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REVENUE (in millions)

2019 HIGHLIGHTS

(In thousands, except per share amounts) As of JUIy 31,

2015 2016 2017 2018 2019
OPERATING RESULTS ($)
REVENUE .. 1,146,079 1,268,449 1,447,981 1,805,695 2,041,957
Operating INCoOME.....ccvieererceseee e 344,401 406,470 461,299 584,345 716,475
EBITDA ...ttt 390,974 455,045 537,664 664,074 801,370
IMPAITMENT...ciieeeeeee e — — (19,365) (1,131) -
Depreciation and Amortization ........ccccceeeveverenene. (46,573) (48,575) (57,000) (78,598) (84,895)
Other EXPENSE ..ot (12,332) (10,605) (21,199) (21,834) (11,524)
Income Before Taxes......cevveeerniniceeneneeeennne 332,069 395,865 440,100 562,51 704,951
NEet INCOME ..o 219,783 270,360 394,261 418,007 591,693
Basic Net Income Per Common Share................ 0.87 118 172 1.80 2.57
Basic Weighted Average Shares.......ccccovvccueunene 251,829 228,846 228,686 231,793 230,489
Diluted Net Income Per Common Share ............ 0.84 11 1.66 173 2.46
Diluted Weighted Average Shares........cccoueeueune. 262,851 244,295 237,019 241,877 240,453
BALANCE SHEET DATA ($)
Cash and Cash Equivalents........cccooeoeervvernnencnes 456,012 155,849 210,100 274,520 186,319
Working Capital.....cococeeererierreeeseeeeeeeeens 521,456 220,523 285,108 431,860 405,163
TOtal ASSEES ..o 1,798,660 1,649,820 1,982,501 2,307,698 2,547,617
Total DeDt....icececieirc s 644,514 640,492 633,038 399,898 401,229
Stockholders’ EQUIty.....coooceviieeeienieeieeieee 964,464 774,456 1,098,600 1,581,099 1,778,381
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W H A‘l— like—earning us global recognition as a massive, liquid vehicle
auction platform, with an active, committed member base. In
A . fact, Copart is now prominently featured in YouTube search

We are proud of the results we delivered for our customers, results, with some restoration videos posted by unaffiliated

communities and shareholders in fiscal year 2019. And, while it’s Rlcl = 05 nering million SIS IRdoubt helping

gratifying to see the fruits of our efforts, the end of the year also [ Rt generation of CopariliESuiEEaresult,

; . i in the U.S. market specifically, we now have more international
presents an opportunity for a broader reflection on our journey.

In a dynamic industry and competitive environment, our strategy bidaersAEIEEZEMMNIR U "chased cars and pUTCHESSEEEEENLE

has stood the test of time. Not once has a decision at Copart than ever before. Our investment in our global member base has

been informed by the implications for the quarter or a specific jiindamentallyEeuepEERReRERLry for the better—in el

bonus incentive. In fact, since our founding in 1982, we have R - tomotiVESEIEEC S < hiclesguere literslli

grounded our decisions, big and small, in driving long-term worth their weight in metals. Today, the value of our vehicles is

. - - . not solely in raw materials or parts, but as rebuildable, drivable
sustainable value. Specifically, we have chosen to invest our time

. . vehicles, in part due to our active cultivation of international
and treasure in employees, technology, member recruitment,

global expansion and capacity growth—believing that these buyers. This significantly contributes to rising seller returns.
investments would enable us to become the largest, most liquid

vehicle auction platform in the world. Since the days we were a regional domestic salvage auction

operator, we anticipated the market evolving into a global one.
We have been steadfast in creating After first extending our reach across North America, we made

and maintaining our cutting-edge it a strategic priority to expand internationally, culminating in

technologies, including VB3, a our 2007 entry into the United Kingdom. At the time, we faced

world-class auction platform that is both user-friendly for our Rl exiernalgERRRERIRERINITC wisdom of such

. . an effort. With ample industry growth still available to us at
members and generates maximum auction value for our sellers.

While VB3 is widely appreciated, we labor over application home, how could we justify the cost and potential disruption

) . - ! i
deployments that fly under the radar, but deliver real value. For el expansion? But, we DellCHEENIC so

example, in fiscal 2019, we launched a new location-based app would create sustainable value. Operating profitably in new

for our third-party tow truck drivers that helps them retrieve international markets helped us and our sellers in our existing

vehicles with virtual documents, to optimize their vehicle pick-up e . -"'Y<ical opeTatichigatide TSR aNe

. . . no doubt contributed to our understanding of those markets,
routes and eliminate extra trips (and time

in traffic) to Copart facilities to obtain paper informed our member recruitment efforts and brought tens of

] — thousands of additional members to Copart. Recently, we have
documents. This application improves

efficiency and quality of life for drivers, pick- focused our geographic expansion efforts on Germany, where

up times and reliability for our customers, the total loss experience is radically different from the gross

, settlement process that is common in our current markets. In
and costs and processing overhead for

Copart. We continuously strive to eliminate Germany, the policyholder retains the damaged vehicle, receives

hurdles that erode value and take pride payment from the carrier for their loss in value and is responsible

in being industry leaders in technology to for the subsequent sale of the car. The Copart solution is the

k , superior offering for both the insurance carrier in minimizing
improve our business processes.

their financial losses and their policyholders who would prefer a
While the power of our international buyer base has been a single payment to close their claim. We look forward to helping

topic of more frequent discussions in recent years, the reality Insrance carriers mMigiSENCEIENEEEland extending

is that the breadth of our member base reflects many years of thisfapproach to more ofINEUIERE,
aggressive investment by Copart. Our efforts have included

. . ) . - For decades now, we have made sizeable investments in owning
social media campaigns and search engine optimization efforts,

as well as investments in traditional media, trade shows and the R developing facllities, recognizing CEuucaREE
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for our business would prove to be ever more difficult to create

and ever more valuable to our customers. As a result, we are
substantial owners of large plots of land in major metropolitan
areas, affording us and our customers long-term stability and cost
control. In fiscal 2019 alone, we made capital expenditures of $375
million, the vast majority of which was to expand our capacity.
After decades of real estate price inflation and metropolitan
growth that has further limited access to geographically
population optimal land, other industry participants have only
recently signaled their interest in acquiring land. But we have
consistently invested in our land when views were far more

divergent, providing us with a substantially advantaged position.

As we have noted in prior years, rising total loss frequency
remains the critical long-term tailwind in our business. We are
sometimes asked however: if too many damaged cars are totaled,
then won’t the damaged cars themselves be worth less because
of their diminished value as replacement parts? While the question
is logical, it misses a fundamental truth—demand growth in our
industry has not been driven solely by parts recyclers, but by
rebuilders who find far greater value in the drivable vehicle itself,
not its component materials or parts. Rising total loss frequency

is a reflection of two separate factors from our insurance carriers’
point of view: first, that repairing a vehicle has become less
attractive given rising vehicle complexity, repair costs and rising
ancillary costs such as rental cars and the like; and second, that
totaling a vehicle has become more attractive given the growth

in international demand for these same vehicles; including as
drivable cars. We believe the combination of these two forces will

continue to drive total loss frequency for decades to come.

Rising total loss frequency has shifted our auction mix to
younger cars with lower severity, both in financial terms and
visible damage. And in fact, one of our strategic priorities today

is working closely with our insurance customers to make earlier,

better and more informed total loss decisions. The growth in our
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international buyer base has fundamentally changed the value

&
-

proposition for lesser-damaged vehicles.

%Drot:luote

ProQuote 4.2, our proprietary machine-learning driven pricing
engine, leverages the tens of millions of member bids and

transacted vehicles in our systems to empower our insurance
customers to make superior total loss decisions. This process

continues to drive more low-severity vehicles to auctions.

Our business is profoundly interconnected — our strength in one
geographic market is in part a product of our strength in another.
The addition of a single buyer in Eastern Europe benefits our
sellers worldwide. Our winning a new consignment account
increases the number of vehicles available at Copart auctions,
enhancing liquidity and enticing the next member to join our
platform as well. One good indicator of this virtual cycle has
been our growth with independent automotive dealers. As our
member recruitment efforts take hold and total loss frequency
fundamentally shifts our mix to more drivable vehicles, so too do
independent dealers benefit when they consign their vehicles

to us. We have invested relentlessly for decades to create these
flywheel effects for our customers and our shareholders, and we

will do so for decades to come.

Lastly and most importantly, our tremendous employees across
the globe continue to deliver exceptional service and we couldn’t

achieve such outstanding results without them.
Sincerely,

@%@—

A. Jayson Adair

Chief Executive Officer




OUR GLOBAL REACH

The blue countries represent buyers exporting vehicles from the United States.
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THE FACTS

» Members from over 190 countries and territories

» Over $3 billion in product exported each year

» 40% of vehicles exported

» Over 2 million unique international site visitors
each month
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UNITED STATES
SECURITIESAND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIESEXCHANGE ACT OF 1934

For thefiscal year ended July 31, 2019

or

| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIESEXCHANGE ACT OF 1934

For thetransition period from to

Commission file number: 000-23255
COPART, INC.

(Exact name of registrant as specified in its charter)

Delaware 000-23255 94-2867490
(State or other jurisdiction (Commission (I.R.S. Employer
of incorporation or organization) File Number) Identification No.)

14185 Dallas Parkway Suite300 Dallas Texas 75254
(Address of principal executive offices, including zip code)

(972) 391-5000
(Registrant’s telephone number, including area code)

Securitiesregistered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock, par value $0.0001 CPRT The NASDAQ Global Select Market

Securitiesregistered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is awell-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes Xl No OO

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No

Indicate by check mark whether the registrant: (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports); and (2) has been subject to such filing
reguirements for the past 90 days. Yes & No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).
Yes® No O

Indicate by check mark whether the registrant isalarge accelerated filer, an accelerated filer, anon-accelerated filer, asmaller reporting company, or an
emerging growth company. Seethe definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in
Rule 12b-2 of the Act:

Large accelerated filer Accelerated filer O
Non-accelerated filer O Smaller reporting company O
Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(g) of the Exchange Act. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No

The aggregate market value of the voting and non-voting Common Stock held by non-affiliates of the registrant as of January 31, 2019 (the last business day of the
registrant's most recently completed second fiscal quarter) was $9,985,566,607 based upon the closing sales price reported for such date on the NASDAQ Global Select
Market. For purposes of this disclosure, shares of Common Stock held by personswho hold more than 5% of the outstanding shares of Common Stock and sharesheld
by officersand directors of the registrant have been excluded in that such persons may be deemed to be affiliates. Thisdetermination of affiliate statusis not necessarily
conclusive for other purposes.

Asof September 27, 2019, 232,250,144 shares of the registrant’s common stock were outstanding.

DOCUMENTSINCORPORATED BY REFERENCE

Portions of our definitive Proxy Statement for the 2019 Annual Meeting of Stockholders, also referred to in this Annual Report on Form 10-K as
our Proxy Statement, which will be filed with the Securities and Exchange Commission, or SEC, pursuant to Regulation 14A within 120 days after the
registrant’s fiscal year end of July 31, 2019, have been incorporated by referencein Part |11 hereof. Except with respect to the information specifically
incorporated by reference, the Proxy Statement is not deemed to be filed as a part hereof.
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PART |
CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K for the fiscal year ended July 31, 2019, or this Form 10-K, including the infor mation
incor porated by reference herein, contains forwar d-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended (the Securities Act), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange
Act). All statements other than statements of historical facts are statements that could be deemed forwar d-looking statements.
In some cases, you can identify forward-looking statements by terms such as“ may,” “will,” “should,” “expect,” “ plan,’
“intend,” “ forecast,” “anticipate,” “ believe” “estimate” “predict,” “ potential,” “ continu€’ or the negative of these terms
or other comparable terminology. The forward-looking statements contained in this Form 10-K involve known and unknown
risks, uncertainties and situations that may cause our or our industry s actual results, level of activity, performance or
achievements to be materially different from any future results, levels of activity, performance or achievements expressed
or implied by these statements. These forward-looking statements are made in reliance upon the safe harbor provision of
the Private Securities Litigation Reform Act of 1995. These factorsinclude those listed in Part I, Item 1A under the caption
entitled “ Risk Factors’ in this Form 10-K and those discussed elsewhere in this Form 10-K. Unless the context otherwise
requires, referencesin this Form 10-K to “ Copart,” the Company,” “we,” “us,” or “our” refer to Copart, Inc. We encourage
investorsto review these factors carefully together with the other mattersreferred to herein, aswell asin the other documents
we file with the Securities and Exchange Commission (the SEC). We may from time to time make additional written and oral
forward-looking statements, including statements contained in our filings with the SEC. We do not undertake to update any
forward-looking statement that may be made from time to time by or on behalf of us.

Although we believe that, based on information currently available to us and our management, the expectations reflected
in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, performance or
achievements. You should not place undue reliance on these forward-looking statements.

Item 1. Business
Corporate I nformation

We were incorporated in Californiain 1982, became a public company in 1994 and were reincorporated into Delaware in
January 2012. Our principal executive offices are located at 14185 Dallas Parkway, Suite 300, Dallas, Texas 75254 and our
telephone number thereis (972) 391-5000. Our website is www.copart.com. The contents of our website are not incorporated
by reference into this Form 10-K. We provide free of charge, through alink on our website, accessto our Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, as well as amendments to those reports, as
soon as reasonably practical after the reports are electronically filed with, or furnished to, the SEC.

Copart®, VB, BID4U®, Cl & Design®, DRIVE Auto Auctions™, 1-800 CAR BUY ER®, CASHFORCARS.COM®,
COPART & DESIGN®, VB? & DESIGN®, VB3 & DESIGN®, VB3® and CrashedToys.com® are trademarks of Copart, Inc.
or one of itsdirect or indirect wholly-owned subsidiaries. This Form 10-K also includes other trademarks of Copart and of
other companies.

Overview

We are aleading provider of online auctions and vehicle remarketing services with operationsin the United States (U.S),
Canada, the United Kingdom (U.K.), Brazil, the Republic of Ireland, Germany, Finland, the United Arab Emirates (U.A.E)),
Oman, Bahrain, and Spain.

Our goals are to generate sustainable profits for our stockholders, while also providing environmental and social benefits
for the world around us. With respect to our environmental stewardship, we believe our businessisacritical enabler for the
global re-use and recycling of vehicles, parts, and raw materials. Many of the cars we process and remarket are subsequently
restored to drivable condition, reducing the new vehicle manufacturing burden the world would otherwise face. Many of our
cars are purchased by dismantlers, who recycle and refurbish parts for vehicle repairs, again reducing new and aftermarket

1



parts manufacturing. And finally, some of our vehicles are returned to their raw material inputs through scrapping, reducing
the need for further de novo resource extraction. In each case, our business has reduced the carbon and other environmental
footprint of the global transportation industry.

Beyond our environmental stewardship, we also support the world's communitiesin two important ways. First, we believe
that we contribute to economic development and well-being by enabling more affordable access to mobility around the world.
For example, many of the automobiles sold through our auction platform are purchased for use in developing countries where
affordable transportation is a critical enabler of education, health care, and well-being more generally. In addition, because
of the special role we play in responding to catastrophic weather events, we believe we contribute to disaster recovery and
resilience in the communities we serve. For example, we mobilized our people, entered into emergency leases, and engaged
with amultitude of service providersto timely retrieve, store, and remarket tens of thousands of flood-damaged vehiclesin the
Houston, Texas metropolitan areain the wake of Hurricane Harvey in the summer of 2017.

We provide vehicle sellers with afull range of services to process and sell vehicles primarily over the internet through our
Virtual Bidding Third Generation internet auction-style sales technology, which we refer to as VB3. Vehicle sellers consist
primarily of insurance companies, but also include banks, finance companies, charities, fleet operators, dealers and vehicles
sourced directly from individual owners. We sell the vehicles principally to licensed vehicle dismantlers, rebuilders, repair
licensees, used vehicle dealers and exporters and, at certain locations, to the general public. The mgjority of the vehicles
sold on behalf of insurance companies are either damaged vehicles deemed a total loss; not economically repairable by the
insurance companies; or are recovered stolen vehicles for which an insurance settlement with the vehicle owner has already
been made. We offer vehicle sellersafull range of services that help expedite each stage of the vehicle sales process, minimize
administrative and processing costs, and maximize the ultimate sales price through the online auction process.

Inthe U.S., Canada, Brazil, the Republic of Ireland, Finland, the U.A.E., Oman, Bahrain, and Spain, we sell vehicles
primarily as an agent and derive revenue primarily from auction and auction related sales transaction fees charged for
vehicle remarketing services as well as fees for services subsequent to the auction, such as delivery and storage. In the U.K.
and Germany, we operate both as an agent and on a principal basis, in some cases purchasing salvage vehicles outright and
reselling the vehicles for our own account. In Germany and Spain, we also derive revenue from listing vehicles on behalf of
insurance companies and insurance experts to determine the vehicle s residual value and/or to facilitate a sale for the insured.

Through our Virtual Bidding Third Generation (V B3) auction platform our sales processis open to registered buyers
(whom we refer to as “members’) anywhere in the world with access to the internet. This technology and model employ a
two-step bidding process. Thefirst step is an open preliminary bidding feature that allows membersto enter bids either at a
bidding station at the storage facility or over the internet during the preview period. To improve the effectiveness of bidding,
the VB3 system lets members see the current high bids on the vehicles they want to purchase. The preliminary bidding step
isan open bid format similar to eBay®. Members enter the maximum price they are willing to pay for avehicle and VB3's
BID4U feature incrementally bids on the vehicle on their behalf during all phases of the auction. Preliminary bidding ends at a
specified time prior to the start of a second bidding step, an internet-only virtual auction. This second step allows bidders the
opportunity to bid against each other and the high preliminary bidder. The bidders enter bids viathe internet in real time while
BID4U submits bids for the high preliminary bidder up to their maximum bid. When bidding stops, a countdown isinitiated. If
no hids are received during the countdown, the vehicle sells to the highest bidder.

We believe our virtual auction platform increases the pool of available buyers for each sale, which brings added
competition and an increase in the amount buyers are willing to pay for vehicles. We also believe that it improves the
efficiency of our operations by eliminating the expense and capital requirements which would be associated with holding
live auctions.

For fiscal 2019, sales of U.S. vehicles, on aunit basis, to members registered outside the state where the vehicle was located
accounted for 55.2% of total vehicles sold; of which 32.0% of vehicles were sold to out of state members within the U.S. and
23.2% were sold to I nternational members, based on the address submitted during registration.



We believe that we offer the highest level of service in the auction and vehicle remarketing industry and have established
our leading market position by:

e providing coverage that facilitates seller access to buyers around the world, reducing towing and third-party storage
expenses, offering alocal presence for vehicle inspection stations, and providing prompt response to catastrophes and
natural disasters by specially trained teams;

e providing a comprehensive range of services that includes merchandising, efficient title processing, timely pick-up and
delivery of vehicles, and internet sales;

e establishing and efficiently integrating new facilities and acquisitions,

e increasing the number of biddersthat can participate at each sale through the ease and convenience of internet
bidding;

« applying technology to enhance operating efficiency through internet bidding, web-based order processing, salvage
value quotes, electronic communication with members and sellers, and vehicle imaging; and

e providing avenue for insurance customers through our Virtual Insured Exchange (V1X) product to contingently sell a
vehicle through our auction process to assess true market value, equipping our insurance customers with market data
in its negotiations with owners who wish to retain their damaged vehicles.

Historically, we believe our business has grown as aresult of (i) acquisitions, (ii) increasesin overall volumein the salvage
car market, (iii) growth in market share, (iv) increases in the amount of revenue generated per sales transaction resulting from
increasesin the gross sdlling price and the addition of value-added services for both members and sellers, and (v) growth in
non-insurance company sellers. For fiscal 2019, our revenues were $2.0 billion and our operating income was $716.5 million.

Infiscal 2017, we opened a new operational facility in Germany, a new operational facility in Brazil, nine new operational
facilitiesin the U.S. and acquired Cycle Express, LLC, which conducts business primarily as National Powersport Auctions
(NPA), aleading non-salvage auction platform for motorcycles, snowmoabiles, watercraft and other powersports vehicles. NPA
currently operates facilities in nine locations across the U.S.

Infiscal 2018, we opened three new operational facilitiesin the U.S., anew operational facility in the U.K., anew
operational facility in Germany, and acquired locations in the municipalities of Espoo; Pirkkala; Oulu; and Turku, Finland.

Infiscal 2019, we opened one new operationa facility in Brazil; seven new operational facilitiesin Germany; and eleven
new operational facilitiesin the U.S., and acquired an operational facility in Greenville, Kentucky.

Our service revenue consists of auction and auction related sales transaction fees charged for vehicle remarketing services.
These auction and auction related services may include a combination of vehicle purchasing fees, vehicle listing fees, and
vehicle selling fees that can be based on a predetermined percentage of the vehicle sales price, tiered vehicle sales price driven
fees, or at afixed fee based on the sale of each vehicle regardless of the selling price of the vehicle; transportation fees for the
cost of transporting the vehicle to or from our facility; title processing and preparation fees; vehicle storage fees; bidding fees,
and vehicle loading fees. These fees are recogni zed as net revenue (not gross vehicle selling price) at the time of auction in the
amount of such fees charged. Purchased vehicle revenue includes the gross sales price of the vehicles which we have purchased
or are otherwise considered to own. We have certain contracts with insurance companies, primarily in the U.K., in which we
act asa principal, purchasing vehicles and reselling them for our own account. We also purchase vehicles in the open market,
primarily from individuals, and resell them for our own account.

Operating costs consist primarily of operating personnel (which includes yard management, clerical and yard employees),
rent, contract vehicle transportation, insurance, fuel, equipment maintenance and repair, and costs of vehicles sold under
the purchase contracts. General and administrative expenses consist primarily of executive management, accounting, data
processing, sales personnel, human resources, professional fees, information technology, and marketing expenses.



Industry Overview

The auction and vehicle remarketing services industry provides a venue for sellersto dispose of or liquidate vehiclesto
abroad domestic and international buyer pool. Sellers generally auction or sell their vehicles on a consignment basis either
for afixed fee or a percentage of the sales price. Occasionally, companiesin our industry purchase vehicles from the largest
segment of sellers, insurance companies, and resell the vehicles for their own account. The vehicles are usually purchased at a
price based on the vehicles estimated pre-accident cash value and the extent of damage. Vehicle remarketers typically operate
from multiple facilities where vehicles are processed, viewed, stored and delivered to the buyer. While most companiesin
thisindustry remarket vehicles through a physical auction or a hybrid internet and physical auction, we sell virtually all our
vehicles on our internet selling platform VB3, thus eliminating the requirement for buyersto travel to an auction location to
participate in the sales process.

Although there are other sellers of vehicles, such as banks, finance companies, charities, fleet operators, dealers and
vehicles sourced directly from individual owners, our primary sellers of vehicles are insurance companies.

The primary buyers of vehicles at our auctions are vehicle dismantlers, rebuilders, repair licensees, used vehicle dealers,
exporters, and in some states, the general public. Vehicle dismantlers, which we believe are the largest group of vehicle buyers,
based on volume of vehicles purchased, either dismantle a salvage vehicle and sell partsindividually or sell the entire vehicle
to rebuilders, used vehicle dealers, or the general public. Vehicle rebuilders and vehicle repair licensees generally purchase
salvage vehicles to repair and resell. Used vehicle dealers generally purchase recovered stolen or dightly damaged vehicles
for resale.

Most of our vehicles are sold on behalf of insurance companies and are usually vehicles involved in an accident or to a
lesser extent anatural disaster. Typically, the damaged vehicle is towed to a storage facility or avehicle repair facility for
temporary storage pending insurance company examination. The vehicle isinspected by the insurance company’s adjuster,
who estimates the costs of repairing the vehicle and gathers information regarding the damaged vehicle's mileage, options
and condition in order to estimate its pre-accident value (PAV), otherwise known as actual cash value (ACV). The adjuster
determines whether to pay for repairs or to classify the vehicle as atotal loss based upon the adjuster’s estimate of repair
costs, vehicle's salvage value, and the PAV, as well as customer service considerations. If the cost of repair is greater than the
PAV less the estimated salvage value, the insurance company generally will classify the vehicle as atotal loss. The insurance
company will thereafter assign the vehicle to a vehicle auction and remarketing services company, settle with the insured and
receive title to the vehicle.

Automobile manufacturers continuously incorporate new standard features, including unibody construction utilizing exotic
metals, passenger safety cages with surrounding crumple zones to absorb impacts, plastic and ceramic components, airbags,
adaptive headlights, computer systems, advanced cameras, collision warning systems, and navigation systems. We believe that
one effect of these additional featuresis that newer vehiclesinvolved in accidents are more costly to repair and, accordingly,
more likely to be deemed atotal loss for insurance purposes.

We believe the primary factors that insurance companies consider when selecting an auction and vehicle remarketing
services company include:

* theanticipated percentage return on salvage (i.e., gross salvage proceeds, minus vehicle handling and selling
expenses, divided by the PAV);

» theservices provided by the company and the degree to which such services reduce their administrative costs and
expenses,

e the price the company chargesfor its services,
e geographic coverage;

e theability to respond to natural disasters;



e theahility to provide analytical datato the seller; and
¢ intheU.K., in certain situations, the actual amount paid for the vehicle.

Inthe U.K., some insurance companies tender periodic contracts for the purchase of salvaged vehicles. Under these
circumstances, insurance companies will generally award the contract to the company that iswilling to pay the highest price
for the vehicles.

Generally, upon receipt of the pickup order (the assignment), we arrange for the transportation of a vehicle to our nearest
facility. As aserviceto the vehicle seller, we will customarily pay advance charges (reimbursable charges paid on behalf of
vehicle sellers) to obtain the vehicle' s release from atowing company, vehicle repair facility or impound facility. Advance
charges paid on behalf of the vehicle seller are either recovered upon sale of the vehicle, invoiced separately to the seller or
deducted from the net proceeds due to the sdller.

The salvage vehicle then remains in storage at one of our facilities until ownership documents are transferred from the
insured vehicle owner and the title to the vehicle is cleared through the appropriate state€'s motor vehicle regulatory agency,
or DMV. Inthe U.S, total loss vehicles may be sold in most states only after obtaining a salvage title from the DMV. Upon
receipt of the appropriate documentation from the DMV, which is generally received within 45 to 60 days of vehicle pick-up,
the vehicleis sold either on behalf of the insurance company or for our own account, depending on the terms of the contract. In
the U.K., upon release of interest by the vehicle owner, the insurance company notifies us that the vehicle is available for sale.

Generally, sellers of non-salvage vehicles will arrange to deliver the vehicle to one of our locations. At that time, the vehicle
information will be uploaded to our system and made available for buyersto review online. The vehicle is then sold at auction
on VB3 typically within seven days. Proceeds are then collected from the member, typically seller fees are subtracted, and the
remainder is remitted to the seller.

Operating and Growth Strategy

Our growth strategy isto increase our revenues and profitability by, among other things, (i) acquiring and developing
new facilitiesin key markets including foreign markets; (ii) pursuing national and regional vehicle supply agreements;
and (iii) expanding our online auctions and vehicle remarketing service offerings to sellers and members. In addition, to
maximize gross sales proceeds and cost efficiencies at each of our acquired facilities, we introduce our (i) pricing structure;
(i) selling processes; (iii) operational procedures; (iv) management information systems; and (v) when appropriate, redeploy
existing personnel.

Aspart of our overall expansion strategy, our objective isto increase our revenues, operating profits, and market sharein
the vehicle remarketing industry. To implement our growth strategy, we intend to continue to do the following:

Acquire and Develop New Vehicle Storage Facilitiesin Key Markets Including Foreign Markets

Our strategy isto offer integrated services to vehicle sellers on aglobal, national or regional basis by acquiring or
developing facilitiesin new and existing markets. We integrate our new acquisitions into our global network and capitalize on
certain operating efficiencies resulting from, among other things, the reduction of duplicative overhead and the implementation
of our operating procedures.

Pursue Global, National and Regional Vehicle Supply Agreements

Our broad global presence enhances our ability to enter into local, regional, national or global supply agreements with
vehicle sellers. We actively seek to establish national and regional supply agreements with insurance companies by promoting
our ability to achieve high net returns and broader access to buyers through our national coverage and electronic commerce
capabilities. By utilizing our existing insurance company seller relationships, we are able to build new seller relationships and
pursue additional supply agreementsin existing and new markets.



Expand Our Service Offeringsto Sellers and Members

Over the past several years, we have expanded our available service offeringsto vehicle sellers and members. The primary
focus of these new service offeringsis to maximize returnsto our sellers and maximize product value to our members. This
includes, for our sellers, real-time access to sales data over the internet, national coverage, the ability to respond on a national
scale and, for our members, the implementation of VB3 real-time bidding at substantially all of our facilities, permitting
members at any location worldwide to participate in the sales at our yards. We plan to continue to refine and expand our
services, including offering software that can assist our sellersin expediting claims and salvage management tools that help
sellersintegrate their systems with ours.

Our Competitive Advantages

We believe that the following attributes and the services that we offer position us to take advantage of many opportunities
in the online vehicle auction and services industry:

Geographic Coverage and Ability to Respond on a National Scale

Since our inception in 1982, we have expanded from asingle facility in Vallgo, Californiato an integrated network
of facilities located in the U.S., Canada, the U.K ., Brazil, the Republic of Ireland, Germany, Finland, the U.A.E., Oman,
Bahrain, and Spain. In Germany and Spain, we also derive revenue from listing vehicles on behalf of insurance companies
and insurance experts to determine the vehicle'sresidual value and/or to facilitate a sale for the insured. We offer integrated
services to our vehicle sellers, which allow us to respond to the needs of our sellers and members with maximum efficiency.
Our coverage provides our sellers with key advantages, including:

e attractiveness and efficiency to buyers, leading to enhanced selling prices for vehicles;
e areduction in administrative time and effort;

e areductionin overall vehicle transportation costs,

e convenient local facilities,

e improved access to buyers throughout the world;

e aprompt response in the event of anatural disaster or other catastrophe; and

e consistency in products and services.

Value-Added Services

We believe that we offer the most comprehensive range of servicesin our industry, including:

internet bidding, internet proxy bidding, and virtual sales powered by V B3, which enhance the competitive
bidding process;

e mobile applications, which allow members to search, bid, create watch lists, join auctions and bid in numerous
languages from anywhere;

» atailored experience by way of predictive analytics through collaborative filtering, such as the Recommendations
Engine feature that suggests similar makes and model s based on a member’s behavior;

e Buy It Now, which provides an option to our members to purchase specific pre-qualified vehiclesimmediately at a set
price before the live auction process;

e Make An Offer, which provides an option to our members to submit an offer amount on certain selected vehicles and
if the offer is accepted, purchase the vehicle before the live auction process,
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e online payment capabilities via our ePay product, credit cards and dealer financing programs;
e email notifications available in numerous languages to potential buyers of vehicles that match desired characteristics;

» sophisticated vehicle processing at storage sites, including digital imaging of each vehicle and the scanning of each
vehicle'stitle and other significant documents such as body shop invoices, all of which are available from us over the
internet;

e gpecialty sales, which allow buyers the opportunity to focus on such select types of vehicles as motorcycles, heavy
equipment, boats, recreational vehicles and rental cars;

e interactive online counter-bidding, which allows sellers who have placed a minimum bid or abid to be approved on a
vehicle to directly counter-bid the current high bidder;

e second chance bidding, which allows the second highest bidder the opportunity to purchase the vehicle for the seller’'s
current minimum bid after the high bidder fails to consummate the purchase; and

* Night Cap sales, which provides an additional opportunity for bidding on vehicles that have not previoudy achieved
their minimum bid.

Proven Ability to Acquire and I ntegrate Acquisitions

We have a proven track record of successfully acquiring and integrating facilities. Since becoming a public company in
1994, we have completed acquisitions of facilitiesin the U.S., Canada, the U.K., Brazil, the U.A .E., Germany, Finland, and
Spain. Aspart of our acquisition and integration strategy, we seek to:

e expand our global presence;

e strengthen our networks and access new markets;

e utilize our existing corporate and technology infrastructure over alarger base of operations; and
e introduce our comprehensive services and operational expertise.

We strive to integrate all new facilities, when appropriate, into our existing network without disruption of serviceto vehicle
sellers. We work with new sellers to implement our fee structures and new service programs. We typically retain existing
employees at acquired facilitiesin order to retain knowledge about, and respond to, the local market. We also assign a special
integration team to help convert newly acquired facilities to our own management information and proprietary software
systems, helping enable us to ensure a smooth and consistent transition to our business operating and sales systems.

Technology to Enhance and Expand Our Business

We have devel oped management information and proprietary software systemsthat allow usto deliver afully integrated
service offering. Our proprietary software programs provide vehicle sellers with online access to data and reports regarding
their vehicles being processed at any of our facilities. This technology allows vehicle sellers to monitor each stage of our
vehicle sales process, from pick up to sale and settlement by the buyer. Our full range of internet services allows us to expedite
each stage of the vehicle sales process and helps to minimize the administrative and processing costs for us, as well as our
sellers. We believe that our integrated technology systems generate improved capacity and financial returnsfor our clients,
resulting in high client retention, and allow us to expand our national supply contracts.

Our Business Segments

Our U.S. and International regions are considered two separate operating segments and are disclosed as two reportable
segments. The segments represent geographic areas and reflect how the chief operating decision maker allocates resources and
measures results, including total revenues, operating income and income before income taxes. Our revenues for the year ended
July 31, 2019 were distributed as follows: U.S. 81.1% and International 18.9%. Geographic information as well as comparative
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segment revenues and related financial information pertaining to the U.S. and I nternational segments for the years ended
July 31, 2019, 2018 and 2017 are presented in the tables in Note 12 — Segments and Other Geographic Reporting, to the Notes
to Consolidated Financial Statements, which are included in Part 11, Item 8 of this Form 10-K.

Our Service Offerings

We offer vehicle sellersafull range of vehicle services, which expedite each stage of the vehicle sales process, helping
to maximize proceeds and minimize costs. Not all service offerings are available in all markets. Additionally, in some cases
aservice offering may be applicable only to a particular subsidiary or operating segment. Our service offerings include
the following:

Online Seller Access

Through Copart Access, our internet-based service for vehicle sellers, we enable sellersto assign vehicles for sale, check
sales calendars, view vehicle images and history, view and reprint body shop invoices and towing receipts and view the
historical performance of the vehicles sold at our sales.

Salvage Estimation Services

We offer Copart ProQuote, a proprietary service that assists sellersin the vehicle claims evaluation process by providing
online salvage value estimates, which helps sellers determine whether to repair avehicle or deem it atotal loss.

IntelliSeller

We offer IntelliSeller, an automated tool leveraging our vast and detailed vehicle and sales data to assist our sellersin
making vital auction decisions. Using machine learning, IntelliSeller optimizes the utilization of our vehicle and sales data
to determine when to establish minimum bid values and suggest when to re-auction a unit to ensure optimal returns while
minimizing cycletime.

Estimating Services

We offer vehicle sellersin the U.K. estimating services for vehicles taken to our facilities. Estimating services provide
our insurance company sellersrepair estimates which allow the insurance company to determineif the vehicleis atotal loss
vehicle. If the vehicle is determined to be atotal loss, it is generally assigned to usto sell.

End-of-Life Vehicle Processing

Inthe U.K., we are an authorized treatment facility for the disposal of end-of-life vehicles.

Virtual Insured Exchange (VI X)

We provide a venue for insurance customers through our Virtual Insured Exchange (V1X) product to contingently sell a
vehicle through our auction process to assess true market value, equipping our insurance customers with market datain its
negotiations with owners who wish to retain their damaged vehicles.

Transportation Services

Inthe U.S. and Canada, we perform transportation services through a combination of our fleet of over 80 vehicles and
predominately using third-party vehicle transport companies. We maintain contracts with third-party vehicle transport

companies, which enable us to pick up most of our sellers vehicles within 24 hours. Our national network and transportation
capabilities provide cost and time savings to our vehicle sellers and ensure on-time vehicle pick up and prompt response



to catastrophes and natural disastersin the U.S. and Canada. In the U.K., we perform transportation services through
acombination of our fleet of over 220 vehicles and third-party vehicle transport companies. In Germany, we perform
transportation services through our fleet of over 25 vehicles.

Vehicle Inspection Stations

We offer some of our major insurance company sellers office and yard space to house vehicle inspection stations on-site at
our facilities. We have over 100 vehicle inspection stations at our facilities. An on-site vehicle inspection station provides our
insurance company sellers with acentral location to inspect potential total loss vehicles, which reduces storage charges that
otherwise may beincurred at theinitial storage or repair facility.

On-Demand Reporting

We provide vehicle sellers with real time data for vehicles that we process for the seller. Thisincludes vehicle sellers
gross and net returns on each vehicle, service charges, and other data that enable our vehicle sellersto more easily administer
and monitor the vehicle disposition process. In addition, we have developed a database containing over 300 fields of real-
time and historical information accessible by our sellers allowing for their generation of custom ad hoc reports and customer
specific analysis.

Title Processing and Procurement

We have extensive expertise in DMV document and title processing for salvage vehicles. We have developed a computer
system which provides adirect link to the DMV computer systems of multiple states, allowing us to expedite the processing of
vehicletitle paperwork. We also facilitate the title transfer from the original owner or financial institutions on behalf of some
of our sellersto streamline the documentation and vehicle auction process.

Loan Payoff

Through utilizing existing relationships, we can quickly and electronically obtain up-to-date loan payoff information from
hundreds of automotive lenders, including the remaining balance due and per diem on avehicle loan, to expedite the loan
payoff and title transfer process.

Flexible Vehicle Processing Programs

At the election of the sdller, we sell vehicles pursuant to our Percentage I ncentive Program, which we refer to as PIP,
Consignment Program, or Purchase Program.

Percentage Incentive Program. Our Percentage | ncentive Program is an innovative processing program designed to
broadly serve the needs of vehicle sellers. Under PIP, we agree to sell all of the vehicles of a seller in a specified market,
usually for a predetermined percentage of the vehicle sales price. Because our revenues under Pl P are directly linked to the
vehicle's sale price, we have an incentive to actively merchandise those vehicles to maximize the net return. We provide the
vehicle seller, at our expense, with transportation of the vehicle to our nearest facility, aswell as DMV document and title
processing. In addition, we provide merchandising services such as covering or taping openings to protect vehicle interiors
from weather, washing vehicle exteriors, vacuuming vehicle interiors, cleaning and polishing dashboards and tires, making
keys for drivable vehicles, and identifying drivable vehicles. We believe our merchandising effortsincrease the sales prices of
the vehicles, thereby increasing the return on salvage vehicles to both vehicle sellers and us.

Consignment Program. Under our Consignment Program, we sell vehicles for afixed consignment fee. Although
sometimes included in the consignment fee, we may also charge additional fees for the cost of transporting the vehicle to our
nearest facility, storage of the vehicle, and other incidental costs.



Purchase Program. Under the Purchase Program, we purchase vehicles from a vehicle seller at aformula price, based on a
percentage of the vehicles estimated PAV, otherwise known as ACV, and sdll the vehicles for our own account. Currently, the
purchase program is offered primarily in the U.K.

Buy It Now, Make An Offer

We offer an option to our members to purchase specific pre-qualified vehiclesimmediately at a set price before the live
auction process. This enables usto provide afast, easy, transparent and comprehensive buying option on these pre-qualified
vehicles. Additionally, members have the option of submitting an offer amount on certain selected vehicles. If an offer is
accepted, the member can purchase the vehicle before the live auction process.

Member Network

We maintain adatabase of thousands of registered members (“buyers’) in the vehicle dismantling and recycling, rebuilding,
used vehicle dealer and export industries, aswell as members that are apart of the general public, where applicable. Our
database includes each member’s vehicle preference and purchasing history. This data enables us to notify prospective buyers
throughout the world via email of vehicles available for bidding that match their vehicle preferences. Listings of vehiclesto be
sold on aday and location are also made available on the internet.

Sales Process

We offer aflexible and unique sales process designed to maximize the sale prices of the vehicles utilizing VB3. VB3 opens
our sales process to members and to individuals who have not registered to view auctions via our website and our mobile
application anywhere in the world where internet accessis available. The VB3 technology and model employs a two-step
bidding process. Thefirst step is an open preliminary bidding feature that allows a member to enter bids either over the
internet or at abidding station at the storage facility during the preview days. To improve the effectiveness of bidding, the
VB3 system lets a member see the current high bid on the vehicle they want to purchase. The preliminary bidding step is
an open bid format similar to eBay®. Members enter the maximum price they are willing to pay for avehicleand VB3's
BID4U feature will incrementally bid the vehicle on their behalf during all steps of the auction. Preliminary bidding ends at a
specified time prior to the start of a second bidding step, an internet-only virtual auction. This second step allows bidders the
opportunity to bid against each other and the highest preliminary bidder. The bidders enter bids viathe internet in real time,
and then BID4U submits bids for the highest preliminary bidder, up to their maximum bid. When bidding stops, a countdown
isinitiated. If no bids are received during the countdown or any extensions, the vehicle sellsto the highest bidder.

Copart Dealer Services

We provide franchise and independent dealers with a convenient method to sell their trade-ins through any of our facilities.
We have a dedicated group of employeesin the U.S. that target these dealers and work with them throughout the sales process.

Cash For Cars

We provide the general public with afast and convenient method to sell their vehicles. Anyone can go to CashForCars.com;
CashForCars.ca; or CashForCars.de and arrange to obtain avalid offer to purchase their vehicle. Upon acceptance of our offer
to purchase their vehicle, we give them a check for their vehicle and then sell the vehicle on our own behalf.

National Powersport Auctions

Inthe U.S., we provide non-salvage powersport vehicle remarketing services through live and online auction platforms
to dedlers, financial institutions and OEMs through our subsidiary National Powersport Auctions, or NPA. NPA, also offers
comprehensive data services including the NPA Value Guide™, which we believe is the industry’s most accurate wholesale
valuation tool. NPA hasfacilitiesin San Diego, California; Philadelphia, Pennsylvania; Dallas, Texas; Cincinnati, Ohio;
Atlanta, Georgia; Littleton, Colorado; Madison, Wisconsin; Portland, Oregon; and Sacramento, California.
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U-Pull-It

Inthe U.K., we have two facilities from which the public can purchase parts from salvaged and end-of-life vehicles. In
general, the buyer is responsible for detaching the parts from the vehicle and any associated hauling or transportation of the
parts after detachment. After the valuable parts have been removed by the buyer, the remaining parts and car body are sold for
their scrap value.

Sales

We process vehicles from hundreds of different vehicle sellers. No single customer accounted for more than 10% of our
consolidated revenues for fiscal 2019, 2018 and 2017. We obtained 80% of the total number of vehicles processed during fiscal
2019 from insurance company sellers. We obtained 78% and 84% of the total number of vehicles processed during fiscal
2018 and 2017, respectively, from insurance company sellers.

We typically contract with the regional or branch office of an insurance company or other vehicle sellers. The agreements
are customized to each vehicle seller’s needs and often provide for the disposition of different types of salvage vehicles by
differing methods. Our arrangements generally provide that we will sell total loss and recovered stolen vehicles generated by
the vehicle seller in a designated geographic area.

We market our servicesto vehicle sellers through an in-house sales force that utilizes a variety of sales techniques,
including targeted mailing of our sales literature, telemarketing, follow-up personal sales calls, internet search engines,
employee referrals, tow shop referrals, participation in trade shows and vehicle and insurance industry conventions. We market
our servicesto franchise and independent dealerships, as well as the general public. We may, when appropriate, provide
vehicle sellers with detailed analysis of the net return on vehicles and a proposal setting forth ways in which we believe that we
can improve net returns on vehicles and reduce administrative costs and expenses.

During the last three years, most of our revenue was generated within the U.S. and a mgjority of our long-lived assets
are located within the U.S. Please see Note 12 — Segments and Other Geographic Reporting in our Notes to Consolidated
Financial Statements for information regarding the geographic location of our sales and our long-lived assets.

Members

We maintain a database of thousands of registered members (“ buyers’) in the vehicle dismantling and recycling,
rebuilding, used vehicle dealer and export industries, as well as members that are a part of the general public, where applicable.
We believe that we have established a broad international and domestic buyer base by providing members with avariety of
programs and services. To become a registered member, a person or business must complete a basic application either online or
through our mobile applications. Before any member may purchase a vehicle, they must provide copies of current government
issued photo identification. Additionally, business members must provide current business information, including copies of
licenses, which may include vehicle dismantler, dealer, resale, repair or export licenses, and as needed, completed sales tax
exemption certificates. Registration entitles a member to transact business at any of our sales, subject to local licensing and
permitting requirements. In certain venues, we may sell to the general public either directly or members may purchase a
vehicle offered at Copart through aregistered broker who meetslocal licensing and permitting requirements. Strict admission
procedures are intended to prevent frivolous bids that will not result in a completed sale. We market to members online and
viaemail notifications, sales notices, telemarketing, direct mail, in-location marketing, search engines, social media, radio,
television, trade publications and participation in trade show events.

Competition

We face significant competition from other remarketers of both salvage and non-salvage vehicles. We believe our
principal competitors include vehicle auction and sales companies and vehicle dismantlers. These national, regional and local
competitors may have established relationships with vehicle sellers and buyers and may have financial resources that are
greater than ours. The largest national or regional vehicle auctioneersin the U.S. include Insurance Auto Auctions, Inc.; KAR
Auction Services, Inc. (including its subsidiary ADESA, Inc.); Auction Broadcasting Company, LLC; and Manheim, Inc. The
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largest national dismantler is LKQ Corporation (LKQ). LKQ, in addition to trade groups of dismantlers such asthe American
Recycling Association and the United Recyclers Group, LLC, may purchase salvage vehicles directly from insurance
companies, thereby bypassing vehicle remarketing companies entirely. In our International markets, our principal competitors
are vehicle auction and sales companies, vehicle dismantlers and privately held independent remarketers.

Management I nfor mation Systems

Our primary yard management information system consists of a series of IBM AS/400 mainframe computer systems and
other serverswhich run our proprietary software developed to process salvage sales vehicles throughout the auction process.
This system isintegrated with the internet to enable buyers to view salvage vehicles and bid on them. It can also be integrated
with the seller’s system and enables the sellers to monitor their vehicles and analyze the progression of vehicles through the
auction process. Our auction-style service product, VB3, is served by an array of identical high-density, high-performance
servers. Each individual saleis configured to run on an available server in the array and can be rapidly provisioned to any
other available server in the array as required.

We have invested in production data centers that are designed to continuously operate to support the business, evenin
the event of an emergency. The data centers electrical and mechanical systems are continually monitored. The data centers
are located in areas generally considered to be free of frequent weather-related disasters and earthquakes. We operate fully
redundant infrastructure to ensure ongoing operations, even in the event of physical damage to one of our data centers.

We have developed a proprietary enterprise operating system to enable us to address our international expansion needs.
This proprietary system is designed to provide multi-language and multi-currency capabilities. We began using our internally
developed proprietary system with our expansion into Spain in fiscal 2016 and Germany in fiscal 2017. We intend to continue
development of this system and implement it in certain additional international locationsin the future.

Employees
Asof July 31, 2019, we had 7,327 full-time employees, of whom 1,222 were engaged in general and administrative

functions and 6,105 were engaged in yard operations. We are not currently subject to any collective bargai ning agreements and
believe our relationships with our employees are good. Employees per geographic region are as follows:

L1 =0 [ 0= = P 5,392
(1= = (o 7= 1,935
TOtal EMPIOYEES . . . .ottt e 7,327

Environmental Matters

Our operations are subject to federal, state, national, international, provincial and local laws and regulations regarding
the protection of the environment in the countries in which we have storage facilities. In some cases, we may acquire land
with existing environmental issues, including landfills as an example. In the salvage vehicle remarketing industry, large
numbers of wrecked vehicles are stored at storage facilities and during that time, spills of fuel, motor oil and other fluids
may occur, resulting in soil, surface water or groundwater contamination. In addition, certain of our facilities generate and/
or store petroleum products and other hazardous materials, including waste solvents and used oil. In the U.K., we provide
vehicle de-pollution and crushing services for end-of-life program vehicles. We could incur substantial expenditures for
preventative, investigative or remedial action and could be exposed to liability arising from our operations, contamination by
previous users of certain of our acquired facilities or facilities which we may acquirein the future, or the disposal of our waste
at off-site locations. In addition to conducting environmental diligence on new site acquisitions, we also take such actions
as may be necessary under laws in the United Statesto avoid liability for activities of prior owners, and we have from time
to time acquired insurance with respect to acquired facilities with known environmental risks. There can be no assurances,
however, that these efforts to mitigate environmental risk will prove sufficient if we were to face material liabilities. We have
incurred expenses for environmental remediation in the past, and environmental laws and regulations could become more
stringent over time. There can be no assurance that we or our operations will not be subject to significant costsin the future
or that environmental enforcement agencies at the state and federal level will not pursue enforcement actions against us. In
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addition to acquiring insurance in connection with certain acquisitions, we have also obtained indemnification for pre-existing
environmental liabilities from many of the persons and entities from whom we have acquired facilities, but there can be no
assurance that such indemnifications will be available or sufficient. Any such expenditures or liabilities could have a material
adverse effect on our consolidated results of operations and financial position.

Governmental Regulations

Our operations are subject to regulation, supervision and licensing under various federal, national, international,
provincial, state and local statutes, ordinances and regulations. The acquisition and sale of damaged and recovered stolen
vehiclesisregulated by various state, provincial and foreign motor vehicle departments. In addition to the regulation of
sales and acquisitions of vehicles, we are also subject to various local zoning requirements with regard to the location of our
storage facilities. These zoning requirements vary from location to location. At various times, we may be involved in disputes
with local governmental officials regarding the development and/or operation of our business facilities. We believe that we
arein compliance, in all material respects, with applicable regulatory requirements. We may be subject to similar types of
regulations by federal, national, international, provincial, state and local governmental agenciesin new markets.

Intellectual Property and Proprietary Rights

In 2008, we obtained a patent issued by the United States Patent and Trademark Office that covers certain aspects of our
virtual bidding auction platform. Generally, patentsissued in the U.S. are effective for 20 years from the earliest asserted filing
date of the patent application. The duration of foreign patents variesin accordance with the provisions of applicable local law.

We aso rely on acombination of trade secret, copyright and trademark laws, as well as contractual agreements to
safeguard our proprietary rightsin technology and products. In seeking to limit access to sensitive information to the greatest
practical extent, we routinely enter into confidentiality and assignment of invention agreements with certain of our employees
and consultants and nondisclosure agreements with our key customers and vendors.

Seasonality

Historically, our consolidated results of operations have been subject to quarterly variations based on a variety of factors,
of which the primary influenceis the seasonal change in weather patterns. During the winter months we tend to have higher
demand for our services because there are more weather-related accidents.

Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should consider carefully the risks and uncertainties
described below before making an investment decision. Our business could be harmed if any of these risks, as well as other
risks not currently known to us or that we currently deemimmaterial, materialize. The trading price of our common stock
could decline due to the occurrence of any of these risks, and you may lose all or part of your investment. In assessing the
risks described below, you should also refer to the other information contained in this Form 10-K, including our consolidated
financial statements and the related notes and schedules, and other filings with the SEC.

We depend on alimited number of major vehicle sellersfor a substantial portion of our revenues. Theloss of one or
mor e of these major sellerscould adver sely affect our consolidated results of operations and financial position, and an
inability to increase our sour ces of vehicle supply could adver sely affect our growth rates.

No single customer accounted for more than 10% of our consolidated revenues for fiscal 2019. Historically, alimited
number of vehicle sellers have collectively accounted for a substantial portion of our revenues. Vehicle sellers have terminated
agreements with usin the past in particular markets, which has affected revenues in those markets. There can be no assurance
that our existing agreements will not be canceled. Furthermore, there can be no assurance that we will be able to enter into
future agreements with vehicle sellers or that we will be able to retain our existing supply of salvage vehicles. A reduction
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in vehicles from asignificant vehicle seller or any material changesin the terms of an arrangement with a significant vehicle
seller could have a material adverse effect on our consolidated results of operations and financial position. In addition, afailure
to increase our sources of vehicle supply could adversely affect our earnings and revenue growth rates.

Our expansion into marketsoutside the U.S., including expansionsin Europe, Brazil, and the Middle East expose
ustorisksarising from operating in international markets. Any failureto successfully integrate businesses acquired
or operational capabilities established outside the U.S. could have an adver se effect on our consolidated results of
operations, financial position or cash flows.

We first expanded our operations outside the U.S. in fiscal 2003 with an acquisition in Canada. Subsequently, in fiscal
2008 we made a significant acquisition in the U.K., followed by acquisitionsin the U.A.E., Brazil, Germany, and Spain in
fiscal 2013, expansionsinto Bahrain and Oman in fiscal 2015, expansion into the Republic of Ireland and Indiain fiscal 2016,
and an acquisition in Finland in fiscal 2018. In addition, we continue to evaluate acquisitions and other opportunities outside
of the U.S. Acquisitions or other strategies to expand our operations outside of the U.S. pose substantial risks and uncertainties
that could have an adverse effect on our future operating results. In particular, we may not be successful inrealizing
anticipated synergies from these acquisitions, or we may experience unanticipated costs or expenses integrating the acquired
operations into our existing business. We have and may continue to incur substantial expenses establishing new yards and
operations, acquiring buyers and sellers, and implementing shared services capabilities in international markets. Among other
things, we plan to ultimately deploy our proprietary auction technologies at all of our foreign operations and we cannot predict
whether this deployment will be successful or will result in increases in the revenues or operating efficiencies of any acquired
companies relative to their historic operating performance. Integration of our respective operations, including information
technology and financial and administrative functions, may not proceed as anticipated and could result in unanticipated costs
or expenses such as capital expenditures that could have an adverse effect on our future operating results. We cannot provide
any assurance that we will achieve our business and financial objectivesin connection with these acquisitions or our strategic
decision to expand our operations internationally. For example, although we continue to operate a technology and operations
center in Indiafor administrative support, we decided to suspend our salvage operationsin Indiain fiscal 2018, which did not
have amaterial effect on our consolidated results of operations and financial position, until the Indian market developsin a
manner better suited to our business model.

As we continue to expand our business internationally, we will need to develop policies and procedures to manage our
business on a global scale. Operationally, acquired businesses typically depend on key seller relationships, and our failure to
maintai n those relationships would have an adverse effect on our consolidated results of operations and could have an adverse
effect on our future operating results. Moreover, success in opening and operating facilities in new markets can be dependent
upon establishing new relationships with buyers and sellers, and our failure to establish those relationships could have an
adverse effect on our consolidated results of operations and future operating results.

I'n addition, we anticipate our international operationswill continue to subject usto avariety of risks associated with
operating on an international basis, including:

the difficulty of managing and staffing foreign offices,
e theincreased travel, infrastructure and legal compliance costs associated with multiple international locations,

e theneed to localize our product offerings, particularly the need to implement our online auction platformin
foreign countries;

* theneed to comply with complex foreign and U.S. laws and regulations that apply to our international operations,

o tariffsand trade barriers and other regulatory or contractual limitations on our ability to operate in certain
foreign markets;

e exposureto foreign currency exchange rate risk, which may have an adverse impact on our revenues and revenue
growth rates,
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e adapting to different business cultures and market structures, particularly where we seek to implement our auction
model in markets where insurers have historically not played a substantial role in the disposition of salvage vehicles,
and

e repatriation of funds currently held in foreign jurisdictionsto the U.S. may result in higher effective tax rates.

As we continue to expand our business globally, our success will depend, in large part, on our ability to anticipate and
effectively manage these and other risks associated with our international operations. Our failure to manage any of these risks
successfully could harm our international operations and have an adverse effect on our operating results.

On June 23, 2016, the U.K. held areferendum in which voters approved an exit from the European Union, commonly
referred to as“ Brexit.” In February 2017, the British Parliament voted in favor of allowing the British government to begin
negotiating the terms of the U.K.'s withdrawal from the European Union and discussions with the European Union began in
March 2017. The ultimate effects of Brexit on us are difficult to predict, but adverse consequences concerning Brexit or the
European Union could include deterioration in global economic conditions, instability in global financial markets, political
uncertainty, volatility in currency exchange rates, or adverse changes in the cross-border agreements currently in place, any of
which could have an adverse impact on our financial resultsin the future. The ultimate effects of Brexit on uswill also depend
on the terms of agreements, if any, that the U.K. and the European Union make to retain access to each other’s respective
markets either during atransitional period or more permanently.

In addition, certain acquisitionsin the U.K. may be reviewed by the Competition and Markets Authority (U.K. Regulator).
If aninquiry is made by the U.K. Regulator, we may be required to demonstrate that our acquisitions will not result, or be
expected to result, in a substantial lessening of competition in the U.K. market. Although we believe that there will not be
asubstantial lessening of competition in the U.K. market, based on our analysis of the relevant U.K. markets, there can be
no assurance that the U.K. Regulator will agree with us if it decides to make an inquiry. If the U.K. Regulator determines
that by our acquisitions of certain assets, thereisor likely will be a substantial lessening of competition in the U.K. market,
we could be required to divest some portion of our U.K. assets. In the event of a divestiture order by the U.K. Regulator, the
assets disposed may be sold for substantially less than their carrying value. Accordingly, any divestiture could have a material
adverse effect on our operating resultsin the period of the divestiture.

Our business activities and public policy interests expose usto palitical, regulatory, economic, and
reputational risks.

Our business activities, facilities expansions, and civic and public policy interests may be unpopular in certain
communities, exposing us to reputational and palitical risk. For example, public opposition in some communities to different
aspects of our business operations has impacted our ability to obtain required business use permits. Additionally, our interests
in legidative and regulatory processes at different levels of government in the geographies in which we operate have been
opposed by competitors and other interest groups. Although we believe we generally enjoy positive community relationships
and political support in our range of operations, shifting public opinion sentiments and socio-palitical dynamics could have an
adverse effect on our business and reputation.

Our operationsand acquisitionsin certain foreign areas expose usto regulatory, economic, and reputational risks.

Although we have implemented palicies, procedures and training designed to ensure compliance with anti-bribery laws,
trade controls and economic sanctions, and similar regulations, our employees or agents may take actionsin violation of our
policies. We may incur costs or other penaltiesin the event that any such violations occur, which could have an adverse effect
on our business and reputation.

In some cases, the enforcement practices of governmental regulatorsin certain foreign areas and the procedural and
substantive rights and remedies available to us may vary significantly from those in the United States, which could have an
adverse effect on our business.



Although we face risks associated with international expansion in each of the non-U.S. markets where we operate, our
current focus on the German market heightens the risks we face relating to our expansion plansin Germany.

I'n addition, some of our recent acquisitions have required us to integrate non-U.S. companies which had not, until our
acquisition, been subject to U.S. law. In many countries outside of the United States, particularly in those with developing
economies, it may be common for persons to engage in business practices prohibited by laws and regulations applicable to us,
such asthe U.S. Foreign Corrupt Practices Act (FCPA), U.K. Bribery Act, Brazil Clean Companies Act, Indids Prevention
of Corruption Act, 1988 or similar local anti-bribery laws. These laws generally prohibit companies and their employees or
agents from making improper payments for the purpose of obtaining or retaining business. Failure by us and our subsidiaries
to comply with these laws could subject usto civil and criminal penalties that could have a material adverse effect on our
consolidated operating results and financial position.

We facerisksassociated with theimplementation of our salvage auction model in marketsthat may not operate
on the sametermsasthe U.S. market. For example, certain markets operateon a principal rather than agent basis,
which may have an adver seimpact on our gross margin percentages and expose usto inventory risksthat we do not
experiencein the U.S.

Some of our target markets outside the U.S. operate in a manner substantially different than our historic market in the U.S.
For example, new markets may operate either wholly or partially on the principal model, in which the vehicle is purchased
then resold for our own account, rather than the agency model employed in the U.S., in which we generally act as a sales agent
for the legal owner of vehicles. Further, operating on aprincipal basis exposes us to inventory risks, including losses from
theft, damage, and obsolescence. In addition, our businessin the U.S,, Canada, and the U.K. has been established and grown
based largely on our ability to build relationships with insurance carriers. In other markets, including Germany, insurers have
traditionally been lessinvolved in the disposition of salvage vehicles. Aswe expand into markets outside the U.S., Canada,
and the U.K., including Germany in particular, we cannot predict whether markets will readily adapt to our strategy of online
auctions of automobiles sourced principally through vehicle insurers. Any failure of new markets to adopt our business model
could adversely affect our consolidated results of operations and financial position.

Acquisitions typically will increase our sales and profitability although, given the typical size of our acquisitions to date,
most acquisitions will not individually have a material impact on our consolidated results of operations and financial position.
We may not always be able to introduce our processes and selling platform to acquired companies due to different operating
modelsininternational jurisdictions or other facts. Asaresult, the associated benefits of acquisitions may be delayed for years
in some international situations. During this period, the acquisitions may operate at aloss and certain acquisitions, while
profitable, may operate at a margin percentage that is below our overall operating margin percentage and, accordingly, have
an adverse impact on our consolidated results of operations and financial position. Hence, the conversion periods vary from
weeks to years and cannot be predicted.

We have developed a proprietary enter prise oper ating system, and we may experience difficulties operating our
business as we continue to design and develop this system.

We have developed a proprietary enterprise operating system to address our international expansion needs. The ongoing
design, development, and implementation of our enterprise operating systems carry certain risks, including the risk of
significant design or deployment errors causing disruptions, delays or deficiencies, which may make our website and services
unavailable. Thistype of interruption could prevent us from processing vehicles for our sellers and may prevent us from selling
vehicles through our internet bidding platform, V B3, which would adversely affect our consolidated results of operations
and financial position. In addition, the transition to our internally developed proprietary system will continue to require us to
commit substantial financial, operational and technical resources before the volume of business increases, without assurance
that the volume of business will increase. We began using our internally developed proprietary system with our expansion into
Spainin fiscal 2016 and Germany in fiscal 2017.

We may also implement additional or enhanced information systems in the future to accommodate our growth and
to provide additional capabilities and functionality. The implementation of new systems and enhancements is frequently
disruptive to the underlying business of an enterprise and can be time-consuming and expensive, increase management
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responsibilities and divert management attention. Any disruptions relating to our system enhancements or any problems with
the implementation, particularly any disruptions impacting our operations or our ability to accurately report our financial
performance on atimely basis during the implementation period, could materially and adversely affect our business. Even

if we do not encounter these material and adverse effects, the implementation of these enhancements may be much more
costly than we anticipated. If we are unable to successfully implement the information systems enhancements as planned, our
financial position, results of operations and cash flows could be negatively impacted.

Our success depends on maintai ning the integrity of our systems and infrastructure. As our operations continue to grow
in both size and scope, domestically and internationally, we must continue to provide reliable, real-time access to our systems
by our customers through improving and upgrading our systems and infrastructure for enhanced products, services, features
and functionality. Any failure to maintain the integrity of our systems and infrastructure may result in loss of customers due to
among other things, dow delivery times, unreliable service levels or insufficient capacity, which could have a material adverse
effect on our business, consolidated financial position and results of operations.

Theimpairment of internally developed capitalized softwar e costs could adver sely affect our consolidated results of
operations and financial condition.

We capitalize certain costs associated with the development of new software products, new software for internal use and
major sof tware enhancements to existing software. These costs are amortized over the estimated useful life of the software
beginning with itsintroduction or roll-out. If, at any time, it is determined that capitalized software provides areduced
economic benefit, the unamortized portion of the capitalized development costs will be expensed, in part or in full, asan
impairment, which may have amaterial impact on our consolidated results of operations and financial position. For example,
during fiscal 2017, we recognized a $19.4 million charge primarily related to fully impairing costs previoudly capitalized in
connection with the development of business operating software.

Disruptionsto our information technology systems, including failure to prevent outages, maintain security, prevent
unauthorized accessto our information technology systems and other confidential infor mation, could disrupt our
business and materially and adver sely affect our reputation, consolidated results of operations and financial condition.

Information availability and security risks for online commerce companies have significantly increased in recent years
because of, in addition to other factors, the proliferation of new technologies, the use of the internet and telecommunications
technologies to conduct financial transactions, and the increased sophistication and activities of organized crime, hackers,
terrorists, and other external parties. These threats may derive from fraud or malice on the part of third parties or current
or former employees. In addition, human error or accidental technological failure could make us vulnerable to information
technology system disruptions and/or cyber-attacks, including the introduction of malicious computer viruses or code into our
system, phishing attacks, or other information technology data security incidents.

Our operations rely on the secure processing, transmission and storage of confidential, proprietary and other information
in our computer systems and networks. Our customers and other parties in the payments value chain rely on our digital
technologies, computer and email systems, software and networks to conduct their operations. In addition, to access our
products and services, our customers increasingly use personal smartphones, tablet PCs and other mobile devices that may be
beyond our control.

Information technology system disruptions, cyber-attacks or other cyber security incidents could materially and
adversely affect our reputation, operating results, or financial condition by, among other things, making our auction platform
inoperable for a period of time, damaging our reputation with buyers, sellers, and insurance companies as aresult of the
unauthorized disclosure of confidential information (including account datainformation), or resulting in governmental
investigations, litigation, liability, fines, or penalties against us. If such attacks are not detected immediately, their effect
could be compounded. While we maintain insurance coverage that may, subject to policy terms and conditions, cover certain
aspects of these cyber risks, our insurance coverage may beinsufficient to cover all losses and would not remedy damage to
our reputation.
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We have in the past identified attempts by unauthorized third parties to access our systems and disrupt our online auctions.
These attempts have caused minor service interruptions, which were promptly addressed and resolved, and our online service
was restored to normal business. For example, in April 2015, we identified that unauthorized third parties had gained access
to data provided to us by our membersthat is considered to be personal information in certain jurisdictions. We immediately
investigated, including the engagement of an external expert security firm, and made the required notifications to members
whose information may have been accessed and to regulatory agencies.

We are constantly evaluating and i mplementing new technologies and processes to manage risks relating to cyber-
attacks and system and network disruptions, including but not limited to usage errors by our employees, power outages and
catastrophic events such asfires, tornadoes, floods, hurricanes and earthquakes. We have further enhanced our security
protocols based on the investigation we conducted in response to the security incident. Nevertheless, we cannot provide
assurances that our efforts to address prior data security incidents and mitigate against the risk of future data security incidents
or system failures will be successful. The techniques used by criminals to obtain unauthorized access to sensitive data change
frequently and are often not recognized immediately. We may be unable to anticipate these techniques or implement adequate
preventative measures and believe that cyber-attacks and threats against us have occurred in the past and are likely to continue
in the future. If our systems are compromised again in the future, become inoperable for extended periods of time, or cease to
function properly, we may have to make a significant investment to fix or replace them, and our ability to provide many of our
electronic and online solutions to our customers may be impaired. In addition, as cyber-threats continue to evolve, we may be
required to expend significant additional resourcesto continue to modify or enhance our protective measures or to investigate
and remediate any information security vulnerabilities. Any of the risks described above could materially and adversely affect
our consolidated financial position and results of operations.

Our businessisexposed to risks associated with online commer ce security and credit card fraud.

Consumer concerns over the security of transactions conducted on the internet or the privacy of users may inhibit the
growth of the internet and online commerce. To securely transmit confidential information such as customer credit card
numbers, we rely on encryption and authentication technology. Unanticipated events or developments could result in a
compromise or breach of the systems we use to protect customer transaction data. Furthermore, our servers may also be
vulnerable to viruses transmitted via the internet and other points of access. While we proactively check for intrusions into our
infrastructure, a new or undetected virus could cause a service disruption.

We maintain an information security program and our processing systems incorporate multiple levels of protection in order
to address or otherwise mitigate these risks. Despite these mitigation efforts, there can be no assurance that we will be immune
to these risks and not suffer losses in the future. Under current credit card practices, we may be held liable for fraudulent credit
card transactions and other payment disputes with customers. As such, we have implemented certain anti-fraud measures,
including credit card verification procedures. However, afailure to adequately prevent fraudulent credit card transactions
could adversely affect our consolidated financial position and results of operations.

Our security measures may also be breached due to employee error, malfeasance, insufficiency, or defective design.
Additionally, outside parties may attempt to fraudulently induce employees, users, or customers to disclose sensitive
information in order to gain access to our dataor our users or customers data. Any such breach or unauthorized access could
result in significant legal and financial exposure, damage to our reputation, and aloss of confidence in the security of our
products and services that could have an adverse effect on our consolidated financial position and results of operations.

Our businessis subject to avariety of domestic and international laws and other obligationsregarding privacy and
data protection.

We are subject to federal, state and international laws, directives, and regulations relating to the collection, use, retention,
disclosure, security and transfer of personal data. These laws, directives, and regulations, and their interpretation and
enforcement continue to evolve and may be inconsistent from jurisdiction to jurisdiction. Recent regulatory changesin
Europe have created compliance uncertainty regarding certain transfers of personal data from Europe to the United States.



For example, the General Data Protection Regulation (“GDPR”), which went into effect in the European Union (“EU")

on May 25, 2018, appliesto all of our activities conducted from an establishment in the EU and may also apply to related
products and services that we offer to EU users. Similarly, the California Consumer Privacy Act, or AB375 (“*CCPA”) and the
Brazilian General Data Protection Law (“LGPD”), were also recently enacted and these laws create new data privacy rights
for individuals, both of which become effective in 2020. Complying with the GDPR, the CCPA, and similar emerging and
changing privacy and data protection requirements may cause us to incur substantial costs or require us to change our business
practices. Noncompliance with our legal obligations relating to privacy and data protection could result in penalties, legal
proceedings by governmental entities or others, and significant legal and financial exposure and could affect our ability to
retain and attract customers. Any of the risks described above could adversely affect our consolidated financial position and
results of operations.

Implementation of our online auction model in new markets may not result in the same syner gies and benefitsthat
we achieved when we implemented the model in the U.S., Canada, and the U.K.

We believe that the implementation of our proprietary auction technologies across our operations over the last decade had
afavorable impact on our results of operations by increasing the size and geographic scope of our buyer base, increasing the
average selling price for vehicles sold through our sales, and lowering expenses associated with vehicle sales.

We implemented our online system across all of our U.S., Canada, and U.K. salvage yards beginning in fiscal 2004 and
2008, respectively, and experienced increasesin revenues and average selling prices, as well asimproved operating
efficienciesin those markets. In considering new markets, we consider the potential synergies from the implementation of
our model based in large part on our experience in the U.S., Canada, and the U.K. However, we cannot predict whether these
synergies will also be realized in new markets.

Failureto have sufficient capacity to accept additional carsat one or more of our storage facilities could adver sely
affect our relationshipswith insurance companiesor other sellersof vehicles.

Capacity at our storage facilities varies from period to period and from region to region. For example, following adverse
weather conditionsin a particular area, our yardsin that area may fill and limit our ability to accept additional salvage vehicles
while we process existing inventories. For example, Hurricanes K atrina, Rita, Sandy, and Harvey had, in certain quarters, an
adverse effect on our operating results, in part because of yard capacity constraints in the impacted areas of the United States.
We regularly evaluate our capacity in al our markets and where appropriate, seek to increase capacity through the acquisition
of additional land and yards. We may not be able to reach agreements to purchase independent storage facilities in markets
where we have limited excess capacity, and zoning restrictions or difficulties obtaining use permits may limit our ability to
expand our capacity through acquisitions of new land. Failure to have sufficient capacity at one or more of our yards could
adversdly affect our relationships with insurance companies or other sellers of vehicles, which could have an adverse effect on
our consolidated results of operations and financial position.

Because the growth of our business hasbeen duein large part to acquisitions and development of new facilities, the
rate of growth of our business and revenues may declineif we are not able to successfully complete acquisitions and
develop new facilities.

We seek to increase our sales and profitability through the acquisition of additional facilities and the development of new
facilities. For example, in fiscal 2017, we opened a new operational facility in Germany, a new operational facility in Brazil,
nine new operational facilitiesin the U.S. and acquired Cycle Express, LLC, which conducts business primarily as National
Powersport Auctions (NPA), aleading non-salvage auction platform for motorcycles, snowmobiles, watercraft and other
powersports vehicles. NPA currently operates facilitiesin nine locations across the U.S. In fiscal 2018, we opened three new
operational facilitiesin the U.S., anew operational facility in the U.K., anew operational facility in Germany, and acquired
locations in the municipalities of Espoo; Pirkkala; Oulu; and Turku, Finland. In fiscal 2019, we opened one new operational
facility in Brazil; seven new operational facilitiesin Germany; and eleven new operational facilitiesin the U.S., and acquired
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an operational facility in Greenville, Kentucky. Acquisitions are difficult to identify and complete for a number of reasons,
including competition among prospective buyers, the availability of affordable financing in the capital markets and the need to
satisfy applicable closing conditions and obtain antitrust and other regulatory approvals on acceptable terms. There can be no
assurance that we will be able to:

e continue to acquire additional facilities on favorable terms;

e expand existing facilities in no-growth regulatory environments,

e obtainor retain buyers, sellers, and sales volumes in new markets or facilities;
e increase revenues and profitability at acquired and new facilities;

e maintain the historical revenue and earnings growth rates we have been able to obtain through facility openings and
strategic acquisitions,

e create new vehicle storage facilities that meet our current revenue and profitability requirements; or
e obtain necessary regulatory approvals under applicable antitrust and competition laws.

I'n addition, certain of the acquisition agreements by which we have acquired companies require the former owners
to indemnify us against certain liabilities related to the operation of the company before we acquired it. In most of these
agreements, however, the liability of the former ownersislimited and certain former owners may be unable to meet their
indemnification responsihilities. We cannot assure that these indemnification provisions will protect usfully or at all, and asa
result we may face unexpected liabilities that adversely affect our financial statements. Any failure to continue to successfully
identify and complete acquisitions and develop new facilities could have a material adverse effect on our consolidated results
of operations and financial position.

Aswe continueto expand our operations, our failureto manage growth could harm our businessand adver sely
affect our consolidated results of operationsand financial position.

Our ability to manage growth depends not only on our ability to successfully integrate new facilities, but also on our
ability to:

e hire, train and manage additional qualified personne;

e establish new relationships or expand existing relationships with vehicle sellers;
e identify and acquire or lease suitable premises on competitive terms,

e secure adequate capital; and

e maintain the supply of vehicles from vehicle sdlers.

Our inability to control or manage these growth factors effectively could have a material adverse effect on our consolidated
results of operations and financial position.

Our annual and quarterly performance may fluctuate, causing the price of our stock to decline.

Our revenues and operating results have fluctuated in the past and can be expected to continue to fluctuate in the future on
aquarterly and annual basis as aresult of anumber of factors, many of which are beyond our control. Factors that may affect
our operating resultsinclude, but are not limited to, the following:

e fluctuationsin the market value of salvage and used vehicles,

e fluctuationsin commodity prices, particularly the per ton price of crushed car bodies;
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the impact of foreign exchange gain and loss as aresult of international operations;

our ability to successfully integrate our newly acquired operationsin international markets and any additional markets
we may enter;

the availability of salvage vehicles or other vehicles we sdll;

variationsin vehicle accident rates;

member participation in the internet bidding process,

delays or changes in state title processing;

changesininternational, state or federal laws, regulations, or treaties affecting the vehicles we sdll;
changesin the application, interpretation, and enforcement of existing laws, regulations or tregaties,
trade disputes and other palitical, diplomatic, legal, or regulatory developments;

inconsistent application or enforcement of laws or regulations by regulators, governmental or quasi-governmental
entities, or law enforcement or quasi-law enforcement agencies, as compared to our competitors;

changes in laws affecting who may purchase the vehicles we sell;

our ability to integrate and manage our acquisitions successfully;

the timing and size of our new facility openings;

the announcement of new vehicle supply agreements by us or our competitors,
the severity of weather and seasonality of weather patterns;

the amount and timing of operating costs and capital expenditures relating to the maintenance and expansion of our
business, operations and infrastructure;

the availability and cost of general business insurance;

labor costs and collective bargaining;

changesin the current levels of out of state and foreign demand for salvage vehicles,
the introduction of asimilar internet product by a competitor; and

the ability to obtain or maintain necessary permitsto operate.

Due to the foregoing factors, our operating results in one or more future periods can be expected to fluctuate. As aresult,
we believe that period-to-period comparisons of our results of operations are not necessarily meaningful and should not be
relied upon as any indication of future performance. In the event such fluctuations result in our financial performance being
below the expectations of public market analysts and investors, the price of our common stock could decline substantially.

Our internet-based sales model hasincreased therelative importance of intellectual property assetsto our business,
and any inability to protect those rights could have a material adver se effect on our business, financial position, or
results of operations.

Our intellectual property rights include patents relating to our auction technologies, aswell as trademarks, trade secrets,
copyrights and other intellectual property rights. In addition, we may enter into agreements with third parties regarding
the license or other use of our intellectual property. Effective intellectual property protection may not be available in every
country in which our products and services are distributed, deployed, or made available. We seek to maintain certain
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intellectual property rights as trade secrets. The secrecy could be compromised by third parties, or intentionally or accidentally
by our employees, which would cause us to lose the competitive advantage resulting from those trade secrets. Any significant
impalrment of our intellectual property rights, or any inability to protect our intellectual property rights, could have a material
adverse effect on our consolidated results of operations and financial position.

We a'so may not be able to acquire or maintain appropriate domain namesin all countries in which we do business.
Furthermore, regulations governing domain names may not protect our trademarks and similar proprietary rights. We may be
unable to prevent third parties from acquiring domain names that are similar to, infringe upon, or diminish the value of our
trademarks and other proprietary rights.

We havein the past been and may in the future be subject to intellectual property rightsclaims, which are costly to
defend, could require usto pay damages, and could limit our ability to use certain technologiesin the future.

Litigation based on allegations of infringement or other violations of intellectual property rights are common among
companies who rely heavily on intellectual property rights. Our reliance on intellectual property rights hasincreased
significantly in recent years as we have implemented our auction-style sales technologies across our business and ceased
conducting live auctions. Recent U.S. Supreme Court precedent potentially restricts patentability of software inventions by
affirming that patent claims merely requiring application of an abstract idea on standard computers utilizing generic computer
functions are patent ineligible, which may impact our ability to enforce our issued patent and obtain new patents. As we face
increasing competition, the possibility of intellectual property rights claims against usincreases. Litigation and any other
intellectual property claims, whether with or without merit, can be time-consuming, expensive to litigate and settle, and can
divert management resources and attention from our core business. An adverse determination in current or future litigation
could prevent us from offering our products and servicesin the manner currently conducted. We may also have to pay
damages or seek alicense for the technology, which may not be available on reasonable terms and which may significantly
increase our operating expenses, if it is available for usto license at all. We could also be required to develop alternative
non-infringing technology, which could require significant effort and expense.

I f we experience problemswith our subhaulersand trucking fleet operations, our business could be har med.

We rely primarily upon independent subhaulers to pick up and deliver vehiclesto and from our storage facilitiesin the U.S,,
Canada, Brazil, the Republic of Ireland, Germany, Finland, the U.A.E., Oman, Bahrain, and Spain. We also utilize, to alesser
extent, independent subhaulersin the U.K. Our failure to pick up and deliver vehiclesin atimely and accurate manner could
harm our reputation and brand, which could have a material adverse effect on our business. Further, an increasein fuel cost
may lead to increased prices charged by our independent subhaulers, which may significantly increase our cost. We may not be
able to pass these costs on to our sellers or buyers.

I'n addition to using independent subhaulers, in the U.K. we utilize afleet of company trucks to pick up and deliver
vehicles from our U.K. storage facilities. In connection therewith, we are subject to the risks associated with providing
trucking services, including inclement weather, disruptionsin transportation infrastructure, accidents and related injury
claims, availability and price of fuel, any of which could result in an increase in our operating expenses and reduction in our
net income.

We are partially self-insured for certain lossesand if our estimates of the cost of future claimsdiffer from actual
trends, our results of operations could be har med.

We are partially self-insured for certain losses related to our different lines of insurance coverage including, without
limitation, medical insurance, general liability, workers compensation and auto liability. Our liability represents an estimate
of the ultimate cost of claimsincurred as of the balance sheet date. The estimated liability is not discounted and is established
based upon analysis of historical data and actuarial estimates. Further, we utilize independent actuariesto assist usin
establishing the proper amount of reserves for anticipated payouts associated with these self-insured exposures. While we
believe these estimates are reasonable based on the information currently available, if actual trends, including the severity of
claims and medical cost inflation, differ from our estimates, our results of operations could be impacted.
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Our executive officers, directorsand their affiliates hold a large percentage of our stock and their interests may
differ from other stockholders.

Our executive officers, directors and their affiliates beneficially own, in the aggregate, 15.3% of our common stock as of
July 31, 2019. If they were to act together, these stockholders would have significant influence over most matters requiring
approval by stockholders, including the election of directors, any amendments to our certificate of incorporation and certain
significant corporate transactions, including potential merger or acquisition transactions. In addition, without the consent of
these stockholders, we could be delayed or prevented from entering into transactions that could be beneficial to us or our other
investors. These stockholders may take these actions even if they are opposed by our other investors.

We have certain provisionsin our certificate of incor poration and bylaws which may have an anti-takeover effect or
that may delay, defer or prevent acquisition bidsfor usthat a stockholder might consider favorable and limit attempts
by our stockholderstoreplace or remove our current management.

Our board of directorsis authorized to create and issue from time to time, without stockholder approval, up to an aggregate
of 5,000,000 shares of undesignated preferred stock, the terms of which may be established and shares of which may be issued
without stockholder approval, and which may include rights superior to the rights of the holders of common stock. I'n addition,
our bylaws establish advance notice requirements for nominations for elections to our board of directors or for proposing
matters that can be acted upon by stockholders at stockholder meetings. These anti-takeover provisions and other provisions
under Delaware law could discourage, delay or prevent atransaction involving a change in control of our company, even if
doing so would benefit our stockholders. These provisions could also discourage proxy contests and make it more difficult for
stockholders to elect directors of their choosing and cause us to take other corporate actions the stockholders desire.

If welose key management or are unableto attract and retain thetalent required for our business, we may not be
ableto successfully manage our business or achieve our objectives.

Our future success depends in large part upon the leadership and performance of our executive management team, all of
whom are employed on an at-will basis and none of whom are subject to any agreements not to compete. If we lose the service
of one or more of our executive officers or key employees, in particular Willis J. Johnson, our Chairman, or A. Jayson Adair,
our Chief Executive Officer, or if one or more of these executives decide to join a competitor or otherwise compete directly or
indirectly with us, we may not be able to successfully manage our business or achieve our business objectives.

Cash investments are subject torisks.

We may invest our excess cash in securities or money market funds backed by securities, which may include U.S.
treasuries, other federal, state and municipal debt, bonds, preferred stock, commercial paper, insurance contracts and
other securities both privately and publicly traded. All securities are subject to risk, including fluctuationsin interest
rates, credit risk, market risk and systemic economic risk. Changes or movementsin any of these risk factors may result
in alossor impairment to our invested cash and may have a material effect on our consolidated results of operations and
financial position.

Rapid technological changes may render our technology obsolete or decrease the competitiveness of our services.

To remain competitive, we must continue to enhance and improve the functionality and features of our websites and
software. The internet and the online commerce industry are rapidly changing. In particular, the online commerce industry
is characterized by increasingly complex systems and infrastructures. If competitors introduce new services embodying new
technologies or if new industry standards and practices emerge, our existing websites and proprietary technology and systems
may become obsolete. Our future success will depend on our ability to:

e enhance our existing services;

» develop and license new services and technologies that address the increasingly sophisticated and varied needs of our
current and prospective customers,; and
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e respond to technological advances and emerging industry standards and practicesin a cost-effective and timely basis.

Developing our websites and other proprietary technology entails significant technical and business risks. We may use new
technologies ineffectively or we may fail to adapt our websites, transaction-processing systems and network infrastructure to
customer requirements or emerging industry standards. If we face material delaysin introducing new services, products and
enhancements, our customers and suppliers may forego the use of our services and use those of our competitors.

New member programs could impact our operating results.

We have or will initiate programs to open our auctions to the general public. These programs include the Registered Broker
program through which the public can purchase vehicles through a registered member and the Market Maker program through
which registered members can open Copart storefronts with internet kiosks enabling the general public to search our inventory
and purchase vehicles. Initiating programs that allow access to our online auctions to the general public will involve material
expenditures and we cannot predict what future benefit, if any, will be derived.

Factor s such asmild weather conditions can have an adver se effect on our revenues and oper ating results, as well
asour revenue and ear nings growth rates, by reducing the available supply of salvage vehicles. Conver sely, extreme
weather conditions can result in an over supply of salvage vehiclesthat requiresusto incur abnormal expensesto
respond to market demands.

Mild weather conditions tend to result in a decrease in the available supply of salvage vehicles because traffic accidents
decrease and fewer automobiles are damaged. Accordingly, mild weather can have an adverse effect on our salvage vehicle
supply, only a portion of which are referred to as inventory, which would be expected to have an adverse effect on our revenue
and operating results and related growth rates. Conversely, our salvage vehicle supply will tend to increase in poor weather
such as a harsh winter or as aresult of adverse weather-related conditions such as flooding. During periods of mild weather
conditions, our ability to increase our revenues and improve our operating results and related growth will be increasingly
dependent on our ability to obtain additional vehicle sellers and to compete more effectively in the market, each of which
is subject to the other risks and uncertainties described in these sections. In addition, extreme weather conditions, although
they increase the available supply of salvage cars, can have an adverse effect on our operating results. For example, during
fiscal 2006, fiscal 2013 and fiscal 2018, we recognized substantial additional costs associated with Hurricanes Katrina, Rita,
Sandy, and Harvey. Weather events have had, in certain quarters, an adverse effect on our operating results, in part because
of yard capacity constraintsin the impacted areas of the U.S. These additional costs were characterized as “abnormal” under
ASC 330, Inventory, and included premiums for subhaulers, payroll, equipment and facilities expenses directly related to the
operating conditions created by the hurricanes. In the event that we were to again experience extremely adverse weather or
other anomalous conditions that result in an abnormally high number of salvage vehiclesin one or more of our markets, those
conditions could have an adverse effect on our future operating results.

M acr oeconomic factor s such as high fuel prices, declinesin commodity prices, declinesin used car prices, and
vehicle-related technological advances may have an adver se effect on our revenues and operating results, aswell as our
earnings growth rates.

Macroeconomic factors that affect oil prices and the automobile and commodity markets can have adverse effects on our
revenues, revenue growth rates (if any), and operating results. Significant increases in the cost of fuel could lead to areduction
in miles driven per car and areduction in accident rates. A material reduction in accident rates, whether due to, among other
things, areduction in miles driven per car, vehicle-related technological advances such as accident avoidance systems and, to
the extent widely adopted, the advent of autonomous vehicles, could have a material impact on revenue growth. In addition,
under our Percentage | ncentive Program contracts, which we refer to as PI P, the cost of transporting the vehicle to one of our
facilitiesisincluded in the PIP fee. We may incur increased fees, which we may not be able to pass on to our vehicle sellers. A
material increase in transportation rates could have a material impact on our operating results. Volatility in fuel, commodity,
and used car prices could have a material adverse effect on our revenues and revenue growth ratesin future periods.
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Thevehicle salesindustry ishighly competitive and we may not be able to compete successfully.

We face significant competition for the supply of salvage and other vehicles and for the buyers of those vehicles. We believe
our principal competitorsinclude other auction and vehicle remarketing service companies with whom we compete directly in
obtaining vehicles from insurance companies and other sellers, and large vehicle dismantlers, who may buy salvage vehicles
directly from insurance companies, bypassing the salvage sales process. Many of the insurance companies have established
relationships with competitive remarketing companies and large dismantlers. Certain of our competitors may have greater
financial resources than us. Due to the limited number of vehicle sellers, particularly in the U.K., and other foreign markets,
the absence of long-term contractual commitments between us and our sellers and the increasingly competitive market
environment, there can be no assurance that our competitors will not gain market share at our expense.

We may also encounter significant competition for local, regional and national supply agreements with vehicle sellers.
There can be no assurance that the existence of other local, regional or national contracts entered into by our competitors
will not have a material adverse effect on our business or our expansion plans. Furthermore, we are likely to face competition
from major competitors in the acquisition of vehicle storage facilities, which could significantly increase the cost of such
acquisitions and thereby materially impede our expansion objectives or have amaterial adverse effect on our consolidated
results of operations. These potential new competitors may include consolidators of automobile dismantling businesses,
organized salvage vehicle buying groups, automobile manufacturers, automobile auctioneers and software companies. While
most vehicle sellers have abandoned or reduced efforts to sell salvage vehicles directly without the use of service providers
such as us, there can be no assurance that thistrend will continue, which could adversely affect our market share, consolidated
results of operations and financial position. Additionally, existing or new competitors may be significantly larger and have
greater financial and marketing resources than us; therefore, there can be no assurance that we will be able to compete
successfully in the future.

Federal, state, and local gover nment regulation of the vehicle salesindustry may impair our operations, increase our
costs of doing business and create potential liability.

Participantsin the vehicle sales industry are subject to and may be required to expend funds to ensure compliance with, a
variety of governmental, regulatory and administrative rules, regulations. Among other laws and regulations, we are subject
at the state level to land use ordinances, business licensure requirements and procedures, vehicle registration rules and
procedures, and regulations relating to zoning and land use. We are subject at the federal level to laws and regulations relating
to the environment, anti-money laundering, anti-corruption, and reporting requirements to law enforcement relating to vehicle
transfers. Many of these laws and regulations are frequently complex and subject to interpretation, and failure to comply with
present or future regulations or changes in interpretations of existing regulations may result in impairment of our operations
and the imposition of penalties and other liabilities. At various times, we may be involved in disputes with local governmental
officials regarding the development and/or operation of our business facilities. We believe that we are in compliancein all
material respects with applicable regulatory requirements. We may be subject to similar types of regulations by federal,
national, international, provincial, state and local governmental agenciesin new markets. In addition, new regulatory
requirements or changes in existing requirements may delay or increase the cost of opening new facilities, may limit our base
of vehicle buyers and may decrease demand for our vehicles.

Changesin lawsor theinter pretation of laws, including foreign laws and regulations, affecting theimport and
export of vehicles may have an adver se effect on our business and financial condition.

Our internet-based auction-style model has allowed us to offer our products and services to international markets and
has increased our international buyer base. As aresult, foreign importers of vehicles now represent a significant part of our
total buyer base. Asaresult our foreign buyers may be subject to avariety of foreign laws and regulations, including the
imposition of import duties by foreign countries. Changesin laws, regulations, and treaties that restrict or impede or negatively
affect the economics surrounding the importation of vehiclesinto foreign countries may reduce the demand for vehicles and
impact our ability to maintain or increase our international buyer base. In addition, we and our vehicle buyers must work with
foreign customs agencies and other non-U.S. governmental officials, who are responsible for the interpretation, application,
and enforcement of these laws, regulations, and treaties. Any inability to obtain requisite approvals or agreements from such
authorities could adversely impact the ability of our buyersto import vehiclesinto foreign countries. In addition, any disputes
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or disagreements with foreign agencies or officials over import duties, tariffs, or similar matters, including disagreements
over the value assigned to imported vehicles, could adversely affect our costs and the ability and costs of our buyers to import
vehiclesinto foreign countries. For example, in March 2008, a decree issued by the president of Mexico became effective
that placed restrictions on the types of vehicles that can be imported into Mexico from the U.S. The adoption of similar

laws or regulations in other jurisdictions that have the effect of reducing or curtailing our activities abroad, changesin the
interpretation, application, and enforcement of laws, regulations, or treaties, any failure to comply with non-U.S. laws or
regulatory interpretations, or any legal or regulatory interpretations or governmental actions that significantly increase our
costs or the costs of our buyers could have a material adverse effect on our consolidated results of operations and financial
position by reducing the demand for our products and services and our ability to compete in non-U.S. markets.

The operation of our storage facilities poses certain environmental risks, which could adver sely affect our
consolidated financial position, results of operationsor cash flows.

Our operations are subject to federal, state, national, international, provincial and local laws and regulations regarding the
protection of the environment in the countries in which we have storage facilities. In some cases, we may acquire land with
existing environmental issues, including landfills as an example. In the salvage vehicle remarketing industry, large numbers
of wrecked vehicles are stored at storage facilities and during that time, spills of fuel, motor oil and other fluids may occur,
resulting in soil, surface water or groundwater contamination. In addition, certain of our facilities generate and/or store
petroleum products and other hazardous material's, including waste solvents and used oil. In the U.K., we provide vehicle
de-pollution and crushing services for end-of-life program vehicles. We could incur substantial expenditures for preventative,
investigative or remedial action and could be exposed to liability arising from our operations, contamination by previous
users of certain of our acquired facilities or facilities which we may acquire in the future, or the disposal of our waste at
off-site locations. In addition to conducting environmental diligence on new site acquisitions, we also take such actions as
may be necessary under lawsin the United States to avoid liability for activities of prior owners, and we have from time to
time acquired insurance with respect to acquired facilities with known environmental risks. There can be no assurances,
however, that these efforts to mitigate environmental risk will prove sufficient if we were to face material liabilities. We have
incurred expenses for environmental remediation in the past, and environmental laws and regulations could become more
stringent over time. There can be no assurance that we or our operations will not be subject to significant costsin the future
or that environmental enforcement agencies at the state and federal level will not pursue enforcement actions against us. In
addition to acquiring insurance in connection with certain acquisitions, we have also obtained indemnification for pre-existing
environmental liabilities from many of the persons and entities from whom we have acquired facilities, but there can be no
assurance that such indemnifications will be available or sufficient. Any such expenditures or liabilities could have a material
adverse effect on our consolidated results of operations and financial position.

Adverse U.S. and inter national economic conditions may negatively affect our business, operating results, or
financial condition.

The capital and credit markets have historically experienced extreme volatility and disruption, which hasin the past and
may in the future lead to economic downturnsin the U.S. and abroad. As aresult of any economic downturn, the number
of miles driven may decrease, which may lead to fewer accident claims, areduction of vehicle repairs, and fewer salvage
vehicles. Increases in unemployment, as aresult of any economic downturn, may lead to an increase in the number of
uninsured motorists. Uninsured motorists are responsible for disposition of their vehicle if involved in an accident. Disposition
generally is either the repair or disposal of the vehicle. In the situation where the owner of the wrecked vehicle, and not an
insurance company, is responsible for its disposition, we believe it is more likely that vehicle will be repaired or, if disposed,
disposed through channels other than us. Adverse credit markets may also affect the ability of membersto secure financing
to purchase salvaged vehicles which may adversely affect demand. In addition, if the banking system or the financial markets
deteriorate or are volatile, our credit facility or our ability to obtain additional debt or equity financing may be affected. These
adverse economic conditions and events may have a negative effect on our business, consolidated results of operations and
financial position.
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If we determinethat our goodwill has becomeimpaired, we could incur significant chargesthat would have a
material adver se effect on our consolidated results of operations.

Goodwill represents the excess of cost over the fair market value of assets acquired in business combinations. As of July 31,
2019, the amount of goodwill on our consolidated balance sheet subject to future impairment testing was $333.3 million.

Pursuant to ASC 350, Intangibles—Goodwill and Other, we are required to annually test goodwill to determineif
impairment has occurred, either through a quantitative or qualitative analysis. Additionally, interim reviews must be
performed whenever events or changesin circumstances indicate that impairment may have occurred. If the testing performed
indicates that impairment has occurred, we are required to record a non-cash impairment charge for the difference between the
carrying value of the goodwill and the implied fair value of the goodwill in the period the determination is made. The annual
goodwill impairment analysis, which was performed qualitatively in the fourth quarter of fiscal 2019, considered all relevant
factors specific to our reporting units, including macroeconomic conditions; industry and market considerations; overall
financial performance and relevant entity-specific events. Changesin these factors, or changes in actual performance could
affect the fair value of goodwill, which may result in an impairment charge. For example, deterioration in worldwide economic
conditions could affect these assumptions and lead us to determine that goodwill impairment is required. We cannot accurately
predict the amount or timing of any impairment of assets. We considered the above factors noting none involved significant
uncertainty. In addition, the industry in which we operate improved over the observable period, and our calculated fair value
exceeded carrying value for each reporting unit by a substantial amount in our previous quantitative analysis, indicating no
material risk as of July 31, 2019, with respect to potential goodwill impairments. Should the value of our goodwill become
impaired, it could have amaterial adverse effect on our consolidated results of operations and could result in our incurring net
losses in future periods.

Changesin federal, state and local, or foreign tax laws, changing inter pretations of existing tax laws, or adver se
determinations by tax authorities could increase our tax burden or otherwise adver sely affect our financial condition or
results of operations.

We are subject to taxation at the federal, state, provincial, and local levelsin the United States, the United Kingdom, and
various other countries and jurisdictions in which we operate, including income taxes, sales taxes, value-added (VAT) taxes,
and similar taxes and assessments. The laws and regulations related to tax matters are extremely complex and subject to
varying interpretations. Although we believe our tax positions are reasonable, we are subject to audit by the Internal Revenue
Service in the United States, HM Revenue and Customs in the United Kingdom, state tax authorities in the statesin which
we operate, and other similar tax authoritiesin international jurisdictions. As previoudly disclosed, we have been subject
to challenge by the Georgia Department of Revenue with respect to sales taxes and could face similar audits or challenges
from applicable federal, state, or foreign tax authorities in the future. While we believe we comply with all applicable tax
laws, rules, and regulationsin the relevant jurisdictions, tax authorities may elect to audit us and determine that we owe
additional taxes, which could result in asignificant increase in our liabilities for taxes, interest, and penalties in excess of our
accrued liabilities.

New tax legidative initiatives may be proposed from time to time, such as proposals for comprehensive tax reform in the
United States, which may impact our effective tax rate and which could adversely affect our tax positions or tax liabilities.
Our future effective tax rate could be adversely affected by, among other things, changes in the composition of earningsin
jurisdictions with differing tax rates, changes in statutory rates and other legidative changes, changesin interpretations of
existing tax laws, or changes in determinations regarding the jurisdictions in which we are subject to tax. From timeto time,
U.S. federal, state and local, and foreign governments make substantive changes to tax rules and their application, which could
result in materially higher taxes than would be incurred under existing tax law and which could adversely affect our financial
condition or results of operations.

The Tax Cuts and Jobs Act (“ Tax Reform” or “ Tax Act”) was enacted on December 22, 2017. The Tax Act significantly
revamped U.S. taxation of corporations, including areduction of the federal income tax rate from 35% to 21%, arepeal of the
exceptions to the $1.0 million deduction limitation for performance-based compensation to covered employees, and a new
tax regime for foreign earnings. The repeal of the $1.0 million deduction limit for performance-based compensation, the new
U.S. taxes on accumulated and future foreign earnings and other adverse changes resulting from the Tax Act, or achangein
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the mix of domestic and foreign earnings, might offset the benefit from the reduced tax rate, and our future effective tax rates
and/or cash taxes may increase, even significantly, or not decrease much, compared to recent or historical trends. Many of

the provisions of the Tax Act are highly complex and may be subject to further interpretive guidance from the IRS or others.
Some of the provisions of the Tax Act may be changed by a future Congress or challenged by the World Trade Organization
(“WTQ"). Although we cannot predict the nature or outcome of such future interpretive guidance, or actions by afuture
Congress or WTO, they could adversely impact our consolidated results of operations and financial position.

New accounting pronouncementsor new inter pretations of existing standards could require usto make adjustments
to accounting policiesthat could adver sely affect the consolidated financial statements.

The Financial Accounting Standards Board, the Public Company Accounting Oversight Board, and the SEC, from time to
time issue new pronouncements or new interpretations of existing accounting standards that require changes to our accounting
policies and procedures. To date, we do not believe any new pronouncements or interpretations have had a material adverse
effect on our consolidated results of operations and financial position, but future pronouncements or interpretations could
require achange or changesin our palicies or procedures.

Fluctuationsin foreign currency exchangerates could result in declinesin our reported revenues and ear nings.

Our reported revenues and earnings are subject to fluctuations in currency exchange rates. We do not engage in foreign
currency hedging arrangements; consequently, foreign currency fluctuations may adversely affect our revenues and earnings.
Should we choose to engage in hedging activities in the future we cannot be assured our hedges will be effective or that
the costs of the hedges will exceed their benefits. Fluctuationsin the rate of exchange between the U.S. dollar and foreign
currencies, primarily the British pound, Canadian dollar, Brazilian real, European Union euro, U.A.E. dirham, Omani rial, and
Bahraini dinar could adversely affect our consolidated results of operations and financial position.

On June 23, 2016, the U.K. held areferendum in which voters approved an exit from the European Union, commonly
referred to as “ Brexit.” In February 2017, the British Parliament voted in favor of allowing the British government to begin
negotiating the terms of the U.K.'s withdrawal from the European Union and discussions with the European Union beganin
March 2017. Adverse consequences concerning Brexit or the European Union could include deterioration in global economic
conditions, instability in global financial markets, political uncertainty, volatility in currency exchange rates, or adverse
changesin the cross-border agreements currently in place, any of which could have an adverse impact on our financial
resultsin the future. The ultimate effects of Brexit on uswill also depend on the terms of agreements, if any, that the U.K.
and the European Union make to retain access to each other’s respective markets either during a transitional period or
more permanently.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our corporate headquarters are located in Dallas, Texas. Thisfacility consists of approximately 123,000 square feet
of office space under alease which expiresin fiscal 2029. In the U.S., we own or lease facilitiesin every state except
North Dakota and Vermont. In Canada, we own or lease facilities in the provinces of Ontario, Quebec, Alberta, Nova Scotia,
British Columbia, Newfoundland and New Brunswick. In the U.K., we own or lease 18 operating facilities. In Brazil, we
own or lease eleven operating facilities. In the Republic of Ireland, we own one operating facility. In the U.A.E., Oman, and
Bahrain, we |lease one operating facility in each country. In Finland, we own or lease four operating facilities. In Germany
we operate an online platform and own or lease thirteen operating facilities. In Spain, we operate an online platform, own
one operating facility and lease five additional storage locations. We believe that our existing facilities are adequate to meet
current requirements and that suitable additional or substitute space will be available as needed to accommodate any expansion
of operations and additional offices on commercially acceptable terms.
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Item 3. Legal Proceedings
L egal Proceedings

We are subject to threats of litigation and are involved in actual litigation and damage claims arising in the ordinary course
of business, such as actions related to injuries, property damage, contract disputes, and handling or disposal of vehicles. There
are no material pending legal proceedings to which we are party, or with respect to which our property is subject.

We will provide for costs relating to matters when aloss is probable and the amount can be reasonably estimated. The
effect of the outcome of any such matters on our future consolidated results of operations and cash flows cannot be predicted
because any such effect depends on future results of operations and the amount and timing of the resolution of such matters.
We believe that any ultimate liability would not have a material effect on our consolidated results of operations, financial
position or cash flows. However, the amount of the liabilities associated with claims, if any, cannot be determined with
certainty. We maintain insurance which may or may not provide coverage for claims made against us. There is no assurance
that there will be insurance coverage available when and if needed. Additionally, the insurance that we carry requires that we
pay for costs and/or claims exposure up to the amount of the insurance deductibles negotiated when the insurance is purchased.

Item 4. Mine Safety Disclosure

Not applicable.
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PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and I ssuer Purchases of
Equity Securities

Market | nformation

Asof July 31, 2019, there were 229,790,268 shares outstanding. Our common stock has been quoted on the NASDAQ
Global Select Market under the symbol “CPRT” since March 17, 1994. As of September 27, 2019, we had 877 stockholders
of record. On July 31, 2019, the last reported sale price of our common stock on the NASDAQ Global Select Market was
$77.53 per share.

Dividend Policies

We have not paid a cash dividend since becoming a public company in 1994. We currently intend to retain any earnings for
usein our business. The Credit Agreement to which we are a party contains customary affirmative and negative covenants,
including covenants that limit or restrict us and our subsidiaries ability to, among other things, pay dividends, subject to
certain exceptions. For further detail see Notes to Consolidated Financial Statements, Note 7 — Long-Term Debt and Note 9
— Stockholders Equity and under the subheadings “ Credit Agreement” and “Note Purchase Agreement” in the Liquidity and
Capital Resources sections of this Annual Report on Form 10-K.

Repur chases of Our Common Stock

On September 22, 2011, our board of directors approved an 80 million share increase in the stock repurchase program,
bringing the total current authorization to 196 million shares. The repurchases may be effected through solicited or unsolicited
transactions in the open market or in privately negotiated transactions. No time limit has been placed on the duration of the
stock repurchase program. Subject to applicable securities laws, such repurchases will be made at such times and in such
amounts as we deem appropriate and may be discontinued at any time. For fiscal 2019, we repurchased 7,635,596 shares of our
common stock under the program at a weighted average price of $47.81 per share totaling $365.0 million. For fiscal 2018 and
2017, we did not repurchase any shares of our common stock under the program. As of July 31, 2019, the total number of shares
repurchased under the program was 114,549,198, and 81,450,802 shares were available for repurchase under our program.
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The number and average price of shares purchased in each fiscal year are set forth in the table below:

Total Total Number of Maximum Number
Number of Aver age Shar es Purchased of Shares That May
Shares PricePaid  asPart of Publicly Yet be Purchased

Period Pur chased Per Share  Announced Program Under the Program®
Fiscal 2017
FirstQuarter. . ... ..ot — % — — 89,086,398
Second QUarter. . ...t — % — — 89,086,398
ThirdQuarter . ... e — % — — 89,086,398
FourthQuarter .......... .. ... . — $ — — 89,086,398
Fiscal 2018
FirstQuarter. ..... ...t — 3 — — 89,086,398
Second QUarter. . ........... o — % — — 89,086,398
ThirdQuarter . ... — 3 — — 89,086,398
FourthQuarter ..ot — % — — 89,086,398
Fiscal 2019
First QUarter. .. ...t — $ — — 89,086,398
Second QUAIEr. . . ..ot 7,63559% $ 47.81 7,635,596 81,450,802
ThirdQuarter . ... — $ — — 81,450,802
May 1, 2019 throughMay 31,2019 .. ..., — % — — 81,450,802
June 1, 2019 through June30,2019 . ............ccovevvnnn. — $ — — 81,450,802
July 1, 2019 through July 31,2019 . . .. . ... .o — % — — 81,450,802

@ Our stock repurchase program was announced on February 20, 2003. On September 22, 2011, our board of directors approved

an 80 million share increase in our stock repurchase program, bringing the total current authorization to 196 million shares. The
repurchase may be effected through solicited or unsolicited transactions in the open market or in privately negotiated transactions.
No time limit has been placed on the duration of the stock repurchase program. Subject to applicable securities laws, such
repurchases will be made at such times and in such amounts as we deem appropriate and may be discontinued at any time.

During fiscal 2018 and 2017, certain executive officers and members of our board of directors exercised stock options
through cashless exercises. During fiscal 2019, our former President exercised all of his vested stock options through a cashless
exercise. A portion of the options exercised were net settled in satisfaction of the exercise price. We remitted $45.6 million, no
amounts and $134.6 million for the years ended July 31, 2019, 2018 and 2017, respectively, to the proper taxing authoritiesin
satisfaction of the employees statutory withholding requirements.

The exercised stock options, utilizing a cashless exercise, are summarized in the following table:

Weighted Shares Net Shares Weighted Aver age Employee Stock
Options Average Settled for  Withheld for Net Shares SharePricefor Based Tax
Period Exercised ExercisePrice  Exercise Taxes® to Employees Withholding Withholding (in 000s)
FY 2017—Q1 ... ... 18,000,000 $ 7.70 5,408,972 5,255,322 7,335,706 $ 2562 $ 134,615
FY 2018—Q2...... 80,000 6.54 11,996 — 68,004 43.60 —
FY 2019—Q3...... 3,000,000 17.81 945,162 806,039 1,248,799 56.53 45,565
@ Shares withheld for taxes are treated as a repurchase of shares for accounting purposes but do not count against our stock

repurchase program.



I ssuances of Unregistered Securities

There were no issuances of unregistered securitiesin the year ended July 31, 2019.

Performance Graph

Notwithstanding any statement to the contrary in any of our previous or future filings with the SEC, the following
information relating to the price performance of our common stock shall not be deemed “ filed” with the SEC or “ Soliciting
Material” under the Exchange Act, or subject to Regulation 14A or 14C, or to liabilities of Section 18 of the Exchange
Act except to the extent we specifically request that such information be treated as soliciting material or to the extent we
specifically incor porate this infor mation by reference.

Thefollowing isaline graph comparing the cumulative total return to stockholders of our common stock at July 31, 2019 since
July 31, 2014, to the cumulative total return over such period of (i) the NASDAQ Composite Index, (ii) the NASDAQ Industrial
Index, and (iii) the NASDAQ Q-50 (NXTQ).

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Copart, Inc., the NASDAQ Composite Index,
the NASDAQ Indugtrial Index, the S& P 500 Index, and the NASDAQ Q-50 (NXTQ)
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Copatt, Inc. - =\ — NASDAQ Composite
NASDAQ Industrial —S/— S&P500 Index
NASDAQ Q-50 (NXTQ)
Fiscal Year Ended July 31,
2014 2015 2016 2017 2018 2019
Copart, INC.. ..ot $ 10000 $ 10794 $ 15111 $ 18868 $ 34386 $ 46453
NASDAQ CompoSIte . ..o v ettt $ 10000 $ 11871 $ 12099 $ 15053 $ 18384 $ 198.07
NASDAQ Industrial ... $ 10000 $ 12016 $ 12841 $ 15419 $ 18245 $ 194.33
S&P5B00INAEX .. oo oo $ 10000 $ 11121 $ 11745 $ 13629 $ 15843 $ 171.08
NASDAQ Q-50 (NXTQ) + v vve v e e $ 10000 $ 10934 $ 10069 $ 11580 $ 14113 $ 16210
* Assumes that $100.00 was invested on July 31, 2014 in our common stock, in the NASDAQ Composite | ndex, the NASDAQ

Industrial Index, the NASDAQ Q-50 (NXTQ), and the S& P 500 Index and that all dividends were reinvested. No dividends have
been declared on our common stock. Stockholder returns over the indicated period should not be considered indicative of future
stockholder returns.

Copyright© 2019 Standard & Poor’s, adivision of S& P Global. All rights reserved.
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Item 6. Selected Financial Data

The following selected consolidated financial data should be read in conjunction with our “Management’s Discussion and
Analysis of Financial Condition and Results of Operations’ in Part |1, Item 7. of this Form 10-K, and “Financial Statements
and Supplementary Data’ in Part |1, Item 8 of this Form 10-K. Our historical results of operations are not necessarily
indicative of results of operations to be expected for any future period.

Fiscal Year Ended July 31,

(I'n thousands, except per share) 2019 2018 2017 2016 2015

Operating Data
REVENUES . . . o et $ 2,041,957 $ 1,805695 $ 1,447,981 $ 1,268,449 $ 1,146,079
OperatinginCome . . .. ...ttt 716,475 584,345 461,299 406,470 344,401
Income beforeincometaxes. . ..., 704,951 562,511 440,100 395,865 332,069
INCOMETAXES . . . vt ettt e e e 113,258 144,504 45,839 125,505 112,286
NELINCOME . .\ttt e e $ 591693 $ 418007 $ 394261 $ 270360 $ 219,783
Basic net income per commonshare .................... $ 257 $ 1.80 $ 172 $ 118 $ 0.87
Weighted average common shares outstanding. . .......... 230,489 231,793 228,686 228,846 251,829
Diluted net income per commonshare. .................. $ 246 $ 173 $ 166 $ 111 $ 0.84
Diluted weighted average common shares outstanding. . . . . . 240,453 241,877 237,019 244,295 262,851

Balance Sheet Data

Cashandcashequivalents . ..................ccovn.n. $ 186319 $ 274520 $ 210,100 $ 155849 $ 456,012

Workingcapital. . ... 405,163 431,860 285,108 220,523 521,456

Total @SSELS . .o v 2,547,617 2,307,698 1,982,501 1,649,820 1,798,660

Totaldebt. ........ ... . 401,229 399,898 633,038 640,492 644,514

Stockholders equity .. ... 1,778,381 1,581,099 1,098,600 774,456 964,464
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K for the fiscal year ended July 31, 2019, or this Form 10-K, including the infor mation
incor porated by reference herein, contains forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended (the Securities Act), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange
Act). All statements other than statements of historical facts are statements that could be deemed for war d-looking statements.

LTS

In some cases, you can identify forward-looking statements by terms such as“ may,” “will,” “ should,” “ expect,” “ plan,’
“intend,” “ forecast,” “anticipate,” “ believe” “estimate,” “predict,” “ potential,” “continu€’ or the negative of these terms
or other comparable terminology. The forward-looking statements contained in this Form 10-K involve known and unknown
risks, uncertainties and situations that may cause our or our industry's actual results, level of activity, performance or
achievements to be materially different from any future results, levels of activity, performance or achievements expressed

or implied by these statements. These forward-looking statements are made in reliance upon the safe harbor provision of
the Private Securities Litigation Reform Act of 1995. These factorsinclude those listed in Part I, Item 1A under the caption
entitled “ Risk Factors’ in this Form 10-K and those discussed elsewhere in this Form 10-K. Unless the context otherwise
requires, referencesin this Form 10-K to “ Copart,” the“ Company,” “we,” “us,” or “our” refer to Copart, Inc. We encourage
investors to review these factors carefully together with the other mattersreferred to herein, aswell asin the other documents
we file with the Securities and Exchange Commission (the SEC). We may from time to time make additional written and oral
forward-looking statements, including statements contained in our filings with the SEC. We do not undertake to update any

forward-looking statement that may be made from time to time by or on behalf of us.



All references to numbered Notes are to specific Notes to our Consolidated Financial Statements included in this Annual
Report on Form 10-K and which descriptions are incor porated into the applicable response by reference. Capitalized terms
used, but not defined, in this Management's Discussion and Analysis of Financial Condition and Results of Operation
(“MD&A") have the same meanings as in such Notes.

Overview

We are aleading provider of online auctions and vehicle remarketing services with operationsin the United States (U.S),
Canada, the United Kingdom (U.K.), Brazil, the Republic of Ireland, Germany, Finland, the United Arab Emirates (U.A.E.),
Oman, Bahrain, and Spain.

Our goals are to generate sustainable profits for our stockholders, while also providing environmental and social benefits
for the world around us. With respect to our environmental stewardship, we believe our businessis acritical enabler for the
global re-use and recycling of vehicles, parts, and raw materials. Many of the cars we process and remarket are subsequently
restored to drivable condition, reducing the new vehicle manufacturing burden the world would otherwise face. Many of our
cars are purchased by dismantlers, who recycle and refurbish parts for vehicle repairs, again reducing new and aftermarket
parts manufacturing. And finally, some of our vehicles are returned to their raw material inputs through scrapping, reducing
the need for further de novo resource extraction. In each case, our business has reduced the carbon and other environmental
footprint of the global transportation industry.

Beyond our environmental stewardship, we also support the world's communities in two important ways. First, we believe
that we contribute to economic development and well-being by enabling more affordable access to mobility around the world.
For example, many of the automobiles sold through our auction platform are purchased for use in developing countries where
affordable transportation is a critical enabler of education, health care, and well-being more generally. In addition, because
of the special role we play in responding to catastrophic weather events, we believe we contribute to disaster recovery and
resilience in the communities we serve. For example, we mobilized our people, entered into emergency leases, and engaged
with a multitude of service providersto timely retrieve, store, and remarket tens of thousands of flood-damaged vehiclesin the
Houston, Texas metropolitan areain the wake of Hurricane Harvey in the summer of 2017.

We provide vehicle sellers with afull range of services to process and sell vehicles primarily over the internet through our
Virtual Bidding Third Generation internet auction-style sales technology, which we refer to as VB3. Vehicle sellers consist
primarily of insurance companies, but also include banks, finance companies, charities, fleet operators, dealers and vehicles
sourced directly from individual owners. We sell the vehicles principally to licensed vehicle dismantlers, rebuilders, repair
licensees, used vehicle dealers and exporters and, at certain locations, to the general public. The mgjority of the vehicles
sold on behalf of insurance companies are either damaged vehicles deemed a total |oss; not economically repairable by the
insurance companies; or are recovered stolen vehicles for which an insurance settlement with the vehicle owner has already
been made. We offer vehicle sellersafull range of services that help expedite each stage of the vehicle sales process, minimize
administrative and processing costs, and maximize the ultimate sales price through the online auction process.

Inthe U.S,, Canada, Brazil, the Republic of Ireland, Finland, the U.A.E., Oman, Bahrain, and Spain, we sell vehicles
primarily as an agent and derive revenue primarily from auction and auction related sales transaction fees charged for
vehicle remarketing services as well as fees for services subsequent to the auction, such as delivery and storage. In the U.K.
and Germany, we operate both as an agent and on a principal basis, in some cases purchasing salvage vehicles outright and
reselling the vehicles for our own account. In Germany and Spain, we also derive revenue from listing vehicles on behalf of
insurance companies and insurance experts to determine the vehicle s residual value and/or to facilitate a sale for the insured.

We monitor and analyze a number of key financial performance indicatorsin order to manage our business and evaluate
our financial and operating performance. Such indicatorsinclude:

Service and Vehicle Sales Revenue: Our service revenue consists of auction and auction related sales transaction fees
charged for vehicle remarketing services. These auction and auction related services may include a combination of vehicle
purchasing fees, vehicle listing fees, and vehicle selling fees that can be based on a predetermined percentage of the vehicle
sales price, tiered vehicle sales price driven fees, or at afixed fee based on the sale of each vehicle regardless of the selling
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price of the vehicle; transportation fees for the cost of transporting the vehicle to or from our facility; title processing and
preparation fees; vehicle storage fees; bidding fees; and vehicle loading fees. These fees are recognized as net revenue (not
gross vehicle selling price) at the time of auction in the amount of such fees charged. Purchased vehicle revenue includes the
gross sales price of the vehicles which we have purchased or are otherwise considered to own. We have certain contracts with
insurance companies, primarily in the U.K., in which we act as a principal, purchasing vehicles and reselling them for our own
account. We also purchase vehicles in the open market, primarily from individuals, and resell them for our own account.

Our revenue isimpacted by several factors, including total loss frequency and the average vehicle auction selling price,
asasignificant amount of our service revenue is associated in some manner with the ultimate selling price of the vehicle.
Vehicle auction selling prices are driven primarily by: (i) changes in commodity prices, particularly the per ton price for
crushed car bodies, as we believe this has an impact on the ultimate selling price of vehicles sold for scrap and vehicles sold
for dismantling; (ii) used car pricing, which we also believe has an impact on total loss frequency; (iii) the mix of cars sold;
and (iv) changesin the U.S. dollar exchange rate to foreign currencies, which we believe has an impact on auction participation
by international buyers. We cannot specifically quantify the financial impact that commodity pricing, used car pricing, and
product sales mix has on the selling price of vehicles, our service revenues or financial results. Total loss frequency isthe
percentage of carsinvolved in accidents that insurance companies salvage rather than repair and is driven by the relationship
between repair costs, used car values, and auction returns. Over the last several years, we believe there has been an increase
in overall growth in the salvage market driven by an increase in total loss frequency. Theincreasein total loss frequency may
have been driven by the decline in used car values relative to repair costs, which we believe are generally trending upward.
Conversely, increasesin used car prices, such as occurred during the most recent recession, may decrease total 1oss frequency
and adversely affect our growth rate. Used car values are determined by many factors, including used car supply, whichistied
directly to new car sales, and the average age of cars on the road. The average age of cars on the road continued to increase,
growing from 9.6 yearsin 2002 to 11.8 yearsin 2019. The factors that can influence repair costs, used car pricing, and auction
returns are many and varied and we cannot predict their movements. Accordingly, we cannot predict future trendsin total
loss frequency.

Operating Costs and Expenses. Yard operations expenses consist primarily of operating personnel (which includes yard
management, clerical and yard employees), rent, contract vehicle transportation, insurance, fuel, equipment maintenance
and repair, and costs of vehicles sold under the purchase contracts. General and administrative expenses consist primarily
of executive management, accounting, data processing, sales personnel, human resources, professional fees, information
technology, and marketing expenses.

Other Income and Expense: Other income primarily includes income from the rental of certain real property, foreign
exchange rate gains and losses, and gains and losses from the disposal of assets, which will fluctuate based on the nature of
these activities each period. Other expense consists primarily of interest expense on long-term debt. See Notes to Consolidated
Financial Statements, Note 7 — Long-Term Debt.

Liquidity and Cash Flows. Our primary source of working capital is cash operating results and debt financing. The
primary source of our liquidity is our cash and cash equivalents and Revolving Loan Facility. The primary factors affecting
cash operating results are: (i) seasonality; (ii) market wins and losses; (iii) supplier mix; (iv) accident frequency; (v) total loss
frequency; (vi) increased volume from our existing suppliers; (vii) commodity pricing; (viii) used car pricing; (ix) foreign
currency exchange rates; (X) product mix; (xi) contract mix to the extent applicable; and (xii) our capital expenditures. These
factors are further discussed in the Results of Operations and Risk Factors sections of this Annual Report on Form 10-K.

Potential internal sources of additional working capital are the sale of assets or the issuance of shares through option
exercises and shares issued under our Employee Stock Purchase Plan. A potential external source of additional working capital
isthe issuance of additional debt with new lenders and equity. However, we cannot predict if these sources will be availablein
the future or on commercially acceptable terms.



Acquisitionsand New Operations

Aspart of our overall expansion strategy of offering integrated services to vehicle sellers, we anticipate acquiring and
developing facilitiesin new regions, as well as the regions currently served by our facilities. We believe that these acquisitions
and openings will strengthen our coverage, as we have facilities located in the U.S., Canada, the U.K., Brazil, the Republic of
Ireland, Germany, Finland, the U.A.E., Oman, Bahrain, and Spain with the intention of providing national coverage for our
sellers. All of these acquisitions have been accounted for using the purchase method of accounting.

The following tables set forth operational facilities that we have opened and began operations from August 1, 2016 through
July 31, 2019:

United States L ocations Date

Brighton, Colorado (DENVEY) . . . . ..ottt e e e e e e e e e August 2016
Sun Valley, California(LOS ANGEIES) . . ..ot e e November 2016
CasPEr, WY OMING . . oottt et et e e e e e e e e e e e January 2017
Littleton, Colorado (DENVET) . . .. oo ot e e e e e e e e e e e e e January 2017
Apopka, Florida (Orland) . . . . . ..o January 2017
Alorton, HHHN0IS (St LOUIS) . ..ottt et e e e e e e e e e e e e e e February 2017
OKeechobee, FIOIaL . . . ..ot e e e e e e March 2017
Ogden, Utah (Salt Lake City) . . .. oottt e e e e e e e e e e e e March 2017
Wilmington, California(Long BEach). . .. ... .. oo March 2017
Andrews, Texas (Midland). . ... ...t August 2017
Exeter, Rhode 19 and . .. ... . October 2017
Lumberton, North Carolina. . . . .. oottt e e e e e e e e e e e e e e e e e e e June 2018
Spartanburg, SOUth Carolina . . . . . ... oo August 2018
MadiSON, WiSCONSI N . . . o ottt et et e e et e e e e e e e e e e e e e e September 2018
Harleyville, SOUth Carolina. . . . .. ..o e e e e e e e e January 2019
Y=ot =0 (o = January 2019
Mocksville, NOrth Carolina. . . . .. oot e e e e e e e e e January 2019
AnNtelope, California. . . . ..o January 2019
Sacramento, CalifOornia . . ... ..ot March 2019
Frederickshurg, Virginia . . .. ..o April 2019
West Mifflin, Pennsylvania. . ... ..o May 2019
Hartford, CONNECHICUL. . . .. ..ottt et e e e e e e e e e e e e e e e e July 2019
BUITAl0, NEW YOTK . . oo e July 2019

International Locations Geographic Service Area Date
Bad Fallingbostel, Germany (Hanover). .. ...t Germany September 2016
Newbury, United Kingdom . . ... United Kingdom September 2016
Betim, MiNasS GEIaiS . ... ..ottt e e e e Brazil April 2017
Nobitz, Thuringia (LEeIPZig) . . . .« oo et et e e e e Germany April 2018
Belfast, Northernlreland . . . ... oo United Kingdom April 2018
CUritiba, Parana . . . ..o Brazil September 2018
Mannheim, Rhingland-Palatinate . . .. ........ ot e Germany October 2018
Stuttgart, Baden-Wirttemberg. . . ... i Germany November 2018
Hessen, Frankfurt. . .. ... Germany November 2018
Schleswig-Holstein (Hamburg) . ... ..o e Germany November 2018
Furth, Bavaria (NUremberg) ... ...t e Germany November 2018
Massen, Brandenburg (Berlin). . ... Germany November 2018
Friesack, Brandenburg (Berlin) . ... Germany December 2018
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The following table sets forth operational facilities obtained through business acquisitions from August 1, 2016 through
July 31, 2019:

L ocations Geographic Service Area Date
Cycle EXPress, LLCO . oo United States June 2017
Greenville, Kentucky . . ... oo United States March 2019
ESpPoo, Finland . ... ..o Finland March 2018
Pirkkala, Finland . . ... Finland March 2018
Oulu, FINland . . ..o Finland March 2018
Turku, Finland . .. .. Finland March 2018
(@) Cycle Express, LLC conducts business primarily as National Powersport Auctions (NPA), aleading non-salvage auction

platform for motorcycles, snowmobiles, watercraft and other powersports vehicles. NPA hasfacilitiesin San Diego, California;
Philadelphia, Pennsylvania; Dallas, Texas,; Cincinnati, Ohio; Atlanta, Georgig; Littleton, Colorado; Madison, Wisconsin; Portland,
Oregon; and Sacramento, California.

The period-to-period comparability of our consolidated operating results and financial position is affected by business
acquisitions, new openings, weather and product introductions during such periods.

I'n addition to growth through business acquisitions, we seek to increase revenues and profitability by, among other
things, (i) acquiring and developing additional vehicle storage facilitiesin key markets; (ii) pursuing national and regional
vehicle seller agreements; (iii) increasing our service offerings; and (iv) expanding the application of VB3 into new markets.
I'n addition, we implement our pricing structure and auction procedures, and attempt to introduce cost efficiencies at each of
our acquired facilities by implementing our operational procedures, integrating our management information systems, and
redeploying personnel, when necessary.

Results of Operations

The following table shows certain data from our consolidated statements of income expressed as a percentage of total
service revenues and vehicle sales for fiscal 2019, 2018 and 2017:

Year Ended July 31,

(I'n percentages) 2019 2018 2017
Service revenues and vehicle sales:
SEIVICE TBVENUES . . . o\ ottt et et et e e e e e e e e e 86% 87% 89%
VENIC e SAES . . .ottt 14% 13% 11%
Total servicerevenuesand vehiclesales . .......... ... . 100% 100% 100%
Operating expenses.
Yard OPErationsS. . . ..ottt 43% 47% 47%
Cost Of VENICIE SAlES . . ..o 13% 11% 9%
General and administrative . .. ... ... 9% 10% 11%
Impairment of long-lived assets. . ... ..ot —% —% 1%
Total Operating EXPENSES . . . . ot ittt et e e e e 65% 68% 68%
OPErating iNCOME . . . . oottt ettt e e e e e e e e e e 35% 32% 32%
Total Other EXPENSE . . . . . e e ettt (1)% (1)% (2%
Income beforeincometaxes. . . ... ..ot 34% 31% 30%
INCOME taX EXPENSE. .« o vt ottt ettt e e e e e e 5% 8% 3%
NELINCOME . . . e e e e e e 29% 23% 27%
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Comparison of Fiscal Yearsended July 31, 2019 and 2018 and 2017

The following table presents a comparison of service revenues for fiscal 2019, 2018 and 201