Use these links to rapidly review the document
KAR Auction services, Inc. Table of Contents

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

3] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2013
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 001-34568

KAR Auction Services, Inc.

(Exact name of Registrant as specified in its anart

Delaware 20-8744739
(State or other jurisdiction of (I.LR.S. Employer
incorporation or Identification No.)

organization)

13085 Hamilton Crossing Boulevard
Carmel, Indiana 46032
(Address of principal executive offices, includirip code)

Registrant's telephone number, including area o@d&) 923-3725

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seeti8 or 15(d) of the Securities Excha

Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastégs. Yeslxl No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥ab site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding
12 months (or for such shorter period that thestemt was required to submit and post such filéss. No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of "large accelerfited” "accelerated filer" and "smaller reportiagmpany"” in Rule 1212-of the Exchange Ac

Large accelerated fileEl Accelerated filerxl Non-accelerated filei Smaller reporting compania

(Do not check if a
smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yesd No X

As of October 31, 2013, 138,830,992 shares ofgfistrant's common stock, par value $0.01 pereshegre outstanding.




Table of Contents

KAR Auction Services, Inc.
Table of Contents

PART FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)
Consolidated Statements of Income
Consolidated Statements of Comprehensive Income
Consolidated Balance Sheets
Consolidated Statement of Stockholders' Equity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Statements

ltem 2. Management's Discussion and Analysis of Financiddtion and Results of Operations
Item 3. Quantitative and Qualitative Disclosures About MarRisk

ltem 4. Controls and Procedures

PART II—-OTHER INFORMATION

Item 1. Legal Proceedings

ltem 1A. Risk Factors

Item 4. Mine Safety Disclosures

Item 6. Exhibits

Signatures

Exhibit Index

Page

© o N o I 1w N

15 15 s
o 1o

5 15 18 183 15 1&
o 101 1w 1w 1IN -




Table of Contents

Item 1.

Financial Statements

PART |
FINANCIAL INFORMATION

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

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Operating revenues
ADESA Auction Services $ 275« $ 257.C $ 844: $ 791«
IAA Salvage Services 198.¢ 167.4 623.2 534.1
AFC 59.t 50.t 165.2 144.2
Total operating revenues 533.i 474.¢ 1,632. 1,469.7
Operating expenses
Cost of services (exclusive of depreciation and réizadion) 296.2 264.] 926.¢ 796.7
Selling, general and administrative 120.: 102.: 333.: 319.¢
Depreciation and amortization 49.€ 46.¢ 145.¢ 143.¢
Total operating expenses 466.1 413.2 1,405. 1,260.(
Operating profit 67.€ 61.7 227.( 209.7
Interest expense 26.C 29.€ 79.2 89.¢
Other income, net (0.8 1.2 (2.5) (1.6
Loss on modification/extinguishment of debt — — 54 —
Income before income taxes 42.4 33.C 144.¢ 121.t
Income taxes 19.€ 13.¢ 59.t 52.4
Net income $ 22¢&¢ $ 192 $ 85I $ 691
Net income per share
Basic $ 01€ $ 014 $ 06z $ 0.51
Diluted $ 01€ $ 014 $ 061 $ 0.5C
$ 01¢ $ — $ 057 % =

Dividends declared per common share

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

(In millions)
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Net income $ 22.¢ % 19.2 $ 85.5 $ 69.1
Other comprehensive income (loss), net of tax
Foreign currency translation gain (loss) 4.€ 8.7 (9.7 9.8
Unrealized gain (loss) on interest rate derivatines of tax of $0 for the three
months ended September 30, 2013 and 2012, and $@1$0.2 for the nine
months ended September 30, 2013 and 2012 0.1 — 0.2 (0.4
Total other comprehensive income (loss), net of tax 4.7 8.7 (9.5) 9.4

Comprehensive income $ 275§ 27¢  $ 75.6 $  78F




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

(In millions)
(Unaudited)
September 30,
2013 December 31, 2012

Assets
Current assets
Cash and cash equivalents $ 196.C $ 108.7
Restricted cash 9.1 11.¢€
Trade receivables, net of allowances of $4.3 an8 $5 385.4 342.¢
Finance receivables, net of allowances $8.0 anal $8. 1,066.( 996.2
Deferred income tax assets 35.2 35.4
Other current assets 91.C 86.¢

Total current assets 1,782 1,581.
Other assets
Goodwill 1,702.: 1,679.¢
Customer relationships, net of accumulated amditizaf $461.3 and $405.3 582.t 618.¢
Other intangible assets, net of accumulated anatibiz of $207.5 and $168.9 304.4 305.2
Unamortized debt issuance costs 41.1 24.¢
Other assets 9.¢ 11.€

Total other assets 2,640.. 2,640.:
Property and equipment, net of accumulated degreciaf $459.3 and $415.5 699.2 700.7

Total assets $ 5122( $ 4,922




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

(Unaudited)
September 30,
2013 December 31, 2012

Liabilities and Stockholders' Equity
Current liabilities
Accounts payable $ 490.2 $ 388.¢
Accrued employee benefits and compensation expenses 61.£ 63.5
Accrued interest & 1.€
Other accrued expenses 98.1 75.¢
Income taxes payable 0.8 0.€
Dividends payable 26.2 —
Obligations collateralized by finance receivables 742.. 713.c
Current maturities of long-term debt — 437

Total current liabilities 1,419.¢ 1,286.¢
Non-current liabilities
Long-term debt 1,770 1,774.¢
Deferred income tax liabilities 343.( 318.¢
Other liabilities 105.2 98.t

Total non-current liabilities 2,218 2,191.°
Commitments and contingencies (Note 8)
Stockholders' equity
Preferred stock, $0.01 par value:

Authorized shares: 100,000,000

Issued shares: none — —
Common stock, $0.01 par value:

Authorized shares: 400,000,000

Issued and outstanding shares:

September 30, 2013: 138,625,706
December 31, 2012: 136,657,645 1.4 1.4

Additional paid-in capital 1,476.¢ 1,433.¢
Accumulated deficit (19.9 (26.7)
Accumulated other comprehensive income 25.€ 35.1

Total stockholders' equity 1,483.¢ 1,443,
Total liabilities and stockholders’ equity $ 5122.C § 4,922

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

(In millions)
(Unaudited)
Accumulated
Common Common Additional Other
Stock Stock Paid-In Accumulated Comprehensive
Shares Amount Capital Deficit Income Total
Balance at December 31, 2012 136.7 $ 14 $ 1,433¢ % (26.7) $ 351 % 1,443
Net income 85.: 85.2
Other comprehensive loss, net of tax (9.5 (9.5
Issuance of common stock under stock
plans 1.¢ 20.¢ 20.¢
Stock-based compensation expense 16.¢ 16.¢
Excess tax benefits from stock-based
compensation 5.3 5.2
Cash dividends declared to
stockholders ($0.57 per share) (78.5) (78.5)




See accompanying notes to consolidated financsients
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KAR Auction Services, Inc.
Consolidated Statements of Cash Flows

(In millions)
(Unaudited)
Nine Months Ended
September 30,
2013 2012
Operating activities
Net income $ 85.: $ 69.1
Adjustments to reconcile net income to net cash pvided by operating activities:
Depreciation and amortization 145.¢ 143.¢
Provision for credit losses 73 6.8
Deferred income taxes 11.2 (18.€)
Amortization of debt issuance costs 8.C 5.2
Stock-based compensation 16.¢ 20.€
Contingent consideration adjustment — 1.C
(Gain) loss on disposal of fixed assets 0.2 2.7
Loss on modification/extinguishment of debt 5.4 —
Other non-cash, net 11.1 7.€
Changes in operating assets and liabilities, net ecquisitions:
Trade receivables and other assets (21.2) (95.9)
Accounts payable and accrued expenses 48.: 99.¢
Net cash provided by operating activities 318.¢ 238.(
Investing activities
Net increase in finance receivables held for innesit (79.6€) (57.9
Acquisition of businesses, net of cash acquired (28.9) (0.5
Purchases of property, equipment and computer aodtw (75.9) (60.¢)
Proceeds from the sale of property and equipment 0.2 5.7
Decrease in restricted cash 2.8 0.t
Net cash used by investing activities (180.%) (112.5)
Financing activities
Net increase in book overdrafts 38.¢€ 10.¢
Net decrease in borrowings from lines of credit — (68.9)
Net increase in obligations collateralized by fioameceivables 31.¢ 20.€
Proceeds from long-term debt 188.( —
Payments for debt issuance costs/amendments (26.0) —
Payments on long-term debt (49.2) (12.9)
Payment for early extinguishment of debt (188.9) —
Payments on capital leases (11.9 (10.6)
Payments of contingent consideration and defercgdisition costs (1.6) (4.2
Initial net investment for interest rate caps (2.2 —
Issuance of common stock under stock plans 20.¢ 2.8
Excess tax benefits from stock-based compensation 5.2 —
Dividends paid to stockholders (52.2) —
Net cash used by financing activities (46.5) (62.9)
Effect of exchange rate changes on cash (3.9 3.1
Net increase in cash and cash equivalents 87.2 66.2
Cash and cash equivalents at beginning of period 108.% 97.4
Cash and cash equivalents at end of period $ 196.C $ 163.7
Cash paid for interest $ 68.7 $ 80.¢

Cash paid for taxes, net of refunds $ 36.6 $ 44k



See accompanying notes to consolidated finastagééments
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2013 (Unaudited)

Note 1—Basis of Presentation and Nature of Operatits
Defined Terms

Unless otherwise indicated or unless the contéwratise requires, the following terms used herballdave the following meanings:

i we,

us," "our" and "the Company" refer, colleaty, to KAR Auction Services, Inc. and all of itsbsidiaries

. "ADESA" refers, collectively, to ADESA, Inc.,waholly owned subsidiary of KAR Auction ServicesdaDESA, Inc.'s
subsidiaries, including OPENLANE, Inc. (togethet®PENLANE, Inc.'s subsidiaries, "OPENLANE");

. "AFC" refers, collectively, to Automotive Finam€orporation, a wholly owned subsidiary of ADE&Ad Automotive Finance
Corporation's subsidiaries and other related estithcluding PWI Holdings, Inc.;

. "Axle LLC" refers to Axle Holdings II, LLC, whic is owned by affiliates of certain of the EquitydBsors (Kelso & Company
and Parthenon), certain members or former membéfsfomanagement and certain co-investors in cotinaavith the
acquisition of IAA in 2005. Axle LLC is the formeittimate parent company of IAA and is a holder @fienon equity interests
in KAR LLC;

. "Credit Agreement" refers to the Credit Agreemeiated May 19, 2011, among KAR Auction Servi@assthe borrower, the
several banks and other financial institutionsrdities from time to time parties thereto and tHenmistrative agent, as
amended on November 29, 2012 and March 12, 2013;

. "Credit Facility" refers to the six year sensmcured term loan facility (“Term Loan B") and 8250 million , five year senior
secured revolving credit facility, the terms of ainiare set forth in the Credit Agreement;

. "Equity Sponsors" refers, collectively, to Kelswestment Associates VI, L.P., GS Capital Pagnd, L.P., ValueAct Capital
Master Fund, L.P. and Parthenon Investors I, L.P.;

. "IAA" refers, collectively, to Insurance Auto Auctis, Inc., a wholly owned subsidiary of KAR AuctiBervices, and Insuran
Auto Auctions, Inc.'s subsidiaries;

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

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

Basis of Presentatiol

The accompanying unaudited consolidated finant@#éments have been prepared in accordance wittrglgnaccepted 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 dot include all of the information and notes reqdiby generally accepted accounting
principles for annual financial statements. Oparatiesults for interim periods are not necessanijcative of results that may be expected for
the year as a whole. In the opinion of managentkatconsolidated financial statements reflect@jlistments, generally consisting of normal
recurring accruals necessary, for a fair staterokatr results of operations, cash flows and fimalrosition for the periods presented. The
preparation of financial statements in conformifyfwgenerally accepted accounting principles respimanagement to make estimates and
assumptions that affect the reported amounts etgd&bilities, revenues, expenses and relatedafiures at the date of the financial
statements and during the reporting period. Aatesdilts could differ from these estimates.

These consolidated financial statements and coedamstes to consolidated financial statements maedited and should be read in
conjunction with the audited consolidated finansigtements and notes thereto included in our AriReport on Form 16 for the year ende
December 31, 2012 . The 2012 year-end consolidatahce sheet data included in this Form 10-Q weased from the audited financial
statements referenced above, but does not includeseosures required by U.S. GAAP for annuahbfigial statements.
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2013 (Unaudited)

Business and Nature of Operatior

As of September 30, 2013 , we have a network ABESA whole car auction sites and 163 IAA salvaghigle auction sites; in
addition, we offer online auctions for both whobe end salvage vehicles. Our auctions facilitagestie of used and salvage vehicles through
physical, online or hybrid auctions, which permiteirnet buyers to participate in physical aucti®kBESA Auctions and IAA are leading,
national providers of wholesale and salvage vefsiolgtions and related vehicle remarketing servisethe automotive industry in North
America. ADESA's online service offerings includestomized private label solutions powered withwafe developed by our wholly owned
subsidiary, OPENLANE, that allow our institutior@nsignors (automobile manufacturers, captive fieacompanies and other institutions) to
offer vehicles via the internet prior to arrivalthe physical auction. Remarketing services includariety of activities designed to transfer
used and salvage vehicles between sellers andstiyeughout the vehicle life cycle. ADESA Aucticarsd |AA facilitate the exchange of
these vehicles through an auction marketplace,wéligns sellers and buyers. As an agent for custsnthe Company generally does not tak
title to or ownership to vehicles sold at the awtsi Generally fees are earned from the sellebagdr on each successful auction transacti
addition to fees earned for ancillary services.

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

IAA is one of the leading providers of salvage whiauctions and related services in North Ameritee salvage auctions facilitate the
remarketing of damaged vehicles that are desigratadtal losses by insurance companies, recostodzh vehicles for which an insurance
settlement with the vehicle owner has already eade, purchased vehicles and older model vehiceatdd to charity or sold by dealers in
salvage auctions. The salvage auction businesgsipes in providing services such as inbound tpanstion logistics, inspections,
evaluations, salvage recovery services, titling settlement administrative services.

AFC is a leading provider of floorplan financingitmlependent used vehicle dealers and this fingrisiprovided through 105 locations
throughout the United States and Canada as of @bpte30, 2013 . Floorplan financing supports indejeat used vehicle dealers in North
America who purchase vehicles at ADESA, IAA, othieed vehicle and salvage auctions and non-auctimhases.

Note 2—Acquisitions

In June 2013, the Company purchased the stock dfHRMdings, Inc., whose subsidiary, Preferred Wiatiess, Inc., markets vehicle
service contracts through a network of independsatl vehicle dealers. The acquisition is expeaetrengthen KAR's product offerings to
independent used vehicle dealers. The assets oHIngs, Inc. included accounts receivable, safsnand customer relationships related tc
the business. Financial results for this acquisitiave been included in our consolidated finarstatements from the date of acquisition.

The purchase price of PWI Holdings, Inc., net aficavas approximately $27.3 million . The acquiasdets and liabilities were recorded
based upon fair values, including $26.9 millionigissd to intangible assets, representing the fdiresof acquired customer relationships,
tradenames and software, which are being amortizedtheir respective useful lives. The acquisitiesulted in goodwill of $22.7 million
which is not expected to be deductible for tax psgs. The goodwill is recorded in the AFC repoda@igment. The financial impact of this
acquisition was immaterial to the Company's statgrnincome for the three and nine months endedebeber 30, 2013.
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2013 (Unaudited)

Note 3—Stock-Based Compensation Plans

We adopted the KAR Auction Services, Inc. 2009 (huriand Stock Incentive Plan ("Omnibus Plan”) icéeber 2009. The Omnibus
Plan is intended to provide equity or cash basemtdswto our employees. Through the first nine meofi2013, we granted approximately 0.5
million service options with a weighted averagereise price of $23.24 per share under the Omnilteus. Fhe service options have a 10 year
life and generally vest in four equal annual instahts, commencing on the first anniversary ofgtent date. The weighted average fair value
of the service options granted through the firaermnonths of 2013 was $4.86 per share. The faireval service options granted during 2013
was estimated on the date of grant using the B&ateles option pricing model with an expecteddifd years , an expected volatility of 35%
a weighted average annual rate of quarterly divdidest 3.3% and a weighted average risk free intea¢s of 0.73% .

Our stock-based compensation expense includes sxesociated with KAR Auction Services, Inc. senand exit option awards,
KAR LLC profit interests and Axle LLC profit intests. We have classified the KAR Auction Services, bervice and exit options as equity
awards. We have classified the KAR LLC and Axle Lp@fit interests as liability awards. The mainfelience between a liability-classified
award and an equity-classified award is that ligbilassified awards are remeasured each repoptnigd at fair value. The following table
summarizes our stock-based compensation expenypowpf awardin millions):

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

2013 2012 2013 2012
Service options $ 08 $ 0.7 $ 22 $ 1.¢
Exit options 0.3 1.6 2.3 7.C
KAR LLC profit interests 3.3 2.7 3.8 6.4
Axle LLC profit interests 8.C 2.3 8.t 5.€
Total $ 124 $ 7€ $ 16.€ $ 20.¢

For the three and nine months ended Septembe038, 2pproximately $0.7 million of the KAR LLC pibinterest expense and
approximately $6.1 million of the Axle LLC profibierest expense related to value units. There inamne tax benefit recognized by us with
respect to the KAR LLC and Axle LLC profit intergsiThe total income tax benefit recognized in thesolidated statement of income for
options was approximately $0.4 million and $0.9lionil for the three months ended September 30, 20832012 , respectively, and $1.6
million and $3.1 million for the nine months endgeptember 30, 2013 and 2012 , respectively.

On March 1, 2013, the board of directors approvaedradments to the outstanding exit options thatipusly vested based on a 90 -day
average closing price of the Company's common dbeakg above a stated dollar amount. Generallyhj sesting terms were amended to
require that the average closing price over a geasf®0 trading days be greater than a specifidldid@amount to instead requiring that the
closing price be greater than the specified dalfaount over a period of 20 consecutive trading dagsa result of this change, effective on
March 1, 2013, approximately 1.4 million of suclit@ptions became vested. The incremental experiated to the modification was
immaterial.

In May 2013, the vesting criteria for the third 25¥the exit options originally granted under theldkoldings, Inc. Stock Incentive Pl
was met and as such, an additional 25% of theamdsig exit options became exercisable. In AugQ4B2the vesting criteria for the fin2b%
of the exit options originally granted under thelé@koldings, Inc. Stock Incentive Plan was met asguch, the final 25% of the outstanding
exit options became exercisable.

In August 2013, the vesting criteria for the sec@bélb of the exit options granted under the KAR AarctServices, Inc. Stock Incentive
Plan and the Omnibus Plan was met and as suclidiioaal 25% of the outstanding exit options beearercisable.

10
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2013 (Unaudited)

Note 4—Net Income Per Share

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

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Net income $ 22¢ % 192 $ 85 § 69.1
Weighted average common shares outstanding 138.: 136.t 137.t 136.¢
Effect of dilutive stock options 3.C 2.7 2.¢ 2.4
Weighted average common shares outstanding andtjgdteommon shares 141.: 139.2 140.¢ 138.¢
Net income per share
Basic $ 0.1¢ $ 014 $ 06z $ 0.51
Diluted $ 0.1¢ $ 01¢ % 061 $ 0.5C

Basic net income per share was calculated by digidiet income by the weighted-average number aftanding common shares for the
period. Diluted net income per share was calculatetsistent with basic net income per share inolyitle effect of dilutive unissued common
shares related to our stock-based employee comjmmpaogram. The effect of stock options on nebme per share—diluted is determined
through the application of the treasury stock méthehereby proceeds received by the Company basedsumed exercises are hypothetic
used to repurchase our common stock at the avenageet price during the period. Stock options thatild have an anti-dilutive effect on net
income per diluted share are excluded from theutations. Approximately 0.4 million options wereckxded from the calculation of diluted
net income per share for the three months endet®bpr 30, 2012 , and approximately 0.2 million Gr&Imillion options were excluded
from the calculation of diluted net income per ghiar the nine months ended September 30, 2012@h2i, respectively. Total options
outstanding at September 30, 2013 and 2012 wemnilliBn and 9.7 million , respectively.

Note 5—Finance Receivables and Obligations Collatelized by Finance Receivables

AFC sells the majority of its U.S. dollar denomidfinance receivables on a revolving basis andowitrecourse to a wholly owned,
bankruptcy remote, consolidated, special purpobsigiary ("AFC Funding Corporation"), established the purpose of purchasing AFC's
finance receivables. A securitization agreemewtaIfor the revolving sale by AFC Funding Corparatio a group of bank purchasers of
undivided interests in certain eligible financeaigables subject to committed liquidity. AFC Furngli@orporation had committed liquidity of
$800 million for U.S. finance receivables at Sepien30, 2013 .

In June 2013, AFC and AFC Funding Corporation euténto the Fifth Amended and Restated Receivdbleshase Agreement (the
“Receivables Purchase Agreement”). The Receivdbleshase Agreement increased AFC Funding's UrBmitted liquidity from $650
million to $800 million and extended the facilitytsturity date from June 30, 2014 to June 30, 201&ddition, certain of the covenants and
termination events in the Receivables Purchaseefgeat that are tied to the performance of the firaeceivables portfolio were modified.
the second quarter of 2013, we recorded a $0.Tomifiretax charge primarily resulting from the wriff of unamortized securitization
issuance costs associated with the amendment.

We also have an agreement for the securitizatickubdmotive Finance Canada, Inc.'s ("AFCI") recéies. In June 2013, AFCI entered
into the Second Amended and Restated Receivabtehdae Agreement (the “Canadian Receivables Purdhgizement”). The Canadian
Receivables Purchase Agreement extended the yacitiaturity date from June 30, 2014 to June 30620 addition, certain of the covenants
and termination events in the Canadian Receivatleshase Agreement that are tied to the performefites finance receivables portfolio
were modified. AFCl's committed liquidity is prowd through a third party conduit (separate fromUt. facility) and was C$100 million at
September 30, 2013 . The receivables sold pursadimtth the U.S. and Canadian securitization ageeg¢smare accounted for as secured
borrowings.

11
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2013 (Unaudited)

The following table presents quantitative inforroatabout delinquencies, credit losses less recas/€het credit losses") and
components of securitized financial assets and otigted assets managed. For purposes of thitrdtion, delinquent receivables are defined

as receivables 31 days or more past due.

September 30, 2013

Principal Amount of: Net Credit Losses

Net Credit Losses

Receivables Three Months Ended Nine Months Ended

(in millions) Receivables Delinquent September 30, 2013 September 30, 2013
Floorplan receivables $ 1,065t $ 45 % 1.7 $ 6.3
Other loans 8.4 — — —
$ 1,074.C $ 45 $ 17 $ 6.3

Total receivables managed

December 31, 2012

Principal Amount of: Net Credit Losses

Net Credit Losses

Receivables  Three Months Ended Nine Months Ended
(in millions) Receivables Delinquent September 30, 2012 September 30, 2012
Floorplan receivables $ 996.2 $ 38 $ 0c $ 5.4
Other loans 8.C — 0.2 0.2
Total receivables managed$  1,004.. $ 38 % 11 % 5.€

AFC's allowance for losses was $8.0 million at 8eyiter 30, 2013 and December 31, 2012 .

As of September 30, 2013 and December 31, 20120631 million and $996.0 million , respectively,fmance receivables and a cash

reserve of 1 percent of the obligations collatesliby finance receivables served as securithf74

2.4 million and $713.3 million of

obligations collateralized by finance receivableSeptember 30, 2013 and December 31, 2012 , risglgc

Proceeds from the revolving sale of receivablgbédbank facilities are used to fund new loansust@mers. AFC, AFC Funding
Corporation and AFCI must maintain certain finahc@enants including, among others, limits onaheunt of debt AFC and AFCI can
incur, minimum levels of tangible net worth, antiextcovenants tied to the performance of the fiearceivables portfolio. The securitization
agreements also incorporate the financial coverafrdsr Credit Facility. At September 30, 2018e were in compliance with the covenant

the securitization agreements.

12
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KAR Auction Services, Inc.
Notes to Consolidated Financial Statements (Contirad)
September 30, 2013 (Unaudited)

Note 6—Long-Term Debt

Long-term debt consisted of the followifig millions):

Interest Rate Maturity September 30, 2013 December 31, 2012
Term Loan B Adjusted LIBOR +2.7%% May 18, 2017 $ 1,775.0 % 1,674.!
$250 million revolving credit facility Adjusted BIOR + 3.5(% May 18, 2016 — —
Floating rate senior notes LIBOR + 4.0(% — 150.(

Repayable upon

Canadian line of credit CAD Prime + 1.5(% demand — —
Total debt 1,775.: 1,824.!
Unamortized debt discount (5.0 (6.2
Current portion of long-term debt — (43.7)
Long-term debt $ 1,770 $ 1,774.¢

Credit Facilities

In March 2013, we entered into the Second Amendtaetiite Credit Agreement. The amendment increasech Toan B $150.0 million
to $1.8 billion and decreased the interest rat&erxm Loan B to Adjusted LIBOR plus 2.75% from Adgd LIBOR plus 3.75% . In addition,
the adjusted LIBOR rate floor decreased to 1.0%mfllo25% . The interest rate on Term Loan B was%.abSeptember 30, 2013 . For tiiee
months ended September 30, 2013 , we recorded®ar$fion pretax charge resulting from certain expes related to the Credit Agreement
amendment, as well as the write-off of certain uodized debt issuance costs associated with the ltan. The additional $150.0 million in
proceeds received from Term Loan B were used teemdthe floating rate senior notes due 2014 onl 8p#013. In the second quarter of
2013, we recorded a $0.8 million pretax charge arilyresulting from the write-off of unamortizeelot issuance costs associated with the
floating rate senior notes.

Term Loan B is payable in quarterly installmentsado 0.25% of the aggregate principal amountfabedSecond Amendment effective
date, and commenced on March 31, 2013. The Creaditiy is subject to mandatory prepayments andicédn in an amount equal to (i) the
net proceeds of certain debt offerings, asset saldsertain insurance recovery events; and (iipfy fiscal year ending on or after
December 31, 2011, any Excess Cash Flow, as defirteé Credit Agreement, on or before the &D8ay following the end of the fiscal year.
In April 2013, the Company made an excess cash fflayment of $39.4 million for the year ended Decen81, 2012. In addition, in
accordance with the terms of the Credit Agreent&0flp of the net cash proceeds from the sale-leakatfaertain technology and capital
equipment were used to prepay $5.2 million of Tepan B in the first nine months of 2013. The prapants were credited to prepay in order
of maturity the unpaid amounts due on the nexttedgheduled quarterly installments of Term Loan Rl tereafter to the remaining schedi
quarterly installments of Term Loan B on a pro tadais. As such, after the debt prepayments, tirereo further quarterly installments due
until June 30, 2015.

There were no borrowings on the revolving crediiliiy at September 30, 2013 or December 31, 2H8wever, we had related
outstanding letters of credit in the aggregate arhoti$23.6 million at September 30, 2013 and Ddwem31, 2012 respectively, which redu
the amount available for borrowings under the ¢riedility. As of September 30, 2013ve were in compliance with the covenants in thedd
Agreement.

Fair Value of Deb

As of September 30, 2013, the estimated fair vafumur long-term debt amounted to $1,777.5 millidrhe estimates of fair value are
based on broker-dealer quotes for our debt asmte8der 30, 2013 . The estimates presented onterngfinancial instruments are not
necessarily indicative of the amounts that woulddazdized in a current market exchange.
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Note 7—Derivatives

We are exposed to interest rate risk on our vagiedte borrowings. Accordingly, interest rate fuations affect the amount of interest
expense we are obligated to pay. We use interisstiaivatives with the objective of managing expedo interest rate movements, thereby
reducing the effect of interest rate changes aactfect they could have on future cash flows. €nity, interest rate cap agreements are usec
to accomplish this objective. In August 2013, wecpased four interest rate caps for an aggregateiainof approximately $2.2 million with
an aggregate notional amount of $1.2 billion to ag@nour exposure to interest rate movements omariable rate Term Loan B credit facility
when three-month LIBOR exceeds 1.0% . The intesgstcap agreements each had an effective datagiish 16, 2013 and each mature on
August 16, 2015. The unamortized portion of the2$gillion investment is recorded in “Other assets"the consolidated balance sheet and is
being amortized over the remaining life of the iagt rate caps to interest expense. We are exposeddit loss in the event of non-
performance by the counterparties; however, nofepgaance is not anticipated.

Accounting Standards Codification ("ASC") 8 grivatives and Hedgingrequires companies to recognize all derivatigtriiments as
either assets or liabilities at fair value in tladmce sheet. The fair values of the interestdativatives are based on quoted market prices for
similar instruments from commercial banks. Thedwihg table presents the fair value of our interast derivatives included in the
consolidated balance sheets for the periods predéimt millions):

Asset Derivatives

September 30, 2013 December 31, 2012
Balance Sheet Balance Sheet
Derivatives Not Designated as Hedging Instruments Location Fair Value Location Fair Value
Interest rate caps Other assets $ 1.4 Other assets N/A

We have not designated any of the interest rate agjnedges for accounting purposes. Accordingbnges in the fair value of the
interest rate caps are recognized as "Interesinegfién the consolidated statement of income. BHeviing table presents the effect of the
interest rate derivatives on our consolidated states of income for the periods presentadrillions):

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

Three Months Ended Nine Months Ended

September 30, September 30,
Derivatives Not Designated as Location of Gain / (Loss) Recognized in
Hedging Instruments Income on Derivative 2013 2012 2013 2012
Interest rate caps Interest expense $ (0.9 NA $ (0.9 N/A

Note 8—Commitments and Contingencies

We are involved in litigation and disputes arisinghe ordinary course of business, such as actilaged to injuries; property damage;
handling, storage or disposal of vehicles; envirental laws and regulations; and other litigatiozidental to the business such as employmer
matters and dealer disputes. Management consiueiikélihood of loss or the incurrence of a liggilas well as the ability to reasonably
estimate the amount of loss, in determining losgingencies. We accrue an estimated loss contilygehen it is probable that a liability has
been incurred and the amount of loss (or rang®séiple losses) can be reasonably estimated. Mareadeegularly evaluates current
information available to determine whether accambunts should be adjusted. Accruals for continigsrincluding litigation and
environmental matters are included in "Other aatrexpenses” at undiscounted amounts and excluihesclar recoveries from insurance or
other third parties. These accruals are adjustaddgieally as assessment and remediation effodgness, or as additional technical or legal
information becomes available. If the amount ofatual loss is greater than the amount accruesicthild have an adverse impact on our
operating results in that period. Legal fees apeaged as incurred. There has beegigwificant change in the legal and regulatory peating:
which were disclosed in our Annual Report on Fofi¥Kifor the year ended December 31, 2012 .
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Note 9—Accumulated Other Comprehensive Income
Accumulated other comprehensive income consistékeofollowing (in millions):

September 30, 2013 December 31, 2012

Foreign currency translation gain $ 254 % 35.1
Unrealized loss on interest rate derivatives, fi¢dx — (0.2
Unrealized gain on postretirement benefit obligatioet of tax 0.2 0.2

$ 25.6 % 35.1

Accumulated other comprehensive income

Note 10—Fair Value Measurements

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

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

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

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

The following tables summarize our financial asse¢ssured at fair value on a recurring basis iom@ance with ASC 820if millions):

Quoted Prices in
Active Markets  Significant Other Significant

for Identical Observable Unobservable
September 30, Assets Inputs Inputs
Description 2013 (Level 1) (Level 2) (Level 3)
Interest rate caps $ 14 3 — 14 3 —

Interest Rate CapsUnder the interest rate cap agreements purchiag®agust 2013, we receive interest on a notionabant when
three-month LIBOR exceeds 1.0% . The fair valuthefinterest rate caps is based on quoted maricetsior similar instruments from
commercial banks.
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Note 11—Related Party Transactions

At September 30, 2013, affiliates of the EquitySgors, other equity co-investors and members ofr@anagement held approximately
20.3% of our outstanding common stock directlynaliriectly through their investment in KAR LLC. Pussit to a registration rights agreemen
entered into with the Equity Sponsors, KAR LLC czdisis to file a registration statement (RegistraNm. 333-174038) under the Securities
Act. In March 2013, June 2013, August 2013 and&uaper 2013, pursuant to the registration statenk&® LLC sold 14,950,000 ;
17,250,000 ; 17,250,000 ; and 13,800,000 , respyfiof its shares in KAR Auction Services. Weuned expenses of approximately $1.2
million related to such sales and we receiveghmeeeds from the sales. The expenses relatee gaths were recorded to "Selling, general
administrative" in the consolidated statement obme.

Note 12—Segment Information

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

The holding company is maintained separately frioenthree reportable segments and includes expeassesiated with the corporate
office, such as salaries, benefits, and travelsciostthe corporate management team, certain huesmurces, information technology and
accounting costs, and certain insurance, treakggsl and risk management costs. Holding compateyést expense includes the interest
expense incurred on the corporate debt structnterdompany charges relate primarily to interesinbercompany debt or receivables and
certain administrative costs allocated by the gdiompany.
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Financial information regarding our reportable segta is set forth below for the three months eréiggtember 30, 201 millions):

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 275.2  $ 198.¢ $ 59.t % — % 533.7
Operating expenses
Cost of services (exclusive of depreciation
and amortization) 152.( 128.1 16.1 — 296.2
Selling, general and administrative 62.¢ 20.4 6.4 30.7 120.:
Depreciation and amortization 22.€ 18.5 7.2 1.3 49.€
Total operating expenses 237.¢ 167.( 29.7 32.C 466.]
Operating profit (loss) 38.C 31.¢ 29.¢ (32.0 67.€
Interest expense 0.2 0.2 4.€ 21.C 26.C
Other (income) expense, net (0.6 (0.2 — — (0.8
Intercompany expense (income) 14.¢ 9.€ (5.6) (18.9) —
Income (loss) before income taxes 23.€ 22.2 30.¢ (34.2) 42.4
Income taxes 9.1 8.4 12.C (9.9 19.€
Net income (loss) $ 145 % 13.6 % 18.6 $ (245 $ 22.¢
Assets $ 2,328 $ 1,180.C $ 1531 $ 8l¢ $ 5,122.(

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

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 257.C $ 167.¢. $ 50.t $ — % 474.¢
Operating expenses
Cost of services (exclusive of
depreciation and amortization) 147.% 106.( 10.¢ — 264.1
Selling, general and administrative 61.€ 14.¢ 5.C 20.€ 102.:
Depreciation and amortization 23.k 17.1 5.7 0.t 46.€
Total operating expenses 232.: 137.¢ 21.€ 21.4 413.2
Operating profit (loss) 247 29.t 28.¢ (21.9 61.7
Interest expense 0.2 0.2 3.8 25.€ 29.¢
Other (income) expense, net (0.7) (0.2 — 0.3 (1.2
Intercompany expense (income) 15.C 9.t (4.€) (219.9) —
Income (loss) before income taxes 10.z 19.¢ 29.7 (26.¢) 33.C
Income taxes 4.€ 7.7 10.€ (9.9 13.¢
Net income (loss) $ 5€ $ 122 % 186 $ a7.9 $ 19.2
Assets $ 2,402 $ 1,164 $ 1,323.¢ % 356 $ 4,926.(
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Financial information regarding our reportable segta is set forth below for the nine months endegt&nber 30, 2013n millions):

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 8441 $ 623.2 $ 1652 $ —  $ 1,632.
Operating expenses
Cost of services (exclusive of
depreciation and amortization) 469.¢ 416.¢ 40.3 — 926.5
Selling, general and administrative 187.% 59.t 18.2 67.¢ 333.C
Depreciation and amortization 66.€ 55.¢ 20.3 3.4 145.¢
Total operating expenses 724.: 531.: 78.¢ 71.2 1,405."
Operating profit (loss) 120.( 91.¢ 86.4 (71.9) 227.(
Interest expense 0.7 0.7 12.2 65.€ 79.2
Other (income) expense, net (2.0 (0.5 — — (2.5
Loss on modification/extinguishment
of debt — — 0.7 4.7 5.4
Intercompany expense (income) 45.¢ 28.¢ (15.2) (59.2) —
Income (loss) before income taxes 75.7 62.¢ 88.¢€ (82.9 144.¢
Income taxes 28.2 23.€ 34.2 (26.5) 59.t
Net income (loss) $ 475 $ 392§ 544 $ (55.9 $ 85.c

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

ADESA Holding
Auctions IAA AFC Company Consolidated
Operating revenues $ 7912 $ 534.1 $ 144 $ — $ 1,469.
Operating expenses
Cost of services (exclusive of
depreciation and amortization) 442.¢ 322.¢ 31.: — 796.7
Selling, general and administrative 189.¢ 52.7 16.1 61.t 319.¢
Depreciation and amortization 73.€ 50.¢ 17.€ 1.4 143.¢
Total operating expenses 705.¢ 426.: 65.C 62.¢ 1,260.(
Operating profit (loss) 85.¢€ 107.¢ 79.2 (62.9) 209.7
Interest expense 0.8 1.1 11.2 76.1 89.¢
Other (income) expense, net (1.8 0.t — (0.3 (1.6
Intercompany expense (income) 45.2 28.7 (13.7) (60.¢) —
Income (loss) before income taxes 41.4 77.5 81.1 (78.5) 121t
Income taxes 19.5 30.¢ 29.¢ (27.7) 52.4
Net income (loss) $ 21.¢ % 46.7 $ 51.2 $ (50.9) $ 69.1
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Item 2. Management's Discussion and Analysis &inancial Condition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwkmaking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995 and which are subject to certain riskennds and uncertainties. In particular, statesmergde in this report on Form 10-Q that are
not historical facts (including, but not limited &xpectations, estimates, assumptions and projectegarding the industry, business, future
operating results, potential acquisitions and grdied cash requirements) may be forward-lookiatestents. Words such as "should," "may,
"will," "anticipates," "expects," "intends," "plajis’believes,” "seeks," "estimates" and similar i@gsions identify forward-looking statements.
Such statements, including statements regardindudune growth; anticipated cost savings, revemegegases and capital expenditures;
dividend declarations and payments; strategicaitivtes, greenfields and acquisitions; our competifiosition and retention of customers; and
our continued investment in information technologng not guarantees of future performance andulnjec to risks and uncertainties that
could cause actual results to differ materiallynfrthe results projected, expressed or implied bgatorward-looking statements. Factors that
could cause or contribute to such differences heliput are not limited to, those discussed in [téniRisk Factors" in our Annual Report on
Form 10-K for the year ended December 31, 2018 file February 22, 2013. Some of these factorsdieclu

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

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

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

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

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

. trends in the vehicle remarketing indus

. trends in the number of commercial vehicles §dirought to auction, in-particular déase volume

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

. increases in the number of used vehicles purchaseittual auction platform

. the introduction of new competito

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

salvage vehicles and commercial lending activities;

. changes in the market value of vehicles auctiomstljding changes in the actual cash value of ggweehicles

. competitive pricing pressur:

. costs associated with the acquisition of businesséschnologie:

. litigation development

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

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

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



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

weather, including increased expenses as a réstdtastrophic eveni
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. general business conditio

. our substantial amount of de

. restrictive covenants in our debt agreem

. our assumption of the settlement risk for vehislelsl

. any impairment to our goodwill or other intangibleset:

. our selfinsurance for certain ris}

. any losses of key personr

. interruptions to service from our workfor

. changes in effective tax rat

. changes to accounting standards;

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

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

Our future growth depends on a variety of factorsluding our ability to increase vehicle sold voles and loan transaction volumes,
expand our product and service offerings, includinfigrmation systems development, acquire and nategadditional business entities, man
expansion, control costs in our operations, intoedige increases, and retain our executive offieetskey employees. We cannot predict
whether our growth strategy will be successfuladialition, we cannot predict what portion of ovesalles will be conducted through online
auctions or other remarketing methods in the futum@ what impact this may have on our auction lassin

Overview

We provide whole car and salvage auction servicdoirth America. Our business is divided into threigortable business segments,
each of which is an integral part of the vehiclmagketing industry: ADESA Auctions, IAA and AFC.

. The ADESA Auctions segment serves a domestidrstednhational customer base through live and endinctions and through
66 whole car auction facilities in North Americhat are developed and strategically located to gnafessional sellers and
buyers together and allow the buyers to inspectcantpare vehicles remotely or in person. ThrouglOPENLANE
technology, ADESA offers comprehensive private labmarketing solutions to automobile manufactureaptive finance
companies and other institutions to offer vehidliesthe internet prior to arrival at the physicatton. Vehicles at ADESA's
auctions are typically sold by commercial fleet @gpers, financial institutions, rental car companigew and used vehicle
dealers and vehicle manufacturers and their cafite@ce companies to franchise and independent wesigicle dealers.
ADESA also provides value-added ancillary servioetuding inspections, storage, transportationpnelitioning, titling and
other administrative services.

. The IAA segment serves a domestic and internatioustomer base through live and online auctiomsthrough 163 salvage
vehicle auction sites in the United States and Garé September 30, 2013 . The salvage auctioiligdi@cthe remarketing of
damaged vehicles designated as total losses bsaimseicompanies, charity donation vehicles, re@u/stolen (or theft)
vehicles and low value used vehicles. The salvagéan business specializes in providing servieehsas inbound
transportation, titling, salvage recovery and ckasettlement administrative services.

. The AFC segment provides short-term, inventagused financing, known as floorplan financingnmarily to independent
used vehicle dealers. At September 30, 2013 , Adrdected business at 105 locations in the UnitateStand Canada.



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 certain insurance, treasury, legal isRdranagement costs. Holding company interest
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expense includes the interest expense incurrebdeoodrporate debt structure. Intercompany chamgagerprimarily to interest on intercompe
debt or receivables and certain administrativescabbcated by the holding company.

Industry Trends
Whole Car

Used vehicles sold in North America through whae @auctions were 8.4 million, 7.7 million and 7.8lion in 2010, 2011 and 2012,
respectively (excluding approximately 0.3 milliosad vehicles sold by OPENLANE in 2011 and 2012 fidduction in auction volumes sit
2009, when industry volumes exceeded 9 million wsdcles sold, is attributable to supply shortagate North American whole car auction
industry caused principally by declines in new e#hsales and lease originations from 2007 to 20@Pdeclines in repossessions from 20(C
2012. The supply shortages and resulting declireduastry auction volumes reflected a reductionriits sold by institutional consignors. This
reduction was partially offset by an increase ialdeconsignment units sold in 2010 and 2011. th22@verall auction volumes increased ovel
2011, as an increase in dealer consignment unite than offset the decline in institutional volume.

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

. New car sales in the U.S. declined from 17.0 millio 2005 to 10.4 million in 2009. Although new V&l sales have climbe
over the last three years to approximately 14.%5ioniunits in 2012, the recovery in new vehiclelesdas been gradual and
may continue to be so for the foreseeable future.

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

. When lease residuals are below wholesale vehadlees, more vehicles are purchased by eithecghsumer or the grounding
dealer or by dealers in online auctions, priotehicles being transported to a physical auction

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

. There was a reduction in the number of leaggirations in 2008 and 2009, as new vehicle salkarid lease financing was
scaled back. This decline negatively impacted thpply of off-lease vehicles available at auctiorotigh 2012.

We estimate that used vehicle auction volumes irttiNdmerica, including units sold by OPENLANE, wikceed 8.5 million units in
2013 and are expected to be over 9 million unit2@i/5.

Salvage

Vehicles deemed a total loss by automobile inswaenpanies represent the largest category of lestgold in the salvage vehicle
auction industry. The percentage of claims resglimtotal losses was approximately 14% for 2032fram approximately 13% in 2011. The
is no central reporting system that tracks the remolb total loss vehicles in any given year whichks estimating industry volumes very
difficult.

Fluctuations in used vehicle and commodity pridiage an impact on proceeds received in the saligiele auction industry. In times
of rising prices, as the industry has experiencest the last few years, revenue and gross pradipasitively impacted. If used vehicle and
commodity prices continue to moderate in 2013, @eds, revenue and gross profit at salvage auatiaysbe negatively impacted, which cc
adversely affect the level of profitability.

Automotive Finance

AFC works with independent used vehicle dealeimfmrove their results by providing a comprehensigeof business and financial
solutions that leverages its local branches, inglestperience and scale, as well as KAR affiliasioDver the last few years, the U.S.
independent used vehicle dealer base has rebofirmatedpproximately 36,000 dealers in 2009 to al3®,000 dealers in 2012. During this
time, AFC's dealer base has grown from 9,745 deale2009 to approximately 11,000 dealers in 20ilaan transactions, which includes
both loans paid off and loans curtailed, have grfnem 799,421 in 2009 to 1,239,755 in 2012.
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Key challenges for the independent used vehicleed@wlude used vehicle sales volume demand, plinas in pricing of used vehicle
inventory and lack of access to consumer financiingse same challenges, to the extent they ocould cesult in a material negative impact
on AFC's results of operations. A significant deelin used vehicle sales would result in a decregasensumer auto loan originations and an
increased number of dealers defaulting on theindofn addition, volatility in wholesale vehicle@ng impacts the value of recovered
collateral on defaulted loans and the resultingegsgvof credit losses at AFC.

AFC implemented a number of strategic initiativesdcent years to enhance credit standards, imgrosélio risk management and
enhance the customer experience. In addition,ne 2013, AFC acquired a service contract businegmd of its strategy to provide new
services to independent used vehicle dealers. Tihigisives, along with the current industry eroriment, have enabled AFC to increase its
penetration of the independent dealer base whilataiaing a high level of portfolio quality evidesxt by low levels of net credit losses and a
managed portfolio which was over 99 percent curag¢i@eptember 30, 2013 .

Seasonality

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

Sources of Revenues and Expen:

Our revenue is derived from auction fees and rélaggvices at our whole car and salvage auctianisfram dealer financing fees,
interest income and other service revenue at ARtBoAgh auction revenues primarily include the aurcservices and related fees, our relatec
receivables and payables include the gross valtteeofehicles sold.

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

Overview of Results of KAR Auction Services, Inor the Three Months Ended September 30, 2013 an#i20

Three Months Ended

September 30,

(Dollars in millions except per share amounts) 2013 2012
Revenues

ADESA $ 2752 $ 257.(

IAA 198.¢ 167.

AFC 59.t 50.t
Total revenues 533.7 474.¢
Cost of services* 296.2 264.1
Gross profit* 237.t 210.¢
Selling, general and administrative 120.: 102.:
Depreciation and amortization 49.¢ 46.¢
Operating profit 67.€ 61.7
Interest expense 26.C 29.¢
Other income, net (0.9 (1.2
Income before income taxes 42.4 33.C
Income taxes 19.€ 13.¢
Net income $ 22¢ % 19.2
Net income per share

Basic $ 0.1¢ $ 0.1

Diluted $ 0.1¢ $ 0.14

* Exclusive of depreciation and amortization

For the three months ended September 30, 2013hadieevenue of $533.7 million compared with reveoiu®474.9 million for the three
months ended September 30, 2012 , an increasé&afA@ a further discussion of revenues, grosstpntl selling, general and administrative
expenses, see the segment results discussions. below

Depreciation and Amortizatio

Depreciation and amortization increased $2.8 mmijliar 6%, to $49.6 million for the three months eth@&eptember 30, 2013 , compared
with $46.8 million for the three months ended Sepier 30, 2012 . The increase in depreciation amatt@ation resulted from assets placed in
service during 2013.

Interest Expens

Interest expense decreased $3.9 million, or 13%260 million for the three months ended Septer86e2013 , compared with $29.9
million for the three months ended September 30220 he decrease in interest expense was primardytalthe decrease in the interest rai
Term Loan B debt which was refinanced on March2li4,3. The interest rate on Term Loan B debt wa5%.dt September 30, 20&8mpare:
with an interest rate of 5% at September 30, 2012 .

Other Income, Net

We had other income of $0.8 million for the threemths ended September 30, 2013 , compared withriillién for the three months
ended September 30, 2012 . The change in othemi@eeas primarily representative of a decreasergida currency transaction gains.

Income Taxe

We had an effective tax rate of 46.2% for the thmemths ended September 30, 2013 , compared wigfffeative tax rate of 41.8% for
the three months ended September 30, 2012 . Exglulde effect of the discrete items, our effectaserate for the three months ended
September 30, 2013 and 2012 would have been 41m8¥%me before income taxes includes the impaetnyf, of profit interest expense which



is not deductible by us for income tax purposes.tk® three months ended
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September 30, 2013 and 2012 there was profit istesgense of $11.3 million and $5.0 million, redpely. Excluding the effect of the
nondeductible profit interest expense on incometaeihcome taxes, the Company's income taxes éothitee months ended September 30,
2013 and 2012 would have been 36.5% and 36.3%cofrie before income taxes, respectively.

ADESA Results

Three Months Ended

September 30,

(Dollars in millions) 2013 2012

ADESA revenue $ 275.¢  $ 257.(
Cost of services* 152.( 147.2
Gross profit* 123.¢ 109.¢
Selling, general and administrative 62.¢ 61.€
Depreciation and amortization 22.¢ 23.t
Operating profit $ 38.C $ 24.1

* Exclusive of depreciation and amortization

Revenu

Revenue from ADESA increased $18.4 million, or 786$275.4 million for the three months ended Sep&m30, 2013 , compared with
$257.0 million for the three months ended Septeribe2012 . The increase in revenue was primarnBsalt of a 13% increase in the number
of vehicles sold, partially offset by a 5% decre@msevenue per vehicle sold to approximately $f&85he three months ended September 30,
2013, compared with approximately $565 for the¢hmonths ended September 30, 2012 .

The total number of used vehicles sold at ADESAansed 13% for the three months ended Septemb2038,, compared with the
three months ended September 30, 2012 . The ircheamlume sold was attributable to a 16% incréasestitutional volume, including
vehicles sold on our online only platform, as veadla 10% increase in dealer consignment unitsisaleé third quarter of 2013 compared with
the third quarter of 2012. Online sales volumesADESA represented approximately 35% of the totddigles sold in the thirquarter of 201:
compared with approximately 28% in the third quaafe2012. "Online sales" includes the following:gelling vehicles directly from a
dealership or other interim storage location (ig@str selling); (ii) online solutions that offer velais for sale while in transit to auction locati
(midstream selling); (iii) simultaneously broaddagtvideo and audio of the physical auctions tarenbidders (LiveBlock); and (iv) bulletin-
board or real-time online auctions (DealerBl8gkBoth the upstream and midstream selling repte'serine only" sales, which represent
approximately half of ADESA's online sales volume.

Revenue per vehicle sold decreased 5% as a résullecrease in the utilization of ancillary seed@s a result of more vehicles being
sold online as well as the change in mix of velsittavards more dealer consignment cars sold aigaiysiction locations. Vehicles sold
online and dealer consignment cars utilize feweiliany services than institutional vehicles sotghysical auction locations. The used vehicle
conversion percentage at physical auction locaticaisulated as the number of vehicles sold ag@eptage of the number of vehicles entered
for sale at our ADESA auctions, increased to 56f6@the three months ended September 30, 2@b&pared with 55.3% for the three mor
ended September 30, 2012 . For the three monttesiédeptember 30, 2013 , dealer consignment vehigteesented approximately 52% of
used vehicles sold at ADESA physical auction laoatj an increase from approximately 51% for theghmonths ended September 30, 2012

Gross Profit

For the three months ended September 30, 20135 grofit for ADESA increased $13.6 million, or 1284 $123.4 million , compared
with $109.8 million for the three months ended 8epier 30, 2012 . Gross profit for ADESA was 44.&%ewenue for the three months endec
September 30, 2013 , compared with 42.7% of revémuthe three months ended September 30, 2012 indnease in gross profit as a
percentage of revenue for the three months endeigi@ber 30, 2013 , compared with the three momnitee September 30, 2012 , was
primarily the result of the 7% increase in reverineaddition, cost of services also benefited fithi lower utilization of ancillary services as a
result of increases in both vehicles sold onling d@aler consignment cars.
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Selling, General and Administrative

Selling, general and administrative expenses ®™BESA segment increased $1.2 million, or 2%,68.8 million for the three months
ended September 30, 2013 , compared with $61.6milbr the three months ended September 30, 2ffitharily due to increases in
incentive-based compensation and compensation sgppartially offset by a reduction in loss on shé of idle property.

IAA Results
Three Months Ended
September 30,

(Dollars in millions) 2013 2012

IAA revenue $ 198.¢ $ 167.¢
Cost of services* 128.1 106.(
Gross profit* 70.7 61.£
Selling, general and administrative 20.£ 14.¢
Depreciation and amortization 18.5 17.1
Operating profit $ 316§ 29.5

* Exclusive of depreciation and amortization

Revenu

Revenue from IAA increased $31.4 million, or 19%$1.98.8 million for the three months ended Septm30, 2013 , compared with
$167.4 million for the three months ended SepterB0e2012 . The increase in revenue was a resah a@ficrease in vehicles sold of
approximately 16% for the three months ended Sdme®0, 2013 , as well as increases in revenueghécle sold. IAA's total loss vehicle
inventory has increased over 15% at September(B(B 2as compared to September 30, 2012 . Velsoldsunder purchase agreements were
approximately 8% of total salvage vehicles soldtlfer three months ended September 30, 2013 and. ZDilhe sales volumes for IAA for ti
three months ended September 30, 2013 and 201&septed approximately half of the total vehicldd &y IAA.

Gross Profit

For the three months ended September 30, 2013s grofit at IAA increased to $70.7 million , or.8% of revenue, compared with
$61.4 million , or 36.7% of revenue, for the threenths ended September 30, 2012 . The gross profédase was primarily the result of the
increase in volume. The decrease in gross profit@ercentage of revenue was mainly attributabdntmcrease in expenses associated with
volume increases, including transportation anddablated costs. An increase in the purchase pfieehicles sold under purchase agreement
also contributed to the decrease in gross profitgggage, as the entire selling price of the vehikkecorded as revenue and cost of services.

Selling, General and Administrative

Selling, general and administrative expenses atilfdeased $5.6 million, or 38%, to $20.4 milli@r the three months ended
September 30, 2013 , compared with $14.8 milliartlie three months ended September 30, 2012 .ntheaise in selling, general and
administrative expenses was attributable to inggasincentive-based compensation expense andriafmn technology costs.
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AFC Results

Three Months Ended

September 30,

(Dollars in millions except volumes and per loan aomts) 2013 2012
AFC revenue

Interest and fee income $ 534 § 47.¢

Other revenue 2.7 2.7

Provision for credit losses 2.7 (0.7)

Other service revenue 5.1 —

Total AFC revenue 59.t 50.t
Cost of services* 16.1 10.¢
Gross profit* 43.4 39.€
Selling, general and administrative 6.4 5.C
Depreciation and amortization 7.2 5.7
Operating profit $ 296 $ 28.¢
Loan transactions 342,28: 313,07!
Revenue per loan transaction, excluding "Otherisemevenue” $ 15¢ % 161

* Exclusive of depreciation and amortization

Revenu

For the three months ended September 30, 2013 ,r&¥&ue increased $9.0 million, or 18%, to $5%il6an , compared with $50.5
million for the three months ended September 3@220The increase in revenue was the result of an@%ase in loan transactions and $5.1
million of "Other service revenue" generated byf€red Warranties, Inc. (“PWI"), for the three mbstended September 30, 2013 , compare
with the same period in 2012 , partially offsetdb$% decrease in revenue per loan transactioméathree months ended September 30, 2013
PWI, a service contract business, was acquiredne 2013. In addition, managed receivables incces$1,074.0 million at September 30,
2013 from $938.5 million at September 30, 2012 .

Revenue per loan transaction, which includes bmihg paid off and loans curtailed, decreased $2%Qmprimarily as a result of an
increase in the provision for credit losses, phytiaffset by increases in floorplan fee incomeeimge loan values and average loan duration.
Revenue per loan transaction excludes "Other sreicenue.”

Gross Profit

For the three months ended September 30, 2013s grofit for the AFC segment increased $3.8 mmillior 10%, to $43.4 million ,
compared with $39.6 million for the three monthdesh September 30, 2012 , primarily as a resulhdf&% increase in revenue, partially
offset by a 48% increase in cost of services. Tibeeiase in cost of services was primarily the tesfuhe inclusion of expenses associated witl
PWI, as well as increases in compensation expense.

Selling, General and Administrative

Selling, general and administrative expenses at ie@ased $1.4 million, or 28%, to $6.4 milliofor, the three months ended
September 30, 2013 , compared with $5.0 milliortfierthree months ended September 30, 2012 . Theaige was primarily the result of
expenses associated with PWI, as well as incréas@snpensation expense.
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Holding Company Results

Three Months Ended

September 30,
(Dollars in millions) 2013 2012
Selling, general and administrative $ 30.7 % 20.¢
Depreciation and amortization 1.3 0.t
Operating loss $ (820 $ (21.9

Selling, General and Administrative

For the three months ended September 30, 201Bngsegjeneral and administrative expenses at thdifigpcompany increased $9.8
million, or 47%, to $30.7 million , compared witR9 million for the three months ended SeptemBe812 , primarily as a result of an
increase in stock-based compensation expensedétathe KAR LLC and Axle LLC profit interests, a&ll as an increase in incentive-based
compensation, compensation expense and other eegptelated expenses. For the three months endéengegr 30, 2013 , stock-based
compensation expense related to the KAR LLC anaéAXIC operating and value units was $11.3 millioompared with $5.0 million for the
three months ended September 30, 2012 . For the thonths ended September 30, 2013, approximaetyndillion was paid to the KAR
LLC profit interest holders and approximately $1milion was paid to the Axle LLC profit interesbliers. The cash received by the profit
interest holders was paid by KAR LLC and Axle LLXone of the Company's cash was used to pay thé prigfrest holders.

Overview of Results of KAR Auction Services, Inor the Nine Months Ended September 30, 2013 and201

Nine Months Ended

September 30,

(Dollars in millions except per share amounts) 2013 2012
Revenues

ADESA $ 8441 $ 791.¢

IAA 623.2 534.1

AFC 165.2 144.:
Total revenues 1,632.° 1,469.
Cost of services* 926.5 796.7
Gross profit* 706.2 673.(
Selling, general and administrative 333.8 319.¢
Depreciation and amortization 145.¢ 143.¢
Operating profit 227.C 209.7
Interest expense 79.5 89.¢
Other income, net (2.5 (1.6
Loss on modification/extinguishment of debt 5.4 —
Income before income taxes 144.¢ 121t
Income taxes 59.t 52.4
Net income $ 85.2 % 69.1
Net income per share

Basic $ 06z $ 0.51

Diluted $ 0.61 $ 0.5C

* Exclusive of depreciation and amortization

For the nine months ended September 30, 2013 adedvenue of $1,632.7 million compared with rexeofi$1,469.7 million for the
nine months ended September 30, 2012 , an incodddd%. For a further discussion of revenues, gposfit and selling, general and
administrative expenses, see the segment ressttssgiions below.
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Superstorm Sandy

In October 2012, Superstorm Sandy damaged proffedyghout the Eastern United States with the migsiificant damage concentra
in New Jersey and New York. As a direct result gp&storm Sandy's effect on New York City and nea@ing communities, damage from -
storm is estimated at over $70 billion. Althougk ttamage from Superstorm Sandy was widespreaddkesignificant damage was
concentrated on the eastern seaboard of the Usftds. KAR and its subsidiaries did not experiesigrificant damage to its properties or
vehicles stored on our properties for our custonféestain auction activities were delayed due togrooutages, temporary loss of internet
access and the inability of customers to attendhtlotions immediately following the damage credtg@&uperstorm Sandy.

IAA provides salvage auction services to substdytél of the major automobile insurance comparirethe United States. Contracts
with IAA's insurance customers require 1AA to prdiservices in the event of catastrophic evengsSiliperstorm Sandy. Typically these
catastrophic events create a temporary increa$einumber of cars processed and sold. The natdine damage, the need to service our
customers in a short period of time and the geddcagpncentration in a heavily populated, high @si, led to substantially increased costs
incurred to handle the significantly greater volsnoé vehicles.

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

In the first nine months of 2013, IAA sold over @30 Superstorm Sandy vehicles resulting in reverfiwpproximately$29.7 million anc
cost of services of approximately $43.2 million.e@adl, IAA incurred a praax net loss of $13.5 million related to the praieg of Superstort
Sandy vehicles in the first nine months of 2013sTtet loss has been excluded from Adjusted EBITiDAccordance with the definitions in
our Credit Agreement. These losses are net of@ustrvices revenue realized upon the sale ofeéh&hes. The significantly higher tow costs
incurred in order to respond to the requirementsusfcustomers, increased occupancy costs due tedking of temporary locations to proc
Superstorm Sandy vehicles and increased labor faysttse temporary work force brought into the Néark and New Jersey area has resultec
in a net loss on the sale of the Superstorm Saabiches.

Depreciation and Amortizatio

Depreciation and amortization increased $2.5 mmliar 2%, to $145.9 million for the nine months ed&eptember 30, 2013 , comparec
with $143.4 million for the nine months ended Sepgier 30, 2012 . The increase in depreciation anattézation was due to an increase in
depreciation resulting from certain assets plaoezkivice over the last twelve months.

Interest Expens

Interest expense decreased $10.5 million, or 18%79.3 million for the nine months ended Septen30e12013 , compared with $89.8
million for the nine months ended September 30220The decrease in interest expense was prinduiyto the decrease in the interest rate ¢
Term Loan B debt which was refinanced on March2l,3. The interest rate on Term Loan B debt was%.dt September 30, 20&8mpare:
with an interest rate of 5% at September 30, 2012 .

Other Income, Net

We had other income of $2.5 million for the ninentits ended September 30, 2013 , compared withrillién for the nine months
ended September 30, 2012 . The change in othemi@eaas primarily due to $1.0 million of conting@onsideration that was recorded in the
first nine months of 2012.

Loss on Moadification/Extinguishment of Di

In March 2013, we amended our Credit Agreementreave recorded a $3.9 million pretax charge requftiom certain expenses related
to the Credit Agreement amendment, as well as tite-off of certain unamortized debt issuance cassciated with the term loan.
Additionally, in April 2013, we prepaid the $150r@llion principal amount of the floating rate senimtes with proceeds received from
refinancing Term Loan B as part of the Second Amegmnt to the Credit Agreement. In the second quait@013, we recorded a $0.8 million
pretax charge primarily resulting from the writd-of unamortized debt issuance costs associatddthat floating rate senior notes. Finally, in
the second quarter of 2013, we recorded a $0.7
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million pretax charge primarily resulting from theite-off of unamortized securitization issuancetsaassociated with AFC's Receivables
Purchase Agreement.

Income Taxe

We had an effective tax rate of 41.1% for the mmanths ended September 30, 2013 , compared wifffactive tax rate of 43.1% for
the nine months ended September 30, 2012 . ExgJutimeffect of the discrete items, our effectae tate for the nine months ended
September 30, 2013 and 2012 would have been 41m8%me before income taxes includes the impaetyf, of profit interest expense which
is not deductible by us for income tax purposes.th® nine months ended September 30, 2013 andtB@ie was profit interest expense of
$12.3 million and $12.0 million, respectively. Exding the effect of the nondeductible profit infrexpense on income before income taxes,
the Company's income taxes for the nine monthsce8éptember 30, 2013 and 2012 would have been 3a@n@k89.3% of income before
income taxes, respectively.

ADESA Results

Nine Months Ended

September 30,

(Dollars in millions) 2013 2012

ADESA revenue $ 844 $ 791.4
Cost of services* 469.¢ 442.¢
Gross profit* 374.k 348.¢
Selling, general and administrative 187.% 189.¢
Depreciation and amortization 66.¢ 73.€
Operating profit $ 120.C § 85.€

* Exclusive of depreciation and amortization

Revenu

Revenue from ADESA increased $52.9 million, or 7&6$844.3 million for the nine months ended Septen@®, 2013 , compared with
$791.4 million for the nine months ended Septen30e2012 . The increase in revenue was primarniBsalt of a 9% increase in the number of
vehicles sold, partially offset by a 2% decreaseirenue per vehicle sold to over $540 for the nimaths ended September 30, 2013 ,
compared with over $550 for the nine months endsate3nber 30, 2012 .

The total number of used vehicles sold at ADESAdansed 9% for the nine months ended Septembe038,,Zompared with the nine
months ended September 30, 2012 . The increas@ume sold was attributable to an increase intutstinal volume, including vehicles sold
on our online only platform, as well as a 7% inse@ dealer consignment units sold in the firsennonths of 2013 compared with the first
nine months of 2012. Online sales volumes for ADES8presented approximately 35% of the total vehiskdd in the first nine months of
2013, compared with approximately 30% in the fiisie months of 2012. "Online sales" includes tH¥ang: (i) selling vehicles directly
from a dealership or other interim storage locafigmstream selling); (ii) online solutions thateffrehicles for sale while in transit to auction
locations (midstream selling); (iii) simultaneou$iypadcasting video and audio of the physical anstto online bidders (LiveBlodk); and
(iv) bulletin-board or real-time online auctionsefilerBlock®). Both the upstream and midstream selling repte'sgine only" sales, which
represent approximately half of ADESA's online salelume.

Revenue per vehicle sold decreased 2% as a résullecrease in the utilization of ancillary seed@s a result of more vehicles being
sold online as well as the change in mix of velsittavards more dealer consignment cars sold aigaiysiction locations. Vehicles sold
online and dealer consignment cars utilize feweiliany services than institutional vehicles sotghysical auction locations. The used vehicle
conversion percentage at physical auction locaticaisulated as the number of vehicles sold ag@eptage of the number of vehicles entered
for sale at our ADESA auctions, increased to 58{@fthe nine months ended September 30, 2013 , amedwith 57.8% for the nine months
ended September 30, 2012 . For the nine monthsiedeigtember 30, 2013 , dealer consignment velriefresented approximately 50% of
used vehicles sold at ADESA physical auction lag&j an increase from approximately 49% for the minths ended September 30, 2012 .
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Gross Profit

For the nine months ended September 30, 2013 s groéit for ADESA increased $25.7 million, or 7%,$374.5 million , compared
with $348.8 million for the nine months ended Sepier 30, 2012 . Gross profit for ADESA was 44.4%edfenue for the nine months ended
September 30, 2013 , compared with 44.1% of revémuine nine months ended September 30, 2012 indnease in gross profit percentage
for the nine months ended September 30, 2013 , aedwith the nine months ended September 30, 202 primarily the result of the 7%
increase in revenue. In addition, cost of servades benefited from the lower utilization of anail}f services as a result of increases in both
vehicles sold online and dealer consignment cars.

Selling, General and Administrative

Selling, general and administrative expenses ®MBESA segment decreased $1.9 million, or 1%1®&7%7 million for the ninenonths
ended September 30, 2013 , compared with $189I@mibr the nine months ended September 30, 2@tEnarily due to decreases in non-
cash stock-based compensation expense, bad dedtsexand travel expenses, partially offset by as@e in incentivibased compensation &
compensation expense.

IAA Results
Nine Months Ended
September 30,

(Dollars in millions) 2013 2012

IAA revenue $ 6232 $ 534.1
Cost of services* 416.¢ 322.¢
Gross profit* 206.¢ 211.:
Selling, general and administrative 59.t 52.7
Depreciation and amortization 55.4 50.¢
Operating profit $ 91 § 107.¢

* Exclusive of depreciation and amortization

Revenu

Revenue from IAA increased $89.1 million, or 17%$623.2 million for the nine months ended Septerm3Be2013 , compared with
$534.1 million for the nine months ended Septen®¥e12012 . The increase in revenue was a resalh d@ficrease in vehicles sold of
approximately 14% for the nine months ended Sepeer@®, 2013 , as well as increases in revenuegdecle sold. IAA's total loss vehicle
inventory has increased over 15% at September(B(B 2as compared to September 30, 2012 . Velsoldsunder purchase agreements were
approximately 7% of total salvage vehicles soldtifier nine months ended September 30, 2013 and.2Ddkne sales volumes for IAA for the
nine months ended September 30, 2013 and 201%espieal approximately half of the total vehiclesidnl 1AA.

Gross Profit

For the nine months ended September 30, 2013 s grofit at IAA decreased to $206.8 million , or.3% of revenue, compared with
$211.3 million , or 39.6% of revenue, for the nmenths ended September 30, 2012 . The gross gegfiease was primarily the result of the
29% increase in cost of services. The decreasmssgrofit as a percentage of revenue was maitrip@table to an increase in expenses
associated with processing total loss vehiclegedlto Superstorm Sandy, which included increasémwing costs, compensation expense,
temporary rental property expense, travel expeasdsniscellaneous yard and auction expenses, Aasvelcreased costs associated with
volume increases. An increase in the purchase pfigehicles sold under purchase agreements atsilmoted to the decrease in gross profl
a percentage of revenue, as the entire selling pfithe vehicle is recorded as revenue and casrefces.

In the first ninemonths of 2013, IAA sold over 45,000 Superstormdyarehicles resulting in revenue of approximate2® $ million anc
cost of services of approximately $43.2 million.e@adl, for the nine months ended September 30, 2044 incurred a pre-tax net loss of
$13.5 million related to the processing of Superst8andy vehicles. Excluding the impact of reverargs expenses associated with
Superstorm Sandy, the gross margin percentagbddirst nine months of 2013 would have been 370f%&venue.
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Selling, General and Administrative

Selling, general and administrative expenses at ilfcheased $6.8 million, or 13%, to $59.5 milli@r the nine months ended
September 30, 2013 , compared with $52.7 milliarilie nine months ended September 30, 2012 . Tnedse in selling, general and
administrative expenses was attributable to ine®asincentive-based compensation expense andriafmn technology costs.

AFC Results
Nine Months Ended
September 30,

(Dollars in millions except volumes and per loan aomts) 2013 2012
AFC revenue

Interest and fee income $ 156.8 $ 140.¢

Other revenue 7.6 8.C

Provision for credit losses 6.3 (4.€)

Other service revenue 7.1 —

Total AFC revenue 165.2 144.:
Cost of services* 40.: 31.c
Gross profit* 124.¢ 112.¢
Selling, general and administrative 18.2 16.1
Depreciation and amortization 20.c 17.€
Operating profit $ 86.4 $ 79.2
Loan transactions 1,014,03 924,89:
Revenue per loan transaction, excluding "Otherisemevenue” $ 15¢ $ 15¢€

* Exclusive of depreciation and amortization

Revenu

For the nine months ended September 30, 2013 ,ra#hue increased $21.0 million, or 15%, to $1@6ilon , compared with $144.2
million for the nine months ended September 302201he increase in revenue was the result of aib@¥%ase in loan transactions and $7.1
million of "Other service revenue" generated byf@red Warranties, Inc. ("PWI"), for the nine masitnded September 30, 2013 , compared
with the same period in 2012 . PWI, a service amttbusiness, was acquired in June 2013. In additi@naged receivables increased to
$1,074.0 million at September 30, 2013 from $938ilion at September 30, 2012 .

Revenue per loan transaction, which includes bmhg paid off and loans curtailed, was consistétit tive prior year. An increase in the
provision for credit losses was offset by increasesverage loan values and average loan durd@ewenue per loan transaction excludes
"Other service revenue."

Gross Profit

For the nine months ended September 30, 2013 s groéit for the AFC segment increased $12.0 millior 11%, to $124.9 million ,
compared with $112.9 million for the nine monthsleth September 30, 201primarily as a result of a 15% increase in reegmartially offse
by a 29% increase in cost of services. The incri#msest of services was primarily the result af thclusion of expenses associated with PWI.
as well as increases in compensation expense.

Selling, General and Administrative

Selling, general and administrative expenses at lg@ased $2.1 million, or 13%, to $18.2 milliofor, the nine months ended
September 30, 2013, compared with $16.1 milliartlie nine months ended September 30, 2012 . Tease was primarily the result of
expenses associated with PWI, as well as increagesfessional fees and compensation expenseaipadffset by decreases in stock-based
compensation expense.
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Holding Company Results

Nine Months Ended

September 30,
(Dollars in millions) 2013 2012
Selling, general and administrative $ 67.¢ $ 61.t
Depreciation and amortization 3.4 1.4
Operating loss $ (7119 % (62.9)

Selling, General and Administrative

For the nine months ended September 30, 2013ngaieneral and administrative expenses at thaifgppcompany increased $6.4
million, or 10%, to $67.9 million , compared witB 25 million for the nine months ended Septembe2BQ2 , primarily as a result of an
increase in incentive-based compensation and ethptoyee related expenses. For the nine monthsié®ejstember 30, 2013, stock-based
compensation expense related to the KAR LLC an@&AXIC operating and value units was $12.3 millicompared with $12.0 million for the
nine months ended September 30, 2012. For thenmim¢hs ended September 30, 2013, approximatelyr8idn was paid to the KAR LLC
profit interest holders and approximately $17.0iorlwas paid to the Axle LLC profit interest hotdeThe cash received by the profit interest
holders was paid by KAR LLC and Axle LLC. None bétCompany's cash was used to pay the profit sttb@ders.

LIQUIDITY AND CAPITAL RESOURCES

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

September 30, December 31,  September 30,

(Dollars in millions) 2013 2012 2012

Cash and cash equivalents $ 196.C $ 108.7 $ 163.7
Restricted cash 9.1 11.¢ 7.7
Working capital 363.1 294t 319.¢
Amounts available under credit facility* 250.( 250.( 250.(
Cash flow from operations 318.¢ 238.(

* There were related outstanding letters of cretdling approximately $23.6 million at Septemb@r 3013 and December 31, 2012,
and $22.8 million at September 30, 2012 , whicluced the amount available for borrowings underctiedlit facility.

Working Capital

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

Our available cash, which excludes cash in trangi $124.8 million at September 30, 2013 . Of éin®unt, approximately $29.6
million was held by foreign subsidiaries. If therfian of funds held by our foreign subsidiariestthage considered to be permanently reinveste
were to be repatriated, tax expense would need ticbrued at the U.S. statutory rate, net of apjigble foreign tax credits. Such foreign tax
credits would substantially offset any U.S. taxtest tvould be due in the event cash held by ouidarsubsidiaries was repatriated.

AFC offers short-term inventory-secured financialgo known as floorplan financing, to independesgduvehicle dealers. Financing is
primarily provided for terms of 30 to 60 days. Ap@incipally generates its funding through the sdlés

32




receivables. The receivables sold pursuant togbergtization agreements are accounted for as s@dorrowings. For further discussion of
AFC's securitization arrangements, see "Secuiibadacilities."”

Credit Facilities

On May 19, 2011, we established a $1.7 billion;ys&ar senior secured term loan facility (“Term Ldgi) and a $250 million, five-year
senior secured revolving credit facility, the terofisvhich are set forth in the Credit Agreementedaas of May 19, 2011 (the “Credit
Agreement”). The Credit Facility is available fetters of credit, working capital and general coap® purposes (including refinancing certain
Existing Indebtedness (as defined in the Credite&grent)). The Company pays a commitment fee oSG points, payable quarterly, on the
average daily unused amount of the Credit Facility.

In March 2013, we entered into the Second Amendretite Credit Agreement. The amendment increasech Toan B $150.0 million
to $1.8 billion and decreased the interest rat&€emm Loan B to adjusted LIBOR plus 2.75% from athdd_IBOR plus 3.75%. In addition, the
adjusted LIBOR rate floor decreased to 1.0% froBb%. The interest rate on Term Loan B was 3.75%eatember 30, 2013 . For the nine
months ended September 30, 2013 , we recordedar$ilion pretax charge resulting from certain expes related to the Credit Agreement
amendment, as well as the write-off of certain uodized debt issuance costs associated with theltan. The additional $150.0 million in
proceeds received from Term Loan B were used teeredthe floating rate senior notes due in 2014 pril 8, 2013. In the second quarter of
2013, we recorded a $0.8 million pretax charge arily resulting from the write-off of unamortizeelot issuance costs associated with the
redemption of the floating rate senior notes.

Term Loan B is payable in quarterly installmentsado 0.25% of the aggregate principal amountfakedSecond Amendment effective
date, and commenced on March 31, 2013. The Creaditiy is subject to mandatory prepayments andicédn in an amount equal to (i) the
net proceeds of certain debt offerings, asset sald<ertain insurance recovery events; and (iipfty fiscal year ending on or after December
31, 2011, any Excess Cash Flow, as defined in tediCAgreement, on or before the 10&ay following the end of the fiscal year. In April
2013, the Company made an excess cash flow payoh&88.4 million for the year ended December 31,20n addition, in accordance with
the terms of the Credit Agreement, 50% of the ashqroceeds from the sale-leaseback of certdimddmgy and capital equipment were usec
to prepay $5.2nillion of Term Loan B in the first nine months 2013. The prepayments were credited to prepaydarasf maturity the unpa
amounts due on the next eight scheduled quartestaliments of Term Loan B, and thereafter to #raaining scheduled quarterly installme
of Term Loan B on a pro rata basis. As such, #ffierdebt prepayments, there are no further qugitestallments due until June 30, 2015.

On September 30, 2013, $1,775.3 million was ontstey on Term Loan B and there were no borrowingthe revolving credit facility.
In addition, there were related outstanding lettérsredit in the aggregate amount of $23.6 mill@rSeptember 30, 2013 , which reduce the
amount available for borrowings under the creditlifizg. Our Canadian operations also have a C$#aniline of credit which was undrawn as
of September 30, 2013 . However, there were relatéets of credit outstanding totaling approxinhate$1.2 million at September 30, 2013 ,
which reduce credit available under the Canadiz dif credit.

The Credit Agreement contains certain restrictognl covenants, including, among others, a finamecigénant requiring that a maximum
consolidated senior secured leverage ratio befisattias of the last day of each fiscal quarteeifalving loans are outstanding, and covenants
limiting our ability to incur indebtedness, graigns, make acquisitions, consummate change of@drénsactions, dispose of assets, pay
dividends, make capital expenditures, make investsngnd engage in certain transactions with affiiaThe senior secured leverage ratio is
calculated as total senior secured debt dividethbyast four quarters consolidated Adjusted EBIT3Anior secured debt includes term loan
borrowings, revolving loans and capital lease liags less available cash as defined in the Ciedieement. Consolidated Adjusted EBITDA
is EBITDA (earnings before interest expense, inctaxes, depreciation and amortization) adjustesktdude among other things (a) gains ant
losses from asset sales; (b) unrealized foreigrenay translation gains and losses in respectdwtitedness; (c) certain noeeurring gains ar
losses; (d) stock option expense; (e) certain atbacash amounts included in the determinatiorebincome; (f) charges and revenue
reductions resulting from purchase accountingnfoority interest; (h) expenses associated withcthesolidation of salvage operations; (i)
consulting expenses incurred for cost reductioerajing restructuring and business improvementstf¢j) expenses realized upon the
termination of employees and the termination orcediation of leases, software licenses or othetrests in connection with the operational
restructuring and business improvement effortsef¢enses incurred in connection with permittedueigons; (I) any impairment charges or
write-offs of intangibles; and (m) any extraordipaunusual or nonrecurring charges, expenses se$os

Certain covenants contained within the Credit Agreet are critical to an investor's understandingwffinancial liquidity, as the failure
to maintain compliance with these covenants coeddlt in a default and allow our lenders to decsdramounts borrowed immediately due
and payable. The maximum consolidated senior sddeverage ratio is required to be met when thexeevolving loans outstanding under
our Credit Agreement. Beginning with the quartedeshDecember 31,
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2012 the ratio could not exceed 4.0 to 1.0 andicoes to decline throughout the remaining lifeted Credit Facility until it reaches 2.5 to 1.0
at March 31, 2016. Our actual consolidated ser@ouied leverage ratio was 3.2 to 1.0 at Septenthe2(@.3 .

In addition, the Credit Agreement contains cerfaiancial and operational restrictions that limitr@bility to pay dividends and other
distributions, make certain acquisitions or investis, incur indebtedness, grant liens and seltasEee covenants in the Credit Agreement
affect our operating flexibility by, among otheirths, restricting our ability to incur expenses amtebtedness that could be used to grow the
business, as well as to fund general corporateogesp We were in compliance with the covenantsérQredit Agreement at September 30,
2013.

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

Securitization Facilities

AFC sells the majority of its U.S. dollar denomig@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 agreemewtaIfor the revolving sale by AFC Funding Corparatio a group of bank purchasers of
undivided interests in certain eligible financeaigables subject to committed liquidity. AFC Furgli@orporation had committed liquidity of
$800 million for U.S. finance receivables at Sepien30, 2013 .

In June 2013, AFC and AFC Funding Corporation euténto the Fifth Amended and Restated Receivdbleshase Agreement (the
“Receivables Purchase Agreement”). The Receivdbleshase Agreement increased AFC Funding's U.Smitbed liquidity from $650
million to $800 million and extended the facilitytsturity date from June 30, 2014 to June 30, 201&ddition, certain of the covenants and
termination events in the Receivables Purchaseefgeat that are tied to the performance of the firarceivables portfolio were modified.
the second quarter of 2013, we recorded a $0.Tomifiretax charge primarily resulting from the wriff of unamortized securitization
issuance costs associated with the amendment.

We also have an agreement for the securitizatichubdmotive Finance Canada Inc.'s (“AFCI") receilesb In June 2013, AFCI entered
into the Second Amended and Restated Receivabtehdae Agreement (the “Canadian Receivables Purdhgizement”). The Canadian
Receivables Purchase Agreement extended the yaciliaturity date from June 30, 2014 to June 30620 addition, certain of the covenants
and termination events in the Canadian Receivatleshase Agreement that are tied to the performefites finance receivables portfolio
were modified. AFCl's committed liquidity is prowd through a third party conduit (separate fromUt. facility) and was C$100 million at
September 30, 2013 . The receivables sold pursadimtth the U.S. and Canadian securitization ageeg¢smare accounted for as secured
borrowings.

AFC managed total finance receivables of $1,074llomand $1,004.2 million at September 30, 2008 ®ecember 31, 2012 ,
respectively. AFC's allowance for losses was $8llom at September 30, 2013 and December 31, 2012

As of September 30, 2013 and December 31, 201D6%1 million and $996.0 million , respectively fimance receivables and a cash
reserve of 1 percent of the obligations collaterliby finance receivables served as securityhi®$742.4 million and $713.3 million of
obligations collateralized by finance receivableSeptember 30, 2013 and December 31, 2012 , rdsggcAfter the occurrence of a
termination event, as defined in the U.S. secuatitin agreement, the banks may, and could, caesgtalck of AFC Funding Corporation to be
transferred to the bank facility, though as a pcatmatter the bank facility would look to thedigation of the receivables under the
transaction documents as their primary remedy.

Proceeds from the revolving sale of receivablebédbank facilities are used to fund new loansustamers. AFC, AFC Funding
Corporation and AFCI must maintain certain finahc@enants including, among others, limits ondah@unt of debt AFC and AFCI can
incur, minimum levels of tangible net worth, andetcovenants tied to the performance of the finarceivables portfolio. The securitization
agreements also incorporate the financial coverariar Credit Facility. At September 30, 2018e were in compliance with the covenant
the securitization agreements.
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EBITDA and Adjusted EBITDA

EBITDA and Adjusted EBITDA, as presented hereie, supplemental measures of our performance thatcanequired by, or present
in accordance with, generally accepted accountingiples in the United States, or GAAP. They aoé measurements of our financial
performance under GAAP and should not be consideubdtitutes for net income (loss) or any othefgserance measures derived in
accordance with GAAP.

EBITDA is defined as net income (loss), plus instexpense net of interest income, income tax prowi(benefit), depreciation and
amortization. Adjusted EBITDA is EBITDA adjusted fihe items of income and expense and expectedrmamtal revenue and cost savings,
as described above in the discussion of certatrigtige loan covenants under “Credit Facilities.”

Management believes that the inclusion of suppleargradjustments to EBITDA applied in presentingustied EBITDA is appropriate
to provide additional information to investors abone of the principal measures of performance bieaur creditors. In addition,
management uses Adjusted EBITDA to evaluate odfppaance and to evaluate results relative to irngerdompensation targets. EBITDA
and Adjusted EBITDA have limitations as analytit@dls, and should not be considered in isolatioasoa substitute for analysis of the results
as reported under GAAP. These measures may natrbparable to similarly titted measures reporteather companies.

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

Three Months Ended September 30, 2013

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 145 % 13.¢ $ 18.€¢ $ (24.9) $ 22.¢
Add back:
Income taxes 9.1 8.4 12.C (9.9 19.€
Interest expense, net of interest income — 0.2 4.€ 21.C 25.¢
Depreciation and amortization 22.¢ 18.5 7.2 1.3 49.€
Intercompany interest 13.1 9.4 (5.6 (16.9) —
EBITDA 59.¢ 50.2 37.C (28.¢) 117.¢
Adjustments per the Credit Agreement 4.€ — (2.6) 10.¢ 12.¢
Adjusted EBITDA $ 63.¢ $ 50.2 $ 342 % (18.00 $ 130.¢

Three Months Ended September 30, 2012

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 5€ $ 122 $ 18.6 $ 179 $ 19.2
Add back:
Income taxes 4.€ 7.7 10.€ (9.9 13.¢
Interest expense, net of interest income 0.1 0.2 3.8 25.€ 29.¢
Depreciation and amortization 23.t 17.1 5.7 0.t 46.¢
Intercompany interest 13.€ 9.4 (4.6) (18.9 —
EBITDA 47 .4 46.7 34.€ (29.7) 109.¢
Adjustments per the Credit Agreement 7.C (2.7 (2.6) 5.4 7.7
Adjusted EBITDA $ 544 % 44¢€ $ 32.C % (13.9) $ 117.3
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Nine Months Ended September 30, 2013

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 475 $ 39.2 $ 542 $ (55.9 $ 85.c
Add back:
Income taxes 28.2 23.€ 34.2 (26.5) 59.t
Interest expense, net of interest income 0.4 0.7 12.z 65.€ 79.C
Depreciation and amortization 66.¢ 55.4 20.3 3.4 145.¢
Intercompany interest 39.¢ 28.4 (15.2) (53.0 —
EBITDA 182.5 147.¢ 106.( (66.9 369.7
Adjustments per the Credit Agreement 15.2 0.7 (7.2) 15.C 23.¢
Superstorm Sandy — 13t — — 13t
Adjusted EBITDA $ 197.¢ $ 161.¢ $ 98¢ % (519 % 407.(

Nine Months Ended September 30, 2012

(Dollars in millions) ADESA IAA AFC Corporate Consolidated
Net income (loss) $ 21¢ $ 46.7 $ 51 $ (50.) $ 69.1
Add back:
Income taxes 19.5 30.¢ 29.¢ (27.9) 52.4
Interest expense, net of interest incc 0.7 1.1 11.2 76.7 89.7
Depreciation and amortization 73.€ 50.¢ 17.€ 1.4 143.¢
Intercompany interest 40.7 28.c (13.7) (55.9 —
EBITDA 156.2 157.7 96.¢ (56.9) 354.¢
Adjustments per the Credit Agreement 21.C 0.7 (7.4 11.4 25.7
Adjusted EBITDA $ 1772 $ 158.2 $ 89.. $ 449 $ 380.:

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

Three Months Ended &Vgﬁi\éi

Ended
December 31, March 31, June 30, September 30, September 30,

(Dollars in millions) 2012 2013 2013 2013 2013
Net income (loss) $ 22¢ % 291 $ 334 % 22¢ $ 108.Z

Add back:

Income taxes 7.2 17.C 22.C 19.€ 66.7
Interest expense, net of interest income 29.£ 28.7 24.k 25.¢ 108.¢
Depreciation and amortization 46.¢ 47.: 49.C 49.€ 192.%
EBITDA 106.: 122.1 129.¢ 117.¢ 476.(
Other adjustments per the Credit Agreeme 4.7 6.1 3.1 2.6 16.€
Noncash charges 3.1 0.4 7.6 13.2 24.¢
AFC interest expense 3.3 3.2 (3.9 (3.9 (13.7)
Superstorm Sandy 9.1 10.¢ 2.7 — 22.¢
Adjusted EBITDA $ 119.¢ $ 136.2 $ 1402 $ 130.¢ $ 526.¢
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Summary of Cash Flows

Nine Months Ended

September 30,
(Dollars in millions) 2013 2012
Net cash provided by (used by):
Operating activities $ 318.2 $ 238.(
Investing activities (180.%) (112.9)
Financing activities (46.5) (62.9)
Effect of exchange rate on cash (3.9 3.1
Net increase in cash and cash equivalents $ 87.2 § 66.

Cash flow from operating activities was $318.4 iwillfor the nine months ended September 30, 2@b&pared with $238.0 million for
the nine months ended September 30, 2012 . Theaserin operating cash flow was primarily attribléao:

. increased profitability; ar
. the timing of collections and the disbursemdiftinds to consignors related to auctions held pesiodends

Net cash used by investing activities was $180Ifamifor the nine months ended September 30, 2@i8npared with $112.5 milliofor
the nine months ended September 30, 2012 . Theaserin net cash used by investing activities wiasapily attributable to:

. cash paid of $28.8 million for acquisitions, luding PWI Holdings, Inc., in the first nine montbs2013, compared with $0.5
million for an acquisition in the first nine montb§2012 (see Notes to Consolidated Financial Btatgs - Note 2,
Acquisitions);

. an increase in finance receivables held for investimani

. an increase in capital expenditures of approtetyeb14.5 million. For a discussion of the Comparmapital expenditures, see
“Capital Expenditures” below.

Net cash used by financing activities was $46.%ioniffor the nine months ended September 30, 2@bsnpared with $62.3 million for
the nine months ended September 30, 2012 . Theatxzin net cash used by financing activities wiasgpily attributable to:

. the repayment of the Company's revolving creditifgdotaling $68.9 million in the first nine mohs of 2012

. the timing of book overdrafts, as there wasramdase of $38.6 million for the nine months enegdtember 30, 2013 ,
compared with an increase of $10.8 million for tiree months ended September 30, 2012 . Book ovesdedate to the timing
of payments to consignors of vehicles;

. an increase in the issuance of common stock urnidek plans; an
. an increase in obligations collateralized by firaneceivable:
partially offset by:
. $52.2 million in dividend payments in 2013, compawgth none in 201:

. a net increase in debt activity for the nine therended September 30, 2013 due to payments gridom debt of $49.2 milliol
compared with payments on long-term debt of $121Bom for the nine months ended September 30, 204rd

. payments of $26.0 million for debt issuance castdd13
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Capital Expenditures

Capital expenditures for the nine months endedeBeipér 30, 2013 and 2012 approximated $75.3 midiwh $60.8 million respectively
Capital expenditures were funded primarily fromemmially generated funds. We continue to investunamre information technology
capabilities and capacity expansion. Capital exjieres are expected to be approximately $95 milfanfiscal year 2013, compared with
$102.0 million for the year ended December 31, 204&ticipated capital expenditures are primariliyibtitable to ongoing information syste
projects, integration of OPENLANE and ADESA infortioa systems, upkeep and improvements at existiicle auction facilities,
improvements in information technology systems iafihstructure and expansion and relocation oftexgsauction sites that are at capacity.
Future capital expenditures could vary substagtiadised on capital project timing and the initiatad new information systems projects to
support our business strategies.

Dividends

Subiject to board of director approval, we expegayp a quarterly dividend of $0.25 per share in204ing cash flow from operations,
representing an annualized dividend of $1.00 paresiThe following dividend information has beeleased in 2013:

. On February 20, 2013, the board of directorsoanoed a cash dividend of $0.19 per share thapaigison April 4, 2013, to
stockholders of record at the close of businesslarch 25, 2013.

. On May 1, 2013, the board of directors annourecedsh dividend of $0.19 per share that was paituty 3, 2013, to
stockholders of record at the close of businesiumie 24, 2013.

. On August 6, 2013, the board of directors aneedra cash dividend of $0.19 per share that wakgraOctober 3, 2013, to
stockholders of record at the close of businesSaptember 24, 2013.

. On November 5, 2013, the board of directors anoed a cash dividend of $0.25 per share payablawoaary 3, 2014, to
stockholders of record at the close of businesBerember 20, 2013.

Future dividend decisions will be based on andcaéiib by a variety of factors, including our finasaondition and results of operations,
contractual restrictions, including restrictive eaants contained in our Credit Agreement and ABE&siritization facilities, capital
requirements and other factors that our boardretcthrs deems relevant. We have limited prior nystd declaring or paying any cash or other
dividends, and no assurance can be given as tdahaty future dividends may be declared by ourdofdirectors or the amount thereof.

Acquisitions

In June 2013, the Company purchased the stock dfHRdings, Inc., whose subsidiary, Preferred Wiatiess, Inc., markets vehicle
service contracts through a network of independsatl vehicle dealers. The acquisition is expeaetréengthen KAR's product offerings to
independent used vehicle dealers. The assets oHlIngs, Inc. included accounts receivable, safenand customer relationships related tc
the business. Financial results for this acquisitiave been included in our consolidated finarstatements from the date of acquisition.

The purchase price of PWI Holdings, Inc., net aftzavas approximately $27.3 million. The acquirsslets and liabilities were recorded
based upon fair values, including $26.9 millionigised to intangible assets, representing the firesof acquired customer relationships,
tradenames and software, which are being amortizedtheir respective useful lives. The acquisitiesulted in goodwill of $22.7 million
which is not expected to be deductible for tax psgs. The goodwill is recorded in the AFC repodaaagment. The financial impact of this
acquisition was immaterial to the Company's statgragincome for the three and nine months endegie®eber 30, 2013.
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Contractual Obligations

The Company's contractual cash obligations for{mmm debt, interest payments related to long-téeist, capital lease obligations,
operating leases and postretirement benefit paywesite summarized in the table of contractual elihgs in our Annual Report on Form 10-
K for the year ended December 31, 2012 . Since bee 31, 2012 , there have been no material changhe contractual obligations of the
Company, with the exception of the following:

. In March 2013, we amended our Credit Agreemdrtkvresulted in a lower interest rate on Term LBaas such, our future
interest payments related to long-term debt shbaltbwer than projected at December 31, 2012, asthrest rate decreased
from adjusted LIBOR plus 3.75% to adjusted LIBORR.75%;

. In April 2013 we prepaid the $150.0 million pripal amount of the floating rate senior notes wlith additional proceeds of
$150.0 million received from incremental borrowinggler Term Loan B in March 2013;

. In April 2013, we made an excess cash flow payréf89.4 million on Term Loan B; a

. In April, May and July 2013, 50% of the net cgshceeds from the sale-leaseback of certain tdegp@nd capital equipment
were used to prepay $5.2 million of Tern Loan B.

See Note 6 to the Consolidated Financial Statemimisided elsewhere in this Quarterly Report omi&0-Q, for additional
information about the items described above. Ouatregtual cash obligations as of December 31, 2@t& discussed in the "Contractual
Obligations" section of "Management's Discussiodt Analysis of Financial Condition and Results ofe@gqiions" in Part I, Item 7 of our
Annual Report on Form 10-K for the year ended Ddmemn31, 2012 , as filed with the Securities andhiaxge Commission.

Critical Accounting Estimates

Our critical accounting estimates are discussalar'Critical Accounting Estimates" section of "Mayement's Discussion and Analysis
of Financial Condition and Results of OperatiomsPart II, tem 7 of our Annual Report on Form 10df the year ended December 31, 2012
as filed with the Securities and Exchange Commisstfosummary of significant accounting policiesliscussed in Note 2 and elsewhere in
Notes to the Consolidated Financial Statementsideal in our Annual Report on Form-K for the year ended December 31, 2012 , which
includes audited financial statements.

New Accounting Standards

In July 2013, the Financial Accounting Standardamfq"FASB") issued Accounting Standards UpdateS{UA) 2013-11)ncome Taxes
(Topic 740)- Presentation of an Unrecognized TaneBie When a Net Operating Loss Carryforward, ailsinTax Loss, or a Tax Credit
Carryforward Exists The new guidance provides clarification on thespntation of unrecognized tax benefits and begflrcts the manner in
which an entity would settle at the reporting datg additional income taxes that would result fittvn disallowance of a tax position when net
operating loss carryforwards, similar tax lossesar credit carryforwards exist. The new guidaisceffective for reporting periods beginning
after December 15, 2013. We do not expect the amtopf ASU 2013-11 will have a material impact tve ttonsolidated financial statements.

In February 2013, the FASB issued ASU 2013®@@mnprehensive Income (Topic 220)—Reporting of Atsdreclassified Out of
Accumulated Other Comprehensive Incc. The new guidance requires an entity to providermation about the amounts reclassified out of
accumulated other comprehensive income by compohreatidition, an entity is required to presenthei on the face of the statement where
net income is presented or in the notes, signifieamounts reclassified out of accumulated otherprefrensive income by the respective line
items of net income. The new guidance is effegbrespectively for reporting periods beginning afiecember 15, 2012. The Company's
adoption of ASU 2013-02 did not have a materialastpn the consolidated financial statements.
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ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk
Foreign Currency

Our foreign currency exposure is limited and arfses transactions denominated in foreign currenigb@rticularly intercompany loans,
as well as from translation of the results of opers from our Canadian and, to a much lesser gxtéexican subsidiaries. However,
fluctuations between U.S. and non-U.S. currencyemimay adversely affect our results of operatamsfinancial position. We have not
entered into any foreign exchange contracts to éetignges in the Canadian or Mexican exchange @é@sdian currency translation
negatively affected net income by approximatel\6$aillion and $0.8 million for the three and ninemths ended September 30, 2013 .
Currency exposure of our Mexican operations isnaterial to the results of operations.

Interest Rates

We are exposed to interest rate risk on our vagiadtie borrowings. Accordingly, interest rate fuations affect the amount of interest
expense we are obligated to pay. We currently nigeast rate cap agreements to manage our exposiaterest rate changes. We have not
designated any of the interest rate caps as hddgascounting purposes. Accordingly, changes @nfttir value of the interest rate caps are
recognized as "Interest expense" in the consolidstetement of income.

In August 2013, we purchased four interest rats ¢apapproximately $2.2 million with an aggregatgional amount of $1.2 billion to
manage our exposure to interest rate movementsiovaoiable rate Term Loan B credit facility whémee-month LIBOR exceeds 1.0%. The
interest rate cap agreements cap three-month LIBQRD%, have an effective date of August 16, 2@ mature on August 16, 2015.

A sensitivity analysis of the impact on our var@abdte corporate debt instruments to a hypotheti@dlbasis point increase in short-term
rates for the three and nine months ended Septe3db@013 would have resulted in an increase grést expense of approximately
$4.4 million and $10.8 million, respectively.

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

As of the end of the period covered by this Quarteeport on Form 10-Q, we carried out an evalumatinder the supervision and with
the participation of our management, including @éef Executive Officer and Chief Financial Officeff the effectiveness of the design and
operation of our disclosure controls and procedasegefined in Exchange Act Rules 13a-15(e) and1Bd). Based upon that evaluation, the
Chief Executive Officer and the Chief Financial ioér concluded that our disclosure controls and@dares were effective.

Changes in Internal Control over Financial Reportirg

There has been no change in our internal contrat fimancial reporting during the quarter endedt&eaper 30, 2013that has materiall
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings

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

Certain legal proceedings in which the Companyveived are discussed in Note 16 to the consolitifib@ncial statements in Part I,
Item 8 of our Annual Report on Form 10-K for theyended December 31, 2012 and Part |, Item 3eoféime Annual Report. The following
discussion is limited to certain recent developme&oaincerning our legal and regulatory proceedimgisshould be read in conjunction with the
Annual Report. Unless otherwise indicated, all pemtings discussed in the Annual Report remain andatg.

IAA—Lower Duwamish Waterway

On March 25, 2008, the United States Environmdnitatection Agency, or the "EPA," issued a Geneaidé of Potential Liability, or
"General Notice," pursuant to Section 107(a), aftkguest for Information pursuant to Section 104tehe Comprehensive Environmental
Response, Compensation, and Liability Act, or "CEERCto IAA for a Superfund site known as the Lowuwamish Waterway Superfund
Site ("LDW Site") in Seattle, Washington. On Novemnig, 2012, the EPA issued a Second General NotiPetential Liability, or "Second
General Notice," to IAA for the LDW Site. Since ZD0AA has operated a branch on property it leasdsaikwila, Washington, which is
located adjacent to the LDW Site. The LDW Site vesitified as a Superfund site in 2001, three ybafsre IAA began leasing the branch in
Tukwila. At this time, the EPA has not demanded tA& pay any funds or take any action apart fraeaponding to the Section 104(e)
Information Request. The EPA's website indicatas tine EPA has issued notice letters to approximatel entities, and has issued
Section 104(e) Requests to more than 300 entiims: Potentially Responsible Parties, or "PRPsg Bheing Company, the City of Seattle,
the Port of Seattle and King County, have fundeehaedial investigation and feasibility study of tHaW Site, but the EPA has not yet issued
a final plan for remediating the site. IAA is awdhat certain authorities may bring natural reseuwtamage claims against PRPs. In the Ge
Notice and Second General Notice, the EPA inforidgdthat the EPA believes IAA may be a PRP, but HRA has not specified the factt
basis for this assertion. At this time, the Compdags not have adequate information to determideésifesponsibility for contamination at t
site, if any, or to estimate I1AA's loss as a resiithis potential liability.

In addition, the Washington State Department ofi&@ypis working with the EPA in relation to the LD®Ite, primarily to investigate
and address sources of potential contaminatiorriboiting to the LDW Site. The current Tukwila propeowner, the former Tukwila property
owner and IAA have had discussions with the Wagbimtate Department of Ecology concerning possibiece control obligations,
including an investigation of the water and soiigeging the stormwater system, an analysis of thuece of any contamination identified within
the system and possible repairs and upgrades gidhawater capture and filtration system. In 20A1 submitted results of its stormwater
system investigation to comply with the Washing&iate Department of Ecology source control requémeis Additional source control
obligations, if any, are not expected to have eenmltadverse effect on future recurring operatiogts.
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Item 1A. Risk Factors

Investing in our Company involves a high degreasf You should carefully consider the followingkrfactors, as well as all of the ott
information contained in this Quarterly Report oarfh 10-Q and our Annual Report on Form 10-K for yiear ended December 31, 2012,
before deciding to invest in our Company. The omnge of any of the following risks could mategiahd adversely affect our business,
financial condition, prospects, results of operai@and cash flows. In such case, the trading psfaesur common stock could decline and"
could lose all or part of your investment. Thes&siare not the only ones we face. Additional risic uncertainties not presently known to us
or that we currently deem immaterial may also mathraffect our business, financial condition, uéts of operations and prospects.

Risks Related to Our Business

Decreases in the supply of used vehicles cominguotion have impacted and may continue to impacttan sales volumes, which me
adversely affect our revenues and profitability.

The number of new and used vehicles that are ldasednsumers affects the supply of vehicles cortonguction in future periods as t
leases mature. If manufacturers and other lendemedse the number of new vehicle lease originmtimd extend the terms of some of the
existing leases, the number of off-lease vehicledlable at auction for the industry would decliBased on our estimates, off-lease vehicles
available at auction for the industry declinedislig in 2010 and declined by over 40% in 2011 ,aetihg declines in lease origination volume
and new vehicle sales approximately three yeateeduring the global economic downturn and crediis. If the supply of off-lease vehicles
coming to auction declines, our revenues and tafity may be adversely affected. Our expectatiotiat the decline in ofease vehicles wi
continue to impact Canada, where we have a sigmfiauction market presence.

Volumes of off-lease vehicles in subsequent penoitidoe affected by total new vehicle sales anglfiliture leasing behavior of
manufacturers and lenders; therefore, we may nableto accurately predict the volume of vehideming to auction. The supply of dffase
vehicles coming to auction is also affected byrttagket value of used vehicles compared to the wasichlue of those vehicles per the lease
terms. In most cases, the lessee and the dealertheability to purchase the vehicle at the resiguce at the end of the lease term. Genel
as market values of used vehicles rise, the nuwibeghicles purchased at residual value by theekssand dealers increases, thus decreasing
the number of off-lease vehicles available at auncti

In 2009, the auction industry sales volume was &wvaillion units. However, auction sales volumeslihed to approximately 7.7 million
units in 2011 and 7.9 million units in 2012 (exdhglapproximately 0.3 million units sold by OPENLANN 2011 and 2012). We believe that
auction sales volumes will recover over the nexesa years, and we estimate volumes to reach®weitlion units by 2015, including
OPENLANE volumes. We believe that an increase é@mblume of off-lease and repossessed vehiclespgqumthers, that are remarketed
through whole car auctions are a significant cbator to this growth, and our performance couldbeersely impacted if volumes do not
increase and we are not able to reduce our costsapently to compensate for the lower industry ianctolumes.

Adverse economic conditions may negatively affeat business and results of operatior
Future adverse economic conditions could increas@xposure to several risks, including:

» Fluctuations in the supply of used vehicWe are dependent on the supply of used vehiclesngpto auction, and our financial
performance depends, in part, on conditions iratitemotive industry. During the past global ecormdownturn and credit crisis,
there was an erosion of retail demand for new aed wehicles that led many lenders to cut backriginations of new loans and
leases and led to significant manufacturing capaeiiuctions by automakers selling vehicles inUinied States and Canada.
Capacity reductions could depress the number atleshreceived at auction in the future and coadtlito reduced program vehicles
and rental fleet sales, negatively impacting amctiolumes. In addition, weak growth in or declinimgw vehicle sales negatively
impacts used vehicle trade-ins to dealers and@ugtlumes. These factors could adversely affect@enues and profitability.

» Decline in the demand for used vehicWe may experience a decrease in demand for uséclaefrom buyers due to factors
including the lack of availability of consumer citeahd declines in consumer spending and consuordidence. Adverse credit
conditions also affect the ability of dealers towge financing to purchase used vehicles at ayotibich further negatively affects
buyer demand. In addition, a reduction in the nundbdéranchised and

42




independent used car dealers negatively affectalulity to collect receivables and may reduce eledémand for used vehicles.

» Decrease in the supply and demand of salvage eshif the number of miles driven decreases, the nurobsalvage vehicles
received at auction may also decrease. In addiiecreases in commodity prices, such as steellatidym, may negatively affect
vehicle values and demand at salvage auctionglditian, if consumers eliminate their automotivdlismn coverage, this could resi
in fewer vehicles being declared a total loss.

» Decrease in consumer spendiConsumer purchases of new and used vehicles magheesely affected by economic conditions
as employment levels, wage and salary levels, sf@ndonsumer confidence and spending, reductionsrisumer net worth, interest
rates, inflation, the availability of consumer atexhd taxation policies. Consumer purchases ireggmay decline during recessions,
periods of prolonged declines in the equity marketsousing markets and periods when disposabtarecand perceptions of
consumer wealth are lower. Changes to U.S. fedi@xgbolicy may negatively affect consumer spendirmthe extent retail demand
for new and used vehicles decreases, negativelgdtimg our auction volumes, our results of operetiand financial position could
materially and adversely affected.

« Volatility in the asset-backed securities markétlatility and disruption in the asset-backed comered paper market could lead to a
narrowing of interest rate spreads at AFC in cenariods. In addition, any volatility and disruptihas affected, and could affect,
AFC'’s cost of financing related to its securitipatifacility.

» Increased counterparty credit risAny market deterioration could increase the riskheffailure of financial institutions party to our
Credit Agreement and other counterparties with Whie do business to honor their obligations taQus. ability to replace any such
obligations on the same or similar terms may bédichif challenging credit and general economicditions exist.

» Ability to service and refinance indebtedneUncertainty in the financial markets may negativafigct our ability to service our
existing debt, access additional financing or fmeance our existing indebtedness on favorable seyrat all. If economic weakness
exists, it may affect our cash flow from operatiamsl results of operations, which may affect oulitglio service payment obligatio
on our debt or to comply with our debt covenants.

Our business is dependent on information and teclogy systems. Failure to effectively maintain or dgite these systems could result in us
losing customers and materially adversely affect @perating results and financial condition.

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

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

Aspects of our operations and business are suljgrivacy regulation in the United States andwlsere. Many U.S. states have enactet
data breach regulations and laws requiring varigrgls of consumer notification in the event okalgity breach. Increased regulation and
enforcement activity throughout the world in theas of data privacy and data security/breach magrially increase our costs, which could
have a material adverse effect on our operatingitseeOur failure to comply with the privacy andaaecurity/breach laws to which we are
subject could also result in fines, sanctions aaage to our reputation and trade names.
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Used vehicle prices have a significant effect oe fevenue per unit at IAA and loan losses at AFCcamay impact the supply of used
vehicles at ADESA.

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

We face significant competition and may not sucdedly adapt to industry changes, which may advenrsaffect our business and results of
operations.

We face significant competition for the supply sed and salvage vehicles, the buyers of thoseleshaad the floorplan financing of
these vehicles. Our principal sources of competitistorically have come from: (1) direct competitée.g., Manheim, Copart and NextGear
Capital), (2) new entrants, including new vehidearketing venues and dealer financing services(3nexisting alternative vehicle
remarketing venues. Due to the increasing useeofriternet and other technology as marketing astlilution channels, we also face
increasing competition from online wholesale artdifeehicle selling platforms (generally withoutyameaningful physical presence) and fi
our own customers when they sell directly to eretsishrough such platforms rather than remarkeitieshthrough our auctions and other
channels. Increased competition could result ingpréductions, reduced margins or loss of markatesh

Our future success also depends on our abilitggpand to evolving industry trends, changes inotast requirements and new
technologies. One potentially adverse trend woeld Inarket shift towards the simultaneous listihgehicles on multiple online sales
platforms. Were such trend to take hold, the vehiemarketing industry's economics could changeekample, we might need to incur
additional costs or otherwise alter our businesdehto adapt to these changes. In such case, thme®f vehicles supplied to us and our
overall revenues and fees per vehicle sold coutdedese. We are discussing with one or more otheticehouses and industry participants the
development of a multiple platform listing systelimy such collaboration may be unsuccessful.

Some of our competitors may have greater finaraoidl marketing resources than we do, may be alkspond more quickly to evolving
industry dynamics and changes in customer requin&sner may be able to devote greater resourcégetdevelopment, promotion and sale of
new or emerging services and technologies. If veuaable to compete successfully or to successddipt to industry changes, our business,
revenues and profitability could be materially adhety affected.

ADESA currently competes with online wholesale agigil vehicle selling platforms, including OVE.cdaffiliated with Manheim),
SmartAuction, eBay Motors and others. With the ptioe of OVE.com, these online selling platformsigally do not have any meaningful
physical presence and may cause the volume ofleshgold through our online and physical auctiandecrease. If the number of vehicles
sold at our auctions decreases due to these cdorpeii other industry changes such as the usemfltiple platform listing system, our
revenue and profitability may be negatively impdcte

In our salvage auction business, potential congrstinclude used vehicle auctions, providers ahtdasoftware to insurance companies
and certain salvage buyer groups and automobilganse companies, some of which currently supgisage vehicles to us. Insurance
companies may in the future decide to disposeaif #alvage vehicles directly to end users, whichild negatively affect our volumes,
revenue and profitability.

ADESA and IAA's agreements with its largest ingiitnal suppliers of used and salvage vehicles aneglly subject to cancellation by
either party upon 30 to 90 days' notice. In addijtibis common that institutional suppliers reglyaeview their relationships with whole car
and salvage auctions through written requestsrpgsals. Such suppliers may from time to time equs to make changes to the way we do
business as part of the request for proposal psodéere can be no assurance that our existingiagrets will not be canceled or that we will
be able to enter into future agreements with tlesgher suppliers on similar terms, or at all, and ability to grow and sustain profitability
could be impaired.
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Fluctuations in the supply of and demand for salvagehicles impact auction sales volumes, which radyersely affect our revenues and
profitability.

We are dependent upon receiving a sufficient nurobtatal loss vehicles as well as recovered thefiicles to sustain profit margins in
our salvage auction business. Factors that carrselyaffect the number of vehicles received inelualt are not limited to, a decrease in the
number of vehicles in operation or miles drivenldmveather conditions that cause fewer traffic @ents, reduction of policy writing by
insurance providers that would affect the numbesiains over a period of time, a decrease in thegueage of claims resulting in a total loss,
delays or changes in state title processing, andgds in direct repair procedures that would redoeeumber of newer, less damaged total
loss vehicles, which tend to have higher salvadeega In addition, our salvage auction busines&ép on a limited number of key insurance
companies to supply the salvage vehicles we sallieion. Our agreements with these insurance coynpappliers are generally subject to
cancellation by either party upon 30 to 90 daysiaeo There can be no assurance that our exisgrepanents will not be canceled or that we
will be able to enter into future agreements whitbse suppliers. Future decreases in the qualityjaaditity of vehicle inventory, and in
particular the availability of newer and less daethgehicles, could have a material adverse effecturs operating results and financial
condition. If the supply of salvage vehicles comiaguction declines significantly, our revenued profitability may be adversely affected.

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

We acquired OPENLANE in recognition of the increasuse of the internet as a means to purchase sdieleehicles. In connection
with online auctions, ADESA and IAA offer physiaalictions, which allow buyers to physically inspaett compare vehicles. If sellers and
buyers increase the number of vehicles transactadrwal auction platforms, our revenue per vehiwill likely decline. In addition, our cost
structure includes a significant fixed cost companancluding occupancy costs, that cannot be headduced if revenue per vehicle declines.
If a shift in the percentage of used and salvadpcles sold online as compared with used and salvagicles sold at physical auctions occurs
and we are unable to generate new sources of reyeaouoperating results and financial conditionlddoe adversely affected.

If we are unable to successfully acquire and intege other businesses, our growth prospects coulédeersely affectec

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

In pursuing a strategy of acquiring other busingsae face other risks including, but not limited t

 incurring significantly higher capital expenditutasd operating expens

» entering new markets with which we are unfami

* incurring potential undiscovered liabilities at aogd businesse

 failing to maintain uniform standards, controls gradicies

» impairing relationships with employees and custaaara result of management changes

 increasing expenses for accounting and computéersgs as well as integration difficulti
We may not successfully implement our businesstsigées or maintain gross profit margins.

We are pursuing strategic initiatives that manageroensiders critical to our long-term successluiding but not limited to growing
market share and volume, increasing revenue pécleednd improving customer experiences througérimdt initiatives, using excess cash

flow to reduce debt, leveraging AFC’s products aadiices at ADESA and IAA and
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continuing to improve operating efficiency. There aignificant risks involved with the executiontbése initiatives, including significant
business, economic and competitive uncertaintiesynof which are outside of our control. Accordinghe cannot predict whether we will
succeed in implementing these strategic initiatiFes example, if we are unsuccessful in contindmngenerate significant cash flows from
operations (we generated $290.2 million and $36%l8on of cash flow from operations for the yearsded December 31, 2012 and 2011,
respectively), we may be unable to reduce our antihg indebtedness, which could negatively affectfinancial position and results of
operations and our ability to execute our otheatsgies. It could take several years to realizedamget financial benefits from these initiatives
if any direct financial benefits from these initiegs are achieved at all. Additionally, our busseategy may change from time to time, whicl
could delay our ability to implement initiativesathwe believe are important to our business.

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

Rising interest rates may have the effect of degingshe sales of used vehicles because many cemsdimance their vehicle purchases.
In addition, AFC securitizes a majority of its fire receivables on a revolving basis. Volatilitgl/@n market disruption in the asset-backed
securities market in the United States or Canadampact AFC'’s cost of financing related to, oratslity to arrange financing on acceptable
terms through, its securitization facility, whicbutd negatively affect AFC’s business and our ftiahcondition and operations.

In addition, AFC typically assesses its U.S. dealstomers with an interest rate comprised of amim prime rate of 5% plus an
interest spread. The U.S. prime rate was 3.25%jatefhber 30, 2013. Any increase above 3.25% upotavBl likely compress AFC’s margins
as the variable cost of securitizing receivabldsnige without a corresponding increase in thaficing rate AFC charges to its U.S. dealer
customers.

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

We have a significant number of non-U.S. based tsuy#o participate in our auctions. Increases évlue of the U.S. dollar relative to
these buyers’ local currencies may reduce the ptioey are willing to pay at auction, which may adgely affect our revenues.

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

Extreme weather or other events, such as hurrictmesadoes, earthquakes, forest fires, floodsptist attacks or war, may adversely
affect the overall economic environment, the marketwvhich we compete, our operations and profitgbiThese events may impact our
physical auction facilities, causing a materiar@ase in costs, or delays or cancellation of anctales, which could have a material adverse
impact on our revenues and profitability. In somgtances, for example with the severe storm inl@ctd012, known as “Superstorm Sandy,”
these events may result in a sharp influx in thedlalle supply of salvage vehicles and there camdbassurance that our salvage auction
business will have sufficient resources to handihsextreme increases in supply. Our failure totroee customerstiemands in such situatic
could negatively affect our relationships with sucistomers and result in a loss of future busingbigh would adversely affect our operating
results and financial condition. In addition, sggaevenues generated as a result of the totabfos=hicles associated with such a catastroph
are typically recognized subsequent to the inceeaf incremental costs and such revenues mayenstfficient to offset the costs incurred.

Mild weather conditions tend to result in a decesiasthe available supply of salvage vehicles bsearaffic accidents decrease and fe
vehicles are damaged. Accordingly, mild weatherltare an adverse effect on our salvage vehicleiovies, which would be expected to
have an adverse effect on our revenue and opernasudfs and related growth rates.

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

High fuel prices could lead to a reduction in thigesdriven per vehicle, which may reduce accidatgs. High fuel prices may also
disproportionately affect the demand for sports clarxury vehicles, sport utility and full-sizedhieles which are generally not as fuel-efficient
as smaller vehicles. Retail sales and acciders eatefactors that affect the number of used aldga vehicles sold at auction, wholesale
prices of those vehicles and the conversion rdtased vehicle auctions. Additionally, high fuekt®increase the cost of transportation and
towing of vehicles and we may not be able to passuzh higher costs to our customers.
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A portion of our net income is derived from our etnational operations, primarily Canada, which expes us to foreign exchange risks tr
may impact our financial statements.

Fluctuations between U.S. and foreign currencyesimay adversely affect our results of operationkfmancial position, particularly
fluctuations with Canadian currency values. In &ddj there may be tax inefficiencies in repatrigtcash from Canada. Approximately 15%
and 16% of our revenues were attributable to oura@en operations for the nine months ended Sepmesth 2013 and the year ended
December 31, 2012, respectively. A decrease indahe of the Canadian currency relative to the ddar would reduce our profits from
Canadian operations and the value of the net asetg Canadian operations when reported in UoBax$ in our financial statements. This
could have a material adverse effect on our busjrigmncial condition or results of operationgegzorted in U.S. dollars.

In addition, fluctuations in exchange rates may eniaknore difficult to perform period-to-period cparisons of our reported results of
operations. For purposes of accounting, the aasetdiabilities of our Canadian operations aredlated using period-end exchange rates; suc
translation gains and losses are reported in “Aadatad other comprehensive income/loss” as a commgarf stockholders’ equity. The
revenues and expenses of our Canadian operatietsaaslated using average exchange rates durafgpeaiod.

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

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

In the used vehicle remarketing industry, large bers of vehicles, including wrecked vehicles atagé auctions, are stored and/or
refurbished at auction facilities and during thiatet minor releases of fuel, motor oil and otheremiats may occur. We have investigated or
remediated, or are currently investigating or reiaing, contamination resulting from various sog;dacluding gasoline, fuel additives (such
as methyl tertiary butyl ether, or MTBE), motor, giketroleum products and other hazardous mategkdased from aboveground or
underground storage tanks or in connection withezuror former operations conducted at our fae#itiwe have incurred and may in the fu
incur expenditures relating to releases of hazardaaterials, investigative, remedial or correcticéions, claims by third parties and other
environmental issues, and such expenditures, ity or in the aggregate, could be significant.

Federal and state environmental authorities amently investigating IAA’s role in contributing twontamination at the Lower Duwamish
Waterway Superfund Site in Seattle, Washington.’s4gotential liability at this site cannot be estited at this time. See Item 1, “Legal
Proceedings” for a further discussion of this nratte

We have a substantial amount of debt, which coultbiair our financial condition and adversely affecur ability to react to changes in our
business.

As of September 30, 2013, our total debt was apprately $1.8 billion, exclusive of liabilities reked to our securitization facilities, and
we had $250.0 million of borrowing capacity undar eenior secured credit facilities. In additiore had related outstanding letters of credit ir
the aggregate amount of $23.6 million at SepterBbeR013, which reduce the amount available fordwings under the credit facilities.

Our substantial indebtedness could have imporaméequences including:

» limiting our ability to borrow additional amouwsto fund working capital, capital expendituredhtdgervice requirements, execution of
our business strategy, acquisitions and other [@@&g0

* requiring us to dedicate a substantial portibaw cash flow from operations to pay principatiamerest on debt, which would redt
the funds available for other purposes, includumgding future expansion;

* making us more vulnerable to adverse changgsrieral economic, industry and competitive cond&jon government regulation and
in our business by limiting our flexibility in plamg for, and making it more difficult to react glly to, changing conditions; and
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e exposing us to risks inherent in interest ratetéiations because the majority of our indebtesdii®at variable rates of interest, which
could result in higher interest expenses in theegtincreases in interest rates.

In addition, if we are unable to generate suffitieash from operations to service our debt and wihetrr cash needs, we may be forced t
reduce or delay capital expenditures, suspendmirglte dividends, sell assets or operations, adelitional capital or restructure or refinance
our indebtedness. We may not be able to refinanceebt or sell additional debt or equity secusitie our assets on favorable terms, if at all,
particularly because of our high levels of debt #rarestrictions imposed by the agreement govgrour Credit Facility on our ability to incur
additional debt and use the proceeds from asss.dalve must sell certain of our assets, it magatively affect our ability to generate
revenue. The inability to obtain additional finamgicould have a material adverse effect on ounfira condition.

If we cannot make scheduled payments on our debtyeuld be in default and, as a result:

« our debt holders could declare all outstandingqipial and interest to be due and pay:

« the lenders under our senior secured credititfasicould terminate their commitments to lendusney and foreclose against the
assets securing their borrowings; and

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

The agreement governing our Credit Facility corgaand future debt instruments may contain, varasisions that limit our ability
and the ability of our subsidiaries, including ADE&nd IAA, to, among other things:

* incur additional dek

» provide guarantees in respect of obligations oéoferson:

» issue redeemable stock and preferred s

» pay dividends or distributions or redeem or repasehcapital stoc

* prepay, redeem or repurchase certain

* make loans, investments and capital expendit

* incur liens

» pay dividends or make other payments by our resttisubsidiarie

» enter into certain transactions with affilia

» sell assets and capital stock of our subsidiagiee

» consolidate or merge with or into, or sell substiytall of our assets to, another per:
We assume the settlement risk for all vehicles sbicbugh our auctions.

We do not have recourse against sellers for angitaifailure to satisfy its payment obligationsn& revenue for most vehicles does not
include the gross sales proceeds, failure to daitexreceivables in full may result in a net lapsto the gross sales proceeds on a per vehicle
basis in addition to any expenses incurred to cbtlee receivables and to provide the servicescéssa with the vehicle. If we are unable to

collect payments on a large number of vehiclesrébalting payment obligations to the seller ancrelased fee revenues may have a material
adverse effect on our results of operations arahfiral condition.
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Changes in laws affecting the importation of sal@gehicles may have an adverse effect on our bussrend financial condition.

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

We are partially self-insured for certain losses.

We self-insure a portion of employee medical baésefinder the terms of our employee health insuranagram, as well as a portion of
our automobile, general liability and workers’ cagngation claims. We record an accrual for the danpense related to our employee
medical benefits, automobile, general liability amorkers’ compensation claims based upon the eggernount of all such claims. If actual
trends, including the severity of claims and meldicat inflation above expectations were to ocour, selfinsured costs would increase, wh
could have an adverse impact on the operatingtseisuthat period.

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

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

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

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

» The acquisition and sale of used, leased, wtatel recovered theft vehicles are regulated lig staother local motor vehicle
departments in each of the locations in which weraie.

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

* In many states and provinces, regulations redhiat a salvage vehicle be forever “branded” widalvage notice in order to notify
prospective purchasers of the vehicle’s previolisage status.

* Some state, provincial and local regulationstlinho can purchase salvage vehicles, as well esrdae whether a salvage vehicle
can be sold as rebuildable or must be sold fosgarscrap only.

* AFC is subject to laws in certain states an@amada which regulate commercial lending activitied interest rates and, in certain
jurisdictions, require AFC or one of its subsidégrio be license!
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» We are subject to various local zoning requiremuiitts regard to the location of our auction andage facilities, which requiremer
vary from location to location.

Changes in law or governmental regulations or prations of existing law or regulations couldutes increased costs, reduced veh
prices and decreased profitability for us. In additfailure to comply with present or future laeusd regulations or changes in existing laws ol
regulations or in their interpretation could havaaterial adverse effect on our operating resultsfanancial condition.

We are also subject from time to time to a var@tiegal actions relating to our current and pastifiess operations, including litigation
relating to employment-related issues, the enviremnand insurance claims. There is no guarantesvihavill be successful in defending
ourselves in legal and administrative actions asserting our rights under various laws. In additive could incur substantial costs in
defending ourselves or in asserting our rightauithsactions. The costs and other effects of peniiggtion and administrative actions against
us cannot be determined with certainty. Althoughcweently believe that no such proceedings willdha material adverse effect, there can b
no assurance that the outcome of such proceediitigsevas expected.

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

We rely and expect to continue to rely on a comtimneof confidentiality and license agreements veitit employees, consultants and
third parties with whom we have relationships, @& was trademark, copyright, patent, trade searet,domain name protection laws, to protec
our proprietary rights. In the United States artdrimationally, we have filed various applications frotection of certain aspects of our
intellectual property, and we currently hold isspatients in the United States. However, third panmhay knowingly or unknowingly infringe
our proprietary rights, third parties may challepgeprietary rights held by us, and pending andriitrademark and patent applications may
not be approved. In addition, effective intelle¢toi@perty protection may not be available in eveoyntry in which we operate or intend to
operate our business. In any or all of these cagespay be required to expend significant time expknse in order to prevent infringement or
to enforce our rights. Although we have taken messsto protect our proprietary rights, there camdassurance that others will not offer
products or concepts that are substantially sinilayurs and compete with our business. If thequtain of our proprietary rights is inadequate
to prevent unauthorized use or appropriation bydtharties, the value of our brand and other intaagssets may be diminished and
competitors may be able to more effectively mimic service and methods of operations. Any of tlessnts could have an adverse effect on
our business and financial results.

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

From time to time, we may receive notices from othaaiming that we infringed or otherwise violateeir patent or intellectual propel
rights, and the number of these claims could irsea the future. Claims of intellectual propertfringement or other intellectual property
violations could require us to enter into licensaggeements on unfavorable terms, incur substantaketary liability or be enjoined
preliminarily or permanently from further use oétimtellectual property in question, which coulduie us to change business practices and
limit our ability to compete effectively. Even ifeabelieve that the claims are without merit, treembk can be time-consuming and costly to
defend and may divert management’s attention aswurees away from our businesses. If we are redjtiréake any of these actions, it could
have an adverse impact on our business and opgerasaolts.

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

Currently, none of our employees participate idemive bargaining agreements. If we negotiatest-fime collective bargaining
agreement, we could be subject to a substantiedase in labor and benefits expenses that we mapddae to pass through to customers for
some period of time, if at all. The U.S. Congressld pass labor legislation, such as the proposepl@&/ee Free Choice Act, or the
“EFCA,” (also called “card-check legislation”) thewuld adversely affect our operations. The EFCAildanake it significantly easier for
union organizing drives to be successful-for exampy eliminating employees’ absolute right to erseballot vote in union elections-and
could give third-party arbitrators the ability tnpose terms of collective bargaining agreements wsoand a labor union if we and such unior
are unable to agree to the terms of a collectivgdiaing agreement. Such an arbitrated initial @mitcould include pay, benefit and work rt
that could adversely affect our profitability angesational flexibility.
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We have a material amount of goodwill which, ifbiecomes impaired, would result in a reduction inrauwet income.

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

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

The Financial Accounting Standards Board, or th&BAthe Public Company Accounting Oversight Bo#ind, SEC, and other
accounting organizations or governmental entitiemftime to time issue new pronouncements or négvpnetations of existing accounting
auditing standards that require changes to ouruettw policies and procedures and could cause inctr additional costs. To date, we do
believe any new pronouncements or interpretati@ave had a material adverse effect on our finamcadtlition or results of operations, but
future pronouncements or interpretations could iregghe change of policies or procedures.

Risks Related to Ownership of Our Common Stock

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

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

* our announcements or our competitors’ announagsregarding new products or services, enhancem&ghificant contracts,
acquisitions or strategic investments;

» changes in earnings estimates or recommendatiossdyities analysts, if any, who cover our comrsimak
» results of operations that are below our annedrguidance or below securities analyststonsensus estimates or expectat
 fluctuations in our quarterly financial resultstbe quarterly financial results of companies pemeito be similar to u

» changes in our capital structure, such as fuisgances of securities, sales of large block®ofmon stock by our stockholders or our
incurrence of additional debt;

» investors'general perception of us and our indut

» changes in general economic and market conditiohoith Americe

» changes in industry conditions; ¢

» changes in regulatory and other dynan

In addition, if the market for stocks in our indystor the stock market in general, experiencexsa bf investor confidence, the trading
price of our common stock could decline for reasam®lated to our business, financial conditiomesults of operations. If any of the

foregoing occurs, it could cause our stock priciatioand may expose us to lawsuits that, evendétessfully defended, could be costly to
defend and a distraction to management.
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Future offerings of debt or equity securities, whiavould rank senior to our common stock, may adwedysaffect the market price of our
common stock.

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

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

At October 31, 2013, there wet®8,830,99Zhares of our common stock outstanding. Of ouredsnd outstanding shares, all of the
common stock is freely transferable, except for simgres held by our “affiliatesds that term is defined in Rule 144 under the SesiAct of
1933, as amended, or the “Securities Act.” Purst@atregistration rights agreement entered intmimection with the 2007 Transactions,
KAR LLC caused us to file a registration statemamder the Securities Act, covering resales oftares of our common stock held by KAR
LLC. Approximately 20% of our outstanding commoacst is held indirectly by affiliates of the EquiBponsors, other equity co-investors anc
members of our management. These shares also nsmydopursuant to Rule 144 under the Securities depending on the holding period ¢
subject to restrictions in the case of shares bgldersons deemed to be our affiliates. As regiriston resale end or if KAR LLC exercises its
registration rights, the market price of our stookild decline if KAR LLC sells the restricted sha is perceived by the market as intending
to sell them. See the section “Certain Relatiorshipd Related Transactions, and Director Indepereden Part 111, Item 13 of our Annual
Report on Form 10-K for the year ended DecembeRB12, as filed with the Securities and Exchangsm@dssion.

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

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

Our amended and restated certificate of incorpmmadind by-laws contain provisions that may be a®rsid to have an anti-takeover
effect and may delay or prevent a tender offertbeiocorporate transaction that a stockholder mighsider to be in its best interest, including
those transactions that might result in a premiwer the market price for our shares.

These provisions include:

 limiting the right of stockholders to call speciaéetings of stockholders to holders of at least 8%ur outstanding common sto

» rules regarding how our stockholders may presesyigsals or nominate directors for election at dtottker meeting:

* permitting our board of directors to issue preférseck without stockholder appro\

» granting to the board of directors, and not theldiolders, the sole power to set the number ottlrs

» authorizing vacancies on our board of directorise filled only by a vote of the majority of td&ectors then in office and specifically
denying our stockholders the right to fill vacarscie the board;

» authorizing the removal of directors only fousa and only upon the affirmative vote of holddra majority of the outstanding shares
of our common stock entitled to vote for the electof directors; and

» prohibiting stockholder action by written cons
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These provisions apply even if an offer may be mred beneficial by some stockholders.

The Equity Sponsors have significant influence owes, including significant influence over decisiortbat require the approval of
shareholders, which could limit your ability to ihience the outcome of key transactions, includinglaange of control

Affiliates of the Equity Sponsors, other equity iowestors and management indirectly own approxiip&@% of our common stock. As
result, affiliates of the Equity Sponsors have digant influence over our decisions to enter iatty corporate transaction and the ability to
prevent any transaction that requires shareholgemoal regardless of whether others believe tiatriansaction is in our best interests.

We have entered into a director designation agratthat provides for the rights of KAR LLC directlgnd the Equity Sponsors
indirectly, to nominate designees to our boardifadors. See the section “Certain RelationshigbRelated Transactions, and Director
Independence” in Part Ill, Item 13 of our Annualp@g on Form 10-K for the year ended December 8122as filed with the Securities and
Exchange Commission.

The Equity Sponsors are also in the business ofrgakvestments in companies and may from timénte tacquire and hold interests in
businesses that compete directly or indirectly wghThe Equity Sponsors may also pursue acquisijiportunities that are complementary to
our business and, as a result, those acquisitipargymities may not be available to us. So lonthas€Equity Sponsors, or other funds contrc
by or associated with the Equity Sponsors, conttougadirectly own a significant amount of our darsding common stock, the Equity
Sponsors will continue to be able to strongly iefiae or effectively control our decisions. The aanritation of ownership may have the effect
of delaying, preventing or deterring a change ot of our company, could deprive shareholderarobpportunity to receive a premium for
their common stock as part of a sale of our comp@arymight ultimately affect the market price of csammon stock.

Under our amended and restated certificate of inporation, the Equity Sponsors and, in some circuarstes, any of our directors and
officers who is also a director, officer, manageanember or employee of any of our Equity Sponsorayé no obligation to offer us corpora
opportunities.

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

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

On November 30, 2012, we announced that our bdad@exrtors approved the initiation of a quartezish dividend on our common
stock. Holders of our common stock are only ertitle receive such dividends as our board of dirsatway declare out of funds legally
available for such payments. We are not requiredbtibare cash dividends on our common stock. Futividend decisions will be based on
and affected by a variety of factors, including 6oancial condition and results of operations,tcactual restrictions, including restrictive
covenants contained in our Credit Agreement and’8B€curitization facilities, capital requiremeatsd other factors that our board of
directors deems relevant. Therefore, no assuraat®e given as to whether any future dividends beagleclared by our board of directors or
the amount thereof.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 6.

a)

Exhibits

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

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

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

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

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

54




Table of Contents

SIGNATURES

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

KAR Auction Services, Inc.
(Registrant)

Date: November 5, 2013 /s ERIC M. LOUGHMILLER

Eric M. Loughmiller

Executive Vice President and Chief Financial Office
(Duly Authorized Officer and Principal Financial dn
Accounting Officer)
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Exhibit Description Form

File No.

Exhibit

Filing Date

Filed
Herewith

3.1

3.2

4.1

4.2
10.1¢

10.1k

10.1c

10.1c

10.2

10.c

104 *

Amended and Restated Certificate of Incorporation S-1/A
of KAR Auction Services, Inc.

Amended and Restated By-Laws of KAR Auction
Services, Inc.

Registration Rights Agreement, dated April 20, S-4
2007, among KAR Auction Services, Inc. (formerly

KAR Holdings, Inc.), KAR Holdings II, LLC,

certain employees of KAR Auction Services, Inc. or

its subsidiaries and each of their respective

Permitted Transferees

Form of common stock certificate S-1/A

Credit Agreement, dated May 19, 2011, among 10-Q
KAR Auction Services, Inc., as borrower, the

lenders party thereto, JPMorgan Chase Bank, N.A.,
as administrative agent, J.P. Morgan Securities,|

as sole lead arranger, J.P. Morgan Securities LLC,
Goldman Sachs Lending Partners LLC, Barclays
Capital and Deutsche Bank Securities Inc., as joint
bookrunners, Goldman Sachs Lending

Partners LLC, as syndication agent, and Barclays
Bank PLC and Deutsche Bank Securities Inc., as co-
documentation agents

First Amendment to Credit Agreement, dated as of  8-K
November 29, 2012, among KAR Auction

Services, Inc., JPMorgan Chase Bank, N.A., as
administrative agent, and the several lenders party
thereto

Second Amendment to Credit Agreement, dated as  8-K
of March 12, 2013, among KAR Auction

Services, Inc., JPMorgan Chase Bank, N.A., as
administrative agent, and the several lenders party
thereto

Incremental Term Loan Agreement No. 1, dated as  8-K
of March 12, 2013, among the Incremental Term

Loan Lenders, KAR Auction Services, Inc., the

other Loan Parties hereto, and JPMorgan Chase

Bank, N.A., as administrative agent

Guarantee and Collateral Agreement, dated May 19 10-Q
2011, made by KAR Auction Services, Inc. and

certain of its Subsidiaries in favor of JPMorgan

Chase Bank, N.A., as administrative agent under the
Credit Agreement

Intellectual Property Security Agreement, dated 10-Q
May 19, 2011, made by KAR Auction

Services, Inc., ADESA, Inc., Automotive Finance
Corporation, Automotive Finance Consumer

Division, LLC and Insurance Auto Auctions, Inc., in

favor of JPMorgan Chase Bank, N.A., as

administrative agent for the secured parties (as

defined in the Credit Agreement)

Letter Agreement, dated February 24, 2010, bet 10-K
KAR LLC and Thomas C. O'Brien, David R.

Montgomery, Donald J. Hermanek, Scott P. Pettit,

John Kett, John Nordin and Sidney Kerley

S-1/A
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333-161907
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001-34568

001-34568

001-34568

001-34568

001-34568

001-34568

3.1

3.2

4.8

4.15

10.1

10.1

10.1

10.2

10.2

10.3

10.5

12/10/2009

12/10/2009

1/25/2008

12/10/2009
8/9/2011

11/30/2012

3/13/2013

3/13/2013

8/9/2011

8/9/2011

2/25/2010
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File No.

Exhibit

Filing Date

Filed
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10.5

10.6¢

10.6k

10.6¢

10.7

10.€

10.€

10.1C

10.11¢

10.11t

10.12¢

10.12t

10.1:

10.14:

Conversion Option Plan of KAR Auction S-1/A
Services, Inc. (formerly KAR Holdings, Inc.)

Form of Conversion Stock Option Agreement, dated S-4
April 20, 2007, between KAR Auction Services, Inc.
(formerly KAR Holdings, Inc.) and each of Thomas

C. O'Brien, David R. Montgomery, Donald J.

Hermanek, Scott P. Pettit, John Kett, John Nordin

and Sidney Kerley

Form of Amendment to Conversion Stock Option S-4
Agreement, dated October 30, 2007, between KAR
Auction Services, Inc. (formerly KAR Holdings, I

and each of Thomas C. O'Brien, David R.

Montgomery, Donald J. Hermanek and Scott P. Pettit

Form of Amendment to Conversion Stock Option 10-K
Agreements, dated February 19, 2009, between KAR
Auction Services, Inc. (formerly KAR Holdings, I

and each of Thomas C. O'Brien, David R.

Montgomery, Donald J. Hermanek and Scott P. Pettit

Form of Rollover Stock Option Agreement, dated S-4
April 20, 2007, between KAR Auction Services, Inc.
(formerly KAR Holdings, Inc.) and certain executive
officers and employees of IAA

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

KAR Auction Services, Inc. (formerly KAR S-8
Holdings, Inc.) Stock Incentive Plan

Form of Nonqualified Stock Option Agreement of S-4
KAR Auction Services, Inc. (formerly KAR
Holdings, Inc.) pursuant to the Stock IncentivenPla

Letter Agreement dated December 3, 2008, between 10-K
Automotive Finance Corporation and Donald S.
Gottwald

Amendment to Offer Letter dated December 20, 10-K
2012, between Automotive Finance Corporation and
Donald S. Gottwald

Amended and Restated Employment Agreement, S-4
dated April 2, 2001, between Thomas C. O'Brien and
Insurance Auto Auctions, Inc.

Amendment to Amended and Restated Employment 10-K
Agreement, dated December 1, 2008, between

Thomas C. O'Brien and Insurance Auto

Auctions, Inc.

Employment Agreement, dated February 27, 2012, 10-K
between KAR Auction Services, Inc. and James P.
Hallett

Second Amended and Restated Limited Liability
Company Agreement of KAR Holdings II, LLC,
dated April 20, 2007

S-1/A

S-1/A
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333-148847
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333-158666

333-164032
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001-34568

333-148847

333-148847

001-34568
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10.9

10.10

10.11

10.10

10.12

10.13

10.1

10.15

10.15

10.11b

10.22

10.31

10.15

10.23

6/17/2009

1/25/2008

1/25/2008

3/11/2009

1/25/2008

6/17/2009

12/24/2009

1/25/2008

2/25/2010

2/22/2013

1/25/2008

3/11/2009

2/28/2012
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10.14t

10.14¢

10.14¢

10.15:

10.15t

10.15¢

10.1¢

10.17:

10.17t

10.17¢

10.17¢

10.17¢

10.17

10.1¢

10.1¢

First Amendment to Second Amended and Restated 10-K
Limited Liability Company Agreement of KAR
Holdings Il, LLC, dated December 10, 2009

Second Amendment to Second Amended and 10-K
Restated Limited Liability Company Agreement of
KAR Holdings Il, LLC, dated December 15, 2009

Third Amendment to Second Amended and Res 10-K
Limited Liability Company Agreement of KAR
Holdings Il, LLC, dated February 27, 2012

Amended and Restated Limited Liability Company  S-1/A
Agreement of Axle Holdings Il, LLC, dated May :
2005

Amendment to the Amended and Restated Limited  S-4
Liability Company Agreement of Axle Holdings
Il, LLC, dated November 2, 2006

First Amendment to the Amended and Restated S-4
Limited Liability Company Agreement of Axle
Holdings Il, LLC, dated April 20, 2007

KAR Auction Services, Inc. (formerly KAR 10-K
Holdings, Inc.) Annual Incentive Program

Amended and Restated Purchase and Sale S-4
Agreement, dated May 31, 2002, between AFC

Funding Corporation and Automotive Finance

Corporation

Amendment No. 1 to Amended and Restated S-4
Purchase and Sale Agreement, dated June 15, 2004

Amendment No. 2 to Amended and Restated S-4
Purchase and Sale Agreement, dated January 18,
2007

Amendment No. 3 to Amended and Restated S-4
Purchase and Sale Agreement, dated April 20, 2007

Amendment No. 4 to Amended and Restated 10-K
Purchase and Sale Agreement, dated January 30,
2009

Amendment No. 5 to Amended and Restated 10-K
Purchase and Sale Agreement, dated April 25, 2011

Fifth Amended and Restated Receivables Purchase 10-Q
Agreement, dated June 21, 2013, among Autom

Finance Corporation, AFC Funding Corporation,

Fairway Finance Company, LLC, Saratoga

Funding Corp., LLC, Deutsche Bank AG, New Y

Branch, BMO Harris Bank N.A., Fifth Third Bank

and BMO Capital Markets Corp.

Second Amended and Restated Receivables 10-Q
Purchase Agreement, dated June 28, 2013, among

KAR Auction Services, Inc., Automotive Finance

Canada Inc. and BNY Trust Company of Canada
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10.16b

10.16¢

10.16d

10.24

10.25

10.26

10.29

10.32

10.33

10.34

10.35

10.19e

10.19f

10.18

10.1¢

2/28/2012

2/28/2012

2/28/2012

6/17/2009

1/25/2008

1/25/2008

3/11/2009

1/25/2008

1/25/2008

1/25/2008

1/25/2008

2/28/2012

2/28/2012

8/6/2013
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10.20¢

10.20k

10.21¢

10.21k

10.22¢

10.22t

10.23¢

10.23t

10.24¢

10.24k

10.25¢

10.25k

10.26¢

10.26k

10.27¢

Ground Lease, dated September 4, 2008, between
ADESA San Diego, LLC and First Industrial L.P.
(East 39 Acres at Otay Mesa, California)

Guaranty of Lease, dated September 4, 2008,
between KAR Auction Services, Inc. (formerly
KAR Holdings, Inc.) and First Industrial L.P. (East
39 Acres at Otay Mesa, California)

Ground Lease, dated September 4, 2008, between
ADESA San Diego, LLC and First Industrial L.P.
(West 39 Acres at Otay Mesa, California)

Guaranty of Lease, dated September 4, 2008,
between KAR Auction Services, Inc. (formerly
KAR Holdings, Inc.) and First Industrial L.P. (West
39 Acres at Otay Mesa, California)

Ground Lease, dated September 4, 2008, between
ADESA California, LLC and ADESA San

Diego, LLC and First Industrial Pennsylvania, L.P.
(Sacramento, California)

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

Ground Lease, dated September 4, 2008, between
ADESA California, LLC and First Industrial
Pennsylvania, L.P. (Tracy, California)

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

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

Guaranty of Lease, dated September 4, 2008,
between KAR Auction Services, Inc. (formerly
KAR Holdings, Inc.) and First Industrial, L.P.
(Auburn, Washington)

Ground Lease, dated September 4, 2008, between
ADESA Texas, Inc. and First Industrial, L.P.
(Houston, Texas)

Guaranty of Lease, dated September 4, 2008,
between KAR Auction Services, Inc. (formerly
KAR Holdings, Inc.) and First Industrial, L.P.
(Houston, Texas)

Ground Lease, dated September 4, 2008, between
ADESA Florida, LLC and First Industrial Financing
Partnership, L.P. (Bradenton, Florida)

Guaranty of Lease, dated September 4, 2008,
between KAR Auction Services, Inc. (formerly
KAR Holdings, Inc.) and First Industrial Financing
Partnership, L.P. (Bradenton, Florida)

Ground Sublease, dated October 3, 2008, between
ADESA Atlanta, LLC and First Industrial, L.P.
(Fairburn, Georgia)
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8-K
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333-148847

333-148847
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333-148847
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333-148847
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10.11

10.4

10.12
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10.13
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10.7

10.15

10.8

10.16

10.10

10.18

10.21

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008
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9/9/2008

9/9/2008

9/9/2008

9/9/2008

9/9/2008

11/13/2008
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No. Exhibit Description Form File No. Exhibit Filing Date Herewith
10.27t Guaranty of Lease, dated October 3, 2008, between 10-Q 333-148847 10.22 11/13/2008

KAR Auction Services, Inc. (formerly KAR
Holdings, Inc.) and First Industrial, L.P. (Fairbur
Georgia)
10.28 Director Designation Agreement, dated 10-K 001-34568 10.34 2/24/2011
December 10, 2009, among KAR Auction
Services, Inc. (formerly known as KAR
Holdings, Inc.) and KAR Holdings II, LLC
10.2¢ * KAR Auction Services, Inc. 2009 Omnibus Stock 10-Q 001-34568 10.29 5/2/2013
and Incentive Plan, as Amended April 19, 2013
10.30¢ * Form of KAR Auction Services, Inc. Employee S-8 333-164032 10.3 12/24/2009
Stock Purchase Plan
10.30t * Amendment No. 1 to KAR Auction Services, Inc. 10-Q 001-34568 10.60 8/4/2010
Employee Stock Purchase Plan dated March 31,
2010
10.30¢ * Amendment No. 2 to KAR Auction Services, Inc. 10-Q 001-34568 10.61 8/4/2010
Employee Stock Purchase Plan dated April 1, 2010
10.31 * KAR Auction Services, Inc. Directors Deferred 10-Q 001-34568 10.62 8/4/2010
Compensation Plan, effective December 10, 2009
10.32 * Form of Director Restricted Share Agreement 10-Q 001-34568 10.63 8/4/2010
10.3: * Form of Nonqualified Stock Option Agreement S-1/A 333-161907 10.65 12/4/2009
10.3¢ * Form of Restricted Share Agreement S-1/A 333-161907 10.66 12/4/2009
10.3¢ Agreement and Plan of Merger dated as of 8-K 001-34568 2.1 8/15/2011
August 15, 2011 by and among ADESA, Inc., Riley
Acquisition, Inc., KAR Auction Services, Inc.,
OPENLANE, Inc. and Shareholder Representative
Services LLC, as the securityholders representative
31.1 Certification of Chief Executive Officer Pursuda X
Section 302 of the Sarbanes-Oxley Act of 2002
31z Certification of Chief Financial Officer Pursuan X
Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of Chief Executive Officer Pursuda X
Section 906 of the Sarbanes-Oxley Act of 2002
32.2 Certification of Chief Financial Officer Pursudn X
Section 906 of the Sarbanes-Oxley Act of 2002
101.INS ** XBRL Instance Document X
101.SCt ** XBRL Taxonomy Extension Schema X
101.CAL ** XBRL Taxonomy Extension Calculation Linkbase X
101.DEF ** XBRL Taxonomy Extension Definition Linkbase X
101.LAB ** XBRL Taxonomy Extension Label Linkbase X
101.PRE ** XBRL Taxonomy Extension Presentation Linkbase X
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A Portions of this exhibit have been redacted ymmsto a request for confidential treatment fdegarately with the Secretary of the
Securities and Exchange Commission pursuant to #d8eaunder the Securities Act of 1933, as amended.

* Denotes management contract or compensation patract or arrangeme

**  Pursuant to Rule 406T of Regulation S-T, theehactive Data Files on Exhibit 101 hereto are degbfurnished and not filed or part of a
registration statement or prospectus for purpos&ections 11 or 12 of the Securities Act of 1%8amended, are deemed furnished
and not filed for purposes of Section 18 of theusities Exchange Act of 1934, as amended, and wikerare not subject to liability

under those sections.
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EXHIBIT 31.1

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

[, James P. Hallett, certify that:

1) | have reviewed this Quarterly Report on ForQlof KAR Auction Services, Inc

2) Based on my knowledge, this report does not coraai untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighteofircumstances under which such statements mwade, not misleading wi
respect to the period covered by this report;

3) Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfaamd for, the periods presen
in this report;

4) The registrant's other certifying officer and | a@sponsible for establishing and maintaining disgte controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a)

b)

c)

d)

designed such disclosure controls and proceduregused such disclosure controls and proceduries tesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared,;

designed such internal control over financial réipgr or caused such internal control over finahcéporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaighorting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

evaluated the effectiveness of the registrant'slaisire controls and procedures and presented isn réport ou
conclusions about the effectiveness of the disctosontrols and procedures, as of the end of thegeovered by th
report based on such evaluation; and

disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regis fourth fiscal quarter in the case of an ahmeport) that he
materially affected, or is reasonably likely to evally affect, the registrant's internal contrgko financial reporting; ar

5) The registrant's other certifying officer and | kadisclosed, based on our most recent evaluatigmerihal control over financi
reporting, to the registrant's auditors and theitacmmmittee of the registrant's board of direct@s persons performing t
equivalent functions):

a)

b)

all significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reportin
which are reasonably likely to adversely affect tbgistrant's ability to record, process, summaaizé report financi
information; and

any fraud, whether or not material, that involveanagement or other employees who have a significdatin the
registrant's internal control over financial repugt

/s/ James P. Hallett

James P. Hallett
Chief Executive Officer

Date : November 5, 2013



EXHIBIT 31.2

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

[, Eric M. Loughmiller, certify that:
1) | have reviewed this Quarterly Report on ForQlof KAR Auction Services, Inc

2) Based on my knowledge, this report does not coraai untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighteofircumstances under which such statements mwade, not misleading wi
respect to the period covered by this report;

3) Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfaamd for, the periods presen
in this report;

4) The registrant's other certifying officer and | a@sponsible for establishing and maintaining disgte controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and proceduregused such disclosure controls and proceduries tiesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared,;

b) designed such internal control over financial répgr or caused such internal control over finahcegporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaighorting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) evaluated the effectiveness of the registrant'slaisre controls and procedures and presented isn réport ou
conclusions about the effectiveness of the disctosontrols and procedures, as of the end of thegeovered by th
report based on such evaluation; and

d) disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regis fourth fiscal quarter in the case of an ahmeport) that he
materially affected, or is reasonably likely to evally affect, the registrant's internal contrgko financial reporting; ar

5) The registrant's other certifying officer and | kadisclosed, based on our most recent evaluatigmerihal control over financi
reporting, to the registrant's auditors and theitacmmmittee of the registrant's board of direct@s persons performing t
equivalent functions):

a) all significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reportin
which are reasonably likely to adversely affect tbgistrant's ability to record, process, summaaizé report financi
information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the
registrant's internal control over financial repugt

/s/ Eric M. Loughmiller
Eric M. Loughmiller
Executive Vice President and Chief Financial Office

Date: November 5, 2 013



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”) ftwe period ende&eptember 3
2013, as filed with the Securities and Exchangm@dssion on the date hereof (the “Report’YJames P. Hallett, as Chief Executive Office
the Company, certify, to the best of my knowledmersuant to 18 U.S.C. 81350, as adopted pursuggdton 906 of the Sarban@sdey Act
of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d), as applicable, of the SgesrExchange Act of 193
and

2) The information contained in the Report fairly pmets, in all material respects, the financial cbadiand results of operations
the Company.

/s/ James P. Hallett
James P. Hallett
Chief Executive Officer

Date: November 5, 2013



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”) ftre period ende&eptember 3
2013, as filed with the Securities and Exchangen@ission on the date hereof (the “Report;)Eric M. Loughmiller, as Chief Financ
Officer of the Company, certify, to the best of kmowledge, pursuant to 18 U.S.C. §1350, as adgpiesliant to Section 906 of the Sarbane
Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d), as applicable, of the SgesrExchange Act of 193
and

2) The information contained in the Report fairly pmets, in all material respects, the financial ctadiand results of operations
the Company.

/sl Eric M. Loughmiller
Eric M. Loughmiller
Executive Vice President and Chief Financial Office

Date: November 5, 20 13



