehicle auction volumes in North America ia tbreseeable future will be with
the range of approximately 8.5 million to 9.5 nailiused vehicles per year.

Salvage

During the period from 2006 through 2009, the Ndktherican salvage vehicle auction industry volutage increased. Vehicles
deemed a total loss by automobile insurance corapagepresent the largest category of vehiclesisdhie salvage vehicle auction industry.
As vehicles become more complex with additionalagrdements, such as airbags and electrical compribay are more costly to repair
following an accident and insurance companies aneetiikely to declare a damaged vehicle a totad.|d$ie percentage of claims resulting in
total losses steadily increased to over 14% in 20@Bremained near 14% at June 30, 2010. This,tedowlg with the historical level of miles
driven and vehicles per household, has contribtcegiowth in salvage vehicle volumes over the $asteral years. For the six months ended
June 30, 2010 as compared with the six months ehalegl 30, 2009, we believe the salvage industriiaueolumes were down slightly. To
the extent this trend continues, it could havenapaict on IAAI's results of operations.

Automotive Finance

In 2008 and 2009, the overall economy and in paeicthe automotive finance industries faced presswhich negatively affected the
used vehicle dealer base. In excess of 6,300 imdispe dealers went out of business during 2008808, almost a 15% reduction in the
independent dealer base. Used vehicle dealersierped a significant decline in sales which reslitea decrease in consumer auto loan
originations and an increased number of dealemutteéfg on their loans which increased credit Issse addition, the value of recovered
collateral on defaulted loans was impacted to sdeggee by the volatility in the vehicle pricing rkat. To the extent these negative trends
recur, they could have a material adverse impa@e@’s results of operations.

Despite the negative factors and trends impactiegatitomotive finance industry, AFC’s financialukés improved in the second half of
2009 and in the first half of 2010. AFC implemengedumber of strategic initiatives in 2008 andeaf09 designed to tighten credit
standards and reduce risk and exposure in its
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portfolio of finance receivables. These initiatives/e resulted in a substantial ongoing improverretite delinquency of the managed
portfolio which was over 99 percent current at J88e2010. In addition, AFC’s managed portfolidiaiince receivables grew approximately
45 percent from June 30, 2009 to $694.6 millioduate 30, 2010. The average value of a vehicleaamgdlan at AFC has increased over 15%
from June 30, 2009 to June 30, 2010.

General

In 2008 and 2009, significant changes occurretiéneconomy which impacted our business. A lackvailability of consumer credit
for retail used vehicle buyers, a decline in consuspending, a reduction in the number of franch&®d independent used vehicle dealers in
the United States, reduced miles driven and deesdascommodity prices such as steel and platinuimegatively impacted us. These factors
contributed to an over 2% decrease in revenuel§Adt Auction Services for the year ended December2BD9 compared with the year
ended December 31, 2008.

In addition, changes in the business environmaraditomotive manufacturers have resulted in a nurobiitiatives to reduce costs in
the auto industry. Chrysler LLC, or Chrysler, anein@ral Motors Corporation, or GM, have a longstagdelationship with ADESA and
regularly use our auctions to remarket their vasicChrysler and GM have publicly announced they #ire in the process of significantly
reducing the number of franchised dealerships.rédaced number of franchised dealerships may hawaact on our future financial
performance.

The availability of financing to franchised deakgps and consumers from the vehicle manufactucanstive finance companies and
their respective remarketing programs may also onfiee supply of vehicles to the wholesale aucinatustry in the future. A change in the
supply of used vehicles could impact the valuesgfduvehicles sold, conversion rates (calculateadeanumber of vehicles sold as a
percentage of the number of vehicles entered fe) sad ADESA's profitability on the sale of vetesl

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 klde for sale from selling customers, the avaligband quality of salvage vehicles,
holidays and the seasonality of the retail marketied vehicles, which affects the demand sideefiuction industry. Used vehicle auction
volumes tend to decline during prolonged periodwioter weather conditions. In addition, mild weatleonditions and decreases in traffic
volume can each lead to a decline in the availabpply of salvage vehicles because fewer trafftédents occur, resulting in fewer damaged
vehicles overall. As a result, revenues and opegagkpenses related to volume will fluctuate aciomyl¢t on a quarterly basis. The fourth
calendar quarter typically experiences lower ussgdacle auction volume as well as additional cossoaiated with the holidays and winter
weather.

Sources of Revenues and Expen:

Our revenue is derived from auction fees and rdlaggvices at our whole car and salvage auctidlities and dealer financing fees and
interest income at AFC. Although auction revenu@sarily include the auction services and relateest our related receivables and paye
include the gross value of the vehicles sold.

Prior to January 1, 2010, AFC'’s net revenue coediptimarily of securitization income and interastl fee income less provisions for
credit losses. Securitization income was primardynprised of the gain on sale of finance receivabtdd, but also included servicing inco
discount accretion, and any change in the fairesalithe retained interest in finance receivabtéd. Accounting Standards Update 2009-16
amended ASC 860ransfers and Servicing , and we adopted the new guidance on January D, 2&la result of adopting the guidance, our
consolidated statement of income no longer refleetsiritization income, but instead reports inteae@s fee income, provision for credit
losses and other income associated with our semadtifinance
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receivables, in the same line items in our statémiimcome as non-securitized receivables. Intesggense associated with the related
obligation is now recorded below operating profit'lterest expense” in our consolidated stateroéitcome. Additionally, we no longer
record a gain on sale for securitization activityce finance receivables securitized no longerivecgain on sale treatment. The impact of the
elimination of gain on sale treatment resulted reduction of pre-tax income of approximately $&flion in the first quarter of 2010.

Our operating expenses consist of cost of servimbng, general and administrative and depremiasind amortization. Cost of services
is composed of payroll and related costs, subconservices, supplies, insurance, property taxdgias, maintenance and lease expense
related to the auction sites and loan offices. @bservices excludes depreciation and amortizaBatling, general and administrative
expenses are composed of payroll and related c@dés and marketing, information technology sewignd professional fees.

Results of Operations
Overview of Results of KAR Auction Services for thieree Months Ended June 30, 2010 and 2009:

Three Months Ended

June 30,

(Dollars in millions except per share amounts) 2010 2009
Revenue!

ADESA $ 280.1 $ 279.t

IAAI 157.c 139.(

AFC 32.€ 20.¢€
Total revenue 470.C 439.]
Cost of services 251.% 246.¢
Gross profit* 218.c 192.t
Selling, general and administrati 90.¢ 87.1
Depreciation and amortizatic 41.¢ 42.:
Operating profit 85.7 63.1
Interest expens 35.€ 46.€
Other (income) expense, r 1.3 (6.2
Income before income tax 48.5 224
Income taxe: 19.¢€ 9.€
Net income $ 28.€ $ 12.¢
Net income per sha~ basic and dilute $ 0.21 $ 0.12

* Exclusive of depreciation and amortizat

For the three months ended June 30, 2010, we kadue of $470.0 million, compared with revenue 48% 1 million for the three
months ended June 30, 2009, an increase of 7% futher discussion of revenues, gross profitseilihg, general and administrative
expenses, see the segment results discussions. below

Depreciation and Amortization

Depreciation and amortization decreased $0.5 milliw 1%, to $41.8 million for the three months eshdune 30, 2010, compared with
the three months ended June 30, 2009. The dedeegegmesentative of certain assets becoming fléjyreciated as well as a decrease in
capital spending compared to recent years.
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Interest Expense

Interest expense decreased $11.0 million, or 28%35.9 million for the three months ended June2BQ, compared with interest
expense of $46.9 million for the three months entigte 30, 2009. The decrease in interest expersenmaarily the result of a $250.0
million prepayment on Term Loan B in the fourth geaof 2009, a $225.6 million prepayment on thiagpal amount of the 10% senior
subordinated notes in January 2010 and a $28.Bmiképayment on Term Loan B in February 2010.ddition, a lower interest rate
environment has reduced interest expense for awhedged variable rate debt instruments. Partadfsetting the decreases was an increase
in interest expense at AFC of $1.8 million that hesulted from the adoption of Accounting Stand&fgddate 2009-16 in 2010. Prior to the
adoption of this guidance, this expense was recbadea reduction of AFC revenue.

Other (Income) Expense

Other expense was $1.3 million for the three moatided June 30, 2010, compared with other incon$6 @f million for the three
months ended June 30, 2009, representing a ch&u$gesomillion. The change in other (income) expgenas primarily representative of
foreign currency transaction losses for the threetims ended June 30, 2010 versus foreign curr@angdction gains for the three months
ended June 30, 2009.

Income Taxes

Our effective tax rate changed from 42.9% for tire¢ months ended June 30, 2009 to 41.0% for tke thonths ended June 30, 2010.
Without the effect of discrete items, our effectiages for the three months ended June 30, 2009ware 30, 2010 would have been 45.0%
and 42.6%, respectively. The change in the tax wethout the effect of discrete items, was prifyaaittributable to the mix in pre-tax profits
and losses of the Company’s business segments:; &iate taxes and taxes on our international ojpasat

ADESA Results

Three Months Ended

June 30,

(Dollars in millions) 2010 2009

ADESA revenue $ 280.1 $ 279.t
Cost of services 152.¢ 153.(
Gross profit* 127.: 126.5
Selling, general and administrati 54.C 52.2
Depreciation and amortizatic 20.€ 21.t
Operating profit $ 524 $ 52.7

* Exclusive of depreciation and amortizat

Revenue

Revenue from ADESA increased $0.6 million, or ldem 1%, to $280.1 million for the three monthsezhdune 30, 2010, compared
with $279.5 million for the three months ended JBAe2009. The increase in revenue was primansalt of a 4% increase in revenue per
vehicle sold to over $560 for the three months dnlime 30, 2010, partially offset by a 3% decréasiee number of vehicles sold for the
three months ended June 30, 2010 as comparedhgitihitee months ended June 30, 2009.

The 4% increase in revenue per vehicle sold wasarily attributable to fluctuations in the Canadetthange rate, which resulted in
increased ADESA revenue of approximately $8.2 onilliin addition,
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incremental fee income related to higher used ehiglues and selective fee increases resultattheased ADESA revenue of
approximately $2.0 million. Partially offsettingetimpact of the Canadian exchange rate and thermemtal fee income was a decrease in
ancillary services such as shop services and sthgices, which resulted in decreased ADESA revefiapproximately $1.0 million.

The total number of used vehicles sold at ADESAeesed 3% for the three months ended June 30, 26ftpared with the three
months ended June 30, 2009 and resulted in a decre@ADESA revenue of approximately $8.6 millidine decrease in volume sold was
attributable to same store volume decreases. Emdabond quarter of 2010, the NAAA reported thdtsgtry volumes declined just under 7%
as compared with the second quarter of 2009.

The used vehicle conversion percentage, calculdde number of vehicles sold as a percentageeafumber of vehicles entered for
sale at our used vehicle auctions, decreased $8®fbr the three months ended June 30, 2010 asar@ahwith 67.4% for the three months
ended June 30, 2009. The decrease in conversimigatepresentative of a change in the mix ofalesisold toward more dealer
consignment vehicles, which convert at a lower.rate the three months ended June 30, 2010, dealsignment vehicles represented more
than 32% of used vehicles sold at ADESA, an inardasm 29% for the three months ended June 30,.2009

Gross Profit

For the three months ended June 30, 2010, grofisforoADESA increased $0.8 million, or 1%, to $1.2 million. Gross profit for
ADESA was 45.4% of revenue for the three monthsdnliine 30, 2010 as compared with 45.3% of reviamube three months ended
June 30, 2009. The increase in gross profit ag@eptage of revenue for the three months ended 32010, compared with the three
months ended June 30, 2009 is representative afithease in average revenue per vehicle solductian services and a decrease in lower
margin ancillary services revenue as a result@ftiift in mix toward more dealer consignment viglsic

Slling, General and Administrative

Selling, general and administrative expenses ®ABESA segment increased $1.7 million, or 3%,54.8 million for the three mont|
ended June 30, 2010, compared with the three menithsd June 30, 2009, primarily due to a $1.8 anilincrease in stock-based
compensation expense, a $1.7 million increase ifketiag costs, a $1.1 million increase relateduotfiations in the Canadian exchange rate
and a $1.4 million increase in travel, supplies athetr expenses. The increases in selling, geaathadministrative were partially offset by a
$2.6 million decrease in incentive compensatioreegp and a $1.7 million decrease in professioesl fe

IAAl Results
Three Months Ended
June 30,

(Dollars in millions) 2010 2009
IAAI revenue $ 157.% $ 139.(
Cost of services 91.¢ 86.2
Gross profit* 65.5 52.7
Selling, general and administrati 20.C 15.7
Depreciation and amortizatic 14.€ 14.5
Operating profit $ 30.C $ 22F

* Exclusive of depreciation and amortizat
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Revenue

Revenue from IAAl increased $18.3 million, or 13%$157.3 million for the three months ended Juhe2B810, compared with $139.0
million for the three months ended June 30, 200 ificrease in revenue was primarily a result dharease in fee revenue due to an
increase in average selling price for vehicles stlduction. For the three months ended June 3M, 26tal salvage vehicles sold declined
than 1%.

Gross Profit

For the three months ended June 30, 2010, grofisagrtAAl increased to $65.5 million, or 41.6% mvenue, compared with $52.7
million, or 37.9% of revenue for the three monthded June 30, 2009. The gross profit increase viasply the result of the increase in
revenue. Cost of services increased primarily @salt of increases in incentive compensation basetthe performance of IAAl and
increases in yard and auction expenses. ThesaBesavere partially offset by a reduction in towtso

Sdlling, General and Administrative

Selling, general and administrative expenses at iAéreased $4.3 million, or 27%, to $20.0 millitor the three months ended June
2010, compared with $15.7 million for the three ttenended June 30, 2009. The increase in sellere@l and administrative expenses was
attributable to increases in incentive compensdimsed on the performance of IAAI and stock-basgdpensation expense, as well as
increased spending on professional fees, travesamdrance related to our process improvemenativii.

AFC Results
Three Months Ended
June 30,

(Dollars in millions except volumes and per loan amnts) 2010 2009
AFC revenue

Securitization incom $ — $ 9.4

Interest and fee incon 33.€ 11.2

Other revenu 0.4 0.1

Provision for credit losse (1.9 0.7)

Total AFC revenur 32.€ 20.€
Cost of services 7.1 7.3
Gross profit* 25.t 13.2
Selling, general and administrati 4.7 2.8
Depreciation and amortizatic 6.2 6.1
Operating profit $ 14 $ 4.4
Loan transaction 219,75¢ 185,17:
Revenue per loan transacti $ 14¢ $ 111

* Exclusive of depreciation and amortizat

Revenue

For the three months ended June 30, 2010, AFC vevieicreased $12.0 million, or 58%, to $32.6 millioompared with $20.6 million
for the three months ended June 30, 2009. Thedserm revenue was the result of a 33% increass/anue per loan transaction for the tt
months ended June 30, 2010, compared with the pant in 2009 and a 19% increase in loan trarsastio 219,758 for the three months
ended June 30, 2010. In addition, managed receisabtreased to $694.6 million at June 30, 201 64 77.4 million at June 30, 2009.
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Revenue per loan transaction, which includes badhg paid off and loans curtailed, increased $8336&6, primarily as a result of an
increase in the average loan value, a decreasedit tosses for both loans held and sold and arease related to the effect of a change in
accounting which resulted in interest expense ngeo being recorded as a reduction in revenue.

Accounting Standards Update 2009-16 amended ASCTB&0Osfers and Servicing , and we adopted the new guidance on January 1,
2010. The new guidance eliminated securitizati@mome accounting and resulted in the recording tef@st and fee income and interest
expense for the finance receivable transactionsuthe revolving sale agreement. The impact ofdghidance on revenue was a net $1.4
million reduction of revenue for the first quartdr2010. The elimination of the gain on sale treathresulted in a reduction of revenue of
$2.8 million, while the reclassification of intetexpense resulted in an offsetting $1.4 millioor@ase in revenue. Interest expense related to
the revolving sale agreement for the three montide@ June 30, 2010 was $1.8 million and is incluaetinterest expense” on the
consolidated statement of income. Interest expeziaged to the revolving sale agreement for thegmonths ended June 30, 2009 totaled
$1.2 million and was reflected as a component ofisgzation income.

Gross Profit

For the three months ended June 30, 2010, grofisfprahe AFC segment increased $12.2 million98~4, to $25.5 million, primarily
as a result of a 58% increase in revenue and ae¥¥gase in cost of services. The decrease in €estaces was primarily the result of
decreases in collection expenses and decreasempeoasation and related employee benefit costafhanffset by an increase in incentive
compensation expense.

Slling, General and Administrative Expenses

Selling, general and administrative expenses at Ale@ased $1.9 million, or 68%, for the three rhergénded June 30, 2010, compared
with the three months ended June 30, 2009. Theaserwas primarily the result of an increase inpation and related employee benefit
costs, an increase in incentive compensation exp@nd an increase in stock-based compensation xpen

Holding Company Results

Three Months Ended

June 30,
(Dollars in millions) 2010 2009
Selling, general and administrati $ 121 $ 16.%
Depreciation and amortizatic 0.1 0.2
Operating los: $12.2 $ 16.5

Slling, General and Administrative Expenses

For the three months ended June 30, 2010, seflantgral and administrative expenses at the holthngpany decreased $4.2 million
26%, to $12.1 million, primarily as a result of ecdease in stock-based compensation expense ridatesl KAR LLC and Axle LLC
operating units which are remeasured each repgpenigd to fair value, a decrease in compensatiohralated employee benefits and a
decrease in professional fees. These decreasepartigdly offset by increases in travel, telecomd ather expenses.
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Overview of Results of KAR Auction Services for 8 Months Ended June 30, 2010 and 2009:

Six Months Ended

June 30,

(Dollars in millions except per share amounts) 2010 2009
Revenue:!

ADESA $553.7 $567.¢

IAAI 316.1 277.(

AFC 58.€ 36.¢
Total revenue 928.¢ 881.¢
Cost of services 507.7 515.k
Gross profit* 420.7 366.1
Selling, general and administrati 185.¢ 172.¢
Depreciation and amortizatic 85.1 88.2
Operating profit 149.¢ 104.¢
Interest expens 70.¢ 93.t
Other income, ne (1.6) (4.5
Loss on extinguishment of de 25.2 —
Income before income tax B5.: 15.¢
Income taxe: 18.€ 6.€
Net income $ 36.7 $ 9.
Net income per sha~ basic and dilute $ 0.27 $ 0.0¢

* Exclusive of depreciation and amortizat

For the six months ended June 30, 2010, we hachuevef $928.4 million, compared with revenue of H88million for the six months
ended June 30, 2009, an increase of 5%. For aefutfbcussion of revenues, gross profit and seltijegeral and administrative expenses, see
the segment results discussions below.

Depreciation and Amortization

Depreciation and amortization decreased $3.2 milliw 4%, to $85.1 million for the six months endetie 30, 2010, compared with
six months ended June 30, 2009. The decreasereseeqtative of certain assets becoming fully deatred, as well as a decrease in capital
spending compared to recent years.

Interest Expense

Interest expense decreased $22.7 million, or 24%70.8 million for the six months ended June 31,8 compared with interest
expense of $93.5 million for the six months endankJ30, 2009. The decrease in interest expensgnivaarily the result of a $250.0 million
prepayment on Term Loan B in the fourth quarte2@d9, a $225.6 million prepayment on the princgrabunt of the 10% senior
subordinated notes in January 2010 and a $28.Bmiépayment on Term Loan B in February 2010.dditon, a lower interest rate
environment has reduced interest expense for awhedged variable rate debt instruments. Partidfsetting the decreases was an increase
in interest expense at AFC of $3.2 million that hesulted from the adoption of Accounting Standd/gddate 2009-16 in 2010. Prior to the
adoption of this guidance, this expense was recbadea reduction of AFC revenue.

Other (Income) Expense

Other income was $1.6 million for the six monthsleh June 30, 2010, compared with $4.5 million Ifier $ix months ended June 30,
2009, representing a decrease of $2.9 million. dif@nge in other income was primarily representaifi@maller foreign currency transaction
gains for the six months ended June 30, 2010, ceedpga the six months ended June 30, 2009.
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Loss on Extinguishment of Debt

In connection with our initial public offering, weonducted a cash tender offer for certain of osesioThe tender offer was
oversubscribed and as such, in accordance witliémeified priority levels, only a portion of th@®% senior subordinated notes tendered
accepted for prepayment. In January 2010, we mleg2225.6 million principal amount of the 10% sersabordinated notes with proceeds
received from the initial public offering and thederwriters option to purchase additional shareshé first quarter of 2010 we recorded a
$25.3 million pretax charge representative of taepremiums payable related to the repurchaseeof®6 senior subordinated notes, the
write-off of certain unamortized debt issuance s@stsociated with our 10% senior subordinated restdsertain expenses related to the
tender offer.

Income Taxes

Our effective tax rate changed from 41.5% for tixensonths ended June 30, 2009 to 33.6% for thensinths ended June 30, 2010.
Without the effect of the discrete items, our effgerates for the six months ended June 30, 26@ane 30, 2010 would have been 44.3%
and 42.6%, respectively. The change in the tax vathout the effect of discrete items, was priryaaittributable to the mix in pre-tax profits
and losses of the Company’s business segments:; &iate taxes and taxes on our international oipesat

ADESA Results

Six Months Ended

June 30,

(Dollars in millions) 2010 2009

ADESA revenue $553.7 $567.¢
Cost of services 308.¢ 322.(
Gross profit* 244 ¢ 245.¢
Selling, general and administrati 105.¢ 105.C
Depreciation and amortizatic 43.C 45.¢
Operating profit $ 96.1 $ 95.C

* Exclusive of depreciation and amortizat

Revenue

Revenue from ADESA decreased $14.1 million, or 8/4553.7 million for the six months ended JuneZ1,0, compared with $567.8
million for the six months ended June 30, 2009. déerease in revenue was primarily a result of adé&sease in the number of vehicles
sold, partially offset by a 4% increase in revepaevehicle sold to over $560 for the six monthdezhJune 30, 2010 as compared with th
months ended June 30, 2009.

The 4% increase in revenue per vehicle sold wasagrily attributable to fluctuations in the Canadetthange rate, which resulted in
increased ADESA revenue of approximately $17.9iamllIn addition, incremental fee income relatedhigher used vehicle values and
selective fee increases resulted in increased ADESAnue of approximately $10.7 million. Partiadfysetting the impact of the Canadian
exchange rate and the incremental fee income wlasr@ase in ancillary services such as shop seraite other services, which resulted in
decreased ADESA revenue of approximately $7.9 onilli

The total number of used vehicles sold at ADESArelgged 7% for the six months ended June 30, 20hipared with the six months
ended June 30, 2009, and resulted in a decre#deBSA revenue of approximately $34.8 million. Th@wme sold decrease was attributable
to higher supplier inventory levels during thetfssx months of 2009 versus supplier inventory Iewkiring the first six months of 2010. For
the six months ended June 30, 2010, the NAAA replattiat industry volumes declined just over 8%ammared with the six months ended
June 30, 2009.
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The used vehicle conversion percentage, calculgdle number of vehicles sold as a percentagesafumber of vehicles entered for
sale at our used vehicle auctions, decreased T¢%far the six months ended June 30, 2010 as cadpeith 69.4% for the six months enc
June 30, 2009. The decrease in conversion ratepriesentative of a change in the mix of vehictdd toward more dealer consignment
vehicles, which convert at a lower rate. For thxensonths ended June 30, 2010, dealer consignméities represented more than 31% of
used vehicles sold at ADESA, an increase from 288thfe six months ended June 30, 2009.

Gross Profit

For the six months ended June 30, 2010, grosst jwofADESA decreased $0.9 million, or less than, 164244.9 million. Gross profit
for ADESA was 44.2% of revenue for the six monthdedl June 30, 2010, compared with 43.3% of revéstufie six months ended June
2009. The increase in gross profit as a percerdhgevenue for the six months ended June 30, 20dipared with the six months ended
June 30, 2009, is representative of the increaagdnage revenue per vehicle sold for auction sesvand a decrease in lower margin
ancillary services revenue as a result of the ghiftix toward more dealer consignment vehicles.

Slling, General and Administrative

Selling, general and administrative expenses ®®BESA segment increased $0.8 million, or 1%,106%8 million for the six months
ended June 30, 2010, compared with the six momttiedeJune 30, 2009, primarily due to a $3.5 millmrease in stock-based compensation
expense, a $2.6 million increase related to fluatna in the Canadian exchange rate, a $2.4 miiliorease in marketing costs and a net $0.3
million in other costs. The increases in sellingngral and administrative were partially offsetad$3.2 million decrease in professional fee
$3.2 million decrease in incentive compensatioreesp and a $1.6 million decrease in salary antecklzenefits costs.

IAAl Results
Six Months Ended
June 30,

(Dollars in millions) 2010 2009
IAAIl revenue $316.1 $277.(
Cost of services 185.¢ 178.]
Gross profit* 130.¢ 98.¢
Selling, general and administrati 40.¢€ 30.7
Depreciation and amortizatic 29.4 29.€
Operating profit $ 60.¢ $ 38.€

* Exclusive of depreciation and amortizat

Revenue

Revenue from IAAl increased $39.1 million, or 14%$316.1 million for the six months ended JuneZ1,0, compared with $277.0
million for the six months ended June 30, 2009. ifltecase in revenue was primarily a result oframdase in fee revenue due to an increase
in average selling price for vehicles sold at arctiFor the six months ended June 30, 2010, tatzhge vehicles sold were nearly flat.

Gross Profit

For the six months ended June 30, 2010, gross jgtdf\Al increased to $130.8 million, or 41.4%refrenue, compared with $98.9
million, or 35.7% of revenue for the six months eddune 30, 2009. The gross profit increase wasapiy the result of the increase in
revenue. Cost of services increased primarily @&salt of increases in incentive compensation basettie performance of IAAl and
increases in wages, yard and auction expensese Tin@gases were partially offset by a reductiotoim costs.
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Slling, General and Administrative

Selling, general and administrative expenses atl iAéreased $9.9 million, or 32%, to $40.6 millitor the six months ended June 30,
2010, compared with $30.7 million for the six mandnded June 30, 2009. The increase in sellinggrgeand administrative expenses was
attributable to increases in incentive compensai@msed on the performance of IAAI and stock-basedpensation expense, as well as
increased spending on professional fees, travebamdrance related to our process improvemenativigi.

AFC Results
Six Months Ended
June 30,

(Dollars in millions except volumes and per loan aunts) 2010 2009
AFC revenue

Securitization incom $ — $ 14:

Interest and fee incon 63.2 23.C

Other revenu 0.3 0.1

Provision for credit losse (4.9 (0.6)

Total AFC revenur 58.¢€ 36.¢
Cost of services 13.€ 15.2
Gross profit* 45.C 21.¢
Selling, general and administrati 8.5 5.2
Depreciation and amortizatic 12.4 12.2
Operating profit $ 24.1 $ 3.6
Loan transaction 451,25: 389,25(
Revenue per loan transacti $ 13C $ 95

* Exclusive of depreciation and amortizat

Revenue

For the six months ended June 30, 2010, AFC reverneased $21.8 million, or 59%, to $58.6 milli@ompared with $36.8 million
for the six months ended June 30, 2009. The ineraevenue was the result of a 37% increasevienge per loan transaction for the six
months ended June 30, 2010, compared with the pant in 2009 and a 16% increase in loan tramsagtio 451,253 for the six months
ended June 30, 2010. In addition, managed receisaitreased to $694.6 million at June 30, 2016 fd77.4 million at June 30, 2009.

Revenue per loan transaction, which includes bmdahgd paid off and loans curtailed, increased $837®&b6, primarily as a result of a
decrease in credit losses for both loans held alut] an increase in the average loan value andapsase in floorplan fee income, partially
offset by a decrease in the average portfolio dumat

Accounting Standards Update 2009-16 amended ASCTB&0Osfers and Servicing , and we adopted the new guidance on January 1,
2010. The new guidance eliminated securitizati@mome accounting and resulted in the recording tef@st and fee income and interest
expense for the finance receivable transactionsuthe revolving sale agreement. The impact ofdghidance on revenue was a net $1.4
million reduction of revenue for the first quartdr2010. The elimination of the gain on sale treathresulted in a reduction of revenue of
$2.8 million, while the reclassification of intetexpense resulted in an offsetting $1.4 millioor@ase in revenue. Interest expense related to
the revolving sale agreement for the six monthedntline 30, 2010 was $3.2 million and is includetirerest expenseain the consolidate
statement of income. Interest expense relatedetoebolving sale agreement for the six months eddee 30, 2009 totaled $2.4 million and
was reflected as a component of securitizationrireo
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Gross Profit

For the six months ended June 30, 2010, gross oofihe AFC segment increased $23.6 million, 50%, to $45.0 million primarily ¢
a result of a 59% increase in revenue and a 12%&dse in cost of services. The decrease in cagtraices was primarily the result of
decreases in collection expenses, compensatioretatdd employee benefit costs and lot audit exgenzartially offset by an increase in
incentive compensation expense.

Slling, General and Administrative Expenses

Selling, general and administrative expenses at ie@ased $3.0 million, or 55%, for the six monghsled June 30, 2010, compared
with the six months ended June 30, 2009. The isergas primarily the result of an increase in itivercompensation expense, an increase
in compensation and related employee benefit castgell as an increase in stock-based compensatjmense.

Holding Company Results

Six Months Ended

June 30,
(Dollars in millions) 2010 2009
Selling, general and administrati $30.¢ $31.7
Depreciation and amortizatic 0.3 0.€
Operating los: ($31.2) ($32.9)

Sdlling, General and Administrative Expenses

For the six months ended June 30, 2010, sellingerg and administrative expenses at the holdimgpemy decreased $0.8 million, or
3%, to $30.9 million, primarily as a result of ecdzase in professional fees, a decrease in staad@mpensation expense related to the
KAR LLC and Axle LLC operating units which are reaseired each reporting period to fair value andcaedese in compensation and related
employee benefit costs. These decreases werellyaofiaet by an increase in incentive compensa#gpense and other expenses.

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.

June 30 December 31 June 30
(Dollars in millions) 2010 2009 2009
Cash and cash equivalel $289.2 $ 363.¢ 264.1
Restricted cas 8.3 9.3 13.¢
Working capital 391t 299t 388.(
Amounts available under credit facilit 250.( 250.( 300.(
Cash flow from operatior 327.¢ 141.¢

* There were related outstanding letters of creatiling approximately $32.7 million, $31.7 milli@nd $31.3 million at June 30,
2010, December 31, 2009 and June 30, 2009, regelctivhich reduce the amount available for bormays under our credit facility
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Working Capital

A substantial amount of our working capital is geed from the payments received for services plexli The majority of our working
capital needs are short-term in nature, usuallytlean a week in duration. Due to the decentralimddre of the business, payments for most
vehicles purchased are received at each auctiobramdh. Most of the financial institutions plactemporary hold on the availability of the
funds deposited that generally can range up tobwginess days, resulting in cash in our accourdarour balance sheet that is unavailable
for use until it is made available by the varioumafcial institutions. Over the years, we haveeased the amount of funds that are available
for immediate use and are actively working on atities that will continue to decrease the time leefwthe deposit of and the availability of
funds received from customers. There are outstgntdiecks (book overdrafts) to sellers and venduansided in current liabilities. Because a
portion of these outstanding checks for operatinniee U.S. are drawn upon bank accounts at firgdircstitutions other than the financial
institutions that hold the cash, we cannot offfigha cash and the outstanding checks on our balaheet. Our available cash, which
excludes cash in transit, was $245.5 million aeJ8®, 2010.

AFC offers short-term inventory-secured financialgo known as floorplan financing, to used vehdadalers. Financing is primarily
provided for terms of 30 to 60 days. AFC principaenerates its funding through the sale of itgikables. For further discussion of AFC’s
securitization arrangements, see “Off-Balance SAaeingements and Adoption of Accounting Standafddate 2009-16.”

Credit Facilities

In 2007 we entered into senior secured creditifaes| comprised of a $300.0 million revolving citdfdcility and a $1,565.0 million
term loan, pursuant to the terms and conditiornth@{Credit Agreement. The revolving credit faciltgs entered into for working capital and
general corporate purposes. In 2009, we entereciimamendment to the Credit Agreement. As pati@hmendment, available borrowings
under the revolving credit facility were reduceds50 million and the revolving credit facility aiférm Loan B interest rate were increased
to LIBOR plus a margin of 2.75% from LIBOR plus amin of 2.25%. On June 30, 2010, $1,219.6 milli@s outstanding on the term loan
and there were no borrowings on the revolving ¢redility, although we did have related outstamdietters of credit in the aggregate amc
of $32.7 million at June 30, 2010, which reducedhmunt available for borrowings under our crealdilfty. In addition, our Canadian
operations have a C$8 million line of credit whighs undrawn as of June 30, 2010; however, there vedaited letters of credit outstanding
totaling approximately C$1.8 million at June 301@Pwhich reduce credit available under the Camelitie of credit, but do not affect
amounts available for borrowings under our revawenedit facility.

The Credit Agreement contains certain restrictoamnl covenants, including, among others, a finamoaénant requiring a maximum
consolidated senior secured leverage ratio befisgtias of the last day of each fiscal quartee¥falving loans are outstanding, and covenants
limiting our ability to incur indebtedness, graians, make acquisitions, consummate change of@drénsactions, dispose of assets, pay
dividends, make capital expenditures, make investsn@nd engage in certain transactions with atfifiaThe leverage ratio covenant is based
on consolidated Adjusted EBITDA which is EBITDA (emgs before interest expense, income taxes, digpi@n and amortization) adjusted
to exclude among other things (a) gains and loseas asset sales; (b) unrealized foreign currermysiation gains and losses in respect of
indebtedness; (c) certain non-recurring gains assds; (d) stock option expense; (e) certain astbecash amounts included in the
determination of net income; (f) management, maimty consulting and advisory fees paid to the gogponsors; (g) charges and revenue
reductions resulting from purchase accountingu(irgalized gains and losses on hedge agreem@ntsn@rity interest expense; (j) expenses
associated with the consolidation of salvage opmra (k) consulting expenses incurred for costioéidn, operating restructuring and
business improvement efforts; (I) expenses realigeah the termination of employees and the terrndnair cancellation of leases, software
licenses or other contracts in connection withdperational restructuring and business improvera#atts; (m) expenses incurred in
connection with permitted acquisitions; and (n) anpairment charges or write-offs of intangibles.
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The covenants contained within the senior creditifg are critical to an investor’'s understandiofgour financial liquidity, as the
violation of these covenants could result in a diéfand lenders could elect to declare all amobotsowed immediately due and payable. In
addition, the indentures governing our notes contaitain financial and operational restrictiongpaing dividends and other distributions,
making certain acquisitions or investments, incgiindebtedness, granting liens and selling as§htse covenants affect our operating
flexibility by, among other things, restricting oalbility to incur expenses and indebtedness thaltddoe used to grow the business, as well as
to fund general corporate purposes. We were in amge with the covenants in the credit facilityJahe 30, 2010.

As part of the amendment to the Credit Agreemeatprepaid $250 million of the term loan in the thuyuarter of 2009 using procee
from the initial public offering as well as cash loand. In addition, in accordance with terms of@mnedit Agreement, 50% of the net proce
from the initial sale of AFG Canadian receivables were used to repay $28li8mmif our term loan in February 2010. The prepapts wert
credited to prepay in direct order of maturity thgaid amounts due on the next eight scheduledegiyainstallments of the term loan, and
thereafter to the remaining scheduled quarterfialiments of the term loan on a pro rata basissuah, there are no further scheduled
quarterly installments due on the term loan andéhgaining balance is due at maturity (October209,3).

We believe our sources of liquidity from our casldl @ash equivalents on hand, working capital, gastided by operating activities,
and availability under our credit facility are saiént to meet our short and long-term operatingdsefor the foreseeable future. In addition,
we believe the previously mentioned sources ofidiiguwill be sufficient to fund our capital reqeiments and debt service payments for the
next twelve months.

EBITDA and Adjusted EBITDA

EBITDA and Adjusted EBITDA, as presented hereie, supplemental measures of our performance thatcanequired by, or
presented in accordance with, generally accepteoating principles in the United States, or GAARey are not measurements of our
financial performance under GAAP and should notdresidered substitutes for net income (loss) orathgr performance measures derived
in accordance with GAAP or as substitutes for dashk from operating activities as measures of dguibity.

EBITDA is defined as net income (loss), plus ins¢expense net of interest income, income tax piowi(benefit), depreciation and
amortization. Adjusted EBTIDA is EBITDA adjustedrfine items of income and expense and expectedriremtal revenue and cost savings
as described above in the discussion of certatrictdge loan covenants under “Credit Facilities.”

Management believes that the inclusion of suppleamgradjustments to EBITDA applied in presentingusted EBITDA is appropria
to provide additional information to investors abone of the principal internal measures of perfamoe used by our creditors. In addition,
management uses Adjusted EBITDA to evaluate odfppaance and to evaluate results relative to ingerdompensation targets. EBITDA
and Adjusted EBITDA have limitations as analytit@dls, and should not be considered in isolatioasoa substitute for analysis of the res
as reported under GAAP. These measures may natrbparable to similarly tited measures reporteathyer companies.
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The following tables reconcile EBITDA and AdjustE8ITDA to net income (loss) for the periods preseint

Three Months Ended June 30, 2010

(Dollars in millions) ADESA 1AAI AFC Corporate Consolidatec
Net income (loss) $ 26.€ $13.C $ 9.¢ ($ 20.9 $ 28.€
Add back:
Income taxe: 15.2 7.8 6.2 (9.9) 19.€
Interest expense, net of interest incc 0.3 0.€ 1.8 33.2 35.¢
Depreciation and amortizatic 20.¢ 14.€ 6.2 0.1 41.¢
Intercompany 10.t 9.€ (3.3 (16.§) —
EBITDA 73.5 457 20.¢ (13.9) 126.2
Adjustments 3.3 4.€ (1.3 (1.8 4.8
Adjusted EBITDA $ 76.¢ $50.3 $19.5 ($ 15.6 $ 131(
Three Months Ended June 30, 2009
(Dollars in millions) ADESA 1AAI AFC Corporate Consolidatec
Net income (loss $ 26.¢ $ 75 $ 3.€ ($ 25.) $ 12.¢
Add back:
Income taxe: 17.2 5.1 1.€ (14.9) 9.€
Interest expense, net of interest incc 0.2 0.3 — 46.2 46.¢
Depreciation and amortizatic 21.k 14.5 6.1 0.2 42.3
Intercompany 9.7 10.€ (2.0 (18.9) —
EBITDA 75.4 38.C ©.2 (11.2) 111.¢
Adjustments 3.8 1.3 14 (3.0 3.€
Adjusted EBITDA $ 79.2 $39.3 $10.7 ($ 14.9 $ 1151
Six Months Ended June 30, 2010
(Dollars in millions) ADESA 1AAI AFC Corporate Consolidatec
Net income (loss $ 49.4 $24.¢ $15.7 ($ 53.9 $ 36.7
Add back:
Income taxe: 25.C 16.4 10.7 (33.5) 18.€
Interest expense, net of interest incc 0.5 1.1 3.2 66.C 70.¢
Depreciation and amortizatic 43.C 29.4 12.4 0.2 85.1
Intercompany 21.4 19.1 (5.5 (35.0 —
EBITDA 139.: 90.¢ 36.5 (55.9 2112
Adjustments 7.3 8.3 0.7 23.€ 39.¢
Adjusted EBITDA $146.€ $99.1 $37.2 ($ 319 $ 2511
Six Months Ended June 30, 2009
(Dollars in millions) ADESA 1AAI AFC Corporate Consolidatec
Net income (loss $ 47k $10.€ $ 4.2 ($ 53.0 $ 9.3
Add back:
Income taxe: 31.C 7.4 2.C (33.9) 6.€
Interest expense, net of interest incc 0.2 0.€ — 92.4 93.2
Depreciation and amortizatic 45.¢ 29.€ 12.: 0.€ 88.3
Intercompany 18.C 20.¢ (3.9 (35.]) —
EBITDA 142.% 69.1 14.7 (28.9) 197.
Adjustments 10.4 2.8 1.€ — 14.¢
Adjusted EBITDA $152.¢ $71.¢ $16.3 ($ 28.9 $ 2122
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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 incoifee the periods presented:

Twelve
Three Months Ended Months
Ended
September 3C December 31 March 31, June 30 June 30
(Dollars in millions) 2009 2009 2010 2010 2010
Net income $ 8.€ $ 52 $ 8.1 $ 28.€ $ 50.€
Add back:
Income taxe: 4.4 0.1 1.3 19.€ 23.1
Interest expense, net of interest incc 39.2 39.7 34.¢ 35.¢ 149.¢
Depreciation and amortizatic 41.€ 42.F 43.F 41.¢ 169.2
EBITDA 93.¢ 87.¢ 85.C 126.2 392.7
Nonrecurring charge 5.C 2.C 21.1 3.0 31.1
Noncash charge 14.2 1.3 12.€ 3.6 29.1
Advisory service: 0.¢ 11.4 — — 12.c
AFC interest expens — — (1.9 (1.9 (3.2
Accounting chang — — 2.8 — 2.8
Adjusted EBITDA $ 114.( $ 99.7 $ 120.1 $131.( $464.¢
Summary of Cash Flows
Six Months Ended
June 30,
(Dollars in millions) 2010 2009
Net cash provided by (used fo
Operating activitie: $ 327.¢ $141.¢
Investing activities (611.%) (30.5
Financing activitie: 209.¢ (6.2)
Effect of exchange rate on ce (0.7) 0.2
Net increase (decrease) in cash and cash equis ($ 749 $105.7

Cash flow from operating activities was $327.9 imillfor the six months ended June 30, 2010, conapaitn $141.9 million for the six
months ended June 30, 2009. The increase in opgredash flow was primarily impacted by changesparating assets and liabilities. The
change in operating assets was driven by the rieduict retained interests in finance receivabldd aod a reduction in finance receivables
held for sale, which resulted from the adoptioo€ounting Standards Update (“ASU”) 20@8- The new guidance specifies that the fin:
receivable transactions on or subsequent to Jaiy@@10 under our revolving sale agreement beided in our balance sheet.

Net cash used for investing activities was $611iliiam for the six months ended June 30, 2010, carag with $30.3 million for the s
months ended June 30, 2009. The increase in netusasl for investing activities was primarily tkesult of the net increase in finance
receivables held for investment which resulted ftbmadoption of ASU 2009-16 as discussed abovaddiition, we spent $5.4 million less
for capital items in the first six months of 20I@hgpared with the first six months of 2009. For scdssion of the Company’s capital
expenditures, see “Capital Expenditures” below.

Net cash provided by financing activities was $208illion for the six months ended June 30, 20b8npared with net cash used by
financing activities of $6.1 million for the six mths ended June 30, 2009. The increase in casidpobisy financing activities was primarily
attributable to the $473.4 million increase in
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obligations collateralized by finance receivablésal resulted from the application of ASU 2009-%6discussed above. The increase in
obligations collateralized by finance receivableswartially offset by an increase in paymentsomgiterm debt, including a payment for the
early extinguishment of debt and a related prepaypenalty totaling $271.9 million.

Capital Expenditures

Capital expenditures for the six months ended 3010 and the year ended December 31, 2009xpraied $22.0 million and
$65.6 million. Capital expenditures were fundednaniily from internally generated funds. We continoénvest in our core information
technology capabilities and capacity expansion.it@bgxpenditures are expected to be approxim&@8/million for fiscal year 2010 with
approximately $50 million of this amount relatedaintenance capital expenditures and the remaatti@sutable to growth initiatives.
Anticipated expenditures are primarily attributatileongoing information system projects, upkeep iamatovements at existing vehicle
auction facilities, improvements in information b@ology systems and infrastructure and expansidrrelncation of existing auction sites
that are at capacity. Future capital expendituoesgdcvary substantially based on capital projeuinig and the initiation of new information
systems projects to support our business strategies

Off-Balance Sheet Arrangements and Adoption of Acamting Standards Update 2009-16

AFC sells the majority of its U.S. dollar denomig@finance receivables on a revolving basis andowitrecourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsigiary (“AFC Funding Corporation”), establisheat the purpose of purchasing AFC'’s
finance receivables. A securitization agreemewtna|for the revolving sale by AFC Funding Corparatto a bank conduit facility in
undivided interests in certain eligible financeeai@ables subject to committed liquidity. The agreetrexpires on April 20, 2012. AFC
Funding Corporation had committed liquidity of $4f%dlion for U.S. finance receivables at June 30Q@

We completed an agreement for the securitizatiohusbmotive Finance Canada, Inc.’s (“AFCI”) receiles in February 2010. This
securitization facility provides up to C$75 milliam financing for eligible finance receivables. Tihéial funding for securitization of
Canadian finance receivables resulted in net poxe£$56.6 million and the recording of the refbtdligations. The agreement expires on
April 20, 2012.

ASU 2009-16 amended ASC 860 ansfersand Servicing , and we adopted the new guidance on January D, 2Bk new guidance
specifies that the finance receivable transactioner subsequent to January 1, 2010 under ourviego$ale agreement be included in our
balance sheet. This resulted in an increase insaasd related obligations in 2010. Obligationdatetalized by finance receivables were
$473.4 million at June 30, 2010. In addition, tleevrguidance eliminated securitization income actingrand resulted in the recording of fee
and interest income and interest expense for ttanéie receivable transactions under the revohatgyagreement. The elimination of
securitization income accounting resulted in a ctida of pre-tax income of approximately $2.8 naitliin the first quarter of 2010.

At June 30, 2010, AFC managed total finance retddsaof $694.6 million. At December 31, 2009, AF@nmaged total finance
receivables of $613.0 million, of which $519.1 moill had been sold without recourse to AFC Fundingp@ration. Undivided interests in
finance receivables were sold by AFC Funding Cation to the bank conduit facility with recourseéaling $367.0 million at December 31,
2009. Finance receivables include $24.6 milliorssieed as held for sale, which are recorded athowi cost or fair value, and $131.6 milli
classified as held for investment at December 8092Finance receivables classified as held foesiment include $25.7 million related to
receivables that were sold to the bank conduitifathat were repurchased by AFC at fair value whigey became ineligible under the terms
of the collateral agreement with the bank condagtlity at December 31, 2009. The face amount e$¢treceivables was $27.5 million at
December 31, 2009.
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AFC'’s allowance for losses of $10.5 million and%million at June 30, 2010 and December 31, 200Rides an estimate of losses for
finance receivables held for investment as wellraallowance for any further deterioration in thafice receivables after they are
repurchased from the bank conduit facility. Addigdly, accrued liabilities of $2.4 million for thestimated losses for loans sold by the sp
purpose subsidiary were recorded at December 3B.Zthese loans were sold to a bank conduit fgailith recourse to the special purpose
subsidiary and came back on the balance sheet afptbcial purpose subsidiary at fair market valbemthey became ineligible under the
terms of the collateral arrangement with the baordait facility.

As of December 31, 2009, the outstanding receisadiddd, the retained interests in finance receesbbld and a cash reserve of 1 or 3
percent of total sold receivables serve as secimitthe receivables that have been sold to thé& banduit facility. As of June 30, 2010,
$685.0 million of finance receivables and a casiemee of 1 or 3 percent of finance receivablesrizrd serve as security for the $473.4
million of obligations collateralized by financecedvables. The amount of the cash reserve dependisaumstances which are set forth in
securitization agreements. After the occurrenca efrmination event, as defined in the U.S. sdeatibn agreement, the bank conduit faci
may, and could, cause the stock of AFC Funding @waipon to be transferred to the bank conduit figgithough as a practical matter the
bank conduit facility would look to the liquidatiaf the receivables under the transaction docunetkeir primary remedy.

Proceeds from the revolving sale of receivablab¢dbank conduit facility are used to fund new kamcustomers. 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, antdetcovenants tied to the performance of the finarceivables portfolio. The
securitization agreements also incorporate thenfireh covenants of our credit facility. At June 2010, we were in compliance with the
covenants in the securitization agreement.

Critical Accounting Estimates

In preparing the financial statements in accordarite U.S. GAAP, management must often make esémahd assumptions that aff
the reported amounts of assets, liabilities, reesnaxpenses and related disclosures at the dtite fihancial statements and during the
reporting period. Some of those judgments can bgstive and complex. Consequently, actual resultdd differ from those estimates.
Accounting measurements that management belieeanast critical to the reported results of our afiens and financial condition include:
uncollectible receivables and allowance for crémises and doubtful accounts, goodwill and longdiassets, self-insurance programs, legal
proceedings and other loss contingencies and intaxes.

In addition to the critical accounting estimatémre are other items used in the preparation ofdahsolidated financial statements that
require estimation, but are not deemed criticahr@fes in estimates used in these and other itentd khave a material impact on our finan
statements.

We continually evaluate the accounting policies astiimates used to prepare the consolidated fiabsizitements. In cases where
management estimates are used, they are basestoridail experience, information from third-partpfessionals, and various other
assumptions believed to be reasonable. Our craicadunting estimates are discussed in the “Crificaounting Estimates” section of
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” in Part knit 7 of our Annual Report on Form
10-K for the year ended December 31, 2009, as Vil the Securities and Exchange Commission. Hitash, our most significant
accounting polices are discussed in Note 2 andvbkse in the Notes to the Consolidated Financialeédtents included in our Annual Report
on Form 10-K for the year ended December 31, 2608;h includes audited financial statements.
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New Accounting Standards

In December 2009, the FASB issued new guidancedéming Standards Update 2009-16) on the accouftingansfers of financial
assets. The new guidance which is now a part of 88T Transfers and Servicing , eliminates the concept of a qualifying specialpmse
entity, creates more stringent conditions for réipgra transfer of a portion of a financial assetaale, clarifies other sale-accounting criteria
and changes the initial measurement of a transéeirderest in transferred financial assets. The gaidance is effective on a prospective
basis for annual periods beginning after Novemiaei2009. This new guidance requires inclusion ahksold to a bank conduit facility as
well as the related obligation originated after 8mber 31, 2009, in our financial statements. Wettbthe guidance on January 1, 2010.
This resulted in an increase in assets and retdtighations in 2010. Obligations collateralizedfinance receivables were $473.4 million at
June 30, 2010. In addition, the new guidance eheith securitization income accounting and resuitede recording of fee and interest
income and interest expense for the finance rebvisansactions under the revolving sale agreeniéwt elimination of securitization
income accounting resulted in a reduction of preitaome of approximately $2.8 million in the figarter of 2010.

In February 2010, the FASB issued new guidance ¢@uting Standards Update 2010-06) on fair valuesmegments. The new
guidance, which is now a part of ASC 8Fajr Value Measurements and Disclosures, requires disclosure of details of significant tfens in
and out of Level 1 and Level 2 measurements argbresafor the transfers. In addition, a gross pitasiem of activity within the Level 3 roll
forward, presenting separately information abouttpases, sales, issuances and settlements isegguire new guidance is effective for the
first interim or annual reporting period beginniager December 15, 2009, with the exception forghass presentation of the Level 3 roll
forward, which is required for annual reportingipds beginning after December 15, 2010 and forimteeporting periods within those
years. The adoption of the new guidance did nokfamaterial impact on the consolidated finandetkesnents

In February 2010, the FASB issued new guidance ¢futing Standards Update 2010-09) on subsequentsvihe new guidance,
which is now a part of ASC 85%ubsequent Events, requires an SEC filer to evaluate subsequentte¥brough the date that the financial
statements are issued. An entity that is an SECiInot required to disclose the date througtclvsubsequent events have been evaluated.
The new guidance was immediately effective uponasse of the final update. The adoption of the geidance did not have a material
impact on the consolidated financial statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Foreign Currency

Our foreign currency exposure is limited and arfses transactions denominated in foreign curresigiarticularly intercompany loar
as well as from translation of the results of opers from our Canadian and, to a much lesser gxtégxican subsidiaries. However,
fluctuations between U.S. and non-U.S. currencyemimay adversely affect our results of operatiomsfinancial position. In addition, there
may be tax inefficiencies in repatriating cash freom-U.S. subsidiaries. To the extent such regadnias necessary for us to meet our debt
service or other obligations, these tax inefficieranay adversely affect us. We have not entettedaimy foreign exchange contracts to hedge
changes in the Canadian or Mexican exchange @#mdian currency translation positively affectetlincome by approximately $0.7
million and $3.6 million for the three and six mbatended June 30, 2010. Currency exposure of onicllie operations is not material to the
results of operations.

Interest Rates

We are exposed to interest rate risk on borrowiAgsordingly, interest rate fluctuations affect #rmount of interest expense we are
obligated to pay. We use interest rate derivatyre@ments to manage the variability of cash flowise paid due to interest rate movements
on our variable rate debt. We have designatednberdast
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rate derivatives as cash flow hedges. The earmingact of the derivatives designated as cash fledgks are recorded upon the recognition
of the interest related to the hedged debt. Anfféstiveness in the hedging relationships is recogphin current earnings. There was no
significant ineffectiveness in the first six montifs2010 or 2009.

In May 2009, we entered into an interest rate sagrpement with a notional amount of $650 milliomtanage our exposure to interest
rate movements on our variable rate Term Loan Bitfacility. The interest rate swap agreement aaeffective date of June 30, 2009,
matures on June 30, 2012 and effectively resulésfired LIBOR interest rate of 2.19% on $650 roifliof the Term Loan B credit facility.

In May 2009, we also purchased an interest ratdarafil .3 million with a notional amount of $250lhein to manage our exposure to
interest rate movements on our variable rate TesanlB credit facility when onsronth LIBOR exceeds 2.5%. The interest rate cagiagltc
a portion of the variable rate debt that is notared by an interest rate swap agreement. The #ttexrte cap agreement had an effective date
of June 30, 2009 and matures on June 30, 2011.

The fair values of the interest rate derivativestzased on quoted market prices for similar insenisifrom a commercial bank and
represent the estimated amounts we would receipayto terminate the agreements at the reportitg. dt June 30, 2010 and Decembet
2009, respectively, the fair value of the interasé swap was a $17.9 million unrealized loss an#i&7 million unrealized loss recorded in
“Other accrued expenses” on the consolidated balaheet. In addition, at June 30, 2010 and DeceBther009, respectively, the fair value
of the interest rate cap was a less than $0.1amilisset and a $0.6 million asset recorded in ‘ICGthgets” on the consolidated balance sheet.
Unrealized gains or losses on the interest rateateres are included as a component of “Accumulaténer comprehensive income.” At
June 30, 2010, there was a net unrealized lodipthl1.5 million, net of tax benefits of $7.0 hwh. At December 31, 2009, there was a net
unrealized loss totaling $5.7 million, net of taenlefits of $3.5 million. We are exposed to creafiislin the event of non-performance by the
counterparties; however, non-performance is natigated. We have only partially hedged our expedarinterest rate fluctuations on our
variable rate debt. A sensitivity analysis of thgact on our variable rate debt instruments topthetical 100 basis point increase in short-
term rates for the three and six months ended 30n2010 would have resulted in an increase irésteexpense of approximately $1.8
million and $3.6 million, respectively.

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

As of the end of the period covered by this Qurteeport on Form 10-Q, we carried out an evaluatinder the supervision and with
the participation of our management, including @éef Executive Officer and Chief Financial Officerf the effectiveness of the design and
operation of our disclosure controls and procedasegefined in Exchange Act Rules 13a—15(e) and 1%@). Based upon that evaluation,
the Chief Executive Officer and the Chief Finan€Mficer concluded that our disclosure controls pratedures were effective.

Changes in Internal Control over Financial Reportirg

There has been no change in our internal contral fimancial reporting during the quarter endedeJ8®, 2010, that has materially
affected, or is reasonably likely to materiallyesftf, 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 litigatiocidental to the business such as
employment matters and dealer disputes. Suchtlitigés generally not, in the opinion of managemékely to have a material adverse eff
on our financial condition, results of operatiomsash flows. Legal and regulatory proceedings tvisimuld be material are discussed below.

Certain legal proceedings in which the Companywslved are discussed in Note 20 to the consolitifit@ncial statements in Part I,
Item 8 of our Annual Report on Form XOfor the year ended December 31, 2009 and PHerh 3 of the same Annual Report. The follow
discussion is limited to certain recent developm&ancerning our legal and regulatory proceedimgisshiould be read in conjunction with
earlier Report. Unless otherwise indicated, alcpamings discussed in the earlier Report remaistanding.

IAAI —Lower Duwamish Waterway

On March 25, 2008, the United States Environmédntatection Agency, or EPA, issued a General Naifd@otential Liability pursuant
to Section 107(a), and a Request for Informatiorspant to Section 104(e) of the Comprehensive Bnuiental Response, Compensation,
and Liability Act, or “CERCLA" to IAAI for a Supetind site known as the Lower Duwamish Waterway SuperSite in Seattle,
Washington, or “LDW.” At this time, the EPA has rdemanded that IAAl pay any funds or take any actipart from responding to the
Section 104(e) Information Request. The EPA hassadvAAl that, to date, it has sent out approxieha60 general notice letters to other
parties, and has sent Section 104(e) Requestsrmtimen 250 other parties. A remedial investigatias been conducted for this site by some
of the potentially responsible parties, who hawe @lommenced a feasibility study pursuant to CERARAI is aware that certain authoriti
plan to bring Natural Resource Damage claims agpmtentially responsible parties. In addition, Washington State Department of
Ecology, or “Ecology” is working with the EPA inlegion to LDW, primarily to investigate and addrassirces of potential contamination
contributing to LDW. IAAI and the owner and predsser at their Tukwila location, which is adjacemthie LDW, are currently in discussion
with Ecology concerning possible source controlgdilons, including an investigation of the watadaoils entering the stormwater system,
an analysis of the source of any contaminationtified within the system and possible repairs apdrades to the stormwater capture and
filtration system. In 2010, IAAI began implementiagtormwater sampling plan to comply with Ecolegurce control requirements.

ltem 1A. Risk Factors

In addition to the other information set forth Imist report, readers should carefully consider #wtadis discussed in Part I, “Item 1A.
Risk Factors” in our Annual Report on Form 10-K foe year ended December 31, 2009, which couldmabyeaffect our business, financial
condition or future results. The risks describeduin 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 6. Exhibits
(a) Exhibits. The Exhibit Index is incorporated ¢iarby reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned thereunto duly authorized.

Date: August 4, 201

KAR Auction Services, Inc.
(Registrant’

/s/ ERICM. L OUGHMILLER
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Exhibit No.

EXHIBIT INDEX

Incorporated by Reference

Exhibit Description Form

File No.

Exhibit

Filing
Date

Filed
Herewith

3.1

3.2
4.1

4.2

4.3

4.4
10.17

10.2»

Amended and Restated Certificate of IncorporatiolkAR Auction  S-1/A
Services, Inc

Amended and Restated -Laws of KAR Auction Services, In S-1/A

Indenture, dated April 20, 2007 (the “Floating R&&nior Notes S4
Indenture”), among KAR Auction Services, Inc. (farly KAR

Holdings, Inc.), the Guarantors from time to tinzetes thereto and

Wells Fargo Bank, National Association, as Trustee,

$150,000,000 Floating Rate Senior Notes due :

Indenture, dated April 20, 2007 (the “Fixed RataiSeNotes S4
Indenture”), among KAR Auction Services, Inc. (farly KAR

Holdings, Inc.), the Guarantors from time to tinzetjes thereto and

Wells Fargo Bank, National Association, as Trustee,

$450,000,000 i3/ 4% Senior Notes due 20:

Indenture, dated April 20, 2007 (the “Senior Sulimeited Notes S4
Indenture”), among KAR Auction Services, Inc. (farly KAR

Holdings, Inc.), the Guarantors from time to tinzetjes thereto and

Wells Fargo Bank, National Association, as Trustee,

$425,000,000 10% Senior Subordinated Notes due

Form of Common Stock Certifica S-1/A

Guarantee and Collateral Agreement, dated Aprie20y7, made by S-1/A
KAR Holdings Il, LLC, KAR Auction Services, Inc.¢fmerly KAR
Holdings, Inc.) and the subsidiary guarantors ptrgyeto and

certain of its subsidiaries in favor of Bear Stsa@orporate Lendir

Inc., as administrative

agent under the Credit Agreem:

Credit Agreement, dated April 20, 2007 (the “Creilireement”), S-1/A
among KAR Holdings II, LLC, as guarantor, KAR Auanti
Services, Inc. (formerly KAF
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Holdings, Inc.), as borrower, the several lendesmftime to tim
parties thereto, Bear, Stearns & Co. Inc. and UB&uSties LLC
as joint lead arrangers, UBS Securities LLC, asi®ation agen
Goldman Sachs Credit Partners L.P. and Deutschk Ban
Securities Inc., as codocumentation agents, Béaayiss & Co.
Inc., UBS Securities LLC and Goldman Sachs Credlitrfers
L.P., as joint bookrunners, and Bear Stearns Catpdrending
Inc., as administrative age

10.3 Assumption Agreement, dated December 26, 2007, gmon S4  333-14884" 10.2  1/25/200:¢
ADESA Dealer Services, LLC, Automotive Finance Qamer
Division, LLC, ADESA Pennsylvania, LLC, Dent Demdti,C,
Zabel & Associates, Inc., Sioux Falls Auto Auctidmg., and Tri-
State Auction Co., Inc. in favor of Bear Stearnspooate
Lending, Inc., as administrative agt

10.4 Intellectual Property Security Agreement, datedilA®, 2007, S4  333-14884" 10.4  1/25/200:¢
made by KAR Auction Services, Inc. (formerly KAR ldings,
Inc.) and each of the grantors listed on SchedtHerketo in favo
of Bear Stearns Corporate Lending Inc. as admatigt agent
for the secured parties (as defined in the CredieAment

10.5 Letter Agreement, dated February 24, 2010, 10K 001-3456¢ 10.5  2/25/201!
between KAR LLC and Thomas C. O'Brien, David R.
Montgomery, Donald J. Hermanek, Scott P. PetthnJéett,
John Nordin and Sidney Kerl¢

10.6* Conversion Option Plan of KAR Auction Services,.Ifformerly  S-1/A  333-15866¢ 10.¢ 7/2/200¢
KAR Holdings, Inc.)
10.7* Form of Conversion Stock Option Agreement, dated|&20, S4  333-14884" 10.1C  1/25/200:¢

2007, between KAR Auction Services, Inc. (formefi§R
Holdings, Inc.) and each of Thomas C. O’Brien,

David R. Montgomery, Donald J. Hermanek, Scottéttif? John
Kett, John Nordin and Sidney Kerl
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10.8*

10.9*

10.10*

10.11*

10.12*

10.13*

10.14*

10.15*

10.16*

10.17*

Form of Amendment to Conversion Stock Option
Agreement, dated October 30, 2007, between KAR i8nct
Services, Inc. (formerly KAR Holdings, Inc.) andchaf
Thomas C. O'Brien, David R. Montgomery, Donald J.
Hermanek and Scott P. Pe

Form of Rollover Stock Option Agreement, dated Ap@,
2007, between KAR Auction Services, Inc. (formd(gR
Holdings, Inc.) and certain executive officers anaployees
of IAAI

Form of Conversion Agreement, dated April 20, 2007,
between KAR Auction Services, Inc. (formerly KAR
Holdings, Inc.) and certain executive officers amaployees
of IAAI

KAR Auction Services, Inc. (formerly KAR Holdingkjc.)
Stock Incentive Pla

Form of Nonqualified Stock Option Agreement of KAR
Auction Services, Inc. (formerly KAR Holdings, Inc.
pursuant to the Stock Incentive P

Employment Agreement, dated July 13, 2007, betwe®R
Auction Services, Inc. (formerly KAR Holdings, Ih@nd
John Nordir

Amendment to Employment Agreement, dated August 14,
2007, between KAR Auction Services, Inc. (formdfgR
Holdings, Inc.) and John Nord

Letter Agreement dated as of December 3, 2008, dmiw
KAR Auction Services, Inc. (formerly KAR Holdingkc.),
AFC and Donald S. Gottwa

2007 Incentive Plan Executive Management of Instgan
Auto Auctions, Inc

Amended and Restated Employment Agreement, dated
April 2, 2001, between Thomas C. O'Brien and Inagea
Auto Auctions, Inc
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10.18~ Second Amended and Restated Limited Liability Conypa S-1/A 33315866t 10.2: 7/2/200¢
Agreement of KAR Holdings IlI, LLC, dated April 28007

10.19 Amendment to Second Amended and Restated Limitaiiility S-1/A 3334161907 10.23¢ 12/4/200¢
Company Agreement of KAR Holdings II, LL

10.20 Amended and Restated Limited Liability Company Agmnent of S-1/A  333-15866¢ 10.2¢ 7/2/200¢
Axle Holdings I, LLC, dated May 25, 20(

10.21 Amendment to the Amended and Restated S4  333-14884° 10.28  1/25/200¢
Limited Liability Company Agreement of Axle Holdiedl, LLC,
dated November 2, 20(

10.22 First Amendment to the Amended and Restated LiniteHility S4  333-14884° 10.2¢  1/25/200¢
Company Agreement of Axle Holdings Il, LLC, date@riA 20, 2007

10.23* 2007 Annual Incentive Program for KAR Auction Sees, Inc. S4  333-14884° 10.27  1/25/200¢
(formerly KAR Holdings, Inc.

10.24 Tax Sharing Agreement between ALLETE, Inc. and ABEBRC., S4  333-14884° 10.2¢  1/25/200¢
dated June 4, 20(

10.25* KAR Auction Services, Inc. (formerly KAR Holdingb)c.) Annual 10K  333-14884° 10.2¢  3/11/200¢
Incentive Prograr

10.26* Amendment to Thomas C. O'Brien Amended and Restated 10K 333414884 10.31 3/11/200!
Employment Agreement, dated
December 1, 2008, between Thomas C. O’Brien angrémge Auto
Auctions, Inc.

10.27* Form of Amendment to Conversion Stock Option Agreets, dated 10K  333-14884°  10.1C  3/11/200¢
February 19, 2009, between KAR Auction Services, (formerly
KAR Holdings, Inc.) and each of Thomas C. O’'Bri®avid R.
Montgomery, Donald J. Hermanek and Scott P. F

10.28" Amended and Restated Purchase and Sale S4 333414884° 10.3z 1/25/200¢

Agreement, dated May 31, 2002, between AFC Fun@ioigporation
and Automotive Finance Corporati
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10.29

10.30

10.317

10.32~

10.33*

10.34*

10.35"

10.36

10.37

Amendment No. 1 to Amended and Restated Purchat S4
Sale Agreement, dated June 15, 2004, between AFC

Funding Corporation and Automotive Finance

Corporation

Amendment No. 2 to Amended and Restated Purchat S4
Sale Agreement, dated January 18, 2007, between AFC

Funding Corporation and Automotive Finance

Corporation

Amendment No. 3 to Amended and Restated Purchat S4
Sale Agreement, dated April 20, 2007, between AFC

Funding Corporation and

Automotive Finance Corporatic

Third Amended and Restated Receivables Purchase S-1/A
Agreement, dated April 20, 2007, among AFC Funding
Corporation, Automotive Finance Corporation, Faywa

Finance Company, LLC, Monterey Funding LLC,

Deutsche Bank AG, New York Branch and BMO Capital

Markets Corp

2008 Annual Incentive Program for KAR Auction POS AN
Services, Inc

2008 Incentive Plan Corporate Management of Ingigan POS AN
Auto Auctions, Inc

Receivables Purchase Agreement, dated Februagi8, 10K
among KAR Auction Services, Inc., Automotive Financ
Canada Inc. and BNY Trust Company of Can

First Amendment to Credit Agreement, dated as of 8-K
June 10, 2009, between KAR Auction Services, Inc.

(formerly KAR Holdings, Inc.), as borrower, and the

lenders and other parties

signatory theret

Ground Lease, dated as of September 4, 2008, by and 8-K
between ADESA San Diego, LLC and First Industrid®.
(East 39 Acres at Otay Mesa, Califorr
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10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA San Diego, LLC and First Industrial L.P. (W88 Acre:
at Otay Mesa, Californie

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA California, LLC and ADESA San Diego, LLC aRdst
Industrial Pennsylvania, L.P. (Sacramento, Califr

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA California, LLC and First Industrial Pennsghia, L.P.
(Tracy, California)

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA Washington, LLC and First Industrial, L.P.u®urn,
Washington'

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA Texas, Inc. and First Industrial, L.P. (HarstTexas

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA California, LLC and First Industrial, L.P. (M Loma,
California)

Ground Lease, dated as of September 4, 2008, bhetacden
ADESA Florida, LLC and First Industrial Financingu®ership,
L.P. (Bradenton, Floride

Guaranty of Lease, dated as of September 4, 2008 db
between KAR Auction Services, Inc. (formerly KAR ings,
Inc.) and First Industrial L.P. (East 39 Acres &yOMesa,
California)

Guaranty of Lease, dated as of September 4, 2Q0&ndb
between KAR Auction Services, Inc. (formerly KAR ldings,
Inc.) and First Industrial L.P. (West 39 Acres ahyMesa,
California)

Guaranty of Lease, dated as of September 4, 2008 db
between KAR Auction Services, Inc. (formerly KAR ings,
Inc.) and First Industrial Pennsylvania, L.P. (Sacento,
California)

Guaranty of Lease, dated as of September 4, 20&ndb
between KAR Auction Services, Inc. (formerly KAR ings,
Inc.) and First Industrial Pennsylvania, L.P. (Wa€alifornia)
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10.49

10.50

10.51

10.52

10.53

10.54

10.557

10.56

Guaranty of Lease, dated as of September 4, 200&)d between
KAR Auction Services, Inc. (formerly KAR Holdingsjc.) and
First Industrial, L.P. (Auburn, Washingto

Guaranty of Lease, dated as of September 4, 2§08 d between
KAR Auction Services, Inc. (formerly KAR Holdingkjc.) and
First Industrial, L.P. (Houston, Texe

Guaranty of Lease, dated as of September 4, 200&)d between
KAR Auction Services, Inc. (formerly KAR Holdingsjc.) and
First Industrial, L.P. (Mira Loma, Californii

Guaranty of Lease, dated as of September 4, 2§08 d between
KAR Auction Services, Inc. (formerly KAR Holdingkjc.) and
First Industrial Financing Partnership, L.P. (Brata, Florida)

Ground Sublease, dated as of October 3, 2008, ¢hpeiween
ADESA Atlanta, LLC and First Industrial, L.P. (Faurn, Georgie

Guaranty of Lease, dated as of October 3, 2008nkybetween
KAR Auction Services, Inc. (formerly KAR Holdingsjc.) and
First Industrial, L.P. (Fairburn, Georgi

Amendment No. 3 to the Third Amended and RestaexkRable
Purchase Agreement, dated as of January 30, 29Ghcdamong
Automotive Finance Corporation, AFC Funding Corpiora
Fairway Finance Company, LLC, Monterey Funding LLC,
Deutsche Bank AG, New York Branch and BMO Capitalrkéts
Corp.

Second Amendment, dated October 23, 2009, to CAgpgléement
dated April 20, 2007, among KAR Auction Services;.|
(formerly KAR Holdings, Inc.), as borrower, KAR Hihgs I,
LLC, as guarantor, the several lenders from timgne parties
thereto, and the other parties named the
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8-K

10Q

10Q

10K

333-14884"

33314884

333-14884"

33314884"

333-14884"

333-14884"

33314884

33314884

10.1¢

10.1¢

10.1%

10.1¢

10.21

10.22

10.5¢

10.1

9/9/200¢

9/9/200¢

9/9/200¢

9/9/200¢

11/13/200:

11/13/200:

3/11/200¢

10/28/200



Table of Contents

Incorporated by Reference

Filing Filed

Exhibit No. Exhibit Description Form File No. Exhibit Dlzlate Herlewith

10.57 Form of Director Designation Agreeme S-1/A 333161907 10.61  11/30/200:

10.58* Form of KAR Auction Services, Inc. 2009 Omnibus&tand S8 333-16403: 10.z  12/24/200
Incentive Plar

10.59* Form of KAR Auction Services, Inc. Employee Stockéhase Pla S-8 33316403 10.2  12/24/200

10.60* Amendment No. 1 to KAR Auction Services, Inc. Enmygle Stock X
Purchase Plan dated as of March 31, Z

10.61* Amendment No. 2 to KAR Auction Services, Inc. Emyale Stock X
Purchase Plan dated as of April 1, 2I

10.62* KAR Auction Services, Inc. Directors Deferred Comgation Plan, X
effective December 10, 20(

10.63* Form of Director Restricted Share Agreem X

10.64* Form of Nonqualified Stock Option Agreems S-1/A 333161907 10.6t 12/4/200¢

10.65* Form of Restricted Share Agreem S-1/A 333161907 10.6¢ 12/4/200¢

31.1 Certification of Chief Executive Officer Pursuant$ection 302 of X
the Sarban«Oxley Act of 200z

31.2 Certification of Chief Financial Officer Pursuant$ection 302 of X
the Sarban«Oxley Act of 200z

32.1 Certification of Chief Executive Officer Pursuant$ection 906 of X
the Sarban«Oxley Act of 200z

32.2 Certification of Chief Financial Officer Pursuant$ection 906 of X

the Sarban«Oxley Act of 200z

~ Portions of this exhibit have been redacted purtsicaa request for confidential treatment filedaeypely with the Secretary of the
Securities and Exchange Commission pursuant to f6eunder the Securities Act of 1933, as amer

* Denotes management contract or compensation matract or arrangemer
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EXHIBIT 10.60

AMENDMENT NO. 1
TO THE
KAR AUCTION SERVICES, INC. EMPLOYEE STOCK PURCHASE PLAN

THIS AMENDMENT TO THE KAR AUCTION SERVICES, INC. EMLOYEE STOCK PURCHASE PLAN (this “Amendment”) is
made as of March 31, 2010.

WHEREAS, KAR Auction Services, Inc. (the “Companyiipintains the KAR Auction Services, Inc. Emplogteck Purchase Plan
(the “Plan™);

WHEREAS, the Company desires to amend the Plaatdsrsh below;
NOW, THEREFORE, the Plan is hereby amended aswsllo
1. The paragraph of Section 1.2 of the Planrb@gg with the words Exercise Date” is hereby amended by deleting the period follayvin
the words “the Committee,” and adding the followaiguse at the end thereof:
“, provided, however, that no Exercise Date witbpexct to a right to purchase shares of Common Stdkr the Plan shall be later than
5 years from the date such right was granted.”

2. Section 2.1 of the Plan is hereby amendedelsting the phrase “ ‘hours of service’ (as tleait is defined in the KAR Auction Services,
Inc. 401(k) Plan)” and replacing it with the phrdkeurs of service.”

3. Section 3.3 of the Plan is hereby deletdtsirntirety and replaced with the following:

“Notwithstanding any provisions of the Plan to ttmmtrary, no Employee shall be granted an optiateuthe Plan if, immediately after
the grant, such Employee’s right to purchase Com8toonk under all employee stock purchase planddfised in Section 423 of the
Code) of the Company and any related company watddue at a rate which exceeds the lesser of H)08D in Fair Market Value of
such Common Stock (determined at the time suchhpisecright is granted) for each calendar year iiclwduch purchase right would
outstanding at any time or (ii) 7,500 shares of @mm Stock per Option Period.”

4. Section 4.2 of the Plan is hereby amendeadolyng the following as the third sentence thereof:

“Notwithstanding anything to the contrary in thig, in any event, (i) the number of shares of Camr&tock that may be reserved for
purchase or purchased hereunder shall not exc86d,000 shares, and (ii) the Option Price per shlaadl not be less than eighty-five
percent (85%) of the Fair Market Value of such shar the Exercise Date of an Option Period.”

1



5. This Amendment shall be governed by, intagat@inder and construed in accordance with the tdwse State of Delaware without
regard to its conflicts of laws rules.

6. Except as modified by this Amendment, thenldahereby confirmed in all respects.

IN WITNESS WHEREOF, this Amendment has been dulscexed and delivered as of the date and the yesamifritten above.
KAR AUCTION SERVICES, INC

/sl JAamMESP. HALLETT

By: James P. Hallett
Title: Chief Executive Officer



EXHIBIT 10.61

AMENDMENT NO. 2
TO THE
KAR AUCTION SERVICES, INC. EMPLOYEE STOCK PURCHASE PLAN

WHEREAS, KAR Auction Services, Inc. (the “Companyiipintains the KAR Auction Services, Inc. Emplogteck Purchase Plan (the
“Plan”);

WHEREAS, the Company desires to amend the Plaatdsrsh below;

NOW, THEREFORE, the Plan is hereby amended, effecpril 1, 2010, as follows

1. The paragraph of Section 1.2 beginning the w"Exercise Dat’ is amended by adding to the end thereof the foligveientence
The Exercise Date constitutes the “date of grathefoption” for purposes of Section 423 of the €od

2. Section 3.3 is replaced in its entirety by thedwaiing:

Notwithstanding any provisions of the Plan to tbatcary, no Employee shall be granted an optioreuatite Plan if, immediately after
the grant, such Employee’s right to purchase Com8tock under all employee stock purchase planddfised in Section 423 of the
Code) of the Company and any related company wacddue at a rate which exceeds $25,000 in Fair éarklue of such Common
Stock (determined at the time such purchase riggtanted) for each calendar year in which suchhase right would be outstanding at
any time.

IN WITNESS WHEREOF , this Amendment has been duly executed and defivas of the date and the year first written above.

KAR AUCTION SERVICES, INC.

/sl JAMESP. HALLETT
By: James P. Hallett
Title: Chief Executive Officer




EXHIBIT 10.62

KAR AUCTION SERVICES, INC.
DIRECTORS DEFERRED COMPENSATION PLAN
(Effective December 10, 2009)



KAR AUCTION SERVICES, INC.
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KAR AUCTION SERVICES, INC.
DIRECTORS DEFERRED COMPENSATION PLAN
(Effective December 10, 2009)

ARTICLE |
INTRODUCTION

1.1. Purpose The purpose of the Plan is to promote the intereisthe Company and the stockholders of the Compa
providing non-employee Directors the opportunityl&der retainer fees and stock payments.

1.2. Effective Date The effective date of the Plan is December 10920

1.3. Type of Plan The Plan is intended to be an unfunded plan ofaqualified deferred compensation that meets thairements
of Code Section 409A. In the event that any provisif the Plan is inconsistent with Code Sectio®A@he applicable provisions of Code
Section 409A shall be deemed to automatically sgukr such inconsistent provision and the Plan bbealdministered to comply with Code
Section 409A.

ARTICLE Il
DEFINITIONS

Where used in the Plan, the following initially dapized words and terms shall have the meaningsiied below, unless the
context clearly indicates to the contrary:

2.1. " Account’ means the recordkeeping account establisheddtiministrator for each Participant to which Deébte
Compensation, and earnings thereon, are creditaddordance with Article VI of the Plan. An Accounday consist of one or more sub-
accounts established by the Administrator, as ddemeessary for efficient operation of the Plan.

2.2. “ Administrator’ means the Committee or such individuals or erd#gignated by the Committee to administer the.Plan

2.3. “ Affiliate " means an entity, more than fifty percent (50%jhaf total voting power of which is owned, direablyindirectly,
by the Company.

2.4. " Beneficiary’ means such person(s) or legal entity that isgfegied by a Participant under Section 8.9 to rece@nefits
hereunder after such Participant’s death.

2.5. “ Board’ means the board of directors of the Company.

2.6. “ Change in Contrdlmeans and shall be deemed to occur upon a Char@enership, a Change in Effective Control, or a
Change in Ownership of Substantial Assets. Forghipose




() A “Change in Ownershipimeans that a person or group (other than KAR Hgklih LLC or its affiliates) acquire
more than fifty percent (50%) of the aggregate ifi@@rket value or voting power of the capital stoEkhe Company,
including for this purpose capital stock previouabguired by such person or group; provigdbdwever, that a Change in
Ownership shall not be deemed to occur hereundat the time of any such acquisition, such pesogroup owns more
than fifty percent (50%) of the aggregate fair neankalue or voting power of the Company’s capitatk.

(i) A “Change in Effective Control” means that @)person or group (other than KAR Holdings Il, LbCits
affiliates) acquires (or has acquired during thenediately preceding twelve (12) month period endinghe date of the
most recent acquisition by such person or groupjesship of the capital stock of the Company possgdhirty percent
(30%) or more of the total voting power of the Camyp, or (b) a majority of the members of the Boafrthe Company is
replaced during any twelve (12) month period, whethy appointment or election, without endorsentgrd majority of
the members of the Board prior to the date of sygfointment or election.

(iii) A “Change in Ownership of Substantial Assets&ans that any person or group (other than KARIidgk II,
LLC or its affiliates) acquires (or has acquiredidg the immediately preceding twelve (12) monthigmt ending on the
date of the most recent acquisition) assets o€Cthapany with an aggregate gross fair market valumbless than forty
percent (40%) of the aggregate gross fair markielevaf the assets of the Company immediately gda@uch acquisition.
For this purpose, gross fair market value shallnrtba fair value of the affected assets determigiibut regard to any
liabilities associated with such assets.

The Board shall determine whether a Change in @bh&s occurred hereunder in a manner consistehttiné provisions of Code
Section 409A and the regulations and applicabldange promulgated thereunder.

2.7. " Code’ means the Internal Revenue Code of 1986, as aeaefndm time to time, and any regulations and apaplie
guidance promulgated thereunder. References iRldreto specific sections of the Code shall be @kt include any successor provisions
thereto.

2.8. “ Committe€ means any committee or subcommittee the Board mpgiat to administer the Plan, which, in the ditiore of
the Board, may consist of two or more persons, edgrhom is an “outside director” within the meagiof Code Section 162(m) and a “non-
employee director” within the meaning of Rule 16b-3

2.9. “ Company means KAR Auction Services, Inc., a Delaware cogtion.
2.10. “ Company Stockmeans the common stock of the Company, par V&g per share.

2.11. “ Deferrable Compensati®means one hundred percent (100%) of Fees thaldWmipayable to a Director during a Plan
Year but for the Director’s election to defer suferrable Compensation on his or her Election Foraccordance with Article 1V of this
Plan.




2.12. “ Director” means a director on the Board who is not an Egg#o

2.13. “ Election Forni means such document(s) or form(s), which mayleet®nic, as prescribed and made available frome ti
to time by the Administrator, whereby a Directora@ls in the Plan as a Participant, elects to dBfefierrable Compensation pursuant to
Article 1V of this Plan, and/or makes investmerdations pursuant to Section 6.2 of the Plan.

2.14. * Employeé means a common law employee of the Company dxflmte.

2.15. “ ERISA” means the Employee Retirement Income SecurityofAd974, as amended.

2.16. “ Fair Market Valué as of a particular date shall mean the fair mavisdue of a share of Company Stock as determiged b
the Administrator in its sole discretion; provideldowever, that (i) if the Company Stock is admitted to tregdon a national securities
exchange, the fair market value of a share of Comp@ock on any date shall be the closing saleepgported for such share on such
exchange on such date or, if no sale was reportelich date, on the last day preceding such datéharh a sale was reported, or (ii) if the
shares of Company Stock are not then listed oiN#ve York Stock Exchange, the average of the highexirted bid and lowest reported
asked prices for the shares of Company Stock astezbby the National Association of Securities IBesg Inc. Automated Quotations Sysil
for the last preceding date on which there wadeaafasuch stock in such market, or (iii) if theasbs of Company Stock are not then listed on
a national securities exchange or traded in an-the=counter market or the value of such sharasti@therwise determinable, such value as
determined by the Committee in good faith and icoadance with Code Section 409A.

2.17. " Fees means the retainer fees payable by the Compathet®irector with respect to his or her servicelon Board,
including both fees payable in cash and fees payialdhares of Company Stock (* Stock Paymé&nts

2.18. “ Installment Paymeritmeans a series of substantially equal annual paysnof the Participant’s Account paid over a pgkrio
ranging from two (2) whole years to ten (10) whgdars, as elected by the Participant, commencing e applicable payment date under
the plan. For purposes of Section 4.5, an InstaitrRayment is treated as a single payment.

2.19. “ Lump Sum Paymefitmeans a single sum distribution of the entireueadf a Participant’s Account.

2.20. “ Participant means any eligible Director who defers DeferraBtampensation to this Plan by filing an ElectionrR@nd
for whom an Account is maintained under the Plan.

2.21. “ Plan” means the KAR Auction Services, Inc. Directord&eed Compensation Plan.
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2.22. “ Plan Yeal means the calendar year.

2.23. “ Specified Employetmeans a Participant who is determined to be ac#igd employee” within the meaning of Code
Section 409A with respect to a Termination fromv8sr occurring in any twelve (12) month period coemoing on April 1 based on the
Participant’s compensation with the Employer, dnée in Code Section 416(i)(1)(D), and his or bitus at the end of the immediately
preceding Plan Year. For purposes of determiningtirdr a Participant is classified as a SpecifieghlByee, compensation from a
nonresident alien’s gross income under Sections(c}42(g)(5)(ii) on account of the location of thervices or the identify of an Employer
that is not effectively connected with the condofca trade or business within the United Statedl bleaexcluded.

2.24. “ Termination from Servicemeans the date the Participant ceases to beegtdiron account of a voluntary or involuntary
separation from service, within the meaning of C8detion 409A, with the Board for any reason.

2.25. * Unforeseeable Emergericgneans with respect to a Participant, his or Ipeuse, dependents (as defined in Code
Section 152, without regard to Sections 152(b)Yti))2), and (d)(1)(B)) or Beneficiary, a non-reimgable severe financial hardship
attributable to (i) a sudden and unexpected illmeseccident or (ii) funeral expenses, and alsonms®dth respect to the Participant (A) a
property loss due to casualty that is not otherwmeered by insurance, (B) imminent foreclosureaction from the Participant’s primary
residence, or (C) a similar extraordinary and uegeeable circumstance beyond the control of thiicipant, as determined by the
Administrator. For purposes of this Plan, the passhof a home and the payment of college tuitiemat Unforeseeable Emergencies.

ARTICLE Il
PARTICIPATION BY DIRECTORS

3.1. Participation Participation in this Plan is voluntary and isilied to eligible Directors who file Election Forrnmsaccordance
with Article IV.

3.2. Cessation of Participatio®\ Director shall remain eligible to file defermllections under the Plan until the earlier oft{g
date the Administrator informs the Director thatdneshe is no longer eligible to participate in Blan, i.e., “Ineligible Status,” or (ii) the date
such Director incurs a Termination from Service.

3.3. Ineligible Statuslf the Administrator determines that a Directastineligible Status,” effective as of the datesoth
determination, said ineligible Director shall noder be eligible to file deferral elections unde Plan. The Account of an ineligible Director
shall be paid in accordance with Sections 5.1 aBdbthe Plan, except to the extent all or pauwath Account is eligible for distribution of
accelerated payment as permitted in Sections 3135 ah



ARTICLE IV
PARTICIPANT DEFERRALS

4.1. Deferral Elections General A Participant’s deferral election for a Plan Yésairrevocable for such Plan Year except to the
extent a cessation of deferrals hereunder is reduinder Section 4.4. Amounts deferred under thae tall not be distributed to a Particip
except as expressly provided in Article V or aseottise permitted under Code Section 409A. A defelection hereunder shall be made on
an Election Form and comply with the applicableuisgments of this Article 1V. A Participant’s irgti deferral election under the Plan shall
designate the amount of Deferrable Compensatidrigheeing deferred and the form of distributios fermitted in Section 5.2(a)). A
Participant’s deferral election shall remain ireetfunder the Plan until it is terminated by ogerabf the Plan or changed by the Participant
in accordance with Section 4.3 herein. The Admiatet may establish procedures for deferral elestis it deems necessary to comply with
the requirements of this Article IV and Code Setd@9A.

4.2. First Year of Eligibility. Notwithstanding the timing requirements of Settid.3 and 4.4, a Director may elect to defer
Deferrable Compensation by completing and execwtim&lection Form that specifies the amount orgrelage of compensation to be
deferred within the thirty (30) day period immedigtfollowing the date he or she first becomes i@€br; providedhat the compensation
being deferred relates to services performed #itedate of such election.

4.3. Cessation of Deferral of Cash Fees and StagknEent FeesA Director may elect to suspend or revoke a pififierral of Fee
payable for services performed during a subsedglamt Year by completing and executing an ElectiomFthat specifies the amount or
percentage of Fees to be deferred and filing i wie Administrator before expiration of the elentperiod established by the Administrator,
which period shall end no later than December 3heftalendar year immediately preceding such Péar.

4.4. Unforeseeable Emergenefessation of Deferral Electiond o the extent provided for under Code SectionA4@0
Participant’s deferral election(s) in effect untle Plan for a Plan Year in which a Participargrented an Unforeseeable Emergency
distribution in accordance with Section 5.3(b) loémmay be terminated by the Administrator, effeetas soon as practicable following the
grant of such emergency distribution. If a Particips deferral elections under the Plan are tertachin accordance with the foregoing
sentence, such Participant shall be ineligible axendeferrals of compensation to the Plan for thé63 month period following his or her
receipt of the emergency distribution. Subjechi® foregoing six (6) month limitation, the Partaiph may make new deferral elections for
Deferrable Compensation payable in subsequent¥ans in accordance with this Article 1V.

4.5. Changes to Form of Payme#t Participant shall be permitted a one-time étecto change the form of payment relating to
the distribution of his or her Account to the extparmitted by the Administrator and in accordawith the requirements of Code
Section 409A(a)(4)(C), including the requiremeiiat tsuch redeferral election (a) may not take effatl at least twelve (12) months after
such redeferral election is filed with the Adminggor; (b) must result in the first distributionlgect to the redeferral election being made at
least five (5) years after the Termination fromv&as; and (c) must be filed with the Administrasdrieast twelve (12) months before such
Termination from Service.




ARTICLE V
DISTRIBUTIONS

5.1. Time of Payment

(a) A Participant’s Account shall be distributedsasn as administratively possible following thetiegant’s Termination
from Service, but no later than thirty (30) dayeathe last day of the calendar month in whichRhaeticipant’s Termination from Service
occurs.

(b) Notwithstanding the foregoing, with respecat8pecified Employee, a payment upon TerminatiomfService shall
not be made earlier than the date that is at Ea$6) months after the date of such Specified Byge’s Termination from Service.

5.2. Form of Payment

(a) Except as otherwise provided under the Plé&aréicipant’s Account shall be paid as a Lump Saynfent or an
Installment Payment, as elected by the Participaritis or her Election Form.

(b) In the absence of Participant’s election ahéoform of payment, as permitted under subse¢tpabove, a
Participant’s Account shall be distributed in toenfi of a Lump Sum Payment.

(c) Deferral of Stock Payments shall be paid onlghares of Company Stock.

5.3. Permissible DistributiondNo distribution under the Plan shall be permitt&dept as set forth in this Section 5.3 or as
otherwise permitted under the Plan and Code Sedt8h(a)(2).

(a) Change in ControlNotwithstanding any provision of the Plan or Rgpaint Election Form to the contrary, a Participan
who incurs a Termination from Service within theot(2) year period immediately following a ChangeCiontrol shall receive a Lump Sum
Payment of his or her Account within thirty (30)yddollowing the date of such Termination from Seev

(b) Unforeseeable Emergencif a Participant experiences an Unforeseeablergemey, such Participant shall be permi
to withdraw all or a portion of his or her Accountthe form of an immediate single-sum paymentjesttiio the limitations set forth below:

(i) A request for withdrawal shall be made to then#inistrator in writing and shall set forth theatimstances
surrounding the Unforeseeable Emergency. As a tondif and part of such request, the Participant
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shall provide to the Administrator his or her waittrepresentation that (A) the emergency cannetlimved by insurance
other reimbursement reasonably available to theédfzant, (B) the emergency can only be relieveditpyidation of the
Participant’'s assets and any such liquidation witsklf result in severe damage or injury to thetiBipant, (C) the
Participant has no reasonable borrowing capacitglieve the emergency, and (D) the emergency ddincelieved by
cessation of the Participant’s deferrals undefPda®. The Administrator shall be entitled to reqsesh additional
information as may be reasonably required to daeteywhether an Unforeseeable Emergency existseaaitiount of the
emergency, and may establish additional conditiyasedent to the review or granting of a requeasafaithdrawal on
account of an Unforeseeable Emergency.

(ii) If the Administrator determines that an Unfse@able Emergency exists, the Administrator shaiaize the
immediate distribution of the amount required tcetrtbe financial need created by such Unforesedzahlergency,
including any taxes payable on such amount, andgifired, the cessation of the Participant’s aafsito the Plan as
permitted in Section 4.5.

(c) Death Distribution Notwithstanding any provision of the Plan or Rfpant Election Form to the contrary, in the event
of a Participant’s death before the complete distion of his or her Account, the distribution ofch Participant’s Account shall be made in a
Lump Sum Payment to the Participant’s Beneficiaithiw sixty (60) days after the date of death.

5.4. Permissible Acceleration of Payments. No &ragibn of time or schedule of payments under tha Bhall be permitted
except as set forth in this Section 5.4 or as etlserpermitted under the Plan and Code Section ¢)%3).

(a) Distribution for Taxes The Plan may accelerate payment of all or paat Barticipant’s Account to pay or withhold
state, local, or foreign tax obligations; taxes @®@d under the Federal Insurance Contribution®Attie Railroad Retirement Act; and any
related federal income tax thereon, arising froRagticipant’s participation in the Plan. Such pagtref withholding must be limited to the
amount necessary to fulfill such tax obligation.

(b) Small PaymentNotwithstanding any provision of the Plan to tdoatrary, if the total value of a Participant’'s Acait
or death benefit payable hereunder is not grehter the applicable dollar amount under Code Sedi@{g)(1)(B), and the Participant is not
entitled to a benefit from any other plan thateguired to be aggregated with this Plan pursuamtdéasury Regulation Section 1.409A-1(c)
(2), the Administrator may distribute such amouwrthte Participant or Beneficiary in the form of anhp Sum Payment.

(c) Income Inclusion under 409ANotwithstanding any provision of the Plan to taatrary, in the event that the plan fails
to meet the requirements of Code Section 409AAtmainistrator may distribute to Participants thetmm of their Accounts that is required
to be included in income as a result of such failur




5.5. Permissible Delay of Paymerithe Administrator may delay payment to a daterdfie designated payment date pursuant to
any of the following circumstances; providéhdt payments to similarly situated Participanesraade on a reasonably consistent basis.

(a) Payments That Would Violate Federal Securltess or Other Applicable LawA payment may be delayed where the
Administrator reasonably anticipates that the mgkihthe payment will violate federal securitiea$aor other applicable law; providéhat
the payment is made at the earliest date at whigl\tiministrator reasonably anticipates that th&ingpof the payment will not cause such
violation. For purposes of this Section 5.5(a), iteking of a payment that would cause inclusiogrss income or the application of any
penalty provision or other provision of the Codeds treated as a violation of applicable law.

5.6. Payment Deemed TimehA payment shall be treated as made upon thesgaigfied under the Plan under the following
circumstances:

(a) If the payment is made at such date or a t&ttr within the same calendar year or, if laterthgy/fifteenth (15th) day of
the third calendar month following the date specifunder the Plan.

(b) If calculation of the amount of the paymenhdd administratively practicable due to events ‘to&y the control” of the
Participant, or the ParticipastBeneficiary (as such phrase is defined under Ged¢ion 409A), the payment will be treated as maut the
date specified under the Plan if the payment isexthding the first calendar year in which the cklttan of the amount of the payment is
administratively practicable.

(c) If the Company fails to make a payment, in véhat in part, as of the date specified under tlha Rdither intentionally
or unintentionally, the payment will be treatedh@sde upon the date specified under the Planftifi¢Participant accepts the portion (if any)
of the payment that the Company is willing to mékeless such acceptance will result in a relinquisht of the claim to all or part of the
remaining amount), (ii) the Participant files claipursuant to Sections 8.6 and 8.7 herein to ddiecunpaid portion of the payment, and
(iii) any further payment (including payment ofes$er amount that satisfies the Compsumligation to make the entire payment) is mad
later than the end of the first calendar year iictvithe Company and the Participant enter intayallg binding settlement of such dispute,
Company concedes that the amount is payable, @ahgpany is required to make such payment purdoamfinal and nonappealable
judgment or other binding decisic

5.7. Valuation of DistributionsAll distributions under this Plan shall be basgdn a daily valuation of the Participant’s Account
or, where applicable, the Fair Market Value of shares of Company Stock that relate to the StogknBats deferred under the Participant’s
Account, as determined by the Administrator.




ARTICLE VI
ACCOUNTS

6.1. Account The Administrator shall establish and maintamcause to be established and maintained, a sepatabunt for
each Participant hereunder who executes an eleutitiuant to Article IV. Each such Participant'S®eable Compensation deferred
pursuant to an Election Form under Article 1V shmdlseparately accounted for and credited withiegsror dividends, as applicable, for
recordkeeping purposes only, to his or her AccoirRarticipant’s Account shall be solely for therpoases of measuring the amounts to be
paid under the Plan. Except as provided in Artille the Company shall not be required to fund ecigre a Participarg’Account in any way
the Company'’s obligation to Participants hereurmng purely contractual.

6.2. Crediting of Earnings on NeBtock CompensationExcept as provided in Section 6.3, a Participaay hypothetically invest
his Account in one or more investment alternativesle available by the Administrator, and earningssses thereon shall be credited to the
Participant’s Account in accordance with the vahuaprocedures under such investment alternatiMes.Participant shall make his or her
investment elections, and changes thereto, onecti&h Form in accordance with procedures estaddidly the Administrator. Unless the
Administrator determines otherwise, the investnadtetrnatives available under the Plan shall mitmeralternatives that are made available
under the Code Section 401(k) plan sponsored bZtmpany.

6.3. Crediting of Earnings on Deferred Stock Pawisiefihe portion of a Participant's Account attributato deferral of Stock
Payments shall be deemed invested solely in stpeikalent units of Company Stock, shall be denomeitian numbers of stock units, and
shall be valued at any time as the stock equivaleits are credited to such Account multiplied by thenFair Market Value of the Compa
Stock. Whenever a dividend is declared and payabl@ompany Stock, the number of such stock equitaieits in the Participard’Accoun
shall be increased by the following calculations:

(i) the number of units in the Participant’s Accburultiplied by any cash dividend declared by tlepany on a
share of Company Stock, divided by the Fair Makkatie determined as of the related dividend payrdatd; and/or

(i) the number of units in the Participant's Acobwn the related dividend payment date multipbgdany stock
dividend declared by the Company on a share of GomStock.

In the event of any change in the number or kindui$tanding shares of Company Stock, includinpekssplit or splits
(other than a stock dividend as provided abovegmoropriate adjustment shall be made in the numbenits credited to the Participant’s
Account.

6.4. Statement of AccounfAs soon as practicable after the end of each Péam (and at such additional times as the Adnritisi
may determine), the Administrator shall furnishleRarticipant with a statement of the balance teddb the Participant’s Account.

6.5. Vesting A Participant is always one hundred percent (10@8éted in his or her Account.
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ARTICLE VII
FUNDING AND PARTICIPANTS ' INTEREST

7.1. Plan UnfundedThis Plan shall at all times be considered elgtiwafunded for both federal and state income tasppses and
for purposes of Title | of ERISA, and no trust $h created by or for the Plan. The creditingaoleParticipant’s Account shall be made
through recordkeeping entries. No actual fundsl ffeaset aside; providgchowever, that nothing herein shall prevent the Compangnfro
establishing one or more grantor trusts that nfeetéquirements of IRS Revenue Procedure 92-64 vbivh benefits due under this Plan
may be paid in certain instances.

7.2. Establishment of Grantor TrudWithin fifteen (15) days following a Change ini@ml, the Company shall establish, if not
already established, under the Plan a grantorttnasimeets the requirements of IRS Revenue Proe@f164, and shall transfer assets to
such trust in amounts sufficient to fully fund tRkn’s aggregate liability with respect to the Agets under the Plan on and after the date of
the Change in Control.

7.3. Participantsinterest in Plan Notwithstanding Section 7.2 or any other prowisod the Plan, a Participant has an interest only
in the value of the amount credited to his or hecdunt and has no rights or interests in the sjpaoifestment funds, stock, or securities in
which his or her Account is hypothetically investettler the Plan. All distributions shall be paidtbg Company from its general assets and a
Participant (or his or her Beneficiary) shall halve rights of a general, unsecured creditor ag#iresCompany for any distributions due
hereunder. The Plan constitutes a mere promiseebZbmpany to make benefit payments in the future.

ARTICLE VIII
ADMINISTRATION AND INTERPRETATION

8.1. Administration The Administrator shall be in charge of the ollayperation and administration of this Plan. The
Administrator has, to the extent appropriate anaddition to the powers described elsewhere inRkas, full discretionary authority to
construe and interpret the terms and provisiorth@Plan; to adopt, alter and repeal administratiles, guidelines and practices governing
the Plan; to perform all acts, including the detagaof its administrative responsibilities to aslwis or other persons who may or may not be
Employees; and to rely upon the information or apis of legal counselor experts selected to readeice with respect to the Plan, as it shall
deem advisable, with respect to the administratiathe Plan.

8.2. Interpretation The Administrator may take any action, correct defect, supply any omission or reconcile any irsistency
in the Plan, or in any election hereunder, in tlener and to the extent it shall deem necessargrty the Plan into effect or to carry out the
Company’s purposes in adopting the Plan. Any decjsnterpretation or other action made or takegdad faith by or at the direction of the
Company or the Administrator arising out of or @noection with the Plan, shall be within the absohlliscretion of each of them, and sha
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final, binding and conclusive on the Company, alh@articipants and Beneficiaries and their respedbeirs, executors, administrators,
successors and assigns. The Administrator’s detetions hereunder need not be uniform, and maydserselectively among Directors,
whether or not they are similarly situated.

8.3. Records and Report$he Administrator shall keep a record of procegsdiand actions and shall maintain or cause to be
maintained all such books of account, records,ahdr data as shall be necessary for the propemné&ration of the Plan. Such records shall
contain all relevant data pertaining to individ®alrticipants and their rights under this Plan. Adeinistrator shall have the duty to carry i
effect all rights or benefits provided hereundethi®m extent assets of the Company are properlyadlai

8.4. Payment of Expense$he Company shall bear all expenses incurredhéyAtiministrator in administering this Plan.

8.5. Indemnification for Liability The Company shall indemnify the Committee, thendrdstrator and the Employees to whom
administrative duties have been delegated undePiain, against any and all claims, losses, damagpenses and liabilities arising from
their responsibilities in connection with this Plamless the same is determined to be due to gezdigyence or willful misconduct.

8.6. Claims ProcedureWithin ninety (90) days following the date payrmemas due in accordance with the terms of the Rlamn,
Participant or the Participant’s duly authorizegresentative (hereinafter, the “ claim&ntay file a written request for payment with the
Administrator. If a claim for benefits under theRlis denied in whole or in part, the claimant wélteive written notification within fortfive
(45) days following the date of such written requ&be notification will include specific reasor® the denial, specific reference to pertinent
provisions of this Plan, a description of any aiddial material or information necessary to prodassclaim and why such material or
information is necessary, and an explanation otthiens review procedure. To the extent a Partitip@reunder is a claimant and serves as
an Administrator, he or she shall not participatamy determination relating to his or her claimg ¢he Administrator or the Company may
appoint an independent individual to take the plafceuch Participant for purposes of making suder&nation.

8.7. Review ProcedureNo later than one hundred and eighty (180) dalys\fing the date payment was due under the Phen, t
claimant may file a written request with the Admsinator for a review of his denied claim. The claimhmay review pertinent documents that
were used in processing his claim, submit pertidestiments, and address issues and comments ingatdtthe Administrator. The
Administrator will notify the claimant of his or h&nal decision in writing. In his or her responsie Administrator will explain the reason
for the decision, with specific references to peit Plan provisions on which the decision was thabe the extent a Participant hereunder is
a claimant requesting a review and serves as arrstnator, he or she shall not participate in deyermination relating to the review, and
the Administrator or the Company may appoint arepehdent individual to take the place of such Bigeht for purposes of making such
determination.
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8.8. Legal Claims In no event may a claimant commence legal adbobenefits the claimant believes are due thar@ait until
the claimant has exhausted all of the remedieparckdures afforded the claimant by this Articlél Mo such legal action may be
commenced more than two (2) years after the datteeofdministrator’s final review decision, desetbin Section 8.7 above.

8.9. Patrticipant and Beneficiary InformatioBach Participant shall keep the Administratooinfed of his or her current address
and the current address of his or her designateefficeary or beneficiaries. A Participant may fréime to time change his designated
Beneficiary without the consent of such Beneficiapfiling a new designation in writing with the Adnistrator. If no Beneficiary
designation is in effect at the time of the Papicit’'s death, or if the designated Beneficiary issing or has predeceased the Participant,
distribution shall be made to the Participant’s/ating spouse, or if none, to his surviving childnger stirpes, and if none, to his estate. The
Administrator shall not be obligated to searchdny person. If such person is not located withie () year after the date on which payment
of the Participant’s death benefit is payable underPlan, payment shall be made to the Participantate.

ARTICLE IX
AMENDMENT AND TERMINATION

9.1. Amendment The Board shall have the right, at any time,nteead the Plan or discontinue deferrals under taa Pl whole or
in part; providedhat such amendment or termination complies witdeC8ection 409A and does not adversely affectitine of any
Participant or Beneficiary to a benefit or paymén¢ under the Plan. The Administrator has the aityhevithout Board approval, to amend
the Plan to comply with the requirements of CodetiSe 409A, modify the amount or type of compermathat qualifies as Deferrable
Compensation, modify the classes of individualgilele to participate in the Plan, and to changerkestment alternatives offered under the
Plan. In addition, the Administrator may make sabhnges to the Plan’s operation and administratsoih deems to be in the best interest of
the Plan.

9.2. Termination of PlanThe Board may take action to provide for the Bare¢ion of the time and form of a payment, or a
payment hereunder, where the acceleration of thmeat is made pursuant to a termination and ligiodaof the Plan in accordance with ¢
of the following:

(&) The termination and liquidation of the Planguamt to an irrevocable action taken within thetyni30) days preceding
or the twelve (12) months following a Change in €oly providedthat all agreements, methods, programs, and othergements sponsored
by the Company or a participating Affiliate immetaily after the Change in Control event with respgeathich deferrals of compensation
that, together with the Plan, are treated as desplgn for purposes of Treasury Regulation Sectidi®9A-1(c)(2) (the “ Aggregated Plaf)s
are terminated and liquidated with respect to datticipant that experienced the Change in Coetreht, so that under the terms of the
termination and liquidation, all such Participaate required to receive all amounts of compensatadarred under the terminated Aggreg:
Plans within twelve (12) months of the date ofithevocable action taken to terminate and liquidateh Aggregated Plans.

12



(b) The termination and liquidation of the Planhiittwelve (12) months of a corporate dissolutibthe Company that is
taxed under Code Section 331, or approved by arbptdy court pursuant to 11 U.S.C. Section 503t providedthat the amounts
deferred under the Plan are included in the Ppetids’ gross incomes in the latest of the followyegrs (or, if earlier, the taxable year in
which the amount is actually or constructively iged):

(i) The calendar year in which Plan termination &qdidation occurs;
(i) The first calendar year in which the amounh@longer subject to a substantial risk of forfedt or
(iii) The first calendar year in which the payménadministratively practicable.

(c) The termination and liquidation of the Plan,andt

(i) Such termination and liquidation does not ogotoximate to a downturn in the financial healthited Company or
the Affiliate, as applicable;

(il) To the extent the same Participant had defewhcompensation thereunder, all Aggregated Pdaadikewise
terminated and liquidated;

(iii) No payments in liquidation of the Plan are aeawithin twelve (12) months of the date the irreadole action is
taken to terminate and liquidate the Plan, othan thayments that would be payable under the tefriedlan if the actio
to terminate and liquidate the Plan had not ocdjrre

(iv) All payments are made within twenty-four (2#ipnths of the date the irrevocable action is takeerminate and
liquidate the Plan; and

(v) The Company and Affiliate, as applicable, dnesadopt a new plan that would be aggregated thélPlan if the
Participant participated in both plans, at any timighin three (3) years following the date the wweable action is taken to
terminate and liquidate the Plan.

(d) Any other termination and liquidation eventttisapermissible under Code Section 409A.

ARTICLE X
MISCELLANEOUS PROVISIONS

10.1. Right of Company to Take Action¥he adoption and maintenance of this Plan slwtlba deemed to constitute a contract
between the Company and a Director, or to be a
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consideration for, nor an inducement or conditifrtiee employment of any person. Nothing hereintaimed, or any action taken hereunder,
shall be deemed to give a Director the right todiained in the service of the Board or to interferth the right of the Board to discharge the
Director at any time, nor shall it be deemed teegdivthe Board the right to require the Directoremmain in its employ, nor shall it interfere
with the Directors right to terminate his or her service at any tiNething in this Plan shall prevent the Compamyrframending, modifying
or terminating any other benefit plan.

10.2. Alienation or Assignment of BenefitExcept as otherwise provided under the PlanrcRent’s rights and interest under
the Plan shall not be assigned or transferred éxaseptherwise provided herein, and the Particigaights to benefit payments under the |
shall not be subject to alienation, pledge or gdmmient by or on behalf of creditors (including bebreneficiaries, or dependents) of the
Participant or of a Beneficiary.

10.3._ Compans Protection By execution of an Election Form, each Partictmnall be deemed to have agreed to cooperate with
the Company by furnishing any and all informatieasonably requested by the Administrator in orddatilitate the payment of benefits
hereunder.

10.4. Construction All legal questions pertaining to the Plan shalldetermined in accordance with the laws of tla¢eSif
Delaware, to the extent such laws are not supedseg&RISA or any other federal law.

10.5. Headings The headings of the Articles and Sections of Bi@n are for reference only. In the event of dlarirbetween a
heading and the contents of an Article or Sectioa,contents of the Article or Section shall cohtro

10.6. Number and GendeYhenever any words used herein are in the sinfoien, they shall be construed as though they were
also used in the plural form in all cases wherg thieuld so apply, and references to the male gesiut be construed as applicable to the
female gender where applicable, and vice versa.

10.7. Right to Withhold To the extent required by law in effect at thedtia distribution is made from the Plan, the Comparits
agents shall have the right to withhold or dedtminfany distributions or payments any taxes requioebe withheld by federal, state or local
governments.
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EXHIBIT 10.63

KAR AUCTION SERVICES, INC.
FORM OF DIRECTOR RESTRICTED SHARE AGREEMENT

This Agreement (this Agreement”) is entered into as of , by and between KAR Auction Services, Inc., a Belae
corporation (the ‘Company”), and (the “Participant "), pursuant to the KAR Auction Services, Inc. 2008nibus Stock and
Incentive Plan, as in effect and as amended froma to time (the ‘Plan ). Capitalized terms that are not defined herdiallshave the
meanings given to such terms in the Plan.

1. Grant of Restricted Share$he Company hereby grants to the Participant  Shares (such shares, thBéstricted Shares’),
subject to all of the terms and conditions of thigeement and the Plan.

2. Lapse of Restrictions

(a) General Subject to the provisions set forth below, theretions on Transfer set forth in Section 8 hésdmll lapse with
respect to the number of Restricted Shares speddieeach date set forth below under the colunpticaed “Vesting Date”dach such date
“ Vesting Date”) as follows:

Portion of
Vesting Date Restricted Shares Vesting

subject in each case to the continued servicesoPHrticipant with the Company or a Subsidianh@itas a member of its board of directors
or as an employee) from the date hereof throughetlesant Vesting Date.

(b) Following Certain Terminations of ServicElpon termination of the Participant’s servicehwthe Company or a Subsidiary for any
reason (including the death or Disability of thetlegant), any Restricted Shares in respect ofchvtiine restrictions described in this
Section 2 shall not already have lapsed shall meddiately forfeited by the Participant and transférto, and reacquired by, the Company
without consideration of any kind and neither tlagtieipant nor any of the Participant’s succesduoes’s, assigns, or personal representatives
shall thereafter have any further rights or intey@s such Restricted Shares

3. Adjustments Pursuant to Section 5 of the Plan, in the evéat@hange in Capitalization, the Administratorlshske such equitab
changes or adjustments as it deems necessary rmpaippe to the number and kind of securities deoproperty (including cash) issued or
issuable in respect of outstanding Restricted Share

4. Legend on CertificatesThe Participant agrees that any certificate id$aeRestricted Shares (or, if applicable, anykoentry
statement issued for Restrict




Shares) prior to the lapse of any outstandingictisins relating thereto shall bear the followiegénd (in addition to any other legend or
legends required under applicable federal and staterities laws):

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SURJT TO CERTAIN RESTRICTIONS UPON TRANSFER AND
RIGHTS OF REPURCHASE (THE “RESTRICTIONSAS SET FORTH IN THE KAR AUCTION SERVICES, INC. 20@MNIBUS
STOCK AND INCENTIVE PLAN AND THE RESTRICTED SHARE GREEMENT ENTERED INTO BETWEEN THE
REGISTERED OWNER AND KAR AUCTION SERVICES, INC., ®IES OF WHICH ARE ON FILE WITH THE SECRETARY C
KAR AUCTION SERVICES, INC. ANY ATTEMPT TO DISPOSERTHESE SHARES IN CONTRAVENTION OF SUCH
RESTRICTIONS, INCLUDING BY WAY OF SALE, ASSIGNMENTTRANSFER, PLEDGE, HYPOTHECATION OR
OTHERWISE, SHALL BE NULL AND VOID AND WITHOUT EFFEC AND SHALL RESULT IN THE FORFEITURE OF SUCH
SHARES AS PROVIDED BY SUCH PLAN AND AGREEMENT.

5. Certain ChangesThe Administrator may accelerate the date on tie restrictions on Transfer set forth in Sec8dmrereof shall
lapse or otherwise adjust any of the terms of testitted Shares; provided that, subject to Sestioand 12 of the Plan, no action under this
Section 5 shall adversely affect the Participanghkts under this Agreement.

6. Notices. All notices or other communications required ermitted under this Agreement shall be made inimgiiand shall be
deemed given if delivered personally or sent byonaily recognized overnight courier service. Amtioe or other communication shall be
deemed given on the date of delivery, or on the dat (1) business day after it shall have beesngio a nationally-recognized overnight
courier service. All such notices or communicatishall be delivered to the recipient at the adéressdicated below:

To the Company:

KAR Auction Services, Inc.

13085 Hamilton Crossing Boulevard
Carmel, Indiana 46032

Attention: General Counsel

Fax: (317) 249-4518

To the Participant:

at the address as it appears in the Company’s bauksecords or at such other place as the Pauticghall have designated by
notice as herein provided to the Compe



7. Securities Laws Requirementshe Company shall not be obligated to issue Sharéhe Participant free of the restrictive legend
described in Section 4 hereof or of any other igste legend, if such transfer, in the opinioncouinsel for the Company, would violate the
Securities Act of 1933, as amended, or any ottaartd or state statutes having similar requiremtrasmay be in effect at the relevant time.

8. Protections Against Violations of Agreemehintil such time as the Restricted Shares arg fidbted in accordance with Section 2
hereof, no purported sale, assignment, mortgagmthgcation, transfer, charge, pledge, encumbrajiftetransfer in trust (voting or other)
other disposition of, or creation of a securityeneist in or lien on, any of the Restricted Shareng agreement or commitment to do any of
the foregoing (each, aTransfer ") by any holder thereof in violation of the proies of this Agreement will be valid, except witretprior
written consent of the Board, which consent magtaated or withheld in the sole discretion of sBdard. Any purported Transfer of
Restricted Shares or any economic benefit or intéherein in violation of this Agreement shallrodl and voidab initio , and shall not crea
any obligation or liability of the Company, and gusrson purportedly acquiring any Restricted Sharesy economic benefit or interest
therein transferred in violation of this Agreemshall not be entitled to be recognized as a halfisuch Shares. In addition, unless the
Administrator determines otherwise, upon any attexhfransfer of Restricted Shares or any rightespect of Restricted Shares, before the
vesting thereof, such Restricted Shares, and #fieofights related thereto, shall be immediateljeited by the Participant and transferred to,
and reacquired by, the Company without considanaifaany kind.

9. Taxes The Participant understands that he (and noCtdmpany) shall be responsible for any tax liabilitgt may arise as a result of
the transactions contemplated by this Agreemerd. Fdticipant shall promptly notify the Companyaaofy election made pursuant to
Section 83(b) of the Code.

THE PARTICIPANT ACKNOWLEDGES THAT IT IS THE PARTIGRANT'S SOLE RESPONSIBILITY, AND NOT THE
COMPANY'’S, TO FILE TIMELY THE ELECTION UNDER SECTI® 83(b) OF THE CODE, EVEN IF THE PARTICIPANT REQUES
THE COMPANY OR ITS REPRESENTATIVE TO ASSIST THE PARCIPANT IN MAKING THIS FILING.

The Participant acknowledges that the tax lawsragdlations applicable to the Restricted Shareslamdisposition of the
Restricted Shares following vesting are complex sutgject to change, and it is the sole respontitafithe Participant to obtain the
Participant’s own advice as to the tax treatmenhefterms of this Agreement.

BY SIGNING THIS AGREEMENT, THE PARTICIPANT REPRESHMS THAT THE PARTICIPANT HAS REVIEWED WITH
THE PARTICIPANT’'S OWN TAX ADVISORS THE FEDERAL, STAE, LOCAL AND FOREIGN TAX CONSEQUENCES OF THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT AND THA THE PARTICIPANT IS RELYING SOLELY ON SUCH
ADVISORS, AND NOT ON ANY STATEMENTS OF



REPRESENTATIONS OF THE COMPANY, OR ANY AFFILIATE TEREOF, OR ANY AGENT OF THE COMPANY OR ANY
AFFILIATE THEREOF. THE PARTICIPANT UNDERSTANDS ANIAGREES THAT THE PARTICIPANT (AND NOT THE
COMPANY) SHALL BE RESPONSIBLE FOR ANY TAX LIABILITYTHAT MAY ARISE AS A RESULT OF THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT.

10. Failure to Enforce Not a WaiveT he failure of the Company to enforce at any tang provision of this Agreement shall in no way
be construed to be a waiver of such provision amgyf other provision hereof.

11. Incorporation of PlanThe Plan is hereby incorporated by reference antd made a part of, this Agreement, and the Re=xir
Shares and this Agreement shall be subject temfig and conditions of the Plan.

12. Amendments; Constructiohe Administrator may amend the terms of thisegnent prospectively or retroactively at any time,
but no such amendment shall impair the rights efRhrticipant hereunder without the Participantissent, except as provided in Sections 5
and 12 of the Plan.

13. Survival of Terms Except as otherwise expressly provided hereisa, AQjreement shall be binding upon and inure tooeefit of
the Company and its Affiliates, and their respexBuccessors and assigns and the Participant afhtlicipant’s heirs, personal
representatives, successors and assigns; providegyver, that nothing contained herein shall bestard as granting the Participant the 1
to Transfer any of the Restricted Shares, except@ordance with this Agreement and any transfeia# hold the Restricted Shares having
only those rights, and being subject to the retstris, provided for in this Agreement.

14. Rights as a Shareholddfxcept as otherwise expressly provided in thiseggent, the Participant will have all of the rigbf a
shareholder with respect to all of the Restricthdr8s (until and unless the Restricted Sharesditéd), including, without limitation, the
right to vote such shares and the right to recallvdividends or other distributions with respexstich Shares, both prior to and after the |
and removal of the vesting restrictions set fohein, and, if Shares are ultimately forfeitedppto such forfeiture. In connection with the
payment of any dividends, distributions or othgrepf payment to the Participant in respect ofRbstricted Shares, the Company shall be
entitled to deduct any taxes or other amounts reduy any governmental authority to be withheld paid over to such authority for the
Participant’s account.

15. Agreement Not a Contract for Servicégeither the Plan, the granting of the Restri@édres, this Agreement nor any other action
taken pursuant to the Plan shall constitute onideace of any agreement or understanding, expreissplied, that the Participant has a right
to continue to provide services as an officer,adoe employee, consultant or advisor of the Compamany Affiliate thereof for any period
time or at any specific rate of compensat




16. Authority of the Administrator; Dispute§he Administrator shall have full authority tdenpret and construe the terms of the Plan
and this Agreement. The determination of the Adstrator as to any such matter of interpretatiooamstruction shall be final, binding and
conclusive.

17. Acceptance The Participant hereby acknowledges receiptadffzy of the Plan and this Agreement. The Partidipas read and
understands the terms and provisions of the Pldritas Agreement, and accepts the Restricted Skatgsct to all the terms and conditions
of the Plan and this Agreement. The Participantimeagrees to accept as binding, conclusive aadl dihdecisions or interpretations of the
Administrator upon any questions arising under Agseement.

18. Miscellaneous

(a) This Agreement constitutes the entire agreeithte parties with respect to the subject matezeof and may not be modifi
or amended except by a written agreement signeédebompany and the Participant. As of the datedfethis Agreement shall supersede
any other agreements or representations, oraherwise, express or implied, with respect to tHgext matter hereof, which have been made
by either party or any Affiliate thereof.

(b) In the event any capital stock of the Compangny other corporation shall be distributed orthwéspect to, or in exchange
for shares of Stock of the Company as a stockHarey dividend, stock (or share) split, spin-oélassification or recapitalization in
connection with any merger, amalgamation, contionanto another jurisdiction or reorganizationg tfestrictions, rights and options set fc
in this Agreement shall apply with respect to satifer capital stock to the same extent as theyoamsould have been applicable, to the S
acquired hereunder on, or with respect to, whiahather capital stock was distributed.

(c) No waiver of any breach or default hereundatlidie considered valid unless in writing, and nohswaiver shall be deemed a
waiver of any subsequent breach or default of #meesor similar nature. Anything in this Agreemeanttte contrary notwithstanding, any
waiver, consent or other instrument under or purstathis Agreement signed by, or binding upoe, Barticipant shall be valid and binding
upon any and all persons or entities (other tharCtbmpany and its Affiliates) who may, at any titnaye or claim any rights under or
pursuant to this Agreement in respect of the RestliShares.

(d) Any provision hereof which is prohibited or umi@erceable in any jurisdiction shall, as to sudtisgiction, be ineffective to the
extent of such prohibition or unenforceability vattt invalidating the remaining provisions hereafd any such prohibition or
unenforceability in any jurisdiction shall not ididate or render unenforceable such provision ymather jurisdiction. To the fullest extent
permitted by applicable law, the parties herebyweany provision of law which may render any prarnshereof prohibited or unenforceable
in any respeci



(e) The obligations of the Company and the Paditipunder this Agreement which by their nature meapire either partial or
total performance after the Participant’s servidnwhe Company and its Subsidiaries is terminateall survive such termination of service.

(f) Should any party to this Agreement be requiiedommence any litigation concerning any provisiéthis Agreement or the
rights and duties of the parties hereunder, thegiling party in such proceeding shall be entitiedaddition to such other relief as may be
granted, to the reasonable attorneys’ fees and costs incurred by reason of such litigation.

(9) The Section headings contained herein arehfoptrposes of convenience only and are not intetaldefine or limit the
contents of said Sections.

(h) Words in the singular shall be read and coestras though in the plural and words in the plshalll be read and construed as
though in the singular in all cases where they d@@al apply. Words herein of any gender are deemettiude each other gender.

() This Agreement may be executed by the partestb in separate counterparts, each of which whesxecuted and delivered
shall be an original, but all such counterpartdlg¢bgether constitute one and the same agreerardtall signatures need not appear on any
one counterpart.

() This Agreement shall be governed by and coestin accordance with the law of the State of Dalayregardless of the law
that might be applied under principles of confi€taws.

[signature page follows]



IN WITNESS WHEREOF, the Company and the Particigeave duly executed this Agreement as of the diateabove written.

KAR AUCTION SERVICES, INC

By:

Name
Title:

PARTICIPANT

Name

[Signature Page to Restricted Share Agreement]



EXHIBIT 31.1

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

I, James P. Hallett, certify that:

1)
2)

3)

4)

5)

Is/

| have reviewed this Quarterly Report on Forr-Q of KAR Auction Services, Inc

Based on my knowledge, this report does notaiorany untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financigloming, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

JAMES P. HALLET

James P. Hallett
Chief Executive Officer

Date: August 4, 2010



EXHIBIT 31.2

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

I, Eric M. Loughmiller, certify that:

1)
2)

3)

4)

5)

Is/

| have reviewed this Quarterly Report on Forr-Q of KAR Auction Services, Inc

Based on my knowledge, this report does notaiorany untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financigloming, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

ERrRIC M. L OUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Offic

Date: August 4, 2010



EXHIBIT 32.1

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

In connection with the Quarterly Report on FormQ®@f KAR Auction Services, Inc. (the “Company”) fitre period ended June 30,
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), |, Jafeblallett, as Chief Executive Officer
of the Company, certify, to the best of my knowledgursuant to 18 U.S.C. §1350, as adopted purso&gction 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 theuBiies Exchange Act of 1934;
and

2) the information contained in this Report faipiesents, in all material respects, the finan@aldition and results of operations of
the Company

/sl JAMES P. HALLETT
James P. Hallett
Chief Executive Officer

Date: August 4, 2010



EXHIBIT 32.2

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

In connection with the Quarterly Report on FormQ@f KAR Auction Services, Inc. (the “Company”) fitre period ended June 30,
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, BvicLoughmiller, as Chief Financial
Officer of the Company, certify, to the best of kmowledge, pursuant to 18 U.S.C. 81350, as adgpiesiiant 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 theuBiies Exchange Act of 1934;
and

2) the information contained in this Report faipiesents, in all material respects, the finan@aldition and results of operations of
the Company

/sl ERICM. L OUGHMILLER

Eric M. Loughmiller
Executive Vice President and Chief Financial Offict

Date: August 4, 201




